Reckon Limited

Appendix 4E

Preliminary Final Report

Financial Year Ended 31 December 2004

Results for announcement to the market

31 Dec 2004 31 Dec 2003 Y% Change
7000 $roo0

Revenue from ordinary activities 36,580 24,699 +48%%
Profit from ordinary activities before income

tan 6,702 3,348 +25%
Profit from ordinary activities after tax

atiributable (o0 members 8,869 3,348 +66%
Met Profit attributable to members 8,870 3,349 +66%
Earnings per share 6.4 cents 4. 2cents +54%

The business during the year benefited from the acquisition of the APS sroup of companies. The APS business was a
major driver in the NPAT surge of 66%. The NPAT surge was alse enhanced by recognition of tax revenue of $2.2
milon mainly relating to tax fosses and timing differences of prior vears brought to account for the first time; partiafly
offset by amortisation of APS goodwil of $1million. This amortisation will be replaced by an Impalrment test in 2005
folHowing the adoption of international accounting standards.

To clarify the normalised position:

31 Dec 2004 31 Dec 2003 % Change
70400 $r 000
Normalised profit from ordinary activities after
tax atiributable to members 7.699 3,348 +44%%

With normalised trading, the principal drivers of the business are QuickBooks and Quicken, and APS.

Against the background of competitive pressure in the QuickBooks market, revenue grew by 5.3% which was below
expectations. Profit from ordinary activities from this market was Impacted by increased costs in marketing, In 2004
there was a particular focus on branding to grow market unit share which is expected to reap benefits in 20035, This has

proved evident in trading for January 2005,

There were several objectives in acquiring APS, including:

* iy maintain the growth of APS in the top 200 accounting firms;

» i develop 4 suite of products from the existing APS range more appropriate to smaller practices;
» i develop an Infrastructure to market, distribute, implement and support that new suite, and

* o improve the bottom line.

Al these ohjectives have largely been met and provide a solid platform for the company in 2005.
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The resubts confirm the strategic and commercial value of scquiring the APS business which has brought a measure of
halance to the company’s results.

CEO, Greg Wilkinson said: “Early indications for 20035 show that our strategy is bearing fruit, with the trading result
from the small business accounting software business for January 2003 showing growth of over 20% on 2004 for the
same period. The health of the business is also reflected in an increase in operating cash flow of 33% on 2003

Net Tangible Assets per Security
The net tangible assets per security as at 31 December 2004 are 9.3 cents per share (2003: 12.6 cents per share).

Return of Capital

On 4 March 2004, the Board resolved to put to the shareholders a speeial resolution approving the payment of a return
of capital of $0.03 {three cents} per share, with all shares treated equally. The special resolution was approved by
shareholders at the Annual General Meeting on 25 May 2004, A total amount of $4.2 million was paid.

It is proposed to put to shareholders at the Annual General Meeting scheduled for late May 2005, a special resolution
for approval of the pavment of & further return of capital of $0.0335 (three and one half cents) per share, with all shares
rreated equally. Ful details of this proposed resolution will be included when the Notice of Meeting is distributed to
shareholders.

Share Buy Back
On 8 February 2003 the Company announced an on market buy back scheme effective 23 February 2003 in accordance
with Chapter 2J of the Corporations Act 2001, As at the date of this report the company has placed no bids.

Audit
This report is based on aceounts which have been audited.

For further information, please contact:
Mr Clive Rabie, COO

Reckon Limited, G412 121 712
cliverabie‘@iquicken.com.au




Statement of Financial Performance
for the Financial Year Ended 31 December 2004

Note Consolidated
2004 2003
$'000 $'000

Revenug from ordinary activities 2 36,580 24 89S
Product costs (2,922) {1,838)
Royaities (3,286) (2,911)
Employee benefits expense {11,628) {7,305)
Employee related expenses {590} (401)
Marketing expenses {4,268} {2,690)
Premises and Establishment expenses {1,53%) {1,209)
Depreciation and amortisation {1,120} {898
Goodwill amortisation (297} -
Telecommunications (685} (465)
Legai and Professional expenses {483) (505
Other expenses from ordinary activities {2,368} {1,129)
Profit from ordinary activities before

income tax expense 6,702 5,348
Income iax {expense)revenue relating to

ordinary activities 3 2,167 -
Net profit 8,869 5,348
Net loss attributable to outside equity

interest 1 1

Net profit attributable fo members of the
parent entity 17 8,870 5,349

Increase/decrease in  foreign  currency
transtation reserve arising on translation of
self-sustaining foreign operations 141 -

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

as owners 9,011 5,349
Cents Cents

Basic Earnings per Share 18 6.4 4.2

Diluted Earnings per Share 18 6.3 4.1

Notes to the financial statements are included on pages 6 to 23.



Statement of Financial Position
as at 31 December 2004

Current Asseis
{Cash assels
Receivables
inventories
Other

Tofal Current Asseis

Non-Current Asseis
Receivables
Other financial assets
Property, plant and equipment
Deferred tax asseis
Intangible assets
Other

Tofal Non-Current Assels
Tofal Asseis

Current Liabilities
Payables
Current tax liabilities
Provisions
Other

Total Current Liabilities

Non-Current Liabilities
Ceferred tax liahilities
Provisions

Tofal Non-Current Liahilities
Tofal Liabilities
Net Assefs

Equity
Contributed eguity
Reserves
Accumulated losses
Total parent entity interest

Outside equity interest in controlled

entities

Total Equity

Note Consolidated
2004 2003
5000 $000

20 13,302 15,372
5 4,398 2,092
4 180 277
6 338 295
18,219 18,036

5 139 139

7 318 271
8 813 408
10 2,829 -
11 13,904 1,335
9 - 1,337
17,801 3480

38,020 21,526

12 3170 2,336
508 -

13 508 468
14 1,647 1,082
5,835 3,886

430 -

13 113 33
543 33

6,378 3,919

29,642 17,607

15 53,043 50,020
16 141 -
17 {23,540 {(32410)
29,644 17,610
21 {2} {3)
29,642 17,607

Notes to the financial statements are included on pages 6 to 23.



Statement of Cash Flows

for the Financial Year ended

31 December 2004

Cash Flows From Operafting Activities
Receipts from customers

Fayments to suppliers and employees

interest received

Net cash provided by operating activities

Cash Flows From Investing Activities
Fayment for purchase of controlled entity, net of
cash acquired

Payments for purchase of inteliectual property

Fayment for capitalised development costs
Fayment for property, plant and equipment
Froceeds from disposal of other financial assets
Deposit for acquisition of controlied entity
Fayments for security deposits

Net cash used in investing activities

Cash Flows From Financing Activities
Proceeds from issues of equily securities

Return of capital to shareholders
Net cash used in financing activities

Net increasef/{Decrease) in Cash Held
Cash At The Beginning Of The Financial
Year

Cash At The End Of The Financial Year

Note Consolidated
inflows/{Outflows}
2004 2003
§000 $000

39,037 25717

{31,017} {20,718)

660 685

20(d} 8,689 5,684
20(b} {3,365) -
{650} {323)

{2,289) -

{334} {110)

- 128

- {1,000)

{45) -
{6,723} {1,305)

122 198
{4,158) {1,279)
{4,038} {1,081)

{2,070} 3,298

15,372 12,074

20(a} 13,302 15,372

Notes to the financial statements are included on pages 6 to 23.



Notes to the Financial Statements for the Financial Year Ended

31 December 2004

Summary of Accounting Policies
Financial Reporting Framework

The general purpose financial report has been prepared in accordance with the Corporations Act
2001, applicable Accounting Standards and Urgent Issues Group Consensus Views.

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

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

Significant Accounting Policies

Accounting policies are selected and applied in 8 manner which ensures that the resuliant financiat
information satisfies the concepts of relevance and reliability, thereby ensuring that the substance of
the underlying transactions or other events is reported.

The following significant accounting policies have been adopted in the preparation and presentation
of the financial report:

{a} Trade Payables

These amounts represent liabilittes for goods and services provided to 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 recognition.

{b) Acguisition of Assets

Assets acquired are recorded at the cost of acquisition, being the purchase consideration
determined as at the date of acquisition plus costs incidental to the acquisition.

Where eguity instruments are issued in an acquisition, the value of the instruments is the
weighted average of their closing market price for the total of the five business days either
side of the acguisition date.

in the event that settlement of all or part of the consideration given in the acquisition of an
asset is deferred, the fair valug of the purchase consideration is deiermined by discounting
the amounts payable in the future to their present value as at the date of acguisition.
However, where the deferred component is subject to certain criteria being met, the amount
deferred is not taken into account as consideration until the relevant criteria are met.

{c} Depreciation and Amortisation

Depreciation is provided on plant and equipment. Depreciation is calculated on a straight-
line basis. Leasehold improvements are amortised over & years or the estimated usefu life,
whichever is the shorter, using the straight-line method. The following estimated useful lives
are used in the calculation of depreciation:

Plant and equipment 3-5years
Leasehold improvements 5 years



(d)

(e)

(h

{9)

Cmployee Benefils

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

Provisions made in respect of wages and salaries, annuat leave, and other employee
entitlements expected 10 be setiled within 12 months are measured at the amounts expected
io be paid when the liabilities are seftled.

Provisions made in respect of long service leave which are not expected to be setiled within
12 months are measured as the present value of the estimated future cash outflows to be

made by the consolidated entity in respect of services provided by employees up to the
reporting date.

Financial Instruments fssued 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 equity
as a reduction of the proceeds of the equity instruments 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 would 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 consistent with
the statement of financlal position classification of the related debt or equity instruments or
component parts of compound instruments.

Foreign Currency Transiation

All foreign currency transactions during the financial year have been 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 to account in the statement of financial performance in the period in
which they arise.

Exchange differences relating to foreign currency monetary items forming part of the net
investment in a self-sustaining foreign operation are transferred on consolidation fo the
foreign currency translation reserve.

Assets and liabilities of self-sustaining foreign controlled entities are translated at reporting
date using the current rate method and exchange differences are taken directly io the
foreign currency translation reserve. Revenue and expenses are translated at the average of
rates during the period.

Goods and Services Tax

Revenues, expenses and assels are recognised net of the amount of goods and services

tax (GST), except:

i where the amount of GST incurred is nct 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
expensea; or

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

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



()

(i}

intangible assels and expenditure carried forward
Goodwill

Where an entity or operation is acquired, the identifiable net assets acquired are measured
at fair value. The excess of the fair value of the cost of acguisition over the fair value of the
identifiable net assets acquired, including any liability for restructuring costs, is amortised on
a straight line basis over 10 years, being the period during which the benefits are expected
to arise.

intellectual Property

Acquired Inteliectual Property is amortised on a straight line basis between 3-5 years.

Development cosis

Development costs are recognised as an expense when incurred, except in the underoted
instances.

Development costs on the existing APS suite of software applications are capitalised and
written off over a 4 year period commencing the following month afier the costs are incurred.

Development costs on new APS products are capitalised and written off on a straight line
basis over a pericd of 4 years commencing at the time of commercial release of the new
product.

At balance date, & review of the carrying value of the capiialised development cosis being
carned forward is undertaken to ensure the carrying value is recoverable from fuiure
revenue generated by the sale of that sofiware.

income Tax

Tax-effect accounting principles have been adopied whereby income tax expense or benefit
has been calculated on pre-tax accounting profits or losses after adiustment for permanent
differences. The tax-effect of timing differences, which occur 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. In the prior year the future income tax benefits relating to tax losses and timing
differences were not carried forward as an asset.

Reckon Limited, and its wholly owned controlled enlities have elected to implement the tax
consolidation regime. The Australian Taxation Office has not yet been notified of the
election.

As a consequence Reckon Limited as the head entity in the tax consclidated group has
recognised current and deferred tax amounts relating to transactions, events and balances
of the wholly-owned Australian controlled entilies in this group as if those transactions,
avents and balances were its own, in addition to the current and deferred tax balances in
relation to its own transactions, evenis and balances.

All the wholly-owned Australian controlled entities in the group have entered into a tax
funding agreement, the significant terms of which are that tax expensesicredits which arise
under the Legislation are allocated to each entity within the group, on the basis of the
expense which the entity would have incurred in its own right had the group not elected to be
taxed as a consolidaled enlity. Furthermore, in the event that the head entity defaults in its
obligaticns under the tax consolidation system, each enfity in the group is limited in s
obligation to fund the income tax obligation of the head entity to the propostion that the tax
liabitity to which the entity would have been liable had the group not elected to become & tax
consolidated entity bears {o the total taxation liability of the head entity.
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(k)

{0

{(m)

()

{0}

{r}

invenfories

inventories are stated at the lower of cost and net realisable value. Costs are assigned o
inventory on hand on a weighted average cost basis.

Investments

investments in controfied entities are recorded at cost. Cther investmenis are recorded at
cost.

Dividend revenue is taken 1o income on a receivable basis. Interest revenue is taken to
income on an accrual basis.

Leased Assefs

A distinction is made between finance leases which effectively transfer from the lessor to the
lessee substantially all the risks and benefits incident to ownership of leased assets, and
operating leases under which the lessor effectively retains substantially alt the risks and
benefits.

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

Ogperating fease payments are charged as an expense in the period in which they are
incurred. This basis is representative of the patfern of benefits derived from the leased
assetl.

Principles of Consofidation

The consclidated 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 conirolled eniities as defined in accounting standard AASE 1024
“Consolidated Accounts”. A list of controlied entities appears in note 19 1o the financial
statements. Consistent accounting policies have been employed in the preparation and
presentation of the consolidated financial statements.

The consclidated financial statements include the information and resulis of each controlled
entity from the date on which the company obtains control and untif such time as the
company ceases to control such entity.

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

Receivables

Trade receivabies and other receivables are recorded at amounis due less any provision for
doubtful debts.

Recoverable Amount of Non-Current Assels

Non-current assets are written down to recoverable amount where the carrying vakue of any
non-current asset exceeds its recoverable amount. In determining the recoverable amount
of non-current assets, the expected net cash flows have not been discounted to their
present value.

Revenue Recognition

Sale of Goods and Disposal of Asseis

Revenue from the sale of goods and disposal of other assets is recognised when the
consolidated entity has passed control of the gooeds or other asssis to the buyer. APS
scftware licence fee revenue is recognised at the point when the customer is in agreement
for a “live operation” {(i.e. when all users can use the system on a fully functional basis}.



{r)

(s}
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Rendering of Services

Revenue from a contract fo provide services is recognised by reference to the stage of
completion of the contract or on & time and materials basis depending upon the nature of the
contract. Support and maintenance revenue is recognised on a siraight-line basis over the
period of the contract.

Interest and Other Revenus

intgrest revenue is recognised on a ime proportional basis faking inte account the interest
rates applicable to the financial assets. Other revenue is recognised when the right to
receive the revenue has been established.

Comparative Figures

Where necessary, prior year comparatives have been reclassified in order to facilitate more
meaningful comparisons.

Deferred Revente

Revenue earned from maintenance and support services provided on sales of certain
producis by the consoclidated entity are deferred and then released to the Statement of
Financial Performance over the contract peried, normally 12 months.

Larnings per share

Basic earnings per share is determined by dividing net profit after income tax attributable to
members of the company by the weighted average number of ordinary shares ouistanding
during the financial year, adiusted for bonus elemenis in ordinary shares issued during the
year.

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

Equity - based compensation benefits

Equity-based compensation benefits are provided to employees via the Employee Option
Plan.

No accounting entries are made in retation to the Employee Option Plan until options are
exercised, at which time the amounts receivable from employees are recognised in the
statement of financial position as share capital.
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Australian Equivalents to international Financial Reporting Standards {“ AEIFRS"}

The Australian Accounting Standards Board ("AASB"} has adopted AEIFRS for application to reporting
periods beginning on or after 1 January 20056. The AASB has issued AASB equivalents 1o Internationat
Financial Reporting Standards and Urgent Issues Group Interpretations corresponding to international
Financial Reporting interpretations adopted by the Internationai Accounting Siandards Board. These
Australian pronouncements will be first reflected in the consoclidated entity's financial statements for the
half-year ending 30 June 2005 and the fuil year ending 31 December 2005.

The consolidated entity is aware of AEIFRS and the effect it wilt have on its financial statements. Maijor
changes o date that will be reguired to the consolidated entity's existing accounting policies include the
following:

Intangible assets - goodwill

Under AASEB 3 "Business Combinations”, amortisation of goodwill is prohibited. 1t will be replaced with
annuat impairment testing focusing on the discounted cash flows of the related cash generating unit.
This will result in a change te the current accounting policy, which conferms to existing Australian
accounting standards, under which goodwill is amortised on a straight-line basis over 10 years, this
being the pericd during which the benefits are expected to arise. Amortisation costs of $996,983 p.a. will
no longer be charged against profits. Recoverable amount is presently assessed based upon
undiscounted future cash flows.

Equity-based compensation benefils

Under AASB 2 “Share Based Payments” equity-based compensation to employees will be recognised as
an expense in respect of the services received. This will result in a change to the current accounting
policy, which conforms to existing Australian accounting standards, under which no expense is
recognised for equity-based compensation. The effect that this will have on the consolidated entity result
is yet! to be finalised.



Profit from Ordinary Activities

Profit from ordinary aclivities before income tax
includes the following items of revenue and
expense:
Operating Reveniue
Sales revenue:

Sale of goods
Non-Operating Revenue

Other income

Interest revenue - Other entities

Proceeds from sale of other financial assels

Expenses
Cost of Sales
Net provision for doubtfui debis in respect of
amounts receivable from: Other Entities
Net transfers to/{from) provisions:
Sales returns and rebates
Surplus lease space
Employee entitlements
Depreciation of non-current assets:
Property, plant and equipment
Amortisation of non-current assets:
Leasehold improvements
Inteliectuat property
Develcpment costs
Goodwill
Inventory write-downs and other losses
Research and Development costs
Operating lease rental expenses:
Minimum lease payments

Consolidated

2004 2003
$000 $'000
35,620 23,371
291 556
669 644

- 128

960 1,328
36,580 24,659
6,208 4,650
196 31
(134) 249
(46) (23)
94 83
245 384
156 137
545 377
174 -
997 -
20 25
1,891 2,048
1,088 952
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Consolidated

2004 2003
$000 $'000
3. Income Tax
(a) The prima facie income tax expense on pre-tax

accounting profit reconciles to the income tax

expense in the financial statements as foliows:

Profit from Ordinary Activities 6,702 5,348

Income tax expense calculated at 30% of profit

from ordinary activities 2,011 1,604

Tax Effect Of:

Effect of higher tax rates on overseas income 52 -

Sundry non-deductible items 315 117
2,378 1,721

Benefit of tax losses of prior years recouped {1.868) (1,721}

Benefit of timing differences and tax losses not

previously recognized now considered virtually

certain {(2.577) -

Income tax expense/{revenue} attributable to

profit from ordinary activities {2,167) -

(by  Future income iax benefits not brought to

account as an asset: not virtually certain

Tax losses:

Revenue 533 5117

Capital 2432 2,447

Timing differences - 488
2,965 8,052

The future income tax benefits of tax losses and timing differences not brought fo 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 realised;

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

c) no changes in tax legisiation adversely affect the realisation of the benefit from the
deductions.



7.

inventories

Finished goods:
Al net realisable value

Receivables

Current:
Trade receivables
Provision for doubtful debts

Gther Receivables

Non current:
Trade receivables

Other Assets
Prepayments

Security deposits
Work in progress

Other Financial Assets

Security deposits

Consolidated

2004 2003
$'000 $'000
180 277
4,200 2,142
(282) (86)
3,927 2,056
472 36
4399 2,092
139 139
275 151

- 144

63 )
338 295
316 271




10.

Property, Plant And Equipment

Leasehold Improvements

At cost

Less: Accumulated amortisation
Total leasehold improvements
Plant and equipment

At cost

Less: Accumulated depreciation
Total piant & equipment

Reconciliations

Consolidated

2004 2003

$'000 $'000
719 640
638 482
81 158
3,449 2,658
2,817 2,308
532 250
613 408

Recongciliations of the carrying amounts of each class of property, plant and equipment
at the beginning and end of the financial year are set out below.

Consolidated

Carrying amount ai 31 December 2003

Additions
Disposais

Depreciationfamoriisation expense

Balance at 31 December 2004

Non-Current Assets - Other

Deposits and other costs in relation o the

acquisition of a subsidiary

Deferred Tax Asset

Future income tax benefit:
- Timing differences
- Tax losses

15

Leasehold Plant and
Improvemenis Equipment Total
$'000 $'000 $000
158 250 408
79 527 608
(1586) {245} {401}
81 532 813

Consolidated

2004 2003
$'000 $'000
- 1,337
703 -
2,128 -

2,829 -




11.

12.

13.

14.

Intangibles

Inteliectual property — at cost
Accumulated amortisation

Development costs — at cost

Accumulated amortisation

Goodwill

Accumulated amortisation

Aggregate amortisation allocated during the year is recognised as an expense and
disclosed in note 2 {o the financial statements

Payables

Current:

Trade payables and sundry accruals

Employee benefits

Provisions

Current:

Sales returns, volume rebates
Cost of surplus leased premises
Employee benefits

Other

Non-current:
Employee benefits

Other Liabilities

Current:
Deferred revenue

Consolidated

2004 2003
$000 $000
4,075 3,385
(2595) {2,050
1,480 1,335
2,289 .
(174) -
2,115 -
11,306 .
(997) -
10,309 -
13,904 1,335

2,342 1,778
828 558
3,170 2,336
193 327

- 46

111 95
205 -
508 468
113 33
113 33
1,647 1,082

16



15.

16.

17.

18.

17

Contributed Equity

2004 2003
Fully Paid Ordinary Share Capitaf No. $'000 No. $000
Balance at beginning of financial year 129,141,230 50,020 124 842 816 50,411
Issue of shares 8,723,718 7,181 4,288,414 888
Return of capital - {4,158) - {1,279)
Balance at end of financial year 138,864,048 53,043 128,141,230 50,020

Fully paid ordinary shares carry ong vote per share and carry the right to dividends.
Shares And Options issued During The Financial Year

9,295,175 shares were issued during the year were in relation to the acquisition of a controlled entity.
Full details relaling to this are disclosed in note 18,

420,590 Options were exercised during the year with an average exercise price of $0.29.

Buring the vear a Return of Capitat was paid in the amount of 3¢ per share. This resulied in a
reduction in Capital of $4,158,384.

Buring the year the company issued 1,595,657 options under the Executive share option plan no. 2 at
an average strike price of $0.659.

Consolidated

2004 2003
$'co0 $'000
Reserves
Foreign currency transiation reserve
Balance at beginning of financiat year . .
Translation of foreign operations 141 -
Balance at end of financial year 141 .
Accumulated Losses
Balance at beginning of financial year {32,410} {37,759}
Net profit 8,870 5,349
Balance at end of financial year {23,540} {32,410}

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

Earnings Per Share 2004 2003

¢ ¢
Basic earnings per share 6.4 4.2
Diluted earnings per share 6.3 4.1
Weighted average number of ordinary shares used in the
caiculation of basic earnings per share 137,808,871 127,893,162

Weighted average number of ordinary shares and potential
ordinary shares used in the calculation of diluted earnings per
share 140,979,550 130,034 822
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Controlled Entities

Ownership Interest

Name of Entity Country of
Incorporation

Parent Entity
Reckon Limited Australia
Controfled Entities
Reckon.com.au Pty Limited Australia 100 100
Reckon Australia Pty Limited Austratia 100 100
Reckon Investment Centre Limited Austratia 100 100
Reckon Online NZ Limited New Zealand 100 100
Reckon Online Holdings Pty Limited Australia 100 100
Reckon Pacrim Pty Limited Australia 100 100
Reckon Training Pty Limited Australia a6 on
Electronic Business Management Software Pty Australia - 100
Limited
Advanced Professional Solutions Pty Limited Australia 100 -
Advanced Professional Solutions Limited New Zealand 160 -
Advanced Professional Solutions Limited United Kingdom 100 -

Acqguisition of controlled entities

On 28 January 2004 the parent entity acquired from APS Group Limited {New Zealand) 100% of
the issued share capital of the following entities comprising the APS group:

+ Advanced Professionat Solutions Pty Limited

+ Advanced Professional Solulions Limited {registered in New Zealand}

+ Advanced Professionat Solutions Limited {registered in the United Kingdom}.

The consideration paid for the purchase of APS consisted of 8,285,175 ordinary fully paid shares
in Reckon Limited {1,724,138 of which were issued subject to a trading lock to be released in two
equat franches on 31 December 2004 and 30 June 2008) and cash of $4.7million {$1.3million of
which was paid in 2003 and $1million of which was placed in escrow to be released in two equal
tranches on the same dates as the shares), net of cash acquired.

The shares and cash due for release from escrow on 31 December 2004, have been released.



Consolidated FParent

2004 2003 2004 2003
$000 $'000 $'000 $'000

20. Notes To The Statement of
Cash Flows

{a} Reconciliation of Cash

For the purposes of the statement of
cash flows, cash includes cash on
hand and in banks and investments
in money marke! instruments, net of
ouistanding bank overdrafis. 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 (i} 13,302 15372

13,302 15,372

{f)y Cash balance is predominantly in the
form of shorf-term mongy market
deposit, which can be accessed at
call.

(b Business Acquired

APS Group
Consideration:
9,285,175 ordinary shares in Reckon
Lid 7,059
Cash 5,392
Deposit paid in cash in 2003 1,337
13,788
Fair value of nef assefs of enlify
acquired:
Cash 2,027
Recefvables 1,814
Other current assets 138
Deferred tax assets 212
Fixed assets 272
Trade payables (426)
Current tax liabilities {173)
Provisions (692)
Other current liabilities {358)
Deferred tax liabilities {434)
2,482
Goodwill 11,306
13,788

Full details regarding this are included in note 18.
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Consolidated

2004 2003
$000 $'000
EBMS
Consideration:
2,000,000 crdinary shares in Reckon Lid - 493
1,000,000 ordinary shares in Reckon Lid - 186
Cash - -
- 689
Fair value of net assets of entity acquired
Inteliectual property - 689
Quthlow of cash 1o acquire EBMS, net of cash
acquired:
Cash consideration - -
{c} Business disposed
On 13/3/03 the consolidated entity disposed of an
investment in an unlisted entity for consideration
of $128,232. The consolidated entity had fully
written down the investment in prior years and
therefore the profit on disposal was $128,232
(d} Reconciliation Of Profit from Operating Acftivities After
income Tax To Net Cash Flows From Operating Activifies
Profit from ordinary activities after income tax 8,869 5,348
{Profit}fioss on sale of non-current assets - (128)
Depreciation and amortisation of non-current assets 2,117 898
Increase/{decrease) in current tax liability 336 -
Increase/{decrease) in deferred tax balances {2,621} -
increase/{decrease) in unrealized foreign currency transiation
reserve 141 -
{Increase)/decrease in assels:
Current receivables {393} (814)
Current inventories 97 (70}
Other current assets 85 24
Non-current receivables - {139)
Increase/{decrease) in liabilities:
Current trade payables 410 185
Other current liabilities (442) 400
Other non-current liabilities 80 {20}

Net cash inflow from operating activities 8,689 5,684




21.

22.

QOutside Equity Interests in Controlled Entities

interest in:
Share Capital
Accumulated Losses

Non-cash financing and investing activities

Acquisition of controfled entity via the issue of shares in the
parent entity (note 19)

Consolidated
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2004 2003

$'000 $'000
(2) (3)
{2) (3)

7,059 689




23.

Segment Information

Primary reporting - business segments

For management purposes, the consolidated entity is organised into two major operating

divisions:
- Quicken products
- APS preducts

22

These divisions are the basis upon which the consolidated entity reports its primary segment

information.

The principal activities of these divisions are as follows:

- Cwiicken products - development, distribution and support of personat financial and accounting

software.

- APS products - development, distribution and support of practice management tax and

client accounting software.

The APS Group was acguired on 29 January 2004,

Segment revenues

External sales Inter-segment Other Total
2004 2003 2004 2003 2004 2003 2004 2003
$'000 $'000  $000 $'0C0  $'000  $000 $000  $000
Quicken products 24602 23371 2,158 - 882 1,328 27,643 24899
APS products 11,018 - - - 78 - 11,086 -
Totat of all segments 38,739 248699
Efiminations (2,159} -
Consolidated 36,680 24,699
Segment results
2004 2003
$000 $000
Quicken products 3,856 5,348
APS intellectual property 1,856 -
APS products 987 -
Profit from ordinary activities before income tax 68,702 5348
Income tax revenue relating 1o ordinary
activities 2,167 -
Net profit 8,860 5,348
Segment assets and liabilities
Asgsets Liabilities
2004 2003 2004 2003
$'000 $'000 $'000  $'000
Quuicken products 18,903 21,526 6,707 3818
APS products 20,381 - 2,935 -
Total of all segments 39,284 21,526 9842 3818
Efiminations {3,264) - (3,264} -
Consolidated 36,020 21,526 6,378 3,918
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Other segment information
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Qluicken products APS products

2004 2003 2004 2003
$'000 $'000 $'000  $'000
Acquisition of segment assets 2684 433 14,827 -
Depreciation and amortisation of segment assels 747 898 1,370 -
Secondary reporting - geographical segments
Acquisitions of
proeperty, plant and
equipment,
Segment revenues intangibles and other
from sates to non-current segment
external customers Segment assels assets
2004 2003 2004 2003 2004 2003
$'000 $'000 $'000 $'000 $'000 $'000
Australia 31,389 23.371 29,888 21,528 10,161 433
Other countries 4 234 - 8,388 - 4,830 -
35,620 23,371 38,276 21,528 14,981 433
Unailocated asseis {2,256)

Total asseis

Economic Dependency

36,020 21,628

Reckon Limited generates a significant volume of its revenue from products supplied by Intuit under
the manufacturing and distribution agreement it has with Intuit Inc. The term of the agreament is 13
years and is subject to market growth objectives. If these objectives are met the agreement is
automatically extended by one year for each calendar year in which Reckon meets or exceeds iis
market growth objective. To date Reckon Limited has exceeded these growth objectives.



