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Piguant BLUE LIMITED
ABN 19 104 558 4566

MANAGING DIRECTOR'S REVIEW

Dear Shareholder

The future locks bright for Piguant Blue. In our second year as an ASX-listed company many of the building blocks have
been put into place and are ready to yield significant benefits. Before looking to the future | think it worth considering the
achievements of the Group over such a shiort period.

» Piguant Blue launched its supermarket brand Redisland Australia into the national Australian retailers. In its early
days it appears that Redisland is going to be a really successful brand. Soon it witl have coverage in excess of
90% of the Australian food retall market.

Redistand is now also sold in continental Eurcpe, the USA and Hong Kong.
Piguant Blue's flagship premium brand, njoi has become one of the most awarded olive ofl brands and is
emerging as the dominant gourmet product in its class.

« A domestic sales force is in place and the scene has been set for a significant push into the foodservice market
through Piguant Blue's relationship with Bidvest, Australia's largest foodservice supplier.

« Sales increased six-fold during the last year and revenues now exceed $AZM. However, this is only the part year
view of where existing accounts are likely to take sales in the year to come.

« The southern hemisphere’s largest grower, Timbercorp Limited, backed Piguant Blue through an equity injection
during the year. This arrangement has also enabled the Group to secure a targe part of its supply requirements
well into the future.

« Piguant Blue successfully raised the capital needed o establish a direct presence in the key US market. This
direct approach will allow the Group to see high volumes of products into the key growth market for premium
olive cil at mainsiream prices.

« The Group has the production capacity to cope with significantly higher oil sales through its existing bottling
facility in Perth.

Like any new business a significant amount of investment is needed to get the fundamentals right. The investment to date
has been focused on getting the business model right, securing the backing of key industry participants and institutional
investors, creating strong brands with significant potential, gearing up for high gquality and efficient production and,
impertantly, hiring the right people to take the business forward. The fundamentals are now falling into place and positive
cash flows and earnings are no tonger very far over the horizon.

The Australian olive industry is emerging from its honeymoon phase. Virtually every major grove produced a crop this
year and key industry participants are turning their attention to making every part of the olive oil value chain profitable.
Piguant Blue is pleased to congratulate Australia's olive growers for showing frue Australian ingenuity in overcoming early
technical hurdies to pave the way for very high quality and efficient production.

This has all come at a time that coincides with yet another potentially poor European harvest. European growers have
had to contend with unprecedented adverse growing conditions for several seasons now and whilst Piguant Blue
sympathises with the plight of Spanish and Italian growers it alse recognizes that lower production volumes in Europe are
starting to set the scene for generally higher prices arcund the world. This issue is compounded by the fact that olive o
consumption, particularly in the premium extra virgin category, is increasing in all key markets. it is a demand-driven
industry that simply does not have the capacity to rapidly increase giobal production. The price differential between
Austratian otive oil and like-for-like quality European ofive oil is starting to close and this is significant for Piguant Blue.

Now to the future.

in the coming year the Group intends to establish its own logistics facility in the US and aims to secure distribution into
thousands of US supermarkets. Revenues are expected io increase substantially alongside better margins through
production efficiency and scale. Additional marketing activity in Austratia should cement Redisland's place as the premier
supermarket brand and sales activities will expand to include many new markets. The Group is properly funded to carry
out these activities and the directors and management lock forward to accelerating the pace of growth.

Domestic Market

The Group’s supermarket olive oil brand Redisland continued to gather sales traction in the domestic market. it is now
prominently on the shelves of the two largest Australian supermarket groups with a combined total of more than 1,400
stores across Austratia.

In addition to the presence in key supermarket outlets, Picuant Blue has alsc secured agreement to the launch of
Redistand into independent grocery groups with over 2,200 smaller retail food outlets in eastern Austratia and 150 stores
in New Zealand. By the end of 2005, it is expected that Redistand will be sold in over 3,500 supermarkets and other food
outlets in Australia giving # greater than 90% market coverage.

Sales have continued to grow in key supermarket accounts. A new internal sales team siructure has been impiemented
giving the Group extensive coverage of the domestic market.




Piguant BLUE LIMITED
ABN 19 104 558 4566

MANAGING DIRECTOR'S REVIEW {cont'd)

A niew 10 litre njoi food service pack was launched to complement the existing 4 fitre pack. The Group has secured broad
distribution into the foodservice sector of the Australian market supplying hotels, restaurants, public facililes and airfines
through an association with the Bidvest group. Bidvest is Australia's largest foodservice supplier and it will provide access
to some of the largest food service accounts in the country.

Discussions with independent retail grocery groups have led to agreement to sell Redisland across most east coast
independent stores. Independent retailers including Richies, Foodworks and 1GA will be selling Redisiand before the
year's end. Australia’s premier department store chains BDavid Jones and Myers aiso took their first deliveries of njoi
during the year.

The process of signing up new accounts is well-advanced and the attention of the Group will now shift more fowards
increasing the size of those accounts through tightly focused promotion, joint activities with retailers and new product
development.

Export Activity

Wholefoods Market, one of the largest and most prestigious specialist gourmet food chains in the United States, has
confirmed that its Californian region will sell Redistand. Several other significant US gourmet chains have also indicated
that they will sell Redisland and negotiations are continuing. We have found that the market is very positive about cur
products but that a direct presence on the ground in the USA is needed to accelerate the rate of sales growth.

The Group plans to significantly step up its US sales campaign during the coming year. Plans to target major mainstream
LS retailers are well advanced and discussions with major US supermarket retailers have commenced. The United States
has many large retail groups and is more fragmented than the Australian market. The Group is primarily targeting non-
discount retaiters and will establish its own US logistics base for high volume distribution. This direct shipping capability is
expected to open up many new distribution opportunities and should also enabile the Group to sell its products at more of
a mainstream price point which is price competitive with equivatent European offerings.

It is intended that the Group’s existing US distributor wilt continue to service the gourmet market while Piquant Blue's own
staff develop the high volume supermarket business in the US. Feedback to date indicates in order to achieve the desired
high velume price points in the US direct distribution will be required to major supermarket retailers.

Market analysis indicates that the USA is the biggest market for olive oil outside traditional European countries such as
Italy, Spain and Greece. The rate of growth in the consumption of olive oil in the United States is one of the highest in the
world while its per capita consumption is relatively low. Median price points are favourable te Piguant Blue's products and
these factors combine 1o make the LISA the most attractive growth market for Piguant Blue.

Eurcpean sales were slightly slower than anticipated during the year and this has been put down to high price points
caused by supply chain inefficiency and the high European tariff on inbound olive ol. The Group intends to use the same
strategy being applied in the US to counter these factors and expects to achieve significant distribution in Europe during
CY06.

Some sales were made to the Hong Kong market during the year. However, the Group mainrtains its view that various
Asian markets require an alternative marketing strategy to other western English-speaking markets in order fo achieve
volume. This issue will be addressed in FY08. Sales were also made to the United Arab Emirates and this market
appears to offer substantial food service opportunities. Piguant Blue will nurture these opportunities as priorities dictate
over the coming year.

Production and Quality

The Group’s botiting and logistics facility located in Malaga, Western Australia continues to operate well within its capacity
and is meeting the necessary delivery schedules required by is major customers. The facility achieved HACCP
certification during the year making it suitable for export to any market in the world. The facility continues to operate weit
within its capacity and requires litle additional investment to cope with substantially higher production velumes anticipated
next year.

The Group is confident that its rapidly increasing scale of production will allow for more econemical pusrchase of both oil
and other packaging materials over the coming vear. The market for bulk Australian olive oil is still somewhat immalure
because although most groves are now in production, many large producers only produced a crop for the first time this
year. The Group believes that the market for bulk oil will stabilise and become more predictable as the annual crop
increases significantty from here on. In the meantime Piguant Blue's excelient relationship with the southern hemisphere's
targest and most prestigicus grower, Timbercorp Limited, has provided a secure source of at least a significant proportion
of predicted bulk oil requirements.

During the vear Piguant Blue's njoi blue product won the trophy for best commercial oil at the Australian Olive Association
8th National Extra Virgin Olive Oil Show. The Group's products have won many awards and are now recognised for their
quality within the industry.
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MANAGING DIRECTOR'S REVIEW {cont'd)

Revenue
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Revenues for the full financial year were approximately $2m. This is encouraging particularly in view of the fact that the
first major Ausiralian supermarket account commenced in October 2004 and the second account commenced in May
2005. The full year effect of the coverage of the domestic retail market will be seen in FY08.

The greater part of revenues for FY05 came from strong domestic sales. i is expected that domestic sales will increase
significantly next year and that they will be augmented by major new US supermarket customers and export sales to other
new markets.

Working Capital

The Group is properly funded to continue its domestic program and to launch #ts US strategy by establishing a logistics
facility in the US. During the year, the Company raised $1,400,000 and subsequent to 30 June completed a further equity
raiging of $2,000,000 to fund its overseas expansion. it is particularly encouraging to receive the support of industry and
investment institutions in our capital raising program.

The Group has access to a revolving debtors financing facility with its bankers that will assist with the increasing level of
domestic sales. The limit of this facility increases in line with the level of debtors balanice. The Group also has the ability
to finance afl export sales through borrowings against letters of credit. In addition to these sales financing facilities, at 30
June 20085, the Group had access to a further $625,000 as undrawn loan facility.

The Group flags the potential for further capital raising in the coming year but highlights that it is currently funded to carry
out its stated objectives.

Future Activities
The key fundamentals needed to launch into rapid sales growth are:

Strong brands with a track record

Secure supply of high quality oil at acceptabile prices
Increasing demand in key markets

Receptiveness to Australian extra virgin olive oit
The right management team to execute the plan
Suffictent funding to carry out activities,

Piguant Blue scores well in all of these areas and is therefore confident that the next financial year will see significant
developments.

Building on the achievements to 30 June 2005, the major focus for the coming year wil include:

4 USA: Establishment of the Group’'s own key accounts and logistics team in the LISA. Acceptance by key US
supermarkets and distribution into thousands of stores.
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+  Foodservice: Comprehensive coverage of the Australian food service market to service key public venues, the
restaurant trade, facifities, major catering companies and airlines.

+  Domestic sales: Increased promotional activities in the Australian supermarket market to ensure the momentum in
sales growth is continued.

4+ Production costs: improving costs of production through greater economies of scale and an easing of the bulk oil
price for Australian extra virgin olive oil.

The Group will maintain its focus on the marketing and value-adding part of the Australian olive cil value chain. There are
no current plans for verticat integration into tree growing or olive processing at this stage and it is clear that the more
significant growers and processors are doing an outstanding job.

Piguant Blue now has significant accounts in the Australian retail sales channel and will aim to augment this with new and
significant foodservice business in the next year. This should lead to the point where the Group has almost complete
coverage of the Australian market and needs to switch its focus away from new account creation into generating higher
sales from existing accounts. To this end the Group has commenced planning high profile promotional programs for the
Australian market.

A key cobjective for the Group will be the establishment of a direct sales presence and logistical support in the USA to
facilitate sales to major US supermarket chains. The US program is expected to become active in the second half of the
next financial year. At the same time work on achieving supermarkets listings for Redisland across Europe will intensify.

Piguant Blue's brands are sfill in the early stages of their life cycles but they are showing all the right signs of success.
The Group continues to open new markets, introduce product innovation wherever it sees opportunities and increase
sales in existing distribution channeis.

Conclusion

The underlying essence of Piquant Blue's business model includes:

its tight focus on the marketing part of the olive oil value chain

scatability and freedom from long term CAPEX

underlying growth in premium olive oil consumption in all markets

the need for Australian growers to sell their oil whilst staying focused on the growing and processing parts of the
value chain.

The directors believe that Piquant Blue is still positioned correctly in the ofive oil value chain and that the fundamentals
niow correspond with the key features of its business model.

In the consumer brands market not many companies achieve as much as Piguant Blue has in its early years, especially
with relatively modest funding. The achievements to date and a positive outiook on the future of Austratian olive oil lead
the directors to be optimistic about the future for Piguant Blue.

On behalf of the Directors, | thank our management team and staff for their tremendous effort and dedication during this

early phase of the Group's development. Piquani Blue is particularly proud of its team which has a combination of talent,
skills and experienice critical to its continuing success.

Finally, | record the Company’s appreciation of the patience and support of its investors. This support has enabled
management to get on with the key tasks at hand and has been greatly vaiued by both the Directors and management.

u] ] 4; Mé&

Andrew Konowalous
Managing Director

Perth, Western Australia

23 September 2008




Piguant BLUE LIMITED
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DIRECTORS’ REPORT

The direcfors presert their repori fogether with the financial report of Piguani Blue Limifed (the "Company’} for the year
ended 30 June 2005,

Directors

The directors of the Company at any time during the year and to the date of this report are:

Mr Andrew Konowalous
Managing Director - Appointed 30 Aprit 2003

Mr Konowalous is an olive oil specialist who has over 15 years experience in senior management and logistics. Heis a
Director of the industry’s peak body the Australian Olive Association and sits on the Western Australian Olive Council,

Prior to forming Piguant Blue, Mr Konowalous was the general manager of another olive oil group listed on ASX, and in
the earlier part of his career, was a senior executive in one of Australia’s largest privately owned retail businesses. Mr
Konowalous has also spent over 4 years working in the area of finance in London and is familiar with the business
environment in the United Kingdom.

Mr Robert Hance
Non- Executive Director - Appointed 2 June 2004

Mr Hance is the Managing Director and Chief Executive Officer of Timbercorp Limited. He is a co-founder of the
Timbercorp Group and has extensive experience in structuring, financing and managing agri-business investments, Mr
Hance led the development and marketing of Timbercorp projects since the company’s foundation in 1887,

kr Hance will be retiring by rotation and seeking re-glection by shareholders at the 2008 Annual General Meeting.

Mr Don Hancey
MNon-Executive Direcior - Appointed 30 April 2003

Mr Hancey is a food and media consuitant with over 20 years experience in the management of restaurants and catering
businesses. He is a regular speaker and presenter on regional and internationat food developments and trends.

Mr Anthony Ho
Non-Execufive Director - Appointed 30 April 2003

Mr Mo graduated in 1980 with a Bachelor of Commerce from the University of Western Australia. He gualified as a
Chartered Accountant in 1883. Mr Ho is presently the principal of a public practice, specialising in the corporate and
financial administration of companies listed on ASX.

Mr Paul Miller
Non-Execufive and Independent Direcior - Appointed 29 March 2004

Kr Mitler is a consuitant horticulturalist with specialist experience in the viticulture and olive oil industries. He is the current
President of the Australian Olive Association and is a regular presenter at conferences on key technical and product
marketing issues facing the Austrafian olive industry. As President of the ACA, Mr Miller represents the Australian Clive
Industry in global issues promoted by the Internationat Glive Cil Council.

ki Miller wili be retiring by rotation and seeking re-election by shareholders at the 2005 Annual General Meeting.

Mr Darren Lipton
Afternate Director fo Mr Hance- Appointed 2 June 2004

Mr Lipton is the Generat Manager, Horticulture of Timbercorp Limited and has over 10 years experience in corporate
finance and project management.

Company Secretary

Mr Kim Hogg
Company Secretfary — Appointed 18 November 2003

Mr Hogg has worked in the private sector for the past ten years, predominantly in the coordination and documentation of
capital raisings and as company secretary for both #isted and urnlisted companies. Mr Hogg is currently the secretary of a
number of companies listed on ASX.




Piguant BLUE LIMITED
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DIRECTORS REPORT {cont'd}

Directorships in other listed entities

Directorships of other listed enities held by directors of the Company during the last 3 years immediately before the end

..... e T partod of divsctorship L

Director Company From To
Mr A Konowalous Nil - -
Mr B3 Hancey Nil - -
Mr R Hance Timbercorp Limited 2002 Present
Mr A Ho Optima Corporation Limited 2002 Present
Mr P Miller Coonawarra Australian Property Trust 2003 Present

Directors’ Meetings

The number of directors’ meetings and the number of meetings attended by each of the directors of the Company during
the year are:

: ETRR 7 Board Meetings
Director Held Attended

Mr A Konowalous 4 4
Mr R Hance 4 4
Mr D Hancey 4 4
Mr A Ho 4 4
wr P Miller 4 3

There is presently no audit commitiee, as the directors prefer all audit issues to be addressed by the full Boarg.

Principal Activity

The principal activity of the Group during the year was the development of an olive oil distribution and marketing
business.

Operating and Financial Review

investments for Future Performance

The consolicated entity is in the early phase of the development of its business. During the year ended 30 June 2005,
significant costs were incurred in the establishment of sales and marketing infrastructure and channels in both the
Australian and key overseas markets. The continuing significant costs of brand development and market research were
incurred and written off during the year.

Review of Financial Condition

Liguidity and funding

The Company raised $1,400,000 as fresh equity during the vear to fund its activities. Subsequent to balance date the
Company raised a further $2,000,000 by way of a placement to institutional and professionat investors.

During the year, the Company also secured revolving debtors and export financing facilities with its bankers which has
been effective in the funding of its working capital requirements,

Impact of legislation and other external requirements

From 1 July 2005 the consclidated entity is required to comply with Australian equivalents to International Financial
Reporting Standards (AIFRS) issued by the Australian Accounting Standards Board. The expected impact of the
resulting changes in accounting policies are disclosed in Note 28 of the financial report.

There were no changes in environmental or other legislative requirements during the year that have significantly affected
the results or operations of the consolidated entity.
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Significant Changes in the State of Affairs

The consolicated entity’s total assets increased by $257,654 to $2,091,312 (2004: $1,833,658} over the year. The net
increase in total assets principally comprised:
4 an increase in the carrying amount of trade debtors of $385,575, mainly due to the increase in sales
activities;
4 anincrease in inventories of $200,044 mainly as a result of a higher leve! of sales and continuing revenue
growth;
4 an increase in property, plant and equipment of $108,370 atfributable to bottling and packaging facifity of
the Group; and

4 adecrease in cash assets of $471,875 absorbed in a higher level of working capital requirements.

Futly paid ordinary share capital increased during the vear as follows:
4 The issue of 5,600,000 shares at 25 cents each to provide additional working capital of $1,400,000.

Results

The Group incurred a loss of $2,138 825 {2004 $1,328,079) after income tax for the year.

Review of Operations

During the year the Group achieved significant milestones in its path to becoming Australia’'s dominant marketer of
branded Australian premium olive oil. The most significant developments included the launch of the Group's high volume
supermarket brand Redisland Australia into Woolworths and Coles. Take up of the brand by consumers has been positive
and Redisland is establishing a stable and growing position in the mainstream supermarket distribution channel in
Australia.

Piguant Blue now has significant accounts in the Australian retait market and is working on replicating this in the
foodservice market. The Group has almost complete coverage of the Australian market and will shortly switch its focus
away from new account creation into achieving increasing sales resulls from existing accounts.

During the year it was identified that the USA offered the best prospects for ongoing rapid sales growth. The Group set
itself the goal of funding the establishment of a direct sales presence and logistical support in the USA to pave the way for
a push into major US supermarket chains in the next financial year. Piguant Blue raised $1.4m during the year and
subsequent to 30 June 2005, completed a further capital raising of $2m. This fresh capital is directed at the continuing
developmenit of global markets for its products.

Discussions are underway with several major US supermarket chains and Piguant Blue aim to have a presence in a
significant number of stores with its Redisland brand in the next financial year. The Group's market research indicates that
market conditions in the USA shouid be favourable for the timing of this program.

In Europe progress has been somewhat stower and the Group intends to achieve a major supermarket listing in northern
Eurcpe for the Redisland brand in the next year. Redisland is currently sold in Europe through Dutch-based specialty
retailer Ol & Vinegar which has approximately 100 stores across several countries.

Virtually every major olive grove in Australia in the 2005 season went into production and i is anticipated that next year's
crush will be larger again. This growth in preduction is set to continue for the next three {o five years as the major groves
reach maturity. Piguant Blue is well positioned with its key growing partner and shareholder Timbercorp Limited to sell an
increasing amount of this preduction as branded product.

The Group's packing facilty achieved HACCP certification during the year and is now fully compliant with globat food

safety standards. This facility already has the capacity to handle significantly larger volumes of oil than the level currently
being processed.

Dividends

No dividend has been declared or paid by the Company to the date of this Report.

State of Affairs

Other than the matters noted in the accompanying financial statements, there were no significant changes in the state of
affairs of the Group during the year.
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Events Subsequent to Balance Date

Other than any matters described in these financial statements, there has not arisen in the interval between the end of the
year and the date of this report any item, transaction or event of a materiai and unusuat nature likely, in the opinion of the
directors to affect significantly the operations of the Group, the results of those operations, or the state of affairs of the
Group in future financial years.

Likely Developments

The Group will continue to develop #s olive oil distribution and marketing business. The Cperating and Financial Review
above and the Managing Director's Review set out more details about likely developments in the operations of the Group
in future financial years.

Further information about likely developmenis in the operations of the Group and the expecied resulis of those operations
in future financial years have not been included in this report because disclosure of such information would likely result in
unreasonable prejudice to the Group.

Directors’ Interests

The relevant interest of each director in the shares and options issued by the companies within the consclidated entity at

B T NP Ordinary .. Unlisted . 'Class A "/ ClassB . ClassC .. _
Director shares Options Options Options Options

Mr A Konowalous 9,400,000 5,025,000 . - .

Mr R Hance @ 7,000,000 - 2,280,000 2,250,000 2,500,000

Mr 2 Hancey 1,587,500 - - - -

Mr A Ho 2,000,001 1,600,000 - . .

Mr P Miller - - - - -

1. includes 3,400,000 shares and 3,025,000 opticns held indirectly by A & L. Konowatous as trustees for The Darlington
Family Trust, of which Mr Konowalous is a beneficiary.

2. 7,000,000 shares and 2,250,000 Class A options, 2,250,000 Class B options and 2,500,000 Class C options hekd
indirectly by Timbercorp Limited, of which Mr Hance is a director and substantial shareholder.

Options granted to directors’ and senior executives

During or since the end of the financial vear, the Company granted options for no consideration over unissued ordinary
shares in Piquant Blue Limited {o the following directors and executive officers as part of their remuneration:

OO O OO R ROROPRRPREOOOEOOOOPOPPPOP Number of options T LR L S T
granted Exercise price Expiry date

Executive officers
Mr 3 Konowalous 50,000 42 cents 19 May 2010
Wir P Slaughter 600,600 42 cents 19 May 2010

No options have been granted {o directors and executives since the end of the year. Further details of options grantec are
inciuded under the Remuneration Report.

Options

At the date of this report, unissued ordinary shares of the Company under option are;

Class Expiry Date Exercise Price Number of Options
Class A 30 April 2008 25 cents 2,250,000
Class B 30 April 2007 30 cents 2,250,060
tnilisted 31 December 2007 20 cents 9,775,000
Class C 30 April 2008 35 cents 2,500,060
Employee Option Scheme 19 May 2010 42 cents 1,178,000

These options do not entitle the holder to participate in any share issue of the Company or any cther entity.

8
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Options (cont'd}
Nonie of these options were exercised during the year and all remain outstanding at 30 June 2005.

Further details of the options issued under the Piguant Blue Limited Employee Option Scheme are included under the
Remuneration Report.

Indemnification and Insurance of Officers

indemnification

The Company has agreed to indemnify the current Directors of the Company against all liabilities to another person {other
than the Company or a related body corporate) that may arise from their position as directors of the Company, except
where the Hability arises out of conduct involving a lack of good faith.

The agreement stipulates that the Company will meet to the maximum exient permitted by law, the full amount of any such
Habilities, including costs and expenses.

insurance Premiums

As at the date of this report no insurance policies have been entered into.

Non-audit services

During the year, Stanton Pariners, the Company's auditor, has performed certain other services in addition to their
statutory duties.

The Board has considered the non-audit services provided during the year by the auditor and s satisfied that the provision

of these non-audit services during the year by the auditor is compatible with, and did not compromise, the audit

independence requirements of the Corporations Act 2001 for the following reasons:

4+ all non-audit services were subject to the corporate governance procedures adopted by the Company and have been
reviewed by the Board to ensure they do not impact the integrity and objectivity of the auditor,

4+ the non-audit services provided do not undermine the general principles relating to auditor independence as set out in
Professional Statement F1 Professional independence, as they did not involve reviewing or auditing the auditor's own
work, acting in a management or decision making capacity for the Company, acting as an advocate for the Company
or jointly sharing risks and rewards.

A copy of the auditors’ independence declaration as required under Section 307C of the Corporations Act is included with
the independent Audit Report.

Details of the amounts paid to the auditor of the Company, Stanton Pariners, and its related practices for audit and non-
audit services provided during the year are set out below. In addition, amounts paid to other auditors for the statutory
audit have been disclosed:

Consolidated Consolidated
2005 2004
5 5

Statutory audit:
- audit and review of financial reports 25 866 -
Services other than statutory audit:
Other services
- taxation compliance services 750 -

Remuneration Report

The remuneration report is set out on pages 10 to 13 and forms part of the Directors Report.
Dated at Perth, Western Australia this 23" day of September 2005.

Signed in accordance with a resolution of the directors:
! 1
14 { [
| { e Fleq,

[,
Andrew Konowalous
Managing Director
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Piguant BLUE LIMITED
ABN 19 104 558 4566

REMUNERATION REPORT (cont'd)

Analysis of share-based payments granted as remuneration

Details of vesting profile of the optiens granted to each Director of the Company and the named officers of the Company
and the consclidated entity are detailed helow:

B, . % vestedin Forfetedin . " L S T

Date year year Min Max

Executive officers

Mr M Konowalous - 5.{},0{}0 19 May 2005 28% .
Mir P Slaughter 806,000 - 18 May 2005 - 28% -

{a) The vesting terms of the options are as follows:

Options may be exercised in the proportions listed in Column A below at any fime between the corresponding period
listed in Column B below and 19 May 2010:

‘Column A CofumnB
25% immediately (12 May 2005}
25% 8 months {18 November 2005)
25% 12 months (19 May 2008)
25% 24 monthis {19 May 2007)

Analysis of movements in options

The movement during the reporting peried, by value of options over ordinary shares in Piguant Blue Limited held by each
director and each of the named officers of the Company and the consolidated entity are detailed below:

S " Total option value
.. Granted in year .| Exercised inyear . Forfeited inyear in year

Executive officers L T e
#r M Konowalous R 5.000
Wir P Slaughter . 60.000
L . 6500{} o - . o 65,000




Piguant BLUE LIMITED
ABN 19 104 558 4566
CORPORATE GOVERNANCE STATEMENT

This statement summarises the corporate governance practices adopted by the Board. Piguant Blue's objective is to
achieve best practice in corporate governance, and the Company’s officers and employees are committed to achieving
this objective.

In addition to the information contained in this statement, the Company's website at www.piguaniblue.com.au contains
details of its corporate governance procedures ang practices.

ASX Best Practice Recommendations

The ASX Listing Rules require listed companies to include in their Annual Report a statement disclosing the exient to
which they have complied with the ASX Best Practice Recommendations in the reporting year. The recommendations
are not prescriptive and if a company considers that 2 recommendation is inappropriate having regard to its particular
circumstances, the company has the flexibility not to adopt it. Where the Company considered it was not appropriate to
presently comply with a particular recommendation the reasons are set out in the latter part of this statement.

Board of Directors
Role of the Board

The Board's primary responsibility is to oversee the Company's business activities and management for the benefit of
shareholders by:

+ sefting objectives, goals and strategic direction with management with a view to maximising shareholder value;
+ overseeing the financial pesition and monitoring the business and affairs of the Company;

+ establishing corporate governance, ethical, environmental and health and safety standards;

+«  ensuring significant business risks are identified and appropriately managed; and

+« 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.

The Board has delegated responsibiliies and authorities to management to enable management to conduct the
Company's day to day activities. Matiers which are not covered by these delegations, such as approvals which exceed
certain limits, require Board approval.

Board composition
The Board comprises five Directors inciuding one as Managing Director,

The Directors are subject to election by shareholders. All Directors, apart from the Managing Director, are subject to
reeiection by rotation within every three years. The Company’s Constitution provides that one-third of the Directors retire
by rotation at each AGM. Those Directors who are retiring may submit themselves for re-election by shareholders,
including any Director appointed to fill a casual vacancy since the date of the previous AGM. The composition of the
Board is reviewed at least annually to ensure the balance of skills and experience is appropriate. The Directors have a
broad range of qualifications, experience and expertise in the olive ¢il and finance industries. The skills, experience and
expertise of Directors are set out in the Directors’ Report.

The names of the Directors in office at the date of this Report, the date of their appeintment, their status as non-executive,
executive or independent Directors, whether they are retiring by rotation and seeking re-election by shareholders at the
2005 AGM, are set out in the Directors’ Report.

independence of non-executive directors

The Board considers an independent director to be a non-executive director who meets the criteria for independence
included in the ASX Best Practice Recommendations. The Board considers that Mr Paul Miller meets these criteria. He
has no material business or contractual relationship with the Company, other than as a director, and no conflicts of
interest which could interfere with the exercise of independent judgement. Accordingly, he is considered to be
independent.




Piguant BLUE LIMITED
ABN 19 104 558 4566
CORPORATE GOVERNANCE STATEMENT (cont'd)

independent professional advice

The Board has adopted a formal policy on access to independent professional advice which provides that Directors are
entitled to seek independent professional advice for the purposes of the proper performance of their duties. The advice is
at the Company’s expense, subiect to the prior approval of the Chairman. Advice so obtained is to be made available to
all Directors.

Meetings

The Board held 4 scheduled meetings during the reporting year and no unscheduled meetings were held during that year.
Senior management attended and made presentations at the Board Meetings as considered appropriate and were
available for questioning by Directors,

Board committees

The Board has not formally constituted an audit committee. The entire board currently undertakes the duties of an audit
committee which includes:

+ supervising the engagement of the external auditor and monitoring their performance;

+» reviewing the effectiveness of management information and other systems of internai control;

+« reviewing all areas of significant financial risk and arrangements in place to contain those to acceptable levels;

+ reviewing significant fransactions that are not a normal part of the Company's business;

+« reviewing the year-end and interim financial information and ASX reporting statements;

« monitoring the internal controls and accounting comptiance with the Corporations Act, ASX Listing Rules, external
audit reports and ensure prompt remedial action where required; and

+« reviewing the Company’s financial statements and accounting procedures.

The Company's auditor is invited to attend the annual general meeting anc the Company supports the principle of the
auditor being available to answer questions on the conduct of the audit and the content of the audit report.

The Board has not formally constituted a nomination committee or remuneration committee. The whole Board conducts
the functions of a nomination committee and remuneration committee.

Evaluation of Board performance

During the reporting year an evaluation of the Board and key executive was carried out on an informat basis. As the
activities of the Company develop, it will establish more formal evaluation procedures, including gquantitative measures of
performance.

Remuneration policies

Executive Directors and key executives are remunerated by way of a salary or consultancy fees, commensurate with their
required level of services. Non-executive Directors receive a fixed monthly fee for their services. Non-executive
Directors’ fees are capped at $100,000 per annum,

Altendance at Board and Conmnifiee meetings

The attendance of Directors at Board meetings during the year is detailed in the Directors’ Report.

Managing business risks and intemal control framework

The Board acknowledges that it is responsible for the overall internal controt framework, but recognises that no cost
effective internal control system will preclude all errors and irregularities. To assist in discharging this responsibifity the
Board has instigated an internal control framework that includes the following:

« Financial reporting — there is @ comprehensive budgeting and forecasting system with updates provided to the Board
at each Board meeting. Periodic reports are provided to the Board. Quarterly, half yearly and annual reports are
prepared in accordance with the Corporations Act and ASX Listing Rules.




Piguant BLUE LIMITED
ABN 19 104 558 4566
CORPORATE GOVERNANCE STATEMENT (cont'd)

« The Managing Director and the Company Secretary are required to confirm in writing that the Company's financial
reports present a true and fair view, in all material respects, of the Company's financial condition and operational
resuits are in accordance with relevant accounting standards.

+ The Company has written policies covering health, safety and the environment.

Ethical standards

The Board is committed to promoting the practice of high ethical standards. All directors and employees are expected to
act with the utmost integrity and objectivity striving at ali times to enhance the reputation and performance of the
Company, in the following areas:

+ professional conduct;

+ dealings with suppliers, advisers and reguiators;
+ gdealings with the community; and

+ gealings with other employees.

Trading in the Company’s securifies by direciors and employees

The Board has adopted a policy in relation to dealings in the securities of the Company which applies to all Directors and
employees. Under the policy, Directors are prohibited from short term trading in the Company’s securities whilst in
possession of price sensitive information. The Board must be notified of any proposed transaction and must give
clearance for the transaction to proceed.

Privacy

The Company has resolved to comply with the National Privacy Principles contained in the Privacy Act 1988, to the extent
required for a company the size and nature of Piguant Blue Limited.

information disclosure

The Board is commitied to the prometion of investor confidence by ensuring that trading in the Company’s securities
takes place in an efficient, competitive and informed market. In accordance with the continuous disclosure requirements
under the ASX Listing Rules, the Cempany has procedures in place to ensure that alt price sensitive information is
identified, reviewed by management and disclosed to the ASX in a timely manner and that al information provided to the
ASX is immediatety available to shareholders and the market on the Company's website.

Analysts and press briefings may be conducted following the release of half-year results, full-year results and major
announcements and, from time to time, briefings with major shareholders may be conducted in order to promote a better
understanding of the Company. In conducting briefings, the Company takes care o ensure that any price sensitive
information included in the content of briefings has already been made available to all shareholders and the market.

Shareholders

The Board aims to ensure that shareholders are kept informed of all major developments affecting the Company.
Information is communicated to shareholders through:

+ continuous disclosure in the form of public annocuncements on ASX;

+« annual and guarterly reports to shareholders;

+ investor briefings;

+ the Chairman’'s address delivered at the Annual General Meeting; and

+ nofices of all meetings of shareholders and explanatory notes of proposed resolutions.

in addition, information for shareholders is available on Piguant Blue's website: www piguantbiue.com.au, including recent

announcements, presentations, past and current reports to shareholders, biographical information on Directors and
information relating to operations.

Shareholders are encouraged at annual general meetings to ask questions of Directors and senior management and also
the Company's externat auditors, who are required to be in attendance.




Piguant BLUE LIMITED
ABN 19 104 558 4566

CORPORATE GOVERNANCE STATEMENT (cont'd)

Refirement benefifs for non-executive directors

The Company does not have any scheme relating to retirement benefits for non-executive Directors.

ASX Guidelines on Corporate Governance

Pursuant to ASX Listing Rules the Company must provide a statement disclosing the extent to which the ASX best
practice recommendations have been not been followed in the reporting vear. The Company sets out below an
explanation of the areas where Piguant Blue does not presently comply with ASX best practice recommendations.

Composition of the Board

A majority of the Board of directors is not comprised of independent directors under the ASX definition of independence,
as set out in the ASX Corporate Governance Council Best Practice Recommendations. The Company is in iis early
stages of development and does not consider it appropriate nor cost effective to adopt this recommendation.

Each individual member of the Board is satisfied that whilst the Company may not comply with best practice
recommendations 2.1, 2.2 and 2.3, the Board always acts with independence and in accordance with the Statement of
Corporate Governance.

Websife

The ASX guidelines also prescribe that the Company should maintain a dedicated corporate governance information
section on its website. Such a dedicated information section is not presently availabie on the Company's website,
although the annual financial report will be posted to the website and the Statement of Corporate Governance can be
viewed there.

Board commitiees

The Company does not presently have a separate audit, nomination or remuneration committee as required by best
practice recommendaticns 4.2, 2.4 and 9.2, respectively. The Company is in its early stages of development and as
such, the entire Board conducts the function of such committees. The duties of such committees have been considered
and adopted by the Board. The board invites persons with relevant industry and financial experience when required to
carry out the functions of such committees.




Piguant BLUE LIMITED

ABMN 10 1064 555 458G

CONSOLIDATED STATEMENTS OF FINANCIAL PERFORMANCE

for the year ended 30 June 2005

Note
Sales revenue 2
Cost of sales
Gross Profit
Other revenue from ordinary activities 2
Operational expenses
karketing and distribution expenses
Corporate and administrative expenses
Occupancy expenses
Borrowing expenses
Provision for diminution in value of
investments
Provision against recovery of loans to
controlled entities
Other expenses from ordinary activities
Loss from ordinary activities before
related income tax benefit 3
Inceme tax 5
Loss from ordinary activities after
related income tax benefit
Net loss attributable to ouiside equity
interests 17
Net loss attributable to members of
the parent entity 18
Basic loss per share
Ordinary shares {cents) 21

These statements of financial performance are to be read in conjunction with the accompanying notes.

Consolidated Consolidated Company Company
12 month 14 month 12 month 14 month
period ended period ended period ended period ended
30 June 2005 30 June 2004 30 June 2005 30 June 2004
$ $ $ $
1,886,324 279,946 - .
{1,522,870) (257,169) - -
363,354 22777 - .
138,733 51,034 2160 34049
{780,934) (316,418) - .
{1,269,412) (835,293) - -
(279.011) (171,632) {281,198) (41,073)
{123,910} {27,716} (34,037) .
{31,544) {180) . .
- - (55,000) {125,000)
- - {1.799,844) (1.112.261)
(200,794) {77,054) - .
{2,192,817) {1.3558,382) (2.167.920) (1,244,288)
{2,192,817) {1.3558,382) (2.167.920) (1,244,288)
53,692 26,303 - .
{2,138,825) (1,329,079} (2,167.920) {1,244,288)
{3.50% {3.703




Piguant BLUE LIMITED
ABN 19 104 558 4566

CONSQLIDATED STATEMENTS OF FINANCIAL PCSITION
as at 30 June 2005

Consolidated Company
2005 2004 2008 2004
Note $ $ $ $
CURRENT ASSETS
Cash assets 8 435,780 807,655 225208 790,327
Receivables 7 460,810 75,235 - 1,400
inventories 8 716,438 516,394 - -
Other 9 52,201 17,661 - -
Total Current Assets 1,665,225 1,516,845 225,208 TO1.727
NON CURRENT ASSETS
Receivables 7 - - 954,330 453,060
Property, plant & equipment 10 426,083 316,713 - -
investments 11 - - 20,000 75,000
Total Non Current Assets 426 083 316,713 974,330 528,080
TOTAL ASSETS 2,081,312 1,833 658 1,199,538 1,319,787
CURRENT LIABILITIES
Payables 12 545,763 523,474 63,171 10,500
Provisions 13 51,761 11,840 - “
interest-bearing liabilities 14 806,063 - 375,000 -
Total Current Liabilities 1,403,587 535,314 438,171 10,500
NON CURRENT LIABILITIES
Payables 12 - - 220,000 -
interest-bearing Habiities 14 181,808 - - -
Total Non Current Liabilities 181,808 - 220,000 -
TOTAL LIABILITIES 1,585,485 535,314 658,171 10,500
NET ASSETS 505,827 1,298,344 541,367 1,300,287
EQUITY
Contributed equity 15 3,853 572 2,883,872 3,853,572 2,553,572
Accumuiated losses 16 {3,487 804) {1,329 079) (3,412,208} {1,244,288)
Total Parent Entity Interest 485 668 1,224,493 B4t 367 1,308,287
Outside equity interests 17 20,159 73,851 - -
TOTAL EQUITY 18 505,827 1,298,344 541,367 1,300,287

These statements of financial position are to be read in conjunction with the accompanying notes.




CONSOLIDATED STATEMENTS OF CASH FLOWS

for the year ended 30 June 2005

Piguant BLUE LIMITED
ABN 19 104 558 4566

Cash flows from operating activities

Cash receipts in the course of
operations

Cash payments in the course of
operations

interest received

Net cash (used in)/from operating
activities

Cash flows from investing activities

Payments for investments in controlled
entities

Net cash acquired in controlled entity
Payments for loans to contrelled entities
Payments for property, plant and
equipment

Payments for intangible assets

Net cash used in investing activities

Cash flows from financing activities
Proceeds from issue of shares
Transaction costs from issue of shares
Proceseds from borrowings
Repayment of borrowings

Net cash provided by financing
activities

Net {decreaselfincrease in cash held

Cash at the beginning of the year

CASH AT THE END OF THE YEAR

Note

28

15

8

Consolidated Company

12 month 14 month 12 month 14 month
period ended  period ended period ended  period ended
30 June 2005 30 June 2004 30 June 2005 30 June 2004

5 5 5 $

1,665,086 214,816 - -

{4,344 345 (1,612,137 {261,165) (31,973

8,600 403,929 2,160 34,049

(2,870,650 {(1,356,392) (2589,008) 2,076

- - - (200,000}

- 54,385 - -

- - (2.081,114) (1,565,321}

{183,930) (326,151) . -

- {17,768) - -

{183,939 (289,525) (2.081,114) (1,765,321

1,400,000 2,712,845 1,400,000 2,712,845

- (159,273) - (159,273}

1,141,278 - 375,000 -

(158,562) - . .

2,382,714 2,653,572 1,775,000 2,553,572

(471,875} 907 655 {565,118) 790,327

907,855 - 790,327 -

435,780 907,655 225,208 790,327

These statements of cash flows ars to be read in conjunction with the accompanying notes.
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Piguant BLUE LIMITED
ABN 19 104 558 4566

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30 June 2005

{H

{i)

(i)

{iv)

v

{vi}

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

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

Basis of Preparation

The financial report is a general purpose financial report which has been prepared in accordance with Accounting
Standards, Urgent Issues Group Consensus Views, other authoritative pronouncements of the Australian
Accounting Standards Board and the Corporations Act 2001.

It has been prepared on the basis of historical costs and except where stated, does not take into account
changing money values or fair values of non-current assets.

Principles of consolidation
Confrofled entities

The financial statements of controlled entities are included in the consolidated financial statements from the date
control commences until the date control ceases.

Cuiside interests in equity ancd results of the entities that are controlled by the Company are shown as a separate
item in the consolidated financial statements.

Transactions sliminated on consolidation

Unrealised gains and losses and inter-entity balances resulting from transactions with or between controlled
entities are eliminated in full on consolidation.

Revenue recognition

Revenues are recognised at fair value of the consideration received net of the amount of goods and services tax
{GST) payable to the taxation authority. Exchange of goods of services of the same nature with any cash
consideration is not recognised as revenue.

Sale of goods
Revenue from the sale of goocds is recognised upon delivery of goods to customers.
Interest income

Interest income is recognised as it accrues.

Income tax
The Company adopts the income statement liability method of tax effect accounting.

income tax expense is calculated on operating profit adiusted for permanent differences between taxable and
accounting income. The tax effect of timing differences, which arise from items being brought to account in
different periods for income tax and accounting purposes, is caried forward in the statement of financial position
as a future income tax benefit or a provision for deferred income tax.

Future income tax benefits are not brought to account uniess realisation of the asset is assured beyond
reasonable doubt. Future income tax benefits relating to entities with tax tosses are only brought to account when
their realisation is virtually certain. The tax effect of capital losses is not recorded unless realisation is virtually
certain,

Acquisition of assets

All assets acquired including plant and eguipment and intangibles other than geodwill are initially recorded at their
cost of acquisition at the date of acquisition, being the fair value of the consideration provided plus incidental costs
directly atiributable to the acquisition. When equity instruments are issued at consideration, their market price at
the date of acquisition is used as fair value, except where the notiona! price at which they could be placed in the
market is a better indication of fair value. Transaction costs arising on the issue of equity instrumenis are
recognised directly in equity subject to the extent of proceeds received, otherwise expensed.

Plant and Equipment

Plant and equipment are carried at cost less accumulated depreciation. Al assets are depreciated over their
estimated useful lives on a reducing balance basis.

The expected useful lives are as follows:

Computer equipment 1to 3 years
Furniture and fittings 510 10 years
Leasehold improvements 3to 5 years
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Piguant BLUE LIMITED
ABN 19 104 558 4566

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30 June 2005

{vii)

{viil)

{ix}

x

{xi}

(xii)

Payables

Liabilities are recognised for amounts to be paid in the future for goods or services received, whether or not billed
to the Company. Trade accounts payable are normaily settied within 60 days.

Goods and Services Tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax (BST), except where
the amount of GST incurred is not recoverable from the Austratian Tax Office (ATO). In these circumstances the
GST is recognised as part of the cost of acquisition of the asset or as part of an item of the expense.

Receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payabile to, the ATO is includec as a cusrent asset or liability in the
statement of financial position.

Cash flows are included in the statement of cash flows on a gross basis. The GSY components of cash flows
arising from investing and financing activities which are recoverable from, or payable to, the ATC are classified as
operating cash flows.

Inventories

inventories held for resale are stated at the lower of cost and net realisable value. Cost comprises all cost of raw
materials, costs and conversion to finished gocds and other costs incurred to bringing the inventories to their
present focation and condition.

Net realisable value is the estimated selling price in the ordinary course of business less the estimated cost of
compietion and the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those inventories is recognised as a cost of sale in the year in
which the related revenue is recognised. The amount of any write down of inventories fo net realisable vaiue and
all losses of inventories are recognised as an expense in the year the write-down or loss occuss.

Leased assets

Leases under which the consolidated entity assumes substantially alt the risks and benefits of ownership are
classified as finance leases. Cther leases are classified as operating leases.

Finance leases

A lease asset and a lease liability equal to the present value of the minimum lease payments are recorded at the
inception of the lease.

Lease liabilities are reduced by repayments of principal. The interest components of the lease payments are
expensed. Contingent rentals are expensed as incurred.

Operating leases

Payments made under operating leases are expensed on a straight line basis over the term of the lease, except
where an attemnative bases is more representative of the pattern of benefits to be derived from the leased property.

Lease incentives are recognised as Habilities. Lease rental paymenis are allocated between rental expense and
reduction of the liability, on a straight #ine basis over the period of the incentive.

Recoverable Amount of Non Current Assets

The carrying ameunt of non-current assets are reviewed annually by Directors to ensure they are not in excess of
the recoverable amounts from those assets. The recoverable amount is assessed on the basis of the expected
net cash flows, which will be received from the assets employed and subsequent disposal. The expected net cash
flows have not been discounted to present values in determining recoverable amounis.

Interest bearing liabilities

Loans are recognised at their principal amount, subject to set-off arrangements. interest expense is accrued at
the contracted rate and included in Note 12 Payables "Other creditors and accruals”.

Debentures, bills of exchange and notes payable are recognised when issued at the net proceeds received, with
the premium or discount on issue amortised over the period to maturity. Interest expense is recognised on an
effective vield basis.
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Piguant BLUE LIMITED
ABN 19 104 558 4566

NOTES TO THE FINANCIAL STATEMENTS {cont'd)}
for the year ended 30 June 2005

{xiiiy Employee Benefits

Provision is made for benefits accruing to emplovees in respect of wages and salaries, annual leave, long service
leave and sick leave when it is probable that setitement will be required and are capable of being measured
reliably.

Provisions made in respect of wages and salaries, annual leave and sick leave expected to be settled within 12
months are measured at their nominal values based on expected rates of pay. The provision for long service
leave is measured as at present value of the estimated future cash flows.

{xiv) Comparatives

The Company was incorporated on 30 Aprit 2003. Consequently, the comparative amounts disclosed in these
financial statements relate to the 14-month period from incorporation to 30 June 2004.

Consolidated Company
2005 2004 2008 2004
$ $ $ $
2. REVENUE FROM ORDINARY ACTIVITIES
Sales revenue 1,886,324 279,848 - -
interest income 9 638 40,929 2,180 34,049
Other income 129,084 10,105 - -
Total revenue from ordinary activities 2,025,057 330,980 2,180 34,049
3. LOSS FROM ORDINARY ACTIVITIES
BEFORE INCOME TAX BENEFIT
The operating loss before income tax has
been determined after charging the
following items:
Amortisation of:
- Leasehold improvements 989 512 - -
Depreciation of:
- Plant and equipment 61,550 8,928 - -
- Motor vehicles 2779 - - -
Totat depreciation and amortisation expense 65,318 9,438 - -
4. AUDITOR’'S REMUNERATION
Audit services:
Stanfon Partners
- audit and review of financial reports 25,868 11,558 25,866 11,556
Other services:
Stanfon Partners
- taxation compliance services 750 - 750 -
26,618 11,556 28,616 11,5886
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Piguant BLUE LIMITED
ABN 19 104 558 4566

NOTES TO THE FINANCIAL STATEMENTS {cont'd)}
for the year ended 30 June 2005

Consolidated Company
2005 2004 2008 2004
$ $ $ $
5. TAXATION

Income tax benefit
Prima facie income tax benefit calculated at
30% on the operating loss from ordinary
activities {641,648) {398,724) (650,379} {373,286)
Decrease in income tax benefit due to:

- non deductible expenses 413 1,164 228 -
Future income tax benefit not brought to
account 641,238 387,560 650,151 373,286

income tax benefit attributable to loss - “ . .

The estimated income tax benefit attributable to tax losses carried forward amounts to $1,038,000 (2004: $397,000)
for the Group and $1,023,000 (2004 $373,000) for the Company.

The potential future income tax benefit will only be obtained if:

{iYy The Group and the Company derives future assessable income of a nature and an amount sufficient to enable
the benefit to be realised, or the benefit can be utilised by another company in accordance with the Income Tax
Assessment Act 1997,

{ii} the Group and the Company continues to comply with the conditions for deductibility imposed by law; and

{iii} no changes in tax legislation adversely affect the Group and the Company in realising the benefit.

6. CASH ASSETS
Cash at bank and on deposit 435,780 807 858 225208 790,327

7. RECEIVABLES

Current
Trade debtors 454 747 49,049 - -
Less: Provision for doubtful debts {18,400 - - -
438,347 49,049 . .
Gther debtors 22,463 26,186 - 1,400
480,810 75,235 - 1,400
Non-curreni
Unsecured loan — controlied entities - - 3,866,435 1,565,321
L.ess: Provision for non-recovery - - {2,912,105) {1,112,261}
- - 054,330 453,080
8. INVENTORIES
Finished goods 338,383 157,225 - .
Raw materials 378,085 359,169 - -
716,438 516,394 - -
9. OTHER CURRENT ASSETS
Prepayments 44,739 14,724 - -
Other 7,462 2,837 - -
52,201 17,861 - .
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NOTES TO THE FINANCIAL STATEMENTS {cont'd)

for the year ended 30 June 2005

Piguant BLUE LIMITED
ABN 19 104 558 4566

10. PROPERTY, PLANT & EQUIPMENT

Plant and equipment, at cost
Less: Accumuiated depreciation

Motor vehicles, at cost
Less: Accumuiated depreciation

Office furniture and equipment, at cost
Less: Accumuiated depreciation

L.easehold improvemenis, at cost
Less: Accumuiated amortisation

Totat Property, Plant and Equipment

Reconciliations

Reconciliations of the carrying amounts for
each «class of property, plant and
equipment are set out below;

Plant and equipment

Balance at beginning of the year
Additions
Depreciation

Balance at end of year

Motor vehicles

Balance at beginning of the year
Additions
{epreciation

Balance at end of year

Office furniture and equipment

Balance at beginning of the year
Additions
Depreciation

Balance at end of year

Leasehold improvements

Balance at beginning of the year
Additions
Amortisation

Balance at end of year

Consolidated Company
2065 2004 2008 2004
$ $ $ $
310,390 242915 - -
{34,192} (687 - -
276,188 242,228 - -
50,793 - - .
(2,779 - - .
48,014 - - .
121,860 76,441 - -
{36,283} {8,239) - -
85,877 68,202 - -
17,695 8,795 . .
{1,581} {512) - .
16,194 8,283 - -
426,083 316,713 - .
242 228 - . -
67,476 242915 - -
(33,508) (B87) - -
276,198 242,228 - -
50,793 . . -
{(2,779) - . -
48,014 - - -
68,202 - . -
45519 76,441 - -
{28.,044) {8,238} - -
85877 68,202 - .
8,283 - . -
10,800 6,795 . -
(983) (512) - -
16,194 6,283 - -
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Piguant BLUE LIMITED
ABN 19 104 558 4566

NOTES TO THE FINANCIAL STATEMENTS {cont'd)}
for the year ended 30 June 2005

Consolidated Company
2005 2004 2005 2004
$ $ $ $
1. INVESTMENTS
Shares in EVOO Australia Pty Ltd
{100% owned} - at cost - - - -
Shares in AOX Pty Ltd
{100% owned) - at cost - - 30,000 30,600
Shares in Njot Australian Foods Pty Lid
{100% owned) - at cost - - 20,600 20,000
Shares in Oilpack Australia Pty Ltd
{51% owned) - at cost - - 180,600 150,600
- - 200,000 200,000
Less: Provision for diminution in value of
investment - - {180,000) {125,000}
. - 20,000 75,000
12, PAYABLES
Current
Trade creditors 277,863 442 672 11,506 -
Other creditors and accruals 267,900 80,802 51,665 14,500
545,763 523,474 63,171 16,500
Non- current
Urisecured loan owing to controfled entity - - 220,000 -
13. PROVISIONS Note
Provision for employee benefits 23 51,761 11,840 - -
14, INTEREST BEARING LIABILITIES
Current
Lease liabilities 20 54,645 - “ “
Bank facilities 376,218 - - -
Unsecured ioan facility 375,000 - 375,000 -
806,063 - 375,000 -
Non-current
Lease labilities 20 181,888 - - -

The carrying amounis of non-current assets pledged as security are:

Plant and equipment 206,463 . . .
Motor vehicles 48,015 - . -
Office furniture and equipment 1,563 - - .

256,041 - - -
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Piguant BLUE LIMITED
ABN 19 104 558 4566

NOTES TO THE FINANCIAL STATEMENTS {cont'd)}
for the year ended 30 June 2005

14,

15,

INTEREST BEARING LIABILITIES {cont'd)

Consolidated Company
2005 2004 2005 2004
$ $ $ $

Financing arrangements
The consclidated entity has access
to the following lines of credit:
Total facilities available:
Bank facilities 450,000 - - -
Unsecured loan facility 1,080,000 - 1,000,000 -

1,450,008 - 1,000,000 -
Faciiities ulilised at reporting date:
Bank facilities 376,218 - - -
Unsecured toan facility 375,000 - 375,800 -

751,218 - 375,000 -
Facilities not utilised at reporting date:
Bank facilities 73.782 - 73,782 -
Unsecured ioan facility 625,000 - 625,000 -

698,782 - 698,782 -

Bank facilities

These facilities include a revelving debtors financing faciity. The limit of this facility increases in line with the level of
debtors balance. In addition fo this facility, the Group has facilities to finance export sales by the use of letters of
credit. The bank facilties are secured by a guaraniee from the Company and a mortgage debenture over EVOO
Australia Pty Lid.

Unsecured loan facility

This unsecured facility bears interest at 8.0% pa.

Finance fease facility

The finance lease liabilities are secured by the leased assets, as in the event of defauli, the assets revert to the
lessor. The finance tease facility is secured by a guarantee from the Company.

CONTRIBUTED EQUITY

issued and paid-up capital
63,850,001 [2004: 58,250,001] fully paid
ordinary shares 3,853,572 2.5883,672 3,083 8572 2,553 572

The following movements in contributed equily occurred during the year:

Number of Number of
Shares Shares 2005 2004
2005 2004 $ $
Balance at 1 July 2004 58,250,001 58,250,001 2,853,572 2,553,572
tssue of Shares at $0.25 each 5,600,000 - 1,400,000 “
63,850,001 58,250,001 3,053,572 2,553,572

Subsequent to balance date, 6,666 667 fully paid ordinary shares were issued at $0.30 per share to raise $2,000,000
{Refer Note 27 for further details).
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Piguant BLUE LIMITED
ABN 19 104 558 4566

NOTES TO THE FINANCIAL STATEMENTS {cont'd)}
for the year ended 30 June 2005

15, CONTRIBUTED EQUITY {cont'd}
Options

During the financial year, 1,175,000 options exercisable at 42 cenis each on or before 19 May 2010 were granted
pursuant to the terms of the Piguant Blue Limited Employee Option Scheme. Further details of these options are
included under the Remuneration Report.

The following options {0 subscribe for ordinary fully paid shares were outstanding at balance date:

Class Expiry Date Exercise Price Number of Options
Class A 30 April 2008 25 cents 2,250,060
Class B 30 April 2007 30 gents 2,250,000
tnilisted 31 December 2007 20 cents 9,775,000
Class C 30 April 2008 35 cents 2,500,060
Employee Option Scheme 19 May 2010 42 cents 1,178,000

These options do not entitle the holder to participate in any share issue of the Company or any other entity.

Neone of these options were exercised during the year and all remain outstanding at 30 June 2005,

Consolidated Company
2005 2004 2008 2004
$ $ $ $
16. ACCUMULATED LOSSES
Accumuiated losses at the beginning of the
year {1,329,07%) - {1,244 285) -
L.oss for the year {2,138,825) {1,329 079) {2,167 920} {1,244 285}
Accumuiated losses at the end of the year {3,487 .804) {1,328,079) {3,412 205} {1.244 285}
Consolidated Consolidated
2005 2004
$ 3
17. QUTSIDE EQUITY INTEREST
Cutside equity interest in controlled entities comprise:
interest in share capital 100,154 100,154
Share of accumulated losses at the beginning of the vear {26,303} -
Share of loss from ordinary activities after income tax {53,682} {26,303
Total cutside equity interests 20,159 73,851
Consolidated Company
2005 2004 2008 2004
Note $ $ $ $
18, TOTAL EQUITY RECONCILIATION
Totat equity at the beginning of the
year 1,298,344 - 1,309,287 -
Total changes in parent entity
interest in equity recognised in
statement of financial performance {2,138 825) {1.320,079) {2,167 920y {1,244,285)
Contributions of equity 15 1,400,000 2,883,572 1,400,600 2,553,572
Totat changes in outside equity
interest 17 {53,692) 73,851 - -
Total equity at the end of the year 505,827 1,288,344 541,367 1,308,287
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Piguant BLUE LIMITED
ABN 19 104 558 4566
19. FINANCIAL INSTRUMENTS DISCLOSURE

{a} Interest rate risk exposure

Cash includes funds held in term deposiis and cheque accounts during the year, which earned interest at rates
ranging between 0% and 4.55%, depending on account balances.

The following annual interest rates apply to the Group's credit facilities;

Bank debtors financing facilities 14.10%

tinsecured loan facility 8.00%

Lease liabilities 7.48% to 7.81%

All other financial assets and liabilities are non-interest bearing.

{b} Credit risk exposures

Credit risk represents the toss that would be recognised if counterparties fail to perform as contracted.

The credit risk on financial assets and liabilittes of the consolidated entity which have been recognised on the
statement of financial position, is the carrying amount, net of any provision for doubtful debts.

{c} Net fair values of financial assets and liahilities

——

The financial assets and fabilities included in current assets and liabilities in the statement of financial position are
carried at amounts that approximate net fair values.

The carrying amounts and net fair value of financial assets and habilities as at the reporting date are as follows:

Consolidated

Consolidated

2005 2004
Carrying Net fair Carrying Net fair
amount Value amount Value
$ $ $ $

Financial assets

Cash assets 435,780 435,780 907 655 907,855

Receivables 460,810 460,810 75,2358 75,235
Total financial assets 886,590 806,580 082 890 082,890
Financial liabilities

Payables 545,763 545,763 523,474 523,474

interest bearing Habilities 987 861 987,961 - -
Total financiat liabilities 1,533,724 1,533,724 523474 523474
Net financial assets/ {liabilities) {637,134) (B837,134) 459 418 489 416

Consolidated
2005 2004
$ $

Reconcitiation of net financial assets/{liabilities) to net assets
Net financial assets/ {liabilities) (637,134) 489 416
tnventories 716,438 516,394
Cther assets 52,201 17,661
Property, plant and equipment 426,083 316,713
Provisions {51,761} {11.840)
Net assets 505,827 1,208,344
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Piguant BLUE LIMITED
ABN 19 104 558 4566

NOTES TO THE FINANCIAL STATEMENTS {cont'd)}
for the year ended 30 June 2005

20. COMMITMENTS

Consolidated Company
2005 2004 2008 2004
$ $ $ $
Operating lease commitments
Future operating lease rentals not provided
for in the financial statements and payable:
Not later than one year 121,280 77.000 44,280 -
Later than one year but not later than
five years 151,697 128,275 100,491 -
272977 206,275 144,771 -

The consolidated entity leases property under non-cancellable operating leases expiring from three to four vears.
L.eases generally provide the consolidated entity with a right of renewal at which time all terms are renegotiated.

Finance fease payment

commitments Note
Finance lease commitments are
payable:
Not later than one year 66,329 - “ -
Later than one vear but not
tater than five years 219,023 - . .
285,352 - - .
Less: Future lease finance (48 809) X i i
charges
236,743 - - .
L.ease fabilities provided for in
the financial statements:
Current 14 54,845 . . .
Non-current 14 181,898 - - .
Total lease liability 236,743 - - -

21. EARNINGS PER SHARE

Number Number
2005 2004
Weighted average number of shares used as the denominator
Crdinary shares 81,168,906 35,018,268

Diluted eamings per share do niot show an inferior view of the earnings perfermance of the Company than is shown
by earnings per share and is not disclosed for this reason.
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Piguant BLUE LIMITED
ABN 19 104 558 4566

NOTES TO THE FINANCIAL STATEMENTS {cont'd)}
for the year ended 30 June 2005

22,

23,

CONTROLLED ENTITIES

Particulars in relation to controlled entities

Entity interest Entity interest
2005 2004
Parent entify
Piguant Blue Limited
Confrolled entifies
AOX Pty Ltd 100% 100%
EVOO Australia Pty Lid 100% 100%
Njeoi Australian Food Pty Ltd 100% 100%
Gilpack Australia Pty Ltd 51% B1%
All controlied entities were incorporated in Western Austrafia.
Consolidated Company
2005 2004 2005 2004
Note $ $ $ $
EMPLOYEE BENEFITS
Aggregate liability for employee
benefits, including on-costs
Current
Provision for employee benefits 13 51,761 11,840 - -
Number of employees
Number of employees at the end of the
year 12 G - -

Equity-based plans

Employee Share Oplion Scheme

The Company operates an incentive scheme known as the Piguant Blue Emplovee Option Scheme {"Scheme™)
approved at the general meeting on 30 May 2003.

The maximum number of options that can be granted under the Scheme is restricted to 5% of the total issued shares
as at the date of the grant of options. There is nio issue price for any options granted under the Scheme.

Each option is convertible to one ordinary share. The exercise price of the options, determined in accordance with the
terms of the ptan, is the highest of;

{a} 110% of the market price of the Company's shares on the date on which the options are issued;
(b} 20 cents; or
{c) any greater price determined by the Directors.

All options expire on the earlier of their expiry date or termination of the employee’'s employment. The vesting terms
of the options are as follows:

Options may be exercised in the proportions listed in Celumn A below at any time between the corresponding
period listed in Column B below and 19 May 2010:

‘Column A Column B
25% immediately (19 May 2005}
25% & months {19 November 2005)
25% 12 months (19 May 2008)
25% 24 months (19 May 2007)

There are no voting or dividend rights attaching to the options. There are no voting rights attached te the unissued
ordinary shares. Voling rights will be attached to the unissued ordinary shares when the options have been
exercised.
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Piguant BLUE LIMITED
ABMN 19 104 555 4585

NOTES TO THE FINANCIAL STATEMENTS {cont'd)}
for the year ended 30 June 2005

24, DIRECTOR AND EXECUTIVE DISCLOSURES {cont’d}

Gther transactions with the Company or its controlled entities

A number of specified directors, or their persenally-refated entities, hotd positions in other entities that result in them
having controf or significant influence over the financial or operating policies of those entities.

A number of those entities transacted with the Company or its subsidiaries during the financial year. The terms and
conditions of those transactions were no more favourable than those available, or which might reasonably be
expected to be available, on similar fransactions to unrelated entities on an arm's fength basis.

The aggregate amounts recognised during the year relating to specified directors, or their personally-related entities
were total expense of $3092 446 (2004: $25,250). Details of the transactions are as follows:

2005
Transaction Note $
Specified directors
Mr A Ho Secretarial and accounting fees {i 36,000
Mr P Miller Consuitancy fees {ii} -
Specified executives
Mr M Konowatous Sales revenue Hi); 356,448
392 448

{iy A company associated with Mr Ho, provides company secretarial services in connection with the operations of the
Group. Terms for such services are based on market rates, and amounts are payable on a2 monthly basis.

{iy A company associated with Mr Miller, provided consultancy services in the previous financial period in connection
with the operations of the Group. Terms for such services are based on market rates, and amounts are payable
on a monthly basis.

(it} Oilpack Australia Pty Lid, a company of which Mr M Konowalous is a director and holds 49% indirect interest, has
provided bottling and warehousing services to EVOO Australia Pty Lid, a wholly owned subsidiary of Piguant Blue

Limited.
30 June 2008
Liabilities at 30 June 2005 arising from the above fransaction $
Current liabifities
Other creditors and accruals 0,740

Equity instruments
Option holdings
Urilisted Options

The movement during the reperting year in the number of options over ordinary shares exercisable at $0.20 on or
before 31 December 2007 held, directly, indirectly or beneficially by each specified director and specified executive,
including their personally-related entities, is as follows:

CHeldal v Granted as R Other o Heldat o

30 June 2004  remuneration Exercised changes 30 June 2005 _
Mr A Konowalous : f5,0Z§,{J_(_)Q - - : f-:"ﬁ,_p_25,0__{)_(}_
Mr R Hance S e - - ORI
Mr 3 Hancey e - - e
Mr A Ho 1,000,000, - - - 1,000,000 -
Mr P Mitler D e e - - T
Mr {3 Lipton - -

Specified executives P
Mr M Konowalous 1,000,000 .- -
Mr P Slaughter ST - e : .
Mr R Turner Lo Tl i g S i L e

All options vested on the date of issue. No options held by specified directors are vested but not exercisable.
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Piouant BLUE LiMITED
ABHN 19 1064 555 455
NOTES TO THE FINANCIAL STATEMENTS {cont'd}
for the year ended 30 June 2005

24, DIRECTOR AND EXECUTIVE DISCLOSURES (cont'd}
Class A Options

The movement during the reporting year in the number of options over ordinary shares exercisable at $0.25 on or
before 30 April 2008 held, directly, indirectly or beneficially by each specified director and specified executive,
including their personally-related entities, is as follows:

Heldat - Grantedas LUl Cther L Hedat el

3{} June 2004 remuneration _ E}(erc_:ised changes _3{) June 20_05 _
Specified directors SN SRR e

Mr A Konowalous D

Mr R Hance 11450,000 .
Mr 3 Hancey Ll e e

Mr A Ho
Mr P Mitter
Mr {3 Lipton

1,800,000 2,250,000,

Specified executives

Mr M Konowalous
Mr P Slaughter L - e = e
Mr R Turmor L T i . T ] _ T

All options vested on the date of issue. No options held by specified directors are vested but not exercisable.

Class B Options

The movement during the reporting year in the number of options over ordinary shares exercisable at $0.30 on or
before 30 April 2007 held, directly, indirectly or beneficially by each specified director and specified executive,
including their personally-related entities, is as follows:

“Held at e Granted as e e Other i Held at Tt

3{} Jgne_20_04 remuneration _ E;(erf_:ised changes _30 June 20_05 _

Specified directors

Mr A Konowalous
Mr R Hance

Mr 3 Hancey

Mr A Ho

Mr P Mitter

Mr {3 Lipton

Specified executives

Mr M Konowailous
Mr P Slaughter .
Mr R Turner ) - - . SRR ) - e

All options vested on the date of issue. No options held by specified directors are vested but not exercisable.
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Piouant BLUE LiMITED
ABHN 19 1064 555 455
NOTES TO THE FINANCIAL STATEMENTS {cont'd}
for the year ended 30 June 2005

24, DIRECTOR AND EXECUTIVE DISCLOSURES (cont'd}
Class C Options

The movement during the year in the number of options over ordinary shares exercisable at $0.35 on or befere 31
August 2007 held, directly, indirectly or beneficially by each specified director and specified executive, including their
personaily-related entities, is as follows:

. He’d at e Granted as R e Other . Held at T -

30 June__2004 remuneration Exerc;_sed _ changes 30 June 2005

Specified directors

Mr A Konowalous IOV

Mr R Hance 500,000 - "
Mr 3 Hancey DT e

Mr A Ho L e

Mr P Mitler o -

Mr {3 Lipton

2,000,000 @ff’z‘s_'o__o,_gg@ -

Specified executives

Mr M Konowalous
Mr P Slaughter

MR T L A PR i

All options vested on the date of issue. No options held by specified directors are vested but not exercisable.

Emplovee Option Scheme Options

The movement during the reperting year in the number of options over ordinary shares exercisable at $0.42 on or
before 19 May 2010 held, directly, indirectly or beneficially by each specified director and specified executive,
including their personally-related entities, is as follows:

“Held at e Granted as e e Other Held at T

30 .Jun_e__}ZGO_tt_._ remuneration Exer_ciged _ changes 30 June 20_05
Specified directors T D e

Mr A Konowalous
Mr R Hance

Mr 3 Hancey

Mr A Ho

Mr P Mitter

Mr {3 Lipton

Specified executives

Mr M Konowalous 50,000
Mr P Slaughter -+ 600,000 : Y
Mr R Turner L e ’ L S ) ] S

Only 25% of options vested on the date of issue. The remaining 75% will be vested according to the table disclosed
in note 23.
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Piguant BLUE LIMITED

NOTES TO THE FINANCIAL STATEMENTS {cont'd)}
for the year ended 30 June 2005

ABHN 19 104 558 458

24, DIRECTOR AND EXECUTIVE DISCLOSURES {cont’d)

Eguity holdings and transactions

The movement during the year in the number of ordinary shares held, directly, indirectly or beneficially by each

specified director and specified exgcutive, including their personally-related entities, is as follows:

e “Received on -
L Heldat ..exercise of "

U Heldat v

Specified directors

Mr A Konowalous
Mr R Hance

Mr {3 Hancey

Mr A Ho

Mr P Mitter

Mr {3 Lipton

Specified executives

Mr M Konowailous
Mr P Slaughter
Mr R Turer

34700007 566560

30 June 2004 Purchases options Sales

9,400,000

1,400,000 " 5,600,000 -
1,587,500 i :
2,000,001 - i

(33,500

:.4‘003,000__:---..;

30 June 2005

15,400,000 "
17,000,000 -
- 41,687,500
21000001
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NOTES TO THE FINANCIAL STATEMENTS {cont'd}

for the year ended 30 June 2005

Piguant BLUE LIMITED

ABHN 19 104 558 458

Consolidated Company
2005 2004 2008 2004
$ 3 $ $
26. NOTES TO THE STATEMENTS OF CASH
FLOWS
{a} Reconciliation of cash
For the purposes of the statements of cash flows,
cash includes cash on hand and at bank and short
term deposits at call, net of ocuistanding bank
overdrafts. Cash at the end of the year as shown in
the statement of cash flows is reconciled to the
related items in the statement of financial position
as follows:
Cash assets (refer Note 6) 435,780 907 655 225208 790,327
{b} Reconciliation of net cash flows from
operating activities to loss after income tax
Loss after income tax (2,192,517} {1,355,382) {2,167 920} {1,244 285)
Add non-cash items:
Amortisation 989 512 - -
Amounts set aside to provisions 105,939 11,840 1,854,844 1,237,261
Depreciation 64,320 8,826 - -
Intangibles written off - 17,769 - -
Goodwill written off - 45,759 - -
Net cash used in operating activities before
changes in assets and fiabilities {2,021,260) {1,270,576) {313,078) {7.024)
Changes in assets and labilities during the year:
{Increase) in receivables (401,978) {75,238) - {1.400)
{Increase) in inventories {200 044) (516,304) - -
{Increase)/ decrease in other assets {34,540) {17 681} 1,400 -
{Decrease)/ increase in payables {12,830) 523,474 52 671 10,500
Net cash from/fused in) operating activities {2,670,650) {1,358,392) {2580 0085 2,078

27.

28,

EVENTS SUBSEQUENT TO REPORTING DATE

Subsequent to balance date, the Company issued 6,666,667 Shares at $0.30 each to institutional and professional
investors to raise $2,000,000.

IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING
STANDARDS

The Austratian Accounting Standards Board {(AASB) is adopting International Financial Reporting Standards (IFRS)
for application to reporting pertods beginning on or after 1 January 2005. The AASE has issued Austrafian eguivalents
to IFRS, and the Urgent Issues Group has issued interpretations coresponding to IASB interpretations originated by
the Internationat Financial Reporiing Interpretations Committee or the former Standing Interpretations Committee.
These Australian equivalents to FRS are referred o hereafter as AIFRS.

Entities complying with AIFRS for the first time will be required o restate their comparative financial statements fo
amounts reflecting the application of AIFRS to that comparative pericd. The consolidated entity must therefore
prepare an opening statement of financial position in accordance with AIFRS as at 1 July 2004, This will form the
basis of accounting for AIFRS in the future, and is required when Piguant Blue prepares is first fully AIFRS-compliant
financiat reports for the half-year ending 31 December 2005 and the year ending 30 June 20086,

Set out below are the key areas where accounting policies are expected to change on adoption of AIFRS, and the
Company's best estimate of the gquantitative impact on the financial statements. The figures disclosed are
management's best estimates as at the date of preparing the 30 June 2005 financial report. The actual effects of
transition to AIFRS may differ from the estimates disclosed due to (i} ongeing work being undertaken to assess AIFRS
standards; {(if} potential amendments to AIFRS and interpretations thereof being issued by the standard-setters; and
{if} emerging accepted practice in the interpretation and application of AIFRS and LHG Interpretations.
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Piouant BLUE LiMITED
ABHN 19 1064 555 455
NOTES TO THE FINANCIAL STATEMENTS {cont'd}
for the year ended 30 June 2005

Taxation

On transition to AIFRS the income tax balances will be calculated based on the "balance sheet approach”, replacing
the “income statement approach” applied under the current accounting poticy. This method recognises deferred tax
batances when there is a difference between the carrying value of an asset or liability for accounting purposes and its
tax base. No impact has been identified on the consolidated or parent entity's statement of financial position or
performance as a result of this change in approach.

Share based Payments

Under AASE 2 Share Based Fayments, Piguant Blue is required to recognise an expense for all equity-based
remuneration, including options issued to employees under the Employee Option Scheme that had not vested by 1
January 2005. The expense is determined by reference to the fair value of the equity instruments issued.

The fair value of options granted fo employees is recognised as an expense on a pro-rata basis over the vesting
period in the income statement with a corresponding adjustment to equity.

This will result in a change to the current accounting policy, under which no expense is recognised for equity-based
compensation.

Intangible Assets

Under AASE 138 Infangible Assels, intangibles acquired which have finite useful ives must be amortised over their
useful lives. Internally generated goodwill, brands and costs related to research activities and items similar in
substance may not be recognised as assets. All expenditure on research must be expensed when it is incurred. This
will result in a change in the Company’s current accounting policy which allows for the capitalisation of costs incurred
in the research phase of an internally generated intangible asset where future benefits are expected beyond a
reasonable coubt. No impact has been identified on the consolidated or parent entity’s statement of financiat position
of performance as a result of this change in approach.

Impairment of Assets

Under AASB 138 impairment of Asseis, the recoverable amount of an asset is determined as the higher of its net
disposal value and its value in use, determined by the present value of the future cash flows it is expected fo
generate. This will result in a change in the Company's current accounting policy, which determines recoverable
amount of an asset on the basis of undiscounted cash flows. No impact has been identified on the consolidated or
parent entity’'s statement of financial position or performance as a result of the change in policy.

Reconciliation of equity as presented under AGAAP to that under AIFRS

Consolidated Company
30 June 2005 1 July 2004 30 June 2005 1 July 2004
$ $ $ $

Total equity under AGAAP 505,827 1,298,344 541,367 1,309,287
Adjustments fo Accumulated Losses
Recognition of share-based payment expense {29,375) - {28,375) -
Adjustments to reserves
Recognition of share-based payment expense 28,375 - 29,375 -
Total equity under AIFRS 505,827 1,298,344 541,367 1,309,287

Reconciliation of net loss as presented under AGAAP to that under AIFRS

Consolidated Company
30 June 2005 30 June 2005
5 5
Net loss for the year ended 30 June 2005 under AGAAP {2,138,825) {2,167 920}
Recognition of share-based payment expense {29,375) {29,375)

Net loss for the year ended 30 June 2005 under AIFRS {2,168,200) (2,197,285}
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Piguant BLUE LIMITED
ABMN 19 104 555 4585

DIRECTORS DECLARATION

In the opinion of the directors of Piguant Blue Limited:

{a) the financial statements and notes, set out on pages 18 o 41, are in accordance with the Corporations Act 2001,
including:

{iy giving a true and fair view of the financial position of the consolidated entity and of the Company as at
30 June 2005 and their performance, as represented by the results of their operations and their
cashfiows, for the year ended on that date; and

{ity complying with Accounting Standards and the Corporations Act 2001; and

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

The Directors have been given the declarations required by Section 2854 of the Corporations Act 2001 #rom the chief
executive officer and chief financial officer for the financial year ended 30 June 2005,

Dated at Perth, Western Australia this 23" day of September 20085.

Signed in accordance with a resclution of the directors:

.-"r} A : f/
Andrew Kﬁ%wélous

Managing Director
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STANTON PARTNERS

1 HAVELOCK STREET
WEST PERTH 6005
WESTERN AUSTRALIA

TELEPHONE: (08) 9481 3188
Facsimile: {08) 8321 1204

e-mail australiag@stanton.com.au

INDEPENDENT AUDIT REPORT

TO THE MEMBERS OF
PIQUANT BLUE LIMITED

SCOPE

The financial report and directors’ responsibility

The financial report comprises the statements of financial posifion, statements of financial
performance, statements of cashfiows, accompanymg nofes to the financial statements, and
the director’s declaration for Piquant Blue Limuted (the Company) and the consolidated entity
for the year ended 30 June 2005. The consolidated entity comprises both the company and the
entities it controlled during the period.

The directors of the Company are responsible for the preparation and frue and fair
presentation of the financial report in accordance with the Corporations Act 2001, This
mcludes responsibiiity for the mamtenance of adequate accounfing 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.

Audit approach

We conducted an mdependent audif i order to express an opinion to the members of the
Company. Our audit was conducted in accordance with Australian Auditing Standards m
order to provide reasonable assurance as to whether the financial report 1s free of material
misstatement. The nature of an audit 1s influenced by factors such as the use of professional
judgement, selective testing, the mherent limitations of internal control, and the availability of
persuasive rather than conclusive evidence. Therefore, an audit cannot guarantee that all
material misstatements have been detected.
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We performed procedures to assess whether in all material respects the financial report
presents fairly, i accordance with the Corporations Aet 2001, including compliance with
Accounting Standards and other mandatory financial reporting requirements m Australia, a
view which 1s consistent with our understanding of the Company’s and the consolidated
entify’s financial position, and of their performance as represented by the resuits of their
operations and cash flows.

We formed our opinion on the basis of these procedures, which included:
» cxamming, on a test basis, mformation to provide evidence supporting the amounts
and disciosures m the fmancial report, and
» assessing the appropriateness of the accounting policies and disclosures used and the
reasonableness of significant accounting estimates made by the directors.

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

INDEPENDENCE

In conducting our audit, we followed applicabie mmdependence requirements of Australian
professional ethical proncuncements and the Corporations Act 2001,

AUDIT OPINION
In our opinion, the financial report of Piguant Blue Limited is in accordance with:
a} the Corporations Act 2001, including:
(1) giving a true and fair view of the Company’s and consolidated entity’s financial
position as at 30 June 2005 and of their performance for the year ended on that date;
and

(11) complying with Accounting Standards in Australia and the Corporations Regulations
2001; and

b} other mandatory professional reporting requirements in Australia.
STANTON PARTNERS

J P Van Dieren
Partner

Perth, Western Australia
23 September 20035
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STANTON PARTNERS

1 HAVELOCK STREET
WEST PERTH 8005
WESTERN AUSTRALIA

TELEPHONE: {(8) 9481 3188
Facsimile: {08) 8321 1204

e-mail. australiag@stanton.com.au

23 September 2005

The Directors

Piquant Biue Limited
Level 1, 189 Hay Street
SUBIACO WA 6008

Prear Sirs

RE: PIQUANT BLUE LIMITED

In accordance with section 307C of the Corporations Act 2001, I am pleased to provide the
following declaration of independence to the directors of Piquant Blue Limited.

As Audit Partner for the audit of the financial statements of Piquant Biue Limited for the year
ended 30 June 2005, 1 declare that to the best of my knowledge and belief, there have been no

contraventions of:

(1)  the auditor independence requirements of the Corporations Act 2001 in relation to the
audit; and

(31) any applicable code of professional conduct in relation to the audif.

Yours faithfully
STANTON PARTNERS

Afprtin. ferihon

L [(y——

John Van Dieren
Partner
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