!’IO mﬂ'es. From the initial

contact with Amcom, our clients soon
discover that our experienced team
pride themselves on the delivery of
superior customer service. Throughout
the connection process, our support
team ensures that our services are
delivered on time and to our customers’
expectations. From then, our staff will
be on hand around-the-clock to be of
assistance should the need arise.

w
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- Wo II'MHS. Utilising our reliable

fibre optic network to deliver speeds

up to 1000Mbps, Amcom’s range of
fully scaleable telecommunications
solutions enable our customers to
experience a service that is truly
unlimited. As such, our clients have

the freedom to reinvent their business
IT strategies to enhance operational
efficiency with real bottom-line benefits.



nNo omMpavison.

As we own and
operate an extensive
state-of-the-art

fibre optic network, .
Amcom is not reliant
on other providers

to deliver our services.
This means that we are able to ensure
all of our products will exceed our

customers’ expectations in reliability,
service and value for money.

[62]
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Dear Fellow Shareholder

This 2004 Annual Report attempts to encapsulate
what was a pivotal year in the development and
growth of Amcom Telecommunications Limited.

For the financial year, your company recorded a
net profit after tax of $1.25 million — Amcom’s
maiden full year ‘bottom line’ profit. Amcom’s
2004 financial year operating profit rose by almost
400% to $1.72 million (FY2003: $0.35 million
before write downs), reflecting both:

> Ongoing organic growth in Amcom’s core
broadband fibre optic access business

> The contribution from Amnet IT, an internet
service provider and systems integration group
acquired in October 2003.

Earnings before interest, tax, depreciation and
amortisation increased by 38% to $5.45 million
(FY2003: $3.95 million). With Amcom’s strong
capital management, gearing remains at a very
low 10%. Net operating cash flow of $3.8 million

an

was up 51% over last year, fully funding our
new customer connection capex and network
maintenance. As at June 30, the company had
over $10.7 million in the bank.

Amcom declared and paid its maiden dividend
of 0.25 cents per share, which will no doubt
be welcomed by all shareholders. We expect
to maintain or improve this dividend in the
years ahead.

A key development during the year was the
entry of Futuris Corporation Limited as a 20%
strategic shareholder in Amcom, followed by
the appointment of Futuris representatives
Mr. Tony Davies and Mr. Chris Ferguson to the
board of directors.

Introducing a strategic shareholder to the register
was a decision that your board considered
extremely carefully. A critical factor was Futuris’s
long track record of picking outstanding
companies in which to invest. To date, Tony

and Chris’ contributions at board level have
borne out that reputation.



Amcom declared and paid its
maiden dividend of 0.25 cents
per share, which will no doubt be
welcomed by all shareholders.
We expect to maintain or improve
this dividend in the years ahead.

Looking forward to 2005 and 2006

Amcom is looking to build on this year’s

strong result with continued growth in its core
broadband access business targeting large
corporate, government and carrier clients and

a full year contribution from its specialist ISP
business, Amnet. In addition, from November
onwards Amcom will be offering full carrier-grade
voice services to all its existing corporate and
government clients.

The company is also expanding its presence

in the Small to Medium Enterprise (SME) market
through its Amnet brand, having commenced a
trial of DSL infrastructure. We will now undertake
a gradual roll-out of voice and DSL businesses

in our home markets of Perth and Adelaide by
capitalising on our existing 750 km of network
reach. This provides Amcom with significant
competitive advantages over its competitors

in the provision of voice and internet services

to the SME market.

Importantly, Amcom will not be a DSL ‘reseller’
of Telstra capacity, but will own its own DSL
network. The rollout of Amcom’s DSL network
will be funded from Amcom’s net operating

cash flow plus a marginal increase in our gearing
from a low 10%.

Amcom will support its SME initiatives with
an awareness campaign that will seek to build
on the company’s existing brand recognition
and reputation in the high-end business and
government sectors.

My thanks once again go to your Managing
Director Mr. Eddy Lee and his team. The level
of effort, dedication and sheer hours that

the Amcom team puts in are the foundations
upon which your company’s success is and will
continue to be built.

| commend Eddy’s Managing Director’s Report
for a more detailed analysis of Amcom’s
operational and financial performance and look
forward to sharing another successful year with
all shareholders.

Yours faithfully

Tony Grist
Chairman
27 September 2004
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Financial Performance

6 _
4
Earnings Before Interest, Tax,
Depreciation and Amortisation
5 | (EBITDA)
=@~ Net Profit (Loss) Before Tax (NPBT)
3
0
-2 |
-4
1. 2003 NPBT of $0.357 million prior to
Balance Sheet adjustments.
Divisional Revenue & Profitability
Broadband Fibre & IT
14 _

> NPBT Results exclude
Corporate Overheads

> |T Revenue in 2004 includes
DSL Revenue of $0.85M

Broadband IT Broadband IT
2003 2004



Financial Results

2003 2004

Revenue 11,209
Earnings Before Interest, Tax, Depreciation and Amortisation (EBITDA) 3,953
Depreciation 2,694
Amortisation 475
Earnings Before Interest and Tax (EBIT) 784
Net Interest 437
Net Profit (Loss) Before Tax 347
Minority Interest 10
Tax Payable -
Net Profit (Loss) After Tax 357
Key Ratios

20,350 82%
5,400 37%
2,910
531

1,959 157%
237

1,722 398%
467

1,255 252%

PAVOK] 2004

Basic Earnings Per Share (cents)! 0.16
Debt to Equity 10.4%
Interest Cover (times) 1.6x
NTA/Share (cents) 14.7

1. 2003 NPAT of $0.357 million prior to Balance Sheet adjustments.

0.43

9.1%

3.9x

16.0

©
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Managinﬁ Director’s Report

The company’s networks are maturing rapidly and this is being reflected in
faster connection provisioning times, increased excellence in customer offerings
and reductions in per customer connection costs.

Review of 2004 and outlook for 2005

The 2004 financial year was successful for

Amcom Telecommunications Limited — corporately,
financially and operationally. The 2005 year will be
another successful one, during which Amcom will
invest for future revenue and profit growth.

Prior to 2004, the telecommunications

sector experienced a severe and prolonged
downturn. This posed obvious challenges for

all telecommunications companies. During this
period, Amcom expended significant time and
resources in positioning the company within
specifically targeted sectors and investing in
infrastructure, business systems and personnel.
These initiatives have allowed the company to
form a solid base from which to grow its business.

The impact of both Amcom’s investment and the
change in market conditions is reflected in your
company’s first full year pre-tax profit of $1.7 million.

Amcom’s acquisition of the Amnet IT business
during the financial year was very important.

The integration of Amnet has been extremely
satisfying for your management team. Since
acquisition, Amnet has been a positive and
substantial contributor to Amcom?’s revenue and
bottom line. The acquisition, when combined with
Amcom’s core broadband infrastructure, significantly
provided a strong foundation from which Amcom
will pursue growth in the DSL sector. This sector is
in my opinion, the most attractive growth area in
telecommunications for the next several years.

As an infrastructure and network owner, Amcom
is in a unique position with an extremely low cost
structure that enables the company to compete
vigorously in its target markets.

To enhance Amcom’s competitive position, during
the next 18 months the company will deploy

DSL equipment to 39 exchange areas. This will
enable Amcom to cost effectively address the
Small to Medium Enterprise (SME) market. As a
comparison, most of Amcom’s competitors in the
market merely resell DSL services that are provided
(for a fee) via infrastructure owned by Telstra.



In addition, Amcom will be expanding its current
product range to include voice calls and telephone
line rental. Amcom has formed a strategic
partnership with a leading provider to offer voice
services in the Perth and Adelaide markets and
will bundle voice with its data services and capture
more of our customers’ telecommunications dollar.

Adding voice products will be the final step

in developing Amcom into a ‘complete’
telecommunications company. Both the DSL and
voice initiatives will require investment in the 2005
financial year. The full operational and financial
benefits will begin to flow in the 2006 financial year.

Financial performance

As you can see from the summary below, in
recent years Amcom has exhibited a trend of
significantly improved revenue, earnings before
interest, tax, depreciation and amortisation
(EBITDA) and net profit before tax (NPBT).

To summarise Amcom’s financial performance for
the 2004 financial year:

> Revenue rose by 82% to $20.35 million
(FY 2003: $11.21 million)

> EBITDA rose by 37% to $5.40 million
(FY 2003: $3.95 million)

> NPBT rose by 391% to $1.72 million
(FY 2003: $0.35 million, before significant items).

Along with a strong financial performance, during
2004 Amcom substantially strengthened its
balance sheet with Futuris Corporation Limited
becoming a strategic shareholder.

Your company is well positioned to drive financial
performance from its operations and is fully
capitalised to fund its next phase of growth.

Operations

Amcom’s core business remains providing fibre

optic broadband services. During the financial year,
Amcom extended its network into satellite business
centres outside the Perth central business district.
Amcom’s fully-owned network now spans more
than 750 kilometres of fibre optics and enters 500
buildings in Perth, Adelaide and Darwin. Amcom
continues to attract new customers to further
improve network utilisation and increase profitability.

As | outlined above, Amcom will leverage

its infrastructure to move into the DSL and
voice markets in order to accelerate customer
acquisition, revenue and profit growth.

A vital part of this expansion plan was the acquisition
of Amnet in October 2003. Amnet provides internet
services and a variety of other IT services to business
and government. Amnet is the provider of internet
services to the Western Australian Government.

Not only does Amnet provide its services profitably,
it provides Amcom with the capacity to move

up the value chain from access-only services to

the provision of highly competitive full service
telecommunications products.

Amcom continues to innovate with the packaging of
new products. Those products are complemented by
the excellent sales and marketing systems that Amcom
has put in place. The combination is an identifiable
and significant value proposition for users.

Amcom’s management team anticipates continuing
the strong performance that we have exhibited in
recent years and rewarding all shareholders with
strong operational and financial performance.

Eddy Lee
Managing Director and Chief Executive Officer
27 September 2004
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Corporate Governance Statement

The Board of Directors

This statement outlines the corporate governance
practices adopted by the directors of Amcom
Telecommunications Limited. The directors are
committed to protecting shareholders’ interests
and keeping investors fully informed about the
performance of the company.

Directors

The directors have undertaken to perform their
duties with honesty, integrity, care and diligence,
according to the law, and in a manner that reflects
good corporate governance.

The primary responsibilities of the board include:

> the establishment of long-term goals for the
company and the development of strategic
plans to achieve those goals;

> evaluation of opportunities for value-
creating growth;

> appointment of the Chief Executive;

> assessment of management performance,
measured against clearly identified objectives;

> preservation of the integrity and credibility of
Amcom Telecommunications Limited’s businesses;

> prudent management of shareholders’ funds;

> approval of short and long term business plans;

> ensuring the composition of the board is
appropriate, selecting directors for appointment to
the board, and reviewing the performance of the
board and the contributions of individual directors;

> review of executive remuneration and
incentive policies;

> ensuring that there are effective safety, health
and environmental procedures in place;

> approval of annual and half-year financial
reports; and

> to ensure that management has in place
appropriate processes to ensure adequate
manning and remuneration levels for
maximising retention of intellectual capital.

The Managing Director/Chief Executive Officer
(CEOQ) is responsible to the board for the day-to-
day management of the company. The relationship
between the board and management is crucial to
the company’s long term success. The separation
of responsibilities between the board and
management is clearly understood and respected.

This statement outlines the principal corporate
governance practices followed by the company.
Composition of the Board

The directors of the company in office at the date
of this statement are:

INET ) First Appointed Non-executive Independent
Mr. A Grist 1997 No No
Mr. E Lee 2000 No No
Mr. C Stein 2000 No No
Mr. A McLean 2000 Yes No
Mr. P Clifton 1999 Yes No
Mr. | Warner 1994 Yes Yes
Mr. R Sayers 2003 Yes No
Mr. A Davies 2003 Yes No
Mr. C Ferguson 2003 Yes No



Mr. McLean is a non-executive director. He does
not meet the criteria for independence included
in the ASX Best Practice Recommendations due to
substantial shareholding in the company and due
to his ongoing assistance and advice provided on
a consulting basis in relation to various projects.

In all other aspects Mr. McLean has no material
business or contractual relationship with the
company, other than as director, and no conflicts
of interest that could interfere with the exercise of
independent judgment.

Mr. Clifton is a non-executive director. He does
not meet the criteria for independence included
in the ASX Best Practice Recommendations due
to his ongoing assistance and advice provided on
a consulting basis in relation to various projects.
In all other aspects Mr. Clifton has no material
business or contractual relationship with the
company, other than as director, and no conflicts
of interest that could interfere with the exercise
of independent judgment.

Mr. Sayers is a non-executive director. He does not
meet the criteria for independence included in the
ASX Best Practice Recommendations due to his role
as Managing Director of Ausdrill Limited which has
a loan agreement in place and provides substantial
services to the company. In all other aspects

Mr. Sayers has no material business or contractual
relationship with the company, other than as
director, and no conflicts of interest that could
interfere with the exercise of independent judgment.

Mr. Davies is a non-executive director. He does not
meet the criteria for independence included in the
ASX Best Practice Recommendations due to his
association with Futuris Corporation Limited which
hold a substantial shareholding in the company.

In all other aspects Mr. Davies has no material
business or contractual relationship with the
company, other than as director, and no conflicts
of interest that could interfere with the exercise of
independent judgment.

Mr. Ferguson is a hon-executive director. He does
not meet the criteria for independence included in
the ASX Best Practice Recommendations due to his
association with Futuris Corporation Limited which
hold a substantial shareholding in the company.

In all other aspects Mr. Ferguson has no material
business or contractual relationship with the
company, other than as director, and no conflicts
of interest that could interfere with the exercise
of independent judgment.

The ASX Best Practice Recommendations suggest

a majority of the board be independent directors,
with the Chairman being independent and also

not holding the role of CEO. However, the board
believes that as currently constituted it has the
range of skills, knowledge and experience necessary
to effectively govern the company. In addition, it
should be noted that the current executive chairman
is a substantial and longstanding shareholder of the
company and, as such, is able to clearly identify with
the interests of shareholders as a whole. The skills,
experience and expertise of directors are set out on
pages 20 to 24 in the Directors’ Report.

The composition of the board is reviewed regularly
and is determined using the following principles:

> the board should comprise directors who have
the requisite skills and expertise, both nationally
and internationally, appropriate to guide the
company’s operations and development;

> adirector (other than the Managing Director)
may not retain office for more than three years
without submitting for re-election; and

> at the Annual General Meeting each year
effectively one third of the directors in office
(other than the Managing Director) retire by
rotation and must seek re-election by the
shareholders.

Shareholders

The shareholders of the company elect directors at
the Annual General Meeting in accordance with
the company’s Constitution. All directors, apart
from the Managing Director, are subject to
re-election by rotation within three years.

The Annual General Meeting is held in Perth,
Western Australia where the company is based.
Shareholders have the opportunity to express their
views, ask questions about company business

and vote on items of business for resolution by
shareholders at the Annual General Meeting.

1%
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Communication with Shareholders
and the Market

Amcom Telecommunications Limited is committed
to complying with the continuous disclosure
obligations of the Corporations Act and the
Australian Stock Exchange Listing Rules.

The company does not currently have written
policies and procedures designed to ensure
compliance with those obligations (as suggested
by the ASX Best Practice Recommendations)

due to only the Executive Chairman, Managing
Director/CEO and Company Secretary being

authorised to respond to investor relation matters.

Other members of the executive management
team must seek approval from the Executive
Chairman or Managing Director/CEO prior to
responding to investor relation matters.

Amcom Telecommunications Limited keeps
shareholders and the market regularly informed
through the annual, and half yearly report.

The company otherwise discloses material
developments to the Australian Stock Exchange
(ASX) and the media as required.

From time to time, briefings are arranged to give
analysts and others who advise shareholders an
understanding of the company activities.

In conducting briefings, the company takes care
to ensure that any price sensitive information
released is made available to all shareholders
(institutional and private) and the market at

the same time. These announcements are
lodged with the ASX and then posted on the
company’s website at www.amcom.com.au.
This information is also released by email to

all persons who have requested their name be
added to the contact database.

The board encourages full participation of
shareholders at the Annual General Meeting
to ensure a high level of accountability and
identification of the company’s strategies and
goals. Important issues are presented to the
shareholders as single resolutions. The board
is responsible to the shareholders and the
shareholders are responsible for voting on the
appointment of directors.

Corporate Reporting

The Executive Chairman and Managing Director/CEO
have made the following certifications to the board:

> that the company’s financial reports are
complete and present a true and fair view,
in all material respects, of the financial
condition and operational results of the
company and consolidated entity and are
in accordance with relevant legislation and
accounting standards; and

> that the above statement is founded on a
sound system of risk management and internal
compliance and control which implements
the policies adopted by the board, and that
the company’s risk management and internal
compliance and controls are operating
efficiently and effectively in all material respects.

Board Committees

To assist in the execution of its responsibilities, the
board has established two committees:

> the audit committee; and
> the remuneration committee.

Both committees are comprised wholly of
non-executive directors and have formal charters



approved by the board. The Company Secretary
provides secretarial services for the audit committee
and the remuneration committee. Regular reports
of each committee’s activities are given to the board
and minutes are circulated to all directors.

Audit Committee

The audit committee during the year consisted of
the following non-executive directors:

> Mr. | Warner (Chairman)

> Mr. P Clifton

The ASX Best Practice Recommendations require
only non-executive directors, at least three
members to be on this committee and that the
majority of those members are independent.
Therefore Mr. A Davies was appointed to the

audit committee on 24 August 2004. Given the
composition of the board, only one member of the
audit committee is an independent director.

Details of the above-mentioned directors’ qualifications
and attendance at audit committee meetings are set
out in the Directors’ Report on pages 20 to 24.

The main responsibilities of the audit committee,
as detailed in its Charter include:

> determine that no management restrictions are
being placed on the external auditors;

> evaluate the adequacy and effectiveness of the
company’s administrative and operating policies
through active communication with operating
management;

> evaluate the adequacy of the company’s
accounting control system by reviewing reports
from the external auditors;

> monitor management’s responses and actions
to correct any noted deficiencies;

> review any regulatory reports submitted to the
company, and management’s responses to them;

> evaluate the company’s exposure to fraud;

> take an active interest in ethical considerations
regarding the company’s policies and practices;

> monitor the standard of corporate conduct,
including such issues as arms-length dealing
and conflict of interest;

> require reports from management, external
auditors on any significant proposed regulatory,
accounting or reporting issue to assess the
potential impact upon the company’s financial
reporting process.

Remuneration Committee

The remuneration committee consists of the
following non-executive directors:

> Mr. P Clifton (Chairman)
> Mr. | Warner

> Mr. A McLean

Details of the above-mentioned directors’
qualifications and attendance at remuneration
committee meetings are set out in the Directors’
Report on pages 20 to 24.

The main responsibilities of the remuneration
committee are as follows:

> develop and implement a policy relating to
remuneration, and other terms and conditions
of service, of executive and non-executive
directors, gain policy approval from the board
and oversee the application of the policy;

> develop and implement a policy relating
to remuneration and other terms and
conditions of service, of staff, and gain policy
approval from the board. The committee’s
primary focus is on the remuneration of
senior executive management, although it
is not limited to this;

> assist the Chairman of the board in the
succession planning aspects of the board
of directors;

> review the way the board and committees
function.

Nomination Committee

The functions to be performed by a nomination
committee as suggested under the ASX Best
Practice Recommendations are currently performed
by the full board. Having regard to the number
and balance of skills, experience and expertise of
directors currently comprising Amcom’s board,

the board will review the delegation of these
responsibilities to a committee.
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External Auditors

The company’s policy is to appoint external
auditors who clearly demonstrate quality and
independence. The audit committee reviews

the performance of the external auditor annually.
Deloitte Touche Tohmatsu, who are the current
external auditors, have a policy of rotating the
audit partner at least every five years.

The external auditor is requested to attend the
Annual General Meeting and be available to
answer shareholder questions about the conduct
of the audit and the preparation and content of
the audit report.

Independent Professional Advice

All directors have the right of access to relevant
company information and the company’s
executives and, subject to prior consultation with
the Chairman, may at the company’s expense
seek independent professional advice regarding
their responsibilities.

Board Process, Performance Review
and Remuneration

Historically, due to its size and composition the
board has undertaken only an informal review of
its performance in meeting its key responsibilities.
The board plans to carry out a formal review of its
performance prior to the end of 2004.

The purpose of the formal review will be

to identify any areas of weakness and
mechanisms for improving the functioning and
performance of the board and its relationship
with management, and to consider progress
made towards attaining specific performance
objectives. The specific evaluation process is
being developed.

Non-executive directors are remunerated
by a fixed director’s fee, as permitted by
the company’s constitution. The Executive
Chairman, Executive Directors and Senior
Executives of the company receive salary,
benefits and incentives as part of their
remuneration package as detailed in the
Directors’ Report. The incentives comprise

short-term cash incentives linked to performance
of both the executive and the company, long-
term option and share incentives. An employee
option plan is in place and was approved by
shareholders at the 2000 Annual General
Meeting of the company.

The board also carries out an annual review

of the performance of key executives.

This is undertaken as part of the salary review
process carried out for all staff, which has
regard to performance, market conditions,
agreed position descriptions and other relevant
factors. Further information on directors’

and executives’ remuneration is set out

in the Directors’ Report and note 4 to the
financial statements.

Internal Controls and
Management of Risk

The operation of internal controls and the
management of risk are important in the creation
and preservation of shareholder value and is a
high priority for the board and management.

The company has a framework in place to
safeguard the company’s assets and interests
and ensure that business risks are identified

and properly managed. This includes procedures
and limits to manage financial risk. To assist

in discharging this responsibility the board

has in place a control framework which

includes the following:

> a comprehensive annual business plan,
approved by the directors, incorporating
financial and non-financial key performance
indicators;

> regular reporting to the board on a number
of key areas including legal matters;

> the adoption of clearly defined guidelines for
operating and capital expenditure, including
annual budgets, detailed review procedures,
and levels of authority;

> the segregation of duties (where possible);
and

> a comprehensive insurance program.



Ethical Standards

The ASX Best Practice Recommendations suggest
the establishment of a code of conduct for
directors, the CEO and other key executives.

At present the company does not have a written
code of conduct due to its size and the system
of internal controls currently in place. However,
the introduction of a code of conduct for
directors, the CEO, management and employees
which establishes procedures and guidelines

to ensure that the highest ethical standards,
corporate behaviour and accountability are
maintained is under consideration.

Notwithstanding this, the company operates in
accordance with its Vision and Mission Statements.

Vision Statement

Vision

Amcom?’s vision is to become the leading
broadband solution provider in Perth, Adelaide
and Darwin through product innovation and
service delivery excellence.

In order to fulfill this Vision, the company
mission will be:

> to maintain a strong customer focus and
employee support, recognising that through
high standards, creativity and commitment,
our company will prosper;

> to achieve and deliver superior returns on
shareholders’ investment through sound
financial management practices and operating
disciplines.

Dealings In Securities

The company has yet to adopt a policy in
relation to dealings in securities of the company
which applies to all directors, executives and
other employees. However, directors are
prohibited from buying or selling Amcom
Telecommunications Limited shares at any time if
they are aware of price sensitive information that
has not been made public. In accordance with
the Corporations Act and the Listing Rules of
the Australian Stock Exchange, directors

must advise the company of any transactions

conducted by them in shares in the company,
which then informs the ASX of the details of
the transaction.

The board of directors consists of an Executive
Chairman, two directors, executives and six
Non-executive directors. Given the current

size of the company a board of nine is considered
an appropriate size and given its composition
most issues can be decided at board level.

Where it is considered appropriate, committees
are appointed.
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The directors of Amcom Telecommunications Limited submit herewith the annual financial report of the
company for the financial year ended 30 June 2004. In order to comply with the provisions of the Corporations
Act 2001, the directors report as follows:

The names and particulars of the directors of the company during and since the end of the financial year are:

Mr. Tony GRIST Executive Chairman

Aged 41, joined the board in 1997. After managing the corporate underwriting
division of a Corporate Member of the Australian Stock Exchange, Mr. Grist formed
a private investment group based in Perth, Western Australia, in 1991. He has
extensive international experience in the management of public companies.

Mr. lan WARNER Non-executive Deputy Chairman

Aged 67, joined the board in 1994. Mr. Warner has practiced as a commercial
lawyer for over 25 years. He is also a director of Australia Post, Cape Bouvard
Investments Pty Ltd and Rivaknar Properties (WA) Pty Ltd (a wholly owned
subsidiary of two public companies).

Mr. Eddy LEE Managing Director and Chief Executive Officer

Aged 50, joined the board in 2000. Mr. Lee began his career with the Sheraton
Corporation in Australia. A former President and CEO of Star Cruises based in
Singapore, Mr. Lee is best-known for successfully introducing, developing and
transforming the cruise industry in Asia into a billion-dollar business. Mr. Lee has
more than 20 year’s international business experience having held CEO positions
with some of the major blue chip companies in Hong Kong, Singapore and
Malaysia including CDL Hotel International (Hong Leong Group), Star Cruises and
Resorts World (Genting Group).

Mr. Clive STEIN Director and Chief Operating Officer

Aged 43, joined the board in 2000. Mr. Stein has over 20 years international
experience in the electronics, computer and communications industries. He
joined Amcom as General Manager in 1999 and was subsequently appointed to
Chief Operating Officer. Mr. Stein’s previous positions included various senior
management roles in leading computer and electronic companies. His career,
which commenced in the electronics industry in South Africa, has also included a
number of engineering positions.




Mr. Andrew McLEAN Non-executive Director

Aged 45, joined the board in 2000. Mr. McLean, who has more than 20 year’s
experience in the telecommunications industry, founded Amcom in 1988.

He has experience in plant construction, maintenance and transmission systems
for New Zealand Telecom and has worked on major projects in New Zealand,
Australia, South America and South East Asia. Mr. McLean also had extensive
involvement in the design and implementation of optical fibre networks and
associated equipment.

Mr. Peter CLIFTON Non-executive Director

Aged 53, joined the board in 1999. A Consultant with particular expertise in
strategic and operational reviews of telecommunications business, Mr. Clifton has
more than 25 year’s experience in the telecommunications industry and extensive

international business experience. This included 10 years establishing and managing

Telstra’s businesses in South East Asia, the Middle East and Europe. Mr. Clifton’s
clients include Asia Infrastructure Fund Advisors Limited, Peregrine, Williams
International, WorldxChange, KPMG and Leighton Visionstream.

Mr. Ronald SAYERS Non-executive Director

Aged 52, joined the board in 2003. He is the Managing Director of Ausdrill

Ltd having founded the company in 1987. Mr. Sayers was formerly the branch
manager of a large mining supply group and has been involved with the mining
industry for over 20 years.

Mr. Chris FERGUSON Non-executive Director

Aged 51, joined the board in 2003. He is the General Manager in Information
Systems of Elders Ltd. Mr. Ferguson is a qualified industrial engineer with extensive
experience in process improvements and productivity methods. With Elders Ltd, he
has had 20 year’s experience at both the operational and information systems level,
in particular with network communications.

Mr. Anthony DAVIES Non-executive Director

Aged 55, joined the board in 2003. He is a Chartered Accountant and has been
an executive of Futuris Corporation Limited since 1989, as the Chief Financial
Officer for 11 years and latterly as Executive Director, Director of Integrated

Tree Cropping Limited and Chairman of Australian Plantation Timber Limited.
Previously he worked in areas of financial and risk management with public
companies in Europe, North America and Australia.

The following directors were appointed during the financial year:

> Mr. R Sayers Appointed 19 August 2003

> Mr. A Davies Appointed 15 October 2003

> Mr. C Ferguson Appointed 28 November 2003
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Divedkore’ Repork

The level of effort, dedication and
sheer hours that the Amcom team
puts in are the foundations upon
which your company’s success

is and will continue to be built.

Principal Activities

The consolidated entity is a telecommunications
company providing broadband and information
technology services. Its principal activity is the
development of high-speed technology links, the
supply of last mile fibre optic network connections
and information technology services in Australia.

Review of Operations

The company has continued to develop its network
infrastructure to deliver high speed bandwidth
capacity in its target geographical regions.
Additional information on the operations of the
company are detailed in the Managing Director’s
and Chairman’s Reports.

Changes in State of Affairs

On 1 October 2003, the company acquired Hailian
International Ltd’s (formerly known as Amnet

Ltd) ISP and IT business for a consideration of
$2,143,000 as detailed in note 30 and 33(b) to the
financial statements.

There were no other significant changes in the
state of affairs of the consolidated entity.

Subsequent Events

There has not been any matter or circumstance,
other than that referred to in the financial
statements or notes thereto, that has arisen since
the end of the financial year, that has significantly
affected, or may significantly affect, the
operations of the consolidated entity, the results
of those operations, or the state of affairs of the
consolidated entity in future financial years.

Future Developments

Disclosure of information regarding likely
developments in the operations of the
consolidated entity in future financial years

and the expected results of those operations is
likely to result in unreasonable prejudice to the
consolidated entity. Accordingly, this information
has not been disclosed in this report.



Dividends

No dividends have been paid or declared since
the start of the financial year.

The directors declared the payment of a
0.25 cents per ordinary share fully franked
final dividend in respect of the financial year
ended 30 June 2004.

The final dividend in respect of ordinary shares

for the year ended 30 June 2004 has not been
recognised in this financial report because the final
dividend was declared in respect of ordinary shares
subsequent to reporting date. In future financial
reports the amount disclosed as ““recognised”

will be the final dividend in respect of the prior
financial year, and the interim dividend in respect
of the current financial year.

Share Options
Share Options Granted to Directors and Executives

During the financial year an aggregate of
8,500,000 share options were granted to the
following directors and executives of the company.

The directors and executives mentioned below
entered into a two year service contract as part of
the conditions required to secure the additional
funds of $5.5 million injected into the company.
The contracts expire in October 2005. Pursuant
to the services contracted, the directors and
executives below will receive shares funded by
a company interest free loan arrangement. All
shares issued are held in escrow until the expiry
of contracts in October 2005. In addition,

the directors and executives mentioned below
were also granted share options exercisable at
20 cents by 31 March 2006. Further details of
the directors/executives share option plan are
disclosed in note 5 to the financial statements.

Directors/Executives

Mr. A Grist 2,500,000
Mr. E Lee 2,500,000
Mr. C Stein 1,500,000
Mr. K Matacz 1,000,000
Mr. J Tan 1,000,000

No. of Options Granted

Employee Share Option Plan

The company has an existing Employee Share
Option Plan. The issue of entitlements is at the
discretion of the board of directors. Directors of the
company cannot be beneficiaries of this scheme
without appropriate regulatory and shareholder
approval. From time to time the board of directors
will allocate options to employees of the company
subject to certain conditions. These terms and
conditions will be decided by the board from time
to time having regard to various factors such as the
current and potential contribution to the company,
period of employees’ service with the company, and
other matters the directors consider in their absolute
discretion. The maximum number of options issued
pursuant to the employee share option plan is 5%
of the issued capital of the company.

During the financial year, the company issued
1,160,000 share options to employees who are not
directors or executives of Amcom Telecommunications
Ltd under the Employee Share Option Plan and the
option is exercisable at $0.172 by 31 March 2006.

Indemnification of Officers and Auditors

During the financial year, the company paid a
premium in respect of a contract insuring the
directors of the company (as named below), the
company secretary, and all executive officers of the
company and of any related body corporate against
a liability incurred as such a director, company
secretary or executive officer to the extent permitted
by the Corporations Act 2001. The contract of
insurance prohibits disclosure of the nature of the
liability and the amount of the premium.

The company has not otherwise, during or since
the financial year, indemnified or agreed to
indemnify an officer or auditor of the company
or of any related body corporate against a liability
incurred as such an officer or auditor.

Issuing Entity No. of Shares

Under Options

Amcom Telecommunications Ltd 2,500,000
Amcom Telecommunications Ltd 2,500,000
Amcom Telecommunications Ltd 1,500,000
Amcom Telecommunications Ltd 1,000,000
Amcom Telecommunications Ltd 1,000,000
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Directors’ Meetings

The following table sets out the number of directors’ meetings (including meetings of committees of
directors) held during the financial year and the number of meetings attended by each director (while
they were a director or committee member). During the financial year, 12 board meetings, 3 remuneration
committee meetings and 6 audit committee meetings were held:

Directors Board of Directors Remuneration Committee Audit Committee
Mr. A Grist 12 12 - - - -
Mr. E Lee 12 11 - - - -
Mr. C Stein 12 12 - - - -
Mr. P Clifton 12 12 3 S 6 6
Mr. | Warner 12 11 3 S 6 6
Mr. A McLean 12 11 3 2 - -
Mr. R Sayers 11 10 ® ® = @
Mr. A Davies 7 6 - - - -
Mr. C Ferguson 7 6 - - - -

Directors’ Shareholdings
Shares Granted to Directors

During the financial year an aggregate of 6,500,000 shares were granted via placement to the following
directors of the company as part of the incentive scheme for key executives:

Directors No. of Shares Granted Issuing Entity

Mr. A Grist 4,000,000 Amcom Telecommunications Ltd
Mr. E Lee 1,500,000 Amcom Telecommunications Ltd
Mr. C Stein 1,000,000 Amcom Telecommunications Ltd

The following table sets out each director’s relevant interest in the share capital of the company as at the
date of this report:

Directors Fully paid Unlisted options Share options Convertible
ordinary shares Notes
0} (i) (iii) (iv)

Mr. A Grist 28,024,139 - 2,500,000 101,000
Mr. E Lee 6,678,307 - 2,500,000 -

Mr. C Stein 1,222,223 - 1,500,000 -

Mr. P Clifton 2,813,555 375,000 - -

Mr. | Warner 2,000,000 - - -

Mr. A McLean 27,000,000 - - -

Mr. R Sayers - - - -

Mr. C Ferguson - - - -
Mr. A Davies - - - -






I opectoro’ Declaratro

The directors declare that:

a)

b)

the attached financial statements and notes
thereto comply with Accounting Standards;

the attached financial statements and notes
thereto give a true and fair view of the financial
position and performance of the company and
the consolidated entity;

in the directors’ opinion, the attached financial
statements and notes thereto are in accordance
with the Corporations Act 2001; and

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.

Signed in accordance with a resolution of the
directors made pursuant to s.295(5) of the
Corporations Act 2001.

On behalf of the directors

Tony Grist

Chairman

Perth, Western Australia
27 September 2004
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Finandals

Statement of Financial Performance for the Financial Year Ended 30 June 2004.

Note Consolidated Company
2004 2003 2004 2003
$’000 $’000 $’000 $000

Revenue from 2(a)(b) 20,350 11,209 164 58
ordinary activities

Expenses

Cost of Sales - goods 2(a) (545) (296) - -

Network expenses - other (1,981) (716) - -

Cost of SMS services (3,978) - - -

Employee benefits expense (5,387) (4,231) (821) (768)

Accommodation expense (424) (279) (48) (35)

Other expenses from (2,403) (1,6712) (620) (374)
ordinary activities

Borrowing costs 2 (c) (446) (499) (229) (203)

Depreciation and 2 (c) (3,441) (3,169) (19) (18)
amortisation expenses

Impairment of 2 (c) (23) (12,772) (90) (11,084)
non-current assets

Profit/(Loss) from ordinary 1,722 (12,424) (1,663) (12,424)
activities before income tax expense

Income tax expense 3 (467) - - -
relating to ordinary activities

Profit/(Loss) from ordinary 1,255 (12,424) (1,663) (12,424)
activities after related income tax expense

Net (loss) attributable - 10 - -
to outside equity interests

Net profit/(loss) attributable 1,255 (12,414) (1,663) (12,424)
to members of the parent entity

Total changes in equity other than those 1,255 (12,414) (1,663) (12,424)
resulting from transactions with owners as owners

Earnings per share

Basic (cents per share) 25 0.428 (5.77) - -

Diluted (cents per share) 25 0.421 (5.77) - -

Notes to the financial statements are included on pages 31 to 67.



Statement of Financial Position for the Financial Year Ended 30 June 2004.

Note Consolidated Company

2004 2003 2004 2003

$000 $000 $000 $’000
Current assets
Cash assets 3(a) 10,730 1,386 7,356 778
Receivables 7 5,286 1,630 129 23
Inventories 8 1,972 1,667 - -
Other 9 984 592 223 252
Total current assets 18,972 5,275 7,708 1,053
Non-current assets
Receivables 11 1,187 250 1,187 250
Other financial assets 10 56 562 45,265 42,716
Property, plant and equipment 12 38,832 34,631 59 75
Intangibles 13 9,254 8,006 - -
Total non-current assets 49,329 43,449 46,511 43,041
Total assets 68,301 48,724 54,219 44,094
Current liabilities
Payables 15 4,551 2,154 225 510
Interest-bearing liabilities 17 931 1,117 4 4
Current tax liabilities 467 - - -
Provisions 18 291 172 - 6
Other 16 2,002 1,580 - -
Total current liabilities 8,242 5,023 229 520
Non-current liabilities
Interest-bearing liabilities 19 4,467 3,106 1,351 3,014
Provisions 20 35 35 - -
Total non-current liabilities 4,502 3,141 1,351 3,014
Total liabilities 12,744 8,164 1,580 3,534
Net assets 55,557 40,560 52,639 40,560
Equity
Contributed equity 23 74,146 60,404 74,146 60,404
Accumulated losses 24 (18,589) (19,844) (21,507) (19,844)
Total equity 55,557 40,560 52,639 40,560

Notes to the financial statements are included on pages 31 to 67.

29

AMCOM ANNUAL REPORT 03/04 -



30

Statement of Cash Flows for the Financial Year Ended 30 June 2004.

Note Consolidated Company
2004 2003 2004 2003
$’000 $’000 $’000 $000
Cash flows from operating activities
Receipts from customers 19,384 11,523 - -
Payments to suppliers and employees (15,167) (8,541) (1,776) (995)
Interest received 208 62 160 58
Interest and other costs of finance paid (585) (499) (308) (203)
Income tax received 6 1 - -
Net cash provided by 33(d) 3,846 2,546 (1,924) (1,140)
(used in) operating activities
Cash flows from investing activities
Payment for property, plant and equipment (6,428) (3,879) - 47)
Payment for acquisition - (466) - (430)
of equity investments
Payment for businesses 33(b) (2,045) - (2,243) -
Payment for acquisition - (422) 4) (422)
of other non-current assets
Amounts advanced to related parties - - (496) (3,108)
Net cash used in (8,473) (4,767) (2,643) (4,007)
investing activities
Cash flows from financing activities
Proceeds from issues of equity securities 11,145 737 11,145 737
Proceeds from borrowings 3,746 3,000 - 3,000
Repayment of borrowings (920) (2,305) - -
Net cash provided by financing activities 13,971 1,432 11,145 3,737
Net increase/(decrease) in cash held 9,344 (789) 6,578 (1,410)
Cash at the beginning of 1,386 2,175 778 2,188
the financial year
Cash at the end of 33(a) 10,730 1,386 7,356 778

the financial year

Notes to the financial statements are included on pages 31 to 67.
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Notes to the Financial Statements for the Financial Year Ended 30 June 2004.

Share-based payment

Share-based compensation forms part of the
remuneration of employees of the consolidated
entity (including executives) as disclosed in

the notes to the financial statements. The
consolidated entity does not recognise an expense
for any share-based compensation granted.
Under A-IFRS, the consolidated entity will be
required to recognise an expense for such share-
based compensation. Share-based compensation
is measured at the fair value of the share options
determined at grant date and recognised over
the expected vesting period of the options.

A reversal of the expense will be permitted to

the extent non-market based vesting conditions
(e.g. service conditions) are not met. The entity
will not retrospectively recognise share-based
payments vested before 1 January 2005 as
permitted under A-IFRS first-time adoption.

The recognition of the expense will decrease the
consolidated entity’s opening retained earnings
on initial adoption of A-IFRS and increase share
capital by the same amount for share-based
payments issued after 7 November 2002 but
not vested before 1 January 2005. Similar impacts
will also occur in future periods, however,
quantification of the impact on equity and

in the income statement of the existing share
options granted as remuneration has not

been completed at the reporting date.

Income tax

The consolidated entity currently recognises
deferred taxes by accounting for the differences
between accounting profits and taxable income,
which give rise to ‘permanent’ and ‘timing’
differences. Under A-IFRS, deferred taxes

are measured by reference to the ‘temporary
differences’ determined as the difference between
the carrying amount and the tax base of assets and
liabilities recognised in the balance sheet.

Because A-IFRS has a wider scope than the
entity’s current accounting policies, it is likely

that the amount of deferred taxes recognised

in the balance sheet will increase. In particular,
significant increases in deferred tax liabilities are
anticipated in relation to deferred taxes associated

with fair value adjustments and intangibles
arising in relation to pre-transition business
combinations, revaluations of land and buildings
and investments in associates.

The consolidated entity also has carried forward
tax losses which have not been recognised as
deferred tax assets as they do not satisfy the
‘virtually certain’ criteria under current Australian
GAAP (refer note 3(b)). Under A-IFRS, it may be
easier to recognise these tax losses as deferred
tax assets as they are recognised based on a
‘probable’ recognition criteria. The impact of this
difference may be to increase deferred tax assets
and opening retained earnings, and result in a
higher level of recognised deferred tax assets

on a go-forward basis.

Adjustments to the recognised amounts of
deferred taxes will also result as a consequence
of adjustments to the carrying amounts of assets
and liabilities resulting from the adoption of
other A-IFRS. The likely impact of these changes
on deferred tax balances has not currently been
determined.

Property, plant and equipment

On transition to A-IFRS, the entity has several
options in the determination of the cost of each
tangible asset, and can also elect to use the cost or
fair value basis for the measurement of each class
of property, plant and equipment after transition.
At the date of this report, the entity has not
decided which options and measurement basis

will be adopted and the likely impacts therefore
cannot be determined.

Impairment of assets

Non-current assets are written down to
recoverable amount when the asset’s carrying
amount exceeds recoverable amount.
Historically, although not mandated, Amcom
Telecommunications Limited has discounted
cash flows in determining the recoverable
amount of its non-current assets.

Under A-IFRS, both current and non-current
assets are tested for impairment. In addition,
A-IFRS has a more prescriptive impairment test,
and requires discounted cash flows to be used



Notes to the Financial Statements for the Financial Year Ended 30 June 2004.

where value in use is used to assess recoverable
amount. Consequently, on adoption of A-IFRS,
a further impairment of certain assets may need
to be recognised, thereby decreasing opening
retained earnings and the carrying amount

of assets - the consolidated entity has not yet
determined the impact, if any, of any further
impairment which may be required. It is not
practicable to determine the impact of the
change in accounting policy for future financial
reports, as any impairment or reversal thereof
will be affected by future conditions.

Financial assets and financial liabilities

Under current Australian GAAP, financial assets
and financial liabilities are recognised at cost, at
fair value, or at net market value. On adoption
of A-IFRS, the consolidated entity will be required
to classify these financial instruments into

various specified categories. The classification

of the instrument will affect the instrument’s
subsequent measurement - at amortised cost
using the effective interest rate method, fair
value with movements recognised through equity
or fair value recognised through the profit and
loss. The consolidated entity is evaluating the
different options available, but has not made any
determination at reporting date of the accounting
to be adopted, and consequently, the impact of
the change on the financial statements cannot
yet be quantified.

Impairment of financial assets

The consolidated entity provides for doubtful
debts using an estimate based on historical
trends. Under A-IFRS, the entity will no longer

be able to provide for doubtful debts on this basis,
as a financial asset or group of financial assets

is impaired only if there is objective evidence

as a result of one or more events that occurred
after the initial recognition of the asset - that is,
an incurred but not yet reported model rather
than an expected loss model must be applied.
Consequently, on adoption of A-IFRS, and on

an ongoing basis, general provisions and expected
loss models may no longer be appropriate,

which may cause the carrying amount of various
financial assets to increase.

Goodwill

As disclosed above, goodwill is currently amortised
over a 20 year period. A-IFRS does not permit
goodwill to be amortised, but instead requires
the carrying amount to be tested for impairment
at least annually. Goodwill currently recognised
in the balance sheet, adjusted if necessary on the
optional restatement of business combinations,
must be allocated to individual cash-generating
units (or groups of cash-generating units) and
tested for impairment at the allocated level.

This change in policy may result in increased
volatility in the profit and loss, where impairment
losses are likely to occur.

Business combinations

Historically, the acquisition of an entity or operation
is accounted for under the purchase method

of accounting by the legal acquirer. Where
consolidated accounts are prepared, the assets and
liabilities purchased are initially recognised at their
fair values in the consolidated accounts.

Under A-IFRS, the purchase method of accounting
must be applied where there is a business
combination, however, not all acquisitions will
qualify as a business combination, and as such
the purchase method of accounting for these
acquisitions will no longer be appropriate. In
addition, the legal acquirer may not be the
‘acquirer’ per A-IFRS, and the consolidated
accounts may consequently reflect the fair values
of the legal acquirer’s assets and liabilities rather
than the fair value of the assets and liabilities of
the entity legally acquired.

Furthermore, there are a number of recognition
and measurement differences that result in
relation to assets and liabilities acquired in a
business combination, particularly in relation

to intangible assets and restructuring provisions.
Acquired contingent liabilities must also be
recognised at their fair values where acquired

in a business combination.

The impact of these changes in accounting policy
on first-time adoption will depend on whether
the consolidated entity will elect to adopt the
exemption available to it to not reopen past
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Notes to the Financial Statements for the Financial Year Ended 30 June 2004.

acquisitions and retrospectively account for them
appropriately. On an ongoing basis, this change
in policy may significantly affect the profit and
loss and balance sheet, as the accounting going
forward significantly differs from the manner in
which such transactions are treated under current
Australian GAAP.

Depreciation

Under current Australian GAAP, the consolidated
entity’s property, plant and equipment is
depreciated to the extent of its depreciable
amount, determined as the difference between
carrying amount and residual value. The residual
amount used in the determination of recoverable
amount is estimated at the date of acquisition
and is not subsequently increased for changes in
prices, except where the asset had been revalued.
Under A-IFRS, the residual amount is reviewed at
each balance date and revised to the current net
amount expected from the disposal of the asset if
it were already at the age and condition expected
at the end of its useful life. Accordingly, changes
to the residual value may introduce additional
volatility in the profit or loss.

Borrowing costs

As disclosed above, the consolidated entity
currently capitalises borrowing costs related to
qualifying assets. Under A-IFRS, the consolidated
entity can continue to capitalise such costs, or
choose to immediately expense all borrowing
costs, even where they relate to qualifying assets.
The consolidated entity has not yet made a
decision as to which accounting policy it will
elect to adopt under A-IFRS. However, the impact
of the consolidated entity changing its policy may
be to cause a write-off of capitalised borrowing
costs on transition (depending on first-time
adoption choices around deemed cost), and

on an ongoing basis, to cause a reduction in
future asset values and immediate expensing

of borrowing costs in net profit.

Employee benefits

Under A-IFRS, the consolidated entity will no
longer be able to recognise provisions for annual
leave on a nominal basis, regardless of when the
leave is expected to be taken, but will instead be
required to discount the portion of annual leave
liabilities expected to be taken more than twelve
months from the reporting date. This change in
accounting policy is likely to reduce the aggregate
provision for annual leave, but is unlikely to
significantly affect the income statement.

Proceeds from sale of assets

The current definition of revenue requires proceeds
on sale of non-current assets to be included as
revenue — this has the effect of ‘grossing up’ the
statement of financial performance. Under A-IFRS,
only the net gain or loss from the sale will be
recognised in profit or loss. Consequently, there
will be no net impact on the income statement.

Correction of errors

An error made in a prior reporting period is
presently corrected in the reporting period in which
the error is discovered by recognising the effect

of the error in the current financial statements.

In future financial periods, any material prior period
errors are to be accounted for retrospectively,

i.e. by adjusting the opening balance of retained
earnings of the comparative period. Accordingly,
the identification of a material prior period error
will no longer give rise to volatility in the current
period income statement.
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2004
$'000

Consolidated
2003
$’000

Company
2004 2003
$’000 $’000

2. Profit from ordinary activities

Profit from ordinary activities before income tax includes the following items of revenue and expense

(@) Gross Profit on Sale of Goods
Sale of goods (i) 608 381 - -
Cost of goods sold (545) (296) - -
63 85 - -

i. Sale of goods represents sales of hardware and software to customers.

(b) Total Other Revenue from Ordinary Activities
Operating Revenue
Sale of bandwidth capacity 13,180 9,578 - -
SMS services 4,161 - - -
DSL services 846 - - -
Rendering of services 1,322 1,098 - =
19,509 10,676 - -
Other income 25 20 4 -
Interest income 208 62 160 58
19,742 10,828 164 58
(c) Expenses
Interest - directors and director related entities - (7) - (7)
Interest - other entities (446) (492) (229) (196)
(446) (499) (229) (203)
Net bad and doubtful debts - 4) - -
arising from other entities
Depreciation of non-current assets
Property, plant and equipment (2,910) (2,694) (19) (18)
Amortisation of non-current assets
Goodwill (531) (475) - -
(3,441) (3,169) (29) (18)
Operating lease rental expenses (517) (309) (48) (36)
(517) (309) (48) (36)
Significant Items
Impairment/reversal of impairment - - (67) 1,688
of non-current assets
Impairment of other non-current (23) (12,747) (23) (12,747)
financial assets
Impairment of other financial assets - (25) - (25)
(23) (12,772) (90) (11,084)
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Notes to the Financial Statements for the Financial Year Ended 30 June 2004.

Consolidated Company
2004 2003 2004 2003
$’000 $’000 $’000 $’000

3. Income tax

(@) The prima facie income tax expense on pre-tax accounting profit reconciles to the income tax

expense in the financial statements as follows:

Profit/(Loss) from ordinary activities 1,722 (12,424) (1,663) (12,424)
Income tax expense calculated at 30% 517 (3,727) (499) (3,727)
Permanent differences
Amortisation of intangible assets 161 142 - -
Depreciation 134 158 - -
Non-deductible expenses 25 14 4 -
Timing differences 7 - 7 -
Current and deferred taxes relating - - 467 -
to transactions, events and balances
of wholly owned subsidiaries in the
tax consolidation group
Net income tax benefit arising under - - (467) -
tax-sharing agreements with subsidiaries
in the tax consolidation group
Losses not brought to account as - 3,413 488 3,727
future income tax benefits (note (b))
Losses previously not brought to account
as future income tax benefits (note (b)) (377) - - -
(50) 3,727 499 3,727
Income tax expense attributable 467 - - -
to operating profit
(b) Future income tax benefits not brought to account as assets at 30%:
Tax losses - revenue 88 413 88 319
Tax losses - capital 3,831 3,831 3,831 3,831
3,919 4,244 3,919 4,150

The taxation benefits of tax losses and timing differences not brought to account will only be obtained if:

a) assessable income is derived of a nature and of amount sufficient to enable the benefit from the

deductions to be realised;

b) conditions for deductibility imposed by the law are complied with; and

c) no changes in tax legislation adversely affect the realisation of the benefit from the deductions.
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3. Income tax (Continued)
Tax consolidation system

Legislation to allow groups, comprising a parent entity and its Australian resident wholly-owned entities, to
elect to consolidate and be treated as a single entity for income tax purposes was substantively enacted on
21 October 2002. This legislation, which includes both mandatory and elective elements,

is applicable to the company.

The directors have elected for those entities within the consolidated entity that are wholly-owned Australian
resident entities to be taxed as a single entity from 1 July 2003. The adoption of the tax consolidation
system has not yet been formally notified to the Australian Taxation Office. The head entity within the tax
consolidated group for the purposes of the tax consolidation system is Amcom Telecommunications Limited.

The directors have resolved that the tax consolidated group will enter into a tax-sharing agreement and a
tax-compensation agreement with the head entity, which will have a retrospective effect to 1 July 2003. It is
anticipated that under the terms of these agreements, Amcom Telecommunications Limited and each of the
entities in the tax consolidated group has agreed to pay a tax equivalent payment to or from the head entity,
based on the net accounting profit or loss of the entity and the current tax rate. Such amounts are reflected
in amounts receivable from or payable to other entities in the tax consolidated group.

4. Directors’ remuneration

The specified directors of Amcom Telecommunications Limited during the year were:

Mr. A Grist (Executive Chairman)

Mr. | Warner (Deputy Chairman, Non-executive)

Mr. E Lee (Managing Director/Chief Executive Officer)
Mr. C Stein (Executive Director/Chief Operating Officer)
Mr. A McLean (Non-executive)

Mr. P Clifton (Non-executive)

Mr. R Sayers (Non-executive)

Mr. A Davies (Non-executive)

Mr. C Ferguson (Non-executive)

The specified executives of Amcom Telecommunications Limited and its consolidated
entities during the year were :

Mr. K Matacz (Company Secretary)

Mr. J Tan (General Manager - Finance)

Mr. K Allen (General Manager - New Technology)
Mr. R Whiting (Group General Manager - Operations)
Mr. M Burke (General Manager - Sales)

The remuneration committee reviews the remuneration packages of all specified directors and specified
executives on an annual basis and makes recommendations to the board. Remuneration packages are
reviewed and determined with due regard to current market rates and are benchmarked against comparable
industry salaries adjusted by a performance factor to reflect changes in the performance of the company.
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Notes to the Financial Statements for the Financial Year Ended 30 June 2004.

4. Directors’ remuneration (Continued)

Director Primary Post Employment Equity Other Benefits
Salary & fees Benefits Superannuation Options  Interest Free Loan Total

0] (ii) (iii)

$ $ $ $
Mr. A Grist 231,680 - - 37,456 82,951 352,087
Mr. E Lee 259,232 27,169 - 37,456 51,057 374,914
Mr. C Stein 184,491 - 16,304 23,474 20,738 245,007
Mr. A McLean 69,000 - - - - 69,000
Mr. P Clifton 52,800 - - - - 52,800
Mr. | Warner 24,000 - - - - 24,000
Mr. R Sayers - - - - - -
Mr. A Davies - - - - - -

Mr. C Ferguson - - - - - -

i. Director’s remuneration includes consultancy fees.

ii. During the financial year, an aggregate of 6,500,000 share options were granted to executive directors
pursuant to service contract entitlements as disclosed above. The values of the share options disclosed
above are based on the Black Scholes valuation method.

ii. These represent the notional interest foregone by the company using interest rate of 8% and the
difference between the issue and market price of the shares at date of issue.

iv. The aggregate value of the options issued to directors is $166,949 of which $98,386 is
recognised this year
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4. Directors’ remuneration (Continued)

Executive Primary Post Employment Equity Other Benefits
Salary & fees Benefits Superannuation Options  Interest Free Loan Total
0} ()]
$ $ $ $ $

Mr. K Matacz 179,868 - 15,730 13,842 12,964 222,404
Mr. J Tan 157,731 - 14,016 13,842 12,964 198,553
Mr. K Allen 136,482 - 2,739 - - 139,221
Mr. R Whiting (iii) 120,769 - 10,869 - - 131,639
Mr. M Burke (iii) 73,430 - 6,609 - - 80,039

i. During the year, an aggregate of 2,000,000 share options were granted to two executives pursuant
to service contract entitlement as disclosed above. The values of the share options disclosed above
are based on the Black Scholes valuation method.

ii. These represent the notional interest foregone by the company using interest rate of 8% and the
difference between the issue and market price of the shares at date of issue.

iii. Appointed in October 2003 upon acquisition of Hailian International Ltd’s (formerly known as Amnet Ltd)
ISP and IT business.

iv. The aggregate value of the options issued to two executives is $36,913 of which $27,684 is
recognised this year.

Contracts for services

The following directors and executives entered into a two year service contract as part of the conditions
required to secure the additional funds of $5.5 million injected into the company. The contracts expire in
October 2005. Pursuant to the services contracted, the following directors and executives will receive shares
funded by a company interest free loan arrangement. All shares issued are in escrow until the expiry of the
contracts in October 2005. In addition, the following directors and executives are also granted share options
exercisable at 20 cents by 31 March 2006. Detail of the shares options issued are disclosed above.

a) Mr. A Grist

b) Mr. E Lee

¢) Mr. C Stein

d) Mr. K Matacz

e) Mr.J Tan

Mr. R Whiting entered into a two year service contract expiring in October 2005 upon the acquisition of
Hailian International Ltd’s (formerly known as Amnet Ltd) ISP and IT business. An agreed remuneration was

included in the service agreement and with a one month termination notice period. No liability exists after
the notice period.

Mr. K Allen has a service contract for a period of 12 months expiring October 2004.

Mr. M Burke has an employment contract with a one month termination notice period.
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Notes to the Financial Statements for the Financial Year Ended 30 June 2004.

5. Share Option Plan

The company has an existing Employee Share Option Plan. The issue of entitlements is at the discretion of
the board of directors. Directors of the company cannot be beneficiaries of this scheme without appropriate
regulatory and shareholder approval. From time to time the board of directors will allocate options to
employees of the company subject to certain conditions. These terms and conditions will be decided by the
board from time to time having regard to various factors such as the current and potential contribution to the
company, period of employees’ service with the company, and other matters the directors consider in their
absolute discretion. The maximum number of options issued pursuant to the employee share option plan is
5% of the issued capital of the company.

During the year, the company issued 1,160,000 share options to employees who are not directors or
executives of the company under the Employee Share Option Plan. The option is exercisable at $0.172 by
31 March 2006. Further details of the share option plan are set out overleaf:

Company
2004 2003
No. (‘000) No. (‘000)

Movements in the number of share options held by directors are as followvs:

Balance at 1 July 2003 (j) 375 1,375
Granted during the year (ii) 6,500 =
Lapsed during the year (iii) - (1,000)
Balance at 30 June 2004 (v) 6,875 375

Directors share options carry no rights to dividends and no voting rights.

Movements in the number of share options held by executives are as follows:

Balance at 1 July 2003 (i) 265 265
Granted during the year (ii) 2,000 -
Lapsed during the year (jii) (75) -
Balance at 30 June 2004 (v) 2,190 265

Executives share options carry no rights to dividends and no voting rights.

Movements in the number of share options held by employees are as follows:

Balance at 1 July 2003 (i) 3,138 3,138
Granted during the year (ii) 1,160 -
Lapsed during the year (iii) (503) -
Cancelled during the year (iv) (1,768) -
Balance at 30 June 2004 (v) 2,027 3,138

Employees share options carry no rights to dividends and no voting rights.
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5. Share Option Plan (Continued)
i. Balance at Beginning of Financial Year

2003 Grant Date Expiry/ Exercise Price

Exercise Date
Options - Series No. (‘000) $

(2) Issued 26/10/99 375 26/10/99 31/12/04 0.80
Total 375

(3) Issued 12/1/00 75 12/01/00 31/12/03 0.30
(3) Issued 12/1/00 75 12/01/00 31/12/04 0.30
(4) Issued 31/3/02 57 31/03/02 31/03/05 0.30
(4) Issued 31/3/02 58 31/03/02 31/03/06 0.30
Total 265

(3) Issued 12/1/00 912 12/01/00 31/12/03 0.30
(3) Issued 12/1/00 912 12/01/00 31/12/04 0.30
(4) Issued 31/3/02 657 31/03/02 31/03/05 0.30
(4) Issued 31/3/02 657 31/03/02 31/03/06 0.30
Total 3,138

ii. Granted During the Financial Year

2004 Grant Date Expiry/ Exercise Price  Fair Value

Exercise Date Received
Options - Series No. (‘000) $ $

(6) lssued 3/12/03 6,500 3/12/03 31/3/06 0.20 -
Total 6,500
(5) Issued 6/10/03 2,000 6/10/03 31/3/06 0.20 -
Total 2,000
(5) Issued 6/10/03 1,160 6/10/03 31/3/06 0.172 -
Total 1,160

Director, executive and employee share plans are exercisable wholly or in part any time during the
period commencing 365 days from day of issue and ending on 31 March 2006.
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Notes to the Financial Statements for the Financial Year Ended 30 June 2004.

5. Share Option Plan (Continued)
iii. Lapsed During the Financial Year

The following equity-based instruments issued to the following have lapsed during the reporting period:

Options - Series 2004 2003
No. (‘000) No. (‘000)

Directors

(1) Issued 28/4/00 - 1,000

Total - 1,000

Executives

(3) Issued 12/1/00 75 -

Total 75 -

Employees

(3) Issued 12/1/00 503 -

Total 503 -

The above options series are option to purchase ordinary shares for 30 cents per share.

iv. Cancelled During the Financial Year

The following equity-based instruments issued to the following have cancelled during the reporting period:

Options - Series 2004 2003
No. (‘000) No. (‘000)

Employees

(3) Issued 12/1/00 820 -

(4) Issued 31/3/02 948 -

Total 1,768 -

The above options series are option to purchase ordinary shares for 30 cents per share.
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5. Share Option Plan (Continued)
v. Balance at End of Financial Year

Grant Date Unvested Vested Expiry/ Exercise

($°000) ($7000) Exercise Date Price $

Options - Series

(2) Issued 26/10/99 375 26/10/99 = 375 31/12/04 0.80
(6) Issued 3/12/03 6,500 3/12/03 6,500 = 31/3/06 0.20
Total 6,875 6,500 375

(3) Issued 12/1/00 75 12/01/00 = 75 31/12/04 0.30
(4) Issued 31/3/02 57 31/3/02 57 = 31/3/05 0.30
(4) Issued 31/3/02 58 31/3/02 58 = 31/3/06 0.30
(5) Issued 6/10/03 2,000 6/10/03 2,000 = 31/3/06 0.20
Total 2,190 2,115 75

(3) Issued 12/1/00 501 12/01/00 = 501 31/12/04 0.30
(4) Issued 31/3/02 183 31/3/02 183 = 31/3/05 0.30
(4) Issued 31/3/02 183 31/3/02 183 = 31/3/06 0.30
(5) Issued 6/10/03 1,160 6/10/03 1,160 = 31/3/06 0.172
Total 2,027 1,526 501

Director, executive and employee share plans are exercisable wholly or in part any time during the period
commencing 365 days from day of issue and ending on the above respective expiry date.

[\[o} Grant Date Unvested Vested Expiry/ Exercise
($°000) ($°000) Exercise Date Price $

(1) Issued 26/10/99 375 26/10/99 875 - 31/12/04 0.80
Total 375 375 -

(3) Issued 12/1/00 75 12/1/00 - 75 31/12/03 0.30
(3) Issued 12/1/00 75 12/1/00 75 - 31/12/04 0.30
(4) Issued 31/3/02 57 31/3/02 57 - 31/3/05 0.30
(4) Issued 31/3/02 58 31/3/02 58 - 31/3/06 0.20
Total 265 190 75

(3) Issued 12/1/00 912 12/1/00 - 912 31/12/03 0.30
(3) Issued 12/1/00 912 12/1/00 912 - 31/12/04 0.30
(4) Issued 31/3/02 657 31/3/02 657 - 31/3/05 0.30
(4) lssued 31/3/02 657 31/3/02 657 - 31/3/06 0.30
Total 3,138 2,226 912

Director, executive and employee share options carry no rights to dividends and no voting rights.

In accordance with the terms of the director, executive, employee share option plan, options may be
exercised at any time from the date on which they vest to the date of expiry.
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Consolidated Company
2004 2003 2004 2003
$ $ $ $
6. Remuneration of Auditors
(@) Auditor of the Parent Entity
Auditing the financial report 55,065 49,025 55,065 49,025
Other services 33,100 2,500 33,100 2,500
88,165 51,525 88,165 51,525
Consolidated Company
2004 2003 2004 2003
$’000 $’000 $’000 $’000
7. Current Receivables
Trade receivables 5,161 1,607 - -
Less: Allowance for doubtful debts 4) 4) - -
5,157 1,603 - -
Goods and services GST tax recoverable 129 27 129 23
5,286 1,630 129 23
8. Current Inventories
Finished goods - at cost 1,972 1,667 - -
1,972 1,667 - -
9. Other Current Assets
Prepayments 437 170 4 g
Deposits 20 20 - -
Borrowing costs 244 224 209 224
Other 283 178 10 25
984 592 223 252
10. Other Non-current Financial Assets
At cost
Shares in controlled entities - - 32,142 29,512
Loans advanced to entities in wholly-owned group - - 13,036 12,611
At recoverable amount
Shares in controlled entities - - 31 31
Shares in other entities 56 562 56 562
56 562 45,265 42,716

In determining recoverable amount the expected future cashflows associated with the investment, based on
the projected dividend stream and value at expected sale date, have been discounted to their net present

value using a discount rate of 10%.
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Consolidated Company
2004 2003 2004 2003
$000 $000 $000 $’000
11. Non-current Receivables
Loans to directors/executives 1,187 250 1,187 250
1,187 250 1,187 250

These represent interest free loan funded by the company for the purchase of shares pursuant to the service
contracts as disclosed above. In the event either party terminates the agreements within the escrow period,
the shares will be immediately cancelled and the loans extinguished.

12. Property, Plant and Equipment

Consolidated

Network Leasehold Plant & Furniture Motor
Infrastructure Improvements Equipment & Fittings Vehicles
at cost at cost at cost atcost  atcost TOTAL
$'000 $'000 $000 $'000 $000 $’000
Gross Carrying Amount
Balance at 30 June 2003 39,745 206 906 965 168 41,989
Additions 5,370 9 191 606 81 6,257
Acquisitions of business - 635 9 210 - 854
Disposals - - - - (47) (47)
Balance at 30 June 2004 45,115 850 1,106 1,781 202 49,053
Accumulated Depreciation
Balance at 30 June 2003 6,365 70 340 485 98 7,358
Depreciation expense 2,396 100 144 236 34 2,910
Disposals - - - - (47) 47)
Balance at 30 June 2004 8,761 170 484 721 85 10,221
Net Book Value
As at 30 June 2003 33,380 135 566 480 70 34,631
As at 30 June 2004 36,354 679 622 1,060 117 38,832
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Notes to the Financial Statements for the Financial Year Ended 30 June 2004.

12. Property, Plant and Equipment (Continued)

Company
Leasehold Plant & Furniture TOTAL
Improvements  Equipment & Fittings
at cost at cost at cost
$000 $’000 $'000 $’000
Gross Carrying Amount
Balance at 30 June 2003 2 29 100 131
Additions - - 3 3
Balance at 30 June 2004 2 29 103 134
Accumulated Depreciation
Balance at 30 June 2003 2 4 50 56
Depreciation expense - 3 16 19
Balance at 30 June 2004 2 7 66 75
Net Book Value
As at 30 June 2003 - 25 50 75
As at 30 June 2004 - 22 37 59

i. The aggregate depreciation allocated during the year is recognised as an expenses and disclosed in

note 2 to the financial statement.

ii. Assets under finance lease included in the assets of the Consolidated Entity as at 30 June 2004 -
Microwave and Other Equipment with a Net Book Value of : $312,662 (2003: $326,988).

Consolidated Company
2004 2003 2004 2003
$’000 $’000 $’000 $000
13. Intangibles
Goodwill - at cost 11,291 9,512 - -
Accumulated amortisation (2,037) (1,506) - -
9,254 8,006 - -

The aggregate amortisation allocated during the year is recognised as an expense and disclosed in note 2
to the financial statements. In determining recoverable amount the expected future cashflows associated
with the business based on current and future forecasts have been discounted to their net present value

using a discount rate of 10%.

14. Assets Pledged as Security

In accordance with the security arrangements of liabilities, as disclosed in notes 17 and 19 to

the financial statements, effectively all non-current assets of the consolidated entity, except goodwill,

have been pledged as security.

The economic entity does not hold title to the equipment under finance lease pledged as security.
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Consolidated Company
2004 2003 2004 2003
$’000 $’000 $’000 $’000
15. Current Payables
Trade payables 2,431 1,194 186 208
Accrued expenses 729 570 38 274
Sundry creditors 1,049 49 - 2
Other 342 341 1 26
4,551 2,154 225 510
16. Others
Billing in advance 2,002 1,580 - =
2,002 1,580 - -
17. Current Interest-Bearing Liabilities
Secured
Loans - Ausdrill Limited (i) 799 - - -
Bank loans - Bankwest - 920 - =
Finance lease liabilities (note 28) (ii) 132 197 4 4
931 1,117 4 4
i. Secured by a fixed and floating registered debenture mortgage over the assets and undertaking
of the operating subsidiaries.
ii. Secured by assets leased and the current market value of which exceeds the value of the
finance lease liability (note 12).
18. Current Provisions
Employee entitlements (note 21) 201 172 - 6
291 172 - 6
19. Non-current Interest-Bearing Liabilities
Loans - Ausdrill Limited (i) 2,950 - - -
Convertible notes - Director related entities (iii) 121 121 121 121
Convertible notes - others (iii) 1,218 2,879 1,220 2,879
Finance lease liabilities (note 28) (ii) 178 106 10 14
4,467 3,106 1,351 3,014

i. Secured by a fixed and floating registered debenture mortgage over the assets and undertaking of the

operating subsidiaries.

ii. Secured by the assets and the current market value of which exceeds the value of the finance lease

liability (note 12).
iil.

On the 28th October 2002, the company issued 2,500,000 notes at a face value of $1.20 per

note, bearing interest of 10% per annum. Subsequent to the rights entitlement issue approved by
shareholders in November 2003, each note is convertible into 12.2825 fully paid ordinary shares and

matures on the 28th October 2007.
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Consolidated Company
2004 2003 2004 2003
$°000 $°000 $°000 $°000
20. Non-current Provisions
Employee benefits (note 21) 35 35 - -
35 35 - -

21. Employee Benefits

The aggregate employee benefits liability recognised and included in the financial statements is as follows:

Provision for employee benefits

Current (note 18) 291 172 - 6
Non-current (note 20) 35 35 - -
Accrued wages and salaries (i) 288 210 - -
614 417 - 6
i. Accrued wages and salaries are included in the current trade payables balance as disclosed in note
15 to the financial statements.
2004 2003 2004 2003
No. No. No. No.
Number of employees at the end of financial year 79 54 - -
Consolidated Company
2004 2003 2004 2003
$’000 $’000 $’000 $’000

22. Capitalised borrowing costs
Borrowing costs capitalised during the financial year ~ 91 -

Weighted average capitalisation 12% -
rate on funds borrowed generally

Investment revenue earned on funds borrowed - -
specifically and deducted from borrowing costs

incurred in determining the amount of borrowing

costs to be capitalised
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Consolidated Company
2004 2003 2004 2003
$'000 $'000 $'000 $'000
23. Contributed Equity
Contributed Equity
363,914,185 fully paid ordinary shares 60,404 74,236 60,404 74,236
(2003: 221,348,368)
Reduction of share capital (ii) - (14,804) - (14,804)
Issue to directors/executives ( note 4 ) 936 - 936 -
Conversion of Convertible notes 1,660 - 1,660 -
Placement of shares (net of cost $269,000) 5,231 972 5,231 972
Rights issue (net of cost $392,000) (i) 5,915 - 5,915 -
74,146 60,404 74,146 60,404

i. The company announced an entitlement rights issue of 63,077,416 shares, on a 2 for 9 basis at 10

cents, to shareholders in November 2003.

ii. The shareholders had approved to reduce its issued share capital by cancelling paid up share capital to
the extent of 7 cents per share with the reduction applied against and in elimination of the company’s

accumulated losses in previous year.

Fully Paid Ordinary Share Capital

Balance at beginning of financial year 221,348 211,496 221,348 211,496

Issue to executives/executives 7,500 - 7,500 -
pursuant to service contracts

Conversion of Convertible notes 16,988 - 16,988 -

Placement of shares 55,000 - 55,000 -

Rights issue 63,078 9,852 63,078 9,852

Balance at end of financial year 363,914 221,348 363,914 221,348

Fully paid ordinary shares carry one vote per share and carry the right to dividends.

24. Accumulated Losses

Balance at beginning of financial year (19,844) (22,214) (19,844) (22,224)

Reduction of share capital - 14,804 - 14,804

Transfer of minority interests upon acquisition - (20) - -

Net profit/(loss) after tax attributable 1,255 (12,414) (1,663) (12,424)
to members of the parent entity

Balance at end of financial year (18,589) (19,844) (21,507) (19,844)
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Consolidated
2004 2003
Cents per share Cents per share

25. Earnings Per Share

Basic earnings per share 0.428 (5.77)
Diluted earnings per share 0.421 (5.77)

Basic earnings per share
The earnings in the calculation of basic earnings per share are:

2004 2003

$000 $000

Earning (a) 1,255 (12,414)
2004 2003

No. ('000) No. ('000)

Weighted average number of ordinary shares (b) 293,180 215,019

(@ Earning used in the calculation of basic earnings per share reconciles to net profit in the statement of
financial performance as follows:

2004 2003
$°000 $'000
Net Profit/(Loss) 1,255 (12,414)
Earning used in the calculation of basic EPS 1,255 (12,414)

(b) The converting options and convertible notes are considered to be potential ordinary shares and
are therefore excluded from the weighted average number of ordinary shares used in the calculation
of basic earning per share, where dilutive, potential ordinary shares are included in the calculation
of diluted earning per share (refer below).

Diluted earnings per share

The earnings and weighted average number of ordinary and potential ordinary shares used in the calculation
of diluted earnings per share are as follows:

Earnings (a) 1,255 (12,414)
2004 2003

No. ("000) No. ("000)

The weighted average number of ordinary 298,390 215,019

shares and potential ordinary shares (b) (c)
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25. Earnings Per Share (Continued)

(@) Earnings used in the calculation of diluted earnings per share reconciles to net profit in the
statement of financial performance as follows:

Consolidated

2004 2003
$'000 $'000
Net Profit/(Loss) 1,255 (12,414)
Earning used in the calculation of basic EPS 1,255 (12,414)

(b) Weighted average number of ordinary shares and potential ordinary shares used in the calculation
of diluted earnings per share reconciles to the weighted average number of ordinary shares used in
the calculation of basic earnings per share as follows:

2004 2003

No. ('000) No. ('000)

Convertible notes 4,783 -
Unlisted options 427 -
5,210 -

(c) The following potential ordinary shares are not dilutive and are therefore excluded from the weighted
average number of ordinary shares and potential ordinary shares used in the calculation of diluted
earnings per share:

Directors options 375 375
Employee options 11,295 3,404
Convertible notes - 25,000
Listed options - 93,971
Unlisted options 5,000 -

16,670 122,750
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2004

Cents per Total
share $'000

2003
Cents per Total
share $’000

26. Dividends
Unrecognised amounts

Fully paid ordinary shares
Final dividend
Fully franked to 30% 0.25

The final dividend in respect of ordinary shares for the year ended 30 June 2004 has not been recognised
in this financial report because the final dividend was declared in respect of ordinary shares subsequent to
reporting date, in future financial reports the amount disclosed as “recognised’ will be the final dividend in
respect of the prior financial year, and the interim dividend in respect of the current financial year.

Company
2004 2003

$'000 $°000

Adjusted franking account balance (tax paid basis)

467 -

Consolidated

2004 2003
$°000 $°000

Company
2004 2003

$°000 $°000

27. Contingent Liabilities

i.  Bankwest provided a contingent
facility to provide bank guarantees on
behalf of the Group. -

ii. The company guaranteed the
loans for Bankwest to its operating
subsidiary, Amcom Pty Ltd. -

ii. The company continues to defend an
action for rectification, damages and other
relief by the former owners of Rescue
Technology Group Pty Ltd, Harvey and ors.
The claim for damages is in the region of $1.5m.
The company has brought a counter claim
against Harvey and ors for an unspecified
amount. In the event that the litigated matters
proceed to trial, the company believes that
based on the evidence presently available,

no material liability will arise from the claims. 1,526 1,526

= 196

= 920

1,526 1,526




Notes to the Financial Statements for the Financial Year Ended 30 June 2004.

28. Leases
Finance leases
i. Leasing arrangements

Finance leases relate to motor vehicles and equipment with lease terms of between 1 to 5 years. The
consolidated entity has options to purchase the equipment for a nominal amount at the conclusion of

the lease agreements.

Minimum future
lease payments

Present value of minimum
future lease payments

Consolidated Company Consolidated Company
2004 2003 2004 2003 2004 2003 2004 2003
$000 $000 $000 $000 $000 $000 $000 $000
Finance lease liabilities
No later than 1 year 154 209 5 14 132 197 4 4
Later than 1 year and
not later than 5 years 199 121 12 7 178 106 10 14
Later than five years - - - - - - - -
Minimum lease
payments 353 330 17 21 310 303 14 18
Less future finance
charges (43) (27) (3) (3) - - - -
Present value
of minimum
lease payments 310 303 14 18 310 303 14 18
Included in the financial statements as:
Current interest-bearing
liabilities (Note 17) 132 197 4 4
Non-current interest-bearing
liabilities (note 19) 178 106 10 14
310 303 14 18

ii. Operating arrangements

Operating leases relate to office premises and telecommunications access to buildings with lease
terms of between 3 to 10 years. The majority of the operating leases contain market review clauses
in the event that the economic entity exercises its options to renew. The economic entity does not
have an option to purchase the leased assets at the expiry of the leased period.

57

AMCOM ANNUAL REPORT 03/04 -



58

Notes to the Financial Statements for the Financial Year Ended 30 June 2004.

28. Leases (Continued)

Consolidated Company
2004 2003 2004 2003
$’000 $’000 $’000 $’000
Operating Leases
Non-cancellable operating leases
Not longer than 1 year 690 879 - -
Longer than 1 year and not longer than 5 years 1,635 428 - -
Longer than 5 years 241 - - -
2,566 1,307 - -
29. Controlled Entities
Country Ownership Interest
of Incorporation 2004 2003
Name of Entity % %
Parent Entity
Amcom Telecommunications Limited (i) Australia
Controlled Entities
Amcom Pty Ltd (ii) Australia 100 100
Rescue Technology Group Pty Ltd (ii) Australia 100 100
Future Proof Technologies (WA) Pty Ltd (iii) Australia 100 100
Amnet Internet Services Pty Ltd (ii) Australia 100 -
Amnet IT Services Pty Ltd (ii) Australia 100 -
Amnet IX Pty Ltd (ii) Australia 100 45
Ezesoftwrite Ltd (ii) Australia 100 -

All controlled entities are small proprietary companies and, in accordance with the Corporations Act 2001,

are relieved from the requirements to prepare, audit and lodge a financial report.

i. Amcom Telecommunications Limited is the head entity within the tax consolidated group

ii. These companies are members of the tax consolidated group

ii. This company does not trade but holds 50% of the issued capital of Amcom Pty Ltd. The other 50% is

held by the Parent Entity.
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30. Acquisition of businesses

Names of businesses acquired Proportion of shares acquired Cost of acquisition
% $’000

Amnet Internet Services Pty Ltd 100

Amnet IT Services Pty Ltd 100

Amnet IX Pty Ltd 55 LAY

Ezesoftwrite Ltd 100

These entities were acquired on 1 October 2003. Their principal activities include the provision of information
technology and ISP services. Further details of the acquisition of business are disclosed in note 33(b) to the
financial statements.

31. Segment Information

External sales Inter-segment (i) Total

2004 2003 2004 2003 2004 2003
Segment revenues $'000 $'000 $'000 $'000 $'000 $'000
Broadband 14,026 9,993 1,345 257 15,371 10,250
Information Technology 6,090 1,063 - - 6,090 1,063
Total of all segments 21,461 11,314
Unallocated (interest and others) 234 153
Eliminations (1,345) (257)
Consolidated 20,350 11,209

(i) Inter-segment sales are recorded at amounts equal to competitive market prices charged to external
customers for similar goods.

2004 2003
Segment results $’000 $’000
Broadband 3,104 2,050
Information Technology 384 (69)
Total of all segments 3,488 1,981
Unallocated ( substantially corporate overheads) (1,766) (14,405)
Profit from ordinary activities before income tax expense 1,722 (12,424)
Income tax expense relating to ordinary activities (467) -
Profit from ordinary activities after related income tax expense 1,255 (12,424)
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31. Segment Information (Continued)

Assets Liabilities
2004 2003 2004 2003
Segment assets and liabilities $’000 $’000 $’000 $’000
Broadband 52,370 38,137 20,396 17,188
Information Technology 7,690 620 4,678 922
Total of all segments 60,060 38,757 25,074 18,110
Eliminations (advances) (212) - (15,837) (13,502)
Unallocated 8,453 9,967 3,507 3,556
Consolidated 68,301 48,724 12,744 8,164

Broadband Information Total

Technology

2004 2003 2004 2003 2004 2003
Other segment information $'000 $'000 $'000 $'000 $'000 $'000
Acquisition of segment assets 5,993 2,678 2,893 177 8,886 2,855
Depreciation and amortisation 3,316 2,619 107 56 3,423 2,675

Products and services within each business segment

For management purposes, the consolidated entity is organised into two major operating entities -
Broadband and Information Technology. These segments are the basis on which the consolidated
entity reports its primary segment information. The principal products and services of each of these
divisions are as follows:

> Broadband
Development of high speed technology links and the supply of last mile fibre optic network connections

> |nformation Technology
Data centre management, SMS and managed IT services

The consolidated entity operates in only one geographical segment, being Australia.



Notes to the Financial Statements for the Financial Year Ended 30 June 2004.

32. Related party and specified executive disclosures
(@) Equity interests in related parties

Equity interests in controlled entities

Details of the percentage of ordinary shares held in controlled entities are disclosed in note 29 to the

financial statements.

(b) Specified directors’ and specified executives’ remuneration

Details of specified directors’ and specified executives’ remuneration are disclosed in note 4 to the

financial statements.

(c) Loan disclosures

Balance at Additional Balance at Number in
1 July 2003 30 June 2004 group
$000 $000 $'000 No.
Specified directors 250 813 1,063 3
Specified executives - 124 124 2
Total 250 937 1,187 5

Individuals with loans above $100,000 in the reporting period
Balance at Additional Balance at Highest in
1 July 2003 (i) (i) 30 June 2004 period
$000 $000 $000 $’000

Specified directors

Mr. A Grist - 500 500 500
Mr. E Lee 250 188 438 438
Mr. C Stein - 125 125 125
Total 250 813 1,063 1,063

i. The loan granted to Mr. E Lee as part of executive incentive scheme approved by shareholders
in previous year. The company issued 2,500,000 shares at 10 cents funded by company loan and

is interest free.

ii. Directors and executives are provided with interest free loans to fund the shares issued as part
of service contract entitlement as disclosed in note 4 to the financial statements.

These loans are non-interest bearing. Normal commercial rates for similar loans are estimated

by the company to be 8%.
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Notes to the Financial Statements for the Financial Year Ended 30 June 2004.

32. Related party and specified executive disclosures (Continued)
(d) Specified directors’ and specified executives’ equity holdings
Fully paid ordinary shares of Amcom Telecommunications Limited

Balance at Granted as Net other Balance at Balance held
1/7/03 contract change 30/6/04 nominally
entitlement (i)
No. (‘000) No. (‘000) No. (‘000) No. (‘000) No. (‘000)
Specified directors
Mr. A Grist 9,054 4,000 14,970 28,024 -
Mr. E Lee 3,792 1,500 1,386 6,678 -
Mr. C Stein 9 1,000 213 1,222 -
Mr. P Clifton 2,307 - 11 2,318 -
Mr. | Warner 1,000 - 300 1,300 -
Mr. A McLean 27,499 - (499) 27,000 -
Specified executives
Mr. K Matacz 407 500 967 1,874 -
Mr. J Tan 177 500 365 1,042 -
Total 44,245 7,500 17,713 69,458 -
i. The shares issued are subject to escrow for a period of two years from 18 September 2003.
Listed options of Amcom Telecommunications Limited
Balance at Granted as Exercised Other Balance at Balance
1/7/03 contract change 30/6/04 held
entitlement 0] nominally
No. (‘000) No. (‘000) No. (‘000) No. (‘000) No. (‘000)  No. (“000)
Specified directors
Mr. A Grist 3,014 - - (3,014) - -
Mr. E Lee 196 - - (196) - -
Mr. C Stein 8 - - (8) - -
Mr. P Clifton 983 - - (983) - -
Mr. A McLean 7,500 - - (7,500) - -
Mr. | Warner 255 - - (255) - -
Total 11,956 - - (11,956) - -

i. Listed options AMMOA expired 31 January 2004.
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32. Related party and specified executive disclosures (Continued)

Convertible notes issued by Amcom Telecommunications Limited

Balance at Granted as Net other Balance at Balance held
1/7/03 contract change 30/6/04 nominally
entitlement (i)
No. (‘000) No. (‘000) No. (‘000) No. (‘000) No. (‘000)
Specified directors
Mr. A Grist 101 - - 101 -
Specified executives
Mr. K Matacz 42 - (32) 10 -
Mr. J Tan 17 - 17) - -
Total 160 - (49 111 -
Executive share options issued by Amcom Telecommunications Limited
Balance  Granted Balance at Balance Vested Vested Options
at 1/7/03 30/06/04  vested at but not and vested
30/06/04 exercisable exercisable during
year
No. (‘000) No. (‘000) No. (‘000) No.(‘000) No.(‘000) No. (“000) No. (“000)
Specified directors
Mr. A Grist - 2,500 2,500 - - - -
Mr. E Lee - 2,500 2,500 - - - -
Mr. C Stein - 1,500 1,500 - - - -
Mr. P Clifton 375 - 375 375 - 375 -
Specified executives
Mr. K Matacz 115 1,000 1,115 - - - -
Mr. J Tan 75 1,000 1,075 - - - -
Total 565 8,500 9,065 375 - 375 -

Further details of the options granted during the year are contained in note 4 to the financial statements.

2004 2003
$ $
(e) Other transactions with specified directors
The profit from ordinary activities before income tax includes the
following items of revenue and expense that resulted from transactions
other than remuneration, loans or equity holdings, with a company
related to the Chairman: 62,618 9,000
Shared office rental and others 21,093 9,000
Consultancy fee paid to corporate advisory firm in which 41,525 -
Chairman had an interest, in return for analyst services
provided by an employee of that firm (not the Chairman
Total recognised as expenses 62,618 9,000
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Notes to the Financial Statements for the Financial Year Ended 30 June 2004.

Consolidated Company
2004 2003 2004 2003
$000 $’000 $000 $’000
33. Notes To The Statement Of Cash Flows
(@) Reconciliation of Cash
For the purposes of the statement of
cash flows, cash includes cash on hand
and in banks and investments in money
market instruments, net of outstanding
bank overdrafts. Cash at the end of the
financial year as shown in the statement
of cash flows is reconciled to the related
items in the statement of financial
position as follows:
Cash 10,730 1,386 7,356 778
10,730 1,386 7,356 778
(b) Business acquired
During the financial year, one business
was acquired. Details of the acquisition
are as follows:
Consideration
Cash 2,143 - 2,143 -
2,143 - 2,143 -
Fair value of net assets acquired
Current assets
Cash 98 - 98 -
Receivable 1,424 - 1,424 -
Inventories 7 - 7 -
Non-current assets
Property, plant and equipment 854 - 854 -
Non-current liabilities
Payables (2,015) - (2,015) -
Net assets acquired 368 - 368 -
Goodwill on acquisition 1,775 - 1,775 -
2,143 - 2,143 -
Net Cash outflow on acquisition
Cash consideration 2,143 - 2,143 -
Less cash balances acquired (98) - - -
2,045 - 2,143 -




Notes to the Financial Statements for the Financial Year Ended 30 June 2004.

33. Notes To The Statement Of Cash Flows (Continued)

Consolidated Company
2004 2003 2004 2003
$’000 $’000 $’000 $000
(c) Financing Facilities
Secured loan facilities with various maturity
dates through to 2004 and which may be
extended by mutual agreement:
amount used 3,749 920 - -
amount unused 4,751 550 - -
8,500 1,470 - -
(d) Reconciliation of Profit From Ordinary
Activities After Related Income Tax to
Net Cash Flows From Operating Activities
Profit/(loss)Loss from ordinary activities
after related income tax 1,255 (12,424) (1,663) (12,424)
Write down of non-current assets - 12,772 - 12,772
Write (back)/down in investment value - - 67 (1,687)
Depreciation of non-current assets 2,910 2,694 18 45
Amortisation of other assets - 26 - -
Amortisation of goodwill 531 475 - -
(Increase)/decrease in assets:
current receivables (2,143) (171) - -
current inventories 3 - - -
other (488) (153) (49) 94
Increase/(decrease) in liabilities:
current trade payables 127 (1,397) (24) (216)
Other 1,651 724 (273) 276
Net cash from (used in) operating activities 3,846 2,546 (1,924) (1,140)
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Notes to the Financial Statements for the Financial Year Ended 30 June 2004.

34. Financial Instruments

(@) Significant Accounting Policies
Details of the significant accounting policies and methods adopted, including the criteria for recognition,
the basis of measurement and the basis on which revenues and expenses are recognised, in respect
of each class of financial asset, financial liability and equity instrument are disclosed in note 1 to the
financial statements.

(b) Interest Rate Risk
The following table details the consolidated entity’s interest rate risk as at 30 June 2004.

Fixed Interest Rate Maturity

Average Variable  Less than 1to5 More Non- Total
2004 Interest Interest 1 Year Years than Interest
Rate Rate 5 Years Bearing
% $000 $000 $000 $'000 $000 $'000
Financial Assets
Cash 3.78 10,730 - - - - 10,730
Receivables (note 7) - - - - - 5,286 5,286
Deposit (note 9) - - - - - 20 20
10,730 - - - 5,306 16,036
Financial Liabilities
Payables (note 15) - - - - - 4551 4,551
Billings in advance
(note 16) - - - - - 2,002 2,002
Others - loans
(note 17 & 19) 12 - 799 2,950 - - 3,749
Finance lease (note 28) 8 - 132 178 - - 310
Convertible notes
(note 19) 10 - - 1,339 - - 1,339

- 931 4,467 - 6,553 11,951
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34. Financial Instruments (Continued)
The following table details the consolidated entity’s interest rate risk as at 30 June 2003.

Fixed Interest Rate Maturity

Average Variable  Less than 1to5 More Non- Total
2003 Interest Interest 1 Year Years than Interest
Rate Rate 5 Years Bearing
% $’000 $’000 $’000 $’000 $000 $000
Financial Assets
Cash 3.75 1,386 - - - - 1,386
Receivables (note 1) - - - - - 1,629 1,629
Deposits (note 9) - - - - - 592 592
1,386 - - - 2,221 3,607
Financial Liabilities
Payables (note 15) - - - - - 3,734 3,734
Bank loans (note 17) 7.00 - 920 - - - 920
Finance lease (note 28) 8.00 - 197 106 - - 303
Convertible notes
(note 19) 10.00 - - 3,000 - - 3,000
- 1,118 3,105 - 3,734 7,957

(c) Credit Risk

Credit risk refers to the risk that a counter-party will default on its contractual obligations resulting
in financial loss to the economic entity. The economic entity has adopted the policy of only dealing
with credit-worthy counter-parties and obtaining sufficient collateral or other security where
appropriate, as a means of mitigating the risk of financial loss from defaults. The economic entity
measures credit risk on a fair value basis.

The economic entity does not have any significant credit risk exposure to any single counter-party or
any group of counter-parties having similar characteristics.

The carrying amount of financial assets recorded in the financial statements, net of any allowances for
losses, represents the consolidated entity’s maximum exposure to credit risk without taking account of
the value of any collateral or other security obtained.

(d) Net Fair Value

The carrying amount of financial assets and financial liabilities recorded in the financial assets and
financial liabilities approximates their respective net fair values, determined in accordance with the
accounting policies disclosed in note 1 to the financial statements.

35. Additional Company Information

The parent entity in the consolidated entity is Amcom Telecommunications Limited. Amcom is a listed public
company, incorporated and operating in Australia.

Registered office Principal administration office
43 King Edward Road 43 King Edward Road

Osborne Park Osborne Park

WA 6017 WA 6017

Tel : (08) 9244 6000 Tel : (08) 9244 6000
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Additional Stock Exchange Information as at 26 September 2004

Distribution of Holders of Equity Securities

Fully Paid Convertible

Ordinary Shares Notes
1 - 1,000 559 3
1,001 - 5,000 1,587 5
5,001 - 10,000 735 18
10,001 - 100,000 1,382 26
100,001 and over 282 1
4,545 -
Number of shareholders holding less than a marketable parcel 1,383 -

Substantial Shareholders

Fully Paid
Number Percentage
Ordinary Shareholders

Vickner Pty Ltd 83,060,102 22.82
National Nominees Ltd 47,876,073 13.16
Tony Grist 28,024,139 7.70
Andrew McLean 27,000,000 7.42




Additional Stock Exchange Information as at 26 September 2004

Twenty Largest Holders of Quoted Equity Securities

Fully Paid
Number Percentage

Ordinary Shareholders

Vickner Pty Ltd 83,060,102 22.82
National Nominees Ltd 47,876,073 13.16
Mr. Andrew McLean 27,000,000 7.42
Argonaut Capital Ltd - (Farcross Holdings Pty Ltd) 10,000,000 2.75
Argonaut Capital Ltd - (Oaktone Nominees Pty Ltd) 10,000,000 2.75
Mr. Eddy Yip Hang Lee 5,150,532 1.42
Truat Pty Ltd 4,277,778 1.18
Gwynvill Trading Pty Ltd 4,215,850 1.16
Oaktone Nominees Pty Ltd (the Grist Investment A/c) 4,024,139 111
Mr. Anthony Grist 4,000,000 1.10
J P Morgan Nominees Australia 3,892,161 1.07
Mr. Ray John Wilson 3,783,375 1.04
Mr. Jamie Phillip Boyton 3,527,778 0.97
Instanz Nominees Pty Ltd 3,070,625 0.84
HSBC Custody Nominees (Australia) Limited 2,780,110 0.76
Mr. John O’Rourke + Mrs. Patricia O’Rourke 2,701,112 0.74
Citicorp Nominees Pty Ltd 2,691,809 0.74
Idameneo (No 79) Nominees Pty Ltd 2,522,680 0.69
Westpac Custodian Nominees Ltd 2,293,284 0.63
Mr. John O’Rourke 2,260,042 0.62
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Additional Stock Exchange Information as at 26 September 2004

Twenty Largest Holders Of Quoted Equity Securities

Notes

Number Percentage
Convertible Note Holders
K P L Limited 330,131 29.56
Capital Telecommunications Pty Ltd 76,000 6.80
Mr. Donald Norman Consultants 50,000 4.48
Mr. Hendricus Indrisie & Mr. Tristan Indrisie 50,000 4.48
J E Barrett Equities Pty Ltd 41,650 3.73
Mrs. Renata Gray 30,330 2.72
Mr. Alan Thynne 29,155 2.61
Oaktone Nominees Pty Ltd 25,000 2.24
Accomplished Gas & Merchanical Services Pty Ltd 20,000 1.79
Andover Pty Ltd 20,000 1.79
Mr. Julian Andrew 20,000 1.79
Mr. Noel Frederick 16,660 1.49
Clamp Electrical Services Pty Ltd 16,660 1.49
Claydon Trading Co Pty Ltd 16,660 1.49
Mr. Kingsley Fiske + Mrs. Marlene Fiske 16,660 1.49
Mr. Robert Stirling Gilmour + Mrs. Laura Gilmour 16,660 1.49
Mr. Peter Edwin Harris + Mrs. Sandra Claire Harris 16,660 1.49
Mr. Robert Hart 16,660 1.49
Mr. Robert Johnson + Mrs. Helen Johnson 16,660 1.49
Mr. Peter William Lowe + Mrs. Rosalind Grace Lowe 16,660 1.49
Total 842,206 75.4




