Redflex Holdings Limited

ABN: 96 069 306 216

2005 Financial Year Results Summary

The directors of Redflex Holdings Limited are pleased to present the preliminary
accounts and the attached Appendix 4E for the financial year ended 30 June 2005.

Highlights
Profitable Performance

e Anincrease of 183% in Net Profit Before
Tax (NPBT) from $3.32 million to $9.39
million;

e An increase of 171% in Net Profit After
Tax (NPAT) from $3.32 million to $9.00
million;

e An increase of 39.7% in revenue from
$33.1 million to $46.3 million;

e An increase of 105% in Earnings Before
Interest Taxation Depreciation and
Amortisation (EBITDA) from $8.4 million
to $17.3 million.

Traffic Highlights

e An increase of 72% in operating profit
from $5.7 million to $9.8 million
(excluding head office charges);

e An increase of 53% in revenue from $24.6
million in FY04 to $37.7 million for the
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red light and speed photo enforcement business,

An increase of 78% in EBITDA from $9.6 million to $17.1 million excluding

head office charges.

Installed photo enforcement systems
increased from 301 to 489 at the date of
this report (193 systems constructed over
the period since July 2004 to date and 5
older systems were decommissioned
over the period due to city requirements
and road works).

USA Cities under contract since 30 June 2004 increased from 51 cities to 64.

o Albuquerque, NM
Council Bluffs, IA
Gardena, CA
Marysville, CA
Minneapolis, MN
Modesto, CA

o Northwood, OH
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Poway, CA
Sylvania, OH
Union City, CA
Laguna Woods, CA
Los Alamitos, CA
Bellwood, IL

USA market presence expanded to include three new states;

o lowa
o Minnesota
o New Mexico.

FY05

Strong demand continues with prospective clients for the public safety

solutions offered by Redflex.

New contracts in Australia, Greece, UK, Spain, Taiwan and Guatemala.

O O O O

the UK.

o First contract for photo radar speed enforcement in Guatemala.

Speed enforcement camera systems for the new cross Sydney tunnel.
Rail crossing enforcement camera for trial in Victoria
Speed Enforcement Camera systems for a major road tunnel in Taiwan
Additional orders for photo enforcement systems in South Africa and

o Additional portable Lasercam photo enforcement system orders.
Maintenance contracts in place to support over 150 photo enforcement

systems in Australia.

Patent litigation initiated by smaller competitor Nestor has been dismissed.

OCameras



Communications Highlights

e §$1.95 million operating profit
(excluding head office charges), which 1.5
was ahead of budget for the year, and 1.
up $2.8 million on last year’s result.

0.5-

e The award to Redflex O Profit RCS $m |
Communications of a prestigious $46 0 ' ' '
million contract by Lockheed Martin 051
to provide communications systems in

support of their Flight Service for the -1

21 Century (FS21) contract with the
Federal Aviation Administration.

FY03 FY04 FYO05

e Further contracts secured with the US Department of Defence for
communications systems.

e Because of the move to profitability and the large Lockheed Martin/FAA
contract, the directors have decided not to proceed with the divestment process
for the Communications division.

e Development of key elements of the third generation Switchplus technology
under the Research and Development START grant from the Commonwealth
Government.

Financial Highlights

e Strong financier support with the establishment of a US$13 million facility
with Harris Trust and Savings Bank (now Harris N.A. Bank) which has
allowed the continued growth in the USA.

e Ongoing support from shareholders, with the Share Purchase Plan in
November 2004 raising $5.1 million.

Operations
Redflex Traffic Systems

Redflex Traffic Systems, based in Scottsdale Arizona has contracts with 80 cities
world-wide in eleven countries and is the largest provider/operator of digital red light
photo enforcement services in the world. The total number of contracts in the USA
now totals 64 across thirteen states. Redflex Traffic Systems has continued to
perform as the market leader in the USA for red light and speed photo enforcement.

Overall we continue to see the market expand, and based on sales prospects within the
closing cycle, we are confident of contract signatures well in excess of last year over
the next 12 months. The directors believe that the USA market is large and diverse
providing a valuable opportunity for Redflex to create sharecholder value through
leveraging our leadership in photo enforcement and taking this to market with our
Build-Own-Operate business model.



The diversity of the photo enforcement market creates opportunity on a jurisdiction by
jurisdiction basis and just as we expect to find opportunities for rapid growth, we will
also find that on occasion our business can be impacted by legislation. In Ohio House
Bill 56 was introduced to inhibit the ability to use automated enforcement without an
officer present. This may or may not be approved and could also be amended or
tabled. Shareholders should note that attended mobile speed enforcement systems in
Ohio would not be impacted. We discussed this potential business issue in our market
release on 25™ of May.

Redflex is active in supporting legislation with the USA market to promote the
benefits of photo enforcement to improve public safety through the National
Campaign to Stop Red Light Running and lobby efforts in specific states.

In the State of Virginia enabling legislation for all photo enforcement programs had a
sun set clause of 30 June 2005 and legislation to extend this date failed to achieve the
required number of votes in the state legislature. Our only client in Virginia, Virginia
Beach has approved funding for the continued use of our systems for research
purposes in anticipation of approval to resume the program being granted within the
state legislature in the FY 06 financial year.

We invested significant resources into the development of new camera systems and
technologies during the year for both road based sensors and non intrusive based
detection systems for both speed and red light and also high resolution digital camera
systems that lead the market in system performance. High resolution and high
performance camera systems were launched this year for Red-light, Fixed Speed and
Mobile Speed platforms.

The Redflex high performance flash system is delivering excellent results throughout
the world, particularly in the large intersections within the United States.

The Redflex railway crossing enforcement camera has been successfully launched and
the Redflex Point-to-Point system has been proven in a range of enforcement
scenarios.

Our development program continues to target development of products to maintain
and improve our competitive position.

Redflex was granted US Patent number 6,919,823 B1 for Image Recording Apparatus
and Method during the last year. This patent protects intellectual property covering
the imaging and recording of traffic signal violations and use of a fixed or virtual limit
line as a means for detecting the presence of a vehicle prior to and beyond the location
where a vehicle is required to stop in response to a change in status of the traffic
signal.

Traffic business (Non USA - Australia, Europe, Asia and South Africa).

In Australia Redflex is the market leader for photo enforcement. During the year
Redflex was selected to install Speed Enforcement Camera systems for the new Cross
Sydney Tunnel in NSW and upgrades to bus lane, speed and red-light systems.

Redflex also completed the trial of the Point-to-Point Speed detection systems in
New South Wales. The technology delivered uses optical character recognition to
record the number plate of a vehicle as it passes the first camera which is then
compared with an image of the vehicle as it passes the second camera. The average
speed is then calculated and any vehicle whose average speed exceeds the speed limit



is then prosecutable. The trial has been very successful at detecting long distance
speeding. This technology is in another emerging market for Redflex.

Redflex installed its first Railway Crossing Enforcement Camera for trial in Victoria.
The first stage of the trial was successfully completed. This is an exciting emerging
market for Redflex.

The total number of systems and software supported under maintenance contracts in
Australia has grown to in excess of 150 systems. These systems are based in the
States of Victoria, New South Wales, Queensland, Tasmania and Western Australia.

Redflex Traffic Systems commenced sales activities in Asia during the year and
received our first order in December for Speed Enforcement Camera systems for a
major Tunnel in Taiwan. The system has been installed and accepted by the National
Police Agency of Taiwan.

Redflex also installed our first order for Greece, and received orders from South
Africa, Bahrain and the United Kingdom.

Redflex Communications Systems

The communications division had a strong recovery in FY05, returning a net profit
(excluding head office charges) of $1.95 million on revenues of $8.4 million. This
represents a profit increase of $2.8 million on the FY04 result.

This result is aligned with the Director’s expectations for the year and represents a
recovery of the businesses operations from conditions that prevailed in the previous
financial year. This profitable performance is expected to be substantially increased
through FY06.

Over the year the Division delivered complex Communications systems to key clients,
including Lockheed Martin, BAE Systems, Raytheon, the US Department of Defense
and the Australian Department of Defence. In addition to strong performance on
existing contracts, Redflex secured its largest single contract to date with Lockheed
Martin valued at $46million. This contract, along with a project for the US Air Force,
positions the company for continued success in FY06.

Redflex sales success can be attributed to the growing number of successful
installations and the commercialisation of the Switchplus Generation III product.
Redflex has successfully completed a number of long running programs during FY05.

On the back of the success of the Battlefield Communications System contract in
2004, Redflex has continued to grow its US operations in the Washington, DC area
providing for further sales opportunities with key Prime contractors and US
government agencies.

Redflex successfully completed the delivery of two communications systems for
simulation applications in FY05. This is a new market to which Redflex has been
able to apply its Switchplus product.

The following contracts have been signed with key customers since July 2004.
e A secure voice conferencing system for the US Joint Personnel Recovery
Agency.
e Two HF communications systems for the Taiwan Navy.
e Remote radio control systems for the US Army.



e Three voice communications systems for the Federal Emergency Management
Agency, USA.

e A major contract has been won with Lockheed Martin to supply voice and
communications equipment for the Federal Aviation Administration’s Flight
Service Stations of the 21st Century (FS21) Project. This project includes the
design and manufacture of equipment to provide national communications
control at 20 locations throughout the United States. System deliveries
commence in the later part of this year with the contract running through to
FYO07.

e Communications equipment contract valued at $1.5M for an existing
customer.

Redflex has continued the progress with its third generation voice communications
product with support from an Australian Government START grant. The
development is now more than 50% complete, and the balance of the $2.8M grant will
be utilised in FY06 to complete the project.

U

Graham Davie
Chief Executive Officer
30 August 2005




APPENDIX 4E

REDFLEX HOLDINGS LIMITED

ABN: 96 069 306 216

ASX PRELIMINARY FINAL REPORT FOR YEAR ENDED 30 JUNE 2005

Results for announcement to the market and lodged with the ASX under Listing Rule 4.3A

The Company has recorded revenue from ordinary activities of $46.316 million which was up 39.7 % on the previous

financial year. The net profit after tax for the group was $9.000 million compared to the prior year profit of $3.316

million, an increase of 171.4%.

The increase in revenue arose predominantly from the growth in our traffic photo enforcement business in the USA.

$A'000
Revenues from ordinary activities up 39.7% to 46,316
Profit from ordinary activities after tax up 1714 % to 9,000
Net profit for the period attributable to members up 1714 % to 9,000

Dividends (distributions)

Amount per security

Franked amount per
security

Final dividend
Interim dividend

Nil
Nil

Nil
Nil

Redflex Holdings Limited



STATEMENT OF FINANCIAL PERFORMANCE

FOR YEAR ENDED 30 JUNE 2005

Note

Revenue from Ordinary Activities 2

Expenses from Ordinary Activities

Materials & Consumables used 3

Depreciation and amortisation expense
Borrowing Costs
Salaries & Wages Expense & On costs

Outlays Capitalised in Research & Development

w W W w Ww

Other expenses from Ordinary activities

Specific items 3

W~
[
=g

Total expenses from Ordinary Activities

Profit (Loss) from Ordinary Activities before
Income Tax

Income Tax (Expense) / Benefit attributable to 4
Ordinary Activities

Net Profit / (Loss) attributable to members of 15
Redflex Holdings Limited

Net exchange difference on translation of foreign 14
statements of foreign controlled entity.

Equity raising costs
Total revenues, expenses and valuation adjustments

attributable to members of Redflex Holdings Limited
and recognised directly in equity 14

Total changes in equity not resulting from transactions
with owners as owners

Basic earnings per share 22
Diluted earnings per share

Weighted average number of Ordinary shares used in
calculation of Earnings per Share

Weighted average number of Ordinary shares used in
calculation of Diluted Earnings per Share

Redflex Holdings Limited

Consolidated Entity

Redflex Holdings Limited

30-Jun-05 30-Jun-04 30-Jun-05 30-Jun-04
$ $ $ $
46,315,736 33,139,712 2,408,362 1,508,627
7,723,441 5,669,048 0 0
7,754,396 4,808,543 114,267 125,249
667,730 373,607 20,027 13,812
19,248,794 13,453,312 626,862 560,809
(3,546,517) (2,025,234) 0 0
5,075,547 7,529,007 2,004,918 968,420
0 (15,743) 0 15,094,195
36,923,391 29,824,026 2,766,074 16,762,485
9,392,345 3,315,686 (357,712) (15,253,858)
(392,283) 0 95,301 0
9,000,062 3,315,686 (262,411) (15,253,858)
(3,152,543) (4,673,473) 0 0
0 (37,381) 0 (37,381)
(3,152,543) (4,710,854) 0 (37,381)
5,847,519 (1,395,168) (262,411) (15,291,239)
10.66 cents 4.36 cents
10.06 cents 4.20 cents
84,447,560 76,014,688
89,495,560 79,187,732



STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2005

Consolidated Entity

Redflex Holdings Limited

30-Jun-05 30-Jun-04 30-Jun-05 30-Jun-04
Note $ $ $ $
Current Assets
Cash Assets 3,344,325 2,780,450 44,192 127,088
Term Deposits 5,000,000 0 5,000,000 0
Security Deposits 1,422,590 1,239,898 826,746 585,000
Receivables 6(a) 9,703,627 8,177,712 280,430 685,430
Inventories 7 12,519,325 10,278,569 0 0
Prepayments 196,015 354,481 17,529 354,481
32,185,882 22,831,110 6,168,897 1,751,999
Non-Current Assets
Receivables 6(b) 0 0 53,260,648 49,726,754
Investments 8 0 0 3,456,672 3,740,142
Property Plant & Equipment 9 38,938,848 27,965,679 60,820 254,346
Future Income Tax Benefit 4 4,413,485 0 743,481 0
Intangibles 10 10,649,279 8,371,710 340,350 380,393
54,001,612 36,337,389 57,861,971 54,101,635
Total Assets 86,187,494 59,168,499 64,030,868 55,853,634
Current Liabilities
Payables 11 7,094,940 4,699,463 356,974 93,486
Borrowings 12 126,360 3,973,816 0 0
Provision for Taxation 4 252,504 0 252,504 0
Employee Provisions 13 634,468 815,879 153,944 56,095
8,108,272 9,489,158 763,422 149,581
Non Current Liabilities
Interest Bearing Borrowings 12 12,675,603 232,908 0 0
Non-Interest Bearing Borrowings 11 0 0 6,564,994 6,398,994
Deferred Income Tax Liability 4 4,503,822 0 2,079,058 0
Employee Provisions 13 181,888 261,514 15,415 120,140
17,361,313 494,422 8,659,467 6,519,134
Total Liabilities 25,469,585 9,983,580 9,422,889 6,668,715
Net Assets 60,717,909 49,184,919 54,607,979 49,184,919
Equity
Contributed Equity 14 79,318,484 73,633,013 79,318,484 73,633,013
Foreign Currency Translation Reserve 14 (10,954,890) (7,802,347) 0 0
Accumulated Losses 15 (7,645,685) (16,645,747) (24,710,505) (24,448,094)
Total Equity 60,717,909 49,184,919 54,607,979 49,184,919

Redflex Holdings Limited




STATEMENT OF CASHFLOWS
FOR THE YEAR ENDED 30 JUNE 2005

Consolidated Entity

Redflex Holdings Limited

30-Jun-05 30-Jun-04 30-Jun-05 30-Jun-04
Note $ $ $ $

Cash Flows from Operating Activities
Receipts from Customers 45,980,640 30,464,476 0 0
Payments to Suppliers and Employees (30,365,612)  (24,611,513) (2,279,962) (635,158)
Interest Received 223,671 79,648 169,565 64,915
Borrowing Costs (332,409) (373,607) (20,027) (13,812)
Income Tax Paid (49,442) 0 (49,442) 0
Net Cash Flows from (Used in) operating activities 17 | 15,456,848 5,559,004 (2,179,866) (584,055)|
Cash Flows from Investing Activities
Payments for Property, Plant and Equipment (20,611,165) (16,846,504) (35,847) (651,301)
Capitalised Research and Development (3,546,517) (2,134,311) 0 0
Proceeds/(Repayments) of Advances-Non Related Party 0 0 405,000 (590,954)
Proceeds/(Repayments) of Advances-Related Party 0 0 1,042,346  (12,051,201)
Net Cash Flows from (Used in) investing activities (24,157,682) (18,980,815) 1,411,499  (13,293,456)
Cash Flows from Financing Activities
Bank Borrowings 8,362,142 1,286,443 0 0
Lease Liability Incurred 217,094 (4,067) 0 0
Proceeds from Issue of Ordinary Shares 5,685,471 13,936,590 5,685,471 13,936,499
Payment of Share Issue Costs 0 (37,381) 0 (37,381)
Net Cash Flows from (Used in) financing activities 14,264,707 15,181,585 5,685,471 13,899,118
Net Increase/(Decrease) in Cash held 5,825,500 1,759,774 4,917,104 21,607
Effect of Exchange Rate Changes on Cash (261,625) (49,448) 0 0
Cash at Beginning of Financial Year 2,780,450 1,070,124 127,088 105,481
Cash at End of Financial Year 8,344,325 2,780,450 5,044,192 127,088
Reconciliation of Cash
Cash at the end of the year consists of:
Term Deposits 5,000,000 0 5,000,000 0
Cash at Bank and on Hand 3,344,325 2,780,450 44,192 127,088

8,344,325 2,780,450 5,044,192 127,088
Redflex Holdings Limited 4



Notes to the Financial Statements for the year ended 30 June 2005

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

This financial report is a general purpose financial report which has been prepared in accordance with the requirements of
the Corporations Act 2001 which includes applicable Accounting Standards. Other mandatory professional reporting
requirements (Urgent Issues Group Consensus Views) have also been complied with. The accounting policies adopted
are consistent with those of the previous year. The financial report has been prepared in accordance with the historical
cost convention.

Principles of Consolidation

The Consolidated financial statements are those of the consolidated entity, comprising Redflex Holdings Limited (the
parent company) and all entities controlled by the company during the year. The financial statements of subsidiaries are
prepared for the same accounting period as the parent company, using consistent accounting policies. All intercompany
balances and transactions, including unrealised profits arising from intragroup transactions, have been eliminated in full.
Unrealised losses are eliminated unless costs cannot be recovered.

Comparatives
Where necessary, comparatives have been reclassified and repositioned for consistency with current year disclosures.
The companies comprising the Redflex Group

Redflex Holdings Limited is the Parent Entity. Refer to Note 8 for details of all entities comprising the Consolidated Entity

Cash and cash equivalents

For the purposes of the Statement of Cash Flows, cash includes cash on hand and in banks readily convertible to cash
within two working days at nominal value, net of any outstanding bank overdrafts where offset arrangements exist.

Intangibles
Research and Development Costs

Research and development costs are deferred only where they are expected beyond reasonable doubt to be recovered
from future cash flows. Such costs are amortised over future periods on a basis related to those expected future benefits.
The commencement date for amortisation is the date of commissioning the product and capitalised costs are amortised
over a ten year period.

Goodwill

Goodwill represents the excess of the purchase consideration over the fair value of identifiable net assets acquired at the
time of acquisition of a business. Goodwill is amortised over the period which benefits are expected to be received which
is on a ten year straight line basis.

Foreign Currencies

Transactions in foreign currencies of entities within the Consolidated Entity are converted to local currency at the rate of
exchange ruling at the date of the transaction.

Amounts payable to and by the entities within the Consolidated Entity that are outstanding at the balance date and are
denominated in foreign currencies have been converted to local currency using rates of exchange ruling at the end of the
financial year.

A monetary item arising under a foreign currency contract outstanding at the reporting date where the exchange rate for
the monetary item is fixed in the contract is translated at the exchange rate fixed in the contract. Except for certain foreign
currency options, all resulting exchange rate differences arising upon settlement or restatement are recognised as
revenues and expenses for the year.

All exchange differences arising on settlement or re-statement are brought to account in determining the profit or loss for
the financial year, and transaction costs, premiums and discounts on forward currency contracts are deferred and
amortised over the life of the contract. Premiums on foreign currency options are expensed as incurred.

The USA traffic entity is considered financially and operationally independent of the parent entity. Accordingly the financial
reports of the overseas operations are translated using the current rate method and any exchange differences are taken
directly to the foreign currency translation reserve.

Redflex Holdings Limited



Leases

Leases are classified at their inception as either financial or operating leases based on the economic substance of the
agreement so as to reflect the risks and benefits incidental to ownership.

The minimum lease payments of operating leases, where the lessor effectively retains substantially all of the risks and
benefits of ownership of the leased item, are recognised as an expense on a straight line basis.

Leases which effectively transfer substantially the entire risks and benefits incidental to ownership of the leased item to the
group are treated as financial leases and capitalised at the present value of the minimum lease payments and disclosed as
property, plant & equipment. A lease liability of equal value is also recognised.

Capitalised lease assets are depreciated over the term of the lease. Minimum lease payments are allocated between
interest expense and reduction of the lease liability with the interest expense calculated using the interest rate implicit in
the lease and recognised directly in the operating results.

Property Plant & Equipment

Cost and Valuation

Items of property plant and equipment comprising a class of non-current assets are brought to account at cost and have
not been revalued.

Depreciation

Depreciation rates are adopted as follows:

Furniture & Fittings and Other : 13-18% pa reducing balance
Leasehold Improvements: 20% pa straight line
Property, Plant & Equipment:  Straight line over a period of seven years

The depreciation rates are consistent with the prior year.

Taxes

Income Taxes

Tax-effect accounting is applied using the liability method whereby income tax is regarded as an expense and is
calculated on the accounting profit after allowing for permanent differences effective from 30 June 2003. To the extent that
timing differences occur between the times items are recognised in the financial statements and when items are taken into
account in determining taxable income, the net related income tax benefit calculated at current rates, is treated as a future
income tax benefit or deferred income tax liability. Tax benefits arising from net timing differences and carry forward tax
losses have been brought to account as the recovery of the benefit is considered beyond reasonable doubt.

Tax Consolidation

For the purposes of income taxation, the directors of Redflex Holdings Limited and its 100% Australian owned subsidiaries
have formed a tax consolidated group from 1 July 2003. Members of the group have entered into a tax sharing
arrangement in order to allocate income tax expense to the wholly owned subsidiaries on a prorata basis. In addition the
agreement provides for the allocation of income tax liabilities between the entities should the head entity default on its tax
payment obligations.

Earnings per share

Basic EPS is calculated as net profit attributable to members divided by the weighted average number of ordinary shares,
adjusted for any bonus element where applicable. Diluted EPS is calculated as the net profit attributable to members,
adjusted for costs of servicing equity, the after tax effect of dividends and interest associated with dilutive potential ordinary
shares that have been recognised as expenses, and other non-discretionary changes in revenue and expenses during the
period that would result from the dilution of potential ordinary shares divided by the weighted average number of ordinary
shares and dilutive potential ordinary shares, adjusted for any bonus element.

Investments

All investments are non-current and are carried at the lower of cost and recoverable amount.

Employee Benefits

Provision is made for employee benefits accumulated as a result of employees rendering services up to the reporting date.
These benefits include salaries and wages, sick leave and long service leave.

Any liabilities expected to be settled within twelve months are measured at their nominal amounts based on remuneration
rates which are expected to be paid when the liability is settled.

All other employee benefit liabilities are measured at the present value of the estimated future cash outflow to be made in
respect of services provided by employees up to the reporting date. In determining the present value of future cashflows,
the market yield as at the reporting date on national government bonds, which have terms to maturity approximating the

Redflex Holdings Limited



terms of the related liability, are used.

The consolidated entity has adopted the revised Accounting Standard AASB 1028 “Employee Benefits” for the
measurement of employee benefit liabilities. The value of employee share based payment arrangements have not been
recognised as an expense.

Recoverable Amounts

Non-current assets are not carried at an amount above their recoverable amount. In determining the recoverable amount,
cash flows are discounted, and where carrying values exceed this recoverable amount, assets are provided for.

Revenue Recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the entity and the revenue
can be reliably measured. The following specific recognition criteria must also be met before revenue is recognised:

Sale of Goods
Control of the goods has passed to the buyer upon shipment.
Rendering of Services

Where the contract outcome can be reliably measured:

. control of a right to be compensated for the services has been attained and the stage of completion can be reliably
measured. Stage of completion is measured by reference to the material costs and labour hours incurred to date as
a percentage of total material costs and estimated labour hours for each contract.

Where the contract outcome cannot be reliably measured revenue is recognised only to the extent that costs have been
incurred.

Unbilled contract revenue

Unbilled contract revenue included in Work In Progress represents revenue earned by the Company in advance of being
billable under customer contract terms. Under the terms of some current contracts, the Company cannot bill the
municipality until the court has collected the citation fine. Management records unbilled contract revenue in these

situations, based upon a historical pattern of collections by the courts for the municipalities. The pattern of collections on
these citations is continually reviewed and updated by management.

Deferred revenue

Deferred revenue arises from some contracts whereby the customer pays for services yet to be performed. Revenue is
brought to account over the period in which these services are provided.

Interest revenue
Control of the right to receive the interest payment.

Inventories
Inventories are valued at the lower of weighted average cost and net realisable value.
Costs incurred in bringing each product to its present location and condition are accounted for as follows:

. Raw Materials - purchase cost on a first-in-first-out basis; and

. Work-in-progress - cost of direct material and labour and a proportion of manufacturing overheads based on normal
operating capacity, and

. Infrastructure Components — Components held for resale or conversion into fixed in-ground installations for traffic
contracts are carried at cost. The conversion of these components to property, plant and equipment occurs at the
point newly contracted sites are commissioned.

Redflex Holdings Limited



Financial Instruments

The Consolidated Entity’s accounting policies, including the terms and conditions of each class of financial asset, financial
liability and equity instrument, both recognised and unrecognised at the balance date, are as follows.

The interest rate risk and fair market valuation of financial instruments are shown in note 24.

Recognised financial instruments

(i) Financial Assets
Receivables — Trade

Receivables — Controlled Entities

Receivables — Other Corporations

Term deposits.

Security Deposits.

(i) Financial Liabilities
Bank Borrowings

Payables

Amount payable to Controlled Entities

(iii) Equity
Ordinary Shares

Redflex Holdings Limited

Accounting Policies

Trade receivables are carried at nominal
amounts due less any provision for doubtful
debts. A provision for doubtful debts is
recognised when collection of the full
nominal amount is no longer probable.

Amounts (other than trade debts)
receivable from related entities are carried
at nominal amounts due. Interest (when
charged) is taken up as income on an
accrual basis.

Amounts (other than trade debts)
receivable from non related parties/entities
are carried at nominal amounts due.
Interest (when charged) is taken up as
income on an accrual basis.

Short term deposits are predominantly in
USD and converted at year end rates. They
are stated at the lower of cost or net
realisable value. Interest is recognised
when earned

Security deposits are stated at the lower of
cost and net realisable value. Interest is
recognised when earned

Terms and Conditions

Credit sales are on 30 day terms.

Loans are at call and non interest
bearing.

Loans and interest outstanding, if
any, are at call.

Short term deposits have an
average maturity of 90 days and
effective interest rates of between
5.0% and 5.5%.

Security deposits remain for the
term of the lease and achieve
effective interest rates of ~5%.

Bank borrowings are in USD, converted at year Interest is charged at the bank's
end exchange rates and carried at the principal benchmark rate plus margin 0f

amount. Interest is charged as an expense as

it accrues.

Liabilities are recognised for amounts to be
paid in the future for goods and services
received, whether or not billed to the
Consolidated Entity.

Loans from related parties are carried at the
principal amount. Interest (when charged by
the lender) is taken up as an expense on an
accrual basis.

Issued and paid-up capital is recognised at the

fair value of the consideration received by the
company.

~5%.

Trade liabilities are normally
settled between 30 and 60 days.

Loans are at call and non interest
bearing.

The Company is authorised to
issue up to 200,000,000 Ordinary
Shares. Details of shares issued
and the terms and conditions of
options outstanding over Ordinary
Shares at balance date are set out
in Note 14.



Consolidated Entity Redflex Holdings Limited

30-Jun-05 30-Jun-04 30-Jun-05 30-Jun-04
$ $ $ $
NOTE 2 REVENUE FROM ORDINARY ACTIVITIES
Revenue from operating activities:
Revenue from sale of goods & services 16,368,860 15,807,134 0 0
Revenue from fee for service contracts 29,723,205 17,252,930 0 0
Total revenue from operating activities 46,092,065 33,060,064 0 0
Revenues from outside the operating activities:
Interest from other persons 223,671 79,648 169,565 64,915
Management Fees 0 0 2,238,797 1,443,712
Total revenue from outside the operating activities 223,671 79,648 2,408,362 1,508,627
Total revenue from ordinary activities 46,315,736 33,139,712 2,408,362 1,508,627
Consolidated Entity Redflex Holdings Limited
30-Jun-05 30-Jun-04 30-Jun-05 30-Jun-04
$ $ $
NOTE 3 EXPENSES AND LOSSES
Movements in Work In Progress 720,957 2,563,115 0 0
Operating Lease Rental 433,143 248,428 0 0
Occupancy Costs 1,230,792 1,491,492 (14,039) 267,878
Provision for Doubtful Debts (515,727) 27,000 0 0
Bad Debts Written Off 510,000 0 0 0
Other Expenses from Operating Activities 2,696,382 3,198,972 2,018,957 700,542
5,075,547 7,529,007 2,004,918 968,420
Depreciation of Plant & Equipment 6,485,449 3,811,982 74,224 105,228
Amortisation of Intangibles 1,268,947 996,561 40,043 20,021
7,754,396 4,808,543 114,267 125,249
Materials & Consumables used 7,723,441 5,669,048 0 0
Borrowing costs 667,730 373,607 20,027 13,812
Outlays Capitalised in Intangibles (3,546,517)  (2,025,234) 0 0
Salaries & Wage Expense 19,248,794 13,453,312 626,862 560,809
Specific Expenses 0 (15,743) 0 15,094,195
24,093,448 17,454,990 646,889 15,668,816
Total Expenses from Ordinary Activities 36,923,391 29,996,526 2,766,074 16,762,485
(a) Specific Items
Profit from Ordinary activities before income tax
expense includes the following revenue and
expenses whose disclosure is relevant in
explaining the financial performance of the entity:
Provision for Diminution in Related Party Receivables 0 0 0 15,484,938
Provision for Writedown of Receivables emanating 0 375,000 0 0
from past Structured Finance Transactions.
Write-back of Provision for Unrecovered Loan
balances relating to the ESAS Loan Scheme. 0 (390,743) 0 (390,743)
Total Specific Items 0 (15,743) 0 15,094,195

Redflex Holdings Limited 9



NOTE 4 INCOME TAX

The prima facie tax, using tax rates applicable in
Australia of 30% (2004 - 30%), on profit (loss) from
operations differs from the income tax provided in the
financial statements:

Prima facie tax on profit (loss) from operations

Tax effect of permanent differences

Future Income Tax Benefit now brought to account
Utilisation of tax losses
Under (over) provision in prior years

Income Tax Expense (Credit) attributable to
ordinary activities

Deferred Tax Assets and Liabilities

Current Income Tax Payable

Provision for Deferred Income Tax — Non-Current
Future Income Tax Benefit — Non-Current

Future income tax benefits from c/f income tax losses
and timing differences not brought to account:

On revenue account
On capital account

Consolidated Entity

Redflex Holdings Limited

30-Jun-05 30-Jun-04 30-Jun-05 30-Jun-04
$ $ $ $
2,817,704 994,706 (107,314) (4,576,160)
(219,300) (547,223) 12,013 0
(2,423,319) 0 0 0
0 (447,483) 0 4,576,160
217,198 0 0 0
392,283 0 (95,301) 0
252,504 0 252,504 0
4,503,822 0 2,079,058 0
4,413,485 0 743,481 0
0 1,913,613 0 1,913,613
359,704 417,223 359,704 417,223

During the year the Company recognized the future tax benefits and liabilities arising from the full recognition of tax effect accounting.

Tax-effect accounting is applied using the liability method whereby income tax is regarded as an expense and is calculated on the
accounting profit after allowing for permanent differences. To the extent that timing differences occur between the times items are
recognised in the financial statements and when items are taken into account in determining taxable income, the net related income tax
benefit calculated at current rates, is treated as a future income tax benefit or deferred income tax. Tax benefits arising from net timing
differences and carry forward tax losses have been brought to account as the recovery of the benefit is considered beyond reasonable

doubt.

The above future income tax benefit will only be obtained if:
(i)  future assessable income is derived of a nature and of an amount sufficient to enable the benefit to be realised;
(i)  the conditions for deductibility imposed by tax legislation continue to be complied with; and

(iif)

The company has available franking credits of $164,806.

Tax Consolidation

no changes in tax legislation adversely affect the Consolidated Entity in realising the benefit

For the purposes of income taxation, Redflex Holdings Limited and its 100% Australian owned subsidiaries have formed a tax
consolidated group effective from 1 July 2003. Members of the group have entered into a tax sharing arrangement in order to allocate
income tax expense to the wholly owned subsidiaries on a prorata basis. In addition the agreement provides for the allocation of income
tax liabilities between the entities should the head entity default on its tax payment obligations.

NOTES5 AUDITOR'S REMUNERATION

Amount received or due and receivable by Ernst &
Young for:

Auditing or review of the financial report of the entity
and subsidiaries.

Auditing of separate financial statements for
subsidiaries within Australia

Auditing of separate financial statements for
subsidiaries outside Australia

Other services

Redflex Holdings Limited

Consolidated Entity

Redflex Holdings Limited

30-Jun-05 30-Jun-04 30-Jun-05 30-Jun-04
$ $

134,250 120,850 134,250 120,850
16,470 20,000 0 0
117,720 105,857 0 0
15,000 0 15,000 0
283,440 246,707 149,250 120,850
10



NOTE 6

RECEIVABLES

(a) Current

Trade Debtors
Other Debtors
Provision for non-recovery

(b) Non Current

NOTE 7

NOTE 8

(a) This Company is not audited by Ernst & Young, the Redflex Holdings Limited's auditors.

Controlled entities
Provision for non-recovery
Other Corporations
Provision for non-recovery

INVENTORIES

Raw Materials — at cost

Work in Progress — at cost
Infrastructure Components — at cost
Provision for write-downs

INVESTMENTS

Shares in controlled entities

Controlled Entities of Redflex Holdings Limited
Redflex Limited

Aerospace Systems Ltd

Silverlene (R&D) Pty Ltd

Redflex Traffic Systems Inc

Controlled Entities of Redflex Limited
Redflex Touchscreens Pty Ltd

Redflex Communications Systems Pty Ltd
Redflex Management Services Pty Ltd
Redflex Finance Pty Ltd

Taglink Pty Ltd

Tiripa Pty Ltd

APR Investments Pte Ltd (a)

Redprime Pty Ltd

Controlled Entities of Redflex Communications
Systems Pty Ltd

Redflex Communication Systems Inc

Controlled Entities of Redflex Traffic Systems Inc

Redflex Traffic Systems Pty Ltd
Redflex Traffic Systems (California) Inc

Consolidated Entity

Redflex Holdings Limited

30-Jun-05 30-Jun-04 30-Jun-05 30-Jun-04
$ $ $ $
9,250,770 7,620,996 78,478 0
1,807,603 2,003,562 878,268 1,132,183
(1,354,746) (1,446,846) (676,316) (446,753)
9,703,627 8,177,712 280,430 685,430
0 0 68,745,586 65,211,692

0 0 (15,484,938) (15,484,938)
783,684 783,684 783,684 783,684
(783,684) (783,684) (783,684) (783,684)
0 0 53,260,648 49,726,754
9,703,627 8,177,712 53,541,078 50,412,184

Consolidated Entity

Redflex Holdings Limited

30-Jun-05 30-Jun-04 30-Jun-05 30-Jun-04

$ $ $ $

1,446,322 1,379,895 0 0
4,090,234 3,369,277 0 0
7,482,269 5,529,397 0 0
(499,500) 0 0 0
12,519,325 10,278,569 0 0
Country of % Owned Investment in Subsidiary

Incorporation

Aust
Aust
Aust
USA

Aust
Aust
Aust
Aust
Aust
Aust
Singapore
Aust

USA

Aust
USA

30-Jun-05 30-Jun-04

100
100

0
100

100

100

100

100

100
100

100
100
100
100

100
100
100
100
100
100
100
100

100

100
100

30-Jun-05 30-Jun-04
$ $
3,356,668 3,356,668
100,003 100,003

0 283,470

1 1
3,456,672 3,740,142

Silverlene (R&D) Pty Ltd, Redflex Touchscreens Pty Ltd, Redflex Management Services Pty Ltd, Taglink Pty Ltd, Tiripa Pty Ltd and
Redprime Pty Ltd have all been deregistered.

Redflex Holdings Limited



NOTE 9

PROPERTY PLANT & EQUIPMENT

Property plant & equipment- at cost
Furniture and Fittings

Computer Equipment

Motor Vehicles

Leasehold Improvements

Plant and Equipment

Less Accumulated depreciation
Furniture and Fittings

Computer Equipment

Motor Vehicles

Leasehold Improvements

Plant and Equipment

Total Written Down Amount

Furniture and Fittings

Carrying amount at beginning

Additions

Disposals

Net foreign currency movements arising from self-
sustaining foreign operations

Depreciation Expense

Computer equipment

Carrying amount at beginning

Additions

Disposals

Transfer from plant & Equipment

Net foreign currency movements arising from self-
sustaining foreign operations

Depreciation Expense

Motor Vehicles

Carrying amount at beginning

Additions

Disposals

Net foreign currency movements arising from self-
sustaining foreign operations

Depreciation Expense

Leasehold Improvements

Carrying amount at beginning

Additions

Disposals

Net foreign currency movements arising from self-
sustaining foreign operations

Depreciation Expense

Redflex Holdings Limited

Consolidated Entity

Redflex Holdings Limited

30-Jun-05 30-Jun-04 30-Jun-05 30-Jun-04

$ $ $ $

812,132 572,248 132,312 132,312
2,649,493 1,719,992 105,214 105,214
472,899 273,215 0 0
310,267 302,296 156,622 156,622
51,138,853 35,537,986 345,269 503,358
55,383,644 38,405,737 739,417 897,506
(444,922) (389,989) (128,664) (121,656)
(986,895) (792,999) (60,560) (44,002)
(57,264) (24,211) 0 0
(221,439) (183,164) (153,267) (144,610)
(14,734,276)  (9,049,695) (336,106) (332,892)
(16,444,796) (10,440,058) (678,597) (643,160)
38,938,848 27,965,679 60,820 254,346

Consolidated Entity

Redflex Holdings Limited

30-Jun-05 30-Jun-04 30-Jun-05 30-Jun-04
182,259 313,325 10,656 40,038
280,976 75,786 0 1,397
(2,001) (42,657) 0 (2,657)
(39,091) (20,095) 0 0
(54,933) (144,100) (7,008) (28,122)
367,210 182,259 3,648 10,656
926,993 667,995 30,244 0
988,945 444,100 30,968 0
(9,134) 0 0 0

0 0 0 30,244
(50,310) 0 0 0
(193,896) (185,102) (16,558) 0
1,662,598 926,993 44,654 30,244
249,004 0 0 0
235,623 273,902 0 0
0 0 0 0
(35,939) 0 0 0
(33,053) (24,898) 0 0
415,635 249,004 0 0
119,132 155,402 12,012 28,944
8,286 40,175 0 0

0 (34,798) 0 (4,798)

(315) (1,402) 0 0
(38,275) (40,245) (8,657) (12,134)
88,828 119,132 3,355 12,012
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Plant & Equipment

Carrying amount at beginning

Additions

Disposals

Net foreign currency movements arising from self-
sustaining foreign operations

Transfer to Computer Equipment

Depreciation Expense

Total Written Down Amount

NOTE 10 INTANGIBLES

(a) Deferred Research and Development Expenditure
Balance at beginning of year

Research and Development costs incurred during
the year and Deferred

Grant received

Accumulated Amortisation

(b) Goodwill at cost
Less accumulated amortisation

NOTE 11 PAYABLES & NON INTEREST BEARING
LIABILITIES

(a) Current — Payables
Trade Creditors
Deferred Revenue
Other Creditors

(b) Non-current — Non Interest Bearing
Amount Payable to Controlled Entities

Redflex Holdings Limited

26,488,291 18,335,479 201,434 39,705
19,135,217 16,232,425 4,880 256,946
(26,751) 0 (155,149) 0
(3,026,888)  (4,651,976) 0 0
0 0 0 (30,244)
(6,165,292)  (3,427,637) (42,002) (64,973)
36,404,577 26,488,291 9,163 201,434
38,938,848 27,965,679 60,820 254,346

Consolidated Entity

Redflex Holdings Limited

30-Jun-05 30-Jun-04 30-Jun-05 30-Jun-04
$ $ $ $
10,603,451 8,469,141 0 0
4,841,225 2,306,810 0 0
15,444,676 10,775,951 0 0
(1,294,708) (172,500) 0 0
14,149,968 10,603,451 0 0
(3,841,039)  (2,612,134) 0 0
10,308,929 7,991,317 0
400,414 400,414 400,414 400,414
(60,064) (20,021) (60,064) (20,021)
340,350 380,393 340,350 380,393
10,649,279 8,371,710 340,350 380,393

Consolidated Entity

Redflex Holdings Limited

30-Jun-05 30-Jun-04 30-Jun-05 30-Jun-04
$ $ $ $
3,998,902 2,777,052 278,022 0
173,819 428,987 0 0
2,922,219 1,493,424 78,952 93,486
7,094,940 4,699,463 356,974 93,486
0 0 6,564,994 6,398,994

0 0 6,564,994 6,398,994
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Consolidated Entity Redflex Holdings Limited

NOTE 12 INTEREST BEARING LIABILITIES 30-Jun-og 30-Jun-0§ 30-Jun-04
$
(a) Current — Borrowings
Bank Borrowings 0 3,761,801 0 0
Lease liability 126,360 212,015 0 0
126,360 3,973,816 0
(b) Non-current - Borrowings
Bank Borrowings 12,335,958 0 0 0
Lease liability 339,645 232,908 0 0
12,675,603 232,908 0

During the year the company acquired a USD 13 million secured Revolving Credit Facility to fund the growth within the USA Traffic
Division. The initial draw-down was used to repay the National Australia Bank debt facilities. The debenture held by the NAB over all
the Redflex traffic companies was removed.

The new financier, Harris Trust and Savings Bank (now Harris N. A. Bank) was granted a first and only priority senior security interest in
Redflex Traffic systems Inc and its subsidiaries (Note 8)

Lease liabilities are secured by way of a charge over the leased assets.

Consolidated Entity Redflex Holdings Limited
30-Jun-05 30-Jun-04 30-Jun-05 30-Jun-04
NOTE 13 EMPLOYEE PROVISIONS
(a) Current
Provision for Employee Benefits 634,468 815,879 153,944 56,095
(b) Non-current
Provision for Employee Benefits 181,888 261,514 15,415 120,140
816,356 1,077,393 169,359 176,235

An employee share plan has been established where Redflex may, at the discretion of the Remuneration Committee, grant options to
executives and certain members of staff of the consolidated entity. The options, issued for nil consideration, are granted in accordance
with performance guidelines established by the Directors. The options are issued for a term of 5 years. The options cannot be
transferred and will not be quoted on the ASX. There are currently 9 executives and 23 staff eligible for this scheme.

RDFAM RDFAO RDFAP RDFAR RDFAS  RDFAT
Grant date 16/10/2003 21/5/2001 1/2/2001  26/9/2003  26/9/2003  1/6/2004
Vesting date 8/10/1999 20/5/2001 1/2/2001 (i) (ii) (iii)
Expiry date 8/8/2004 20/5/2006  11/1/2006 5 years 5 years 5 years
Weighted average Exercise Price $2.9763 $1.52 $1.8631 $0.50 $0.5859  $2.0600
Number of options at beginning of year 40,000 60,000 20,000 1,800,000 2,555,000 1,348,000
Number of options exercised (20,000) 0 (20,000) (300,000) (625,000) 0
Number of options expired (20,000) 0 0 0 0 0
Number of options granted 0 0 0 0 0
Number of options at end of year 0 60,000 0 1,500,000 1,930,000 1,348,000

Date options exercised 8/8/2004 2/3/2005 28/10/2004 Various
Number of shares issued 20,000 20,000 300,000 625,000
Fair Market Value $2.95 $3.65 $3.18 $3.25
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(i) The vesting dates for RDFAR options are one third on 1 February 2004 with the balance vesting on a monthly basis pro-rata through
to 1 February 2006.

(ii) The vesting dates for RDFAS options are one third on each of 1 February 2004, 2005 and 2006.

(iii) The vesting dates for RDFAT options are one third on each of 1 June 2005, 2006 and 2007.

Consolidated Entity Redflex Holdings Limited
30-Jun-05 30-Jun-04 30-Jun-05 30-Jun-04
$ $ $ $
NOTE 14 CONTRIBUTED EQUITY
Issued and paid up capital
85,660,050 Ordinary Shares fully paid, (2004 -
83,141,433 Shares) 79,318,484 73,633,013 79,318,484 73,633,013
Unquoted Employee Options (2004-5,823,000)
Number Grant Date  Vesting Date Expiry Date Exercise Price
60,000 unquoted options 20/5/2001 20/5/2001 20/5/2006 $1.52
1,500,000 unquoted options 26/9/2003 (i) 5 years $0.50
1,930,000 unquoted options 26/9/2003 (i) 5 years $0.5859
1,348,000 unquoted options 1/6/2004 (iii) 5 years $2.06
Movements in Shares on Issue Number of $
Shares

Beginning of the Financial Year 83,141,433 73,633,013
Issued during the year by -
Conversion of options 965,000 622,784
Issue of shares under Executive Remuneration Plan 77,615 0
Share Purchase Plan 1,476,002 5,062,687

85,660,050 79,318,484

Consolidated Entity
30-Jun-05 30-Jun-04

Foreign Currency Translation Reserve s
Beginning of the Financial Year (7,802,347) (3,128,874)
Effect of Exchange rate movement on translation (3,152,543) (4,673,473)
End of the Financial Year (10,954,890) (7,802,347)

The Foreign Currency Translation Reserve is used to record exchange differences arising from the translation of the financial
statements of self sustaining foreign operations.

(i) The vesting dates for RDFAR options are one third on 1 February 2004 with the balance vesting on a monthly basis pro-rata through
to 1 February 2006.

(ii) The vesting dates for RDFAS options are one third on each of 1 February 2004, 2005 and 2006.
(iii) The vesting dates for RDFAT options are one third on each of 1 June 2005, 2006 and 2007.

Movements in Issued Capital

Issue of Shares

During the year the Company issued the following shares:
1. 1,476,002 Ordinary Shares were issued by way of a Share Purchase Plan at a price of $3.43 per share fully paid.
2. 20,000 Ordinary Shares were issued on conversion of RDFAM unlisted employee options at a price of $2.97 per share fully paid.

3. 625,000 Ordinary Shares were issued on conversion of RDFAS unlisted employee options at prices of $0.5966 to $0.6073 per
share fully paid.

4. 300,000 Ordinary Shares were issued on conversion of RDFAR unlisted employee options at a price of $0.50 per share fully paid.
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5. 20,000 Ordinary Shares were issued on conversion of RDFAP unlisted employee options at a price of $1.8631 per share fully

paid.

6. 77,615 ordinary Shares were issued at $nil price in consideration for executive remuneration under the Executive Share Plan.

Terms and Conditions of Contributed Equity

Ordinary shares have the right to receive dividends as declared and, in the event of winding up the company, to participate in the

proceeds from the sale of all surplus assets in proportion to the number of and amounts paid up on shares held.

Issue of Options

During the year ended 30 June 2004, no options were issued.

Expiration of Options

500,000 unlisted options issued at an exercise price of $4.98 expired on 30 June 2005.

20,000 unlisted employee options at an exercise price of $2.9763 expired on 8 August 2004.

Redflex Employee Share Acquisition Scheme and Redflex Employee Option Plan

Redflex Holdings Limited has established the Redflex Employee Share Acquisition Scheme and the Redflex Employee Option Plan.
Options are allocated to employees based on seniority with management discretion permissible.

The terms of the Employee Share Acquisition Scheme provide for loans to eligible employees of up to 95% of the issue price of shares
in Redflex Holdings Limited, repayable in five years. The terms of these loans provide, amongst other things, that the final amount
payable shall not exceed the market value of the shares purchased under the loan arrangement.

NOTE 15 ACCUMULATED LOSSES

Balance at Beginning of year

Net Profit (Loss) attributable to members of Redflex

Holdings Limited
Balance at End of Year

NOTE 16 LEASE COMMITMENTS

(a) Operating Leases
Operating Lease Commitments Payable not later
than one year
Later than one year but no later than two years
Later than two years but not later than five years
Later than five years

(b) Finance Leases
Finance Leases Payable not later than one year
Later than one year but no later than two years
Later than two years but not later than five years
Later than five years

Future Finance Charges
Lease liability

Total Lease Liability

Current Liability
Non-Current Liability

Redflex Holdings Limited

Consolidated Entity

Redflex Holdings Limited

30-Jun-05 30-Jun-04 30-Jun-05 30-Jun-04
$ $
(16,645,747)  (19,961,433) (24,448,094) (9,194,236)
9,000,062 3,315,686 (262,411) (15,253,858)
(7,645,685) (16,645,747) (24,710,505)  (24,448,094)
Consolidated Entity Redflex Holdings Limited
30-Jun-05 30-Jun-04 30-Jun-05 30-Jun-04
$ $ $ $
1,699,662 1,401,327 625,264 625,264
1,530,304 1,228,882 625,264 625,264
1,248,645 1,936,771 416,842 1,042,106
0 0 0 0
4,478,611 4,566,980 1,667,370 2,292,634
126,360 212,015 0 0
95,545 232,908 0 0
244,100 0 0 0
0 0 0 0
466,005 444,923 0 0
37,280 8,572 0 0
428,725 436,351 0 0
466,005 444,923 0 0
126,360 212,015 0 0
339,645 232,908 0 0
466,005 444,923 0 0
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NOTE 17 STATEMENT OF CASH FLOWS Consolidated Entity Redflex Holdings Limited

30-Jun-05 30-Jun-04 30-Jun-05 30-Jun-04
$ $ $ $
Reconciliation of Profit (Loss) from ordinary
activities after tax, to net cash inflow from operations

Net Profit/(Loss) after Income Tax 9,000,062 3,315,686 (262,411) (15,253,858)
Non Cash Flow Items
Depreciation Expense 6,485,449 3,851,402 74,224 105,228
Amortisation of Intangibles 1,268,948 996,561 40,043 20,021
Provision for Employee Entitlements (261,037) 322,443 (6,876) 6,678
Provision for Diminution in Value of Receivables 0 0 0 15,094,195
Provision for Doubtful Debts (17,100) 27,000 0 0
Provision for Inventory Write downs 499,500 0 0 0
Provision for Non-Recovery of Receivables 0 (40,000) 0 (390,743)
Change in Operating Assets and Liabilities
Decrease/(Increase) in Security Deposits (182,691) (387,527) (241,746) 956,134
Decrease/(Increase) in Prepayments 158,466 (26,450) 336,952 (91,410)
Decrease/(Increase) in Receivables — Non Current 0 265,511 (3,971,621) (1,052,969)
Decrease/(Increase) in Receivables - Current (1,433,814) (2,741,614) 0 0
Decrease/(Increase) in Inventories (2,740,255) (277,958) 0 0
Decrease/(Increase) in Future Income Tax Benefit (4,413,485) 0 (743,481) 0
Increase/(Decrease) in Deferred Revenue (255,168) 428,987 0 0
Increase/(Decrease) in Deferred Income Tax
Liability 4,503,822 0 2,079,058 0
Increase/(Decrease) in Provision for Taxation 252,504 0 252,504 0
Increase/(Decrease) in Payables 2,591,647 (175,037) 263,488 22,669
Net Cash Inflow/(Outflow) from Operating 15,456,848 5,559,004 (2,179,866) (584,055)
Activities

NOTE 18 SUPERANNUATION COMMITMENTS

The Consolidated Entity has arranged Group superannuation plans whereby the employee and the employer contribute varying
amounts of superannuation, depending on an employee's remuneration package. Employees have the choice of which
superannuation Fund they wish to participate in.

In addition, the Consolidated Entity had during the year ended 30 June 2005 a statutory responsibility to contribute 9% of an Australian
employee's salary, which is also paid to a number of funds as directed by each employee.

All of the economic entities' responsibilities in respect to superannuation commitments relating to the year ended 30 June 2005 have
been discharged. All relevant superannuation funds are Accumulation Funds and accordingly there is no unfunded liability as at this
date.
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NOTE 19 DIRECTOR AND EXECUTIVE DISCLOSURES

The Remuneration Committee of the Board of Directors’ is responsible for determining and reviewing compensation arrangements for
the directors, the chief executive officer and the executive team. The Remuneration Committee assess the appropriateness of the
nature and amount of emoluments of such officers on a periodic basis by reference to relevant employment market conditions with the
overall objective of ensuring maximum stakeholder benefit from the retention of a high quality Board and executive team.

To assist in achieving these objectives, the Remuneration Committee links the nature and amount of executive directors and officers’
emoluments to the Company’s and divisional financial and operational performance.

Emoluments of Directors of Redflex Holdings Limited

Primary Post Equity Total
employment
Emoluments Base Fee Other Bonus Ex Gratia  Superannuation Options/Shares $
$ $ $ payment $ Vested
$
Specified Directors
Chris Cooper 2005 82,568 0 0 90,000 7,432 0 180,000
2004 0 3,000 0 0 0 0 3,000
Robin Debernadi 2005 32,110 0 35,000 2,890 0 70,000
2004 0 3,000 0 0 0 0 3,000
Peter Lewinsky 2005 50,459 0 0 0 4,541 0 55,000
2004 28,000 0 0 0 2,520 0 30,520
Graham Davie 2005 206,422 0 35,000 17,999 57,500 316,921
2004 160,810 0 26,306 0 14,474 0 201,590
Bruce Higgins 2005 291,893 0 72,973 0 0 112,144 477,010
2004 318,702 86,957 79,675 0 0 429,631 914,965
Total remuneration
for specified 2005 663,542 0 107,973 125,000 32,862 169,644 1,098,931
directors
2004 507,512 92,957 105,981 0 16,994 429,631 1,153,075

Pursuant to a resolution passed at the 30 November 2001 AGM instituting a Redflex Executive Share Plan, the Group CEO, Mr Davie is
entitled to long Term Incentive remuneration from 1 January 2002, 2003 and 2004 with three year performance criteria to be met prior to
the entitlements vesting. In the year ended 30 June 2005, the first tranche of 77,615 shares were issued to Mr Davie in accordance with
the plan. Future entitlements are dependant upon certain share price hurdles at 31 December 2005 and 2006. A further issue of up to
199,178 shares may be issued for $ Nil consideration if all performance hurdles are met.
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Emoluments of the five most highly paid executive officers of the Company and the Consolidated Entity.

The Directors have determined the officers of the Company to be the heads of the business units and the Chief Financial Officer.

Specified
Executives

Emoluments

Aaron Rosenberg

Karen Finley

Ricardo Fiusco

Brad Kay

Ron Johnson

Position

Vice President Sales &
Marketing- Redflex
Traffic Systems Inc

Vice President
Operations- Redflex
Traffic Systems Inc

General Manager —
Australia Redflex Traffic
Systems

President — Redflex
Communications
Systems Inc

Chief Financial Officer

Total remuneration for specified executives

2005

2004

2005

2004

2005

2004

2005

2005
2004

2005

2004

Primary Post Equity Total
Employment
Base Cash Bonus Superannuation Options $
Salary $ $ $
$
225,554 87,658 0 34,737 347,939
209,358 43,459 6,547 84,138 343,502
199,018 35,492 0 34,737 269,247
201,413 11,228 5,845 84,138 302,624
157,209 35,180 14,149 34,737 241,275
150,229 33,000 13,521 84,138 280,888
172,482 7,438 16,640 18,012 214,572
152,660 13,740 34,737 201,137
152,660 13,740 84,138 250,538
906,924 165,768 44,528 156,960 1,274,180
843,660 87,687 50,588 420,690 1,402,625

Group totals in respect of the financial year ended 2004 do not necessarily equal the sums of amounts disclosed for 2004 for individuals

specified in 2005, as different individuals were specified in 2004.

In accordance with the existing Employee Option Plan, Redflex Holdings Limited has taken a decision to issue options over the ordinary
shares of Redflex Holdings Limited to certain executives of group entities. The options are issued for nil consideration, and granted in
accordance with performance guidelines established by the Directors of the holding company.

Options of specified Directors and specified Executives

Specified Directors

Graham Davie
Chris Cooper
Robin Debernadi
Peter Lewinsky
Bruce Higgins

Specified
Executives
Aaron Rosenberg
Karen Finley
Ricardo Fiusco
Ron Johnson
Brad Kay

Number of
options at
beginning of
period

o O O o

1,800,000

405,000
405,000
405,000
445,000
210,000

Redflex Holdings Limited

Exercised

0
0
0
0

(300,000)

Granted

O O o oo

o ooo©°o

Expired

o O O oo

o oo oo

Number of

period

o O o o

1,500,000

360,000
405,000
135,000
425,000
210,000

Number of

options at end of Options vested

as at 30 June
2005
(Exercisable)

o O O o

1,150,000

281,250
326,250

56,250
346,250
140,000



The Options were issued in 2004 and in accordance with the existing Redflex Employee Option Plan on the following terms:

One third of the Options vested on 1 February 2004;

One third of the Options will vest on 1 February 2005;

One third of the Options will vest on 1 February 2006;

Options can not be exercised until after the vesting date.

The options expire after 5 years;

The RDFAR options are at an exercise price of $0.50

) The RDFAS options are at a nominal exercise price of $0.58 and increasing at the rate of 3% per annum (compounding) until
the time of exercise.

(h) The RDFAT options are at an exercise price of $2.06 compounding at the rate of increase in the All Ordinaries Index until

exercised.
(i) Options that have not vested cannot be exercised after termination of employment.

N~~~ S~
Q0 Q00 T
—_———

The options granted to Mr Bruce Higgins were allocated prior to his appointment as a Director.
There were no new options granted during the year.

Shareholdings of specified Directors and specified Executives

Shares held in Ordinary Granted as Conversion of Bought (Sold) on Shareholder Ordinary shares at
Redflex Holdings shares at 30 remuneration Options market Share Purchase 30 June 2005
Limited June 2004 Plan

Specified Directors

Chris Cooper 747,080 0 0 20,000 2,916 769,996
Robin Debernadi 3,224,373 0 0 (120,000) 0 3,104,373
Graham W Davie 1,086,770 77,615 0 0 2,916 1,167,301
Peter Lewinsky 41,800 0 0 0 2,916 44,716
Bruce Higgins 0 0 300,000 (300,000) 0 0
Total 5,100,023 77,615 300,000 (400,000) 8,748 5,086,386
Specified Executives

Aaron Rosenberg 0 0 35,000 (35,000) 0 0
Karen Finley 8,463 0 0 0 0 8,463
Ricardo Fiusco 0 0 270,000 0 0 270,000
Ron Johnson 60,185 0 20,000 5,000 1,458 86,643
Brad Kay 146,495 0 0 0 0 146,495
Total 215,143 0 325,000 (30,000) 1,458 511,601
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NOTE 20 CONTINGENT LIABILITIES

1. Indemnity Guarantees 30-Jun-05 30-Jun-04
A bank has issued Indemnity Guarantees against which Letters of Set Off are in place: 70,000 70,000
Banks have issued Indemnity Guarantees in respect of rental deposits and bid bonds: 1,422,590 1,239,898

2. Structured Equity Funding for Visible Voice Unit Trust

Redflex Holdings Limited (Redflex) entered into a licensing arrangement with an investment partnership in June 2000 which provided,
amongst other things:

1. A one-off four year license fee paid to Redflex of $10 million whereby the partnership licensed certain rights over the Visible
Voice software. This amount was held on deposit to secure financiers to the Syndicate and Redflex’s obligations per (4) below.

2. Payments of $2.6 million by the partnership to Redflex to commercialise Visible Voice during the years ended 30 June 2000 and
30 June 2001; and

3. Royalty payments by Redflex over the term of the license of a minimum of $375,000, and up to 12% of gross sales applicable to
certain geographical regions;

4. An obligation in the form of a put option for Redflex to subscribe for equity in the partnership, for an amount of no more than the
proceeds of (1) above

The cash proceeds of $10 million referred to in (1) above and accrued interest has not been booked as income or as an asset in the
books of Redflex as a corresponding liability existed for the put option referred to in (4) above. These amounts were offset as part of the
windup proceedings in July 2004,

In relation to the above, contingent liabilities exist in the form of any claims that may be substantiated by the partnership in
circumstances where Redflex is in breach of the agreements entered into. The Company has been advised by the manager of the
partnership, that the Australian Taxation Office has issued amended assessments, to each partner, which disallows the deductions
claimed by each partner. At this stage, the Company understands that investors have objected to the ATO's revised assessments.

The partnership and the transaction are in the process of being wound up in accordance with the transaction agreements. Part of the
process established at the time of the transaction gives the partners the option to dispose of their interest in Visible Voice by way of the
issue of an Exit Notice in accordance with transaction documents.

The Exit Price is to be calculated in accordance with the terms of the transaction agreements, and may be paid in shares in Redflex
Holdings Limited or cash, at the sole option of Redflex. The Company has received an Exit Notice and a calculation by the Partnership
of the Exit Price due to the partners.

The Exit Price proposed by the Partners is disputed by Redflex on the basis that it has not been properly calculated in accordance with
the terms of the transaction documentation. The Partnership has calculated the Exit Price as approximately $5.2 million, which would
equate to the issue of 2,102,175 shares in Redflex Holdings Limited (or approximately 2.5% of the issued capital).

Redflex, having regard to all provisions relating to this calculation set out in the transaction documents, and having sought legal advice
in this regard, has calculated the Exit Price at $28,683, and has made payment of that amount. The Partners have advised that they
intend to pursue a claim. If the Partners initiate court action, substantial costs in defending the action will be incurred.

The Company has sought professional advice on the implications of the Partnership and the ATO's actions, and the Directors advise
that at this stage they do not believe that the issue of the revised assessments by the ATO, or the Exit Notice issued by the Partnership,
have given rise to any liability of the Company under the transaction.

3. Contract expiry and Make-good costs
The Build Own Operate and Maintain business within the USA Traffic division is based on individual contracts with cities generally with
terms of 5 years or less. Under some of these contracts and in the event a City decides to cancel or not renew their contract, the

Company may be responsible for the removal of equipment and any associated make-good costs. Given the reliance on future events it
is not possible to quantify any potential liability with respect to this matter.
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NOTE 21 STATEMENT OF OPERATIONS BY SEGMENTS

Operating results by business and geographical segments are as follows:

(@) Primary - Business
Segments

Revenue from customers
outside the Consolidated entity

Revenue from sale of goods &
services

Revenue from fee for service
contracts

Total revenue from operating
activities

Consolidated operating profit
before tax

Depreciation & Amortisation
Acquisition of Non-Current Assets
Liabilities

EBITDA

Total assets

(b) Secondary - Geographical
Segments

Revenue from sale of goods &
services

Revenue from fee for service
contracts

Total revenue from operating
activities

Total assets

Acquisition of Non-Current Assets

$(000) $(000) $(000) $(000) $(000) $(000)

Corporate USA Traffic Australian Communications 30-Jun-05 30-Jun-04
Traffic

Total Total
$(000) $(000) $(000) $(000) $(000) $(000)
- 2,328 5,677 8,364 16,369 15,807
- 29,723 - - 29,723 17,253
- 32,051 5,677 8,364 46,092 33,060
(2,361) 8,236 1,572 1,945 9,392 3,315
111 5,843 694 1,106 7,754 4,809
0 20,222 284 105 20,611 16,446
5,257 16,468 2,577 1,168 25,470 9,984
(2,855) 14,831 2,249 3,025 17,250 8,499
10,532 53,435 8,980 13,240 86,187 59,168
USA Australia Other 30-Jun-05 30-Jun-04
Total Total
$(000) $(000) $(000) $(000) $(000)
5,469 7,431 3,469 16,369 15,807
29,723 - - 29,723 17,253
35,192 7,431 3,469 46,092 33,060
53,435 32,752 - 86,187 59,168
20,222 389 0 20,611 16,446

The consolidated entity’s companies are organised and managed separately according to the nature of the products and services they
provide, with each segment offering different products and servicing different markets.

The Traffic Division operates within two key markets, the USA and Australia. The USA Traffic business is predominantly a Build Own

Operate and Maintain business providing fully outsourced traffic enforcement programs to cities and townships. The Australian and

International traffic business involves the sale of traffic enforcement products to those markets.

The Communications Business involves the sale of a variety of communication based solutions to world markets, often via USA based

prime contractors.

The Segmental split segregates the primary business units into revenue from recurring fee for service business and revenue related to
the sale of goods and services. The geographical split recognises the countries in which the work is transacted. The Corporate Division
represents the Group’s Head Office which is based in Melbourne, Australia.

Redflex Holdings Limited
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NOTE 22

NOTE 23

EARNINGS PER SHARE

Basic earnings per share
Diluted earnings per share

Net tangible asset backing per share

Earnings used in calculating basic and diluted
earnings per share

Weighted average number of Ordinary Shares on
issue used in calculation of basic earnings per
share.

Effect of dilutive securities (share options)

Weighted average number of Ordinary Shares on
issue used in calculation of diluted earnings per
share.

RELATED PARTY TRANSACTIONS

Transactions between related parties are on normal
commercial terms and conditions unless otherwise
stated. These transactions relate to the day to day
activities between companies in the Group and the
following amounts represent the net movements in
loans during the year.

Provision of interest free unsecured loans to wholly
owned Subsidiaries

from related entities

to related entities

The ultimate holding Company is Redflex Holdings Limited

Consolidated Entity

30-Jun-05 30-Jun-04
$ $

10.66 cents 4.36 cents
10.06 cents 4.20 cents
58.45 cents 49.1 cents
9,000,062 3,315,686

Number of Shares

84,447,560 76,014,688
5,048,000 3,173,044
89,495,560 79,187,732

Consolidated Entity

30-Jun-05 30-Jun-04
$ $
0 0
0 0

Redflex Holdings Limited

30-Jun-05 30-Jun-04
$ $
6,564,994 6,398,994
66,846,764 65,211,692

During the year the Company removed a charge over the assets and undertakings of the Company and certain subsidiaries held by
Second Tee Pty Ltd in respect of an expired funding facility. Mr. Robin Debernadi and Mr Chris Cooper are Directors of Redflex

Holdings Limited and Directors of Second Tee Pty Ltd and have a financial interest in Second Tee Pty Ltd.

Redflex Holdings Limited
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NOTE 24 FINANCIAL INSTRUMENTS

Financial Assets Floating Interest Rate Non Interest bearing
30-Jun-05 30-Jun-04 30-Jun-05 30-Jun-04
a) Interest Rate Risk $ $ $ $

(i) Financial Assets

Cash 3,344,325 2,780,450 0
Term deposits 5,000,000 0 5,000,000

Receivables — trade 0 0 9,250,770 7,620,996
Security deposits 1,422,590 1,239,898 0
Receivables — Other Corporations 0 0 452,857 556,716
Total Financial Assets 9,766,915 4,020,348 14,703,627 8,177,712

The weighted average interest rate relating to cash, term and security deposits is 5%.
All financial assets mature in one year or less for both 2004 and 2005

Floating Interest Rate Non Interest bearing
30-Jun-05 30-Jun-04 30-Jun-05 30-Jun-04
(i) Financial Liabilities
Bank Borrowings 12,335,958 3,761,801 0 0
Lease Liabilities 466,005 444,923 0 0
Payables 0 0 7,094,940 4,699,463
Total Financial Liabilities 12,801,963 4,206,724 7,094,940 4,699,463

The weighted average interest rate relating to bank borrowings is 4.85% and 8% for leases.

The Bank borrowings are scheduled for repayment by 30 June 2008. All other financial liabilities mature in one year or less
for both 2004 and 2005 except for lease payments as shown in note 16.

b) Net Fair Values Carrying amount per Statement of Aggregate net fair value
Financial Position
30-Jun-05 30-Jun-04 30-Jun-05 30-Jun-04
$ $ $ $
(i) Financial Assets
Cash 3,344,325 2,780,450 3,344,325 2,780,450
Term deposits 5,000,000 0 5,000,000 0
Receivables — Trade & Other 9,250,770 7,620,996 9,250,770 7,620,996
Receivables — Other Corporations 452,857 556,716 452,857 556,716
Security deposits 1,422,590 1,239,898 1,422,590 1,239,898
Total Financial Assets 19,470,542 12,198,060 19,470,542 12,198,060

(ii) Financial Liabilities

Bank Borrowings 12,335,958 3,761,801 12,335,958 3,761,801
Lease Liabilities 466,005 444,943 466,005 444,943
Payables 7,094,940 4,699,463 7,094,940 4,699,463
Total Financial Liabilities 19,896,903 8,906,207 19,896,903 8,906,207

c) Credit Risk Exposure
e The consolidated entity’s maximum exposures to credit risk at balance date in relation to each class of recognised financial
assets, is the carrying amount of those assets as indicated in the Statement of Financial Position.

. Redflex Holdings Limited, on behalf of the Communications business, takes out Foreign Currency options pertaining to future
receivables which are either known or can be reliably estimated and denominated in USD. Should the AUD/USD be below the
strike price the options will be allowed to lapse and the more favourable rates taken on the day. At 30 June 2005 there were no
outstanding currency options.

. Options totalling USD8.8 million expiring on 22 July 2005 were purchased On 7 July 2005. These options were acquired to ensure

the USD receivables will be converted at no worse than .75 cents. The options were converted upon receipt of advance payments
under Redflex Communications contracts.
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NOTE 25 SUBSEQUENT EVENTS

There were no significant events subsequent to year end and prior to the date of this report that have not been dealt with elsewhere in
this report.

NOTE 26 IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO IFRS

Redflex Holdings Limited has commenced transitioning its accounting policies and financial reporting from current Australian
Accounting Standards (AGAAP) to Australian equivalents of International Financial Reporting standards (IFRS) which will be applicable
for the financial year ended 30 June 2006. In 2004 the company allocated internal resources and engaged expert consultants to conduct
impact assessments to identify key areas that would be impacted by the transition to AIFRS. Priority has been given to the preparation
of an opening Balance Sheet in accordance with AIFRS as at 1 July 2004. This will form the basis of accounting for AIFRS in the future,
and is required when Redflex prepares its first fully AIFRS compliant financial report for the year ended 30 June 2006.

Set out below are key areas where accounting policies are expected to change on adoption of AIFRS and our best estimate of the
quantitative impact of the changes on total equity as at the date of transition and 30 June 2005 and on net profit for the year ended 30
June 2005.

The figures disclosed are management’s best estimate of the quantitative impact of the changes as at the date of preparing the 30 June
2005 financial report. The actual effects of transition to AIFRS may differ from the estimates disclosed due to potential adjustments to
AIFRS’s and interpretations thereof being issued by the standard setters and IFRIC and emerging accepted practice in the interpretation
and application of AIFRS and UIG Interpretations.

(a) Reconciliation of equity as presented under AGAAP to that under AIFRS
1. Goodwill

Under AASB 3 Business Combinations, goodwill acquired upon the acquisition of the assets and business operations of Poltech and
Locktronics would not be permitted to be amortised but instead is subject to annual impairment testing or upon the occurrence of
triggers which may indicate a potential impairment. Currently the Group amortises goodwill over its useful life but not exceeding 10
years. The Group has not elected to apply AASB 3 retrospectively and hence, prior year amortisation would not be written-back as at
the date of transition. This would result in an increase in net equity from AGAAP to AIFRS of $28,029 for the year ended 30 June 2005.

2. Classification of Financial Instruments

Management has decided to apply the exemption provided in AASB1 First time adoption of Australian Equivalents to International
Financial Reporting Standards which permits entities not to apply the requirements of AASB 132 Financial Instruments: Presentation
and Disclosures and AASB139 Financial Instruments: Recognition and Measurement for the year ended 30 June 2005. The standards
will apply from 1 July 2005. The future financial effect of this change in accounting policy is yet to be determined.

3. Impairment of assets

Under AASB 136 Impairment of assets the recoverable amount of an asset is determined as the higher of fair value less the cost to sell.
The group’s current accounting policy is to determine the recoverable amount of an asset on the basis of discounted cash flows. The
Group’s assets including goodwill were tested for impairment on transition and each subsequent reporting date as part of the cash
generating unit to which they belong and no material adjustment is required.

4. Intangible assets

Under AASB 138 Intangible Assets, costs incurred in the research phase of the development of an internally generated intangible must
be expensed. The Group’s current accounting policy allows for the capitalisation of such costs where future benefits are expected
beyond reasonable doubt. This would result in a decrease in net equity from AGAAP to AIFRS of $984,252 (no tax applicable) at 1 July
2004 and a net reduction of $1,325,200 (net of tax) at 30 June 2005.

5. Share based payments

Under AASB2 Share based payments, the company would recognise the fair value of options and shares issued to employees as
remuneration and recognize as an expense on a pro-rata basis over the vesting period in the income statement with a corresponding
adjustment to equity. Share-based payment costs are not recognised under AGAAP. This would result in a decrease in net equity from
AGAAP to AIFRS of $407,333 at 30 June 2005.

6.  Foreign currency translation reserve

Upon transition to the adoption of IFRS the Company has the option to reset the Foreign Currency Translation Reserve to zero. At this
stage the Company believes it will elect to exercise this option. The reset will be offset against Retained Earnings on the Statement of
Financial Position.

Redflex Holdings Limited 25



(b) Reconciliation of net profit under AGAAP to that under AIFRS

1. Share based payments

Under AASB2 Share based payments, the company would recognise the fair value of options and shares issued to employees as
remuneration and recognize as an expense on a pro-rata basis over the vesting period in the income statement with a corresponding
adjustment to equity. Share-based payment costs are not recognised under AGAAP. This would result in a decrease in profit from
AGAAP to AIFRS for the year ended 30 June 2005 of $407,333 net of tax.

2. Gooawill

Under AASB 3 Business Combinations, goodwill is not permitted to be amortised but instead is subject to annual impairment testing.
Currently the Group amortises goodwill over its useful life but not exceeding 10 years. Under the new policy, amortisation will no longer
be charged, but goodwill would be written down to the extent it is impaired. This would result in an increase in profit from AGAAP to
AIFRS for the year ended 30 June 2005 of $28,029 net of tax.

3. Intangible assets

Under AASB 138 Intangible Assets, costs incurred in the research phase of the development of an internally generated intangible would
be expensed. The Group’s current accounting policy allows for the capitalisation of such costs where future benefits are expected
beyond reasonable doubt. This would result in a decrease in profit from AGAAP to AIFRS for the year ended 30 June 2005 of $394,324
net of tax.

(c) Restated AIFRS Statement of Cash Flows presented under AGAAP on adoption of AIFRS

No material impacts are expected to the cash flows presented under AGAAP on adoption of AIFRS.
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Compliance statement

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

2 This report, and the accounts upon which the report is based, use the same accounting policies.
3 This report does give a true and fair view of the matters disclosed

4 The accounts are in the process of being audited

5 The entity has a formally constituted audit committee.

Graham Davie
Director
30 August 2005
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