Appendix 4E

Preliminary final report
Lodged with ASX under Listing Rule 4.3A

SERVCORP LIMITED
ABN Half yearly Prefiminary kinancial year ended {'current period')
final
97 089 222 506 + 30 June 2003

(Previous corresponding period: year ended 30 June 2002)

Results for annocuncement to the market

$A'060

Revenues from ordinary activities down 4% to 113,761
Profit from ordinary activities after tax attributable to members up -t 2455
Net profit for the period attributable fo members up -t 2455
Dividends (distributions) Amount per securily Franked amount per

secyrity
Final dividend 3.75 3.75¢
Interim dividend 3.75¢ 3.75¢
Previous corresponding period - final dividend 3.75¢ 3.75¢
Previous corresponding period - interim dividend 3.75¢ 1.875¢
Record date for determining entittements io the dividend 5 September 2003

Brief explanation of any of the figures reported above and short details of any bonus or cash issue or other item(s) of

imporiance not previously released to the market:
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Servcorp Limited
ABN 97 089 222 506
Management Discussion & Analysis
Year Ended 30 June 20063

Servcorp Limited recorded an operating profit before sigeificant items and taxation for the 12 months to 30 June 2003 of
$8,166,000, consistent with the update to the market provided on 29 April 2003, The operating profit before significant items
and taxation comprised a profit of $8,897 000 from mature locations and a loss of $831,000 from the immature locations of
Nihonbashi in Tokyo and PWC Tower in Auckland.

The Board of Direclors determined to make several significant adjustments to the carrying value of assets and liabifities
throughout the business to reduce asset carrying amounts to their recoverable amount and o provide for certain closure
costs, reflecting recent developmenis and the lack of profitability of certain locations. The impact of these significant
adjustments is a resuftant profit before tax of $5,251,000 and net profit after tax of $2,455 000.

These significant adjustments include:

- $1.9Min costs assoclated with the closure of the Exchange Square site at 20 Bridge Street. Note that settiement
has been reached with the landlord and all of the terms of the settlement are Rlly reflected in the financial
statements to 30 June 2003

- $0.6M in immovable fixed assets in Brussefs have been written down o zero, reflacting the current lack of
profitability in that jocation

- $0.4M in redundancy costs for Bryan Pashby, previously an executive director of the company who will remain a
non-executive diractor untit Dacember 2003,

Operating Summary

During the year steps were taken lo increase profits in markets where demand continued to be sluggish. Operating costs
ware monilored closely and reduced where possible, and active steps wers taken to drive revenue gains from the existing
client base,

One additional floor in Tokyo was opened during the year, and a new floor was opened in Singapore replacing an older
floor whose lease had expired, the effect of which was an increase in total office suites from 1,888 at June 2002 fo 1,898 at
June 2003, Occupancy throughout the period remained constant at approximately 75%.

The strongest revenue generating regions continue {0 be Japan and Asia (60%), mainly Japan, and Australia and New
Zealand {30%), mainly Australia. The malority of locations outside of Europe are profitable. Europe continues to be
challenging, reflecting both an underlying lack of demand and strong competitive pressures.

During the period the Virtual Office client base grew. The focus on technical innovation continues in providing our cliens
superior products and improving indernal operating efficiencies. The roliowt of Servoorp HoltdeskR was completed
successfully in Australia and Japan, and will be rolled out to alf other locations within the Serveorp nelwork over the coming
12 months,

Financial Summary

Cperating Revenue for the year was 3113.8M, representing a 4% decrease against the prior year. During the period the
Australian doflar appreciated against the majority of international currencies, which had considerable effect given that over
70% of revenue is derived oulside Australia. After adjusting the currency effect, revenue grew by 2% against the prior year,
reflecting an improvement in occupancy in locations that were immature in 2001/02,

During the year 4.8M shares were cancefled following an on-market share buy-back. The average purchase price was
$1.10, consuming $5.3M in cash. The company continues to generale positive operating cash flow. Cash generated for the
year before payment of income taxes and dividends and the share buy-back was $8.4M.

Cash balances and interest bearing financial assets at 30 June 2003 totalled $38.1M, compared to $46.4M at 30 June
2002, whilst interest bearing debt at 30 June 2003 was 34.0M, down from $7.2M at 30 June 2002.
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Management Discussion & Analysis cont-

Dividend

The Directors continute to have confidence in the outiook for the Company, and accordingly have declared a fully franked
dividend of 3.75 cents per share, with a record date of 5 Saptember 2003, payable on 1 October 2003

At this stage, the Directors' view is that there is no reason why our current dividend policy should change in the fulure.
Gutlock

Whilst many challenges remain, we can look forward to this coming financial year with a lithe more confidence. Many of
our competitors are now reducing their size, for instance in the last quarter 10% of all serviced offices either closed or
appointed administrators in the Paris region. The downward pressure on prices continues as many operators, with no
undertying |T infrastructure, battle to survive,

We have recommenced growing our business in Japan and China. Other opportunities flowing from the demise of global
competitors have been and wilt continue to be considered when they arise, however any acquisition will only be made
when all aspects of the deal meat our investment criteria,

The new financial year has shown a slight increase in demand and we anticipate showing pre-tax profits on mature floors
of approximately $4.5M for the first half and 36.5M for the second half, which would represent an increase of
approximately 20% on mature floor profitability over the prior year. The profit on mature floors of course will be tempered
by initial losses of any new locations that we open,
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Servcorp Limited and its controlied entities

for the financial year ended 30 June 2003

CONSOLIDATED
Note 2003 2002
$'000 $'000
Revenues from rendering of services 111,327 114,337
Other revenues from ordinary activities 2434 4,091
Total revenues 2 113,781 118,428
Service expenses {35 552) (38,764}
Marketing expenses (5,048) {5,387}
Occupancy expenses {B6,053) (58,989
Administrative expenses (9,228} (10,122
Borrowing costs expense 3 451 (652
Other expenses from ordinary activities (2,183 {8,675}
Total expenses {108,510y (118618
Profit/{loss) from ordinary activities before
income tax expense 5,251 (188
income tax expense relating fo
ordinary activities 4 (2,798) {3,221}
Net profiti{loss) attribuiable to members of
the parent entity 20 2455 {3,409}
Non-owner transaction changes in equity
Net movement in foreign currency
franslation reserve 18 (5,188} (3,172}
Total revenues, expenses and valuation
adjustments attributable to members of
the parent entity recognised direcly in equity (5,188) {3,172}
Total changes in equity other than those
resulting from fransactions with owners as owners (2,733 {6,581}
Basic earnings per share
Ordinary shares 7 $0.029 {30.04)
[iluted earnings per share
Qrdinary shares 7 $G.029 {50.04}

The staternent of financial perfornance is fo be read It conjunction with the notes to the Appendix 4E.



Servcorp Limited and its controlied entities

as at 30 June 2003

CONSOLIDATED
Note 2003 2002
$000 $'000

Current assets

Cash assels 8 26,125 48,385
Receivables g 10,055 11,213
Other 10 3,928 4,188
Total current assets 40,108 61,798
Non-currernf assets

Gther financial assets 11 13,008 5G
Property, plant and equipment 12 23,964 32,821
intangibles 13 15,943 16,815
Deferred tax assets 4 4,838 4,498
Cther 14 15,829 18,298
Total non-current assefs 73,673 72,582
Total assets 113,782 134,378
Current Habilities

Payables 15 23,953 26,005
Current tax liabilities 4 949 1,065
Provisions 17 1,178 4,295
interest bearing liabilities 16 1,833 271
Total current Habilities 28,014 34,877
Non-current labilities

Payables 15 5,541 6,910
interest bearing liabilitles 16 2,086 4,407
Provisions 17 423 218
Deferred fax liabilities 4 a7g 559
Total non-current Habilities 9,038 12,081
Total liabilities 37,053 47,068
Net assetls 76,728 87.310
Equity

Contributed equity 18 80,896 85,570
Reserves 19 Be21h) {433}
Retained profils 20 1,454 2,173
Total equity 76,729 87,310
Net fangible asset backing per ordinary security $0.73 $0.84

The staternent of inancial position is to be read in conjunction with the notes fo the Appendix 4&.



flows

Servcorp Limited and its controlled entities

for the financial year ended 30 June 2003

it of cash

CONSOLIDATED
Note 2003 2002
$'000 $'600
Cash flows from operating activities
Cash receipts in the course of operations 107,206 114,084
Cash payments in the course of operations {92,182) {95,247}
Dividends & royalties received - -
interest received 1,541 1822
Borrowing costs paid (433 {751}
income taxes paid (4,114} {8,215)
Net cash provided by operating activities 22(b} 12,018 10,963
Cash flows from investing activities
Payments for financial assels (12,998 -
Payments for property, plant and equipment {5,247} {7,030}
Loans to other entities ~ -
Loans fo controlied entities - -
Loans repaid by controlled entitles - -
Proceeds from disposal of property,
plant and equipment 12
Nef cash used in investing activities {18,233 {7,030
Cash flows from financing activities
Proceeds from issue of shares 850 988
Share buy back {5,324} -
Lease paymenis {2,158) (3,198}
Dividends paid {8,346} {6,298}
Net cash {used in)/provided by
financing activities (13176 {8,508)
Net (decreasel/increase in cash held (18,381 {4,545)
Cash at the beginning of the financial
year 46,385 51,450
Effects of exchange rate fluctuation on the
balances of cash held in foreign currencies (869 {520}
Cash at the end of the financial year 22(a} 28,125 46,385

The statement of cash flow is fo be read in conjunction with the notes to the Appendix 4.



tes to

for the financial year ended 30 June 2603

(a)

(b)

{c)

(d}

Statement of significant accounting policies
The significant policies that have been adopted in the preparation of this financial report are;

Basis of preparation
The financiad report has been prepared in accordance with Accounting Standards, Urgent 1ssues Group Consensus
Views, other authoritative pronouncements of the Australian Accounting Standards Board and the ASX Listing Rules.

i has been prepared on the basis of historical costs and, except where stated, does not take into account changing
money values or fair valuations of non-current assets,

These accounting policies have been consistently applied by each entity in the Consolidated Entity.

Where necessary comparative information has been reclassified for consistency purposes.

Principles of consolidation
Where an entity sither began or ceased to be confrolled during the financial year, the resulls are included only from
the date confrol commenced or up to the date control ceased.

The balances and effects of fransactions between confrolied entiies included in the consolidated financial statements
have been eliminated.

Goodwill

Goodwill, representing the excess of the purchase consideration plus incidental cosis over the fair value of the
identifiable net assets acquired on the acquisition of a controlled entity, is amortised over the period of time during
which benefifs are expected fo arise.

in establishing the fair value of the identifiable net assels acquired, a liabllity for restruciuring costs is only recognised
at the date of acquisition when there is a demonsirable commitment and a detailed plan. The liability is only
recognised where there is liftle or no discretion to avoid payments to other parties in satilement of costs of the
restructuring and a refiable estimate of the amount of the liability as at the date of acquisition can be made.

Goodwill is amorlised on a straight line basis over 20 years.

The unamortised balance of goodwill is reviewed at least af each reporting date. Where the balance exceeds the
value of expected future benefits, the difference is charged to the statements of financial performance.

Revenue recognition

Sales revenue

Sales revenue comprises revenue earned net of the amount of goods and services tax {G8T) from the provision of
services 1o entities outside the Consolidated Entity. Rental revenue is typically invoiced in advance and is recognised
in the period in which the service is provided.

Interest income
interest income is recognised as it accrues.

Assef sales
The gross proceeds of asset sales not originally purchased for the intention of resale are included as revenue at the
date an unconditional contract of sale is signed.

The gain or loss on disposal is calculated as the difference between the carrying amount of the asset at the time of
disposal and the nef proceeds on disposal.



{e)

{H

(g}

(h}

Foreign currency

Transactions

Foreign currency transactions are franslated to Australian currency at the rates of exchange ruling at the dates of the
transactions. Amounis receivable and payable in foreign currencies at balance date are transiated af the rates of
exchange ruling on that date.

Exchange differences relating to amounts pavable and receivable in foreign currencies are brought fo account as
exchange gains or losses in the statements of financial performance in the financial year in which the exchange rates
change.

Translation of confrolled foreign entities

The statements of financial position of overseas controlled entifies that are self-sustaining foreign operations are
franslated at the rates of exchange ruling at balance date. The statements of financial performance are franslated at a
weighted average rate for the year. Exchange differences arising on franslation are faken directly to the foreign
currency transiation reserve.

The balance of the foreign currency transiation reserve relating to a controlied entity that is disposed of is transferred
to retained earnings in the year of disposal.

Borrowing costs

Borrowing cosis include inferest, amortisation of discounts or premiums relating to borrowings, amortisation of
ancillary costs incurred in connection with the ammangement of borrowings and lease finance charges. Borrowing cosis
are expensed as incurred.

Taxation
income fax
The Consolidated Entity adopts the income statement Hability method of fax effect accounting.

Income tax expense is calculated on operating profit adjusted for permanent differences between taxable and
accounting income. The tax effect of timing differences, which arise from items being brought to account in different
periods for Income tax and accounting purposes, is carried forward in the statements of financial position as a fulure
income tax benefil or a provision for deferred income fax.

Fulure income tax benefits are not brought to account unless realisation of the asset is assured beyond reasonable
doubt. Future income tax benefits relating fo entities with tax losses are only brought fo account when their realisation
is virfually certain. The tax effect of capital losses is nol recorded unless realisation is virtually certain.

To the extent that dividends are proposed by controlled entities incorporated overseas, the Consolidated Entity has
provided for withhelding tax. A provision is alse made for the withholding tax on the balance of unremitted profits,
which eventually will be remitted to the Company.

Goads and services fax

Revenues, expenses and assels are recognised net of the amount of goods and services fax (BST), except where
the amount of GST incurred is not recoverable from the Australian Tax Office (ATQ). In these circumstances the GST
is recognised as part of the cost of acquisition of the asset or as part of an item of expense.

Receivables and payables are stated with the amount of GET included.

The net amount of GST recoverable from or payable o the ATO is included as a current asset or liahilily in the
statements of financial position,

Cash flows are included in the statements of cash flows on a gross basis. The GST components of cash flows arising
from investing and financing activities which are recoverable from or payable fo the ATO are classified as operating
cash flows.

Recoverable amounts of non-current assets valued on cost basis

The carrying amounts of non-current assets are reviewed o determine whether they are in excess of their
recoverable amount at balance date. f the carrying amount of a non-current asset exceeds ifs recoverable amount,
the asset is written down 1o the lower amount. The wrile down is expensed in the reporting period in which if cccurs,

In assessing recoverable amounts of non-current assets the relevant cash flows have not been discounted to their
present value, except where specifically siated.



Notes to the Appendix 4E

for the financial year ended 30 June 2003

{l

(k)

Receivables

Trade debtors

Trade debfors to be seffled within 30 days are carried af amounts due. The collectibility of debls is assessed at
balance date and specific provision is made for any doubtful accounts.

Investments

Other companies

Investments in other listed and unlisted companies are carried at the lower of cost and recoverable amount.
Dividends are brought fo account as they are received.

Property, plant and equipment

Acquisition

ltems of property, plant and equipment are initially recorded at cost and depreciated as outlined below. Cost s the fair
value of consideration provided plus incidental costs incurred directly attributable to the acquisition. The cost of
assets constructed (including leasehold improvements) includes the cost of materials and direct labour. Directly
attributable overheads and other incidental costs are also capitalised to this asset.

Property, plant and equipment are carried at the lower of cost less accumulated depreciation and recoverable
amount.

Subsequent additional costs

Costs incurred on property, plant and equipment subsequent fo initial acquisilion are capitalised when it is probable
that future economic benefits, in excess of the originally assessed performance of the asset will fiow to the
Consolidated Entily in future years. Where these cosis represent separate components of a complex asset, they are
accounted for as separate assets and are separately depreciated over theilr useful lives.

Cosis incurred on properly, plant and equipment, which do not meet the criteria for capifalisation, are expensed as
incurred.

Depraciation and amaoartisation
ltems of property, plant and equipment, including buildings and leasehold property but excluding freehold land, are
depreciated or amortised using the straight line method over their estimated useful lives.

The depreciation rates used for each class of asset, for the current vear is as follows:

2003 2042
«  Buildings 2.5% 2.5%
«  Leasehold improvements 15% 15%
«  Office equipment 27% 27%
«  Office furniture and filtings 13% 13%
«  Motor vehicles 15% 15%

Assets are depreciated or amortised from the date of acquisition or, in respect of internally consfructed assets, from
the time an asset is completed and held ready for use.

Leased plant and equipment
Leases of plant and equipment under which the Consolidated Entity or ils controlled entiies assume substantially all
the risks and benefits of ownership are classified as finance leases. Other leases are classified as operating leases.

Finance leases are capitalised. A lease asset and a lease liability equal fo the present value of the minimum lease
payments are recorded af the inception of the lease. Contingent rentals are written off as an expense of the
accounting peried in which they are incurred. Capitalised lease assels are amortised on a siraight line basis over the
term of the relevant lease, or where it is likely the Consolidated Entity will obtain ownership of the assets, the life of
the asset.

Lease liabilities are reduced by repayments of principal. The interest components of the lease payments are charged
to the staternents of financial performance.

Fayments made under operating leases are charged against profits in equal instaimenis over the accounting periods
coveraed by the lease term, except where an allernative basis is more representative of the pattern of benefits fo be
derived from the leased property.



Notes to the Appendix 4E

for the financial year ended 30 June 2003

{#

(m)

(o}

10

Accounts payable

Liabilities are recognised for amounts fo be paid in the fulure for goods or services received, whether or not bifled fo
Consolidated Entity. Trade accounts payable are normally settied within 60 days.

Hank loans
Bank loans are carried on the statements of financial position at their principal amount, subject to set-off
arrangements. Inferest expense is accrued at the contracted rate and included in "Other credilors and accruals”.

Derivatives

The Consolidated Entity is exposed to changes in inferest rates and foreign exchange rates from its activities, The
Consolidated Entily uses forward foreign exchange confracts fo hedge these risks. Derivative financial instruments
are not held for speculative purposes.

Hedges

Al non-specific hedge fransactions are initiafly recorded at the relevant rate at the date of the fransaction. Hedges
outstanding at balance date are valued at the rates ruling on that date and any gains or losses are brought to account
in the statements of financial performance. Costs or gains arising at the fime of entering into the hedge are deferred
and amortised over the life of the hedge.

Where hedge transactions are designated as a hedge of the purchase or sale of goods or services or an anticipated
interest transaction, gains and losses arising up fo the date of the anticipated transaction, together with any costs or
gains arising at the fime of entering info the hedge, are deferred and included in the measurement of the fransaction.
Any gains or losses on the hedge fransaction after that date are included in the statements of financial performance.

Where a hedge fransaction is terminated early and the anticipated transaction is still expected fo ocour, the deferred
gains and losses that arose on the hedge prior to its fermination continue o be deferred and are included in the
measurement of the purchase or sale or interest transaction when it occurs. Where a hedge transaction is ferminated
early because the anticipated transaction is no longer expected fo occur, deferred gains and losses that arose on the
hedge prior 1o its termination are included in the siatements of financial performance for the period.

Where a hedge is redesignated as a hedge of another fransaction, gains and losses arising on the hedge prior fo ifs
redesignation are only deferred where the original anticipated transaction is still expecied to occur. Where the original
anticipated fransaction is no longer expected {0 occur, any gains or losses relating to the hedge instrument are
included in the statements of financial performance for the period.

Gains and losses that arise prior 1o and upon the maturity of fransactions enfered into under hedge rollover strategies
are deferred and included in the measurement of the hedged anticipated transaction if the transaction is still expecled
to occur. i the forecasted transaction is no tonger expected to occur, the gains and losses are recognised
immediately in the statements of finandlal performance.

Forward foreign exchange confracts
Forward foreign exchange contracts are accounted for as described under Hedges above.

Employee entitlements

Wages, safaries and annual leave

The provisions for employee entitlements to wages, salaries and annugl leave represents the amount which the
Consolidated Entity has a present obligation 1o pay resulting from employees’ services provided up fo the balance
date. The provisions have been calculated at undiscounted amounts based on current wage and salary rates and
include related on-cosis.

Long service leave
The provision for employee entillements to long service leave represents the present value of the estimated future
cash cutflows to be made by the employer resulting from employees’ services provided up to the balance date.

Provisions for employee entitlements which are not expected fo be settled within twelve months are discounted using
the rates atlaching fo national government securities at balance date, which most closely match the ferms of maturity
of the related liabilities.

in determining the provision for employee entilernents, consideration has been given to fulure increases in wage and
salary rates, and the Consolidated Entity's experience with sfaff departures. Related on-cosis have also been
included in the liability.



{p)

{g)

Lease incentives

Rent is expensed in the accounting period in which it is due and payable to lessors in accordance with lease
agreements. Where there is a rent free period under the term of a lease agreement, the aggregate rent payable under
the lease agreement is calculated and a charge is made fo the statements of financial performance proportionately
over the lease term.

Earnings per share
Basic earnings per share

Basic EPS earnings are calculated by dividing the net profit attributable 1o members of the Consolidated Entity for the
reporting period, by the weighted average number of ordinary shares of the company, adiusted for any bonus issue.

Diluted earnings per share

Diluted EFS eamings are calculated by only adjusting the basic EFS earnings by the effect of conversion fo
ordinary shares associated of dilutive potential ordinary shares, rather than including the notional eamings on the
funds that would have been received by the entity had the potential ordinary shares been converted.

The diluted EPS weighted average number of shares includes the number of shares assumed 1o be issued for
no consideration in relation to dilutive polential ordinary shares, rather than the total number of dilutive potential
ordinary shares.

The identification of dilulive potential ordinary shares is based on net profif or loss from continuing ordinary

operations and is applied on a cumulative basis, taking into account the incremental earnings and incremental
number of shares for each series of potential ordinary share.
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Notes to the Appendix 4E

for the financial year ended 30 June 2003

{1} Changes in accounting policy
Employee benefils
The Consolidated Entity has applied the revised AASB 1028 "Employee Benefits” {issued in June 2001) for the first
time from 1 July 2002,

The liability for wages and salaries and annual leave is now calculated using the remuneration rates the Company
expects to pay as at each reporting date, not wage and salary rates current at reporting date.

The financial impact of adopting AASE 1028 "Emplovee Benefils” on opening retained earnings at 1 July 2002 was
not material. Accordingly, no adiusiment fo opening retained earnings was made.

Provisions, contingent liabilities and contingent liabilities
The Consolidated Entity has applied AASE 1044 "Provisions, Contingent Liabilities and Contigent Assets” {issued
October 2001 for the first time from 1 July 2002,

Dividends are now recognised at the time they are declared, delermined or publicly recommended. Previously, final
dividends were recognised in the financial year to which they related, even though the diviends were announced after
the end of the financial year.

The adiustments o the consolidated financial report as at 1 July 2002 as a result of this change are:
. $3,168,388 increase in opening refained profits
. $3,168,388 decrease in provision for dividends

There was no impact on profit or loss for the current financial year to 30 June 2003.

Proforma restatement of retained profits and provision for diviends.

CONSOLIDATED
2003 2002
$°000 $'000

{restated) {restated)

Restatement of retained profits

Reported retained profits at the end

of the previous year 2173 1,215
Increasef/{decrease) in refained

profits due fo changes in accounting

polictes on adoption of:

AASE 1044 "Provisions, Contingent

Liabilities and Contingent Assets” 3,168 3,137
Restated retained profits at the

beginning of the year 5,341 18,052
Restated net profit atfributable to

members of the parent entity 2485 (3,408}
Reduction on share buy-back - -
Dividends recognised during the year (6,342} {6,302}
Restated retained profits at end of year 1,454 5,341
Restatement of provision for dividends

Balance at end of year - as previously reporied - 3,168
Effect of change in accounting policy - {3,188}

Restated balance at end of vear - -
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CONSOLIDATED

2003 2602
$000 $'000
2 Revenue from ordinary aciivities
Rendering of services revenue from operating
activities 111.327 114,337
Cther revenue from operating activities
Franchise fees:

Other parties 173 198
interest:

Other parties 1,848 1,752
Loss on disposal of assels {652) (86}
Foreign exchange gains 860 509
Other revenue from outside operating activities
Other 407 1,718
Total other revenues 2434 4,091
Total revenue from ordinary activities 113,761 118,428

3 Profit from ordinary activities
before income {ax expense
{a} Profit!{loss) from ordinary activities before income
tax expense has been arrived at after
charging/{crediting) the following iems:
Borrowing costs:
Borrowings 51 120
Finance charges on capitalised leases 400 579
451 608
Depreciation of:

Plant and equipment 4 226 3,589
Amortisation of:

Deferred expenditure - 6,334

Goodwill 72 a72

Leasehold improvements 6,320 8,501
Net bad and doubtful debis expense including
movements in provision for bad and doubtiul debis 658 757
Net expense from movements in provision for:

Employee entitiements 159 5

inferest charges - (88
Operating lease rental expense:

Minimum lease payments 48 657 51,308

{b} Individually significant expenses included in
profit/ttoss) from ordinary activities before
income fax expense:
Early termination of a floor lease ih Japan - 1,114
White-down of invesiment in Rumble Group Ply Limited - 950
Wite off of immovable fixed assets on floor in Brussels 622 1,110
Accelerated amortisation of capitalised set-up costs - 3,872
Closure costs at Exchange Square 1,866 -
Redundancy costs 427
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CONSOLIDATED

2003 2002
$'000 $'080
4 Taxation
{a) Income tax expense
Prima facle income fax expense
calcudated at 30% (2002:30%)
on the operating profit 1.5675 {56}
Increase in income fax expense due to:
Amortisation of goodwill 291 291
Restatement of deferred tax balances
due to changes in tax rates 375 67
Linder/{over) provision in prior years (305 43
Non deductible exchange gain 23 -
Sundry ifems 5 -
Decrease in income fax expense due o
Foreign fax credits available - {80}
Tax benefit on losses recovered by
a controlled entity nol recorded as a
future income fax benefit in prior periods BT {154}
Non-assessable local taxes {(16) {214}
Non-assessable exchange gains - {18}
Sundry ifems - {267}
Income fax expense on operating profit before
individually significant income tax items 1,881 {388)
Non {assessable)/non deductible deferred
set-up costs 364 1,425
Non-deductible loss on disposal of investments - 285
Tax losses of non-resident controlled entities
not carried forward as a future income fax benefit 788 2,068
Recognition of fax losses of controlied entities
net previously recognised as a fulure income
tax benefil - {(B79)
Timing differences of controlled entities
not previousty brought to account - {225}
Controlied foreign company attributed income 154 -
Effect of differing rates of fax on
overseas income 38h 837
income fax expense aitribulable to
profit from ordinary activities 2,796 3,221
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Notes to the Appendix 4E

for the financial year ended 30 June 2003

CONSOLIDATED
2603 2002
$o00 $o0a
4 Taxation (continued)
{a) {cont) Income fax expense atlributable to profit
from ordinary activities is made up of:
Current income tax provision 3,380 4,700
Under/{over) provision in prior year {308) 43
Deferred income tax provision 503 {4}
Future income tax benefit {752} {1,518}
2,796 3,221
{b) Provision for current income tax
Movements during the year:
Balance at beginning of year 1,985 5,512
income tax paid
Operating activities (4, 114) {8,215
{2,148) {2,703}
Under/{over) provision in prior year {252} {32y
Current year income fax expense
on profit from ordinary activities 3,380 4,700
949 1,865
{c} Provision for deferred income tax
Frovision for deferred income fax
comprises the estimated expense at
the applicable rate of 30% (2002:30%)
on the following tems:
Difference in depreciation and amortisation
of property, plant and equipment for
accounting and income fax purposes 208 123
Unrealised foreign exchange losses 116 84
Expenditure currently deductible for
tax but deferred and amortised for
accounting purposes - 11
Income currently non-assessable for
tax but recognised for accounting
DUPOSEes 349 333
Sundry ems 3058 8
g979 559
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CONSOLIDATED

2063 2002
£800 $'000
4 Taxation (continued)
{d} Future income tax benefit
Future income tax benefit comprises the
estimated fulure benefit at the applicable
rate of 30% (2002:30%) on the following items:
Provisions and accrued employee
entittements not currently deductible 1,383 1,368
Unrealised foreign exchange gains 1882 58
Difference in depreciation and
amortisation of property, plant and
equipment for accounting and
income tax purposes 2,989 1,921
Tax losses carried forward 234 1.115
Sundry items 84 38
4,839 4,498
{e) Future income tax benefit not taken
to account
The potential future income tax benefit in
conrolled entities, which are companies,
arising from timing differences and tax losses
have not been recognised as an asset because
recovery of tax losses is nof virlually cerlain
and recovery of iming differences is not
assured beyond any reasonable doubt 3,677 2,724
3,677 2,724

The potential future income tax benefit will only be obtained it

{ the relevant companies derive fulure assessable income of a nature and an amount sufficient to enable the
benefit fo be realised;

iy the relevant companies and/or the Consolidated Entity confinues fo comply with the conditions for
deductibility imposed by the law; and

{iil) no changes in tax legislation adversely affect the relevant companies and/or the Consolidated Entity in
realising the benefit.
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Notes to the Appendix 4E

for the financial year ended 30 June 2003

5 Segment information

Inter-segment pricing is determined on an army's length basis.

Segment results, assets and liabilitles include items directly attributable to a segment as well as those that can be
allocated on a reasonable basis. Unallocated items mainly comprise income-earning assefs and revenue, interest
bearing loans, borrowings and expenses, and corporate assets and expenses.

Segment capitat expenditure is the total cost incurred during the period to acquire segment assets that are expected
to be used for more than one peried.

Business segmenis
The Consolidated Entity comprises only one business segment which is the provision of executive serviced and
virtual offices and communications and secretarial services.

Geographical segments
in presenting information on the basls of geographical segments, segment revenue is based on the geographical
tocation of customers. Segment assels are based on the geographica!l location of the assets.

17

Geographical Australia & Japan & Europe & Eliminated Consolidated
segmenis New Zealand Asia Middle East

$'600 $'000 $'000 $'000 $'000
2003
Revenue
External segment revenue 34,050 66,634 11,607 - 111,700
inter-segment revenue 10,992 1,688 1872 {14,682y -
Total segment revenue 45,051 68,322 12,979 {14,682y 111,700
Other unallocated revenue 2,081
Total revenue 113,781
Resuit
Segment result {35) 8,71 {4,320} 895 5,251
Unallocated corporate expenses -
Profit from ordinary
activities before income fax 5,251
income tax expense {2,796)
Profit from ordinary activilies
after income tax 2,455
Net profit 2,455
Depreciation and amortisation 3481 3,774 2,218 2,045 11,518
Non-cash expenses other than
depraciation and amortisation 69 {24} 48 1 92
individually significant items 2,283 - 622 - 2,915
Assets
Segment assels 25842 60,381 13,832 - 99,835
Unallocated corporate assets 13,947
Consolidated tolal assets 113,782
Liabilities
Segment liabilities 18,108 37,613 8,299 - 65,018
Unallocated corporate liabiliies {27.968)
Consolidated total liabilities 37,053
Acquisitions of non-current
assels 2082 2,877 288 - 5,247




5

Segment information (continued)

Geographical Australia & Japan & Europe &  Eliminated Consolidated
segmenis New Zealand Asia Middle East

$'600 5000 5000 $000 $’000
2002
Revenue
External segment revenue 36,190 68,341 12,252 - 117,783
inter-segment revenue 11,018 149 17 {11,184} -
Total segment revenue 47,208 69,450 12,269 {11,184} 117,783
Other unaliocated revenue 645
Total revenue 118,428
Result
Segment result 3.012 3774 {4,048 {2,925} {188}
Unaliocated corporate expenses -
Loss from ordinary
activities before income tax (188)
income tax expense {3.221
Loss from ordinary activities
after income tax {3,408}
Net loss (3,409
Depreciation and amortisation 2,756 4,700 2,825 7,415 17,386
Non-cash expenses other than
depreciation and amortisation 910 234 {14} {100} 1,030
individually significant tems 850 1,114 1,110 2.872 7,046
Assels
Segment assets 29,905 70,048 18,713 - 116,666
Unaltocated corporate assels 17,712
Consolidated fotal assels 134,378
Lizbilities
Segment labilities 15,474 32,824 8,279 - 57,877
Unalflocated corporate liabilities (10,808
Consolidated total liabilities 47,068
Acquisitions of non-current
assels 2,934 1,288 2,966 - 7,198
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Notes to the Appendix 4E

for the financial year ended 30 June 2003

6 Dividends
Dividends proposed or paid by the Company are:
Cenis Total Date of Tax rate Percentage
per share amount payment for franking franked
$'600 credit
2003
interim - ordinary 378 3,178 8 Aprit 2003 30% (Class C) 100%
2002
interira - ordinary 375 3,160 4 Aprit 2002 30% (Class C) 50%
Final ~ ordinary 3.758 3,168 1 Gctober 2002 30% (Class ) 100%
Subseguent events
Since the end of the financial year, the directors declared the following dividends:
Final - ordinary 3.758 2,968 1 Gctober 2003 30% (Class ) 100%
CONSOLIDATED
2003 2002
$'000 $'600

Dividend franking account

Balance of franking account adjusted for franking credils
which will arise from the payment of income tax provided
for in the financial statements and after deducting franking
credits fo be used in payment of the above dividends and
those dividends required fo be freated as interest expense:

Class C {30%) franking credits 2,083 8,240

The ability to utilise the franking crediis is dependent upon there being sufficient available profits to declare dividends.

From 1 July 2002 the New Business Tax System {Impulation) Act 2002 requires measurement of franking crediis based
on the amount of income tax paid, rather than on after tax profits.

As a result the "franking credits available” were converted from $6,240,337 1o $2 674,430 as at 1 July 2002 for the

Consolidated Entity. This change in the basis of measurement does not change the value of franking credits fo
shareholders who may be entitled to franking credit benefils.

CONSOLIDATED

2003 2002
$'eoo $’600
7 Earnings per share
Earnings reconciliation
Net profit/{loss) 2,485 (3.408)
Basic earmnings 2455 {3,408}
Diluted sarnings 2,485 (3,408)
Mumber Number
Weighted average number of ordinary shares used
as the denominator:;
Number for basic earnings per share 33.847.977 83,865,632
Effect of share options on issue - 1.817.333
Number for diluted earnings per share 83,847,977 85,888,965

Classification of securifies as potential ordinary shares

Opiions

As at 30 June 2003, the Company had on issue 1,384,000 (2002Z: 4,917,333} options over unissued capital. The
inclusion of these polential ordinary shares leads to a diluted earings per share that is not materially different from the
basic earmngs per share.
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CONSOLIDATED

2083 2002
$060 $'000
8 Cash assets
Cash 11,258 6,213
Bank short term deposils 14,8687 40,172
26,125 46,385
9 Receivables
Current
Trade debtors 9,663 11,002
Less: Provision for doubtful trade debtors (138 {159)
Other debtors 500 370
43,085 11,213
10 Other current assets
Frepaymenis 2,356 3,498
Lease deposits 492 ],
Other 1.081 700
3.929 4,198
11 Other financial assets
Non-current
Other entities at cost 50 50
Investment in floating rate nofes 2,911 -
investment in fixed rate bonds 6,042 -
investment in reset preference shares 4,095 -
13,008 50
12 Property, plant and equipment
Land and buildings
At cost 775 917
Accumulated depreciation {28} {20}
746 8497
Leasehold improvements - owned
At cost 23,395 26,078
Accumulated amortisation {12,925) {10,326}
1.470 15,682
Leasehold improvements - leased
At cost 6,885 7.504
Accumulated amortisation {3,745} {2,603}
3,150 4,901
Office furniture and fitiings - owned
At cost 6,108 6,608
Accumulated depreciation {1,983 {1,268}
4,125 5,340
Office furniture and fitiings - leased
Ad cost 1,810 1,644
Accumulated depreciation {966} {644}
644 1.000
Office equipment - owned
At cost 9,557 8,474
Accumulated depreciation {5,428 {3,8617)
4,128 45813
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Notes to the Appendix 4E

for the financial vear ended 30 June 2003

CONSOLIDATED
2003 2002
$000 $ 000
12 Property, plant and equipment (continued)
Office equipment - leased
At cost 1,080 1,106
Accumulated depreciation (8158} {647)
165 489
Motor vehicles
At cost 84 35
Accumulated depreciation {20} {6}
64 28
Capital works in progress
At cost 472 -
23,964 32.821
Reconciliations
Reconciliations of the carrying amounts for each
class of property, plant and equipment are set out below:
Land and buildings
Carrying amount at beginning of year 807 931
Additions - -
Disposals - “
Depreciation 12) {10y
Net foreign currency differences on
translation of self sustaining operations (139 {24}
Carrying amount at end of year 746 887
Leasehold improvements - owned
Carrying amount at beginning of year 15,682 13,972
Additions 2,068 5,086
Disposals (B34) (4
Amortisation (5,028} {5,258)
Transfers {io) from other class of asset - 3,211
Net foreign currency differences on
translation of self sustaining operations {1,818} {1,295}
Carrying amount at end of year 10,470 15,682
Leasehold improvements - feased
Carrying amount at beginning of year 4,901 8,885
Additions - -
Disposals {118} -
Amortisation (1.224) {1,244)
Transfers (fo) from other class of asset - (480}
Net foreign currency differences on
translation of self sustaining operations (3423 {280}
Carrying amount at end of year 3,150 4,901
Cffice furniture and fittings - owned
Carrying amount at beginning of year 5,340 8,532
Additions 387 1,283
Pisposals (132} {343
Depreciation {1,100} {1,105)
Transfers (fo) from other class of asset (2) {3,066}
Net foreign currency differences on
translation of self sustaining operations (378) {270}
Carrying amount at end of year 4,125 5,340
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CONSCLIDATED

20603 2002
$uo0 $000
12 Property, plant and equipment (continued)
Office furniture and fittings - leased
Carrying amount at beginning of year 1,000 808
Additions - 208
Disposals - -
Depreciation {329) {208}
Transfers (1o} from other class of asset - 108
Net foreign currency differences on
transiation of self sustaining operations {27} {(4)
Carrying amount at end of year B44 1,000
Office eguipment -~ owned
Carrying amount at beginning of year 4,513 5521
Additions 2,237 1,747
Disposals {52} (55}
Depreciation {2,297} (2,178}
Transfers (10} from other class of asset 2 (277)
Net foreign currency differences on
transiation of self sustaining operations {275} {245}
Carrying amount at end of year 4128 4513
Office eguipment - leased
Carrying amount at beginning of year 459 353
Additions 20 13
{Msposals - -
Depreciation {287} (299)
Transfers (1o} from other class of asset - 304
Net foreign currency differences on
transiation of self sustaining operations {27} (2)
Carrying amount at end of year 165 450
Motor vehicles
Carrying amount at beginning of year 29 17
Additions 52 18
Disposals - -
Depreciation {14} {4)
Transfers (o) from other class of asset - -
Net foreign currency differences on
transtation of self sustaining operations {3} {2)
Carrying amount at end of year 64 28
Capital works In progress
Carrying amount at beginning of vear ~
Additions 472
Disposals -
Depreciation -
Transfers (to) from other class of asset -
Net foreign currency differences on
transiation of self sustaining operations -
Carrying amount at end of vear 472
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CONSOLIDATED

Notes 2003 2002
$'ooa $'000
13 intangibles
Goodwill - at cost 19,434 19,434
Accumuilated amortisation {3,481) {2,519)
15,0943 16,915
14 Other non-current assets
Lease deposils 18,776 18,237
Gther 53 61
15,828 18,208
15 Payables
Current
Trade creditors 5,238 6,485
Security deposits 8,121 9,311
Deferred income 8,640 6,879
Other creditors and accruals 2,954 3,330
23,953 28,005
Naon-current
Trade creditors 2,834 3,807
Security deposiis 2,707 3,103
5,541 6,810
16 interest bearing liabilities
Current
Bank foans - secured 125 148
Lease liabililies 1,808 2,583
1,933 2,711
Non-current
Bank loans - secured 217 404
Lease liabililies 1,879 4003
2,086 4,407
17 Provisions
Currant
Dividends 7 - 3,173
Employee entilements 1,179 1,123
1,179 4,296
Non-current
Employee entittements 423 215
Reconciliafions
Reconcillations of the carrying amounts of
each class of provision, except for employee
benefits are set oul below:
Dividends
Carrying amount at beginning of year 3173
Adjustment on adoption of AASE 1044
*Provisions, Contingent Liabifities and
Contingent Assets” {3.173)
Frovisions made during the year:
Final dividend 2002 3,168
interim dividend 2003 3,178
Payments made during the period {6,348)

Carrying amount at the end of year
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CONSOLIDATED

Notes 2003 2002
$060 $'aoa
18 Contributed equity
issued and paid-up capital
79,055,354 (2002: 84,325,334}
ordinary shares, fully paid 80,806 85,570
Movemenits in ordinary share capital
Balance at the beginning year 85,570 84,582
84,325,334 (2002: 33,866 667) shares - -
Shares issued
433,333 {2002: 858,687} from the exercise
of options under Share Option Plans 850 o88
Shares bought back
4,803,313 (2002: Nil) shares {5,324} ~
Balance at end of year 80,806 85,570
Share buy-hack
On 14 July 2003, the Company completed the buy-back of 4,803,313 ordinary shares, reprasenting approximately
6% of ordinary shares on issue on that date. The total consideration of shares bought back on the market was
$5,324 495, being an average, including incidental costs, of $1.11 per share. The consideration was allocated in
the foliowing proportions.
« Share Capital - $5,324,485
« Retained profits - $0
Options
Ordinary shares were issued pursuant to exercise of options as follows:
433,333 shares were issued at $1.50 per share.
Terms and conditions
Heolders of ordinary shares are entitled to receive dividends as declared from fime {o time and are entitled {o vote
at members meetings.
in the event of winding up of the Company holders of ordinary shares are entitled to any excess after payment of
all debis and liabilities of the Company and cosis of winding up.
19 Reserves
Foreign currency fransiation (5,621 {433

Movemenis during the financial year

Fareign currency transilation

Balance at beginning of financial year {433y 2,739
Deferred exchange {(Josses¥gains arising

from monetary tems considered part of the

investment in self-sustaining foreign

operations {2.23%) 1,118
Translation adiustment on controlled

foreign entities’ financial statements {2,949) {4,288}
Balance at end of finandial year (5,621 (433

The foreign currency fransiation reserve records the foreign currency differences arising from the translation of
self-sustaining foreign operations and the fransiation of monetary items forming part of the net investment in self
sustaining foreign operations.
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Notes to the Appendix 4E

for the financial year ended 30 June 2003

CONBOLIDATED

Notes 2003 2002
$060 $'000
20 Retained profits
Retained profits at the beginning
of the financial year 2,173 11,915
Net profitf{ioss) atfributable fo members
of the parent entity 2,455 {3,409}
Net effect on dividends from:
Initial adoption of AASE 1044
*Provisions, Contingent Ligbilities
and Contingent Assets” 3,168 -
Dividends recognised during the year {6,342} 6,333)
Total dividends {3.174) {8,333}
Retained profits at the end of the
financial year 1,454 2,173
21 Contingent liabilities

25

The details and estimated maximum amounts of contingent liabilities that may become payable are set out below.
The directors are not aware of any circumstance or information which would lead them {o believe that these liabilities
will crystaliise and consequently no provisions are included in the financial statements in respect of these matters.

Pravious Executive Director’s Redundancy
The redundancy package offered to Bryan Pashby includes a performance based glement. The Company’s liability
under this package ranges from zero to $225,000, dependent on the performance of the Company.

Birector's redundancy liability 225

Drive Away Program

The Company has a contingent Hability for unredeemed drive away points. The Drive Away program is an incentive
program for agents fo refer business fo the Company. The Company provides overseas travel to agents who reach a
set level of points. The contingent liability is based on the average cost of awards for agents in each band of points
with points accruing incrementally within bandings.

Unredeemed drive away liability 254 327



CONSOLIDATED
2003 2002
$060 $'600

22 HNotes to the statements of cash
flows

{a} Reconcitiation of cash

For the purpose of the statements of cash flows,
cash includes cash on hand and at bank and
short-term deposits af call, net of outstanding
bank overdrafts. Cash as at the end of the
financial year as shown in the statements of
cash flows is reconciled fo the related Hems

in the statements of financial position as follows:

Cash 11,258 8,213
Short term deposits 14,867 40,172
26,125 46,385

{b) Reconcitiation of operating profit/lioss) affer income
tax to net cash provided by operating activities

Operating profit/{loss) after income fax 2,485 {3,408}

Addf{less) non-cash items:

Amounis set aside fo provisions g2 80

Depreciation and amortisation 11,518 17,396

{Profityfioss on sale of assels 650 80

income taxes payable {1,052) {3,328}

Deferred faxes (290 {(1.67%

Unrealised foreign exchange gain {508} 22

Write-down in Rumble investment - 950

Net cash provided by operating activilies

before change in assels and liabilities 12,864 10,112

Change in assets and liabilities adjusted

for effects of purchase and disposal of

controfled entities during the financial period:

Decrease in prepayments 778 1,679

Decrease in frade deblors 312 4 056

Increase in other assels {1,391) {1,367}

increase in deferred income 497 1,522

Decrease In client securify deposits (3323 {2,393}

Decrease in accounts payable {710 {2,616}

Net cash provided by operating activilles 12,018 1,893
{c} Non-gash financing and investment activities

During the financial year the Consolidated Entity

acauired property, plant and equipment by

means of finance leases. These acquisitions

are not reflecled in the statements of cash

Hlows. Aggregate fair value of leased assels

acguired - 168

23 Control over entities

Control was not gained or lost over any entity during the current period having a material effect on the profit for the
period.

24 Material interest in entities
There are no matertal interests in entitles which are not controlled entities.

25 Details of associates and joint venture entities
There are no associates or joint venture enfities.
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Compliance statement

1 This report has been prepared in accordance with AASB Standards, other AASE authoritative
oronouncements and Urgent Issues Group Consensus Views or other standards acceptable to
ASX
Identify other standards used

2 This report, and the accounts upon which the report is based (if separate), use the same
accounting policies.

3 This report does give a true and fair view of the matiers disclosed.

4 This report is based on accounts that are in the process of being audited.

5 If the audit report or review by the auditor is not attached, details of any qualifications will follow
immeadiately they are available.

6 The entity has a formally constituted audit committee.

SIGRBBIBT s Date: 26 August 2003

Director
Print name: A G Moufarrige
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