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AUSTRALIAN PROPERTY SYSTEMS LIMITED AND CONTROLLED ENTITIES

Review and results of operations

The company has continued to make a substantial investment in develoging the techinalogy platforms and writing
the procedure manuals that are required to bring scale lo the APSL system, particularly in developing the licensing
platform for the system and it is intended to continue making a substantial investment in licensing and training in
the future to expand the licensing network, The direciors report a consolidated operating loss of $597 497 (2007
profit of 5465.281).

During the financial year license agreements were signed with the following organisations:

+ Intelligent Projects Ply Lid (Development Management); and
«  Alex Enborrisof Architects Pty Ltd (Development Management).

Management also put a lot of fime with its Development Manager licensees who were successful in obtaining

Development Approvals on four projecls for one of our not for profit licensees with three of these prepared for
market.

One of the company's Fund Manager Licensees, Property Fidelity Pty Lid, took to market three properties an
behalf of one of our notl for profit licensess via an information memarandum prepared and marketaed by KPMG
under the APSL Systern, The success of this offering relies on debt being raised against the propertiss of
approximately 30% of the value of assets in the trust.

The intention of the parties was to have the debt and equity raised 1o facilitate a settlement prior to the end of the
financial year which would have resulted in the company receiving approximately 52.5 million in fees. As a result
of the credit/liquidity crisis the debt facility was unable to be put in place o facilitate the selilerment within the
expected time frame and the parties are still in the market place at the time of writing this report trying fo put debt
facilities in place. The conlinuing market turmoil is frustrating this process to the point where success will only

ocour if there is a freeing up of capital markets but your Directors are still confident of obigining an outcome in the
2009 financial year.

During the year the company invented three other products over and above its affordable housing produsct, The
three new products have been designed for Health, Retirement and Aged Care which sirategically puts the
company at the forefront of these four future high growth areas. The company has now started licensing other not
for profit organisations that are focused in the categories of Health, Retirement and Aged Care and has put in
place the necessary agreements to license our technology to parties in these sectors,

'he company cverhead structure remains low and the company is still well positioned to capilalise on its
technology. The creditliquidity crisis may affect short term cutcomes, However, your directors are still firmly of
the belief thaldhe campany is well positioned to deliver profitable outcomes for shareholders in the future.

T

<G, Jathieson

Chairman



AUSTRALIAN PROPERTY SYSTEMS LIMITED AND CONTROLLED ENTITIES

DIRECTORS' REPORT

Your directors prasent their report on the company and itz controlled entities ("lhe consolidated entity” or "the Group”}
for the financial year endad 30 June 2008,

1. Directors

The names and details of the company's directors in office during the year and until the dale of ks repor are as
follows:

Geaffrey S Jamiason

Brian B Wilkie

Logan M Campbell (appeinted 25 June 2008)
Gaoffray A Thomas (resigned 25 June 2008)

Information on Directors

Geoffrey Jamieson Exsculive Chaimman (Age 55)

Mr Jamieson is 2 member of the Financial Planning Associabion of Australia and a Foundation Member of the
Australian Instiiute of Company Directors.  Mr Jamieson has many ysars experience in Managing Director roles with
public companies. He has expertise in Investment Banking, Investment Advisory and has been involved in the proparty
and building induslry for over 30 years. Ha has besn a director of the company since 1 June 2001, He has not held
directorships with other lisled companias in the last three years.

Brian Wilkie Non-axecutive director (Age 66)

Mr Wilkie has been involved in raal estate and small project development for 16 years. He has previous business
experience in privalely owned enterprises, including hospitality and transport industries.  Since 1992, Mr Wilkie has
been associated with the development of the company's patented development management system. Over the
past 4 years he has assisted with the implementation and establishment of the system within statulory authorities.

He has been a director of the company since 1 June 2001, He has not held dirsctarships with other listed
companies in tha [ast three years.

Logan Campbell Managing director and Company Secretary (Age 36)

Mr Campbell has spent the past five years in execulive posilions within the property and construction indusiries.
Mr Campbell also spent 13 years practicing law and was a senior associate at two national law firms. He has
warked in New Zealand, New South Wales and Queensland. Mr Campbell brings substantial industry knowledge
and project management experience to his new role.

2. Principal Activities

The principal aclivity of the consolidated entity during the course of the financial year was the provision of
licensing and fraining of the Group's development management system. The system allows the consclidatad
entity 1o licence s property management system to professional project management firms whoe act as
development managers under the system. The consolidated eniity is a service organisation that earns income

from its principal activity of licensing its system to other organisations and training those organisations on how to
implement the system.

3. Dividends

Mo dividends have been paid or declared during the year or since the end of the financial year.

4. Review of Operations

A detailed review of operations is contained within the Chairman’s Report of this Annual Report.



ALSTRALIAN PROPERTY SYSTEMS LIMITED AND CONTROLLED ENTITIES

5. Significant Changes in the State of Affairs

Thera were no significant changes in the state of affairs of the Group during the financial yvear except for the share
placements in April and June 2008 which resulted in a net increass in share capital of 729,000

6. Subsequent Events

Details of subseguent events are includad in note 27 in the accompanying financial reporl.

7. Likely Developments and Expected Results of Operations

The consolidated entity will continue lo pursue its strategy of only being a licensing and training organisation and
increasing profitability and marked share during the next financial year. Further information about likely developments
in the operations of the conselidated entily and the expected results of those operations in futura financial years has
not been included in this financial report because disclosure of the information would be likely to resull in
urreasonable prejudice to the consclidated entity.

8. Envirconmental Regulation

The directors are nol aware of any particular and significant environmental requlalion under a law of the
Commonwealth, State ar Territory relevant to the consolidated entity.

8. Directors’ Interests

The interests of current directors in securities of the company at the date of this report are as follows:

Crdinary Shares Options
3 8 Jamieson 21,738,000 14,045,000
B B Wilkie 3,780,550 .
L M Campbell 12,500 -

10. Share Options

Shares under option

Unissued ordinary shares of Australian Property Systems Limited under option at the date of this report are as
follows:

Date options Exercise Mumber under
granted Expiry date price option
SDB/2005 08/08/2010 50.50 25,000,000
30172007 a201/2012 51.00 1,000,000
100052007 10/05/2012 52.00 1,000,000

Mo option helder has any right under the options to participate in any other share issue of the company ar of any
other entity.

Shares izsusd on the exsrcize of oplions

There was no exercise of oplions over ordinary shares of Australian Property Systerms Limited during the year
ended 30 June 2008 or since the end of the financial year.



AUSTRALIAN PROPERTY SYSTEMS LIMITED AND CONTROLLED ENTITIES

11. Remuneration Repaort

The remuneralion report is set out under the following main headings:

A Principles used to determine the nature and amount of remuneration
B Details of remuneration

c Service agreemenls

O Share-based payment compensation

E Additional information,

-

Principles used to determine the nature and amount of remuneration

The policy for determining the nature and amount of emoluments of board members and senior executives is as
follows:

Execulives

The broad remuneration policy is to ensure that remuneration packages properly reflact the person's dutias,
responsibiliies and performance and that the remuneration is competitive in attracting, retaining and mativating
people of the highest quality. The current executive remuneration structure is based on management service
agreements (refer Section C below). Some fees payable under the agreements are linked to the company's
profitability. Mo refirement benefits are payable under the management services agreements.

Mon-sxecutive directors

Fees and payments to non-executive direciors reflect the financial status of the consolidated entity, and the
demands that are made on, and the responsibilities of the direclors. Non-executive directors’ fees are revieward

annually by the board and are set within the limits approved by shareholders, No retirement benefits are payable
to non-executive direciors,

Long-term incentives

As a long-term incentive, eligible employees and directors of the company can, from time to time, be invited to
apply for redeemable preference shares in APSLSP Pty Ltd in accordance with the terms and conditions of the
APSLSP Pty Ltd Share Scheme Deed. This invitation is discretionary and not based on any service or
performance criteria. The redeemable preference shares are non-voling and entitle the holders to participate in
dividends as declared by the board of APSLSP Pty Ltd. APSLSP Pty Lid operates for the purpose of providing
eligible employess and directors of the company with 2 means to participate in profits of the company through
dividend distributions. The principal activity of APSLSP Pty Ltd is 1o own issued share capital of the company and
derive income through the receipt of dividends from the company.

Remuneration, Company Performance and Shareholder Weaith
The development of remuneration policies and structures are considered in relation to the effect on com pany
performance and shareholder wealth. They are designed by the board to align director and executive behaviours

with improving company performance and, ultimately, shareholder wealth.

The table below sets out the company's share price, earnings and dividends at the end of each of the last twa
financial years,

Closing share  Earnings per

Financial year ended price {cents) share (cents) Dividends
30 June 2004 51 [2.4) -
30 June 2005 2 {5.7) -
30 June 2006 4 {0.2) -
30 June 2007 25 0.9 -
30 June 2008 a0 {1.1) -



AUSTRALIAN PROPERTY SYSTEMS LIMITED AMD CONTROLLED ENTITIES

11. Remuneration Report (cont'd)
B. Details of remuneration
Directors

The following persons were directors of Australian Property Systems Limited during the past two financial
WEArS:

55 Jamieson - Executive chairman

L WM Campbell - Managing director (appointed 25 Juns 2008)

B B Wilkie - Mon-executive director

G A Thomas - Mon-executive director (resigned 25 June 2008)

Other key management personnel

The following persons also had authorily and responsibility for planning, directing and controlling the aclivities
of the Group, directly or indirectly, during the past two financial vears;

T Peach - Licensing mentor and systern audit manager

Details of the nature and amount of remuneration of the directors and the key management personnel of the
consolidated entity are;

Short-term benefits Share-based |
Cash =alary Cash payment Total
and fees bonus Options
$ $ $ $
2008
Directors
G 5 Jamieson 250,000 - - 250,000
L M Campbell - - - -
G A Thomas - - - -
B B Wilkie - - - -
250,000 - - | 250,000
Other key management personne|
T Peach 95,000 4,000 - 28,000
345,000 4,000 - | 340000
2007
Directors
3 3 Jamieson 220,000 - - 220,000
5 A Thaomas - - . -
B B Wilkie E - = -
220,000 . - 220,000
Other key management personnel
T Peach 95,000 - - 85,000
315,000 s - [ 315000

There were no other executives in the current or orior year.  All directors and other key management personnel
are employed by Ausiralian Property Systems Limited.

Mo other remuneration was paid or granted in the current or prior year,



AUSTRALIAN PROPERTY SYSTEMS LIMITED AND CONTROLLED ENTITIES

CIRECTORS REPORT

11. Remuneration Report (cont'd)

c, Service agreements

Remuneration and other terms of amploymeant for the executive directors and the current other key managemant
person are formalised in management service agreements.  The major provisions of the agreements are st out
below:

Mr G Jamisson — Executive chairman

hir Jamieson's remuneration is subject to @ management agreement effective 1 July 2006 between the company
and Tamlin Heldings Pty Ltd (*Tamlin™, a company associated with Mr Jamieson, whereby Tamlin agreed to
provide management services to the company on the following basis:

= Term of the agreement — 5 years with early termination upon agreement by bolh parties,  If the termination
nolice is given by the company (including where Tamlin is in default} the balance of the fees under the
agreement are payable. If the termination notice is given by Tamlin only those fees payable up io the date of
the notice are payable,

«  Base fees - Base fees commence at 3250,000 per annum for the first year and increase annually as follows —
year 2 (financial year 2008) 5350,000, year 3 (FY08) 500,000, yvear 4 {FY10} 5700,000 and year & (FY11} to
5000000 per annum. The payment of fees over $250,000 per annum are subject to the company achieving a
profit hefore tax of 32 million and any payments over 5500000 per annum are subject o the payment not
exceading 25% of the profit before tax. Fees are payable monthly with interest to be charged al 8% per
annum on overdue amounis,

«  Bonus fees — A bonus fee is payable at the end of each financial year within 15 days of the annual repori
being signad, I the profit before tax is above 1 milien and up to 35 milion, $50,000 bonus fee is payable,
Above 55 million, fees are payable on a sliding scale {from 1% to 5% of profit before tax) depending on the
company's profitability.

«  Oplions = The agreement allows for oplions (o be issued 21 a fulure date with the amount and timing not
specified.
Mo bonuses have been paid to Mr Jamiason in the last three financial years.

Mr L Campbell - Managing director {since 25 June 2008)

Mr Campbell's remuneration is subject to a management agresment being fully negotiated by the board and

signed with effect from 1 July 2008 bebween the company and Aden Developmenis Ply Lid {"Aden™), a company
associaled with Mr Campbell.

= Basze fees — Base fees on commencement are at 3165000 per annum for the first year with increases still
being negotiated based on key performance hurdles and certain milesiones being set and agreed,

= Bonug fees — o be agreed between the board and Mr Campbell which will be subject to cerlain milestones
being sat and agreed.

«  Oplions = o be agreed bebtween the board and Mr Campbell which will be subject to certain milestones being
set and agread.



AUSTRALIAN PROPERTY SYSTEMS LIMITED AND CONTROLLED ENTITIES

DIRECTORS' REPORT

11. Remuneration Report (cont'd)
C. Service agreements {cont'd)
Mr T Peach — Licensing mentar and system audit manager

On 19 August 2005 a service contract was entered into between the company and Hotels Asia Pacific Pty Ltd
(HAP), a company associated with Mr Peach, for the provision of licensing and training services on the following
lerms:

» Term of agreement — Commenced 1 July 2005 and ongoing subject to termination by either party by giving
sixty days nolice,

« Dase fees - 585,000 per annum.

« Success fee bonus — Paid on all projects that reach early setllement at the rate of 5% of projects introduced
by HAP and 2 5% for all other projects,

«  Shares — Allocation of 200,000 redeemable preference shares in APSLSP Pty Ltd to be provided within 30
days of signing of the service agreement.

The services agreement with HAP (Mr Trevor Peach) has been terminated by mutual agreement subsequent to the
end of the financial year,

0. Share-hased payment compensation
Options
Luring the year there were na equily inslruments issued as remuneration. There are no bonuses or grants of

options or shares outstanding as a resull of key management personnel meeting performance criteria in 2008,

The terms and conditions of the options granted affecting remuneration in the previous, this or future reporting
period are as follows:

Grant date Expiry date Exercise Value per options Number under
price at grant date option
9 August 2005 8 August 2010 50.50 0175 cents 25,000,000

On 9 August 2003, shareholders approved the grant of 25,000,000 options to a number of directors. The options
were granted to provide an incentive to turn the company around and achieve a targel being a sustainaghble price
above the grant oplion exercise price of 50 cents. The oplions vested upan grant date and are exercisable at any
time between grant and expiry date. They carry no dividend or voting rights and were issued free of charge. They
are convertible into one ordinary share of Australian Property Systems Limited for cash.

Shares

As part of the service agreement with T Peach 200,000 redeemable preference shares in APSLSP Pty Ltd were to
be provided. These shares are vet to be issued.

In addition, on 29 September 2005 the directors resolved not to draw fees from the company, but to recsive
50,000 redeemable preference shares each per annum in APSLSP Pty Lid, subject to them serving three years
as directors from that date. These shares have not been issued at this ime due to the service criteria not being
met.

The shares are to be issued for no consideration and entitie the holder to participate in dividends. No dividends
have been paid or are payable in respect of current or prior year,
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DIRECTORS' REPORT

11. Remuneration Report (cont'd)

E: Additional information

Details of remuneration: cash bonuses and oplions

For gach cash bonus included in the tables in Section B above, the percentags of the available bonus that was

paid in the financial year, and the perceniags that was forfeited because the person did not mest the service and
performance crileria is set out below. Mo part of the bonus is payable in future years.

Cash bonus

Paid Forfeited
Name % Yo
G 5 Jamisson - 100%
T Peach 1004 -

Mo options granted to key management personnel in this or prior years have vested or been exercised or have
lapsed during the year,

12. Directors' Meetings

The number of direciors’ meetings and number of meetings attended by each of the directors of the company
during the financial year are:

Director Board Meetings
- A B
G § Jamieson 4 4
B B Wilkie 4 4
& A Thomas 4 4

L kM Campbell 5 =

A — Number of meetings attended during the year
B — Mumber of mestings held during the time the director held office

There are no committees of the board of directors.

13. Indemnifying Officers or Auditor

The company has agreed to indemnify current and former directors of the company against all liabilities to another
person {other than the company or a related body corporale) that may arise from their position as directors of the
company and its controlled entities, except where the liability arises out of conduct involving a lack of good faith.

The nature of the indemnity is that the company will meet the full amount of any such lizbilities, including costs
and expenses,

The company has not maintained a contract of insurance during the financial year which insures any person who

is ar has been an officer of the consolidated entity against certain liabilities in respect of their duties as an officer
of the consclidated entiby.

10
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DIRECTORS' REPORT

14, Auditor

Johnstorn Rorke continues in office in accordance with Section 327 of the Corporations Act 2001,

Auditors' Independence Declarafion

A copy of the auditer's independence declaration as required under section 307C of the Corporations Act 2001 is
attached to this report.

Mon-Audit Services

The company may decide to employ Johnston Rorke on assignments additional to its statutory duties where the
auditor's expertise and experience with the company and/or the consclidated enity are important,

There were no feas paid or payable to the auditor for non-audit services in the 2007 and 2008 financial vears,

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

-~

.-':_,_.-———-""#F
........ G X .
G Hamiesin

irecior

Déted this 20" day of September 2008



FOHMSTON RORK E} .L

LHARTERED AT CHOTNTAR &

The Directars

Australian Properly Syslems Limited
Level &

35 Burdet Street

ALBION QLD 4010

Auditor's Independence Declaration

As lead engagement partner for the audit of the financial report of Auslralian Property Systems Limitad for lhe
financial year ended 30 June 2008, | declare that, to the best of my knowladge and belief, there have been:

(i) na contraventions of the auditor independence requirements of the Corporations Act 2001 in relation to the

audit; and
{ii) no contraventions of any applicable code of professional conduct in relation to the audit.

JOHNSTON RORKE
Chartered Accountants

Araed

R CNWALKER

Fartner
Brisbane, Quesnsland

249 September 2008

Lizbility limited by a scheme approved ondsr Frofessional Standards | eqislation

12



AUSTRALIAN PROPERTY SYSTEMS LIMITED AND CONTROLLED ENTITIES

INCOME STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2008

Consolidated

Parent Entity

Motes 2008 2007 2008 2007
$ $ $ $
Revenue
Licence and fraining 652,091 289,387 62,091 288 956
Interast 37,620 14,168 40,021 11,787
Other 234 1.686 - 1061
49,965 305,221 102,112 301,804
Other income
Gain on disposal of subsidiary 4 - 3423 12,738
Gain on sale of shares in subsidiary 4 - 830,000 - 830,000
59,985 1,138,644 102,112 1,144,542

— e M
Emplovee benefits 401,181 377,098 401,181 377,088
Licensing 110,768 99 639 110,768 99,639
Audit fees 40,000 40,000 40,000 40,000
Coubtiul debis 55,000 - 55,000 -
Computer costs 61,364 43,728 23,885 34,484
Finance costs 1,084 an4 1,084 and
Other expenses 144 243 111,884 134,176 107,025

813,640 673,363 766,194 B59 154
Profit/{loss) before income tax 5 (F13,675) 465,281 {664,082) 485,383
Income tax cradit 3] 116,178 - 116,178 -
Profit/{loss) for the year (597,497) 465,281 {547,904) 485,388
Profit/{loss) is attributable to
Members of the parent entity (5A7,578) ART 443 {547 904) 485,388
Minority interast §9,919) (2,162) - -

(587,497) 465,281 {547,904) 485388
Cents Cents

Basic and diluted earnings per share 25 {1.1) 0.9

The abiove income slatements should be read in conjunction with the accompanying notes.

13



AUSTRALIAN PROPERTY SYSTEMS LIMITED AND CONTROLLED ENTITIES

AS AT 30 JUNE 2008

Consclidated Parent Entity
Motes 2008 2007 2008 2007
5 5 $ 5
Current Assets
Cash and cash equivalents i B31,945 1,136,411 013,090 1,131,215
Trade and other receivables 8 57,961 66,422 57,961 66,148
Inventories 9 220,157 194,653 220,157 194,653
Current tax receivable o 1161478 5 116,178 ) -
Total current assats 1,326,241 1,39?!436 1,307 386 1_,39_2_,_{}16
Mon-Current Assets
Trade and other receivahles 8 25519 - 295,485 4,319
Froperty, plant and equipment 11 15,079 20,770 15,072 20228
Intangible assels 12 284 681 B - —r
Total non-current assels 325279 20,770 310,567 24,547
Tolal assets _,1‘651'520 1,41@_,_25_5 1617853 1,416,563
Current Liabilities
Trade and other payables 13 155,014 53,253 65,091 45 797
Taotal current Babilities 155014 53,253 G5, 091 45,797
Total liakilities 155014 53,253 £6G.001 45 797
Met assets 1.496 5068 1 ,3_?5.0&3 1 ,551_:_8_62 1,370,766
Equity
Contributed equity 14 3,381,000 2,652,000 3,381,000 28652000
Reserve 15 403,723 403,723 403,723 403,723
Accumulated losses 15 {2277.146) (1,689 568) (2.232,861) (1,684,957}
Parent entily interest 1,507 577 1,366,155 1,551,862 1,370,766
Minority interesl 16 (11,0713 {1,152} - .
Total eguity 1,496,506 1,265,002 1,551,862 1,370,766

The above balance sheets should be read in conjunction with the accompanying notes

14



ALSTRALIAN PROPERTY SYSTEMS LIMITED AND CONTROLLED ENTITIES

Current Assets

Cash and cash equivalents
Trade and other receivables
Inventories

Currant tax receivable

Total current assats

Mon-Current Assets

Trade and other receivables
Properly, plant and equipment
Intangible assets

Total non-current assets
Total assets

Current Liabilities
Trade and other pavables
Total current labilities
Total liahilities

Mel assets
Equity

Contributed equity
Resarve
Accumulated losses
Pareni entity interest
Minaority inferast
Total equity

The above balance sheets should be read in conjunction with the accompanying noles.

MNotes

(Al e Bt

=
=

11
12

13

14
15
15

BALAMCE SHEETS

AS AT 30 JUNE 2008

Consolidated

Parent Entity

2008 2007 2008 2007
5 $ $ $
931,945 1,136,411 913,080 1,131,215
57,961 66,422 57,961 66,148
220,157 104,653 220,157 194,653
116,178 = 116,178 -
1,326,241 1,397,486 1,307,386 1,392.018
25519 5 205,488 4,319
15,079 20,770 15,074 20,228
284,681 ; _ : :
325279 20,770 310,567 24,547
1,651,520 1,418,256 1,617,953 1.416,563
155,014 53,253 66,091 45,797
155,014 53,253 66,091 45,797
155,014 53,253 66,001 45,797
1,496,506 1,365,003 1,551,862 1,370,766
3,381,000 2,652,000 3,381,000 2,652,000
403,723 403,723 403,723 403,723
(2.277,146)  (1,689.568)  (2,232,861)  (1,684.957)
1,507 577 1,366,155 1,551,862 1,370,766
{11.071) (1,152) - .
1,496,506 1,365,003 1,551,862 1.370,766 _

14



AUSTRALIAN PROPERTY SYSTEMS LIMITED AND CONTROLLED ENTITIES
STATEMENTS OF CHANGES iN EQUITY

FOR THE YEAR ENDED 30 JUNE 2008

Share-based

Contributed payments Accumulated Minority
equity reserve losses interest Total

Consolidated $ $ $ 5 5
Balance at 1 July 2008 2,572,000 43723 (2,157,011) 1,010 458722
Issues of shares 270,000 - - - 270,000
Share issue costs (190,000) 180,000 - -
Oplions granted on sale of 20% of
PEX - 170,000 - - 170,000
Profit/{loss) for the year . - 457,443 (2,162) 465,281
Balance at 30 June 2007 2,652,000 403,723 {1,689.568) (1,152} 1365003
lzsue of shares 764,000 - - - 764,000
Share issue costs {35,000 - - - {35,000)
Loss for the year - - - (GE7.578) (9.919) | (597.497)
Balance at 30 June 2008 3,381,000 403,723 (2,277.146) {11.071) 1,496,506
Parent entity
Balance at 1 July 2008 2572000 43,723 (2,170,245) - 445 378
|ssue of shares 270,000 - . - 270,000
Share issue costs {150,000} 190,000 - -
Cptions granted on sale of 20% of
FSX - 170,000 . - 170.000
Profit for the vear ) - - 485,388 - 455,338
Balance st 30 June 2007 2,652,000 403,723 (1,684 957} - 1,370,766
lssue of shares 764,000 - - 764,000
Share issue costs (35,000) - - {35,000}
Loss for the year - - (347,804} - (547 9043
Balance at 30 June 2008 3,381,000 403,723 (2,232,861) —— _an 1,551,662

The above statements of changes in eguity should be read in conjunction with the accompanying rotes.
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AUSTRALIAN PROPERTY SYSTEMS LIMITED AND CONTROLLED ENTITIES

mADLI B
Lan LN 3 1

FOR THE ¥YEAR ENDED 30 JUNE 2008

Consolidated Parent Entity
Motes 2008 2007 2008 2007
$ $ $ $
Cash Flows From Operating
Activities
Receipts from operating activities 25,956 285,563 25,448 283,720
Payments to suppliers and employees (812,460) (TES.094) (752 344) (747,185
Interest received 37.640 14,168 40,021 11,787
Finance costs (1,084) {904) i1,084) (904)
Met cash outfiows from operating
activities 23 {749,948) (466,267 (BB7,959) {452 592)
Cash Flows From Investing
Activities
Payments for plant and eguipment {2.999) {24,578) (2,999 {24, 578)
Payments for intangible assets (190,000} - - -
Loans to subsidiaries - - (265,648) (11,581)
Fayment for restricted deposil (25,519 - {25,519 -
Proceeds from part disposal of
subsidiary 22 - 1,000,000 - 1,000,000
Froceeds from sale of subsidiary Pe - 30,000 - 30,000
Met cash inflows/{outflows} from
investing activities __{218.518) 1,005,422 (294,166) 993,841
Cash Flows From Financing
Activities
FProceeds from issues of shares 764,000 270,000 764,000 270,000
Faymeants of share issue costs . p P - —
Met cash inflows from financing
activities _ 764,000 270,000 764,000 270,000
Met increasel/{decrease) in cash and
cash equivalents held {204, 466) 809,155 {£18,125) 811,248
Cash and cash eguivalents at the
beginning of the financial year 136411 327,256 1,131,215 318,966
Cash and cash equivalents at the
end of the financial year 7 931845 1,136,411 913,000 1.131,215

The above cash flow statements should be read in conjunction with the accompanying notes,
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AUSTRALIAN PROPERTY SYSTEMS LIMITED AND CONTROLLED ENTITIES
MOTES TO THE FINANCIAL STATEMEMT=

FOR THE YEAR ENDED 30 JUNE 2008

Summary of significant accounting policies

The principal accounting policies adopted in the preparation of the financial report are sat out
below, These policies have been consistently applied to all the years presenied, unless
otherwise slaled. The financial report includes separate financial statements for Australian
Property Sysiems Limiled as an individual enlity and the consolidated entity conzsisting of
Australian Property Systems Limited and itz subsidiaries,

{a) Basis of preparation

This general purpose financial report for the financial year ended 30 June 2008 has becon
prepared in accordance with Australian  Accounding Standards (including the Australian
Accounting Interpretations) and the Corparations Acf 2001,

Compliance vith (FRSs

Avstralian Accounting Standards inciude Australian equivalenis to  International Financial
Reporting Standards (AIFRS). Compliance with AIFRS ensures that the financial statements and
notes of Australian Property Systems Limited comply with International Financial Reporting
Standards {IFR3).

Hisforizcal cost convention

These Minancial slatements have been prepared under the historical cost convention, as modified
by the revalualion of available-for-sale financial assels, financial assets and liabilities (including
derivative instruments) at fair value through profil or loss, certain classes of property, plant and
equipment and investrment property.

{b) Frinciples of consolidation

The conselidated financial statements incorporate the assets and liabilities of all subsidiaries of
Australian Property Systems Limited ("comparny” or "parent entity™) as at 30 June 2008 and the
results of all subsidisries for the year then ended. Australian Property Syslems Limited and its
subsidiaries together are referred io in the financial report as the Group or the conzolidated
antity.

Subsidizries are all thoze entitizs (including special purpose entities) over which the Group has
the power to govern the financial and operating policies, generally accompanying a shareholding
of more than one-half of the voting rights. The existence and effect of potential voting rights that
are currently exercisable or converlible are considered when assessing whether the Group
controls another enlity.  Subsidiaries are fully consalidated from the date on which contral is
ransferred to the Group. They are de-consolidated from the date that control ceases,

The purchase method of accounting is used to account for the acquisition of subsidiaries by the
Group (refer o note 1(g)).

Intercompany fransactions, balances and unrealised gains on transactions between Group
companies are eliminated. Unrealized losses are also eliminated unless the transaciion
provides evidence of ihe impairment of the asset transferred, Accounting policies of
subsidiaries have been changed where necessary to ensure consistency with the policies
adopted by the Group.

Investments in subsidiaries are accounted for at cost in the individual financial statements of
Ausftralian Property Syslems Limited.

{c) Segment reporting

& business segment is a group of assets and operalions engaged in providing products or
services thal are subject to risks and relurns that are different to those of other business
segments. A gecgraphical segment is engaged in providing products or senvices within a
pariicular economic environment and is subject to risks and returns that are different from
those of segments operating in ather economic environments,
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Summary of significant accounting policies (cont'd)

(d) Revenue recognition

Fevenue is measured at the fair value of the consideration received or receivahle. Amounts
disclosed as revenue are net of refurns, trade allowances, duties and taxes paid.

Revenue from licensing and training is recognised on an accruals basis in accordance with the
substance of the relevant agreement.

Interast revenue is recognised on a time proportional basis that takes into account the
effective yield on the financial asset.

(e} Income tax

The income lax expense or revenue for the period is the lax payable on the current period's
taxable income based on the national income tax rate adjusled by changes in deferred tax
assets and liabilities attributable to temporary differences between the tax bases of assets and
liabilities and their carrying amounts in the financial statements, and to unused tax losses.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates
expected to apply when the assets are recovered or liabilities are settled, based on those tax
rates which are enacted or substantively enacted. The relevant tax rafes are applied to the
cumulative amounts of deductible and taxable temporary differences to measure the deferred
tax asset or liability. An exception is made for certain temporary differences arising from the
initial recognition of an asset or a liability. No deferred tax asset or liability 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 not affect either accounting profit or taxable
profit or loss.,

Deferred tax assels are recognised for deductible temporary differences and unused tax
losses only if it is probable that future taxable amounts will be avaiable to utilise thosze
temporary differences and losses.

Deferred tax liabilities and assets are not recognised for temparary differences between the
carrying amount and tax bases of investments in conlrolled entities where the parent entity is
able to control the: timing of the reversal of the temporary differences and it is probable that the
differences will not reverse in the foreseeable future.

Deferrad tax assets and liabilities are offset when there is a legally enforceable right to offset
current tex assets and liabilities and when the deferred tax balances relale o the same
taxation authority. Current tax assats and tax liabilities are offset where the entity has a legally
enforceable right to offset and intends either lo settle on a net basis, or to realise the asset
and settle the liability simultanecusly.

Current anc deferred tax balances atiributable to amounts recognised directly in equity are
alsa recognised directly in equity,

Tax consolidation legislation

Australian Property Systems Limited and its whaolly awned Australian controlled entities have
decided lo implement the tax consolidation legislation as of 1 July 2003,

Sustralian Property Systems Limited and its whally owned Australian contralled entities have
significant tax losses. Mo deferred tax balances have been recognised, as recovery of losses
{and temporary differences) is nol probable at this time,
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Summary of significant accounting policies (cont'd)

ifl 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
lzase’s inception at the lower of the fair value of the leased property and the present value of
the minimum lease payments. The corresponding rental ohligations, net of finance charges,
are included in habilities. Each lease payment is allocated between the liability and finance
costs. The finance cost is charged to the income statement over the lease period so as to
produce a constant periodic rate of interest on the remaining balance of the liability for each
period. The property, plant and eguipment acquired under finance leases is depreciated over
lhe estimated useful life of the asset. Where there is no reasonable certainty that the lesses
will oblain ownership, the assel is depreciated over the shorter of the lease term and ithe
assel’s useful life.

Leases in which a significant portion of the risks and rewards of ownership are relained by the
lessor are classified as operating leases. Paymenis made under operating leases (net of any
incentives received from the lessor) are charged to the income statement on a siraight-line
basis over the lease tarm,

(g) Business combinations

The purchase method of accounting is used to account for all business combinations. Cost is
measured as the fair value of the assets given, shares issued or liabilities incurred or assumed
at the date of exchange plus costs directly altributable to the acquisition. Where equity
instruments are issued in an acquisition, the value of the instruments is their published marked
price as at the date of exchange unless, in rare circumstances, it can be demonstrated that
ihe published price at the dale of exchange is an unreliable indicator of fair value and that
other evidence and valuation methods provide a more reliable measure of fair value.
Transaction costs arising on the issue of equity instruments are recognised directly in equity.

|dentifiable assets acguired and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the acquisilion date, irrespective of the
extent of any minorily interest. The excess of the cost of acquisition over the fair value of the
Group's share of the identifiable net assets acquired is recorded as goodwill. If the cost of
acquisition is less than the fair value of the net assels of the subsidiary acquired, the
difference is recognised directly in the income statement, but only afler a reassessment of the
identification and mezasurement of the net assets acquired.

() Inventories

Inventories comprise property held for resale and are stated at the lower of cost and net
realizable value. Cost is assigned by specific identification and includes cest of acquisition
and development cost,

(i} Impairment of assets

Intangible assets that have an indefinite useful life are not subject to amortisation and are
tested annually for impairment or more frequently if events or changes in circumstances
indicate that they might be impaired. Other assets are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable,
An impairment loss is recognised for the amount by which the asset's carrying amount
exceeds its recoverable amound. The recoverable amount is the higher of an asset’s fair value
less costs to sell and value in use. For the purposes of assessing impairment, assets are
groupad 2t the lowest levels for which there are separately identifiable cash inflows which are
largely independent of the cash inflows from other assets or groups of assets (cash
genesrating units).
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Summary of significant accounting policies (cont'd)

{ji Cash and cash equivalents

Cash and cash eguivalents includes cash on hand, deposits held at call wilh financial
institutions, other short-term, highly liquid investments with ariginal maturities of three months
or less that are readily convertible to known amounts of cash and which are subject lo an
insignificant risk of changes in value.

{k} Trade and other receivables

Trade and other receivables are recognised initially at fair value and subsequently measured
at amortised cost, less provision for doubtful debts. Trade and other receivables are usually
due for settlement no more than 30 days from the date of recognition.

Collectibility of trade and other receivables is reviewed on an ongoing basis, Debts, which are
known 1o be uncollectible, are written off, A provision for doubtful receivables is established
whan there is ohjective evidence that the Group will not be shle lo collect all amounts dus
according to the original terms of receivables. The amount of the provision is the difference
hetween the asset's carrying amount and the present value of estimated future cash flows,
discounted at the original effective interest rate. Cash flows relating to short-term receivables
are not discounted if the effect of discounting is immaterial. The amount of the provision is
recognised in the income statemeant,

(I} Investments and other financial assets

The Group is required to classify its financial assets in the following categories: financial
assets al fair value through profit or loss, loans and receivables, held-to-maturity investments
and available-for-sale financial assets, The classification depends on the purpose fer which
the investments were acquired.

The Group has no financial assets at fair value through profit or loss or available for-sale financial
assels.

Loans and recelvables

Lozns and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. They are included in current assets, excepl for those
with maturities greater than 12 months afler the balance sheet date, which are classified as
non-current assets. Loans to subsidiaries are classified as non-current assels when it is
expecied that the loans will not be repaid within 12 months from the balance sheet date.

Held-to-maturity investmeants

Held-to-maturity investments are non-derivative financial assets with fixed or determinable
nayments and fixed maturities that the Group's management has the positive intention and
ability to hotd to maturity,

Loans and receivables and held-to-maturity investments are carried at amortised cost using
the effective interest rate metnod.
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FOR THE YEAR ENDED 20 JUNE 2008

Summary of significant accounting policies (cont'd)

(m) Fair value estimation

The Tair value of financial assets and financial liabilities must be estimated for recognition and
measurement or for disclosure purposes. The fair value of financial instrumenis traded in
active markels (such as publicly lraded derivatives, and trading and available-for-sale
securities) is based on quoted markel prices at the balance shest date. The quoted markst
price used for financial assets held by lhe Group is the current bid price; the appropriate
quoted market price for financial liabilities is the current ask price.

The fair value of financial instruments that are nol fraded in an active market {(for example,
over-the-counter derivatives) is determined using valualion lechnigues. The Group uses a
variety of methods and makes assumptions that are based on market conditions existing at
each balance date, Quoted markel prices or dealer quotes for similar insiruments are used for
long-term debt instruments held. Other lechniques, such as estimated discounted cash flows,
are used to determine fair value for the remaining financial instruments,

The nominal value less estimated credit adjustments of trade receivables and payables ara
assumed o approximate their fair values. The fair value of financial liabilifies for disclosure
purposes s estimated by discounting the future coniractual cash flows at the current market
inferest rate that is available to the Group Tor similar financial instruments.

{n}) Property, plant and equipment

Property, plant and equipment are staled at historical cost less depreciation. Historical cost
includes expenditure that is directly aliributable to the acquisition of the items.

Subsequent costs are included in the assetl's carrying amount or recognised as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with
the item will flow to the Group and the cosl of the item can be measured reliably, All other
repairs and maintenance are charged to the income statement during the financial period in
which they are incurred.

Depreciation of assels is calculated on a diminishing value or straight line method to allocate
their cost, net of their residual values, over their estimated useful lives. The depreciation rates
used for each class of depraciable asset are:

Class
Flant and equipment 7.5%-37.5%

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, af sach
balance sheet date.

An assel's carrying amount is written down immediately fo ils recoverable amount if the
assel's carrying amount is greater than its estimated recoverzble amount (note 1(i).

Gains and |losses on disposals are determined by comparing proceeds with carrying amount.
These are included in the income statement.
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summary of significant accounting policies (cont'd)

o) Intangible assets

Costs incurred in developing products or systems and costs incurred in acquiring software
licenses that will confribute to future period financial benefits through revenue generation
and/or cost reduction are capitalised to software and systems, Costs capitalised include direct
costs of materials and service, direct payroll and payroll related costs of employees, time
spent on the project. Amortisation is calculated on a straight-line basis over periods generally
ranging from 3 to 5 years,

IT development cosls include only those costs directly attributable to the development phase
and are only recognised following completion of technical feasibility and where the Group has
anintention and ability io use lhe asset.

{p) Trade and other payables

Trade and other payables are initially recognised at fair value and subsequently measurad at
amortized cost. These amounts represent liabilities for goods and services provided to the
Group prior to the end of the financial year which are unpaid. The amounts are unsecured and
are usually paid within 30 days of recognition,

{q} Employee benefits

{1} Wages and salaries, annual lzave and sick leave

Liabilities for wages and salaries, including non-monetary benefits, annual leave and
accumulating sick leave expected to be seltled within 12 months of the reporting date are
recognised in respect of employees' services up to the reparting date and are measured at the
amounts expected to be paid when the lahilities are seitled.

fiil Long service feave

The liability for long service leave is recagnised in the provision for employee benefits and
measured as the present value of expected future payments to be made in respect of services
provided by employses up to the reporting date, Consideration Is given to expected future
wage and salary levels, experience of employes depariures and periods of service. Expected
future payments are discounted using market yields at the reporting date on national
government bonds with terms to maturity and currency that match, as closely as possible, the
estimated future cash outflows,

(i) Superannuation
The Group makes contributions to defined contribution superannuation funds. Cantributions
are recognised as an expense as they become pavable.

{iv) Share-based payments
share-based compensation benefits are provided to employess via the Australian Property
Systems Limited Employee Share Option Plan,

The fair value of options granted under the Australian Froperty Systems Limited Employee
Share Oplion Flan is recognised as an employes benefit expense with a corresponding
increase in equity, The fair value is measured at grani dale and recognised over the period
during which the employess become unconditionally entitled Lo the options.
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Summary of significant accounting policies (cont'd)

(o) Employee benefits (cont'd)

The fair value at grant date is determined using an option pricing model hal lakes ino
account the exercise price, the term of the option, the share price at grant date and expected
price volaiility of the underlying share, the expected dividend yield and the risk-free interest
rate for the term of the option.

The fair value of the options granted excludes the impact of any non-market vesting conditions
{for example, profitability and sales growth targets and performance and service criteria).
Mon-market vesting conditions are included in assumptions about the number of options that
are expected to become exercisable, Al each balance sheel dale, the entily revises its
estimate of the number of options that are expected to become exercisable. The employes
benefil expenze recognised each period takes into account the most recent estimate.

{) Bonus plans

The Group recognises a liability and an expense for bonuses where contraciually obliged or
where there s a past practice that has crealed a constructive obligation.

{r} Contributed equity
Crdinary shares are classified as equity.

Incremental costs directly attributable lo the issue of new shares or oplions are shown in
equity as a deduction, net of tax, from the proceeds.

When share capital recognised as equity is repurchased, the amount of the consideration
naid, including directly atfributable costs, is recognised as a deduction from {otal equity. In the
company's financial statements, the transactions of the Employee Share Scheme (APSLSP
Pty Ltd) are treated as being executed directly by the company, Accordingly, shares held by
APSLSP Pty Ltd are recognised as treasury shares and deducted from equity.

(g} Earnings per share

{il Basic earnings per share

Basic earnings per share is calculated by dividing the profit or loss atlributable lo equity
holders of the company, excluding any costs of servicing equity other than ordinary shares, by
the weighted average number of ordinary shares ouistanding during the year, adjusted for
bonus elements in ordinary shares issved during the year

it} Diluted eamings per share

Diluted earnings per share adjusts the figures usad in the determination of basic earnings oer
share to take into account the after income tax effect of interest and other financing costs
associated with dilutive potential ordinary shares and the weighted average number of
additional ordinary shares that would have bsen outstanding assuming the conversion of zll
dilutive potential crdinary shares.

{ty Dividends
Provision is made for the amaount of any dividend declarad, being appropriately aulhorised and

no longer at the discration of the company, on or before the end of the financial year but not
distrinuted at balance date,
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FOR THE YEAR ENDED 30 JUNE 2008

Summary of significant accounting policies {cont'd)

{u) Goods and services tax

Revenues, expenses and assets are recognised nat of the amount of goods and services tax

(G3T), except:

+ whera the amounl of GST incurred is not recoverable from the taxation authority, it is
recognised as part of the cost of acquisition of an asset or as part of an item of expense:
or

+ for receivables and payables which are recognised inclusive of GST.

The net amount of GST recoverable from, or payable to, the laxation authority is included as
part of receivables or payables.

Cash flows are presented on a gross basis. The GST companents of cash flaws arising from
investing or financing activities recoverable from, or payable to the taxation authority, are
presanted as operating cash flows.

(v) Comparatives

Where necessary, comparative figures have been adjusted to conform with changes in
presentation in the current year.

{w) Mew accounting standards and interpretations not yet effective

Felevant accounting standards and inlerpretations that have recently been issuad or amended
but are not yel effective and have not been adoptad for the annual reporting period ended 30
June 2008, are as follows:

Standard/Interpretation Application Application date
date® for the Group*

AASE B Operating Segments and consequential

amendments to other accounting standards resulting from 1 January 2009 1 July 2009

ity issue _

ALSB 107 Presentation of Financial Statements — revised

and consequential amendmeants to other accounting 1 January 2009 1 July 2008

_standards resulting from its issue
AASE 3 Business Combinations — revised and

conseguential amendments ta other accounting standards 1 July 2009 T July 2009
resulting from its issue

AASE 127 Consolidated and Separate Financial Staternents
- revised and conssquential amendments ta other 1 July 2009 1 July 2009
sccounting standards resulting from its issue

AASE 123 Borrowing Costs — revised and consequential

amandments to other accounting standards resulting from 1 January 2009 1 July 2009
its issue _ _ B

AASE 2008-1 Amendments to Australian Accounting
Standard — Share-based Payments: Vesting Conditions and 1 January 2009 1 July 2009
Cancellations

AASE 2008-2 Amendments to Australian Accounting

Standards — Putiable Financial Instruments and Obligations 1 January 2009 1 Jduly 2009
arising on Liguwidation

AABB 2008-5 Amendments to Australian Accounting
Standards arising from the Annual improvements Project
AASE 2008-6 Further Amendments to Australian
Accounting Standards arzing from the Annual 1 July 2009 1 July 2009
Improvernents Project

AASE 2008-7 Amendments to Australian Accounting

Standards — Cost of an investment i a Subsidiary, Joirtly 1 January 2009 1 July 2002
Controfled Entity or Associate _

Interpretation 13 Customer Loyalty Programmes 1 July 2008 1 July 2008
Interpretation 15 Agreerments for the Construction of Real 1 January 2009 1 July 2009

1 January 2009 1 July 2009

Estate ik
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- e .- . : —
lnh—:rpr:a_.laurm 16 Hedges af a Net Investrment i a Foreign 1 October 2008 1 July 2009
Operation

* Application date is for annual reporting periods beginning on or after the date shown in the
abave table,
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Summary of significant accounting policies (cont'd)

{w) New accounting standards and interpretations not yet effective (cont'd)

The directors anticipate that the adoption of these standards and interpretations in future
periods may have the following impacts:

«  AASE & - AASE B may impact segment disclosuras. |t is not expected o impact the
amounts included in the financial statements except that it may impact the level at
which goodwill, if any, is tested for impairment.

«  AASE 107 - The revised AASE 107 is only expected to effect the presentation and
disclosure of the financial report. It is not expected to effect recognition and
measurement accounting policies.

«  AASE 3 - The revised AASE 3 applies prospectively for all business combinations after
it becomes effective. It introduces a number of changes which may have a significant
impact on accounting for future business combinations.  For example, it allows a
choice for measuring a non-controlling interest (minority interest) in an acquiree -
oither at fair value or al the proportionate shkare of the acquires’s net identifiable
assets. It also requires acquisition related costs to be accounted for separately from

the business combination — which will usually mean they will be expensed. The
directors have not vel assessed the impact the revised standard will have in future
perods,

« AASBE 127 - The revised AASB 127 introduces a number of changes, including
requiring that changes in an ownership interest in a subsidiary that do not result in a
loss of control be accountad for as equity transactions. Another change will result in
net income being attributed to the parent and the non-controlling interests even if this
results in the non-controlling interests having a deficit balance, The directors have not
vet assessad the impact the revised standard will have in future periods,

«  AASE 123 - The revised AASB 123 requires that borrowing costs associated with
qualifying assets be capitalisad. The directors do not expect the revised standard will
have a material impact as the Group has no borrowing costs associzted with gualifying
assaets.

«»  AASE 2008-7 - AASE 2008-1 introduces a number of amendments in accounting for
share-based payments, including clarifying that vesting conditions comprise service
conditions and performance conditions only.  The Group may hawve, or enter into,
share-based payment arrangements that could be impacted by these amendments,
However, the directors have not yel assessed the impact, if any.

- AASE 2008-2 - AASE 2008-2 introduces amendments that allow an entity that issues
certain puttable financial instruments to classify them as equity rathaer than financial
lighilities.  As the Group dees not have any such financial instruments, these
amendmeants are not expectad to have an impact an the financial report,

. AASE 2008-5 and AASE 2008-6 - These amendments introduce various changes 1o
IFRSs. The directars have notl yet assessed the impact of the amendments, if any.

. AASE 20087 — AASE 2008-7 introduces amendments that result in all dividends
fram a subsidiary, jointly controlled entity or associate being recognised in the separate
financial statements of an investor as incame.

» Interpretation 13 - This interpretation deals with accounting for customer loyally
programmes.  As the Group does not have any such programmes, the interpretation is
not expectad (o have an impact on the financial report.

« Interpretation 15 - This interpretation deals with accounting by real estate developers
providing canstruction sarvices.  As the Group does nol provide such services, the
interpretation is not expected to have an impact on the financial report,

« Interpretation 76 - This intergretation deals with accounting for hedges of a net
invesiment in a foreign operation. As the Group does not have any such investment,
the interpretation is not expecied 10 have an impact on thea financial report.
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Summary of significant accounting policies {cont'd)

(x) Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience
and other factors, including expectations of future events that may have a financial impact on
the enlity and that are considered to be reasonable under the circumstances. The crilical
estimales and judgements, including those estimates that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the next financial
year, are discussed below

2008 Financial Year - Capitalised Development Costs

Cosls incurred in developing products or systems that will contribute to fulure period financial
benefits through revenue generation are capitalised as soflware development assets, The
critical assumption supporting the basis on which these costs have been capitalised is that
there is a market for the intangible asset once developed, The market identified for the BPSX
documentation management system is dependent on the success of the parent entity's
development management system which it holds under licence. To date the Group has
recorded only limited sales using its development management system.

2007 Financial Year — Part Disposal of Subsidiary with no Loss of Control

The Group applies a policy of treating transactions with minority interests as transactions with
parlies external to the Group, Disposals to minority interests results in nains and losses for
the Group thal are recorded in the income statement, In May 2007 the parent entity sold a

20% interest in ils subsidiary, Product Services Exchange Ply Lid and recorded a gain on sale
of 3830000 — see note 4,

Under the general principles of consolidation, there are alternative methods of accounting for
these transactions. One is the modified parent entity approach which deems the minority as
an external party. This is the method adopted by Australian Property Systems Limited.
Another method is the economic entity method which presumes the minority interasts are also
owners of the Group's net assets and lreals the sale of an interest in a subsidiary without loss
of control as an equity transaction.  If the Group had elacted to use this method. ils profit for

the year would have been reduced by $830,000 and the transaction would have been reflected
in the statement of changes in equity.

ly) General

This financial report covers both Australian Properly Systems Limited as an individual entity
{parent entity) and the consalidated entity consisting of Australian Froperty Syslems Limited
and its contralled entities,

Australian Property Systems Limited is & public company limited by shares, incorporated and
domiciled in Australia, Its registered office and principal place of business is-

Australian Properly Systems Limited
Level 5

35 Burdett Street

ALEBION CGLD 4010
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Financial risk management

The Group's activities expose it to a variety of financial risks: market risk, credit risk and liguidity
risk. The Group's overall risk management program focuses on managing these risks and
implementing and menitoring of controls around the cash management function. The Group's
principal financial instruments consist of cash and cash equivalents, receivables and payables,
The Group uses diferant methods to measure different types of risk to which il is exposad.
These methods include sensitivity analysis in the case of interest rate risk and aging analysis for
credit risk.

The Group's managerment of treasury activities is centralised and governad by policies approved
by the board of directors, The board provides principles for overall risk management, as well as
palicies covering specific areas, such as interest rate risk, credit risk, analysing and deciding
upon strategies, performance measurement, the segregation of dulies and other controls around
the treasury and cash management functions.

The Group and the parent entity hold the following financial instruments:

Consolidated Parenl Entity
2008 2007 2008 2007
5 g 5 5
Financial asseis
Cash and cash equivalents " 031,845 1,136,411 913,090 1,131,215
Trade and other receivables '™ 83,480 66,422 353,449 70,467

1015425 1,202,833  1266,530 1,201,682

Financial liabilities
Trade and other payables ' 155,014 53,253 66,091 45797
155,014 53,253 66,091 45797

i1 Loans and receivables category,
i) Financial liabilities of amortised cost category.

{a) Creditrisk

Credil risk arises from the financial assets of the Group, which comprize cash and cash
equivalents, receivables and restricted deposits. The Group has treasury policies in place for
deposit fransactions for such transactions to be conducted with financial institutions with a
strong credit rating.

The Group's exposure to credit risk arises from potential default of the counter parly, with a
maximum exposure equal to the carrying amount of the instruments, At balance date. cash
and cash equivalents were held with Commonwealth Bank of Australia. For trade and olher
recevables, collateral is not normally obtained — for further information refer to note 3.

{b) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash reserves to mest the
ongoing operational requirements of the business. The Group manages liquidity risk by
continucusly monitaring forecast and actusl cash flows and ensuring that sufficient funds are

maintained in cash and cash equivalents,

Contractual matunity analysis
irace and other payables, as disclosed above, are due and payable within 3 months
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Financial Risk Management (cont'd)

{c) Market risk

interest rate risk

The Group's exposure o interest rate rigk arises predominantly from cash and cash equivalents
which are subject to variable rates. The Group does not use derivatives to manage this risk. The

weighted average interest rate applicable to cash and cash equivalents at 30 June 2008 is
disclosed in note 7.

Sensifivity
A 30 June 2008, if interest rales had changed by +/-100 basis points from the year end rates

with all other variables held constant, profit and loss and equity would have been impacted as
follows:

Consolidated Parent Entity
2008 2007 2008 2007
$ $ $ $

+ 100 basis points
Profit{loss) impact

- increase in revenus 9.319 11,364 9,130 11,312
Equity impaci

- increase in equity 9,319 11,364 9,130 11.312
- 100 basis points
Profit/(loss) im pact

- decrease in revenus (8,319) (11,364) {9,130 (11,312)
Equity impact

- decreasa in equity {9,319 (11.364) {9.130) {11.312)

Forelgn exchange risk
Meither the parent enlity nor the Group have any direct material foreign exchange risk as

commercial fransactions and recognised financial assets and liabilities are all in Australian
CUITENCY.

Price risk

Meither the parent entity nor the Group are exposed {o any direct material market or commaodity
price risk relating to financial assets or labilities,

{d} Fair value

The fair values of financial assels (net of any grovision for impairment} and financial liabilities
approximate their carrying amounts due to either their shorl term nature or their terms and
condifions including inferest receivable/payable al variable rates.

() Capital risk management
The Group’s and parent entity's objeclives when managing capital are primarily to safeguard

their ability 1o continue as a going concern, so that they can continue to provide relurns for
shareholders and beneflils Tor olher slakeholdears,
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Segment information

Business segment

The Group predominantly operates in one business segment.  |is activities include licensing
and training in respect of its property management system used for property development of
strata title units, The Group is also developing an IT platform to provide services for managing
aocount transactions associated with property development projects,  In the 2007 financial
year {hese two activities were considerad to represent two business segments. However, the
directors now consider the overall operations effectively represent one business segment.
The prior year comparatives have not been restated as the amounts were not material.

Geographical segment
The Group's operalions are based solely in Australia,

Other income

Consolidated Farent Entity
2008 2007 2008 2007
5 5 $ 5

Gain on disposal of subsidiary (see

note 22} - 3,423 - 12,738
Gain an sale of shares in subsidiary

{see helow) - - 830,000 - 830,000

- 833,423 - 842,738

Sale of 20% interest in PSX

In May 2007 the parent entity sold a 20% interest in its subsidiary, Product Services Exchange
Pty Lid (PSX). A gain on sale was recorded as follows:

Sale proceeds — cash - 1,000,000 - 1,000,000
Share based payments (see helow) - (170,000) - (170,000
- 830,000 - 830000

PSX is in the process of establishing an automated, web based transaction centre for processing
and clearing all transactions associated with the consolidated enlity's method of managing
property development. In May 2007 the consolidated entity sold 20% of ils shareholding in PSX
with 1 million options in Australian Property Systems Limited granted in relation to the sale and
finders fee: The options are converible into ordinary shares al an exercise price of 52 each at
any time up to 9 May 2012 — see note 26

Profit/(loss) before income tax

Profit!{loss) before income {ax
includes {he following specific

SXpENsEs!

Deprecialion — plant and equipmeant 8,690 8,476 3,148 7,352
Operating lease rental expenses —

minimum lease payments 11,732 14,880 11,732 14,890
Licence fees expense — see note 17 95,000 96000 06,000 96,000
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Income tax

Consolidated Parent Entity
2008 2007 2008 2007
3 -3 b 3
Reconciliation of income tax
expense/{credit) to prima facie
tax

Frofitf{loss) before income tax (713,675) 465,281 [654.082) 485388
Tax at the Australian tax rate of

30% (2007 30%) {214.103) 138,584 (199 225} 145 616
Tax effect of amounts which are not
deductible (taxable) in calculating
taxable income

Mon-deductible expenses - 51,000 - 51,000
(214,103) 190,584 (199,225) 196,616
Defarred tax assets not recognised 214,103 - 199,225 -
Refund recognised in respect of

research and development claims

[note 10} {116,178) - (116,178} -
Fraeviously unrecogrised tax losses

usad {o reduce current tax expense - (190,584} - (1988616

Income tax expense{cradit) (116,178) - (1161 78)

Tax losses

Unused iax losses for which no
deferred  tax  asset has  been

recognized 954,982 847,082 953,356 647 082
Folanlial tax benefit @ 30% 298,495 194,125 286,007 194,125

Franking credits
Franking credits available for
subsequent financial years i 102,046 102,046 102,046 102,045

The above amounis represent the balance of the franking account as al the end of the
financial year, adjustad for:

(i Franking cradits that will arise from the payment of the amounl of the provision for
Income fax

{ii) Franking debits that will arise from the payment of dividends recognised as a liability at
the reporting date, and

(i) Franking credits that will arise from the receipt of dividends recognised as receivables
at lhe reparting date.

Cash and cash equivalents

Cash at bank 931.845 1,136,411 913,090 1,131,215

Tha cash at bank, which is held mainly in at call bank accounts, bears floating interes{ rates of
6.85% (2007: 4.05%).
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10.

Consolidated Parent Entity
2008 2007 2003 2007
3 5 5 5
Trade and other receivables
Current
Trade debtors 109,000 66,422 109,000 66,148
Provision for impairmsnt (55,000 - (55.000) -
54,000 66,422 54,000 66,148
Qiher receivables 3,961 - 3,461 2
57,961 66,422 57,961 66,148
Non-current
Amaounts owing by subsidiaries - - 269 569 4319
Festricted deposit 25,519 - 25,519 -
25,510 - 295,488 4,319

Trade and other receivable are generally non-interest bearing and due 30 days from dale of
recognition.

Amounts owing by subsidiaries = refer lo note 21,
Impaired recanables

Trade deblors of $55 000 (2007; Snil} were impaired at 30 June 2008, The provision for
impairmeant was determinad based on the length of time outstanding and expected amount fo
be collected,

Fast due but not impaived recelvables

As at 30 June 2008 trade debtors of $54,000 (2007: S66,422) in the Group and 554,000
[2007: 366G,148) in the parent entity were past due but not impaired.

Inventories

Property held for resale - al cost 220,157 194,653 220,157 184,653

Properly held for resale comprises Lot 33, Ferry Rd, West End.

Current tax receivable

Current tax receivable 116,178 - 116,178 -

The current {ax receivable relates 1o 2 research and development claim by the parent endity in
the 2007 income tax return which was approved by the relevant authorily in the 2008 financial
year, The amounl was received in July 2008
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MOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2008

Property, plant and equipment

Consolidated Parent Entity
2008 2007 2008 2007
§ 5 $ $
Plant and equipment — at cost 61,701 58 702 60,201 57,202
Accumulated depreciation (46,622) {37,932) (45,122} {36,974
15,0749 20,770 15,079 _ 20,228
Movement in plant and equipment:
Cpening balance 20,770 4,668 20,228 3,002
Additions 2,999 24,578 2,990 24,578
Depreciation {8,690) (B,476) (8,148} [7.352)
Closing balance 15,079 20,770 15079 20,228
Intangible assets
Software development — at cost 764 681 - = __ -
Movement in software development costs:
Cpening balance + - -
Additions - internal development 284 681 - - .
Amoriisation _ = s y
Closing balance 284 681 -

Software development costs comprise rewriting the PSX transaction management software to
Dot Met language. The completion of this process is expected by January 2009, The work has
been confracted to Microgenx (external IT developers). At 30 June 2008 an amounl of
504 681{plus G5T) was payable to Microgenx and recorded in trade and other payables,

The saftware development will be amortised over its estimated useful life when the asset is
available for use.

Trade and other payables

Trade payables and accruals 155,014 33,253 6,091

45,797

Trade and other payables are non-interest bearing. Their fair value approximates their carrying
armaount,
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Contributed equity

Consolidated Parent Entity
2008 20307 2008 2007
$ 5 $ $
Share capital
52,049,000 ordinary shares fully paid (2007:
51,004,000 3,391,740 2662740 3,391,740 2,682,740
Treasury shares (10,740} (10,740} (10,740) {10,740)

3381000 2652000  3.381,000 2,652,000

Crdinary shares entitle the holder to participate in dividends and the proceeds on winding up
of the parent entity in propartion to the number of and amounts paid on the shares held, On a
show of hands every holder of ardinary shares present at a meeting in person, or by proxy, is
enfitled o one vote, and upon a poll each share is entitled to one vote.

Effective 1 July 1998, the corporations legislation in place abolished the concepls of
authorised capital and par value shares. Accordingly, the parent does not have authorised
capital nor par value in respect of its issued shares.

Share capital
Movements in ordinary share capital during the past two financial years were as follows:

Mumber of  Issue price

Date Details Notes shares s 5
30 June 2006 Balance 50,014,000 2,572,000
3 January 2007 Placement of shares i) 1,000,000 0.25 280,000
20 April 2007 Flacement of shares i) 20,000 0.25 20,000
Share issue costs (i) - - (190,000%
30 June 2007 Balance 51,004 000 2,652,000
28 April 2008 Placemeant of shares (i) 350,000 0.80 280,000
26 June 2008 Placemant of shares ) G0S,000 0,80 484,000
Share issue costs e - [35.000}
30 June 08 Balance b2 048000 _ 3,381,000

{i) Issued on 3 January 2007 at 25 cents per share far cash pursuant to a placement,

(i) Issued on 20 April 2007 at 25 cents per share for cash pursuant 1o a placement.

{ii) Share issue costs relate to options granted to GWR Financial Services Ply Lid, a
company associated with Ross Noye. The options were granted for services provided by
GWR Financigl Services Pty Lid for securing the placement of 1,000,000 shares on 3
January 2007 — see note 26,

{iv) Issuaed on 28 April 2008 at B0 cents per share for cash pursuant to a placement,

{v] lssued on 26 June 2008 at 80 cents per share for cash pursuant to a placement.
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Contributed equity {cont'd)

Options

Unissued ordinary shares of Australian Property Systems Limited under option are as follows:

Date options Expiry date Exercise Mumber under
granted price option
/082005 8082010 $0.50 25,000,000
3/01/2007 0172012 31.00 1,000,000
10/05/2007 10/05/2012 $2.00 1,000,000

Mo option holder has any right under the options to participate in any other share issue of the
company or of any other entity. There was no exercise of options over ordinary shares of
Australian Property Systems Limited during the yvear ended 30 June 2008, Refer to details sel
out in note 26.

Reserves and accumulated losses

Consolidated Parent Entity
2008 2007 2008 2007
$ $ $ 5
Share-based payments reserve
Opening balance 403,723 43,723 403,723 431723
share-based payments during the year - 360,000 - 360,000
Closing balance 403,723 403,723 403,723 403,723

The share-based paymenis reserve is used o recognise the fair value of oplions issued for goods and
services including employee services— see nole 26,

Accumulated losses

Opening balance (1,689.568)  (2,157.011)  (1,684,857) (2,170,345
Net profit/(loss) for the year  (5B7.578} 467,443 (547,904) 485,388
Closing balance (2277,146)  (1,689.568)  (2,232,861) (1,684,957

Minority interest

Interest in Product Services Exchange
Pty Ltd:

Contribuled equity = - =

Accumulaled losses (11,071) {1,152} = =

—1.071) (1,152) - -
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Key management personnel disclosures

{a)] Key management personnel compensation

Consoclidated Parent Entity
2008 2007 2008 2007
$ $ L L
Short-term employes benefits 349,000 315,000 349 000 315,000
Share-based payments - - - -
349000 315,000 349 000 315000

{b} Equity instrument disclosures relating to key management personnel

Option holdings

The numbers of options over ordinary shares in the company held during the financial year by
each director of Australian Property Systems Limiled and other key management persannel of
the Group, including their personally related parties, are set out below,

Balance at Other Balance at Balance at Vested and
the start of changes resignation the end of exercisable
the year {if applicable) the year at the end of
2008 the year
Directors
5 3 Jamieson 15,000,000 {955,000) - 14,045,000 14,045,000
L M Campbell - - - = :
G A Thomas 5,000,000 - (5,000,000) - -
8 B Wilkie = - - E B
Other key management personnel
T Peach ks > - - -
Total 20,000,000 (955,000} i5,000,000) 14,045,000 14,045,000
2007
Directors
53 5 Jamizson 15,000,000 - - 15,000,000 15,000,000
i3 A Thomas 5000000 - 7 5,000,000 5,000,000
B B Wilkie - - - - -
Other key management personnel
T Peach - = - - -
Total 20,000,000 iy - 20,000,000 20,000,000

No options were granted as compensation or exercised during the year (or in 2007).

Share haldings

The numbers of ordinary shares in the company held during the financial year by each director
of Australian Property Systems Limited and other key management personnegl of the Group,
including their personally related parties, are set out below,

Other Balance at Balance at

Balance at changes appointmeant resignation Balanca at

the start of On exercise  during the date (if date [if the end of
2008 the year of options year applicable) applicable) the year
Directors
25 Jamieson 21,928,000 - {190,000} - - 21,738,000
L Mt Campbell - - 12,500 - - 12,500
BB Wikie 3,733,950 - 45,800 - - 3,780,550
G A Thomas 10,625,000 - (10628, 000) -
Other key management personng|
T Peach a3 z : = I
Total 36,286.920 {130,500) - 10,5025.000) 29,031,050
2007
Directors
35 Jamiason 22,581 700 - [863.700) - - 21,928,000
B B Wilkie 4,547 850 - [B13.700) - - 3,723,550
5 & Thomas 10,825,000 - - . - 10,825,000
Other key management personnel
T Peach = - = = = -
Total 37,764,350 . (1,477 .200) - = 38,286,900

There were no shares granted during the last two financial years as compensation,
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AUSTRALIAN FROPERTY SYSTEMS LIMITED AND CONTROLLED ENTITIES
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Key management personnel disclosures (cont'd)

{c) Loans to key management personnel

There were no loans to directors of Auslralian Property Systems Limited or other key
management personnel of the Group during the current ar previous reporting period.

(d} Other transactions with key management personnel

Licence fees

In June 2001, Australian Properly Systems (Mo 1) Pty Lid, an entity associated with
G 5 Jamieson and B B Wilkie, enfered inlo a Technology Licence Agresment with the
company. Under the terms of this Agreemeni, Australian Property Systems (Mo 1) Pty Ltd has
granted an exclusive licence to the company for the use of certain intellectual property for a
pericd of 20 years. The amount paid by the company under the Technology Licence
Agreement for the year ended 30 June 2008 was 560,000 (2007: 560.000) for licence fees
and 336,000 (2007: $36,000) as a consultancy fee for managing patent renewals and
registrations. There are potential further fees and royalties payable which are contingent on
future events. Refer note 20 for details. The amount payable by the company under the
agreement at balance date was Snil (2007: 58,000). This is included in current liabilities.

Sale of subsidiary — Libertas Securifies

In December 2006 the parent entity sold its 90% interest in Libertas Securities Pty Ltd
{"Libertas") for $30,000. The purchasers included an entity associated with GS Jamieson who
acquired a 29.7% in Libertas. The sale of Libertas was approved by shareholders af an
extraordinary general meeting held on 16 Movember 2008, As par! of the sale transaction the
parent entity forgave a loan owing by Libertas of 517,262,

There have been no other transactions with key management personnel during the current
and preceding financial years,

Remuneration of auditors

During the year the following fees were paid or payable for services provided by the auditor of the
parent entity.

Consolidated Parent Entity
2008 2007 2008 2007
5 $ $ $
Audit services
Audit and review of financial reports of the
consolidated entity 40,000 40,000 40,000 40,000

Mo amounls were paid or payable Tor olher services or to a related practice of the auditor,
There were no other auditors of subsidiaries in the Group.
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Consolidated Parent Entity
Commitments 2008 2007 2008 2007
$ $ $ 5
(a) Operating leases
Commitments for minimum lease payments in
relation to non-cancellable operating leases are
payable as follows:
Within one year 3,687 2,374 3,887 2,374
Later than one year but not later than five years 3,531 1,187 24931 1,187
7.218 3,561 7,218 3,567

The Group has entered into non-cancellable operating leases for cerlain items of equipment.
The operaling leases are under normal commercial operaling lease terms and conditions.

(b} Remuneration commitments

Commitments for the payment of salaries and

other remuneration under long-term amployment

contracts in existence at the reporting date but

not recogrisad as liahilities, payable:

Within one year 250,000 250,000 250,000
Later than one year but not later than five years 200,000 750,000 00,000

250,000
750.000

750,000 1000000 750,000 1,000,000

The remuneration commitments shown above reflect the base fee of $250,000 per annum
over five years to Mr G Jamieson. In addition, Mr Jamieson is entitled 1o additional amounts
based on the consolidated entity achieving certain levels of profitability as sat out below,

Base fees — Base fees commence at $250,000 per annum and increase annually as follows -
financial year 2008 (FY08): $350,000, FY09: 3500,000, FY10: $700.000 and FY11: $900,000
per annum. The payment of fees over $250,000 per annum is subject to the company
achieving a profit before tax of $2 million and any payments over $500,000 per annum are
subject o the payment not exceeding 25% of the profit before tax.

Bonus feas — A bonus fee is payable at the end of each financial year within 15 days of the
annual report being signed, If the profit before tax is above 51 million and up to $5 million,
£30.000 bonus fee is payable. Above $5 millien, fees are payable on a sliding scale {from 1%
to 5% of profit before tax) depending on the company's profitahility.

Contingent liabilities

Under the Technology Licence Agresment disclosed in note 17, the following amounls are
payable based on certain events:

+ The payment of a licence fee of 51.7 million once the consolidated entity complates a
successful capital raising of 35m,

= If the intellectual property is patented and utilised ouiside of Australia the following amounts
become payable:

- amaonthly rovalty of 1% of revenue earned from use of the intellectual property autside
af Australia;

- 51 million if utilised in one other country:
- a further 51 million if utilised in bwo other countries; and
- a further 53 million if utilised in more than two oiher countries.

At the date of this repori, & capital raising of $5m has not been completed and the intellectual
proparty has nat been ulilised outside of Australia.
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Related party transactions

The ultimate parent entity within the Group is Australian Properly Systems Limited.
Interests in subsidiaries are set out in note 22,
Disclosuras relating to key management personnel are set out in note 17.

Loans to/from related parties
Parent Entity

2008 2007
5 %

Loans to subsidiaries

Beginning of the year 4,319 10,000
Loans advanced 265,648 11,581
Loan forgiven {Libertas Securities Pty Lid) - (17,262)
Other o 2 -
End of the year 269 969 4319

The loans are st call, interest free, unsecured and repayable in cash. No provisions for
doubiful debts have been raisad in relation to any outstanding balances, and no expense has
been recognised in respect of bad or doubltful debts due from related parties.

Other transactions with subsidiaries
The parent entity has also provided, freg of charge, adminisirative and accounting assistance
in subsidiaries during the current and previous financial years,

In December 2006 the parent entity sold its 91% interesl in Libertas Securities Ply Lid
(Libertas) for 530,000, As part of the transaction the parent enfity forgave a loan owing by
Libertas of $17,262.

Subsidiaries

The conzolidated financial statements incorporate the assets, liabiliies and results of the
following subsidiaries in accordance with the accounting policy describad in note 1(b):

Country of

Mame of entit . :
4 incorporation

Motes Ownership Interest

2008 2007
%o Yo
Product Services Exchange Ply Lid Australia (i} 80 50

I addition to the above, the special purpose entity APSLEP Pty Lid recoagnised in note 26 has
also been consclidated.

1) Product Services Exchange Ply Lid ("PSX")

In May 2007 the parent enlity sold a 20% interest in PSx for 51,000,000 consideration —
see noie 4,
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22. Subsidiaries (cont'd)

{ii}

Libertas Securities Pty Ltd ("Libertas")

In December 2008 the parent entity sold its 91% interest in Libertas. Liberias had no
significant operations, or any employees during at least the last two financial years up to
the date of dispesal. Accordingly, Libertas doos not comprise a separate line of business
and is not considered a discontinued operation,

Financial information relating to the disposal of Libertas is set out below

The financial information presented below in respect of Libertas represents the period 1 July
2006 1o 29 December 2008 (30 Juns 2007 column.

2007
Fevenue and expenses of Libertas 5
Revenue & other income 18,047
Expensas {2,656)
Profit!{loss) before income tax 15,301
Income tax expense .
Profit!loss) after lax 15,351

The 2007 revenue and other income of 518,047 mainly comprized a gain an forgivenass on
niragroup debts (this was eliminated on consolidation).

The major classes of assets and liabilities of Liberas at 29 December 2008 were as
follows:

Aezsels

Investments — Fixed term deposit 26,353
Other 24
Total Asseats 26,577
Liabilities e
Met assets of subsidiary disposed 26,577

Consolidated Parent Entity

2007 2007
$ $

Consideration received on disposal

Cash received 30,000 30,000
Carrying amount of net assets dispozed (26,577 -
Amount owing by subsidiany - (17.262)
Zain on disposal of subsidiary before income tax 3423 12,738
Income fax expense : = o =
Gain on disposal of subsidiary after income {ax 3,423 12,738

41



24,

AUSTRALIAN PROPERTY SYSTEMS LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMER

| T
[EN R

FOR THE YEAR EMDED 30 JUNE 2008

Cash flow information

Reconciliation of profit/(loss) after income tax to net cash outflows from operating

activities

Frofitfloss) for the year

Depraciation

Doubiful debts

Met gain on disposal of subsidiary

Met gain on part disposal of subsidiary
Other

Changes in operaling assets and
liabilities

iincreasze)/decrease in;

Receivables

Inventories

Current tax receivable
Increase!{decrease) in

Payablas *

Met cash oufflows from cperating
activities

excluding non-operating items.

Finance facilities

Consolidated

Parent Entity

2008 2007 2008 2007
$ $ $ $

(597,497) 465,281 (547,904) 485,388
8,690 8,476 8,148 7,352
55,000 - 55,000 -
(3.423) - {12,738)
(830,000) (830,000)
(28) (5,681)
(46,539) (34,399) (46,813) (29,618)
{25,504) (90,239) (25,504) (50,239)
{116,178) - (116,178) 2
(27,920) 18,065 {14,708) 22,544
(749.948) (466,267) (687,959) (452,592)

At 30 June 2008, the consolidated entity had no unused finance facilities (2007 Snil).
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Earnings per share

Consolidated

2008 2007

Cents Cents
Basic earnings per share {1.1} - 0.9
Diluted earnings per share {1.1) 0.9

Reconciliations of earnings used in calculating earnings per share
Consolidated

2008 2007
$ 5
Frofit/{loss) attributable to the ordinary equity halders of the
company used in calculating basic and diluted earnings per
share (587,578) 467,443

Weighted average number of shares used as the
denominator

Consolidated
2008 2007
Mumber Mumber

Weighted average number of ardinary shares used as the
denominator in caloulating basic earnings per share 51,160,858 50,515,684

Weighted average number of ordinary shares and potential
erdinary shares used as the denominator in calculaling diluted

earnings per share _ 51,160,858  50,515.699

Information concerning the classification of securities

Options

Options granted are considered to be potential ordinary shares and have been taken inlo
account in the delermination of diluted earnings per share. The options have not heen
included in the determination of basic earnings per share. Details relating to the options are
set oul in note 26,

In the: circumstances of the Group, the options are not dilutive and are therefore not used in
the calculation of diluted earnings per share. These options could potentially dilute earnings
per share in he future.
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AUSTRALIAN PROPERTY SYSTEMS LIMITED AND CONTROLLED ENTITIES

FOR THE YEAR ENDED 30 JUNE 2008

Share-based payments

Employee share plan

A speocial purpose entity APSLEP Py Lid was incorporated in August 2002 to operate an
Employee Share Scheme (“the Schemea”). In February 2003 the Scheme acquired 1,074,000
ordinary shares in Australian Property Systems Limited at 50.01 per share.

Eligible employees and directors of the company are invited to apply for redesmable
preference shares in APSLSP Pty Lid in accordance with the terms and conditions of the
Scheme. The redeemable preference shares are non-veling and entitle the holders o
participate in dividends as declared by the board of APSLSP Pty Lid.

APSLSP Pty Ltd operates for the purpose of providing eligible employees and directors of the
company with a means to participate in profits of the company through dividend distributions.
The principal activity of APSLSP Pty Lid is fo own issued share capital of the company and
derive income through the receipt of dividends from the company. Mo dividends have been
paid during the last two years.

As part of his service agreement T Peach is to be issued 200,000 redeemable preference
shares in APSLSP Pty Ltd. These shares are yet to be issued.

On 29 September 2005 the directors resclved nol lo draw fees from the company, but 1o
receive 50.000 redeemable preference shares each per annum in APSLSP Ply Ltd, subject {o
them serving three years as directors from that date. These shares have not been issued at
this time due to the service criteria not being met.

The shares are to be issued for no consideration and entitle the helder to parlicipaie in
dividends paid payable by APSLEP Pty Lid {which are based on dividends paid by the parent
entity). Mo dividends have been paid or are payable by APSLSP Pty Ltd during the current or
prior year,

Options granted

Grant date Expiry date Exercise Balance at Granted Balance at Exercisable
price start of during the end of the at end of
year year year the year
Mumber Number Number Number
2008
3 Jan 2007 2 Jan 22 £1.00 1,000,000 - 1,000,000 1,000,000
10 May 2007 9 May 2012 z2.00 1,000,000 - 1,000,000 1,000,000
9 Aug 2005 5 Aug 2010 50,50 25,000,000 - 25,000,000 25000000
2007
3 Jan 2007 2 Jan 2012 51.00 - 1,000,000 1,000,000 1,000,000
10 May 2007 9 May 2012 52,00 - 1,000,000 1,000,000 1,000,000
9 Aug 2005 8 Aug 2010 50,50 25,000,000 - 25,000,000 25,000,000

Motes to options granted.

{iv  On 3 January 2007 the company granted 1,000,000 oplions over ardinary shares to GWR
Financial Services Pty Ltd for services rendered in securing the placement of 1,000,000
shares at 50,25 each — s2e note 14, Each oplion granied is exsrcisable into one ordinary
share in Australian Property Systems Limited for cash. Options granted carry no dividend
or voting rights.  The options vested upon grant and there were no further vesting
nonditions, They are exercisable at any time within 5 years of grant.
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AUSTRALIAN PROPERTY SYSTEMS LIMITED AND CONTROLLED ENTITIES
MOTES TO THE FINANCIAI STATEMENTS

FOR THE YEAR ENDED 20 JUNE 2008

26.

Share-based payments {cont’d)

it In Way 2007 1,000,000 options were granted as result of the sale of 2 20% inleresl in a
subsidiary, Product Services Exchange Pty Ltd {PSX) — see note 4. Each aplion granted
is exercisable into one ordinary share in Auvstralian Property Systems Limited Tor cash,
Options granted carry no dividend or voting rights.  The options vested upon grant and

there were no further vesting condifions. They are exercisable at any time within 5 years
of grant.

The weighted average remaining contractual life of share options outstanding at the end of the
year was 2.22 years (2007 3.22 years).

Mo options have been exercised or lapsed,

Fair value of options granted

The fair value at grant date was independently delermined using the Black-Scholes option
pricing madel that fakes into account the exercise price, the term of the option, the share price
at grant date and expected price volatility of the underlying share, the expected dividend yield

and the rizsk free interest rate for the term of the option.

The modet inputs for options granted during the 2007 year included:

Options Granted

Jan 07 May 07
Options are granted for no consideration and have a
fiver year life
Exercise price 51.00 $2.00
Grant date - see above
Expiry dale — see above
Share price at grant date 50.25 30.25
Expected price volalilily of the company’s shares 130% 130%
Expected dividend yield 0% 0%
Risk-free interest rate 5.62% B.15%
Oplion value per option 50,18 5017

The expecled price volatility is based on the historic volatiiity of the entity up to the grant date
of the options (based on a period with a similar life of the options). The fair value of the options

granted excludes the impact of any non-market vesting conditions, There were no market
conditions,



AUSTRALIAN PROPERTY SYSTEMS LIMITED AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2008

26, Share-based payments (cont'd)
Expenses arising from share-based payment transactions

Total expenses arising from share-based payment transactions recognised during the year
were as follows:

Consolidated Parent Entity
2008 2007 2008 2007
_ 5 $ $ $
Ciptions issued to GWR Financial Services ¥ - 190,000 - 190,000
Options issued on 20% interest in PSX - 170,000 : - 170,000
- 360,000 - 360,000

" |neluded in equity as share issue transaction costs as a fea for securing the placement of
£ P

1,000,000 shares in January 2007 — see note 14
Included in determination of gain on sale of shares in subsidiary as the issue of these
aptions comprised a transaction cost assoclated with the sale — ses note 4.

(2

27. Subsedquent events

APSL has entered into a licence agreement with Churches of Christ (QLD).

The services agreement with Housing Asia Pacific {Mr Trevor Feach) has been lerminated by
mutual agresment.



AUSTRALIAN PROPERTY SYSTEMS LIMITED AND CONTROLLED ENTITIES
DIRECTORS' DECLARATION

In the directars’ apinion:

(a) the attached financial stalements and notes are in accordance with the Corporations Act
2007, including:

i) complying  with  Australian  Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Regulations 2001; and

(it giving a true and fair view of the company's and conselidaled entity's financial

position as at 30 June 2008 and of their performance for the financial year ended
on that date; and

(b} there are reasonable grounds to believe that the company will be able o pay its debts as
and when they become dus and payvable.

The directors have been given the declarations by the Chisf Executive Officer and Chief Financial

Officer for the financial year ended 30 June 2008 required by section 2854 of the Corporations Act
2001

This declaration is mads in accordance with a resclution of the board of direciors,
e ;
P J
'I .. 4 r
K_..— e
|
| ————
/.x“‘_“\.l. B
G Jamieson
Director .'I

!
/

Da_@gd"fhis 29" day of September 2008
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JOHNSTON RORKE

CHARUERE D AT N EART S

INDEPENDENT AUDITOR'S REFORT

TO MEMEBERS OF AUSTRALIAN PROPERTY SYSTEMS LIMITED

Report on the Financial Report

We have audited the accompanying financial report of Australian Property Systems Limited, which
comprises the balance sheet as at 30 June 2008, and the income statement, slatement of
changes in equity and cash flow statement for the year ended on that date, a summary of
significant accounting policies, and other explanatory notes and the directors' declaration of the
consclidated entity comprising the company and the entities it controlled at the vear's end or from
time 1o time during the financial year.

Diractars’ responsibility for the financial report

The directors of lhe company are responsible for the preparation and fair presentation of the
financial report in accordance with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Act 2001.  This responsibility includes
establishing and maintaining internal controls relevant to the preparation and fair presentation of
the: financial report that is free from malerial misstatement, whether due to fraud or error; selecting
and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.  In MNote 1, the directors slso state, in sccordance with
Accounting Standard AASB101 Presentation of Financial Statements, that compliance with the
Australian equivalents to International Financial Reporting Standards ensures that the financial
report, comprising the financial statemenis and notes, complies with International Financial
Reporting Standards,

Auditor's responsibility

Our responsioility is to express an opinion on the financial report based on our audit.  We
conducted our audit in accordance with Australian Auditing Slandards. These Auditing Standards
require that we comply with relevant ethical requirements relating to audit engagements and plan
and perform the audit to obiain reasonable assurance whether the financial repori is free from
material missialement.

An audit invalves performing procedures to obtain audit evidence about the amounis and
disclosures in the financial report. The procedures selected depend on the auditor's judgement,
ncluding the assessment of the risks of material misstatement of the financial report, whether due
to fraud or error. |In making those risk assessments, the auditor considers internal control relevant
to the entity's preparation and fair presentation of the financial report in order to design audit
procedures thal are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal contral. An audit alse includes evaluating the
appropriateness of accounting policies used and the reascnableness of accounting estimates
made by the direclors, as well as evaluating the overall presentation of the financial report.

We believe that the audil evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Liabilify limited by a scheme spproved under Professional Standards Legislation
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Independernce

In conducting our audit, we have complied with the independence requirements of the Corporations
Act 2001,

Auditor's opinion
I aur opinion:

{2} the financial report of Australian Property Systems Limited is in accordance with the Corporations
Act 2001, including:

{iy  giving a true and fair view of the company's and consolidated entity’s financial position as at
30 June 2008 and of their performance for the year ended on that date: and

{i)  complying with Australian Accounling Standards (including the Australian Accounting
Interpretations) and the Corporations Regulations 2001: and

{b) the financial report also complies with International Financial Reparting Standards as disclosed in
Mote 1.

Report on the Remuneration Report

We have audited the Remuneration Report included in Section 11 of the directors’ report far the year
ended 30 June ZODB. The directors of the company are responsible for the preparation and
presentation of the Remuneration Report in accordance with Section 300A of the Corporations Act
2001, Qur responsibility is to express an opinion on the Remuneration Report, based on our audit
conducted in accordance with Australian Auditing Slandards.

Auditor's opinion
In aur opinion the Remuneration Report of Australian Property Systems Limited for the year ended 30

June 2008, complies with Section 300A of the Corporations Acl 2001,

JOHNSTON RORKE
Chartered Accountants

Areh -

R CNWALKER

Partner
Brisbane, Queensland
29 September 2008
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AUSTRALIAN PROPERTY SYSTEMS LIMITED AND CONTROLLED ENTITIES

CORPORATE GOVERMAMCE STATEMENT

The board has put in place the framework and operational policies for the management of the
company ensuring the effective management of internal controls and of risk.

The role of the board
The board carries out its responsibilities according to the following mandate:

« the board should comprise at least 3 directors;
s the chairman should be a non-executive directar;

e ihe directors should possess a broad range of skills, gualifications and experience;

o the board should meet on a regular basis; and

= all available information in cannection with ifems 1o be discussed at a meeting of the board shaill
be provided to each director prior to that meeting.

The primary respansibilities of the board include:

® the approval of the annual and half-year financial reports;

« the establishment of the long term goals of the company and strategic plans to achieve thosea
goals;

» the review and adoption of annual budgets for the financial performance of the company and
monitaring the results on a quarterly basis;

= ensuring that the company has implementad adequate systems of internal controls together with
appropriate monitoring of compliance activities,

Independent professional advice

With the prior approval of the managing director, sach direclor has the right to sesk independent legal
and other professional advice at the company's expense concerning any aspect of the company's
operations or undertakings in order to fulfil their duties and responsibilities as directors,

Board committees

The board considers that the company is not currently of a size, nor are its affairs of such complaxity
to justify the formation of separate or special committees at this time. The board as a whole is able to
sddress the governance aspects of the full scope of the company's activities and to ensure that if
adheres {o appropriate ethical standards,

Risk management

The board is responsible for the company’s system of internal controls. The board constantly monitors
the operational and financial aspects of the company's aclivities and considers the recommendations
and advice of the auditors and other external advisers on the operalionzl and financial risks that face
the company.

The board ensures that recommendations made by the auditors and other external advisers are
considered and, whera thought necessary, appropriate action is taken to ensure that the company has
an effective internal control environment in place o manage the key risks identified.

In addition, the board investigates ways of enhancing existing risk management sirategies, including

appropriate segregation of duties, as well as the employment and training of suitably qualified and
experienced personnsl.

a0



ALUSTRALIAN PROPERTY SYSTEMS LIMITED AND CONTROLLED ENTITIES

CORPORATE GOVERNANCE STATEMENT

Code of conduct

As parl of lhe board's commitment to the highest standard of conduct, APSL adopled 2 code of
conduct o guide executives, management and employeas in carrying oul their dulies and
responsihiiities. The code of conduct covers such matters as:

Management of conflict of interest;

Feasponsibilities to shareholders;

Compliznce with laws and regulations;

Relations with customers and suppliers,

Ethical responsibilities and responsibilities to the ervironment and the commurity,
Employment practices,

Mon audit services.

The board of directors is satisfied that there was no provision of non-audit services by the auditor
diuring the year.



The sharehelder information st out below was applicable as at 26 September 2008,

(al

{b)
{c)

(d)

AUSTRALIAN PROPERTY SYSTEMS LIMITED

SHAREHOLDER INFORMATION

Distribution of Shareholders

Categary {size of Holding)

Class of equity security

Ordinary Options
shares
1 1.000
1,001 - 5.000 36
5,001 — 10,000 10
10,007 — 100,000 52
100,001 and over 42
140

The number of ordinary shareholdings held in less than marketable parcels is nil,

The names of the substaniial shareholders (including related entities) listed in the company's

register are:

G 5 Jamieson
3 A Thomas

E E Wikie

20 Largest Shareholders — Crdinary Shares {Quoted)

Tamlin Holdings Pty Ltd
Geoffrey Thomas (Geoffrey Thomas Family Account)

Tamlin  Haldings

FPly Ltd
Account)

(Superannuation  Fund
GWPR Financial Services Pty Ltd {Alderley Invesimeants
Account)

Ravenslea Nominees Ply Lid {No 1 Account)

Lateral Solufions {QLD) Ply  Lid
Superannuation Fund)

{SPA Slaff
Helen Jarne Martin & Gregory Alexander Caird (Martin
iZaird Super Fund)

Mr Terry Smith (MLN Account)

Favenslea Mominees Piy Ltd (No 2 Account)

APSLSP Piy Lid

Mumber of Crdinary
Shares Held

21,738,000
10,625,000
3,780,550

Mumber of Ordinary
Fully Paid Shares Held

13,491,600
10,625,000

2,950,000

2,548,500
2,384,000

2,200,000

1,360,000
1,154,300
1,100,000
1,074,000

FPercentage
o
A0

41.78
20.41
7.26

% Held of issued
Ordinary Capital

25.04
20.41

5.67

4.90
4.54

4.23

2671
222
21
206

be



AUSTRALIAN PROPERTY SYSTEMS LIMITED

SHAREHOLDER INFORMATION (CONTINUED)

(f)

Gow  Consulting Pty Lid (Superannuation Fund
Account)

Mebo (Qld) Pty Ltd (Nebo Account
ABICH Pty Lid {GA Caird Family Account)

Arthur Gerbanas

APS Mol Pty Lid
Boda Investments Phy Ltd
Russzell Barker

OEA  Consultancy Pty Ltd  ({Culchulainn  Matural
Superannuation Accounl)

GWR Financial Services Ply Ltd (Alderiey Investments
Account)

EMUSE Investments Ply Lid

Voling Rights

Mumber of Ordinary

Fully Paid Shares Held

1,046,600
835,850
905,000

00,000

718,000
G55, 410

406,125
400,000

400,000
_ 350,000

45,596,885

% Held of issued
Ordinary Capital

87.60%

2.01
1.80

1.75

1.38
1.26
.78

0.77

0.77
0.67

On a show of hands every member present at @ meeting in person or by proxy shall have one
vote and upon a pell each share shall have one vote. Cplions carry no voting rights.

Ungquoted equity securities

Options to take up ordinary shares
- {5 3 Jamieson

-G A Thomas

- GWR Financial Services Pty Ltd
- elMuse Investments Pty Lid

- Craig Ress Family Super Fund

- Auteuil Super Fund

- RJS Superannuation Fund

- Steele Family Super Fund

- The Nesior Super Fund

- Perry Super Fund
- Stitz Medical Super Fund
Total

Mumber an issue

14,045,000
5,000,000
6,000,000
1,350,000

125,000
100,000
100,000
100,000
80,000
50,000
50,000

|_'.._I|_||_..'-_'n-uh-n-'--—'~—'~—'~—l-

27 000,000

Mumber of holders

—
—
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