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TRANSOL CORPORATION LIMITED

ABN 73 089 224 402

FINANCIAL REPORT

FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

This interim financial report does not include all the noles of the type normally included in an annual financial report.
Accordingly, this report is to be read in conjunction with the annual report for the year ended 30 June 2008 and any
public announcements made by Transol Corporation Limited during the interim reporting period in accordance with the
continuous disclosure requirements of the Corporations Act 2001,
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The following information is given to the ASX under listing rule 4. 243,

1,
Reporting period & months ending 31 December 2006
Pravious corresponding period & months ending 31 Dscember 2005
2. “Resuits for announcement to the market”,
2.1 The amount and percentage change up or
down from the previous corresponding period of revenue Up $644,484 and 127 52% fo $1,148.888

from ordinary activities.

2.2 The amount and percentage change up or
down from the previous corresponding period of gain
from ordinary activities after tax atiributable to
members.

Up 33,502,365 and 133.70%, to $882,852

2.3 The amount and percentage change up or
down from the previous corresponding period of net gain Up $3,502,365 and 133.70%, to $882,852
for the period attributable to members.

24 The amount per security and franked amount
per security of final and interim dividends or a No dividend payment
statement that i is not proposed o pay dividends.

2.5 The record date for delermining entitliements

to the dividends (if any). No dividend payment

28  Abrief explanstion of any of the figures in 2.1 to 2.4 necessary to enable the figures fo be understood.

1. Transol Corporation Limited's continued focus on cost reduction and strengthening the foundation
of the company by securing quality licence agreements aims to obtain maximum value from
shareholder funds.

Current Period (.78 cents

3 Net tangible assets per security with the Previous Period (1.28) cents

comparative figure for the previous corresponding period.

4. Details of entities over which controf has
been ost during the period, including the following:

4.1 Name of the entities. Transo! Holdings Pty Lid and Transol Piy Lid
4.2 The date of the loss of control. 8 September 2006

4.3 Where material to an understanding of the

repori — the contribution of such entities to the reporting

endity's profit from ordinary activities during the period and Gain of $1,132,870

the profit or foss of such endities during the whole of the
previous corresponding period.
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5 Detalls of individuat and total dividends or
distributions and dividend or distribution payments. The
detaits must include the date on which sach dividend or
distribution is payable, and {if known) the amount per
security of foreign sourced dividend or distribution.

None

g. Details of any dividend or distribution

reinvestment plans in operation and the last date for the
racaipt of an election notice for participation in any None
dividend or distribution reinvestment plan.

7. Details of associates and joint venture
andities including the name of the associate or joint
veniure entity and details of the reporting entity's
percentage holding in each of these entities and — where
maleriat to an understanding of the report - aggregate None
share of profits {losses) of these entities, details of
contributions to net profit for each of these entities, and
with comparative figures for each of these disclosures for
the previous corresponding period.

8. For foreign entities, which set of accounting
standards is used in compiling the report {e.g. None
International Accounting Standards).

The financial accounts to 30 June 2006 were subject fo
audit qualification due fo the inability to obtain all the
kooks and records of the company and its subsidiaries in
order 1o provide a frue and fair opinion on the financial
statemenis for the year ended 30 June 2005 and 30 June
20086

g. For all endities, if the accounts are subject to
audit dispute or gualification, a description of the dispute
or qualification,
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DIRECTORS’ REPORT
Your Directors submit their report for the half-year ended 31 December 2008,

DIRECTORS
The names and details of the Company’s Directors in office during the half-year and until the date of this repott are as
follows {Directors were in office for this entire period unless otherwise stated):

Martin Ralston Non-Execuiive Chairman
Angus Edgar Non-Executive Director
Andrew Metcaife Non-Executive Director

REVIEW AND RESULTS OF OPERATIONS

Financial Highlights

The gain from ordinary activiies after income tax expense of the consolidated enfity for the half-year was $882 852
{2005: 32,780,044 loss). The gain from ordinary activiies was attributed fo the gain on sale of subsidiaries of
$1,132,879.

Operational Highlights

Significant events for the petiod are as follows:

On 9 August 2008, Mungala Investments Pty Ltd, a Company associated with a Director, Angus Edgar, advised the
ASX of the signing of a Convertible Note Agresment following payment of $110,000 to the Deed Administrators to
finalise the Dead Administration process. The Note has an 8% coupon rate and converts into 22,000,000 shares and
frae attaching options {with a two cent sirike price and expiring within five years from date of issue).

On 15 August 2006 Transol issued 24,864,662 ordinary shares and free attaching options {with a two cent strike
price and expiring on 22 May 2011} in lieu of $200,000 of loan funds, previcusly approved by shareholders.

On 15 August 2006 Transol issued 15,136,000 options {with a two cent strike price and expiring on 22 May 2011} in
fieu of $15,137 of loan funds, previcusly approved by sharsholders.

On 15 August 2006 Transol issued 3,120,000 ordinary shares at a value of $0.01 per share and free attaching
options {with a two cent strike price and expiring on 22 May 2008) to acquire assets associated with the CLTNet
business.

On 25 August 2008, the Receiver and Manager of Transol Pty Lid, a controlled entity, retired,
On 5 September 2006, Horwath Melbourne completed the Administration Dead and resigned as Administrators.

On 8 September 2008, Transol Corporation Limited entered into a Sale of Shares agreement with a non-related party
to dispose of all shares in its confrolled entities, Transol Holdings Ply Lid and Transol Ply Lid. The effect of this sale
of shares on the Company's Balance Sheet is that it removes all debts and liabilities of these subsidiary companies
that were owed at the date of sale of shares.

During the period to 31 December 2006, Directors commenced a detailed review of the CLTNet business to
determine the cormmercialisation opportunities of the product.

incomplete Financial Information for the comparative financial accounts

Due to the Parent Entily being subject fo external administration and Receivers & Managers appointed for the
period 15 July 2005 to 7 February 2006 and the associated disposat of the US based Red Light Camera
business, complele records have not been able to be localed. The effect on the financial report for the six month
period ending 31 December 2006 is in respect of the company’s comparative financial information for the six
month period ending 31 December 2005 and the year ended 30 June 2006, as the Direclors are of the opinion
that it is not possible 1o state that the financial statements and notes are in accordance with the requirements of
the Corporations Act 2001 for each of those periods due fo the lack of records and certainty in connection with
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the bocks and records of the sconomic entity for the relevant period, particutarly the Company's former USA
subsidiary Transol USA, Inc and it's Canadian subsidiary.

The Diractors anticipate that the Company's auditors will qualify their report on the Company’s and sconomic
entity's financial statements in respect of those comparative financial information only. Regard should be had o
the gualifications in the Auditor's review letter,

Changes in the state of affairs

There have been no significant changes in the state of affairs of the entity during the financial periad.

After balance date events

The company has lodged a prospectus with the Australian Securities & Investments Commission to raise up 1o
32 million from the issue of 50,000,000 sharas and 50,000,000 oplions with a 2 cent strike and expiring on 31
May 2011,

AUBITOR'S INDEPENDENCE DECLARATION

As reguired under section 307C of the Corporations Act 2081, we have obtained an independence declaration from our
auditors, Bantleys MRI

This report is signed in accordance with a rasolution of the Directors,

Andrew Metcalfe
Girector
Metbourne, 28 Fabruary 2007
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Condensed Income Statement
For the hatf-year ended 31 December 2006

Note Parent Consolidated
December 2006  December 2005 December 2006 December 2005
§ § $ $
Revenuss 2 17,609 104 17,009 505,384
Other revenuss 3 1 - 1,132,878 -
Materials and consumables used - - - {1,102,656)
Administration and corporate expense {214,810) (71,704} {214,810} {686,051)
Depraciation - - - {33,026}
Employes henefils expense (52,226) {2,634} (52,226} {393,049)
Other expenses - - - {128,224
(Loss)iGain before income tax (250,026) (74.234) 882,852 (1,837.612)
expense
Income tax benefit/ {expense) -
{Loss}Gain from continuing
operations {250,028) {74,234) 882,852 {1,837,612)
Loss from discontinued operations - - - {781,001
(Loss}Gain atiributable to
members of Transol Corporation {250,026) (74,234} 882,852 {2.619,513)
Limited
Earningsi(loss) per share Cents Cents Cents Cents
Basic earnings/{toss) per share {0.19) {0.00) 6.68
Diluted earnings/{loss} per share {0.19) {G.00) 6.68
Weighted average number of shares
used as the denominator
Weighted average number of ordinary
shares on issue during the financial 228,133,966 100,208,515 228,133,966 100,208,515
half-year used in the calculation of
basic earnings/{loss) per share
Weighted average number of ordinary
ghares on issue during the financial nfa nia nia nia

half-year used in the calcutation of
dituted sarmingsi{loss) per share

The above consolidated condensed statement of financial performance should be read in conjunclion with the

accompanying notes.
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Condensed Balance Sheet
As at 31 December 2006

CURRENT ASSETS

Cash and cash equivalents
Trade and other receivables
Inventories

Prapaymenis

TOTAL CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES
Trade and other payables

TOTAL CURRENT LIABILITIES
TOTAL LIABILITIES

NET ASSETS

EQUITY

issued capital

Reserves

Accumulated losses

TOTAL EQUITY

The shove consolidated condensed statement of financial position should be read in conjunction with the

accompanying notes.

Notes Parent Consolidated
31 December 30 June 31 Becember 30 June
2008 2006 2006 2006
$ $ $ $

1,774,850 - 1,774,850 2,858
37,617 - 37,617 20,219
31,200 - 31,200 -
5,347 - 5,347 -
1,849,014 - 1,849,014 23,077
1,849,014 - 1,849,014 23,077
58,650 148 698 58,650 1,302 854
58,650 148 698 58,650 1,302 854
58,650 148 698 58,650 1,302 854
1,790,364 {146,688} 1,790,364 {1,279,577)
15,542,018 13,754,930 15,042,018 13,754,830
284,338 284,336 284,336 284,336
{14,435,980) {14 185 964 {14,435,980} (15,318,843
1,790,364 {146,688} 1,790,364 {1,279,577)
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Condensed Cashflow Statement
For the hatf-year ended 31 December 2006

Farent
December 2006  December 2005
§ §

CASH FLOWS FROM GPERATING
ACTIMITIES
Receipts from cusiomers - -
Payments to suppliers and (400,048) i
smployees
Interest received 17,009 104
Other - 27 169

Consolidated

December 2006 December 2005

$

(400,048}
17,008

$

49,773
(1,179,372)
12,568

NET CASH FLOWS (USED IN)

OPERATING ACTIVITIES (383,039) 21,273

(383,039)

(1,117,033}

CASH FLOWS FROM INVESTING

ACTIVITIES

Proceeds from disposal of investment 1 -
Proceeds from disposal of business - -

615,100

NET CASH FLOWS (USED IN}
INVESTING ACTIVITIES

615,100

CASH FLOWS EROM EINANCING
ACTIVITIES

Proceeds from share issue 2,256,000 -
Costs associated with share issue (82,112) -
Proceeds from short term borrowings -

Repayment of Alleasing Finance
Australia Limited liability

2,250,000
(92,112)

115,132
(1,425,603)

NET CASH FLOWS (USED

INYFROM FINANCING ACTIVITIES 2,157,888 i

2,157,888

(1,310,471)

NET {(DECREASEYINCREASE IN
CASH HELD 1,774,850 27.273
Cash at the beginning of the financial

half-year 8811

1,774,850

(1,812,404)

1,988,764

CASH AT THE END OF THE

FINANCIAL HALF-YEAR 1,774,850 36250

1,774,850

177,360

The above consolidated condansed statement of cash flows should be read in conjunction with the accompanying

notes,
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Parent

Balance at 1 July 2005
Loss atfributable to
members of parent endity
Adiustments from
franstation of foreign
controlled antities

Balance at 31 December
2005

Balance at 1 July 2006
Loss atftributable to
members

lssue of share capital
Cost of issuing capital

Balance at 31 December
2006

Consolidated Entity

Balance at 1 July 2005
Loss attributable fo
members of parent endify
Adiustments from
franstation of foreign
controlied entities

Option reserve on
racognition of bonus
alement of oplions
Balance at 31 December
2005

Balance at 1 July 2006
Loss atftributable to
members

lssue of share capital
Cost of issuing capital

Balance at 31 December
20068

The above consolidated condansed statement of cash flows should be read in conjunction with the accompanying

notes,

CONDENSED STATEMENT OF CHANGES IN EQUITY
FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

Foreign
Cost of Iasue Exchange
Share of Share Fluctuation Option Accumuiated
Capital Capital Resarve Reserve Losses Total
$ $ $ $ $ $

13,539,797 - 166,820 (12,438,906} 1,284,050
- - - - (2,619,513} {2,619,513)
- - {172,352) - (172,352
13,539,797 - {2,532} (15,118,419} {1,296,818)
13,754,930 - 284,336 (14,185,964) (146,698)
- - - - {250,028} (250,028}
2,281,200 - 2,281,200
(94,112} - {94112
16,036,130 {94,112) 284,336 (14,435,5980) 1,790,364
13,539,797 - 169,820 83,339 {12,495908) 1,284,050
- - - - (2,619,513} {2,619,513)
- - {172,352) - (172,352
- - - 200,997 - 206,087
13,539,797 - {2532} 284,336 (15,118419) {1,296,818)
13,754,930 - 284,336 (15,318,842) {1,279,576)
- - - - 882,852 882,852
2,281,200 - 2,281,200
(94,112} - {94112
16,036,130 {94,112) 284,336 (14,435,5980) 1,790,364

NOTES TO THE FINANCIAL STATEMENTS FOR THE

HALF-YEAR ENDED 31 DECEMBER 2006
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NOTE 1: BASIS OF PREPARATION

The half year financial report is a general purpose financial report prepared in accordance with the Corporations Act
2001 and Accounting Standard AASB 134 “Inderim Financial Reporiing”. Compliance with AASB 134 ensures
compliance with Internationat Financial Reporting Standards [AS 134 “Inferim Financial Reporting”, Urgent Issues
Group Interpretations and other authorative pronouncements of the Accounting Standards Board. The 31 December
2006 half year financial report is to be read in conjunction with the financial report for the year ended 30 Jdune 2006
and any public announcemenis made by Transol Corporation Limied during the half year in accordance with
condinuous disclosure obligations arising under the Corporations Act 2001,

Notes of a type normally included in an annual financiat report are not included.

The accounting policies adopted in the preparation of the half year financial report are consistent with those adopted
and disclosed in the 30 June 2006 annual financial report.

incomplete Financial Information in respect of prior period comparative financial accounts

Al 14 July 2005 {the date of the appointment of joint administrators} the Company had not completed is financial report
for the financiat year ending 30 June 2005. The management and affairs of the Company were not under the control of
the Directors during the period in which the affairs were under the control of the receivers and managers. During that
period books and records of the econnmic entity required for the preparation of the financial reports for the period to 31
December 2005 and the year ended 30 June 2006 were either not preserved or made available to the Company and its
accountants. Subsequent to the resignation of the receivers and managers and return of the management and control
of the Company’s affairs to the Directors, # has not been possible to obtain records of the entire economic entity for the
relevant period, particutarly records which would have been held by the Company's former US subsidiary Transol USA
tne. and its accountants with certainty or at all. This has resufted in the Directors being unable fo reconstruct complete
financial and corporate records relating to the peried. The Company has prepared the financial information in respect
of prior period comparative financial accounts fo the bast of its knowledge, based on the best information available to it

Going Concern Assumption
The company experienced operating losses and positive operating cash flows during the half year period ending 31
December 2006. The continuing viability of the company and its ability to continue as a going concern and mest its
debts and commitments as they fall due are subject 1o the company being successful:

o in establishing revenue from its investment in CLTNe!® project and sales sirategies;

o in establishing revenue from future investments, andfor

o in accessing additional capital.

As at the date of signing the Director's declaration, the Directors consider the sconomic entity as a going concem for

the following reasons:

¥ the company has in excess of $1.7 million in capital to meet is debis and obligations;

#  the company has lodged a prospectus with the Australian Securities & Invesimenis Commission fo raise up io $2
miflion from the issue of 50,000,000 shares and 50,000,000 options with a 2 cent sirike and expiring on 31 May
2011;

¥ the company expects to complele s review of the CLTNet® technology in the period to 30 June 2007 to allow
the racommencement of that business.

Principles of Consolidation
A controlled entity is any entity Transol Corporation Limited has the power to control the financial and operating policies of
s0 as to oblain henefits from its activities.
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1. Summary of Significant Accounting Policies {continued)

All inter-company halances and transactions between entities in the economic endity, including any unrealised profits or
losses, have been eliminated on consolidation. Accounting policies of subsidiaries have been changed whers
necessary to ensure consistencies with those policies applied by the parent entity.

Where controlled entities have entered or left the economic entity during the year, their operating results have been
includedfexcluded from the date conirol was obtained or until the date control ceased.

Minority equity interests in the equity and results of the entities that are controlled are shown as a separate item in the
consolidated financial report.

income Tax

Current income tax expense is based on the results for the year adjusted for any non-assessabie or disallowed items, |t
is calcyiated using the 1ax rates that have been enacted or are substantially enacted by the balance sheet date.

Deferred tax is accounted for using the balance sheet liability method in respect of temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the financial statements. No deferred
income tax wilt be recognised from the initial recognition of an asset or liability, excluding a business combination,
where there is no effect on accounting or taxable profit or loss,

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is realised or iability
is setiled. Deferred tax is credited i the income statement except where it relates to items that may be cradited directly
to equity, in which case the deferred tax is adjusted directly against equity,

Deferred income tax assels are recognised to the extent that it is probable that future tax profits wilt be available
against which deductibie temporary differences can be utilised.

The amount of benefits brought o account or which may be realised in the future is based on the assumption that no
adverse change will ocour in income taxation legisiation and the anlicipation that the aconomic entity will derive
sufficient fiure assessable income to enable the henefit to be realised and comply with the conditions of deductibility
imposed by the law.

inventories

tnventories are measured at the lower of cost and net reslisable valte. The cost of manufactured products includes
direct materials, direct labour and an appropriate portion of variable and fixed overheads. Overheads are applied on
the basis of normal operating capacity. Costs are assigned on the basis of weighted average costs.

Work in Prograss

Work in progress is valued at cost, plus profit recognised to date less any provision for anticipated future losses. Cost
inctudes hoth variable and fixed costs relating to specific confracts, and those costs that are afiributable to the contract
activity in general and that can be allocated on a reasonable basis. The carrying amount of work in progress s
reviewed annually by Directors to ensure it is nol in excess of the recoverable amount from these assets. The
recoverable amount is assessed on the basis of the expected net cash flows which will be received from the assels
employment and subsequent disposal. The expected net cash flows have not been discounted to their present values
in determining recoverable amounts.
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1. Summary of Significant Accounting Policies {continued)

Plant and Equipment

Plant and equipment are measured on the cost basis less accumulated depreciation and impairment losses.

The carrying amount of plant and equipment is reviewed annually by Directors to ensure it s not in excess of the
recoverable amount from these assets. The recoverable amount is assessed on the basis of the expected cash flows
which will be recelved from the assels employment and subsequent disposal. The expected cash flows have been
discounted to their present values in determining recoverabie amounts.

The cost of fixed assets constructed within the economic entity includes the cost of materials, direct labour, borrowing
costs and an appropriate proportion of fixed and variable overheads.

Depreciation:

The depreciable value of all fixed assets including building and capitalized lease assets, but excluding freehold land, is
depreciated on a straight-line basis over thelr estimated useful lives to the aconomic entity commencing from the time
the asset is held ready for use. Leasehold improvements are depreciated over the shorter of sither the unexpired
period of the lease or the aslimated useful lives of the improvements.

The depraciation rates used for each class of depreciable assels are:

Class of Asset Depreciation Rale

2006 2005
Plant and equipment 33.3% 33.3%
Furniture and fixtures 20% 20%
Leasehold improvements 33.3% 33.3%
Computer Equipment and Softwars 33.3% 33.3%
Motor vehicles 20% 20%
Plant and equipment under lease 33.3% 33.3%
R&D Test Equipment 33.3% 33.3%
Leases

Leases of fixed assels where substantialty all the risks and benefits incidental to the cwnership of the assel, but not the
legal ownership, are transferred o endities in the economic entity are classified as finance leases. Finance leases are
capitalised, recording an asset and a liability equal to the present value of the minimum lease payments, including any
guaranteed residual values,

Leased assets are depreciated on a straigh! fine basis over their estimated useful fives where it is likely that the
economic entily will obtain ownership of the asset or over the term of the lease. Lease payments are allocated between
the reduction of the lease liability and the lease interest expense for the period.

Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor, are charged
as expenses in the periods in which they are incurred.

Lease incentives under operating leases ars recognised as a liability. Lease paymenis received reduce the liability.

Financial Instruments

Recognition

Financiat instrumends are initially measured at cost on trade date, which includes transaction costs, when the related
condraciuat righis or obligations sxist Subsequent to initial recognition these instruments are measured as set out
below,
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1. Summary of Significant Accounting Policies {continued)

Financial assets af fuir vatue through profit ond loss

A financial asset is classified in this category if acquired principalty for the purpose of selling in the short term or i so
designated by managemeni and within the requirements of AASB 139 Recognition and Measurement of Financial
Instruments. Derivatives are also categorised as held for trading unless they are designated as hedges. Realised and
unrealised gains and losses arising from changes in the fair value of these assets ars included in the income statement
in the period in which they arise.

Loans and receivables
Loans and receivables are non-derivative financial assels with fixed or determinable paymenis that are not quoted in
an active market and are stated at amortised cost using the effective interest rate mathod.

Held-to-maturity investments
These investments have fixed maturities, and it is the group's intention o hold these investmenis fo maturily. Any held-
to-maturity investments held by the group are stated at amortised cost using the effective interest rate method.

Available-for-sale financial assels

Available-for-sale financial assets include any financial assets not included in the above categories. Available-for-sale
financial assels are reflected at fair value. Unrealised gains and losses arising from changes in fair value are taken
directly to equity.

Financial liabifities
Non-derivative financial liabilities are recognised at amortised cost, comprising original debt less principal payments
and amortisation.

Derivative instrumenis
Derivative instruments are measured at fair value. Gains and losses arising from changes in fair value are taken to the
income statement unless they are designated as hedges.

Fuair value

Fair valus is delermined based on current bid prices for all quoled investments. Valuation techniques are applied to
determine the fair value for sl unlisted securities, including recent arm’s length fransactions, reference to similar
instruments and option pricing models.

Impairment of Assets

Al each reporting date, the group reviews the carrying values of its tangible and intangible assets to delermine whether
there is any indication that those assets have been impaired. If such an indication exisis, the recoverable amount of the
asset, being the higher of the asset's fair value less costs to sell and value in use, is compared to the asset's carrying
value. Any excess of the asset's carrying valuse over i recoverable amount is axpensed to the income stafement.

impairment testing is performed annually for goodwill and intangible assets with indefinile fives.

Where it is not possible to estimate the recoverable amount of an individual asset, the group estimates the recoverable
amount of the cash-ganerating unit to which the asset belongs.
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1. Summary of Significant Accounting Policies {continued)

Research and Development

Expenditure during the research phase of a project is recognised as an expense when incurred. Development costs
are capitalised only when technically feasibility studies identify that the project will defiver future economic benefits and
these benefits can be measured refiably.

Development costs have a finite fife and are amortised on a systematic basis matched to the future aconomic benefits
over the useful ife of the project.

Intangibles

Goodwill

Goodwill and goodwill on consolidation are initially recorded at the amount by which the purchase price for a business
or for an ownership inferest in a controlled entity exceeds the fair value attributed to its net assels at date of acquisition.
Goodwilt on acquisiions of subsidiaries is included in intangible assets. Goodwill on acquisition of associates s
included in investments in associates. Goodwill is tested annually for impairment and carried at cost less accumulated
impairment losses. Gains and losses on the disposal of an endity include the carrying amount of goodwill relating to the
entity sokd,

Foreign Currency Transactions and Balances

Functional and presentation currency

The functional currency of each of the group's entities i5 measured using the currency of the primary economic
environment in which that entity operates. The consolidated financial statements are presented in Australian dollars
which is the parent entily's functional and presentation currancy.

Transaction and balances

Foreign currency transactions are translated info functional currency using the exchange rates prevailing at the date of
the transaction. Foreign currency monetary items are transiated at the year-end exchange rate. Non-monetary items
measured at historical cost continue to be carried at the exchange rate at the date of the fransaction. Non-monetary
items measured at fair value are reporied at the exchange rate at the dale when fair values were determined.

Exchange differences arising on the fransiation of monetary Hems are recognised in the income statement, except
where deferred in equity as a qualifying cash flow or net investment hedge.

Exchange differences arising on the franslation of non-monetary items are recognised directly in equity {o the extent
that the gain or loss is directly recognised in equily, otherwise the axchange difference is recognised in the ihcome
statement.

Group companies
The financial results and position of foreign operations whose funclional currency is different from the group's
presentation currency are translated as follows:
assels and liabilities are transiated at year-end exchange rates prevailing at that reporting
date;
income and expenses are transltated at average exchange rates for the period; and
Retained profits are translated at the exchange rates prevailing at the date of the transaction.

Exchange differences arising on transtation of foreign operations are transferred direclly to the group's foreign currency

translation reserve in the balance sheet. These differences are racognised in the income statement in the period in
which the operation is disposed.
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TRANSOL CORPORATION LIMITED
ABN 73 089 224 402
FINANCIAL REPORT FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

1. Summary of Significant Accounting Policies {continued)
Revenue
Revenue from the sale of goods is recognized upon the delivery of goods o customers,

interest revenue is recognized on a proportionat basis taking info account the interest rates applicable to the financial
assets.

Rentat revenue is recognised when the right to receive a rental has been established.
Revenue from the rendering of & service is recognised upon the delivery of the service o the customers,

Contributed equity

Ordinary share capital is recognised at the fair value of the consideration received by the Company. Any transaction
cosls ariging on the issue of ordinary shares are recognised direclly in equity as a reduction of the share procesds
receivad.

Emplovee Benefits

Provision is made for the Company's fiability for employee benefits arising from services rendered by employees to
balance date. Employee benefits expected to be setfled within one year together with entittements arising from wages
and salaries, annual leave and sick leave which will be seitled afier one year, have been measured at the amounis
expecied to be paid when the liability is setled, plus related on-costs. Other employee benefits payable later than one
year have been measured at the present value of the estimated fiture cash outflows to be made for those benefits.
Contributions are made by the economic entity o employee superannuation funds and are charged as expenses when
incurred.

Provisions

Provisions are recogrised when the group has a legal or consfructive obligation, as a result of past events, for which it
is probable that an outfiow of economic henefits will result and that outflow can be reliably measured.

Debt Defeasance

Where assels are given up to extinguish the principal repayments and all future interest payments of a debt any
differences in the carrying values of assets foregone and the labilily extinguished are brought to accound in the profit
from ordinary activities. Costs incurred in establishing the defeasance are axpensed in the period that the defeasance
OCCurs.

Where only part of a debt is extinguished the interest paymenis and principal repayments are defeased proportionately
and a liabllity recognised for the net present value of the remaining future interest and principal repayments. The
discount factor applied is the implicit rate in the original debt,

In all cases where defeasance ocours, it is highly unlikely that the company will again be required fo pay any part of the
debt or meet any guarantees or indemnities associated with the debt.

Goods and services tax {GST)

Revenues, expensas and assets are recognised net of the amount of GST, except where the amount of G&T incurred
is not recoverable from the Australian Tax Office. In these circumstances the GST is recognised as part of the cost of

Page 15



TRANSOL CORPORATION LIMITED
ABN 73 089 224 402
FINANCIAL REPORT FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

1. Summary of Significant Accounting Policies {continued)

acguisition of the asset or as part of an itlem of the expense. Receivables and payables in the balance sheet are shown
inclusive of GST.

Cash flows are presented in the cash flow statement on a gross basis, except for the GST component of investing and
financing activities, which are disclosed as operating cash flows.

Comparative Figures

Where required by Accounting Standards comparative figures have been adjusted fo conform with changes in
presentation for the current financial year.

Earnings per share

Basic EPS is calculated as nat luss aftributatle to members, adjusted fo exclude costs of servicing equity {other than
dividends), divided by the weighted average number of ordinary shares.

Dilited EPS is not reportad for the year ended 30 June 2005 as the potential ordinary shares are not dilutive. Potential
ordinary shares must be treated as dilutive when and only when the conversion to, caliing of or subscription for
ordinary shares would decrease {or increase) net profit {or loss) from continuing ordinary operations per shares.

Critical accounting estimates and judgmenis

The Directors evaluate estimates and judgments incorporated into the financial report based on historical knowledge
and hesi available current information. Estimales assume a reasonable expectation of fulure evenis and are based on
current trends and economic data, obtained both externally and within the economic entity.

Key estimates — Impairment

The economic anfity assesses impairment at each reporting date by evaluating conditions specific fo the group that
may lead to impairment of assets. Where an impairment trigger exisls, the recoverable amount of the asset is
determined. Value-in-use calcylations performad in assessing recoverable amounts incorporate a number of key
estimates,
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TRANSOL CORPORATION LIMITED
ABN 73 089 224 402
FINANCIAL REPORT FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

NOTE 2 REVENUES FROM ORDINARY ACTIVITIES

Note Parent Consolidated
20606 2005 2006 2005

{a} Revenues $ 3 $ §
Forgiveness of debt to parent entity - - 488,330
Other 1 . 1,132,879 5,266
Interest 17,608 104 17,009 11,739

17,610 104 1,149,888 505,304
{b} Revenues by customer geographic
segment
Australia 17,610 104 1,149,888 503,304

17,610 104 1,148,888 503,304
{c} Net result by customer geographic
segment
Australia {250,026} {74,234) 882,852 {1,837,612)
Loss from discontinued operations {781,001
Loss attributable o members {250,026} {74,234} 882,852 {2618513
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TRANSOL CORPORATION LIMITED
ABN 73 089 224 402
FINANCIAL REPORT FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

Notes to the Consolidated Financial Statements (continuad)
For the hatf-year ended 31 December 2006

Note3  Disposal of subsidiaries
Disposal of Transol Holdings Pty Ltd and Transol Pty Ltd

On 8 September 2008, the Board of Directors enfered into 2 sale agreament 1o dispose of s two subsidiary
entifles, Transof Holdings Pty Lid and Transol Pty Ltd.  The disposal was completed for $1 and the shares
transferred on that day, details of which are outlined below.

The major classes of assets and liabilities comprising the disposed of the subsidiaries as at the date of sale, being 8
Septamber 2008 are as follows:

$
Cash and cash equivalents 2,858
Trads debtors 20,219
Trade creditors {1,071,830)
Accruals {20,469
Payroll liabilities {57 817}
Provisions {2,858)
GST Payable (2.882)
Subsidiary net assets sold {1,132 878}
Proceeds from sale of subsidiary 1
Gain on sale of subsidiary 1,132,879

NOTE 4: CONTINGENT LIABILITIES
There has been no change in contingent liabilities since the last annual reporting date.

NOTE 5: EVENTS SUBSEQUENT TO BALANCE DATE

On 20th February 2007 Transol Corporation Limited lodged with the Austrafian Securities and Investment Commission
a prospectus to raise up fo $2,600,000 by offering 50,600,000 shares and 50,600,600 options with a 2 cent strke and
expiring on 31 May 2011,

NOTE 6: ISSUED CAPITAL

Movements in issued and fully paid up ordinary shares of the company during the half — vear were as follows:

Details Number of isgue Value

Shares Price 3

Opening Balance 50,148,304 13,754,830
New Shares — 15/08/2008 24 864,662 80008 e
New Shares — 15/08/2008 3,120,000 $0.01 31,200
New Shares — 20/10/2008 150,000,000 0015 2,250,000
Capital Raising Costs - {84,112}
228,133,966 15,842 018

i The value of $200,000 altaching to the issue of 24,864,662 ordinary shares was taken up and recorded in the
financial accounts as at 30 June 2008,
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TRANSOL CORPORATION LIMITED
ABN 73 089 224 402
FINANCIAE REPORT FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

TRANSOL CORPORATION LIMITED
ABN 73 088 224 462
FINANCIAL REPORT FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

DIRECTORS' DECLARATION
1. Inthe opinkon of the Directors of Transot Corporation Limiled

the financial statements and notes of the consolidated entity:

(i} give a true and fair view of the financial position as at 31 December 2006 and the performance for the period ended
on that date of the economic entity, and

fii} comply with Accounting Standard AASB 1029 “Interim Financial Reporting” and the Corporations Reguiations 2001

2. Due to the circumstances described in item 3 of this declaration, it is not possible to slate that the financial statements
and notes in respect of comparative pericd {31 Dacember 2005) and prior year periods {30 June 2005 and 30 June
2006), as set out on the preceding pages of the parent entity and of the economic antity,

(i} give a true and fair view of the financial position as at 31 Dacember 2005 and the performance for the half-year
ended on that date of the consolidated entity; and

(i} complying with Accounting Standard AASE 134 “Interim Financial Reporting” and the Corporations Regulations 2001;
and

3. Due to the Parent Entity being subject to external adminisiration and Receivers & Managers appointad for the period
15 July 2005 to 7 February 2006 and the associated disposal of the US based Red Light Camera business,
complete records have not been able fo be located. The effact on these circumstances on the financial report for
the six month period ending 31 December 2006 is in respect of the company’s comparative financial information for
the six month period ending 31 December 2005 and the year ended 30 June 2006. The Directors are of the opinion
that it is not possible to state that the financial statements and notes in respect of the comparative period to 31
Dscember 2005 and prior period to 30 June 2006 are in accordance with the requirements of the Corporations Act
2001 due to the lack of records and certainty in connection with the books and racords of the economic entity for
the comparative and prior raporting period.

4. As at the date of this report, in the directars opinion, they believe the company will be able o pay its debls as and when
they become due and payable.

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

Andrew Metcalfe
Girector

Dated at Melboumne 28 February 2007

Page 19



TRANSOL CORPORATION LIMITED
ABN 73 089 224 402

FINANCIAE REPORT FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

TRANSOL CORPORATION LIMITED
ABN 73 088 224 462

FINANCIAL REPORT FOR THE HALF-YEAR ENDED 31 DECEMBER 2006
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AUDITOR’S INDEPENDENCE DECLARATION
UNDER SECTION 307C OF THE CORPORATIONS ACT 2001
TC THE DIRECTORS OF TRANSOL CORPORATION LTD

[ declare that, 1o the bast of my knowledge and belief, during the half year ended 31 December
2006 there have been:

a} no contraventions of the auditor independence requirements as set out in the Corporations
Act 2001 in relation the audit; and

b) no contraventions of any applicable code of professional conduct in relation to the audit.

i
(&MM
BENTLEYS MR) MARTIN FENSOME

CHARTERED ACCOUNTANTS PARTNER

Dated in Melbourne on this ;:.8 day of February 2007
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INDEPENDENT REVIEW REPORT F+61 38274 G735
TC THE MEMBERS OF TRANSOL CORPORATION LIMITED
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Report on the Half-Year Financial Report

We have reviewed the accompanying half year financiat report of Transol Corporation Ltd (he
company”), which comprises the condensed balance sheet as at 31 December 2006, and the
condensed income statement, condensed statement of changes in equity and condensed cash flow
statement for the half year ended on that date, other selected explanatory notes and the directors
declaration,

Director’s Responsibility for the Half Year Financial Report

The director's of the company are responsible for the preparation and fair presentation of the half
year financial report in accordance with Australian Accounting Standards {including the Australian
Accounting Interpretations) and the Corporations Act 2001. This responsibility includes designing,
implementing and maintaining internal controf releveant to the preparation and fair presentation of
the half year financial report that is free from material misstatement, whether due to fraud or error:
selecting and applying appropriate accounting policies and making accounting estimates that are
reasonable in the circumsiznces.

Auditor’s Responsibility

Our responsibility is to express a conclusion on the half year financial report based on our review.
We conducted our review in accordance with Australian Auditing Standard on Review Engagements
ASRE 2410 Review of an interim Financial Report Performed by the Independent Auditor of the
Entity, in order to state whether, on the basis of the procedures described, we have become aware
of any matter that makes us believe that the financial report is not in accordance with the
Corporations Act 2001 including: giving a true and fair view of the company’s financial position as at
31 December 2008 and its performance for the half year ended on that date; and complying with
Accounting Standard AASB 134 Interim Financial Reporting and the Corporations Regulations
2001. As the auditor of the company, ARSE 2410 requires that we comply with the ethical
requirements relevant to the audit of the annual financial report.

A review of a half year financial report consists of making enquiries, primarily of persons responsible
for financial and accounting matters, and applying analytical and other review procedures. A review
is substantially less in scope than an audit conducted in accordance with Australian Auditing
Standards and consequently does not enable us o obtain assurance that we would become aware
of all significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.
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INDEPENDENT REVIEW REPORT
TO THE MEMBERS OF TRANSOL CORPORATION LIMITED {CONT'D)

independence

In conducting our review, we have complied with the independence requirements of the
Corporations Act 2001, We confirm that the independence declaration required by the Corporations
Act 2001, provided to the directors of the company on 28" February 2007, would be in the same
terms if provided 1o the directors as at the date of this auditor's review report,

Basis of Qualified Conclusion

The following was noted in the director’s declaration contained in the financial report of Transol
Corporation Ltd for the years ended 30 June 2005 and 30 June 2006 and for the half year
ended 31 December 2005.

Due to the Parent Entity being subject to extemal administration and Receiver & Manager
appointed for the peried 15 July 2005 to 7 February 2006 and the associated disposal of the
US based Red Light Camera business, complete records have not been able to be located.

At 14 July 2005 (the date of the appoiniment of Joint Administrators) the Company had
not completed its financial report for the financial year ending 30 June 2005. The
management and affairs of the Company were not under the control of the Directors
during the period in which the affairs were under the controf of the Receiver & Manager.
During that period books and records of the economic entfity required for the preparation
of the financial reports were either not preserved or made available to the Company and
its accountanis. Subsequent to the resignation of the Receiver & Manager and return of
the management and controi of the Company’s affairs to the Directors, if has not been
possible to obtain all the books and records of the entire economic entity for the relevant
period, parficularly books and records which would have been held by the Company’s
former USA subsidiary Transol USA, Inc and its accountants with certainty or at all, This
has resulted in delays in preparing the financial report and Directors’ Report which has
resulied in delays in the completion of the audit and the Directors being unable to
reconstruct complete financial and corporate records relating to the period, The
Company has prepared the financial report to the best of its knowledge, based on the
best information available {o it.

The Directors are of the opinion that it is not possible to state that the financial
statements and notes are in accordance wilth the requirements of the Corporations Act
2001 due to the fack of records and ceriainty in connection with the books and records
of the economic entity for the relevant period, particularly the Company’s former USA
subsidiary Transol USA, Inc and it's Canadian Subsidiary.

It is noted by the Direclors that the disposal of the Red Light Camera business and
application of the proceeds of the sale to the secured creditor, costs of the sale and costs
of the Receiver & Manager mean that while historical records are aHected and that this
may result in the financial information for the period in which the business was disposed
of not being complete, the absence of records is not expected to significantly detract from
the Company’s ability to identify and maintain proper bocks and records for its continuing
CLTNet® business and the assets it doss retain.
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INDEPENDENT REVIEW REPORT
TO THE MEMBERS OF TRANSOL CORPORATION LIMITED (CONT'D)

Basis of Qualified Conclusion {Continued)
Therefore the absence of records due to the external administration and disposal by the
Receiver & Manager primarily affects the historical records of the economic entity rather
than its ability to continue its retained business and operations.

As the accounting records as described above were not adequate to permit application of necessary
auditing procedures, we are unable to obtain all the information and explanations we require in
order to form an opinion on the financial reports for the year ended 30 June 2005 and 2005 and the
half year ended 31 December 20085.

Our auditors report on the financial reports for the year ended 30 June 2005 and 30 June 2008 and
review report for the half year ended 31 December 2005 were modified accordingly.

Qualified Conclusion

In our opinion, except for the effect of the comparatives of the adjustments, if any, to the results of
the operations for the year ended 30 June 2005 and 30 June 2006 and the half year ended 31
December 2005, which we might have determined to be necessary had the information and
explanations we required been available,

based on our review, which is not an audit, we have not become aware of any matter that makes us
believe that the half-year financial repori of Transol Corporation Ltd is not in accordance with the
Corporations Act 2001 including:

i, giving a true and fair view of the company's financial position as at 31 December
2006 and of its performance for the year ended on that date; and

ii.  complying with Accounting Standard AASB 134 Interim Financial Reporting and
the Corporation Regulations 2001; and

Material Uncertainty Regarding Continuation as a Going Concern

Without qualifying our opinion, we draw attention to Note 1 in the financial report which indicates
that the company incurred operating losses of $250,026 during the half-year ended 31 December
2008, This condition, along with other matters set forth in Note 1, indicate the existence of a
material uncertainty which can cast doubt about the company's ability to continue as a going
concern.

b s o

BENTLEYS MRI MARTIN FENSOME
CHARTERED ACCOUNTANTS PARTNER

Dated in Melbourne onthe J2 of February 2007



