COMMLHIGATIONS
LIMITED )

CTI COMMUNICATIONS LIMITED

(ABN 45 071 781 363}

2001 ANNUAL REPORT

JmestconaietihcB4tZigemiannusl report\inancial report 2001 2.4.doc  {20/05702:9:06 AW}



CTI Communications Limited

2001 Annual Report

CORPORATE DIRECTORY

Directors
Paul Hardie
Jon O'Callaghan
Mark Sumich

Secretary
Darnier Kelly

Registered Office
Level 2, 1 Altpna Street
West Perth, Western Australia

Telephone:  (08) 9226 2393
Facsimile; (C8) 9485 1575

Email: admin@cticom.com.au

Wehsite; wWww. cticem.com.au

Corporate & Financial Advisor
O’Callaghan & Co Pty Limited
Level 2, 1 Altona Strest
West Perth, Western Australia

TABLE OQF CONTENTS

Solicitors
Hardies Lawvers
Level 2, 1 Altona Street
West Perth, Western Australia

Share Registry
Security Transfer Registrars Pty Ltd
Level 1, 168 Adelaide Terrace
East Perth, Western Australia
Telephone: (08) 9221 4200

Auditor
PKF Chartered Accountanis & Business Advisers
Level 20, 1 York Street
Sydney, New South Wales

ASX Codes
CTC {fulty paid ordinary shares)

Corporate Directory 2
Table of Contents 2
Directors’ Report 3
Statement of Financial Performance g
Statement of Financial Position 10
Statement of Cash Flows 11
Notes to and Formiing Part of the Financial Statements 12
Directors’ Declaration H
Independent Auditors Report 32
Corporate Governance Practices 34
ASX Additional Information 36

Page 2



CFl Communications Limited 2001 Annual Repoxt

DIRECTORS’ REPORT

Yaur directors present their report on the Company and its controlled entities for the financial year
ended 30 June 2001,

Directors

The names of the directors who held office at any time during or since the end of the year are:

. Mr Paut Hardie {appointed 20 December 2001}

. Mr Jon O Callaghan {appoinied 20 December 2001)

. Mr Mark Sumich {appointed 20 December 2001)

. Mr Michael Barraclough {resigned 20 December 2001}
. Mr Peter Fritz {resigned 20 December 2001)

. Mr David Beddall {resigned 20 December 2001)

. Mr Godfrey Franz (resigned 15 March 2001)

. Mr Bryan Curtin (resigned 13 October 2001}

Corporate Structure

CTi Communications Limited (CT1 or Company) is a company limited by shares thai is incorporated and
domicited in Australia. CTI has prepared a consolidated financial report incorporating the entities it
controlled during the year (Economic Entity).

Principal Activities

The principal activities of the Economic Entity during the financial vear involved communications
software and hardware development and call centre software and support.,

Employess
The Economic Entity employed 7% employees as at 30 June 2001,
significant changes in the State of Affairs

The following significant changes in the state of affairs of the Company occurred during the financial
year:

] on 3 July 2000 the Company issued 1,500,000 ordinary shares at an issue price of $1 each as
part consideration for the purchase of CTl Interactive; and

» the Company closed and wrote down the value of its investment in its call centre.

Results

The net after tax loss taken to account for the vear ended 30 June 2001 was a loss of $17,175,157
{2000: gain of 5353,667). The loss for the period includes a net loss of $14,151,698 taken to account to
adjust assets and Habilities to their realisable value,

Dividends

No amounts have been paid, declared or recommended by the Company by way of dividend since the
commencement of the financial year (Z000: $115,000).
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Review of Operations

During the financial vear the Economic Entity continued with its primary business of selling and
maintaining call centre and telephony products.

Likely Developments and Expected Results

The Company’s specific objectives in the short to medium term are to determine:

. the marketability of ShareCall;
» the potential for development of RMG; and
. the ability of CTI to establish itself as a technelogy solution provider,

Consistent with the Company's overriding corporate objective {which is to maximise shareholder
wealth), and in addition to proceeding with the aforementioned objectives, the Company will evaluate
other opportunities on an ongoing basis.

Events Subsequent te Balance Date

On 8 October 2001, CTI was placed into voluntary administration {Administration).

As a part of the Administration, Planwell Pty Ltd (100% owned subsidiary as at balance date) and a
significant proportion of the Company's property plant and equipment were sold to Bryan Curtin
{Chairman of CT] at balance date) and Mathew Barnier {a director of Planwall Pty Ltd at balance date)
for a total consideration of $9080,000. Other property plant and equipment and CTl's share of its Call
Centre husiness wera sold for $12,798.

On 20 December 2001, CT! entered into a deed of company arrangement {DOCA) with the aim of being
removed from administration and then being re-structured, re-capitalised and re-quoted on ASX
{Re-organisation), resulting in the following events occurring on or before settlement of the DOCA
{being 1 March 2002}%:

. CT1 was provided with a 5430,000 debt facility to satisfy the claims of creditors and remove CTi
from Administration;

» the incumbent beard of directors resigned and were replaced by Mr Paul Hardie, Mr Jon
{Callaghan and Mr Mark Sumich; and

° the Company was released from Administration.

Subsequent to settlement of the DOCA, the following events have also occurred (as approved by
shareholders on 22 February 2002):

. on 4 March 2002, the issued capital of the Company was consolidated on a 1 for 15 basis,
reducing the total number of shares on issue {at that time) to 1,998,193 shares,

) ont 15 March 2002, the Company issued the following securities in consideration for the
co-ordination and refinancing of the Re-organisation:
i} 4,500,000 ordinary shares;
i} 4,500,000 convertible notes;
i) 5,300,000 options expiring on 30 June 2006 exercisable at 5 cents if exercised on or

before 30 June 2004 or 10 cents if exercised after 30 June 2004; and
iv) 3,000,000 preference shares.
. on 15 March 2002, the Company issued 100,000 options expiring on 30 June 2006 {exercisébte

at 5 cents if exercised on or before 30 June 2004 or 10 cents if exercised after 30 June 2004) to
each of Mr Paul Hardie and Mr Mark Surnich,
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On 25 March 2002, the Company lodged a prospectus for the offer of up to 7.5 million Parcels at 25
cents each (with each Parcel comprised of 2 Shares at 10 cenis each and 1 Option at 5 cents each) te
raise up to 51,875,000, The minimum subscription for the offer has been set at 5 mitlion Parcels and
the offer received shareholder approval on 22 February 2002,

As a result of Administration and the realisation of assets and ltabilities at recoverable amount, the
financial statements for the period ending 30 Jure 2001 have been adiusted to reflect their realisable
value. The assets of the Company have been written down to values at which they were subseguently
realised and liabilities have been adjusted to values in which they were settled for. The net result of
these adjustments has caused a loss of $14,151,698 to be taken to the Statement of Financial
Performance for the pericd ending 30 June 2001. The Statement of Financial Performance provides
more detail as to the specific adjustments made to restate the accounts at realisable value.

Environmental Regulation and Performance

The Coempany’s operations are not subject to any significant environmental regulations under either
Coramonwealth or State iegislation.

Directors’ Meetings

The number of meetings of directors held during the vear and the number of meetings aitended by
each director were as follows:

Name of Director Meetings eligible to attend Meetings attended
Bryan Lurtin ] 7
Peter Fritz ] 8
Michael Barractough B 8
Davic Bedell ] 8
Frank Rittano 7 7
Paul Hardie - -
Jon O’Callaghan - -
Mark Sumich - -
Committee Membership

Subsequent to the administration and change of board of directors, the Company has formed ne
committees of directors. Due to these events, CHl is currently not operational and therefore considers
that various commitiees, including an audit committee are nof presently reguired.

The follawing table indicates the audit committee that was in place during the year ended 30 June
2001, the number of meetings each member was eligible to attend and the number of meetings
attended.

Name of Jirector Meetings eligible to attend Meetings attended
Bryan Curtin 3 3
Peter Fritz 3 3
Pavid Bedell 3 3

information on Directors
The directors of the Company in office ai the date of this report are:
Paul Hardie - Chairman

Mr Hardie is the Principal of Hardies Lawyers, a boutique law firm which provides corporate and
general commercial advice to a number of public and private clients on a wide range of matters
including mergers and acquisitions, Tnitial public offerings and other capital raisings, and a variety of
Corporations Act and Listing Rules compliance matters.
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Pricr to establishing his own law practise, Mr Hardie gained extensive experience in the areas of
business management, commercial litigation and property law and as part of the mergers and
acquisitions team of a large national law firm.

Mr Hardie is admitted as a practitioner of the Supreme Court of Western Australia and the High Court
of Australia. He holds a Bachelor of Economics {with & double major in Economics and Marketing)
from the University of Western Australia, a Bachelor of Laws from Murdoch University and is currently
completing a Graduate Diploma in Applied Finance & Investment (majoring in lovestment
Management) with the Securities Institute of Australia.

Jon O’ Caflaghan - Director

Mr O'Callaghan is the founder and principal of G'Callaghan & Co, a niche corporate advisory practice
that services both the resource and technelogy sectors. Mr 0'Callaghan has extensive experience in
corporate advisery including capital raisings, stock exchange listings, restructuring, recapitalisations,
takeovers, acquisitions, backdoor listings, and negotiating, structuring and executing initial public
offerings and corporate transactions. This experience has led to Mr Q'Callaghan holding directorships
in a number of public companies within both the resource and kechnelogy sectors.

Mr O'Callaghan holds & Bachelor of Business from Curtin University, is a member of the Australian
Society of Certified Practicing Accountants and the Australian Institute of Company Directors.

Mark Sumich - Director

Mr Sumich is a faormer CEOQ of gTick Limited, which he joined following a career history in the areas
of law and commerce. His experience includes Associate Director in the Corporate Finance &
Investment Banking Group at PricewaterhouseCoopers. He also has extensive legal experience in
corporate and securities law including a number of years with the large Australian commerdial law
firm Clayton Utz.

Mr Sumich is a Fellow of the Customer Service Institute of Australia and an Associate of the Securities
Institute of Australia. He has a Bachelor of Law {Hons} from the University of Western Australia and
an MBA from the London Business School. '

Share Options

As at the date of this report, there are 6,033,698 options on issue to take up one ordinary share in the
capital of the Company. The options on issue have the following characteristics:

66,667 unlisted options exercisable at $12.30 on or before 31 May 2005;
253,697 unlisted options exercisable at 515.00 on or before 31 May 2005;
13,334 unlisted options exercisable at $7.50 on or before 23 June 2005; and

5,700,000 options expiring on 30 June 2006 exercisable at 5 cents if exercised on or before 30
June 2004 or 10 cents if exercised after 30 June 2004.

No options were exercised during the year or to the date of this report.

Options carry no right to participate in pro rata issues of securities to shareholders, unless the options are
exercised before the record date for determining entitlements to the relevant pro rata issue.
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Dirgctors’ interest in Securities

The interests of each director in the share capital of the Company as at the date of this report are:

Narne of Director Post Consalidation Options Freference Shares
Ordinary Shares

P Fritz 644,477 33,333 -
M Barractough 88,914 33,333

B Curtin 71,293 75,919

0 Beddall 18,313 -

G Franz 13,200 44,445

P Hardie - 100,000 -
J O'Callaghan - B50,000 2,830,000
# Sumich - 100,000 -

Emotuments of Directors and Executive Officers

The Board of Directors is responsible for determining and reviewing compensation arrangements for the
directors and management. The Beard of Directors assess the appropriateness of the nature and
amount of the emoluments of such officers on a periodic basis by reference to relevant employment
conditions with the overall objective of ensuring maximum stakeholder benefit by retention of a high
quality Board and management.

The emoluments of directors who held office during the year were as follows:

Parent Entity
Name of Director Salary Superannuation Total
Contributions
$ 5 $
J M Barraclough 193,390 15,471 208,861
G Franz 145,489 11,639 157,128
B Curtin 4(,000 3,200 42,200
P Fritz 30,000 2,400 32,400
B Beddall 20,000 1,600 21,600

In addition to salaries paid, other payments were made to companies associated with the above
directors in relation to services provided to the Company. These are more fully disclosed in Note 25 of
the financial statements.

Economic Entity

Frnoluments of directors of the economic entity that are not mentioned above are as follows:

Mame of Director Salary Superannuation Total
Contributions
3 $ s
M Bamnier 115,162 31,361 146,523

There are no executive officers of the parent entity or the economic entity who are not directors as
listed above.

indemnification and Insurance of Directors and Officers

The Company paid a fee of $10,000 to provide Directors and Officers Liability Insurance for the
directors of the Company. This policy covered the year ended 20 June 2001, when no further insurance
was faken out.
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Corporate Governance

In recognising the need for the highest stendards of corporate behaviour and accountability, the
directors support and have adhered to the principles of corporate governance. The Company's
corporate governance statement is contained in the sectfon of this report entitied "Corporate
Governance Practices”.

Signed in accordance with a resolution of directors,

P koA

Paul Hardie

Chairman

Signed at Perth on 17 May 2002

Page B



€T1 Communications Idmited 2001 Annual Report

STATEMENT OF FINANCIAL PERFORMANCE

For the year ended 30 June 2001

Consolidated Company

2001 2000 200 2000
Revenues Erom ﬁrdinary Activities A 11,457,926 7,281,619 5,128,876 4,965,863
Cost of Sales {5,480, 143) . {1,962,858} -
Barrowing costs {18,215} {13,729
Depreciation and arportisation expense {248,637} {160,701}
Amartisaticn of gondwill {473,25B) {36,658)
Payroll related costs {5,743,500) {3,484,211}
{ther Expenses From Ordinary Activities 3 (2,647,172} . {1,225 847} .
Wet Lass Recorded to Write Down Assets and
Adiust Accnunts to Realisable Value 4 {13,836,026} - {14,707 517} -
Profit 7 {t.oss} From Ordinary Activities
Befure Income Tax Expense (16,989,416} 748,784 {16,302, 7013 295,978
Intome Tax {(Expense) / Benefit Relating to
Ordinary Activities 5 129,931 {399,117} - {233,352)
Profit From Ordinary Activities After
Income Tax Expense (15,859,485} 353,667 {16,502,71) 62,627
NET PROFIT / (L.05S] ATTRIBUTABLE 1O
MEMBERS OF CTE COMMURICATIONS '
LIMITED {15,85%,485) 83,667 {16,502,701) 62,627
TOTAL CHANGES IN EQUITY OTHER THAN
THOSE RESEILTING FROM TRANSACTIONS
WITH QWNERS AS OWNERS 18 {16,859,485) 353,667 {16,502, 701} 62,627

The statement of financial performance should be read in conjunction with the accompanying notes
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STATEMENT OF FINANCIAL POSITION

As at 30 June 2001
Consoltdated Company
01 2000 2001 2000

Current Assptx

Cath [ 168,706 3,024,809 15,646 2,534,661
Recaivables 7 4,231,753 7,823,320 1,533,713 1,581,708
Investony B 25,156 291,600 - A9, 600
Other 9 61R,200 HA7 B26 - 224,431
Property Mank and Eguipment 18 3116,6M - 110,480 -
I menks Eh . - B00,880

Intangible Assets 12 1,049,929 - -

Deferred Tax Assets Ba 112,859

Total Current Assets 5,518,337 EEET IR TTTTULAEESYT CTSEN A
Non-Curvent Assebs

Ivestments 11 . - - 12,362,430
Property Plart & Equipmant 16 - 474,811 - FAL N YA
Intanpgibies 17 - 12,553,805 - -
Deferrad Tax Assets 5a - 56,336 - 30,342
Tokal Hon-Lurrent Assets B 13,187,352 . 12,669,543
Totsl Assets 5,515,332 ORI T LAse,ae T 173,343
Current Liabilities

Payabiss 13 4,748,237 3,264,543 410,423 2 452 478
Interast Baaring Liabitilies 14 74,577 127,069 - 160,008
Prowvisfons 15 554,541 113,662 438,543 77,640
Carrant Tax Liabilitias SE] 91,376 324,786 131,512 237,381
Other 14 1,443,635 1,250,30 - -
Total Current HabiiHes 7,110,195 5,085,387 T LGEAAVST 1867 66
Hon-Current Liabilities

Interest Baartng Lisbitities 14 - 107,918 - -
Frovisions 13 - 12,837 - -
Deferrad Tax Liahilitles 5a - 143,886 - -
Tatal Hen-Current Eiabiites - 64,432 . .
Total Liabillties PREGR L 530,591 T.088,475 | LAGT.BEY
Net Assets YT 13,724,714 BT 14,433,077
Equity

Contributed Equlty 17 15,558,543 14,118,856 15,658,563 4,118,658
Retatned Profits (Accumutatad Lesses) 18 {16,253,441) E06,058 16,187,684) 395,018
Tokal Equity WEERTTI EENY LML YA Fit) L LM

The statement of financial position should be read in conjunction with the accompanying notes
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STATEMENT OF CASH FLOWS

For the year ended 30 June 2001

Consoildated Company
20m 008 2001 2000
Note $ 5 $ : 5
Cash Flows from Operating Activities
Receipts from costomers 10,018,714 5,991,202 3,4685.87 1,300,253
Payment te Suppliers and Employess £10,85,480) {6,681,785) {4,471, 014) (3,471,746)
interest Received 30,787 52,801 16,235 51,128
Barrowing costs {18,215} {1,643} {13,729} {1,643}
income tax pald {104,088} {162,28%) - -
Het Cash Flows Used in Operating Activities  20{b} {889,282} (B, 714) (789,42%) {221,978)
Cash Flaws from investing Activities
Proceeds from sale of praperty, slank snd
gquipmeant - 30,235 - B
Praceeds from sate of nvestments - 4,42 - -
Purchase of Property Plant z2nd Equipment {354,311 {321,628} {269,493) {283,474}
Purchase of Business {1,500,000) {2,475,511) {1,500,000) {3,126,000)
Leans repiid by other gntities - 16,508}
Net Cash Flows Hsed i Investing Activities {1,854, 117} {2,779,348; 1,769,493) {3,409,472)
Cash Flows from Financing Activities
Praceeds from lssue of Shares - 5,830,300 - 4,536 511
{Pavment}/refund of Share issuss Costs 15,9407 {799, 1441 34,907 B
Proceeds from borrowings - 100,000 - 105,060
Repayrment of borrowings {160,411} {34 BE3 -
Dividends paid by parent company {115,000% - {115,008
Net Cash Flow from Financing Activities {120,504} 4,981,273 39,967 4,541,313
Met Increase/iDecrease) in Cash Held {Z,864,103} 1,400,211 {2,519,M5) 918,043
Add Opening Cash Brought Forward 3,024,809 1,624,598 2,534,661 1,624,598
Closing Cash Carried Forward ia) 160,704 3,004,809 15,644 2,534,667

The statement of cash flows should be read in confunction with the accompanying notes
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NOTES TO AND FORMING PART OF THE FiNANCIAL STATEMENTS

(a)

Summary of Significant Accounting Policies

The significant accounting policies, which have been adopted in the preparation of this
financial report, are:

Basis of Accounting

The financial report is a genemnl purpose financial report which has been prepared in
accordance with the Accounting Standards, Urgent issues Group Consensus Views, other
authoritative pronouncements of the Awusiralian Accouniing Standards Beard and the
Corporations Act 2001,

Due to CT1 Communications Ltd entering voluntary administration on 8 October 2001, the basis
of accounting has been varied from prior years. The consolidated entity continued to trade up
until the date of administrator appointment, whereby the administrators ceased trading and
began reatising the assets and Habilities of the parent entity.

The Administrators recovered ail possible debtors and attempted to recover some of the value
of the parent entity’s investments and property, plant and equipment. Planwall Pty Limited
(Planwall} {100% owned subsidiary as at balance date) and a significant proportion of the
Company's property plant and equipment were sold to a related party by the administrators for
a total consideration of $900,000. Other property plant and equipment and CTI's share of its
Call Centre husiness were sold for $12,798. No value was recovered from the other
investments of the parent entity.

As a result of this realisation of assets subsequent to balance date, the financial statements for
the period ended 30 June 2001 have been adjusted to reflect the value in which assets were
realised. Losses have heen faken to the Statement of Financial Performance for amounts that
assets were written down.

Securad creditors admitted and approved by the Administrators were paid out the full amount
due. Unsecured creditors admitted and approved by the administrators received a dividend
payout of 24.86 cenis in the dollar.

As a result of this settlement of creditors at ameunts lower than historical cost, the value at
which creditors have been recorded in the financial statements has been adjusted to reflect
the vatue in which creditors were realised subsequent to balance date. As a result of writing
creditors back to their realisable value, a credit has been taken to the Statement of Financial
Performance to record the decrease in outgoings for the amount that payment to creditors was
reduced.

As Planwall was sold as a going concern, the assets and liabilities in the beooks of the Economic
Entity have been recorded at cost and adjusted to reflect recoverable amount where
necessary, The goodwil on consolidation relating to the purchase of Planwall has been written
off in line with the write down of the investment in Planwall in the books of the Ecenomic
Entity.

As the assets and liabilities of the parent and economic entity are all realised within 12 months
of balance date, all assets and liabilities have heen classified as current for the reporting
period ending 30 June 2001,

These accounting policies have not been applied consistently with the previous period as the
comparative figures for the year ended 30 June 2000 have been prepared on a going concern
basis, where a historical cost method of accounting was considered appropriate.
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(b) Principles of Consolidation

The consolidated accounts comprise a consolidation of the financial statements of the
Company, being the parent entity and its controlled entities.

The accounts of controlled entities are prepared for the same reporting period as the parent
entity. However, accounting policies applied by the parent and ong of the subsidiary entities
vary. The accounis of this subsidiary, Planwall, have been prepared on a going concern basis
as opposed to the realisable value basis of the parent entity, as described above,

The balances and effects of transactions, between controlled entities included in the
consolidated financial statements have been eliminated.

{c) Investments

The value of shareholdings in controlled entities have been writien down to values that they
were realised subsequent to balance date. This has resulted in the value of the investment in
Planwall being written down to the price at which the investment was sold during
administration and the value of the remaining investments being written off due to no
reatisable value upon administration.

{d) Trade and other receivables

Trade recejvables of the parent entity have been written off to the Statement of Financial
Performance to the extent that they were not collected subsequent to balance date. Trade
receivables of Planwall have been recorded at historical cost and provided for as necessary.

Receivables from related parties are recognised and carried at recoverable amounts where
those amounts were received subsequent to balance date. Interest is taken up as income on an
accrual basis to the extent that it was recoverable at balance date.

{e) Property, Plant and Equipment

Property, plant and equipment of the parent entity have been written down to the values that
they were realised at subsequent to balance date. The property, plant and equipment of
Planwall have been recorded at cost less accumulated depreciation and when the carrying value
exceeds recoverable amount, the excess has been written off to the Statement of Financial
Performance.

The following depreciation rates have been applied during the period on a strait line basis:

2001 2000
Leasehold improvements 3-20% 3-20%
Office equipment - computers 60% &0%
Furniture and fittings 20% 20%
Motor vehicles 22.5% 22.5%

{f) Deferred Expenditure

Where expenditure has been incurred to bring future revenues to the Company, that
expenditure is capitalised until such time that the revenues are earned. The expenditure is
taken to the Statement of Financial Performance in the same peried that the related revenues
are.

Deferred expenditure s only capitalised to the extent that it is beyond reasonable doubt that
revenues of at least the capitalised balance will result in the future,
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{g)

(R

U]

k)

Goodwill

Goodwill is recorded as the excess of purchase consideration over net tangible assets acquired
during an acquisition. Goodwill has been amortised over a life of 20 years during the financial
year.

Geodwill has been written down to recoverable amount at the end of the reporting period.

Trade and other pavables

Liabilities and trade creditors of the parent entity have been adjusted to values that they were
settted for subsequent to balance date. Secured creditors were settied in full and unsecured
creditors were either settled or partly settled during the period that the Company continued
trading, or settled for the creditors dividend payout rate of 24.86 cents in the dollar,

Liabitities and trade creditors of Planwall have been recorded at cost due to the sale of the
investment as a going concern. The liabilities and trade creditors of the remaining subsidiaries
were written down teo recoverable amount consistently with the parent entity.

Where liabilities have been settled at an amount lower than cost, the decrease in outgoing has
been taken to the Statement of Financial Performance as a credit. The apgregate of these
amounts have been disclosed on the face of the Statement of Financial Performance.

Payables to related parties have also been adjusted to realisable values. Interest, when
charged by the lender, is recognised as an sxpense on an accruals hasis to the extent that the
interest charge will he paid.

Employee entitlements

The provision for employee entitlements includes:
Annual leave

The amount of annual leave due and payable as at balance date has been included as a
provision for employee entitlements. The provision has been calculated on nominal amounts
based on current wage and salary rates and includes related on costs.

Long Service lLeave

The employee entitlements provision includes the present value of esiimated future cash
outflows in relation to long service leave that has been earned by employees at balance
date, The present values of estimated iong service leave payments kakes into account
expected increases in wage and salary rates and related on costs.

Severance and Redundancy entitiements

Upon administrator appointment subsequent fo balance date, many staff of the Company
were made redundant and received redundancy or severance payouts. The actual value of
these payouts has been recorded as an expense for the peried ending 30 June 2001 and is
payable as at balance date.

Taxation

The parent entity has not bought tax benefits arising from reporting a loss for the period 1o
account as it is not considered virtually certain that they will be recovered. Future income tax
benefits resulting from timing differences have alse not been bought to account as the
recovery of the benefit is not considered beyond reasonable doubt.

Planwall has recognised the future income tax benefit arising from timing differences as
recoverahility is considered beyond reasonable doubt, however, Planwall have not recognised
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(k)

®

(m}

(n)

(o)

tax benefits arising from recording a loss for the period as recoverability is not considered
virtually certain.

income tax payable and deferred income tax payable has been recorded at the value in which
it was settled for in the parent entity and all subsidiaries except Planwall, where it has been
recorded on a cost basis due to sale of the investment as a going concern.

Statements of Cash Flows

Cash for the purpeses of the statements of cash flows includes cash on hand, at banks and bank
bills.

Revenue Recognition

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

Sales Revenue

Sales revenue is generated from software sales, hardware sales, maintenance contracts and
repairs of systems already installed.

Software sales revenue is recognised (net of returns, discounts and allowances) on an
individual project basis using the percentage of completion method and represents contracts
completed during the year and contracts in progress at year-end.

Maintenance Revenue

Maintenance revenue is recoonised over the term of the contract, bringing reverue to
account as the tife of the contract passes.

Interest

Controt of a right to receive consideration for the provision of, or investment in, assets has
been attained,

Sale of assets other than goods
Control of the asset has passed to the buyer.
Leases

Lease payments for operating leases, where substantially all the risks and benefits remain with
the lessor, are charged as expenses in the perieds in which they are incurred.

Share Capital

Ordinary share capital is recognised at the fair value of the consideration received by the
Company. Any transaction costs arising from the issue of ordinary shares are recognised
directly in equity as a reduction of the share proceeds received.

Earnings per share

Basic earnings per share is determined by dividing the operating profit after tax and after
preference dividends by the weighted average number of ordinary shares eutstanding during
the financial vear.

biluted earnings per share is determined by dividing the operating profit after tax and after
preference dividends adjusted for the effect of earnings on potential ordinary shares, by the
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P

{q}

weighted average number of ordinary shares (both issued and potentially dilutive} outstanding
during the financial year.

Comparatives

Under AASB 1018 - Statement of Financial Performance, AASB 1034 - Financial Report
Presentation and Disclosure, and AASB 1026 - Statement of Cash Flows, the acceunts reguire
the disclosure of information for the preceding corresponding financial period.

Comparatives have been prepared on a going concern basis as outlined in part (a) of Note 1.

Certain comparative financial information relating to the Statement of Financial Performance
and the Notes referenced thereto have not been included in the finandal statements. The
Company has elected not to restate certain comparative financial information in accordance
with AASB 1034 - Financial Report Presentation and Disclosures. This standard allows such
when an entity has applied a superseded version of an accounting standard in the preceding
corresponding reporting period, where that standard did not require disclosure of such
information.

Foreign currency transactions

Transactions in foreign currencies of the entity within the conselidated entity are converted to
locat currency at the rate of exchange ruling the date of the transaction,

Amounts payable to and receivable by the entities within the consolidated entity that are
outstanding at the balance date and are denominated in foreign currencies have been
converted to tocal currency using rates of exchange ruling at the end of the financial vear.
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CTI Communications Limited

Notes to and Forming Part of the

Financial Statements
Consolidated Company
Note FiHEE 2000 2001 2000
§ $ 5 $

2. Revenue from Ordinary Activities

Revenue from Operating Activities

Lake of goods and services 11,427,139 7,215,760 4,842,704 4,914,741

tntercompany management fee - - 275,933 -

Interest - other persons/corporations 30,787 653,859 10,23% 51,128

11,457,926 7,281,519 5,328,876 4,965,869

Revenue from Non-Operating Activities

Proceeds an disposal of property, plant and

equipment - 30,295 - -
3 Expenses

Included in the loss from ordinary activities before income tax are the following expenses:

Inciuded in the [oss from ordinary activities before income tax are the following expenses:

Operating Fxpenses

Auwdit & Accounting

Marketing, Advertising & Promotions
Rent

‘Fravel & Accommodation

Other Expenses

Tota] Operating Expenses

{282,215} ; [2385,574) .

(268,643} . {134,018) -

{443,985} . {170,100)

{519,115} - {285,512} .
{t,122,213) - {400,643) .
12,647,171} . {1,225,847) )

Net Loss Recorded to Write Down Assets and Adjust the Accounts to Realisable Value

Reverue booked due bo revalaation of
creditors to recoverable amounks

Revenue hooked due to uneamed income

being written back

Expenses booked dus to revaluation of
debtors to recoversble amounts
Expenses booked due to revaiuation of
jnventory to recoverable amounts
Write off guodwill

Fxpenses backed due to revaluation of
jnvestments to recoverable amount
Expenses booked due to providing for
radundancy costs

Expenses booked due to revaluation of
PPEF to recoverable amounts

Net Loss Attributable to Restating
Acvounts at Recoverable Amount

1,708,099 1,708,099
104,718 - 104,718 “

1,529,247} _ {1,529,247)
(175,200} . {175,200) “
12 (13,399,332} {2,699,394) -

. (11,562,430)

{287,063 ‘ 1287,063)
(267,000} . {267,000) -
{13,H36,026) . (14,707,517 -
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CTI Communications Limited Notes to and Forming Part of the

5.

(a)

(b)

Finaneial Statements
Cansolidated Company
Nete 2061 2000 2001 2000
§ 5 5 $

income Tax
The prima facie tax operating results differs from the income tax provided in the financial
staterments as follows:

Prima facie income tax (benefit) from
ardinary activities calculated at 34% {2000:

36%) {5,732,225) 260,562 {4,930,810) 106,552
Add iax effect of:
non-deductible write-off purchased
goodwill 4,087,100 123,545 804,818 §23,545
non-deductible write-off of investment - - 1,468,729 -
other non-atlowable ikeins - 7,160 28,997 1,476

adjustment o future fncome tax bepefit

and provision for deferred income tax for

change in company tax rate te 30% (2000

34%) 15,847 8,015 - {5,814)
|ess tax effect of:

adjustmant to future income tax benefit

ard provision for deferred income tax for
change in company tax rake ta 30% (2000

4%} {14,357) (8,464} - -
Future income tax benefits not bought to
account 1,384,514 - b43,286

jncome tax expense {henefit) attributable to
operating prafit and before income tax {129,931} 195,117 - 233,352

Deferred Tax Assets and Liabilities

Current tax payable 23 176 324,706 131,512 237,381

Provisicn for deferred income {ax - non-cument - 143,886 - -
ZH 178 468672 134,512 237,381

Beferred tax assels 112 858 58,338 - 30,342

Income Tax Losses

Future income tax benefits arising from tax losses of the consolidated entity are not brought to
account at balance date as realisation of the benefit is not regarded as virtually certain.

Future income tax benefit will only be obtained if:

. Future assessable income is derived of a nature and of an amount sufficient to enable
each benefit to be realised;

. the conditions of deductibility ¥mposed by tax legislation continue to be complied with;
and

. no changes in tax legislation adversely affect the consolidated entity in realising the
benefit,
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CTI Communications Limited

Notes to and Forming Part of the

Financial Btatementis

&,

(a)

Consolidated Company
Hote 2061 2000 2001 200
§ $ § 5
Cash
Cash at bank 70,133 3,034 Bo% 15,546 2,534,661
‘Term dapaslt 88,373 - . -
Total Cash 18], 766 3,024,809 15,540 2,534,661
Receivables
Trada debtors 4,671,243 #,433,325 1,433,713 989,526
¢ther debtors 160,508 Zii 400 100, 0 100, 281
Amounts recetvable from:
whoily owned subsidiaries . - - 481,311
Orher ratated parties - 48,5805 - -
rector related #ntities - 16,600 - 16,000
Totat Recelvable EWELNLT FXTERYIE 1,583,713 1,587,108
Foreign Currency Receivable
Cureent receivables not effectively hedyped:
United States Doltars 433,615 - 1,140, 0%6 -
inventory
Inventary - Work in Progress 123,244 291,600 - 291,600
tess: Provision for inventory (98,048} - - -
Total Inventory 75,196 797,601 - 299,600
Other Assets
Deferred maintenanes expantitrs 525,781 352,112 .
Degferrad trafning expenditure 83,333 - - -
FrEpaymenis £ 886 255,50 - 274,411
BB, 200 B47 B26 174,411
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CTI Communications Limited Notes to and Forming Part of the

Financial Statements
Consolidated Company
Note 2om 2000 2001 2000
] 3 § $
10, Property Plant and Equipment
Propesty
Leaseheld improvements at realizable value
{2008k cost} 42,003 136,568 - 34,885
Acrumtaied amortisation {14,008 {13,149} . £10,149]
Total leasehald fmpro ts g0 126,739 < BA4,736
Plant and Equipment
Flant, hardware and Other equipment at
realisabie value {2000: cost) 6,260 53,187 186,240 175,685
Accumuiated depreclation - {83,780} B 32, 119)
Total Plant, Rardware and Other
Equipment 6, 260 170,387 168,260 142,766
Cffine fumiture and fixtures at reallsable
value {2008: cost) 234,096 100.%39 3,740 53,76
Accumudated depreciation (113,517] {29,952} - 4,047}
Toint furniture and fixtures 126,570 8,597 3,440 49,269
Kotor vahicles st reatisable value 2080:
cost} 0,776 13,596 -
Accormutated deprectation (78,3374 £, 708 -
Total Motar Vehictes 1,645 F[EECE -
TFotal Plant and Equipment 28K,488 331,272 110,008 192,033
Fotat Property Mant and Equipment 316,6M 478,011 110,008 Lo
(a} Property Plant and Fguipment
1 fintd impro t
Carrving vatue t beginning of period 126,735 84,736
Asmartisation during the pariod {29,094) {5,531}
Write down 0 reatizable value 169,642) {69,642}
28,043 .
Piant hardware and ather equipment
Carrying vatue at beginning of period 170,387 142,766
Additions 168,350 196,011
Amortisztion during the period {145,233} {149,232}
Weite dovn to reatisable velue (83,284} 83,284
6,260 1k, 260
Office furnlture and fixtures
Careying vatue ab beainning of perfod 70,9597 49,247
Additiang 133,107 73,482
Amuortisstion dering the pariod £3,155) {4,937}
Write down to reatisable value (53,370} {114,743
120,570 Y, 730
Mator vehlelos
Carrying vatue at beginning of period 109,568 -
additions o372,.526G -
Ampriisztion gurfag the period (40, 155) -
writien down to recoverable amount {68, 704) v
61,649 -
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CTI Communications Limited Notes to and Forming Part of the
Financizl Statements

Consolidated . Company
Note anm 2000 it 000
$ ] $ 5
11. investments
Subsidizries at cost - - 12,362,430 12,352,430
| ess: Write down - . {11,562,430) .
Tetal Investments - - 3, B0 13,3483 430

{a) Interests in Subsidiaries

The following are entities controlled by the Company as at 3C June 2001, these entities have
been included in the consclidated accounts of the Economic Entity. The financial year end of
the controlled entities is the same as that of the Company.

Country of Ordinary shares held by  Ordinary shares held
Name
Incorporakitn vonsclidated entity by parent entity
2001 2000 20m 2000
% % $ 5
Planwall Pty Limited Auskralia 100 186 t 1
TCG Maga Systems Pty Limited Australia 100 106 ] 1
ShareCall Card Technologies Pty Limited Australia 100 100 t 1
12. Intangible Assets
Research nod Developrment at cost 47%, 368 474,368 .
Less: Written off 474,368 - . .
- A7, 308 - -
Gondwill Ak cast 14,713,513 12,759,637 2,796,399 343,516
Less: accwmulated amortisation A7, E50 82,000 LR g 129
Lazs: Written off 13,396,332 - 2,699,304 343,181
Total Intangihies 1,044,929 12,653,005 . .
13. Payabies
Linsecured Eiabilities
Trade craditors 4,938,350 3,72 167 2,30%,619 2,101,396
sundry creditars 488,877 463,279 192,806 244,182
Amounts payabls to:
fther related parties - - - 65,400
Birector related entities 31,000 17,497 - -
Totsl Payable 4,748,227 3,269,543 2 418,425 2,452 478
(a) Foreign Currency Payables
Corrent lalilivies not effeckively hedged:
United States Dollars 2,381,859 1,340,540 1,056,651 637,182
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CTI Comumunications Limited

Notes to and Forming Part of the

Financial Statements
Copsolidated Comparry
Note 2001 000 2081 2000
5 5 5 §

14. Borrowings

Current

Unsecured Habilivles - Director related ent}'Ly . " 160,008 - 160, 8K}

Lease and Hire Furchase lizhitities secured 577 27 069 .

Non-Current

Lease and Hire Purchase liabiities secured . 167,219 .

Drector relatad entitiss - - - -

Total Payable 74,577 134,988 - 160,068

Hire purchase and leased assefs are provided as security for those hire purchass and lease
agreements,

15. Provisions

Current

Employss Entilemants 554,561 113,462 438,543 77,610

Hon-Current.

Employes Entitiements - 1%,BI7 - -

Total Provisions 554,561 125,989 438,593 77,810
14. Other Liabilities

inceme in advance 1,441,655 1,253,301 - -

Fotal Payable 1,441,855 250, 30 T -
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CTI Communications Limited Notes to and Forming Part of the

Financial Statements
Consolidated Company
Note 2001 2000 2001 2000
$ ) § §
17. Contributed Equity
Padd-ups Capital
29,963,580 {2000 - 28,469,580} fully pald
ordinary shares 15,658,363 14,118,656 15,658,563 14,118,656
(a) Issued Capital
2001 2000
Hoke MNumbar of shares 4 Humber of shares $
At the bepinning of the financial year - 28,489, 580 14,118,656 BOG 8
Shares issued during the yoar;
fastsed for the acquisition of the telephony
business from Trilogy Business Systems Pry
Lid I 3,500,080 1,500,008
Issted to existing shareholders 14,000,000 160,400
" Jamsed for the acaqsition of TCG Maga
Systarns Pty Lid 7,000,000 5,740,080
Issued for the acquisition of Planwalt Pry
Lt 3 400,000 3,400,000
400,000 issued for the 3cquisition of 50% of
ShareCall Technologies Fey Lid A0 000 400,000
fssued bo smployees and ey advisers 1,938,480 22,135
issugd to the publie in terms of a
Prospectus dated 28 April 2000 5,733,300 5,730,300
Public share {ssue {costs}f refund Kt R erd (1,273,787}
At the end of the Brancial year - 79,964,550 15,658,563 78,454,560 14,118,656
i - On 3 July 2001 1,500,000 shares were issued as part consideration for the acquisition of the
telephony business division from Trilogy Business Systems Pty Lid.
b} Terms and Conditions of Contributed Equity

Share Options

The Company had established an employee share option plan (Old ESOP) which was replaced
by a new employee share option plan {New ESOP} on 22 February 2002, All employees were
entitled to participate in the Old ESOP as selected by the board and all options issued under
the Old ESOP have since expired. No options have been issued under the New ESOP.

Participants who were granted options under the Old ESOP were entitled to exercise one-third
after 12 months, further one-third after 24 months and the remaining one-third 36 months
after the grant date, at a price equal to the market price of the shares at the time the options
were granted plus one cent. Share issued upon the exercise of the options will rank pari passu
with all existing ordinary shares of the Company from the date of issue,

The total number of shares that were abie to be issued to employees in respect of which
options have been granted under the Old ESOP and which were not exercised or lapsed were
not at any time to exceed 5% of the Company’s total issued ordinary share capital at that time,

Options carry no right to participate in pro rata issues of securities to shareholders, unless the
aptions are exercised before the record date for determining entitlernents ko the relevant pro
rata issue.
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CTI Communications Limited Notes to and Forming Part of the

Financial S8tatements

18.

19.

Cansolidated Company
2001 2000 2001 000

Note 5 5 § 5

Ordinary Shares

Ordinary shares have the right to receive dividends as declared and, in the event of winding up
the company, te participate in the proceeds from the sale of all surplus assets in proportion to
the number of and amounts paid up on shares held.

Ordinary shares are entitled to one vote, either in person or by proxy, at a meeting of the
company.

Convertible Notes

Convertible notes will participate in any rights issues to ordinary shareholders. Shares issued
pursuant to a conversion of a convertible note shall rank, from the date of issue pari passu with
existing shares in all respects. If the Company is wound up, each convertible note carries the
right to payment of an amount to its face value, in priority to any payment or other
distribution on any security,

Retained Profits/Accumulated Losses

Jpening retalined profits ofl6, 058 INF AN 315,18 387,31
Brofit/ {less) for the period {16,85%,485} 351 667 (16,502,701} 2,627
Divided paid - 115,000 - 115,608
(16,293,420 606,058 (16,187,684 35,Mma
Earnings per Share
2001 2060
cents per Share cents par Share
Basic earnings per share {57.3) 7

Weighted average number of ordipary share on issue used in the calauiation

of hasic sarnings per share 28,957,251 11,140,430

Diluted eamings per share are not shown as the options on issue are deemed not to have a
dilutive effect.
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CTI Communications Limited Notes to and Forming Part of the

Financial Statements

20,

(a)

(b)

()

(d)

Cansolidated Company
200 2004 2001 2060

Note 5 5 s 5

MNotes ta the Statement of Cash Flows

Reconciliation of Cash

For the purpose of the Statement of Cash Flows, cash includes cash on hand and at hank and
short term deposits, at call, 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 itemns in the
Statermnent of Financial Position as follows:

Cash on Hand and at Sanks 150, 76 3,024, 809 15,647 2,534,661
Closing Cash Balance 160,704 3,024,809 15,647 2,534,661

Reconciliation of operating resuit and income tax to the net cash from operating activities

Gperating {loss} after income Tax {15,859 485} 353,667 16,502,781} 42,627
Nen-Cash tems

Amortisation 473,250 89,732 85,658 FiTET
Depreciation 8,637 9,749 160,70 44,505
Rovement, iy texes payable {F3,1% {33,581y {79,327} {1,352}
Creiitors written back (1,708,699} - 1,708,099} -
Hnzamest Income written back {104,718} - 104,718}

Bebtors written of f 1,528,247 - 1,528,247

tnventory written off 173,241 - 175,760

Write off goodwlll 14,238,995 - 3,000,074 -
trvestients weltion off - - 11,582,430

PPREEL written off 57,000 - 267,060

Changes Tn Asset and LizbHitjes

Becrease / (lncrease} in Recelvablos (1,208,433} 2,172,341} 47,335 11,083,157
Increase In prepayments 25,426 647,626} 224,43 {224,437%
Pecrease / {Increase) in fnventories 266,404 £210,8003 291,600 {10,800)
increase In trada creditors and accruals 1,478,684 1,736,236 {34,053} 1,240,457
Increase in Providony 428,072 70,362 350,733 34,510
Other Habilities 131,354 {76,73%) {100,600} 155,742}
Net Cash Flow {used inj Operating Activities 1HRY, 762} {8 71} (789,420 {159,351}

Financing facilities available

At balance date, there were no financing facilities available to the Company.

Non-Cash Financing and Investing Activities

On 3 July 2000 the Company acquired the telephony business division from Trilogy Business
Systemns Pty Ltd for a total consideration of $3.0 million. The consideration was made up of
51.5 million in cash and the issue of 1,500,000 shares.

The assets and liabilities acquired upon this acquisition include:;

5
Debtors 592,397
Inventory 175,280
Loan receivable 57,8959
Property Plant and Equipment 118,045
Goodwilt 2,796,381
Total Assets 3,733,582
Creditors {739,982}
Net Assets 3,600,800
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CTI Communications Limited Notes to and Forming Part of the

Financial Statements
Consolidated Company
2001 2000 201 000
Note s 5 $ $

21, Financial Instruments

The stonomic entity’s accounting polidies, including the terms and conditions of each class of
financial asset, financial Hability and equity instrument, both recognised and unrecognised at
balance date, are as follows:

(a) Financial Assets

Receivables are carried af realisable value, being cost written down o the extent that they are
not subsequently received.

()] Financial Liabilities

Accounts payable, accruals, and provisions have been recorded at the value that they were
subseguently settled for.

(c) Interest Rate Risk

The consolidated entity’s exposure to interest rate risks and the effective interest rates of
financial assets and financial liabilities, both recognised and unrecognised at the balance date,
are as follows:

Financial Total Carrying Amount as ‘:‘:{:m?
Fixed Interest Rate Non-interest Bearing per the Statement of rag
Instruments effective
Financial Posttion
interest rate
2001 2000 2001 2000 2001 2000
200
§ S $ $ 5 3 T 2000%
Financial
assets
Cash 90,573 - 70,133 3,024,809 140,706 1,024,809 2.8% .
Receivables - < 423,75t 1,023,330 4,731,751 2,923,320 NIA 7
Financial 74,577 134,088 . . 74,577 134,985 8.13%  B.13%
liabilities
Accounts 4TARIIT 3,260,543 4,748,227 1,263,541 HIA /A
payable )

(d) Recognised Financial instruments
Cash, cash equivaients, and short term investments
The carrying amount approximates fair value because of their short term to maturity,
Receivables and payables
The carrying amouni approximates recoverable amount.

(e) Credit Risk Exposure

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

Page 26



CTI Communications Limited Notes to and Forming Part of the

Pinancial Statements

22,

23,

24,

25,

26,

Consolidated fompany
2001 2000 20Mm 2000

Note $ ¢ g 5

Remuneration of Directors

ncome pakd or pavable W all

directors af sach entity In the

econnis entity by the entities of 544,071 185,248 . -
which they are directors and any
related parties

Income patd oy payable to all
dirsctors of the parent entity in the
economic entity by the parent entity
and any relaked parties

. . 478,879 144,948

The number of directors of the Company or related entities whose total income falls within the
following bands:
No, Ne. Ng. No.

50 - 59,999 3 - 3
510,800 - 519,999
$30,000 - 539,999
540,000 - 549,999
$110,600 - $119,959
$140,000 - $149,000
5190,800 - $199,000

P T
P
— -
-y

Auditor's Remuneration

Amounts charged and received by the auditors of the Company:

Audit or review of the Financial

Repart of the Entity and any Other 55,000 306,000 55,000 36,400
Entfty in the Consolidated Entity

Dther Services In Relation to the

Entity and zny Other Enkity in the 6,370 0,000 6,370 26,000
Consotidated Fniity

Tutal 61,370 50,000 61,37 50,000

Amounts relating to the above fees

nat paid due to the administration 45,091 16,543 4,09 16,843

Tokal Paid 16,279 33,157 16,419 33,157

Segment Information

During the year, the Company and its controlled entities operated primarily in the
telecommunications industry and in Australia,

Contingent Liabilities

At balance date legal action had heen instigated against the Company, subsequently, the
parties to the claim decided not to further the action.

Due to the execution of the DOCA subsequent to balance date, it is expected that no other
contingent liab#ities exist.

Related Party Disclosures

The directors of CTI during the financial year were: Mr Michael Barraclough, Mr Peter Fritz, Mr
David Beddall, Mr Godfrey Franz and Mr Bryan Curtin.
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CTI Communications Limited Notes to and Forming Part of the

(a)

(b)

Financial Statements
Consofidated Company
Note 2004 oo 2001 2600
] $ 5 §

The directors of CT] as at the date of the Directors’ Report are Mr Paul Hardie, Mr Jon
O'Callaghan and Mr Mark Sumich,

Transactions with Director Related Entities:

Transactions with companies related o or associated with Mr Peter Fritz

Kambalda Pty L 7,472 45,000 7,072 45,000
TLG Graphit Desien Pry Lid - 86,035 - 86,035
TLG Infarmation Systems Pty Limited - 1,51 - 1,511
Technical Computing & Graphics Pty 145,507 104,340 145,607 104,850
Limited

TLG Systerns Automnation Pty Limited . 30,000 - 30,000

Transactions with companies refated to or associated with Mr John Michael Barraclough and Peter Fritz

CusFomer Connections Awstralia Pty . 57,380 . 97,880

Limnited

TG POS Pry Limited - 266,884 - 266,884
Transactions with companies refated to or associated with Mr John Michael Barraclough

Hanifile Pty Limited - 105,858 “ 100,000
Transactions with companies related to or assoclated with Mr David Beddalt

David Beddalt and Associates Pty Lid 5,500 . 5,500 -
Seed Capital Loan Transactions with compantes related to or associated with Mr Bryan Curtin

Hacart Pty Lid - 100,400 - 100,000

The types of goods and services that CTl purchased:

Transactions with companies related to or associated with Mr Peter Fritz
Kambaldo Pry Led Rentals of commercial office space substantially on commerciat tetins,
TCG Graphic Design Pey Lid Frospectus design, production and printing negotiated on carnmercial terms,
TCG Information Systems Poy Limited  Purchase of computer software at list price.

Technical Computing & Graphics Pty Secretarial, administration financiat copsulting and accounting services provided
Limited during the year.

Research and development consultancy subiect to an agreement ending on 28 Juneg
FHID,

Transactions with comparizs related to or associated with Mr John Michae] Barraclough and Feter Fritz

Customer Connections Austrmlia Pty
Limited

TCG Systems Automation Pty Limited

Furchase of Fxed assets and call eentre distler system at dirgctors’ valuation,

Consultancy and corporate advice for pubtic float, prospectus and underwriting on
terms zareed between the then directors,

TCG POS Pty Limited
Transactions with companies related to or associated with Mr John Michae! Barraclough

Managemant consulkancy for management services and considtancy for research and
development substantially on commercial terms.

Hanifile Pty Limited
Transactions with companies related Lo or associated with Mr David Beddal]
David Beddall and Associates Pey Ltd Consultancy and advice provided to the Company

Seed Capital Lean Trensactions with compinies related to or associatad with Mr Bryan Curtin
Seed capital loan tn fund the costs of fleat, underwriting and public listing program

Mecart Pty Ltd negotiated at arms length on commerclal tarms.
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CTI Communications Limited Notes to and Forming Part of the

Financial Statements

Consolidated Eampany
Note 2001 2000 2001 2000
$ $ 5 ]
©) Interests in the Company Heid by the Directors and their Director-Related Entities are as
follows:
Ordinary Shares Dptions
Name of Director 2001 20600 20014 2000
M Barraclough 7,333,733 7,333,733 500,000 500,000
P Fritz 7,000,400 9,667,067 500,000 500,000
B Curtin 1,069,392 1,069,392 1,138,784 1,138,784
D Beddall 274,696 274,696
G Franz 198,000 198,000 666,667 1,000,000
333,333 of Mr G Franz’s options expired during the year.
{dj Transactiens with whoily owned group
Companies within the wholly owned group entered into the following related party
transactions:
. lending of money on interest free terms; and
» management fee charged for the provision of management services to wholly owned
subsidiaries.
27. Events Subsequent fo Balance Date

On 8 October 2001, CTl was placed into voluntary administration (Administration).

As a part of the Administration, Planwell Pty Ltd (100% owned subsidiary as at balance date)
and a significant proportion of the Company’s property plant and equipment were sold to Bryan
Curtin (Chairman of CT1 at balance date) and Mathew Barnier (a Director of Planwell Pty Lid at
balance date) for a total consideration of $900,000. Other property plant and equipment and
CTPs share of its Call Centre business were sold for $12,798.

On 20 December 2001, C71 entered into a deed of company arrangement (DOCA) with the aim
of being removed from administration and then being re-structured, re-capitalised and
re-quoted on ASX {Re-organisation), resulting in the following events occcurring on or before
settlernent of the DOCA tbeing 1 March 2002):

» CT1 was provided with a $450,000 debt facility to satisfy the claims of creditors and
remove CTE from Administration;

» The incumbent hoard of directors resigned and were replaced by Mr Paul Hardie, Mr
Jon Q'Callaghan and My Mark Sumich; and

» The Company was released from Administration.

Subsequent to settlement of the DOCA, the following events have also occurred {(as approved
by shareholders on 22 February 2002}

. on 4 March 2002, the issued capital of the Company was consolidated on a 1 for 15
basis, reducing the total number of shares on issue (at that time)} to 1,998,193 shares.
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CTI Communications Limited Notes to and Forming Part of the

Financial Statements
Consolidated Company
Note 2004 2008 2001 2000
$ ] § 5
. the maximum annual aggregate fees payable to directors {as directors) was set at the

product of $24,000 multiplied by the weighted average number of directors for that
year, plus an additional $6,000 per annum for the Chairman.

. on 15 March 2002, the Company issued the following securities in consideration for the
co-ordination and refinancing of the Re-organisation:
i) 4,500,000 ordinary shares;
ii) 4,500,000 convertible notes;
iii) 5,500,000 options expiring on 30 June 2006 exercisable at b cents if exercised on
or before 30 June 2004 or 10 cents if exercised after 30 June 2004; and
V) 3,000,000 preference shares.
. on 15 March 2002, the Company issued 100,000 options expiring on 30 June 2006

{exercisable at 5 cents if exercised on ar before 30 June 2004 or 10 cents if exercised
after 30 June 2004} to each of Mr Paul Hardie and Mr Mark Sumich,

On 25 March 2002, the Company {odged a prospectus for the offer of up to 7.5 million Parcels
at 25 cents each (with each Parcel comprised of 2 Shares at 10 cents each and 1 Option at §
cents each) to raise up to $1,875,000 {Re-Capitalisation). The minimum subscription for the
offer has been set at 5 million Parcels and the offer received shareholder approval on 22
February 2002,

As a resuls of Administration and the realisation of assets and liabilities at recoverable amount,
the financial statements for the period ending 30 June 2001 have been adjusted to reflect their
realisable value. The assets of the Company have been written down to values at which they
were subsequently realised and liabilities have been adjusted teo values in which they were
settled for. The net result of these adjustments has caused a loss of §14,151,698 to be taken
to the Statement of Financial Performance for the period ending 30 June 2001, The Statement
of Financial Performance provides more detail as to the specific adjustments made to restate
the accounts at realisable value.
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DIRECTORS’ DECLARATION

in accordance with a resolution of the directors of CTI Communication Limited, | state that in the
opinion of the directors:

aj the financial statements and notes of the Company and of the consolidated entity are in
accordance with the Corporations Act 2001, including:

. giving a true and fair view of the Company and of the censolidated entity’s financiat
position as at 30 June 2001 and of their performance for the year ended on that date;
and

» complying with Accounting Standards and the Corporations Regulations 2001; and

b) subject to completing the Re-Capitalisation referred to in Note 27 of the Financial Statements,
there are reasonable grounds to believe that the Company will be able to pay its debts as and
when they fall due,

On behalf of the Board:

7 o

Paul Hardie
Chairman

Signed at Perth on 17 May 2002
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TOTHE MEMBERS OF CTT COMMUNICATIONS LIMITED
Tal: &1 2 9251 4100

Seope Fax: 512 92409821

. . . . . . . www.phti.cont.au
We have audited Lhe financial repert of CTI Communications Timited for the
{inancial year ended 30 June 2601 as sct oul on pages 9 to 32, Ll k. it Ty torcadares

Sl i,y iesen | waded Heh
Fiatandmnat Tamdiada A | T RIS

The finoncial report fneludos the consolidated Foancial staiements of the
consulidaled enlity comprizing the compuny and the enlifipy il controlled at the
s’ & orud or frewmy diton It dueing 1l foancial yesr The company®s divesinrs
nee raspangibla for ihe Onenelal report. We have condoeled an independent andit
of {his [inancial report In order 1o cxpress an opinion on it to the members of the
CONTPBNY.

Our audil has been condected in accordance with Austenlian Aundiling Standards
to provide reasonable assurance whethor the fnancial report is free of material
miss(atement. Our procedures included oxamination, on & test basis, of evidence
supporting the amounts ond other disclosures in the financinl reporl, and the
evifttion of accounting policies and sipoificant aceounting eslimates, These
procedures have been undertaken to form an opinion whether, In all material
respeets, the financial reporl is presonted fairly in accordance with Accounting
Standards and other mandatory professional reporting requirements and statutory
requirements so as to present a view which is consisient wifly our understanding of
the company’s and eongolidated entity’s finuncial posilion, and performance as
represented by the results of thelr operntions and their cash flows,

The nudit opinion exptessed in this report has been formed on the above basis.
Aundit Opinion o

In our opinion, e fnancial report of CTI Communicntions Timited is in
aceandance wilh:
. Ihe Carporations Aet 2001, including:

i, piving a lnue and i view of the compony’s and consolidated
enfity’s financial position as at 30 June 2001 amd of iheir
performanee for the year ended on that date; and

il complyiny wilh Accounting Standards and the Comporafion
Repulations; and

b. other mandatory professional reporiing requircments,

A Mew South Wales Partnership
L FE L] Anedit Repard 2001
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Baxis of Preparation of Finnneial Stafements

Without qualification to the opinjon exprossed above, aftention is deawn fo the
following mailers:

As indicatod in Naote 1 to the financial statements, the finaneisl statements
have beew prepared on a realisable vahue basis, rather than o guing coneem
basts, The company was placed in voluniary administration on § Octoboer
2001, and enfered inte a doeed of company amsngement (DOCA)Y on 20
Dugernber 2001, As a rosult of the DOCA, adjuslmunts have been made
relnting {o the recoverability and elagsification of recorded asset amounts, and
1 the amounts and elassificstion of liabilitics, to rellect the fact that the
sonpany oy realised its nssels and extinguisbed its Habilites other than in the
anml course of hnginess.

As indieated in the Diroeiory’ Declaration, and in Note 27 to the fnancial
slutements, the company has issued » prospectus for the porposes of raising
capital, and (he ro-caphalisation of the company. The company’s dirceiors
havee determaingd that the company will only be able 1o pay o debto as and
when they [all dug, if the ro-capitalisation is completed.

PKF

PEEF
Chariered Aceannianis
A New South Wales Parinership

Adeian P Whilin

/féawwgzzv

Pate: 17 May 2002
Bydney
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