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Allied Technologies Group Limited and controlled entities

Directors’ report

Your directors present their report on the consclidated entity (“Allied") consisting of Allied Technologies Group Limited ("the
company”} and the entities i controlled at the end of, or during, the year ended 30 June 2004.

Directors
The following persons were directors of Allied Technologies Group Limited at any fime during or since the end of the finaricial
year:

Director Appointed Resigned

M J Addisori 5 June 2003 Current

AV Berriman 5 June 2003 Current

W A Warren 5 June 20603 21 April 2004
R C Doak 21 April 2004 Current

A Maroc 21 April 2004 Current

J L Gwyther 24 September 2004 Current

Principal activities

During the year the principal confinuing activities of the consolidated entity consisted of videoconferencing and associated
services and, following the acquisilion of Allied Group Pty Limited, included the design, integration, installation and
maintenance of communications networks.

Dividends

Based on the group achieving better than expected results for the 2004 financial year, and with in excess of $3m of dividend
franking credits within the group, the directors reversed a prior decision riot to pay a dividend in respect of the 2004 financial
yvear and, on 30 July 2004, announced a 1.5 cenis per shars fully franked maiden dividend.

The payment of the dividend was accompanied by an opticnal dividend reinvestment plan, giving shareholders the
opportunity to increase their shareholdings in the company.

As a show of confidence in the group, each of the executive directors, who at the time of the announcement held in excess of
55% of issued capital of the company, underiook to take up their full share entitlement under the plan.

Results
The consolidated operating profit after providing for income tax atiributable to members of Allied Technologies Group Limited
was $1,004 342 (2003 loss $1,734,795).

Review of operations
A summary of consolidated revenues and results is set out below:

Recapitalisation and refocus of the Company
The group has seen significant change, growth and strengtheninig since the commencemenit of the 2004 financial year.

From an effective share price of 12.0 cents and a market capitalisation of less than $300,000 at the start of the financial vear,
the considerable scale of the improvement is evidenced by a closing share price of 45.0 cenis on 28 September 2004,
representing a market capitalisation of approximately $23.5 million at that date.

As an integrat first step in the rebuilding process, the company was recapilalised by its directors on 28 July 2003 with a cash
injection of $500,000. This was accompanied by a commitment to refocus the group's aclivities and to rebuild through
organic growth and acquisition.

This rebuilding process has seen revenues improve from less than 34 million for the 2003 financial year to pro forma
reveniues of approximately $31 million for the 2004 financiat year (see tabis), and a projected $50 million in reverniues looking
forward to the end of June 20065.

At a corporate level this hias involved a significant amount of restructuring and rebuilding activity, evidenced by no less than
80 company ASX announcements between the start of the 2004 financial year and the date of this report.

Acquisition of Altied Group Pty Limited

The most significant step in the rebuilding process was undoubledly the acguisition of the Allied Group Pty Limited and its
subsidiary companies ("AGPL"} on 30 April 2004.

The acquisition corisideration, which was principally scrip based, involved the issue of 17,756,263 riew shares to the AGPL
sellers at a price of 40 cenis per share, giving them an effective 58% shareholding in the company at the date of the
acquisition.

The acqguisition involved an appropriate change in the name of the company from ServicePoint Limited to Altied Technologies
Group Limited and the appointment of Mr Raymond Doak, the founder and Managing Director of AGPL as the new Managing
Director and CEO of the compariy, an appointmenit that the Board welcomed.
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As a direct result of the significant increase in the scale of the group’s business due to the AGPL acquisition, the company
was required by the ASX fo satisfy the requirements of Chapters 1 and 2 of the ASX Listing Rules, as if applying for re-
admission to the Official List. This necessitated the issue of a prospectus on 8 March 2004 and the issue of & further 5 million
new shares in order to mest the ASX shareholder spread reguirements. The prospectus share issue was done at a price of
30 cents per share, reflecting current market conditions at the date of issue.

With a 30 April 2004 effective date for the AGPL acquisition, the actuat profit after tax figure of $1,041,438 (before the write-
off of goodwill arising on acquisition} for the full finaricial year to 30 June 2004 reflects the inclusion of AGPL’s resulis into the
company's consolidated eamnings for anly the final 2 months of the 2004 financial year.

Based on a weighted average of approximately 12.2 million shares in issue over the period, this gives an earnings per share
figure (before the write-off of goodwill arising on acquisition) of approximately 8.5 cents for the full financial year.

In considering this resul, it is important to note that a significant proportion of AGPL's revenues are generated in the final
quarter of each financial year. With the AGPL acquisition having been effective from 30 April 2004, this would have resuited
in the company reporting a disproporiionately beiter than average earnings per share figure for the full financial period.

Had AGPL's results for the full finanicial vear been incorporated into the company's consolidated earnings, the pro forma
combined resulis for the group for the full finaricial period would have been as set out ini the table below.

Pro Forma Consolidated Results for 12 months ended 30 June 2004
i:‘osipec:tus Pro forma Actual Variance
rojection N

$ $ /I}
Revenue 32,019,783 31,158,031 -27%
E8IT 2,051,216 2,312,970 +12.8%
Profit before Tax 1,762,350 2,006,351 +18.5%
Taxation 228479 396,404 +72.7%
Profit after Tax 1,532,911 1,605,047 +10.5%
Notes : Based on the inclusion of AGPL’s financial resulis for the full financial year ended

30 June 2004, and excluding the write-off of goodwili on acquisition.

As the table demonstrates, the actual pro forma consolidated figures for the year compare favourably with the pro forma
forecast combined resulls published in the company’s recent prospectus, reflecting improvements on projected figures of
12.8% in EBIT, 18.9% in profit before tax and 10.9% in profit after tax.

Significant changes in the state of affairs

Significant chianges in the state of affairs of the consclidated entity during the financial year were the acquisition of AGPL, as
detatled above, and the change in share capital from §8,803,887 fo $17,770,416. This change in share capital resulied from
the issue of shares in consideration for the acquisition of AGPL and the issue of shares under a share purchase plan, a
prospectus and two private placements. The share capital was alsc affected by two share consolidations. Details of the
share issues and consclidations are shown at Note 20.

Matters subsequent to the end of the financial year
On 19 July 2004 it was announced that Allied had started the new financial year with in excess of $18 mitlion of business in
hand, putfing the group in a strong position for the coming financial year.

This figure represents some 50% of the projected FY2005 budgeted revenues and is made up of $5 mitlion in unrecognised
reverive from existing projects yet o be delivered, new orders already received in FY2005 of $5.5 million and annuity
reveriues for the group of approximately $8 million.

Af the same time in July 2003, Allied had approximately $12 milfion of business in hand.

On 2 August 2004, the company announced projected reveniues of $35 million and projected profit after tax of $1.9 million
{excluding amortisation of goodwill arising on the AGPL acquisition) for the financial year ending 30 June 2005. These
figures, which reflect the directors' confidence in the fulure of the company, represent improvements of 12.3% in revenues
and 11.8% in profit after taxation over the pro forma combined results for the group for the 2004 financial year.

Acquisition of TUSC Computer Systems

On 17 August 2004 the company annourniced that it had entered into a condifional agreement to acquire the entire issued
shiare capital of TUSC Computer Systems Piy Limited and its wholly owned subsidiary Enterprise Management Solutions Pty
Limited ("TUSC".
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On 24 September 2004, following satisfaction of all the conditions precedent to the fransaction and shareholder approval at a
general meeting of the company on 22 September 2004, the TUSC acquisition was concluded.

Consideration for the TUSC acguisition is based on a combined multiple of TUSC's FY2004 and FY2005 EBIT, and is
payable in a combination of cash and shares. The first portion of the consideration, which was paid to the TUSC vendors on
completion of the tranisaction, comprised 6 million new Allied shares, issued at a price of 30 cents per share, and $2.0 million
in cash.

The batance of the cornisideration will be payable in cash withini 30 days of completion of TUSC's 2005 financial year audit.
The Allied directors believe that the acquisition of TUSC will have a significant and positive impact on the group.

Besides having a positive impact on Allied’s FY2005 eamnings per share, TUSC will give Allied a strong geographic presence
in the Victorian and South Australian markets and will present the Company with numerous cross-selling opportunities.

Furthermore, with the majority of TUSC's customers comprising enterprises and utility and telecommunication providers
across Victoria, Allied's present reliance on government and defence related customers will be reduced.

With an effective transaction date of 1 July 2004, Allied will realise the benefi of the TUSC revenue and eamings for the full
financiat year ending 30 June 2005. The table below reflects the combined pro forma projected figures for Allied for the 2005
financiat year.

Pro forma projections for 12 months ending 38 June 2005

AHied TUSC Combined*

{$000's) {$000's) {$000's}

Revenue 35,000 15,000 50,000
EBIT 2,500 1,800 4,300
Profit affer Tax 1,920 1,300 3,220
Weighted Av. sharss in issue {000Y" - - 47,725
Projected £PS {cents) 8.75

* Based on the inclusion of TUSC's projected figures for the full financial year to 30 June 2005, and
excluding the write-off of goodwill on acquisition.
** Excluding any shares to be issued under the dividend reinvestment plan.

In conjurnicion with, and upon completion of the TUSC fransaction on 24 September 2004, Mr John Gwyther, the former
Chatrman and founder of TUSC, joined the Board of Allied as a non-execulive direcior. The Board welcomes this
appoeintment and believes that Mr Gwyther will make a significant confribution to the future of the group.

$5 million Capital Raising to fund TUSC acquisition and future growth

In conjunction with the acquisition of TUSC, the Board annouriced on 17 August 2004 that # had received binding
andertakings from 10 small cap funds and other professional investors for the placing of a total of approximately 15.63 million
new Allied shares at a price of 32 cenis per share, to raise a total of $5.0 million, before expenses. The placing, which was
conducted in two staged frariches, was successiully completed on 24 September 2004,

The directors are of the view that the introduction of the 10 smalf cap funds onto Allied's share register will enhance the
Company's credibifity and standing in the wider investment market.

in conjunction with the issue, Allied’s Chairman, Mr Michaet Addison, expressed his ongoing commitment fo the Company by
taking up 1,000,000 shares under the placement.

Of the gross amount raised under the share placement, $2.0 million was used to funid the cash element of first portion of the
TUSC purchase consideration, $1.0 miltion was applied fowards procuring the release of personal guarantees in respect of
the debts of the TUSC Group, with the balance being used fo fund the expenses of the transaction, the costs associated with
the raising of capital under the share placement and towards Allied’s ongoing working capital and growth requirements.

Release of Personal Guarantees securing Group Borrowings

in September 2004 the company procured the release of Raymond Doak and Alysum Boak from all personal guarantess
giveri by them as security over the borrowirigs of AGPL.

Except for the matters discussed above, no other matter or circumstance has arisen since 30 June 2004 that has significaritly
affected, or may significantly affect:

{a) The consclidated entity's operations in fulure financial years, or
{b) The resulis of those operations in future financial years, or
{c) The consclidated entity's state of affairs in future financial years.
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Future developments
Allied is anticipating further organic reverive growth of approximately 12% for the 2008 finanicial year.

The directors are of the view that the acquisition of TUSC, with its higher EBI/revenue margin ratio, in conjunction with
benefits currently being realised through economies of scale, will improve the group's overall profit performance going
forward.

Notwithstanding the group’s strofig internal growth prospects, the directors also remain committed to their current acquisition
programme - with a view to reaching an annualised revenue target of $100 million by the end of December 2005,

Environmental issues
The consolidated operations are not regulated by any significant environmental regulations under a law of the
Commonweatth or State or Territory.

Directors’ biographies

R € Doak Ray Doak has in excess of 15 years’ experierice in the IT&T industry, with a particular specialisation

MAICD, AllaM in the areas of general and project marniagement. He founded Allied Group Py Limited and,

Managing Director  following its acquisition by ServicePoint, was appointed as Managing Director and CEO of Allied
Technologies Group Limited.

Under Ray's direction, Allied has successfully tendered for marny Federal and Siate Government
confracts. In 2001 Ray was appointed as a finalist in the Emst & Young South Eastern Region
Entreprensur of the Year Awards.

Ray is a member of both the Australian Institute of Comparny Directors and the Australian Institute of
Management.

Ray is a member of the Remuneration Commitiee and the Audit Committee.

M J Addison Michael Addison has spent a major part of his working career as a merchant banking corporate
BSc Eng (Hons), finarice specialist working for Baring Bros. & Co. Limited in London, Standard Merchant Barnk in
MPhil (Oxon), FAIM  Johannesburg and Standard Chartered Asia it Hong Kong. His experierice across both private and
Chairman public companies includes stock exchange listings, local and cross border mergers and acquisitions,

due diligence studies and valuations and complex corporate restructuring.

Michael's expertise alsc includes hands-on experience in the privale equily and venture capital
markets, where he has acted both as an adviser as well as a principal of a management buy-in
investes company, which he successfully took to a stock exchange listing. He has held a number of
senior executive positions on the boards of both listed and urnlisted comparnies.

Michiael has an undergraduate degree in Civil Engineering and an Oxford University postgraduate
degree in Management Studies. He is a Fellow of the Australian Institute of Marniagement, a
committee member of the Australian Employee Ownership Association and is a former Rhodes
Scholar.

Michiael is also cusrently a director of Unitas Capitat Partners Pty Limited, a company specialising in
employee buyouis and related capital expansion opporturities.

Michiael is Chairman of the Corporate Governanice Commitiee and a member of the Remuneration
Commitiee.
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A V Berriman
MBA {Macquarie),
Mimc

Executive Director

A Maroc
Non Executive
Director

J L Gwyther
Non Executive
Director

Andrew Berriman has more than 30 years’ commercial experience in the IT&T industry preceded by 8
years' military service in secure telecommunications. The commercial experience in the IT&T indusiry
has covered the full spectrum of corporate and management roles including technical, marketing,
sales, consulting and finance with companies such as Conirel Data, Sigma Data, Warng, Solution 8,
CR Group, NVS and ServicePoint.

Andrew's expertise includes hands-on experience with business start-ups, capital raising, mergers
and acquisitions and a public company listing. Andrew has served on the boards of two Australian
publicly isted IT companies for a total of nine years.

Andrew has a posigraduate degree in Business Administration from the Macquarie Graduate School
of Management in Sydriey and is 2 member of the Institute of Management Consultants in Austrafia.

Andrew is & member of the Remuneration Commiitee.

Andrew Maroc was employed by the Australian Taxation Office for a period of 13 yvears from 1973 to
1986. In 1986 he founded Andrew Maroc & Asscciates, a Canberra based accounting practice, where
he is now the Senior Principal.

Andrew has acted as an adviser to Allied Technologies Group for a number of years and has an
extensive working knowiledge of the history and processes of the group.

Andrew is a Certified Practising Accountant, has a Bachslor of Economics Degree from the University
of Sydney and a Graduate Diploma in Administration from the University of Canberra.

Andrew is & member of the Remuneration Commitiee and the Audit Commitiee.

John Gwyther joined the Board as a Non-Executive director on 24 September 2004 in conjunction with
the acguisition of TUSC Computer Systems Pty Limited.

John has been in the IT industry for more than 30 years, with sofiware development positions in
meteorclogical and medical ressarch and in technical sales with MHewlelt Packard. He is a past
Chairman of the Australian Information Industry Association (AllA}, the current Chairman of Software
Engineering Australia, previous Chairman of the Industry Advisory Council for Monash University's
Facuity of IT, and was a member of Senator Alstor's Framework For Future Group {F3).

John has a Bachelor of Science {Honours) from Melbourne University and in 2003 was awarded a
Centenary Medal in recognition of his services as Chairman of AllA,

Meetings of directors
The numbers of meetirigs of the Comparny's board of directors and of each board committee held duririg the year ended 30
June 2004, and the numbers of meetings attenided by each director were:

M J Addison
AV Berriman
WA Warren
R C Doak

A Maroc

J L Gwyther

Corporate

Audit Remuneration Governance

Board Committee Committee Committee

A 8 A B A B A B
15 15 2 2 2 Z 1 1
15 15 2 2 2 2 * *
11 12 +* ® * * * +*
4 4 0] 0 1 1 * *
4 4 0] 0 1 1 1 1
{} 0 +* ® * * * +*

A = number of meetings altended while the director was a member of the board or committee
B =number of meetings held during the time the director hetd office and was a member of the commitiee during the year
* = Not a member of the relevant commiiee

6
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Directors’ and executives’ emoluments
Directors’ and executives’ emoluments for the year ended 30 Junie 2004 are disclosed in Note 23.

Directors’ interests in the shares and options of the Company

On 4 June 2004, in conjunction with the entering into of exacutive service agreements, the company granted to iis executive
directors a total of 4,000,000 options to subscribe for shares in the company at a price of 42 cents per share. The grant of the
options was subject to shareholder approval, which was given at a general meeting of the company held on 22 September
2004 and the options will only vest in the svent that the relevant executive compietes a period of two years in the
employment of the company.

Besides these options, no other options were granted to or exercised by directors and executive officers during the financial
year.

Directors’ interests in the shares and options of the company are disclosed in Note 23.

Share options
Disclosure of shares under option is contained in Note 20 — Cornitributed Equity.

Indemnifying officers or auditor

Allied Technologies Group Limited has Directors’ & Officers’ Liability Insuranice with Chubb Insurance Company of Australia
Limited covering the directors and officers against liability to the value of $2,000,000, at an annual premium of $22,155
{excluding GST).

No indemnity has been given to any auditor of the company.

Proceedings on behalf of the company

No person has applied for leave of Court fo bring proceedings on behall of the company or intervene in any proceedings o
whiich the company is a party for the purpose of taking responsibility on behalf of the Company for all or any part of thoss
proceedings. The company was not a party to any such proceedings during the year.

This directors’ statutory report is signed in accordance with a resolution of the directors of Allied Technoclogies Group Limited.

R C Doak
Managing Director

Sydney
30 September 2004
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The company supports the best practice recommerndations of Corporate Governance as set out by the ASX. The Board,
however, believes that certain requirements are not practical for Allied Technologies Group Limited and therefore does not
comply with all recommendations. It is the company's belief thal the current structure of the Board of directors is desirable
and practical for a comparny of Allied's size.

Unless disclosed below, all the best practice recommendations of the ASX Corperate Governanice Councl have been
applied for the vear ended 30 June 2004,

Board composition

The Board currently comprises two rion-executive directors, who are independent as defined by the ASX Corporate
Governance Council’'s Principles, the Managing Director and two executive directors. 1t is the policy of the Board that there
is a separation of the roles of Chairman and Managing Director. The majority of the Board are not independent as it is felt
that the objectives of the company are currently met with a majority executive participation.

The Board's primary role is fo ensure the long-term health and prosperity of the company which is accomplished by:
Setting objectives, geals and strategic direction with a view to maximizing shareholder value;

Adopting an annuai budget and monitoring financial performarice;

Ensuring adequate internal controls exist and are appropriatety monitored for compliarnice;

Ensuring significant business risks are identified and appropriately managed;

Approving the interim and final financial accounts and related reports to the ASX and shareholders;

Setting the highest business standards and code for ethical behaviour.

There are procedures in place, agreed by the Board, 1o enable directors in furtheranice of their duties, to seek independent
professional advice at the company's expense. However, prior approval of the Chairman is required which would not be
urireasonably withheld.

The skills, experience and expertise relevant fo the position of each director who is in office at the date of the Annual Report
and their term of office are detailed in the Directors’ Report, refer page 5.

The names of the independent directors of the company are Andrew Maroc and John Gwyther.

When determining whether a non-executive director is independent, the director must not fail any of the following materiafity
thresholds:

1. less than 10% of company shares are held by the director and any entity or individuat directly or indirectly
associated with the director;

2. no sales are made fo or purchases made from any entity or individual directly or indirectly associated with the
director; and

3. none of the direciors income or the income of an individual or entity directly or indirectly associated with the director
is derived from a contract with any member of the consolidated entity other than income derived as a director of the
eritity.

Operation and development of the company, consistent with the directions and standards set by the Board, is delegated to
the Managing Director, and to the various Board Commitiees.

The monthly financials and performance reporis make the Board aware of current and forthcoming issues relevant to the
company’s operations and performance.

Board Nominations

The composition of the Board is monitored {both in respect of size and membership) to enisure that the Board has a balance
of skitt and experience appropriate to the needs of the company. When a vacancy exists, the Board identifies candidates
with appropriate expertise and experience and appoinis the most suitable person.

Audit Committee

The Audit Commitiee of the Board, comprising one nion-execulive director, who is independent as defined by the ASX
Corporate Governance Couricil's Principles, the Managing Director and one specified executive, works fo defined terms of
reference in compliance with afl the regulatory requirements. The external audit firm partner responsible for the company
audit attends by invitation.

i is not considered practical to have the majority of members as independent and it is believed that the audit commiltee
currently has the necessary expertise.
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Members of the Audit Commitiee during the pericd were:

A Maroc {Chairman)
R C Doak
J Fletcher

for details on the number of meetings of the Audit Commitiee held during the year and the attendance at those meetings,
refer to page 6.

The committee formally reports to the Board after each of its meetings. The role of the commitiee is fo consider matters
relating to the financiat affairs, internal control policies and external audit of the company and any other matiers referred to it
by the Board.

Allied Technologies Group Limited has requested the external Auditor fo attend the Annual General Meeting and o be
available to answer shareholder questioris about the conduct of the audit, and preparation and content of the Auditor's
Report.

Directors’ remuneration

Non-executive directors are remunerated by fees within the aggregate amount of $120,000. All non-executive directors’
payments are inclusive of commitiee fees. The nion-executive directors also have entilements fo superannuation up to the
statutory limit.

For details on the breakdown of directors’ remuneration, refer to Note 23. Furlher, the amount of remuneration for alt
directors and the four highest paid executives, including all monetary and non-monetary components, are detailed in Note 23
to the financial report. All remuneration paid fo executives is valued at the cost to the company.

The Board, as a whole, serves as a Remuneration Committee. Where riecessary the Board will obtain independent advice
ori the appropriateness of remuneration packages.

Performance evaluation

An annual performarice evaluation of the Board and all Board members was not conducted for the financial period ended 30
June 2004. However, the Chairman speaks fo each director from time to fime and recommendations may be tabled fo
improve performance. The Board will then develop an action plan to implement the recommerndations and set the
performancs criteria and goals for the next year.

Communication with shareholders and the market
The company acknowledges the shareholders’ rights and recognises the imporiance of facifitating effective communication
to shareholders. The company provides this by:

. Commuriicating openly and effectively with them;

. Providing readily relevant available information about Allied Technologies Group Limited on its corporate website;
and

. Facilitating sharehotder participation in generat meetings.

Share trading policy
Diirectors are riot required to hold a minimum number of shares pursuant fo the company's constitution. However their
current sharehioldings are showni in Note 23.

The Board has adopted a poticy for dealing in the company's shares by directors and employees and eniities controfled by
directors and employees. The policy permits the purchase or sale of shares in the company throughout the year except
durinig the period commencing on the last day of the reporting period {ie 30 June of each year} and ending at the end of the
day of the announcemsent {Black-Qut Period} or during any other Black-Out Period introduced at the direction of the
Managing Director or the Chairman.

The policy restricts directors and employees from acting on material information until it has been released fo the market and
adequate time has been given for this to be reflected in the security’s prices.

Directors and designated officers or an entity controlled by directors or designated officers are not permitted to purchase or
sell shiares in the company at other fimes without prior consent of the Board. This policy does riot preclude a director or an
entity controlled by a director from taking up or renouncing an entitlement to the company’s shares or participating in the
compary's Share Purchiase Plan or the Dividend Reinvestment Plan,

Ethics & codes of conduct
The comparny recognises the nead for directors and employees to observe the highest standards of behaviour and business
ethics whern engaging in corporate activity.
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The company interids to maintain a reputation for integrity. The Board intends to adopt a Code of Ethics which will set out
the principles and standards with which all officers and employees are expected to comply in performance of their respective
functions.

The company's Code of Ethics:

. will state the company values arid principles;

. will set out the framework in which the company will manage the business, its employeas and relationships with at
stakehotders, including the community in which it operates; and

. will establish the foundation on which ali the company’s polices are determined.

Officers and employses of the company are required to act in accordance with the law and with the highest standards of
propriety.

Risk management policy

The Board, as a whole, is responsible for overseeing the risk management function. The company believes that it is cruciat
for all Board members o be a part of this process, and as such the Board has not established a risk management
commitiee, at present.

The Board is responsible for ensuring that risks, and also opportunities, are identified on a fimely basis and that the
company's objectives and activities are aligned with the risks and opportunities identified by the Board.

The Board has a number of mechanisms in place 1o ensure that management's objectives and activities are aligned with the
risks identified by the Board. These include the following:

. Board approval of a strategic plan, which encompasses the company’s vision, mission and strategy statements
designed fo meet stakeholders’ needs and manage business risk;

. implementation of Board approved operating plans and budgets and Board monitoring of progress against these
budgests, including the establishment and monitoring of KPls of both financial and rion-financial nature; and

. The sestablishment of committees to report on specific businiess risks.

Other information
The compariy's corporaie governance practices and policies are publicly available at the company’s Registered Office.
These policies have not yet been posted on the company’s website, but will be in the near future.

i
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This financial report covers both Allied Technologies Group Limited as an individual
entity and the consolidated entity consisting of Allied Technologies Group Limited and its
controlied entities.

Allied Technologies Group Limited is a company limited by shares, incorporated and
domiciled in Australia.

A description of the nature of the consolidated entity’s operations and its principal
activities is included in the directors’ report on pages 2-7.

For queries in relation to our reporting piease call {02) 8250 4100 or e-mail
investor@allied.com.au.
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Statement of financial performance

For the year ended 36 June 2004

Revenue from ordinary aclivities

Charnges in inventories of finished goods
Employee benefits

Depreciation and amortisation expenses
Borrowing costs expense

Occuparicy costs

Other expenses from ordinary activities
Writedown of goodwill and distribution rights
Writedown of investment

Profit/{loss) from ordinary activities before income
tax expense

income tax expense relating to ordinary activities

Profit/{loss) from ordinary activities after income
tax expense

Net Profit/(loss) atfributable to members of Allied
Technologies Group Limited

Total changes in equity other than those resulting
from transactions with owners as owners

Basic earnings {loss) per share - cents

Diluted sarnings (loss) per share - cents

Consolidated entity

Parent entity

The financial statements should be read in conjunction with the accompanying notes.

Notes 2004 2003 2004 2003
3 $ $ $

2 11,540,204 3,597,776 231,357 185

(6.467,158)  {1,656,183) . .

(2475,444)  {1,300,380) (33,357) (94,440)

(152,398)  (180.711) . .

(94,031) (70,819) (350) (10,324)

(169,885)  (141,792) . (3,834

(1,071,131)  (895,010) (146,417)  (243,275)

. (688721) . .

- {398955) . .

3 1,419,247  {1,734,795) 51,233 {351,708)

4 (114,905) ) . )

1,004,342 {1,734,795) 51233 {351,708)

21 1,004,342 {1,734.795) 51,233 (351,708)

1,004,342 {1,734,795) 51233 (351,708)

32 8.2 (76.4) . .

8.2 (76.4) . .



Allied Technologies Group Limited and controlied entities

ABN 57 010 597 672 (Previously ServicePoint Limited)
Statement of financial position

As at 30 June 2004

Current assets
Cash asseis
Receivables
inventories
Other

Total current asseis

Non-current assets
Receivables
Othier financiat assets

Property, ptant and equipment

intangible assets
Deferred tax asset
Other

Total non-current assets

Total assets

Current liabilities
Payables
interest bearing liabilities
Current tax liabilities
Provisions
Othier

Total current liabilities

Non-current liabilities
interest bearing liabilities
Provisions
Other

Total non-current liabilities

Total liabilities

Net assets/{liabilities)

Equity
Contributed equity
Accumulated losses

Total equity/{deficit)

Notes

o -~ o

10
11
12
13

14
15
16
17
18

19
17
18

20
21

Consolidated entity

Parerit entity

2004 2003 2004 2003
$ & 3 3
967,719 346,033 775,995 .
10,148,092 638,481 72,085 18,141
2,696,817 315,054 . .
166,181 15,495 . 1,310
13,978,809 1,315,063 848,080 19,451
35,332 . 480,061 .
298,560 193,164 8,620,622 1,320,001
1,633,126 205,587 . .
4,439,470 . . .
213,670 . . .
339,054 . . .
6,959,212 488,751 9,100,683 1,320,001
20,938,021 1,803,814 9,948,763 1,339,452
4,714,086 779,918 136,745 545,396
2,052,149 867,277 . .
610,074 . . )
529,680 81,004 . .
2,317,461 186,515 . .
10,220,430 1,914,714 136,745 545,396
897,736 178,638 . .
161,429 . . .
. 23,107 . .
1,059,165 201,745 . .
11279505 2,116,459 136,745 545,306
9,658,426 (312,645) 9,812,018 794,056
17,770,416 8,803,687 17770416 8,803,687
(8.411,990)  (5,116,332)  (7.958,398)  {8,009,631)
9,658,426 (312,645) 9,812,018 794,056

The financial statements should be read in conjunction with the accompanying notes.



Allied Technologies Group Limited and controiled entities

ABN 57 010 587 672 {Previously ServicePoint Limited}

Statement of cash flows
For the year ended 30 June 2004

Consclidated entity

Farent entity

2004 2003 2004 2003
Notes $ $ $ 3

Cash flows from operating activities

Receipts from customers

{inclusive of goods and services tax) 6,443,594 3,621,877 168,000 -

Payments fo suppliers and employees

{inclusive of goods and services tax) (7,123,115} {4,255,890) {1,095,120) {76,580)

{679,521} (634,113) {931,120) {76,580)

Income taxes received - 68,890 - -

Interest received 13421 9,611 11,357 165

Borrowing costs {94,031} {70,819} {350} {324}

Net cash used in operating activities 31 {a) {760,131} {626,431} {920,113} {76,735
Cash flows from investing activities

Payments for property, plarit and equipment {94,931} {107,742} - -

Proceeds from sale of property, plant and

equipment - 52,327 - -

Payment for acquisition of subsidiary 31 (c} {175,139} - {198,118)

Proceeds from sale of tenements 30,000 - 30,000 -

Net cash provided by (used in}

investing activities {240,070} {55,415) {168,118) -
Cash flows from financing activities

Proceeds from issues of shares and other

squity securities 2,214 464 - 2,214,464 -

Shares bought back during the year {61,390) {61,3590)

Share issue expenses {288,850} - {288,850} -

Proceeds from borrowings - 302,327 - -

Repayment of borrowings {664,235} {199,318} - -

Net cash provided by financing activities 1,199,588 103,009 1,864,224 -
Net increase in cash held 199,788 {578,837} 775,995 {76,739
Cashi at the beginining of the financial year 346,033 024,870 - 76,739
Cash at the end of the financial year 31 (b} 545,821 348,033 775,895 -
Financing arrangements 19

The financial statements should be read in conjunction with the accompanying notes.



Allied Technologies Group Limited and controiled entities
ABN 57 010 597 672

Notes to the financial statements
For the year ended 30 June 2004
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Allied Technologies Group Limited and controiled entities
ABN 57 010 597 672

Notes to the financial statements
For the year ended 30 June 2004

Note 1. Summary of significant accounting policies

The financiat report is a general purpose financial report that has been prepared in accordance with Australian Accounting
Standards, Usgent issues Group Consensus Views, other authoritative pronourncements of the Australian Accounting
Standards Board and the Corporations Act 2001.

The financial report covers the consolidated entity of Allied Technologies Group Limited and controtled entities, and Allied
Technologies Group Limited as an individual parent entity. Allied Technologies Group Limited is a listed public company,
incorporated and domiciled in Australia.

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

i is recommended that this report be read in conjuniction with any public annournicements made by Allied Technologies Group
Limited {"company”} in accordarice with the continuous disclosure obligations arising under the Corporations Act 2001,

The following is a summary of the material accounting policies adopted by the consolidated entity in the preparation of the
financiat report. The accourding policies have been consistently applied, uniess otherwise stated.

{a) Principles of consolidation
The consolidated financial statements incorporate the assets and liabiliiies of all enfities controfled by Allied
Technologies Group Limited as af 30 June 2004 and the results of all controlied entities for the year then ended. Alfied
Technologies Group Limited and ifs controlled entities fogether are referred 1o in this financial report as the consolidated
entity. The effects of all transactions between entities in the consolidated entity are eliminated in full.

Control exists where Allied Technologies Group Limited has the capacily to dominate the decision-making in relation to
the finaricial and operating policies of ancther entity so that the other entity operates with Allied Techinologies Group
Limited to achieve the objectives of the group.

All intercompany balances and fransactions between entities in the consolidated entity, including any unrealised profits
and loss, have been eliminated on consclidation.

Where control of an entity is obtained during a financial year, iis results are inicluded in the consolidated statement of
finanicial performarnice from the dale on which control commences. Where condrot of an entily ceases during a financial
year its results are included for that part of the year during which controf existed.

A fist of conirolled aentities is contained in Note 30 fo the financial slatements.

{b} Income tax
The consotidated entity adopts the liabifity methiod of tax-effect accounting whereby the income tax expense is based on
the profit from ordiniary activities adjusted for any permanent differences.

Timing differences which arise due to the different accounting periods in which #ems of revenue and expense are
included in the determination of accourting profit and taxable income are brought fo account as either a provision for
deferred income tax or as a fulure income tax benefit at the rate of income tax applicable to the period in which the
benefit will be received or the liability will become payable.

Future income tax benefits are not brought to account unless realisation of the asset is assured beyond reasonable
doubt. Future income tax bensfits in relation o tax losses are not brought fo account urless thers is virtual certainty of
realisation of the benefil.

The amount of benefits brought o account or which may be realised in the fulure is based on the assumption that rnio
adverse change will ocour in income taxation legisiation and the anticipation that the consolidated entity will derive
sufficieni future assessable income to enable the benefit fo be realised and comply with the conditions of deductibility
imposed by the law.

Allied Technologies Group Limited and its wholly owned Australian subsidiaries have not formed an income tax group
under the tax consolidations regime.



Allied Technologies Group Limited and controiled entities
ABN 57 010 597 672

Notes to the financial statements
For the year ended 30 June 2004

Note 1. Summary of significant accounting policies (cont)

{c}

{d)

{e}

#

(g)

{h)

Foreign currency transkation

Foreign currericy transactions are initiglly transiated into Australian currenicy at the rate of exchange at the date of the
fransaction. At balance date amounts payable and receivable in foreign currencies are translated to Australian currency
at rates of exchange current at that date. Resulling exchange differences are recognised in determining the profit or loss
for the year.

Acquisition of assets

The purchase method of accounting is used for all acquisitions of assets regardless of whether equity instruments or
other assets are acquired. Cost is measured as the fair value of the asseis given up, shares issued or liabilities
undertaken at the date of acquisition plus incidental costs directly atiributable to the acquisiion. Where equity
instruments are issued in an acquisition, the value of the instruments is their market price as at the acquisition date,
uniess the notioniat price at which they could be placed in the market is a better indicator of fair value. Transaction costs
arising on the issue of equity instruments are recognised directly in equity.

Goodwill is broughit fo account on the basis described in Note 1(1}.

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

Sale of Goods
Conitrol of the goods has passed to the buyer.

Rendering of Services
Where the contfract outcome can be refiably measured:
« Control of a right to be compensated for the services has been attained and the stage of completion can be
reliably measured. Stage of completion is measured by reference to the labour hours incurred to date as a
percentage of totat estimated labour hours for each contract.

Where the contract outcome canriot be refiably measured;
« Revsnue is recognised only to the extent thiat costs have been incurred.

interest
Coritrol of a right fo receive cornisideration for the provision of, or investment in, assets has been atfained.

Receivables

Provision policy

Collectibiity of frade debtors is reviewed on an onigoing basis. Debis which are known fo be unicollectible are written off.
A provision for doubfful debts is raised where some doubt as fo collection exists.

Recoverable amount of non-current assets
The recoverable amount of an asset is the net amount expected to be recovered through the cash infiows and outflows
arising from its continued use and subseguerit disposal.

Where the carrying amourt of a non-current asset is greater than its recoverable amount, the asset is written down o its
recoverable amount. Where niet cash inflows are derived from a group of assets working together, recoverable amount
is determined on the basis of the relevant group of asssts. The decremerit in the carrying value is recognised as an
expense in the statement of financial performance in the reporting period that the recoverable amount write down occurs,
The expected niet cash Tlows have not been discounted fo their present values in determining recoverable amounts.

Investments

Investmerits are measured on the cost basis. The carrying amount of non-current investments is reviewed annually by
directors to ensure it is not in excess of the recoverable amount. The recoverable amount is assessed from the
underlying assets of non-isted investments. The expected net cash flows have not been discounted to their present
values in determining recoverable amounts.



Allied Technologies Group Limited and controiled entities
ABN 57 010 597 672

Notes to the financial statements
For the year ended 30 June 2004

Note 1. Summary of significant accounting policies (cont)

(i)

{4}

(k)

{1)

Property, plant and equipment
Each class of property, plant and equipment is carried at cost or fair value less, where applicable, any accumulated
depreciation.

Plant and equipment are measured on the cost basis.

The carrying amount of plant and eguipment is reviewed annually by directors to ensure it is niot in excess of the
recoverable amount from these assets. The recoverable amount is assessed on the basis of the expected net cash
flows which will be received from the assets employment and subsequent disposal. The expected net cash flows have

riot been discounted to their present values in determining recoverable amounts.

The depreciable amount of all fixed assels including capitalised lease assets is depreciated on a straight line basis over
their useful lives fo the consolidated entity commencing from the time the asset is held ready for use.

The depreciation rates used for each class of depreciable assets are:

Leasehold improvemenits 3 -4 years
Plant and equipment 3~ 4 years
Piant and equipment under finarice lease 3 - 10 years

Leasehold improvements

The cost of improvements o or on leasshold properties is amortised over the unexpired period of the lease or the
estimated useful life of the improvement fo the company, whichever is the shorter. Leasehold improvemenits held at the
reporting date are being amortised over 5 years.

Leased non-current assets

A distinction is made between finance leases which effectively transfer from the lessor fo the lessee substantially all the
risks and benefits incidental to ownership of leased non-current assets, and operaling leases under which the lessor
effectively retains substantially all such risks and benefits.

Finance leases are capitalised. A lease assel and liability are established at the present value of minimum lease
payments. Lease payments are allocated betwsen the principal component of the lease liabilty and the interest
expense.

The lease asset is amortised on a siraighi-line basis over the term of the lease, or where i is likely that the consclidated
entity will oblain ownership of the asset, the life of the assel. Lease asseis held at the reporting date are being amortised
over periods rarniging from 3 fo 4 years.

Other operating lease payments are charged to the statement of financial performance in the periods in which they are
incurred, as this represents the pattern of beriefits derived from the leased assets.

Intangibles

Goodwill

Where an entity or operation is acquired, the identifiable net assets acquired are measured at fair value. The excess of
the fair value of the cost of acquisition over the fair value of the identifiable net assets acquired, including any ability for
restructuring costs, is brought to account as goodwill and amortised on a straight line hasis over the period which the
benefits are expected to arise. The expected net cash flows have riot been discounted fo their present valuss in
determining recoverable amounts.

{m) Trade and other creditors

{m

These amounts represent habilities for goods and services provided o the consclidated entily prior fo the end of the
financial year and which are unpaid. The amounts are unisecured.

Employee benefits

Provision is made for the consolidated entity’s liability for employee benefits arising from services rendered by
employees o balarice date. Employee benefils o be setfled within one year fogether with entitlements arising from
wages and salaries, annual leave and sick teave which will be setiled after one year, have been measured at the
amourits expected to be paid when the liability is settled, plus related on-costs. Other employse benefils payable later
than one year have been measured at the present value of the estimated fulure cash outflows fo be made for those
benefits.



Allied Technologies Group Limited and controiled entities
ABN 57 010 597 672

Notes to the financial statements
For the year ended 30 June 2004

Note 1. Summary of significant accounting policies (cont)

(o)

P

(o)

{r}

{s}

{®

{u)

)

Contributions are made by the consolidated entity io employee superannuation funds and are charged as expenses
when iricarred.

Borrowing costs
Bosrowing costs are recognised as expenses in the period in which they are incurred, except where they are included in
the costs of qualifying assets.

Borrowing costs include finance lease chargss.

Cash
For purposes of the statement of cash flows, cash includes deposits at call which are readily convertible to cash on hand
and are subject fo an insignificant risk of changes in value.

Earnings {loss} per share

Basic earnings (loss) per share

Basic earnings {loss} per share is determined by dividing the niet profit/{loss) after income tax atiributable fo members of
the company, excluding any costs of servicing equity other than ordinary shares, by the weighted average number of
ordinary shares outstanding during the financial year, adjusted for bonus elemenits in ordinary shares issued during the
year.

Oiluted {loss) earnings per share
Diluted {loss} eamings per share adjusts the figures used in the determination of basic earnings (loss} per share o take
info account the after income tax effect of interest and other financing costs associated with dilutive potential ordinary
shares and the weighted average number of shares assumed to have been issued for no consideration in refation to
dilutive potential ordinary shiares.

Inventories
Finished goods are stated at the lower of cost and net realisable value. Costs are assigned to individual items of stock
on a weighted average cost basis.

Interest bearing liabilities
Loans are carried at their principal amount which represents the present value of future cash flows associsted with
sarvicinig the debt. Interest is accrued over the period it becomes due and is recorded as part of other creditors.

Research and development expenditure

Research and development cosis are charged to profit from ordinary activities as incurred or deferred where it is
expecied beyond any reascnable doubt that sufficient fulure benefits will be derived so as o recover those costs.
Deferred costs are amortised on a straight line basis over the period during which the related bensfits are expected o be
reatised once commercial production has commenced.

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

Adoption of Australian Eguivalents to International Financial Reporting Standards

Awustralia is currently preparing for the introduction of Australian Equivalent to Internationat Finarnicial Reporting Standards
{AEIFRS) effective for financial years commencing 1 January 2005, This requires the production of accounting data for
future comparative purposes at the beginning of the next financiat year.

The consolidated ertity’'s management, in consultation with its auditors, are assessing the significance of these changes
and preparing for their implementation. An AEIFRS commitiee will be established to oversee and manage the
consolidated entity’s transition fo AEIFRS. We will seek to kesp stakeholders informed as fo the impact of these new
standards as they are finalised.

19



Allied Technologies Group Limited and controiled entities
ABN 57 010 597 672

Notes to the financial statements
For the year ended 30 June 2004

Note 1. Summary of significant accounting policies (cont)

(v] Adoption of Australian Equivalents to International Financial Reporting Standards {cont)

The directors are of the opinion that the key differerices in the consolidated entity's accountirig policies which will asise
from the adoption of AEIFRS are:

Share based paymenis

Under AASB 2 Share based Payments, the company will be required to determine the fair value of options issued to
employees as remuneration and recognise an expense in the Statement of Finandcial Performance. This standard is not
timited to options and also extends to other forms of equity based remuneration. It applies fo all share-based paymenis
issued after 7 November 2002 which have not vested as at 1 January 2005. Reliable estimation of the fiture financial
effects of the charniges in accourting policy is impractical as the details of future equity based remuneration plans are
urknown.

Research and Development Expenditure

AASE 138: Intangible Assets further requires that costs associated with research be expensed in the period in which they
are incurred. In terms of current policy, research costs are capitalised to the statement of financial position where il is
expected beyond any reasonable doubt that sufficient future benefits will be derived so as to recover these deferred
costs.

impairment of Assets

The consolidated entity currently determines the recoverable amount of an asset on the hasis of undiscounted net cash
flows that wilt be received from the asselts use and subsequent disposal. In terms of AASB 136: Impairment of Assets,
the recoverable amount of an asset will be determined as the higher of fair value less costs to sell and value inuse. itis
tikety that this change in accounting policy will lead to impairments being recognised more often than under the existing
policy.

Goodwill on Consofidation

Under the changes to AASE 22: Business Combinalions, goodwill is to be capitalised to the statement of financial
position and subjected to an annual impairment test. Amortisation of goodwill is 10 be prohibited. Current accounting
policy of the entity is to amortise goodwill on a straight line basis over the period of 20 ysars.

income Tax

Currently, the consolidated entity adopts the liability method of tax-effect accounting whereby the income tax expense is
based on the accounting profit adjusted for any permarnient differences. Timing differences are currently brought to
account as either a provision for deferred income tax or future income tax benefit. Under the Australian egquivalent to 1AS
12, the consclidated entity will be required fo adopt a balance sheet approach under which temporary differences are
identified for each asset and liability rather than the sffects of the timing and permarnient differences between taxable
income and accounting profit.
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Allied Technologies Group Limited and controiled entities

ABN 57 010 597 672

Notes to the financial statements

For the year ended 30 June 2004

Note 2. Revenue

Revenue from operating activities
Sale of goods
Rendering of services

Revenue from non-operating activities
Management fees

interest

Proceeds from sale of mining tenements

Revenue from ordinary activities

Note 3. Operating profit

{a) Net gains and expenses
Profit from ordinary activities before income 1ax expense
includes the following specific net gains and expernises:

Expenses
Cost of sales and services

Depreciation
Plart and squipment
Furniture and office equipment
Motor vehicles
Software licenses
Minor pooled eguipment
Total depreciation

Amortisatior
Leasehold improvemenis
Plant and equipment under finance leases
Motor vehicles under finance
Goodwill
Total amortisation

Borrowing costs
Interest and finance charges paidipayable

Other provisions
Employee entitlements
Total other provisions

Rental expense relating to operating leases
Minimum lease paymenis
Total rental expense relating to operating leases

Whrite down of non current assets to recoverable amouriis

{b) Individually significant items
Expenses
Writedown of goodwill
Writedown of investment
Writedown of distribution rights

Consolidated entity

Parent entity

2004 2003 2004 2003
$ 3 $ §

2,268,006 1,632,251 - -
9,197,868 1955914 - -
11,466,873 3,568,165 - -
- - 150,000 -
13,421 9,611 11,357 165
70,000 - 70,000 -
83.421 5,611 231,357 165
11,540,204 3,507,776 231,357 165
6,467,158 1,656,183 - -
61,900 80,382 ; .
6,663 - - -
3,585 - - -
4,172 - - -
9,204 - - -
85,614 80,382 - -
4,582 499 - -
74,749 99,830 ) .
525 - - -
37,006 - - -
116,952 100,329 - -
94,031 70,819 350 10,324
151,016 93,985 - -
151,016 93,965 - -
140,286 141,792 - 3,834
140,286 141,792 - 3,834
- 1,087,676 ) .
. 311,441 - -
. 398,955 - -
- 377,280 - .
- 1,087,676 - -
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Allied Technologies Group Limited and controiled entities
ABN 57 010 597 672

Notes to the financial statements
For the year ended 30 June 2004

Consolidated entity

Parent entity

2004 2003 2004 2003
$ $ $ $
Note 4. Income tax
{a) The prima facie tax on profit from ordinary activities before
incoms tax is reconciled o the income tax as follows:
Add:
Tax effect of:
Prima facie tax payable on profit from crdinary activities
before income tax. 335,774 {520,438} 18,370 {105,512}
Tax effect of permanent differences:
- Non-deductible amortisation 12,504 206,616 - -
- Writedown of tnvestment - 119,658 - -
- Entertainment 1,378 1,468 118 158
- Listing fees 1,830 1,830
351,886 {152,656) 17.318 {108,354}
Less:
Tax effect of:
- Deductible tisting costs (732) . (732} .
- Tax effect of timing differences {(179,774) - - -
171,380 {152,656) 16,586 {105,354}
- Future income tax benefits arising in the year not
booked - 192,656 - 105,354
- Recoupmenit of prior year tax losses not brought to
accournt {56,475) - {15,586} -
- income tax expense 114,905 - - -
{b} The directors estimate that the potential future income tax
heriefit at 30 June 2004 in respect of 1ax losses not
brought to account is 560,270 578472 514,112 524 472
This benefit for tax losses will only be obtained if:
{i} the consolidated eniity derives future assessable income of a nature and of an amount sufficient fo enable the

benefit from the deductions for the losses to be realised, or

{ii} the losses are transferred fo an eligible eritity in the consolidated entity, and
{ii}y  the consolidatad entity cortinues to comply with the conditions for deductibility imposed by tax legislation.
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Allied Technologies Group Limited and controiled entities

ABN 57 010 597 672

Notes to the financial statements

For the year ended 30 June 2004

Note 5. Cash assets

Cash on hand
Cashi at bank
Deposits at call

Note 6. Receivables

Current

Trade debtors
Less: Provision for doubiful debts

Other debtors

Non-current
Loans to related party
Loans to controlied subsidiaries

Note 7. Inventories

Work in progress
Finished goods at cost

Note 8. Other (current)

Prepaymenits

Note 9. Other financial assets

Listed investmerits — at cost

Shiares in controlled erntities — at cost {Note 29)

Less: provision for diminution
Shiares in other entities — at cost

Non-current assets pledged as security
Refer fo Note 19 for informiation on non-cusrent assets
ptedged as security by the parent entity or its controiled

eritities,

Consolidated entity

Parent entity

2004 2003 2004 2003

3 $ 3 S
200 . 200 -
940,429 318,310 775,795 ;
27,090 27,723 - -
967,719 346,033 775,995 -
10,037,765 647,881 - .
(20,000} (10,000} - -
10,017,765 637,881 - -
130,327 600 72,085 18,141
10,148,002 638,481 72,085 18,141
35,332 - . -
- - 480,061 -
35,332 ~ 480,061 -
2,181,669 . - -
515,148 315,054 - -
2,696,817 315,054 - -
166,181 15,495 - 1,310
5,396 . - .
. - 10,220,622 2,920,001
. - (1,800,000)  (1,600,000)
293,164 193,164 - -
298,560 193,164 8,620,622 1,320,001
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Allied Technologies Group Limited and controiled entities

ABN 57 010 597 672

Notes to the financial statements

For the year ended 30 June 2004

Conisolidated entity
2004 2003

Note 10. Property, plant and equipment

Land- at deemed cost

Leasehold improvements — at cost
Less: Accumulated amortisation

Moator vehicles — at cost
Less: Accumulated amortisation

Motor vehicles — under finance lease
Less: Accumulated amortisation

Furniture and fittings — at cost
Less: Accumulated amortisation

Pooled minor eguipment — at cost
Less: Accumulated amortisation

Small tools and miscelianeous equipment — at cost
Less: Accumulated amortisation

Software licerices
Less: Accumulated amortisation

Plant and equipment

Plant and equipment - at cost
Less: Accumulated depreciation

Pland and equipment under finance lease
Less: Accumulated amortisation

Total property, plant and equipmerit

207,333 -

Parent entity
2004 2003

1,059,784 362,607
(468,141) (362,206

631,643 311

155,239 -
(86,401) .

68,838 -

18,050 .
{6,209} .

9,841 -

145,334 .
(119,686) .

25,648 -

131,131 .
(111,295 .

19,836

66,244 .
(8,286) .

57,958

175,667 .
(124,046) .

51,621

1,872,767 546,171
(1,385,205)  (424,847)

46,543 48,543
(46,543)

(46,543)

487,582 121,324

214,715 392,536
(141,869) (218 584)

72,8486 173,952

1,633,128 205 587
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Note 10. Property, plant and equipment {Cont’'d)

{a) Movements in Carrying Amounts

Movements int the carrying amounts for each class of property, ptant and equipment between the beginning and the end of
the current financial year

Opening Additions through Closing
WDV acquisition Depreciation WOV
1-Jui-03 Additions of entity Lisposal Reclass Expense 30-dun04
Furniture & office squipmert 5,847 3,944 22,520 - - {6,663 25648
Plart & equiprent 115477 18,478 338,468 - 77,010 {61,900} 487 562
Plant & equipment under finence lease 173,052 - 53,653 - {77,010} {74,748} 72,846
Leasshold improverments 311 - 835,914 - - {4,582 631,643
Land - - 207,333 - - 207,333
Motor veticies . . 72,423 - - {3,585) 68,338
Moter vehicles under finanoe lease - - 10,366 - - {525) 9,841
Softvere licenses - 35406 18,387 - - {4,172 51,621
Miner pocied eculipt - - 29,130 - - {8,204} 19,836
Small tosks and miscallaneous equip - 33102 24,855 - - - 57,958
[TGTAL 295,587 94,931 1,408,078 . . (165470)] 1,633,126

Non-current assets pledged as security
Refer to Note 19 for information on non-current assets pledged as security by the parent entity or its controlled entities.

Conisolidated entity Parent entity

2004 2003 2004 2003
$ $ $ $
Note 11. Intangible assets
Goodwill 4,970,585 518,067 -
Less: Accumulated amortisation {244 674) {207,626) -
Less: Writadown to recoverable amiount {311,441} {311,441} -
4,414 470 - -
Distribution Rights 419 200 416,200 -
Less: Accumulated amortisation {41,820} (41,920} -
Less: Writedown to recoverable amiount {377 280) {377 280) -
Brand name 25,000 - -
25,000 - -
4,439 470
Note 12. Deferred tax asset
Future income tax benefit 213,670 - -
Note 13. Other (non-current)
Research and development — at cost 339,054 - -
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Consolidated entity

Parent entity

2004 2003 2004 2003
3 $ $ §

Note 14. Payables
Current
Trade creditors 4,167,522 535,775 5,060 52 447
Other craditors and accruals 543,644 244 143 87.836 18,799
Loans payabie to confrolled entity - - 43,845 474 150

4,711,066 775,918 136,745 545 3586
Loans payable to controlled entities are non-interest bearing.
Note 15. Interest bearing Habilities
Current
Secured
Bank overdraft 421 868 . . .
Debtor finance facility 1,291,370 . . .
Bank loan BO.671 . . .
8ills payable 160,000 780,000 - -
Lease liabiliies {Note 26) 89,210 87,277 - -

2,052,149 BB7 277 - -
Note 16. Tax liabilities
Current
income tax 610,074 . . .
Note 17. Provisions
Current
Employee benefits 510,928 81,004 - .
income tax liability 18,754 - . .

520 680 81,004 - “

Non-current
Employee benefits 161,429 - - -
Note 18. Other liabilities
Current
Deferred revenue 2,317 461 186,515 - -
Non-current
Deferred revenue - 23,107 - -
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Note 19. Interest bearing Habilities

Non-current

Secured
Bills payable
L.ease liabilities {Note 26}

Secured liabilities

Total securad liabifities are:
Bank overdraft

Debtor finance facility
Bank loan

Bills payable

Lease liabilities

Total secured liabilities

2004 2003 2004 2003
$ $ $ §
866,000 150,000 - -
31,738 28,638 - -
897,736 178,638 - -
421,898 - - -
1,291,370 - - -
89,671 - - -
1,026,000 930,000 - -
120,946 115,915 - -
2,849,885 1045415 - -

The bank overdraft and building loan are secured by perscnal guaraniees of Ray and Alysum Doak, a registered morigage
debenture over the assets of the controlied entity and a first registered mortgage over the land and buildings belonging to

the controlted entity.

Bills payable by the controlled entity are guaranteed by the controlled entity and Ray Doak and are supported by a
registered mortgage over the land and buildings and registered morigage debentures over the assets of the controlled
entity. Other bills payable are guaranteed by other subsidiaries of the consolidated entity and are supported by fixed and

floating charges over the assets of other subsidiaries of the consclidated entity.

The debtor finance facility is guaranteed by Ray Doak and is secured by cerain of the controlled entity’s rade receivablss.

Note 20. Contributed equity

30,680,680 {2003 90,733,869} fully paid ordinary shares

{a) Ordinary shares
At the beginning of the reporting period

Shiares issued during the year

- 13,616,000 on 15 July 2003

- 200,000,000 on 28 July 2003

- 2,160,000 on 8 March 2004

- 5,000,000 on 15 April 2004

- 17,758,263 ont 15 April 2004
Trarisaction costs relating to share issues

Shares bought back during the year
- 225,000 on 30 June 2004

At reporting date

17,770,416 8,803,887 17,770,416 8,803,687

8,803,687 8,803,687 8,803,687 8,803,687
54,464 - 54,464 -
500,000 - 500,000 -
160,000 - 160,000 -
1,500,000 - 1,500,000 -
7,102,505 - 7,102,505 -
(288,850) - (288,850 -
17,831,806 - 17,831,806 -
(61,390) - (61,390) -

17,770,416 8,803,687 17,770,416 8,803,687
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Consolidated enitity Parent entity
2004 2003 2004 2003
No. No. No. No.
Note 20. Contributed equity (cont)
At the beginning of the reporting period 50,733,869 50,733,869 50,733,869 90,733,889
Shares issued during the year
- 15 July 2003 13,616,000 - 13,616,000 -
- 28 July 2003 200,000,000 - 200,000,000 -
- 28 November 2003 {1 for 10 conisolidation} (273,911,085) . (273,911,055} -
- 8 March 2004 2,160,000 - 2,160,060 -
- 15 Aprif 2004 {1 for 4 consolidation} (24,449,397} - {24,449 397) -
- 15 Agril 2004 5,000,000 - 5,000,000 -
- 15 April 2004 17,756,263 - 17,756,263 -
Shares bought back during the year
- 30 June 2004 {225,000} - {225,000} -

30,680,680 80,733,869 30,680,680 80,733,868

Ordiniary shares participate in dividends and the proceeds on winding up of the parent entity in proportion to the number of
shiares hetd.

At shareholders’ meetings each ordinary share is entitled o one vote when a poll is called, otherwise each sharehiolder has
orne vote on a show of hands.

On 24 May 2004 the Company anniounced that it had decided to put in place an on-market share buy-back programme
withini the 10/12 limit. The 10/12 limit for a company proposing o make a buy-back is 10% of the smallest number, at any
time during the last 12 months, of votes atiaching to voting shares of the company.

Under the programme the Company acquired 225,000 shares for a total purchase consideration of $61,390. The highest
price paid per share was $0.275 and the lowest price was $0.260.

The buy-back was completed on 30 June 2004 and all shares bought back were cancelled on 15 July 2004,

On 15 April 2004, 500,000 oplions exercisable al a price of 30 cents per share, were granted to Cartesian Capital Pty
Limited, such options o be exercisable at any time within 3 years from date of grant.

Under the employee option plan 2,150,000 options were granted to employees in 2002 to subscribe for fully paid ordinary
shares, exercisable al 6 cents each on or before 21 December 2004. As at 30 June 2004, and following two share
consolidation exercises, the number of un-issued ordinary shares exercisable at 240 cenis was 20,250, None of these
options have been exercised.

On 28 November 2003, 1,666,200 options were granted to employees under the employee option plan fo subscribe for fully
paid ordinary shares, exercisable at 10 cents each on or before 28 November 2006. Following a share consolidation on 15
April 2004, the options granted on 28 November 2003 became exercisable at 40 cents per share. The number of un-
issued ordinary shares under these options af 30 June 2004 was 654,775. These options are 50% vested based on the
requiremenits of the employee option plan described in Note 27. There were no other options granted as part of the plan
other than those noted above.

On 4 June 2004, in conjunction with the enlering into of execulive service agreements, the company granted fo iis
executive directors a total of 4,000,000 options to subscribe for shares in the company at a price of 42 cents per share.
Subject to certain conditions precedent, including the relevant executive completing a period of two years in the
employment of the company, the options will be exercisable betwsen 4 June 2006 and 4 June 2008. The grant of the
options was subject o shareholder approval, which was given at a gerieral meeting of the company held on 22 September
2004,

Besides thie abovementioned options, nc othier options were granted to or exercised by directors and executive officers
during the financial year.
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Consolidated entity Parent entity
2004 2003 2004 2003
$ $ $ $

Note 21. Accumulated losses

Accumulated losses at the beginining of the financial year {9,116,332} (7,381,537} (8,009,631} (7,657,923}

Net profit/{oss) atiributable fo members of Allied
Technologies Group Limited 1,004,342 (1,734,795} 51,233 {351,708)

Accumulated losses at the end of the financial year {68,111,980) (5,118,332} (7,558,398} (8,009,631}

Note 22. Financial instruments

{a) Credit risk exposures
The credit risk on financial assets of the consolidated entity which have been recognised in the statement of financial
position, other than investments in shares, is generally the carrying amount, net of any provisions for doubtful debts.

{b} Interest rate risk exposures
Exposures arise predominantly from assets and liabiliies bearing variable inferest rates as the consolidated entity intends fo
hiold fixed rate asseis and liabilities to maturity. The consolidated eritity's exposure to interest rate risk and the effective
weighted average interest rate by maturity periods is set out in the following teble. For interest rates applicable to each class
of asset or fiability refer to individual notes to the financial statements.

2004 Floating interest Fixed interest
maturing in: maturing in:
Non-
1 year Overtto5 1 year Over 1 interest
or less years or less To s bearing Total
years
Notes $ $ $ $ $ $
Financial assets
Cash anid deposits 5 967,719 - - - - 867,719
Receivables 5] - - - “ 10,148,082 10,148,082
Other financial assets 10 - - - - 298,580 298,560
967,719 - - - 10,446,652 11,414,371

Weighted average interest rate 4.0%
Financial liabilities
Overdraft {(421.898) - - - . {421,898}
Debtor finance facility {1,201,370) - - - - (1,251,370}
Bank loan {85,671) - - - - (89,671}
Bills 18,18 {(160.,000) {8686,000) - - - (1,026,000}
Payables 14 - - - - (4,711,086} (4,711,086}
Lease liabilities 15,18 - - {88,210) {31,736) - {120,946}

{1,962,939) (858,000) {88,210) {31,736) (4,711,088) (7.660951)
Weighted average interest rate 8.1% 8.1% 11.9% 11.9% - -
Net financial assets {liabilities) (995,220) (866,000) {85,210) {31,736) (5,735,586} 3,753.420
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Note 22. Financial instruments (cont)

2003

Financial assets
Cash and deposits
Receivables

Other financial assets
Other

Weighted average interest rate
Financial liabilities

Bills

Payables

Lease liabilities

Weighted average interest rate
Net financial assets {liabilities)

15, 18
14
15,18

Floating interest

Fixed interest

maturing in: maturing in:
Non-
1 year Overttod 1 year Over 1 interest
or less years or less To 5 years bearing Total
$ $ $ $ $ $
346,033 - - - - 348,033
- - - - 538,481 638,481
- - - - 193,164 193,164
- - - - 15,495 15,495
346,033 - - - 847,140 1,193,173
2.0%
{780,000} {150,000) - - - {530,000}
- - - - {775,918} {779,518}
- - {87,277} {28,838) - {115,915)
{780.000) {150,000) {87,277} {28,638} (779,918} (1,825,833}
5.3% 5.3% 11.5% 11.9%
{433,967} {150.000) {87.277) {26,638} 67,222 {632.,660)

{c] Net fair value of financial assets and liabilities
The niet fair value of cash and cash equivalents and non-interest bearinig monetary financial assets and financial liabilities of
the corisolidated entity approximates their carrying amourits.

The net fair value of other monetary financial assets and financial liabilities is based upon market prices where a market
exists or by discounting the expected future cash fiows by the current interest rates for assets and liabilities with similar risk

profiles.

Note 23. Remuneration of directors

a. Names and positions held of parent entity directors and specified executives in office at any time during the financial

year are:
Parent entity directors
M J Addisor

R C Doak

AV Berriman

A Maroc Director — Non-Executive {(appointed 21 April 2004)
W A Warreri Director — Executive {resigned 21 April 2004}
Specified executives

N Moore Chief Operations Officer

R Barden Chief Sales & Marketing Officer

J Fletcher Chief Financial Officer

Director — Executive

Chairman — Executive

G Allen Chief Technical Officer
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Note 23. Remuneration of directors (cont)

b. Parent entity directors’ remuneration
Remuneration policy

Remuneration policies are determined by the Remunseration Commitiee which makes specific recommendations oni
remurieration packages and other terms of employment for executive directors, other senior executives and non-executive
directors. Where necessary the Remuneration Committee will obfain independent advice on the appropriateness of
remurnieration packages.

Thie remuneration structure and other terms of employment are reviewed annually by the Remuneration Commitiee having
regard to performarnice, parlicutar experience of the individual and overall performance of the Comparny. Remuneration
packages include superannuation, performanice related bonuses and share options. Employment agreements are entered
inte with afl executives directors.

Details of the emoluments of each director and each of the executive officers of the company and the consolidated entity
recsiving the highest emoluments are set out in the following tables.

Remuneration of parent entity directors

Post
Employ-

2004 Primary ment Equity Other Total

Salary, Super-

Fees & ardisation

Comm- Contti- Non-Cash Super-

isglons bution  Cash Bonus  Benefits  anhuation  Options™”

& $ $ & $ $ $ &

M J Addisori 59,166 5,074 - - - 2,742 - 66,582
R C Doak* 56,000 3,000 - - - 5,485 - 64,485
AV Berriman 116,000 20,800 - - - 2,742 - 135,542
A Maroc* 100 5,800 “ - - “ - 6,000
WA Warren™ 83,333 7.500 - - - - - 50,833

314,599 42,274 - - - 10,969 - 367,842

* This represents the remuneration paid fo these directors since their appoiniment as directors on 21 April 2004,
** This represents the remuneration paid until resignation as a director on 21 April 2004,

***Options granted on 4 June 2004 and conditionally vesting on 4 June 20086. Valuation is based the proportional
period of ime expired in relation to the full 24 month vesting period.
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Note 23. Remuneration of directors (cont)

Remuneration of parent entity directors

Post
Employ-

2003 Primary ment Equity  Other Total

Salary, Super-

Fees &  annuation

Comm- Cornitti- Cash Non-Cash  Super-

ssions bution Bonus Benefits  annuation  Options

3 3 3 & $ 3 & $

AV Berriman®
1 Jut 2002 — 13 Jan 2003
8 Jun 2003 — 30 Jun 2003 54,645 4 818 - - - 34,240 - 53,803
C W Pope*
1 Jul 2002 — 10 Dec 2002 50,000 4,500 - - - - - 54,500
M W Witson™
1 Jul 2002 — 5 Jun 2003 41 800 - - - - - - 41,8680
M W Atkins*
1 Jud — 5 Jun 2003 9,632 - - - - - - 9,532
W A Warren®
8 Jun 2003 — 30 Jun 2003 7.020 650 - - - 384 - 8,054
S M 8hah*
20 Jan 2003 — 5 Jun 2003 5,187 - - - - - - 6,187
G B Cook*
1 Jul 2002 — 29 Jut 2002 3,000 270 - - - - - 3,270
L H Roe*
12 Dec 2002 — 13 Jan 2003 2,661 240 - - - - - 2,901
M 4 Addison®
8 Jun 2003 — 30 Jun 2003 - - - - - - N -

174,845 10,578 - - - 34,624 - 220,047

* The above figures represent the remuneration paid for the pericds during which the above persons were
directors of the company during 2003.
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Note 23. Remuneration of directors {cont)

c. Specified executives’ remuneration

Post
Employ-
2004 Primary ment Equity  Other Total
Super-
annuation
Salary & Contri- Cash Norn-Cash  Super-
Fees bBution Bonus Denefits  annuation  Options
$ 3 5 $ 3 5 $ §
N Moore” 27,000 2,060 - - - - - 29,000
R Barden® 27,600 2,060 - - - - - 25,000
J Fletcher* 24,600 2,000 - - - - - 26,000
G Allen” 24,800 - - - - - - 24,000
102,000 6,000 - - - - - 108,000
* This represents remuneration since acquisition of Allied Group Pty Limited on 21 April 2004,
The cornisolidated entity has only four specified executives at 30 June 2004,
Post
Employ-
2003 Primary ment Equity  Other Total
Super-
annuation
Salary & Contri- Cash MNon-Cash  Super-
Fees bution Bonus Benefits  annuation  Options
$ 3 5 $ 3 5 $ &
W Warren
{Chief Operations Officer} 97,196 8,000 - - - - - 108,196
{3 A Blakers
{Chief Financial Officer) 65,585 4,125 - - - - . 69,710
162,781 13,125 - - - - - 175,906

The above figures represent the remuneration paid for the periods during which the above persons were
executive officers of the company.
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Note 23. Remuneration of directors {cont)

d. Remuneration Options

Options Granted As Remuneration

On 4 June 2004, in conjunction with the entering into of executive service agreemenits, the company granted to its
exscutive directors a totat of 4,000,000 options fo subscribe for shares in the company at a price of 42 cents per
share, on the basis set oul below. Subject to certain conditions precedent, including the relevant executlive
completing a pericd of fwo years in the employment of the company, the options will be exercisable between 4
June 2006 and 4 June 2008.The grant of the options was subject to sharehiolder approval, which was given at a

general meeting of the company held on 22 September 2004,

Besides these options, rio other oplions were granted fo or exercised by directors and executive officers during

the financial year.

e. Shares Issued on Exercise of Remuneration Options

No parent entity directors or specified executives exercised any options during the current reporiing period.

f. Options and rights holdings

Number of options held by specified directors and executives

Granted as
Balance Remun-
1.7.03* aration

Parent Entity Directors

I J Addison - 1,000,000
AV Berriman 4,000,000 1,000,000
W A Warren 440,000 -
R C Doak - 2,000,000
A Maroc - -

Specified Executives

N Moore - -
R Barden - -
J Fletcher - -
G Allen - -

MNet Change

Balance Total Vested
30.6.04 Exercisable

30.6.04"

1,000,000
1,100,000

11,000
2,000,000

100,000
11,000

Total

100,000
11,000

Totat

Lnexarcis-

able

1,000,000
1,000,000

2,000,000

Totad 4,440,000 4,000,000

4,111,000

111,000

111,000

4,000,000

* During the period two shiare consolidations {1 for 10 and 1 for 4) were effected, resdulting i the reduced riumber of

options.
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Note 23. Remuneration of directors (cont)

{g) Shareholdings

Number of shares held by parent entity directors and specified executives

Received as
Balance Remun- Options  Net Change  Balanice
1.7.03 eration Exercised Other* 30.6.04

Parent Entity Directors
M J Addison - - . 2,000,000 2,000,000
R C Doak - - - 13,046,879 13,046,879
AV Berriman 7,837,352 - - {5,348,919) 2188433
A Maroc - - - 7.600 7,000
W A Warren " - - 870,000 870,000
Specified Executives
N Moore “ - - 168,215 168,215
R Barden . - - 168,215 168,215
J Fletcher . - - 66,000 86,000
G Allen - - - 21,800 21,000
Total 7,837,352 - - 10,998,390 18,535,742

* Net Charige othier refers to shares purchased or sold during the financial year; or reduced due fo the Comparny's share

consolidations.

Note 24. Remuneration of auditors

Remuneration of the auditor of the parent entity for:
- auditing and reviewing the financial reporis

- independent accountants report on acquisitions

- other services

Consolidated entity

Parent entity

Remunerations of other auditors of subsidiaries for:
- auditing the financiat report
- other services

2004 2003 2004 2003
$ $ $ $
48,500 40,000 21,500 10,000
59,000 - 59,000 -
19,500 6,000 7,500 2,000
127,000 46,000 88,000 12,000
11,000 - - -
21,100 - - -
32,100 - - -
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Note 25. Contingent liabilities

Details and estimates of maximum amounis of continigent liabiliies are as follows:

Guarantees

Secured guarantees by the parent entity in respect of:
{a) leases of confrolled entities

{by finance facility of a controlied entity

{c} Indemnily guarantse

No material losses are anticipated in respect of any of the above continigent liabilities.

Note 26. Commitments for expenditure

Operating leases

Commitmerits for minimum lease payments in relation fo non-
canceliable operating leasss are payable as follows:

Within one year

Later than cne year but not later than 5 years

Later than 5 years

Finance leases

Commitmenits in relation fo finance leases are payable as follows:
Within one vear

Later than one year but not later than 5 years

Later than 5 years

Less: future finanice charges

Total lease liabilities

Representing lease liabilities:
Current {(Note 15)

Non-currerit {Note 18}

The weighted average interest rate implicit in the leases is 11.9%
{2003 - 11.9%)

36

- - 32,398 115,914
- - 500,000 930,000
80,250 - -
80,250 - 532,398 1,045,914

366,260 78,724 . .
58,771 21,879 . .

425,031 100,603 . .
95,137 87,277 . .
34,113 28,638 . .
(8,304) . .

120,946 115,915 . .
89,210 87,277 . .
31,738 28,638 . .

120,946 115,915 . .
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Note 27. Employee benefits

Consolidated entity Parent entity
2004 2003 2004 2003
$ $ $ $

Employee benefits liabilities
Provision for employee benefits
Current (Note 17} 510,926 81,004 - -
Non-currerit {Note 17} 161,429 - - -
Aggregate employee benefits fability 872,355 81,004 - -

No. No. No. No.
Employee numbers
Average number of employees during the financial year 41 13 - -

Allied Technologies Group Limited Employee Option Plan

Under the terms of the Allied Technologies Group Limited Employee Option Plan, options are granted for ric consideration at
the discretion of the Board. Options are granted for a three year period, and 50% of each new tranche becomes exercisable
alter each of the first two anniversaries of the date of grant. The employees’ entitlements to the oplions are vested as socn as
they become exercisable. Options granted under the plan carry no dividend or voling rights.

When exercisable, each option is convertible into one ordinary share.

The exercise price of options granted under the Employee Option Plan is at the discretion of the Board. Amounts receivable
ori the exercise of options ars recognised as shiare capital.

Note 28. Related parties

Directors
The names of persons who were directors of Allied Techinologies Group Limited at any time during the financial year are as
follows:

Director Appointed Resigned

M J Addison 5 June 2003 Current

AV Berriman 5 June 2003 Current

W A Warren 5 June 2003 21 April 2004
R C Doak 21 April 2004 Current

A Maroc 271 April 2004 Current

Remuneration benefits
information on remuneration benefits of directors is disclosed in Note 23.

Other transactions with directors and director-related entities
A director, M J Addison, is also a director of Unitas Capitat Partners Pty Lid. Unitas provided consuiting services to the
company during the financial vear. These transactions were based on normal commercial terms and conditions.

A director, Mr A Maroc, is the principal of Anidrew Maroc & Associates Pty Lid. Prior o his appointment as a non-executive
director, Mr Maroc's fism provided an accounting service to the subsidiary Allied Group Pty Lid. This transaction was based
orn normal commercial terms and conditions.

Directors’ interests in shares, options and contracts

Details of direclors’ interests in shares and options of the comparny are disclosed in Note 23. No director hiad any interest in
coniracts with the consoclidated entity other tharn disclosed.
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Note 28. Related parties {(cont)

Aggregate amounts of each of the above types of other transactions with directors and their director-related entities:

Consolidated

2004
$
Unitas Capital Partniers Pty Ltd 50,968
Andrew Maroc & Associates Pty Lid 2,000

Transactions with related parties / wholly-owned group

2003

Parent entity

2004
$

2003
3

The wholly owned group consists of Allied Technologies Group Limiled {previously ServicePoint Limited} and its whotly
owned controlled entities, ServicePoint Australia Pty Lid, Accountant Service Cenire Pty Lid, VideoScape Australia Pty Lid,
ServicePoint Pty Limited, Ghamin Exploration Lid, Access Mining {Pty} Ltd, Allied Group Pty Limited, Allied Technologies

Australia Pty Lid, Allied Investments {ACT} Pty Lid.

Transactions between Allied Technologies Group Limited and entities in the wholly owned group consisted of the provision of
ipan funds by the company, chiarges in respect of expenditure incurred by the company on behalf of those other entities, and
where appropriate, the payment of management fees to the company by its controlled entities. Intergroup loan funds are
anisecured, interest free and will be payable out of future profits, if any, of the controlied entities.

owned controtled entities are disclosed in Note 29,

Aggregate amounts receivable from, and payable to, each class of related entity at balarice date:

Conisolidated entity

Invesimenits in whoily

Parent eritity

2004 2003 2004 2003
$ $ $ $
Current receivables
Controlled entitiss {loans) 1,876,212 1,440,000
Less provision for diminuation {1,440,000) {1,440,000)
436,212 -
Current payables
Coritrolled entities (loans) - {474,151)
- (474,151)
Note 29. Investments in controlled entities
Country of Class of Equity
Nams of entity incorporation shares Holding
2004 2003
% %
Allied Techinologies Group Limited
{Previously ServicePoint Limited) Australia Ordinary
ServicePoint Australia Pty Limited Austratia Ordinary 100 100
Accountant Service Cenire Pty Lid * Austratia Ordinary 100 100
VideoScape Austraiia Pty Lid * Austraiia Ordinary 100 100
Ghamin Exploration Lid * Ghiana Ordinary 100 100
Access Mining {Pty} Lid * Namibia Ordinary 100 100
Allied Group Pty Limited Austratia Ordinary 100 -
Allied Techinologies Australia Pty Limited Austratia Ordinary 100 -
Allied Properties Unit Trust Australia Crdinary 100 -

* These entities are dormant and do not trade.
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Note 30. Events occurring after reporting date

On 18 July 2604 it was anniounced that Allied had started the new financial year with in excess of $18 million of business in
hand, putfing the group in a strong position for the coming financial year.

This figure represerits some 50% of the projected FY2005 budgeted revenues and is made up of 35 million in unrecognised
reveriue from existing projects yet to be delivered, new orders already received in FY2005 of $35.5 million and annuity revenues
for the group of approximately $8 miflion.

At the same time in July 2003, Allied hiad approximatsly $12 million of business in hand.

On 2 August 2004, the company announiced projected revenues of $35 million and projected profit after tax of $1.9 mitlion
{excluding amortisation of goodwill arising on the Allied Group Py Limited acquisition) for the financial year ending 30 June
2005. Thess figures, which reflect the directors’ confidence in the future of the company, represent improvemerits of 12.3% ini
reverives and 11.8% in profit after taxation over the pro forma combined resuls for the group for the 2004 financial year.

Acquisition of TUSC Computer Systems

On 17 August 2004 the company annouriced that it had entered into a conditional agreement {o acquire the entire issued shiare
capital of TUSC Computer Systems Piy Limited and its whiolly owried subsidiary Erderprise Mariagement Solutions Pty Limited
{"TUSCn.

On 24 September 2004, following satisfaction of all the conditions precedent to the fransaction and shareholder approval at a
generat meeting of the company on 22 September 2004, the TUSC acquisition was concluded.

Consideration for the TUSC acquisition is based on a combined muitiple of TUSC's FY2004 and FY2005 EBIT, and is payable
in a combination of cash and shares. The first portion of the consideration, which was paid to the TUSC vendors on completion
of the transaction, comprised & million new Allied shares, issued at a price of 30 cenis per share, and $2.0 million in cashi,

The balance of the cornisideration will be payable in cash withini 30 days of completion of TUSC's FY2005 audit.
The Aliied directors believe that the acquisition of TUSC will have a significant and positive impact on the company.

Besides having a posilive impact on Allied's FY2005 earnings per share, TUSC wilt give Allied a strong geographic presence in
the Victorian and South Austrafian markets and will present the Company with numerous cross-selling opportunities.

Furthermors, with the majority of TUSC’s customers comprising enterprises and utility and telecommunication providers across
Victoria, Aflied's present reliance on government and defence related customers will be reduced.

With an effective transaction date of 1 July 2004, Allied will realise the benefit of the TUSC revenue and earnings for the full
financial year ending 30 June 2005. The table below reflects the combined pro forma projected figures for Allied for the 2005
financial year.

Pro forma projections for 12 mionths ending 30 June 2005

Allied TUSC Combined*

{$000's) ($000°s) {$000's)

Reverive 35,000 15,000 50,000
EBIT 2,500 1,800 4,300
Profit after Tax 1,820 1,300 3.220
Weighited Av. shares in issue (000 - - 47 729
Projected EPS {cenis) 875

* Based on the inclusion of TUSC's projected figures for the full financial year to 30 June 2005, and
excluding the write-off of goodwill on acquisition.
** Excluding any shiares to be issued under the dividend reinvestment plan.

in conjunction with, and upon completion of the TUSC transaction on 24 September 2004, Mr John Gwyther, the former
Chairman and founder of TUSC, joined the Board of Allied as a non-executive director. The Board welcomes this appointmerit
and betieves that Mr Gwyther will make a significant contribution to the future of the group.
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Note 30. Events occurring after reporting date {cont)

$5 million Capital Raising to fund TUSC acquisition and future growth

in conjunction with the acquisition of TUSC, the Board announced on 17 August 2004 that it had received binding undertakings
from 10 small cap funds and other professional invesfors for the placing of a fotal of approximately 15.63 million new Allied
shares at a price of 32 cents per share, to raise a total of $5.0 million, hefore expenses. The placing, which was conducted in
two staged tranchies, was successiully completed on 24 September 2004,

The directors are of the view that the introduction of the 10 small cap funds onio Allied’'s share register will enhance the
Company's credibifity and standing in the wider investment market.

In conjunction with the issue, Allied's Chiairman, Mr Michaet Addison, expressed his onigoing commitment to the Company by
taking up 1,000,000 shares under the placement.

Of the gross amourd raised under the share ptacement, $2.0 million was used to fund the cash elemant of first portion of the
TUSC purchase consideration, $1.0 million was applied towards procuring the release of personal guarantees in respect of the
debts of the TUSC Group, with the batance being used to fund the expenses of the fransaction, the costs associated with the
raising of capital under the shiare placement and towards Allied's ongoing working capitat and growth requiremerits.

Release of Personal Guarantees securing Group Borrowings

in September 2004 the company procured the releass of Raymond Doak and Alysum Doak from all personal guarantees given
by them as security over the borrowings of Allied Group Pty Limited.

Except for the matters discussed above, no other matter or circumstance has arisen since 30 June 2003 that has significantly

affected, or may significantly affect:

{(8) The consolidated entity’s operations in future financial years, or
{b} The results of those operations in future financial vears, or
{c) The consoclidated entity's state of affairs in future financiat years.

Note 31. Reconciliation of profit from ordinary activities after income tax
to net cash inflow from operating activities

Consclidated entity Parent entity
2004 2003 2004 2003
$ $ $ 3
a} Protit/{loss} from ordinary activities affer ircome tax 1,004,342 {1,734,795) 51,233 {351,708)
{epreciation and amortisation 202,566 869,432 - -
Write down of investments fo recoverable amount - 398,955 - -
(Gain on sale of tenement rights {30,000} {30,000}
Charnge in operating assets and liabilities
{increase}/Decrease in trade & other debtors {6,474,085) 132,424 {532.695) 8,029
Decreasef{increase) in nveniories 405,685 {32,423} - -
Increase in future income tax benefit {213,670} - - -
increase/{Decrease) in trade creditors, other creditors and accruals 3,406,362 {342,758) {408,651) 268,940
Increase in provision for income faxes payable 347,318 68,889 - -
Increasef{Decrease) in other provisions 591,351 13,845 - -
Net cash {outflowl/inflow from operating activities (760,131} (626,431) {920,113) (76,739)

The consolidated entity does not have any cther facilities or arrangements other than that noted in Note 15,
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Note 31. Reconciliation of profit from ordinary activities after income tax
to net cash inflow from operating activities {cont)

Cornsolidated entity

Parent entity

2004 2003 2004 2003
{b} Reconciliation of cash
Cash orni hand 200 - 200 -
Cash at bank 040,425 318,310 775,795 -
Beposits at calll 27,890 27,723 - -
Bank overdraft {421,898} - - -
545,821 346,033 775,895 -
{c) Acquisition of entities
During the vear 100% of Allied Technologies Ply Limited and ils
conirolled entities was acguired. Details of this fransaction are:
Purchiase consideration-shares 7,102,505 - 7,102,605 -
Cash consideration 188,116 - 158,116 -
Less cash acquired {22,877} -
Cashi outflow 175,138 - 158,116 -
Assets and liabilities held at acquisition date:
Cash 22,577 - 22,877 -
Receivables 3,342,006 - 3,342,006 -
inventories 2,787,448 - 2,787.448 -
Property, ptant and equipment 1,408,078 - 1,408,078 -
Othier financial assets 105,396 - 105,398 -
Othier assets 243,592 - 243,592 -
Creditors and accruals {2,138,151) - {2138,151) -
interest bearing liabilities (2,146,307} - {2,148,307) -
Tax fiabilities {281,510} - {281,510) -
Othier liabilities {494,474) - {494,474} -
2,849,068 - 2849055 -
Goodwill on consolidation 4,451 566 - 4,451,566 -
7,300,621 - 7,300,821 -
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Note 32. Earnings/(loss) per share
Consolidated Entity

2004 2003
$ $

Net profiti{loss) 1,004,342 {1,734,79b)
Earmnings/{ioss) used in the calculation of basic earnings/{loss) per share 1,004,342 {1,734,759b)

2004 2003

Number Number

Weighted average niumber of ordinary shares oulstanding during the year used in calculation
of basic earnings/{loss) per share 12,244,768 2,268,347

Options outstanding at 30 Junie 2004 and 30 June 2003 have not been included in the
calculation of dituted loss per shiare as they would have a non-dilutive effect. Details relating
to optionis are outlined in Note 10,

The comparative weighted average number of shares has been adjusted for the 1 for 10
consolidation and 1 for 4 consotidation which took place during the year {Note 20). The
previous equivatent weighted average number of shares was 90,773,869.

Note 33. Segment reporting

Business Segments

The cornisolidated entity operates predominantly in one industry sector — the Information Communication and Technology {ICT}
sector.

Geographical Segments

The conisolidated entity’s business segment is located in Australia, and all activities of the business segment is conducted in
Australia.

Note 34. Company details

The registered office is:

Allied Techinologies Group Limited
Level 8

60 Piit Street

Sydney NSW 2000

The principal places of busiriess are:

ServicePoint Australia Pty Limited
Level 8

60 Piit Street

Sydney NSW 2000

Allied Group Pty Limited

18 Winchcombe Court
Mitchell ACT 2611
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Allied Technologies Group Limited
ABN 57 010 597 672 and controlled entities

Directors’ declaration

The directors of the company declare that:

1. the financial statements and notes, as set out on pages 12 fo 42, are in accordance with the Corporations Act 2001:
{a) comply with Accounting Standards and the Corporations Regulations 2001;
{b) give a true and fair view of the finarncial position as at 30 June 2004 and of the performance for the year

ended on that date of the company and consolidated entity;

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

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

R C Doak
Director

Sydney
30 September 2004
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s oo Grant Thornton'

INDEPENDENT AUDIT REPORT
TO THE MEMBERS OF ALLIED TECHNOLOGIES GROU?P LIMITED
{Previously ServicePoint Limited)

Scope
Fhe financial report and directors’ responsibility

The financial report comprises the statement of fnencial position, statement of financial
performance, statement of cash fows, accompanying notes 1o the financial statements, and the
directors” declaration for both Alled Technologies (:roup Limited (the company) and Alhed
Technologies Group Limited and its conteolled entities {the consohdated ennty), for the vear ended
3 June 2004 The consolidated entity comprises both the company and the entitses 1t controlled
during that year.

The directors of the company are responstble for the preparation and true and fair presenmtion of

the fAnancial report i accordance with the Corporations Act 2001, This mcludes responsibilivy for

the mamtenance of adequate accounting records and internal controls thay are designed 1o prevent

and detect fraud and error, and for the sccounting pohaes and accounting estimates inherent m the
financial report.

Asdil approach

We conducted an independent audit 1o order to espress an opinion to the members of the company.
Owur audit was conducted in accordance with Australian Audittng Standards, in order to provide
reasonable assurance as to whether the financul report s free of matesial misstatement. Fhe nature
of an audit 15 influenced by factors such as the use of professional udgm{,m, selective tes:mg,, the
inherent hmitations of mternal control, and the availability of persuasive rather than conclusive
evidence. Therefore, an audit cannot guarantee that all material misstatements have been detected.

We performed peocedures 1o assess whether in all material respects the financial report presents
faiely, in accordance with the Corporations Act 2001, including compliance with Accounting
Standards and other mandatory financial reporting requirements i Australia, a view which 1s
conststent with our understunding of the company’s and the consolidated entiry’s financial position,
and of their performance as represented by the results of thewr operations and cash Aows.

We formed our audit opinon on the basts of these procedures, which included:

" examining, o a test basis, mfommation o provide evidence supporting the amounts and
disclosures in the financial report; and

" assessing the appropriateness of the accounting policies and disclosures used and the
reasotableness of sipnifican accounting estimates made by the directors.

Whike we considesed the effectiveness of management’s internal controls over financial reporting
Level 17, 383 Ken: Sheet when detesrmining the nature and extent of our procedures, our andit was not designed to provide
Sydriey NEW 20083 -

PO Lockad Bag QA0S assurance on internal controls,
CVE Post Office

Sydney NSW 1238

T +61 2 BIOT 2400

¥ +B1 2 G295 4445

E info@pingw.comm.au

Wi granitherriton Lom.au

Granl Thormton NSW
A Mew Soath Weles Partnarshi
ABH 25 054 747 757

Ligbifty limited by the Actountans Scheme, aparovad
ey fhe Professional Slandards Azl 1994 (NEW)

Member of Grent Thormton Assocetion Ine
WMember of Grani Thornton international
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Grant Thoraton

INDEPENDENT AUDIT REPORT
TO THE MEMBERS OF ALLIED TECNOLOGIES GROUP LIMITED
{Previously ServicePoint Limited) {cont)

Independence

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

Audit opinion
In our opinion, the financial report of Alked Technologtes Group Limited 1s 1 accordance with:
(a) the Corporations Act 2001, including:

{1 giving a trae and fair view of the company’s and consoldated entiey’s fmancial
posttion as at 30 June 2004 and of their performance for the year ended on that
date; and

(i} complying with Accounting Standards in Australia and the Corporations Regulations

26HH and

(1) other mandatory financial reportng requirements in Australia,

6@”& Thonlon. RZwW/

GRANT THORNTON NSW
Chartered Accountants

AGRIGELE
Parmner

Sydney 30 Seprember 2004



Allied Technologies Group Limited
ABN 57 010 587 672 and controiled entities

Shareholder information

The sharehiolder information set out below was applicable as at 15 September 2004,
A, Distribution of equity securities

Analysis of numbers of equity security holders by size of holding:
Ordinary Shares

Number of Holders Number of Units

i — 1,000 1,713 243,984

1,001 - 5,000 164 407 561
5,001 - 10,006 155 1,240,086
10,001 - 100,600 227 6,277,521
100,001 arid over 36 27,111,528

B. Equity security holders
Tweniy largest quoted equity security holders

The names of the twenty largest holders of quoted equity securities are listed below:

Percentage of
issued shares
0.691
1.1585
3.514
17.793
76.845

Ordinary shares

Name Number Percentage of
held issued shares
Raymorid Colin Doak 12,821,838 36.342
Michaet John Addison 2,600,000 5.688
Con Siathis 1,635,375 4.635
Ross Jonathon Macdoniaid 1,401,795 3.573
National Nominess Limited 1,037 556 2.848
Apkel Pty Limited 870,000 2465
Toivine Pty Limited 850,000 2.405%
Andrew Vinicent Berriman 800,000 2267
UBS Nominees Pty Lid 500,000 1.447
Prioenix Development Fund Lid 454 545 1.288
Mark Lindsay Wilson 373,817 1.069
Durak Pty Limited 350,000 0.592
Milrix Pty Limited 340,400 0.564
RBC Giohal Services Austratia 318,191 0.501
Lofius Lane Investments Pty Limited 280,909 0.824
M F Custodians Lid 250,509 0.824
James William Hermiston 207,037 0.586
Andrew Edward Jessup 186,908 0.529
Gorden Noel Moore 168,215 0.476
Rodney Thomas Barden 168,215 0.476
25,065,810 71.0358

At 15 September 2003, there were a lotal of 35,280,680 ordinary shares on issue.
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Shareholder information

€. Substantial Shareholders
Substantial sharehiolders of the Comparny are noted below:

Raymond Colin Doak has a direct and indirect entifement o a fotal of 13,071,879 ordinary shares; Tolvine Pty Limited,
Durak Pty Limited and Andrew Vincent Berriman collectively have an entitlement fo 2,188,433 ordinary shares; and
Michael John Addison has an entitlement to 2,000,000 ordinary shares.

Options

vi.

November 2004 Options {Unquoted}
There are B holders of a total of 500,000 options to subscribe for fully paid ordiniary shares, exercisable at 800 cents
each on or before 30 November 2004. Holders with a 20% or greater holding in this class are:

Softbridge Pty Lid 275,000
Conferserv Py Lid 100,000

ii. Becember 2004 Options (Unquoted)

Roeshaw Pty Limited is the sole holder of 375,000 options to subscribe for fully paid ordinary shiares, exercisable at
1280 cents each on or before 15 December 2004,

Becember 2004 Options (Unquoted and non-transferable)
There are 2 holders of a total of 60,000 options to subscribe for fully paid ordinary shiares, exercisable at 1200 cents
each on or before 15 December 2004. Holders with a 20% or greater holding in this class are:

Hostyle Pty Lid 50,000

. December 2004 Options (Unquoted and non-transferable)

Under the employee option plan, 2,150,000 options were granted to employees in 2002 to subscribe for fully paid
ordinary shares, exercisable at 6 cenis each on or before 21 December 2004. As at 30 June 2004, the number of
uri-issued ordinary shares under these options, exercisable at 240 cents, was 20,250,

Oni 28 November 2003, 1,666,200 options were grarited to employeses under the employee option plan to subscribe
for fully paid ordinary shares, exercisable at 10 cents each on or before 28 November 2006. Following a share
consclidation on 15 April 2004, the optionis granted on 28 November 2003, became exercisable at 40 cents per
share. The number of un-issued ordinary shares under these options at 30 June 2004 was 654,775, These options
are 50% vested based on the requirements of the employee option plan described in Note 27. There were no other
options granted as part of the plan other than those nicted above.

. April 2007 Options {(Unquoted)

Oni 15 Aprit 2004, 500,000 options, exercisable at a price of 30 cents per share, were granted to Cartesian Capital
Pty Limited, such options to be exercisable at any time within 3 years from date of grant.

Executive Share Options {(Unquoted)

On 4 June 2004, in conjunction with the entering info of executive service agreements, the company granted fo ils
execulive directors a total of 4,000,000 options to subscribe for shares in the company at a price of 42 cents per
share. Subject to certain conditions precedent, including the relevant exsculive completing a period of two ysars in
the employment of the comparny, the options will be exercisable between 4 June 2008 and 4 June 2008. The grant
of the options was subject to shareholder approval, which was given at a genieral meseting of the company held on
22 September 2004,

D. Voting rights
The voting rights attaching to each class of equity securities are set out below:

(a)

(b

Ordinary shares
On a show of hands every member present at a meeting in person or by proxy shall have cne vote and upon a poll
each share shall have one vote.

Options
No voting rights.

E. Stock exchange [isting
Quotation has been granted for all the ordinary shares of the company on all Member Exchanges of the Australian Stock
Exchange Limited.

47



