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DCS Technologies Limited is a company limited by shares,
incorporated and domiciled in Australia. lis registered office
and principal place of business is:

DCS Technologies Limited
Level 9, 356 Collins Street
Melbourne VIC 3000

A description of the nature of the company's operations and
its principal activities is included in the directors’ report.
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Letter from DCS Technologies Limited Chairman

Dear Shareholder

DES Technologies Limited has continued to make progress throughout the year with the New Zealand operations performing
profitably and the establishment of a joint venture company Shanghai Smart Service Company Ltd in China to issue prepaid
charge cards.

Capital was raised during the year with a placement of $2,500,000 and the conversion of debt to equity of $940,000 approved at
the General Meeting held on 15 June 2005. The company is now debt free.

We are continuing to concentrate on business development with a number of companies being considered as potential
acquisitions and expect to make an announcement shortly.

We are also developing proposals for additional capital raising to fund expansion opportunities within Australia and Asia Pacific
in line with our long held strategic view that DCS can acquire service relationships with many hundreds of thousands of
cardholders throughout Asia Pacific and will keep shareholders informed in due course.

Director Wes Ferguson has resigned from the board to concentrate on his other business interests and director John Love who
retires in rotation this year has advised that he will not be seeking re-election.

| encourage you to attend the meeting on 28 November 2005 and for those not attending | ask you to send a completed proxy
form to the company.

Yours sincerely

Peter Abotomeay
Chairman
21 October 2005
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The directors present their report tegether with the
consolidated financial statements of DCS Technologies
Limited being the Company and its controlied entities for the
year ended 30 June 2005 and the auditors’ report thereon.

Principal activities

The company’s principal activity during the year was provision
of information technology services to industry in "value
added” services.

Consolidated results

The net loss for the consolidated entity for the year ended
30 June 2005 was $ 42,594 {2004: net loss $59,578).

Dividend payment
The directors recommend that no dividend be declared or paid.

Review of operations

The company has operated in New Zealand in the full financial
year ended 30 June 2005 and this business has traded
profitably in the 2005 financial year. H has been successful in
winning new business with customers in Australia and New
Zealand, with the full effect on revenue siill o complete as the
customer programmes are implemented.

DCS entered into a Chinese joint venture with Shanghai Sand
Bankeard-Link Information & Service Co., Lid to creals
Shanghai Smart Service Co., Lid. The DBCS share of joint
venture start up expenses was $40,964.

Directors’ information

Significant changes in the state of affairs

A shareholders meeting convened on 15 June 2005 approved
the following resolutions:-

] aliotment of 20 million ordinary shares at $0.125 to FCPA
China Investments Limited, being 38.595% of voting
ordinary shares issued after all resolutions were approved;

fii] aliotment of 768,000 ordinary shares to Messrs Abotomey
& Ferguson, and 576,000 ordinary shares to Messrs Love
and Bass in consideration of services to 30 June 2005;

fiii} conversion of $940,000 debt to shares at $0.10.

There was no other significant change in the state of affairs
of the Company during the financial year, or arising since
30 June 2005 to the date of this report.

Events subsequent to balance date

Mr John J Geddes was appointed a director of DCS
Technologies Limited on 15 July 2005, Mr Geddes has
considerable financial and operational experience with FCPA
China Ihvestments Limited. FCPA China Investments Limited
have a right to appoint a further director (subject to
acceptability to the remainder of the Board) to the husiness
pursiant to an agreement sighed between the parties.

As of the date of these Financial Statements the Directors are
of the opinion that the Company is a going concern.

Except for the above matters, since the end of the financiat
year the directors are not aware of any matter or circumstance
not otherwise dealt with in the consolidated financial statements
that has or may significantly affect the operation of the
consoclidated entity, the results of those operations or the state
of affairs of the consolidated entity in subsequent financial years.

. QUALIFICATIONS. 30, JUNE 2006

DIRECTOR RESPONSIBILITIES SHAREHOLDING
OPTIONS
P Abotomey Chairman and Executive director  -* - "BSg, MBA | 2,218,000 - 3,750,000 -
DW Ferguson {Resigned 11 October 2005} Executive director - UEAKCD. : 2,118,600 . 3,750,000
J Love Non-executive director - BComm, MBA, - 601,000 L —
CPA, FCIS, FAICD .
J Geddes Non-executive director — —

Details of options are fully detailed at Note 18 in the financial statements.

Directors meetings

- MUMBER OF . 'NUMBER OF AUDIT -

NUMBER OF DIRECTOR NUMBER OF AUDIT NUMBE
MEETINGS ELIGIBLE DIRECTOR MEETINGS COMMITTEE - - COMMITTEE -
TOATTEND - 7 ATTENDED - MEETINGS ELIGIBLE 7' ' MEETINGS '
TO ATTEND ATTENDED
P Abotomey 12 & R
DW Ferguson 12 8
J Love 12 6

Remuneration Report

Directors and executive remuneration packages are
determined by the Board. Remuneration packages are set at
levels that are intended to attract and retain directors and
executives capable of managing the consolidated entity’s
operations. Whilst the company continues to deploy its
restructure strategy, remuneration of directors, the company
secretary and senior managers will be closely monitored.

Directors have not been remunerated in recent years whilst
strategies to commence the business restructure were
implemented. Remuneration in the form of shares was
proposed by resolution to shareholders at the General
Meeting conducted on 15 June 2005. Details of the nature and
amount of each of the emoluments of each director of DCS
Technelogies Limited, paid in accordance with the approved
resolution, are set out in the following tables.
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Non-executive directors of DCS Technologies Limited

NAME REMUNERATION PAID  SUPERANNUATION OTHER
L WHILST DIRECTOR

$ $ $
JLove T 72,000 — — —
J Geddes — — — — —
Executive directors of DCS Technologies Limited
P Abotomey e o — — e 96,000
DW Ferguson — — — 096,000
Other executive officers of DCS Technologies Limited
NAME REMUNERATION PAID SUPERANNUATION T OPTIONS ) OTHER L TOTAL

$ $ $ $ $
WBaee 72,000 L B I 72,000

There were no other employees of the company that form part of the executive management team as at balance date.

Company Secretary

Mr William Bass has held the position of company secretary
since 2003. His gualifications and experiehce are:

Fellow - Chartered Secretaries Australia
Fellow - Taxation Institute of Australia
Associate - Institute of Chartered Accountants

He has substantial experience as a compahy secretary with a
humber of leading Australian and international public and
private companies.

Auditors Independence Declaration

The lead auditor’s independence declaration for the year
ended 30 June 2005 has been received and can be found on
page 27.

The directors are satisfied that the provision of non-audit
services by the external auditors during the year is compatibile
with the reguirements for independence of auditors imposed
by the Corporations Act 2001, and did not compromise the
auditor’s independence as the nature of the services did not
compromise the generat principles relating to auditor
independence contained in Professional Statement F1:
Professional Independence as promulgated by the Institute of
Chartered Accountants in Australia and CPA Australia.

indemnification and insurance of officers

At the Annual General Meeting of the Company held on 30
May 2003 the shareholders resolved to approve the execution
of a Deed of Indemnity, Insurance & Access {'Deed’) with its
Directors in accordance with ordinary commercial practice.

% The Deed provides:

[a] that the Company wili indemnify its Directors against
ceriain liabilities, costs and expenses as permitted under
the Corporations Act 2001during each Directors period of
office and for a period of seven years afier a Director
ceases to hold office;

[b] the Company will use its best endeavours to obtain and
maintain a commercially prudent level of Directors and
Officers insurance during each Directors’ period of
directorship and for a period of seven years after the
director ceases to hold office;

[¢] the Company will in certain circumstances grant former
Directors access to books and records relating to their
period in office; and

[d] the Company will ensure that, where Directors seek
access to legal advice obtained by the Company during
their period in office, legal advice will be obtained for the
benefit of the Company and all of its Directors at that
time.

No indemnities have been given or insurance premiums paid,
or agreed to be paid, during or since the end of the financial
year, for any person who is or has been a director or officer of
the company.

Future developments

The directors propose to continue to explore and consolidate
loyalty card and smart card technology opportunities in the
Australia, New Zealand and Asian regions.

Environmental regulation

The consolidated entity is not subject to any significant
environmental regulation.

Signed in accordance with a resolution of the Board of
Directors.

Peter Abotomey
Birector

30 September 2005
Melbourne



The directors support and are commitied o maintaihing best
practice in Corporate Governance, pursuant to the Australian
Stock Exchange Corporate Governance Councils “Principles
of Good Corporate Goverhance”.

The Board may comprise from three to ten directors in
accordance with the Articles of Association and currently
consists of three directors.

in view of the size of the Company, the Directors have
considered that establishing committees for Board
nominations and remuneration levels of directors and senior
executives would contribute little to its effective management
and accordingly the nomination of new directors and the
setting or review of remuneration levels of directors and senior
executives are reviewed by the Board as a whole, and then
approved by resolution of the Board. Where the Directors
consider that particular expertise or information is reguired,
which is not available from within their number, then
appropriate external advice is taken and reviewed prior to final
decisions being made.

Your directors have been focussed on implementing measures
te ensure the short and medium term stability of the Group.
Your directors have departed from the Principles where the
Principles were not considered appropriate or relevant for the
business during this process. Application of the Principles,
including exceptions and the reasons for such departures are:-

Principle 1 - Foundations for management & board
oversight

1.1 The Company has not formalised functions reserved to
the Board and those delegated to management, as the
Board is maintaining close focus and practical
ihvolvernent on all aspects of the business.

Principle 2 - Structure of Board to add value

2.1 The Chairman is also the Chief Executive Officer {*"CEQ")
as elected unanimously by the non executive directors.

2.2 The Constitution provides for up to 10 Directors. The
Board considers that this mix is appropriate at this time

for the effective operation of the company.

2.3 The board comprises 3 members. No formal annual board
performance review has been conducted, although all
directors are of the view that the board functions
efficiently and effectively to discharge alt retevant

obligations

2.4 The non-executive independent directors did not meet in
scheduled sessions without the Executive Director and

Chairman, at their election

2.5 The Constitution does not prescribe the maximum length
of service before a non-executive director should retire.

The Board proposes 1o review this in the ensuing year

2.6 No director entered into business dealings that could

potentially constitute a confiict of interest.

2.7 With the exception of the Audit Commitiee, all other
matters of business including director nominations and
remuneration are considered within the normal busihess

of periodic director meetings.

Principie 3 - Promote ethical and responsible
decision making

3.1 The Company has not implemented a formal code of
conduct to guide directors the directors, CEO or other
key executives, in reflection of the small size of the
Company and close monitoring of all aspects of the
business by the Chairman/CEQ and the Board. The Board
proposes to review this as circumstances warrant.

3.2 The Company has hot implemented a policy concerning
trading in company securities. The Board proposes to
review this when the Company is granted re-quoting o
the ASX.

Principie 4 ~ Safeguard integrity in financial reporting

41 The Company has nhot implemented formal writien signoff
to the Board as to the integrity of the financial reports,
reflecting the current size of the operation and the
practical daily involvement of the Chairman/CEO and
other directors in the day to day operations. The Board
proposes to review this as circumstances warrant.

4.2 Al directors are members of the Audit Committee, and
audit committee functions are currently being undertaken
by the fuli board of directors. The full Board decides on

the following issues;

fii accounting policies, practices and disclosure;

fii] the scope and ouicome of the external audit;

fiii the link between the external auditors and the board;

fiv] the accuracy, timeliness and level of disclosure of
the company's published accounts;

ivl] compliance with the requirements of regulatory
authorities;

ivi] the recommendation to the board on the
appointment and remuneration of external auditors.

The Chairman/CEQ is a member of the Audit Committee.
His involvement on the Commitiee is considered o be
critical to the ability of the Commitiee io complete its
obligations. The Company does not have proposals to
amend this arrangement in the foreseeable futurs.

4.3

4.4 All non-executive directors have considerable relevant
financial experience in the practical operation of Audit
Committees, and the Company has accordingly not
implemented a formal charier as to how the Audit
Committee is to operate. The Board proposes to review

this as circumstances warrant.

Principie 5 -~ Make timely and balanced disciosure

51 The Company has not implemented formal writien
policies and procedures to ensure compliahce with ASX
Listing Rules. The Board proposes to review this in the
ensuing year.

TECHNOLOBIES -
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Principle 6 ~ Respect the rights of shareholders

8.1 The Company communicates via the ASX at least
guarterly to its shareholders with respect to its
performance and future expectations where not
previously advised. The Company will assess additional
use of its website in the ensuing year to promote better
shareholder communication.

6.2 The auditor attends each General Meeting and is
available to answer shareholder guestions on the conduct

of the audit and preparation of the auditors report.

Principle 7 - Recognise and manage risk

7.1 The Company is not of sufficient size to warrant a
committes separate to the Board to assess business risk
and implement appropriate mechanisms to manage risk.
While it is generally understood that a business
organisation needs to be exposed to some level of risk to
provide the returmns reguired by investors, it is important
that the risk exposure is identified and evaluated together
with any necessary actions for control. This risk is being
mahaged by the directors on a day io day basis and any
exposures are brought to the attention of the fult Board.

7.2 The Company has not adopted written reports to the
Board from the CEQO as to the existence of a sound
system of risk oversight ahd management and internal
control, as the directors individually and collectively have
close practical experience with all relevant aspects of the
business that override the practical need for this process.
The Board proposes 1o review this as circumstances
warrant.

Principle 8 ~ Encourage enhanced performance

8.1 The Company has not implemented performance
evaluation processes for the Board, the Audit Committes,
individual directors and key executives. The Board has
conducted a review and re-engineering of part of its New
Zealand operation, including reviewing and initiating
relevant management Key Performance Indicators. A
more formal process for board review will be investigated
as circumstances warrant.

Principie 9 - Remunerate fairly and responsibly

2.1

9.2

2.3

The Company has not remunerated either the Board or
key executives in the financial year, in recognition of the
subsiantial work required, and limited resources
available, to restore the business. Proposals for
compensation are detailed in the Notice of Annual
General Meeting. A more formal process for remuneration
assessment relative to performance will be investigated
as circumstances warrant.

For the reasons outlined above, the Company has not
implemented a Remuneration Committee. This will be
reviewed as circumstances warrant.

Any compensation payable to directors, as fully detailed
in this Annual Report, is dependent oh agreed commercial
milestones being met within prescribed timeframes.

The milestones were agreed at a previous Annual General
Meeting, and are reasonable and appropriate to the
Company’s circumstances. Further amendments will be
considered as circumstances warrant.

Principie 10 - Recognise the iegitimate interests of
stakeholders

10.1 The Company has not implemented a formal code of

conduct to guide compliance with legal and other
cbligations to legitimate stakeholders. This will be
reviewed as circumstances warrant.
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S 2008 - 2004 . 2005 - o 2004 -

No\tes $ ................ $ P $ ............... $ .
REVENUE FROM ORDINARY ACTIVITIES 2 1,641,717 U H112,010 . 4,354
Employee costs S (648,408) . {537,911) {336,000
Depreciation and amortisation expense {104,666) L 88,058) . - (235) R
Borrowing costs expense {146,342) . {109,668} (146,342) " (109,668) -
Consultants fees (9,347) {61,872 9,347} _'._'_{61,672)
Other expenses from ordinary activities {675,548} _ “”(379,281) ' (741,052 {12,671) )
LOSS FROM ORDINARY ACTIVITIES BEFORE RSP = ISP R TR
INCOME TAX EXPENSE {42,594} L (69,578 - (1,228,622 Ce{182,116) -
Income fax expenss T o IR S
LOSS FROM ORDINARY ACTIVITIES AFFTER -~ 70 D LT e
INCOME TAX EXPENSE {42,594) {58,578} {1,228,622) {182,118)
NET LOSS ATTRIBUTABLE TO MEMBERS OF LT L L e
DCS TECHNOLOGIES LIMITED S ¥ A {42,594} __ {59,578) {1,228,622) _ {182,116)
TOTAL CHANGES IN EQUITY OTHER THAN e R IR
THOSE RESULTING FROM TRANSACTYIONS e T ] S e
WITH OWNERS AS OWNERS 18 {42,594} {58,578} {1,228,622) {182,118)

The above Statement of Financial Position should be read in conjunction with the accompanying notes.
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_ ._ 2005 o 2004 2005 . 2004 -

Na\tes . $ ............... $ o $ ............... $ -
CUBRRENT ASSETS P PR SR
Cash assets B 1,388,178 0154206 - 1,243,304
feceivables 6 400,960 166,226 50,160
Other 7 2 205 . oo sa
TOTAL CURRENT ASSETS e 1,766,343 1,203,464 38,978
NON-CURRENT ASSETS D T
fleceivables 8. — 512,546 . 1 274,219
Other financial assets _: o8 : — 1,351,100 .:' 1,351,100 :
Plant and equipment 10 300,448 8,318 AR — -
interest in joint venture entity 1,272,665 e — 1,272,665 —
oo wores o10.028 AR -
TOTAL NON-CURRENT ASSETS 2,069,879 567,010 3,144,629 2625319
TOTAL ASSETS 3,836,222 880,542 4,438,003 0,664,207
CURRENT LABILITIES e e e
Payables 92,830 97,073 19,422 :
Interest bearing liabilities 196,412 D 775,000 - 106,412 775,000
o e ot i »
TOTAL CURRENT LIABILITIES 207,108 879,418 215834 785,000
TOTAL LIABILITIES 207,108 879,418 215834 785,000
NET ASSETS 3,539,114 10,124 4,222 959 1,879,297
EQUITY . S e T
Contributed equity CL160 16,542,326 12,970,742 16,542,826 12,970,742
Accumulated losses 17{a) (13,003,212} - (1_2,9_60,_5__1.8)___*..' (12,320,067} {11,091,445)
ﬂesemes 1 ?(b} _ F -_ _ P _
TOTAL EQUITY 18 3,539,114 10,124 4,002,959 1,879,297

The above Statement of Financial Position should be read in conjunction with the accompanying notes.
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CONSOLIDATED PARENT ENTITY
2005 - o 2004 - 20605 . oo 2004 - -
Notes s F $ s F $

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers

1,336,002 1,185,550 —

Payments to suppliers (988,772 . (1,973,035) .. {755,757) .:'.': - {814,031)
Interest received 3,533 . 1,895 - 3,533 ... 1,805 .

Borrowing costs

(130,602)  (100.409) (139,602) (109,409)

NET CASH OUTFLOW FROM L B
OPERATING ACTIVITIES 201,161 {894,969} {891,826} {921,545)
CASH FLOWS FROM INVESTING ACTIVITIES R, e
Payments for property, plant and eguipment {335,576} {8,552 - L —
Loans to related parties — 761,673 . -
NET CASH OUTFLOW FROCM L
INVESTING ACTIVITIES (335,576} 753,121 —
CASH FLOWS FROM FINANCING ACTIVITIES RS
Proceeds from issue of shares . . 2,500,000 2,500,000

Proceeds from borrowings N 421,412 421,412

Repayment of borrowings . : {60,000} {60,000}

Joint venture funding contribution {1,313,629) (1,313,629)

introduction fee — capital subscription {125,600} _ L= {125,000) e S
Share issue cosis {79,416} .' — {79,416) .' -
NET CASH INFLOW FROM e e
FINANCING ACTIVITIES 1,343,367 525,000 1,343,367 525,000
NET (DECREASE)/INCREASE IN CASH HELD 1208952 . (377,087) . 1,204,662 . {306,545)
Cash at the beginning of the financial period 154,226 T 531,313 3642 T 435,187

Cash at the end of the financial period 1,363,178 154,226 1,243,304 38,642

NON-CASH FINANCING ACTIVITIES a0 940,000 — 040,000 _

The above Statement of Cash Flows should be read in conjunction with the accompanying notes.
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1. Summary of significant accounting policies

This general purpose financial report has been prepared in
accordance with Australian Accounting Standards, other
authoritative pronocuncements of the Australian Accounting
Standards Board, Urgent Issues Group Consensus Views and
the Corporations Act 2001.

it is prepared in accordance with the historical cost
convention, except for certain assets which, as noted, are at
valuation. Unless otherwise stated, the accounting policies
adopted are consistent with those of the previous year.

{a) Going concern

As of the date of these Financial Statements the Directors are
of the opinion that the Company is a going concern, and is
able to meet its debts and commitments as they fall due.

{b)} Principies of consolidation

The consolidated financial statements incorporate the assets
and liabilities of all entities controlied by DCS Technologies
Limited ("company” or “parent entity”) as at 30 June 2005 and
the resuits of all controlled entities for the year then ended.
DCS Technologies Limited and its controlled entities together
are referred to in this financial report as the consolidated
entity. The effects of all transactions between entities in the
consolidated entity are eliminated in full.

Where control of an entity is obtained during a financial vear,
its results are included in the consolidated statement of
financial performance from the date of when control
commences. Where control of an entity ceases during a
financial year its results are included for that part of the year
during which control exists.

Investments in associates are accounted for in the
consolidated financial statements using the equity method.
Under this method, the consolidated entity’s share of the
profits or losses of associates is recoghised as operating
income or expense in the consolidated statement of financial
performance, and its share of movement in reserves is
recognised in consolidated reserves. Associates are those
entities over which the consclidated entity exercises
significant influence, but not control.

{c) iIncome tax

Tax effect accounting procedures are followed whereby the
income tax expense in the statement of financial performance
is matched with the accounting profit after allowing for
permanent differences. The future tax benefit relating to tax
losses is not carried forward as an asset unless the benefit is
virtually certain of realisation. Income tax on cumulative timing
differences is set aside to the deferred income tax or the
future income tax benefit accounts at the rates which are
expecied to apply when those timing differences reverse.

{d) Foreign currency translation
{i} Transactions

Foreign currency transactions are initially translated into
Australian currency at the rate of exchange at the date of
transaction. At balance date amounts payable and receivable
in foreign currency are translated to Australian currency at
rates of exchange current at that date. Resulting exchange
differences are brought to account in determining the profit or
loss for the year.

{ii} Specific commitmenis

Hedging is undertaken as the Company seeks to avoid or
minhimise possible adverse financial effects of movements in
exchange rates on certain transactions. Gains or costs arising

upon entry into a hedging transaction intended to hedge the
purchase of goods or services, together with the subseqguent
exchahge gains and losses resulting from those transactions
are deferred up to the date of the purchase and sale and
included in the measurement of purchase and sale. In the
case of hedges of monetary items, exchange gains or losses
are brought into account in the financial year in which the
exchange rate changes. Gains or costs arising at the time of
entering into such hedging transactions are brought to
account in the statement of financial performance over the life
of the hedges.

When anticipated purchase or sales transactions have been
hedged, actual purchases or sales which occur during the
hedged period are accounted for as having been hedged until
the amounts of those trahsactions are fully allocated against
the hedged amounts.

In those circumstances where a hedging transaction is
terminated prior to maturity because the hedged transaction is
no longer expected to occur, any previously deferred gains
and losses are recognised in the statement of financial
performance on the date of termination.

{ili} General commitments

Exchange gains or losses on other hedge transactions are
brought into account in the statement of financial perfermance
in the financial vear in which the exchanhge rate changes.
Gains or costs arising on entry into hedges of general
commitment are brought to account at the time of entry into
the hedges and are amortised over the lives of the hedges.

(e} Acquisitions of assets

The purchase method of accounting is used for all
acquisitions of assets regardiess of whether equity
instruments or other assets are acquired. Cost is measured as
the fair value of the assets given up, shares issued or labilities
undertaken at the date of acquisition plus incidental costs
directly attributable to the acquisition. Where equity
instruments are issued in an acquisition, the value of the
instruments is their market price as at the acquisition date.
Transaction costs arising on the issue of equity instruments
are recoghised directly in equity. Where settlement of any part
of the cash consideration is deferred, the amounts payable in
the future are discounted to their present value as at the date
of acquisition. The discount rate used is the incremental
borrowing rate, being the rate at which a similar borrowing
could be obtained from an independent financier under
comparable terms and conditions.

Goodwill is brought to account on the basis described in
Note 1{t).

(f) Revenue recognition

Amounts disclosed as revenue are net of returns, trade
allowances ahd duties and taxes paid. Revenue is recognised
when the economic entity's switching or other services are
utitised under a service confract.

s,

(g} Receivables

All trade debtors are recognised at the amounts receivable as
they are due for setilement no more than 30 days from the
date of recognition.

Collectability of trade debtors is reviewed on an ocngoing
basis. Debis which are known to be uncoliectable are written
off. A provision for doubtiul debts is raised where some doubt
as io collection exists and in any event when the debt is more
than 60 days overdue.



"TECHNOGLOGIES -

{h} Recoverable amount of non-current assets

The recoverable amount of an asset is the net amount
expecied to be recovered through the net cash inflows arising
from its continued use and disposal. Where the carrying
amount of a non-current asset is greater than its recoverable
amount, the asset is revalued to its recoverable amount.
Where net cash inflows are derived from a group of assets
working together, recoverable amount is determined on the
basis of the relevant group of assets. To the extent that a
revaluation decrement reverses a revaluation increment
previously credited to, and still included in the balance of, the
asset revaluation reserve, the decrement is debited directly to
that reserve. Otherwise the decrement is recognised as an
expense in the profit ahd loss statement.

Unless otherwise stated, the expected net cash flows included
in determining recoverable amounts of non-current assets are
hot subject to discounting.

(i} Investments

interests in listed and unlisted securities, other than controlied
entities and associated in the consolidated financial
statements, are brought to account at cost and dividend
income is recognised in the statement of financial
performance when receivable. Controlled entities and
associates are accounted for in the consolidated financiat
statements as set out in note 1{b}

(i) Depreciation of plant and equipment

Depreciation is calculated on a straight line basis to write off
the net cost or revalued amount of each item of plant and
equipment over its expected useful life to the Company.
Estimates of remaining useful lives are made on a regular basis
for all assets, with annual reassessments for major items. The
expected useful life for plant and equipment is 3 to 5 years.

Major spares purchased specifically for particular plant are
capitalised and depreciated on the same basis as the plant to
which they relate.

Fixed assets are depreciated from the moment they are
brought into use.

(k) Leasehoid improvements

The cost of improvements to or on leasehold properties is
amortised over the unexpired pericd of the lgase, or the
estimated useful life of the asset of the improvement to the
company, whichever is the shorter. Leasehold improvements
held at the reporting date are being amortised over 5 years.

(I} Lease non-current assets

A distinction is made between finance leases which effectively
transfer from the lessor to the lessee subsiantially all the risks
and benefits incident to ownership of leased non-current
assets, and operating leases under which the lessor

effectively retains substantially ali such risk and benefits.

Finance leases are capitalised. A lease assets and liabilities
are established at the present value of minimum lease
payments. Lease payments are allocated between the
principal component of the lease liability and the interest
expense,

The lease asset is amortised on a straight line basis over the
term of the lease from the moment the asset is brought into
use, or where it is likely that the consolidated entity will obtain
ownership of the asset, the life of the asset. Lease assets
held at reporting date are being amortised over three years.

Operating lease payments are charged to the statement of
financial performance in the pericds in which they are
incurred, as this represents the pattern of benefits derived
from lease assets.

(m) Trade and other creditors

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

(n) Maintenance and repairs

Maintenance, repair costs and minor renewals are charged as
expenses when incurred.

(o} Employee entitlements

The Company has adopted the revised Australian Accounting
Standard AASB 1028 (Employee Benefits}, which has resulted
in a change to the accounting policy for the measurement of
employee benefit liabilities. Previously the consolidated entity
measured the provision for employee benefits based on
remuneration rates at the date of recognition of the liability.
Ih accordahce with the requirements of the revised standard,
the provision for employee benefits is now measured based
on the remuneration rates expecied o be paid when the
liability is settled. The quantified effect of the change in policy
is immaterial.

(p} Borrowing costs

Borrowing costs are recoghised as expenses in the period in
which they are incurred, except where they are included in the
cost of gualifying assets.

Al borrowing costs during the period relate to finance lease
charges.

(g} Cash

For purposes of the statement of cash flows, cash includes
deposits at call which are readily convertible to cash onh hand
and are subject to an insignificant risk of changes in value, net
of outstanding bank overdrafis.

(1) Earnings per share

The consolidated entity has applied AASB 1027, (Earnings Per
Share) {issued June 2041} from 1 July 2001.

Basic earnings per share

Basic earnings per share are now calculated as net profit or
loss, rather than excluding extraordinary items.

Biluted earnings per share

Diluted EPS are now calculated by only adjusting the basic
EPS earnings for the after tax effect of financing costs and the
effect of conversion to ordinary shares associated with 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 how
includes the number of ordinary shares assumed to be issued
for no consideration in relation to dilutive potential ordinary
shares, rather than the total number of dilutive potential
number of ordinary shares. The number of ordinary shares
assumed to be issued for no consideration represents the
difference between the number that would have been issued
at the exercise price ahd the number that would have been
issued at the average market price.

The identification of dilutive potential ordinary shares is how
based on net profit or loss from continuing ordinary
operations, not profit or loss before extracrdinary items and is
applied on a cumulative basis, taking inte account the
incremental earnings and incremental number of shares for
each series of potential ordinary share.
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{s} Interests in Joint Ventures

The ecohomic entity accounts for its interest in the Chinese
joint venture with Shanghai Sand Bankeard-Link Information &
Service Co., Ltd to create Shanghai Smart Service Co., Ltd
using the investment method.

(t) Goodwill

Where an entity or operation is acquired, the identifiable net
assets acquired are measured at fair value. The excess of the
fair value of the cost of acquisition over the fair value of the
identifiable net assets acqguired, including any liability for
restructuring costs, is brought to account as goodwill and
amortised on a straight line basis over six years, being the
period during which the benefits are expected to arise. The
cost of acquisition is discounted as described in Note 1{e)
where settlement of any part of cash consideration is deferred.

2. Revenue from ordinary activities CONSOLIDATED PARENT ENTITY
2005 2004 2005 2004
$ $ $ $
REVENUES FROM OPERATING ACTIVITIES L e
Fovente 589,594 RS .
REVENUE FROM OUTSIDE THE '
OPERATING ACTIVITIES
Sub-lease rentals — —
interest 3,531 3,53
Licence fees 837,012 —
Foreign exchange gains 15,819 823
Other 65,761 T B
952,128 4388 1,895
TOTAL REVENUE FROM ORDINARY ACTIVITIES 1,541,717 1,112,010 4354 1,895
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3. Operating loss

Net gains and expenses

Profit from ordinary activities before income tax expense includes the following net gains and expenses:

NET GAINS
Net gains/{loss} on disposal of plant and equipment
EXPENSES

Loss from ordinary activities before income tax expense
includes the following specific expenses.

DEPRECIATION
Plant and equipment
Amortisation of Goodwill
TOTAL AMORTISATION AND DEPREGIATION
OTHER CHARGES AGAINSYT ASSETS
Bad debts
Loans forgiven
Borrowing costs
Finahce charges paid
OTHER PROVISIONS
Employee entitlements
RENTAL EXPENSES RELATING TO OPERATING LEASES
INDIVIDUALLY SIGNIFICANT ITEMS
EXPENSES
Deed of Company Arrangement costs
Foreign exchange losses

CONSOLIDATED PARENT ENTITY
2005 . 2004 2005 . 2004 -
SO . s s
2,774 —
52,206 235
52,460 —
104,666 235
72,253 —
— 517,044
146,342 146,342
92,094 _
4272 — — —




4. Income tax

The aggregate amount of income iax attributable to the financial period differs from the amount calculated on the operating
loss. The differences are reconciled as follows:

CONSOLIDATED PARENT ENTITY
2005 2004 2005 2004
$ $ $ 8

{oss from ordinary activities before income tax {42,594} - -_'_".._.{59,?58) {1,228,622) .:' {182,116)
Income tax calculated at 30% (12,778) . (17,927) . (368,587) [ (54,635) -
Tax effect of permanent differences:
Sundry items 15,768 15,780 15,768 15,780
Income tax adjusted for permanent differences 2,990 T {2,147y {352,819) . (38,855)
Net future income tax benefit not brought to account (2,990) 2,147 352,819 38,855

income tax expense — — — —

Potential future income tax benefits estimated at $ 3,301,910 {2004 $2,649,847) for the consolidated entity and $3,227,092 (2004:
$2,401,644) for the parent entity, attributable to tax losses carried forward have not been brought to account because the
directors do not believe it is appropriate to record the realisation of the future income tax benefits as virtually certain. The
benefits will only be obtained if:

() the parent entity or its controlled entities derive future assessable income of a nature and of an amount sufficient to enable
the benefit from the deductions for the losses io be realised;

(i} the parent entity or its controlled entities continues to comply with the conditions for deductibility imposed by tax legistation
in both Australia and New Zealand; and

{iii) no changes in tax legislation adversely affect the parent entity or its controlled entities in realising the benefit from the
deductions for the losses.

5. Current assets ~ cash assets

CONSOLIDATED PARENT ENTITY
2005 0. 2004 2005 2004
$ — o - $ $ ..... o $ -
Cash at bank and on hand 1,363,178 154206 1243308 38,642
The above figures are as shown in the statement of cash flows.
6. Current assets - receivables e
Trade debtors 361,116 212,100 —
Provision for doubtful debts (10,316) .. {45,874) - —
Other receivables 50,160 o e so10 o
200060 166226 0160 —

These amounts generally arise from transactions within the usual operating activities of the consolidated entity.
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7. Current assets - other

CONSOLIDATED PARENT ENTITY
2005 2004 2005 2004
$ $ $ $
Prepayments 2205 Ly ,_744._.'-.: — L
Sundry — 336 —
s 2,080 —
8. Non-current assets - receivables . - L e
Loans to controlled entities — — 512,546 1,274,219
9. Non-current assets - other financial assets
OTHER {NON-TRADED) INVESTMENTS .
Shares in controlled entities at cost - — 1,351,100 . 1,351,100 )
10. Non-current assets - plant and equipment
PLANT AND EQUIPMENT AT COST 104,658 .. 83,743 . 8,852 e
Less accumudated depreciation {85,248) {75,905} (234) —
wat0 7538 sms —
SOFTWARE AT COST 350,224 - 35,562 — 3
Less accumudated amortisation {69,186) {25,616} — —
wioss 0945 e —
so0das pp—— oms —

RECONCILIATIONS

Reconciliations of the carrying amounts of each class of property, plant and equipment at the beginning and end of the financial

year are set out below:

2005 2004 _
Plant&  Software - Plant & - Software "
equipment . oo - equipment . oo
$ L $ $ L $
CONSOLIDATED o i
Carrying amount at 1 July 2004 7.838 s 3'9,946 9,492
i Additions 22,082 314,662 7,088 e
' Disposals (2,774 (3,762) . —
Depreciation/amortisation expense {note 3} (8,636) {43,570 " 4,980) .{25,61 6}
Carrying amount at 30 June 2005 19,410 ' ' 7,838 ' )
PARENT ENTITY
Carrying amount at 1 July 2004 — —
Additions 8,553 —
Disposals e — e S
Depreciation/amortisation expense {note 3} {235) " — — " —
Carying amount at 30 June 2005 eas — ——— —
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11. Non-current assets - interest in joint venture

CONSOLIDATED PARENT ENTITY
2005 L2004 2005 o '2{304
g e g g §
Investment made during the year 1818620 - 1818620 . —
Less — share of loss to 30 June 2005 {40,964} — {40,964) —
Toroses — Tomoees —

DCS Technologies Limited acquired a 58% joint venture interest in Shanghai Smart Service Co., Lid during the year, which
enabled the pursuit of opporiunities within the emerging China market for loyaity systems, charge card, and smart card
technology. Joint venture losses to 30 June 2005 substantially attribute to business establishment.

12. Non-current assets ~ Intangible assets

Goodwili 1,510,362 01,510,862 " -

{ ess: recoverable amount write down (399,081) e {399,081) —

{ess: accumulated amortisation (614,515) o {562,055) .' - -
266,765 S 549,226 . T —

13. Current liabilities ~ Payables

Trade creditors 37,735 - 44,209 - p
Other creditors 55,005 52,864 19,422 10,000
92,830 97,073 19,422 10,000

14. Current liabilities — Interest bearing liabilites _ :
Secured loans 196,412 775,000 196,412 775,000

The loans are secured by mortgage debenture over the assets of the company. Interest is payable monthly at the rate of 15%
per annum. The loan was repaid in full on 11 July 2005.

15. Current liabilities - Provision s
Employee entitlements 7,866 7,345 — —
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16. Contributed equity

PARENT ENTITY PARENT ENTITY
2005 - 2004 - 2005 2004
shaRES SHARES g s -
Ordinary shares - fully paid 51,819,090 19,731,060 16,542,326 12,970,742

Movements in share capital since 30 June 2004 were as follows:

DATE DETAILS SHARES ISSUE PRICE % ’
1/07/04 Balance 19,731,990 12,970,742
30/6/05 Ordihary shares issued ©.22,688,000 $0.125 2,836,000
9,400,000 $0.100 .. 940,000

rsactonesss IR ooang

30/06/05 Balance 51,819,990 16,542,326

The additional ordinary share issue were approved by shareholders at a General Mesting of the Company held on 15 June 2005,

Ordinary shares

Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the company in proportion to
the number of shares held.

On a show of hands each holder of ordinary shares present at a meeting in person or by proxy is entitled to one vote, and upon
a poll each share is entitled to one vote.

Options

No options were granted or exercised during the 2004 or 2005 financial year.

At the Annual General Meeting of the Company on 30 May 2003, options were granted to certain shareholders of DCS
Technologies Limited as foilows--

NUMBER OF OPTIONS " EXERCISE OPTION . CONDITION FOR EXERCISE CLASS OF INSTRUMENT OVER
PRICE - CENTS EXPERAT!ON WH!CH OPYION GRANYED
1,500,000 27 3{} June 2006 ' Company to raise $1.4 million Cap;tai options

8,000,000 - w27 30 June 2008 Volume weighted average $0.15 options to acquire, fu!iy_'-_--_-
e e - S e UL price of DCS ordinary shares pa:d on:imary shares ERTRRT
U exceeds $0.15 on 10

cohsecutive trading days

prior to 30 June 2006

8,000,000 - w27 30 June 2008 Volume weighted average $0.25 options to acquire fully -
AT - s UL phice of DCS ordinary shares paict ordinary shares ©-- - ..

" exceeds $0.25 on 10 TSR SRR

cohsecutive trading days

prior to 30 June 2006

At 30 June 2005 the interests in shares and options held by the directors directly or by direcior-related entities were as follows:-

DIRECTOR ."._'_FULLY PAIDY OPTIONS QVER -
. ORDINARY - . ORDINARY .

SHARES SHARES
P Abotomey 12,218,000 :3;_750,000
DW Ferguson {Resigned 11 October 2005} e 2,118,000 3,750,000

J Love 601,000 Nit




16. Contributed equity (continued)
Options over ordinary shares are held as follows:-

. EXERGISE -

..... NUMBER .

CLASS DIRECTOR EXPIRY
PRICE S HELD
Class 1 options {a) P Abotomey s - $002? 30 June 2006 ."'.:_'__'_?5{},0{)()
DW Ferguson $0.027. - 30 June 2006 C 750,000
Class 2 options {b) P Abotomey SR _'$O._02?-._"' 30 June 2006 U 1,500,000
DW Ferguson . " 80 June 2008 1 500,000 -
Other 30 June 2006 - 3,000,000 .
Class 3 options {c) P Abotomey 30 June 2006 '1.__'_'1_,500,0{)0
DW Ferguson 30 June 2006 - 1 /500,000
Other 30 June 2006 3,000,000
TOTAL 13,500,000

{a} Options exercisable only when the Company has raised, no later than 30 June 2008, at least $1.4 million

{b} Options exercisable only if the volume weighted average price of the Company’s ordinary shares exceeds $0.15 on

10 consecutive trading days in any calendar month prior to 30 June 2006

{c} Options exercisable cnly if the volume weighted average price of the Company’s ordinary shares exceeds $0.25 on

10 consecutive trading days in any calendar month prior to 30 June 2606.

17. Accumuiated losses and reserves

CONSOLIDATED PARENT ENTITY
2005 2004 2005 2004
$ $ $ $
{a) Accumulated losses SO e
Accumultated losses at the beginning of the financial year (12,960,618} {12,901,040) {11,091,445) {10,809,329) -
Net loss attributable to the members of DCS e e
Technologies Limited {42,594) {59,578} {(1,228,622) {182,116)
ACCUMULATED LOSSES AT THE END OF THE YEAR (13,003,212} {12,960,618) {12,320,067) {11,001,445)
{b} Foreign currency translation reserve
Balance at the beginning of the year — —
Net exchange difference on transtation of
Foreign controlied entities — — — —
Balance at the end of the year e — e —
18. Equity T _ . .
Total equity at the beginning of the financial year 10,124 68,702 1,879,297 - 2,061,413 -
Total changes in equity recognised in the statement e ST
of financial performance {42,594} CoooeesTyy. - (1,228,622 - (1B2,118)
Movement in foreign currency transtation reserve — e _ e _ :
Transactions with owners as owners: DT T
Contributions of equity, net of transaction costs 3,571,584 — 3,571,584 —
Total equity at the end of the year 3,538,114 10,124 4,002,959 1,878,297

. Bl
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19. Financial instruments

{a} Credit risk exposures

The credit risk on financial assets of the entity which have been recognised on the statement of financial position, other than
ihvestments in shares, is generally the carrying amount, net of any provisions for doubtful debts.

Bank bills which have been purchased at a discount to face value, are carried on the statement of financial position at an
amount less than the amount realisable at maturity. The total credit risk exposure of the entity could alse be considered to
include the difference between the carrying amount and the realisable amounts {refer note 5j.

For off-balance sheet financial instruments, including derivatives, which are deliverables, credit risk also arises from the potential

tailure of counter parties to meet their obligations under the respective contracts at maturity. A material exposure arises from
forward exchange contracts and the consolidated entity is exposed 1o loss in the event that counter parties fail to deliver the

contracted amount

{b) Interest rate risk exposure

The consolidated entity’s exposure to interest rate risk and the effective weighted average interest rate by maturity period for

each class of financial assets and financial liabilities is set out in the following table.

Exposures arise predominantly from assets and liabilities bearing variable interest rates as the consolidated entity intends to
hold fixed rate assets and liabilities to maturity.

2005 FIXED INTEREST MATURING IN:
-+ FLOATING T NON-
o __IR'F_ERES? 1 YEAR ST OVER T INTEREST
] : -RA'F_E' OR LESS BEARING
NOTES R $ $ $
FINANCIAL ASSETS T
Cash and deposits 5 1,363,178 — —
Receivables 6 — — — 400,960
. a63178 — — 00950 1764138
Weighted average interest rate e 2.0%. e
FINANCIAL LIABILITIES T T
Trade and other creditors 13 S — — 92,830 = " 92,830
Secured loans 14 — 196,412 — — g 96,412 '
] — 196,412 — 92,830 280,242
Weighted average interest rate T 0% 150% - _ L
Net financial assets (liabilities) 1,363,178 (196,418 — 308,130 1,474,896
2004 FIXED INTEREST MATURING IN:
: .:__.FLOAYING L NON-
1 YEAR T QVER 1 - INTEREST
ORLESS TOSYEARS.  BEARING
NOTES $ L $ ) $
FINANCIAL ASSEYTS e
Cash and deposits 5 — — 154,226
Receivables 6 — — — 166,226 166226
e — 166225 320452
Weighted average interest rate ' e
FINANCIAL LIABILITIES R
Trade and other creditors 13 ) — . — Q7,073 L ."..:97,{}73
Secured loans 14 .' — 775000 . — — ”'7'75,000 .
............... — se0 orora  sr207s
Weighted average interest rate L2 0% 15.0% -0 — — e —
Net financial assets/(iabilitesy 154,206 (7750000 . — 69,153  (551,621)
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19. Financial instruments {continued}

{c) Net fair vaiue of financial assets and liabilities
{1} On-balance sheet

The net fair value of cash and cash equivalents and non-interest bearing financial assets and financial liabilities of the
consolidated entity approximates their carryving amounts.

The het fair value of other monetary financial assets and financial labilities is based upon market prices where a market exists
or by discounting the expected future cash flows by the current interest rates for assets and liabilities with similar risk profiles.
Equity investments traded on orgahised markets have been valued by reference to market prices prevailing at balance sheet
date. For non-traded equity investments, the net fair value is an assessment by the directors based on the underlying net assets,
future maintainable earnings and any special circumstances pertaining to a particular investment.

{2} Off-halance sheet

For forward exchange contracts, the net fair value is 1aken to be the unrealised gain or loss at balance sheet date calculated by
reference to the current forward rates for contracts with similar maturity profiles.

The carrying amounts and net fair values of the economic entity’s financial assets and liabilities at balance date are:

CARRYING AMOUNT NET FAIR VALLUE

2005 '_"_'2004 2005 o '2{304
ON-BALANGE SHEET FINANCIAL INSTRUMENTS $ S $ 3 o 5
FINANCIAL ASSETS S
Cash 1,363,178 L 1,363,178 154,206
Trade debtors 400,960 - 166,226 400,960 .. 166,226 -
Other debtors 2,205 2,080 2,205 '
NON TRADED FINANCIAL ASSEYS 1,766,343 322,532 ' 1,766,343
FINANCIAL LIABILITIES -': SR, .
Trade creditors 92,830 L 97,073 82,830
Secured loans 186,412 775,000 186412
NON-TRADED FINANCIAL LIABILITIES 280,242 872,073 ' 289,242 872,073 '
20. Remuneration of directors

CONSOLIDATED PARENT ENTITY

2005 2004 2005 2004

$ % 3 %

Income paid or payable, or otherwise made available,
to directors by the company and related parties in o o ” o
connection with the management of affairs L S L S
of the company 264,000 — 264,000 —

The numbers of parent entity directors whose total income from the parent entity or related parties was within the specified
bands are as follows:

$ $ 2005 2004

0 - 9,999 I
70,000 - 79,9990 1 — o
80,600 - 98,009 2 —

21. Remuneration of executives

EXECUTIVE OFFICERS OF
THE CONSOLIDATED ENTITY

EXECUTIVE OFFICERS
OF THE PARENT ENTITY

Remuneration received from the entity whose
remuneration was at least $100,000




"TECHNOGLOGIES -

22. Remuneration of auditors
Remuneration of the auditors of the parent entity or any entity in the consolidated entity:

CONSOLIDATED
2005 2004 2005 2004
$ $ $ $
Auditors of the parent entity ST, e BN
Auditing the financial report 18,045 18,045
Other — —
18,045 . 16,900 - 18,045
Other auditors S L "
Auditing the financial report 11,865 14,700 " - —
29410 31,600 18045 11,900

23. Commitments for expenditure

Capital commitments
There are no commitments for the acquisition of plant and equipment contracted for at the reporting date.

Operating leases
There are no commitments for minimum lease payments in relation to non-cancellable operating leases .

Finance leases
There are no commitments in relation to financial leases.

24. Employee entitlements e e
2005 . 2004 2005 - 2004 -

NUMBER TUUNUMBER NUMBER TUUNUMBER
Employee numbers L .. o L g
Average number of employees during the financial year 12 12 — —

25. Reiated parties
Directors

The names of persons who were directors of the company for the full financial period are Messrs Peter K Abotomey, Desmond
Wesley Ferguson & John R Love. Mr John J Geddes was appointed a director oh 15 July 2005. Mr Desmond Wesley Ferguscn
resigned on 11 October 2005.

Remuneration

information on remuneration of directors is disclosed in note 20.
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25. Related parties {continued)

Transactions of directors and director-related entities concerning shares or share options

No shares or share options of DCS Technologies Limited were acquired or disposed of by directors of the company or
consolidated entity or their director-related entities from the company:

Share and share option holdings of directors

Aggregate numbers of shares and share options of DCS Technologies Limited held direcily, indirectly or beneficially by direciors
of the company or consolidated entity or their director-related entities at batance date:

PARENT ENTITY PARENT ENTITY
2005 NUMBER 2004 NUMBER

Ordinary shares 4,937,000 ".'1,525,00{) :

Options over ordinary shares 7,500,000 7,500,000

There were no amounts payable to or receivable from directors and their director-related entities at balance date:

Wholiy-owned group

The wholly-owned group consists of DCS Technologies Limited and its wholly-owned controlled entities, Loyalty Management
Systems Pty Ltd, MarketSMART International Limited, MarketSMART {NZ2} Limited and Mainstreet Marketing Group Limited.

Aggregate amounts receivable from entities in the wholly-owned group at batance date:

PARENT ENTITY PARENT ENTITY
2005 ......... 2004 -

$ $

Non-current receivables (foans) — h '1,2?4,2‘!9 "

These loans are interest free and there are no fixed terms for payment of principal on the loans advanced

28. Investments in controlied entities
EQUITY HOLDING

COUNTRY OF . GLASS OF - 2005 2004

NAME OF ENTITY INCORPORATION SHARES % %
Loyalty Management Systems Pty Ltd Australia _(}rdinary___.'j__ 100 L
MarketSMART Internationat Limited Australia f :: - Ordinary - 100

MarketSMART International {NZ) Limited New Zeatand - -'-Qrdinary__'_"' 100

Mainstreet Marketing Group Limited New Zealand Orclinary 100

MarketSMART Internationat {N2) Limited is a wholly owned subsidiary of MarketSMART International Limited

{an D Riley has not acted as auditor of Loyalty Management Systems Pty Lid as this company is hot required to prepare
statutory accounts. lan D Riley has acted as auditor of MarketSMART International {NZ) Limited. Mainstreet Marketing Group
Limited has not traded during the vear and its Financial Statements have not been audited.

%gz
G

27. Events occurring after reporting date

Since the end of the financial year the Directors are not aware of any matter or circumstance not otherwise dealt with in these
financial statements that has significantly or may significantly affect the operation of the consolidated entity, the results of those
operations, or the state of affairs of the consclidated entity in subsequent financial years.

As of the date of these Financial Statements the Directors are of the opinionh that the Company is a goihg concern, and is able to
meet its debis and commitments as they fall due.

28. Segmental information

The ecohomic entity’s operations are in one business segment, the provision of intellectual technology services and support in
Austratia and New Zealand, and as equal joint venture party in China. The econemic entity has only ocperated in New Zealand
and as equal joint venture partner in the financial year ended 30 June 2005,
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29. Reconciliation of operating loss after income tax to net cash ocutflow from operating activities

CONSOLIDATED PARENT ENTITY
2005 L2004 2005 o '2{304
g g g g
Operating loss after income tax {42,594) = -"_':'-:.(5_9,578} {1,228,622) : ;.'_: (182,116)
Depreciation and amortisation 105,372 Ll

83,086 234

Remuneration taken as equity 336,000 336,000

Profit sale of fixed assets — —

Share of joint venture loss 40,962 40,862

Change in net operating assels and liabilities:

Decrease/({Increase) in trade debtors {234,398} {49,822}
Decrease/({Increase) in other debtors {459} —

increase in other operating assets — — L —
Increase in intercompany account - - S - 102,480
(Decrease)/Increase in trade creditors (4,243) . (833,637) - 9,422 . {788,698} -
Decrease in other operating liabilities - {100,616) - _'(1 00,616)
{Decrease)/Increase in provisions 521 1 128 - —
Net cash outflow from operating activities 201,161 o {894,909 .' (891,826) o '{921 545}

30. Earnings per share _ : .
CONSOLIDATED CONSOLIDATED

2006 o - DO04
CENTS CENTS
Basic sarmings per share {0.02}

Diluted earnings per share {0.02}

Weighted average number of ordinary shares outstanding during the year used in the LT e
calculation of basic earnings per share 18,731,890 18,731,990

At a general meeting held on 15 June 2005 the members resolved to issue 32,088,000 ordinary shares. This included the
conversion of $840,000 in interest bearing liabilities to equity. Ali shares were issued on 30 June 2003, and do not change the
weighed average number of shares outstanding for the year ended 30 June 2005.

Pursuant to general meeting's approval for issue of shares, Messrs Abotomey and Ferguson with effect from 30 June 2005
have satisfied the condition for exercise of 1,500,000 oplions over the same number of ordinary shares on the payment of

2.7 cents per option. At the date of this report ho options have been exercised. The oplions may be exercised up to 30 June
2006. As the condition for exercise was only satisfied on 30 June 2005, they have not been included in the calculation of diluted
earnings per share,

Information concerning the classification of securities

{a} Ordinary shares held in escrow: No ordinary shares were held in escrow during the respective financial periods, or in the
period 1o the date of these financial statements.

{b} Options: Options granted to directors which are not contingent on future events are considered to be potential ordinary
shares and have been included in the determination of diluted earnings per share. Details relating to these options are set
out in note 17,
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31. tmpact of adoption of Australian equivaients to International Financial Reporting Standards

The Company has commenced transitioning its accounting policies and financial reporting from current Australian Standards to
Australian Equivalents to International Financial Reporting Standards {AIFRS) effective for the financial year ending 30 June

2006. The Company has allocated internal resources io identify and assess the key areas that will be impacted by the transition
to AIFHS.

The Directors are of the opinion that the key financial differences in the Company's accounting policies oh conversion to AlIFRS,
and financial impact, are as follows. Users of the financial statements should note, however, that the amounts disclosed could
change if there are ahy amendments by standard setters to the current AIFRS including interpretation of the AIFRS changes
required.

The Directors are of the opinion that the key material differences in the Company's accounting pclicies on conversion to AIFRS
and the financial effect of these differences, where known, are as folows:-

Goodwill

Goodwill acguired in a business combination will not require amortisation but instead be subject to impairment testing at least
annually. If there is any impairment it will be recognised immediately in the statement of financial performance. This will resulting
lower amortisation expenses, and therefore higher earnings oh an annual basis, but increased volatility in the event of
impairment.

impairment testing at 1 July 2004 and 1 July 2005 confirmed no impairment. Previous goodwill amortisation amount of $52,460
will be reversed resulting in a corresponding increase to retained earnings at 1 July 2004. Also, current period amortisation
expense of $52,460 for the year ended 30 June 2005 will be reversed.

Taxation

A 'balance sheet’ approach will be adopted under AIFRS, replacing the 'statement of financial performance’ approach currently
used by Australian companies. The ‘balance sheet’ method recognises deferred tax balances where there is a difference
between the carrying value of ah asset or liability and its tax base. The directors are of the opinion that no deferred tax liability
has arisen under AIFRS for either the 2004 or 2005 financial vears.

Impairment of assets

Under AASB 136 {Impairment of Assets) the recoverable amount of an asset is determined as the higher of the fair value less
costs to sell, and value in use. In determining value in use, projected future cash flows are discounted using the risk-adjusted
pre-tax discount rate.

DCS has reassessed its impairment testing policy and tested all assets for impairment as at 1 July 2005. The recoverable
amount exceeds the carrying value of the assets with no resulting impairment losses.
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The directors declare that the financial statements and notes set out on pages B to 38:

(a) comply with Accounting Standards, the Corporalions Regutations 2001 and other mandatory professional reporting
requirements; and

(b} give a true and fair view of the company’s and consclidated entity’s financial position as at 30 June 2003 and of its
performance, as represented by the resuils of their operations and their cash flows, for the financial year ended on that date.

The Chief Executive Officer and the Chief Finance Officer have each declared that:

(@) the financial records of the company for the financial year have been property maintained in accordance with section 286 of
the Corporations Act 2001;

(b} the financial statements and notes for the financial year comply with the Accounting Standards; and
{c) the financial statements and notes for the financial year give a true and fair view.

In the directors' opinion:

(a) the financial statements and notes are in accordance with the Corporations Act 2601; and

(b} subject to the matters referred to in the Director’s Report and Notes to the Financial Accounts dealing with the ongoing
viability of the company, there are reasonable grounds to believe that the company wili be able to pay its debis as and
when they become due and payable.

This declaration is made in accordance with a resolution of the directors.

Peter Abotomeay
BDirector

Melbourne
30 September 2005



IAN D RILEY
Chartered Accountant
ABN 86 673 257 016
3 Raglan Sireet South Melbourne Vie 3205

AUDITORS INDEPENDENCE DECLARATION
UNDER SECTION 307C OF THE CORPORATIONS ACT 2001

30 September 2005

The Directors

DCS Technologies Limited
Level 9

356 Collins Street
MELBOURNE VIC 3000

Pear Sirs

AUDITOR’S INDEPENDENCE DECLARATION

As engagement partner for the audit of DCS Technologies Limited for the year ended 30 June 2003,
1 declare that, to the best of my knowledge and belief, there have been:

(a) no confraventions of the auditor independence requirements of the Corporations Act in relation to
the audit; and

(b} no contraventions of any applicable code of professional conduct in relation to the audit.

{an D Riley
Principal
Chartered Accountant
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‘MEMBERS OF DCS TECHNOLOGIES LIMITED

Scope
The Financial Report and Directors’ Responsibility

The financial report comprises the statement of financial
position, statement of financial performance, statement of cash
flows, accompanying notes to the financial statements, and
the directors’ declaration for both DCE Technologies Limited
(the Company) and its controlled entities {the Consolidated
Entity), for the vear ended 30 June 2005. The Consolidated
Entity comprises both the Company and the entities it
controlied during that vear.

The directors of the company are responsibie for the preparation
and true and fair presentation of the financial report in
accordance with the Corporations Act 2001, This includes
responsibility for the maintenance of adequate accounting
records and internal controls that are designed to prevent and
detect fraud and error, and for the accounting policies and
accounting estimates inherent in the financial report.

{a} Audit Approach

{ conducted an independent audit in order to express an
opinion to the members of the Company. My audit was
conducted in accordance with Australian Auditing Standards
in order io provide reasonable assurance as to whether the
financial report is free of material misstatement. The nature of
an audit is influenced by factors such as the use of
professional judgement, selective testing, the inherent
limitations of internal control, and the availability of persuasive
rather than conclusive evidence. Therefore, an audit cannot
guarantee that all material misstatements have been detected.

| performed procedures to assess whether in all material
respecis the financial report presents fairly, in accordance with
the Corporations Act 2041, including compliahce with
Accounting Standards and other mandatory financial reporting
reguirements in Australia, a view which is consistent with my
understanding of the Company's and the Consolidated Entity's
financial position, and of their performance as represented by
the resuits of their operations and cash flows.

{ formed my audit opinion on the basis of these procedures,
which included:

(@) examining, on a test basis, information to provide
evidence supporting the amounts and disclosures in the
tinancial report, and

(b} assessing the appropriateness of the accounting policies
and disclosures used and the reasonableness of
significant accounting estimates made by the directors.

While | considered the effectiveness of management's internal
controls over financial reporting when determining the nature
and extent of my procedures, my audit was not designed to
provide assurance on internal controls.

Independence

in conducting my audit, | followed applicable independence
requirements of Australian professional ethical
prohouncemenis and the Corporations Act 2001.

Audit opinion

In my opinion, the financial report of the Company is in
accordance with:

{a) the Corporations Law, including:

)  giving a true and fair view of the Company’s financial
position as at 30 June 2005 and of their performance
for the financial year ended on that date; and

§i) complying with Accounting Standards in Ausiralia and
the Corporations Begulations 2001; and

{h) other mandatory professionat reporting requirements in
Australia.

Inherent uncertainly regarding carrying value of goodwill

Without gualification to the opinion expressed above,
attention is drawn to the following matter. As disclosed in
Note 12 to the financial statements, goodwill on conselidation
is carred in the consclidated financial statements at $496,766
{2004 $549,226) in respect of the acquisition of MarketSMART
International (N2} Limited ("MarketSMART"). The carrying
value of the intangible asset, goodwill on consolidation, will be
determined by the successful development and commercial
aexploitation of the MarketSMART New Zealand business, or
alternatively, sale of the asset.

Inherent uncertainly regarding recoverabifity of investment in
and amount due from conirolfed entities

Without qualification to the opinion expressed above, attention
is drawn to the following matter. As explained in Note 8 to
the financial statements Parent Entity non-current receivables
include amounts owing by Controlled Entity with a carrying
value of $512,546 (2004 $1,274,218). Note 9 (Pareni Entity)
includes shares in controlled entity with a carrying value of
$1,351,100, {2004 $1,351,100). The ultimate recoverability of
these assets is dependent upon future profitable operating
activities of the MarketSMART New Zealand business.

The audited financial staterments of the company’s whoily
owned subsidiary MarketSMART International (N2} Limited
includes the following fundamenial uncertainty:

“In forming our ungualified opinion, we have considered the
adequacy of the disclosures made on page 10 of the financial
statements regarding the ability of the Company to continue
their operations into the foreseeable future, the validity of
which depends on the company's ability to raise additional
capital and improve its trading performance. The outcome of
these matters is presently uncertain. The financial statements
have been prepared on a goihg concern basis the validity of
which depends on the Company's ability to raise further
working capital from operations, by way of issuing new shares
or by securing a borrowing facility.

Alernatively, financing for ongoing operations may be
available through a commitment of funding by the company's
parent, DCS Technologies Limited.

As indicated on page 19, if the Company were unable to continue
as a going concern, adjustments may have to be made 1o the
book value of assets in the statement of financial position to
reflect their likely realisable value. In addition the Company
may have to provide for further liabilities that might arise as a
consequence of ceasing operational existence, and non-current
assets woukd need to be reclassified as current assels.”

lan D Riley
Chartered Accountants

Melbourne
30 September 2005
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The shareholder information set out below was applicable as at 23 September 2005.
A. Distribution of equity securities
Analysis of numbers of equity security holders by size of holding:

SPREAD OF SHARES NUMBER OF UNITS .‘% OF TOTAL ISSUE CAPITAL
1,001 - 5000 1,548,823 S 2,980
5001 - 10,000 618,271 - L4908
10,001 - 100,000 4,310,042 s
o0t ot o onona LI i

Satosee T T

B. Equity security holders
Twenly largest quoted equity security holders
The names of the twenty largest holders of quoted equity securities are listed below:

NAME ORDINARY %___OF-!SSUEQ
SHARES L SHARES
NUMBER HELD
1. FCPA China Investments {Il) Pty Lid 20,000,000
2.  H & N Nominees Piy Lid 4,425,407
3. Corporate Recruitment Piy Ltd <Peck Super Fund> 3,958,674
4.  SCC Enterprises Piy Ltd 2,318,349
5. Peter Abotomey (Abotomey Superannuation Fund) 2,218,000
8. Seafirst Nominees Pty Ltd (David Calvert-dones Family A/C} 2,006,000
7. Desmond Wesley Ferguson {Ising Unit A/C} 1,350,000
8. Prncess Nominees Pty Ltd {Princess A/C) 1,084,853
8.  Paul Gregory Harper & Lesley Ann Harper 1,006,000
10. Christopher Robert Murphy 1,006,000
11. Desmond Wesley Ferguson {Future Security Super Fund A/C) 768,000
12. John Norrie 735,000
13. Susan McCarthy 725,000
14. Wiiliam Bass 576,000
15. John Robert Love 576,000
16. Dennis George Lindsay 537,500
17. Navada Holdings Pty Ltd 325,000
18. Elent Pty Lid (Parham Family No 2 A/C) 304,959
19. Fishgills Pty Ltd (Gillon S/Fund A/C) 232,449
20. Oceanside Securities Pty Lid 200,250

C. Substantial Shareholders
Substantial holders in the company are set out below:

NAME NUMBEROF % OFISSUED .~
SHARES HELD SHARES |/

1. FCPA China Investments (i) Pty Ltd 20,000,000 . 38.595 -

2. H & N Nominees Pty Ltd 4425407 . - 8540

3. Corporate Recruitment Pty Ltd <Peck Super/Fund> 3,958,674 S 7.641

D. Voting Rights
The voting rights attached to ordinary shares are set out below:

On a show of hands every member present at a meeting in person or by proxy shall have one vote and upon a poli each share
shall have onhe vote.

E. Use of cash

Cash and assets readily convertible to cash held by the company at the time of admission to the Australian Stock Exchange are
being used in a way consistent with its business objectives as set out in the listing prospectus.
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Date and Time of Annual General Meeting: 28 November 2005 at 12.30 pm
Place of Annual General Meeting: Phillips Fox, Level 21, 140 William Street, Melbourne, Victoria

The Notice of Annual General Meeting is dated 21 October 2005

This is an important document. If you are in any doubt how to deal with this document,
please consult your legal, financial or other professional advisor

introduction

This document has heen prepared for the information of
shareholders of BCS Technologies Limited (ABN 53 084 800
802} {'the Company'} in connectionh with the business to be
conducted at the Annual General Meeting to be held at
Phillips Fox, Level 21, 140 William Street, Melbourne, Victoria
on 28 November 2005 at 12.30 pm.

The accompanying Notice of Annual General Meeting sets out
the Hesolutions to be considered by shareholders of the
Company.

Key dates

Key dates for the Annual General Meeting and other relevant
matters are shown below.

DATE

26 November 2005 3
-Annual General Meeting by 12.30 pm ..
-on 26 November 2005 .. .70

28 November 2005  Annual General Meeting T

How fo voie

You may vote in person by attending the Annuat General
Meeting, or by proxy.

To vote in person, you must attend the Annual General
Meeting at Phillips Fox, Level 21, 140 Wiiliam Street,
Methourne, Victoria on 28 November 2005 at 12.30 pm.

To voie by proxy, a proxy form for the Annual General Meeting
which accompanies this Notice of Meeting must be dslivered
to and received by the Company by 12.30 pm on 26
November 20035.

Each proxy form sets out the instructions for the return of that
proxy form. Please return proxy forms by posting or faxing
them to DCS Technologies Limited (ACN 084 800 902)

GPO Box 2334, Melbourne, Victoria 3001 or facsimiie

+ 61 3 9923 6066.

Broxy forms must be lodged for the

PGS TECHNOLOGIES LIMITED
ABN 53 084 800 902

Notice of annual general meeting

NOTICE is given that the Annual General Meeting of the
members of DCS Technologies Limited (ABN 53 (84 800 802}
{'the Company') wili be held on 28 November 2005 at Phitlips
Fox, Level 21, 140 William Sireet, Melbourne, Victoria at 12.30
p for the following purposes:

Ordinary Business
Item 1: Financial Statements and Reports

To receive and consider the accounts of the Company, the
annual financial report, directors report and auditors report
prepared in accordance with the requirements of the
Corporations Act 2001 {Cth} for the financial year of the
Company ending on 30 June 2005.

Item 2: Election of Director
To consider and if thought fit pass the following resolutions:

"That Jack Joseph Geddes is elected as a director of the
Company.*

ltem 3: Election of Director

To consider and, if thought fit, pass the following Resolution:
"That Mark Coulson Fowler is elected as a director of the
Company.’

Special business

ltem 4: Remuneration Report {non-binding}

fo consider and, if thought fit, pass the following resolution:

"That the remuneration report included within the
directors’ report of the Company for the financial year of
the Company ending on 30 June 2005 be adopted.’

Item 5: Directors’ remuneration
To consider and, if thought fit, pass the following Resolution .

"That the fixed sum per annum for remuneration of
directors under clause 11.15 of the Company's
Constitution be increased to $250,000 and such amount
be approved for the purposes of ASX Listing Rule 10.17
and all other purposes.’

By order of the Board

dlan, Z/@

William Bass
Company Secretary
Bate: 21 October 2005
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Voting exclusion statement in relation to tem &

The Company will disregard any votes cast in relation to the
resolution under {tem 3 by either of the following:

+  An existing director of the Company, namely Peter
Abotomey, Jack Geddes or John Love;

+  An associate of that person (or those persons).

However, the Company heed not disregard a vote if either of
the following apply:

+ Itis cast by a person as proxy for a person who is
entitied o vote, in accordance with the directions on the
proxy form.

*  |tis cast by the person chairing the meeting as proxy for
a person who is entitled o vote, in accordance with a
direction on the proxy form to vote as the proxy decides.]

Appointment of proxy

A proxy form is enclosed for your use if required. Please note
the folowing in relation to the appointrent of a proxy:

* A member who is entitled to attend and vote at this
meeting may appoint any person as his or her proxy to
attend and vote for the member at the meeting.

*  |f a member entitled to cast two or more votes at the
meeting, the member may appoint two proxies to attend
on the same occasion. If two proxies are appointed and
the appointment does not specify the proportion or
number of the member’s votes each proxy may exercise,
each proxy may exercise half of the member’s votes.

+  The appointment of the proxy may specify the proportion
or number of votes that the proxy may exercise.

+ A proxy heed not be a member of the Company.

+ If a proxy is given by a corporation, a form of proxy must
be executed in writing under the common seal of the
corporation or otherwise in accordance with section
127 of the Corporations Act 2001{Cth} or sighed by an
attorney.

+  If a proxy is given by a natural person, a form of proxy
must be execuied under the hand of that person or that
person’s attorney.

+  For a proxy appointment o be effective, the Company
must receive the following documents no later than 48
hours before the scheduled time for the meeting, that is
by 12.30 pm on 25 November 2005:

+«  The proxy's appointment

+« | the appointment is signed by the appointer's
attorney — the authority under which the appointment
was signed or a certified copy of the authority.

+  The documents will be received by the Company when it
is received in the foliowing manner:

+  Mailed to GPO Box 2334 Melbourne VIC 3001;
*  Faxed to + 61 3 9923 6066;

+  Hand delivered to the Company's registered office at
Level 9, 356 Collins Street Melbourne VIC 3000,

Persons entitled to vote

Under regulation 7.11.37 of the Corporations Regulations
2001 (Cth), the Directors have determined that the
shareholding of each member for the purposes of ascertaining
their voting entitiements at the Annual General Meeting will be
as it appears in the share register at 12,30 pmi on 26
November 2005.

Corporate Representatives

A body corporate, which is a member, may appoint an
individual (by certificate executed in accordance with section
127 of the Corporations Act 2001 {Cth} or in another manner
satisfactory to the chair} as a representative to exercise ali or
any of the powers the body corporate may exercise at the
meeting. The appointment may be a standing one.

Necessary information

Information relevant to each resolution is set out in the
attached Explanatory Note which forms part of this notice to
members.
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Shareholder approval of resolutions is required for the purposes of the Corporations Act 2001{Cth). The following information
has been prepared to provide you with material information to enable you to make an informed decision in relation to the
business to be conducted at the annual general meeting of the Company.

Ordinary business
Item 1: Financial Statements and Reports

This item gives shareholders an opportunity to raise guestions
on the annual reports and on the performance of the company
generally.

Item 2: Election of Director

ASX Listing Rule 14.4 provides that a director {other than the
Managing Director} must retire and offer himself or herseH for
re-election at the third anhual general meeting following their
glection. Further, Clause 11.3 of the Company’s Constitution
provides that at each annual general meeting, one third of
directors, or if their number is not a multiple of three then the
number nearest to but not exceeding one third, retire from
office and may submit themselves for re-election.

John Love is required to retire at this annual general mesting,
and does not seek re-election.

in accordance with the Corporations Act 2001 {Cth} and
Clause 11.12 of the Constitution, directors appointed by other
directors under Clause 11.11 of the Constitution, to fili a
casual vacahcy or as an addition to the existing directors,
hold office untii the next annual general meeting of the
Company and are then eligible for re-election but are not to be
taken into account in determining the directors who are to
retire by rotation at that meeting.

Jack Joseph Geddes was appointed as a director under
Clause 11.11 of the Constitution and is required to stand for
glection at the Annhual General Meeting and has offered
himself for election.

Jack Geddes has over 30 years commercial, business and
management experience in the USA, Asia, China, Europe and
India. Having studied hospitality management at Cornell
University, in Singapore and business manhagement in New
York, most of Jack’s career was spent working for the Carlson
Group, one of the world's leading hospitality and management
companies.

Item 3: Election of Director

in accordance with clause 11.1 of the Constitution, the
Company must have a minimum of three directors.
Accordingly, it is proposed that Mark Coulson Fowler be
elected as a non-executive director.

Mark Fowter has exiensive experience in the Asia and South
Pacific information technology industry and has played a
significant role in the development of Internet driven e-
Commerce in Australia and New Zealand.

For the last eight years he has provided strategy designh and
facilitation services o a rahge of Australian and New Zealand
industry clients. His engagement profile focuses on facilitating
strategic renewal, electronic business strategy development
and e-Commerce enablement.

From 1883 to 1987 he held a number of professional and
senior management positions within the 1BM Corporation in
New Zealand, Australia and Hong Kong.

Mark has a B.B.Sc from Victoria University of Wellington, and
is a regular guest speaker at industry conferences, on
Knowledge-Age related subjects.

Special business
Item 4: Remuneration Report

As part of the annual report provided to all shareholders in the
Company, a remuneration report is required to be included
which set out details of the remuneration received by the
directors, the five highest paid Company executives and the
five highest paid executives in the consolidated group in
addition to describing Board policy in respect of remuneration
and the satisfaction of performance conditions.

The Company is seeking shareholders approval of the
adoption of the remuneration report by the Company. The
outcome of this resolution is not binding on the Company or
the Board.

Item 5: Increase in aggregate maximum amount of Directors’
remuneration

Cilause 11.15 of the Company's Constitution states that
directors of the Company shall be paid a sum not exceeding
such fixed sum per annum as may be determined by the
directors prior to the first annual general meeting of the
Company, to be divided among themselves and in default of
agreement then in equal shares. Such fixed sum shall not be
increased except pursuant to a resolution passed at a general
meeting.

The fixed sum per annum was set at $132,000 in 2002 when
the Board consisted of three directors. It is proposed to
increase this amount to $250,000 with the intention that over
time the number of directors on the Board be increased to
five. It will also enable director remuneration to remain in line
with the market so that the Company can continue to atiract
and retain directors of appropriate skill and competency.
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or in histher absenice, the Chair of the Meeting as my/our general/special proxy to vote on my/our behalf at the Annual General Meeting of the company to
be held on 28 November 2005 or at any adjournment of that mesting.

If the Chiir of the general meeting of the Comipany is appointed as proxy, the following is 2 statement of the Chair's voting intentions in refation to undirected proxies:

The Chair intends to vote in favour of the Resolutions.
If you do not wishi to direst your proxy how to vote, please place a mark in the box L]

By marking this box, you acknowledge that the Chair may exercise your proxy even if he has an interest in the outcome of the resolution and votes casits by him
other than as proxy holder will be disregarded because of that interest.

Unless otherwise instructed the proxy will vote or abstain from voting as hie or she thinks . Should the member wish to direct the proxy how to vote, the
following should be completed.

tem 2: That Jack Joseph Geddes is elected as a director of the Company [ Jror [ Against [ ] Abstain
ltem 3: That Mark Coulson Fowler is elected a5 a director of the Company [Jrer [ Against [ ] Abstain
ltem 4: That the remuneration repert included within the directors' report of the Company for the financial year of the [rer [ Against [ Abstain
Company ending on 30 June 2005 be adopted

ltemi 5: That the fixed sum per annum for remuneration of directors under clause 11.15 of the Company’s Constitution [Jror [ Against [ Abstain

be increased to $250,000 and such amount be approved for the purposes of ASX Listing Rule 10.17 and &l other purposes

Signatwre Signature {of other joint shareholder)

H the member is a Company:
Executed in accordance with section 127 s

of the Corporations Act 2001 in the presence of: finsert name of corporate member)
{Signature of director/sole director and sole secretary} {Signature of secretary/director}
*cross out whichever is inapplicable. “cross out whichever is inapplicable.

On any other business arising at the meeting {including any miotion fo amend a resolution or to adjourn the meeting) the proxy may act at their discretion. f you
mark more than one box for an item your vote on that item will be invalid.

Sighing of form
Each person registered as the holder of the above shares must sign the proxy form personally or by a duly appointed attorney or agent. # a proxy is given by a g
corporation, the appointment of your proxy must be in writing and executed under your common seal or signed by a director or secretary or your stiorney. g@%

If a proxy is executed by an attorney of a member the atiorney must declare that the sttorney has no notice of revocation of the power of attorney and the
relevant power of attorney, if it has not already been noted by the Company, must accompany the form of proxy.

Entitlement to appoint proxies
A member entitled to atiend and vote at this meeting is entitied to appoint a proxy. A proxy need not be a member of the Company.

If you are a member entitled to cast 2 or more votes at the meeting, you may appoint not more than 2 proxies and miay specify the proportion of votes each
proxy is appointed to exercise. If no proportion or number is specified, each proxy is deemed to exercise half of your votes. If required, an additional proxy
form can be oblained by telephoning the Company's share registry.

Lodgment of Proxy Form

Forms to appoint proxies {and, if the appointment Is signed by your attormiey, the authority under which the appointment was signed or a certified copy of the
authority} must be ledged with the Company not later than 12:30 pmi on 26 November 2005:
by mail: DCS Technologies Limited by hand: DCS Technologies Limited by facsimile: + 81 3 8923 8066

GPO Box 2334 Lavel 9, 356 Colling Street

Metbourne VIC 3001 Methoume VIC 3000
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