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Australian Property Systems Limited ABN:  93 096 925 610 and Controlled Entities
Directors’ Report

The directors present their report together with the consolidated financial report for the half-year ended 31 December 2004 and the review report thereon.

Directors

The directors of the Company who held office during or since the end of the half year are:

Name

Period of Directorship
Ross Bernard Noye
Chairman – Non Executive Director
Appointed 29 March 2004





Resigned 14 Dec 2004 

Geoffrey Stuart Jamieson
Managing Director
Appointed 1 June 2001
Brian Bernard Wilkie
Executive Director – Training and Business Development
Appointed 1 June 2001

Arthur Gerbanas
Executive Director – Asset Management
Appointed 1 August 2002




Resigned 25 Aug 2004

Review and results of operations

The Company recorded an operating loss before tax for the half year ended 31 December 2004 of $809,822 after accounting for amortisation of licences of $171,000 (this amortisation commenced on 1 July 2002 and will continue for 20 years in accordance with accounting policies). The written down carrying value of the intellectual property at 31 December 2004 of $2,207,811 will necessitate, on the introduction and adoption of International Accounting Standards a total write off of this carrying value in accordance with those standards. Libertas Securities Limited, a controlled entity, recorded an operating loss before tax of $119,171 resulting in a consolidated loss before tax of $928,993 and a net loss after tax of $928,993.

The Company is now concentrating on licensing its technology to third parties which has resulted in a large reduction in overheads. The transition phase of changing from a Development Manager to a Licensing and Training Manager, has and will continue to result in loss of income for at least the balance of this financial year. 
The current main focus of management is to consolidate on its learning experience associated with delivering past projects and put in place a solid platform to support licensees in delivering projects. An important part of that platform is in the delivery by our licensees of Affordable Housing to Institutions and Super Funds. 
The realisation of income from Licensing has been dramatically affected by an unrealistic number of Audits by Government Departments that has taxed available resources to the limit. To date no action has been taken as a result of the Audits and the Directors are not aware nor have they been advised of any action that may result in a liability to the Company. 
During the financial period the board resolved to accept the right to settle on a contract to purchase a Unit in Mary Street in Brisbane for $387,000. Australian Property Systems No 1 Pty Ltd (a company associated with directors Jamieson and Wilkie) provided an interest free loan to the Company of $132,500 for the equity required for the purchase, and the Company has borrowed $254,500 from Westpac. The Company has the Unit currently listed for sale for $480,000 and can elect to repay the loan to Australian Property Systems No 1 Pty Ltd in shares or cash. The equity when realised will represent a much needed cash injection which will provide the working capital required to pursue licenses.
On the 2nd July 2004 the Directors announced that the Company had entered into a Strategic Alliance with Property Investment Research. The Alliance Agreement signed between APSL and PIR provides for protection of each parties’ intellectual property and gives exclusivity to PIR’s research and rating process of  APSL products in Australia.
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On the 4th November 2004 the Company achieved a major milestone for its system in that for the first time a Release of Covenant was signed by the Local Government Authority on Stage 1 of the Arbour Grove Development.
On the 19th August 2004 the Australian Affordable Housing Association was incorporated as a not for profit organisation with Geoffrey Jamieson (a Director of the Company) as President. The primary focus of the association is in the promotion of affordable housing utilising the APSL System. 

In October 2004 all of the staff of Libertas were transferred to Great Pacific Securities who took over all staff liabilities and agreed to continue to promote the APSL System

In December 2004 the Company voted at a Extra Ordinary Meeting of the shareholders in favour of a resolution to dispose of Libertas. At the date of this report the entity has not been disposed of.
Subsequent Events
Subsequent to 31 December 2004, the economic entity is in the process of promoting its affordable housing platform through licensees and is currently entering into a provisional licence with Napier Blakeley to be the Development Manager on a landowner’s project at Ferry Road West End. The landowner is Australian Affordable Housing Association, a not for profit organisation of which Geoffrey Jamieson (a Director of the Company) is the President.
On the 19th February 2005 the Directors announced that the board had resolved to release 33% of the shares held in voluntary escrow and to make application for the quotation of those shares on the Newcastle Stock Exchange 
The payment by Nu West of $1,000,000 for the second year licence fee was not paid by the due date of 15th March 2005 and as a result the Directors will be issuing a default notice in accordance with the Master licence agreement. 
If Nu West does not pay the Master license fee in accordance with the Master Licence Agreement, the loss of that expected income for the second half will impact on the bottom line and therefore will result in a trading loss for the second half. 
Also, if as a result of the breach by Nu West, APSL terminates the Master Licence agreement with Nu West, the Directors will be required to write back the carrying value of the intellectual property.  

Dated at Brisbane this
day of

2005

Signed in accordance with a resolution of the Directors.

…………………………………

………………………………………….

Geoffrey S Jamieson

Brian Wilkie

Director

Director
Australian Property Systems Limited ABN:  93 096 925 610 and Controlled Entities
Consolidated Statement of financial performance

For the half-year ended 31 December 2004

Note

Economic Entity

31 Dec 2004 
31 Dec 2003

$
$

	Revenue from rendering of services
	
	93,142
	
	3,035,359

	
	
	
	
	

	Other revenues from ordinary activities
	
	164,226
	
	3,291

	
	
	
	
	

	Total revenue from ordinary activities
	
	257,368
	
	3,038,650

	
	
	
	
	

	Expenses from ordinary activities:
	
	
	
	

	
	
	
	
	

	Research and estimating expenses
	
	(0)
	
	(411)

	Project management expenses
	
	(2,028)
	
	(375)

	Systems and titles expenses
	
	(0)
	
	(5,000)

	Sales and marketing expenses
	
	(0)
	
	(74,130)

	Concept and planning expenses
	
	(0)
	
	(20,000)

	Administrative expenses
	
	(701,188)
	
	(1,473,941)

	Borrowing costs
	
	(10,966)
	
	(6,621)

	Licencing expenses
	
	(190,170)
	
	(0)

	Other expenses from ordinary activities
	
	(272,509)
	
	(12,514)

	
	
	
	
	

	Profit/(loss) from ordinary activities before related income tax expenses
	
	(919,493)
	
	1,445,658

	Write off of carrying value of goodwill
	
	(0)
	
	(0)

	Income tax expense relating to ordinary activities
	
	(0)
	
	(56,754)

	
	
	
	
	

	Net profit/(loss)
	4
	(919,493)
	
	(1,388,904)

	
	
	
	
	

	Net profit/(loss) attributable to outside equity interest
	
	(9,500)
	
	7,806

	
	
	
	
	

	Net profit/(loss) attributable to members of the parent entity
	
	(928,993)
	
	1,396,710

	
	
	
	
	

	
	
	
	
	

	Basic (losses)/ earnings per share:
	
	
	
	

	     Ordinary Shares
	
	($0.37)
	
	$0.56

	
	
	
	
	

	Diluted (losses)/earnings per share:
	
	
	
	

	     Ordinary Shares
	
	($0.37)
	
	$0.56


The statement of financial performance is to be read in conjunction with the notes to the half-year financial statements set out on pages 6 to 8.
Australian Property Systems Limited ABN:  93 096 925 610 and Controlled Entities
Statement of Financial Position

as at 31 December 2004

Note

Economic Entity

31 Dec 2004 
30 Jun 2004

$
$

	Current assets
	
	
	
	

	Cash assets
	
	444,336
	
	1,349,477

	Receivables
	
	61,133
	
	407,247

	Other
	
	(0)
	
	13,361

	Total current assets
	
	505,469
	
	1,770,085

	Non-current assets
	
	
	
	

	Receivables and other financial assets
	
	148,601
	
	38,801

	Plant and Equipment
	
	102,200
	
	120,152

	Intangible assets
	
	2,204,145
	
	2,378,999

	Deferred tax assets
	
	(0)
	
	19,515

	Total non-current assets
	
	2,454,946
	
	2,557,467

	Total assets
	
	2,960,415
	
	4,327,552

	Current liabilities
	
	
	
	

	Payables
	
	85,770
	
	573,428

	Current tax liabilities
	
	
	
	92,547

	Provisions
	
	11,788
	
	59,148

	Interest bearing Liabilities
	
	
	
	15,712

	Other
	
	114,715
	
	0

	Total current Liabilities
	
	212,273
	
	740,835

	Non-current liabilities
	
	
	
	

	Interest bearing liabilities
	
	39,115
	
	31,262

	Other
	
	
	
	0

	Total non-current liabilities
	
	39,115
	
	31,262

	Total Liabilities
	
	251,388
	
	772,097

	Net assets
	
	2,709,027
	
	3,555,455

	Equity
	
	
	
	

	Contributed equity
	3
	2,166,060
	
	2,082,740

	Reserves
	
	3,389,475
	
	3,389,475

	(Accumulated losses)/retained profits
	4
	(3,031,132)
	
	(2,102,139)

	Total Parent entity interest
	
	2,524,403
	
	3,370,076

	Outside equity interest
	
	184,624
	
	185,379

	Total Equity
	
	2,709,027
	
	3,555,455


The statement of financial position is to be read in conjunction with the notes to the half-year financial statements set out on pages 6 to 8.

Australian Property Systems Limited ABN:  93 096 925 610 and Controlled Entities
Consolidated Statement of Cash Flows

for the half-year ended 31 December 2004

Note

Consolidated

31 Dec 2004 
31 Dec 2003

$
$

	Cash flows from operating activities
	
	
	
	

	
	
	
	
	

	Cash receipts in the course of operations
	
	93,142
	
	3,545,383

	Cash payments in the course of operations
	
	(925,492)
	
	(1,230,312)

	Interest received
	
	27,154
	
	2,513

	Interest Paid
	
	(5,524)
	
	(6,621)

	
	
	
	
	

	Net cash provided by/(used in) operating activities
	
	(810,720)
	
	2,310,963

	
	
	
	
	

	Cash flows from investing activities
	
	
	
	

	Loans or  Equity provided to other entities
	
	(0)
	
	(0)

	Payments for plant and equipment and investments
	
	(86,320)
	
	(207,955)

	
	
	
	
	

	Net cash used in investing activities
	
	(86,320)
	
	(207,955)

	
	
	
	
	

	Cash flows from financing activities
	
	
	
	

	Proceeds on sale of interest in controlled entity
	
	(0)
	
	(0)

	Proceeds from issue of shares
	
	(0)
	
	220,000

	Finance lease payments
	
	(8,101)
	
	(9,256)

	Loans to related parties
	
	(0)
	
	(1,729)

	
	
	
	
	

	Net cash provided by/(used in) financing activities
	
	(8,101)
	
	209,015

	
	
	
	
	

	Net increase/(decrease) in cash held
	
	(905,141)
	
	2,312,023

	
	
	
	
	

	Cash at the beginning of the financial year
	
	1,349,477
	
	192,774

	
	
	
	
	

	Cash at the end of the financial year
	
	444,336
	
	2,504,797


The statement of cash flows is to be read in conjunction with the notes to the half-year financial statements set out on pages 6 to 8.

Australian Property Systems Limited ABN:  93 096 925 610 and Controlled Entities
Notes to the financial statement

for the half-year ended 31 December 2004
1.
Basis of preparation 
The half-year consolidated financial report is a general purpose financial report which has been prepared in accordance with Accounting Standard AASB 1029 “Interim Financial Reporting”, Urgent Issues Group Consensus Views, other authoritative pronouncements of the Australian Accounting Standards Board and the Corporations Act 2001.  This half-year financial report is to be read in conjunction with the 30 June 2004 Annual Financial Report and any public announcements by Australian Property Systems Limited and its controlled entities during the half-year in accordance with continuous disclosure obligations arising under the Corporations Act 2001.
It has been prepared on the basis of historical costs and except where stated, does not take into account changing money values or fair values of non-current assets.

These accounting policies have been consistently applied by each entity in the economic entity and are consistent with those of the previous reporting period.

The half-year report does not include full note disclosure of the type normally included in an annual financial report.
2.
Segment information
Segment results, assets and liabilities include items directly attributable to a segment as well as those that can be allocated on a reasonable basis.  All items are able to be reasonably allocated to a particular segment, and accordingly there are no unallocated items.

Business segments
The economic entity comprises the following main business segments, based on the economic entity’s management reporting system:

· Property development management – the provision of property development management services, and

· Wealth creation – the provision of wealth creation services.

	Primary reporting
	Property Development
	Wealth Management
	Economic Entity

	
	Management
	
	
	
	

	
	2004
	2003
	2004
	2003
	2004
	2003

	Segment revenue
	101,890
	3,015,974
	16,378
	22,676
	118,268
	3,038,650

	Total Revenue
	
	
	
	
	118,268
	3,038,650

	Segment result
	(809,822)
	1,794,074
	(119,171)
	(348,416)
	(928,993)
	1,445,658

	Profit/(loss) from ordinary activities after income tax
	
	
	
	
	(928,993)
	1,445,658
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Notes to the financial statements
for the half-year ended 31 December 2004




Economic Entity

31 December
30 June


2004 
2004

$
$

3.
Contributed equity
Issued and paid-up capital

	25,014,000 
   ordinary shares, fully paid
	
	2,082,740
	
	2,082,740


Terms and conditions attaching to ordinary shares
Holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share at shareholders’ meetings.

In the event of the winding up of the Company, ordinary shareholders rank after creditors and are fully entitled to any proceeds of liquidation.





Economic Entity

2004 
2003

$
$

4.
(accumulated losses)/retained profits
	(Accumulated losses)/retained profits at 

beginning of year
	
	(2,102,139)
	
	(1,501,752)

	Net profit/(loss) attributable to members of the parent entity
	
	(928,993)
	
	(600,387)

	
	
	
	
	

	(Accumulated losses)/retained profits at end of year
	
	(3,031,132)
	
	(2,102,139)


5.
Dividends
No dividends were paid by the Company during the half-year ended 31 December 2004 (2003: Nil).

6. Contingent liabilities and contingent assets.
No contingent liabilities or contingent assets existed at 31 December 2004.

Australian Property Systems Limited ABN:  93 096 925 610 and Controlled Entities
Notes to the financial statements
for the half-year ended 31 December 2004
7.
Subsequent events
Subsequent to 31 December 2004, the economic entity is in the process of promoting its affordable housing platform through licensees and is currently entering into a provisional licence with Napier Blakeley to be the Development Manager on a landowner’s project at Ferry Road West End. The landowner is Australian Affordable Housing Association, a not for profit organisation of which Geoffrey Jamieson (a Director of the Company) is the President. 
On the 19th February 2005 the Directors announced that the board had resolved to release 33% of the shares held in voluntary escrow and to make application for the quotation of those shares on the Newcastle Stock Exchange.

The payment by Nu West of $1,000,000 for the second year licence fee was not paid by the due date of 15th March 2005 and as a result the Directors will be issuing a default notice in accordance with the Master licence agreement. 
If Nu West does not pay the Master license fee in accordance with the Master Licence Agreement, the loss of that expected income for the second half will impact on the bottom line and therefore will result in an expected trading loss for the second half. 
Also, if as a result of the breach by Nu West, APSL terminates the Master Licence agreement with Nu West, the Directors will be required to write back the carrying value of the intellectual property.  

Australian Property Systems Limited ABN:  93 096 925 610 and Controlled Entities
Directors’ declaration

In the opinion of the Directors of Australian Property Systems Limited (“the Company”);
(a)
the financial statements and notes, set out on pages 3 to 9:

(i) Give a true and fair view of the financial position of the economic entity as at 31 December 2004 and its performance, for the half-year ended on that date; and

(ii) comply with Australian Accounting Standard AASB 1029 “Interim Financial Reporting” and the Corporations Regulations; and

(b)
In the Directors opinion there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due and payable.

Dated at Brisbane this

day of 


2005
Signed in accordance with a resolution of the Directors:

…………………………………

………………………………………….

Geoffrey S Jamieson

Brian Wilkie

Director

Director
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