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Name of entity: ZICOM GROUP Limited

ABN: 62 009 816 871

Repaorting Period: Six Months Ended 31 December 2006
Previous corresponding period: Six Months Ended 31 December 2005

Resuits for announcement 0 the market

Revenues from ordinary activities up 119.7% w0 $38,745,752
Net Profit from ordinary activities o
atter tax attributable to members ue 240.:0% to §3,147.67]
Net Profit for the period attributable to
members up 240.0% $3,147,671
Dividends
Amount per seeurity Unfranked amount per
secarity
Interim dividend ~ paid 19 Japuary 2007 (.15 cenls {115 conts
Net tangible assets per security
Dec 31, 2006 June, 30 2006
Net tangible assel backing per ordinary share 10.86 cents 9.63 cents

This Report is based on accounts to which one of the following applies.

0 The accounts have been audited o The accounts have been subject to review
- The accounts are in the provess of 0 The accounts have not yet been sudited or
being audited or subject {0 review. reviewed.

This haif yearly report is to be read in conjunction with the half year financial report and the most recent annual
financial report.

Signed

L

GL Sim
Chairman
Date: 26 Febroary 2007
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Report of the Directors

Yeour directors present their report on the consolidated accounts for the half-year ended 31 December 2006,

Directors

The following persons held office as directars of Zicom Group Limited at the date of this report and noless otherwise
noted, Tor the whole of the period since ¥ July 2006:

Mr G L Sim {Chaimaan and Managing Directon)
Mr R E Keevers {Deputy Chatrman)

Mr B H Chesk

Mr F Leong {appeinied 24 July 20006}

MrY PLim {appotated 24 July 2006}

Wr H 5 Tang (appointed 24 July 2006}

Mr [ R Millard {appoinied 23 November 2006)
MrXHSm (appointed 21 Aogust 2008, alternale director to Mr H S Tang}
Secretaries

Wr I R Millard

Mrs A M Saunders

Review of Operations
Acquaisition

On | Jaly 2006, the company aequired the entire shareholdings in Zicom Holdings Pre Lid ("ZHPL"). Prior {o that, the
company made a rights issue offer to shareholders on 22 June 2006 that closed or 7 July 2006, raising A$1.71m for tha
scquistlion costs and working capital. Following the acquisitfon, the quotation of the company’s shares was re-instated
on the Australian Stock Exchange on 5 September 2006, To reflect the group’s enlarged activides the company changed
#s name from Zicom Australia Limited to Zicom Group Limited (“ZGL") on 31 July 2006,

Applicable Accounting Standards

Australian Accounting Standards AASE 3 on Business Combinations {equivalent to 1FRS 3) came into force on 1 Huly
2003, Consequently, the group has adopted this standard in preparing our consolidated accounts for the half year ended
31 December 2006, AASE 3 regolates the treatment of purchase price sllocution and accounting for acquisition,
Deloiite & Touche Corporate Finance Pie Lid, Singapore, was engaged (o advise the bourd on the purchase price
allocation. In accordance with AASE3, we have adopted the Reverse Acquisition methodology for the group
consolidation. The effect of this is that the consolidation of fie accounts has been prepared on the basis that ZHPL is the
“acquirer” and ZGL. 15 the “acquiree” although ZGL remains the legal parent entity.

In adopting the Reverse Acquisition methodology, the consolidated accounts now presented to vou will show ZHPL as
an accounting parent, and ZGL as an accounting subsidiary, The doHar vatue of paid up capital of ZHPL and the
notional purchase consideration it wonld have paid to ZGL for acquiring ZGL, are reflected as the group’s paid up
equity against the total number of sharzs issued by ZGL. The comparative figures are those of ZHPL for the
corresponding peried of the previous year,

Your directors therefore present the group’s accounts hased on the above accounting methodology.

Resulis
The hail

Revenue +120 38.75 17,63

Eamines before interest, lax, depreciation, & amortization 227 5.16 }.58
Net profits sfter tax {NPATY +240) 315 3,93

# Revenue increased by 120%.
¥ EBITDA increased by 227%,
¥ NPAT increased by 240%.,
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The improvesent has come from the combination of ZGL and ZHPL. ZHPL has mainained a strong growth and profit
record for several years, Prior to the combination on 1 July 2006, ZGL's sole aciivity was in the manofactore of
concreit mixers. Following the combination, the proup’s expertise has expanded to that of a hydraulic, process and
precision engineering company manulzciuring cquipment for a cross section of industrics. Rs activities now include the
maznufacturer of deck machinery, ofl and gus regulating and metering stations and terminal autoration for 1he offshore
marine, oil and pas seclors, concrete mixers and foundation equipment for the constrection seclor, precision engineering
and aufomution cquipment manufacture for the pharmaceutical, semi-conductor and biomedical sectors znd sales of
hydraulic system deives to industrial and mobile equipment manufacterers.

The following is an analysis of the segmental results:-

Offshore Marine, Ofl and Gas +33 153 (L5
Construction + 263 18,77 4.6
Precision Engineering & Automation - 4.1 -
Industrial & Mobile Equipment +23 1.6 8.3

» Revenue from offshore marine, ofl and gas equipment increased by 33%. Revenue from these sectors remaing
strong, with orders in hand extending into the financial year ending 2008. Normally, such orders have a back log of
up e 6 months.

#  Construction equipment revenue incressed by 263%. Consiruction equipment revenue, for this half year, has
included the revenue of Cesco Australia Lid together with the sales of foundation equipment and concrete mixers in
Asia. Growth for this sector remtaing healthy,

#  Revenue from precision engineering and automation provided an accretive cantribution of A$4.1m in revenue to
the group. Sys-Mac Automation Engineering Ple Lid the principal generator of this revenue was acguired on 30
June 2006, We expect significant growth in revenue from this sector over the next few years as we climb up the
value chain in manufacturing for Original Equipment Manufacturers in the USA and Hurope.

®  Revenue from sules of hydraulic drive systems and parts to the Iadustrial and Mobile Eguipment sector inergased
by 23%. This sector is mainly made up of mobile equipment manufaciurers in the agricultural and indostrial
seciors, We expect growth in (hese seclors to sustain in fine with the general economic growth now being
experienced,

Financial Position

The group’s financial position is strong. Net assets of the group have increased from A$18.44m a3 at 30 June 2006 to
A$25.59m as a¢ 31 Pecember 2006. Current not tangible asset backing per share increased from 9,63 conts to 10.86

cents, Barnings per share based on a weighted average of 178,599,523 shares issued increased from 0.6 cenls (o 1.8
cents,

Net eurrent working capital is A$11.28m compared with A$7.15m as at 30 June 2006, Cash and cash equivalenis as al
31 December 2006 sland at A$6.7Tm.

Growth Steps
The following significant sieps have been undertaken in line with the group's growth plans:-

¥ In Australiz, Cesco Anstralia Limited plans 1o consolidaie its operations futer a new and bigger premises by the end
of 2007. Negotiations are currendy being carried out. New improved comimercial banking facilities with significant

cost savings and more suited to our current and future needs, have been secured from our bankers to replace the
previous banking facilities.

> In Singapore, piling work on a 5112sqm new factory for the manufacture of heavy duty deck machinery far the
offshore marine sector has commenced, Total investments are estimated al A$3.6m. The factory, scheduled to be
completed by October 2007, aims to meet our shortage in production space and to achieve betier elficizney and
productivity,
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¥  Stategic alliances forged by Sys-Mac Austomation Engincering Pte Lid with USA and European manufactorars
have been successfully established, leading to initial signilicant orders that ars aceretive to our revenue and the
formation of a joint ventore, MTA-Sysmae Automation Pre Lid, in Singapore to posilion the group to undertake
sophisticated Wm-key automated production lines in Asia.

The group continues 1o focus on its vther growth stratogies and 1o expand into new markets concurrentiy,

The group®s forward arders in hand are healthy going into the 2008 financial year, Your directors arg confident that the
resulls for the remaining part of the year will remain satisfactory barrin g no unforeseen circumstances. On 19 January
2007, ve paid an interim dividend of 0.15 cents per share, tataHing A$272,068, oul of post-acysition profits. We are
hopeful of being able to declare a final dividend for the year ending 30 June 2007,

Hoard Changes

Changes have eccurred on the board during the year. Mr Kevin Crombie retived and withdrew from his re-clection as a
direetor in the AGM on 23 November 2006, In 2 board meeting on 23 November 2006, following the AGM, Mr lan
Miikard was appointed to the boasd to fill the casual vacancy created by Mr Crombie's retirement and Mr Richard
Keevers stood down as the Chalrman due 1o his commitsmenis as a full ime CEO of another public company and was
elected the Deputy Chairman. The hoard appointed Mr G L $im, the Grosp Managing Director, as the Group Chairman,

Signed in accordznve with a resolation of the Board of Direciors,
GL Sim

Chairman
26 February 2006



Sl FrNSTRYOUNG 21 Fagle Stree 5Tl

a1 7 31 3333
Brishane QLD 3000 Fax 61 73011 3300
Australiz
PO Box 7878

Waterfront Place
Brishane QLD 4001

Auditor’s Independence Declaration to the Directors of Zicom Group Limited

In relation to our review of the financial report of Zicom Group Limited for the half-year ended 31
December 2006, to the best of my knowledge and belief, there have been no contraventions of the
auditor independence requirements of the Corporations Act 2001 or any applicable code of
professional conduet,

Fatffly

Ernst & Young

Mike Reid
Pariner
26 February 2607

Liabijity fimited by n scheme approved under
Professicnal Stardards Loegislation
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Consolidated Income Statement
for the half-year ended 31 December 2606

Nole 3i-Dee-06 3-Deeds
$ 5

Revener from continuing operations 4 37,746,706 17,353,509
Qther revenue 982846 IR (KK
Total revenie 38,745,752 17,633,508
Expcnses
Cost of materfals 24,067,283 P1,B80, 176
Eraployes, contiact lobour and melated coses 6.526,259 2,475,225
Deprocintion 73,804 354,725
Premises rental and cutgoings 403,176 189,945
Flnance cosls 4 ORI 1222475
Share of peofit of assoeisle - [£XX3]
Other expenses 4 2340758 1,541,641
Profit hefore incomse tuy 4,132,173 1,114,172
Income e supense 5 814,330 188,497
FProfit alter intome fax 3317843 FA5,675
Profit artriburable o minority inferest 170,172 (37
Profit attributable to members of Zicom Group Limited 347,671 925,712

Ceats Cents
Basic carnings per share 1.8 0.6
Diluted carvings por shar 18 0.6

The above consolidated incomne stateanent shaeld be read in conjunciion with the accompanying poles.
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Consolidated Balance Sheet

as at 31 December 2606
3 -Blectif Alhdun-06
Note : s 3
Current Assets
Cash anl cash equivalonts 6 6,768,731 4,395.410
Receivables 18245600 12,514,224
hyventories 53067 6,042,237
’ 33,546,367 22953,671
Non-Corrend Assels
Froperty, plant and equipment 9,762,181 9,478,572
Intangible assels 5806,176 3023364
Otther won ourren suels 18,599 443,992
15,766,956 12,895,928
Total Assels 44.313,323 35849999
Current Eiabilities
Fayables 14,246,240 10,856,780
Dividend payable 7 272,068 -
Interest bearing Babifities &6, 83282 4028436
Unearned rovenoe 435,581 -
Income 1ax payable - h138.205 F20049
32269376 15,804,365
NonCurrent Eiabilitics
Payables 550,447 .
Interest beasing fighilities a06.683 1,262,349
Frovisions ’ EER ] -
Breferred Iaxation 38,134 345,224
1457 814 1,607,643
Toinl Liadilitics 23,727,190 FTAL2,508
Met Assuts ' 25 586,193 18,437,201
Equity
Crastridrered equity 9 2322517 18.607,504
Reserves’ _ {881,885} (3995243
Accumulated profits/{iosses) 1,924,53 F {035,077}
Minoly inferest 1.322,170 1,184,383
Total Equity 25,556,133 F8,437,291

The above consoliduted balwnce sheet should be read in corfunction with the accompanying notes.
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Consolidated Cash Flow Statement
for the hall-year ended 31 December 2006

31-Dree-06 31-Dec-05
3 §

Cashflows from aperating activities
Receipis from eustomers 43,30] 556 18,547,572
Payments 1o suppliers snd employess (40,434 050} £18,827.365)
inferest necelved 33610 367
Borrowing costs 882113 {122,247
Income taxes prid {600, 120) £342,052)
et egerating eash inflows! (owflows) 2AOR60.815 1170275
Cush flonys from investing activitdes
Subscription of vights from ZGL (511,044 -
Decresse in ameunt due from related pariios 19,444 22847
Purchase of fixed assets (218.960) {212,518)
Proceeds on sake of Tixed assots 388,101 49,788
Net cash acquired from acguisition of bosiness B40,043 115,162
ncrense in mvesimneng in jolnt venturs - {16,435)
Preceeds from disposal of assos 1,289,548 -
Payman: of dividends £1,284.348) -
et investing cash inflowsy {outftows) 617,584 M1E14)
Cash Bows Trom finscing aolivities
Decrease in amount due 1o directoss {13,280 (F99.504
Repayment made to shancholdens " {£4,998)
Proceads fram bank bomrowings 343 605 433,334
FPeyment to HP creditors {661,3%7) (312 0080
Net financing cash isflows? (outlNows) (331.07%) (163,254}
Mot incresy (decrease) in gash held 2,373,320 914407
Cath at bepinning of financial year 45%.4 U1 [442.343%
Cnsh 2t the ead of the financis] year 6,768,731 2416750

e above consolidated cash Naw staternent should be seasd in conjuaction with the sccampanying rotes.
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Notes to the Consolidated Financial Statements

Note 1l Corporate Information

Fhe financial report of Zicom Groop Limited (“ZGL"™) for the half-year ended 31 December 2006 was autherized for
issue in accordance with a resolution of the directors on 26 February 2007, Zicom Group Limited is & company
incorporsted in Australia and limited by shares, which are publicly iraded on the Australian Stock Exchange,

The nature of the operation and principal activities of the Group are described in note 3.

Note 2 Summary of significant accounting policies

The half-year financial report does not include all notes of the type sormally included within the annual financiz) 1eport
and therefore cannot be expected 1o provide as full an understanding of the financial performance, financial position and
fingncing and investing activities of the consolidated entity as the full financial TEpOTL.

Tt is also recommended (hat the half-year fnancial report be considered together wilh 2ay public annonncements made
by Zicom Group Limited and its controlled entities during the half-year ended 31 Decerber 2006 in aceordance with
the contintous disclosure obligations arising under the Corparations Act 2001,

{a) Basis of preparation of half-vear financial report

The half-year consolidated financial report is a general-purpose financial repors, which has been prepared in acenrdance
with the requirements of the Corporations Act 2001, applicable Accounting Standards, including AASB134 Jnrerim
Financial Reporting and other mandatory professional reposting requirements, The halfeyear [inancial report has been
prepared on 4 historical cost basis.

The finzecial report s presented in Australian dollars,

Zicom Holdings Pre Ltd ("ZHPL"} was deemed to have acquired Zicom Group Limited (“ZGL"} on 1 July 2005
throtigh a reverse takeover, and accordingly the consolidated financial statements of ZOL represent a continuation of
the ZHPL, consolidated group. Therefore, the consolidated ascounts include the resnlis of both ZHPL and ZGL from 1
July 2006, The comparative financial statements are those of ZHPL.

(b} Principles of consalidation

The conselidated financial statemems jncorporate the assets and Habilities of a1l subsidiaries of Zicorn Group Limited
(“eompany” or “parent entity”) as at 31 December 2006 and the results of alF subsidiaries for the perfod ended. Zicom
Group Limited and its subsidiaries together are referred to in the financial report as the Group or the consolidated entity.

Subsidiaries are all those entities over which the Group has the power e govern the financial and oporating policies,
generally accompanying a shareholding of more than one-half of the voting rights. The existence and effect of polemial
voling rights that are currently exercisable or convertible are considered when assessing whether the Group controls
angther entity, Subsidiaries are fully consolidaied from the date on which control is transferred 1o the Group. They are
de-consolidated from the dase that controt caases.

Inter-company transactions, balances and unrealised gains on transactions berween Gronp companies are eliminsled,
Unrealised losses are also climinated unless the transaciion provides evidencs of the impairment of the asset transferrad.
Accourting policies of subsidizrics have been changed where necessary (0 €nsure sonsistency with the policies adopted
by the Group.

10
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Notes to the Consolidated Financial Statements (continued)
1 SUMMARY OF SIGNIFICANT ACCOUNTING £OLICIES {continued)

{c) Sepment reporfing

A business segmenl is a group of asscls and operations engaged in providing products or services that are subject to
risks and returns that are different 16 those of other business segments. A geographical segment is enpaged in providing
products of services withis 1 pasticubar cconomic envirenment and s subject ta risks and returns that are different from
those of sepments operating in olher econvmic environments.

¢d) Fereign currency translation
The presentation currency of Zicom Group Limited and its Australian subsidiarics i Anstralian doliars (AS).

Transactions in forelgn cumrencies are initially recorded in the functional currency a1 the exchange rates ruling & the
date of the transaction. Monetary assets and liabilities deaominated in foreign currencies are retranslated at the rate of
exchuange riling at the balance sheet date,

All gifferences in the consolidated financial report are taken to the income stalement.

Non-monetary items are measured at fair value in 4 foreign currency and transtated using the exchange rates i the date
witen the fair value was determined,

The functional currency of the major overseas subsidiaries is Singapore Dollars (83).

As at the reporting date the assets and lisbilities of these overseas subsidiaries are tanslated inte the presentation
currzney of Zicom Group Limited at the rale of exchange nsling the balance shest date and the income siatements are
translated ut the average exchange rates for the year,

On disposal of a foreign eniity, the deferred cumulative amount recognised in equity relating 1o that particular foreign
operation is recognised in the income statement.

e} Revenue recogrition

Revenue is recognised to the axtent that it js probable that the economic benefits will flow to the Group and is measured
at the fair value of the consideration received or receivable. Amounts disclosed as revenue are net of returns, trade
allowances and duties and axes paid.

(i) Sale of poods

Revenue on sake of goods are recognised when the significant risks and rewards of ownership of the goods have breen
passed te the buyer, which generally coincides with delivery and acceptance of the goods sold.

In order to accurately represent the results of its Australian subsidiary company, the Group has adopied the policy of
Fecognising revenue en a product which has been fully assembiled and paid by the customer although vndelivered, The
financial impact of this change in accounting policy is an increase in profit for the current and preceding pesiod of the
Australian subsidiary by A$85,197 and A$79,752 respectively. This thange in accounting policy has alse been
adjusted retrospeclively in the fnancial statements of the Australisn subsidiary and opening accumulated Iosses
decreased by AF37,088.

{ii} Revenue recognised on projects
Revenue on conlract jobs is recognised on the percentage of completion method. The siage of completion is measured

using the proportion of gosts incurred to the estimated total costs 1o complete the project.  Losses, #f any, are
immediately recognised when iheir existence is foreseen.,

11
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Notes to the Consolidated Financial Statements (continued)
1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continged)

¢} Revenne recopnition (continued)
{iii} Rendering of services

Revenve is recognised when the services required to be performed have been performed and the entitlement to the
revenue earned.

{iv) Interest

Interest revenue is recognised on a time proportions] basis that 1akes into account the effective yield on the financial
assel.

(v} Dividends
Dividend income is recognised when the Group’s eight to receive payment is established.
{vi} Rental income

Rental iacome s accounted for on a straight-line basis over the lease terms on ongoing leases. The aggregate cost of
incentives provided to lessees is recognised as a reduction of rental income aver the lease tenm on & straight-Hne basis,

{vii} Commission income
Commission income is recognised on an acerual basis.
(f) Income tax

The income tax expense or revenus for the period Is the tax payable on the current periad’s taxable income based on the ]
nazional income (ax raee for each jurisdiction adjusted by changes in deferred tax assets and Yabilities attributable 10
temporary differences between the tax bases of assets and Tiubilities and their carrying amounts in the financial
slatements.

Deferred wux assets and labilities are recognised for temporary diffgrences at the tax rates expected fo apply when the
assets ate recovered or liabilities are setied, bused on those tex rates which are enacted or substantively enacied for
each jurisdiclion. The relevant tax rates are applied to the cumalalive amounts of deductible and taxable temporary
differences 1o measure the deferred tax asser or Hability. An exception is made for certain wemporary differences arising
fromn the initial recognition of an asset or a liability. No deferred tax asset or Tiability is recognised In relation to these
temporary differences if they arose in a transaction, other than a business combination, that at the time of the transaction
did a0t affect either accounting profit or taxable profil or loss,

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if il i prohable that
furure taxable amounts wilk be available to ulilise those temporary differences and losses,

Deferred lax liabilities and assets are not recogrised for temporary differences batween the carrying amount and fax
bases of investments in controfled entities where the parent entity is able o control the timing of the reversal of the
temporary differences and it is probable that the differences will not reverse in the foreseeable futire.

Current and deferred tax balances attributable to amounts recognised directly in equity are alse recognised directly in
equily,

Tax consolidution legislation
Zicom Group Limited and ils wholly owned Australian controlled entities have deeided not 1o elect 1o become a
consolidated group,

Zicom Group Limited and #ts wholly owned Australisn controlied entities bave significant tax losses. No deferred tax
balances have been recognised, as recovery of losses (and temporary differences) s not probable at this time.
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ZICOM GROUP LIMITED
ABN 62 009 816 871
HALF-YEAR REPORT - 31 DECEMBER 2006

Notes to the Consolidated Financial Statements (continned)

1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continned)
(g} Impairment of sssets

Assets that have an indefinite useful life are not subject to amortisation and are ested annually for impairment.  Assets
that are subject to amortisation are reviewed for impairment whenever avents or changes in cireumstances indicate that
the carrying amount may not be recoversble, An impairment loss is recognised for (he amount by which the asset’s
carrying amount exceeds jts recoverable amonnt, ‘The recoverable amount is the higher of an asset’s [air value less
costs 10 seH and value in use. For the purposes of ussessing impairmen, assets are grouped at the Jowest levels for
which there are sepacately identifiable cash flows (cash generating units),

£h) Leases

Leases of property, plant and equipment where the Group has substantially all the risks and rewards of ownership are
classified as finance leases. Finance leases are capitalised at the lease’s inception at the lower of the fair value of the
leased property and the present value of the minimum lesse payments, The corresponding rental obligations, net of
finance charges, are included in lizbilitics. Hach lease payment is allocated between the Hability and finanee charges so
as 1 achieve a constant rate on the finance balance outstanding. The interest element of the {finance cost is charged to
the income skatement over the lease period so as (o produce a constant periodic rate of interest on the remaining balance
of the Hability for each period. The property, plant and cquipment acquired under finance leuses ase depreciated over
the estimated ueefid life of the asset, Where there is no reasonable certainty that the lessee will obtain ownership, the
asset is depreciated over the shorter of the lease term and the assets sefa) tife,

Leases in which a significant portion of the risks and rewards of ownership are vetained by the Tessor are classified as
operating leases. Payments made under operating leases (nof of any incentives received from (he Jessor} are charged 1o
the income statement on a straight-line basis over the Tease term.

(1} Acquisition of assets

The purchase method of accounting Js used to account for al acyuisitions of assets {including busingss combinations)
regardless of whether equily instruments or other assets are acguired. Cost is measured as the fair value of the assats
given, shares issued or Habilities incurred or assumed at the date of exchange plus costs directly atiributable to the
acquisition, Where equity instruments are issued in an acyuisition, the value of the instruments is their published market
price as at the date of exchange unless, in rare circumstances, &t can be demonstrated that the published price at the date
of exchange is an unreligble indicator of fair value and that other evidence and valuation methods pravide & more
relizgble measure of fair value. Transaction costs arising on the issue of equity instrumenis are recognised diractly in
eauity,

Identifigble assets acquired and liabilities and contingent Habilities assumed in a business combination are measured
initially a1 their fair values al the acquisition date, frrespective of the extent of any minority interest. The excess of the
cost of acquisition ever the fair value of the Growp's share of the identifiable ne! assels acyuired is recorded as
goodwill. If the cost of acquisition is Jess than the Tair value of the net assets of the subsid iary acquired, the difference is
repognised dirccily in the income statement, bul only afier 2 reassessment of the identification and measurement of the
net assels acquired.

(j) Cash and cash equivalenis
Cash znd cash equivalents includes cash on hand, deposits held at call with financial inslitutions, olber short-term,
highly liquid investments with orginal maturities of three months or less that ars readily convertible to known ameunts

of cash and which are subject to an insignificant risk of changes in value.

For the purposes of the Cash Flow Statement, cash and cash equivalents consist of cash and cash cquivalents as defined
zbout, net of outstanding bank overdrafts,
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ZICOM GROUP LIMITED
ABN 62 009 816 871
HALF-YEAR REPORT - 31 DECEMBER 2006

Notes to the Consolidated Financial Statements {continued)
1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES teontinued)

(k) Trade and other receivables

Trade and other receivables are recognised Initially at fuir value and snbsequently measured al amortised cost, less
provision for doubtul debis, Irade and other receivables are due for settlement no more than 30 days from the date of
recognition.

Collectibility of trade and other receivables s Teviewed on an ongoing basis. Pebts, which arc known o be
uncolleetible, are written off. A provision for doubtful reccivables is established when there is obigctive evidence that
the Group will nt be able to collect all amounts due sccording 10 the ariginal terms of receivables. The amount of the
provision Is the differcnce between the asset’s caerying amount and the present value of estimated future cush Hows,
discounted #l the effective interestrate. The amount of the provision is recognised in the income statement,

d) Inventories

Inventorics are stated at the lower of cost and net realisable value. Cost comprises of direct materials, direet labour and
tabour oncosts. Individual item stock valbes are based on weighied average costs. In the case of work-in-progress, the
cost is substantiaily made up of materials, direct Iabour and factory overhzads, Net realisable value is the estimated
selling price in the ordinary course of business Jess the estimated costs of complelion and the cstimated costs necessary
0 make the sale.

{m} Construction contracts

Contract revenve and contract costs are recopnised as revenue and expenses, respectively, by reference to the stage of
completion of the contract activity al the balance sheet date, when the outcorse of 8 consITUGton coniact can he
estimated reliably. The stage of completion is measured by proportion thal the costs incurred o date bear 1o the
esiimated total costs of the contract.

An expected loss on the construction contract is recognised as an expense immediately when it is probable that total
contract costs will exceed total contract revenue,

Only cost that reflect services performed are included in the estimated total cosls of the contract, WRere the contract
outeome cannot be measared rebiably, revenue I recognised only to the extent of the expenses recognised that are
recoversiie,

{n) Investments and ofher financial assels

(i} Loans and recetvables

Loans and receivables are non-derivative financial assets with fixad or delerminable paynients that are not guoted in an
active market. They arise when the Group provides monsy, geods or services directly €0 a debior with no intention of
sclling the receivable, They are inchuded in current assets, except for those with maturities greater than 12 months after
the balance sheet date, which are classified as nop-current assets. Gains and losses are recognised in the profit and loss
account when the Joans and receivables are derecopaized or impaired, as well as through the amortization pracess.

{ii} Held-to-meaturity invesimants

Held-to-maturity investments are non-derivative financial assets with fixed or determinable paymends and fized
maturities that the Group’s management has the positive infeation and ahility to hald to maturity.

{iif} Finuncial liabilities

Non-desivative financial liabilities not held for active trading or designated as fair value through profit and loss are
initially recognised at fair value plus diteetly atributable transaction costs and subsequently carried at amontized cost
using the effective interest method. Gains and loses are recognised in the profit and loss aceount when the labilities are
dercoognized, as well as through the amortization process,
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ZICOM GROUP LIMITED
ABN 62 (309 816 871
HALF-YEAR REPORT - 31 DECEMEBER 2006

Notes to the Consolidated Financial Statements (continued)
1SUMMARY OF SIGNIFICANT ACCOIINTING POLICIES {continned)

{0} Fair value estimation

The fair value of financial assets and financial HabHities must be estimated for recognition and measurement or for
disclosure purposes,

The fair value of financiat instruments traded in active markets (such as publicly traded desivatives, and irading and
available-for-sale seeurities) is based on quoted market prices at the balance sheel date. The quoted market price used
for financial assets held by the Group is the current bid price:; the appropriste quoted market price for financial liabilities
is the eurrenl ask price,

The fair value of financial instumems that are not traded in an active markel {for cxample, over-the-counter
derivatives) is determined using valuation techniques. The Gronp uses a variety of methods and makes assumptions that
are based on market conditions existing at euch balance date. Quoted market prices or dealer guoles for simdlar
instruments are used for Jong-terns debt instruments held. Other techniques, such as estimated discounted cash flows,
are wsed 1o determine fair value for the remaining financial instruments. The fair value of intercst-rate swaps is
calculated as the present value of the estimated future cash flows. The fuir value of forward exchange contracts is
determined using forward exchange market rates at the balance sheet date.

The neminal value less estimated credit adjustments of trade receivables and payables are asstimed to approgimaie their
fair values. The fair value of financial liabilities for disclosore purpeses is estimated by discounting the {uwure
contractual cash flows at the current market interest rate that s available to the Group for similar financial instruments.

{p} Property, plant and equipment

Property, plant and equipment is stated st historical cost less depreciation. Historical cost iacludes cxpenditure that is
directby atiributable to the acquisition of the ltems, including import duties and non-refundable purchase taxes.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriste, only
when it is probable that future ceonomic benefits associated witk the item will flow 1o the Group and the cost of the
item can be measured reliably. All other Tepairs and maintenance are charged to the income statement dusing the
financial period in which they are incurred.

Depreciation is calcolated on a straight Hne basis to write off the ngt cost or revalued amount of each ilem of property,
plant and equiprent {excluding Jand) over its expected sseful life 1o the Group. Hstimates of remaining useful lives are
made on a regular basie for all assets, with annual reassessments for reajor items, :

The expected useful lives are as follows;

Leasehold property over remaining peried of the lease expiring year 2040 to 2041
Phant and eguipment 1 - 10 years

Leased plant and equipment 3-8 years

Motor vehicles 4 - 10 years

Whert iters of plant and equipment have separately identifiable components which are subject 1o regular replaceimnent,
those components are assigned useful ves distinet from the Hem of plant and equipment o which they refate.

An assel’s carrying amount Is written down jmmediately to its vecoverable amount if the asset's CAITYing amount is
grealer than its estimated recaverable amount (note ¥(g)},

Gains and losses on disposals are determined by comparing procesds with carrying amount. These are included in the
income stalement.

15



ZICOM GROUP LIMITED
ABN 62 009 816 871
HALF-YEAR REPORT - 31 DECEMBER 2006

Notes to the Consolidated Financial Statements (continued)
1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

{g) Goodwill

Goodwill on acquisilion is initially rmeasured 2t cost heing the excess of the cost of the business combination over the
acquirer’s interest in the net Tair value of the identifiable assets, Habilities and eontingend liabilities. Following inital
recognition, goodwill is measured at cost less any acoumalated impairment losses. Goodwill is not amortized, Goodwill
1 reviewed for impaimment, annually or more frequently if events or changes in circomstances indicate that the carrying
value may be impairad.

As at the acquisition date, any geodwill acquired ts allocated 1o each of the cash-generaling units expectod to benefit
from the eonibination’s synergies.

Impairment is determined by assessing the recoverable amount of the cash-generating unit to which the goodwill
relates.

Where goodwill forms part of a cash-generagog unit and part of the operation within that unit is disposed of, the
goodwill associated with the operation disposed of is included in the camying amount of the operation when
determining the gain or loss on disposal of the operation,

Goodwill disposed of in this cirenmstance is measured on the basis of the relative values of the operation disposed of
and the porlion ol the cash-generating unit retained.

(1) Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets acquired
in a business combination Is their fair values as at the date of acquisition, Following initial recegnition, intangible
assels are carried 1l cost less any accumulated amortization and any aceurnulated impairmen: losses. The usefn] lives of
intangible assets are assessed to be cither finite or indefinite. Intangible assets with Fnite lives are amortized on a
straighi-line basis over the estimated sconomic useful Hives and assessed for impairment whenever thers is an indication
that the intangible asset muy be impaired. The amortization pertod and the amordization method for an infangible assed
with a finite useful live are reviewed at least at cach financial yearend. The amortization expense on intangible assels
with {inite lives is recognisad in the profit and loss aceoun,

{s) Impairment of non-financial assets

The group assesses at each reporting date whether there is an indication that an asset may be impaired. B sy such
indigation exists, or when annual impairment testing for an asset (i.e. goodwill acquired jn a business combination} is
required, the group makes an estimate of fhe asset’s recoverable amount,

An asset’s recoverable amount is the higher of an asset's or eash-generating unit’s faic value Jess costs  sell and its
value in use and is determined for an individusl asset, unless the asset doss ot generate cash inflows that are fargely
independent of those from other assets or groups of assets, In assessing value in nse, the estimated future cash Tlows are
discounted o their present value using 2 pre-tax discount rate (hat reflects current market assessments of the time value
of money and the risks specific 10 the asset. Where the carrying snount of an assel cxeeeds its recoverable amount, the
© asset is considered impaired and s written down 1o its recoverable amount. Impairment losses of conlinuing operations
are recognised in the profit and loss account 13 “impairment losses’.

An assesstuenl is made at each reporting date as to whether there is any indication that previously recognised
Impairment losses recognised for an asset other than goodwill may ne longer exist or may have decreased. 1f such
indication exists, the recoverable amount is changed in the estimates used 1o determine the asset’s recoverable amount
since the last impairment loss was recognised. If that s the case the carrying amount of the asset is increased 1o its
recoverabie amount. That increased amount cannot exceed the carrying amount that would have been determined, net
of depreciation, had ne impairment loss beer recopnised for the assel in prior years. Reversal of an tmpairmen! loss is
recogtised in the profit and loss account. After such a reversal, the depreciation charge is adjusted in future pertods to
alocate the asset’s revised carrying amounl, Jess any residual vaive, on 8 systemalic basis over its remaining useful live.

The gronp does not eeverse in & subsequent period, any impairment loss recoznised for goodwill,
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ABN 62 009 816 871
HALF-YEAR REPORT - 31 DECEMBER 2066

Notes to the Consolidated Financial Statements (continued)

1 8UMMARY OF SIGNIFICANT ACCOUNTING POLICIES (corstinued)
{t) Trade and other payables

These amounts represent Habilities for goods and services provided to the Group prior to he end of tke year which are
unpaid. The amounts are unsecured and are wsually paid within 30 to 90 days of recognition.

Payables are initially recognised at fair value and subsequently measured at amartised cost using the effective interest
method.

Gains and losses are recogaised in the profil and loss account when the Habilities are derecognized as well as through
the amortization process.

{u} Employee benefifs
{i) Wages und salaries, amval and sick leave

Liabilities for wages and salaries, including non-manetary benefits, annual feave and accumulating sick leave expected
10 be settled within 12 months of the reporting date are recognised in the provision for employee berefits in respect of
employees’ services up to the reporting date and are measured # the amounts expected o be paid when the liabHities are
seitled. Liabilities for pon acenmulating sick leave are recognised when the leave is taken and measured at the rates
paid or payable,

{ii} Long service leave

The liability for long service leave, applicable 1o Australian subsidiaries, is recognised in the provision for employee
benefits and measured as the present value of expected future payments o be made in respect of services provided by
employees up to ke reporting date. Consideration is given o expecied fulure wage and salary levels, experience of
employee departures and periods of service. Expected fature payments are discounted using market vields at the
reparting date on nutional government bonds with terms to matority and currency that malch, as closely as possible, the
estimated futore cash cutflows.

(i} Superannudation

Contributions are made by the Group, for #ts Australian sobsidiaries, to employee accumulation superapnuation funds
and are charged as expenses whea they become payable.

The Group’s companies in Singapore make conlributions to the stale pension scheme, the Central Providant Fund (CPF)
and the Group’s companies in Malaysia make contributions (o the Employse Provident Fund (BPF). CPF and BPF are
defined contribution scheres. Contributions to these schemes are recognised as compensation expenses in the same
year as the employment that gave rise to the contribution,

{iv} Share-based payments

Share-bused compensation benelits are provided to employees via the Zicom Group Limited Employes Share Option
Plan.

The fair value of options granted is recognised a6 sn employee benefit expense with a corresponding fncrease in equity.
The fair value is measured at prant date and recognised over the peried during which #ie employees becoma
uncondittonally entitled 10 the options.

Fhe fair value at grant die &5 determined using an option pricing model that takes into account the exercise prive, the
term of the option, the share price at grant date and expected price volatility of the undedying share, the expected
dividend yield and the risk-free interest rate Tor {he term of the option.
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Notes to the Consolidated Financial Statements (continued)
I SIIMIMARY OF SIGN]FI_C‘ANT ACCOUNTING POLICIES (comtinued)

The fair value of the oplions granted excludes the mpact of any non-market vesting conditions (for example,
profitability and sales growth targets and performance and service criteria). Non-market vesting conditions are included
in assumptions about the munber of options that are expeeted 1o become exercisable, Al each balance sheet date, the
Gty revises its estirnate of the number of options that are expected 1o become exercisable. The cmployee benafit
expense recopgnised each period tukes inio ascount the most recent estimate.

{v) Borrowings

Borrewings arc initially recognised at fajr value, not of fransaclion costs imsarred, Rorrowings are subsequently
measured al amortised cost, Any difference between {he proceeds (net of transaction costs) and the redemplion amount
is recognised in the income statement over the period of the borrowings using the effective intersst method,

Borrowings are classified as current liabilities unless the Group has an unconditional right te defer settlement of the
liabikity for at least 12 months after the balance sheet date.

(w) Borrowing costs

Borrowing costs are generally expensed as incurred. Borrowiag costs are capitalized if they are directly atiributable to
the acquisition, construction or production of a qualifying asset. Capitalisation of borrowing costs commences when
the zetivities o prepare the asset for its intended uge or sale are in progress and the expenditures and berrowing costs
are being incurred. Borrowing costs are capitalized umtil the assets are ready for their fntended use. If the resulting
carrying arrount of the asset exceeds its recoverable amount, an Impairment loss is recorded.

£x) Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) where a5 a resull of a past
event, i is probable that an outflow of resources embodying ecenomic benefits will be required 1o settle the obligation
and 4 reliable estimate can be made of the amount of the ubligation, Provisions are reviewsd al each balance sheet date
and adjusted to reflect the currant best estimate. Provisions are not recognised for future operating losses,

Where there are a number of similar obligations, the likelihood that zn outflow will be tequired in seliement is
determined by considering the class of obligations as a whole. A provision is recognised even if the likelihood of an
outflow wilh respect to any one ftem included in the same class of oblisations may be small

(v} Derivative financial instruments

Derivative fimancial instruments are used o manage exposure 1o foreign exchange risks arising {rom operations,
financing und Investment activities that do not gualify for hedge accounting. Any gains or losses arising from changes
in fair value on the Group's and Company's derivative financial fnstruments are taken (o profit and loss account for the
year.

(z) Other Taxes
Revenues, expenses and assets are recognised net of the amount of GST except:

*  where the GST incurred on s purchase of goods and services Is not recoverable from the taxation authorily, in
which case the GS5T is recognised as part of the cost of the acquisition of the asset or as part of the expense
itemn as appheable; and

*  receivables and payables are stated with the amount of G8T included,

The net amount of GST recoverable from, or pavable to, the taxation authority is included as part of receivables or
payables in the balance sheet.
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HALF-YEAR REPORT - 31 DECEMBER 2006

Notes to the Consolidated Financial Statements (continued)
1 83tIMMARY QF SIGNIFICANT ACCOUNTENG POLICIES {rontinued)

(aa} Contributed equity
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares or options #re show in equity as a deduction, net of fax,
from the proceeds.

{ab) Earaings per share
{£} Basic earnings per share

Basic earnings per share is determined by dividing profit aitributable to members of the company by the weighted
average number of ordinary shares outstanding doring the yeur,

(i) Diluted carnings per share

Diluted carnings per share adjusts the figures used in the delermination of basic eamings per share to take into account
the after income Lax effect of interest and other financing costs assockated with dilutive potential ordinary shares and the
weighted average number of shares assumed to have been issued for no consideration in relation o dilutive potential
ordinary shares. '

(ac) Critical accounting estimates and judgments

Estimates and judgments zre continually evaluated and are based on historical expericnce and other factors, incinding
expectations of future events that may have 2 financial impact on the enlity and thal zre believed 10 be reasonabic under
the circimstances,

The group makes estimates and assumplions concerning the future. The resulting zccounting estimates will, by
definition, seidom equat the related actual results. Fhe estimates and assumptions that have a significant risk of causing
a material adjustment to the carrying amounts of assets and liabikities with the next fnancial year are discussed below:

{i} Estimated impairment of govdwill

The group tests annuably whether goodwill has suffered any impaisment, in accordance with the accoualing policy
stated it note 2(9). The recoverable amounts of cash-generating units have been determined based on value-in-use
calculations, These calculations require the use of assumptions,

{if) Estimated income tuxex

The group is subject fo income taxes In Awstrulia and jurisdictions where it has foreipn opesations. Significant
Judgment is required in determining the group wide provision for income (axes. There are certain transactions and
computations for which the uliimate tax determination is unecertain dubn g the ordinary course of business, The group
recognizes liabitities for expected tax issues based on estinmtes of whether additional taxes will be due, Where the fina)
tax vulcome of these matters is different from the amounts that were inftially recognised, such differences will impact
Lhe income tax and deferred tax provistons in the period in which such determination is made.

(i1} Estimated depreciation of property, plant and equipmeny

Property, plant and equipment are depreciated on a straight-line basis aver their estimated useful lives, Management
estimates the useful Hves of these property, plant and equipment to be within 1 to 35 years. Changes in the expected
level of usage and technological developments eould impact the coonomic useful Hves and the residuat values of these
assets, therefore fulure depreciation charges could be revised,
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Notes to the Consolidated Financial Statements (continued)

Note 3 Segment information

The consptidated entity comprises (he lolfowing business segrments:

. b

Industrial avd mobiks equipment - supply of iydraslic drive systems, parts and services,

Offshore Marine, Precisian
Off & Gas

Industrial &
Construction Engineering & Molile

4 i £qui

Hullyear onded 3 Becember 2006

TFotal segment revenee 13,280,731 16,721 487 4,058,381t
iher revenue 46 663 2,533
Unailocated revenue

Total revenve and other incone

Segment result 4,010,401 2,669.930 3 Ry
tatloegted expenses
Prof before taxation

Huk-yenr ended 31 December 3005

Totad segment revenue 11492397 4,602,583 -
Othrer revenue f14 206,388 -
Unaltocated revenue

Total revenus and olher ineome

Segment nesuil 3016650 HEL R
Unallocated expenses
Profit before tasation

{,646,107
38

374,924

1.280.529
8,094

336,935

Note 4 Revenue, income and expenses from continuing operations

3 [-Dec-06 H-Deg-05
] %
{5) Reverts
Sale of gaods 34 065 480 15,372,539
Rendering of services 2,994,249 1,324,504
Rental revenus 687,368 558,466

37,140,104 17,355,549

Gftsdyore marine, 0il tnd gas - manufacwre and supply of deck machinery, gas metering statiens and neivied equipment, puss and sorviees
Constraction - marfetune and supply of eencrete mixers and foundation equipmient, inchiding equipment rentil, pagts zod reluted services
Precision enpireering aned e factere of precision and astomation coipmend, including refated pars wnd engineesing services.

Consolidaled

3746706
3,280
$95,766

38,745,752

7616631
(3,484,458}

4,032,173

17.355 5%
374,556
3404

17,633,568

4,799,614
(3,685,444)
1,114,172
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Notes to the Consolidated Financial Statements (continued)

Note d Revenue, income and expenses from continuing operations
(continued)
H1-Dee-06 3.Dec-05
$ 3
{ii} Gelrer incoime
Intenest income 33610 3,367
Commissien income 12,257 25,438
Remal income - 2383
Ner guin on disposal of progerty. plant and equipnient 132,511 -
Dividend incame af 9,737
Cain on divestinent of associated company E48. 898 -
Negative goodwill - 15112
Doubifud debis written back - 8.004
Cthir rovenue 151,724 59,860
999,045 278,000
(Fii} Finonee cosgs
Infersi:
Erverdraf 12513 0,871
Fastory lnan 11,553 12,082
Truss recelpts 115516 48,656
Hirg purchase 59,682 46,600
Hevolying oredit facility 66,533 -
Cithers 22,012 3,032
208,211 122,247
fis) Deher axpengey
Advertising amt promotions 102,843 69,314
Amortisation of intangible asaets {157,139 3gmz
Andit fees 111,035 35458
Bark charges 104,193 92,422
Commission : 50.029 (2814
Enledainnen 103 896 43,305
Insumnee ' 25,997 59,061
Lepal and professionad fees . kithe 13,546
Less o disposad of fixed assets 31002 15, 1%
Machinery maintenance 306,45 300,554
Wotor vehicl cxpenses 151,897 39,21
Provision Tor doudsful debis 8,765 Hd 6d6
Sigirks wrilen off - TR5TT
Telephone L18,537 33,4056
Fraveling exponses 264,542 155835
Orkier $69,110 427,681

2,347,756 1,541,641
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Notes to the Consolidated Financial Statements (confinued)
Note 5 Income tax

The major components of Incomiz Lk expense for the halfyear ended 3T December 2006 and
3 Becenyber 2003 are:

£onsolidated Encome Statement

2006 205

Chrrent income wx

Coment intome bax charge 820,508 283,559

Adijustmenss in respeet of cument insome fax of previous years {21,731 25,097
Deforrad income rx

Relating to origination and reversil of temporary ditferences 13,539 {3.997)

Overprovision - (113,162}
incomne wmx expense repented in ihe consolidated income stutersens 814,330 158,497

The effective tax rate for' the cumvent period is 20% (2005:17%) which is in line with fhe corporale tan ree in Singapore where the tmajor subsidiary
_ voripanies reside. “the Avstralian subsidiary is act liable (o tax due te availible tax Jesses brought forward. The lower effective tax mte of preceding
pariod is dut to an overprovision of deferred tax writien back in the said period,

Note 6 Cash and cash equivalents

31-Dree-06 30-Jun06

$ 5
For the purgose of the half-year condensed cash flow stnlement, cash and cash
eguivalents are comprised of the following:
Cash et bank and in hand O676,678 4,511,754
Shomn-tem fixed deposits 368,636 119,825
7245314 4.531.579
Bank overdralfis {476,383y £2330,169)

6,768,731 4385410

Note 7 Dividends paid and proposed

3 -Deu-OK 31-Dee-0%

k4 b4
Ordinury Shares
Bxividends provided for during the hafl-yeur
fntenm uniranked dividend for the half-year 31 Decermber 2006: 0,15 cents (2005:
.00 vents) 272068 -

Note 8 Contingent liabilities

A claim was recetved in the 2005 fimancial year from a third panty for pessonal injury damages of $700,600 susluined in an alleped aceident thres
yoars ago. Cesco Auastralia Limited and Zicom Group Limiled are named as second and third respondents, The cluim is nearing eomplation of the
pre-rediation process, however any damages that may be awarded am likely 1o he satisfied by insuranes cover, Arcordingly the directors beliove the
consolidated emity is ualikely 10 ncur any costs exeeeding the inserince excess.
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HALF-YEAR REPORT -~ 31 DECEMBER 2006

Notes to the Consolidated Financial Statements {continued)

Note 9

{a) Share capital

Ordinary fully patd shares

(i} Movement in ordinary share capital

At Julv 2005

Eisue of shares to employees « 9 Feb 2006

Essire of shares to option holder - 15 fune 2006
AE 30 Jane 2006

Tssue of shares 1o nployees (8 July 2008
Issue of shares snder Rights Issue - 14 July 2006

Consolidution of shares ¢1:8)

Issuiz of shares in consideration of acquisition
At 3 Decerober 2006

{} Ordinary slures

Contributed equity

206 2005 2006
Shanes Shares 3
181.378,703 84 408,756 35215317
Numnher of
sharzg
84,308,756
{d) 12,500
LoD, 00
§3.321,256
{d} 387,500
{e} 83,321,256
[t}] 21,378,762
(g} (L RERARE L

181,378,762

13,507,504

Crdinary shares cntitle the holder to participate in divideads and (he proceeds on winding up of the compary in propostion 1o the aumber

of and mponnt paid on the shares held,

On & show of hands every holdar of ordinary shares prossnt at 2 meeting in person or By proxy, is entitled 10 one vole, snd upon a poll sach

share 1% entitled to one vote.

{dy Options

Tnforomaion refating 1o the Zicom Group Limited Exeeutive Share Ciption Blan, incleding details of options Issued, exeicised and lapsed o

the half vear are se: out below:

Exercise

GrantDate  Lxpiry Date Price

2604

61an200¢ I8 Ruly 2006 002

Glan 3004 31 Dec HWIE S602

2GS

6Jan 2004 31 Dec 2008 .02

s 1

6 Jan 2004 31 Do 200R S002

Bulance at Granted Exercised Lupsed Carcelled  Bab at Baksnce
stertofthe  duringthe  duringthe  duringthe  dueingthe  theend of  exercizableat
year yesar year year year year the ead of
year

1,205 0560 nil {387,500 {907,506 - -
1,357,560 il {12500 (50,000 ail 1,293,660 SBIAKK
1,820,000 nil {112,500 (350003 nil F,387,500 255,000

- 1E90.0G0 {70,008} nit 1.820,000 -

23



Z1COM GROUP LIMITED
ABN 62 009 816 871
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Notes to the Consolidated Financial Statements {continued)
Note § Contributed equity (continned)

{e} Rights issue

On 22 Fune 2006 the company invited its sharcholders 1o subseribe 1o a rights issies of 84,408,756 srdinery shares ar on issue price of
$0.02 per share o the basis of | shase for every | shase keld at the receod date 16 June 2008, In addition 2 funther 12,661,312 shares wers
alse offered o shurcholders. The rigits issue was underwritten by Sysmet Holdings Pre Ltd ead Yentrade (Asia) Ple L,

A fofaf of 83,321,236 shares wore issued w shareholdes on 14 Fuly 2% a3 1 resih of the diphis jasue,
(£t Censolidation of shares

Az the geaerd meeting of Zicom Group Limited held on 7 July 2008, shareholders passed a resolition fo consoligite the existing share
capital of Zicom Group Limited. The consolidation is based on every 8 G shares to be conscdidated ine | 2GL share with fractional
entitlements to be ronnded Lo the nearest whole share.,

{g} Acquisition of Zicom Holdings Fie Ltd (ZHPL)

“Fhe consolidined entity completed the purehase of Zicom Holding Pre Lid, €ZHPL), on 24 July 2006, as approved at a Genera) Muering
beld 7 Jaly 2006, The offcetive time of acquisition as stated in the Sales and Purchase Agreeteent was 1 July 2008, The company
purchasad all of the issued capial of ZHPL for a consideration of 160,000,000 shares. Further informetien related 1o the zequisition can
b fnand 0 note 10,

Note 10 Business combination

On 1 Jaly 2006, the consclidated group acquired 100% of voting shares of Zicom Holdings Pe Led ("ZHPL"), an unlisted
company bused in Siagapere, specialising in hydraulic, process and precision gincering fasiure of offshore and
maring deck awchinery, foundation squipments, precision and aulomation sngineeting, gas repulating and metering
stations and hydravlic drives for mobiks cqnipments. ZHPL also manufactures transit concrete mixers in Singapore,

Malaysia, Thaitand and China asing the blades that are made by the consolidated entity,

AASR 3 Business Cambinations roquires an acqpirer in a business combination to be identified, With respec fo e
acquisition of ZHPL by 7., ZHPL bas been identified as the acquirer,

As ZHPL hias been identified 2¢ the acquirer, the methodology of meverse acauisition accounting’ has beon appiied 1o this
transaction and accordingly we have faic valued' the assets of ZGL (he subsidiary for arcounting purpeses and
meagnised e goodwill based on the faic value of the pusehase consideration,
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Z1ICOM GROUP LIMITED
ABN 62 000 816 871
HALF-YEAR REPORT ~ 31 BECEMBER 2006
Notes to the Consolidated Financial Statements (continued)
Note 10  Business combination (continued)

The provisional fake values of the identifiatle assers of ZGL 5w ot fhe date of soquisition were:

Ra:cag:‘:i.‘sotd o seying vaies
aceuisition
Cash and essh eguivalonts 1,040,043 LADA3
Reveivahles ARk ERECE
Invenlories 1,980,385 1,868,419
Property, plant and equipment £78,147 478,147
Intangidde assets 1,232,379 -
Giber 308,321 308324
7,188,958 5,854 7143
Payahles TESE 850 2,851,850
Interest bearing liabilities 370,841 570,841
Provisions 430,725 430725
Otlser 559,247 505,247
4,362,663 4,352,563
Nel flemtifalde assety 2,836,523 1,442 080
Add: Goodwill arising on acquisition 1,537,306
Add; Coodwill existing in 260 aceownds 354,179
Total purchase conzideration 4,717 810

Note11  Events occurring after the balance sheet date

The following wens sipnificant cvents after the Balance sheat date;

a} Acquisition of MTA-Sysmas Automition Ple Lid
Sys-Mar Auromiion Engineering Pte L1d {“Sys-Mac™), one of the Group's subsidiary eampany, has acquired $19% shareholdings in MTA-Sysmac
Automation Engincering Pie Lid ("MTA-Sysmac™} for a cansideration of S55,101 (A$4.235) on 39 January 2007,

MTA- Sysmac which is owned by Sys-Mac and majer shareboldess of Missourt Tooking and Awtomalion i, USA, was 5o up 10 kvernge on the
combined strengihs of MTA and Sys-bag to market and build automated groduction lines in e USA and in Asiz.

B} New fingace faciliey geanid
The Australian subsidiary, Cesco Australia Limited. s secured o new finance facility and paid off the previous credit facilily establighed
ILER3,

The new facility covers ovendralt Nnancing, frade credic, asser snd involes financing 1o a total limit of ASS. I,




Z1ICOM GROUP LIMITED
ABN 62 009 816 871
HALF-YEAR REPORT - 31 DECEMBER 2006

Directors’ Declaration

In accordance with a resolution of the direciors of Zicom Gronp Limited, T state that:
In the opinion of the directors:

(a) the financial statements and notes of the consolidated enlity are in secordance with the Cerperations Act 2004,
wieluding:

(i} give a frue and fair view of the financial position as at 31 December 2006 and the pedormance for the half-
year ended on that date of the consclidated entity; and

(1) comply with Acecunting Standard AASB 134 Imerim Financial Reporting and the Corporations
Regulations 200H; and

(b} there are reasonable grounds 16 belicve that the company wili be able to pay ifs debts as and when they become dug

and payable,

On behalf of the Board

G L Sim
Chairman

Brishane
26 February 2007
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To the members of Zicom Group Limited
Report on the Half-Year Condensed Financial Report

We have reviewed the accompanying half-year financial report of Zicom Group Limited and the
entifies 1t confrolled during the half-year, which comprises the condensed balance sheet as at 31
December 2006, and the condensed income statement, condensed statement of changes in equity
and condensed cash flow statement for the half-year ended on that date, other selected explanatory
notes and the directors’ declaration.

Directors’ Responsibility for the Half-Year Financial Report

The directors of the company are responsible for the preparation and fair presentation of the half-
year financial report in accordance with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Act 2001. This responsibility includes designing,
implementing and maintaining internal controls relevant to the preparation and fair presentation of
the half-year financial report that is free from maierial misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express a conclusion on the half-year financial report based on our review.
We conducted our review in accordance with Auditing Standard on Review Engagements ASRE
2410 Review of an Interim Financial Report Performed by the Independent Audifor of the Enfify, in
order to state whether, on the basis of the procedures described, we have become aware of any
matter that makes us believe that the financial report is not in accordance with the Corporations Act
2001 including: giving a true and fair view of the consolidated entity’s financial position as at 31
December 2006 and its performance for the half-year ended on that date; and complying with
Accounting Standard AASB 134 Interim Financial Reporting and the Corporations Regulations
2001 and other mandatory financial reporting requirements in Australia. As the auditor of Zicom
Group Limited and the entities it controllied during the half-year, ASRE 2410 requires that we
comply with the ¢thical requirements relevant to the audit of the annual financial report.

A review of a half-year financial report consists of making enqguiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with
Australian Auditing Standards and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audit. Accordingly, we
do not express an audit opinion.

Independence

In conducting our review, we have complied with the independence requirements of the
Corporations Act 2001. We have given to the directors of the company a written Auditor’s
Independence Declaration, a copy of which is included in the Directors’ Report.

Liabiiily lHmied by o seheme approved wnder
Professioned Standards Legisimion
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N ERNST & YOUNG

Conclusion

Based on our review, which is not an audit, we have not become aware of any matter that makes us
believe that the interim financial report of Zicom Group Limited and the entities it controlled during
the half-year, is not in accordance with:

(a)  the Corporations Act 2001, including;

(i) giving a true and fair view of the conselidated entity’s financial position as at 31
December 2006 and of its performance for the half-vear ended on that date; and

(ii)  complying with Accounting Standard AASB 134 Interim Financial Reporting and
the Corporations Regulations 2001; and

{b) other mandatory finaneial reporting reguirements in Australia.

St Y

Erst & Young

Mike Reid
Partner

Brisbane

26 February 2007
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