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Announcement of Prefiminary Final Resulis

HEADLINE RESULTS
The company reported the following headline results:
* Group operating revenue was up 9% from $41.4 million tc $45.0 million.
¢ Group EBITDA was up 28% from $10.1 million o $13.0 million.
o EPSwas up 22% from 5.1 cenlts {0 6.2 cents.

+ Final dividend of 2.5 ¢ per share - dividend payout ratic of 73%.
Reckon Limited Group CEOQ, Mr Clive Rabie said:

“We are pleased to see another sitrong year across all segments
with an encouraging drop through to the bottom line from revenue
growth. Our new acquisitions are operationally bedded down and
are confributing above expectations.

The Quicken business has once again shown the benefits of a fixed
cost model in a revenue growth environment. Growth of revenue
from existing customers underlines the sustainabilty of the
business.

APS continues its trend of gaining market share while at the same
time benefiting from its close relationship with its existing customers
and the roll out of our full service model.

We will continue to seek growth both organically and from
acquisitions in 2007 and intend to leverage our strong balance
sheet.”




ACQUISITIONS - SHELCO

Reckon Limited announced vyesterday that it has acquired the Shelco
business which comprises two main revenue streams, services and data.

The Services business provides company registration services using the
traditionat full service method and also provides clients with an immediate
online service available outside of standard operating hours. The business
can also set up unit trusts, family trusis {(discretionary trusts), constitution
updates, domain name registration or a sell managed super fund for
customers.

The Data business electronically provides comprehensive accredited ASIC
information combined with a highly personalised client relationship and a full
range of sophisticated information services to assist customers with the
provision of financial, corporate and statufory information.

It is alsc proposed to add state business names, REVs checks, credit
reporting and tand office searches to this business in the near future as welk.

ACQUISITIONS — NEW ZEALAND AND INTREPID

Reckon Limited also announced yesterday that effective 1 March 2007 it will
acguire the “Intrepid” business as well as the business of its New Zealand
distributor.

The fransaction forms part of an expansion of the product suite Reckon will
distribute as well as a rationalisation of #s existing licensing arrangement with
its Quicken sub-distributor in New Zealand.

The Reckon product suite will be expanded by the acquisition of the
technology for the iBankData; IPayroll; and {Backup solutions.

For further information, please contact Mr Clive Rabie, Group CEOQO, Reckon Limited,
(02) 9577 5846, clive.rabie@reckon.com.au. Or contact Mr Chris Haggiund, Group CFC, (02) 8577 5414,
chris.haggiundi@reckon.com.au.
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Reckon Limited Appendix 4E

Preliminary Final Report

Financial Year Ended 31 December 2006

Results for announcement to the market

31 Dec 2006 31 Dec 2005 % Change
$'000 £'000

Revenue 45815 42,258 +8%
Profit before income tax 11,002 8,259 +19%
Profit for the year 8,189 7.034 +16%
Net Profit attributable to members 8,188 7,034 +16%
Earnings per share 8.2 cents 5.1 cents +22%

Group Operating Revenue: Up 9% Group EBITDA: Up 20%

Quicken Operating Revenue: Up 9% Quicken EBITDA: Up 27%

APS Qperating Revenue: Up 8% APS EBITDA: Up 35%

Final Dividend 2.5 cents per share

Growth in revenue, sirong management of costs, and the benefits of a sustainable customer base have resulted in the strong group
performance from both ARPS and Guicken.

The company acquired “Elite” and "Deskiop Super” in 2008 which have both been successfully bedded down and have contributed fo
the profit growth.

Net Tangible Assets per Security
The net tangible assets per security as at 31 December 2008 is 7.7 cents per share {2005 7.6 cents per share).

Dividend

The board declared a final dividend for Reckon Limited of 2.5 cents per share to shareholders on 22 February 2007. The dividend will
be unfranked. The record date for payment of the dividend is & March 2007. An interim dividend for 2006 was paid on 4 September
2006. This takes the company's dividend payout ratio to 73% of NPAT,

Acquisitions
Effective from 1 March 2007 Reckon Limited acquired the Shelco business; and the “Infrepid” business together with the business of its
New Zealand distributor.

These transactions form part of an expansion of the product suite Reckon will distribute as well as a rationalisation of s existing
ticensing arrangement with its Quicken sub-distributor in New Zealand.
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Reduction of capital
On 20 December 2005 a 5% reduction of capital was approved by way of special resolution of shargholders. It was implemented on 8
January 2006. The company accordingly reduced its share capital by $5,567,587 consisting of 6,859,486 fully paid ordinary shares.

Less than marketable parcels

On 31 January 20086, the company offered to purchase less than marketable parcels of shares at $0.80 per share. Offers were sent to
shareholders who at close of business on 31 January 2008 held 641 shares or less {based on a closing price of $0.78 on 30 January
2006). The offer was open untit 30 June 2006. At the close of the offer, a total of 47,388 shares were bought back and cancelled at a
fotal cost of $37,918

Audit
This report is based on accounts which are in the process of being audited.

Clive Rabie
Director, Group CEG
22 February 2007



Tncome Statements

for the year ended 31 December 2006

Hote Congolidated Parant
2006 20058 2008 2005

$1000 57000 57000 §7000
Revenue 2 45,615 42,258 38,0558 32,068
Product and selling costs (2,978} (Z2,852) (2,355 (2,333)
Royalties {3,985} (3,885) (3,5908) (3,492)
Employves benefits expenses (15,103} {14 ,340) (9,253) (8,8148)
Erployes ralated expenses (T4E (718) {E52) (498)
Expensa of share-bazed payments 2B (203) (Z81) (302
Marketing aupenses {3,926} {3,945) (3,538) (2,625)
Premises and eatabiishment
expenses {1,457} {1,208) {275) (B92)
Depreciation and amortisation (2,815} (1,878) [2,548) (1,635
Telecommunlcat ions R (605) (455) (337
Legal and profesaional expenges 478} (8259 {392) (544)
Finance ooots - - 84 (Z92)
Other expenses (2,433} (Z,732) (1,378) (2,01%)
Profit befors income tax 11,002 9,258 12,164 T.2X0
Income tax expenssa 3 (2,833} (2,228 (1,737) (1,415}
Profit for the year 8,169 7,034 10,4%7 5,761
Loga attributabple to minority
interest - - - -
Profit attributable to members of
Reckon Limited 22 8,169 7,034 10,4%7 5,761

Cenks Cents
Basic Earningsz per Share 23 5.2 5.1
Diluted Earnings per Share 23 5.1 5.C

The above income statements should be read in conjunction with the accompanying notes.



Balance Sheets

as at 31 December 2006

Note Consclidated Parent
2006 2005 2006 2005
37000 57000 37000 27000
ASSETH
Current Azseta
Cash and cash eguivalents 27 12,728 18,0232 7,972 16,013
Recaivables a 3,719 Z,920 1,456 1,404
Invantoriss 5 358 185 358 185
Tax asselsg - 5 - 18
Cther assets 7 674 455 3259 247
17,477 21,838 10,115 17,887
Total Current Assets
Non-Currant, Assets
Recaivables & - - o0& -
Financial asmats 8 301 315 14,728 14,721
Property, plant and eguipment E 1,733 £52 873 301
Deferred tax agsets 1G 158 Z,000 - 1,720
Intangible assets 11 20,862 16,252 g,751 5,200
Cther assets 12 200 - 200 -
Total Non-Current Assets 24,255 19,255 26,502 21,942
49,732 40,855 36,017 35,809
Total Assets
LIARIELITIES
Current, Lianilities
Fayablies 13 5,452 9,668 3,743 2,054
Tax liabilities ZRO - 306 -
Provialong 14 608 520 274 187
Oihar Idiakilities 18 2,021 1,582 1,385 1,158
. - 8,401 11,870 5,7Ga G,3585
Total Current Liabilities
Nor-Curresnt. Liabilities
FPayabies 13 - - - 3,068
Interest-bearing liabilities 18 - - 211 2,818
Defarred tax liapilities 17 430 434 184 -
Proviatons 14 401 235 Z1& 151
Cther liahilities 18 257 - - -
Total Non-Current Liabilities 1,088 665 211 6,033
. e G,489 12,525 4,319 15,432
Total Liazbilities
33,243 28,360 25,0598 24 377
Net Assets
Ecpalty
Contributed eq‘uity 20 17,896 17,747 17,898 17,747
Regarves 21 675 815 554 1:4:1
Retained earnings - 12,674 S,794 11,248 5,062
Parant entity interast 33,245 28,362 25,0598 24 377
. . . (2} {2) - -
Minority interaat 28
33,243 28,360 25,0598 24 377

Total Eguity
The above balance sheets ghould be read in conhunction with the accompanying notes.



Statements of Changes in Equity

for the vear ended 31 December 2006

Note Consolidated Parent
2008 2005 2006 20058
87000 57000 5000 STO00

Total equity at the beginning of

the finanecial year 28,380 31,262 24,377 2B, E3Z2
Exchange differences on

vransiation of foreign

o , 130 110 - -
subsidiaries 21 ( :
Net income/{loss) recognised
directly into equity (130} 110 - -
X 8,169 7,034 14,477 5,791
Profit for the year
Total recognised income and
expenge for the year
P ¥ 8,039 7,144 14,477 5,791
Trangactions with equity holders
in their capacity as eguity
holders:
Reduction of capital, return of
capital and share buy-back 20 (38 (10,430 (38} {20,430)
Dividends paid 29 {5,291} - i5,291} -
Employes share options 21 49 248 49 248
124 138 124 i34
Izgue of shares 20
Total eguiky at the end of the
Einancial year
31,243 28,360 25,898 24,377

Total recognised income and

expanse for the year

artributablie to:

Members of Beckeon Limired 5,039 7,144 10,477 5,791
Minority intersaat - - - -

8,039 7,144 14,477 5,791

The above statements of changeg in equitry should be read in condunction with the accompanying notes.



Cash Flow Statements

for the vear ended 31 December 2006

Note
Cash Flows From Operating
Aotivities
Receipts from customers
Fayments to suppliers and
employeas
Interest received
Dividends received
Income taxes paid
Net cash inflow from operating
gotivities 2% {e)
Cash Flows From Investing
Activities
Payment for purchase of businese,
rnet of cash acquired 27 (b}
Fayments for purchase of
inteliectual property
Expanditure on capitalisged
devalopment costs
Fayment for property, plant and
equipment
Increass in leans from
subsidiaries
Recelpts/ {Paynents) for security
depogits
Net cash ocutflow from investing
aotivities
Cash Flows From Flnancing
Aotivities
Proceeds from lssues of aguity
securities
Dividends paild to company's
shareholdars
Repayment of loans to
subsidiaries
Return of capital to shareholders
Net cash outflow from financing
aotivities
Net Increase/{Decrsase) in cash
and cash equivalents
Cash and cash equivalents at the
beginning of the financial year
Cash and cash equivalents at the
end of the financizl year 27 lal

Consolidated
Inflowa/ (Outflowsa)

Parent

Inflowsa/ {CubElows)

2008 2005 2006 20058
7000 57000 37000 $7 000
48,830 47,2063 33,060 31,354
(36,4598) (34 ,543) (23,632} {2%,284)
603 234 336 770

- - 4,732 1,258

(7G3) {540) (71} (Z288)
12,234 12,554 14,425 11,850
{2,097) - 12,087} -
- {174} - {174)
{2,228) 12,659 13,349} (2,718)
{1,449) {376} {772} {153)
- - - 208

14 1 (5} -
(6,158} {3,107} (6,223} {2,735}
124 138 124 ida
{5,291} - 15,251} -
- - 15,470} -
{5,408) i4,862) 15,806} (4,882)
{10,773} {4,726} {16,243} {4,726}
(5,29 4,721 {8,041} 4,389
18,0623 13,302 16,013 11,624
12,726 18,023 T2 16,013

The above cash filow gtatements ghould be read in condunction with the

accotgpanying notes.



Notesg to the Financial Statements

for the year ended 31 December 2006

1. Summary of Significant Accounting Policies

The principal acoounting policies adopted in the preparation of the financizl report are sat
outt below. Unless otherwise stated, the accounting policies adopted are consistent with
those of the previcus year. The financial report includes separate financial statements for
Reckon Limited as an individual entity and the consolidated entity consisting of Reckon
Limited and itrs subsidiaries.

Bagis of preparation

Thisz general purpose financial report has been prepared in acoordance with Australian
Becounting Standards and Interpretations and the Corporations Act 2001, and complies with
the other reguirements of the law.

EAustralian Accounting Standards include Australilan equivalents to International Financial
Raporting Standards. Compliance with AIFRS ensures that the consclidated financial
statements and notes of Reckon Limited, complies with International Financizl Reporting
Standards (IFRSs) .

The financial report has been prepared in accoordance with the historical cost coavention,
except for the revaluation of certain non-cutrrent assets and financial instruments.

Significant Accounting Policies

{a} Trade Payables

These amounts represent liabilities for goods and services provided to the consclidated
entity prior to the end of the fipancial year and which are unpaid. These anounts are
unsecured and are usually paid within 30 days of the month of recognition. Trade pavables
are recognised initiaily at falyr value, and subsequently at amortiszed cos=t.

(b} Beguisition of Assets

Bgzets acguired are recorded at the cost of acquisiticn, being the fair value of the
purchase consideration determined as at the date of acguisition plus costs incidental to the
acgquisgition. Whera aequity instruments are issued in an acguisition, the wvalus of the
instruments iz the welghted average of their closing market price for the total of the five
buzsiness days either zide of the acguisition date.

In the event that settlement of all or part of the consideration given in the acguisition of
an asset iz deferred, the fair wvalue of the purchase congideration is determined by
digcounting the amcunts payable in the futurs to their present value as at the date of
acquisition. However, where the deferred component is subject to certain criteria being
mat, the amount deferred iz recougnised based on an estimate where it is probable that the
relevant criteria will be met. If the amcunt is not probable or cannot bhe rellably meastred,
no amncunt iz recognised.

The group has used the exemption in ARSE I and has not appiisd AASE 3 Busziness Cowbinations
to transzcticns which occurred before 1 January 2004 .
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(o} Depreciation and Bmortisation

Depreciation is provided on plant and eguipment. Depreciation iz calculated on a straight-
line basis. Leasehold improvements are amortised over the period of the lease or the
eatimated useful life, whichever is the shorter, using the straight-line method. The
following eztimated useful lives are used in the calculation of depreciation and

amortisation:
Piant and egquipment 3 - 5 years
Leasehold improvemsnts 3 - 6 years

(d} Employee Bensfits

Provizion iz made for bensfita acoruing to employeses in respect of wages znd salaries,
annual leave and long serwvice leave, when it is probable that settlement will be required
and they are capable of being measured reliably.

Provisions made in respect of wages and salaries, annual leave, and other employee
entitlements expected to be settled within 12 months are measured at the amounts expected to
ba paid when the liapilities are settled.

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

date, using the projected unit credit method. Consideration is given to expected future wage
and salary levels, experience of emplovee departures and pericds of service.

The Group recognises a liability and an expense for the long-term incentive plan for
selected executives based on a formula rhat takes into congideration the ranking of total
shareholder return mezsured against a comparator group of companies.

Contributions are made by the group to defined contribution emplovee superannuation funds
and are charged as expenses when incurred.

(e} Contributed Eguilty

Transzaction Costa ot the Issuve of Bguity Instruments

Transaction costs arising on the issue of eqguity instruments are recognised directly in
agquity as 2 reduction of the proceeds of the egquity instruments to which the costs relate.
Transaction costs are the costs that are incurred directly in connection with the issge of
those equity instruments and which would not have been incurred had those instruments not
baen ilssued.

(£} Foreign Currency Translation

Functional and presentation currency

Items included in the financial statewments of each of the Group’'s entities are measugred
uaing the currency of the primary economic envircnment in which the eatity operates (“the
functional currency”}. The consolidatred financial statements are presented in Australizn
dollars, which is Reckon Limited’s functiconal and presentation cutrrency.
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Tranzactions and balances

211l forelgn currency transactions during the financial year have bean brought to acoount in
the functional currency tsing the exchangs rate in effect at the date of the transaction.
Foreign currency monetary items at reporting dare are translated at the exchange rate
existing at that date. Exchange differences are brought to account in the income statement
in the period in which they arise.

Group companies

The resulite and finsncial position of all the Group entities (none of which hasz the currency
of a hyperinflatrionary economy; that have a functional currvency different from the
presentation currency are translated into the presentation currency of the congolidatred
entity as follows:

-hsgers znd liabilities for each balance sheet presented are translated ab the closing rate
at. the date of the balance sheet;

-Income and expenses for each income statement are transiated at average rates {unless this
ig not a reasonable approximation of the cumularive effect of the rates prevalling on the
transaction dates, in which case income and expenses are translated at the dates of the
tranzactiona) ; and

-211 resulting exchange differences are recognised as a zeparate component of eguity.

On consciidation, exchange differences arising from the translation of any net investment in
foreign entities, and of borrowings and cther currency instruments designated as hedges of
such Ilnvestments, are taken directly to regserves. When a foreign ocperatvicn is sold or
borrowings repaid, a proportionate share of such exchange differences are recognised in the
income statement as part of the gain or loss on sales.

Goodwlll and fair value adjustments arising on the acguisition of a foreign entity are
treated as assets and liakilities of the foreign entity at the clesing rate.

(g} Goods and Services Tax

Revenues, expensges and assets are recognised net of the amount of goods and services tax
{(38T}, except:

i. where the amount of GST incurred iz not recoverable from the taxation asthority, it is
racogniszed as part of the cost of acguisition of an asset or as part of an item of expense;
or

11, for recelwvables and payables which are recognised inclusive of GST.

The net amount of GST recoverable from, or payable to, the taxation authority is included as
part of receivables or pavables.
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(hy Intangible assests

Goodwill

Where an entity or operation is acguired, the identifiable net asszets acquired are measured
at fair wvalue. Goodwill repregents the excess of the fair value of the cost of acguisiticn
over the fair wvalue of the identifiable net assets acguired. Goodwill is not amortised, and
ig tested for ifmpairment annually or more frequently 1f events or changes in circumstances
indicate that it might be impaired. Following initizl recognition goodwill is measured at
cogt less any acoumulated impairment losses.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. Each
of those cash-generating units represents trhe Group’s investment in each country of
operation by each primary reporting segment which represents the lowest level within the
Group at which the goodwill is monitored for internal management purposes. If an impadirment
has been identified, the goodwill is written down and an expense recognised in the income
statement . Impairment losgses recognised for goodwill are not subseguently reversed.

Intellectusl Property

Aogquired Intellectuzl Property is recognised at cost, legs accumulated amortisation and any
impairment losses, znd ls amortised on a straight lins basis between 3-5 years.

Ragearch and development costs

Ragearch and development expenditure is recognised as an ewpense when incurred, except in
the undernoted instances.

Davelopment costs on the existing APS and Elite suites of software applicationg are
capitalized and written off over a 4 year pericd commencing the following month after the
costs are incurred.

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

At earh balance sheet date, a review of the carrving wvalue of the capitalised development
cogts being carried forward is undertaken to ensgre the carrying value is recoverable from
future revenue generated by the sgale of that scoftware.

{1} Tooonw Tax

The income tax expense or revenue for the pericd is the tax payable on the current period’s
taxable income based on the national income tax rate for each jurisdiction adijusted by
changes in deferred tax assets and liagbilities attributable to temporary differences between
the tax bases of assets and liabilities, and their carrying amcunts in the financial
statements, and fo unused tax losses.

Daferred tax assets and liabilities are recognised for temporary differences at the tax
rates expected to apply when the assets are recoversd or liabilities are settled, based on
those taw rates which are enacted or substantively enzcted for each jurisdiction. The
relevant tax rates are applied to the cumulative amounts of deductible and taxable temporary
differences to measure the deferred fax asset or liability. An exception is made for certain
temporary differences arising from the initial recognition of an assetr or liability. HNo
deferred tax asset or liability ils recognised in relaticn to those temporary differences if
they aroge in a transaction, other than a business combination, that at the time of the
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transaction did not affect either accounting profit or taxeble profit or loss.

Daferred tax assets are recognised for deductible temporary differences and unused tax
lozses only 1f it is probable that future taxable amounts will be available to utilise those
temporary differences and losses. All deferred tax lisbilities are recognised.

Current and deferred tax balances attributable to amounts recognised divectly in equity are
also recognised directly in eguity.

reckon Limited, and its wholly owned Australian controlled entities have formed a tax
congolidatad group.

Under the tax consclidation regime, the parent company is respongible for recognising the
current tax assets and liabilities both for itself and its underlying subsidiaries.
Therefors any ourrent tax assets or liapilities attributable to the underlying subsidizaries
are assumed by the parent company.

Deferred tax is recognised by sach entity within the group, with the sxception of deferred
tax assets arising from available tax losses and taw credits, which are assumed by the
parent Company.

Both current and deferred tax assets and liabilities are calculated asg If each entity were a

standalene taxpaver.

2311 the wholly-owned Australian controlled entities in the group have entersd into a tax
funding agreement, which requires that all balances assumed by the head entity are settled
in full. Farthermores, in the event that the head entity defaults in its cobligations under
the tax consclidaticon system, each entity in the group iz limited in its chligation to fund
the income tax obligation of the head entity to the proportion that the tax liability to
which the enfity would have been liable had the group not elscted to hecome a tax
congolidated entity bears to the total taxation liability of the head entity.

(i} Imventories

Inventories are atated at the lower of cost and net realisable value. Cogts are assigned to
inventory on hand on g weighted average cost basis.

(k' Investments in controlled sntitiss

Investments in controiled entities are recorded at cost.

Dividend revenue is tazken to income on a receivable basis.

(1} Leasmed Lagets

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

The consolidated entity does not have any finence leases in force.
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Operating leasze payments are recognised on a straight line basis over the lsasse bterm, axcept
where another systematic basis is wmore representative of the time pattern in which economic
benefits from the leaged assets are consumed. Contingent rentals arising under operating
leagses are recognised as an expense in the periocd in which they are incurred. Lease
incentives are initially recognised asz a liability and are amortised over the term of the
lease.

{m} Principles of Consolidation

The congolidated financial astatements have been prepared by combining the financial
statements of all the entities trhatr comprise the consolidated entity, being the Company (the
parent entity} and its controlled entities. Controllied entities are all entities over which
the group has the power to govern the financizl and operating policies.

The consolidatred financial statements include the information and results of each controlled
entity from the date on which the Company obtzins control and until such time as the Company
cagses Lo control the entity.

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

in! Receivables

Tradse receivables and other receivables are recorded at amortiszed cost, less lwopairment .

(o} Impaisment of assets

Aagets that have an indefinite useful life are not subject to amortisation and are tested
annually for impairment. Assets that are subject to amortiszation are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable. An lmpairment loss is recogniszed for the amount by which the asset’'s carrying
amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s
fair value less costs to sell and wvalue in use. For the purposes of assessing iwmpairment,
agsets are grouped at the lowest levels for which there are separately identifiable cash
fiows (vash generating units;).

{p} Revenus Recognition

Sale of Goods and Disposal of hasetg

revenue from the sale of goods and disposal of other assets is recognised when the
congolidated entity has passed control of the goods or other assets to the buyer. APS
software licence fee revenue is recognised at the point when the customer iz in agreement
for a *live operaticon” (i.e. when all users can use the aystem on a fully functicnal basis).

Rendering of Services

Ravenue from a contract to provide services iz recogniszed by reference £o the stage of
completion of the contract or on a time and materials basis depending upon the nature of the
contract. Support and maintenance revenue is recognised on a stralght-line basis over the
period of the contract.
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Royalbty Income

Royalty income is recognised on an accruals basis in accordance with the substance of the
relevant agreement .

Interest and Cther Revenue

Interest ravenue is recognised on a time proportionsl basis taking into acoount the interest
rates applicable to the financial assets. Other revenue iz recognised when the right to
receive the rewvenue has been established.

(g} Deferred Revenus

Revenue earned from mainfenance and support services provided on sales of certain products
by the consolidated eatity are deferred and then releazszed to the income statement over the
contract period, normally 12 months.

{r)} Barning= per share

Basgio sarnings per share iz determined by dividing net profit after income taw attributable
to members of the Company by the weighted average number of ordinary shares cutstanding
during the financial year, adiusted for bonus elements in ordinary shares issued during the
yaar.

Diluted earnings per share adiusis the figures in the determination of basic earnings per
share by taking into account the after income tax effect of interest and other financing
costs associared with dilutive potential ordinary shares and the weighted average number of
dilutive potential ordinary shares.

(2} Equity -~ basged compensation benefits

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

Options granted bafore 7 Novembsyr 2002 or vested beafore I January 2005

No expense ig recognised in respect of these opticons. The shares are recognised when the
options are exercised and the proceeds received are allocated to shave capital.

Options granted after 7 November 2002 and vested after 1 January 2005

The fair value of options granted ils recognised as an employee benefit expense with a
corresponding increase in eguity. The falr walue is measured at grant date and recognised
over the period during which the employees becoms tnconditionally entitled to the options.

The fair wvalue at grant date is independently determined uvesing a binomial optica pricing
model that takes into account the exercise price, the term of the option, the ghare price at
grant date, the expected wolatcility of the underlying share, the expected dividend yieid and
the risk free rate for the ferm of the option.

The fair walue of the options granted excludses the impact of any non-market vesting
conditions. Non-wmarket wvesting conditicons are included in assumptions about the nunber of
options that are expected to become exercisable. At each balance date, the entity revizes
its estimate of the number of ocptions that are expected to become exercisable. The employee
banefit expense recognised each pericd takes into acoount the most recent estimate.
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Upon the exercise of options, the balance of the share-based payments reserve relating to
those options is transferred to share capital.

{t} Cash and cash eguivalents

Cash and cash eguivalents includes cash on hand, deposits held at call with financial
ingrivutions and bank overdrafts.

it Cther financial assets

Other financial assets represgent security deposits held as rental guarantees. They are
valued at amcrtised cost.

(v} Comparative figures

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

{wt Provisions
Provisions are recognised when the group has a legal or constructive obligation, as a result

of past events, for which it ls probable that an ocutflow of sconomic benefits will result
and that the outflow can be reliably measured.

(%} Fair Value estimation

The falr value of financial instruments and share based payments that are not traded in an
active market iz determined using wvaluation technigues. The group uges a variety of methods
and assumptions that are based on existing market conditions. Other techniques, such as
egtimated discounted cash flows, are used to determine fair value for the remaining
instruments.

The directors consider that the nominal walue less estimated credit adjustments cof trade
raceivables and payvables approximate their fair wvalues.

{y! Rounding of awmcunts

The parent entity has zppiied the relief available to it under BSIC Class Order $8/100, and
accordingly, amounts in the financial report have been rounded off to the nearest thousand
dollars.

{2z} Bignificant acceounting iudgments, estimates and assunptions

Significant accounting tudgments

In applying the group’s accounting policies, management has made the following judogments
which have the most significant effect on the financizl statements:

Capitaligation of development costs - the group has adopted the policy of capitalising
development costs only for products which will provide definite benefits golng forward.
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Significant accounting estimates and assumptions

The carrying amount of certain assets and liabilities are often determined based on
egtimates and assumptions of future events. The key estimates and agsumnptlions that have a
significant risk of causing material adjustment to the carrying amounts of certain assets
and liabilities are:

Tmpairment of goodwil) - the group determines whether goodwill is impaired on an annual
basis. This reguires zn estimation of the recoverable amount of the cash-gensrating unit to
which the goodwill iz allocated. The assumptions used in this estimation, and the effect if
these assumptions change, are disclosed in Note 11.

Share baged payments - the grougp measures the cost of equity-settled transactions with
employees by reference to the falr value of the eguity instruments at the date on which they
are granted. The falr wvalue has been determined uging the Binomial Optricon Pricing Model, and
the aszsumptions relatred to this can be found in Hote 19.

{aa} Adoption of revised accounting standards

The company has not adopted any of the appliicable revised accounting standards which hawve
baen issued but are not yet applicable to the reporting pericd ended 31 December 2006 as
detailed below.

The only applicable standard, AASE 7 ‘Financial Instruments : Disclosures’, hasg an
application date for pericds commencing on or after I January 2007, and will be adopted by
the group at that time. This new standard is not expected to impact the accounting policies
adopted by the group.

{ab}: ¥ew accounting standards now effective

In the current wyear, the Group has adopted =211 of the new and revised Accounting
Srandards and Interpretations issued by the Australian Accounting Standards Board that
are relevant to its operations and effective for annual reporting pericds beginning on 1
January 200&8. The adoption of these new Accounting Standards and Interpretaticons has not
resulted in any changes to the group’'s acoounting policies.



Profit from Ordinary
Activities

Profit from ordinary activities before
income tax includes the following items
cf revenue and expense:

Ravanue

Sales revenue
Sale of goods and rendering of gervices

Other Revenue

Othar income

Intaerest revenus — Other entivies
Royalty revenus

Dividend income

Expanmes

Cost of Sales

Impalirment in amounts receivable from:
COther Entities

Bad debt expense
Cthar Entities
Wholly-owned controlled entities

Finance cogts expensed: Wholly-owned

contreiled entities

Het transfers to/ (from) provisions:
Sales returns and rebates
Enployes benafits

Depreciation of non-current assets:
Property, plant and egquipment

Amortisation of non-current assets:
Leasehold lmprovenents
Intellaectual property
Developrent costs

Forelgn exchangs losses/(gains)

Resazarch and Developuent coats

Cperating lease rental expenses:
Minimum lease payments

1§

Congolidated Pareant
2006 2008 2006 2008
37000 57000 57000 57000
44,755 41,137 29,739 27,082
257 287 257 287
603 834 234 i)
- - Z,59%1 2,691
- - 4,732 1,258
260 1,12% 2,314 5,G0a
45,4815 42,258 38,055 32,068
a,963 6,737 6,304 5,845
1 B3 {z8) g1
11 13 2 i3
- - - &7
- - 84 252
2048 {127) 208 (127}
58 305 (125 208
357 264 225 1740
46 43 22 27
638 555 a3 5585
1,578 8ia 1,883 873
(227 S - -
2,247 2,053 2,247 2,053
1,270 1,205 735 655
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Income Tax

{a} Income tax expense

Current tax

Deferrad tax

Under /{over) provided in prior years

{b}The prima facle income fax expenge on pre-
tax accounting profit reconciles to the income
tax expenge/ (income tax revenue) in the
financial statements as follows:

Profit before income tax

Income tayw expense calculated at 30% of profit
from crdinary activitieg

Tax Effsct of:

Effect of higher btax rates on coverseas income

Tax effact of non-dedootible/non-taxable items:

Dividends
Regearch and development clailmng

Share-bazed payments

Sundry items

Under/ (over} provigion in prior years

Benefiv of vax lossges of prior years recouped

Income tax expense/{revenue} attributable to
profitr from crdinary activivies

{c)Future income tax benefits not brought teo
account ag an agsset: not probable of recovery

Tax logsag:
Revenue
Capital

19

Congolidated Parsnt
2006 2005 2008 2608
57000 57000 55000 $7000
1,142 1,099 (13) 11z
1,70% 1,452 1,748 1,518
118) (328) (18} 1211}
2,833 2,228 1,717 1,419
11,6402 9,255 12,154 7,210
3,30% 2,778 3,658 2,183
52 $5 - -
- - i1,420) (37T}
{1259) (2327 [(129) {232}
i5 75 15 75
20 {19 1z 1
3,315 Z,847 2,135 1,630
(18) (328) {18) 1251}
(468) {g8) (400) -
2,833 2,225 1,717 1,419
272 TZ25 - 4049
2,386 2,388 2,388 2,388
2,858 3,115 2,388 2,788
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Consolidated Parant
2006 20058 2008 2008
g g 3 %
Remuneration of Auditors
During the year, the auvditors of the parent
entity and ivrs related practicesz earned the
following remuneratiorn:
{a) DTT HS5W
Auditing and reviewing of financial reports 126,188 125,350 155,302 55, 350
2dvice in relation to acquisivions - - - -
Cithear assurarnce services 24, B02 11,475 24,802 11,a07E
Tax consulting services 52,370 86,505 EZ,3740 85,565
203,360 223,330 182,473 151, S8O
Other Buditors
Auditing and reviewing of financial reports 32,766 27,365 - -
Tax compliance services 26,086 15,127 - -
59,852 42,492 - -
283,212 265,822 182,473 151, S8O
Congolidated Parsart
2008 20058 2008 2048
$1000 57000 7000 $T000
Inventories
Finished goods:
At net realisable value 358 185 358 1BE
Receivableg
Current :
Trade receivables 3,720 3,014 1,525 1,571
Allowance for doubtful debts (364} {363 (ZB8) {334}
3,426 2,601 1,245 1,287
Other receivables 2593 255 247 147
3,715 2,920 1,458 1,404

Neon currernt :
Unaecured loans to zubgidiaries - - 304 -
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Other Assebs

Prapayments
Work in progregs

Financial Assets

Security deposite

Shares in controllied entities - at cost

(ricte 243

Property, Plant And Equipment

Leasenold Improvensnbs

At oost
Legm: Accumuiated amortisation

Total leasehold ifmprovements

Plant. and egquipment

Lf oot
Lessg: Accumulated depreciation

Total plant & egquipment

Feconci Liations

21

Congolidated Parent

2008 2005 2006 2008
57000 57000 37000 57000
491 395 329 247
183 1G0a - -
674 499 329 247

301 315 286 283

- - 14,440 14,4490

301 315 14,726 14,721
1,319 Te4 756 T2Z
TE3 GRE a9z aa9
556 98 G4 53
4,564 3,771 3,680 2,503
2,387 3,215 2,855 2,855
1,397 556 815 2482
1,733 652 879 301

Reconciliations of the carrying amcunts of each class of property, plant and eguipment at the

beginning and end of the financial year are set out below.

Consolidated

Carrying amount at 31 December
2005

additions
Depreciation/amortisation expense

Balance at 31 Decemba=r 2006

Parent entity

Carrying amount at 31 Decemnber
2005

additions
Depreciation/amortisation expense

Balance at 31 Decembar 2006

Leagehold Plant and Total
Improvements Eguipment

57000 $1000 27000

96 556 652

506 596 i,EBG2

(48) {3765} {421}

556 1,397 1,733

53 248 301

22 T9Z 825

(z2) {225} {247

&4 815 279




10

Consolidated

Carrying amount at 31 Decewmber
2004

additicns
Depreciation/amortisation expenge

Balance at 31 December 20405

Parsnt entity

Carrying amount at 31 Decenber
2004

additions
Depreciation/amortisation expenge

Balance at 31 December 20405

Deferred Tax Asgsset

The balance comprises temporary
differences attributable to:

Loubtful debts
Enployves benefits

Sales rebturns and wvolume rebates

Deferred revenus

Diffarence between book and tax vaiue

of non-current agaebs
Cther provisions

Overgeas withholding tax recoverable

Tax lozzes

Detailsg of unrecognised deferred tax

aspets can be found in Note 3 (o)

Opening balance at 1 January

Credited (charged) to the income atatement

Reclaggification of recoverable
withholding tax
Aoguigition of businesses

Balance atr 31 Decenbar

* Refer note 17

22

Lessehold Plant and Total
Improvements Egquipment
57000 $1000 57000
B 532 B13
55 316 375
144 (252} (336)
G6 556 BSZ2
s 276 355
ii 142 153
137 (170} (207)
53 248 30%
Consolidated Parent
2006 2005 2006 2005
57000 57000 $T000 27000
a7 100 - G4
398 611 - 352
82 20 - 20
415 343 - 348
{1,195) {6G2) - (602)
361 142 - a7
- 1&d - iab
- 1,221 - 1,221
158 2,060 - 1,720
2,004 3,452 1,720 3,238
{1,709) {3,452) (1,748} {1,518)
(160) - 1180} -
27 - 4 -
15& 2, 0G0 1R} 1,720
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Consolidated Parant
2006 26058 20086 2005
$T000 37000 37000 57000
Intangibles
Inteiiectual property — abt cost 5,256 4,249 5,255 1,249
, ., (3,788) {3,15G) {3,788) $3,160}
Aocumulated amortisation
1,468 1,05% 1,468 1,455
Devalopment cosgts - at cost
8,12% 4,877 8,514 5,165
Aecumuiated amnortigation {2,568) (330) (z,727) (1,064}
5,552 3,887 5,787 4,301
Goodwiil - at cost 13,842 11,308 2,535 _
20,883 16,252 2,751 5,260

Aggregate anortisation allocated during the year is recognized ag an expense and disclosed
in note 2 to the financial statements

Impairment test for goodwill
Goodwill ia allocated to the Group’s cash generating unite (O0GU0z) identified according to
country of operation, as follows:

Auatraiia
12,10% 9,565
New Zealand 1,741 1,741
13,842 11,340

The recoverable amount of a CGU iz determined based on value-in-use calculations. The
caleuiations use cagh flow projections based on annual financial budgets for 2007 approved
by the board. Cash flows beyond the annual budget are extrapolated for 5 years using
estimated average growth rates of 10% per annum, which are based on past experience. If the
cash fiow or the growth rates were to be halved, the recoverable amount would still exceed
rhe carrying amount for both CGU'=. A pre-tax discount rate of 13.7% iz appiied to cash flow
projectiona for both COU'g reflecting similar risk profilesz in each.

Congolidated movements in Intellectual Davelopment
intangibles Goodwill Property Costs Total
7000 21000 $7000 $7000
Aar 1 January 2004 11,3404 1,098 3,BRT 16,252
additicns 2,534 1,007 3,244 &, TRT
Amortisation charge - {638) {1,378} (z,21a)
4y 31 December 2006 12,842 1,468 5,553 20,843
ar 1 January 2005 11,3404 1,480 2,115 14,5061
additicns - 174 2,588 2,782
Amortisation charge - {EEG) {814} {1,271)

4Ar 31 December 2005 11,3448 1,689 3,887 16,252
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Parent movements in intangibles

Aar 1 January 2004
additions
Amortisation charge

4ar 31 December 2008

ar 1 January 2005
additions
Amortisation charges

4r 31 Decempber 2005

Other assebs

Prepayments

Payables

Current:
Trade payables and sundry
Capital reduction payment

acorualis
te shareholders

Payables in relation to acguisitions

Employea benefita (Mote 15)

Neon-Currant:

Unsaecured loang from subgldiaries

24

Intellectual Development
Goodwill Property Coats Total

$7000 21000 $7000 $7000
- 1,059 4,301 5,200
2,538 1,007 3,349 6,852
- {a38) (1,663} (2,301)
2,538 1,468 5,787 9,731
- 1,480 2,258 3,738
- 174 2,7L6 2,850
- {5E5) (873} (1,428
- 1,689 4,301 5,200

Congolidated Parent
2006 2008 2006 2005
$7000 2000 21000 $7000
200 - 200 -
3,424 3,085 2,177 1,857
- 5,588 - 5,548
1,050 - 1,0R0 -
1,0:%8 1,005 51& 585
5,452 5,648 3,743 8,054
- - - 3,084

Loans from related parties are non-interest bearing with

no fixed verms of repayment.
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Provisions

Current :
Sales retuarns, voelume rabates

Employee benefitas (Mote 15)
Commisaions and sundry provisions

Not - currant :
Employes henefits (Mote 15)

Movament in provisions

Movaments in 2ach classg of provision
during the financial year, excluding
employes benefits, are set out below:

2006
Carrying amcount af the start of the year

2dditicnal provisions recognised
Releazed to income statement

Carrying amount at the end of the year

25

Consolidated Parant
2006 26058 20086 2005
§7000 27000 27000 57000
274 3= 274 3=
- 121 - 121
334 433 - -
OB az0 274 187
401 235 214 151
401 235 214 151
Sales
returnsg, Licencesas,

yolume commisgions
rebatesa and sundsy Total
37000 $T000 $1000

Congolidated

and parent Consolidated
6& 433 4599
Z08 - 208
- =1=N (59}
274 334 aca
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Consolidated Parent
2006 2005 20086 2005
21000 §7000 87000 57000
Other Liabilities
Curreant
Defarred ravenus 1,987 1,582 1,388 1,158
Defarred rent contribution 64 - - -
2,021 1,682 1,385 1,158
Interest-bearing Liabilities
Mneecured loans from asubsidiaries - - 231 2,814

Loang from related parties are interest bearing on normal commercial termsg with no fixed

termg of repayment.

Deferred tax

liabilities

Withhelding tax pavable in event of

digtribution of pre-acqguisivion

dividend 430 430
The temporary differences are

attributable to:

Doubtful debts - -
Employee benefits - -
Sales returns and volums rebates - -
Deferred rewveanus - -
Difference batween book and tax value

of non-current asgets - -
Other provisions - -
Overseay withheolding tay recoverable - -

Tax logseg - -

(B&
{19¢
(82
(415

1,135
(232)

184

Other liabilities

Daferred rent contribubion 257 -
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Congolidated Parent
2006 2005 2008 2005
21000 $7000 s7000 57000
12 Employee Benefits
The aggregate employee benefiv liabiliry
recognised and included in the financial
staterents is ag follows:
Boorued annual leave:
Current (Note 13) 1,618 1,005 Big 58S
Long term incentive:
Non-ouryant. (Note 14) 20 E4 20 54
Provigion for long service Ieave:
Current (Note 14) - 121 - 12%
HNon-current. (Mote 14) 3z1 181 iZ8 7
1,419 1,38l 732 861

Long-term incentive plan

The long ferm incentive plan was approved at the special general meeting on 20 December 2005,
and compriges fhree poasible methods of participation: an option plan, a performance share plan
and a share appreciation plan. The board hasg a digeoretion to make offers to applicable enployees
to participate in any of these plans. Oprions granted and/or performance shares awarded (all in
regpect of the company’s ordinary shares} and/or ghare appreciation rights do not vest before
thres years afrer thelr grant date. Veating is also conditional upon the company achileving
defined performance criteria. The performance criteria are based upon a total shareholder revurn
(TER) target. A TSR is the return to sharehclders over a prescribed period, being the growth in
the company's ghare price pius dividends or returns of capital for that pericd. The company's
inivial TSR target will be the Company achieving a median or higher ranking against the TSR
position of individual companies within a 'comparator group' of companies {l.e. a group of
comparalle ASE listed companies pre-selected by the board) over the same pericd. The initial
comparatey group was determined by independent advigers and was set out in the Chairman's speech
at the special general meeting on 20 December 2005. The board will review the suiltability of the
comparator group on an on going basis.

Only 50% of options or performance shares become exercisable or wvest 1f fhe initial performance
criverien iz satiafied. The extent to which the balance of options or performance shares
become exercisable or vest will depend on the extent to which the initial perforwmance criverion
ig exceeded (i.e. the extent to which the Company exceeds a wedlan ranking against the TSR
pogition of the comparator group of companies).

The share appreciation right plan represents an alternative remuneration element {to offering
options or performance ghares) under which the board can invite relevant employeess to apply for
a right to receive a cash payment from the company egqual to the amount (1f any} by which the
market price of the company's shares at the date of exercise of the right axceeds the wmarket
price of vrhe cowpany's shares at the date of grant of the right. The right may oaly be
exerciged if performance criteria are met. The performance criteria are fixed by the board in
the exercige of ite discretion. At present these are the same as the TER target set for the
right to exercise optiong or for performance shares to vest.

401,785 (2005; 302,014) share appreciation rights and 55,437 (2005; 78,815) performance shares
were lgsued during the year. The fair walue of these rights was 22.4 cents {2005; 29.8 cents)
and the shares was 78 cents (2005; 84.5 centa}, uging market price for the ghares, and a model
that incorporatesg the Black Scholea model for the rights. The expense recognised for these
righte/shares wasg #84,275 {2005; $47,308).
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Reckon Limited Enploves Option Plans

The Company has previously had two ownership-baged remuneration schemes:

Executive share option plan

The Reckon Limited Executive Share Option Plan was establighed prior to the listing of the
Compary in July 1%%% and was fully disclosged in the Company’s prospectus. Under the
provisions of the plan, the Directors may grant cptions over unissued shares in the Company to
Execubtives and Directors of the Company {or their associates} or subgidiaries of the Company
gelected by the Directors from time to time, subject to the ASX Listing Rules and the
Corporations Act 2001. Optionsg isgsued under this plan terminate five yearg from the date of
izsue. Each opticn entitles the holder to one ordinary share.

Optlions were granted for a five-year peviod and 33.33% of each new tranche became ewercisable
afrer each of the first three anniversariesz of the grant date, subvject fo the achievement of
predetermined performance criveria. The entitlements are vested as goon ag they were
exercisable (i.e. they were not conditiocnal on future employment). Each option entitied the
holder to one ordinary share.

Ser oubt below are summaries of optiong granted under the Executive Share Option Plan.

Grant Expiry Exerci Options Options lapsed Dpticns Options available at
date date sa Initially during the year axarcizaed and the end of the year
i Granted shares issuad

Price B —

during the year

2008 2005 2006 2005 20086 2005

z27/1/00 27/1/05 51.08 240,000 - 65,6486 - - -

240,000 - 65,6486 - - -

Nurbey of shares that can be issued for unexerciged options -

Executive share option plan Ne. 2

The Reckon Limited Executive Share Optilon Plan No. 2 was establiished on 313/7/2000. TUnder the
provigions of the plan, the Directors may grant optlions over untssued shares in the Company to
Executives and Directors of the Company {or thelr associlates) or subaidiaries of the Cowmpany
gelected by the Directors from time to time, subiject to the ASK Listing Rules and the
Corporations Act 2001.

Opticns are granted for a five-year period and 50% of =ach new tranche becomeg exercisable after
each of the first two annivergaries of the grant date. The entitlements are vested az zoon asg
they are exercisable (i.e. they are not conditiconal on future employment). Each option entitles
the holder to one ordinary share.

Amounts recelvable on exercise of any opticonsg are recognised as share capiral. COprions exerciged
during the year were exercised with an average exercise price of 30.52.



Set out below are sumnaries of optlons granted under the Executiwve Share COption Plan No. 2.
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Grant Expiry Exaercize Options Cptions lapsed Options exercised Options available at the
date date Price Initially during the year and shares issued and of the year
Grantad during the year

2008 2008 2006 2005 2006 2008

Jul 90 Juiy 05 40.872 3,487,381 - 466,774 - 77,304 - -
Jul 90 July 05 41,120 161, 3216 - 45,2483 - - - -
Bug 00 Bug 05 41.125 129,445 - 52,215 - - - -
Sep 00 Sep 05 40.881 171, 2G0 - 19,485 - - - -
Do 00 ok 05 40.492 133,505 - 20,000 - 23,333 - -
Hewr 00 Moy 05 40.2684 15,625 - - - 8,250 - -
Do 00 D= 05 40.222 68,000 - 45,000 - - - -
Jarn 0% Jarnn 94 40.174 1,075,755 17,401 Sle - - - 17,402
Fel 01 Feb 06 40.188 1,152,500 236,287 12,435 - 44,500 - 235,287
Mar 0% Mar 08 %0.155 68,351 18,287 96l - 12,500 - 18,287
gy 0L By 06 40.1460C 12,547 - - - - - -
May 0% May 06 40.145 44,352 3,275 173 - 5,208 - 3,275
Jur 0% Jun 96 80.147 63,57% - - - 10,415 - -
Jul 0% Jul 06 $0.131 17,588 1,154 £3 - - - 1,154
Bug 0L Bug 06 40.162 13,534 &,450 34z - - - 8,450
Sep 01 Sep 06 40.089 39,889 5,323 2840 - - - 5,323
o 0 Do 04 %0.075 50,828 5,018 317 - - - &,014
Do 0% Do 08 40.115 37,827 5,301 558 5,301 26,867 - 10,602
Jann 02 Jarn 97 40.139 153,553 - Z,381 &,8681 7,222 38,368 45,229
Feb 02 Felb 07 40.138 R - IBS 7,389 - - 7,385
Mar 02 Max 97 40.138 41,8668 - 542 - - 10,2%1 10,291
Jul 02 Jul 97 40,133 41,8668 - 1,187 - 3,411 22,168 22,168
Sep 02 Sep 07 40.135 16,111 - 472 - &,4a67 8,572 B,57Z
Do 02 D= 07 40.175 130,553 - Z,478 15,547 24,444 31,525 47,076
Jarn 03 Jarnn 08 40.19C 26,667 - - - - - -
Jurn 03 Junn 98 40.270 58,851 g, 444 1,778 5,334 15,557 15,001 33,779
Sep 03 Sep 08 40.505 115,062 - 8,358 17,417 - 84,383 103,800
Do 03 Do OB 40.619 48, 850 - 5,135 1,256 - 431,535 42,751
Jarn 04 Jan 0% 40.551 1,081,159 2,502 49,874 166,501 63,610 TIT,aT0h 947,073
Mayr 04 Mar 095 40.789 56,11G 4,750 2,805 12,664 - 35,885 53,305
Jurn 04 Junn 95 40.9480 76,668 - 7,001 - - 85,667 683,667
Sep 04 Sep 0% 40.823 151, 144 16,361 26,030 - - 168,775 125,135
Do 04 Do 05 40.798 250,554 16,626 15,444 - - 154,484 213,110
Maxr 05 Max 10 40.743 75,5585 7,385 1G, 635 - - 57,527 64,518
Jul 95 Jul 190 40.741 79,555 3,358 4,000 - - T2, 041 75,559
Sep 05 Sep 10 40.779 113,887 13,722 5,85%4 - - Gd,47% 108,153
Deo 05 D= 30 40.722 144,445 33,776 TLREZ 5,804 - 57,643 137,223
414, Gog 241, 801 238,636 331, 288 1,764,514 2,417,318

Mumber of ghares that can be issued for unexercisged options 1,764,614 2,417,318

No further options will be igsued under either of these plans. The plans have been replaced by the

erployes incentive plang approved by the Special General Meeting on 20 December 2005.

Options are valued usging the Binomial COption Pricing Model, taking into account the exercise price,

rhe expected life of the optiong (estimated at 4.5 years}, the price of the underiying shares

{range ig between $0.29% and %1.00}, the expected wolatility of those shares based on historical

volatility, the expected dividends and the risk-free rate of interest.

price during the year was $06.91.

The weighted average share



Contributed Equity

20606 200%
Fully Paid Ordinary Share
Capital No. 87000 Nes. 27000

Balance at beginning of

Financial wasl 132,236,740 17,747 138,804,548 53,048
Tranafer from share-hased

payients reserve for options

exercizsed during the vear - £3 - 27

Transfer from acconulated

losses - - - (25,034}

Igsue of shares 238,634 124 331,288 13e

Less than marketable parcel

uy-back (47,398) {38) - -

Reduction of capital - - (6,959,498) {5,588}
- - - {4,862)

Return of capital

132,427,978 17,854 132,238,740 17,747

Balance at end of financial year

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

238,638 (2005; 331,288) Options were exerciged during the year with an average exercisge price
of %0.52. Detaillas of the optiong that were exercised and further detatlis in resgpect of the
share option plans are contained in note 15 to the financial statements.

Total consideration for options exercised during the year is $124,530.

On 31 January 2008, the company anncunced thab it would offer to shareholders of lesz than
marketable parcels of shares to purchase such shares at 3%0.80 per share. Offers were gent to
shareholders who at close of buginess on 21 January 20056 heid €41 shares or lesz {(basged on a
closging price of 30.78 on 30 January 2006} . The offer remained open until 30 June 2008.

47,398 shares were purchased at a cost of $37,918.



21

22

Regerves

Forsign currency translation reserve

Balance at beginning of financial year

Tranglation of forsign operations

Balance at end of financial year

Share-based payments raserve

Balance at beglinning of financial year

Option expense

Transfer to shars capital (options
ewercized)

Balance at end of financial year

Nature and purpose of reserves

{a) Forelgn currency translarion reserve

Congolidated Parsat
2006 2005 2008 2605
$70800 37000 57000 $1000
251 141 - -
{130) 110 - -
121 251 - -
568 347 5&8 347
4% 248 £9 248
(83} (27} {63) (27}
554 568 554 EER
a75 215 554 EER

Exchange differences arieging on transgiation of the foreign contreolled entities are taken to

rhe foreign currency transglabtion reserve, asz described in note (£},

(b} Shara-pased payments reserve

The share-baped paywments resgerve ls for the falr wvalue of oprilons granted and recognised to

date but not yet exercised.

Retained Earnings

Balance at beginning of financial year

Tranafer to contributed eguity {Note 20}

Net profit

Dividends

Balance at end of financial year

9,736 (22,272} 8,062 (24,763}

- 25,034 - 25,034

8,189 7,054 1G,477 5,791
(5,251} - {5,291) -
12,874 5,756 11,248 &,082
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: 2006 2008
Earnings Per Share ) .
Bagic earnings per share 5.2 5.1

1 5.0
Diluted earnings per share
Welghted average number of ordinary shares usged in the 132,218, 888 138,780, 700
caloulation of basic earnings per share
Welghted average number of ordinary shares and
potential ordinary shares usad in the caleulation of 134,083,502 141,198,018

diluted earnings per share

Eartings per share calculationsg are based an profit for the year ag geb out in the income
gtatemsnt .

Potential ordinary shares of 1,754,634 (2005: 2,417,318} are optlong issued but not exercised ag
digciosad in note 15.

Contingent Liabilities

2dditional payments may be regquired to be wade in respective of the Deskiop Super acquisivion
subrject to future males performance criveria. This amount cannot be reiiably measured ab this
time. Refar to note 27 (kLY for further detaills.

Commitments For Expenditure

{a} Capital Expenditure Commitments

The consclidated entity has capital expenditure commitments of $Nii asg ar 31 Decewmber 2006

(2005 SNil)
Congolidated Parent
2008 2005 2008 2008
57000 55000 57000 57000
(! Leams Comnltoents
Operating Leases
Within 1 YEar 1,272 1,308 703 693
Later than 1 yezar and not longer than 5
YERTE 1,828 2,760 254 =3
Later than 5 years - 215 - -
3,160 4,223 Q57 1,458

Operating leases relate to office and warehouse premisgesg and coffice facilivies with lease
rerms of between 1 to 6 years. 21l operating lease contracts contaln market review clauses in
the event thalt the consolidated entity exercises its option to renew. The consolidated enbity
does not have an option to purchase the leased asset at the expiry of the lease period.
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Controlled Entities

[

Ownership Interest

Name of Entivy Country of 2008 26065
Incorporation % %
Parent Entity
Reckon Limited Rustralia
Contrelled Entities
Reckon.con.au Pty Limived Rustralia 100 1GC
Reckon Augtralia Pty Limited Rustralia 100 1GG
Reckon Investment Centre Limited Rustralia 100 1GG
Reckon Cnline Holdings Pty Limited Rustralia 100 1GG
Reckon Pacrim Pty Limived Rustralia 3100 1GC
Reckonr Training Peoy Limited Rustralia o0 o0
Reckon Limited Performance Share FPlan Trust Rustralia 100 -
Advanced Professional Scolutions Pry Limited Rustralia 100 1GG
Advanced Professional Sclubtions Limited New Zealand 100 1GG
Advanced Professional Sclutionsg Limited Tnited Kingdom Y 1GG

211 sharesz held are ordinary shares.

[N
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Notesg To The Statement of Cash Flows

(a! Beconciliation of Cash

For the purposes of the statement of cash
Fiows, cash includes cash on hand and in
parike and investments in money market
instruments, net of oubstanding bank
overdrafras. Cash at the and of the
financial year ag shown in the statement of
cagh flows ls reconciled to the related
itemg in the balance gheet as follows:

Cash {i}

(i} Cagh balance ig predominantly in the
form of short-term money market deposits,
which can be acceasged av call.

(b} Businesses Acoguired

Congideration:
Caszh
Consideration yet to be paid

Faly value of net assets of entity acguired:

Receivables

Intellectual property
Deferred taw assetbts

Fixed assets

Trade payables

Other current liabilities

Goodwill

Consolidated Parent
2006 2005 2006 2008
27000 37000 37000 57000
12,726 18, G232 T, 972 1a,G132
12,726 18, G232 T, 972 1a,G132
2,097 - 2,097 -
31,0650 - 1,G50 -
3,147 - 3,147 -
117 - 117 -
1,004 - 1,664 -
27 - 27 -
53 - 53 -
{20} - (20} -
{500} - (500} -
611 - 511 -
2,536 - 2,538 -
3,147 - 3,147 -

Eeckon Limited acquired the Desktop Super businesgs for 3800, 000 and

the Elite business for #£2.3 million, effective from 28 February 2008

and 1 March 2008 respectively. Consideration yet to be paid for
Desktop Super ig subject to development roadmap and quaiity

criveria. Additional payments may also be made in respect of Desktop

Super subyject to future sales performance criteria. The goodwill is

atrributable to the egtablished profitability of the Elite business.

The book value of all of the net amppets acquired were eguivalent to

their fair values, apart from intellectual property. The book wvalue

of intellectual property was $180,000.



Inder the contract for the acguisition of the Elite business a

second payment was due bo be made on 28 February 2007.
company’ 8 contention that the vendor is in breach of certain

It iz rhe

warranties concerning the carrying on of the buginess, wviz: out of

the ordinary income was =arned by the business lmmedliately prior to

the conclusicn of the trangaction which would otherwisze have baen

revenue earned by the company after the conciusion of the

trangaction. The company as entitied under the contract is seeking

to et off the loast revenus against the mecond payment.

The acquired busginesses have contributed revenue of 31,870,000 and

net profit afver taw of %677,000 for the year ended 31 December

2006 .

If the acquiaitions had occurred in 1 January 2006, the congolidated

revenue and consolidated profit after tax for the year ended 31

Decerbeyr 20046 would not have been materially different to the

reported results.

(! Reconciliation of Profit from Operating Activities After Income Tax To Het

Cazsh Flows From Opervating Rcotivities
Profit from ordinary activitiesg after
incone tax
Depreciation and amortisation of non-
current asaets
Non-cash employvee benefitg expense -
share based payment
Write-off of whoily owned entity loan
Increass/ [decrasase) in current tasx
liabiiivy/aszset
Increase in deferrad tax balances
Tnrealiged foreign currency transglation
amotnt
(Increasa) fdecreass in assets:
Current raceivablies
Cdrrent inventories
Other currant asgets
Non-current receivables
Incteass,/ [decrasase! in liabilities:
Currant trade payables
Other currant liabilities
Other non-current Iiabiiivies

Net cash infiow from operating activities

Conaclidated Parent

2008 2005 2006 2005

57000 57000 51000 57000
2,169 T.034 16,477 5,791
2,815 1,878 2,548 1,635
188 AG3 168 303
- - - &7
289 (S18) (182) {18)
1,869 1,452 1,532 1,714
{120} 110 - _
{a83) 1,818 a4 1,314
{173 {5 (172} i3]
{118} {183) 125) {78)
{2000 - (200 -
{4G0) G330 (535) T2i
427 45 334 (237)
397 a7 25 45
12,234 12,554 14,425 11,8590




28 Outside Eguity Interesgts in Controlled Entities

Consolidated
2006 2005
%7000 37000
Interest in:
Share Capital - -
2 (2
Aecumulated Losses i2) 2]
12} (2}
29 Dividends - ordinary shares
Parent
2006 2005
$7000 21000
Final unfranked dividend for the year ended 3% December
2005 of 2 cents per share paid on 23 March 2008 2,645 -
Interim unfranked dividend for the year ended 31
Dacember 2006 of 2 cents per share paid on 4 September
2008 2,646 -
5,291 -
Franking cradits available for subsequent financial 990 449

vears based on a tax rate of 30% {2005 30%)}
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Financial Instruments

{a) Significant Zcocounting Policies

Details of the significant accounting policies and methods adopted, including the criterta
for recognition, the basis of measurement and the basis on which revenuesg and expenses are
recogniged, in respect of each clags of financial asset, financial Iiability and eguity
ingtrument are digcioged in note @ to the financial atatements.

ikl Interest Rats Risk

The congciidated entity’s expostre to infersst rate risk as at the reporting date was in
regpect of cash of 312,726,104 (which attracts an average variable interest rate of 6.3%,
{2005: 5.%%). All other financial asgets and liabilities are non-interesgt bearing.

e Credit Rishk

Credit riask refers to the risgk that a counter party will defauitr on itg contractual
abligaticons reaulting in financial Iosg to the consciidated entity. The consgolidated
entity has adopted the poelicy of only dealing with creditworthy counterparviesz and
obtaining sufficient collateral or other security where appropriate, as a means of
mitigating the risk of financial less from defaults. The consolidated entity measures
credit risk on a fair value basis.

The consciidated entity does not have any significant credit risk exposure to any single

counterparty or any group of counterparties having similar characteristics.

The carryving amount of financial asgserg recorded in the financial gtatements, net of any
provisions for logses, represents the consolidated entity’s maximum exposure to credit risk
without taking account of the wvalue of any collateral or other mecurity obtained.

{d) Falr Value

The carryving amount of financial asgsersz and financial liabilities recorded in the financial
report approximates their respective falr values, determined in accordance with the
accounting policies disciosed in note @ to the financial statenments.

{e) Foreign Currsncy Risk

Foreign exchange risk ariges when transacrions, assets and liabilitiesg are dencminated in a
currency that is not the entity's functional currency. The group incluodeg entities
aperating in New Zealand and the United Kingdem, thersfore balanceg included in the balance
gheet can be affected by fluctuations in the exchange rates between thege countries and the
Augtralian dollar. The group dees not hedge against thig foreign currency risk.

E)Liguidivy

The group maintains sufficient cash regources for expenditure and payment of liabiliries.



31 Segment Information

{a} Primary reporting - businsss seguents

For management purposes, the consolidated entity iz organised into two major operating divisions:
Quicken products
APS products
Theze divisionsz are the baszis upon which the consclidated entity reports its primary zegment
information.
The principal activitiesz of these divisions are az follows:
s [uicken productg - development, distribution and gupport of personal financial and
accounting software.
*  APS productsz - development, distribution and support of practice management, tax,
ciient accounting and related software.

Sagment revenues

External sales Inter-gegment Other Total
2006 2005 2006 2005 2006 2005 2006 20058
SHO00 51000 21000  $'000 $'000 Sro00 St000 51000
Ouicken products 29,735 27,157 7,723 3,945 5932 1,457 34,055 32,203
15,283 14,004
APS products 15,9014 13,2490 - - 267 a4
Total of all
gaghenta 53,338 46,207
T . (7,723 (3,545
Eliminations
45,615 42,258
Total ravenue
Segment results
Quicken productg? 7,942 6,817
. 3,080 Z,442
APS products
Profir before income tax 11,002 G,259
(2,833 (2,225
Income tax expense
Wet profit for the 8,169 7,034

yealr

* The Quicken result includes rovalty income from APS, net of APS development cost
and IP amortisation.

Segment assets and

liabilities
Assets Liabilities
2006 2008 2006 2008
$t000 $t000 $1000 51000
ouicken products 14,855 Z1,081 7,038 14,845
APS products z26,914 Z4, 8465 3,532 2,345
Total of all segments 41,813 45,950 10,576 17,550
Eliminations (1,081 (5,085 (1,081 (5,055
Unaliccated - - - -
40,732 40,855 2,485 12,535

Congolidated
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Other segment information

Quicken products APS products
2006 2005 2008 2008
$r000 $r000 $1000 $'000
Aoguimition of pegment
apget s 4,188 i3 4,081 2,955
Depreciation and amortigation of segment
apget s 721 837 1,858 1,041

(b} Secondary reporbing - geographical segments

Segment revenues
Erom sales to

hoguisitions of
property, plant
and eguipment,
intangibles and

external other non-current

cugtomers Segment assets segment assets
2008 2008 2008 2008 2006 2003
51000 51000 51000 51000 51000 51000
Australiia 39,274 315,365 306,775 313,837 6,932 2,142
Other counbries 5,481 5,172 1G,005 9,874 1,337 2645
44,755 41,137 2,285 3,108

Tnallcoatead
ammats

Total assets

Economic Dependency

40,780 43,711

(48) (z,818)

40,732 40,855

Eeckon Limited generates a significant wvolume of irs revenue from products supplied by Intultr

under the manufacturing and digtribution agresment it has with Intuit Ine. The term of rhe

agreement iz 10 years and is subiect to market growth

chijectives. If theme objectives are met

the agreement iz automarically extended by one vyear for each calendar year in which Reckon

meets oy exceeds irs market growth cbiective. To date Reckon Limited has exceeded theze growth

objectives.
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Subsequent Events

Subsequent to the end of the financial year:

Bovuisitions

Reckon Limited wiil acguire the Shelco business effective from 1 March 2007 for an initial
payment of 3750,000 and a further maximun payment of 31,230,000 based on future performance.
Shelco iz expected to contribute $150,000 to operabing profit in the firet 106 moaths. To
achieve rhe maximum payment, profitabiiiry would need to increase in excess of 500%. The
second payment will be made by 31 Auguar 2008, Shelcoo provides company regigtration, trust and
suyperannuation fund egtablishment, ASIC and cther search services predominantly to the
accounting and legal professions.

Eeckon Limited will alsc acguire ibfs New Zealand Quicken distributor as well as the IP for a
complimentary range of products for 3$400,000 effective 1 March 2007. This businese iz expected
to contribute operating profit of $150,000 in the firgt 10 months. Appropriate profit share
arrangements have been establiished to encourage aggresgaive growth in this businesze over the
next 5 years. The additicnal products acguired include an ASP payroll solation, an cnline
backup scolution and a tool which allows downloading of bank data.

Dividend
The board has declared a dividend of 2.5 cents per share to sharehoclders on 22 February 2007.
The dividend will be unfranked. The record dabte for the dividend is 9 March 2007.

Options
38,368 options in the Executive Share Option Plan No. 2 have lapsed and 10,555 opticng have
been exercised with an average exercige price of 30.551.



