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Reckon Limited

Highlights — Half Year Ending 30 June 2005

Reckon is pleased to announce details of the company’s results to 30 June this year.

6 months to 6 months to % Growth
June 2005 June 2004
{000} (000}

Revenue $22.2 miflion $18.8 million Up 18%
EBRITDA $5.5 million $4.3 million Up 30%
NPBT $5.2 million $4.1 million Up 27%
Income
Tax %1.8 million $0.1 million -
Expense
NPAT %3.4 million $4.0 million Down 14%

Results for 30 June 2004 have been restated to reflect AIFRS requirements. This has resulted in

an increase in net profit before tax of $0.3 million over previcusly reported results.

Key drivers for growth so far this year have been:

»  Asuccessful year for the APS businesses with further growth in top accounting firms using
APS technology

QuickBooks continuing to grow market share through retail sales;

QuickBooks sales also continuing to grow through recommendations from accounting firms to
their clients; and

»  BDeveloping strong recurring revenue streams across the group.

Trading for the first month of the second haif of the year is in line with expectations.

Net profit after tax is negatively impacied by a tax expense being booked for the first time in
Australia. Notwithstanding the tax expense for the pericd being $1.8 million, the cash flow impact
of tax is only $0.6 million.

The cash balance at 30 June 2005 was $18.3 million. On 4 July 2005 a total of $4.9 million was

paid to sharehoiders as a return of capital.




Appendix 4D
Half yvear report

Appendix 4D

Half year report

1. Company details
Name of entity

RECKON LIMITED

ABN or equivalent company Half yvear ended ('current period’} Haif year ended {‘previous

refarence period’}
[14 003 348 730 | [ 30 JUNE 2005 | [ 30 JUNE 2004 |
2. Results for announcement to the market $A'000’s
2.1 Revenues from ordinary activities up 182% to 22171
2.2 Profit (loss) from ordinary activities after tax down 140% 1o 3408
altributable to members
2.3 Net profit {loss} for the period atiributable to down 14.0% to 3,408
members
2.4 Dividends Amount per Franked amount
security per security
Interim dividend declared
NIL ¢ NIL ¢
2.5 +*Record date for determining entitlements to N/A
the dividend.
2.6 Brief explanation of any of the figures in 2.1 to 2.4 above necessary to enable the figures to
be understood.

The increase in revenue and net profit before tax predominantly reflect growth expertenced in both
the Quicken and APS businesses. Net profit after tax is negatively impacted by a ax expense
being booked for the first time in Australia. The cash flow impact of tax is $561,000.

3. NTA backing Current period Previous
corresponding
period

Net tangible asset backing per Tordinary | $0.12 $0.12

SeCLUrity
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4.1 Control gained over entities

Name of entity {or group of
entities}

Date control gained

N/A

Contribution of such entities to the reporting entity's
profit/ {loss} from ordinary activities during the period

{where material}.

Profit{loss} from ordinary activities and extraordinary
items after tax of the controlied entity {or group of
entities) for the whole of the previous corresponding

period.

4.2 Loss of control over entities

Name of entity {or group of
entities)

Date controt lost

N/A

Contribution of such entities to the reporting entity's
profitf {loss} from ordinary activities during the period

{where material}.

Consolidated profit/{loss) from ordinary activities of the
controlled entity (or group of entities) whilst controlied
during the whole of the previous corresponding period

{where material}.
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5 Dividends

Individual dividends per security

Date Amount per Franked Amount per
dividend is security amount per | security of
payable security at foraign
30% tax source
dividend
N/A
Interim dividend: Current year
: N/A
Previous year

6 Dividend Reinvestment Plans
The *dividend or distribution plans shown below are in operation.

N/A

The last date{s} for receipt of election notices for the

*dividend or distribution plans

7 Details of associates and joint venture entities

Name of associate/joint veniure

Reporting entity's percentage

holding

Contribution to Net profit/{loss}

{where material}

N/A

Current Period

Previous
corresponding
period

Current Period

Previous
corresponding
period
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Group’s aggregate share of associates’ and
joint venture entities’ profits/{losses) {where
material}:

Profit/{toss) from ordinary aclivities before
tax

income tax on ordinary aclivities

Profit/{loss) from ordinary activities
after tax

Extraordinary items net of tax
Net profit/{ioss)

Adjustments

Share of net profit/{loss) of associates
and joint venture entities

Current period
SA'000

Previcus
corresponding
period $A000
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8 Foreign entities

For foreign entities, details of origin of accounting siandards used in compiling the report {e.g.
International efc.)

N/A

9. If the accounts are subject to audit dispuie or qualification, details are described below

NIL
%nj e
Sign here: —_ Date: 22 August 2005
{Director)

Print name:  Greg Wilkinson




Directors’ Report

Your directors present their report for the half-year ended 30 June 2005,

Directors

The names of the company's directors in office during the half-year and untl the date of this report are as below.
Directors were in office for this entire period unless otherwise stated,

John Thame

Greg Wikinson

Phit Hayman {resigned 24 May 2005)
tan Farrier

Clive Rabie {appointed 24 May 2008)
Ered Hnker

Review of Operations
Overview of financial performance for the half-year.

30 June 30 June

2865 2004

$'000 5000
Revenue $22171 § 18753
MNet Profit before tax $ 5238 § 4112
Income tax expanse $ 1831 &% 150
MNet Profit after tax $ 3408 % 3,962

The increase in revenue and net profit before tax predominatly reflect the growth experienced
in both the Quicken and APS businesses. Net profit after tax is negatively impacted by
a tax oxpense being booked for the first time in Australia. The cash flow impact of tax is $561,000.

The company does not propose to dedlare a dividend at this time,

Rouriding of amounts to the nearest thousand dollars

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

Auditor’s independence declaration

We have obtalned an independence declaration from our auditors, Horwath Sydney Parinership, which is
attached to this report.

Signed in sccordance with a resolution of the directors.

John Thame
Chairiman

Sydney, 22 August 2005
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Consolidated Income Statement
For the half-year ended 30 June 2005

Revenue from continuing operations

Product and selling costs

Royalties

Employes bansfits expense

Emploves related expense

Expense of share-based payments

Marketing expense

Premigses and astablishment expenses

Brepreciation and amortisation of other non-current assets
Telecommunications

Other expenses

Profit hefore income tax

Income tax expense

Profit for the half-yaar

Profit atiributable to minority Interest

Profit atiributable to members of RECKON LIMITED

Earnings per share

Basic earnings per share
Biluted earnings per share

30 June
2005
$000

22171

{1,538)
{2,260)
{7.234)
(328)
(157)
(2,079
(842)
(735)
{208}

{1461}
5,239

{1,831}
3,408

3408

cents
25
2.4

The above consolidated incame statement should be read in confunclion with the accompanyiig nofes.
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Half-yoar

30 June
2004
S000

18,753

(1,362
{1.811)
(5,852)
(279)
{148)
(2.523)
{758)
{497)
(267)

{1,003}
4,112

150

3.862

3,862

cents
28
28



Consolidated Balance Sheet

As at 30 June 2005

ASSETS
Currerit Assets
Cash and cash equivalents
Recelvables
Inventories
Other

Total Currant Assets

Nen-Current Assets
Recelvables
Other financial assets
Property, plant and equipment
Peferred tax assets
Intangible assets
Other

Total Non-Current Assets
Total Assets

LIABILITIES

Current Liabilities
Payables
Tax liablities
Provisions
Other

Total Currant Liabilities

Neon-Current Liabilities
Beferred tax Habilities
Prowisions

Total Non-Current Liabilities
Total Liabilities

NET ASSETS

EQUITY

Contributed equity
Reserves

Retained sarnings/{accumulated losses)

Parent entity interest
bdinority interest

TOTAL EQUITY

30 June
2005
000

18,281
5,811
180
438

24 820

———

138
318
643
2,182
15,731

19,021
43,841

5453
518
662

1720

8,354

430
158

586
8,940

34,801

————

28,065
668
6,170
34,803

34,801

The above consoliidated balance shee! shawld be read in conjunction with the accompanying notes.

Page 3

31 December
2004
$'000

13,302
4,388
180
338

18,218

138
316
613
3,452
14,801

19,421
37.840

3,170
508
508

1.647

5835

430
113

543
§.378

31,262

53,048

488
22272
31,264

31,262
I



Consolidated Statement of Changes in Equity
For the half-year ended 30 June 2005

Half-year
30 dune 30 June
2005 2004
$000 000
Total equity at the beginning of the half-year 31,282 17607
Emploves share options 157 148
Exchange differences on transtation of foreign operations 26 79
Net income recoghised directly into equity 183 227
Profit for the half-yaar 3,408 3,862
Total recaognised income and expense for the halfysar 3581 4 188
Transactions with equity holders in their capacity as equity holders:
Contributions of equity, net of transaction costs 48 7.116
Total equity at the end of the half-year 34,901 28,812

Total recognised income and expense for the half-year attributable to:
fembers of Reckon Limited 3,501 4,188

bdinority interest —_— ———
3501 0

The aboie consolidated staterment of changes in equily showld be read in conjuncion with the accompanying mofes.
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Consolidated Cash Flow Statement
For the half-year ended 30 June 2005

Cash Flows From Operating Activities
Receipts from customers
Payments to supplers and employees
interest received

Net cash inflow from operating activities
Cash Flows From Investing Activities
Payment for property, plant and equipment
Payment for other assets
Paymeant for purchase of controlled entities, net of cash acquired
Payment for capitalised devslopment costs
Security deposits released
Net cash (outflow) from investing activities
Cash Flows From Financing Activities

Proceeds from issues of equity securities

Net cash inflow from financing activities

Net Increase/(Decrease) In Cash and Cash Equivalents

Cash and cash equivalenis at the beginning of the half-year
Effects of exchange rate changes on cash and cash equivalents

Cash and Cash Eguivalents at the end of the half-year

30 June
2005

$000

22,398
($16,288)
435

6,545
(192)
{1,403}
{1,505
48
48

4,988

13,302

18,201

The above consoliidated stalement of cash flows shoutd be read in conjunction with the sccomparnying notes.
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Half-year

30 June
2004

5000
17718

{14,363)
301

3,656

{200}
(43)
(3,365)
{838)
161

(4,345

58
58

{631)

15,372
10

14,751



Notes to the Financial Statements
For the half-year ended 30 June 2005

Note 1. Summary of significant accounting policies

This general purpose financial report for the interim half year reporting period ended 30 June 2006 has been prepared in
accordance with Accounting Standard AASE 134 “Interim Financial Reporting” and the Corporations Act 2001,

This interim financial report does not include all of the notes of the type normally included in an annual report.
Accordingly, this report is to be read in conjunction with the annuat report for the year ended 31 December 2004 and any
public announcements made by Reckon Limited during the interim reporting petiod in accordance with the continuous
disclosure requiternents of the Corporations Act 2001,

Basis of preparation of half-yearly repost

The principal accounting policies adopted in the preparation of the financial report are set out below. Unless otherwise
stated, the accounting policies adopted are consistent with those of the previous year.

The financial report has been prepared in accordance with the historical cost convention,

This half-year financial report complies with the Australian Accounting Standards, which include Australian equivalents to
infernational Financial Reporting Standards (AIFRSY. Compliance with AIFRS ensures that the half-year financiat report,
comprising the financial statements and notes thereto, complies with International Financial Reporting Standards {1FRS8.
This is the first half-year financial report prepared based on AIFRS and comparatives for the half- year ended 30 June
2004 and full-year ended 31 December 2004 have been restated accordingly. Reconciliations and descriptions of the
sffect of the transition from previous AGAAP to AIFRSs on the Group's equity and its net income are given in note 5.
Significant Accounting Policies

{a} Trade Pavables

These amounts represent liabilities for goods and services provided to the consolidated entity prior to the end of the
financiat year and which are unpaid. These amounts are unsecured and are usually paid within 30 days of the month of
recognition.

{b} Acquisition of Assets

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

Where equity instruments are issued in an acquisition, the value of the instrumenis is the weighlted average of their
closing markst price for the total of the five business days either side of the acquisition date.

in the svant that setflement of all or part of the consideration given in the acquisition of an asset is deferred, the fair valus
of the purchase consideration is determined by discounting the amounis payable in the future to thelr present value as at
the date of acquisition. However, where the deferred component is subject to certain oriteria being met, the amount
deferred is not taken into account as consideration unid the refevant criteria are met.

{c} Depreciation and Amortisation

Depreciation is provided on plant and equipment. Depreciation is calkculated on a straight-fine basis. Leasehold
improvements are amortised over the period of the lease or the estimated useful life, whichaver is the shorter, using the
straight-ine method. The following estimated useful lives are used in the calculation of depreciation:

Plant and squipment 3 -5 years

An assels carrying amount is written down immediately to s recoverable amount if the assets carrying amount is greater
than its estimated recoverable amount.

{d) Employee Benefits

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

Provisions made in respect of wages and salaries, annual lzave, and cther employee entitiements expected to be settled
within 12 months are measured at the amounts expected to be paid when the llabilities are setiied.

Provisions made in respect of long service leave which are not expected o be setfled within 12 months are measured as
the present value of the estimated fulure cash ocutflows to be made by the consolidated entity in respect of services
provided by employees up to the reporting date, using the projected unit credit method. Consideration i given fo
expected future wage and salary levels, experience of employee departures and periods of service.
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{e} Financial Instruments |ssued by the Consolidated Entity
Transaction Costs on the issue of Equity Instruments

Transacton costs arising on the issue of equily instrumenis are recognised directly in eguity as a reduction of the
proceeds of the equity insfruments o which the costs relate. Transaction costs are the costs that are incurred directly in
comnection with the issue of those equity instruments and which would not have been incurred had those instruments nof
been issued.

Interest and Dividends

inferest and dividends are classified as expenses or as distributions of profit consistent with the balance sheet
classification of the related debt or equily instruments or component parts of compound instruments.

{f) Foreign Currency Transiation
Functional and presentation currency

Hems included in the financial statements of each of the Group's entities are measured using the currency of the primary
economic environment in which the entity operates {(“the funclional currency”). The consolidated financial statements are
presenied in Australian dollars, which is Reckon Limited's functional and presentation currency.

Transactions and balances

All foreign currency fransactions during the financial year have been brought to account at the funclional currency using
the exchange rale in effect at the date of the transaction. Foreign currency monetary items al reporting date are
transiated at the exchange rafe existing at that date. Exchange differences are brought to account in the income
statement in the period in which they arise.

Group comparnies

The results and financial position of all the Group entities (none of which has the currency of a hyperinflationary economy)
that have a functional currency different from the preseniation currency are franslated into the presentation currency as
follows:

Assets and liabifities for each balance sheet presented are transiated af the closing rate at the dale of the balance sheet;
income and expenses for each income siatement are transialed at average rates {unfess this is not a reasonable
approximation of the cumulalive effect of the rales prevailing on the fransaction dates, in which case income and
expenses are translated at the dates of the fransactions); and

All resulting exchange differences are recognised as a separafe component of equity.

On consolidation, axchange differences adsing from the transiation of any net investment in foreign entities, and of
borrowings and other currency instruments designated as hedges of such investments, are taken to shareholder's equity.
When a foreign operalion is sold or borrowings repaid, a proportionate share of such exchange differences are
recognised in the income statement as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of a foreign entily are treated as assets and liabiities of the
foreign entily at the closing rafe.

{g) Goods and Services Tax
Revenues, expenses and assets are recognised net of the amount of goods and serviees 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 ttem of sxpense; or

i. 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.

{h} Intangible assets and expenditure carried forward

Goodwiil

Where an entity or operation is acquired, the identifiable net assels acquired are measured at fair value. Goodwill
represents the excess of the fair value of the cost of acquisiion over the fair value of the identifiable net assets acquired .

Goodwill is not amortised, instead goodwill is fested for impairment annually, or more frequently if evenis or changes in
circumstances indicate that it might be impaired, and is carried at cost less accumulated impairment losses.
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Goodwill is allocaled to cash-generating units for the purpose of impairment festing. Each of these cash- generating units
represents the Group’s invesiment in each country of operation by each primary reporiing segment.

Inteifectual Property

Acquired Infellectual Property is amortised on a siraight line basis belween 3-5 years.

Davelopment costs

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

Development costs on the existing APS suile of soffware applications are capitalised and written off over a 4 year period
commencing the tollowing month after the costs are incurred.

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

At balance date, a review of the canying value of the capitalised development costs being carried forward is undertaken
to ensure the carrying value is recoverable from futare revenue generaled by the sale of that sofiware.

{i) Income Tax

The income fax expense or revenue for the period is the fax payable on the current period's taxable income based on the
natienal income tax rate for each jurisdiction adjusied by changes in deferred fax asseis and liablliies attributable to
temporary differences between the fax bases of assels and liabilities andg their carrying amounts in the financial
staternents and to unused fax losses.

Deferred tax assets and liabilities are recognised for temporary differences at the fax rates expected to apply when the
assets are recovered or liabilities are settled, based on those fax rates which are enacied or substantively enacted for
each jurisdicion. The relevant tax rates are applied to the cumulative amounis of deductible and taxable femporary
differences to measure the deferred tax asset or liability. An exception is made for certain temporary differences arising
from the initial recognition of an asset or liability. No deferred tax assetl or liabilily is recognised in relation fo those
temporary differances if they arose in a fransaction, other than a businese combination, that at the time of the fransaction
did not affect either accounting profit or faxable profit or loss.

Deferred tax assels are recognised for deductible temnporary differences and unused fax losses only if it is probable that
future taxable amounts will be available o utilise those temporary differences and losses.

Current and deferred fax balances atiributable o amounts recognised directly in equily are also recognised direclly in
equity.

Reckon Limited, and its wholly owned controlied entifies have elected to implement the tax censclidation regime, The
Austratian Taxation Office has not yet been notified of the election.

As a consequence Reckon Limited as the head enfity in the tax consolidated group has recognised current and deferred
tax amounts relating o transactions, events and balances of the wholly- owned Australian controlied entities in this group
as if those fransactions, evenis and balances were s own, in addition io the curre nf and deferred tax balances in refation
to ifs own transactions, events and balances.

All the whelly-owned Ausiralian controlfed entities in the group have enfered into a fax funding agreement, the significant
terms of which are that tax expensesfcredits 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 s own right had the group not elected to be
taxed as a consolidated entily, Furthermore, in the event that the head endily defaults in s obligations under the tax
consolidation system, each entity in the group is limited in s obligation to fund the income tax obligation of the head
entity fo the proporion that the 1ax Hability to which the entity would have been liable had the group not elected to become
a tax consolidated entily bears io the total taxation liability of the head entity.

{iy Inventories

nverdories are stated atf the lower of cost and net realisable value, Cosis are assigned to inventory on hand on a
weighted average cost basis.

{k} Investments in controlied entities
Investments in controlied entities are recorded at cost, Other investments are recorded at cost.

Dividend revenue is taken o income on a receivable basis. Interest revenue is taken to income on an accrual basis,
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{f) Leased Assets

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

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

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

{m} Principles of Consolidation

The consolidated financial statoments 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.

The consolidated financial statements include the information and results of each controlled entity from the date on which
the Company obtains controf and until such time as the Company ceases to conirol such entity.

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

{n) Receivables

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

{0] Impairment of assets

Assets that have an indefinite useful life are not subject fe amortisation and are tested annually for impairment. Assets
that are subject to amortisation are reviewed for impairment whenever events o changes in circumstances indicate that
the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount. The recoverable amount is the highet of an assst's fair value less costs
to seft and value In use. For the purposes of assessing impairment, assels are grouped at the lowest levels for which
there are separately identifiable cash flows (cash generating units).

{p] Revenue Recognition

Sale of Goods and Disposal of Assets

Revenue from the sale of goods and dispesal of other assets is recognised when the consolidated entity has passed
control of the goods or other assets to the buyer. APS software ficence 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).
Rendering of Services

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

Interest and Other Revenue

interost revenue is recognised on a time proportional basis taking into account the inferest rates applicable to the financial
assets. Other revenue 18 recognised when the right to receive the revende has been astablished.

{r) Deferred Revenue

Revenue earned from maintenance and support services provided on sales of certain products by the consclidated entity
are deferred and then released to the income statement over the contract period, normally 12 months.

{s} Earnings 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 outstanding during the financial year, adjusted for bonus elements in
ordinary shares issued during the vear.

Diluted earnings per share adjusts 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
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weighted average number of shares assumed o have been issusd for no consideration in relation to dilutive potential
ordinary shares.

{t} Equity — based compensation benefits
Equity-hased compensation benefits are provided o employees via the Employee Option Plan.
Options granted before T November 2002 andior vested before 1 January 2004

Mo expense is recognised in respect of these options. The shares are recognised when the options are exercised and the
procesads recelved are allocated o share capital.

Options granted affer ¥ November 2002 and vested after 1 January 2004

The fair value of options granted is recognised as an emplovee benefit expense with a corresponding increase in equity.
The fair value is measured at grant date and recognised over the period during which the employess become
unconditionatly entitied to the options.

The fair value at grant dale is independently determined using a Black-Scholes opfion pricing mode! that takes info
account the exercise price, the term of the option, the share price at grant date, the expected volatility of the underlying
share, the expected dividend yield and the risk free rate for the term of the option.

The fair value of the eptions granted excludes the impact of any non-market vesting conditions. Nen- market vesting
conditions are included in assumptions about the number of oplions that are expected o become exercisable. At sach
balance date, the entity revises ifs estimate of the number of oplions that are expected to be come exercisable. The
employes benefit expense recognised sach petiod takes into account the most recent estimats.

Upon the exercise of options, the balance of the share-based payments reserve relating to those options is transferred to
share capital.

{u) Cash and cash equivalents
Cash and cash equivalents includes cash on hand, deposits held at call with financial institutions and bank overdrafts,
{v} Other financial assets

Cther financial assets represent security deposits held as rental guarantess. They are valued at cost.
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Note 2: Segment Information

Primary reporting - business segments

inter-segment
Quicken APS Other  Eliminations/
Unallocated Consolidated
$000 $'000 $000 $000 $000

Haif-year 2005
Total segment revenus 14 560 7,176 435 - 22171
Segment result” 3,727 e 435 - 5,239
Haif-year 2004
Total segment revenus 13,262 5122 369 - 18,753
Segment result” 2779 897 336 - 4,112

* The Ciiicken result includes royaity income from APS, niet of APS development costs and 1P amortisation.

Note 3. Equity securities issued

tssues of ordinary shares during the half-year: Hatf-year Half-year
2005 2004
Ne. F000 No. $000
Exercise of employee share scheme oplions 100,289 51 225791 83

Consideration for acquisition of controfled entities - 9,295 175 7,059

100,288 51 9,520,966 7121

A special resolulion, put to the Annual General Meeting on 24 May 2005, seeking approval for the reallocation of
$25,034.000 from accumulated losses to contributed equity, was approved, and the adjusiment has accondingly been made.

Note 4. Events occurring after balance sheet date

Return of capital

On 28 February 2008, the Board resclved fo put to the shareholders a

special resolution approving the payment of a return of capital of $0.035

{three and one half cents) per share, with all shares treated egually. The special
resofution was put to shareholders and subsequenily approved at the

Annual General Meeting held on 24 May 2005,

in July 2005, Reckon Limited distributed 54,861 763 to shareholders
as payment of the refurn of capital.

Share buy back

On 8 Fabruary 2005, the board resolved to approve an on-market buy back of up
10% of the issued ordinary shares during the the period 23 February 2005 to

31 December 2005, At the date of this report no shares have been purchased,
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Note 5. Explanation of transition to Australian equivalents to {FRSs

{a} Reconciliation of total eguity as presented under AGAAP to that under AIFRS

31 Dec 30 dun 1 Jan
2004 2004 2004
$000 $000 $000
Total equity under AGAAP 26,642 28,458 17.607
Adjustrrents to equity:
Write-back of goodwill amortisation (A} a7 453 -
Reassessment of available tax losses 623 - -
Tax effect of ahove adjusiments - - -
Total equity under AIFRS 31262 28912 17.607
{A} Goodwill is not amortised under AASE 3 "Business Combinations®, but was amortised under AGAAP,
{b} Reconciliation of profit after tax under AGAAP to that under AIFRS
Year ended Half-year ended
31 Dec 30 Jun
2004 2004
$000 000
Profit after tax as previously reported 8,869 3,657
Adiustments:
Write-back of goodwill amortisation (A} a7 453
Recognition of share-based payment expense {B) {338} {148)
Reassessment of available tax losses 623 -
Tax effect of above adjustments - -
Profit after tax under AIFRS 10,151 3862
(A} Goodwill 1s not amortised under AASB 3 "Busginess Combinations®, but was amortised under AGAAR.
{H} Options issued to employees after ¥ November 2002 but that had not vested by 1 January 2004 are charped

to the income statement under AASE 2 "Share-based Payment”, but not under AGAAP.
{c} Explanation of material adjustments to the cash flow statements

There are ho material differences between the cash flow statements presented under AIFRS and those presented
under AGAAP.

Note 6. Contingent liabilities

There are no contingent liabilities.
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Note 7. Business combinations

On 29 January 2004 the parent entity acquired from APS Group Limited (New Zeatand) 100% of the issued share capital
of the following enities comprizing he ARPS groop:

Advanced Professional Solutions Py Limited
Advanced Professional Solutions Limited {registerad in New Zealand)
Advanced Professional 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 frading lock to be released in two equald tranches on 31 December 2004
and 30 June 2005} and cash of $4.7milfon ($1.3mitlon of which was paid in 2003 and $1mitlion of which was placed
in esorow to be released in two equal tranches on the same dales as the shares), net of cash acguired.

The shares and cash due for release from escrow on 31 December 2004 and 30 June 2005, have been releasad.

Half-yoar
30 June 30 June
2005 2004
$000 000
Consideration:
8,295 175 ordinary shares - 7,059
Cash - 5,392
Beposit paid in cash in 2003 - 1,337
- 13,788
Eair value of net assets of entity acquired:
Cash - 2,027
Recelvables - 1,914
Other current assets - 138
Peferred tax assets - 212
Fiied assets - 212
Trade payvables - {426)
Current tax Habiliies - {173)
Provisions - {147}
Other current Habiities - {801)
Beferred tax Habilities - {434}
- 2,482
Goodwill - 11,306

- 13,788

The goodwilt is attributable to the high profitability of the acquired businesses. The fair value of assets and labilities
acquired equate to the acquires's carrying amount. No acquisition provisions were created. There were no acquisitions
in the half-year ended 30 June 2005
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Directors' Declaration

tn accordance with 2 resolution of the directors of Reckon Limied, | state that:
Iy the opinion of the directors:
{a} the financial statements and notes of the consolidated entity:

{iy give a true and fair view of the financial position as at 30 June 2005 and the
petformance for the half-vear on that date of the consolidated entity, and

{BH comply with Accounting Standard AASB 134 “Interim Financlal Reporting”
and the Corporations Regulations 2001, and

{b} there are reasonable grolinds to believe that Reckon Limited will be able o pay its debts as and when
they become due and payable.

On behalf of the Board

John Thame
Chairman

Sydney, 22 August 2005

Page 14



Horwith Sydaey Barmarship
AR A0 255 962 00
Trortersd Aol

T tlarket Streat Sydoew DR Z000

29 A + 2005 GRC Box 1425 Sydnaw NS
UQUS [ 13004 Syaney ddsrk
(O G352 U777 Main

VARV

My Fan

Wil foeTaL

The Board of Diractors

Reckon Limited

Ground Floor, Citywest Office Park

35 Baunders Street

Pyrinant NSW 2000 & e

AUDITOR'S INDEPENDERCE DECLARATION

This declaration is made in connection with our half-year review of the financial report of
Reckon Limited for the pericd ended 30 June 2005 and In accordancs with the provisions of
the Corporations Act 2001.

We declare that, to the best of our knowledge and bslief, there have beern:

N No contraventions of the auditor independence requirements of the Corporations
Act 2001 in relglion to this review;

N No contraventions of the Code of Professional Conduct of the Institute of Chartered
Accountants in Australia in relation 1o this review.

Yours faithiully
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INDEPENDENT REVIEW REPORT RECKON LIMITED

HORWATH SYDNEY PARTNERSHIP
Chartered Accountants

A member of Horwath international

1 Markat Street Sydney NSW 2600
GPO Box 1455 Sydney NSW 1041

independent review report to the members of Reckon Limited

Scope
The financial raport and directors’ responsibiiity

The financial report comprises the consolidated statemant of finandlal performance, statement of financlal position, statement of

cash Bows, accompanying notes to the inanclal statements, and the directors’ declaration for Reckon Limited {t‘r]e cpnsclidated
antity), for the half-year ended 30 June 2005. The consofidated entity comprises both the company and the entities it controfled
during that haif-year,

The directors of the company are responsibie for the preparation and fue and fair presentation of the financial report in
accordance with the Corporations Act 2001, “This includes responsibility for the maintenance of adequate accounting records
and infernal controls that are designed 1o prevent and detect fraud and error, ang for the accounting policies and accourding
estimates inherent in the financial report.

Review approach

We conducted an independent raview in order to state whether, on the basis of the procedures described, anything has come o
our attention that would indicate that the nancial report is not presented fairly in accordance with Accounting Standard AASE
1029 “interim Financial Reporfing” and other mandatory financial reporting requirements in Australia and the Corporations Act
2001, so as to present & view which Is consistent with our understanding of the consofidated entify's financial posifion, and
performance as represented by the results of its operations and s cash flows, and in order for the company to lodge the
financial report with the Australian Securities and investments Commission.

Our review was conducted in accordance with Ausiralian Auditing and Assurance Standards applicable to review engagements.
A review Is limited primarily fo inguiries of the company's personne! and analytical procedures spplied to the financial data.
These procedures do not provide alf the evidence that would be required in an audit, thus the level of assurance provided is legs
than that given in an sudit. We have not performed an audit and, accordingly, we do not axpress an audit opinion,

independence

We are independent of the company and group, and have met the indepsndence requiremenis of Australian professional ethicat
pronouncements and the Corporations Act 2001, In addition to our audit of the financial report, we were engaged to undertake
the services disciosed in the notes to ihe financial ststements. The provision of these services has not impaired our
indepandence,

Statement

Based on our review, which is$ not an audit, we have not become aware of any matter that makes us belisve that the haif-year
financiat report of Reckon Limited is not in accordance with:

{a) the Corporations Act 2001, including:
i giving & true and fair view of the consolidated entity's financial position as at 30 June 2005 and of s
performance for the half.year ended on that date; and
{ii} complying with Accounting Standard AASB 1029 “interim Financizl Reporting” and the Corporations
Reguiations 2001; and
[t other mandatory financial reporling requirements in Auslralia,

A D
Dated the ;)Ldayo

W

HORWATH §Y

v

2008,

EY PARTNERSHIP

Chartered Accountants

Horwath Sydney Partnership is an independent practice, Ofhier Horwath offices oparafe in each of the nation’s financial centres. Liabity is fimited
by the Accountanis’ Scheme, approved under the Professional Siandards Act 1984(NSW).
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' We account for tax — Minimal cash flow,
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