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highlights of performance -
our results at a glance

Year o Yearto  Percentage
31 December 2003 31 Decamber 2002 increass

Revenue $24.70 million $23.54 mitfion 5%
Net profit $5.349 million $2.274 mifion 135%

Cashheldatend of year  $15.372 miflion $12.074 mition 27%

Earnings per share 4.2 cents pér. share 1.8 cents per share 133%
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chairman’s review

The resulis for the year ended 31 December 2003 show:
s revenue from ordinary activities of $24.699 milion and

s nat profi after tax of $5.349 mifion.

These results indicate an increass of 5% in revenues over the corresponding period
last year. After alfowing for a change in accounting policy for the recognition of revenue
in 2002 this increase on a ke for like basis measures 13.6%.

The increase in profit over the last year is 135%. Once again after aflowing for the
change in accounting policy, the increase in profit for 2003 compared to 2002, is an
increase of 321%.

The financial stccess resulting from our focused approach o running your company
has enabled us o compiste the acquisition of the strategically important Australian,
New Zealand and UK operations of Advanced Professional Solutions {APS) in January
2004, APS is in the business of designing, developing and licensing state-of-the-art
practice management, tax and professional client accounting software products for
professional accouniing fums. APS supplies over 5G% of Australias top 100
accounting practices, 60% of New Zeatand's top 30 firms and over 10% of the UK's
top 100 firms. The strategic logic for the acquisition was to meet the demand of
accountants for praclice management software that integrates smoothly with our
products, 1o enjoy the additional revenue streams and profits from the existing APS
business, and to leverage the APS business into new markeats, most notably the small
and medium sized accounting firms.

While this acquisition was one of the highlights of 2003, there were several others. These are
detaied efsewhere inthe report but § would be remiss of me if | did not draw attention to:

s the successiul launch of QuickBooks Enterprise, an accounting soclution for
medium-sized businesses of between 20 and 150 staff



-

f V7




8 | chairman's review

« the release of QuickBooks 2003 — which means Australian customers now have
the same version of QuickBooks that their counterparis have in the United States,
from Intuit

s the addition of an cutsourced payroli {Payrall Services) offering 1o our stand-alone
payroll product (Payroll Premier) and an integrated payroll product {integrated in
QuickBooks)

s the integration of QuickBooks Foint of Sale — one of the leading front-to-back
solutions for retailers in Australia — with QuickBooks Pro 2003 (for businesses with
tess than 20 employees) and QuickBooks Enterprise (for businesses with more than
20 and up o 150 employees)

s the successful release in November of the Quicken suite of products for 2004 -
Quicken Perscnal, Cashbook Home & Business, Quicken SharsAnalyser,
Quick.Broker and Market Monitor

The successiul launch and release of thase products and services leaves Reckon
Limited well positioned to grow in our existing markets and to expand into new
markets in 2004,

Finally, } am pleased to report that subiect o approval of a special resolution by the
sharehoiders at the Annual General Meeting on 25 May 2004, the board recommends
the payment 1o shareholders of a return of capital of thres cents per share (all shares
treated equally). The proposed record date for the return of capital is 1 June 2004 and
payment wilt be made not before 14 Jduly 2004,

r G Tomlinson
Chairman
Sydney, 15 March 2604
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ceo’s review

The past year has been a rewarding and challenging period for Reckon Limited.

We have had the satisfaction of releasing new products and services on time and on
budget throughout the vyear and, just before the end of the financial-year, we
announced the acauisition of Advanced Professional Services (APS).

Pm pleased about this acguisition for three reasons.

Firstly, on many of our roadshows, accountants ofien ask these two guestions:
“When will someone come up with some decent praclice management softwars?”
and “When will QuickBooks integrate with my practice management software?”

t can now answer by saying that the practice managernent software developed by APS
is not only the best in the market, # will also integrate seamiessly with both QuickBooks
and with competitor's products.

The quality of the APS suite of products can be measured by the fact that in the three
key markets in which it operates — the United Kingdom, New Fealand and Austrafla —
it has over 20,000 users in accounting practices and professional services firms.

Secondly, the acquisition of APS offers our customers and our staff more choice. As
APS will be operated as a separate division within Reckon Limited, staff of Reckon will
be offered wider scope for advancement and our customers will be offered a wider
choice of products and services in 2004,

Thirdly, the acquisition will enable us to capture a major share of the $120 million pius
market for practice management software licensing and maintenance in Australia, New
Zegland and the United Kingdom.
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APS already supplies over 50% of Australia’s top 100 accounting praciices, 80% of
New Zealand’s top 30 firms and over 10% of the top 100 firms in the United Kingdom.

In its most recent resuits announcement, APS significanily exceeded its revenue and
profit targets for the 12 months to 30 June 2003. Revenue for the year was up 42%
on the previous year, recurring maintenance revenue increased by 54% and fuil year
sades growth was up by 45% across the group and by 68% in Australia.

The practice management market is just one of several we will be focusing on in 2004.
Others include self-managed superannuation, small office / home office, the market for
medium-sized businesses, enterprise-sized businesses, payroll and point-of-sale.

There are over 280,000 seif-managed superannuation funds in Australia. These funds
are growing in popularity due to the liberalisation of self managed superannuation
legisiation and the growth of web based tools for individuals to encourage more active
participation in the investment markets. Cur own combined package of Quicken
Personal, Quicken SharcAnalyser, Market Monitor and Quick.Broker provide such
fools, with over 200,000 customers.

Of ali smal-to-medium enterprises (SMES) in Australia, more than 440,000 fall into the
smail office / home office (SOHO) category according to the Australian Bureau of
Statistics (ABS).

We have long-established products such as CashBook, QuickBooks Lite and
QuickBooks Smali Business that cater for their needs.

For medium-sized businesses in Australia, we have products such as QuickBooks Plus
and QuickBooks Pro. Unlike SOHOs, these businesses have saveral employees and
payroll management is an important part of their business software requirements.
Payroll is now a fully integrated feature of QuickBooks Plus and above.
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For the many small and medium businesses iooking 1o outsource time consuming and
sensitive functions such as payroll processing, we launched Quicken Payroll Services
in 2003, With a choice of a stand-alone payroll solution, an integrated or an outsourced
sofution, we have products 1o suit the requirements of any business.

Likewise, our Point of Sale solution for retailers, QuickBooks Point of Sale, is available
for small single t# retall outiets to medium tier multi-site retailers alike.

2004 s shaping up as an exciing and dynamic year. But before we get too far info i,
lst’'s not forget the huge effort from the entire staff at Reckon Lid over the past year
Nor shouid we forget the efforts of ouwr most important partners, our Accredited
Trainers and the more than 5000 accountancy firms who recommend our products o
so many of their clients.

Thank you all for your support and feedback, which helped make 2003 our most
successiul year ever interms of revenue, net profit, staff retention, lime to market, cost
reduction, service guality and sharehoider vailue.

Thank you all.

fer

Grag Wilkinson
Chief Executive Officer









16 1 highlights of 2003

highlights of 2003

in March, Reckon Limited announced that it had eamed a maiden profit of $2.27
million on revenue of $23.5 million for the 12 months to 31 December 2002. The
revenue figure was 24% higher than that achieved in 2001.

in March, we held the first of ocur serles of roadshows with events in Melbourne, Perth,
Sydney and Brisbane. These four events affracted over 3,000 small business
representatives and over 1500 accountants.

in March, Reckon Limited and Microsoft unveiled the latest version of Smart Tags for
QuickBooks 2003. This technology alfows users of Microsoft Office XP 1o marry
information from QuickBooks 2003 with Microsoft Word, Excel and Outlook files.

in March, we held the annusal Accredited Trainers’ Conference at the Goid Coast.
Almost 250 accredited trainers attendead the event, our biggest ever conference. At the
conference, we launched the new version of QuickBooks 2003 and we unveiled the
latest version of Smart Tags for QuickBooks.

in Aprii, we released QuickBooks 2003, the first time that a release of the Australian
varsion of this software was concurrent with the US release. For the first time, we also
released a version of this software for accountants. The new feaiures of QuickBooks
2003 included online banking and integrated payroll,

in April, we announced details of the relaunch of our Scftware Developer Program for
QuickBooks and the release of new Software Developers Kit for the Australian, New
Zegland and Singaporean markets.

in May, Australian Personal Computer magazine reviewed QuickBooks 2003 and said:
“The budgeting feature in QuickBooks 2003 is the best we've ever seen in small
business accounting software.” The review also paid tribute to QuickBooks sase of use
by saying: “Even a book keeping novice could find hisfer way around this software
within a short space of time.”
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In May, we held roadshow events in Sydney, Brisbane, Melbourne, Canberra,
Adelaide and Perth.

in June, we released a new version of Payroll Premier, the most widely-used stand-
aione remuneration management system in Australia. New features include recording
and reporting for multiple branches or divisions, recording and reporting for income
sarned overseas and the provision of secure and confidential pay sfips.

in July, we released Quicken Payroll Services, an outsourced payroll solution which
neatly complements our other payrol offerings. Reckon Uimited now has a stand-alone
payrell product Payroll Premier), an integrated payroll product {in QuickBooks) and
now Payroll Services.

in July, The Australian newspaper reviewed QuickBooks Lite and compared it head-
to-head against MYOB's Business Basics. QuickBooks Lite received four out of a
possible five stars while its competitor received only three stars. The review concluded:
“QuickBooks Lite is perfect for managing the finances of very small businesses,
particularty single-person home businesses. For anything targer, you will probably need
QuickBooks or QuickBooks Pro.”

in July, Quicken Personal Plus was road-tested by fcon, which appears in both the
Sydney Morning Herald and Melbourne Age newspapers. With a rating of 4.5 out of a
possible five stars, its rating was superior to that of Microsoft Money 2063 (3.5 stars)
and Nano Accounts (3.5 stars).

in July, Interact Commerce Corporation launched ACTI Link for QuickBooks. This
enables small and medium-sized enterprises 1o infegrate their front office sales funclion
with their back office accounting systems. ACT! Link for QuickBooks allows customer
data to be synchronised between ACT! Contact Manager and QuickBooks Pro 2003,
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In July, we bolstersed our point-of-sale offerings by releasing new retall management
solutions under the QuickBooks banner. Launched five years ago as QuickPOS, the
solution is now kKnown as QuickBooks Point of Sale 2003, One of the major
enhancements was this solution’s integration to QuickBooks Pro 2603 (generally for
businesses with less than 20 employees) and QuickBooks Enterprise {generally for
businesses of 20 employees or more).

in July, we also announced that QuickFuel will now support QuickBooks Pro 2003 for
the first time. QuickFudl 2003 is the only complete point-of-sale, back office and
accounting package for the service station industry,

in August, QuickBooks Enterprise made its debut in the Australian market. Untif the
launch of this product, QuickBooks Pro had been our top-of-the-range product. With
QuickBooks Enterprise, Reckon Limited is now able 1o mest the needs of QuickBooks
customers whose growth has stretched their software to its imits.

in September, we undertock a further series of roadshow evenis in Sydney, Brisbane,
Melbourme, Perth, Adelaide and Hobart.

in November, we released the 2004 version of our Quicken portfolio of products. The
portfolio ncludes Quicken Personal Lite, Quicken CashBook Home & Business,
Quicken Personal Flus and Quicken ShareAnalyser. It is 12 years since Quicken
Personal made its debut in the Australlan market.

in December, we announced the acquisition of leading Accountancy Practice
Management software house, APS. This provides us with the best products in the
category to offer accountants. Our products which will integrate seamlessly with the
products that APS recommend to their clienis to manage their own businasses,



20 1 board of direciors

Geoff Tomiinson BEc age 56, Non-Executive Chairman

Geoff Tomlinson is Chairman of Programmed Maintenance Services Uimited, Funtastic
Limited and was Chairman of Neverfall Springwater Limited {resigned 1 September 2003).
He is Deplty Chalrman of Hansen Technologies Limited and is a director of Amcor Limited,
Mirrabooka Investments Limited and National Austraiia Bank Limited.

GT@Q Wilkinson age 48, Chief Fxecutive Officer

Greg Wikinson has 19 years expetience in the computer softwars indusiry, Greg entered
the industry in the early 1980% in London where he managed Caxton Software, which
became one of the UK's leading software publishers. Greg co-founded Reckon in 1987,
and since that time has been the Chief Executive Officer,

Phil Hayman age 45, Fxecutive Director
Phit Hayman co-founded Reckon in 1887 with Greg Wilkinson. Untit November 2600, Phil
spert 12 years as the company’s Finance Director during ifs start-up and growth phases.
in February 2001, Phil rejoined the company as its Logistics Manager.

John Thame AAIBF FCPA age 62, Non-Executive Director
John Thame has over 30 years experience in the retall financial services industry. He was
Managing Director of Advance Bank Limited from 1986 uril it merged with St George Bank
Limited in January 1997, and held a variety of senior positions in his career with Advance.
John was Chairman of the Trust Company of Australia Limited {retived 17 July 2003}, is
Chairman of Abacus Property Trust Group Limited, Director of St George Bank Limited and
AWEB Limited. John is Chairman of the Board's Audit Committee.

Fred Tinker age 50, Non-Executive Director
Fred Tinker has been with Intult Inc. for 8 years and is currently the Director of Corporate
Alliances. Intuit Inc has licensed to Reckon the rights o ocalise, manufacture and distribute
the Quicken range of personal and financial management software and also the rights to
the www.quicken.com.au website. Fred curently manages this relationship and has
previously held several Financial positions |, including Director of International Finance,
Director of Financial Planning and Analysis and CFO of VESC, an internal start up at Intuit,
Fred spent the previous 12.5 yvears at Apple computer in various Financial management
roles, with the last 4 ai its subsidiary Claris, where he was the Vice President of Finance.
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corporate governance statement

The Company is governed on behalf of the sharehoiders by its Board of Directors
through the management which the Board oversees. The Board is responsible for
eNsurng appropriate control mechanisms and corporate governance practices are in
place and that the Company operates in accordance with the appropriate iaws,
regulations and principles to fulfil its responsibilities.

(a) The Board

Al present, the Board comprises five mambers, including the Managing Director of the
Company, one other Executive Director and three non-executive members. Details of
the directors are sef out on page 20 if this annual report. The Chairman of the Board,
Mr G. Tomilinson, is a non-exscutive director, The non-execuiive directors ensure that
2l issues that come before the Board are considered in an impartial manner, and from
a varety of perspectives. The criteria for directorship and the directorial election
process are set out in the Company's constitution. The directors intend to periodically
review the composition of the Board to ensure that members have the desired breadth
of experience and expertise to govern the Company effectively. A pro forma directors
code of conduct was formally adopted in 2003 in order to meet the reguirements of
the ASX Principies of Good Corporate Governance of March 2003 {"the ASX
Governance Principles™.

(b) Board Procedure

The Board met nine fimes during the 2003 financial year. 1t is the view of the Beard that
sach member should be involved in all aspects of corporate governance. However, it has
established an Audit Committee consisting of John Thame and Geoff Tomlinson,
independent non-executive directors. The terms of reference of the committes are fo
review and monitor all financial, risk management and compliance policies. The terms of
teference for the Audit Commities were formalised in a Charter in 2003 to medt the
requirements of the ASX Governance Principles. Because of the relatively small size of the
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Beard, the Audit Committes is the only commitiee of the Board, and the Board is able to
deal with issues which in other larger enterprises may nomnally be delegated 1o
commitiees. In these circumstances, The Board does not have a Remuneration
Commitiee. Accordingly, the non-executive direciors supervise the development and
implementation of the Company’s Remuneration Policy including the operation of the
Option Plans, and review the performance of the Executive Directors and senior
execuiives. In addition the non-executive directors consider and approve paymenis of
bonuses. The Board is responsible for the Company’s system of internal conbrols. |
constantly monitors the operational and financial aspects of the Company’s activities and,
through the Audit Committee, considers the recommendations and advice of auditors and
other external advisers on the operational and financial risks that face the Company.

(¢} Independent Advice

Directors are entitled to seek independent professional advice at the Company's
expense to assist them in fulfiling their duties in order to comply with all appiicable iaws
and regulations.

(d) Procedures For Establishing And Reviewing
Compensation

As stated above, Directors' fees are determined by the Board within the aggregate
approved by Shareholders.

During the course of the last financial year, no change occurred in the level of Birector's
fees. Remuneration of Executive Directors is determined by the Board having regard
to appropriate market rates of remuneration for equivalent responsibiities,

(e} Auditors

Horwath Sydney Parinership, the Company’s Auditors, report directly to the Audit
Committee on the appropriatenass of the Company’s internal accounting policies and
practices. The Board Reviews the adequacy of existing external audit arrangements
each year, with particular emphasis on the scope and quality of the audit.

(f) Ethics

The Board’s policy is that the Company and its employees must maintain high ethical
standards in their dealings with the public and other members of the indusiry. The
Company amended its Human Resources Policy and Procedure Manual to include the
relevant additional requirements of the ASX Governance Principles. A Continuous
Disclosure policy was formalfised in 2003, as was & Trading Policy, in keeping with the
ASX Governance Principles. These documents are accessible o the public af the
Company website.
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The directors of Reckon Limited submit the annual financial report for the financial vear
ended 31 December 2003, In order to comply with the provisions of the Corporations
Act 2007, the directors report as follows:

The names and particulars of the directors of the company during or since the end of
the financial year are listed on page 20 of this annual report.

Principal Activities

Feckon Limited's principal activity remains the development, distribution and support of
personal financiad and accounting soitware. Specificaly Reckon develops, markets and
supports the Quicken range of software under licence from Intuit Inc, a leading US
based software house. Intuit’s annual development cost is approximately US$200
million per year.

Review of Operations

Overview of financial performance:

2003 2002
$'000 $'000
éevenue 24699 23‘5.?3;{.}
Net Profit (Loss) 5,349 2274

Total revenues for the year represent a 5% improvement on 2002,

The net profit of $5,349 milion represents a 135% improvement on the net profit for
2002,
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The Future

in January 2004, Reckon acquired the Australian, New Zealand and United Kingdom
operations of Advanced Professional Sclutions ("APE™. While Reckon will continue to
focus on its existing business, it is expected that the acquisition of the APS businesses
will add significant commercial and cormpetitive advaniage by the addition of new
revenue streams from the existing APS markets and by expanding Reckon’s market
into the to-date unexploited lower end of the existing APS markets.

Market growth for 2004 is expected to continue on the same trend as for 2603, The
company will continue to pursue Improving recurring revenues from the Advantage
programime and sales of Subscription products.

Reckon will ook to increase its market share in the small business space.

The relationship with infuit remains well cemented with the satisfactory royalty returns
it received. We continue o enjoy the unprecedented benefit of its investiment in
development. Significantly Reckon can derive the benefit of an ever-increasing range
of products developed by Infuit.

Share Buy-Back Scheme

The share buy back scheme approved by the board in November 2002 iapsed on
31 Decermnber 2003. No shares were bought back.

Changes in State of Affairs

During the financial year there was no significant change in the state of affairs of the
consolidated entity other than that oullined above or referred to in the Financial
Statements or notes thereto. The agreement for the acquisition of APS was signed on
22 December 2003 with completion on 28 January 2004,

Matters Subseqguent to the End of the Financial Year

Subsequent to the end of the financial year:

¢  Conditions for the compietion of the acguisition of the APS businesses were fulfiled
on 29 January 2004,

e On 29 January 2004, the company issued the following shares as part
consideration for the acquisition of the APS companies:

» 5,896,552 shares issued unconditionafly;

* 862,089 shares held in escrow subject to a holding lock to be released only
upon attainment of performance goals 1o be met by 31 Dacember 2004; and

» B62,0689 shares held in escrow subject to a holding lock to be released only
upon attainment of performance goals 10 be met by 30 June 2005,
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s 12,778 options in the Executive Share Option Plan No. 2 have lapsed. No options
have been issued.

o 40,500 shares have been issued in relation to the exercise of options at an average
price of $0.171.

No other matter or circumstance has arisen since 31 December 2003 that has

significantly affected, or may significantly affect:

¢ the consolidated entity’s operations in future financial years, of

s the results of those operations in future financial years, or

¢ the consoclidated entity’s state of affairs in future financial years.

Future Developments

Other than as outlined above, disclosure of information regarding likely developments
in the operations of the consolidated entity in future financial years and the expected
resulis of those operations is not likely o result in unreasonable preiudice to the
consoldated entity. Accordingly, this information has not been disclosed in this report.

Dividends

No dividends have been paid or declared since the start of the financial yvear and the
directors do not recommend the payment of a dividend in respect of the finandcial year.

Return of Capital

On 4 March 2004, the Board resolved to put to the shareholders a special rasolution
approving the payment of a return of capital of $0.03 {three cents} per share, with all
shares treated equally. The special resolution will be put to shareholders at the Annual
General Mesting on 25 May 2004 for approval. Full details of the recommendation are
inciuded in the notice to the AGM.
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Directors’ Shareholdings

As at the date of this report, the directors held the following shares and options in
Feckon Limited. All options were granied under the Executive Share Option Flan.

Name of Director Shares Options (i)
Greg Wikinson 11,000,000 -
Phi Hayman 9,000,000 -
Geoff Tomiinson 400,000 -
John Thame 20,000 -

Fred Tinker {ii) - -
i Each option antitles the holder 1o purchase one ordinary share in Reckon Limitad. Details of the terrns
and conditicns of theses oplions are disclosed in Note 17 to the financial statements,

#) Fred Tinker is Direclor of Corporate Alliances at Intuit bhe, USA. Intuit Vermtures Inc., a whaolly owned
subsidiary of Intuit inc., helds 15,608,741 shares or 11.47% of the shares in Rackon Limited.

Directors’ and bExecutives’ Remuneration

The Constitution of the Company provides that the directors are entitled to such
remuneration as the direciors determine, but the remuneration of non-executive
directors must not exceed in aggregate a maximum amouni fixed by the Company in
general meeting for that purpose.

FRemuneration packages coniain the foliowing key sfements:

e  Sglary and bonuses

* Benefits — including the provision of superannuation and heaith benefits

* Incentive schemes — share options issued under the Option Plans as disclosed in
Note 17 to the financial statements.

The following 1ables disclose the remuneration of the directors of the Company and the
five highest remunerated executives of the Company.
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Directors and Dfficers

Name Office Salary Bonus Benefits Options
3 g 3 $
Greg Wlikznsoﬂ Executwe Dzrector 320 802 1 ‘18000 31?01 -
thp Hayman Executwe D;rector 98 s 15000 (5098 -
Geoﬁ‘ Tom!mson Non Executwe Director. 56 063” - 5,048 -
Johﬂ Thame Non Executwe Director” 37,382 - 3,364 -
Fred Tnker Non Executwe Director. - - - -
Clwe Rab;e Oﬁ;ef Operatmg Off;cerz??’z{][} 9{}000 25‘2['}5' -
Myron Ziotnlck Oounsel & Oompaﬂy Secre’zary 128,066 - 1@,626 -
Executives

MName Office Salary & Bonus Benefits Options
. . o
John Gieesom wOaEi Cen’[re Maﬂager 149996 15;600 -
Gienn F?oberts .Nanonat Sales Manager 125,?69” 1{.}.,"082 -
Ph;l;p Henry "Marketzng Manager 11é,751 &,788 -
S Batten R Vemager 10?498 677 -

Indemnification of Officers and Auditors

During the financial year, the Company paid a premium in respect of a contract insuring
the directors of the Company {as named above), the Company Secretary and all
executive officers of the Company, and of any related body corporate, aganst & liability
incurred as a director, secretary or executive officer to the extent permitied by the . The
contract of insurance prohibits disclosure of the nature of the lability and the amount
of the premium.

In addition, Rule 12 of the Company's constitution obliges the Company o indemnify
on a full indemnity basis and to the full extent permitied by law, every director, officer
or former officer for all losses or fiabilities incurred by the person as an officer. This
obligation continues after the person has ceased 1o be a director or an officer of the
Company or a related body corporate, but operated only o the extent that the loss or
liability is not covered by insurance.

The Company has not otherwise, during or since the financial year, indemnified or
agreed o indemnify an officer or auditor of the Company, or any related body
corporate, against a liability incurred as an officer or auditor,
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Directors’ Meetings

The following fable sets out the number of direciors' mestings held during the financial
year and the number of mestings attended by each director,

RBeckon Limited - Aftendance tables

Diréctoré. Meetings
Board Audit Committee
A 5
GA Tomiinson. 10 9 2 ;.
GJ Wilkinson 10 10 - -
PR Hayman 10 9 - -
M Tharme 10 10 o o
F Tinker 10 10 - -
kéﬂ,}}”””””'}i:}'z'{}}ﬁ'kﬁé;éf%éé%iﬁéé .é.l.i.éi.b"lé..t.c.ﬁ“é.t.t.é.rﬂ.c.i”m

B — number of meetings attended

Rounding of Amounts

TThe Company is a company of the kind referred to in ASIC Class Crder 88/0100, and
in accordance with that Class Order, amounts in the directors’ report and the financial
statements have been rounded off to the nearest thousand dollars.

Signed in accordance with a resclution of the directors made pursuant to Section 298
of the Corporations Act 2007,

On behaif of the Directors

{

E\/E"r G Tomlinson
Chairman
Sydney, 15 March 2004
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Independent Audit Report to the
Members of Reckon Limited

HORWATH SYDNEY PARTNERSHIP

Chartered Accountants
A member of Horwath International

1 Market Strest Sydney NSW 2000
GPO Box 1455 Sydney NSW 1041

Scope

The financial report and directors’ responsibility

The financial report comprises the statement of financial performance, statement of
financial position, statement of cash flows, accompanying notes to the financial
statements, and the directors’ declaration for both Reckon Limited (the company) and
the consolidated entity, for the year ended 31 December 2003. The consolidated entity
comprises both the company and the entities it controfied during that vear.

The directors of the company are responsible for the preparation and true and fair
presentation of the financial report in accordance with the . This includes responsibility
for the maintenance of adeguate accounting records and internal controls that are
designed to prevent and detect fraud and error, and for the accounting policies and
accounting estimates inherent in the financiat report.

Audit approach

We conducted an independent audit in order 10 express an opinion to the members of
the company. Our audit was conducted in accordance with Australian Auditing
Standards in order 10 provide reasonable assurance as to whether the financial report
is free of material misstaternent. 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 availlabiiity of persuasive rather than conclusive evidence. Therefore,
an audil cannot guaranise that alf material misstatements have been detected.

We performed procedures 1o assess whether in all material respects the financial
report presents fairly, in accordance with the |, including compliance with Accounting
Standards and other mandatory financial reporting requirements in Australia, a view
which is consistent with our understanding of the company's and the consclidated
entity’s financial position, and of their performance as represented by the results of their
operations and cash flows.
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We formed our audit opinion on the basis of these procedures, which included:

s examining, on a test basis, information to provide evidence supnorting the amounts
and disclosures in the financial report, and

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

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

Independence

In conducting owr audit, we followed applicable independence requirements of
Australian professional ethical pronouncements and the .

Audit opinion

In our opinion, the financial report of Reckon Limited is in accordance with:

{a) thel, including:

il giving a true and fair view of the company’s and consolidated entity’s financial
position as at 31 December 2003 and of their performance for the year ended
on that date; and

(it complying with Accounting Standards in Australia and the Corporations
Regulations 2061; and

{b}) other mandatory financial reporting requirements in Australia.

Dated the 15th day of March 2004
Horwath Sydney Partnership
Chartered Accountants

MICHAEL P STIBBARD
Fartnar

Horwath Sydney Partnership is an independent practice. Other Horwath offices
operate in each of the nation's financial centres. Liabiity is limited by the Accountants’
Scheme, approved under the Professional Standards Act 1984(NSW).
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Directors’ Declaration

The directors deciare that the financial statements and notes set out on pages 36 1o 62:
* comply with Accounting Standards, the Corporations Regulations 2001 and cther
mandatory professional reporting requirements; and

* qgive a true and fair view of the company’s and consclidated entity's financial
position as at 31 December 2003 and of their parformance, as represented by the
results of their operations and their cash flows, for the financial year ended on that
date.

In the directors’ opinion:

s the financial statements and notes are in accordance with the Corporations Act
2007: and

s thers are reasonable grounds 1o believe that the company will be able to pay its
debts as and when they become due and payable; and

This declargtion is made in accordance with a resciution of the directors.

On behaif of the Directors

wMr G Tomlinson
Chairman

Sydney, 15 March 2004
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Statement of Financial Performance
for the Financial Year Ended 31 December 2003

Revenue from ordinary aciivities

Product costs

Royalties

Employes benefits expeanse

Employes relaied expenses

Marketing expenaes

Prarmises and EBstablishment expenses
Depraciation and amorbsation
Telecommunications

Legal and Frofessional expenses
Other expenses from ordinary activities
Profit from ordinary activities before
income tax expense

Income tax relating fo ardinary activities
Net profit

MNet loss atfributable to outside
equity interest

Net profit atirtbutable to members
of the parent entity

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

Basic Eamings per Share
Dituted Earmnings per Share

MNote

18

20
20

Consolidated Farent

2003 2002 2003 2002
$°000 $'000 $'000 $'000
24,699 23,540 24 BRY 23,408
{1,838 {2,868 {1,838 {2,857}
2 9113 {3,048 {2,811 {3,048
{7,305 {7 587 {7,305 {7,587}
(401) {365 {4013 {363
{2,690 {2,169 {2,690 {2,160
{1,209 B35 {1,206 B36)
(F98) {1,665 BT {1,565
[465) {480 {465) {480
(505) (643} (505) 643)
1,12 {1,805 {1,139 {1,781}
5,348 2,272 5,419 2,272
5,348 2,272 5,419 2,272
1 Z2 - -
5,348 2,274 5,419 2,272
5,349 2,274 5,419 2,272

Cents Cants

4.2 1.8

4.1 1.8

Notes o the financial statements are inciuded on pages 39 1o 60.
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Statement of Financial Position

as at 31 December 2003

Note
Current Assets
Cash assets 25
Recewablas 8
lnventores 7
Other 9
Total Current Assels
MNon-Current Assets
Receivabias &
Other financial asseis 10
Property, plant and equipment 11
Other 12
Intangible assets 13
Total Non-Current Assets
Total Assets
Current Liabilities
Payabies 14
Provisions 15
Other 18
Total Current Liabilities
Non-Current Liabilities
Payabies 14
Provisions 1R
Total Non-Current Liabilities
Total Liabilgies
MNet Assets
Equity
Contributed squity 18
Accurnulated losses 19

Total parent entity interest
Outside equity intarest in controlled entities 26

Total Equity

Consolidated Parent
2003 2002 2003 2002
$000 $'000 $'000 $'000
10,372 12,674 15,372 11,851
2592 1,278 2,088 1,293
277 207 277 207
240 175 2495 174
18,086 153,754 18,042 13,525
139 - 159 -
271 414 1,239 8503
438 815 408 813
1,337 - 1,337 -
1,836 598 569 500
349G 1,851 3,792 2,006
21,628 15,665 21,834 15,5631
2,336 1,760 2,336 1,749
468 199 468 200
1.082 1,012 1,082 1,012
3,886 2,971 3,886 2,961
- - 814 453
33 44 33 44
33 44 847 4497
3819 3,015 4733 3,458
17,667 12,650 17,101 12,073
50,020 50,411 50,020 530,411
(32,410} (37.758) {32919 {38,358
17,610 12,652 17,1 12,073
(3 {2} - -
17,6807 12,650 17,101 12,073

Notas o the financial staterments are inciuded on pages 39 1o 60,
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Statement of Cash Flows
for the Financial Year ended 31 December 2003

Note Consolidated Parent
InflowsAOutflows) Inflows/AOutfiows)
2003 2002 2003 2002
$°000 $'000 $'000 $'000
Cash Flows From Operating Activities
Receipts from customers 25,717 20 .BBY 25576 22,711
Payments o suppliers and employees 20718 {20,852 {20715 {20,861
Interast recaived B85 472 682 469
Net cash provided by operating activiies  25{d} 5,684 2,457 5540 2319
Cash Flows From Investing Activilies
Payment for purchase of conirclled
ertity, net of cash acouired 25(0) - - - {3
Paymenis for purchase of intellectual proparty (323) {3 {323 -
Payment for property, plant and equipment (1105 {215 {1105 {215
Decrease of loans to refated parlies - - 367 {12}
Proceads from disposal of other financial assets 128 - 128 -
Deposit for acquisition of controliad entity {1,000 {1,000
Security deposits released - 34 - 34
Net cash used in investing activilies {1,306) {188 {935 {200
Cash Flows From Financing Activiles
Proceeds from fsstes of equily securlties 198 - 196 -
Retum of capital to shareholders {127 - {12749 -
Net cash used in financing activities {10813 — {1,081 —
Net increase in cash held 3,298 2,265 3,521 2,119
Cash at the beginning
of the financial vear 12,074 9,805 11,851 9,732
Cash at the end of the financial year 2Bl 18372 12,074 15,372 11,851

Notes o the financial stalements are included on pages 39 to B0,
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Notes to the Financial Statement
for the Financial Year Ended 31 December 2003

1 Summary of Accounting Policies

Financial Reporting Framework

The general purpose financial report has been prepared in accordance with the
Corporations Act 2007, applicable Accounting Standards and Urgent Issues Group
Consensus Views.

The financial repott has been prepared in accordance with the historical cost
convention, and except where noted, does not take into account changing money
values or current valuations of non-current assets. Cost is based on the fair values of
the consideration given in exchange for assets.

Unless otherwise stated, the accounting policies adopted are consistent with those of
the previous year.

Significant Accounting Policies

Accounting policies are selected and applied in a manner which ensures that the
resultant financial information satisfies the concepts of relevance and reliability, thereby
ensuring that the substance of the underlying transactions or other evenis is reporied.

The foliowing significant accounting policies have been adopied in the preparation and
preseniation of the financial report:

(a} Trade Payables

These amounts represent fabiliies for goods and services provided o the
consolidated entity prior to the end of the financial year and which are unpaid. These
amounts are unsecured and are usually paid within 30 days of the month of
recogmnition.

{b} Acquisition of Assets
Assets acruired are recorded at the cost of acquisition, being the purchase consideration
determined as at the date of acguisition plus costs incidental to the acguisition.

Where equily instruments are issued in an acquisition, the value of the instruments is
the weighted average of thair closing market price for the total of the five business days
gither side of the acguisition date,

in the event that settlement of all or part of the consideration given in the acqguisition of an
asset is deferred, the fair value of the purchase consideraiion is determined by discounting
the amounts payable in the future to thelr present value as at the date of acquisition.
However, where the deferred component is sublect 10 certain criteria being met, the amount
deferred is not taken into account as consideration until the relevant criteria are met.
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{c} Capitat Gains Tax
No provision has been made for capital gains tex which may arise in the event of sale
of revalued assets as no decision has been made to sell any of those assets.

{d} Depreciation and Amortisation

Depreciation s provided on plant and eguipment. Depreciation is calculated on a
straight-line pasis. Leasehold improvements are amortised over 5 years or the
sstimated useful life, whichever is the shorier, using the straight-line method. The
following estimated useful lives are used in the calculation of depreciation:

Plant and eguipment 3 -5 vyears

Leasehold improvements 5 years

{e} Empioyee Benefits

Provision is made for benefits accruing to employees in respect of wages and salaries,
annual leave and long service leave, when if i probable that settlement will be required
and they are capable of being measured reliably.

Provisions made in respect of wages and salaries, annual leave, and other employee
entitlements expecied 1o be settled within 12 months, are measured at the amounts
expacted to be paid when the liabiities are settled.

Provisions made in respect of long service leave which are not expected to be settled
within 12 months are measured as the present value of the estimated future cash
outflows to he made by the consclidated entity in respect of services provided by
employees up to the reporting date.

{f) Financial instruments 1ssued by the Consolidated Entity

Transaction Costs on the Issue of Equity Instruments

Transaction costs arising on the issue of equity instruments are recognised directly in
eguity as a reduction of the proceeds of the equity mstruments to which the costs
relate. Transaction costs are the costs that are incurred directly in connection with the
issue of those equity instruments and which wouid not have been incurred had those
instruments not been issued.

interest and Dividends

Interest and dividends are classified as expenses or as distributions of profit consistant
with the statement of financial position classification of the related debt or equily
instruments or component parts of compound instruments.

{g} Foreign Currency

All foreign currency transactions during the financial yvear have bsen brought to
account using the exchange rate in effect at the date of the transaction. Foreign
currency monetary items at reporting date are translated at the exchange rate existing
at that date. Exchange differences are brought 1o account in the statement of financial
performance in the period in which they arise.
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{h) Goods and Services Tax
Revenues, expenses and assets are recognised net of the amount of goods and
services tax (GST), except:

i. where the amount of GST incurred is not recoverable from the taxation authority, it
is recognised as part of the cost of acquisition of an asset or as part of an item of
EXpEense; of

i. for receivables and payables which are recognised inclusive of GST.

The nat amount of GST recoverable from, or payable to, the taxation authority is
inciuded as part of receivables or payables.

(i} intangible assets and expenditure carried forward

Where an entity or operation is acguired, the identifible net assets acquired are
measured at fair value. The excess of the fair vaiue of the cost of acquisition over the
fair value of the identifiable net assefs acquired, including any liability for restructuring
costs, is amortised on a straight line basis over the period during which the benefits are
expected to arise.

Acquired intellectual property is amortised on a straight line basis between 3-5 years

Change in accounting estimate for the amortisation of intellectual property

in the current period the consolidated entity reassessed the expecied life of two of its
intangible assets. The effeclive life of QPGS has been extendesd by 5 years effective 1
January 2003. The effective life of Cashbook has been extended by 2 years effactive
1 January 2003, The effect of the change in accounting estimate of the effective ife of
these products has increased profit before tax reported in the current perind by
$621,969.

{i) iIncome Tax

Tax-effect accounting principles have been adopted whereby income tax expense or
benefit has been calculated on pre-tax accounting profits or losses after adjustment for
permanent differences. The tax-effect of timing differences, which ocour when items
are included or allowed for income tax purposes in a period different to that for
accounting, is shown at current taxation rates in provision for deferred income tax and
future income tax benefit, as applicable.

The future tax benefits related fo tax losses and timing differences are not carried
forward as an asset {refer note 3).

(i) Inventories
Inventories are stated at the lower of cost and net realisable value. Cosis are assigned
to inventory on hand on a weighised average cost basis.

{y Investments
investments in controlled entities are recorded at cost. Other invesimeants are recorded at
cost.
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Dividend revenue is aken 1o income on a receivabie basis. Interest revenus is taken {o
income on an accrual basis.

{m) Leased Assets

A distinction is made hetween finance leases which effectively transfer from the lessor
to the lesses substantially all the risks and bensfits incident to ownership of leased
assets, and operating leases under which the fessor effectively retains substantially all
the risks and benefits,

The consolidated entity does not have any finance leases in force.

Operating lease payments are charged as an expense i the peariod in which they are
incurred. This basis is representative of the pattern of benefits derived from the leased asset,

Surplus Leased Space

In the event that premises leased by the consclidated entity pursuant fo a non-
cancellable operating lease are identified as surplus to the needs of the consolidated
eniity, a fiability and expense are recognised equal to the present value of the total
expeacted outlay relating 10 the surplus space as specified under the lease agreement
net of any non-canceliable sub lease income relating to those premises.

{n) Principles of Consolidation

The consolidated financial statements have been prepared by combining the financial
statements of all the entities that comprise the consolidated entity, being the company
{the parent entity) and its controlled entities as defined in accounting standard AASE
1024 “Consolidated Accounts”. A list of controlled entities appears in note 23 to the
financial statements. Consisient accounting policies have been employed in the
preparation and presentation of the consolidated financial statements.

The consolidated financial statements include the information and results of each
controlled entity from the date on which the company obtains control and until such
time as the company ceases 10 control such entity.

In preparing the consolidated financial statements, all inter-company balances and
fransactions, and unrealised profits arising from transactions within the consolidated
entity are eliminated in full.

{0} Receivables
Trade receivaples and other receivables are recorded at amounts due less any
provision for doubtiut debts,

{p} Recoverable Amount of Non-Current Assets

Non-current assets are written down o recoverable amount where the carrying value
of any non-current assel exceeds #s recoverable amount. In determining the
recoverable amount of non-current assets, the expected net cash flows have not been
discounted 1o their present value.
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{a} Revenue Recognition

Sale of Goods and Disposal of Assets

Fevenue from the sale of goods and disposal of other assets is recognised when the
consclidated entity has passed conirdl of the goods or other assets to the buyer,

Rendering of Services
Revenue from a contract to provide services is recognised by reference to the stage of
compietion of the contract.

interest and Other Revenue

Interest revenue is recognised on a time proportional basis taking into account the
interest rates applicable to the financial assets. Other revenue is recognised when the
right to receive the revenue has been established.

{r} Research and Development Costs
Fesearch and development costs are recoghised as an expense when incurred.

{s} Comparative Figures
Where necessary, prior year comparatives have been reclassified in order 1o facilitate
more meaningiul comparisons.

{t) Deferred Revenue

Fevenue earned from maintenance and support services provided on sales of certain
products by the consolidated entity are deferred and then released to the Statermnent
of Financial Performance over the contract period, normally 12 months.

{u} Earnings Per Share

Basic eamings per share is determined by dviding net profit after income fax
atiributable to members of the company, by the weighted average number of ordinary
shares outstanding during the financial year, adjusted for bonus elements in ordinary
shares issued during the year.

Diluted earnings per share adiusts the figures in the determination of basic earnings
per share by taking into account the afler income tax effect of interest and other
financing costs associated with dilutive potential ordinary shares and the weighted
average number of shares assumed 1o have been issued for no consideration in
relation to dilutive potential ordinary shares

{v} Equity-based Compensation Benefits
Equity-based compensation benefils are provided fo employess via the Employee
Opticn Plan. Information relating to this scheme is set out in note 17.

No accounting eniries are made in relation 1o the Employes Option Plan untit options
are exercised, at which time the amounis receivable from employees are recognised in
the statement of financial position as share capital. The amounts disclosed for
remuneration of directors and executives in notes 4 and 5 include the assessed fair
values of opticns at the date they were granted.
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2 Profit from Ordinary Activities

Profit from ordinary activities before
incoms tax Includes the following
ffams of revenue and expense:

Operating Revenue
Sales revenue:
Sale of goods

MNon-Operating Revenue
Other income
Interast revenue — Other entities

Procesds from sale of other financial assets

Expenses
Cost of Sales

Net provision for doubtfid debts in
respect of amounts receivable fromy

Other Bntities
Net transfers to/ffrom) provisions:
Sales refirns
Sales rebates
Surplus lease space
Employee entitlements
Depraciation of non-current assets:
Property, plant and ecuipment
Amortisation of non-current assets:
teasehold improvements
intellectual property
Inventory write-downs and other losses
Loss on disposal of fixed asseis
Rasearch and Development costs
Operating lease rental expenses:
Minimum lease payments

Consolidated Farent
2003 2002 2003 2002
$°000 $'000 $'000 $'000
23371 22 583 23371 22,583
556 485 411 356
Had 472 542 465
128 — 128 -
1,328 957 1,181 825
24 599 23,640 24 BRY 23,408
4,650 5,004 4,650 5,803
31 221) 3 {236
194 i1 194 11
5o 36 5h 36
[23) {867} {23 {BET
83 192 83 192
384 876 378 871
137 194 137 194
377 et 155 <8 8]
25 (50) 25 {500
- 472 - 472
2048 2,396 2,048 2,396
gh2 950 Gh2Z 950
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2003 2002 2003 2002
$000 $'000 $'000 $'000
3 Income Tax
{8 The prima facle income tax expense
on pre-tax accounting profit reconciles
o the iIncome fax expense n the
financial statements as follows:
Profit from Ordinary Activities 5348 2,272 5,419 2,272
income tax expense calculated at 30%
of profit from ordinary activties 1,604 G682 1,628 62
Tax Effect Of Permanent Differences:
Sundry non-deductible items 117 2688 50 238
income tax adiusted for permanent diffsrences 1,721 970 1,676 8920
Benefit of tax losses of pfior years recouped (1,721) {B70) {1,676} {201
Timing differences and tax losses
not brought to account as uluwre
tax benefits {note 3 - - - -
income tax attributable to profitloss)
from ordinary activities - - - -
{o} Future income tax benefits not brought
o account as an asset:
Tax lossas:
Hevenue 0117 8,711 2,816 4,364
Capital 2,447 2,575 2447 2,575
Timing differences 488 327 488 316
8,002 9,673 5,751 7,255

The future income tax benefits of tax losses and timing difersnces not brought to account will only

be obtained if:

a) assessable income is derived of a nature and of amount sufficient to enable the benefit from the

deductions o be realisad,

b condtions for deductibility imposed by the law are complied with; and

¢) no changes in tax legisiation adversely aflect the reafisation of the benefif from the deductions.
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Consolidated

2003 2002
$ $

4 Directors’ Remuneration

Tha directors of Reckon Umiied during the year were:
+ G Tomlinscn

G. Wilkinscn

P Hayman

J. Thame

F. Tinker

* * & &

Incorne paid or payable, or ctherwise made

avaiiable, to directors by entitles in the

consclidated entity and related parties in

conmnection with the management of affairs

of the parent eniity or its confrolled eniities. 6891684 573,887

2003
$

561,684

Parent

2002
$

573,887

Directors’ remuneration exciudes insurance premiums paid by the parent entily in respect of

directors’ and officers’ liability insurance contracts as the contracts do not specify premiums pald in
respect of individual directors and officers. The amount of the premiums has not been disclosed as
in accordance with normal commercial ferms, this is prohibited by the policy. Information relating to

the insurance contracts is set out in the dimctors report.

The number of parent entfly directors whose
total ncome from the parent entity or related
pariies was within the specified bands are

as foliows:

No, No.
$ 0-% 9008 1 2
$ 40000 — $ 49,900 1 1
$ 60000 — $ 59,900 1 1
$100,000 — $100,999 - 1
$120,000 — $129,909 1 -
$410,000 — $419,999 - 1
$460,000 — $4609,999 1 -

No options were issued to direciors during the vear,

No.

No.

ik wdwdh [43
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Gonsolidated

2003
$

5 Executives' Remuneration

{including executive directors)

Remuneration recelved, or due and receivable,
from entiies in the consolidated entity and related
partiss by Australian-based executive officers
{including directors) whose remuneration was

at least $100,000;

Executive officers of the parent entity: 1,766,033

Exmcutive officers of other entities in the
consclidated entity -

2002
$

1,586,966

2003
$

1,766,033

Parent

2002
$

1,586,966

1.7668.033

1,586,966

1,766,053

1,586,966

The rumber of executives whose remunaration

falls within each successive $10,000 band of

income {commencing at $100,000) No.
$100,000 - $109.992
$110,000 - $119,992
$120,000 - $129,999
$130,000 - $139,999
$150,000 - $158,999
$160,000 - $169,992 1
$330,000 - $339,992 -
$360,000 — $369,999 _
$300,000 — $300,999 1
$460,000 - 462,999 1

R L |

6 Remuneration of Auditors

During the year, the auditors of the parent entity and
its related practices eamed the following remuneration:

(&} Horwath Sydrey Partnership
Audliting and reviewing of financial reports 67,648

Advice in refation to acquisifions 47,486

Advice in relation to research and
development tax concessions -

Other non-audi advisory services 8648

No.

oy

Era——

80,227

54,730
15.026

No.

R

62,648
47,486

8,373

No.

oy

[r——

80,227

53,750
10,560

123,782

127,277

118,507

124,517

(b} Deloitte Touche Tohmatsu
Audliting and reviewing of financiat reports
Other Services

10,343
1,106

8,146
1,100

11,445

9,246
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7 Inventories

Finished goods:
At net resfisable value

8 Receivables

Currant:
Trade receivables
Provision for doubtiul debsts

Non-trade receivables due from
wholly owned subsidiary

Other Recelvables

Non current:
Trade receivables

9 Other Assets

Prepayments
Security deposits

10 Other Financial Assets

Securlty deposits

Shares in controlied entities — at cost {note 23}

11 Property, Plant And Equipment

Leasehold improvements
At cost
Less: Accumutaied amortisation

Total leasehold Improvements

Consolidated Farent
2003 2002 2003 2002
$°000 $'000 $'000 $'000
277 207 277 267
2,142 1,291 2,132 1,264
(B5) {54} {86 {26
2066 1,237 2,046 1,238
- - 164 21
36 41 36 34
2082 1,278 2,098 1,283
138 - 139 -
161 175 151 174
144 — 144 -
2495 175 265 174
271 414 252 394
- — Q87 289
271 414 1,239 593
540 540 540 540
482 345 482 345
168 205 1565 205
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11 Property, Plant And Equipment {(cont)

Piant and equipment
At cost
Less: Accumutaied depreciation

Total plant & equipment

Reconciliations

Consolidated Parent
2003 2002 2003 2002
$°000 $000 $'000 $'000
2,668 2,447 2,543 2,432
2,308 1,923 2,293 1,914
2B k24 250 518
438 819 408 813

Reconciiations of the carrying amourts of each class of property, plant and squipment at the
begnning and end of the financial year are set out Dalow.

Consolidated

Carrying amount at 31 December 2002
Additions

Disposals

Depreciation/amortisation expense

Balance at 31 Decernber 2003

Parent entity

Carrying amount at 31 December 2002
Additions

Disposals

Depreciation/amertisation expense

Balance at 31 Dacernber 2003

12 Non-Current Assets -

Deposits and other costs in relation 1o the
acquisition of a subsidiary {refer note 31}

13 Intangibles

Inteflectual property — at cost
Accumulated amortisation

Leasshold Plant and
Improvermnents  Equipment Total
$'000 $'000 $'000
205 H2d 819
- 110 M0
{137} {354 B2
188 250 408
205 518 813
- 110 M0
{137} {375 {H15
188 250 408
Other
Gonsolidated Parent
2003 2002 2003 2002
$000 $'000 $'000 $'000
1,337 - 1,337 -
3385 2,373 2,398 2,074
{2 050 {1,675 {1,725 {1,574
1335 558 569 500

Aggregale amortisation allocated during the year is recognised as an expense and disclosed in

note 2 to the financial siatements.
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14 Payables

Curent:
Trade payables and sundry accruals
Ermplovee benefits (Note 17)

Non-Carrent:
Unsecured joans from related parties

Loans from relfated parties are non-interest bearing with no fixed tenms of repayment.

15 Provisions

Curent:

Sales retums, volume rebates
Cost of surplus leased premises
Ermplovee benefits (Note 17)

Non Curvent:
Cost of surplus leased premises
Ermployee benefits (Note 17)

Movement in provisions

Movernents in each class of provision during
the financial vear, excluding employes benefts,
are set out below:

Consolidated and parent — 2003

Carying amount at the start of the year
Additional provisions recognised
Released to statement of financial performance

Carrying amount at the end of the vear

Consolidated Farent
2003 2002 2003 2002
$000 $'000 $'000 $'000
1,778 1,254 1,778 1,253
558 06 h55 486
2336 1,760 2336 1,749
- - 814 453
327 77 327 77
46 a7 46 47
95 75 95 76
468 195 465 200
- 22 - 2z
33 22 33 22
33 44 33 44

Sales returns, Cost of
volume surplus leased

rebates premises Total
$'000 $°000 $'000
I 59 146
250 24 274
- {47} {47
327 46 373




16 Other Liabilities

Current:
Defarred revenue

17 Employee Entitlements

The aggregate smployee benefit fability
recognised and included in the financial
statements is as follows:

Accrued annual leave:

Current (Note 14)

Provision for long service leave:
Currant (Note 18)

Non-currant {Note 15}

Employee Numbers

Average number of employess during
the financial year

notes o the financial staternent | 51

Consolidated Parent
2003 2002 2003 2002
$°000 $'000 $'000 $'000
1,082 1,012 1,082 1,012
5o8 <85 558 456
oo 75 95 5
33 22 33 22
586 503 586 A
118 130 118 130
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Reckon Limited Employee Option Plans
The company has two cwnership-based remuneration schemas:

Executive share option plan

The Reckon Limited Executive Share Option Plan was established prior to the listing of the Company
n July 1999, and was fully disclosed in the Company's prospectus. Under the provisions of the plan,
the Directors may grant free options over unissued shares in the Company to executives and directors
of the Cormpany (or thelr associates) or subsidiaries of the Company selected by the Directors from
time to 1ime, sulsect to the ASX Listing Rues and the . Options Issued under this plan ferminate five
years from the date of issue. Fach option entitles the holder 1o one ordinary share.

Options are granted for a five year period, and 33.33% of each new tranche becomes exercisable
giter mach of the first three arniversaries of the grant dafe, subject o the achisvement of
predetermined perfanmance criteria. The entitternenis are vested as soon as they are exercisable (e
they are not conditional on fuilse smpioyment). Bach option entitles the holder 1o one ordinary share.

Set out below are summaries of options granted under the Executive Share Option Plan.

Grart Expiry  Exsrcise Options Opiions lapsed Options exercised Options avaiiabbe

date dates Price tritially cluring the year and shatas jssgad at the end
Granted during the year of the year

2003 2002 2003 2002 2003 2002

197/99  18/7/04 81.05 2,380,000 - 988335 - - - -

12/8/99  11/8/04 $1.05 25,000 - - - - 25000 25000

1M/12/08 10/12/04 51.06 35,000 - - - - iBB7Y 11,667

1612/99 1512/04 $1.05 10,000 - - - - 3333 3353

27100 27/1/056 $1.05 20,000 — 6,667 - - 13,333 13353

2,470,000 - 1008002 - — B3,333 53353

Nunibear of shares that can be issued for unexercised options RB3.333 HR3333

Executive share option plan No. 2

The Reckon Limited Executive Share Option Plan No. 2 was established on 19/7/2000. Under the
provisions of the plan, the Directors may grant free options over unissued shares in the Company o
axgcuiives and directors of the Company {or their associates) or subsidiaries of the Company
selected by the Directors from time to time, subject to the ASX Listing Rules and the

Options are granted for a five year perlod, and 50% of each new tranche becomes exercisable affer
aach of the first two anniversaries of the grant date. The entitlernents are vested as soon as they are
axercisable {ie they are not conditional on future employment}. Each option entifles the holder to ane
ordinary share.
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Set out below are summaries of options granted under the Executive Share Option Plan No. 2.

Grant Expiry  Exarcise Options Options lapsed Options exercisad Options avaifable
ate late Price Initially during the yesar and shares issuad at the end
Granted during the year of the year
2003 2002 2003 2002 2003 2002
19/7/00 18/7/00 30672 3,487,381 — 108,504 - - 631,345 631,345
Juy 00 July 05 %1120 101,110 - - - - 45,263 45,263
Aug 00 AugCh 311258 124,466 - 11,584 - - 52,219 52,219
Sep 00 Sep Gh 50.881 171,200 - - - - 19,485 19,485
Oci00  OctGh 30.492 127,667 - 20006 - - 54,167 54,167
MNov OO Nov 05 30.264 15,625 - - - - 8,250 8,250
Cec 00 Dec05 30222 58,000 - - - - 45,000 45,000
Jan 01 Jan(8 30183 1,079,759 - 10,610 1,000,000 - 24,573 1,024,613
Feb 01 Feb 06 30198 11468667 4917 187,845 208,219 -  4B5ED0 668726
Mar 01 Mar (08 30,183 58,591 - 3,333 13,332 - 31,728 45,060
Apr 01 Apr08 30.180 12,547 - - 6,250 - - 5,250
May 01 May 08 30174 44,392 - 3,402 25,000 - 15,840 40,840
Jun 01 Jun06 30147 53,678 - 24,085 7,293 - 10,425 17,708
Jud 0 Juce 3138 17,5688 - 13811 - - 1,259 1,259
Aug 01 Aug 08 30107 13,536 - 5,704 - - 5,852 5,832
Sep 01 Sep (6 30073 39,888 2817 8,387 11,256 - 11,859 25,942
Oct01 Oct08 30.079 50,826 - 20006 - - 30,826 30,826
Cec 01 Dec 08 30122 37,827 - - - - 37827 T 37827
Jan G2 Jan 07 30146 103653 3611 25000 16,499 - 58,453 78,553
Feb 02 Feb {7 30145 7778 - - - - 7R 7778
Mar 02 Mar 57 50,145 41,666 - 7,222 6,944 - 27,500 34,444
Jul g2 JulG7 30140 41,666 - - 3,611 - 38,057 41,665
Sep 02 Sep (7 30142 16,111 - - - - 16,111 16,111
Cec 02 DecC7 $0.185 130,563 14,444 - - - MGIG8 130,653
Jan 03 Jan 08 %0190 268,676 - - - - 268,676 -
Jungs Uni8 $0.284 41,118 - - - - 41,113 -
Sep 03 Sep 08 $0.532 115,002 - - - - 115,062 -
Cec 03 Dec08 $0662 48,890 - - - - 48,890 -
7,248,460 25,788 448867 1,208 414 — 1,488,297 3,080,815

Nuriber of shares that can be issued for unexercised options

1,888,297 3,080,819

* Comparatives for Dec 02 have been adusfed o raffect omissions fom he fgues previousty meportad, An addiions) 12,500
May 07 ontions and T4, 167 Dec 01 options fiave bean acded 10 tha soaning fgurs,

Amounts receivable on exercise of any oplicns are recognised as share capital.
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18 Contributed Equity

2003 2002
Futly Paid Ordinary Share Capital Nao. FO00 No. $onn
Balance at beginning of financial year 124,842 816 G411 122842818 5117
Is=ue of shares 4298414 888 2,000,000 294
Retum of capital - {1,279 - -
Balance at end of financial vear 129,141 250 5oL 124842 B16 50,411

Fully paid ordinary shares carry one vote per share and carry the right to dividends.

Shares And Options Issued During The Financial Year

3,000,000 shares were issued during the year were in relation 1o the acquisition of a controlled entity,
Full details relating to this are disclosed in note 23,

1,298,414 Options were exercised duing the year with an average exercise price of $0.1562. Delails
of the options that were exercised and further detalls in respect of the share option plans ae
contained in note 17 to the financial staterments.

During the year a Retum of Capital was paid in the amount of 1¢ per share. Thiz resulted in a
racction in Capitat of $1,278,686.

During the year the company issued 231,681 options under the Execuiive share oplion plan no. 2 at
an average strike price of $0.474.

Further details of the share option plans are contained in Note 17 1o the financial statements.

19 Accumulated Losses

Consolidated Parent
2003 2002 2003 2002
$°000 $'000 $'000 $'000
Balance at beginning of financial year 37 759 {40,035 {38,338) {40,611}
Net profit 5,348 2,274 5,419 2,272
Halance at end of financial year {32, 410% {37,755 {32,919 {38,358

Rafer note 3 in respect of the future tax benefits associated with these losses.

20 Earnings Per Share

2003 2002
¢ ¢
Basic eamings per share 4.2 1.8
Diluted sarnings per share 4.1 1.8
Waighted average number of ordinary
shares used In the calculation of basic
garnings per share 127,993,192 124,793,601

Weighted average number of ordinary
shares and potential ordinary shares used
in the calculation of diluted earnings per share 130,034,822 127,585315
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21 Contingent Liabilities

The Parent Entity has been involved in a legal action with a former employee in respect of entilements
tor shares prior 1o the listing of the company. The action was successhlly defended in 2003 with the
court ruling entirely in favour of Reckon Limited. The former emploves has abandoned an appeal
against the decision and no further contingent ability exists in relation to this matter.

There are no other contingent labiities.

22 Commitments For Expenditure

{a) Capitat Expenditure Commitments
The consofidated entify has no capital expenditure commitments as at 31 Deoarmber 2003 (2002: $ i)

Note Consolidated Parent
2003 2002 2003 2002
$000 $'000 $'000 $'000
fb) Lease Commitmenis
Operating Leases
Within 1 year 766 1,060 766 1,000
Later than 1 year and not longer than 5 years 2.351 354 2351 354
Later than 5 vears - - - -
3,117 1,354 3,117 1,354

Fuiure minimum lease payments expecied
to be received in relation to non-canceliable
sub-leases of operating leases 83 228 83 228

Operating leases relate 1 office premises and warehouse faclities with lease terms of between 3 to
4 years. Al operating lease contracts contain market review clausas in the event that the
consclidated entity exercises #ts option to renew. The consolidated entity does net have an option
to purchase the leased asset at the expiry of the lease period.

23 Controlied Entities

Ownership
interest

Name of Entity Gountry of Incorporation 2003 2002
Parent Entity
Reckon Limited Australia
Controlied Entities
Reckon.com.au Py Limited Australia 100 100
Raeckon Australia Py Uimited Ausiralia 100 100
Reckon Development Pty Uimnited Australia 100 100
Reckon nvestment Centre Limited Ausiralia 100 100
Reckon Onfine NZ Limited New Zealand 100 100
Rackon Online Hoidings Py Limnited Australia 100 100
Reckon Pacrim Pty Limited Australia 100 100
Rackon Publishing Unit Trust Ausiralia 100 100
Electronic Business Management Software Pty Limited  Australia 100 100
Reckon Training Pty Limited Ausiralia 80 80

Jatso Py Limited Ausiralia - 50
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Acquisition of Controllect Entity

On 8 January 2002 the parent entity acquired 100% of the issued share capital of Electronic Business
Management Software Pty Limited, {‘EBMS™ from DU lnvestments Pty Bimited, a company
controlled uitimately by hr C Rable.

EBEMS provided Heckon imited with the rights to use propristary software in products sold by

the acquisition of EBMS, royalty payments are no longer required.

The consideration payable for the purchase of EBMS consisted of 5,000,000 ordinary fully pald
shares in Reckon Limited to be issued as follows, subject 1o certain pre-determined conditions
being met.

« 2,000,000 fully paid ordinary shares issued on 8 January 2002
« 1,000,000 fully paid ordinary shares issued on 8 January 2003
« 1,000,000 fully paid ordinary shares issued on 8 January 2004
« 1,000,000 fully paid ordinary shares issued on 8 January 2006

On 12th March 2003 the company and DJZ lnvestrments Py Limited, agreed to vary the terms of the
original share purchase agreement such that on that date the 1,000,000 shares due for issus on 8
January 2004 and 8 January 2006 were issued and placed in Escrow to be released subject to
certain pre-determined conditions being met on 8 January 2004 and 8 January 2005 respactively,

The conditions in relation 1o the shares o be released from escrow on 8 January 2004 were met and
the shares have been released.

The varation of the original share puchase agresment has enabled the company to estabiish
certainty regarding the purchase price of EBMS.

Disposal of Controfled Entity
In May 2003 the parsnt entity disposed of its 50% sharsholding in Zatso Py Limited.

24 Related Party Disclosures

{a) Directors’ Remuneration
Dietalls of directors' remuneration are disciosed in note 4 1o the fnancisl statements.

Greg Wilkinson, Phil Hayman and Steve Rickwood (former Director) have entered into an escrow
agreement with the company in respect of their shareholdings. The remaining shares that are subject
to escrow — reprasenting 26.66% of their respective sharehcldings — wil be released on 19 July 2004

{b} Directors’ Equity Holdings

Fully Paid Executive Share
Ordinary Shares Options
Held as af the reporting date by directors and
their director-refated entities in Reckon Umited 26,088,438 -

Ne ordinary shares wers issued to the directors and no executive share options were issued fo the
direciors during the financial year.

{c} Other Transactions with Directors
There were no other iransactions with Directors.
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{d} Transactions within the Wholly-Owned Group

During the financial year, Reckon Umited provided management, accounting and administration
services, at no cost, to other entities in the wholy-owned group.

{e} Related Parly Transactions
Intuit Ventures Inc

Intuit Vientures Inc, a significant shareholder {11.47% post the acquisiton of APS Group, refer note 31)
in Feckon Limited provides the rights for Reckon to market and distribute Intuit software throughout
Ausiralasia and parts of South-Izast Asla. In retum for this, Intult receivas a royalty payment based on
safes made throughout the territory. These rovalties amountad to 52,888,152 (2002 $2,620,383) which
is expensed in the manth the assodiated product was sold.

25 Notes To The Statement of Cash Flows

Consolidated Parent

2003 2002 2003 2002
$°000 $'000 $'000 $'000

{z) Reconciliation of Cash

For the purposes of the statement of cash flows,

cash includes cash on hand and in barks and

nvestments in money market instruments, net

of oufstanding bark overdrafts. Cash at the end

of the financial year as shown in the statement

of cash flows is reconciied to the related items

in the balance sheet as follows:

Cash §; 16,372 12,674 156,372 11,851
15,372 12,074 15,372 11,851

{it Cash balance iz predominantly in the form
of short-term promissory bills, which can be
accessed at call.

{b} Business Acquired - EBMS

Consideration
2,000,000 ordinary shares in Reckon Lid 493 205
1,000,000 ordinary shares in Reckon Lid 196 -
Cash - 3
589 298
Falr value of net assets of entity acquired
intellectual property 6589 298

Outfiow of cash to acquire EBEMS, net of cash acqudred:
Cash consideration - 3

Full detais regarding this are included in note 23



58 1 staternent of financial performance

{c} Business disposed

On 13/3/03 the consolidated entity disposed of an investment in an unlisted ertity for consideration
of $128,232. The consolidated entity had fully written down the investment in orior vears and

therefore the profit on disposal was $128,232

{d} Recongiligtion Of Profit from Operating
Activities After Income Tax To Net Cash
Flows From Operaling Activities

Consolidated Farent
2003 2002 2003 2002
$°000 $'000 $'000 $'000

Profit from ordinary activities after income tax 5348 2,272 5,419 2,272

{Profitiloss on sale of non-current assets (128 472 {125} 472

Depreciation adiusiment - - - -

Depraciation and amortisation of non-current assets 598 1,660 670 1,665

{Ilncreass)/decrease in assets:

Cumant receivables 514 {482} {B05 {584
Current inventories 708 61 e 61
Other current assets 24 &3 23 6o
Non-current recelvables (139 - {138 -

Increase/{decrease) in labilites:

Current frade payables 185 {7a3) K20 {726}
Other current abilities 400 {160} 70 {155
Other non-current kabllities (200 {519 {204 {519
Net cash inflow from operating activities 5684 2457 5,540 2,319
26 Qutside Equity Interests in Controlled Entities
Consolidated
2003 2002
$°000 $'000

Interast in:

Share Capital - -

Retained profits (3) 2}

(3] {2
27 Non-cash financing and investing activities
Consolidated Parent
2003 2002 2003 2002
$°000 $'000 $'000 $'000
Acauisition of controlied entity primarlly via the
issue of shares in the parent entity {hote 25) R0 PR5 589 205
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28 Fnancial Instruments

{a} Significant Accounting Policies

Details of the significant accounting policles and methods adopted, including the criteria for
secognifion, the basis of measuwement and the basis on which revenues and expenses are
mecognised, In respect of each class of financial asset, nancial labity and equity instrument are
disclosed in note 1 to the financial statements.

{a) Interest Rate Risk

The consolidated entity’s exposure to interest rate risk as at the reporting date was in respect of cash
of $15,372,173 {which attracts an average variable interest rate of 4.95%, {2002 4.56%). Al ofher
financial assets and hiabilities are non-interest bearing.

{b) Credit Risk

Credit risk refers to the risk that a counter party will default on its contractual obligations resuliing in
financial foss to the consclidated entity. The consolidated entity has adopted the policy of ony dealing
with creditworthy counterparties and obtaining sufficient collateral or other security where appropriate,
as a means of mitigating the risk of financial loss from defaults. The consclidated entity measures
credit risk on a fair value basis.

The consolidatedt ertity does not have any significant credit risk exposure o any single counterparty
or any group of counterparties having similar characteristics.

The carrving amount of financial assets recorded in the financial statements, net of any provisions for
iosses, represents the consolidated entfty’s maximum exposure 1o credit risk without taking account
of the value of any collateral or other security obtained.

{c} Net Fair Value

The carrying amount of financial assets and financial liabililes ecorded in the financial report
meprasents their respective net fair values, determined in accordance with the accounting policies
disclosed in note 1 to the financial statements.

29 Segment Information

The consolidated entity operates predominantly i Australia and in one industry,

30 Economic Dependency

Reckon Limited generates a significant volume of its revenue from products supplied by Intuit under
the manufacturing and distribution agreement i has with Intult Inc. The term of the agreement is 13
years and is sublect to market growth objectives. If these objectives are met the agreement is
autormatically exiended by one year for each calendar year in which Reckon meets or exceeds its
market growih chiective. To date Reckon Limited has exceeded these growth objectives.
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31 Subsequent Events

Subsanuent to the end of the financial year:

Acquisition of controlled entity

On 29 January 2004 the parent entity completed the acquisition of 100% of the issued share capital
of each of

+  Advanced Professional Solutions Pty Limited (ACN 082 521 917

+  Advanced Professional Solutions Limited fregistered in New Zealand, 911150

+  Advanced Professional Solutions Limited (registerad in the United Kingdorm, 030 810 211

The consideration payable for the purchase of the above entities consisted of:

+ 34 million cash paid on 28 January 2004 {of which a $1 million deposit had been paid as at
balance date).

*  B,B96,655 fully paid ordinary shares in the parent entity issued on 28 January 2004

in addition, further conaideration is payable to the vendors sublject to attainment of performance

goals. These amounts are held in escrow.

«  3500,000 cash subject to performance goals measured at 31 December 2004,

» 3500000 cash subject to performance goals measured at 30 June 2005,

* 8629069 fuly paid ordinary shares in the parent entity lssued sublect to performance goals
meastred at 31 December 2004, and

* 862069 ullty paid ordinary shares in the parent entity issued subject 1 performance goals
measured at 30 June 2005,

$1 milion of the $4 mifion cash component Is disclosed in the Tnancial staternents as deposiis incte
123, The addiional $337,000 included in deposits represents costs assaciated with the acquisition,

Options
12,778 aptions in the Execuiive Share Opiion Flan No. 2 have lapsed.

Issue of Shares
40,500 shares have been issued In relation to the exercise of options at an average price of $0.171.

Refer above for detalls of shares issued in refation 1o the acquisition of the APS entities.

Return of Capital

On 4 March 2004, the Board rescived to put o shareholders a special resolution approving the
payment of a return of capital of $0.03 {three cents) per share, with al shares freated equally. The
special resoluton wil be put to shareholders at the Annual General Meeting on 25 May 2004 for
approval. The record date is 1 June 2004 and the payment date is not before 14 July 2004, Further
detalls of the recommendation are included in the notice to the AGM.
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Additional information as at
15 March 2003

Twenty Largest Holders of Quoted Equity Securities

Ordinary Shareholders Number
Percentage %

1 infudt Ventures Inc 15,608,741 1147
2 Gregory John Wilkinson 11,000,000 808
3 Phiip Boss Hayman 9,000,000 561

4 Westpac Custodian Nomineas 8830173 6,49
5 APS Group Limited 8,896,552 507
& Steve Rickwood 5506,949 4058
7 DS investments Py Limited 5000,000 3.67
8  Eirade Australia Nominees Py 4,482,918 3.29
9  Fortis Clearing Nominees P/L 4,048,678 2.98
10 inva Custodian Py Limited 3,923,850 2.85
11 Clive Alan Rabie 3.568,4357 262
12 Mr Clive Rabie & Mr Joel Hable 3,265,000 2.34
13 Invia Custodian Pty Limited 2,600,000 1,91

14 Fretensis Pty Lid 1.531,357 1.3
15 National Nominess Limited 1,511,000 LI R

16 J P Morgan Nominees Australia 1284187 0.04
17 Eirade Australia Nominees Pty Limited 1,185,520 0.87
18 ANZ Nominees Limited 960,380 0.71

19 Graymatter Enierprises Py Lid 657,805 0.48
20 Permanent Trusiee Australia 540,000 0.47

114,891,637 65.31)

{i) Percentage calculated on total number of shares of 136,072,028, & excluding 1,724,138 held in
ascrow for APS Group Limited,

Ordinary Share Capital and Number of Holders of Equity Securities

137,802,456 {including 1,724,138 held in escrow for APS Group Limited) fuly paid ardinary shares
are held by 5895 individual shareholders as at 156 March 2003,

All tssued ordinary shares carry ane vote per share.
Options

2,041,830 options were held by 158 individual option holders as af 31 December 2003, These
opiicns do not carry a right o vote and are not listed on ASX,

Since 31 December 2003 12,778 options have lapsed.
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Distribution of Holders of Equity Securities
As at 15 March 2003

Ordinary
Shares Options
1- 1,000 1,298 —
1001 - 5,000 3113 18
5,001 - 10,000 853 71
10,001 — 100,000 667 o2
100,007 and over 64 -
Substantiat Shareholders
As at 15 March 2003
Ordinary Ordinary
Shares Shares
{Number) {Percentage}
Infuit Vieniures inc 15,608,741 11.47
Clive Alan Rabiaf) 11,823,437 5.69
Giregory John Wikinson 11,000,006 5.08
Phiip Ross Hayman &,000,000 5.61
Wasipac Custodian Nominees 8,530,173 £.48

{i} this includes associated holdings
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