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% Chairman’s Statement

During the year ended June 2003 Pracom complsted the strategic
changes and restructure that had been foreshadowed at the
previous Annual General Meeting.

The significant restructuring and consolidation of the business
elements has led to & leaner organisation more focused on core
husiness and able to operate with significantly reduced costs.

This has enabled Pracom to deliver an improved performance in g
year that has continued to provide considerable chalienges for the services,
tetecommunications and technology business secters. The Board expects that these
changes will provide the basis for the return to profitability and strengthening of the
halance sheet, which has been eroded by a more conservative view of intangible assets
and two years of losses.

A number of board changes have taken place during the last year. My, Bruce Carter, co-
founder of Pracom, retired from executive responsibitities in December and will
continue his association with the Company as a Non-Executive Director. Two former
directors, Michasl Wilton and Terry Winters resigned from the Board late in 2002 and |
wish to thank them for their valued contribution during their four years of office.

As Twill be retiring at the Annual Generai Mesting in November and not be standing for
re-glestion, | thank each of my fellow Directors for their counsel, support and
commitment to Pracom during an extremely demanding time.

Finally, on behalf of my fellow Directors | also thank all the employees of Pracom and our
valued customers and suppliers for thelr continued suppart during 2003,

s b p

John Grigg.

-~

Chairman.



On behalf of Pracom Ltd, | have
pleasure in presenting my report
for the financial year ended 30
June 2003. Ag communicated in
our last two Dirsctors’ Reports,
Pracom has been undergoing a
complete  restructure  and
censolidation of its business
activities  with the aim of
returning the business to a
sound financial footing with a sustainable profit. A
strategic ptan that was developed early in 2002 has now
been fully implemented across the business, and has
seen Pracom refocus on its core strengths providing
outsourced business process services,

Whilst the rate of change within the arganisation has
created significant cost and pain, at an operating fevel
the financial results for the year show a dramatic
improvement. A key objective in the fast year has been
a significant reduction in bank debt and the Board is
pleased to advise that gress debt levels have been
reduced by 25% in the 12-month period. The hard work
and tough decisions implemented over the year have
positioned Pracom to again improve the financial
performance in the coming financial year.

y Faameias PERromsune

Key operating results for the Year Ended 30 June 2003,
include:

+ Earnings Before Interest, Tax, Depreciation and
Amaortisation {EBITDA} of $1.7m, including once-off
restructuring charges of $0.8m, which is an
unproverment compared to last year of over §6.8m;

+ The improved EBITDA has been achievaed from revenus
of §76m, down from $178m, following the sale of twe
toss-making busginess units over the last 18 months;

+ When measured at EBIT level befere reassessment of
asset valuss, the company has reported an operating
toss before interest and tax of $2.9m, an improvement
of $13m against the previous comparable peried;

+ A netloss before tax of $5.3m compared to a loss in
2081/02 of 895.3m, {including all re-assessment of
asset values within the business}; and

+ Cash on hand of 84.3m after a reduction in bank debt
of over $5m in the year.

These financial results demonstrate substantial
improvement in the operating performance, however
the Beard is cognisant of the challenye ahead to rebuild
the balance sheet in erder to provide financial strength
for the future.

Summartised operating results are as follows:

Year ended Year ended
30 June 2083 30 June 2002
{AS 00B) {AS 000)
Sales revenue 76411 178,546
Profitfioss) before tax {5,354} {95,336)
Reconciliation of Profit/{Loss) Before Tax
EBITOA - Continuing Business 4,591 1,359
EBITDA - Biscontinuing Busingss {2,099] {14,877
Operating EBITDA 2492 {3,518
Restructuring charge {817} {1,382}
EBITDA 1675 {4,900
Uaprociation {3,954} {6,770
Amortisation {599] {4,291}
EBIT hiefore Asset Value Reassessment [ Sale of Business {2,878} {15,961}
Net Profit/{iLossh on Sale of Business {784} 1,026
Re-assessment of asset carrving valug . {79,019
EBIT {3,662 {93,954}
Net interest {1,692} {1,382}
Profitf{Loss) hefore tax (5,354} {95,336}
Tax {3,322} 18,086
Profitf{Loss) after tax {8,676} {85,250

PRAaCc BRI
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Fracorm Today

Pracom is primarily an outsourced services company,
focussed on delivering to major corperate customers a
range of specialist cutsourced services that require the
combination of skilled people, efficient business
processes and in-house doveleped  intolectual
property. Pracom has delivered this type of service for
over 15 years and is recognised as an expert in this field.
Grouped as the Services Division, these activitios
represent 98% of revenue and profits in the current
market.

tn addition to the Services Bivision, Pracem has an
investment in wortd-class telecommunications software
that has been BEM-ficensed to Intel. Recently launched
as Pracom Oasis, this software i3 alse sold by the
Technology Division to a variety of value-added
resellers {VARs) around the world and it provides a
platform for the delivery of advanced VR and speech
recognition sclutions to teleconmunications companies
and other corporations. Having invested significant
research and development into its products over the
tast ten years, the Technology Division has been
reshaped, enabling it to take advantage of our unigue
competitive advantages in a glebal market that is
showing some signs of improvement.

COMMERNTARY (1

AR ARCIRL PERFORMANEE

Given the significant change in the company over the

tast 12 months, further explanation of key financial
aspacts of the business is appropriate.

Hevenue

The significant reduction in revenus, against the previcus
comparable period, is a result of the sale of two Joss-
making divisions, the Retail Division {May 2002} and the
nfrastructure Services Division {December 2002).
Ongoeing busingss activities in their current form are
expected to generate over $50m in revenue in the 2003/04
financial year. The majority of this revenue will be
generated from the Services Division.

Browde Brebt Peduotion

Pracom has worked closely with its bankers in reviswing
and reducing the fevel of long-term debt. Net debt, which
allows for cash-on-hand, has been reduced te $128m
following repayments in the year of $5.1m. Further debt
reductions are planned in 2003/04 and we will continue to
waork closely with the bank to manage ongoing levels of
debt. The Pracom Board has received formal
confirmation from the bank of their ongoing support for
the company's business plan for the next 12 months.

Lepreciation ard Amortisation

Pracom has received the benefit this year of the
reduction in depreciation and amortisation charges

resufting from the significant write-downs in asset values
in the prier financial year. Tight control on capital
expenditure i the last 12 months will deliver a further
reduction in depreciation charges during the coming year.

Fevaluation of Tay Sssels
el the Bolance Sheat

Given the pending change in the Australian tax
eonsolidation regime, the Pracom Beard has reviewed
the appropriateness of accumulated tax losses on the
Balance Sheet Following that review, the Directors
have determined that a more conservative view of the
recovery of the value of these assets is appropriate and
has taken the decision to reduce the net value of
accumulated tax fosses on the balance sheet as a non-
eash, non-operational item by $2.5m.

Orwe-off Fraud lesue

A Pracom business unit was subjected to & wel-
orchestrated fraudutent use of its services over a two-
month pericd during the year. The amount of loss is
potentialty around $1m and aggressive action is being
taken to recover as much of that loss as possible. As
recovery cannet be gquantified at this time, the Board
has taken the conservative position of providing for the
full amount of the outstanding debt. Internal managers
and external experts have reviewed systems and
procedures with significant changes to strengthen
operating controls being implemented to ansure that
this action s pravented in the futers.

Generad Reduction in COwverbeadds

An aggressive review of the costs structure of the
business has resulted in significant reductions in
overheads across the business, which will assist in the
overalt  improvement in  financial performance.
Substantial savings have been achisved by increased use
of technology, smarter processes and implementation of
tighter cost controls, alf of which will contribute to
improved financial performance in the future.

SR G AT ACTWVINEE

Zale of Infractructure Bervioes
Pracom completed the sale of its Infrastructure
Services business unit to Eftnet Technologies Lid on 23
December 2002, Infrastructure Services, which was
focussed on the construction and office fit out industry
for elpctrical, voice and data cabling services,
eontributed a loss of $2.4m for the full financial year.
Funds received from the sale were directed towards
reducing bank debt.



Change i Directors

s Mansgement

Mr Bruce Carter, ane of the business founders, retired
from executive duties with the company as at 31
Jecember 2002 and continues as a Non-Executive
(irector. Following the completion of the recent
strategic changes, the Chairman, Mr John Grigg, has
indicated that he wishes to retire at the 2002/03 Annual
General Meeting and will not seek re-election as a
Oirector. Mr Darryl Phillips, currently an independent
Men-Executive Director, will assume the role of
Chairman, however no replacement directors will be
appointed at this time. Two former directors, Michael
Witton and Terry Winters, resigned from the Board
during the year and the Board would like to thank them
for their significant contribution to the company during
difficult times,

Following these changes, continuing Directors on the
Board of Pracom will be:

+ Darryl Phillips, Chaieman and Non-Executive Director;
+ Bruce Carter, Non-Executive Director;

+ Rex Woeod-Ward, Non-Executive Dirgctor; and

+ David Paranthoiene, Managing Directar,

Following the implementation of the strategic plan over
the fast 18 months, Michael Corry, Chief Financial
Officer and Company Secretary, left the company in
September 2002, with the Board's thanks for his
contributien during a period of significant change. His
reptacement is Elaine Farrelly, who will be promoted
from General Manager, Commercial to the new position
of Executive General Manager, Finance & Commercial
and Company Secretary. Ray South will continue as
Agsistant Company Secretary.

CUTLOOK

With the strategic plan now fully implemented,
management have spent the last six months on retaining
and growing revenue from existing customers whilst
pursuing new opportunities.

The simpler business plan, with a focus on outsourced
services, is starting to deliver results, with recent new
business expected te add significantly to our call centre
activity for 2003/04.

The Board is, however, concerned at the thin financial
base on which the company is operating after
significant losses over the last two years and the entire
Pracom team is working diligently at rebuilding the
Balance Sheet by delivering profits and lowering debt.

MNew opportunities continue te be challenging to
ungarth but the Pracom Sates Team are working hard on
broadening the customer base to ensure that financial
growth targets are met. Pracom is expecting continued

—> MANAGING DIRECTOR'S REVIEW for Year Ended 30 June 2003

pressure gn operating marging throughout the coming
year, and will ensure that the business continues to
operate on the leanest possible cost base, whilst
protecting skills and capability to deliver excellent
setvics to its custemers,

REVIEW OF
PRACOW DPFERETIONS

Buring the year, Pracom continued to operate with two
primary divisions as shown below, which were
supported by a Shared Services team. The financial
perfermance of each division is set out in the segment
reporting in the enclesed financial report.

PRACOM
LMITED
|
1 1 1
SERVICES SHARED TECHNOLOGY
BIVISION SERVIEES DIVISION
I
OUTSOURCED WORKFORCE
SERVICES MANAGEMENT

SERVICEE DIVIGION

The Services Division creates and delivers a range of
inngvative  outscurced  services  through  the
combination of peeple, process and technology te major
corporations in Australia,

There arg two separate business units within the
divisien - Outsourced Services Group and Workforce
Management Services -~ both of which draw on a range
of skills and processes as well as internally developed
intellectual property to deliver & broad spectrum of
services. Pracom’s Services Divisions competitive
advantage liss in s ability to provide an end-te-end
customised solution through combining skilled people,
business process engineering and its own internal
inteffectual property to deliver a complete service,
thersby adding significant value to our customers
business activities. Whilst the Services Division has
been traditionally focussed on the telecommunications
industry, new opportunities in different industry sectors
arg alse being aggressively pursued and are now
starting to contribute material revenue to the division.

The Services Division represents the major portion of
the company’s revenue, with over $71m being recorded
far the full financial year including $13m from
Infrastructure Services, which was sold during last
financial year. Segmented results for the Services
Division show a conteibution to the company results of
$5.1m for the full year, which include operating fosses
for the discontinued business unit of 82.4m.

PRAaCeM [HEI|




hiseuresd Bervices Group (O8G)
The Outsourced Services Group continues to foeus on

the delivery of a broad range of services within three
key skill sets:

+ Customer Contact Centres - managing inbound and
outbound calls and delivering customer service
information on behalf of a range of clients. Utilising
Pracom's own call centre systems, there is currently
capacity for over 450 specialists in contact centre
activities,

+ Order Management - combining specialist logisties
management with business processes to manage a
high volume of low value orders for a range of goods
and services such as mobile phones and
accessories.

+ Billing Solutions - the delivery of carrier-based, cost-
controlted systems for telecommunications charges,
built on Pracom's technology that allows real time
controb of call charges. In the Australian market,
moBIZ is the maost prominent example of & Pracom
billing solution -~ see it at www.moBlZ.com.au.

008G concentrates on delivering a flexible suite of
service components for an end-to-end solution, with
custemers able to select and match relavant
components of Pracom’s skill set to meet their specific
reguirements,

While much of 085G's revenue is based on contractual
retationships with its customers, eperating marging
continge to be under the usual commercial prassure,
against a hackground of strong competition for existing
contracts. Whilst some contracts complete their term
without renewal and other existing contracted services
are renegotiated, new business is aggressively heing
sought by the Pracom Sales Team and some successes
have been recorded gver the last six months in securing
new business.

Workoree Managemerd

Sorvices WS

Utilising Pracom's proprietary intellectual property,
Woarkforce Management Services has developed
business processes to manage a diverse technical figld
warkforce of over 380 contractors and direct employees
who undertake over 20,000 broadband/telepheny
installations a month on behalf of telecoms carriers
around Australia. A majority of the activity in the last 12
months has been focussed on installations of
troadband internet via cable, copper telephony and Pay
TV into residential properties, and in the last six months
Pracom has renewed its contract with Optus to
continge the delivery of these services for the next
twe years.

Growth within WMS wil come from industry sectors
gther than telecommunications, and discussions are

well advanced with a number of potontial customaers, on
how Pracom can add valee to their overall customer
offering by otilising its unigue intellectual property,
intelligent business process engineering and skilled
technicat workforce. The Workforce Management
systems efficiently manage the complete spectrum of
tasks for a field workfarce, such as:

+ efficient electronic job allocation and monitoring;

+ timely contral of jub completion with online reporting
te the customer;

+ quality assurance to ensure the work completion and
high levels of customer service;

+ consolidated invoicing to the customer for all jobs
campteted by period;

+ payment to a broad range of field-hased individual
contractors; and

+ establishment and monitoring of key performance
indicators, including detailed reporting.

TECHNOLOGY DIVIEION

As part of the restructure of the business over the last 18
rmonths, the Technology Division was refocussed on the
development and sale of world-class call control
solutions  for  telecommunications  switching
environments, based on the Steadycom intelectual
property and the intel Open Pregrammable Server. The
flat global market for telecommunications technology has
restricted capital expenditure by ecarriers on new
technolegy, resulting in the Technology Division reporting
disappointing revenue of $5.2m and & negative
eontribution to the company results of -83.8m for the year.
However Pracom has crested significant momentum in
the last six months following the release of the new Dasis
platform, which combines all the extended features of the
Steadycom application development tools with the {ntel
technology in & single box. A significant number of
yuotations and negotiations for Pracom  QCasis
instatiations have been undertaken over the last six
months, which are expected to convert to revenue within
this financial year.

Oasis i3 an advanced telco-grade open switching
platform that integrates premium Intel hardware and
offers high density, high- reliability and high scalability
te global enterprise customers or telecommunication
eustomers, Dasis altows users to rapidly develep and
deploy a range of value-added applications including
voice recogrition systems such as voice-activated
diallers, audic conferencing, unified messaging and a
complete range of prepaid telecommunications
products for long distance, mobile and internet usage.

Whilst the market is far from booming, Pracom has
noticed a steady increase in the number of enguiries
and qualified sales prospects over the last six months.



An aggressive sales plan has been established for Gasis
in the Asia-Pacific region over the coming 12 months
and Pracom will continue to work closely with its value-
added resellers throuvghout the region te achieve
this goal.

SHARED SERVICES

The provision of support services for the operating
divisions of the company is undertaken through Shared
Services, which includes a centralised credit function,
financial and management accounting, 1T eperations,
human resources and general administration, including
property and insurance. This team has been
significantly reduced in size over the last 12 months teo
reflect the overall reduction in the business and
continues to offer efficient services across the group,
with the costs to operate Shared Services dropping by
$11m to $5.8m.

SURAREARY

Being a services besiness, the balance sheet has
historically had a large reliance on intangible assets.
Following the decision to take the conservative view on
intangible values, which has resulted in write-offs,
Pracom has to rebuild the balance sheet, either by
making and retaining profits or by raising capital to
strengthen the financial resources of the company.

—> MANAGING DIRECTOR’S REVIEW for Year Ended 30 June 2003

The strategic changes implemented over the last 12
months wilt form the basis for a sustainable future for the
company and the Board is convinced that the operational
strategy of the business can gensrate profits to the
company in the immediate future. The coming year is
expected to defiver & sound performance from the
Pracom Services Division in defivering seevices based on
16 years experience as well as the conversion of
momantum to sales within the Technology Division.

Hewever, the Board is concerned at the combined impact
on the Balance Shest of the significant losses and
revatuation of intangible assets over the last two years.
The entire Pracom team is totally committed to rebuilding
the Balance Sheet by delivering profits and lowering
debt, as well as undertaking a strategic review of the
capital structure of the business with the goal of
returning the company to a solid and profitable business.

David Paranthoiens

Managing Director
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Jubn Grigy
Chairman

Mr Grigg joined the Board in
January 2001, With 2h years
experience in the
information technology
industry tn Australia, USA,
Europe and Asia, he brings
considerable global expertise 1o the Board. He has
held board positions in Australia in the information
techinology, outscurcing and utilities industries,
and in & number of government and chatritable
institutions. He is a fellow of the institute of
Company Directors.

Flavld Paranthoione

Managing Director

As a founding principal of
Pracom Limited, David has
devoted the past 15 years
to Pracom and
the telecommunications
industry.  Prior  to  this,
David's background centered around business
operdtions within service enterprises. David is
committed to ensuring Pracom  builds &
sustainable business that delivers dcceptable
returns to shareholders.

Hrans Cartar
Non Executive Director

A founding principal of
Pracom Limited, Bruce was
responsible for the start up
of the company and retired
from Executive duties in
December 2002 after 4
years of service. With a focus on strategic
develepment and building relationships with malor
technology partners, Bruce will continue to
contribute as a non executive director, drawing on
his background in commerce and management
systems, having previously worked as &
consultant for Coopers & Lybrand.

Hox Wood - Ward
Non Executive Director

With over 30 years of
internationat experience in
general management,
mergers and acquisitions,
corporate  strategy and
structuring, Rex has been a
director of several public companies on thres
continents. Having led its IP0 on the ASX in 1995,
Rex remains non-executive Chairman of Corporate
Express Australia Limited, and is also a non-
executive director of Lighting Corporation Limited
and Skydeme Holdings Limited, both ASX listed
companies.

Darryl Phi
Non Executive Director

Barry brings to the company
his 40-year track record
in  innovation,  general
business management, fund
management, marketing and
communications. He has
founded, developed and managed successful
companies and groups in South Africa, the United
Kingdom and Australia in the investment,
advertising, marketing and software industries.

Garryl has been Chairman, CEQ and a director of
severat exceptionally successful privately held
organisations as well as fulfiling these same
responsibiliies on behall of a London Stock
Exehange listed company. Darrvl is contributing te
strategic planning and his extensive marketing
and communications experience is assisting inthe
development of successful opportunities and
lateral solutions.



Ladne Farrelly
Executive General

Manager, Finance &
Commercial

Eiaine joined the company in
early 2001 and brought to
Pracom  her  extensive
expetience in commercial
and financial management.  Elaine has
implemented and managed strategic and
operationat planning processes, identified profit
improvement and expansion opportunities, and
managed finance departmernits, while working in
senior roles for companies such as Optus, Fairfax,
ICl Australia {Orica) and KPMG. Elaine holds a
Bachelor of Commerce Degree, majoring in
Accounting and Commercial Law from the
University of Melbourne and is a member of the
Australian institute of Chartered Accountants.

Down Lavkie
Manager, Risk Mitigation
& Corporate Services

Dawn has held senior
positions  in both  the
telecommunication and
FMCG industries in New
Zealand, Australia and Great
Britain. Having recently joined Pracom, Dawn
brings a wealth of experience in credit, risk and
human resource policy and procedure. Dawn is
responsible for the facilitation of business
continuity and risk mitigation across Pracem's
husiness units in line with best practices. She is
atso responsible for the human resouree activities
across the business, directing and maintaining a
corporate workforce plan to ensure optimum
development of employees, and adherence to
workplace safety, equal employment and privacy
policies.

SERVICES DIVISION

Bolwert Farmer
Executive General

Manager, Dutsourced
Services Group

Rob has over 10 vyears'
experience i the
telecommunications
industry and has heen with
the Pracom Group since early 1995, Having held &
range of roles within Pracom, Reb is now
responsible  for the management of the
Outsoureed Services Group. As well as being
responsible for key customer relationships and
eommercial management, Rob drives new growth
opportunities encompassing outsourced services
and hosted technology selutions.

Jeshn Grarne
Executive General

Manager, Workforce
Management Services

John has over 20 years of
experience N managing
products and services in the
telecommunications sector
within Australis and Asia. His current role at
Pracom is to provide value added solutions in field
workioree management for his key customers
within the telecommunications and other
industries on a nationat basis. John's manadate is
to promote and grow the core competencies of
resource management and guatity systems within
the Australian market place.
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stens MicCluskey

General Manager, Sales
and Marketing

Glenn  has  over 20
years gxperience in
the  Telecommunications
industry having held senior
positions in both Australia
and USA. Glenn has extensive sales and
marketing experience. Such experience has beern
gained across several industries and many
international markets. Having been instrumental in
seiting up the Cellular Division for Motorola in
Australia, Glenn has managed several businesses
focusing primarily on strategic direction and
revenue growth. Glenn's focus is on driving such
growth in the Services Division of Pracom.

TECHRG

LOGY DiVESE

[

ey Slesr
Senior Vice President
and Head of Technology

Greg is one of the founders
of Steadycom  Limited,
acquired by Pracom in 2000
Joining Pracom as Chief
Technology Officer, Greg is
the Senior Vice President of Technology Strategy
and is responsible for Pracom’s global techniology
strategy. Greg has been involved in the
develepment of the unigue Steadycom Platform
and is instrumernital in its comtinuing domestic and
global suecess. He has over 13 years' expetience
in telecommunications and computer telephony
technology and has an extensive background in
the management of sales, business development,
strategic partnerships, technology development
and product management.

b Dimbropocies

Senior Vice President,
Strategic Development

John has developed strong
international experience in
predominantly commercial
and financial roles. John has
been involved in the
telecommunications industry for over 14 years.
Criginally working with Nortel in London and New
York, John returned to Australia and took up the
role of Business Consultant with Tabeorp Limited.
He moved to Gptus Vision as Commercial and
Operations Manager, before joining Pracom in
1997 as Chief Executive Officer for Total Tel
Limited. John holds a Bachelor of Business
{Accounting and Computing}.

Howeard Bross

Senior Vice President,
International Business
Development

Howard has had considerable
accomplishment in building
international  sales  and
opsrations organisations. A
native of Canada, he held
positions of Vice President of Operations for
Perception Canada, Perception Technology and
Brite Voice Systems. He became Vice President,
Legal Affairs for Brite and later was responsible
for thewr sucesessful Asia-Paeific expansion. He
exponsittially expanded International business for
SpeachWorks, and new brings his 20 years of
technology experience to Pracem. Educated in
law, television production and French film, he is
hased in Boston, Massachusetts.






— Directors” Report

The directors of Pracom Limited present their report together with the financial report for the year ended 30 June 2003

PRINCIPAL ACTIVITIES

The principal activities during the year of entities within the consolidated entity were as a supplier of sutsourced
services and technology solutions.

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

REVIEW AND RESULTS OF OPERATIONS

Pracom’s summarised operating results are as follows:

Year ended Year ended
30 June 36 June
2603 2082
$'000 $'060
Revenue from ordinary activities 76,411 178,546
Profit /{loss) before tax {5,354} {95,336}
Reconcitiation of Profit/{Loss) Before Tax
EBITDA - Continuing Business 4,591 1,388
EBITDA - Discontinuing Busingss {2,639} {4,877}
Dperating EBITDA 2,492 {3,518)
Restructuring charge 817 {1,382}
EBITDA 1675 {4,908}
Depreciation {3,954} {6,770)
Amaortisation {585} {4,291}
EBIT before Asset Value Re-assessment/Sale of Business {2,878} {15,961)
Met Profit/floss) on Sale of Business {784} 1,026
Re-assessment of asset carrying value - {78,019
EBIT {3.662} {93,952)
Met interest {1,682} {1,382}
Profitf/{loss} before tax {5,354} {95,336}
tncome tax {expensel/benefit {3,322} 14,086
Profit/lfoss) after tax {8,676} {85,250}

STAFFING

Pracom remains committed to investing significantly in its people and to attracting high guality staff with the skills and
experience te build a streng global business. The Directors acknowledge the outstanding effort of the entire Pracom
team throughout the year, and thank them for their contineed commitment and support of the strategic changes within
the company.

Staff numbers as at 30 June 2003 were 523 {2002: 723}

EARNINGS PER SHARE

Basic garnings per share {$0.0569}
Diluted earnings per share {50.0569)
DIVIDENDS

Mo dividends have been paid or recommended during the year.

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

The company concluded the sale of its loss making Infrastructure Services business unitin December 2002. Details of
1 this sale are contained within note 31, Discontinuing Operations.
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SIGNIFICANT EVENTS AFTER THE BALANCE DATE

Mone to report.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

Pracom has completed the implementation of a strategic plan that has seen the business refocussed on its core
strengths: creating smart solutions through combining people, process and technology.

{uring the year, Pracom operated through two key business units, the Services Division and the Technology Division.
The Services Bivision provides outsourced call centrg and logistics operations and weorkforce management for
broadband/telephony installations. The Technology Division provides advanced software for telco-grade systems
through global partners to deliver enhanced network services to corporates and telecommunications carriers.

The business is expeeted to continue to deliver improved financial performance through a more streamlined and
focussed organisation, with sales from our core activities ferming a solid base for the future.

ENVIRONMENTAL REGULATION AND PERFORMANCE

The consolidated entity is net required to hold any Environmental Protection Authority licenses.

INTERESTS IN THE SHARES AND OPTIONS OF THE COMPANY AND RELATED BODIES

CORPORATE
At the date of this report, the interests of the dirgctors in the shares and aptions of the company were:
Fully Paid Options over

Ordinary Shares Ordinary Shares
B. Carter - 2,000,000
J. Grigg 300,000 500,000
. Paranthoiene - 2,000,000
0. Phiflips - 500,000
B Wood-Ward - 500,008
CarPar Investments Pty Lid * 28,117,000 .
B.S. Carter Superannuation Pty Ltd 5,060,000
Paranthoiene Superannuation Pty Lid 5,000,000

*CarPar Investments Pty Ltd is beneficially owned by Messrs Paranthoiene and Carter and held directly through the
{).4. Paranthoiene Family Trust and the B.S. Carter Family Trust.

SHARE OPTIONS

Unissued shares

As at the date of this report, Pracom Limited had on issue 9,168,236 (2002: 16,753,956} options to acquire ordinary shares

as follows:

Date Issued No. of Options Exereise Price Expiry Date
15-Feh-99 200,500 $0.98¢ 14-Feb-04
17-May-00 4,600,600 $2.608 18-Apr-05
18-Jul-00 70,600 $1.218 18-Apr-05
31-Aug-00 632,636 o878 31-Aung-05
31-Aug-00 360,500 $06.300 31-Aug-08
31-Aug-01 750,000 $06.300 31-Aug-08
10-0ct-01 1,415,600 $06.338 31-Aug-08
14-Nov-01 500,600 $1.00¢ 14-MNov-086
1d-Nov-01 360,500 $0.408 14-MNov-06
13-Nov-02 1,600,000 $06.138 13-Nov-07

Option holders do not have any right, by virtue of the option, to participate in any share issue of the company or any
related body corporate or in the interest issue of any other registered scheme.

PRACESM [
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Shares issued as a result of the exercise of options during the year

Number of Options Exercise Price
Mt n.a.

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFICERS

{uring the financial year, the company has paid premiums in respect of a contract of insuranee for Directors” and
Dfficers” Liability.

The nature of the Habilities insured and premium payable under this contract of insurance has not been disclosed in
accordance with confidentiality provisions within the pelicy.

The company did not indemnify or otherwise insure any director or officer other than as indicated above.

DIRECTORS’ AND OTHER OFFICERS’ EMOLUMENTS

(etails of the nature and amount of sach element of the emclument of each director of the company and each of the
officers of the company and the consclidated entity received during the financial year are as follows:

Emoluments of directors and officers of Pracom Limited

Long Term

Annual Emoluments Emoluments
Fixed Remuneration Bonus  Termination Options Granted' Total

Paymants
Directors § 3 $ | Numbaer $ $
B. Carter 192,829 452,419 645,348
J. Grigg 61,311 61,311
{J. Paranthotene 317,481 82,500 359,961
{J. Phillips {appointed 18/69/02) 31,749 500,800 5,600 36,749
M. Wiltan (resigned 18/09/02} 10,162 10,102
T. Winters {resigned 13/11/02) 15,545 15,545
B. Wood-Ward {appeinted 18/09/82} 31,749 500,800 5,600 36,744
Dfficer

M. Corry 226,078 27,523 253,601

Officers are dirgctors and executives who participate in making decisions that affect the whole, or a substantial part,
of the business of the company and the consclidated entity.

{uring the year, two of the directors, Messrs Carter and Paranthoiene also acted in the capacity of officers of Pracom
Limited. Mr M Corry was the only non-director whe was an officer for these purposes.

The slements of emoluments have been determined on the basis of the cost to the company and the consolidated
antity.

The process for setting remuneration of directers and officers is set out in the Corporate Governance section of this
financial report.

'Options granted as part of remuneration have been valued using the Black-Scholes option pricing model, which takes
account of facters such as the option exercise priee, the current level and velatility of the underlying share price and
the time to maturity of the option.
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DIRECTORS' MEETINGS

The numbers of meetings of directors {including mestings of committess of directors) held during the year and the
number of meetings attended by cach director were as follows:

Directors’ Meetings No. of Meetings
Held during term of Attended
office in cuerrent year
B. Carter 15 12
J. Grigg 18 15
. Parantheiene 15 15
{J. Phillips {appointed 18/09/02) 1 10
M. Wilton {resigned 18/09/02} 5 5
T. Winters {resigned 13/11/02} 6 6
R. Wood-Ward {appointed 18/09/02} 11 1]
Audit Committee Meetings No. of Meetings
Held during term of Attended
office in current year
J. Grigg 3 3
0. Phillips {appointed 18/09/02} 2 2
M. Wilton {resigned 18/09/02) ] 1
R. Wood-Ward lappointed 18/08/02 2 2

As at the date of this repert, the company has an Audit Committes comprising Mr J Grigg, Mr D Phillips, Mr R Weod-
Ward and Mr B Carter {appointed 06/08/03).

ROUNDING

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

CORPORATE GOVERNANCE

Ir recognising the noed for the highest standards of corporate behaviour and accountahbility, the directors of Pracom
Limited support and have adhered to the principles of corporate governance. The company's corporate governance
statement is contained in the additional ASX information section of this annual report.

Signed in accordance with a resolution of the directors.

Director Director

Methourne, 26 September 2003.
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— I 120 Collins Street ¥ Tl 613 9288 8000
=l ERNST & YOUNG Melbourne VIC 3000 Fax 61 3 9654 6166
Australia DX 293 Melbourne
GPQO Box 67B
Melbourne VIC 3001

To the members of Pracom Limited

Scope

The financial report and directors responsibility

The financial report comprises the statement of financial pesition, statement of financial performance, statement of
cash flows, accompanying notes to the financial statements, and the directors’ declaration for Pracom Limited ithe
companyl and the consclidated entity, for the year ended 30 June 2002, The consclidated entity comprises both the
company and the entities it controlled during that vear.

The directors of the company are responsible for preparing a financial report that yives a true and fair view of the
financial position and performance of the company and the consolidated entity, and that complies with Accounting
Standards in Australia, in accordance with the Corperations Act 2001, This includes responsibility for the maintenance
of adeguate accounting records and internal controls that are designed to prevent and detect fraud and erroe, and for
the accounting policies and accounting estimates inherent in the financial repodt.

Audit approach

We eonducted an independent audit of the financial report in erder to express an opinien on it to the members of the
company. Our audit was conducted in accordance with Australian Accounting Standards in order to provide
reasonable assurance as to whether the financial report is frae of material misstatement. The nature of an audit is
influenced by factors such as the use of professional judgement, selective testing, the inherent Hmitations of internal
contral, and the availability of persuasive rather than conelusive gvidence. Therefore, an audit cannot guarantee that
all material misstatements have been detected.

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

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

+ Examining, on a test basis, information to provide evidence supporting the amounts and disclosures in the financial
raport, and

« Addressing the appropriateness of the accounting pelicies and disclosures used and the reasenableness of
significant accounting estimates made by the directors.

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

Woe performed procedures to assess whether the substance of business transactions was accurately reflected in the
financial report. These and our other procedures did notinclude consideration of judgement of the appropriateness or
reasonableness of the business plans or strategies adopted by the directors and managemaent of the company.

independeance

We are independent of the company, and have met the independence requirements of Australian professional ethical
pronouncements and the Corporations Act 2001, In addition to our audit of the financial report, we were engaged to
undertake the services disclosed in the notes to the financial statements. The provision of these services has not
inpaired owr independence.
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Audit Opinion
tn our epinton, the financial report of Pracom Limited is in accordance with:
{a} The Corporations Act 2001 including:

{it  giving a true and fair view of the financial position of Pracom Limited and consolidated entity as at 30 June
2003 and of their performance for the year ended on that date; and

{il  complying with Accounting Standards and the Corporations Regulations 2001, and

{bY  other mandatory professional reporting requiremants.

inherent Uncertainty Regarding Going Concern Basis of Accounting

Without qualification to the opinion expressed above, attention is drawn to the fellowing matter. As disclosed in Note
t under the heading “Basis of Accounting” there is inherent uncertainty whether Pracom Limited will be ahle to
achigve its business plan which refies on funding generated in the normal course of business, leveraging of profitable
new busingss from both services and technelogy intellectual preperty and continued sepport from funding providers.
Therefore there is significant encertainty regarding the going concern presumption. If the entity is unable to continue
as a going concern it may be required to realise its assets and extinguish its liabilities other than in the normal course
of business and at amounts different from those stated in the financial report. The financial report does not include any
adiustments relating to the recoverability or classification of recorded asset amounts, or to the amounts or
classification of liabilities, that might result if the accounts were prepared on a basis other than going coneern.

/gy«s‘ :

Ernst & Young

Stuart Alford Partner
Melbourne, 30 Septemher 2003
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% Directors' Declaration

n accordance with a resofution of the directors of Pracom Limited we state that
{1} I the apinion of the directors:

{a} the financial statements and notes of the company and of the consolidated entity are in accordance
with the Corperations Act 2001 including:

it giving a tree and fair view of the company's and consolidated entity’s financial position as at 30
June 2003 and of their perfermance for the year ended on that date; and

fii}  complying with Accounting Standards and Corporations Regulations 20081, and

{bi there are reasonable grounds to believe that the company will be able to pay its debis as and when
they become due and payahle.

{2} Inthe opinion of the directors, as at the date of this declaration, there are reasonable grounds to belisve that
the members of the closed group identified in note 9 will be able to meest any obligations or liabilities to which
they are or may become subject, by virtue of the deed of cross guarantee.

On behalf of the Board
M‘ c{q./ :
Director Director

Melhourne, 25 September 2003

[I1IEE]



—> Statement of Financial Performance Year Ended 30 June 2003

Consolidated Pracom Limited
Note 2083 2002 2003 2002
$'060 $'o06 s'o0e $'o08

Revenue from ordinary activities z 76,411 178,546 45,142 57,810
Cost of goods sold 3 {718 {66,569} {87} {2,219}
Salaries and employee bencfits {27,824} {46,164} {19,244} {34,411}
Borrowing costs 3 {1,942} {1,980} {1,928} {1,941}
Temporary staff costs and subcontractor fees {20,824} {27,490} {19,674} {26,604}
Re-assessment of asset carrying values e} - {78,019} . {81,600}
Jivestment of business Jd! {3,042} {52} - -
Uccupancy expenses {2,798} {3,734} {2,787 {3,381}
Administrative expenses {2,441} {4,038} {2,314} {3,232}
Redundancy and restructure costs 817} {1,382} {817} {1,320}
Consumables used in provision of sgrvices {5,683} {13,998} - {315}
Jirect cost of providing technglogy services {2,225 {2,676} {2,286} {2,443}
{epreciation and amortisation 3 {4,553} {11,061} {3,273} {4,331}
{ther expenses {8,858} {15,719} {4,381} {10,228}
PROFIT/LOSS} FROM ORBINARY ACTIVITIES
BEFORE INCOME TAX EXPENSE {5,354} {95,336} {11,649} {114,213}
tncome tax {expenselfbenefit relating to
ordinary activities 4 {3,322} 10,086 331 4,955
NET PROFITALOSS) ATTRIBUTABLE TO
MEMBERS OF PRACOM LIMITED 19 {8,676} {85,250} {11,318} {109,258}
Net exchange difference on translation of
finaneial report of foreign controlled entity 14 g {34
Total revenues, expenses and valuation
adjustments attributable to members of
Pracom Limited recognised directly in equity g8 {3}
Total changes in equity other than these resulting
from transactions with owners as owners {8,668} {85,253} {11,318} {109,258}
Basic earnings/{loss) per share {$0.0569)  ($0.5598}
Dileted earnings/loss) per share {$0.0569)  ($0.5598}
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Consolidated Pracom Limited
Note 2083 2062 2003 2062
$'000 $'000 $'000 $'080

Current assets
Cash 4306 4,056 3,742 3,128
Receivables 6 11,497 149,687 10,768 19,132
tnventories 7 1,107 1,334 1,087 1,134
Cufrrent tax assets ¢ 1,694 3,800 1,694 2,508
Other 8 2,497 4,954 2,258 4 661
Total current assets 21,10% 38,831 19,541 30,556
Non-current assets
tnvestments § - - 1,148 1,148
Praperty, plant and equipment 10 4,621 8,790 4,514 7913
Deferred tax assets 4 4,293 6,187 4,243 3,373
tntangible assets 11 3,480 6,823
Other 12 - . . .
Total non-current assets 12,394 21,800 4,952 12,031
Total assets 33.495 60,631 28,4593 42,587
Current lizhilities
Payables 13 14,783 26,290 14,346 4,951
tnterest-bearing fiabilities 14 2,534 2,996 2,824 2,840
Provisions 15 67 1,835 967 1,350
Total current tiabilities 18,684 3,215 18,137 14,141
Non-current liabilities
tnterest-bearing fiabilities 16 14,038 18,936 14,039 18,827
Provisions 17 605 545 605 585
Total non-current liahilities 14,644 20,581 14,644 20415
Total lighilities 33,328 51,796 32,781 34,557
NET ASSETS 167 8,835 {3,288} 8,038
Equity
Contributed aquity 18 98,279 99,279 99,279 99,275
Reserves 19 {15,291} {15,298} 14,500 14,908
Retained profits/ {Accumulated losses) 19 {83,821} {75,145} (117,467 {106,149)
TOTAL EQUITY 167 8,835 {3,288} 8,038




% Statement of Cash Flows Year Ended 30 June 2003

Consolidated Pracom Limited
Note 20683 2002 2003 2002
$'000 $'o06 $'o06 $'o06
Cash Flows from Operating Activities
Receipts from customers 93,388 214,949 51,118 81,422
Payments to suppliers and employees {94,110} {206,342} {65,759} {99,359}
tnterest received 251 370 135 134
Borrowing costs {1,642 {1,846} {1,627} {1,806}
tneome tax {paid} / received 602 {1,102} 15 {303}
Net Cash Flows From/{Used In}
Dperating Activities 20{a} {1,511 6,029 {16,058) {18,912}
Cash Flows from Investing Activities
Associate’s opening cash halance - 5 . -
Proceeds from sale of business 2,888 160 . -
Payments for property, plant & eguipment {368} {3,382} {328} {2,902}
Procoeds from salo of property, plant & equipment 143 837 143 33
Net Cash Flows Fromf{Used In)
Investing Activities 213 {2,440} {186} {2,589
Cash Flows from Financing Activities
Proceeds from external berrowings . 119 . 110
Repayment of external borrowings {5,100} {2,605 {5,100} {2,605)
Loans from/ipayments to) related partios - - 22,678 28,142
Finance lease repayments {852) {910} {711} 1B
Net Cash Flows From/{Used In}
Financing Activities {5,952 {3,405} 16,867 24,4937
Net tncreasef{Decrease) in Cash Held {4,750 184 622 2,436
Cash at the beginning of the financial vear 9,056 8872 3,120 684
Cash at the End of the Financial Year 20ib} 4,306 9,056 3742 3120
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— Notes to the Financial Statements Year Ended 30 June 2003

I 22

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a) Basis of accounting

The financial report is a general purpose financial repert, which has been prepared in accordance with the
requirements of the Corporations Act 2001 which includes applicable Accounting Standards. Other mandatory
professional reporting requirements (Urgent tssues Broep Consensus Views) have also been complied with,

These financial statements have been prepared on the basis of going concern. The basis presumes that funds will be
available to finance future operations and that the realisation of assets and settlement of kabilities will occur in the
normal course of business.

As a result of sustained deterioration in the global telecommunications industry and continuing restructuring within the
markets in which the consolidated entity has operated, lusses have been incurred in each of the last two financial
years. While acknowledging that the erosion of the net asset base as a result of these losses creates uncertainty
retating to geing concern, the directors believe that the current business plan will be properly funded by the receipt of
funds generated in the normal course of business activities and the expected ongoing financial support of the
company’s funding providers. The ahility of the consolidated entity to achieve the business plan wilt be influenced by:

{i} the prevailing market conditions it faces and the level of competition, and

{ii} the ability to acquire new customaers and grow the level of service provided to existing customers, leveraging
both services & technology intellectual property.

The financial report does not include any adjustments relating to the recoverability or classification of recerded asset
amounts or to the amounts or classification of liabilities that might result if the accounts were prepared on a basis
ather than going concem.

The financial statements have been prepared in accordance with the histerical cost convention.

b} Changes in accounting policies

The accounting policies adopted are consistent with those of the previcus year except for the accounting policy with
respect to employee benefits.

{i} Employee benefits

The consclidated entity has adopted the revised Accounting Standard AASB 1028 “Employee Benefits”,
which has resulted in a change in the accoenting policy for the measurement of employee benefit liabilities.
Previously, the consclidated entity measurad the provision for employee benefits based on remuneration
rates at the date of recognition of the liability. In accordance with the reguirements of the revised Standard,
the provision for employee benefits is now measured based on the remuneration rates expected to be paid
when the liability is settied. The revised policy has net had any material effect on consolidated retained
profits or employee benefit Habilities at the beginning of the year nor on current year profits or closing
employee benefits liabilities. This is because of the relatively smalt amount of employee benefits payable at
any particular tima.

c) Principles of consolidation

The consolidated financial statements are those of the economic entity, comprising Pracom Limited {the parent entity}
and all entities which Pracom Limited controfied from time to time during the year and at balance date.

tnformation from the financial statements of subsidiaries is included from the date the parent company obtains control
unt such time as control ceases.

Subsidiary acquisitions are accounted for using the purchase method of accounting.

The financial statements of subsidiaries are prepared for the same period as the parent entity, using consistent
accounting policies.

The inter-company balances and transactions, including unrealised profits arising from intra-group transactions, have
been eliminated in full.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

d} Foreign currencies

Translation of foreign currency transactions

Transactions in foreign currencies of entities within the consolidated entity are converted to local currency atthe
rates of exchange applicable at the date of the transaction.

Amounts payable to and by the entities within the consolidated entity that are cutstanding at the balance date and are
denominated in foreign cuerencies have been converted to local currency using rates of exchange ruling atthe end of
the financial year.

Translation of financial reports of overseas operations

All averseas operations are deemed self-sustaining as each is financially and operationally independeant of Pracom
Limited. The financial reports of overseas operations are translated using the current rate method and any exchange
differences are taken directly to the foreign currency transiation reserve.

e} Cash and cash equivalents
Cash on hand and in banks and short-term deposits are stated at the lower of cost and net realisable valus.

For the purposes of Statement of Cash Flows, cash includes cash onhand and in banks, and money market investments
readily convertible te cash within two working days, net of cutstanding bank overdrafts.

f) Trade and other receivables

Trade receivables are recognised and carried at original inveice amount less a provision for any uncollectable debts.
An estimate for doubtful debts is made when eollection of the full amount is no longer probable. Bad debts are written-
off as incurred.

Receivables from related parties are recognised and carried at the nominal ameunt due.

g} inventories
tnventories are valued at the lower of cost and net realisable value.

Costs incurred in bringing sach product to its present location and condition are accounted for as follows:
« Raw materials -~ purchase cost on a first-in-first-out basis; and

« Finished goods and work-in-progress - cost of direct material and labour and a proportion of manufacturing
overheads based on normal operating capacity.

h} Property, plant and equipment

Cost and Valuation
Property, plant and equipment are carried at cost,

Depreciation

(epreciation is calculated on all plant and equipment at rates calculated to allocate the cost less estimated residual
valug at the end of the useful lives of the assets, against revenue over those estimated useful lives. Depreciation is
caiculated on a reducing balance method on all motor vehicles.

Major depreciation rates are: 2003 2002
« Leasshold improvements Unexpired Loase Term Unexpired Lease Term
« (ffice furniture and equipment 20% 20%
«  Motor vehicles 3% 33%
« Computer hardware 33% 33%
«  Computer soffware 40% 40%
« Toals and squipment 33% 33%
«  Point of sale material 3% 33%
« Office equipment under leass Unexpired Loase Term Unexpired Lease Term
« Moter vehicles under lease Unexpired Loase Term Unexpired Lease Term
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

i} Recoverable Amount

Non-current assets are not revalued te an amount above their recoverable amount, and where carrying values exceed
this recoverable amount, assets are written down. In determining the recoverable amount the expected net cash flows
have been discounted to their present value using a market determined risk adjusted discount rate.

i) Leases

Leases are classified at their inception as either operating or finance leases based on the economic substance of the
agreement so as to reflect the risks and benefits of incidental ownership.

Operating Leases

The minimum lease payments of eperating leases, where the lessor effectively retaing substantially all of the risks and
benefits of ownership of the leased item, are recognised as an expense on a straight ine basis.

Finance Leases

Leases which effectively transfer substantially all of the risks and benefits incidental to ownership of the leased item
to the group are capitalised at the present value of the minimum lease payments and disclosed as plant and eguipment
under lease and hire purchase. The lease liability of syual value is also recognised.

Capitalised leased assets are depreciated over the shorter of estimated life of the assets and the lease term. Minimum
toase payments are allocated between interest expense and reduction of the lease Hability with the interest expense
cafculated using the interest rate implicit in the lease and charged directly to peofits.

k) intangibles

Goodwill

Geodwill is amortised by the straight line methed over 20 years, the peried of expected benefit. The carrying value of
goodwill is reviewsd annually by the direetars and written down where it is considered appropriate.

intellectual property - licences

Licences are amortised by the straight line method over 10 years, the period of expected benefit. The carrying value of
intellectual property is reviewsad annually by the directors and written down whare itis considered appropriate.

Other intangibles

Other intangibles are amortised by the straight line method over a period of 5 years.

I} Other non-current assets

Research and Development costs

Research and development costs are expensed as incurred, except where future benefits are expeeted, beyond
reasonable doubt, to exceed those costs. Where research and development costs are deferred, such costs are
amortised over future periods on a basis related to the expected future benefits. Unamortised costs are reviewed each
batance date to determine the amount {if any} thatis no fonger recoverable and any such amount identified is written-
off.

m} Trade creditors and other payables

Liabilities for trade creditors and other amounts are carried at cost which is the fair value of the consideration to be
paid in the future for goods and services received, whether or not billed to the consolidated entity.
n} Loans and borrowings

Altloans are measured at the principal amount, Interest is charged as an expense as it accrues. Commercial bills are
carried at the principal amount.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

o} Employee benefits

Provision is made for employee benefits accumulated as a result of employees rendering services up to the reporting
date. These benefits include wages and salaries, annual leave, and long service feave.

Liabilities arising in respeet of wages and salaries, annual teave, and any other employee benefits expected to be
settied within twelve months of the repotting date are measured at their nominal amounts based on remeneration rates
which are expected te be paid when the liability is settled. All other employee benefit liabilities are measured at the
present vatue of the estimated future cash flows to be made in respset of services provided by employees up to the
reporting date. In determining the present value of future cash putflows, the interest rates attaching to government
guaranteed securities which have terms of maturity approximating the terms of the related liability are used.

The value of the employes share schems described in Note 22 is not being charged as an employes benefit expense.

Contributions are made by the economic entity to employee superannuation funds and are charged as expenses
wmeurred,

p} Contributed Equity

tssued and paid up capital is recognised at the fair value of the consideration received by the company.

Any transaction costs arising on the issue of urdinary shares are recognised directly in eguity as a reduction of the
share proceeds received.

q} Earnings per share

Basic earnings per share is determined by dividing the operating result after tax by the weighted average number of
ordinary shares cutstanding during the year.

{(ileted earnings per share is determined by dividing the operating result after tax adjusted for the effect of earnings
on potential shares, by the weighted average number of ordinary shares {both issued and potentially diletivel
outstanding during the vear.

t} Revenue recognition

Revenue is recognised to the extent that it is probable that the econemic henefits will flow to the entity and the revenue
can be reliably measured. The following specific recognition ceiteria must also be met before revenue is recagnised:

Safe of Goods

Control of the goods has passed to the buyer.
Rendering of Services

Where the contract outcoms can be reliably measured, control of a right to be compensated for the service has been
attained and the stage of completion can be reliably measured. Stage of completion is measured by reference to the
tabour hours incurred to date as a percentage total of estimated labour hours for each contract.

Where the contract cutcome eannot be reliably measured, revenue is recognised only to the extent that costs have
been ineurred.

interest

Controtb of the right to receive the interest payment.

Dividends

Controt of the right ta receive the dividend payment.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

s} lIncome tax

Tax-effect accounting is applied using the liability method whereby income tax is regarded as an expense and is
cafculated on the accounting profit after allowing for permanent differences. To the extent timing differences oceur
between the time items are recognised in the financial statements and when items are taken into account in
determining taxable income, the net related taxation benefit or liability, calculated at current rates, is disclossd as a
future income tax benefit or a provision for deferred income tax. The net future income tax benefit relating to tax fosses
anf timing differences is not carried & an asset unless the benefit is virtually certain of being realised.

t} Financial instruments - terms and conditions

Trade accounts receivable, generally settled within 30-80 days are carried at amounts due, and are non-interest
bearing. A provision is raised for any doubtful debtors based on a review of all outstanding amounts at balance date.
Bad dehts are written off in the period in which they are identified.

Unlisted shares are carried at the lower of cost and net realisable value. Dividend income is recognised when the
dividends are declared.

Trade aceounts payable, iIncluding accruals, are recognised when the economic entity becomes obliged to make future
payments for goods or services received. Trade accounts payable are generally settled within 30-60 days and are non-
interast bearing.

Bank bills are carried at the principal amount. Borrowing costs, including interest, are expensed as incurred.

Lease lishilities are accounted for in accordance with AASE 1008, “Leases”.

u} Comparatives

Where nocessary, comparatives have been reclassified and repositioned for consistency with current year
disclosures,

Caonsolidated Pracom Limited
2003 2002 2003 2082
$'000 $'000 $'000 $'080
2. REVENUE FROM ORDINARY ACTIVITIES
Revenue from operating activities
Revenue from sale of goods 6,889 76,345 551 9,270
Bevenue from sale of services 66,306 89,338 43,848 47,688
Total revonues from operating activities 73,195 175,683 44,408 56,958
Revenue from non-operating activities
Sundry revenue 514 578 464 403
tnterest 251 370 135 134
Proceeds from sale of businesses 2,258 1,678 - -
Proceeds from the dispusal of property, plant and eguipment 143 837 143 313
Total revenues from non-operating activities 3216 2,863 742 852
Total revenues from erdinary activities 76,411 178,546 45,142 57,818
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Consolidated Pracom Limited
2003 2002 2003 2002
$'000 $'006 $'006 $'006
3. EXPENSES AND LOSSES/GAINS)
a) Expenses
Costs of goods sold pats 66,569 87 2,219
{epreciation of non-current assets
-Leasehold improvements 147 1,207 M 962
-Dffice equipment, furniture 438 506 336 3186
-Metor vehicles 12 32 - .
-Tools, plant and equipment 104 475 74 8
-Computer hardwarg 1,33 2,049 1,083 1,594
Computer software 511 1,234 386 929
-Peint of sale - 393 - .
-Plant and equipment under lease 807 863 681 517
-Metor vehicles under lease 3 6 2 5
Total depreciation of non-cufrent assets 3,954 6770 3,273 4,331
Amortisation of non-cureent assets
~Goodwil 83 2,358
-Formation and restructering costs - 16
<Praduct research and development . 1,429
-Intellectual property 518 488
Total amuortisation of non-current assets 538 4,281 . .
Total depreciation and amortisation expense 4 553 11,061 3,213 4,331
Borrowing costs
tnterest expense
-Finance lease/hire purchase 133 187 122 158
-Commaercial bills 1,223 1,551 1,223 1,551
-Other 187 14 184 4
1,543 1,752 1,528 1,713
Other borrowing costs 398 228 398 228
Total borrowing costs expensed 1,942 1,880 1,928 1,941
Bad and doubtful debts 1,263 1,831 H 328
Operating lease rental 2,450 3,578 2,146 2,568
b} Losses/{Gains)
Met tgains}/ losses on disposal of property,
plant and equipment {951 {449} {82} {82}
Net {gains} [ losses on disposal of business 784 {1,026} . .
Met forgign currency {gains)tosses 44 95 32 95
¢} Specific items
Reassessment of asset carrying values - 79,019 - 81,600

During the year ended 30 June 2002 the directors reassessed and wrote-down the carrying values of assets,
comprising goodwill, intellectual property, capitalised research and development and other assets. These write-downs
have been reflected in the holding company primarily as & write-down in the carrying values of shares
in subsidiaries,
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Consolidated Pracom Limited

2003 20062 2003 2082
$'000 $'000 $'000 $'060

3. EXPENSES AND LOSSES/(GAINS) {Continued)

d} Divestment of Business

Wite-off of goodwill on sale of business 2,143 -

Asset carrying values 204 .

Other 35 52 -

Tatal 3,042 52 -

4. INCOME TAX

The prima facis tax, using tax rates applicable in the country of operation, on operating profit differs from the income
tax provided in the financial statements as follows:

Prima facie tax on operating profitffioss) at 30%

{2002: 30%} {1,607} {28,577} {3,495}  (34,264)
Tax effect of permanent differences:

- Amortisation of goodwill 25 667 -

- Amaortisation of restructure costs - 8 -

- Amortisation of research and development costs . 354 - .
- Capital Expenses - 18,037 - 23,778
- Entertainment 8 28 4 28
- Sate of business 41% . - -
- Transfer of losses {inj/out - . - 5402
- Write-off tax loss 4,881 - 3,365 -
- Dthar 85 53 41 101
Under/(Over) provision of tax from prior year {485 {654} {246} 3
Income Tax Expense/{Benefit} 3322 {10,086} {331} {4,955}

Deferred tax assets and liahilities

Future income tax benefits - current 1,694 2,695 1,694 2,030
Current tax{payablel/refund due - 1,108 - 478
Future income tax benefits - non-current 4,283 5,187 4,283 3373

income Tax Losses

Future income tax benefit arising from tax losses of a
contretled entity not recognised at reperting date as
realisation of the benefit is not regarded as victually certain 4,881 500 3,365

This future income tax benefit will only be obtained if:

{a} future assessable income is derived of a nature and of an amount sufficient to enable the benefit to be realised;
{b} the conditions for deductibility imposed by tax legislation continue to be comphlied with; and
{ch ne changes in tax legistation adversely affect the consolidated entity in realising the benefit.

Tax Consolidation

Effective 1 July 2002, for the purposes of income taxation, Pracom Umited and its 100% owned subsidiaries have formed
a tax conseolidated group. Members of the group have entered into a tax sharing agreement in order to alfocate income
tax expenses to the wholly-owned subsidiaries on a pro-rata basis. In addition the agreement provides for the allocation
of income tax liabilities between the entities should the head entity default on its tax payment ebligations. At the balance
date, the possibility of default is remote. The head entity of the tax conselidation greup is Pracom Limited.

Pracom has not formally notified the Australian Taxation Office of its adoption of the tax consolidation regime.
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Cansolidated Pracom Limited
2083 2002 2003 2002
$'080 $'008 $'008 $'008

5. DIVIDENDS

a) Dividends paid/proposed
il

b} The amount of franking credits available for the subsequent financial year are:

- franking account balance as at the end of the financial

year at 30% {2002: 30%:;} 7.088 249
- franking creditsfldebits) that will arise from the payment

{firefund} of income tax payablefirefundable} as at the and

of the financial year {13} {89)
- franking credits that the entity may be prevented from

distributing in the subsequent financial years {2,486} -
Total available for use 4,588 160

As of 1 July 2002, the new imputation system requires a company's franking credits to be expressed on a tax paid basis.
The franking account serplus existing at 30 June 2002 has been restated to a tax paid amount by mubtiplying the Class
C franking surplus by 30/70.

6. RECEIVABLES {Current}

Trade debtors 11,585 18,888 10,407 6,947
Less: Provision for doubtful debts {641 {1,2031 {191} {268}

18,4944 17,685 10,216 6,678
Uther debtors 553 2,601 552 637
Sundry debtors - 1

Amounts other than trade debts receivable from related parties:
- Whelly owned controlied entities 11,817

11.497 149,687 10,768 18,132

Terms and conditions

Terms and conditions relating to the above receivables:
it Trade debtors are non-interast bearing and generally on 30 day terms.
{ii}  Other debtors and Sundry debters are nen-interest bearing and have repayment terms between 30 and 60 days.

{iily  Details of the terms and conditions of related party roceivables are set out in note 28,

7. INVENTORIES

Raw materials - 3 - -
Finished goods 1,075 1,213 1.675 1,093
Other 92 20 72 118
Pravision for stock obsolescence {60} {83} {60} {83}

1,107 1,334 1.087 1,134

PRACESM B
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Consolidated Pracom Limited
2063 2602 2003 2082
$'080 $'000 $'000 $'000
8. OTHER CURRENT ASSETS
Accrued incoma 1,771 4,299 1,554 4013
Prepayments 643 567 614 561
Other 83 88 82 87
2,497 4,954 2,250 4,661
9. INVESTMENTS (Non-Current)
Shares in subsidiaries - . 1,145 1,145
- - 1,145 1,145

a) investment in controlfled entities at the date of this report comprises:

Company Country of Equity interest held by
Incorporation Share type gconomic entity
and domicie
2003 2082
Pracom Limited Australia - - -
Pracom Retall Pty Ltd Australia Ordinary 100% 100%
Steadycom Pty Ltd Australia Ordinary 100% 100%
L4 Mobite Pty Lid Australia Ordinary 100% 160%
Pracom Investments Pty Ltd Australia Ordinary 100% 100%
Phone Installations Australia Pty Lid Australia Ordinary 100% 100%
Phone Rentals Australia Pty Ltd Australia Ordinary 100% 160%
Pracom NZ Limited New Zealand Ordinary 100% 160%
Pracom Technical Services Pty Ltd Australia Ordinary 100% 100%
Pracom Holdings Pty Ltd
{formerly Unidial Holdings Pty Ltd) Australia Ordinary 100% 100%
Pracom Prepaid Mabile Pty Ltd Australia Ordinary 100% 100%
Pracam Prepaid Communieations Py Ltd Australia Ordinary 100% 160%
Pracom Australia Pty Ltd
{farmerly Unidial Australia Pty Ltd} Australia Ordinary 100% 180%

All wholly owned entities have entered into a deed of cross guarantee with Pracom Limited pursuant to ASIC Class
Order 98/1418 and are relioved from the requirement of preparation, audit and lodgement of separate financial repors.

b} During the year ended 30 June 2003, the following controlled entities were
voluntarily deregistered:

Phong Sales Australia Pty Ltd
Pracam Technical Services (Administration] Py Ltd
Prepaid Internet Sales Pty Lid
Unidial Administration Pty Ltd
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Consolidated Pracom Limited
2063 26062 2603 2602
$'000 $'006 $'006 $'006
10. PROPERTY PLANT AND EQUIPMENT
Leasehold improvements at cost 4,483 4816 4,189 4,144
Accumulated depreciation {2,404} {1,768} {12,178 {1,459]
2,058 2,848 2,029 2,685
Office furniture and eyuipment at cost 1,961 2,210 1,428 1,341
Accumulated depreciation {1,440} {1,145} {992} {6586}
521 1,065 436 735
Motor vehicles at eost 20 215 20 pitl
Accumulated depreciation {20} {80} {203} {20]
- 135 - -
Tools and eyuipment at cost 1,334 1,805 1,287 1,236
Accumulated depreciation {1,187} {1,265} {1,144} {1,069]
147 240 143 167
Computer hardware at cost §,830 6,742 4,205 4,201
Accumulated depreciation {6,238 {4,895} {3,535 {2,513}
592 1,847 670 1,688
Computer software at cost 2,538 2,542 1,695 1,698
Accumulated depreciation {2,314} {1,865} {1,536) {1,212}
224 677 159 487
Point of sale material at cost 124 724 -
Accumulated depreciation {724} {724} -
Office furniture and eguipment under lease 3,253 3508 2,869 2,860
Accurnulated amortisation {2,175} {1,632} {1,792} {1,111}
1,078 1,876 1,477 1,748
Motor vehiclas under lease 15 15 15 15
Accumulated amortisation {15} {134 {15} {13}
- P - 2
Total property, plant and equipment
At cost 21,138 22,177 15,718 15,566
Accumutated depreciation/amortisation {18,517 {13,387} {11,204} {8,053}
Total written down amount 4,621 8,750 4,514 7.513

a) Assets pledged as security

Pracom Limited has granted a registered mortgage debenture in favour of National Australia Bank. The debenturs
remains in force and provides security over the whole of the assets and undertaking of the company. it secures
amounts owing to the National Australia Bank.

Each wholly owned subsidiary of Pracom Limited has granted a guarantee and indemnity of the obligations of Pracom
Limited to the National Austrafia Bank.

Assets under lease are pledged as security for the associated 1ease liahilities.
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Consolidated Pracom Limited
2083 2002 2003 2082
$'000 $°000 $°000 $'060
10. PROPERTY, PLANT AND EQUIPMENT (Continued)
b} Reconciliations
Leasshold improvements
Carrying amount at beginning 2,848 4,240 2,685 3,908
Additions 53 &1 56 -
Disposals {100] {266} f1} {262}
{epreciation expense {747} {1,207} {1 {962}
2,058 2,848 2,024 2,685
Office furniture and equipment
Carrying amount at beginning 1,065 1,351 735 778
Additions 37 326 37 365
{(isposals {142} {110} - {43}
Additiens through acquisitions of operations . 4 - .
{epreciation expense {438] {506} {336} {318}
521 1,065 436 135
Motor vehicles
Carrying amount at beginning 135 178 -
Disposals {123} {11} -
{epreciation expense {12} {32} -
. 135 -
Tools, plant and equipment
Carrying amount at beginning 340 732 167 8
Additions 95 92 75 167
Disposals {184} {5} {26} .
{epreciation expense {104} {475} {74} {8}
147 340 143 167
Computer hardware
Carrying amount at beginning 1,847 2,839 1,688 2,01
Additions 93 1,194 88 1,277
Disposals {23 (8} {23} {6}
Additiens through acquisitions of operations . " - .
Depreciation expense {1,331} {2,049} {1,083} {1,594}
592 1,847 670 1,688
Computer software
Carrying amount at beginning 677 1,166 487 932
Additions 10 841 70 507
Disposals {12} {91} 12} {23
{epreciation expense {511} {1,239} {386} {928}
224 817 159 487
Point of Sale material
Carrying amount at beginning 393 -
{epreciation expense -

{383}
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Consolidated Pracom Limited
2003 2002 2003 2002
$'000 $'006 $'006 $'006
10. PROPERTY, PLANT AND EQUIPMENT (Continued)
Office furniture and eguipment under lease
Carrying amount at beginning 1,878 1,179 1,748 854
Additions g 1,873 g 1,425
{(isposals . {13} . {13
Amortisation expense {807} {863} {681} {517}
1.078 1,876 1.077 1,748
fMotor vehicles under lease
Carrying amount at beginning 2 23 2 23
Additions i 1 . -
{(isposals . {16} . {18}
Amortisation expense {3 {6} {2} {51
2 2
11. INTANGIBLES
Formation expenses - 1 - -
Accurnulated amortisation . {1} . -
Restructure costs . 118 . -
Accurnulated amortisation . {118} . -
tntelectual properties - licences 5422 5422 - -
Accurnulated amortisation {1,942} {1,426} . -
3480 3,896 - -
Trade marks and patents . pi . -
Accurnulated amortisation . {2} . -
Goodwill acquired 3,847 3.847 . .
Accumulated amortisation {1,104} {1,020} . .
Wite-off on sale of business {2,743} . . -
2827 - -
Goodwill on conselidation 6,008 6,008 . -
Accurnulated amortisation {6,008} {6,008} . -
3480 6,823 - -
12. OTHER NON-CURRENT ASSETS
{eferred research and development costs
- Balance at beginning of year 6,504 6,594 785 785
- Research and development costs deferred/
twritten downt during the vear . {4,504} . -
- 2,690 . -
Accurnulated amortisation {6,594} {2,080} {785} {785

Balance at end of yoar
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Consolidated Pracom Limited
2083 2062 2003 2062
$'000 $'000 $'000 $'080
13. PAYABLES (Current)
Trade crediters 9444 16,962 5422 3,343
Sundry creditors & accruals 4,627 1578 1583 5,588
Other creditors Hz 1,649 673 1,020
Amounts other than trade ereditors payable to refated parties:
- Wholly owned contrelled entities . . 6,668 -
14,783 26,2490 14,346 9,951

Terms and conditions refating to the above payables:

{i} Trade creditors are non-interest bearing and are normally settled on 30 day terms,

{ii} Sundry creditors and aceruals are non-interest bearing and have payment terms between 60 and 120 days.
{iit} Other creditors have an average term of 30 days.

tivy Detaits of the terms and conditions of refated party payables are set out in note 28,

14. INTEREST BEARING LIABILITIES (Current}

Commereial bills -~ sgcured 2,144 2,140 2,140 2,140
Lease liability (note 21} 337 386 227 280
Hire purchase liability tnote 21} 457 464 457 420

2,934 2,850 2824 2,840

Terms and conditions relating to the above financial instruments:

{i) Commercial Bills - secured have an average maturity of 30 days with an effective average interest rate of
4.89% {2002: 6.76%). See note 10 (a} for security details.

{i} Lease and hire purchase liabilities have terms ranging from 3 to 5 years with the option to purchase the assset
at the completion of the lease term for the asset’s residual value. The discount rate implicit in the leases is
between 65% and 11.5% {2002 6.5% and 11.5%}.

Lease and hire purchase liahilities are secured by a charge over the leased assets.

15. PROVISIONS (Current}

Provision for employes benefits {note 22) 967 1,835 967 1,350
967 1,835 967 1,350

16. INTEREST BEARING LIABILITIES (Non-Current)

Commaercial bills - secured 13,515 18,615 13515 18,615
Lease lishility (note 21} 147 481 147 372
Hire purchase liahility {note 21} 377 840 377 840

14,038 14,936 14,038 18,827

Terms and conditions relating to the above financial mstruments:

{iy Commercial Bills - secured have an average maturity of 30 days with an effective average interest rate of
4.89% {2002: 6.76%}. See note 10 {a} for security details.

(it} Lease and hire purchase labilities have terms ranging from 3 to 5§ vears with the option to purchase the asset
at the completion of the lease term for the asset’s residual value. The discount rate implicit in the leases is
between 6.5% and 11.5% {2002 6.5% and 11.5%).

Lease and hire purchase liabifitics are secured by a charge over the leased assets.
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Consolidated Pracom Limited
2063 26062 2603 2602
$'000 $'006 $'006 $'006
17. PROVISIONS {Non-Current)
Provision for employee benefits (note 22} 605 545 605 539
605 B45 605 588
18. CONTRIBUTED EQUITY
Issued and paid up capital
152,448,137 ordinary shares {2002: 152,448,137} 99,278 99,279 99,278 98,278
Shares
‘008 ‘080
Balance at the beginning of the year 152,446 151,973
On 28 February 2002, 472,877 fully paid shares were issued at
80.16 per share in final consideration
for the acquisition of the Raynella Group. - 473
Balance at the end of the vear 152,446 152 446

Share Options

Options over ordinary shares:

As at 30 June 2003, Pracom Limited had issued the following options to acquire ordinary shares. The majority were

issued in accerdance with the company's Executive and Director Incentive Plan:

Amount Bate Issue Exercise Term
Issued Price Price

Employees 200,000 05/02/9% $0.00 $0.980  5years
Directors 4,060,000 17/05/00 $0.00 $2.008 8 years
Employees 70,006 18/07/00 $0.00 $1.218 Syears
Employees 632,636 J1/08/00 $0.00 $0.878  Syears
Former Director 300,000 31/08/00 $06.00 $06.300 5 years
Former Director 600,000 31/08/01 $06.00 $06.300 5 years
Officers 150,000 31/08/01 $06.00 $06.300 5 years
Employees 1,015,808 19/16/01 $0.00 $0.338  Syears
Former Employees 160,000 10/16/01 $06.00 $0.338 5 years
Former Director 300,000 10/16/01 $06.00 $06.338 5 years
Directors 500,000 14411401 $06.00 $1.000 5 years
Former Director 300,000 14/11/01 $06.00 $06.400 5 years
Directors 1,060,000 13411402 $0.00 $0.138 5 years
At the end of the vear there were 9,158,236 {2002: 19,753,956} unissued ordinary shares in respect of which options

were outstanding.

All of the movement in unissued ordinary shares in respect of which options were outstanding is detailed in Note 22,

except for the following options not issued to employeses that were forfeited during the year

Amount Bate Issue Exercise Term

Issued Price Price
VYenders of Unidial Holdings Pty Ltd 1,500,000 09/09/98 $0.00 $1600  3years
Venders of Unidial Holdings Pty Ltd 1,500,000 £9/08/9% $06.60 $2.600 3 years

PRACESM [EII|
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Consolidated Pracom Limited
2083 2002 2003 2082
$'000 $'000 $'000 $'060
19. RESERVES AND RETAINED PROFITS
Capital profits reserve inote 19a) . - 14,960 14,560
Share buy-baek reserve {note 19b} {15,327} {15,327} .
Foreign currency translation reserve {note 19¢) 36 pi] - -
{15,201} {15,299} 14,908 14,960
Retainad profits Inote 19d) {83,821} {75,145} {117,467} {106,149
a) Capital profits reserve
it Nature and purpese of reserve
The capital profits reserve is used te accumulate realised capital profits.
The reserve can be used to pay dividends or issue bonus shares.
it Movements in reserve
Balance at year end 14,900 14,900
b} Share buy-back reserve
il Nature and purpose of reserve
The share buy-back reserve was generated when Unidial Holdings
Pty Ltd bought back part of its share capital.
it Movements in reserve
Balance at year end {15,327} {15,327} -
¢) Foreign currency translation reserve
il Nature and purpose of reserve
The foreign currency translation reserve is used to
record exchange differences arising from the translation
of the financial statements.
it} Movements in reserve
Balance at beginning of vear 28 A -
Gainflloss) on translation of overseas controlled entity. 8 {3} .
Balance at end of year 36 28 -
d} Retained profits
Balance at beginning of year {75,145 10,105 {106,149) 3,109
Met profitfiioss) attributable to members of Pracem Limited. {8,676} {85,250} {11,318} {109,258
Total available for appropriation {83,821} {75,145} {117.467) {106,149
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Cansolidated Pracom Limited
2083 2002 2003 2002
£'000 $'008 $'008 $'008

20. STATEMENT OF CASH FLOWS

a) Recongciliation of the operating profit after tax to net cash flows from operations

Operating profit/{loss} after tax {8,676 {85,250} £11,318) {109,258}
{epreciation 3,954 6,770 3214 4,33
Amartisation 538 4,291 . -
Reassessment of carrying values . 75,021 . 77,602
Exchange {gainsi/iosses 44 95 32 35
Provision for doubtful debts {562 {512} {78} 108
Bad Debts 1,825 2,343 149 218
{Profitifioss on disposal of fixed assets {95} {449} {82} {82}
Met {gainifloss on dispesal of business 784 {1,026} - -

Changes in operating assets and liabilities, net of
effects from acquisitions and disposals of entities:

{Increasel/decrease in trade debtors 5,477 23,620 {3,608} 7.837
{Increasel/decrease in inventeries 228 4,221 47 {621}
{Increasel/decrease in HTB/PDIT 2,895 {9,125} {584} {4,955}
{Increasel/decrease in acerued income 2,528 714 2,458 505
{lncreasel/decrease in prepayments {76} 952 {53} 612
{lncreasel/decrease in GST purchase clearing 168 1,252 {70} 318
{Increasel/decrease in other assets 1,283 {424} 160 783
tncrease/idecreasel in trade creditors {7,518} {14,022} 2,088 147
tnerease/ldecreasel in employee benefits {1,008 {694} {367} {346}
tncrease/ldecreasel in provision for taxation 1,108 {2,325} 478 {319
tnereasefldecreasel in GST sales clearing {496} {916} 157 {288}
tnerease/ldecrease] in other liabilities {3,972} 1,453 {8,754} 3.001
Net cash flow fromf{used inj operating activities {1,511 6,029 {16,058] {18,912

b} Reconciliation of cash:
Cash balance comprises
- Cash at Bank 4,306 9,056 3,742 3120

¢} Financing facilities available

At halance date, the Tellowing financing facilities had been negotiated and were available:
Total facilities

- bank foans 15,655 20,755 15,655 20,755
Facilities used at balance date

- bank loans 15,655 20,755 15,655 28,755
Faciities unused at halance date

- hank loans - - . -

d} Non-cash financing and investing activilies

{uring the financial year, the economic entity acquired computer equipment with an aggregate fair value of $8,700 by
means of finance lease.
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Consolidated Pracom Limited
2003 2002 2003 2082
$'000 $'000 $'000 $'080
21. EXPENDITURE COMMITMENTS
a) Capital expenditure commitments
Mt
b} Lease expenditure commitments
Finance Leases
Mot fater than one year 364 460 254 329
Later than one year, not later than five years 154 514 154 408
Total minimum lease payments 518 974 408 734
Future finance charges {34} {187} {34} {82}
Lease liability 484 867 74 652
Current linbility 337 386 227 288
Nor-current liability 147 481 147 372
484 867 374 652
Operating Leases
Mot fater than one year 1,854 2,305 1,880 1,869
Lator than one year, not later than five years 2657 5347 2,622 5,120
Mirimum operating lease payments 4,616 1.852 4,502 6,988
Hire Purchase Contracts
Mot fater than one year 509 552 509 508
Later than one year, not later than five years 354 912 354 912
Total minimum fease payments 803 1.464 803 1421
Future finance charges {69} {160} {69} {160}
Lease liability 834 1,304 834 1.261
Current linbility 457 464 457 428
Mon-carrent liability wn 840 wn 841
834 1,304 834 1.261

c) Leases

Uperating leases pertain mainly to property rental for the various premises cccupied by the Pracom Group and motor
vehicles, being the vans used by the Group in its erdinary course of business. The average lease term of these vehicles
18 3 years,

Finance leases pertain primarily to plant and [T equipment. The leases range in terms between 3 te 5 years with interest
rates varying between 65% and 11.5% (2002: 6.5% and 11.5%}.
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Cansolidated Pracom Limited
2083 2002 2003 2002
£'008 £'008 $'008 $'008

22. EMPLOYEE BENEFITS & SUPERANNUATION COMMITMENTS

Employment Benefits

The aggregate employee banefit liability is comprised of.

Accrued wages, salaries and on-costs 1,018 1,819 1,015 1,385
Provision {current {see note {al} 967 1,935 967 1,350
Provision {non-current} [see note {bl 605 645 605 589

2,587 4,399 2,587 3,324

{a} This provision includes an amount of $100,000 (2002: Nill being a retirernent allowance for a former executive of
Pracom Limited to which there is a present entilement. The remainder relates to a provision for annual leave for the
employees of the group.

{b} This provision includes an amount of $383,336 {2002: $300,000} (accumulating to $450,000 over three yearsh being a
retirement allowance for the executive director of Pracom Limited to which there is no present entittement. The
remainder relates to a provision for long service 1eave for the employees of the Group.

Employee Share Scheme

An employee share scheme has beon established where Pracem Limited may, at the diserstion of management,
grant options over the ordinary shares of Pracom Limited to directers, executives and certain members of staff of
the censolidated entity. The options, issued for nil consideration, are granted in accordance with performance
guidelines established by the dirgctors of Pracom Limited, although the management of Pracom Limited retains the
final discretion on the issue of the options. The options are issued on average for a term of 5 years and are
exercisable beginning on the first anniversary of the date of grant. The options canneot be transferred and will not be
guoted on the ASX.

tnformation with respect to the nember of options granted under the employee share incentive scheme is as follows:

2003 2802
Number of Weighted Number of Weighted
Options Average Options Average
Exercise Exercise
Price Price
Bafance at beginning of year 16,753,956 $0.851 13,963,010 $1.02%
- granted 1,006,000 $6.130 3,658,600 $0.426
- forfeited {8,585,720) $0.550 {867 654 $0.975
- gxercised - - - -
Balance at end of year 9,168,236 $1.132 16,753,956 $0.851
Exercisable at end of year 9,168,236 $1.132 16,753,956 $0.851
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22. EMPLOYEE BENEFITS & SUPERANNUATION COMMITMENTS (continued)

a) Options heid at the beginning of the reporting period:

The following table summarises information about eptions held on issue as at 1 July 2002

Date issued No of Options Exercise Price Expiry Date
12-0Gct-98 5,442,857 £0.360 11-0ct-03
28-0ct-98 900,000 £0.360 27-0¢t-03
15-Feb-99 200,600 £0.880 14-Feb-04
14-0Gct-99 250,000 $1.500 25-Aug-04
17-May-00 4,750,680 $2.0600 18-AprG5
13-Jul-00 250,000 $2.000 12-dul-05
18-Jul-00 180,660 §1.210 18-ApreG5
31-Aug-00 672,489 50878 3N-Aug-05
31-Aug-D0 450,000 £0.360 3-Aug-05
31-Aug-D1 150,000 £0.360 31-Aug-06
10-Get-01 2,168,600 £0.338 31-Aug-06
14-Nov-81 500,000 $1.000 14-Nov-08
14-Nov-B1 300,000 $0.400 14-MNov-08
16,753,956

b} Options granted during the period:

The following table summarises information about eptions granted by Pracom Limited during the year:

Date issued No of Options Exercise Price Expiry Date
13-Nov-82 1,000,680 $0.130 13-Nov-07

¢} Options exercised during the reporting period:

Mo opticns weare exercised during the reperting petiod.

d} Options forfeited during the reporting period:

The following table summarises information about eptions forfeited during the year
Date issued No of Options Exercise Price Expiry Date
12-0ct-98 5,442,857 $0.300 11-0¢t-03
28-0ct-98 SG0,600 $0.300 27-0ct-03
14-0Gct-99 250,600 $1.500 25-Aug-Dd
17-May-00 150,660 $2.000 18-Apr-05
13-Jud-08 250,000 $2.000 1 2-Jul-D5
18-Jud-08 10,680 $1.210 18-Apr-05
31-Aug-D0 39,863 50.878 31-Aug-D5
31-Aug-D0 150,660 $0.300 31-Aug-D5
10-Got-81 693,660 $0.338 31-Aug-Db

8,585,720
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22. EMPLOYEE BENEFITS & SUPERANNUATION COMMITMENTS (continued)

e} Options held at the end of the reporting period:

The following table summarises information about uptions held on issue as at 30 June 2003.

Bate tssued No. of Dptions Exercise Price Exgiry Date
15-Feb-99 206,060 £0.980 14-Feb-04
17-May-00 4,068,060 $2.000 18-Apr-85
18-Jul-08 70,000 $1.210 18-Apr-05
31-Aug-00 632,636 $0.878 31-Aug-05
31-Aug-00 366,060 $0.360 31-Aug-05
31-Aug-0t 750,060 $0.360 31-Aug-06
18-0ct-01 1,415,600 £0.338 31-Aug-06
14-Now-01 506,060 $1.0060 14-Nov-06
14-Now-01 366,060 $0.400 14-Nov-06
13-Nov-02 1,006,000 $0.130 13-Nov-07
8,168,236

Superannuation Commitments

All emplovees are entitted to varying levels of benefits on retirement, disability or death. The superannuation plans
provide accumulated benefits. Contributions by the company, in accerdance with prevailing legislation, were paid
during the year.

23. SUBSEQUENT EVENTS
(i

24, EARNINGS PER SHARE

Consolidated
2803 2082
a} Basic earnings/lloss) per share {$0.0569} {£0.5598}
b Dituted earnings/iloss) per share {$0.0569} {80.5598}
¢} Earnings used in calculating basic and diluted earningsfifoss) per share  ($8,676,221} {$85,249,847}
¢} Weighted average number of ordinary shares on issee used in
the calculation of basic earnings/loss) per share 152,446,137 152,288,075
d} Weighted average number of ordinary shares on issue used in
the calculation of diluted earnings/lioss) per share 152,446,137 171,943,193
g} Potential ordinary shares that are not dilutive and therefore not
used in the calculation of diluted earnings/lioss} per share. 9,168,236 16,753,958
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Consolidated Pracom Limited
2003 2602 2603 2602
$'000 $'a00 $'a00 $'ao0

25. REMUNERATION OF DIRECTORS

Income paid or payable, or atherwise made available, in respect of the financial year, to all directors of gach entity in
the ecoencmic entity tand Pracom Limited), directly of indirectly, by the entities of which they are directors or any related

party.

1,459,366  1,713.494 1,205,765 1,451,267
The number of directors of Pracom Limited and
controlled antities whose remunsration {including
superannuation contributions} falls within the following bands:
$10,000 - 19,998 2z 2 -
$30,600 - $39,998 2z . 2 -
$40,000 - $49,998 - 3 - 3
$60,000 - 569,998 1 1 i 1
$250,600 - $259,399 1 . . N
$260,000 - $269,399 - 1 . N
$380,000 - $389,399 - 1 . 1
$390,000 - $299,399 1 . i -
$400,000 - $409,399 - 1 - 1
$460,000 - $469,399 - 1 - 1
$640,000 - $645,399 1 . i -

26. REMUNERATION OF EXECUTIVES

Remuneration received or dus and receivable by executive officers of the consolidated entity whose remuneration is
$100,000 or more, from entities in the consolidated entity {and Pracom Limited} or a related party, in connection with the
rmanagement of the affairs of the entities in the consclidated entity whether as an exgeutive officer or otherwise.

1,298,810 1,514,886 1,286,910 1,514,886

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

$250,000 - $259,899 1 . i .
$260,000 - $269,899 . 1 . 1
$386,000 - $289,899 . 1 . 1
$390,000 - $299,899 1 . i .
$400,000 - $409,899 . 1 . 1
$460,000 - $469,899 . 1 . 1
$640,000 - $649,899 1 - i

il =2
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Consolidated Pracom Limited
2003 2002 2003 2002
$'000 $'006 $'006 $'006
27. AUDITORS' REMUNERATION
Amounts received or due and receivable by the auditors of
Pracom Limited for:
- audit of the financial repart of the entity and
any other entity in the consolidated entity 116,861 174,000 108,000 174,000
- ether sgrvices in relation to the entity and any other entity
int the consolidated entity 137,518 163,439 131,711 163,439

28. RELATED PARTY DISCLOSURES

a) The directors of Pracom Limited during the year were:

John Grigg {Chairman}

Bruce Carter

(avid Paranthoiene

Darryl Phillips tappointed 18/09/02)
Michael Wilton {resigned 18/09/02}
Terey Winters {resigned 13/13/02}
Rex Wood-Ward lappointed 18/09/02)

b} The following related party transactions occurred during the financial year:

1. Transactions with related parties in wholly owned group:

1.1 During the financial vear, Pracom Technical Services Pty Ltd sold products to Pracom Limited for an
aggregate amount of $64,466 12002: $1,0865,132). These transactions were made under normal commercial
terms and conditions.

1.2 The figures shown in the “amounts other than trade debtors - wholly owned controfled entities” in note 8
and in the “amounts other than trade ereditors - wholly owned controfied entities” in note 13 relate entirely
to inter-company foans which have been established for the funding of acquisitions and other purpeses.
Inter-company loans are non-interest bearing and are payable on demand at the discretion of the entity.

2. Transactions with other related parties:
There were ne transactions during the financial vear with ether related parties.
3. Transactions with director related entities:

Mr Wittan s a partner in Deacons which previded legal consulting to Pracom Limited at normal commercial
rates. The aggregate amount of the services provided were Snil during his term of office this year
(2002: $52,322).

Mr Wood-Ward is a director of Corporate Express Limited which provided stationery and consumables to
Pracom Limited at normal commercial rates. The aggregate amount of the goods provided was $131,267
during his term of office this year.

Mr Wood-Ward provided consulting services to Pracom Limited at normal commercial rates. The aggregate
amount of the services provided was $26,235 during his term of office this year.

Mr Phillips is a director of Nascent tnvestments Pty Ltd which provided consulting services to Pracom
Limited at normal commercial rates. The aggregate amount of the services provided was $26,235 during his
term of office this vear.
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28. RELATED PARTY DISCLOSURES (continued)

¢} The ultimate parent company in the wholly owned group is Pracom Limited.

d} Equity instruments of directors:

{i} Interests in the eguity instruments of entities in the economic entity held by directors of the reporting entity and

their director-related entities at balance date:

2003

Fulty Paid

Ordinary Shares

B. Carter .

J. Grigg 300,000

{J. Paranthoigne -
0. Phillips

M. Wilten (resigned 18/08/02}
T. Winters {resigned 13/11/02)
R Wood-Ward -

CarPar {nvestments Pty Ltd * 28,117,000
B.S. Carter Superannuation Pty Ltd 5,800,000
Paranthoiene Superannuation Pty Lid 5,400,000

2082 2003 2002

Futly Paid Opticns Over Options Over

Ordinary Shares  Ordinary Shares  Ordinary Shares

- 2,000,800 2,250,000

300,066 500,000 500,000

- 2,000,800 2,250,000

- 500,000 -

16,000 - 850,000

174,910 - 500,000

- 500,000 .

28,117,060 - 5,442 857

5,066,000 - .
5,066,008 -

*CarPar investments Pty Ltd is beneficially owned by Messrs Paranthoiene and Carter and held directly through the

{.4. Paranthoiene Family Trust and B.S. Carter Family Trust.

(it Movements in directors’ equity holdings:

{uring the yvear options ever unissued shares were granted in Pracom Limited as part of directors’ remuneration as

follows:
Mr D Phillips 500,000
Mr B Wood-Ward 500,000

{uring the yvear options ever unissued shares were forfeited in Pracom Limited as follows:

Mr B Carter 250,000
Mr D Paranthoiens 250,000
CarPar Investments Pty Lid 5,442,857
Mr M Wilten {resigned 18/05/02} 650,000
Mr T Winters {resigned 13/11/62) 500,000

There have been no optiens granted cver unissued shares since the end of the year to any director.

29. SEGMENT INFORMATION

Segment products and locations

The consolidated entity’s operating companies are organised and managed separately according to the natuere of the

products and services they provide.

The Services division concentrates on providing outsourced services to major corperations in Australia including
telecommunications earriers. During the period these services included specialised eall centre and logistics
operations, managing field workforees that undertake broadbandftelephony installations for carriers and structured
electrical, voice and data cabling products for major constrections and fit-outs,

The Technology division delivers world-class telecommunications software. These products provide a platform for
delivery of advanced VR and speech recognition solutions to telecommunications companies and other

corporations.

Geographically, the group operates primarily in one segment, Australia.
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29. SEGMENT INFORMATION (continued)

Segment accounting policies

The group generally accounts for intersegment sales and transfers as if the sales or transfers were to third parties at
current market prices.

Segment accounting policies are the same as the consolidated entity's policies as described in Note 1. During the
finaneial year, there were no changes in segment aceounting policies that had a material effect on the segmaent
information.

BUSINESS SEGMENTS
Services Technology Retail
2083 2002 2003 2802 2603 2002
$068 $900 $000 $000 $'800 $'008
Revenue 71,158 101,551 8,252 8,560 - 68,438
Results 5103 5812 {3,784} {69,000} - 115,312
Restructure charge nla n/a nfa nfa n/a nfa
tneome tax expense nfa nfa n/a nfa nfa nla
Met loss nfa nia nfa nfa nfa n/a
Assets 24347 43,144 9,148 17,892 . {405}
Liahilities 26,503 36,642 8819 13,221 . 1,933
Other segment infermation
Acquisition of fixed assets 317 2,645 51 a75 . 471
{epreciation 2,727 3823 1,226 1,763 . 1,088
Amortisation . 415 599 3515 . 361
Mon-cash expenses other than Depreciation
and Amartisation 1,263 10,060 44 57284 . 13,601
Central Services Consolidated
2003 2802 2603 2002
$000 $800 $'800 $'008
Revenue - - 16,411 178,546
Results {5,856} {16,836} {4,537} {93,954}
Restructere charge (8171 {1,382} {817} {1,382}
tneome tax expense {3,322 {10,086} {3,322} 10,086
Met foss nfa nfa {8,676} (85,250}
Assets - - 33,498 60,631
Liahilities - - 33,328 51,796

Other segment infermation

Acquisition of fixed assots . - 368 4,091
{epreciation - - 3,953 6770
Amortisation - - 598 4,291
Mon-cash expenses other than Depreciation and Amortisation - - 1,307 80,945

The Services division segment result for the year ended 30 June, 2003 includes a loss of $2.4 mitlion in respectof a
discontinuing operation.
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30. FINANCIAL INSTRUMENTS

a) Interest rate risk

The consclidated entity’s exposure to interest rate risks and the effective interest rates of financial assets and
financial labilities, both recognised and unrecegnised at the balance date, are as follows:

2083
Fixed interest rate maturing in:
Financial Foating 1 year Overtto More than Non-interest Total Weighted
Instruments interest rate or less 5 years 5 years bearing carrying average
amount as effective
per the  interest rate
hatance sheet
$'080 $'000 $°000 $'006 006 $'000 %
Financial assets
Cash and deposits 4,303 . . 3 4,306 4.25
Trade debtors . - . 10,944 10,944
Other debtors - - - 553 553
Total financial assets 4,303 - - 11,500 15,803
Financial {fabilities
Comimereial bills {Note 1} 2,140 13,515 - - 15,655 4.89
Trade creditars - - - 9,444 9,444
Sundry creditors and accruals - - 4,827 4,627
Other payables . - - 712 712
Lease liability/hire purchase 7594 524 . 1,318
Total financial liabilities 2,934 14,039 14,783 31,756

Mote 1. The interest rate applicable to the total value of the commarcial bills varies each time the bill facility rolls, and is fixed

fur the term of the roll.

2082

Financial assets

Cash and deposits 7.051 2,000 . . 5 9,056 3.83
Trade debtors - - . 17,685 17,685

Other debtors - - . 2,601 2,001

Sundry receivables - . - . i 1

Total financial assets 7,051 2,000 - . 19,6492 28,743

Financial liabilities

Commercial hills (Note 2} - 2,148 18,615 . - 20,755 6.76
Trade creditors - - . 16,963 16,963

Sundry ereditors and accroals - - . 7.678 7.678

Other payables - . - - 1,648 1,649

Lease liahilityfhire purchase - 850 1,321 . 2171 7.79
Total financial liabilities - 2,940 18,936 26,290 45,216

Mote 2. The interest rate appficable to $5.0m of the commercial bills varies vach time the bill facility rells, and is fixed for the
term of the roll. The halance of this facility, $15.8m as at balance date, varies sach time the bill factity rofls, is fixed for the
term of the rell and has a floor rate of 6.35% and a capped rate of 7.358%.



—> Notes to the Financial Statements Year Ended 30 June 2003

30. FINANCIAL INSTRUMENTS {continued)

b} Net fair values

The aggregate net fair values of financial assets and financial liabilities, both recognised and unrecognised as
reported in the balance sheet approximates their carrying value.

The following methods and assumptions are used to determine the net fair values of financial assets and
habilities.

Cash and deposits: The carrying amount approximates fair value because of their short-term to maturity.

Trade receivables and payables: The carrying amount approximates fair value.

Short term borrowings: The carrying amount approximates fair value because of their short term to maturity.

Long term borrowings: The fair values of long term borrowings are estimated using discounted cash flow analysis,
based on current incremental borrowing rates for simifar types of borrowing arrangements.

Non-current investments/securities: For financial instruments traded in organised financial markets, fair value is
the current quoted market bid price for an asset or offer price for a fiability, adjusted for transaction costs necessary
to realise the asset or settle the Hability. For investments where there is no quoted market price, a reasonable estimate
of the fair value is determined by reference to the current market value of another instrument which is substantially
the same or is calculated based on the expected cash flows of the underlying net asset base of the
investment/security.

¢} Credit risk exposures

The consolidated entity’s maximum exposure to credit risk at balance date in refation to each elass of recognised
financial assets, other than derivatives, is the carrying amount of those assets as indicated in the balance shest.

Conceritrations of credit risk

The consolidated entity minimises concentrations of credit risk in relation to trade receivables by endertaking
transactions with a large number of customers within the specified industries. However, the majority of customers
are concentrated in Australia.

Credit risk in trade receivables is managed in the following ways:

- payment terms of 14 or 30 days,
- & credit review is conducted prior to establishing a customer account;
- pon-gecount customer sales are conducted on a cash basis.
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31. DISCONTINUING OPERATIONS

a) Discontinuance of the Infrastructure Services Division

On 23 December 2002, Pracom sold its infrastructure Services division, The division undertook voice, data and
electrical wiring in the corporate environment. The sale follows a strategic review of the group which identified the
need to simplify and streamling operations and exit unprofitable activities,

2603 2002
$000 $'000
{ij Financial Performance information
Revenue from ordinary activities 12,989 32,884
Expenses from ordinary activities {15,434} {36,147}
Profit/lioss} before income tax lexpensel/benafit {2,445} {3,263}
tnecome tax {lexpensel/benefit relating to ordinary activitios . .
Profit/lioss) from ordinary activities after incoma tax {2,445] {3,263}
{it] Asset disposals
The carrying amounts of total assets to be disposed of and total
Hahilities to be settled as at 30 June 2003 are as follows:
Total Assets 245
Total Liahilities 22
Met Assets 273
{uring the financial year ended 30 June 2003, assets disposed of were as follows:
Proceeds from disposition of non-current assets 485
Carrying amount of asssets 485
Pre-tax profitf{loss) en disposition
Tax {expenselbenefit
Profit/lioss) on disposition after tax
{iif] Infrastructure Services Division's cash flows during the year
Operating {130} 545
tnvesting {19 {338}
Financing {172} {261}
Met cash inflows/{outflows) {321} {4}

b} Discontinuance of the Retail Division

On 12 April, 2002 the Beard announced it had entered into a Memorandum of Understanding {with GziCom Solutions
Pty Ltd} for the sale of Pracom’s Retail division. The sale was completed on 1 May 2002. The Betail division marketed
tong distance calling cards and also distributed pre-paid telecommunications praducts for Vodafene and other
companies to retailers throughout Australia.

{i} Financial Perfermance infermation

Revenue from ordinary activities . §8,435
Expenses from ordinary activities . {86,784}
Profitfifoss) before income tax lexpensel/benefit . {18,355}
tnecome tax {lexpensel/benefit relating to ordinary activitios . 1,533
Profit/lioss) from ordinary activities after incoma tax . {15,826}

NI
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2003 2002
$006 $'000
31. DISCONTINUING OPERATIONS {continued)
{iij Asset disposals
The carrying amounts of total assets te be disposed of and total
abilities to be settled as at 30 June 2003 are as follows:
Total Assets g7 1,041
Total Liabilities 72 1,284
Met Assets 25 {253}
{uring the financial year ended 38 June 2003, assets dispesed of were as follows:
Proceeds from disposition of non-carrent assets 413
Carrying amount of assets {85}
Pre-tax profitfifoss] on disposition 328
Tax {expensel/benefit {98}
Profit/ttoss} on disposition after tax 230
{iif}) Retail Division's cash Hows during the year
Operating {2781 2,833
tnvesting - 500
FHnanecing {6,453}
Met eash inflows/loutfows) {278 {3,328}
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% ASX Additional Information Year Ended 30 June 2003

Additional information required by the Australian Stock Exchange Ltd. not shown efsewhere in this report is as follows. The
information is as at 2 September, 2003 {as the most practicable date close to the date of this report).

a) Statement of shareholdings

Ordinary Shares
Holding Range Name of 20 Largest Shareholders in Fully Paid
Each Class of Share No. of Holders No. of Shares Held % Held
100,001 or more Carpar investments Pty Ltd ] 28,117,000 18.44
Kendorama Pty Lid ] 7,900,268 518
Monessa Gulf Pty Ltd i 7,900,267 518
Monare Mill Pty Lid 1 8,700,056 4.40
Paranthoiene Superannuation Pty Ltd ] 5,000,000 3.28
B 8 Carter Superannuation Pty Ltd ] 5,000,000 3.28
Microbial Screening Technologies Pty Ltd ] 3,850,000 2353
CAPX Limited i 2,254,120 1.48
Invia Custodian Pty Ltd (Black A/C} ] 2,087,819 1.36
Bircon Equity Pty Ltd ] 1,588,239 1.04
L A Design Pty Ltd i 1,535,687 1.0%
Bl Merambeliotis ] 1,200,000 0.79
Corangamite Pty Lid ] 1,145,186 0.75
Acquisitive Pty Lid ] 1,030,350 0.68
Fisimia Pty Lid ] 1,023,000 0.67
Peter John Griffin ] 1,000,080 0.66
Raynella Communication Services Pty Lid i 964,877 063
Prudence Louise Bean ] 940,000 0.62
Stophen Peter Byrne i 900,000 059
Smartzane Sehutions Pty Lid i 850,680 0 .56
Others 122 23,920,729 19.83
SUBTOTAL 142 118,937,518 72.71
10,801 - 100,008 Various 882 32,275,252 2417
5,001 - 10,000 Various 541 4,555,929 2.99
1,601 - 5,060 Various 1,454 4,111,673 270
- 1,068 Various 180 564, 765 0.37
TOTAL 3,799 152,446,137 160.60

b} Voting rights

All ordinary shares carry one vote per share without restriction.

i1 50}



—> Corporate Governance Statement Year Ended 30 June 2003

A description of the Group's main corporate governanee practices is set out below,

The Board of Directors
The Board:

+ is responsible for the cerporate governance of the consclidated entity. lts overriding objective is to increase
sharsholder value within an appropriate framework which protects the rights and enhances the interests of
shargholders and ensures the consolidated entity is properly managed,

+ shall comprise executive and non-executive directors with a majority of non-executive dirgctors, including the
chalrman;

+ shall comprise directors with an appropriate range of qualifications and expertise;
+ shall meet at feast six times during the year; and
+ shall establish & number of committees to assist in the execution of its duties.

Members of the various committees are listed in the Directors’ Beport, together with details of the number of meetings
heid during the year. The purpose of these committees and their main activities during the year is cutlined below.

Audit Committee

The main responsibilities of the Audit Committes are to!

+ liaise directly with the auditors independently of management. This includes meeting with the auditors prior to the
commencement of the annual audit to review the scoepe of the audit, and mesting with the auditors at the conclusion
of the audit te review the auditors’ closing repert,

+ review and report to the Board on the annual report, the half year report and all other financial information published
by the company; and

+ assist the Board in reviewing the organisation’s reliability of financial reporting

Remuneration Committee

A Hemuneration Committee has operated throughout the year and comprises all the non-exgcutive Directors. The
remuneration commitiee is responsible for recommending to the Board for approval the remuneration of the Directors.
The Managing Director is responsible, within parameters set by the Remuneration Committes, for setting the
remuneration of the executive management tean.

Continuous disclosure/share trading

tn accordance with Pracom’s policy on continuous disclosure and to comply with ASX Listing Rules, the Company's
Executive General Manager - Finance and Commercial acts as its continuous disclosure manager. This pesition carries
the responsibility for monitoring and managing the disclosure of potentially price sensitive information to ASX and to
the market. The Board will continue to review the company policy and monitor its application.
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INIEA

Directors

John Grigg {Chairman}
Bruce Carter

{Javid Paranthoiene
Darryt Phillips

Rex Waod-Ward

Company Secretary

Elaine Farrelly

Registered Office

Level 12

555 Lonsdate Street
Metbaurne, Victoria, 3000
Tel: {03) 9677 8888

Fax: 103} 9677 8800

Waeb: www.pracom.com.ay

Solicitors

Deacons

Bankers

MNattonal Australia Bank Limited

Share Register

Computershare Begistry Services Pty Lid
Level 12

565 Bourke Street

MELBOURNE VIC 3000

{03) 9611 5712

Auditors

Ernst & Young
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