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chairman’s review

The results of the compary’s operations for 2005 bear positive testimany to the strategic
direction of the business. As many shareholders will be aware the company has come a long
way since its listing in July 1889, We have overcome some difficulties and have since acquired a
measure of rhgturity white maintaining a flexibility and rimblensss to pursue market opportunity
and growth. In 2005, we were able to declare our fourth profit in a row. We have undertaken
several capital management exercises since 2003 which have returned value to shareholders
and we are now in a position o declare our maiden dividend. Cur core strategy is to continue
to drive horme our technological superiority over ouwr competitors o

»  leverage the annual infuit Inc research and development spend of US$300 million;
* 3COUNG New customers,;

»  expand product offerings;

»  obtain efficiencies across complementing product offerings:;

» obtain the right blend of revenue streams; and

»  rpaintain high margins.

Several strategies that have been put in place are producing results.

Professional business ~ product excelfence

The APS husiness continues to impress. Inn 2005 the APS Advance product was being used
by 25,000 accounting practiioners represerting growth of 100% over the fast three yvears. By
the end of 2005 APS can lay claim to having added a further 24 accounting firms out of the
top 100 in Australia to its customer list. The Advance Foundation product, aimed at srmaller
accouring firms, was launched in Cotober 2004 and now has 72 firms using it The APS
business also continues 1o show commitment 1o excellencs in product developrment and was
awardsd Microsoft Gold Certified Partner status in 2005, Cuslomer surveys cortinue to rank
the product superior to our competitors in most argas, including schnology and support.
in New Zealand wa have also seen good cusiormer growih.

Professional business -~ growth
in 2006 APS will roll out a new tax product and a larger range of products for larger professional
accounting firms.

Recurring revenue - growth driven

We have succeeded in obtaining an ever improving blend of recurring and first ime revenue.
Hecurring revenue in 2005 represernts 53% of group revenue. Z8% of revenue was derved
from new product salss which provides an exceallent platform for organic growth in racurning
revenues.

Contribution of revenue - growing revenue streams

The APS business contributad 34% of group revenue and as with last year, APS' performance
agan indicates what an exceflent acouisition we did back in 2004,

Customer acquisition — product excellence

in the QuickBooks side of the business we acauired 32,000 new customers, while 37,000
custormers renewed their subscription 1o products. The total customer bage represents a
forrmidable 400,000 customers. There was 11% growth in revenue in the QuickBooks sector.

Product development - product excellence

in the QuickBooks side of the business we expanded the range of products offered with the
launch of GuickBooks EasyStart, a simple vet powerful software aimed &t the lower enc of
the market. Sales of this product in 2005 were beyond expectation and these new cuslomers
with an eniry level product are fertile ground for growdh. At the other end of the gpectrum
the company saw excefiert growth of 57% in the Enterorise markel. The featurs set of the
procucts generally was enbanced by the addition of conmectsd services.

in March 2008 we acquired the technology and customers of Elite Practice Solutions and thus
brought to the business the opportunity to provide slectronic tax lodgement software (o the
Cuiicken software customer hase.



Scope for growth in personal finance market - driving growth

The company enjoys an excellent position in the persanat finance and wealth management
software rmarkeat. We acauired 13,000 new custormers in this market in 2006 and now have a
total of 280,000 registered custorners. This is an ideal platform from which to meet increasing
consumer demand for wealth management tools. Owr recent strategic aiances with Quicken
ETRADE is hopefully the first of simiar transactions o iake advantage of the opportunity.

2005

The results which show sustained growth in all key indicators over the last four vears, are a
culmination of the above strategies:

2002 2003 2004 2005

Revenue $23.5m  $24.7m $36.6m  $402.3m
% Growth - 51% 48% 16%
EBITDA (pre R&D and Royatties) £9mn $10m $13m $16m
Margin 38% 3% 36% 38%
EBITDA $3.5m $5.6m  S7.8m  H10.14m
Margin 18% 23% 21% 24%
NPBT $2.3m  $53m  &7.4m $9.3m
Margin 10% 22% 20% 22%
% Growth - 1836% 38% 26%

Collectively all these outcomeas provide proof of excellent results and a platform for growth,

2006

The first few months of 2006 indicate that the company continues to head in the right dirsction.
in the QuickBooks and Quicken market in the first 8 weeks of 2006 in retail sales we outgrew
the market by 10% and achieved 38% rmarket share, up from 35% on the same period for
last year.

For the APS business, the existing custormer pipealine indicates continued prospects for growth,

The company has also positioned itself to maximise growth potential and exploit group
sfficiencies. Grag Wikinson's appoirdment i February 2008 as Deputy Chairman together
with Clive Babie’s appointment as Group CEO caments in place a senior executive struclure
that permits focus of their regpactive sirengths to grow the company.

W rernain corfident that as the business grows wa are pursuing the right strajegies. Hremaing
for me to congratulate the comparny for its success and to wish it well for the remainder
of 2008.

John Thame

Chairman
8 March 2006

Quicken E*TRADE

Quicken Australia has partnered with
E*TRADE to offer investors a comprehensive
online trading service.




ceo’s review

The past year has contained rmany new inftiatives and opportunities for Reckon.

Exploring new areas and markets

We expanded our offering 1o explore untapped markets - such as the micro busingss, now
catered for with QuickBooks EasySiart. To launch EasyStart into the market, we offered these
custormers 106% cash back for two weeks — generating market buzz, iots of press, awarenass
in the retail channel and a rice jump in market share. We now look forward to senvicing thase
custamers throughout thelr businass growth and sucoess.,

Cur Retall Starter Kit was launched shorlly thereafler - this is a complete retail solution combining
our award-winning QuickBooks Plus and QuickBooks Poirt of Sale packages, which includes
the essertial hardware peripherals fo provide retailer custormers with an affordable point of sale
and hack office management solution, aut of the box.

The response from custamers to Quicken's regional roadshow iy 2004 ingpired us o create
the National Business Roadshiow in 2005, We spent six weeks travelling to 34 regional
and metrapoiitan centras, pullng gether the experts in small business technology with
representatives from Microsoft, Hewlett Packard, Telstra, American Express and ARL - to
present a cormplele offering o small businesses for all of their hardwars, business and financial
management software and connectivity needs.

On the persona financial management front, we finally achieved a long term goal with a very
successiul technology integration with F'TRADE. Quicken Personal Plus customers can now
seamlessly irtegrate their activity on the stock exchange with their desktop software. This will
save them a great amount of time, ensure accuracy and effortiessly manage the tax implications
of thelr investment activities.

Using our expertise and experience

These developments mean that the quality of our products continues 1o be recognised in
inclustry publications, with awsards from Australian PG User and APC magazines for our
QickBooks accouniing and Quicken personal finance tools.

Whilst on the subject of awards, we are very proud 1o announce that APS was awarded Gold
Certified Pariner status, Microsoft’s highest partner level —which recognises APS as one of the
top-ranked developrnent houseas in the country, This is a direct reflection of the quality of the
APS suite of praducts.

We continue to develop for the future — our next release of GuickBooks introduces sven more
tools and features to benefit small business. We've included an Auclit Gompany File wizard o
give customers peace of mind and control over the integrity of their data. Cudcken Superlink,
our new fully integrated Super Choice solugion will also be tlaunched — helping small businesses
save on compliance costs.

O the APS front, we algo launched Advance CRM, a solution that fully integrates with the
Advance Practice Managemert software suite - allowing our clients to extend the value of their
exisling database o manage new fee opportunities.

We continued o achieve growth frorm our existing APS products and senvices — there are now
256 000 individuals using APS Advance. This is more than twice the number of users than only
three years ago. Since the launch of Advance Foundation Suite in Octaber 2004, seventy two
firrns have implemented. This suite was specifically designed for the smaller accounting firms
of 15 indiidual users or less.

Partnering with other experts in our field

Cur recent acquisition of the Desktop Supsr product and customers provides a natural fit
with the APS suite and an extension with good growth potential. The product quality and
development behind it is consistent with the high standards expected of and associated with
the existing APS suite of products.

However, cliert satisfaction, and not just acquisition, has ahlways been the main goal for APS.
in 2008, a survey showed that over 85% of clients rated Advance Practice Management,
Artvance Practice 1Q and Advance Tax as superior or far superior to their previous product.
This response formed the basis for an advertising campaign to accourting professionals, with
testimonials from delighted clients.



We have introduced a new corporate structure to manage growth and stralegic opporiurities.
Onr business now focuses on our three custormer groups — accounting professionals,
businessss and consurmers. Clive Rabie has been appointed as the Group CEOC to averses
these units, and | will be concantrating on strategy as Deputy Chairman. Henoe this will be rmy
last report ag CEO.

O recent acouisition of the Elite business provides opportunities for each of these groups.
Hite develops and distributes tax relum preparation foois used by thousands of accourtants
angl tax agents in public practics. This means that Reckon s now in a position to offer a
complete product sulte and service offering 1o the accourting and tax agent industry. The
Eiite product range will be aligned with the QuickBooks small business and Quicken personal
finance custorner groups, while allowing APS to continue its focus in the larger and more
cormplex applications. Elite has had a long stancing relationship with APS, with the tax forms
forming part of the APS sulle of products. The acquisition will also give Blite customers accass
to a broader range of products and services and grealer integration in the product suites.

bwould ke to thank you for your support, and we look forward to sharing our achisvements
and succasses with you throughout the year.

s~

Greg Wilkinson
Chief Exacutive Officer

“People who work together

will win, whether it be against
complex football defenses, or the
problems of modern society.”




directors’ report

The dirsctors of Reckon Umnited subrmi these financial staternents for the financial year
ended 31 Decernber 2005,




John Thame lan Ferrier Greg Wilkinson

board of directors

John Thame AAIBF FCPA
age 64, Non-Executive Chairman

Johny Thame has over 30 years’ experience in the mstall financial services industry. He was
Managing Birector of Advance Bank Uimited from 1988 until it merged with St George Bark
Uimited in January 1997 and held a variety of senior positions in his career with Advance.
Johwy is Chairrman of 8t George Bank Umited and Abacus Praperty Trust Group Urmitad.
He was a dirsctor of AWE Uirmited until 10 March 2005. John was appaintaed to the board on
15 Judy 1999,

lan Ferrier FCA
age 65, Non-Executive Director

tan Ferrier is the founder of Ferrer Hodgson. He is a Feliow of the institute of Chartered
Accountants in Australia, He has had over 40 years experience in company carporate recovery
and turmarcund practice. He is also a director of a number of private and public companies. lan
i currently Chairman of invoCare Limited, Port Douglas Reef Resorts Limiter] and a director of
McGuigan Simeon Wines Umited, Macquarie Goodrman Managemert Limited and Australian
Ol Company Lirmited. lan has had significant experience in property and development, tourism,
rmanufacturing, retal, hospitality and hotels, infrastructure and aviation and services industries.
tan joined the board on 17 August 2004,

Greg Wilkinson
age 50, Executive Deputy Chairman (effective 22 February 2006)

Greg Wilkinson has 20 years experience in the computer softwares industry. Greg entered the
industry in the sarly 1980s in London where he managed Caxton Software, which becams
one of the UK's leading sofiware publishers. Greg co-founded FReckon in 1987, and since
that tirme has been the Chief Executive Officer. In Fabruary 2006 Greg was appoirted io the
pasition of Deputy Chairman. Greg becarme a member of the Board of the listed entity on 19
July 1985,

Clive Rabie WMyron Ziotnick

Clive Rabie
age 46, Group Chief Executive Officer (effective 22 February 2006)

Ciive Rabie's appointment as a director was confirmsd at the Annual General Mesting o 24
May 2005. Clive has been Chief Operating Officer of the Comparny since 2001 and in that
tirme has played a pivolal role in the tum-around in the performance of the Company. He has
extensive management and operational experience in the 1T and retall seciors as both an
owner and director of companies. Iy February 2006 Clive was appointed 1o the position of
Group Chisf Executive Officer.

Phit Hayman
age 47, Executive Director (resigned effective 24 May 2005)

Phil Hayman co-foundsd Reckon i 1987 with Greg Wilkinson. Until Decernber 2004, Phil
gpent 17 years with the carmpary, initially as finance dirsctor and Iater as Logistics Manager.
Phil resigned as a dirsctor on 24 May 2005,

Fred Tinker
age 52, Non-Executive Director {resigned effective 20 September 2005)

Frad Tinker was with Intuit Inc, USA, for 8 years and was Director of Corporate Allances. Intuit
has licensed 1o Reckan the righis to localise, mandfacturs and distribute the Quicken range of
personal and financial management software and also the rights 1o the wwaw.guicken.com.
au website, Fred managed this rslationship and previously held several financial positions,
inclucing Director of International Finance, Director of Financial Planning ard Analysis and CFO
of VESC, an internal start up at Inluit. Fred spent the previous 12 vears al Apple Computer in
various financial management roles. The last 4 was spent at Claris, the software subsidiary of
Apple Cormputer, whers he last was the Vice President of Finance. Fred resigned as a director
o 20 Septermber 2006 after he left Inuit,

Myron Ziotnick LLM
age 41, General Counsel and Company Secratary

Myron Zlotnick has over 15 years axperience as a general and corporate counsel, and as
a direcior of companies in the information, communications and technology sector.



Principal Activities
Rackon Umited conducts busingss in three main sectors.

Uncler the QuickBooks brand Reckon deveiops, localises, distributes and provides after sales
tachnical support for the accounting softwars needs of small to medium size businesses.

In the personal finance and wealth managerment sector Heckon develops, localises, distributes
and provides after sales fechrical support for Quicken branded softwares for personal users.

Across both of these business sectors, Reckon also develops applications carying the
QuickBooks and Quicken brand, that enhance the products.

Reckon operates its QuickBooks and Quicken business under an exclusive evergrean licence
from Intuit Ine. Intuit is & leading US based accounting softwars house with over 25 milion
customers world widle, sales of over USS2 bilion and a market capitalisation of close to
US$10 bifion. Intuit’s annual research and development budget exceeds US$300 milior. The
cOmpany s able 1o leverage off this exiensive research and development spend without the
usual associated development risk. The licence from Initdt has an effective continuing roling
tarm of 10 years.

In the third business sector, urkder the APS brand, Reckon algo develops, distributes and
supports the Advance suite of practice management, tax and client accounting sofiware for
professional accourting firms in Austealia, New Zealand and the United Kingdormn. A majority of
the major accounting firms in Australia and New Zealand use APS products.

Review of Operations
Overview of financial performance:

31 Dec 2004

000
restated % Change
Ravanue 36,580 +16%
Profit bafors incoms tax 7,361 +26%
Profit attributabie 1o mermbers 10,182 -31%
Cperating cash flow 8,689 +44%
Earmings per share (after taxg 744 -310%
Earninge per share (before tax) 534 +26%

NPAT is negatively impacted by a tax expense being booked for the first time in Australia in
2005, The 2004 result is posttively impacted by the once-off booking of unutiised tax losses
and termporary differences. NPAT growth on a normalised basis (2004 adiusted for tax losses
and termporary differences) would have been 26%.

The Future

There ig historcally proven growth potertial in the market for the QuickBooks and Quicken
range of products despife a reasonably mature market, 1t is expected that sales growth will
cortinue along the trenc in 2005, into the future subject to market condiions. There has been

a strong start to 2008. The compary continues to enjoy an excellent relationship with rdult Inc.

The APS business will also continue to grow in 2008 on the back of continued maintenance
ravenue growih.

The groug intends to continue the strategy of migrating s customer base to a recuring revenus
rmodel where an annual or monthly fee is paid to cortinue to recelve upclates, upgrades and
suppart for their application. 53% of Reckons' revenug is now recurring. The comparny also
enjoys strong growth in new product sales providing a platform for further recurring revenue,

A significant percentage of Reckon’s net asset valug is presently in cash. As such, the comparny
constantly reviews potential opportunities 1o acquire businesses or technology that deliver
appropriate EPS accrative returms.

Return of Capital

As reporied last year, when the board met in February 2005 1o review the results for 2004, it
intercled 1o recommend the payrment of a dividend out of profits for 2004, However, based
upon achvice received the company established that the hoard’s power 1o declare a dividend
for the 2004 financial year could effectively only be exercised befors 31 December 2004. The
reason for this is that the company carred accumulated losses and although the comparny
generated a profit in 2004, those samings could only be used for purposes of declaring a
dividend before 31 Decermber 2004, After that date any profit could not be used as retained
samings and had 1o be taken up and offset against the accumulatad losses.

Accordingly on 28 February 2005, the board resolved {0 put 1o the shareholders a special
resolution approving the payment of a return of capital of $0.035 (thvee and one half cents)
per share, with all shares treated equally. The special resolution was approved by sharehoiders
at the Annual General Meeting on 24 May 2005. A total amount of $4,861,763 was paid to
shareholders.

Accumulated Losses to Capital

To overcome the problem mentioned above relating 1o the impact of accumulated losses on
the board's power 10 declare & dividend, shareholders were requested to approve by way of
special resoiution that the capiial of the company be reduced from $53 million to $28 milion
by realiocating contributed equity of $25 million, the amount of accurnulated losses in the
cormpary. This approval was obtained &t the Annual General Meating on 24 May 2005. Thig
sffectively freed up the board's power to declare dividends as appropriate.

Share Buy Back & Reduction of Capital
On market buy back

Ot 8 February 2008 the company announced an on market buy back scheme effective 23
February 2005 in accordance with Chapter 2J of the Carporations Act 2001. On 11 Novernber
2005 the buy back was withdrawn. As at that date no bids had bean placed.

Reduction of capital

On 20 Becember 20058 a 5% reduction of capital was appraved by way of special resciution
of shareholders. it was implementad on § January 2008 as follows:

by purchasing from each sharsholder & fully paid ordinary shares out of every 100 fuly
paid ordirary shares held Dy them as at the record date of 29 Decarmber 2005;

+ by then paying AB0.80 for each fully paid ordinary share so purchased; and

+  then cancelling the 5 fully paid ordinary shares out of every 100 {one hundred) fully paic
ordinary shares so purchased,

The comparny accordingly reduced its share capital by $5,567,557 consisting of 6,959,496
fbly paid ordinary sharas.



At 6 January 2006

138,186,236 8,055,458 132,236,740

Full details of the reduction of capital are contained in the Notice of Special General Meeiting
sent to shareholders on 17 Novernber 2005.

Significant Changes in State of Affairs
Except as disciosed alsewhers in this financial report, there weare no events duwring 2008 that
represented malerial changes to the stale of affairs of the company.

Matters Subsequent to the End of the Financial Year
Declaration of a Dividend
On 23 February 2006, the board declared a maiclen dividend of 2¢ per share {unfranked)

payahle to shareholders recorded on the company's Register as at the record dats of 9 March
2006. The cormpany does not have a dividend re-investrnent plan currently in operation.

Acquisition of Elite Tax

Effective 1 March 2006 the company acquired the “Elite” business from Hite Practios Sclutions
Pty Limited. The purchase price of $2.3 million is payable in two tranches of $1.6 milion &t
completion date and $0.7 million in one years time. The purchase price equales to 4.3 times
NPBET for the financial year ending 30 Juns 2005.

Hite devetops and distributes 1ax returm preparation tools used by accountarts and tax agents.

It is anticipaied that the product tools will also be rmade available to QuickBooks small business
and Quicken personal customers.

tn addition the Elite product range also includes ledger, fixed asseat and rertal property modules
wihich again are complementary 1o the existing smal to medium business product range.

As part of the transaction the existing management and staff of Blite have beean retained.

It is irtended that Elite will focus s energy and align its product range with the Quicken and
QuickBooks customers, whils APS will to continue its focus in the larger and rmore complex
applications.

Acquisition of Desktop Super

On 20 February 2008 the company acquired the Desktop Super product and cuslomers
from the Deskiop Partnershin, The acoudsition adds a logical and complementary product
offering to the APS suite of products and opens apportunities for growth in the superannuation
admiristration software market. The purchase price is payable in tranches: $450,000 at the
effective date of the agreerment and the balance subject to perdormance, gualily conditions
and the delivery of additional functionality.

Exclusive Distribution Agreement for Quicken Superbink

Also on 20 February 2006 the company signed an exciusive distribution agreerment to delver
Quicken Superlnk to QuickBooks customers. The company has an option to acquire the
technolagy outright aver the next 2 years.

This product presents growth potential in the market for managing and administering Super
Choice. Quicken Superlink provides small businesses with a faclity integrated  within
QuickBooks to electronically distribute superannuation contributions to different nominated

funds. it is designed to simplify the extra burden placed on amal business by Super Choice.
Quicken SuperLink will be releassd with the next version of QuickBooks.

Management Restructure

Hiective 22 February 2006 the company announced that in order to continue to pursue growih
opporiunities and 1o consolidate its strategic direction Mr Greg Wilkinson has been appointed
as Depuly Chairman responsible for strategy, and Mr Clive Rabis has been appointed as Group
CEO.

Lass than Marketable Parcels

On 31 January 2008, the company announced that it will offer 1o holders of less than marketabls
parcels of shares to purchase such shares at $0.80 per share. Offers were sant 1o shareholders
wiho at close of husiness on 31 January 2006 continued 1o hold 841 shares or lsss (hased on
a cloging price of $0.78 on 30 January 2008). The offer will rernain open until 30 June 20086,
if al refevant shareholders accept the offer, the cost to the company will be approximately
$120,000.

Other than as disclosed in this Directors’ Report no other matter or circumnstance has arigen
since 31 Decermber 2005 that has significantly affected, or may significantly affect:

+  the consolidated entity’s operations in future financial years, or
+  the results of those operations in future financial years, or

+  the consolidated entity’s state of affairs in future financial vears.

Options

Since balance date 27,444 shares were issued after exercise of options under Shars Option
Plan 2.

Sirice 31 Decernber 2005 271,832 options have lapsed.

tflective 31 December 20056 the comparny lerminated Share Option Plan 2. Going forward
it will issue shares 1o new employees pursuarnt 1o the share scherme approved at the Special
General Mesting on 20 December 2005 or such other plan that the company may lawfully put
in place frorm time to time. The Rermuneration Report in the directors’ report contains details of
the retevant long term incentive plans approved by sharsholders at the Special General Mesting
of the cormparny heid on 20 December 2005.

Future Developments

Other than as outiined above, disclosure of information regarding Bkely developmenis in the
operations of the consolidated entity in future financial years and the expected resuits of those
operations s fikely to rasult in unreasonable prejudice to the consolidated ertity. Accordingly,
this information hias not besn disclosed in this report.

Directors’ Shareholdings

As al the date of this report, the directors held shares and options in Reckon Limiled as set out
in the Bermuneration Beport immediately balow. All options were granted under the Beocutive
Share Option Plan No.2.

Remuneration Report

Policy for deterrmining remuneration of directors, the CEO and COO, and senior executives is the
ulfirmate responsibifity of a remuneration cormitiee corrprising the Chairman of the board and
the other independent ron-executive directors. The Chairman of the rermuneration cormmittes
is tan Ferder. There is no formal charter for the remuneration committee but policy is set with



due consideration for the need 1o motivate directors and management to pursue long term
growth and success of the company as well as 10 tie rermuneration in with performance as
cortermplated in the ASK Corporate Governance Guidelings of March 2003 ("ASX Guicialines™).
It is the view of the board that the company complies with the substance of the aims and
aspirations of the ASX Guidelines in the contaxt of the size of the comparny, the size of the board,
the size of the senior managemernt leam and the size of the business. Palicy for determining
rernuneration of secretaries and serior managers referred to hereafier as senior managers),
hasg been delegated fo the CEO and COO0 by the board. The board approves all remuneration
in its review of the company’s annual budget processs.

The policy is 1o pay dirsctors, the CEO and COC, and senior managers remuneration consistent
with market comparisons suited to the unigue features of the company, the competitive
landscape, the scale of the business, the responsibilities of the individual directors and seniar
rmanagers, and intemal relativities. The board is conscious of the need o attract and retain
talert. The rermuneration policy takes account of striking the right balance bebween short terrm
benefits and long terms incentives. Al remuneration is reviewed annually. Generally increases,
i justified, will not exceed comparable market increases.

The executive directors and senior maniagers are all appoirted on standard employment tenms
that are not fixed term contracts,

For 2005, for the CEO, COO and serior managers, remuneration comprises a fixed glement,
a short term incentive glement and a long terrm incentive glermernt. The short term incentive
glement of remuneration is dependent an satisfaction of perdformance conditions. A poal
representing a percentage of the combined fixed remuneration of the CEG and COO is the
total potential amourd in which the CEC and GOO can share f the performance conditions arg
met. There are three weighted dlements to the performance conditions set for the CEG and
GO0, viz: arevenue targetl, a net profi after tax ("NPAT} target, and earnings per share {"EPS")
target measured against the expected performance of the company. The board retaing a
discretion regarding the allocation of the pool betwean the CEO and COO. A paol representing
a percerdage of the combined fixed remuneration of all senior rmanagers’ remuneration is the
total potential armount in which senior managers can share squally if performance concditions
are met. The performance conditions set for senior managers include, a revenue target, a net
profit after tax (“NPAT™) target andd £PS target measured against the expectsd performance
of the company. Short term incentives are paid in cash as bonuses after the finalisation of the
financis results for the year in question, usually in about Mareh of the following vear.

The long term incentive slement is intended to round off the mix of remuneration elerments,
it is aimed af retaining the long term senvices of the executives and senior managers o whom
it appliss and {o aign their remuneration with the longer term perfarmance of the company.
The substance of the long ferm incertive element was announced in the notice of mesting
prececing a Special General Meeting held on 20 December 2005, In generd terms, the long
term incentive element comprisas an option plan and a performance plan. For both the option
plan and the performance plan, the board in its discretion can makes offers to applicable
executives and senior managers 1o pariicipates in the long term incentive plan. Options granted
and/or perforrmance shares awarded (all in respect of the company’s ardinary shares) do not
vast before three years after their grant date. Vesting is also conditional upon the company
achieving defined performance criterta. The performance criteria are based upon a so-calied
total shareholder ratum (TSE) target. A TSR is the return 1o sharsholders over a presoribed
periad, being the growth in the company’s share price plus dividends or returns of capital
for that periocd. The company’s initid TSR target will be the company achieving a median or
higher ranking against the TSR position of individual companies within & ‘comparator group” of
comparies {ie a group of comparable ASX listed companies pre-selected by the board) over
the same period. The inifial comparator group was determined by independent advisers and
was set out in the Chalrman's speech at the Special General Mesting on 20 Decarnber 2008,

The board will review the suitability of the comparator group on an ongoing hasis,

Orly 50% of options or perdonmance shares become exercisable or vest i the initial
perormance oriterion is satisfied. The extent 1o which the balance of options or performance
shares bacorme exercisable or vest will depend on the extent to which the initial performance
criterion is exceeded {ig the extent to which the company exceeds a median ranking against
the TSR pasition of the comparator group of comparnies).

Because the jong term incentive plan contemplates that execulive directors participate in the
scherns which may include the kssue of securities to directars, the plan was put to shareholders
for approval at a Special General Mesating on 20 December 2005, The requisite approval was
obtained.

At the rmeeting sharehoiders also approved a share appreciation right plan. This is an altermative
remuneration slement (o offering options or perfarmance shares) under which the board can
invite eligible empioysss o apply for a right 1o receive a cash payment from the company
saual to the amount {f any) by which the market price of the company’s shares at the date of
exercise of the right exceeds the market price of the company's shares at the date of grant
of the right. The right may oy be exercised i performance oriteria are met. The performance
criteria are fixed by the board in the exercise of its discretion. At present these are the same as
the TSR target set for the right 1o exercise options or for performance shares to vest.

it is the board’s opinion thal an adequate balance is struck between the three elements
comprising the refevant rerpunsration. For short lerm incentives, the parformance targets
reflect, in pari, the key factors that the cormpany pursues in raeasuring its performanos: volume
of sales; profit generated; and valus retumed to shareholderg in terms of EPS. The targets also
represert a measurs of an incentive 1o encourage comemitrment to the business and to its
growth. The audited financial results for the year are used to assess whether the performance
conditions are satisfied. Audifed results represent an independent accwrate method of
determining the attainment of the conditions. For long term incentives, the additional targets
cormprising TSH reflect a further assessment of value 1o sharsholders before the remuneration
s earned. As stated above the comparator group to which reference will be had will be subject
to reviews,

The Rermuneration Committes s satisfied that to date, the remuneration of the executive
directors and senior managers accords with the general upward trend of the performance of
the company and returns (o shareholders, but also takes inte account the imperative 1o retain
their services so as to avoid the busingss and opportunity costs associated with replacing
thern; as well as the nesd 10 be commensurate with market rates.
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Indemnification of Officers and Auditors 1 D : t . th t f th : k

During the financial vear, the cormpany paid a premium iy respect of a contract insuring the lve rSl y . e ar O ln In g
directors of the company fas named abovel, the company secretary and alf executive officers . T
of the company, and of any related body comporate, against a fability incurred as a director, d p d tly t g th
secretary or executive officer to the extertt permitted by the Corporations Act 20071. The contract l n e e n e n O e e r‘

of insurance prohibits disclosurs of the naturs of the liabiity and the amount of the prermium.

In addition, Rule 12 of the comparny’s constitution obliges the company to indermnify on a full Malc Olm St@\/@ﬂ S0oN FOFb@S

indermnity basis and to the full extent permitted by law, gvery director, officer or former officer
for all losses or iabilities incurrad by the parson as an officer. This obligation continues after the
person has ceased to be a director Or an officer of the company or a related body corporate,
bui operatas only 1o the extent that the loss or liabiBly is not coverad by insurance.

The company has not otherwise, during or since the financial year, indermnified or agreed to
indermnify an officer or auditor of the cormpary, or any rslated body corporate, against a liabifity
incurred as an officer or audditor.

Directors’ Meetings
The folowing table sets out the number of directors’ meetings held during the financial year
and the number of mestings atiendsd by sach director.

Reackon Limited - Attendance Tables

A B A B A B
Gd Wikinson 11 11 NA, NA, MNA NA,
PR Hayman 4 3 NA, NA, NA NA
JM Thame 11 11 2 2 3 3
F Tirkear I &) NA, NA, 2 2
| Ferier 11 10 2 2 3 3
C Babie 2] & NA, NA, MNA NA,

key: A—rnausmber of mesiings eligibée to attend; B - nuimber of meetings stiended,

Non-Audit Fees
Details of the non-audit services can be found in Note 4 to the financial statements.

Rounding of Amounts

The compary s a company of the kind refarred to in ASIC Class Order 98/0100, and in
accordance with that Class Order, armounts in the directors’ report and the financial staterments
have been rounded off 10 the nearest thousand doliars.

Auditors’ independence Declaration
The auditors independsnce declaration for the year ended 31 December 2005 has been
received and can be found on page 38.

Signed in accordance with a resciution of the direciors made pursuant to Section 298 of the
Corporations Act 2001,

On behaif of the directors

Mr J Thame
Chairman
Sydney, 8 March 2006




corporate governance statement

Governance of the company in general is in accordance with the ASK Principles of Good
Corporate Governance of March 2003 {Mhe ASX Governance Principles”). Substantial
compliance with the ASX Governance Principles is always pursued by the Board, Any departure
from the ASX Goverrance Principles is purely formal and generally justified on the basis that
formal compliancs is not applicable to the size of the company and the resources avaiiable.

Management and Oversight

The company is governed on behalf of the shareholders by s board of directors through the
managemert which the board oversees. The board is responsible for ensuring appropriate risk
managerment, accauntabity, and coniral mecharisms. The board algo provides advice and
input inte development of comorate strategy, performance objectives, and appointment of
senior executives. The board monitors and reviews the performance of the company, financial
reporting and implermesrtation of strategy. The board approves maierial capital expenditure and
large acquisitions.

The company departs from the requirements of Principle 1 of the ASX Governance principles
ory to the extent that there is no formal charter. The board is of the opinion, given the relatively
sl size of the composition of the board, the relatively flat structure of management, the
size of the rmanagement team and open and frequent channgls of communication bebween
managemeant and the board that the board has sufficiently appropriate close oversight of
operations and rmaterial decisions 1o ensure compliance with principles of good corporate
JOVErnances.

Because of e relatively small size of the board, an Audit Committee and Rermuneration
Commities are the only cormmittees of the board. The board is able to deal sfficiently with
issues which in other farger enterprises may normally be delegated to cormnmitiess.

The Board

A prasent, the board comprises four members: John Tharme, lan Ferrier, Greg Wilkinson and
Clive Rabie. Mr Thame is Chairman of the board and he together with Mr Ferrier arg independent
non-execuiive directors. Greg YWilkinson was Chisf Executive Officer until 22 February 2006
wher he was appointed Deputy Chairman. Mr Rabie was appointad to the board on 24 May
2005. Mr Rabie was Chief Operating Officer until 22 February 2008, when he was appointsd
Group Chief Executive Officer.

Phit Hayrmarn retired on 24 May 20058 and Fred Tinker resigned on 20 September 2005, Mr
Tinker and Mr Hayman werg non-executive dirsctors.

Further details of the directors are set out in the directors’ seport.

While there is riot strictly an independent majority in the sense described in ASX Governance
Principle 2 because there ars only four dirsctars, the non-axscutive dirsclors ensure that all
lssues that come before the board are considered in an impartial manner and from a variety of
perspectives. The Chairman, who is independent, has a casting vote where necessary.

The independent nor-executive directors overses the normination of any potential directors.
The criteria for direclorship and the directonial slection process are set out in the companys
constitution. The directors periodically review the composition of the board to ensure that
members have the desired breadih of experience and expertise o govern the comgpany
effectively. The size of the board diclates that thers is no efficiency obtained in establishing a
formal normination cornrmities.

Directors are entitied to seek independent professional advice at the compary’s expense to
assist thern in fulfiling their duties in order to comply with all applicable faws and regulations.
There is no formal procedure for the board to agres when 1o fake independent advice at the
expenge of the company, but given the size of the board there is no efficiency to be obtained
iry forrmalising this process. The independent non-exacutive directors exercise their judgernent
to call for such advice when they deearm appropriate.

The board met 11 times during 2005, The detalls of altendance at these mestings are set out
iry the directors’ report.

Ethical and Responsible Decision Making

The board's policy is that the company, the dirsctors and employeas must mairtain high sthical
standards in their dealings with the public and other members of the industry. A pro forma
directors’ code of conduct was formally adopted in 2003 in order 1o meel the rsquirements
of the ASX Governance Principles. The company’s Hurman Resources Policy and Procedwe
Manug! include the relevant requirements of the ASX Governance Principles. A Trading Policy
is acesssible to the public at the company web site,

Integrity in Financial Reporting

The board assumes the responsibiity 1o ensure the integrity of the company’s financial
reparting. Congistent with the requirements of the Corporations Act 2007 and Principle 4 of the
ASK Governance Principles, the Group Chief Executive Officer and the Group Chigf Financial
Cfficer state in writing to the board that the company's financiat reports present a true and fair
viewy, in gl matarial respects, of the company's operational resulls and ars in accordancs with
relevant accounting standards.

The Audit Committes consists of John Tharme and ian Ferrder, independent non-executive
diraciors, to ensuwre independent review of financial reporting over and above formal audit
processes. The Audit Commities also mests inforrmally to discuss matiers incluciing risk
rmanagement and reporting. The terms of reference of the commities are 1o review and
monitor alt financial, sk management and compliance policies. The terms of reference for
the Audit Commitles were formalised in a Charter in 2003 to meet the regquirsments of the
ASK Governance Principles. Because therg are only 4 directors, the Audit Commitlse cannot
comprise of 3 mermbers as required by Principle 4 of the ASX Governance Principles. Again
the size of the board dictates that the role of the Audit Committes can aperate efficiently and in
accordance with the requirements of the ASX Governance Principles with anly two members.
The independent non-executive directors comprising the Audit Cormimittes collectively have
considerable technical expertise in the markst sector of the company and in the area of
so-callsd “financial Heracy™ as sat out in the ASX Governance Principles.

Horwath Sydney Parinership, the company's Auditors, report directly to the Audit Committes
on the appropriateness of the compary’s internal accounting policies and practices. The
hoard reviews the adequacy of existing external audit arrangerments each year, with pariicular
smphasis on the scope and quality of the audii.

The Audit Committes met 2 times during 2005. The detalls of attendance at ihese mestings
are set out in the directors’ report.

Timely and Balanced Disclosure

The board remaing conscious of the company's disclosure obligations under the Corporations
Act 2001, the ASX listing rulss and the ASIC guidance principles. All recured disclosures are
also made in accordance with the Continuous Disclosure policy which is acesssible (o the
pubiic &l the company web site.



Rights of Shareholders

Given the size of the comparny, there is no formally documented communications strateqy but
the board is conscious of the requirernents of Principle & of the ASX Governance Principles
and acts in accordance with thermn. The company cammunicates with sharsholders through its
ASX disclosures to the rmarket. The company also communicates with shareholders through
the posting of statutory notices o sharsholders and &t the general and special mestings of
the compary. The compary keeps an archive of announcements and general cormpany
irformation on its wetb site which is accessible to the public.

The company's auditor atlends the annual general meeting and i available o answer
sharehoider guestions about the conduct of the audit and the preparation and content of the
audlitor's report at the meeting.

Recognise and Manage Risk

As stated above in Management and Oversight, the board is responsible for ensuring
appropriate risk management, accountabiity, and control mechanisms. As stated above also
it Integrrity in Financial Reporting the Audit Cormymittes meets to discuss matters regarding
risk rmanagemert and reporting. The efficiency that might be enjoved by Brger companias does
not apply 16 the company and hences there are no additional cormmitises formally sstablished
and chartered for risk management.

The Group Chisf Executive Officer and Group Chief Financial Officer monitor and review the
firancial performance of the comparny and monitor any potential risk virtually on a daily basis.
While there s no formal risk management systemn documented there is substantial compliance
with the requirements of ASX Governance Principle 7.

The board is responsible for the company’s systemn of intemal controls. it constantly morilors
the operational and financial aspects of the company's activiies and, through the Audit
Cormmittee, considers the recommendations and advice of auditors and other extermal acvisers
on the operational and finandial risks that face the company.

The Group Chief Executive Officer and Group Chief Financial Officer state in writing to the
board which is inciuded in the deciaration referred to under Integtity in Financial Reporting,
that due consideration is given to budgels, cash flows, realisation of current assets, condinuity
of terms of trade, and consideration of contingencies in the day 1o day operations of the
company and in the monthly management financial reporting and statutory reporting of the
COMparny.

Encourage Enhanced Performance

The comparny recognises the need for regular evaluation of the board, its committess, individual
diractors and key sxecutives. Generally the independent non-executive directors monitor and
raviaw the ongoing periormance of the executive directors and key executives as more fully set
out in Remunerate Fairly and Responsibly below. The independernt non-executive directors
are subiect to the Constitution and thelr continuity of fenwe is dependent on re-election by
sharsholders in accordance with the Congtitution. As set out above in The Board theres is
no formal nomination committee responsible for induction. However, the Chairman, Deputy
Chairman and Group CEO undertake a rigorous process of briefing new board members. Any
decision regarding the appoirtment of new directors is taken cognisant of the need 1o appoint
sorneone whois technically qualified and as far as possible familiar with the cormpany’s markest
sector. Given the gize of the cormparny there is direct informal communication on a regular basis
between ihe Chairman and the Company Secretary on governance matters.

Remunerate Faitly and Responsibly

The company remunerates directors and key executives in accordance with the aspirations
set out In ASX Governing Principle 8. Accordingly the board has adopted a remuneration
policy designed to attract and maintain falented and molivated directors and employeas
s0 as o encourage enhanced perdormance of the company. There is a clear relationship
between performance and remuneration and a desire to strike the correct balance between
the various carmponents making up remuneration. The Rermuneration Cormpmittee supernvises
the development and kmplementation of the compary's remuneration policy including the
operation of option plans, and reviews the performance of the executive directors and senior
exscUtives. There is no formal charter for the Rermuneration Committes, but it does fix policy
and reward in accordance with ASX Governance Principle 9. The full detail of the policy and
rermuneration is contained in the Remuneration Report,

The Rermuneration Cormmitiee met 3 fimes during 2005, The detalls of attendance at these
rrestings are set out in the directors’ report.

Recognising the Legitimate Interests of Stakeholders

The company operates in accordarice with appropriate laws, reguations, principles and ethics
to fulfill its respongibiliies. The comparny recogrises and conducts its affairs consistent with
the guidelines for a code of conduct set out in ASX Governance Principle 10. BEmployess
are bound by a Human Resources Policy and Procedure Manual that regulates the sthical
standards of thelr conduct in the business. The key relevant terms of the Manual deal with
sthical business practices, conflict of interest and corporate opportunity.

The comparty is cormmitted to training employess and mairtaining srmployees’ relevant product
expertise and undertakes trade praciices training from time to time for relevant staff,

Ag stated above in Integrity in Financial Reporting, a pro forrma directors’ code of conduct
was formally adopied in 2003 in order to meet the requirermenis of the ASX Governance
Principles.
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independent audit report on the financial
report to members of Reckon Limited

We have audited the accomparying financial report of Reckon bmited {the company) and
Feckon Limifed and Controfled Entities (the congolidated entity} for the vear ended 31
December 2005. The financial report comprises the halance sheet at 31 December 2005,
and the income statement, staterment of changes in equity, cash flow staterment, summary
of significart accounting policies and other explanatory notes, for both the company and
consolidated entity, and the directors’ declaration for e year then ended. The consolidated
entity cormprises both the company and the entifies it controlled at the year's end or during the
financial year

We have also audited the information about the remuneraiion of directors and executives
(“remuneration disclosures”), the comparny has disclosed in accordance with Accounting
Standiard AASE 1046 Director and Executive Disclosures by Discloging Entities, under the
heading “remuneration report” in pages 21 16 27 of the directors’ report, as permitted by the
Corpeorations Reguiations 2007,

Directors’ Responsibility for the Financial Report

The directors of the company are responsibie for the preparation and fair presentation of the
firmncial report in accordance with Accounting Standards in Australia and the Corporations
Act 2001, This responsibility includes: designing, implementing and maintaining internal control
refevart to the preparation and fair presertation of the financial report that is free from material
missiaternart, whether dug 1o fraud or error; selecting and applying appropriate accounting
policies; and making accounting astimates that are reasonable in the circurnstances.

Auditor’s Responsibility

Cur responsibility is 1o express an opinion on the financial report and the remuneration
disclosuras based on our audit. We condhucted our audt in accordance with Auditing Standards
in Australia. Those standards require that we comply with relevant athical requirements relating
to audit engagernents and plan and perdorm the audit o oblain reasonable assurance whathar
the financial repori is free from materal rrisstatement.

Ay audit involves performing procedures to obtain audit evidence about the amounts and
disclogures in the financial report. The procedures selected depend on the auditor's judgment,
inciuding the assessrment of the risks of material misstaternent of the financial report, whether
dus to fraud or erron. In making those risk assessments, the auditor considers infernal control
relevant 10 the entity’s preparation and falr presentation of the financial report in order to
design audit procedurss that are approprriats in the cireumistances, but not for the purpose
of expressing an opinion on the sffectivensss of the enfity’s internal control. An audit aiso

inciudes svaluating the appropriataness of accounting policies used and the reasonableness
of accounting estimates rmade by the direclors, as well as evaluating the overall presentation
of the financial report.

We helisve that the audit evidence we have obtained is sufficient and appropriate (o provide a
hasis for our audit opinion.

Independence

We are independent of the company and group, and have complied with the independence
recuirerments of the Corporations Act 2007, in addition to owr audit of the financial report, we
were engaged to undertake the senvices disclosed in the notes to the financial staterments. The
provision of these sendces has not impaired our independence.

Auditor's Opinion
It Uy OpIFEor:

1. The financial report of Reckon Umited is in accordance with the Corporations Act 2007,
inchacding:

(&} giving a true and fair view of the company’s and the consofidated entity's financial position
as at 31 December 2006 and of their performance for the year ended on that date; and

(b} complying with Accounting Standards in Australia and the Corporations Regulations
2001,

2. The remuneration disclosures that are contained in pages 21 to 27 of the directors’ report
comply with Accounting Standard AASE 1046 and the Corporations Regufations 2001 .

Datec the 8th day of March 2006

HORWATH SYDNEY PARTNERSHIP
Chartered Accountants

MICHAEL P STIBBARD
Partner



HORWATH SYDNEY PARTNERSHIP

Chartered Accountants
A member of Horwath International

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

8ih day of March 2006

The Board of Directors

Fackon Limited

Ground Floor, Citywest Office Park
35 Saunders Strasat

Pyrmont NSW 2009

Auditor’s independence declaration

This declaration is made in connection with my audit of the financial report of Reckon Uimited for
the year-ended 31 Decamber 2008 and in accordance with the provisions of the Corporgtions
Act 2001,

Ag lead aucditor | declars that, to the best of my knowledge and belis!, thers have been:

» No contraventions of the auditor independence requirerments of the Corporations Act 2001
irt relation 1o this audit;

» No contraventions of the Code of Professional Conduct of the Institute of Chartered
Accouniants in Australia in relation to this audit.

HORWATH SYDNEY PARTNERSHIP
Chartered Accountanis

MICHAEL P STIBBARD
Partner




Income Statements

for the year ended 31 December 2005

Note Consolidated Parent
2005 2004 2005 2004
$000 $'000 $000 $'000
Restated Restated
Hevehue 2 42 258 36,580 32,068 27,526
Product and seling costs {2 B852) {26713 (2,353 {2,051}
Rovalies (3885  {3,286) (3,492 {3,126}
Employee benefits expenses {14,340, {11,879 (B,818) {7,841
Emploves related expenses (718} B0 {498) {454
Expense of share-based payments (303} (338 {303) {238
Marketing expenses {3,945} {4,268) [3.628) {4, GR35
. 3 " Pramises and establishment expenses {1,308 {1,315) {892) oo
D; rec'to rs DeC'aratfon Bepreciation and amortisation {1,678} {1,120% [1,638) {1,343
The directors declare that the financal staterments and notes set out on pages 41 1o 74: Telecommunications (605 {685 {397) {438
: 0,0 : a0 ) 1
s comply with Accounding Standards, the Corporations Reguilations 2001 and other i;i%?jfggﬁirg@ sional expenses (62?} {48?} ggg E:lg;
raandatory professional reporting requirements; and !
] o . ] ] . . Other expenses {2,732} {2,684) 2011 {1,377}
* give a true and falr view of the Company's and consolidated entity’s financial position as
at 31 Decermber 2005 and of their performance, as represented by the results of their
operations and thelr cash flows, for the financial year ended on that date. . .
) o Profit before income tax 0,250 7,361 7,210 4,970
in the Directors’ opinion:
» ihe financial statermnents and notes are in accordance with the Corporations Act 2007, income tax fexpenselrevenus 3 {2 225} 2,790 (1,419 3,200
and
s there are reasonable grounds to believe that the Company will be abls (o pay s debts as Profit for the year 7,034 10,151 5,73 8,170
and when they become due and payable; and
This declaration is made in accordance with a resolution of the Dirsctors and after receiving Loss attributable to minority interest - 1 - -
a declaration from the Chief bxecutive Officer and Chief Financial Officer as contermplated in L
section 2064 of the Corporations Act 2001. Profit attributable to members of
‘ Reckon Limited 20 7,034 10,152 57N 8,170
O hehalf of the directors
Cenis Cents
Basic Earnings per Share 21 5.1 7.4
Mr J Tharme Diiuted Barmings per Share 21 5.0 7.2
Chairman Earnings per share on a pre tax
Sydney, 8 March 2006 basis:
Basic Earnings per Share 8.7 53
Diuted Barnings per Share 6.6 5.2

The anowe inComs siataments should e ez in conjunclion with e accomzaniing noes.



Balance Sheets

Note Consolidated Parent

as at 31 December 2005 2005 2004 2005 o004

$000 $000 %000 $000

Restated Restated

ASSETS
Current Assets
Cash and cash equivalenis 26 18023 13,302 18,013 11.824
Receivables B 2920 4,398 1,404 2575
nwventories 5] 185 180 185 180
Tax assets g - 18 -
Other assets 7 449 335 247 169
Total Current Assets 21,636 18,219 17,867 14,548
Non-Current Assets
Receivables B - 129 - 138
Fnancial assets 8 315 316 14,721 14,069
Proparty, plant and equipment e 662 6813 3 355
Deferred tax assets 10 2,000 3,452 1,720 3,038
intangible assels 11 168,297 14,80G1 5,200 3,738
Total Non-Curment Assets 19,250 19,421 21,842 21,530
Total Assets 40,8956 37,840 39,500 36,087
LIABILITIES
Current Liabilities
Payables 12 8668 3,170 B.0584 1,780
Yax Habilities - RO - -
Provisions 13 520 BOG 187 304
Other liabiifies 14 1,582 1,647 1,158 1,278
Total Current Liabilities 11,870 A, 835 9,304 3,347
Non-Current Liabilities
Payabias 12 - - 3,066 815
interesi-bearing iabiites 15 - - 2816 3,242
Deferred tax Habifties 16 430 AR0 - -
Provisions 13 235 113 151 51
Total Non-Curent Liabilities B65 R4S £5,033 4,108
Total Liabiflities 12,635 6,378 15,432 7.455
Net Assets 28,360 3,262 24577 28,6837
Equity
Contributed eguity 18 17,747 53,048 17,747 53,048
Reserves 19 8519 A58 568 347
Retained eamings/accumulated losses) 20 9,796 {22,272 6,062 {24,763}
Parent entity inferest 28,362 31,264 24,377 28,632
Minority interest 27 2 {2 - -
Total Equity 28,360 31,262 24377 26,632
The ancvs balsnice shaets should De fend in conjunclion with 1he accormaning roias.

&

Statements of Changes in Equity

for the year ended 31 December 2005

Note Consolidated Parent
20065 2004 2005 2004
$000 %000 000 $'000
Total equity at the beginning of the
financial year 31,262 17,807 28,6832 17,101
Employee share options 19 248 338 248 358
txchange differsnces on transiation
of forsign subsidiaries 19 110 141 — -
Neat income recoghisad directly
into equity 368 479 248 338
Profit for the year 7,034 10,152 5,791 8,170
Total recognised income and
expense for the year 7390 10,631 6,039 8,508
Transactions with equity holders in
their capacity as equity holdears:
Reduction of capital and retum
of capital 18 (10,430 {4,158 {10,430) {4,158
Contributions of equity 18 136 7,181 136 7,181
Total equity at the end of the
financial year 28,360 31,262 24377 28,832
"fotal recognized income and
expense for the year aftributable to!
Memibers of Reckon Limited 7,392 10,630 6,039 8,508
Mincrity interest - 1 - -
7,392 10,631 6,039 8,508
Effect of reassessment of available
tax losses resUlting in an increase in
the Retained Famings aftributable to
Reckon Limited 33 - 523 - 523
Effect of reversal of goodwil
amortisation resuiing in an ncrease
in the Retained Farnings attributable
to Reckaon Bimited 33 - 997 - -
- 1,620 - 523

The anowe shaternants of changes it ety should e read in aoninction i s sccomparying notes.

g



Cash Fiow Statementis

for the year ended 31 December 2005

Note Consolidated Parent
Inflows/{Outflows) Infiows/(Outflows)
2005 2004 2005 20604
$000 $000 $000 $'000
Cash Flows From Operating
Agctivities
Receipts from customers 47,203 39,037 31,394 28,792
RPayments to suppliers and employeas (34,5643 {31,017} {20,028y {21,708}
interest recatved 834 669 770 591
income taxes paid (G40 - (=85 -

Net cash infiow from operating
activities Z26(c) 12,554 8,689 11,850 5,677

Cash Fiows From Investing Activities
Payment for purchase of controfied

eniity, net of cash acquired 26i0) - {3,365 - {5,392
Paymants for purchase of intelleciual

roparty (174 1S} {174 {690}
Expanditure on capitalised

development costs (2,559 {2,280 {2,716 {2,449
Paymaent for property, plant and

equipment (375 {334 {153 264)
increase N loans from subsidiaries - - 308 3,435

Receipts/(Payments) for security
deposits 1 {45} - 29

Net cash outflow from investing
activities (3,107} 6,723) (2,735} {5,380)

Cash Fiows From Financing Activities
Froceeds from issues of eguity

sacurities 136 122 136 122
Reaturn of capiial to shareholders (4,662 {4,155 {4,562 {4,158
Net cash outflow from financing

activities 4,726)  {4,036) 4,726,  {4,036)
Net Increase/{Decrease) in cash and

cash equivalentis 4.7 {2,070} 4,389 {3,748)
(Cash and cash equivalenis at the

beginning of the financial year 13,302 15372 11,824 15372
Cash and cash equivalents at the

ehd of the financial year 26(a) 18,023 13,302 16,013 11,624

The anove caah lov skaternents should be fend in conjuncion with s accompariing notes.
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Notes to the Financial Statements
for the year ended 31 December 2005

1. Summary of Significant Accounting Policies

The principal accounting policies adopted in the preparation of the financial report are set out
below. Unless otherwise stated, the accounting policies adopled are consistent with those
of the previous year, The financial report includes separate financial statements for Reckon
Uimited ag an incvidual sntity and the consolidated entity consisting of Reckon Lirmited and its
subsidiaries.

Basis of preparation

This general purpose financial report has been prepared in accordance with Australian
squivalenits to International Financial Reporting Standards  (AIFRSs), other authoritative
pronouncerments of the Australian Accounting Standards Board, Urgent Issuss Group
Interpretations and the Corporations Act 2001,

Australian Accounting Standards include Australian equivalents to intermational Financial
Heporting Standards. Complance with AIFES ensures that the consolidated financial
stalements and notes of Beckon Umited, complies with international Firancial Reporting
Standards {{FRSs).

These financial statements are the first Reckon Limited financial staternents 1o be prepared in
accordance with AIFRSs. AASE 1 First-time Adoption of AIFRs has been agplied in preparing
thesefinancial staterments. Certain of the exerptions allowed by this standard from retrospective
application have been used, details can be found in the applicable notes below. The financial
statements of Reckon Umited untl 31 December 2004 had been prepared in accordance
with previous Austratian Generally Accepisd Accounting Principles (AGAAP). AGAAP differs in
certain respects from AIFRSs and comparatives for the year ended 31 Decernber 2004 have
hesn restated accordingly. Reconciliztions and descriptions of the effect of the transition from
previous AGAAP to AIFRSs on the Group's squity and its net income are given in note 33

The financial report has been prepared in accordance with the historical cost convention, as
rmodified by the valuation of share based paymernts.

Significant Accounting Policies

(a) Trade Payables

These amounts represent liabilities for goods and senvices provided to the consolidatedt entity
prior to the end of the financial year and which are unpaid. Thage amounts are unsecuraed and
are usually paid within 30 days of the month of recognition. Trade payabties are recogrised
mitially at fair value, and subssquently at armortised cost.

(b} Acguisttion of Assets

Agsets acouired are recorded at the cost of acquisition, beirg the fair value of the purchase
consideration determined as af the date of acguisition plus costs incidentsd to the acouisition.
Where eguity instruments are issued in an acauisition, the value of the instruments is the
weighted average of their closing market price for the total of the five business days efther side
of the acquisition date.

in the event that setflerment of all or part of the consideration given In the acquisition of an
asset is deferred, the fair value of the purchase consideration 8 determined by discounting
the amouris payabie in the future to their presaent value as &t the date of acouisition. However,
whare the deferred component is subjact to certain criteria being met, the amount deferred is



recogrised based on an estimate whers if is probable that the relevant criteria will be met. the
amount is not probabie or cannot be reliably measured, no amount is recognissd.

The group has used the exermplion in AASE 1 and has not applied AASB 3 Business
Cormbinations to ransactions which occurred befors 1 Jansary 2004,

{c} Depreciation and Amortisation

Depreciation is provided on plant and equipment. Depreciation is calculated on a straight-ling
basis. Leasshold improverments are amortised over the period of the lease or the estimated
useful life, whichever is the shorter, using the straight-ing method. The following estimated
useful lives are used in the calcutation of depraciation:

Plart and squipment 3 -5 vyears

{d) Employse Benefits

Provision is made for benefits accruing to employses in respect of wages and salaries, annual
leave and long servics leave, when it is probable that seitlernent will be reguired and they are
capable of heing measured reliably.

Provisions made in respect of wages and salaries, annua leave, and other employes
antitierments expectad to be sattled within 12 months ars measured at the amounts expected
o be paid when the liabiliies ars sattled.

Prowigions made in respect of long service leave which are not expecied to be settled within 12
months are measured as the present value of the estimated future cash outfiows 1o be macde
by the consolidated entity i respect of senvices provided by employees up to the reporting
date, using the projected unit credit method. Consideration is given to expected future wage
and salary levals, experience of emploveas depariures and periods of sevics.

The Groug recognises a liability and an expense for the fong-term incentive plan for selected
sxscUtives based on a formula that takes into consideration the ranking of total sharsholder
return measured against a comparator group of companies.

Cortributions are made by the group to defined contribution ermployes superannuation funds
and are charged as expenses when incurred,

{e) Contributed Equity

Transaction Costs on the Issue of Equity instiuments

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

{f Foreign Currency Translation

Functional and Presentation Currency

fterms included in the financial statemerts of each of the Group’s entities are measured using
the currency of the primary seonamic enviroerment in which the entity operates ("the functional
currency™. The consolidatedt financial staternerts are presented in Australian dollars, which is
Reckon Lirmited’s functional and presentation currency.

Transactions and Balances

Al foreign currency ransactions during the financial year have been brought to account at the
functional currency using the exchange rate in effect at the date of the transaction. Foreign
currency monetary items at reporting date are tranglated af the exchangs rate existing at that
date. Exchange differences are brought to account in the income staternent in the period in
wtich they arise.

ety

Group Companies

The results and financial position of alf the Group entities (none of which has the currency of
a hyperinfiationary econamy} that have a functional currency different from the prasentation
currency are ransiated into the presentation currency as follows:

— Asssts and liabilities for each balances sheet presented are tranglated at the closing rate al
the date of the balance sheet;

— Incorne and expensas for sach income statermernt are translated at average rates (unless
this i not & reasonable approximation of the cumulative effect of the rates prevailing on the
transaction daies, in which case income and expenses are ransiated at the dates of the
transactions); and

— Alf resulting exchange differences are recognised as a separate component of equity.

On consolication, exchange differences arising from the ranglation of any net investrment in
foreign entifies, and of borowings and other currency instrurmenis designated as hedges of
such investments, are taken directly 1o reserves. When a forsign operation is sold or borrowings
repaid, a proporiionate share of such exchiange differences are recognised in the income
staternent as part of the gain or 10ss on sale.

Goodwil and fair value adjustments arising on the acquisition of a forsign entity are treated as
assets and labilities of the forsign entity at the closing rate.

(g} Goods and Services Tax

Hevenues, expenses and assets are recognised nat of the armount of goods and senvices tax
(GST), except:

kowhere the armount of GST incurred is not recoverabie from the taxation authority, it is
recogrised as part of the cost of acquisition of an asset or as part of an itern of expense; 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 recsivables or payables.

(h} intangible Assets

Goodwill

Where an entity or operation is acquired, the identifiable net assels acquired are measured
at fair value. Goodwil represents the excess of the fair valus of the cost of acquisition aver
the fair value of the identifiable net assets acguired. Goodwill is not amoriised, and is tested
for impairment annually or more frequently ¥ evenits or changes in circumstances indicate
that i might be impaired. Following initial recognition goodwill is measured af cost less any
accumuated impairment [0ssss.

Guodwill is allocated to cash-generating units for the purpose of npainment testing. Each of
those cash-generating units represents the Group's investrment in each country of operation
by each primary reporiing segment which represenis the lowest level within the Group at
which the goodwill is monitored for intemal manageamernt purposes. if an impairment has been
idertified, the goodwill is written down and an expanse recognised in the incoms statement.
Impainmernt losses recognised for goodwill are not subseguently reversed.

intellectual Property
Acquired Intefiectual Property is recognised at cost, less accumulated amortisation and any
Frpainment logses, and is amor ised on a straight line basis betwesen 3-5 years.

L



Resesarch and Development Costs

Research and developrment expenditurs is recognisad as an expense when incurred, except
iy the undermoled instances.

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

Development costs on new APS praducts are capitalised and written off on a straight ine basis
over a period of 4 years commencing at the tirme of commercial release of the new product.

At each balance sheet date, a review of the carrying value of the capitalised development costs
being carried forward s undertaken 1o ensure the carrying valug is racoverable from future
revenues generaied by the sale of that softwars.

{i) Income Tax

The income tax expense or revenus for the period is the tax payable on the current period’s
taxabie incorme based on the national income tax rate for each jurisdiction adjusted by changes
in deferred tax assets and labilities atributable to temporary differences between the tax bases
of assets and liabilities, and thelr canying amounts in the financial staterments, and to unused
tax losses.

Disferred tax assets and liahiliies are recognised for iemporary differences at the tax rates
aexpected 10 apply when the asssts are recoversd or ligbilifies are settled, based on those tax
rates which are enacted or substantively enacted for gach jurisdiction. The relevant tax rates are
applied to the curmuiathve amounts of deductible and taxabie emporary differences to measure
the deferred @ asset or liability. An exception is made for certain termporary differences ansing
from the initisd recogrnition of an asset or liability. No deferred tax asset or liability is recognised
in relation to those termporary differences ¥ they arose in a transaction, other than a business
combination, that at the time of the transaction did not affect sither accounting profit or taxable
profit or loss,

Deferred tax assets are recognised for deductibie femporary differences and unused lax iosses
only ¥ it is probable that fulure taxabie amounts will be avaliable to ulise those temporary
differences and losses.

Current and deferrad tax balances atiributable to armounts recognised diractly in equity are also
recognised directly in equity.

Reckon Limited, and ifs wholly owned controlled entities have glected to implerment the tax
corsolidation regme.

Current taxation is recognised by each ertity in the group. The parent company is responsibie
for recognising the current tax assets and fiabilities both for itself and its underlying subsidiaries.
Therefore any current fax assets or liahilities recognised by the underying subsidiaries are
assumed by the parent company.

Deferred tax is recognised by each entity within the group, with the exception of deferredt tax
assets arising from available tax Josses, which are assumed by the parent company.

Both current and deferred tax assets and labilities are caloulgled as if each entity wers a
separate taxpayer within the grous msthod,

Al the wholly-owned Australian controlled entifies in the group have entered into a tax
funding agresment, which reguires that all balances assumed by the head entity are settied
iy Tull, Furthermore, in the evertt that the head entity defaults in s obligations under the tax
consciidation system, each entity in the group is limited in its obligation 1o fund the incoms tax
obligation of the head entity 1o the proportion that the tax liabiiy to which the entity would have

bieen lable had the group not slected to become a fax consolidated entity bears to the total
taxation Bability of the head entity.

(i) Inventories

Irwentories are stated at the lower of cost and net realisable valus. Costs are assigned to
Fwertory on hand on a weightsd average cost basis,

(k} invesiments in Controlled Entities
rvestments in controlled entities are recordsd at cost.

Dividlend revenue s taken 1o income on a recsivable basis, Intarest revenus i taken 1o income
on an accrual basis,

() Leased Assels

A distinction is made between finance leases which effectively fransfer from the lessor to
the lesses substantially all the risks and benefiis incident to ownership of leassd asssts,
and operating leases under which the lessor effectively retaing substantially aff the risks and
benefits.

The consolidated entity does not have any finance lsases in force,

Operating lease payments are recogrised on a straight line basis.

(m) Pdnciptes of Consolidation

The consolidated financial staternents have been prepared by combining the financial
staterments of all the entities that cormgrise the consolidated entity, being the company {the
parent entity} and its controlied entities. Gontrolled entilies are all entities over which the group
Fras the power to govern the financial and operaling policies.

The consolidated financial staternents 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 ta control such entity,

iInpreparing the consolidated financial statemerts, allinter-company balances and ransactions,
and unredlised profits arising rorm ransactions within the consclidated artity are sliminated
iry full.

(n} Receivables

Trade receivables and other receivables are recorded at amortised cost, which is amounts due
less any provision for doubtful debis.

(o} impairment of assels

Agsets that have an indefinite useful Ife are not subject to amortisation and are tested annuglly
for impairment. Assets thal are subject to amortisation are reviewed for impairment whenever
events or changes in circumstances indicate that the canving amount may not be recoverable.
Arvimpainment loss is recognised for the amount by which the asset’s carnrying amount exceeds
its recoverable armount. The recoverable amourt is the higher of an assst's fair value less costs
to sell and value in use. For the purposss of assessing impairment, assets are grouped at the
lenvest 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 disposal of olher assets is recognised when the
consolidated entity has passed control of ihe goods or other assets to the buyer. APS software
licence fee revenue is recognised at the point when the customer is in agreement for a "iive
opearation” [L.e. whan afl users can use the system on a fully functional basig),

Rendering of Services

Revenue from a contract o provide services is recognised by meferance 10 the stage of
completion of the contract or on a time and rmaterials basis depending upon the nature of the
cortract. Support and maintenance revenue s recogrised on a straighi-line basis over the
period of the cortract.

Interest and Other Revenue

intarest rovenus 1s recognised on a time proportional basis taking inta account the irtersst
rates applicable to the financial assets. Cther revenue is recognised when the right to receive
the revenue has been established.

{a) Deferred Revenue

Revenue sarmed fom maintenance and suppart services provided on sales of certain products
by the consolidated entity are deferred and then released to the income stalement over the
confract periad, normally 12 months.

{r) Earnings per Share

Basic earnings per share is delermined by dividing nel profit after income tax attributable to
mermbers of the company by the waighiad average number of ordinary shares outstanding
durirg the financial vear, adjustad for bonus selaments in ordinary shares issued during
the year.

Diluted earnings per share adjusts the figures in the determination of basic eamings per share by
takirg into accourt the after incorme tax effect of inferest and other financing costs associated
with dilutive poteniial ordinary shares and the weighted average number of shares assumed o
have been issuad for no consideration in refation to dilutive potertial ordinary shares.

{s) Equity-based Compensation Benefits

Fauity-based compensation benelits are provided to amployess via the bmploves
Option Plan.

Options grantad befora and after 7 Novermnber 2002 and/or vestad before T January 20085,

No expense is recognised in respect of these options. The shares are recognised when the
opliong are exercised and the procesds recaived arg allocated 1o share capital.

Options granted after 7 Novernber 2002 and vested after 1 January 2008,

The fair value of options grantad is recogrised as an employes benefit expense with a
corresponding increase in equity. The fair value is measured ai grant date and recognised over
the period during which the employess become unconditionally entitled to the options.

The fair value at grant date is independently determined using a Black—Scholes option pricing
model that takes into account the exercise price, the term of the optior, the share price at grant
date, the expected volatiiity of the underlying share, the expecied dividend vieid and the risk
free rate for the tarm of the option.

The fair value of the options granted excludes the impact of any non—market vesting conditions.
Nor-market vasting conditions are included in assurnptions about the number of options that

are axpectad to become exercisabie. At sach balance dats, the entity revises its estimate
of the number of oplions that are expectsd to be come exercisable. The employes benefit
expense reconnised each period takes into gocount the most recent estimats.

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

(8 Cash and Cash Equivalents

Cash and cash equivalents includes cash on hand, deposits held at call with financial institutions
and bank overdrafts,

(1} Other Financial Assets

Cther financial assets represent security deposits held as rental guarantess. They are valued
at amortised cost.

(v) Comparative Figures

Where necessary, prior year comparatives have been reclassified in order to faciitate more
meanngitd comparsons.

{(w) Provisions

Provigions are recognised when the group has a legal or constructive obligation, as a result of
past sverts, for which if is probable that an outflow of econormic benefits will result and that the
outfiow can be refiably rmeasured.

(x} Fair Value Estimation

The fair value of financial instruments and share based payments that are not raded in an
active market ig determined using valuation techrigues. The group uses a variety of methods
and assumptions that are based on markst conditions existing at each balance shest date.
Cther technicues, such as sstimated discounted cash flows, are used to datermine fair value
for the rermaining nstumernts.

The nominal value less estimated crect adjustrments of trade receivables and payables are
assumed o approximata their fair values.

() Rounding of Amounts

The parent entity has applied the rslief available to it under ASIC Class Order 981 100, and
accordingly, amounts in the financisd report and dirsctors report have been rounded off (o the
nearest thousand dollars.

(z) Significant accounting Judgments, Estimates and Assumptions
Significant accounting judgments

in applying the group’s accourting policies, management has made the following judgments
which have the most significant effect on the financial statemenis:

Capitalisation of development costs — the group has adopted the policy of capitalising
cleveloprment costs only for products which will provide definite benefits going forward,

Significant accounting estimates and assumptions

The carrying amount of certain assets and liabilties are often determined based on estimates
and assumptions of future events, The key estimates and assurnptions that have a



significant risk of causing material adjustrment to the carrying amounis of certain assets and
liabilities are:

Impaiment of goodwill - the group determines whether goodwill is impaired on an annual
basis. This requires an estimation of the recoverable amourt of the cashgenerating unit to
which the goodwil is aliocated. The assumptions used in this estimation, and the effect if these
assurmptions change, are disclosed in Note 11,

Share based payments — the group measures the cost of equity-settied transactions with
employess by reference 1o the fair valug of the equity instruments at the date on which they
are granted. The fair value has been determined using the Black Scholes model, and the
assurmptions relaied 1o this can be found in Note 17,

{aa) Adoption of Revised Accounting Standards

The compary has not adopied any of the applicable revised accounting standards which have
been issued but are not vet applicable to the reporting period ended 31 Decermnber 2008 as
detalied beiow.

The oy applicable standard, AASB 7 'Financial Instruments | Disclosures', hag an application
date for periods commencing on or after 1 January 2067, and will be adopted by the group
at that time. This new standard is not expectad to impact the accounting policies adopted by
the group.

2 Profit from Ordinary Activities

Profit from ordinary activities before
income iax includes the following items
of revenue and expense:

Revehue

Sales revenue

Sale of goods

Other revenue

Other iIncome

interest revenue — Other entities
Hovyalty revenue

Dividend income

Expenses
Cost of Sales
Net provision for doubtful debts in respact of
amounts receivable from:
Cther Entities
Bad debt expanse:
Cther Entities
Whally-owned controlled entitiss
Finance costs expensed:
Whaolly-owned controlled entities
Net transfers to/ffrom) provisions:
Sales reluns and rebates
Surpius lease space
Employes entiements
Bapreciation of non-current assets:
Froperty, plant and equipment
Amportisation of non-curent assets:
Leasshoid improvements
intellactual property
Cevelopment costs
Fareign exchange losses/(gains)
inventory write-downs and other losses
Research and Development costs
Operating isase rental expanses:
Minimum lease payments

Consolidated Parent
2005 2004 2005 2004
$000 $'000 $000 $'000
41137 35,620 27,062 24,602
287 201 287 174
8534 569 770 591
- - 2,63 2,180
- - 1,268 -
1121 960 5,006 2.924
42 268 36,580 32,068 27.526
6,737 5,857 5,845 BATY
a1 196 A 137
11 - 11 -
- - 673 -
- - 292 197
(127} {134 {127 {134
- {46 -~ {46}
309 94 208 {3
264 245 170 172
43 1B6 a7 145
[Tatel [STS) 505 835
516 174 873 191
91 138 — -
- 20 - 20
20683 1,851 2,063 1,891
1,209 1,088 j5:2:) 769




3 Income Tax

(a} Income tax expense

Current tax

Cefered tax

Under/fover! provided in prior years

(b} The prima facie income {ax expense on
pre-tax accounting profit reconciles to the
incoma tax expense/income tax revenus)
in the financial statements as folows:

Profit before income tax
income tax expense calcudated at 30% of
profit from ordinary activities

Tax effect of:
Bect of higher tax rates on overseas income
Tax effect of non-deductblemon-taxable
ftermns:
Divicdends
Rasearch and development claims
Share-based payments
Sundry tems

Under/{over! provision in pror years
Benefit of tax losses of prior years recouped

Benefit of timing differences and {ax lbsses
not previously recognised now considerad
recoverable

income tax expense/revenue) aitrbutable o
profit from ardinary activities

(c} Future income tax bensfits not brought
10 account a2 an assst not probable of
recovery

Tax insses:
Revanue

Capital

Consolidated Parent

2005 2004 2005 2004
$000 $'000 $000 $'600
1,008 454 112 {170}
1,452 {3,244 1,518 {3.030)
[326) - 11 -
2,226 {2,700 1,419 {3,200
9,269 7,361 7,210 4970
2778 2,208 2,163 1,491
45 B2 — -

- - {377 -
(232 - {£32 -
7h 1061 Fis) 101
(e i7 1 14
2647 2,378 1,630 1,608
[326) - 11 -
[a8) {1,065} — {1,608
- {3,200 — {3,200
2,226 {2,700 1,419 {3,200
471 533 400 A00
2,386 2,386 2,386 2,386
2,867 2,919 2,786 2,786

4 Remuneration of Auditors

Buring the vear, the auditors of the parent
entity and its related practices eamed the
foliowing remaunaration:

{a) Horwath Sydney Partnership

Audliting and reviewdng of financial reports
Advice in relation to acquisitions

Other assurance senvices

Tax consuliing services

Other Overseas Horwath's Practices

Audifing and reviewing of financial reports
ax compliance senices

5 Inventories

At net realisable value

8 Receivables

Curent:
rade recelvables
Frovision for doubtiul debts

Other receivables

Non current
rade receiables

Consolidated
2005 2004
$ $

128350 116,010
- 37,8095
11070 -
86,800 39,525

Parent
2005 2004
$ $

95,350 92,916

- 57,6095
11,075 -
85,655 59,525

223,330 183,280

181,880 170,136

27,3688 15,478
18127 5,180

42,492 20,658

260,822 213,888

181,880 170,136

Consolidated Parent
2005 2004 2005 2004
$'000 $000 $'000 $000
185 180 185 180
3,014 4200 1,571 2521
{363 (282} {314 (223
2,651 3827 1,257 2 295
264 472 147 277
2,920 4,399 1,404 2575

- 132

- 138




Consolidated Parent 9 Property, Plant And Equipment (cont)

éggg é% éggg é% L easehold Piant and
Improvements  Equipment Total
7 Other Assets $000 $000 $°000
Prepayments 369 275 247 163 Consolidated
Work In progress 100 63 - - Carrying amount at 31 December 2005 158 250 408
Additions 79 B27 6506
449 238 247 169 Bapreciation/amortisation expense (156} [245) {400
8 Financial Assets Batance at 31 December 2004 a1 532 613
Security deposits 315 316 28 281
Shares in confrolled entifies — af cost {ote 243 - - 14,440 13,788 Parent entity
315 318 14791 14069 Carrying amount at 31 Cecember 2003 158 260 408
: ' Additions 3} 198 264
Refated party lnans of $652,374 have been converted to equity during the year, Depreciation/amortisation expense (145) (172) 817)
e Propefty, Piant And Equipment Hatance at 31 December 2004 9 276 3565
Leasehold Improvements
At cost 784 719 792 706 Consolidated Parent
Lass: Accumnuiated amortisation 6588 B35 6569 827 2005 2004 2005 2004
st roid $'000 $'000 $000 $000
total leasehoid improvements 96 81 53 79
P 10 Deferred Tax Asset
Plant and equipment
At cost 3,771 3,449 2,903 2,756 The balance comprises temporary
Less: Accumulated depreciation 3,215 2,917 2,655 2,480 differences atiributable to:
N ‘ Boubtiul detsts 100 76 G4 &7
totaf piarzt & equzpmeﬂt bob R3Z 248 276 meioy@e henefits 511 3[T7 nge 2973
BED 513 304 255 Sales returns and volume rebates 20 58 20 58
Beconciliations Daferred revenue 348 426 348 426
Reconciliations of the carying amounts of each class of property, plant and equipment at the Difference between book and tex value )
beginning and end of the financlal vear are set out below. of non-Gurent assets (602) {359) (602) {359)
Other provisions 142 115 87 64
imLerg?fZ;Oéits EF’Esai'ﬂ:;gg ' Yotal Overseas withholding tax recoverable 160 - 160 -
P aup Tax losses 1201 2749 1221 2749
$'000 $'000 $000
Consalidated 2,000 3,452 1,720 3,238
C,arr}f_mg amount at 31 Decamber 2004 &l 5_82 613 Details of urrecognized deferred fax assets can
Additions 59 316 375 be found in Note B{Cﬁ
Cepreciation/amoriisation expense {44) {29 {336)
Opening balance at 1 January 3,452 - 3,238 -
Balance at 31 Decernber 2005 Y6 056 652 Credited {charged) to the income statement {1,452 3,244 {1,518 3,030
Parent entity Acquisition of subsidiary - 208 - 208
Carrying amount a 31 December 2004 73 276 355 ) .
Additions 11 142 153 Halance at 371 December 2,000 3,452 1,720 3,238
Cepreciation/amoriisation expense {37 {1705 {207

Batance at 31 Decamber 2005 53 245 301




11 Intangibles

intellactual property — at cost

Accumudated amortisation

Development cosis — at cost

Accumudated amortisation

Goodwilf — at cost

Accumudated amortisation

Aggregate amortisation allocated during the year is recognised as an expense and disciosed in note

2 10 the financial statements,

impairment test for goodwill

Goodwil is allocated to the Group's cash generating units {CGUs) identified according 1o country of

operation, as follows:

Agistraiia
MNaww Zeatand

The recoverable amount of a CGU is determined based on value-in-use calculations. The calculations
use cash flow projections based on annual financial bhudgets for 2006 approved by the board. Cash
flows beyond the annual budget are extrapolated using estimated average growth rates of 10%
per annum, which are based on past experience. {f the cash flow or the growth rates were 1o be
halved, the recoverable amount weald stilf exceed the carrying amount for both CGU's. A pre-tax
discount rate of 10.5% is applied fo cash flow projections for both CGU's reflecting similar risk

profies in each.

e

Consolidated Parent
2005 2004 2005 2004
$000 $'000 $000 $'600
4 249 4,075 4,249 4075
(3,150 {2,505 {3,1508 {2,505)
1,008 1,480 1,069 1,480
4877 2,289 5,165 2.444
(a0 {174 {1,064 {191)
3,867 2,115 4,101 2,268
11,306 11,306 — -
11,306 11,306 — -
16,202 14,801 5,200 3,738

9,565 9,685
1,741 1,743
11,306 11,506

11 Intangibles (cont)

Consolidated movements
in intangibles

A1 January 2005
Additions
Armortisation charge

At 31 Daecernber 2006

At January 2004
Additicns
Amortisation charge

At 31 Dacernber 2004

Parent movements in
intangibles

At 1 January 2005
Additions

Amortisation charge

At 31 December 2006
At 1 January 2004

Additions
Amprtisation charge

At 31 Dacernber 2004

12 Payables

Current:

Intefiectual  Development

Goodwill Property Costs Total
000 000 $000 $000
11,306 1,480 21148 14,901
- 174 2,584 2,762
- {555 {316} {1,371
11,306 1,009 3,887 16,292
- 1,335 - 1,335
11,306 590 2,284 14,2846
- {545 {174) {719)
11,306 1,480 2,110 14,901
- 1,480 2,268 3,738
- 174 2,716 2,890
- {BH5! 873} (1,428
- 1,009 4,101 5,200
- 1,335 - 1.335
- 590 2,444 3,139
- {H45) {191} 736!
- 1,480 2,268 3,738
Consolidated Parent
20065 2004 2005 2004
$000 %000 $000 $'000

rade payables and sundry accruals
Capital reduction payment to shareholders

Employes benefits Note 17}

Non-Curent:

Unsecured loans from subsidiaries

3,000 2,342
5,568 -
1,005 828

1,897 1.274
5,668 -
BEG 497

9,668 3,170

8,004 1.765

3,066 815

Loans from refated parties are non-interest bearing with no fixed terms of repaymeant.



13 Provisions

Current:
Sales retums, volume rebaies
Fmptovee benefits (Note 17)

Licences, commissions and sundry provisions

MNor—current:
Employes benefits (Note 17)

Movement in provisions

Movermnenis in each class of provision during
the financial year, excluding employee benefits,

are set out below:

2000

Carrving amount af the start of the year
Addlitional provisions recognised
Released fo income statement

Carrying amount af the end of the vear

14 Other Liabilities

Current:
Deferred revenus

15 Interest-bearing Liabilities
Unsacured pans from subsidiares

Loans from related parties are interesi-Dearing on normal commaercial terms with no fixed terms

of repayment.

Consolidated Parent
2005 2004 2005 20604
$000 $'000 $000 $'000
&6 193 66 193
121 111 121 111
433 205 - -
620 RO9 187 304
235 113 151 o1
235 113 151 51
Licences,
Sales returns, commissions
volume rebates  and sundry Total
$'000 $'000 $'000
Consolidated
and parent  Consolidated
193 2056 308
- 228 228
127 - {127}
joa) 433 499
Consolidated Parent
2005 2004 2005 2004
$000 $'000 $000 $'000
1,682 1,647 1,158 1,278

2816 3,242

Consolidated Parent

20065 2004 2005 2004
$000 %000 000 $'000

16 Deferred Tax Liabilities

Withhoiding tax payable in event of distribution

of pre-acquisition dividend 430 430 — -

17 Employee Benefits

The aggregate employvee benetit labilty

recogrised and included in the financial

staternents is as follows:

Accrued annual lzave:

Cugrent (Note 12 1005 528 5EG File}

Provision for long service leave:

Curent (Note 13} 121 111 121 119

Non-current (Note 13) 235 113 151 51
1,361 1,052 8657 553

Reckon Limited Employee Option Plans

The Company has two ownership-based remuneration schemes:

Executive share option plan

The Reckon Umited Executive Share Option Plan was established prior to the listing of the company
in July 1999 and was fully disciosed in the company's prospectus. Under the provisions of the plan,
the directors may grant free options over unissued shares in the company to exacutives and directors
of the company {or thelr associates) or subsidiaries of the company selected by the directors from
time to time, subject to the ASX Usting Rules and the Corparations Act 2001, Options issued under
this plan terminate five years from the date of issue. Bach option entiffes the holder to one ordinary
share,

Ogptions are granted for a five-year period and 33.33% of each new tranche becomes exercisable after
each of the first three anniversaries of the grant date, subject to the achievement of predstermined

performance criteria. The entitlemnents are vested as soon as they are exercisable (Le. they are not
conditional on future employment). Each option entitles the holder 1o one ordinary share.

Options Options exercised
Expiry Exercise Initiafly Cptions tapsed and shares issued  Options available at
Grant date  date Prce  Granted during the year dusing the year the end of the year

2005 2004 2005 2004 2005 2004

12/8/85  11/8/04 F1.08 25,000 - 25000 - - - -
1112/58 10/12/04 Fr0B 35,000 - 1esr - - - -
1612/50 13/12/04 F108 10,000 - 3,333 - - - -
2700 2TN/05 $108 20,000 8,666 B.BE7 - - - 6,666

50,000 6008 46,867 - - - 6,066

Number of shares that can be issued for unexercised options -  £5866




17 Employee Benefits {cont)

Executive share option plan No. 2

The Beckon Limited Executive Share Option Plan No. 2 was established on 19 July 2000. Under
the provisions of the plan, the directors may grant free options over unissued shares in the company
o executives and directors of the company (or thelr asscciates) or subsidiaries of the company
salectad by the directors from time to time, subject o the ASX Listing Rules and the Corporations
Act 2001,

Options are granted for a five-year period and 50% of sach new tranchs becomes exercisable after
each of the first two anniversaries of the grant date. The entilements are vested as soon as they are
exercisable {.e. they are not conditional on future employment. Each opticn entitles the holder to
one ordinary share.

Amounts receivable on exercise of any opiicns are recognised as share capifal. Options exercised
dring the year ware exercised with an average exercise price of $0.41.

The strike price and number of options not vet exercised on 29 December 2005 have been reduced
by 5% as resull of the reduction of capiial on this date in terms of the plan rues.

17 Employee Benefits {cont)

Set out below are summaries of oplions granted under the Executive Share Option Flan No. 2.

Options QOpticns exercised

Expiry Exercise Initially Qptions lapsed and shares issued  Options availabie at the

Grant date date price Granted during the year during the year end of the year
2008 2004 2005 2004 2005 2004
100 T8/ T/08 BOET2 3487381 466,774 - T¥304 BT 26T - 344,078
July 00 July 05 B1.120 101,112 45,263 - - - - 44,263
Aug DD Aug DS B1.125 124,466 52219 - - - - 52,215
Sep 00 Sep 08 50881 171,200 15,485 - - - - 15485
Cot 00 Cot08 50.492 133,506 20,000 - 23333 2BBTB - 43,333
MNov 00 MNov 0B 50.264 15,625 - - 8,250 - - 8,250
Dec 00 Decs §0.222 68,000 45,000 - - - - 44,000
Jan 01 Jan 068 $0.174 1075758 g18 - - 6,206 17,401 18,317
Feb 01 Feb OB B0188 1,152,500 12,435 - 4BACC 182,712 238287 205202
Mar 01 Mar 0B 501585 68,331 961 - 12800 - 18,267 31,728
Apr 01 Apr06  B0160 12,5647 - - - - - -
May 01 May 08 30165 44,342 73 - 5,208 7,280 3,279 8,660
Jun i Jdun 0B 50147 63579 - - 10418 - - 10415
Juot dul 08 B0 17,568 &3 - - - 1,196 1,255
Acg D1 Aug 06 80102 13,636 342 - - - 6,490 5,832
Sep 01 Sep 06 B0.06BS 39,888 280 - - 6,256 5323 5,603
Cot0] CotOB BO.OTE 50,826 a1y - - 24,453 5016 5,333
Dec 0] Dec0B 50116 37,827 faati] - 28667 - 10,6802 37,827
Jan 02 JanO7F 50133 10a883 2531 - Faan 3,611 £8 209 54,832
Feb 02 Feb 07 50138 TTe 389 - - - ¥,389 78
Mar 02 Mar D7 50138 41,666 542 - - 16887 10,201 10,833
Juoz Gul 07 B013E3 41,668 1,187 - a8t 1111 22,168 26,548
Sep 02 Sep0? 50185 16,111 472 - 5,667 - 8912 168,111
Dec 02 DecO7 $0.176 130588 2478 12778 24444 20,333 47076 73,058
Jen 056 JenDB $0.190 26,6687 - - - 2BB6T - -
Jun D Jun O $0.270 58831 1,778 - IBBRY T 33,779 51,114
Sep 05 Sep 08 50508 5002 8958 - - 4,444 101800 110558
Dec03 Dec0B BO.614 43,880 8,130 - - - 42,751 48,880
Jend Jen 0B BOA5T 1,061,158 40876 - 83810 - 94V.BYE 1,081,155
Mar 04 Mar 08 B0.788 56,110 2,805 - - - 53,308 56,110
Junod dun0g B0.560 TeBeEE 7001 - - - 60,6687 78,688
Sep 04 Sep 08 50825 151,166 26,030 - - - 125436 151168
Dec0d Dec0d 50796 280 584 30,444 - - - 2110 280554
Mar 05 Mar 10 §0.745 TEESE 10,639 - - - 840185 -
Julos Gl 10 B0 79534 4,000 - - - 5,959 -
Sep 08 Sep 10 BO.YTS 113,887 5854 - - - 108,193 -

Dec0f Dec 10 BOV22 144,445 7282 - 1avEaEs

0,287 447 841,801 12,778 331288 420,800 2417318 3178521

MNurnizer of shares that can be issuad for unexercised ogtions 2417518 3176821




17 Employee Benefits (cont)
No further options will be issued under either of these plans. The plans have been repfaced by the

emploves incentive plans approved by the Special General Meeting on 20 December 2005, No
options have been granted in terms of the new plan.

Options are valued using the Binomial Option Pricing Modal, taking into account the exercise price,
the expacted life of the options (estimated at 4.5 years), the price of the underlying shares range is
betwesn $0.29 and $1.00), the expected volatiity of those shares based on historical volatiity, the
expected dividends and the risk-free rate of interest. Options that fully vested before 31 December
2003 are not valued, The weighted average share price during the year was $0.78.

Additional information on these plans is disclosed in the directors' report.

18 Contributed Equity
2005 2004
Fully Paid Ordinary Share Capital No. $000 No. $000

Balance at beginning of financial year 138,864,948 53,048 129,141,230 BG,020
Transfer from share-based payments
raserve for options exercised during

the year - 27 - 5
Transfer from accumutated losses - (25034 - -
issue of shares 331,288 136 9,723,718 7,181
Reduction of capital (6,955, 496) {56,568 - -
Return of capital - {4,662 - {4,158
Batance at end of financial year 132,236,740 17,747 138,864,948  B3048

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

A gpecial resclution, put to the Annual General Meeting on 24 May 2005, seeking approval for the
reallocation of $25,034,00C from accumulated losses to contributed equity, was approved.

Shares And Options Issued During The Financial Year

331,288 options were exgrcised during the vear with an average exercise price of $0.41. Detalls of
the options that were exercised and further detalls in respect of the share option plans are contained
In note 18 to the financial staterments.

Curing the year a Helurn of Capital was paid in the amount of 3.5¢ per share. This restdted In a
reduction in Capital of $4,861,763.

A Special General Mesting on 20 Decermnber 2005 approved a reduction of capital of 5% of the
lssued capital, comprising 6,959,496 shares at 80¢ per share, to shareholders registered on 29
Cecamber 20050, and paid to shareholders on & January 2006. This resuited in a reduction of capital
of 5,567 597,

Curing the year the company issusd 413,886 options under the Execudive Share Option Plan No. 2
at an average strike price of 80.78.

Further detais of the share option Hlans are contained in Note 17 1o the financial statements.

Total consideration for options exercised during the vear is $163,068.

Consolidated Parent

20065 2004 2005 2004

$000 %000 000 $'000
19 Resetves
Fareign currency translation resenve
Balance at beginning of financial year 141 - - -
ransiation of foreign ocperations 110 141 - -
Balance at end of financial year 261 141 - -
Share-based payments reserve
Balance at beginning of financial year 347 14 347 14
Option expense 248 258 248 258
ransfer {0 share capital {options exercised) 27} {5 27 {5
Halance at end of financial year 5B 347 56 347

8219 488 568 347

Nature and purpose of reserves

(@ Foreign currency translation reserve
Exchange differences arlsing on transiation of the foreign controlied entities are taken o the
foreign currency franslation reserve, as described in note 1),

(b} Share-based payments reserve
The share-based payments reserve is for the fair value of options granted and recognised to
date but not yet exercised.

20 Retained Earnings (Accumulated Losses)

Batance at beginning of financial year (22272 {32,424 (24763 (32933
franster to contributed equity (Note 18} 25,034 - 25,034 -
Nat profit 7034 16,182 5791 8,170
Batance at end of financial year 3,796 {22,272 6,062 {24,783
21 Earnings Per Share 2005 2004

¢ &
Basic eamings per share 581 7.4
Ciluted earnings per share 50 7.2

Weighted average number of ordinary shares
used in the calculation of basic earnings per
share on a pre-tax and post-tax basis 138,760,700 137,808,871

Weighted average number of ordinary shares

and potential ordinary shares used in the

calculation of diluted earnings per share on a

pre-tax and post-iax basis 141,198,018 140,985,392




21 Earnings Per Share {cont}

Eamings per share calculations are based on grofit for the vear as set out in the Income staterment.
Pre-tax eamings per share calculations are based on the pre-tax profit as set out in the income
statsmert.

Potential ordinary shares of 2,417,318 (2004: 3,176,5621) are opllons issued but not exercised as
disclosad in note 17.

22 Contingent Liabilities
There are no contingent liabilities.
23 Commitments For Expenditure

{a) Capital Expenditure Commitments
The consolidated entity has capital expenditure commitments of $Nif as at 31 December 2005
(2004 $175,0005

Consolidated Parent
2005 2004 2005 2004
$000 %000 $000 $000
{b) Lease Commitments
Operating Leases
Within 1 year 1,308 753 599 554
Later than 1 year and not longer than 5 years 2,700 1,232 759 1,121
Later than 5 years 215 - - -
4,223 1,985 1,458 1,675

Uperating isases reiate fo office premises and warehouse facilities with lease terms of between 1106
years, Al operating lease coniracts contain market review clauses in the event that the consolidated
eniity exercises its option fo renew. The consolidated entily doaes not have an option to purchase the
leased asset at the expiry of the lease pericd.

24 Controlled Entities

Name of Entity Ownership Interest
Country of 2005 2004
Incorporation % %
Parent Entity
Reckon Limited Australia

Controfied Entities

Reckon.com.alu Pty Umited Ausiralia 100 100
Reckon Australia Pty Limited Ausiralia 100 100
Reckon investment Centre Limited Australia 106 100
Reckon Onfine Holdings Py Eimited Ausiralia 100 100
Reckon Pactim Pty Limited Australia 100 100
Reckon fraining Py Limited Ausiralia 90 90
Advanced Professional Solutions Pty Limited Ausirala 100 100
Advanced Professional Solutions Limited MNew Zealand 100 100
Advanced Professional Solutions Limited United Kingdom 100 100

All shares held are ordinary shares

Consolidated Parent
2005 2004 2005 2004
$000 $'000 $'000 $'000
25 Related Party Disclosures

(&) Key Management Personne! Remuneration

Short term benefits 2473068 1,770,792 1,668,886 1,547,541
Post-amployment benefits 187,197 125,318 122,864 114,940
Other long term benefits 47,908 - 38,791 -
Share based payments 42 462 17,879 89,523 4,266

2750623 1,913,887 1,740,074 1,666,777

Batais of directors’ remuneration for the consolidated entity are disclosed in the directors’ report.

(1) Directors’ Equity Holdings Fully Paid Executive Share
, , , Ordinary Shares Optichs

Held as at the reporting date by directors and their

diractor-related entities in Reckon Limited 20,819,000 -

No ordinary shares were issued to the directors and no executive share options were issued to the
directors during the financial vear.

{c) Other Transactions with directors
There were no ofher transactions with directors,

(d) Transactions within the Wholly-Owned Group

Buring the financial year, Reckon Urnited provided management, accounting and adminisiration
senvices, at no cost, to other entitiss in the whally-owned group.

Biuring the financial vear, Reckon Limited charged rovaities on inteflectual property at market rates to
the APS group of $2,681,159 2004 $2,159,251), and was charged interest at normal commercial
rates on the intercompany loan with Advanced Professiona Solutions Limited in New Zealand of
$291,903 (2004 $197,328). The APS group has also provided development services to Reckon
Limited at market rates and has charged fees for these services of $2,510,345 {2004 $1,765,6105
Reckon has also foregiven and written-off loans to APS of $672,691.

(e} Other Related Party Transactions

Intuit Ventures Inc
intuit Veniures Inc, a significant shareholder {11.21%) in Reckon Limited provides the rights for

Reckon to market and distribute Intult software throughout Australasia and parts of South-East Asia.
inreturn for this, Intuit receives a royalty payment based on sales made throughout the territory. These
royalties amounted to $3,416,796 {2004 $3,118,237) which is expensed in the month the associated
product was soid. The balance due at 31 Cecermber 2005 is $103,025 (2004 $134,9284



Consoclidated Parent
2005 2604 2005 2004
$'000 $000 %000 $000
26 Notes To The Statement of Cash Flows
{a) Recongciliation of Cash
For the purposes of the staternent of cash
flows, cash includes cash on hand and in banks
and investments in money market instruments,
net of cuistanding bank overdrafts. Cash at
the end of the financial year as shownin the
staternent of cash flows is reconciied 1o the
refated fems in the balance sheet as follows:
Cash i 18,023 13,802 16,013 11,624
18,023 13,302 16,015 11,624

(it Cash balance is predominanily in the form of short-term money market deposit, which can be

accessed at call,
{b} Business Acquired
APS Group
Consideration:
9,245,175 ordinary shares in Reckon Lid
Cash
Deposit paid in cash in 2003

Fair value of net assets of entity acquired:
Cash

Recelvables

Cther current assets
Ceterred tax assets
Fxed assets

Trade payables
Current tax liabliities
Provisions

Cther current kabifities
Ceterred fax labifities

Goodwil

il detaifs regarding this are inciuded in note 24.

i

Consolidated
2005 2004
$000 $'000
26 Notes To The Statement of Cash Flows {cont)

Parent
2005 2004
$000 $'000

(c) Reconciliation Of Profit from Operating Activities After Income Tax To Net

Cash Flows From Operating Activities

Profit from ordinary activities after income tax 7,034 10,151 5,791 8,170
Bepraciation and amortisation of non-curent
assets 1.678 1,320 1,635 1,543
Non-cash empioyee benefits expense —
share based paymaent 303 338 303 358
Write-off of wholly owned entity loan - - 573 -
increase/{decreass) in current tax liability 518} 356 {18 -
increase/{decrease) in deferved tax balances 1,462 {3,244 1,710 {3,430
Unrealised foreign currency translation amount 110 141 - -
fincrease)/decrease in assets:
Current receivables 1618 {305 1,310 {477
Current inveniories (3} 97 ) 97
Other current assets et} 85 {78) 126
MNon-curent receivables - - - -
increase/{decrease) in fabififiss:
Current trade payables 930 410 721 {(5AG
Oiher current liabiities 46 {442 {237 32
Other non-current abifities 687 20 45 18
Net cash infiow from cperating activities 12,504 8,689 11,860 BB7Y
27 Outside Equity Interests in Controlled Entities
Consoclidated
2005 2004
$000 $000
interest in: Share Capital - -
Accumudated [ osses & 2}
@ @
28 Non-cash financing and investing activities
Cohsolidated Parent
2005 2004 2005 2004
$000 $'000 $'000 $000
Acquisition of controlled entity via the issue
of shares in the parent entity {hote 241 - 7,059 - 7059

29 Financial Instruments

(a) Significant Accounting Policies

Detaits of the significant accounting policies and methods adopted, including the criteria for
recogrition, the basis of measurement and the basis on which revenues and expenses are
recogrised, N respect of sach class of financial asset, financial fability and equity instrument are

disclosed in note 1 1o the financial statements.



29 Financial Instruments {cont}

{b} Interest Rate Risk

The consclidated entity's exposwe 1o interest rate risk as at the reporting date was in respact of
cash of $18,022, 912 (which attracts an average variable inferest rate of 5.9%, (2004: 5.3%). All ather
financlal assats and fabifities are non-interest bearing.

{c) Credit Risk

Credit risk refers to the risk that a counter party wilt defaull on its contractual ebligations resulting
In financial toss to the consclidated entity. The consclidated entity has adopted the policy of only
dealing with creditworthy counterpartiss and obtaining sufficient collateral or other security where
appropriate, as a means of miigating the risk of financial loss from defaults. The consclidated entity
measures credi risk on a fair value basis.

The consolidated entity does not have any significant credit risk exposure fo any single counterparty
ar any group of counterparties having similar characteristics.

The carrying amount of financial assets recorded in the financial statements, net of any provisions for
losses, represents the consclidated entity's maximum exposure to credit rsk without taking account
of the value of any collateral or other security obtained.

{d) Fair Vatue

The camying amourt of financial assets and financld liabiiies recorded in the financial report

represents thelr respective falr values, delermined in accordance with the accounting policles
disclosed in note 1 to the financial statements.

{e) Foreign Currency Risk

Foreign exchange risk arises when transactions, assets and liabilties are denominated in a currency
that is not the entity’s functional currency. The group includes entifies operating in New Zeatand and
the United Kingdom, therefore balances inciuded in the balance sheet can be affected by fluctuations

In the exchange rates between these countrles and the Australian dollar. The group does not hedge
against this foreign cusrency risk.

{f Liquidity
The group maintains sufficient cash resources for expenditure and payment of liabilities.

30 Segment information

{a) Primary Reporting - Business Segments

For management purposas, the consolidated entlty is organised into two major operating divisions:
Quicken products

APS products

Thase divisions are the basis upon which the consclidated entity reports its primary segment
Information.

The principal activities of these divisions are as foliows:

» Cicken products — development, disiribution and support of personal financial and
accounting software.

* APS products — development, distribution and support of practice management tax and
cliant accounting software.

The APS Group was acquired on 29 January 2004,

30 Segment Information {cont)

External sales inter-segment Other Total

2005 2004 2005 2004 2005 2004 2005 2004
Segment revenues $000  $'000 000 $'000 000 $00C  H000 $000
CiLkcken products 27497 24802 3545 2,153 1087 BEZ 32203 27643
APS products 13,840 11,018 - - B4 78 14004 11,088
Tetal of all sesgments 46,207 38,35
Elirrinations [3.940) {2,150}
Todal revenue 42,258 368580
Segment results
Cilicken products® B8 BETT
APS prodocts 2,442 1,984
Profit before income tax 9,255 7,361
Income tax (sxpenselrevenys (2225 2780
et profit for the year F0384 0 10,151

* The Qulicken resUit includes soyalty income from APS, net of APS developrmant cost and IP amortisation.

Assets Lishilities

Segment assets and Rabifities 2005 2004 2005 2004

£000  $000 $000 000
CiLkcken products 21081 19528 14845 6,707
APS products 24889 21,378 2945 2,935
Total of all segments 4595G 400804 VB0 9642
Elirrinations (B088)  (3,284) [BO8B) {3,264}
Unalorated - - - -
Consolidated 40,885 37,840 12A35 6,378
Other segment information Quicken products  APS products

2005 2004 2005 2004
$000  $000  $000 5000
Acogigition of segrment assets 153 264 2985 14827
Bepreciation and amartisation of segment assats B37 47 1041 373

(1 Secondary reporting - geographical segments

Acquisitiors of propearty,

plant and sguipment,
Begment revenues from sales intangibtes and other non-

10 external cUstmers Segment assels arrert segrnent assets
2005 2004 2005 2004 2005 2004
$'000 $'000 $'000 $'000 $'000 $'000
Australia 35,985 31,388 33,837 31,188 2,140 10,083
Other countries 5172 4,231 9574 8,708 988 4,798
41,137 35,520 43,711 35,596 3,108 14,851

Unafocated assets 2,818} (2,256}

Total assets 40,885 37,840




31 Economic Dependency

Reckon Umited generates a significant volume of its revenue from products supplied by Intuit under
the manufaciuring and distribution agreement it has with Intuit Inc.The agreement is an evergreen
agreement for a roling period of 10 years and is subject to market growth objectives. If these
objectives are met the agreement is auiomatically extended by one year for each calendar year in
which Beckon meets or exceeds its market growth objective. To date Reckon Limited has exceeded
these growth chiectives.

32 Subsequent Events
Subsequent to the end of the financial year:

Acquisitions
Reckon Umited has acquired the Desikiop Super business sffective 28 February 2006 for an initial

payment of $450,000. Further payments may be made sublect to performance, fiure development
roadmap and guality conditions.

Bfective 1 March 2008 the company acguired the “Eite” business from Elite Practice Sclutions Pty
Limited. The purchase price of $2.3 millon is payable in two tranches of $1.6 milfon at completion
date and BC.7 milion in one years time. The purchase price equales o 4.3 times NPHET for the
by accourtants and tax agents. It is anticipated that the product tools will also be made avallable to
CulickBEooks small business and Quicken personat customers. In addition the Bits product range
also includes ledger, fixed asset and rental property modules which again are complementary o the
existing small to medium business product range. As part of the transaction the existing management
and staff of Flite have been retained. 1t is intended that Elite will focus its energy and align its product
range with the Quicken and QuickBooks customers, while APS will to continue its focus in the larger
and more complex applications.

Dividend

The board has declared a dividend of 2 cents per share to sharehoiders on 23 February 2006. The
dividend wil be unfranked. The record date for the dividend is 9 March 2008,

Less than marketable parcels

N 371 January 2008, the company announced that i will offer o shareholders of less than markstable
parcels of shares to purchase such shares at $0.80 per share. Offers will De sent fo sharsholders
who at close of business on 31 January 2008 continue to hold 847 shares or less (based on a
closing price of $0.78 on 30 January 2008). The offer will remain open untl 3¢ June 2006, i al
refavant shareholders accent the offer, the cost 1o the company will be approximately $120,000,

Options
271,932 aptions in the Executive Share Option Plan No. 2 have fapsed and 27,444 options have
been exercised with an average exercise price of $0.616.

33 Explanation of Transition to Australian Equivalents to IFRSs

Note Consolidated Parent
31 Dec 1 Jan 31 Dec 1 Jan
2004 2004 2604 2004
$000 $'000 000 $000
(a) Reconciliation of total equity as presented under AGAAP to that under AIFRS
Total equity under AGAAP 29,642 17,807 28,009 17,101
Feassessment of avallable fax iosses 34 623 - 623 -
AFRS Adiustments fo equity: 30,265 17,807 28,6832 17,101
White-back of goodwill amortisation (A} 997 - - -

ax sffect of above adjustments - - — -

Total equity under AIFRS 31,2682 17,607 28,632 17,1014

{A) Goodwil s net amortised under AASE 3 *Business Combinations”, but was amortised under
AGAAR This is the reversal of the 2004 armortisation recognised. Exemption was taken under
AASE 1 net to restate previous business combinations before 1 January 2004,

0 Reconciliation of profit after tax under AGAAP 1o that under AIFRS

Profit after tax as previously reported 8569 7 B85
Reassessment of avalable tax losses 34 523 6523
9,492 8,508
AlFRS Adiustments:
White-back of goodwill amortisation {4} 997 -
Recognition of share-based payment
axpanas {3 (338} {338)

Tax effect of above adjustments - —

Frofit after tax under AIFRS 10,151 8,170

{A) Goodwil s not amortised under AASE 3 *Business Combinalions”, but was amortised under
AGAAP This is the reversal of the 2004 amortisation. Exemption was taken under AASE 1
net to restate previous business combinations before 1 January 2004,

{3 Options fssued o employees after 7 Novemnber 2002 but that had not vested by 1 January
2005 are charged o the income staterment under AASE 2 “Share-based Payment” over
thelr vesiing period. No such expense was recognised urder AGAAR. An option reserve is
recogrised untt the options are exercised and the shares issued.

(¢} Explanation of material adjusiments o the cash flow statements

No adustments have been made to the cash flow statement on adoption of AIFRS. The
reconcifiation of operating profit to cash generated by operations has been restated for the profit
affacts as detalied in {0} above.



34 Reassessment of Available Tax Losses

The Group’s avallable Income tax losses has increased due to a reassessment of the tax deductibility
of Intellectual Property. The increase in avallable tax iosses has resulted in an increase in the future
Income tax benafit and Income tax revenue as at 31 December 2004 of $6823,000.

Basic and diuted earmings per share for the prior year have been restated. These adjustments have
been reflected in the prior year comparatives in these financial statements.

35 Company information
Reckon Limited is a company limited by shares, incorparated and domiciied in Australia.
its registered office and principal place of business is:

35 Saundars Street

Pyrmont

Sydney NSW 2009

A daescription of the nature of the consolidated entily’s operations and its principal activites is
included in the review of operations and activities in the directors’ report, which is not part of this
financial repaort.

the financial report was authorised for issue by the directors on 8th March 2006,

g

Additional information as at 8 March 2006

Twenty Largest Holders of Quoted Equity Securities

Ordinary Shareholders Number Percentage
infuit Vientures Inc 14,828,304 11.21
National Nominees Limited 12,384 660 9.36
J P WMorgan Nominees Australia Limited 11,152,611 8.43
Gregory John Wilkinson 10,450,000 7.90
M Philip Ross Hayman 5,600,000 4.23
7 Investments Py Limited 4,750,000 3.58
Steve Rickwood 4,376,602 3.31
ANZ Nominess Eimited 3.694 506 279
invia Custodian Pty Uimited 3,264 890 2.47
Mr Clive Rabie & Mrs Kerry Rose Rabie 3,182 500 241
UBS Nominees Py Lid 2,843,550 215
Citicor Nominees Py Limited 2,850,407 200
Mr Clive Alan Rabie 2,517,500 1.90
Appleton frust Company {C) Limited 1,763,852 1.33
invia Custodian Pty Limited 1,658,672 1.25
invia Custodian Py Limited 1,679,432 1.18
Fartis Clearing Nominees P/L 1,254,056 085
Citicorp Nominees Pty Limited 1,202,004 0.9t

Mrs Shane Catherine Compton & Mr Richard Graham
Compton & Ms Marguerite Anne Brett 1,078,873 0.82
Cogent Nomineas Pty Limited 992 907 0.75
91,215,376 5545

Number of Holders of Equity Securities

Bouity securities include shares, units, options over issued of unissued securifies, rights o any one
of the former securities and convertible securities.

Ordinary Share Capital

132,264,184 fudly paid ordinary shares are held by 5081 individual sharsholders as at 8 March
2006,

Adiissued ordinary shares carry one vote per share,

Options

2.417,318 options were held by 221 indihvidual option holders as at 31 Decaember 2005, These
options do not carry a right to vote and are not ksted on ASX,

Since 31 December 2005 271,932 options have lapsed.



Distribution of Holders of Equity Securities
As at 8 March 2006

Ordinary
Shares Options

1-1,00C 1,065 -
1,001 — 5,006 2,527 23
5001 - 10,000 785 107
16,001 — 100,000 513 91
100,001 and over 63 -
Substantial Shareholders
As at 8 March 2006

Ordinary Ordinary

Shares Shares

(Number} {Percentage}
intuit Veniures Inc 14,828,504 11.21
MNational Nomineses Uimiied 12,384,660 9.36
J P Morgan Nominees Australia Limited 11,152,611 8.43
Gregory John Willinson 10,450,000 790
Clive Alan Rabie § 10,450,000 790

(it thiz includes associated holdings

Annual General Meeting

The Annual General Meeting for Reckon Umited wil be held on Friday 26 May 2006 at
10:00am at 38 Saurndlers Streat Pyrmont NSW. f you are unable to attend, you are wited to
complets the Proxy Form included with your Notice of Meeting. The cormpleted Proxy Form
st be received no later than 48 hours before the Arnual General Meeting.

Important information ~ Corporate Notices

Asg part of our commitrment to efficiency we are now giving sharsholders the option to recaive
ali statutary corporate notices and reports slectronically instead of by post. We have many
securityhoiders and it is costly for the company to produce and mall Annual Reports.

To register {0 be notified by email when the Annual Beport and other announcements ars
available online:

+ Vit the shiare registry at www.computershars.com

+  Click on ‘fewvestors’

+ Click on ‘Register your emall address’

+  Saleat ‘RKN fram the drop down list and click on 'Proceed’

*  You will need to enter your personal security information: Holder |dentification Number
{HIN} or Secwrityholder Reference Nurmber (SRN); family or company nams, postcodes or
courdry {if outside Australia); and click *Submit’

« After you have entered your e-mall address and selected which publications you wish {o
receive an emal will be sent to you for canfirmation purposes.

+  Upon receipt, just click on ‘Reply’ to confirm your detalls, then *Send’.

Shioudd your have further enquiries condact the Registry on 1300 855 080 {or outside of Australia
please call +61 3 9415 4000

Alternatively, email the full name and addrass of the secuntyholder to:
shareholders@ouicken.com.au

to recaive the Annual Report and other statutory notices alectronically, at the specifisd amal
address.

Please note that we can only enjoy the efficiency of this process if a significantly large
rumber of securityholders opt (o receive corporate notices and reports by e-mail. If the
response is too low we may decide for the time being to continue with the regular post.
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Principal Registered Office
35 Saunders Strest

Pyrrmont

Sydiney NSW 2000

Tet: {02) 9577 8000
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Sydney NSW 2000
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Auditors
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Principal Administration
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Stock Exchange Listings
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under the syrebol ‘BN

Company Secretary
M Myron Zotnick LLM

'|IIIIIIIIIIII\IIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIl

e







