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Directors’ report

Your directors submit their report for the year ended 30 June 2004,
DIRECTORS

The names and details of the company's directors in office during the financial year and untif the date of this report are as follows. Uirectors

were in office for the enfire period unless otherwise staled.
Names, gualifications, experience and special responsibilities

Mr John [ McGrath, Age 41 Mr MoGrath started MoGrath Estale Agents in 1989, which is now Australia's largest privately
{Chairman] owned real esiate group with 305 staff and sales in excess of 32.0 billion last vear. McGrath
Lsiate Agents also run McGrath Total Real Estate Training that provides culting-edge fraining
programs for anyone involved in the Rea! Estate business, and Oxygen Home Loans, is
mortgage broking business. Mr McGrath is a Director of McGrath Group of Companies and
the Rawson Group. Recent awards and achievements inclyde ranking No. 40 in BRW's
Australia's Fastest Growing Companies List (2000) and winner of &mst & Young's

Enfrepreneur of the Year for Australia’s Eastern Region in 2002,

Mr Martin PP U Hoffman, Age 39 Mr Hoffman is CEQ of ninemsn, Australia’s largest consumer interet portal and 50:50 joint
veniure between Microsoft and Publishing and Broadcasting Limited. Prior to taking up this
role in February 2003, he held senior magazine and online management positions with John
Fairfax Holdings Limited between 1989 and 2002 Mr Moffman has previous experience at
Optus Communications, Potter Warburg Limited, and PA Consulting Group in both Australia
and Asia. He Is a director of the Garvan Instifute of Medical Research. Mr Hoffman holds
Bachelor of Economics {Sydney) and Master of App Finance {Macquarie} degrees, as well as
an MBA {Hons) from the Institute for Management Development (IMD) in Lausanne,

Switzerland.
Mr Stephen P Rue, Age 38 Mr Rue is the Chisf Financial Officer of News Limited, the Austalian arm of News
Appointed 29 August 2003 Corporation Limited. Pricr fo being appoinfed fo his current position, he was the
company's Group Finance Manager. Stephen first joined News Limiled in 1998

and moved into the role of Treasurer and Special Projects Manager prior fo

being appointed Group Finance Manager.

at Arthur Andersen where he held the posifion of Senior Manager

Mr Rug's experience includes 8 years

in their

Audit and Business Advisory Division. Mr Rue & a Charered Accountant and

holds a Bachelor of Business Sfudies Professional
Accounting. He was bom and  educaled Rue is a
director of News Limited and AAF Information Services Py Limifed.

Mr Alasdair Macl.ecd, Age 43 Mr Maclend has been Managing Director of News Limited's Community Newspapers since

November 2002. He relocated fo Australia after thirteen vears with News infernational in the
UK where he held a number of senior positions including Managing Direclor of News

Network (News Internationals infernef  arm)
Newspapers, fhe publisher of London's Times and Sunday Times.

Manager of Times

Prior o

joining e News Group, Wr Macleod worked with Citbank Limited in Sydney

and in Hong Kong.

Mr Sam R White, Age 33 Mr White was appointed o

White

Real Esfate in 1998 and foler as Depufy Chalrman of the Group. He joined Ray

White Real Esiate in 1991, initizly in
through a number of areas in the company

inciuding  residential

moving

sales and

home loan consutancy. In 1955, he moved lo Sydney fo begin Ray White

Financial  Services in NSW. Mr While currently oversees  all

areas of the

Group, including its agency operalions as well as #s finance and insurance
businesses. Mr White has a Bachelor of Commerce and a Bachelor of Law from

the University of Queensland.
Mr Martin P Howell Resigned 13 November 2003

Mr Mark A Webster Resigned 29 August 2003
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Mr Geddes is the principal of Australian Company Secretaries Pty Limited, a company
secretarial praclice, which he formed in 1983, Mr Geddes is a member of the National
Council of Chartered Secretaries Australia and Vice President of the NSW Branch of that
Insfitule. His previous experience as a Chartered Accountant and Company Secretary
includes invesiment banking, development and veniure capital in Eurcpe, Afica, the Middle
Last and Asia.

interests in the shares and options of the company and related bodies corporate

As at the date of this report, the inferests of the directors in the shares and opfions of the company and related bodies corporate were:

realestate.com.au Limited
Grdinary Shares Options over
fully paid Ordinary Shares

John D McGrath 2,035,086
Alasdair Macleod -
Stephen P Rue

Martin P U Hoffman -
Sam R White 14 568,817

PRINCIPAL ACTIVITIES

The principal activities during the year of enfities within the consolidated entily were the provision of:
+  Online adveriising of residential properties for sale and rent through the market leading realestate.com.au portal
+  Online adveriising of commercial properties for sale and rent through the market leading realcommercial.com.au portal
+«  Provision of web site development services to the Austratian real estate industry

There have been no significant changes in the nature of those achivities during the year,

EARNINGS PER SHARE

Basic earnings per share
{Huted sarmings per share

DIVIDENDS

2004 2003
cents cents
28 (1.7}
24 {1.n

No dividend has been paid or recommended in the current or prior year.

CORPORATE INFORMATION

Corporate structure

realestate.com.au Limited is a company limited by shares that is incorporated and domiciled in Australia. realestate.com au Limited has
prepared a consolidated financial report incorporating the entifies that i confrolied during the financial year.

The ultimate pareni enfity is realesiate.com.au Limited. |t has two wholly-owned subsidiaries;

«  Nstwide Soluions Pty Limited,
«  Property.com.au Ply Limited.

Employees

The consolidated entity employed 103 employees as at 30 June 2004 (2003; 80 employees).
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REVIEW AND RESULTS OF OPERATIONS

Luring e financial year ended 30 June 2004, realesiate.com.au Limited delivered significant financial growth, highlighted by its first full year of
profitabilify.

The key financial highlights included:

+  Consolidated profit for the year of $2.5 million,

+  Revenues increased by 100.7 percent fo $19.1 million,

+  Total expenses {operating plus depraciation & amortisation} increased by 50.4 percent

«  The purchase of Australia's third largest real esiate advestising portal property.com.au for the issue of 8,600,000 shares at 75 cents each.
The transaction also included the repayment of a third party loan of $3.0 million on behalf of property.com.au Limited, and

+  Closing cash posifion increased by 17.8 percent to $2.8 million after allowing for the purchase of property.com.au.

Revenue
Luring the financial year, realestate com.au Limited increased revenus by 160.7 percent to $19.1 million. This increase was due fo;

« A B4 percent increase in subscribing agents from 3,173 at 30 June 2003 to 5,207 at 3G June 2004, including 873 acquired through the
purchase of property com.au. Approximately 85 percent of Australian real estate agents subscribed (o realestate com.au as at the end of
June 2004. The number of agents subscribing to realestate com.au had increased to 5,453 as at 31 August 2004,

« 42 percent of the residential agent subscribers purchasing a platinum subscripfion as at 30 June 2004, This is compared fo 23 percent
s at 30 June 2003

« Confinued strong growth in addifional advertising revenue from residential and commercial agents. Addifional advertising revenue is
generated from sales of banner adverlising, feature properties, eBrochures, and Feature Agent advertising products.

«  Continued strong growth in advertising revenue from the Property Developer segment,
« Better than projected display advertising revenue from 3rd parties. These 3rd parties include Westpac, ANZ and Aussie Home Loans.

«  Emergence of the realcommercial.com.au portal as the leader in online commercial real estate advertising.

Expenses

While revenues increased by 100.7 percent over the year, fotal expenses {operating expenses plus depreciation and amortisation) increased by
only 50 4 percent to $16.7 million. This was achieved through continued effective cost management and confinuous improvement.

The key driver of lotal expenses continues fo be employees with realestate com.au Limited increasing its staff from 80 at the end of June 2063
to 163 at the end of June 2004. The majority of new staff membars were employed in sales and marketing positions allowing realestate.com.au
and reaicommaercial.com.au to continue to sign up new agents while providing market leading service to the growing customer base.

Cash Flow

Buring the financial year, realestate.com.au Limited delivered 4.5 million in operating cash flow. This represents a 337% increase over the
previous financial year.

The purchase of property.com.au Py Limited utiised $3.2 million of the operating cash flow, through the repayment of Ipans, iegal and
accounting costs and stamp duty. Overall the business generated a positive cash flow of $390,080.

Visitors to realestate.com.au

The realestate.com.au and realcommercial com.au porals confinue o be the market teaders in online resl estate advertising in Australia.
According to independent auditors Nislsen/Netrafings {formerly Red Sheriif}, the annual Australian readership {measured in Unique Browsers}
of realestate.com.au increased by 42 percent between FY 2003 fo FY 2004, This number is signficantly more than realestate.com.au's major
competitors.

In August 2004, realestate.com.au had its first million Australia visitor month with Australian readership increasing fo 1,011,786,

This continued growth in readership has been primarily driven by realestate.com.au's strong markst branding, offline print-media markefing
relationships with News Limifed and is online marketing relationships with News Inferactive and nineMSN Ply Limited.  In addition,
realesiate.com.au had an overseas readership of approximately 92,000 in June 2004,

Also according fo Nielsen/Netratings, the number of pages of information (page impressions) viewed by these Australian readers increased by
48.9 percent from 45.5 million in June 2003 fo 57.8 million in June 2004 - that is, each Australian cusfomer viewed an average of 80 pages of
real estate information in June 2004,
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The next twelve months

The objective for realestate.com.au Limited over the next twelve months is fo continue to bulld its lead over the competitors, while delivering
sirong revenue growth and remaining profifable. The top pricrities for the 2005 financial year continue fo be:

+ increase revenue from residential and commercial agents through:
« Increasing the number of agents subscribing o realestate.com.au and realcommercial.com.au

« Increasing the average monthly spend of residential and commercial agents through the development and sale of additional
advertising producis and services

+  Significanfly increase the number of Australian and overseas readers of realestate com.au through continued strong advertising of the
reatestate.com.au offerings in elecionic and print media and through content distribution deals

+ increase the revenue captused from the property developer segment
+  Confinuing to expand the adoption by real estate agents of web sites built and powered by reafestate.com.au

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

Luring the year, the company purchased domain name and business of property com.au from RP Dats Limited. This acquisifion was
predominately realised through the issue of 8,000,000 shares {at 75 cents) in realestate.com.au. No other significant changes in the state
of affairs of realestate.com.au were noted dusing the financial period.

SIGNIFICANT EVENTS AFTER THE BALANCE DATE

Subsequent to 30 June 2004, and up unéll the date of this report, there have been no events of a significant nature.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

The Directors consider that over the next 12 months, realestate.com.au Limited will continue to deliver sfrong revenue growth, will be
aperationally cash flow positive and will be profitable.

ENVIRONMENT AL REGULATION AND PERFORMANCE
The company is not subject to any particutar o significant environmental regulations.

SHARE OPTIONS

Unissued shares

Ag at 30 Jupe 2064 and at the date of this report, there were 12 491 500 unissued ordinary shares under options as follows:
»  News Limited — 10,600,000 options exercisable at $0.20 each

«  Staff Options - 2,481 500 opfions exercisable at $0.15 each

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

Shares issued as a result of the exercise of options

Buring the financial year, employees have exercised options to acquire 146,000 fully paid ordinary shares in realestate.com.au Limited at
15 cents per share.

Luring the financial year, the Chief Executive Officer, My Simon Baker, exercised options to acquire 800,000 fully paid ordinary shares in
realesiate com.au Limited at 10 cents per share,

No options have been exercised since the end of the financial year.

INDEMNIFICATION AND INSURANCE GF DIRECTORS AND QFFICERS

Guring the financial year, the company paid premioms tofaling $19,212 in respect of a contract inswring ali the directors of
realesiate com.au Limited against cosfs incurred in defending proceedings for conduct invelving:

{a) awilful breach of duty; or
{b) acontravention of Sections 182 or 183 of the Corporations Law,
as permitted by section 1958 of the Corporations Law.
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DIRECTCORS AND OTHER OFFICERS’ EMOLUMENTS

Remuneration Policy

The Remuneration and Nomination Committee of the Board of Directors is responsible for defermining and reviewing compensation
arrangements for the Directors, the Chief Executive Officer and the executive team. The Remuneration and Nomination Commiltee
assesses the appropriateness of the nature and amount of emoluments of such officers on a periodic basis by reference to relevant
empicyment marke! conditions with the overall objective of ensuring maximum stakeholder benefif from the refenfion of a high quality
board and execulive team.

1o assist iny achieving these objectives, the board links the nature and amounf of execufive directors' and officers’ emoluments fo the

company's financial and operational performance.

Delails of the nature and amount of each element of the emolument of each director of the company and each of the five executive
officers {this includes Martin Howell) of the company and the consolidated enfity receiving the highest emolument for the financial year

are as follows:

Annual Emoluments Long Term Emoluments
Termination
and Similar Superanny
Base Fee Bonus Cther Payments O ptions - fion Other
Number | $ Amortised % of
§ $ $ $ Granted Cost Remunsration $ $
John D McGrath 100,006 - - - - - - 8,000 -
Martin P Howell 138,000 17 500 - - - 6,047 3.4 13,055 -

Direciors’ fees are paid only o independent or executive directors. All other directors, nof being independent, did not receive any director's fees during the

financial period.

Eor purposes of the Directors' Report, Martin Howel has been included as a specified director. Mr Howell resigned as a director on 13 November 2003, and
remains an execufive of the company. The amounis received by Mr Howell relate solely to his employment as an executive of the company.

Emoluments of the five most highly paid executive officers of the company and consclidated entity.

Annual Emotuments Long Term Emoluments
Termignation
and Similar Super-
Base Fee Bonus Cther Paymenis O ptioan s annuation Other
Number | $ Amortised
§ $ $ 3 Granted Cost 3 3
Simon Baker 311,881 113,540 80,680 - - - 18,718 -
Shaun DiGregorio 87.083 46,200 - - - 3828 11,998 -
William Spring 120,600 24,800 - - - 5.047 13.014 -
Christing Vulovic 123,771 27 500 - - - - 13614 -
Martin Howell See Directors above

The terms 'direcior’ and ‘officer’ have been treated as mutually exclusive for the purposes of this disciosure.
The slements of emoluments have been determined on the basis of the cost to the company and the consolidated enity.
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DIRECTORS' MEETINGS

The numbers of meetings of directors {including meetings of committees of directors) held during the year and the numbers of meetings attended by

each director were as follows:

Directors’ Meetings Audit Risk and Remuneration and
Compliance Committee | Nomination Committee
Mestings Meetings
Number of | Number of | Number of | Number of | Number of | Number of
Meetings Meetings | Meetings | Meetings | Meetings Meetings
Held while | Aftended | Held while | Attended | Held while | Aftended
a Director a Director a Director
John D McGrath 14 18 3 2 3 3
Martin P U Hoffman 14 17 3 3 - -
Alastdalr Macleod 14 14 i 1 2 2
Steshen B Rue (appointed 20August 2003) 18 13 2 2 - -
Sam R White 14 19 - 3 2
Martin P Howell (resigned 13 November 2003) 8 8 - - -
Mark A Webster {resigned 28 August 2003) 3 3 - 1 0

The cusrent members of each comimifies are;

Audit Risk and Compliance Commitiee: Mr McGrath {Chairman), Mr Rue, Mr Hoffman
Remuneration and Nomination Committee; Mr McGrath {Chalrman), Mr Mact.eod, Mr White

TAX CONSOLIDATION

Following advice from {ax advisess, the Board has decided not fo enter info tax consolidation at this lime.

CORPORATE GOVERNANCE

In recognising the need for the highest standards of corporate behaviour and accountability, the directors of realestate.com.au Limited support
and have adhered fo the principles of corporate governance. The company's corporate governance statement is contained in the addifional ASX

information secfion of this annual report.

Signed in accordance with a resolution of the direcfors.

Mr John D MeGrath
Chairman

Sydney, 29 September 2004
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Statement of Financial Performance

YEAR ENDEE 30 JUNE 2004 Notes Consolidated realestate.com.au Limited

20604 2003 2064 2003

$ $ $ $

REVENUE FROM ORDINARY ACTIVITIES 2 19,144,851 8,539,850 2,587,425 -
{Depreciation and amortisation expenses 3 {368,657} {2,689 544) - -
Borrowing costs expense 3 {21,074} (48 867) -
Salaries and employee benefifs expense (6,741,225} {3.712,276) -
Sales commissions 20 (1,986,18%) {455,092) -
Markefing expense (3,913,999) {941,540} -
Adrministration costs (1,079,528} {515,384) -
Expenses from ordinary activifies 3 (2,556,702} {2,5758,889) {1,5638,762)
TOTAL EXPENSE FROM ORDINARY ACTIITIES {16,667 367} {11,679,392) (1,539,702}
PROFITHLOSS) FROM ORDINARY ACTIVITIES BEFORE
INCOME TAX EXPENSE 2,477 484 {1,539,702} 2,507,425 {1,5638,702}
income fax altribuiable fo ordinary activifies 4 - -
PROFITHLOSS) FROM ORDINARY ACTIVITIES AFTER
INCOME TAX EXPENSE 2,477,484 {1,539,702} 2,507,425 {1,5638,702}
NET PROFITHLOSS) 2,477 484 {1,539,702} 2,507,425 {1,5638,702}
NET PROFITH{LOSS) ATTRIBUTABLE TO MEMBERS OF
REALESTATE.COM.AU LIMITED 18 2,477,484 {1,538,702} 2,507,425 {1,539,702}
TOTAL CHANGES IN EQUITY OTHER THAN THOSE
RESULTING FROM TRANSACTIONS WITH OWNERS AS
OWNERS ATTRIBUTABLE TO MEMBERS OF
REALESTATE COM.AU LIMITED 2,477,484 {1,539,702} 2,507,425 {1,5638,702}
Basic earnings (loss) per share {cents per share) 24 28 1.7}
Diuted eamings {ioss) per share {cenis per share} 24 24 {1.7}

The Stafernent of Financial Performancs s fo be read in conjunction with the nofes fo the financial statemanis.
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Statement of Financial Position

AT 30 JUNE 2004 Notes Consolidated realestate.com.au Limited
2004 2003 2004 2003
$ $ $ $

CURRENT ASSETS
Cash assefs 2,580,857 2,160,787 -
Recelvables 5 3,185,638 1,488,219 -
Other 6 191,601 366,136 -
TOTAL CURRENT ASSETS 5358007 4078122
NON-CURRENT ASSETS
Recelvables 7 4,981,226 1,527 860
Other financial assels B - 6,205,832 20,002
Property, plant and equipment 10 1,049,403 353,445 . -
infangible assets 11 4,155,886 - . -
TOTAL NON-CURRENT ASSETS 10,205,288 353,445 11,187,058 1,547 BE2
TOTAL ASSETS 16,163,386 4,428 587 11,187,058 1,547 B52
CURRENT LIABILITIES
Payables 12 2,186,902 768,538 -
Provisions 13 315,637 238,940 -
Other 14 210672 1,080,047 -
TOTAL CURRENT LIABILITIES 4821,6H1 2,047 525 -
NON-CURRENT LIABILITIES
interest-bearing liabilites 15 - 750,000 -
Provisions 16 84,658 33 380 -
TOTAL NON-CURRENT LIABILITIES 84,658 783,380 -
TOTAL LIABILITIES 5,006,264 2,880,905 -
NET ASSETS 11,157,117 1,547 662 11,187 0568 1547 662
EQUITY
Parent enfity interest

Contriputed equity 17 28,815,534 21,683,563 28,815,534 21,883,563

Accumutated losses 18 (17,656,417}  {20,1359010) (17,626,476} (20,135,901
Total parent entily inferest in equity 11,157 117 1,547,662 11,187,658 1,547,662
TOTAL EQUITY 11,157,117 1,547 662 11,187 0568 1547 662

The Staternent of Financial Position 1s 1o be read in conjunction with the notes to the fnanciaf statements.

10
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Statement of Cash Flows

YEAR ENDED 30 JUNE 2004 Noies Consolidated realestate.com.au Limited
2004 2003 20064 2003
$ $ $ $

CASH FLOWS FROM GPERATING ACTIVITIES

Receipts from customers 19,682 537 9,882,364
Payments to suppliars and employees (15,292,196} (8,868,457}
interest received 143,771 55,501
Borrowing costs {21,074} {36,876}
NET CASH FLOWS FROMAUSED IN) OPERATING

ACTIMITIES 19 4,513,038 1,032,532

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plani and equipment (1,043,225} (277 548}
Paymenis of acquisifion costs for purchase of controlled enfity

{185,829) -
Repayment of loan on acquisition of controlled enfity (3,000,000} -
Froceeds from sale of non-current assels 4,206 342,434
NET CASH FLOWS FROMAUSED IN) INVESTING
ACTMITIES {4,224,848} £4,786
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issues of ordinary shares 101,808 -
NET CASH FLOWS FROMAUSED IN) FINANCING
ACTMITIES 101,308 -
NET INCREASE N CASH HELD 396,000 1,097,318
Add opening cash broughi forward 2,190,767 1,093,449
CLOSING CASH CARRIED FORWARD 19 2,580,857 2,190,767

The Staterment of Cash Flows is to be read in conjunction with the notes to the financial staternents.

1
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Notes to the Financial Statements

30 JUNE 2004
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

{a) Basis of accounting

The financial report is a general purpose financial report that has been prepared in accordance with the reguirements of the Corporations Act 2001 that
includes applicable Accounting Standards. Other mandatory professional reporting requirements (Urgent Issues Group Consensus Views} have also
been complied with.

The financial report has been prepared in accordance with the historical cost convenfion.

{h) Changes in accounting policies
The accounting policies adopted are consistent with those of the previous year except for the accounting policy with respect fo commissions paid fo
sales staff.

Erom 1 July 2003, sales commissions are deemed 0 be incurred and expensed upon signing of the sales contracts. Prior fo 1 July 2003, sales
commissions wese deferred in the Stalement of Financlal Position and recognised over the life of the related sales confracts. The effect of the revised
policy has been to decrease current period profits by $368,000 and decrease other current assets by $368,000. See Note 20 for the effect of this
change on the current year resulfs.

{c) Principles of consolidation

The consolidated financial statements are those of the consolidated entity, comprising realestate com.au Limited {the parent entity) and alf enéifies
which realestate.com.au Limited confrolled from fime to fime during the year and at balance date.

Information from the financial stalements of subsidiaries is included from the date the parent company obtains control unti such time as confrol ceases.
Where there is loss of confrol of a subsidiary, the consolidated financiat statements include the results for the part of the reporiing period during which
the parent sompany has control.

Subsidiary acquisitions are accounted for using the puschase method of accounfing.

The financial statements of subsidiaries are prepared for the same reporting pericd as the parent entity, using consistent accounting poficies.
Adjustments are made to bring into line any dissimilar accounting policies that may exist.

All infercompany balances and fransactions, including unrealised profits arising from intra-group fransactions, have been eliminated in full. Unrealised
tosses are eliminated unless costs cannot be recovered.

{d) Foreign currencies

Transfation of foreign ciurrency hransactions

Transactions in foreign currencies of entifies within the consolidated entity are converted to local currency at the rate of exchange ruling at the date of
the ransaction. Foreign currency monetary items that are ocutstanding at the reporfing date (other than monetary ttems arising under foreign currency
contracts where the exchange rate for that monetary item is fixed in confract} are franslated using the spot rate at the end of the financial year. Al
resuiting exchange differences arising on seftlement or re-sfatement are brought to account in determining the profit or loss for the financiat year.

{e} Cash and cash equivalents

Cash on hand and in banks and short-ferm deposits are stated af nominal value. For the purposes of the Statement of Cash Flows, cash includes
cash on hand and in banks, and money markst investments readily convertible to cash within two working days, net of outsianding bank overdrafts.
Bank overdrafts are carried at the principal amount. Interest is charged as an expense as if accrues.

{fj Receivables

Trade receivables are recognised and carried af original invgice amount less a provision for any uncollectible debts. An estimate for doubtful debts is
made when collection of the full amount is no longer probable. Bad debts are written-off as incured.

Recsivables from related parties are recognised and carried at the nominal amount due. inferest is faken up as income on an accrual basis.

12



{g) Invesiments
lnvestments in controlled enfiies are carried at the lower of cost and recoverable amount in the consolidated financial report.

{th) Recoverable Amount

Non-current assets measured using the cost basis are not cammied at an amount ghove thelr recoverable amount, and where carrying values exceed
this recoverable amount assets are written down.

{i) Property, plant and equipment

Cost and valuation

All classes of propesty, plant and equipment are measured at cost.
Dapreciation

{epreciation is provided on a siraight line basis on all property, plant and equipment, other than freehold land.

2004 2063
Major depreciation periods are:
L.easehoid improvements: The lease term The lease term
Office Furniture: 210 6 years 21{o 6 years

{j) Leases
Leases are classified at their inception as either operating or finance leases based on the economic substance of the agreement so as fo reflect the
risks and benefifs incidental fo ownership.

Operating leases

The minimum lease payments of operating leases, where the lessor effectively retaing substantially all of the risks and benefits of ownership of the
ipased item, are recognised as an expense on a sfraight line basis.

{k) Other non-current assets

Prepaid adverfising expendiiure

Expendifure carried forward consists of prepaid advertising expenditure representing advertising services conributed fo the company by shareholders
ag part consideration for shares issusd. This is being amortised over the period that the services are to be provided to the company.

{l) Trade and other payables

Liabifities for frade creditors and other amounts are carried at cost which is the fair value of the consideration to be paid in the future for goods and
services recelved, whether or not billed to the consolidated enfity.

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

{m} Loans and horrowings

Al foans are measured at the principal amount. Interest is charged as an expense as if accrues.
{n) Provisions

Provisions are recognised when the sconomic entity has a legal, equitable or construcfive obligation to make a future sacrifice of economic benefits to
other entities as a resdl! of past ransactions or other past events, it is probable that a fuure sacrifice of economic benefits will be required and a
reliable estimate can be made of the amoun! of the obligation.

A provision for dividends is not recognised as a liability unless the dividends are declared, determined or publicly recommended on or before the
reporting date.

{0} Contributed Equity

Crdinary share capital is recognised at the fair value of the consideration received by the company.
Any fransaction costs arising on the issue of ordinary shares are recognised directly in equity as a reduction of the share proceeds received.
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{p) Revenue recognition

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

Randering of Services

Where the confract ouicome can be reliably measured, control of the right to be compensated for the services and the stage of completion can be
reliably measured.

Intarest

Control of the right to recelve the interest payment.

{g) Taxes
income Taxes

Tax-effect accounting is applied using the liability method whereby income fax s regarded as an expense and is calculated on the accounting profit
after allowing for permanent differences. To the extent iming differences occur between the Sime items are recognised in the financial statements
and when ifems are faken into account in determining faxable income, the net relaled taxation benefit or liability, calculated at current rates, is
disclosed as a fulure income tax benefit or a provision for deferred income tax. The net future income tax benefit refating {o tax losses and timing
differences is not carried forward ag an assef unless the benefit is virfually certain of being realised.

Goods and Services Tax {GST)
Revenues, expenses and assets are recognised net of the amount of GST except;
+ Where the GST incurred on a purchase of goods and services is not recoverable from the taxation authority, in which case the GST is
recognised as part of the gost of acquisiion of the asset or as part of the expense item as applicable; and
»  Receivables and payables are siated with the amount of GST included.

The net amount of 35T recoverable from, or payable to, the faxation authorlty is included as part of receivables or payables in the statement of
Einancial Position

Cash flows are incuded in the Statement of Cash Flows on a gross basis and the GST component of cash flows arising from investing and financing
activities, which is recoverable from, or payable to, the taxation authority are classified as operating cash flows.
Commitments and confingents are disclosed net of the amount of GST recoverable from, or payable to, the taxation authority,

{r) Employee henefits

Provision is made for employee entiflement benefits accumuiated as a resulf of empioyees rendering services up fo the reporting date. These benefits
include wages and salaries, annual leave and long service leave.

Liabilities arising in respect of wages and salaries, annual leave and any other employee entifements expected fo be settied within fweive months of
the reporting date are measured at their nominal amounts.  All other employee enfiliement lishilifies are measured at the present value of the
esfimated future cash outflow to be made in respect of services provided by employees up to the reporting date. In determining the present value of
future cash outfows, the interest rates attaching fo government guaranteed securities that have ferms to maturily approximating the terms of the
related liability, are used.

Employee entitlements expenses and revenues afising in respect of the following calegories:

. wages and salaries, non-monetary benefils, annual leave, long service Ieave and other leave enfiflements; and

. other types of employee entilements

are charged against profits on a net basis in their respective categories.

The value of the employee share incentive scheme described in nofe 22 Is not being charged as an employee entitlement expense.
{s} Earnings per share

Basic EPS is calcuialed as net profit {loss} attributable to members, adjusted to exclude costs of servicing equity {other than dividends) and preference
share dividends, divided by the weighted average number of ordinary shares, adjusted for any bonus element.

Dilufed EPS is calculated as net profit (loss) atfribufable o members, adjusted for:

. cosis of servicing equity {other than dividends) and preference share dividends;
. the after tax effect of dividends and interest associated with dilutive potential ordinary shares that have been recognised as expenses; and
. other non-giscrefionary changes in revenues or expenses during the period that would result from the dilution of potential ordinary shares;

divided by the weighted average number of ordinary shares and dilufive potential ordinary shares, adjusted for any bonus element.
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{tj Intangibles
Goodwilt

Goodwil represents the excess of the puschase consideration over the fair value of ientifiable nel assefs acquired at the time of acquisiion of &
business or shares in a controlled entity.

Goodwid is amortised on a straight line basis over the period during which benefifs are expected o be received. This is faken as twenly years.
{u} Deferred Revenue

£ach month, the company invoices subscribers for the following month’s subscription. At the end of the financial year, since this invoicing relates to
services to be provided in the next financial year, this amount is not recognised as revenue in the current financial year and is taken up as deferred
revenue in the Statement of Financial Position.

{v} Intellectuat Property

Inteliectuat property includes domain names stated at the lower of cost or recoverable amount. No amortisation is provided against these assets since,
in the opinion of the Directors, the lives of the domain names are indefinite.

{wj Comparatives

Where necessary, comparatives have been reclassified and repositioned for consistency with current year disciosures.
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Notes continued

realestate.com.au Limited — Asnual Report

30 JUNE 2004 Notes Consolidated realestate.com.au Limited
20604 2003 2064 2003
$ § $ $

2. REVENUE FROM ORDGINARY ACTIVITIES
Revenues from operating activities
Revenue from services 18,906,874 9,140,358
Total revenues from operating activities 18,996,874 9,140,358
Revenues from non-operating activities
interest

Gther personsicorporations 143,771 56,900
Total interest 143,771 56,600 .
Writeback of badfdoubtiul debts - infercompany - - 2,507,425 -
Froceeds from sale of non-current assels 4,206 342 434 -
Total revenues from non-operating activities 147,977 399,334 2,507,425
Total revenues from ordinary activities 14,144,851 9,539,880 2,507 425
3. EXPENSES AND LOSSESHGAINS)
{a) Expenses
Depreciation of non-current assels

Office furniture and equipment 338,716 210,378 -
Total depreciation of non-curent assefs 338,716 210,378 -
Amortisation of current assets

Advertising expenditure carried forward - 2479168 -

Amortisation of goodwili 28,841 - -
Total amortisation of current assets 24,941 2,479,168 -
Total depreciation and amortisation expenses 368,657 2,688,544 -
Borrowing costs expensed

Interest expense - other refated party 21,631 44,234 -

interest expense - other parfies 43 2433 -
Total borrowing costs 21,674 46,667 -
Total borrowing costs expensed 21,674 46 867 -
8ad and doubtful debis - intercompany - - 1,539,702
Bad and doubtful debis - frade debiors 72,287 24 547 -
Consuifancy expense 350,529 847,794 -
Operating lease expenses 328,234 293,048 -
Non current asset sold during the vear 8,551 342434 -
Technology expense 448 256 414,731 -
Al other expenses 1,348,845 556,235 -

2,556,702 2,578,889 1,539,702

During the year, the accounting policy for the recognifion of sales commission was changed. The effect of this change has been fo increase commission
expense by $388,060 in the current financial year. Note 20 liustrates the effect of this change.

16



_____________________________________________________________|
realestate.com.au Limited — Annual Report

Notes continued

30 JUNE 2004 Noies Consolidated realestate.com.au Limited
2004 2003 20064 2003
$ § $ $

3. EXPENSES AND LOSSESHGAINS) cont'd
{b) Losses/{Gains)

Net loss on disposal of properly, plant and equipment 4,345

4. INCOME TAX

The prima facle {ax, using {ax rates applicable in the country
of operation, on profit and extracrdinary ifems differs from the
income tax provided in the financial staiements as follows:

Prima facie tax on Profit{loss) from ordinary activities 743,245 (461,811} 752,228 (461,911}
Tax effect of permanent differences
Amortisation of prepaid advertising - 743,750 . -
Cther #tems (net) 24,144 19,214 {752,228} 451,911
Prior Years Tax Losses recouped {767,189} (3(+1,053) . -
income fax expense atfributable o
ordinary activities

{a) Income tax losses

Future income {ax benefit arising from tax losses of a

confrolled enfity not brought fo account at reporting date as

reakisation of the benefit is not regarded as virtuglly certain 4,375,326 2817 470

This fulure income fax benefit will only be obfained if.

{a) {uture assessable income is derived of a nature and of an amount sufficient to enable the benefit to be realised;
{b)  the conditions for deductibilify imposed by tax legistation confinue to be complied with; and

{c)  nochanges in fax legisiation adversely affect the consclidated entify In realising the benefit.

Tax Consolidation
Foliowing advice from tax advisers, the Board has decided not to enter info fax consolidafion &t this ime

5. RECEIVABLES (CURRENT)

Trade debiors 5y 3,285,338 1,538,119 -
Frovision for doubtul debis {100,000} {60,600} -
3,185,334 1,478,119 -
Sundry debtors 5{a) 308 10,100 -
3,185,634 1,488,219 -

{a) Terms and conditions
it Trade debliors are non-interest bearing and generally on 30 day terms.

fii)  Sundry debfors and other receivables are non-inierest bearing and have repayment terms befween 30 and 90 days.
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30 JUNE 2004 Noies Consolidated realestate.com.au Limited
2004 2003 20064 2003
$ § $ $

6. OTHER CURRENT ASSETS

Prepayments 61,547 266,084
Other current assets Bla 130,654 130,052
181,601 396,136

(&) Other current assets consist of a securify deposit held by Macquarie Bank

7. RECEIVABLES (NON-CURRENT)

Related party receivables 7ta)
Wholly-owned group
- Confrolled entities 28 - - 21,394,17¢ 20,448,029
Provision for doubtiul debis - - (16,412,944} {18,520,388}
- 4,981,226 1,527 BB0
{a) Related party receivables are non-interest bearing and have no fixed maturity date.
8. OTHER FINANCIAL ASSETS (NON-CURRENT)
Investmenis at fair value compriss:
Shares
Confrolled entities - unfisted 8 - - 6,205,832 20,002
8,205,832 20,002
8. INTERESYS IN SUBSIDIARIES
: . Percentage of equity interest
Name
Country of incorporation held by the consolidated entity Investment
20604 2003 2604 2003
% % $ $
Netwide Soiutions Pty Limited Australiz 100 100 20,002 20,002
property.com.au Ply Limited {note 17(e}) Australia 180 - $,185,830 -
§,205,832 20,002
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2004 2003 20064 2003
$ § $ $

18. PROPERTY, PLANT AND EQUIPMENT

Office equipment

At cost 1,707,281 865,892 -

Accumuiated depreciation {791,428} {515,238 -
104z} 915,853 360,653 -

improvements

At cost 184,567 37 4689 -

Accumuiated depreciation {51,017) {34 677) -
104z} 133,550 2,792 -

Total plant and equipment 1,049,403 353,445 -

Total property, plant and equipment

Cost 1,891,848 403,381 -

Accumuiated depreciation and amortisation {842,445) {544,916 -

Total wiitten down amount 1,040,403 353,445 -

realestate.com.au

Consolidated Limited
20604 2604
$ $

() Reconciliations
Reconciliations of the carrying amounts of plant and
equipment af the beginning and end of the current financial
year.
Plant and squipment
Carrying amount at beginning 350,653
Addifions 896,127
{isposals {8,551}
Depreciation expense (322,376}

915,853
Leasshold improvements
Carrying amount at beginning 2,782
Addifions 147,008
Depreciation expense {16,348}

133,550
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11.  INTANGIBLE ASSETS

intellectual property assefs 2,000,000 - . -
Goodwill 7,185,827 - . -
Amortisation of goodwiil {29,941} - . -

9,155,886 - - -

12.  PAYABLES {CURRENT)

Trade craditors 12{z} 840,638 212,255 . -
Other creditors 12{z) £31,348 399,490 . -
Government taxes inciuding GST 515,514 188,793 . -

2,186,802 798,538 . -

{a} Trade Creditors and Other Creditors are non-interest bearing and are normally setfied on 30 day terms

13.  PROVISIONS {CURRENT)

Employee enfitlements 22 315,037 238,940 - -
315,037 238,940 - -

14. OTHER CURRENT LIABILITIES

Deferred revenue 2410672 839,822
Executive consultancy lability 14{z) - 120,425
2410872 1,060,047

{2} In accordance with the now-concluded consuitancy agreement between the company and the Chief Executive Officer, the Chief Executive Officer
was enfitled to be paid part of his consideration in the form of shares in the company (or cash to the value thereofl. These shares were eamed on a
monthly basis, at a rate equal to the average share price paid during that month. The nember of shares eamed was based on the number of days
worked, and on the financial performance of the company. The Hability for the twelve months to 30 June 2003 amouni regresents the value of
445 500 shares earned during the perind 1 January 2003 and 30 June 2003. These shares were issued during the current financial year. A further
375,000 shares were issued pursuant fo this consulfancy agreement in the corrent financial year. The consuitancy agreement expired on 31
Cclober 2003, at which fime the Chief Execufive Officer became a fullfime employee of the company.

15. INTEREST-BEARING LIABILITIES (NON-CURRENT)
Other related pariies - 750,000

On 22 December 2003, the balance on this ioan owing to News Limiled was converled to shares in realestate.com.au Limited at the option of News
Limited, as specified in the loan document. Refer to note 17(b).

16.  PROVISIONS {(NON-CURRENT)
Provision for long service leave 22 84,658 33,380 - -
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17.  CONTRIBUTED EQUITY

{a) Issuad and paid up capital
Ordinary shares fully paid 28,815534 21,683,563 28,815,534 21,883,563
28,815,534 21,883,563 28,815,534 21,883,563

{bj Movements in shares on issue

2004 2003
Ni:’;z?f 5 Number of shares $

Beginning of the financial year 92,980,784 21,663,563 91,500,784 21,460,723
- issue of shares fo STB Holdings (Simon Baker, CEQ) 803,500 280,071 1,480,000 222,840
- Options exercised by CEO (Simon Baker) 800,000 89,000 - -
- Options exercised under Staff Share Option scheme 146,000 21,800 - -
— lssue of shares to RPData for purchase of

property.com_au and relaled assets 8,000,008 6,060,000 - -
- |ssue of shares through conversion of News Limited loan 3,694,581 750,000 - -
£nd of the financial year 106,424,865 28,815,534 92,980,784 21,883,563
{c) Share Options

At the end of the financial year, and up untll the date of this repor, there wers 12,491,500 (2063; 13,670,000} unissued ordinary shares in respect of
which options were outsianding.

On & February 2001, 10,000,000 options were issued fo News Limited, sach exercisable at 20 cenis into fully paid ordinary shares on a one-for-one
hasis. These optlons expire on 8 February 2008. As at balance date, none of these options had 1apsed or been exercised.

On 24 July 20602, 2,840,000 staff options over ordinary shares were issued with an exercise price of 15¢ each and an expiry date of 24 July 2007, and
8,000 staff options expiring on 11 November 2004, Af 30 June 2004, 2,491,500 siaff options were remaining {o be exercised.

Staff Options issued 24 July 2002

Exercised in
Balance 24 July Lapsed in year lo 30 year to 30 June Lapsed during  Closing 30 June

Westing Date 2002 June 2603 Balanes 1 July 2003 2004 yaar 2004
24 July 2003 852,000 15,060 B37 000 136,000 225060 678,500
24 July 2004 852,000 15,000 837,000 . 80,060 747,000
24 July 2005 1,138,000 206,060 1,116,000 - 120,000 896,600

2,840,000 50,000 2,780,000 136,000 232,560 2,421 500
Staff Options issued on 11 November 1989
Already Vested 80,006 - 80,000 16,000 - 70,000
TOTAL STAFF GPTICNS 2,920,006 506,000 2,870,608 146,000 232,500 2,491,508

At the 2001 Annual General Meeting, shareholders approved the issue of 800,000 opfions over ordinary shares exescisable on a one-for-ong basis at
10 cents per share to the CEO, Mr Simon Baker, These options were exercised during the financial year,
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{d) Terms and conditions of contributed squity
Ordinary sharss

Ordinary shares have the righf to receive dividends as declared and, in the event of winding up the company, fo participate in the proceeds from the
sale of all surplus assefs in proportion fo the number of and amounts paid up on shares held. Ordinary shares entifle their holder fo one vote per
share, either In person or by proxy, at a meeting of the company.

{e} Acquisition of Controlled Entity
On 2 June 2004, realestate.com.au Limited acquired 100 percent of the share capifal of property com.au Ply Limited.
{i\The componenis of the acquisition cost were:

Consideration

- Shares issued 5,000,060

- Costs of Acguisition 185,829
6,185,829

{iiFair value of assefs of property.com.au Pty Limited at 2 June 2004 were;

Intellectuat Property 2,060,060

Loan to Third Party {3,600,000)

Cash 2

Goodwill arising on Acguisition 7,185,827
6,185,829

The purchase consideration for property.com.au Ply Limited included the issue of 8,000,000 shares at a price of 75 cents each. The ASX price of shares
in realestate.com.au Limifed was 80 cenis on the date of issue of the shares. The company has included the purchase at the lower price, as allowed for
in the Urgent Issued Group Abstract 41, paragraph 5{p). This states that, if equity is used as purchase consideration, & notional price which shates can
be placed on the share market may be used if this is a better indicator of value than the market price of the shares. Due to the size of the Issue of shares
relative fo the tofal Issued equity at the time of the issue, directors have formed the view that the lower price would be a better indication of the fair value
of shares issued in this purchase.

Upon the acquisifion of property.com.au Pty Limited, the loan fo a third party was immediately seftled by realestate com.au Limited.

18. ACCUMULATED LOSSES

Accumulated losses 188} {17.658.417} 20,135,501} {17,628 476} {20,135,501)
{a) Accumulated losses

Balance at the beginning of year {20,135,901} (18,596,199} {20,135,901} {18,596,199}
Net profitfloss) atirbutable to members of realesiate.com au

Limited 2,477,484 (1,539,702} 2,507,425 (1,639,702}
Balance st end of year (17,658,417} (20,135,501} (17,628,476} (20,135,501}

4. STATEMENT OF CASH FLOWS

{a) Reconciliation of the net profit/{loss) after tax to the net
cash flows from operations

Profitf{L.oss) from ordinary aciiviies after fax 2477484 {1,638,702} 2,505,425 {1,639,702}
Non-Cash lems

Depreciation of non-current assels 338,716 210,376 - -
Amortisation of infangible assets 28 341 2,479,188 - -
Net loss on disposal of property, plant and equipment 4,345 -
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Changes in assets and liabilities
(Increase)/decrease in related party receivables - (2,505,425} 1,539,702
fincrease)/decrease in trade and other receivables (1,697,428} (701,885) - -
(Increaselidecrease in prepayments 204,537 (195,267}
(Decrease)fincrease in frade and other creditors 1,596,288 131,233
(Decrease)increase in deferred revenue 1,480,650 589,822
(Decrease)increase in employee entitlements 78,067 78,887
Net cash flow from operating activities 4,513,038 1,032,632
{bj Reconciliation of cash
Cash balance comprises:
— gash on hang 2,580,857 2,180,767 -
Closing cash balance 2,580,857 2,180,767 -
{c) Financing facilities available
At balance date, the following financing facilifies had been
negotiated and were available:
Total facilifes
- related party loan faciity 1,550,000 -
Facilities used at balance date
- related party loan faciity 750,600 -
Eacilities unused at balance date
— related party loan faciity 800,600 -
{dj Bank guarantee
Total facility available 230,000 - -
£acifity used at balance date 204 850 - -
Faclity unused af balance date 25150 - -

23



]
realestate.com.au Limited -~ Annual Report

Notes continued

36 JUNE 2004
26. EFFECT OF CHANGE N ACCOUNTING POLICIES

From 1 July 2003, sales commissions are deemed to be incurred and expensed upon the signing of the sale contracts. Prior i 1 July 2003, sales
commissions were deferred in the Statement of Financlal Position and recognised over the life of the related sales contracts.

The effect of the change i accounting policy has been fo reduce retained eamings as at 30 June 2004 by $368 000 being commissions expensed in
the current year that under the previous policy would have besn capifalised and expensed in the following financial year.

Had the new policy been effective from 1 July 2002, losses from ordinary activities for the year ended 30 June 2003 would have been §1,764,243 as
commissions capitalised in that year amounting o $224,541 would have been expensed in full. Further, the current year net profit from ordinary
activities wouid not have included the expense of $224,541, being amortisation of the 2003 capitalised commissions.

The changes o accounting policies have affected only the accounts of the consolidated entity and have had no affect on the holding company.

2004 2003 2004 2003

21. EXPENDITURE COMMITMENTS $ $ g $
Lease expenditure commitments
Operating feases {non-cancelfabla):
Minimum lease payments
- not later than one vear 571,247 219,384
— later than one year and not later than five years 1,147,174 293,479
- aggregate lease expenditure confracted for af balance

date 1,718,421 512,868

These amounts represent amounts contracted for, buf for which no liability is recognised in the financial statements.

22. EMPLOYEE BENEFITS AND SUPERANNUATION 3004 2003 3004 2003
COMMITMENTS $ $ g $
Employee benefits

The aggregate employee benefit liability is comprised of.

Provisions {curent) 315,037 238,940 - -
Provisions (non-current) 84,658 33,380 - -
398,695 272,320 - -

{a) Superannuation Commitments

Contribufions by the enfity of 9% for the 2003/2004 year of employees' wages and salaries are legally required in Australia. Confribufions are made
{0 accumulation funds of the employees' choice or, where a choice has no! been made, o the smployer's default fund.
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{bj Share Options
Options over ordinary shares:

Employse Share Plan

An employee share plan has been established where employees of the consclidaled enfity who have served the company for a minimum aggregale
pesiod of two months are eligible fo be issued shares in the company to the value of $1,060 in any one year pericd. The Plan allows the Company fo
issue shares to employees in & manner defermined by the Board in its absolufe discrefion. Al shares issued under the plan are escrowed for a
pesiod of three years,

Emplovee Option Scheme

Prior fo lising, an employee option scheme was esiablished where the Board may from time fo time delermine who is entitled fo parlicipate in the
scheme and may grant opfions in accordance with cerfain terms and conditions. The total number of options on issue under the Option Scheme must
not exceed five percent of the folal number of ordinary shares on issue at that fime,

The options expire five years from issue date or one month after the Options Holder ceases to he an emplovee of the company or ifs subsidiaries.
The exercise price of any new options issued under this scheme is fo be based on the weighted average market price of the share five trading days
prior {o the issue date.

At the Annual General Meeting for the year ended 30 June 2001, sharehoiders approved an amendment fo the scheme, whereby, for fulure oplion
issues, the minimum grice of staff options fs to be 30.15. A total of 2,840,000 staff options were issued in July 2002 with an exercise price of $0.15
sach. A fotal of 282 500 of these oplions have fapsed, including 232,506 during the year. Additionally, 136,000 options were exercised during the
year,

At the Annual General Meefing for the year ended 30 June 2001, shareholders approved an amendment to the scheme, whereby, for options with an
expiry date of 11 November 2004, the exercise price of the outstanding 80,000 options was reduced from $0.50 to $0.15 each. None of these options
have lapsed since the meeting. Additionally, 10,000 options were exercised during the year.

No other equities in any of the entifies within the consolidated entity were acquired by or issued to employees during the year in relation to any other
ownership-based remuneration schemes.

23. SUBSEQUENT EVENTS

No significant events occurred betwsen 30 June 2004 and the date of this report.

2004 2003
24. EARNINGS PER SHARE $ 3
The following reflects the income and share data used in the
calculations of basic and diluted eamings per share:
Net profit!{loss) 2A77 484 {1,638,702}
Earnings used in calculating basic and dilufed eamings per
share 2,477,484 (1,539,702}
Number of Number of
shares shares
Weighted average number of ordinary shares used in
catculating basic eamings per share 96,664,664 62,264,084
Effect of dilutive securities:
Share options 7,204,414 -
Adjusted weighted average number of ordinary shares used
in calcutating dituted samnings per share 103,869,078 §2,264,084
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25. DIRECTOR AND EXECUTIVE DISCLOSURES

{a) Details of Specified Directors and Executives

i Specified directors

John [ McGrath Chairman {non-executive)

Martin U Hoffman Uirector {non-executive}

Martin P Howel: Uirector and Chief Technical Officer - resigned as Direcfor on 13 November 2003
Alasdair Macleod Disector {non-executive}

Stephen Rue Girector {(non-executive) - appointed 29 August 2003

Sam R White Girector {non-execufive)

Mark A Webster Uirector {non-executive) - resigned 29 August 2003

{#) Specified exsculives

Simon Baker Chief Executive Officer
Shaun DiGregorio National Sales Manager
Christine Vudovic Chief Information Officer
William Spring Chigf Financial Officer

{bj Remuneration of Specified Directors and Executives
{f Remunaeration Policy

The Remuneration and Nomination Committee of the Board of Directors of realestate com.au Limited is responsible for defermining and reviewing
compensation arrangements for the direclors, the chief execulive office and the execufive team. The Remuneration and Nomination Committee
zssesses the appropriateness of the nature and amount of emoluments of such officers on a periodic basis by reference to relevant employment market
place condifions with the overall obiective of ensuring maximusm siakehoider benefif from the refention of a high quality board and executive team.

To assist in achieving these objectives, the Remunerafion and Nomination Committee links the nalure and amount of execufive directors’ and officers’
emoluments fo the company's financial and operational performance.

in addifion, ali executives are enfitled fo annual bonuses payable upon the achievement of annual corporate profitability measures.

The current empicyment agreement with the Chief Executive Officer has a three month written notice period. i the company ferminates the agreement,
the company wilt pay the Chief Execufive Officer amount of bonus eamed up until the date of departure.
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{c) Remuneration of Specified Directors and Specified Executives

Primary Post Empioyment Equity Totzl
Salary & Fees Cash Bonus  Superannuation Options
Spaecified Directors
John [ McGrath
2004 180,006 - 8,060 - 168,000
2003 27,500 - 2475 - 24,875
Martin P Howel
2004 138,000 17,500 13,895 B,047 175,542
2003 127,500 11,180 12,479 16,918 1682 058
TOTAL
2004 238,000 17,500 22,945 B,047 284,542
2003 155,000 11,180 14,854 16,918 162 433

Directors’ fees are paid only fo independent or executive directors. Al other directors, not belng indspendent, did not recelve any director’s fees
during the financial period or the corresponding comparative period.

Frr purposes of the Directors’ Report, Martin Howell has been Included as a specified director. Mr Mowelt resigned as a director on 13 November
2003, and remains an executive of the company. The amounts received by Mr Howell relate solely to his employment as an executive of the
COmpany.

Primary Past Employment Equity Total
Othier
ffonetary
Salary & Fees  Cash Bonus Benefits Superznnuation  Options Shares
Specified Executives
Simon Baker - Chief Executive Dfficer
2004 311,881 - 15,104 18,716 - 158,518 505,247
2003 258,000 - - - - 218,335 476,335
Shaun D Gregorio - National Sales Manager
2004 87,083 46,200 - 11,686 3828 - 148,805
2003 80,000 31,833 - 16,085 8,548 - 128,447
William Spring - Chief Financial Officer
2004 126,000 24 6060 - 13,014 8,047 - 163,861
2003 103,750 13.375 - 10,541 10,918 - 138,585
Christing Vufovic - Chisf Information Cfficer
2004 123771 27,560 - 13,614 - - 164,885
2003 - - - - - -
TOTAL
2004 842,735 98,360 15,104 57,340 4873 158,518 932 658
2003 441,758 45208 - 20,606 17,468 218,335 743367
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{d} Option Holdings of specified directors and specified executives

Balance at Granted ag Options  Balanceatend of  As 2t 30 June
beginning of  Remuneration  Exercised pariod 2004
petiod
Vasted and
1 Juby 2003 30 June 2004 Exervisable
Specifiad Directors
Martin P Howelt 250,060 - - 250,000 75,000
250,600 - - 250,000 75,000
Specified Executives
Simon Baker 800,000 - {80G.060) - -
Shaun DiGregoric 156,000 - - 150,006 45,000
Witliam Spring 250,000 - - 250,006 75,000
TOTAL 1,208,080 . {860,608} 460,600 120,608

{ej Sharsholdings of Specified Directors and Specified Executives

Shares held in reafesiate.com.au Limiled Balance 1 July  Granfedas  OnExercise Net Other Change Balance 30 June
{rumber} 20603 Rermunsration  of Dptions 2004
Specified Directors

John D MeGrath 2,339,086 - - - 2,030,088
Sam R White 14,528 817 - - {63,000} 14,668,817
Specified Exscutives

Simon Baker 2,086,060 803,500 840,000 {45,000} 3,838,500
Martin P Howslt 3,103,966 - - {857,047} 2,248,858
TOTAL 21,851,808 803,500 BOG,060 {862,047) 22,453,262

Unless listed above, direciors or specified execufives do not hold shares or options in the company.

Consolidated realestate.com.au Limited
26.  AUDITORS REMUNERATION
Amounts received or due and receivable by Emst & Young for. 2004 2003 2004 2003
— an audi or review of the financial report of the entity and
any other entity in the consolidated entity 65,040 53,500 - -
- other assurance services 44,475 - . -
- other services in relation to the entity and any other entity
irs the consolidated enfity 45,800 4,200 - -
155,315 57,700 - -

The fees paid fo the auditors for assurance services relate to due diligence and tax advice on the purchase of property.com.au Ply Limited. Other services
relates to tax advice.
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27. IMPACT OF ADOPTING AASE EQUIVALENT TO IASB STANDARDS {AASB 1047}

The company has commenced transitioning its accounting polices and financial reporting from current Australian Standards to Australian
equivalents of Intemnational Financial Reporting Standards (IFRS). The company has allocated internal rescurces fo conduct impact
assessmenis to isolate key areas that will be impacted by the transifion fo IFRS. As 2 resulf of this review, the company has graded
impact areas as being sither mediom or low. As the company has a 3G June 2004 year end, priority has been given fo considering the
preparation of an opening balance sheet in accordance with AASE equivalents lo IFRS as at 1 July 2004, This wili form the basis of
accounting for Australian equivalenis of IFRS in the fulure and is required when the company prepares ifs first fully RS compliant
financial report for the year ended 30 June 20608, Set ouf below are the key areas where accounting policies will change and may have an
impact on the financial report of the company. Af this stage, the company has nof been able fo reliably guantify the impacts on the
financial report.

Goodwill

Under AASR 3 Business Combination goodwill will no longer be able fo be amortised buif instead will be subject fo annual impairment
testing. This will resuit in a change in the group’s current accounting policy which amortises gondwill over its useful life but not exceeding
26 years. Under the new policy, amortisation will no longer be charged. Goodwili will be written down to the extent it s impaired. Reliable
esfimation of the future financial effecis of this change in accounfing policy is impracicable because the condifions under which
impairment will be assessed are not yet known,

impairment of Assels

Under AASE 136 Impaimnent of Assels the recoverable amount of an asset is defermined as the higher value |ess costs to sell and value
in use. This will result in a change in the group’s custent accounting policy that determines the recoverable amount of an asset. Under the
new policy it is likely that impairment of assets wilt be recognised sooner and that the amount of wiite-downs will be greater. Reliable
esfimation of the future financial effecis of this change in accounfing policy is impracicable because the condifions under which
impairment will be assessed are not yet known.

Share based payments

Under AASB 2 Share based Payment, the company will be required fo defermine the fair value of options issued to employees as
remuneration and recognise an expense in the Statemeni of Financial Performance. This standard is not limited o options and also
extends to other forms of equity-based remuneration. 1t applies fo all share-based payments issued after 7 November 2002, which have
ot vested as 8 1 January 2005, Where the company has share based payment in fufure, this will result in the recognition of an expense.
Reliable estimation of the future financiat effects of this change in accounting policy is impracticable as the details of {uture equify based
remuneration plans are Unknown.

fncome taxes

Under AASE 112 fncome Taxes, the company will be required fo use a balance sheet Hability method, which focuses on the fax effects of
transactions and other events that affect amounts recognised in sither the Statement of Financial Position or a tax-based balance sheef.
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28. RELATED PARTY DISCLOSURES

Directors

The direciors of realesiate.com.au Limited during the financial year wers:

Mr Alasdair MacLeod My Martin P Howsll
Mr dohn D McGrath Mr Mark A Webster
Mr Martin P U Hoffman Mr Sam R White
Mr Stephen P Rue

Wholly-owned group transactions
{oans

Daring the financiat year, the company was repaid $2,053,857 (2003: borrowed $565,274) of the interest free loan funding made to ifs wholly owned
subsidiary Netwide Solutions Pty Limited. The balance of this loan at 30 June 2004 was $18,394,172 (2003; $20,448,029). A provision of $18.412,944
{2603: $18,920,389) has been raised against this infercompany ioan.

{uring the year, the company purchased the shares of property.com.au Pty Limited through the issue of 8 million shares at 75 cents gach. As part of
the transaction, a loan of $3,000,000 was repaid and costs associated with the acquisifion of $185,828 were paid.

Other related party transactions
Purchases

During the year, the company uffised advertising services of News Limited fo the value of §1,183,635 (2003; $211,423} on normal commercial {erms
and condifions. In addition the company paid commission fo News Limeed and its related entities to the value of $713,995 (2003 $286,830).

During the year, the company utilised the services of Ninemsn Ply Limited fo the value of $89%,000 (2003; i) on normal commercial terms and
condifions.

Loans

At the start of the financial year, News Limited, an associate of realestate.com.au Limited, was owed an amount of $750,000 by realestate com.au
Limited. This amount was subject ip interest af the 30 day bank bill rate plus one percent. During the year realestale. com.au Limited paid inferest of
$21,031 {2003; $44 234) to News Limited in relation fo this Ioan. This foan was converted o equity af the option of the lender, as specified in the Inan
gocument.

Director transactions

Daring the year the directors incurred expenses in connection with camying out their dulies as directors. Where these expenses were reasonable and
business related, the company reimbursed them in full,

Ultimate parent
The ultimate parent enfity is realestate.com.au Limited.
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29, FINANCIAL INSTRUMENTS {cont'd)

{h} Net fair values
All financial assets and Habilities are stated at their carrying amounts that are not materially different from their fair values.

(il The following methods and assumptions are used fo deferming the net fair values of financial assels and liabilities

Recognised financial instruments
Cash, cash squivalents and shor-term investments. The carmying amount approximates fair value because of their short-term {o mafurity.,

Trads receivables, trads credifors and dividends receivable. The carrying amount approximates fair value.
Shoriterm bormowings: The carrying amount approximates fair value because of their shor-term fo maturity,

Long-ferm bank borrowings and debenfures: The falr values of long-term borrowings are esfimated using discounted cash flow analysis, based on
current incremental borrowing rates for similar types of borrowing arrangements.

{c} Credit risk exposures

The consolidated entify's maximum exposures to credit risk af balance dale in refation to each class of recognised financlal assets, other than
desivatives, is the carrying amount of those assets as indicated in the balance sheet.

Concentrations of credi risk
The company minimises concenfrations of credit risk in relation fo trade receivables by undertaking fransacfions with a large number of customers,
30. SEGMENT INFORMATION

The company predominately operates in one business segment, providing media services fo the real estate refated industries. These aclivities are
conducted entirely within Ausiralia.

31. CONTINGENY LIABILITIES

Various claims arise in the ordinary course of business against realesiate com.au Limited and its subsidiaries. The amount of the lizbility {if any) at 30
June 2004 canno! be ascestained, and the parent entity believes that any resulting liability would not materially affect the financial position of the group.
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Directors' Declaration

tn accordance with a resolution of the direciors of realestate.com.au Limiled, | state that

in the opinion of the directors:

{a) the financial statements and notes of the company and of the consolidated entity are in accordance with the
Corporations Act 2601, including:

(i} giving a true and fair view of the company's and consolidated entity's financial position as at 30 June 2004 and
of their performance for the year ended on that date; and

{ii} complying with Accounting Standards and Corporations Reguliations 2001; and

{h) there are reasonable grounds 1o believe that the company will be able o pay is debts as and when they become due
and payable.

On behalf of the Board

Mr John D McGrath
Cirector

Sydney, 29 September 2004
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Independent Audit Report

independent audit report 1o members of realestate.com.au Limited

Scope

The financiaf report and directors’ responsibiity

The financial report comprises the statement of financial posifion, statement of financial performance, statement of cash flows, accompanying noles (o the
financial statements, and the directors’ declaration for realestate com.au Limited and the consolidated entity, for the year ended 30 June 2004, The
consolidated entity comprises both the company and the endifies it confrolied during that year.

The direciors of the company are responsible for preparing a financial report that gives a frue and fair view of the financial position and performance of the
company and the consolidated entity, and that complies with Accounting Standards in Australia, in accordance with the Corporafions Act 2001, This
includes responsibility for the maintenance of adequate accounting records and internal controls that are designed to prevent and detect fraud and error,
and for the accounting policies and accounfing estimates inherent in the financial report.

Audit approach

We conducied an independent audit of the financial report in order fo express an apinion on i fo the members of the company. Qur acdit was conducted
in accordance with Australian Audifing Siandards in order fo provide reasonable assurance as fo whether the financial report is free of material
misstatement. The nature of an audit is influenced by factors such as the use of professional judgement, selective testing, the inheren! limitations of
indernal confrol, and the avaitability of persuasive rather than conclusive evidence. Theredore, an audit cannot guaraniee that all material misstalements
have been delected.

We performed procedures fo assess whether in all material respects the financial report presents fairly, in accordance with the Corporations Act 2001,
including compliance with Accounting Standards in Australis, and other mandatory financial reporting requirements in Australia, a view which is consistent
with our understanding of the company's and the consolidated entity's financial position, and of iis pesformance as represented by the results of its
operations and cash flows.

We formed our audit opinion on the basis of these procedures, which included:
. examining, on a test basis, information to provide evidence supporting the amounts and disciosures in the financial report, and

. assessing the appropriateness of the accounting poficies and disclosures used and the reasonableness of significant accounting esfimates
made by the directors.

While we considered the effectiveness of management's internal controls over financial reporting when determining the nature and exient of our
procedures, our audit was not designed fo provide assurance on internal controfs,

We performed procedures fo assess whether the subsiance of business transactions was accuralely reflected in the financial report. These and our other
procedures did not include consideration or judgment of the appropriateness or reasonableness of the business plans or sirategies adopted by the
directors and management of the company.

independence
We are independent of the company, and have met the independence requirements of Australian professional efhical pronouncements and the
Corporations Act 2001,

Audit opinion
Iy our opinion, the financial report of realestate.com.au Limited is in accordance with:
{a} the Corporations Act 2001, incleding:

{i} giving a true and fair view of the financiat position of realestate com au Limited and the consolidated entify at 30 June 2004 and of
their performance for the year ended on that dale; and
{i) complying with Accounting Sfandards in Austratia and the Corporations Regufations 2001, and
(b} other mandatory financial reporting requirements in Ausfralia,
£mst & Young
Don Brumiey
Partner
Melbourne
Date 2004
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ASX Additional Information

{a) Statement of shareholdings as at 21 September 2004

Ordinary Shares
Hokding range Name of 20 largest shareholders Fuly paid
No. of No. of shares held % hokd
hoiders '

108,081 or more | News Limited 43504 581 4108

{Top 20} Songpan Pty Limited 14568817 1369
RP Data Limited 8000000 752
Ninermsn Pty Limited 5,165,000 485
Mr Simon Timothy Baker 2312000 217
Sabreguard Ply Limited 2183475 206
Merrill Lynch (Australia} Nominees Lid 2,181,285 205
Hightand Endeavours Piy Limited 2,096,859 197
Fondorru Pty Limited 1988086 188
invia Custodian Pty Limited (Black Alc) 1,880.442 178
Westpac Custodian Nominees Limited 1852781 174
National Ski Pty Limited 1,465,906 138
STH Hoidings Pty Limited 1,038,506 0g7
Clarke Computers Pty Limited 1,0600,00G 064
Andrew Pater Jamson 1000006 (.64
Sanben Superannuation Pty Limited 818,750 0F7
Equity Trustees Limited 700 072
Effie Holdings Pty Limited TH0.000 070
JFT Investmenis Pty Limited 850,505 082
Deadine Group Pty Lid {Coulson Super 307 87 024
Fund Alc)

104,081 or more 3B 85R43.324

10,001 - 108,060 &0 6,727 048

5,081 - 10,000 «&7 1. 806,888

1,081 - 5,000 363 1118558

1- 1,006 95 78551

Total 421 108424865

Number of

shareholders

hoiding less than

a marketable ¢ 3904

parcel

Al ordinary shares (whether fully paid or not) carry one vole per share without resfriction.
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Corporate Governance Statement

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

Name Position Period in Office at 30 June
2004

Mr John D McGrath Chairman, Non-execufive 3 years, 9 months

Mr Martin B U Hoffman Non-executive director 1 year, 3 months

Mr Stephen P Rue Non-executive dirsctor 10 months

Mr Sam R White Non-executive director 1 year, 10 months

Mr Alasdair Macleod Non-executive direcior 1 year, 4 months

Corporate Governance and Best Practices

The Board of Directors of realestate.com.au Limited is responsible for the corporate governance of the consolidated enfify. The Board guides and
moniors the business and affairs of realestate.com.au Limited in behaf of the shareholders by whom they are elected and fo whom they are
accountable.

Iy March 2003, the Australian Stock Exchange released the ASX Corporate Governance Council's "Principles of Good Corporate Governance and Best
Practice Recommendations” {the Recommendations). In accordance with the ASX Listing Rules [Rule 4.10.3), the Corporate Govemance Statement
must report on the company's adoption of the Council's best practice Recommendations on an exception basis, whereby disclosure Is required of any
Recommendations that have not been adopted by the company, together with the reasons why they have nof been adopted.

realestate.com.au Limited's corporate governance practices, based on the ASX Recommendations, have been developed during the last financial year,
8y June 2004 these practices were operating in the managament of the company for all practical purposes, with the exceptions noted below. Formal
adoption of these Recommendations by the directors of was made immediately following the end of the reporting period.

reatestate.com.au Limited complies with 25 of the 28 recommendations laid down in the Recommendations.
The three Recommendations that company has not adopted (the reasons why are explained below) are;
Recommendation 2.1 A maiority of the board should be independent directors.

Recommendation 4.3 The Audit Committee should comprise a majority of independent directors and shouid be chaired independently, not by the Board
Chalman.

Recommendation 8.1 Disclose the process for performance evaluation of the board, its committees and individua! directors, and key executives.
Structure of the Board

The primary objective of the Board of Directors Board of realestate.com.au Limited is to buidd fong-term shareholder value with due regard o other
stakeholder inferests. |t does this by sefting strategic direction and context, such as the company's mission, vision and values, and focusing on issues
critical for its successful execution such as staffing, performance, and risk management. The Board is also responsible for overseeing the company's
corporate governance framework,

The skills, experience and expertise relevant to the position of director held by each director in office af the date of the annual report is included i the
{irectors” Report on page 3. Directors of realestate.com.au Limited are considered 1o be independent when they are independent of management and
free from any business or other relationship that could materially interfere with — or could reasonably be perceived to materially interfere with - the
exercise of their unfeftered and independent judgement.

Iy the context of director independence, "materiality’ is considered from both the company and individual director perspective. The determination of
materiality requires consideration of both quangiative and qualitative slements. An item is presumed to be quanfitatively immaterial if i is equal to or less
than five percent of the appropriate base amount. It is presumed fo be material {uniess these s qualifative evidence fo the contrary) if # s equal fo or
greater than ten percent of the appropriate base amount. Qualitative factors considered fo inciude whether a relationship is strategically importany, the
competifive landscape, the nature of the relalionship and the contractual or other arrangements governing it and other faciors which point to the actual
ability of the director i question to shape the direction of the company's loyally.

Il accordance with the definiion of independence above, and the materiality thresholds set, Mr John McGrath, Chairman of realestate com au Limited is
considered to be independent,

The Council's Recommendation 2.1 requires a majority of the board fo be independent direciors. Due 1o the size of the company, and the skategic
relationships, the directors have determined that it is inappropriate fo increase the number of directors to the size where there can be a majority of
independent direcfors. However, this decision does not limit the size of the board, nor preclude the appoiniment of additional independent directors in
the future.
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The Company has no formal board Jcommittee/director evaluation process af present,

The Hoard considers the sppointment or retirement of direclors, where appropriate, and with regard 1o the size of the Company. Each direcior has the
right {0 seek independent professional advice at the Company's expense. The Board's prior consent 1o obtaining such advice is required. The direcfor
concerned does nof participate in the decision. The Board has two formally constifuted committees, the Audit Risk and Compiiance Commitiee and the
Remuneration and Nomination Commitfee.

Audit Risk and Compliance Committee

The Board has established an Audit Risk and Compliance Committee that operates under a charter approved by the Board. It is the Board's
responsibitity fo ensuse that an effective internal control framework exists within the enfily. This includes internal controls fo deal with both the
effectiveness and efficiency of significan! business processes, the safeguarding of assets, the maintenance of proper accounting records and the
reliability of financial information as well as non-financial considerations such as benchmarking of operational key perdormance indicators. The Board
has delegated the responsibility for the establishment and maintenance of a framework of internal conirol and ethical standards for the management of
the consolidated enfity to the Audit Risk and Compliance Committee.

The committee also provides the board with addifional assurance regarding the refiability of financial information for inclusion in all financial reporis. Al
members of the Audit Risk and Compliance Commiftes are non-executive directors. It is not possible, with the present composition of the Board, fo have
a majority of independent directors comprising membership of the Audit, Risk and Compliance Committee. The Chalrman is the sole independent
director and consequently has been slected fo chair the Committes

The members of the Acdit Risk and Compliance Committee dusing the year were;
Mr John D McGrath - Chairman

Mr Martin P U Hoffman

Mr Stephen P Rue (appointed 29 August 2003}

Mr Alastair Macleod {ceased 28 August 2003}

Quatifications of Audit Risk and Compliance Commilies members

Mr John D McGrath is one of Australis’s leading real esiate agenis, having considerable experience in the real estate industry. He siarted McGrath
Lsiate Agents in 1988, now Australia’s largest privately owned real estate group.

Mr Stephen P Rue, the Chief Financial Gfficer of News Limited, has extensive financial expertence in financial aspests of the media industry and the
accounting profession.

Mr Alastair Macleod has held senior management positions i Australia and, before that, in the UK in infernet related media and city and community
NeWspapers.

Mr Martin P U Hoffman has held senior magazine and online media management posifions currently as the Chief Executive Officer of ninemsn Ply
Limited and before that at John Fairfax Holdings Limited.

for detafls of e number of meetings of the Audit Risk and Compliance Committes held during the year, and the attendees at those mestings, refer o
page 8 of the Direclors' Report,

The company, at least annually, meets with the exiernal suditors fo discuss the results of thelr work, fee arrangements and other work performed. to
ensuse that the auditor remains independent at all imes, alt non audit work is authorized by the Audit Risk and Compliance Commitise.

Remuneration and Nomination Committes

The Board has established a Remuneration and Nomination Committee, which meets at least once annually, fo ensure that the Board confinues to
operate within the established guidelines, including when necessary, selecting candidates for the position of director. The Remuneration and Nomination
Commiftes comprises non-executive directors. This Committee comprised the following members,

Mr John D McGrath - Chairman

Mr Sam R White

Mr Alzsdair MacLeod {appointed 29 August 2003)
Mr Mark A Webster {resigned 23 August 2063)

£or details on the amount of remunieration and ali monetary and non-monetary components for each of the five highest paid executives during the year
and for all directors, refer to page 7 of the Direclors’ Report. in relation {o the payment of bonuses, options and other incentive payments discretion is
exercised by the Board, having regard to the overall performance of the company and the performance of the individual during the period.

There is no scheme o provide refirement benefits, other than statutory superannuation, to non-executive directors.

The Remuneration and Nomination Committee is responsible for establishing and mainfaining an appropriate framework for remuneration issues within
the company. This function includes:

« defermination of remuneration policies;
« the delermination of execufives’ remuneration based on individual performances and the financial and operating pesformance of the company

£or detafls on the number of meetings of the Remuneration and Nomination Committee held during the year and the aftendees at those meetings, refer
{0 page 8 of the Directors' Report.
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Statement by Chief Executive Officer and Chief Financial Officer
The Chisf Execufive Officer and the Chief Financial Officer have stated, in writing, fo the Board that;

aj For the year ended 3G June 2004, the financial statements comply with Australian Accounfing Standards as required by Seclion 286 of the
Corporations Act and give a frue and fair view, in all material respects of the holding company and the consolidated group at that date

b} during the period betwsen 1 January 2004 and 30 June 2004, a review as carried out of operational and financial risks. Any deficiencies were
rectified, and procedures were established fo ensure that controls continue to operate at the required levels.

£} At and subsequent fo 30 June 2004, no changes or other matters have arisen that would have a material effect on the operation of risk management
and internat compliance and control systems of the company and consolidated entity

Ethical Standards

The Directors and other empioyees are expecied to act lawfully, in a professional manner, and with the utmost infegrity and objectivity in their dealings
with clients, confractors, candidates and competifors, the community and each other, striving at all times fo enhance the reputation and pesformance of
the company.

Dealings with Shares

Directors and employees of the company are generally not permitted to deal in shares of the company in the period between the end of the financial halt
or full year up untll the release of the financial information relating to that period. Directors and employees of the company are prohibited from dealing in
the company's shares at any fime whilst in possession of price sensifive information.

Shareholders

The Board of Directors of the company aims fo ensure that the shareholders are informed of all major developments affecting the Company's state of
affairs. Information is communicaied fo sharehoiders as follows:-

« the Annual Report is distributed fo all sharehoiders and includes relevant information abou! the operations of the company during the year,
changes in the siate of affairs of the company and defails of futore developments, in addition fo other disclosures required by the
Corporalions Law,

« announcements are made to the Australian Stock Exchange in respect of annual and half-yearly resulis and on other occasions when the
company becomes aware of information that might materially affect the price of its units, and

«  ihe use of the website www realestale com.au fo publish releases by the company.
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Independent Audit Report to members of realestate.com.au Limited
Scope
The financial report and directors responsibility

The financial report comprises the statement of financial position, statement of financial
performance, statement of cash flows, accompanying notes to the financial stafements, and the
directors’ declaration for realestate.com.au Limited and the consolidated entity, for the year ended
30 June 2004. The consolidated entity comprises both the company and the entifies it controlied
during that year.

The directors of the company are responsible for preparing a financial report that gives a true and
fair view of the financial position and performance of the company and the conselidated entity, and
that complies with Accounting Standards in Australia, in accordance with the Corporations Act
2001. This includes responsibiiity for the maintenance of adequate accounting records and internal
controls that are designed to prevent and detect fraud and error, and for the accounting policies and
accounfing estimates inherent in the financial report.

Audit approach

We conducted an independent audit of the financial report in order to express an opinion on it to the
members of the company. Our audit was conducted in accordance with Australian Auditing
Standards, in order to provide reasonable assurance as to whether the financial report is free of
material misstatement. The nature of an audit is influenced by factors such as the use of
professional judgement, selective testing, the inherent limitations of internal control, and the
availability of persuasive rather than conclusive evidence. Therefore, an audit cannot guarantee that
all material misstatements have been defected.

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

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

. examining, on a test basis, information fo provide evidence supporting the amounts and
disclosures in the financial report, and

. assessing the appropriateness of the accounting policies and disclosures used and the
reasonableness of significant accounting estimates made by the directors.

While we considered the elfectiveness of management’s infernal confrols over financial reporting
when determining the nature and extent of our procedures, our audit was not designed to provide
assurance on infernal controls.
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We performed procedures to assess whether the substance of business fransactions was accurately
reflected in the financial report. These and our other procedures did not include consideration or
judgement of the appropriateness or reasonableness of the business plans or strategies adopted by
the directors and management of the company.

Independence

We are independent of the company, and have met the independence requirements of Australian
professional ethical pronouncements and the Corporations Act 2001,

Audit opinion

In our opinion, the financial report of realestate.com.au Limited is in accordance with:
(a) the Corporations Act 2001, including:

(1) giving a true and fair view of the financial position of realestate.com.au Limited and
the consolidated enfity at 30 June 2004 and of their performance for the year ended
on that date; and

(i1} complying with Accounting Standards in Australia and the Corporations Regulations
2001; and

(b} other mandatory financial reporting requirements in Australia.
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Emst & Young

Don Brumiey
Partner
Melbourne, Australia

Dated this 29" day of September 2004



