Appendix 4D

MGM WIRELESS LIMITED
ABN 93 091 351 530

Half-year Report
31 December 2004

{Previous corresponding period: 31 December 2003}

Results for announcement to the market

Rule 4,203

6 months
ended
31 Dec 2004
Financial Results $
Revenue from ordinary activities up 274% 1o 476,487
Profit {loss) from ordinary aclivities after tax atfributable  down 7.8% fo {332,025)
to members
Net profit {loss) for the period atiributable to members down 7.8% fo {332,025)
Cividends Amount per Franked amount
Ordinary Security per security
2005 interim dividend Nil Nil
2004 fina! dividend Nil Nit
It is noi proposed to pay a dividend.
Record date for determining entiflements to the 2004 inferim dividends N/A

Net Tangible Asset Backing

3 December 2004

31 December 2603

Net tangible asset backing per ordinary security

0.5 cps

0.5 cps

Other expianatory notes

Control gained or lost over entities during the period

Name of entity

Date of gaining control

Distributions to shareholders

N/A




Dividend reinvestment plan details N/A

Jeint venture and associate details N/A
Foreign entities accounting standards used N/A

The information required by listing rule 4.2A is contained in both this Appendix 4D and the
attached haif-year report. This half-year report does not inciude notes of the fype normally
included in an annual financial report and should be read in conjunction with the 2004 annual
finaneial report.
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MGM WIRELESS LIMITED
DIRECTORS' REPORT

Your directors submit their report for the half-year ended 31 December 2004,
DIRECTORS
The names of the company’s directors in office during the half-year and until the date of this report are:

Mark Fortunatow
Mark E Hurd
Richard 8 Sciano

Directors were in office for this entire period unless otherwise stated. Half Yearly Revenues

REVIEW OF OPERATIONS

FG00,000

The company is pieased {o report sales improved by 274% to
$476,487 as compared fo $127,259 for the same period a year ago. 4500000
Working capital improved 72% to $787,771 as compared to $456,059

for the same period a year ago. £400,000

Cash holdings grew 77% to $867,328 as compared to $376,604 for <300.000
the same period a year ago. '
EBITA {deducting the issue of shares in lieu of fees} was a nel 1oss of $200,000
$83,545 for the period, an improvement of 160% from $ 243,420 for

the same period a year ago. 100000
The consolidated net loss after income tax of the consclidated entity for

the half-year was $332,025 {previous corresponding period: $308,036). %

July - Dec Jdan - Juna July - Dec
2003 2004 2004

Depreciation charges were up 56 % fo $100,480 as compared to
$64,607 for the same period a year ago.

During the period, shareholders approved an issue of shares in lieu of fees to the value of $138,000.

As previously reported, during the period, the number of schools that have now licensed MSGU
surpassed 100,

AUDITOR'S BECLARATION OF INDEPENDENCE

A copy of the auditor's independence declaration as required under section 307C of the Corporations
Act 2001 in refation o the review for the haif-year ended 31 December 2004 is set out on page 12.

Signed in accordance with a resolution of the directors.

M Fortunatow, Director
Adelaide, 28 February 2005



MGM WIRELESS LIMITED
STATEMENT OF FINANCIAL PERFORMANCE

For the half-year ended 31 December 2004

Revenues from ordinary activities

Cost of sales

Bad and doubtfui debts

Depreciation and amortisation expense

Sales expenses

Consulfing expenses

Corporate and adminisiration expenses

Employee benefit expenses

Merger and acquisition expenses

Loss from ordinary activities before income tax
expense

Income tax expense relating to ordinary activities
Loss from ordinary activities affer income tax expense

Share issue cosis

Increase in option premium reserve

Total revenues, expenses and valuation adjustments
attributable to members of MGM Wireless Limited and
recognised directly in equity

Totai changes in equity other than those resulting from
fransactions with owners as owners

Basic loss per share {cents per share)

Diluted loss per share (cents per share}

Consolidated

Consolidated

6 Months 6 Months
Ended Ended
31 December 31 December
2004 2003
$ $
A76 487 127 258
{55,200} {3,704)
{5,528) -
(100,480} {64,607}
(106,479 -
{70,551} {22.648)
(111,685 {100,030
(358,579 {71,475)
- {172,831}
(332,025 {308,038)
{332,025} {308.038)
{15,581} -
5740 -
{9.841) -
{341,866} {308.038)
{0.25) (0.26)
{0.25) (0.26)

The accompanying notes form part of these financiat statements



MGM WIRELESS LIMITED

STATEMENT OF FINANCIAL POSITION

CURRENT ASSETS
Cash assets
Receivables
Other

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Property, plant and equipment
intangible assets

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES
Payables
Provisions

TOTAL CURRENT LIABILITIES
TOTAL LIABILITIES

NET ASSETS

EQUITY
Confributed equity
Reserves
Accumulated losses

TOTAL EQUITY

As at 31 December 2004

Consolidated

Consolidated

31 December 36 June
2004 2004

$ $
667,326 378,760
223179 155,163
5155 548
895 660 534 471
82,304 88,681
502,900 683 700
885,204 782,381
1,580,864 1,316,852
100,388 70,012
7.500 7,500
107,888 77,512
107,888 77,512
1,472,975 1,239,340
4,291 583 3,731,664
5740 -
(2. 824 348} {2,492 324}
1,472,975 1,239,340

The accompanying notes form part of these financiat statements




MGM WIRELESS LIMITED
STATEMENT OF CASH FLOWS

For the half-year ended 31 December 2004

Consolidated

Consolidated

6 Months 6 Months
Ended Ended
3% December 31 December
2004 2003
$ $

CASH FLOWS FROM CPERATING ACTIVITIES

Receipis from customers 398,363 30,277

Payments to suppliers and employees {838,733 (328,347}

interest received 3,580 12,558
Net cash used in operating activities {135,780) (285,512)
CASH FLOWS FRONM INVESTING ACTIVITIES

Payments for plant and equipment {3,303) {2,950)

Net cash on acquisition of controlied eniity - 1,000
Net cash used in investing activities {3,303) {1,950}
CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issue of shares 437,500 -

Expenses of share issue {9,841) -

Repayment of borrowings - {40,000}
Net cash provided by / {used in) financing activities 427 659 {40,000}
Net increase / (decrease) in cash heild 288,566 {327,462}
Cash at beginning of the financial period 378,760 704,066
Cash at the end of the financial period 867,326 376,604

The accompanying notes form part of these financial statements




MGM WIRELESS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

For the haif-year ended 31 December 2004

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT

The half-year financial report does not include all notes of the type normally included within the annual
financial report and therefore cannot be expected to provide as full an understanding of the financial
performance, financial position and financing and investing activities of the consolidated entity as the full
financial report.

The half-year financial report should be read in conjunction with the Annual Financial Report as at 30 June
2004. 1t is also recommended that the half-year financial report be considered together with any public
announcements made by the consolidated entity during the half-year ended 31 December 2004 in
accordance with the continuous disclosure obligations arising under the Corporations Act 2001,

{a) Basis of accounting

The half-year financial report is a general purpose financial report, which have been prepared in
accordance with the requirements of the Corporations Act 2001, applicable Accounting Standards
including AASB 1029. Interim Financial Reporting and other mandatory professional reporting
requirements (Urgent Issues Group Consensus Views).

The accounting policies have been consistently applied by the entities in the consolidated eniity and are
consistent with those of the previous financial year.

For the purpose of preparing the half-year consolidated report, the half-year has been treated as a discrete
reporting period.

{by  Impact of Infernational Accounting Standards

Australia is currently preparing for the introduction of international Financial Reporting Standards (IFRS)
effective for financial years commencing 1 January 2005, This requires the production of accounting data
for future comparative purposes at the beginning of the current financial year, being 1 July 2004. The
adoption of Australian equivalents o IFRS will be first reflected in the consolidated entity’'s financial
statements for the half-year ending 31 December 2005 and the year ending 30 June 2008.

The Company’s Board of Directors, along with its auditors, are continuing to assess the significance of
these changes and prepare for their implementation. This process involves evaluating the key differences
in accounting policies and their financial impact, and identifying the changes to the company’s financial
reporting systems.

Set out below are the key areas where accounting policies will change and may have an impact on the
financial report of the Company. At this stage the Company has not been able fo reliably quantify the
impacts on the financial report.



MGM WIRELESS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

For the half-year ended 31 December 2004

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT (Cont.)

internally Generafed Brands

Under AASB 138 Intangible Assets, infernally generated brands may not be capitalised fo the Statement
of Financial Posifion, but should be expensed in the period in which they are incurred. Current accounting
policy is to capitalise these costs and amortise them over the period in which their benefit is expected fo be
realised. The result of this change will be to derecognise the patents and trademarks that currenily are
recorded as intangible assets, with an adjustment being made fo opening retained earnings.

Research and Development Expenditure

Under AASE 138: Intangible Assets further requires that costs associated with research be expensed in
the period in which they are incurred. In terms of current policy, research costs are capialised o the
Statement of Financial Position where it is expected beyond any reasonable doubt that sufficient future
penefits will be derived and amortise them over the period in which their benefit is expected o be realised.

Classification of Financial instruments

Under AASB 139: Financial Instruments - Recognition and Measurement, financial instrumenis will be
required fo be classified into one ¢of five categories which will, in turn, determine the accounting freatment
of the item. The classifications are loans and receivables — measured at amortised costs, held to maturity
- measured at amortised cost, held for trading -~ measured at fair value with fair value changes charged to
net profit or loss, available for sale — measured at fair value with fair changes taken equity and non-trading
liabilities — measured at amortised cost. This will result in a change in the current accounting policy that
does not classify financial instruments. The future financial effect of this change in accounting policy is not
yet known as the classification and measurement process has not yvet been fully completed.

impairment of Asseis

Under AASE 136 Impairment of Assets the recoverable amount of an asset is determined as the higher of
the net selling price and value in use. This will result in & change in the consoclidated entity’s current
accounting policy which determines the recoverable amount of an asset on the basis of net cash flows.
Under the new policy it is likely that impairment of assets will be recognised sooner and that the amount of
write-downs will be greater. Reliable estimation of the fuiure financial effects of this change in accounting
policy is impracticable because the conditions under which impairment will be assessed are not yet Known.

Share-based payments

Under AASB 2: Share-based Paymentis, the company will be required to determine the fair value of options
issued to employees as remuneration and recognise an expense in the Statement of Financial
Performance. This standard is not limited {0 options and also extends to other forms of equity-based
remuneration. If applies to all share-based payments issued after 7 November 2002 which have not
vested as at 1 January 2005 Reliable estimation of the future financial effects of this change in
accounting policy is impracticable as the details of future equity-bases remuneration plans are unknown.

fncome taxes

Under AASB 112! Incomes Taxes, the company will be required to use a balance sheet liability method which
focuses on the tax effects of transactions and cther events that affect amounts recognised in either the
Statement of Financial Position or a tax-based balance sheel it is not expected that there will be any further
material impact as a result of adoption of this standard.



MGM WIRELESS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

For the half-year ended 31 December 2004

31 December 30 June
2004 2004

$ $
2. CONTRIBUTED EQUITY
issued Capital
Ordinary shares — fully paid 4291583 3731664
Movement in ordinary shares on issue Number $
Balance at beginning of period 132,301,680 3,731,664
Cash issue at 2.5 cenis 17,500,000 437,500
Issue in lieu of fees at 2.5 cents 5,520,600 138,000
Share transaction cosis - {15,581)
Balance at end of period 155,321,680 4,281,583

3. NON CASH FINANCING AND INVESTING ACTIVITIES
During the financial period, the company issued 2,000,000 unlisted options exercisable at 3 cents per option

with an aggregate fair value of $5,740 in satisfaction of share placement fees. These share transaction costs
are not reflected in the Statement of Cash Flows.

4. SEGMENT INFORMATION

The company operates predominantly in one business segment, being the provision of business messaging
solutions and infernet related services and in one geographic region, namely Ausiralia.

5. CONTINGENT LIABILITIES

There has been no change in contingent kabilities since the tast annual reporting date.

6. EVENTS SUBSEQUENT TO REPORTING DATE

There are nc matter or circumstances which have arisen since the end of the haif-year which significantly

affected or may significanily affect the operations of the consolidated entity, the resulis of those operations, or
the state of affairs of the consolidated entity in subsequent financiat periods.



MGM WIRELESS LIMITED

DIRECTORS’ DECLARATION

The directors of the company declare that:

1) The financial statements and notes set cut on pages 3 to 8 are in accordance with the Corporations
Act 2001 and:

{a) comply with the Accounting Standard AASB 1029: Interim Financial Reporting and the
Comorations Reguiations 2001;

{b} give a true and fair view of the company’s financial posifion as at 31 December 2004 and of
its performance, as represented by the resulis of its operations and cash flows for the half-
year ended 31 December 2004,

2) At the date of this statement there are reasonable grounds to believe that the company will be able fo
pay its debts when they become due and payable.

This statement is made in accordance with a resolution of the Board of Directors.

N7 AL —
b E .ﬁ.fﬁ«’

M Fortunatow
Director

Adelaide, 28 February 2005

i



RSM Bird Cameron Partners

Chartered Accountanis
8 5t Georges Terrace Perth WA 5000
GPO Box R1253 Perth WA 5844
T +81 8 9261 2100 ¥ +61 8 9261 8101
WA PEFTH O B
INDEPENDENT REVIEW REPORT
TO THE MEMBERS OF
MGM WIRELESS LIMITED
Seope

The financial report and directors ' responsibility

The financial report comprises the statement of financial position, statement of financial performance, statement
of cash flows, accompanying notes 1o the financial statements, and the directors’ declaration for MGM Wireless
Limited {the consolidated entity} for the half-year ended 31 December 2004. The consolidated entity comprises
both MGM Wireless Limited (the Company} and the entities it controlled during the half-year.

The dicectors of the Company are responsible for the preparation and true and fair presentation of the financial
report in accordance with the Corporations Act 2061, This includes the responsibility for the maintenance of
adequate accounting records and internal controls that are designed to prevent and detect fraud and error and for
the accounting policies and accounting estimates inherent in the financial report.

Review Qpp!‘{}&()}?

We conducted an independent review in order for the Company to lodge the financial report with the Australian
Securities and [ovestments Commission. Our review was conducted in accordance with Australian Auditing
Standards applicable to review engagements.

We performed procedures in order to state whether on the basis of the procedures deseribed anything has come
1o our attention that would indicate the financial report does not present fairly, in accordance with the
Corporations Act 2001, Accounting Standard AASB 1629: Interim Financial Reporting and othier mandatory
financial reporting requirements in Ausiralia, a view which is consistent with our understanding of the
consolidated entity’s financial position and ol its performance as represented by the results of its operations and
cash flows.

We formed our statement on the basis of the review procedures performed, which were limited primarily to:
. Inquiries of company personnel; and
» Analytical procedures applied to the financial data.

While we considered the effectiveness of management’s internal coatrols over financial reporting when
determining the nature and extent of our procedures, our review was not designed to provide assurance on
internal controls.

The procedures do not provide all the evidence that would be requiced in an audit, thus the level of assurance is
less than given in an audit. We have not pecformed an aodit, and accordingly, we do not express an audit
opinion.

31

‘Liabiléy is fimited by the Accountants’ tajor Clfices in: R3M Bird Cameron Pariners is an
Seheme pursuant to the NSW Perth, Sydney, Melbourne, independent membet firm of RSM
Professional Standards Act 1904’ hdelaide and Canberra frternational, an affiliation of independent

ABN 36 965 185 036 aceolnting and consulting firms.




A review cannot guarantee that all material misstatements have been detected.

Independence

In conducting our review, we followed applicable independence requirements of Australian professional ethical
pronouncements and the Corporations Act 2001, We have given to the directors of the Company, a written
Auditor’s Independence Declaration {a copy of which is included in the Directors™ Report).

Statement

Based on our review, which is not an audit, we have not become aware of any matter that makes us believe that
the hall-year financial report of MGM Wireless Limited is not in accordance with:

{a) the Corporations Act 2001, including:

{i} giving a true and fair view of MGM Wireless Limited’s linancial position as at 31 December
20604 and of 1ts performance for the half-year ended on that date; and

{i) complying with Accounting Standard AASB 1029 Interim Financial Reporting and the
Corporations Regulations 2061 ; and

{b) other mandatory professional reporting requirements in Australia.

RSM BIRD CAMERON PARTNERS
Chartered Accountants

Perth, WA sccuprrr
Dated: 28 February 2005 Partner



RSM Bird Cameron Partners

Chartered Accountanis.

B &t Georges Terrace Ferth WA 8300
GEG Box R1253 Perth Wh 5844

T+51 88261 8102 F +81 8 9281 9101
Wi TSR Carn.

AUDITOR’S INDEPENDENCE DECLARATION

TO THE DIRECTORS OF MGM WIRELESS LIMITED

in relation to our review of the interim financial report of MGM Wireless Limited for the half-year ended
31 December 2004, 1o the best of my knowledge and belief, there have been no contraventions of the auditor
independence requirements of the Corporations Act 2001 or any applicable code of professional conduct,

RSM BIRD CAMERON PARTNERS

Charigred Accountants -

Perth, WA SCCUBHT
Dated: 28 February 2005 Partner
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