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Chairmuan’s Report
It i as frustrating to your Directors ag i1 must be to you to note that the tanguage of this Report is so much about

prospects and not enough about achicvement.

There has been a great deal of activity, promotion, selling and efforts 1o stimudate Interest, but the results fall far

short of what we want to achieve.

Medteg (CPR Ezy Kit)

Promotions have been given 10 Commonwealth and State Departments of Health, rescue product distributors, heakth
and safety organisers who train paramedical people, the NRMA and other auto organisations, rescarchers, and so on
throughout Australia, the US, the UK, Europe and Asia, particudarly China. s all relevant countries, approvals from
Government avthorities have been forth coming. While the verbal response i favourable, the orders are only coming

slowly.

Sporeowhistle
J Hudson and Co {Acme Whistles), the largest worldwide manufacture and distributor of whistles used in all sortg of

situations, is pressing on with promotion and sales. We hope to see some useful resulis within 6 months.

The second product, a handheld small personal alarm whistle {called the Guardian, has equally been well received
and should show results In the same time span. Promotion on other markets and for a varlety of applications is

underway.

Reontate
Reomate hag taken much longer t0 get to market testing than we would have wished. It I8 undergoing fests and

hopefully will go to market within weeks.



The Company

The Directors have decided that the main object of our activities will be to take new products to the point where they
can prove market aceeptance and so confer a value on the shares of the subsidiary company which develops and
markets them. Having added that value, we shall then seek to sell the product or the business for a worthwhile figure,
thug freeing up cash for the development of new products and of course paying dividends to our very patient

sharcholders.

Conclusion
The Management and Board of Directors have been working very hard and consistently on all of this. | have never
known such a committed, talented and energetic group of people. | want 10 express warmest appreciation and thanks

{o all of them for their hard work and commitment to the Company.

There is a resolution to issue 362,734 shares (o Mr. David Hunt, Chief Executive Officer as part of hig contract of
emploviment. His annual remuneeation Is restricted by the cash availability of the company. He has done an excellent
job in promoting TechStar and It products in what we all know to be difficult conditions. He enjoys the complete
support of his colleagues and our appreciation for his commitment 1o the company. | would urge vou o support this

resolution.

Giiven that so much time has passed, when we actually achieve real positive results, we plan to report the details

directly to vou as well as reporting the information to the Australian Stock Exchange.

lohn B. Reid AO



TechStar Limited

DIRECTORS’ REPORT

The Directors present their report on the consolidated financial report for the vear ended 30 June 2003,

DIRECTORS

The names and details of the Directors of the Company in office during the financial vear and unit] the date of this report are:

LB, Reid, A.G., LL.B, Hon. D. Bus

{C Stwrt), Hon. Phe D (Gld), Hon. D.Univ
{QUT), CPE, FAICD, FAIM.

{Chairmar}

B.P. Jones, B Bus Mgt, FAIM, ASIA
{Non-Executive Director)

LW, Laurie, B Ec, FCPA, FAIM
{Non-Executive Director)

AL Hanmer
{Non-Executive Director)

P.M. O Neill,
{Resigned)

Mr Reld was appointed Non-Executive Chairman in August 1999, He is a highly regarded
Australian businessman.

He is Emerites Chairman of the Australian Graduate School of Management, Besteare Foods
Limited, and Business Management Limited. He hag significant previous commercial and
financial experience ags Chalrman of James Hardie lndustries Limited, Deputy Chairman of
Qantag Airways Limited, a Director of Broken Hill Proprietary Limited (BHPY, Coles Myer
Limited, Barclays Australia Limited, and a member of the [aternational Advisory Board of the
Swisg Banking Corporation.

Mr Reid is algo a Life Governor of the Australian lnstitute of Management.

Mr Jones joined the Company as Non-Executive Director in August 1999 He hag been involved
in investment banking for over 20 vears, with the past 15 vears at Director and Managing
Director fevel with focal and lnternational investment banks. He hag specialised in the raising of
venture and development capital for smaller companies, including the preparation of business
plans, financial structuring, and equity raising.

He is currently a Birector of Tomato Technologies Limited, BestCare Foods Limited and
Business Management Limited.

Mr. Laurie joined the company as Non-Executive Director in Janpary 2000, Mr. Laurie has
significant experlence in manufacturing and marketing in a wide variety of industries, both
domestic and international. He is currently Chairman of Pyrmont Raw Materials Pty Lid, and
Skansen Holdings Lid, and Director of Wealth Management Limited.

He was previously an Exccutive Director of Australian Cement Lid. General Manager of CSR
Lid's Beilding Materials Division and Sugar Marketing Division, and Managing Director of
Melcann Ltd

Mr. Haamer joined the company as Non-Executive Director in December 2061, Mr Haneer
hag over 25 wears senior marketing experience and a strong frack record of company
management, acquisitions and leveraging new technologies 1o build professional organisations.

He has been Senior Vice President and Director of MceCann Erickson Worldwide and Regional
Director of Asia South Pacific, as well ag Chairman of McCann Erickson Australia, working
internationally with global companies. He s currently Director of Queensland Thoroughbred
Racing Board and Director of Endeavour Foundation.

Mr O'Neill resigned as Managing Director on 27 August 2002,

Al Directors shown were in office for the entire vear and up to the date of thig report, unless otherwise stated.



TechStar Limited

DIRECTORS’ REPORT

PRINCIPAL ACTIVITIES
The principal activities during the wvear, in cach entity within the consolidated entity were technology research and development,
coppmercialisation and intellectual property ownership,

There was no sigmificant change in the nature of these activities during the year. The company is a company liimited by shares and
incorporated and domiciled in Australia.

RESULTS AND IMVIDENDS

The operating foss from ordigary activities alter income tax atiributable 1o members of TechStar Limited (“TechStar'} was $385,780 {2042:
loss $2.693.492). The operating loss from ordinary activities after income tax of the consolidated entity for the vear ended 34 June 2603 was
$1.890,168 {2002: loss §3,841,671).

The Directors do not recommend the payment of any dividend for the vear ended 34 June 2003,

REVIEW OF OPERATIONS

The consolidated entity is currently bringing three products to market. They are CPR Ly, SportzWhistle, and Reo-mate.

Medteg generated the majority of the company’s revenues during the vear. These revenues came from more than {ifteen countries, includiag
Australia, China, Greece and laly. However new major sales agreements were signed with substantial distributors in USA, UK and Europe
and these should lead to a significant increase in sales volumes.

Subsequent {0 the end of the vear, Medieg Innovations has received CPREzy orders and pavments from {taly, Greece and the Philippines.
Orders are currently being finalised in the USA with our new distribution network.

Development of SportzWhistle has progressed well during the vear. 1. Hudson & Co (Whistles) Lid, the kargest whistle manufacturer and
distributor in the world, is the global distributor for the “SportzWhistle” product. Hudson have demonstrated the “SportzWhistle” electronic
whistle (o European and International sporting conventions in the past 12 months. Hudson arranged for one of our directors to visit the UK
mid September 2003, with a view to finalising orders and deposits for Sportzwhistle

As a separate matter, Hudson has entered into a heads of agreement for a joint venture agreement with TechStar, for the production and global
marketing/distribution of the “Guardian™ product, a personal alarm, based on the unique high dB techaology in the *SportzWhistle”. Hudson
hag undertaken market research for both the “SportzWhistle™ and “Guardian™ and have predicted they will both be high volume sales products.
The "Reomate™ is now widergoing ficld-testing after some delays in final completion.  Keen interest for the global distribution rights hag
being expressed by an Australian too] manufacturer, and an infernational distributor. [t is expected that presentations 1o these interested
external equipment manufacturers and distributors will occur late October 2003,

CHANGES IN STATE OF AFFAIRS

There were no changes in the state of affaies.

SIGNIFICANT EVENTS AFTER THE BALANCE DATE

On the 6 August 2003, $140,000 worth of shares were (ssued to former director Peter O'Neill, as detailed in a Deed of Settlement and Release
signed on 27th August 2002, and approved by sharcholders at the 2002 Annual General Meeting. Shares were calculated by reference o the
average of the closing prices of TechStar shares on the ASX for the five trading days immediately preceding 6 August 20030 Accordingly,
355,356 shares were issued.

On the 1 July 2003 125,000 unlisted options were granted to each lender IRSF Pev Lid, Daviros Pty Lid and A. Navlor as consideration for the

three parties lending $30,004 each to TechStar Limited in the vear ended 38 June 2003,

ENVIRONMENTAL REGULATION AND PERFORMANCE

The Company or consolidated entity 18 not subject to any particular or significant environmental regulation.
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DIRECTORS’ REPORT

SHARE OPTIONS

Emplavee share options
Ag at the date of this report there were 90,000 unissued ordinary shares under options. Refer 10 note 24 of the financial statements for further

details of options outstanding. During the financial year there were 240,000 options @ $0.30 were forfeited by staff who regigned.

Listed share options

As at the date of this report there were no Hsted options.

INDEMNIFECATION AND INSLRANCE OF DIRECTORS

During the financial year, the Company has paid a premivm in respect of & contract insuring all the Birectors and Officers against a lability
incurred in their role ag Directors and Officers of the Company. The insurance contract prevents disclosure of the Hability or amount of the
premivm paid.

MHRECTORS® MEETINGS

The numbers of meetings of Directors and meetings of committees of Directors held during the vear, and the number of meetings attended by
cach Director were as follows:

DIRECTORS’ MEETINGS OF COMMITTEES
MEETINGS AUDIT REMINERATION
Number of meetings held: 2 2 I
Number of meetings
attended:
LB, Reid 2 2 1
B.P. Jones i1 2 1
LW, Laurie {1 n/a 1
AL Hanmer 1] nfa nia

The Company hag an Audit Committee and a Remuneration Commitiee.
The members of the Audit Committee are Mr LB, Reid and Mr BP. Jones. The members of the Remuneration Committee are Mr 1.B. Reid,
Mr B.P. Jones and Mr LW, Laurie.




TechStar Limited

DIRECTORS’ REPORT

DIRECTORS’ INTERESTS IN SHARES AND OPTIONS

Equity instruments of Divectors

{1} As at the date of this report the interests in the equity Instruments of the Company held by Directors of the reporting entity and their
director related entities were:

Ordinary Shares

Fully Paid
I. B. Reid 8377439
B P Jones R.432302
I W, Lawrie 2895920
AT Hanmer 256,000

sl

(i1} Subsequent to balance date Mr Peter O'Nelll was issued ordinary shares in TechStar Limited 10 the value of 31400080, caleulated by
reference to the average of the closing prices of TechStar Shares on the ASX for the five trading days Immediately preceding 6 August
2003,

HRECTORS’ AND OTHER OFFICERS’ EMOLUMENTS

The Remuneration Comeittee of the Board of Directors is responsible for determining and reviewing compensation arrangements for the
Pyirectors, and the executive team. The Remuneration Commitice assesses the appropriateness of the nature and amount of emoluments of such
officers perfodically by reference 1o refevant market conditions, with the overall objective of ensuring maximum stakeholder benefit. Such
officers are given the opportunity o receive their base emohunent in a variety of forms including cash and fringe benefits such as motor
vehicles and expense payment plans. It is intended that the manner of payment chosen will be beneficial for the recipient without creating
undue cost for the Company.

To agsist in achieving these objectives, the Remuneration Comemnitice relates the nature and amount of Non-Executive Directors” and officers”
emohuments to the Company’s financial and operational performance.

Details of the nature and amount of each element of the emolument of each Director of the Company for the financial year are ag follows:

Emoluments of DHrectors of the Company

ANNUAL EMOLUMENTS LONG TERM EMOLUMENTS
Base

SafarviTees {Mher Superannuation Total
b3 b3 b3 5
1. B. Reid 64,008 - - G000
B. P Jones 40,060 - - 40,006
LW, Laurie 46,006 - - 46,006
A Hanmer 40,060 - - 40,006
P.M. O'Neill 63,868 - - 65,868

Messrs Reid, Jones, Laurie and Hanmer have not been paid their emoluments during the year due to the tight cashflow position of the
company and have agreed to defer payments until 1™ luly 2004. Although an agreement has been reached with TechS$tar, it may be that
during the year the deferred payments will be paid when the cash position improves.

Duaring the year Messrs Laurie and Hanmer were {ssued 250,000 shares cach, as approved at the 2002 annual general meeting. On the
date of issue TechStar Limited shares were trading on the ASX at approximately 18 cents each.

Emoluments of Executives of the Company and Conselidated Entity
During the vear the D.P. Hunt was paid $123.676.
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DIRECTORS’ REPORT

DIRECTORS’ INTERESTS IN CONTRACTS
No material contracts Involving Directors” interests were entered into during or at the end of the financial vear, other than the transactions
detatled in note 31 of the financial report.

CORPORATE GOVERNANCE STATEMENT
In recognising the need for the highest standards of corporate behaviour and accountability, the Directors of TechBStar support and have
adhered 1o the principles of corporate governance.

The company”™s corporate governance statement is contained in the additional ASX information section of this annual report.

Signed for and on behalf of the Board in accordance with a resolution of the Directors.

Brian P Jones
Director

Brisbane, 30 September 2003
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STATEMENT OF FINANCIAL PERFORMANCE

YEAR EXDED 30 JUNE 2043 Notes

Sales revenue 2
Cost of sales

Giross profif

Osher revenoe 2
Sales and marketing expenses

Administration expenses — writedowns
Adminisiration expenses

Produoet research & developiment expenses

Less  capitalised research &  development i2

expenses
Borrewing costs 3

LOSSES FROM ORDINARY ACTIVITIES
BEFORE INCOME TAX

INCOMLE TAX EXPENSE RELATING TG
ORDINARY ACTIVITIES

LOSSES FROM ORDINARY ACTIVITIES
AFTER INCOME TAX

Net losses stiributable to oneside equity interests
21
NET LOSSES  ATTRIBUTABLE TO

MEMBERS OF THE PARENT ENTITY 20

TOTAL CHANGES IN EQUITY OTHER
THAN  TFIHOSE  RESULTING  FROM
TRANSACTIONS  WITH OWNERS  AS
OWNERS

Basic loss per share
27

Diluted loss per share

27



TechStar Limited

STATEMENT OF FINANCIAL POSITION

AN AT 30 JUNL 2003 Notges

CLURRENT ASSETS

Cazh asgets 22
Receivables ]
Inventories 7

{Hher agsely

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS

Receivables 6
{her financial assets g
Plant and equipment 14
Intangible assets i1
Research and develapmer 12

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES

Payahtes i3
Interest-bearing Habilities 14
Provisions 15

TOTAL CURRENT LIABILITILES

NON-CURRENT LIABILITIES

Payables 6
Interest-bearing labilities 17
TOTAL XON-CURRENT LIABILITIES

TOTAL LIABILITIES

NET ASSETS (DEFICIENCY)

EQUITY

Parent catity interest

Condributed equity 18
Reserves 14
Accumutated Josses 20

Total parent entity interest

Outside equity interest 21




TechStar Limited

STATEMENT OF FINANCIAL POSITION

TOTAL EQUITY
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STATEMENT OF CASH FLOWS

YEAR EXDED 30 JUNE 2043 Notes

NET €CASH FLOWS FROM OPERATING
ACTIVITIES

Receipts from customers

Payments to suppliers and emplovees

Interest received

Botrowing costs

Research and development expenditure

NET CASH FLOWS (USED IN) OPERATING
ACTIVITIES 22¢a)

CASH FLOWS FROM INVESTING

ACTIVITIES

Proceeds from sale of planl  cquipment and

financial assets

Acquisition of plant and equiprent

Loans ko associates

Purchase of shares in controfled entity

NET CASH FLOWS FROM (USED N}
INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING

ACTIVITIES

Proceeds from issue of shares

Payment of share issue cosis

Proceeds from borrowings

Repavinent of borrowings

NET CASH FLOWS FROM {USED IN)
FINANCING ACTIVITHS

NET INCREASEXDECREASE) IN CASH HELD

Add opening cash brought forward

CLOSING CASH CARRIED FORWARD 22{h}




TechStar Limited

NOTES TO FINANCIAL STATEMENTS

30 JUNE 2003

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting

The financial report hag been prepared in accordance with the historical cost convention.

The financial report is a general purpose financial report which has been prepared in accordance with the requirements of the Corporations
Act 2001 which includes applicable Accounting Standards. Other mandatory professional reporting requirements (Urgent lssues Group
Consensus Views} have also been complied with.

The ¢consolidated entity has incurred a net loss atiributable to members of $1,241,344 during the current financial year, and at 30 June
2003 has a deficiency in net current assets of $352.389 and net liability position of $833,542. As such, there is significant uncertainty
as to the company and consalidaied enlity conlinning as going concerns.

Notwithstanding this, the financial report is prepared on the going concern basis as in the opinion of the directors the company and
consolidated entity will be able to pay their debts as and when they fall due based on anticipated sales of the Medteq product, through
newly established distribution channels, in the short term and the successful commercialisation of the Sportzwhistle and fron Bar
prodocts. 8ales of these products are anticipated to yield retorns in excess of current costs. Where future working capital is required,
alterative methods of fandraising may be sought, including the sale of or more investments and through the provision of continned
financial sapport by the directors and director related entities.

However should the anticipated sales of the products not generate sufficient revenues and cashflows as expected and alternative
methods of raising funds not be found, the company and consolidated entity may not be able to pay their debts as and when they fall
due and may be reguired to realise assets and extinguish liabilitics other than in the ordinary course of business and at amounts
different from those stated in the financial statements.

Changes in accounting policies

The accounting policies adopted are consistent with those of the previous vear except for the accounting policies with respect to the provision
for dividends and emplovee benefits.

i} Provision for dividends

The consolidated entity hag adopted the new Accounting Standard AASBE 1044 “Provigions, Contingent Liabilities and Contingent Assets”
which has resulted in a change in the accounting for the dividends provigion. In accordance with the requirements of the new Standard, a
provision for dividends will only be recognised at the reporting date where the dividends have been declared, determined or publicly
recormmended prior to the reporting date.

[} Emplovee benefits

The consolidated entity has adopted the revised Accounting Standard AASB 1028 “Employee Benefits”, which has resulted in a
change in the accounting policy for the measurement of emplovee benefit Habilities. Previously, the consolidated entity measured the
provision for employee benefits based on remuneration rates at the date of recognition of the Hability. In accordance with the
requirements of the revised Standard, the provision for employee benefits is now measured based on the remuneration rales expected
to be paid when the liability is settled.

The application of these policies did not have a material effect on the operating result of the entity.
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NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Principles of consolidation

The consolidated financial statements Incorporate the assets and Habilities of all entities controlied by TechStar Limited as at 30 June 2003
and the results of the controlied eatities for the that vear. TechStar Limited and 18 controlled entities together are referred to In this financial
report as the consolidated entity or the group.

[nformation from the financial statements of subsidiaries is included from the date the parent company obtaing controb until such time as
control ceases. Where there is loss of control of a subsidiary, the consolidated financial statements include the resulis for the part of the
reporting perlod during which the parent company has control.

The financial statements of subsidiaries are prepared for the same reporiing period as the parent company, using consistent accounting
policies. Adjustments are made to bring 010 line any dissimilar accounting policies that may exist. The effects of all transactions between
entities in the consolidated entity are climinated in full.

Subsidiary acquigitions are accounted for using the purchase method of accounting,

Foreign currencies
Translation of foreign currency transactions

Transactions in forcign currencies of entities within the consolidated entity are converted to focal currency at the rate of exchange ruling at
the date of the transaction.

Agnounts pavable to and by the entilies within the consolidated entity that are oufstanding af the balance date and are denominated In foreign
currencies, have been converted to local currency using rates of exchange ruling at the end of the financial vear.

All resulling exchange differences arising on settlement or re-statement are brought to account in determining the net profit or foss for the
financial year.

Cash

Cash on band and in banks and short-tern deposits are stated at nominal value.

For the purposes of the Statement of Cash Flows, cash includes cash on hand and in banks, and money market investments readily convertible
1o cash within 2 working days, net of outstanding bank overdrafis.

Bank overdrafis are carried at the principal amount. Interest I8 recognised as an expense as it accrues.

Trade and other receivables

Trade receivables are recognised and carried at original invoice amowst less a provision for any uncollectible debis. An estimate of doubtfid
debts is made when collection of the full amount is no longer probable. Bad debts are written off ag incurred.

Receivables from related parties are recognised and carried at the nominal amount due, less any amounts not considered collectible.

{nterest is taken up ag income on an acerual basis.

Recoverable anmount

Non-current assels are carried at an amount not above their recoverable amount, and where carrying values exceed this recoverable amount,
assets are written down. In determining recoverable amount, the expected net cash flows have not been discounted to their present value.

favestments

Noa-current investients are carried at the lower of cost and recoverable amount.
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NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

laventories

[rventories are valued at the fower of cost and net realisable value.

Costs involved in bringing each product w0 s present location and condition are accounted for as follows:
»  Raw Materials — purchase cost on a standard cost basis and:

»  Finished goods and work-in-progress — cost of direct materials and labour on a standard cost basis.

Plant and equipment

Clost and valuaiion

Plant and equipment are brought to account at cost less, where applicable, any accumulated depreciation or amortisation. The careving
amount of plant and equipment is reviewed annually by Directors to ensure 1t is not in excess of the recoverable amount from those assets.
The recoverable amount is assessed on the basis of expected net cash flows which will be received from the assets employment and
subsequent disposal. The expected net cash flows have not been discounted to present values In determining recoverable amount.
Depreciation

Depreciation is provided on a straight-line basis on all plant and equipment.

Depreciation period is: 2003 2042
»  Plant and equipment 3 1o 5 vears 3 to 3 vears
Leases

Leases are classified at thelr inception as either operating or finance leases based on the economic substance of the agreement s0 as to reflect
the risks and benefits incidental 1 ownership.

Operating leases

The minimum lease pavments of operating leases {where the lessor effectively retains substantially all of the risks and benefits of ownership
of the leased ftem) are recognised as an expense on a straight-line basis.

Finance leases

Leases which effectively transfer substantially all the risks and benefits incidertal to ownership of the leased ltem to the entity, are capitalised
at the presest value of the minimum lease pavments and disclosed as plant and equipment under fease. A lease Habillty of equal value iz also
recognised.

Capitalised lease assets are depreciated over the shorter of the estimated useful 1ife of the assets and the lease term. Minimum lease paviments
are alfocated between interest expense and reduction of the lease Habillty, with the interest expense caleulated using the interest eate implicit
in the kease and charged directly to the statement of financial performance.

intangibles

Croodwill

Goodwill represents the excess of the purchase consideration over the fair value of the identifiable net assets acquired at the time of
acquisition of a business or shares in a controbled entity. Goodwill Is amortised on a straight-line basis over the period during which benefits
are expected to be received. This is taken as being six vears.

Intellectuad Property

intellectual property is amortised on a straight-lne basis over the period during which benefits are expected 1o be received. This is taken as
being six vears. Unamorttised costs are reviewed at cach balance date to determine the amount (if any) that is no longer recoverable bevond
reasonable doubt and any amount identified s written offl
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NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Gther nen-current assels
Research and Developmens costs

Research and development costs are expensed a$ incurred, except where Tuture benefits are expected, bevond any reasonable doubt, (o exceed
those costs. Where research and development costs are deferred, such costs are amortised over Tuture periods on a basig related to expected
future benefits. Unamortised costs are reviewed at each balance date to determine the amount (If any) that I8 no longer recoverable and any
amount identified is written off.

Trade and other payables

Liabilities for trade creditors and other amounts are carried at cost, which is the falr value of the consideration 1o be paid in the future for
goods and services received, whether or not billed to the consolidated entity. Payables to related parties are carried at the principal amount.
[nterest, when charged by the lender, 18 recognised as an expense on an accrual bagis.

laterest bearing liabilities

All foans are measured at the principal amount plus accrued interest if applicable. Interest is charged as an expense as it accrues. Finance
fease Hability is accounted for in accordance with the requirements of AASE 1008: “Leases™

Provisions

Provisions are recognised when the economic entity has a legal, equitable or constructive obligation to make a future sacrilice of economic
henetits o other entities as a result of past transactions or other past events, it is probable that a future sacrifice of economic benefits will he
required and a reliable estimate can be made of the amount of the obligation.

A provision for warranty is recognised for all products under wareanty at the reporting date based on sales volume and past experience of the
fevel of repairs and returns.

Contributed Equity

[ssued and paid up capital is recognised at the falr value of the consideration received by the Company.  Any transaction costs arising on the
fssue of ordinary shares are recognised divectly In equity as a reduction of the share proceeds received.

Revenue recognition

Revenue is recognised o the extent that it is probable that the economic beaefits will flow to the entity and the revenue can be reliably
measured. The following specific recognition criteria must also be met before revenue 18 recognised:

Serle af Goods

Control of the goods has passed to the buyer.

Rendering of Services

Revenue from the rendering of corporate services to associated companies is recognised upon the delivery of the service to those companies.
Interest

[nterest revenue is recognised on a proportional basis taking into account the interest rates applicable to the financial assets.
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NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Employee benefits

Provision {s made for emplovee benefits accumulated as a result of emplovees rendering services up 1o the reporting date. These benefits
inchide wages and salaries and annual leave.

Liabilities arising in respect of wages and salaries, annual leave and any other emplavee benefits expected to be settled within twelve months
of the reporting date are measured at thelr nominal amounts based on remuneration rates which are expected 10 be paid when the liability is
setifed. AH other emplovee benefit Habilities are measured at the present value of the estimated future cash outflow to be made in respect of
services pravided by employvees up (o the reporting date. [n determining the present value of future cash outflows, the market vield as at the
reporting date on mational government bonds, which have tenms to matarity approximating the terms of the related labiliy, are used.

Erplovee benefit expenses and revenues arising in respect of the following categories:
. wages and salaries and annual leave: and

. ather types of emplovee benefits

are recognised against profits on a net basis in their respective categories.

Taxatien

Income taxes

Tax-cifect accounting is applied using the Hability method whereby income tax iz regarded ag an expense and i caleulated on the accounting
profit after allowing for permanent differences. To the extent tming differences oceur between the time items are recognised in the financial
stalements and when items are taken info account in determining faxable income, the net related taxation benefit or Hability, caleulated at
cuerent rates, is disclosed as a future income tax benefit or a provision for deferred income tax. The net future income tax beneflt refating to
tax losses and timing differences is not carried forward ag an asset unless the benefit is virtually certain of being realised.
Croods and Services Tax ((GST)
Revenues, expenses and assets are recogaised net of the amount of GST except:
- where the GST incurred on a purchase of goods and services 18 not recoverable from the taxation authority, in which case the GST s
recognised as part of the cost of acquisition of the asset or as part of the expense item as applicable; and
~ receivables and payables are stated with the amount of GST included.
The net amount of GST recoverable from, or payable to, the taxation authority I8 included as part of receivables or payvables In the Statement
of Financial Position.
Cash flows are included in the Statement of Cash Flows on a gross basis and the GST component of cash flows arising from Investing and
financing activities, which is recoverable from, or payable to, the taxation authority are clagsified as operating cash flows.

Earnings per share

Basie EPS iz caleulated as net profit atiributable 10 members, adiusted to exclude costs of servicing equity {other than dividends) and
preference share dividends, divided by the welghted average number of ordinary shares, adjusted for any bonus clement.
Diluted EPS is calculated ag net profit atirtbutable to members, adjusted for:

- costs of servicing equity (other than dividends) and preference share dividends;

- the afler fax effect of dividends and interest associated with dilutive potential ordinary shares that have been recognised as
expenses; and

- other non-discretionary changes in revenues or expenses during the period that would result from the dilution of potential ordinaey
shares divided by the weighted average number of ordinary shares and dilutive potential ordinary shares, adjusted for any bonus
clement.

Comparatives

Where secessary, comparatives have been rechassified and repositioned for consisteney with current vear diselosures,



TechStar Limited

NOTES TO FINANCIAL STATEMENTS

YEAR ENBDED 30 JUNXE 2083 Notes

2. REVENLE FROM ORDINARY ACTIVITIES
Revenaes from operasing aetivides:
Revenue from sale of poods
Revenue from services
Total reventes from operating activities
Revenues from nom-operating activifies:
tnterest
- sssociated companies 31
- other persons/eorporations
Tuotal interest
COthier
~proceeds from sales of plant & equipment
~other
Other revenue
Taotal revenes from non-operating aclivities
TFotal revenues from ordinary aetivities
3. EXPENSES AND LOSSES/HGAING)
{8) Lxpenses
Depreciation of non-clirrent assets
Plant and cquipment

Plant and equipment under lease

Total depreciation of non-clirrent assets

Amortisstion of non-current agsets
Intettectua] property
Goodwill
Research and developracnt costs
Total amortisation of non-carrent assets
TFotal depreciaion and amortisation expenses
Borrowing costs expensed:
Enderest expensc
- Finance leage
- O directors” Toans

- {rther persons/corporations

Other borrowing costs:
- (rther personsicorporations

TFotal borrowing costs expensed




TechStar Limited

NOTES TO FINANCIAL STATEMENTS

YEAR ENBDED 30 JUNXE 2083 Notes

3. EXPENSES AND LOSSES/{GAINS), continned
COperating Jease renal - minimuam lease payments

Provision for emplovee entitlements
Doubtiul debis expenses

{h) Lossesf(guing)

Net foreign currency fossesq gaing}
Trade payables
Trade receivables
Foreign cash holdings

Net foreign currency fossesq gaing}

Specific expenditure included in expenses from

ordinary activities:
. Recoverable armount write-down R&D
e Dimimdion in value of inangibles

e Write-down of inventory to met realisable
value

. Pyirnirution in value of irvestments

. Pyirnirtion in value of loans receivable




TechStar Limited

NOTES TO FINANCIAL STATEMENTS

CONSOLIDATED - . C(}xsoLln_gjl'y_:p :

YEAR EXDED 30 JUNE 2043 Notes

4. INCOME TAX

The priraz facie tax on operating foss, al 30% differs
from the imcome tax provided in the financial
statemnents as follows:

Prima facic tax benefit on operating Joss '56.'?,1159 '3_,152,:"‘:_01_ .

Tax effect of permanent differences
Share of associates” net profits/{losses)
Capital expenses o S BT
Amortisation of intangibles 08,314 . ...(3_3.531_3_3)
R&D incentive claim {additional 23%) - ' ) 4

Other lterms Net

Prima fiacie fax benefit not bought to accoun! on - 5 L
operating fosses at balance date as realisation of the el U ABTLL (983,502}
benellt is not regarded as virually certain. '

Income tax expense attributable to ordinary activities

Futwre income fax bencfit arising from tax losses wot
brought o account at halance date as realisation of the

1840493

2,578,805

benefit is not regarded as virually certain.

The prina facie fidure income fax benefit will onty be obtained ift

{#y Fulure assessable income s derived of a nature and of an amount sulficient o enable the benefit to be realised;
(B The conditions tor deductibifity imposed by tax Jegistation continted to be cormplicd with:

{¢}  Nochanges in tax fegislation adversely affect the consolidated entity in realising the henefit and

Tax consolidation
Al the date of this report the consolidated entity has not entered the consolidated tax regime.



TechStar Limited

NOTES TO FINANCIAL STATEMENTS

YEAR ENBDED 30 JUNXE 2083 Notes

5. RECEIVABRLES (CURRENT)
Trade debtors L 2_'?,459.____
fess: Provision for donbiful debns {19,717}

. __73?42 ..

Sundry debtors
Amotids receivable from related parties
- direetors

- director related

{4} Terms and condifions

Terms and conditions refating to the above {Tnancial instruments:

(i} Domestic trade debtors are non-interest bearing and generally
o 3} day terms.

{fi) Owerseas {rade debtors are non-interest bearing and generally
on Letter of Credit on sight terms.

{iity Sundry debtors are non-interest bearing and have repavment
terms between 3 davs and 90 days.

6. RECEIVABLES (NON-CURRENT)
Amotits recebvable from related parties:
- corrofled entities 31

{a) Terms and condifions

Terms and conditions relating o the above financial
instruments:

Detaile of the terms and conditions of related party
receivahles are set outf in note 31




TechStar Limited

NOTES TO FINANCIAL STATEMENTS

YEAR EXDED 30 JUNE 2043 Notes

T. INVENTORIES {CURRENT}

Raw Materials

CPR Exzy af cost

Work in Progress

CPR Exzy af cost

Finished goods

CPR Exzy af cost

Total lnveniories

CPR Exzy af cost

Total inventories at bower of cost and neg
reitisable vilue

8. OTHER CERRENT ASSETS

Prepayments




TechStar Limited

NOTES TO FINANCIAL STATEMENTS

YEAR EXDED 30 JUNE 2043

9. OTHER FINANCIAL ASSETS (NON-CURRENT)
Investments comprises:

Conérotled enéities — ualisted shares

(iy Duoring the year investinents in controled entities
were writiea down to recoverable amount as
follows:

Inter-cent Pty Ltd
Oypening balance
Piminution in vilee

Closing balance

Coneepeual Innovation and Design (Holdings) Piv Lid
Opening balance

Acguived af cost

Biminution in valae

Closing balance

(2} Interests i whelly  owned

subsidiaries
Name Coantry of
incorporition
Inter-whistle Pty Lid Australin
Inter-cent Pty Lid Australin
Inter-ironbar Pty Led Aunstealin
Inter-medieqg Pty Lid Australin
Contceptual lenovation and Design Aupstealin
(Haoldings) Pty Lid (vii)
(b} Iterests in ofther subsidiarvies
SportzWhistle Pty Lid () Apstealin
Centurion Tech Holdings Pty Lid tii) Aunstealin
Centurion Technologies Pty Ltd (i) Aunstealin
Tronbar Pty Lad {Hiv(vi) Aunstralii
Medteg Holdings Pry Lid {ivi Aunstealin
Medteg Imnovations Pty Lid {iv) Aunstealin
Concepual Innovation and Design Pry Aupstralii

Lid (v



TechStar Limited

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 30 JUNE 2603

9 OTHER FINANCIAL ASSETS (NON-CURRENT)

(CONTINUED)

() Iavestments ave held by Inter-whistle Pty Lid

(it} Investments are held by Inter-cent Piy Lud

{itiy [nvestments are held by Inter-ironhar Pty Lad

{iv} ltavestnents are held by Inter-medteq Pry Lid

(¥} Investments arc held by Conceptual Innovation and

Diesign {Holdings) Pry 11d

{vi} Controf exists due 1o the catity’s Tinancial  dependence

g Inter-ironbar Pry Lid

{vii) TechStar Limited’s holding in this entity was sold i the
vear ended 30 June 2003 for no cash consideration

Motes

18. PLANT AND EQUIPMENT

Plant and cquipment:
Al cost
Provision for depreciation

Plant and cquipment ander Jease
Al cost
Provision for amortisation

Total plant and equipraent

Total plant and equipment
Atcost
Provision for depreciation and amortisation
Total written down amotm!
Assels pledged gs security

Ineluded in the balance of Plant and Equipment
are assets over whick a floating charge hag been
granted as security over foans {see note (4 & 1T
Assets under lease are pledged as security for the
agsociated tease lahilities.

{&} Reconciliations

Pl and equipment

Carrying amount at beginning

Additions

Disposals

[Jepreciation expense

Pl and equipment under lease
Carrying amotnd at beginning
Terminated during the vear

Amortisation expense




TechStar Limited

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 30 JUNE 2603 Notes

11, INTANGIBLE ASSETS
Goodwill

Accumidated amortisation

Intefteciual property at cost
Accumuiated amortisation

Diminution of recoverable amount ¢4}

{iy The directors consider the carrving amount at
cost 1o exceed the recoverable amount.

Included in the balance of inteHectual property are
agsets over which a floating charge has been
granted as sccurity over foans {see note (4 & 1T)

12, Resesrch and Development
Research and developracnt costs
Balance at beginning of vear af cost

Research  and  development  costs  incwrred
during the vear and deferred
[Mmination of recoverable amount

Accumidated amortisation

Balance at end of vear

13. PAYABLES {CURRENT)

Trade creditors

Agnournts payable to related parties 3
{Oiher creditors

Aggregate amounts payable to refated parties:
- divector related entities

- directins




TechStar Limited

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 30 JUNE 2603 Notes

13. PAYABLES (CURRENT) (Cont}

{2} Terms and conditions relating to the above
financial instraments

{8} Trade creditors are non-interest bearing and are
wormally settfed on 30 day torms.

(i} Details of the terms and conditions of related
party payables are set out in aote 31

(i) dher creditors are non-intetest bearing and
have an average term of 4 months.

14, INTEREST BEARING LIABILITIES ({CLURRENT)

Secured lease liabiity — finance lease 23

Borrowings sceuring by fixed and floating charge
- bank overdraft
- director refated entities

Terms arad conditions refating to the shove {inancial

instruments:
(i} Finance feases have an average lease term of 4
vears with the option to purchase the asset at the
completion of the lease terrn for the assel’s
markel value. The average discount rate implicit
in the leases & 10%. Secured lease liabilities are
secured by a charge over the feased assels.

{H} Bank overdrafl i repavable over fime A
cominuing  overdraft {heility of SHO0600 is
available subject to periodical bask review.
Interest is charged at the daily bank base lending
rate plus [ 75%pa.



TechStar Limited

NOTES TO FINANCIAL STATEMENTS

YEAR EXNDED 30 JUNE 20403 Notes

13, PROVISIONS (CURRENTS
Ermplovee benefits 24
Warranty provision

16. PAYABLES (NON CURRENT)

DHrectors” fees

Directors’ fees are repavable over time.

17 INTEREST BEARING LIABILITIES
(NON-CERRENT}

- seeured lease lability — finance lease 23

- director refated entities

- oiker

Teras and conditions relating 1o the above financial

Tnstraments:
(i) Finance feases have an average lease term of 4
vears with the option to purchase the asset at the
completion of the lease termn for the assel’s
market value. The average discount rate implicit
in the leases i 10%. Secured lease liabilities are
secured by a charge over the leased assets.

{11} Drrector refated entity Toans are repavable over
time. [nterest s charped af the rate of 10%pa and
the [oans are secured via a floating charpe

{(iity Other loans are repayable over tiree with the
final payment due no later than March 2006.
Interest is charged af the rate of 10%pa. The loans
are sectred via & floating charge.




TechStar Limited

NOTES TO FINANCIAL STATEMENTS

YEAR EXNDED 30 JUNE 20403 Notes

18. CONTRIBUTED EQUITY

(2} Fssued and paid ap eapital
Ordinary shares fulby paid

Less: Eeuity raising costs

(b} Movements in shares on issoe 23 2082

MNumber of sharpes 5 Number of shares $
Beginning of financial year 39,463,731 6,263,478 6,045 500 3962732
After capital reorpardsation (i} - N 36273000 N

Igsued during vear

- shares issued to directors {#i) S (MY - - -
- public equity raising — rights issue - . 2.501.840 2321472
- fess transaction costs (i} - - - {176.830)
- tisted shate option exercised - N F38.801 1RE1E3
- craployee share oplion exercised - - S0 160 45,000
End of the financial vear 39.963.731 6,263,478 39403731 6263478

(i) On 36™ July 2001, & peneral meeting of shareholders of Tech$tar Limited approved the reorpanisation of the company’s capital via a share split on a 6 now
shares for 1 share held basis. As a result of the capital reorganisation the 6,043,500 ordinary shares have been reorganised 1o 36,273,600 ordinary shares.

{it) Transaction costs incurred pertaining to a public equity raising.

{iti} At the 2002 annual general meeting the issuing of 500,000 shares to directors was approved.

(e} Share opsions

Optiong over ordinary shares

Emplovee share option plan

At the end of the vear there were HL000 (2002: 330,000} unissued ordinary options i respect of which options were outstanding.  Duwring the vear
emplovees who ceased employment forfeited their rights to options.{Refer note 24.)

Listed share options

Their were w0 new fisted share options issued for the period. Listed share options outstanding at 30 June 2002 lapsed in the vear ended 36 June 2003,

(d} Ferms and conditions of conéributed equity

thedlinary shares

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

Ordinary shares entitle their holders to one vote, either in person or by proxy, al & meeting of the company.



TechStar Limited

NOTES TO FINANCIAL STATEMENTS

YEAR EXDED 30 JUNE 2043 Notes

19. RESERVES
Asset revaltation
The asset revaluation reserve 18 used 10 record
increments and decrements in the value of non-

CUFTENT AS8ets.
Maovements in asset revaltation reserve:

- halance at beginning of vear and end of vear

28, ACCUMULATED LOSSESR

Accumulated osses

Balance at beginning of vear
Net losses aftributable 1o members of TechStar
Limited

Balance at end of vear

21, OUTSIDE EQUITY INTEREST
Reconciliation of outside equily  interests in
controfled entities:
Cipening balance
less share of operating loss

Closing balance

Cutside equity interest comprises:
Share capital

Accumulated Josaes




TechStar Limited

NOTES TO FINANCIAL STATEMENTS

YEAR EXDED 30 JUNE 2043 Notes

22, STATEMENT GF CASH FLOWS
s)Reconeiliation of the operating loss after tax to
the net eash flows from operations
Ciperating foss efter tax
[epreciation of non-cutrent assets
Amortisation of assets under finance lease
Amortisation of goodwill
Amortisation of inteflectual property
Amortisation of research & development
Net forcign currency {gainsilosses
Share of associates” net fosses
Dimirution of vatue of intangibles
Write-down of inventory to NRYV
Recoverable amount write-down — capitalised R&D
Diminution of value of fnvestments
Diminution of value of loans receivable
Accrued interest on interest bearing Habilities

Cither

Changes in assets and labilities:

Decrease/{increase} in trade and other receivables

Decrease/{increase} in other asseds

{Decrease)increase in trade and other creditors

{Decrease)inerease in employee entitlements

{Decreaselincrease i other provisions

{Pecrease)increase in goods and  services ax
payable

[ecreasef{increase} in inventory

Research and development costs capitatised

Net cash flow from {used in) operating activities
by Reconceilisfion of cash
Cash halance comprises:

« cash on hand and at bank

- short term deposits

- bank overdraft

Closing cash balance




TechStar Limited

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 30 JUNE 2003 Notes

22 STATEMENT OF CASH FLOWS {Continned}

©) Financing facilities svaiable
Af balance date the following financing facilities
had been negotiated and were available:

Fotat facilities

- bank overdeaft Bt i)
- related parties FTtib
- other 1THD

Facitities used at balance date

- Bank overdeaft Bt i)
- related parties FTtib
- other 1THD

Facitities anused at balance date

« Bank overdeafl Bt i)




TechStar Limited

NOTES TO FINANCIAL STATEMENTS

YEAR EXDED 30 JUNE 2043 Notes

23. LEASE EXPENDBITURE COMMITMENTS

fu) Cperating leases (non-cancelfable}
Minkmem fease pavinents
- ot fater than one yeatr
- [fater than one year and not ater than five vears
- later than five yeary
- agerepate lease expenditure contracted for at
balance date

Arnoums not provided for:
- petal commitments

Subsequent to year end the above commifment
has changed from $144.000 to $15.500. On 135
September 2003, the head office refocated to new
premises with a total rental commitment of
14,500 for three months.

thi Fingnce feases!

not fater than one year

tater than one vear and not tater han five vears

tater than five vears

total minimum lease payments

future fivance charges

tease liahility
- current Hability 4
- nom-cureent liability 17

Finance leases have an aversge lease torm of 4
vears with an averape discount vate of 0%
irpliedt in the feases. The security over finance
feases is disclosed in note 14

24, EMPLOYEE BENEFITS AND
SUPERANNUATION COMMITMENTS

Employee Entitlements

The apgregate employee entitfernent  fahility i
comprised of:

Provision for annmal leave {current)

{Oher provision (current)

Number of employees
The consolidated entity emploved 5 emplovees as at 30 June 2003 {2002: T emplovees).



TechStar Limited

NOTES TO FINANCIAL STATEMENTS

YEAR EXDED 30 JUNE 2043

24, EMPLOYEE BENEFITS AND SUPERAN
COMMITMENTS (Conf)

Superganoasion Commitmenss

ATt emplovees are entitfed to varving levels of benetits on retirement, disability or desth. The saperannuation plans provide accumudated benefits.
Emplovees corribute 1o the plans at various percentages of thelr wages and salartes. Contributions by the Company of up to 9% of employees™ wages
ard salaries are legally enforceable.

Employee share opion plan

An ermployee share option plan has been established where Directors, and certain members of staff of the consolidated entity are issued with options over
the ordinary shares of TechStar Limited. The options, issued for nil consideration, are igsued for & term of 3 vears, and are exercisable from 22
Deceraber 2006k The options cannot be ransferred and will not be quoted on the ASX. AH Directors and staft are currently eligible for this plan.

Information with respect to the nimber of options granted under the emplovee share option plan is as follows:

2603 2602
Number of options Weighted sverage Nuamber of Weighted average
exercise price optons exereise price
Balance at beginning of year 3380860 30 TG00 ERI 4]
Ralance after capital reorganisation B - 4243 HiK} .50
- granted . . . .
- Jesy forfeited {240,800) S0 - -
- grercised - - (R 63,56
Balance at end of vear PR .58 33000 .56
Exercisable at end of vear 8 e 58 330000 .56

1 30 July 2001, & peneral meeting of shareholders of TechStar Limited approved the reorganisation of the compary™s capital vig a share split on 2 6 new shares
for | share held basis.  As a result of the capital reorpanisation, the 70000 emplovee share options have been reorganised to 420,000 emplovee share options af
an exereise price $0.50 per share.

25, CONTINGENT LIABILITIES

No contingent labilities have arisen during or al the end of the financial vear.

26. SUBSEQUENT EVENTS

{i) On the & Angust 2003, $140.000 worth of shares were issued o former director Peter O'Neill, as detailed in a Deed of Settfement and Release signed on 2T
Augast 2002, and approved by sharcholders al the 20602 Annaal (eneral Meeting. Shares were calcalated by reference to the average of the closing prices of
TechStar shares on the ASX for the five trading days immediately preceding 6 August 2003, Accordingly, 535,556 shares were issued.

ity On the | July 2003 125,000 unlisted options were pranted 1o cack lender IRSF Piy Lid, Daviros Py Lid and A, Naylor ag consideration tor the three parties
lending $30,000 cach to TechSiar Limited in the vear ended 30 June 2003

3



TechStar Limited

NOTES TO FINANCIAL STATEMENTS

YLEAR ENDED 30 JUNE 2003 .
Notes

2L EARNINGS PER SHARE

Basic earnings per share (oents)
Dyifwted earrirgs per share (cents)
The following reflects the income and share data ased

in the caleulations of basic and dituted carnings per

share:

Net profitiToss)

Adjustments:

Net profit attributable t outside equity interest

Earnings used in calculating bagic and diluted earnings

per share

Weighted average mumber of shares used in caleulating

basic carnings per share:
Effecs of dilutive seenriies:

Share options™

Adjusted weighted average number of ordinary shares

used in caleulating basic carnings per share

{ty Potential ordirary shares from outstanding share
options are not considered dilmtive due to the exercise
price of the options exceeding the market price of
potential ordinary shares at all thmes from reporting

date to completion of the financial report.

There have been no conversions to, or subscriptions for
ordinary shares or issues of potential ordimary shares
sinee the reporting date and before the completion date

of this report.



TechStar Limited

NOTES TO FINANCIAL STATEMENTS

YEAR EXDED 30 JUNE 2043

28. REMUNERATHON OGF MRECTORS

Income paid or pavable, or otherwise made available, in
respect of the financial vear, to all Directors of sach
entity in the consolidated entity, directly or indirectly,
by the entities of which they are Directors or amy
related party:

Income paid or pavable. or otherwise made available, in
respect of the financial year, to all Directors of
TechStar Limited, directly or indirectly, from the entity
or any related patty:

The nwmber of Directors of TechStar Limited whose
income {including superannuation conlribwions) falls
within the following bands is:

SHLGO0 B $19.999
£201.000 B $29.999
S413,000) B $49 999
S60.000 - $69.999
$120.000 - S129. 999
$160.600 - 169 990

In the opinion of directors, remuncration paid to
directors is considered reasonable.

Messes Retd, Jones, Lautie and Hanmer bave not been
paid their emoluments during the vear due to the tight

cashilow position of the company.



TechStar Limited

NOTES TO FINANCIAL STATEMENTS

YEAR EXDED 30 JUNE 2043

Notes

29, REMUNERATION OF EXECUTIVES

Remuneration received or due and receivable by
exceutive officers of the consolidated entity whose
remuneration s FELO00 or more, from entities in the
consolidated entity or a relsted party, in connection
with the management of the affairs of the entities in the
cansolidated entity whether as an exceutive officer or
otherwise:

Remuneration received or due and receivable by
exceutive officers of the company whose remuneration
is 3100600 or more, from the company or a related
party, i connection with the management of the atfairg
of the company or any of its subsidiaries, whether as an
executive offfcer o otherwise:

The mumber of executives of the consolidated entity
ard the company whose remuneration fafls within the
following bands is:

$160.800 - $169.599
$120.000 - $129.999
$160.8400 - $169.999

In the opinion of directors, remuncration paid to
exceutives is considered reasonable.

36, AUDITORS REMUNERATION

Araounts recefved or due and recefvable by the suditors
of TechBtar Limited for

— an atdit or review of the financial report of the entity
and any other entity i the consolidated catity

— other serviees
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NOTES TO FINANCIAL STATEMENTS

YEAR EXDED 30 JUNE 2043

31 RELATED PARTY DISCLOSURES

(y The directors of TechSiar Limited during the financiz] year were:

LB Reid

BF Jones

W, Laarie

AL Hanmer

P.bE O Nedl (resigned 27" Augnst 20402}

(b The following related paréy transactions ocearred during the financial year:

(i}

(i

€

Transactions with related parties

$6.012 006 (2002:54.934.84 1 1. No amount was repaid during the vear.  Inlerest amounting to $317,764 (2002 $229.650) has been charged on these
loans.  An ammount of $162.414 (2002: $1.674.399) was writen down during the vear representing a diminution of value of loan receivable to
recoverable amott.

Classes of related parties involved:
(2) Controlled entities (wholly owned)
- Enter-whistle Pty Lid
B Futer-cent Piy Ld
“ Erter-medteg Py L4d
B Fter-tronbar Pry Ld
{by  Controlled entities {(partly owned)
- Centurion Tech Holdings Pty Lid
« Centurion Technologies Ply Ltd
B Medteg Innovations Pty Lid
- Medteg Holdings Pty Lid
B Fronbar Py Lid
- SportaWhistle Pry Lid
- Conceplual Innovation and Design {Holdings} Pty Ltd

- Conceplual nnovation and Desipn Pry Lid

Transactions with divector-related entities

Praring the vear , Meltharing Pry Lad (a company refated to M B P Jones), provided funding to TechSmar Limbted totatling $78,371 2002 $400 000,
The {oan wag provided on commercial lending terms secared by a floating charge over the assets of the company at the rate of irterest of 10%pa.
Enterest amounting to $13,393 (2002: $41 .96 1) has been charged on this loan.

Paring the vear, Quorrobolong Pry Lid (a company related 1o Mr J. B. Reid} provided funding to TechStar Lintited rotalling $900.000 2002
FB75.004). The Toan was provided on conmercial lending terms, secured by a floating charge over the asses of the company at the rate of hnterest of
16%.  Interest amounting 1o $112.289 (2002: §$7.553) has been charged on this foan.

Praring the vear, the Jones Tamily {refated to My B. P. Jones) provided {unding to lronbar Pty Lid, a controled entity, totalling $31.638 (2002: $8,750.
The foan was provided on commercial fending termg, secured by a floating charpe over the assets of Tronbar Pry Lid af the rate of fnterest of 10%.
Enterest amounting to $5.511 {2002 Sail} has been charged on this loan.

Transactions with directors

Mr A1 Harener has provided executive rmenagement and marketing services during the vear. The services provided are in addition to regular nop-
exccutive director duties. A service feo has heen negotiated at a discounted rate of $830 per day for an average 1 to 2 davs per month. Total fees paid
during the vear are $33,722 {2002: $20,100).

[Juring the year A. 1 Hanmer and 1. W, Lautie were issued 250,000 shares in the company as approved at the 2002 annual general mecting.

During the vear salary amounts paid to C Jones { & director of ron Bar Pry Lid) totalled $350.000.
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NOTES TO FINANCIAL STATEMENTS

YEAR EXDED 30 JUNE 2043
3. RELATED PARTY DISCLOSURES (Cont)

(€3 Uliimate parent

TechStar Limited is the ultimate Austealian parent entity.

(d} Equity instruments of directors

5 frierasts in the equity instruments of the Company held by Divectors of the reporting entity and thelr divector related entities at bedance date:

Osdinary Shares Ordinary Shires Listed $0.80 options Listed $0.86 options
Fully Paid Fally Paid
2003 2062 2003 2062

L B.Reud 3577439 5377439 - 320,001
3P Jores 3,432,392 5458319 - 404321
bW, Laurie 293,928 42,400 - 12,406
AL Hanmer 2304008 - - -
P M. (O Neil? - 4 8283635 - t1.361

11,355,751 F5.906.523 - T48.083

Om 30h July 2001, a general meeting of shareholders of TechStar Limited approved the reorganisation of the Comgpany™s capital via a share split on a 6 new
shares for | share basis. As a resuft of the capital reorganisation the 2,512,000 ordinary shares have been reorganised to 15,072,000 ordinary shares.

Druring the 2002-year 15,600,000 shares held by the directors arad their relsted entities were refeased from escrow. The remaining 900,523 ordinary shares held
by directors were issued al arm’s Jength ferms.

Dhuring the yvear ended 30 June 2003 the directors” listed options lapsed.

B M. (Y Neill resipred as director on the 27" August 2002,
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YEAR EXDED 3¢ JUNE 2003

32, SEGMENT INFORMATION

Segments and product locations
The consolidated entity’s operating comgpanies are organdsed and managed separately according to the aature of the products and services they provide, with
cach segment offering different products and serving different markets.

The UPR Eay sczment produces and distributes a CPR asgistance device to the medical, CPR waining, and conswmer murkets. The Reo-mate sepment is
developing a hand tool to tie relnforeing rods for concrele constriction to the building and construction industey. The SportaWhistle scgment is developing an
clectronic hand held whistle for the sporting markels. The Scamont Security Card segment is developing s device to protect data on personal computers, for the
comprier securily and consaner markets. The “other™ sepment inchudes other revenues and expenses associated with the provision of manapement services to
controfled entities, management of investments, and general corporate administration activities.

Segment seconnting policies
The group generally accounts for iiter-sepment saltes and transfers as if the sales or transfers were to thivd parties at current market prices.

Segment accounting policies are the same as the consolidated entity’s poficies described in Note 1. During the financial vear, there were no changes in seement
accounting policies that had a material effect on the segment information.

The consalidated cutity operates in one geographical location being Australia.



TechStar Limited

NOTES TO FINANCIAL

YEAR EXDED 3¢ JUNE 2003

32, SEGMENT INFORMATION (Cont)

STATEMENTS

SEGMENTS CPR Exy Reo-Mige SportzWhistle Seamont Secority Card Other Eliminations Consolidated
2003 2062 2063 202 2603 262 2062 2063 2602 20113 2062 203 2042
Revenue
Sales to customers ontside 421,826 507.589 . - 8.3%0 . . . - . - 439,216 507.589
the economic entity
Other operating revenue 68,443 34,912 - - - - 14,782 28007 15,587 - - %6 450 65,281
Total revenue 450,269 542,51 - - 8.3%40 - 14,782 28007 15,587 - - 526 666 572870
Segment results (1.221.875) {76534} {121,222) (32955}  {234.238) {19.218) {1.355.797 312,813y  (1.673.16T) - - (1.89,868) (3.84167H
Segment assets 2,016,838 2 415236 4862 277.643 497,7H 361,308 8,462 17,628,974 15,873,535 18,167,549 15943939 2371531 2984254
Segment liabilities 3092654 2260267 258,333 41051 273,371 6O2.THT 731.271 11,319,228 5134138 12,432,712 4841806 32HANT3 1927618
Osher segment information
Acqguisition of assels 1 PEl - 150,783 - 131,105 - L7653 LRUEY - - 1,775 342099
MNorecash expenses other than
depreciation or amaortisation
- recoverable  amounnt  wreite- - - - - - - 2HEE3] - 52,587 - - - 323418
down —fP
- recoverable amourn wrikes “ M N M “ N T4 TAT N M N M “ T4y TAT
down —capitalised R&ED
Diepreciation 82 36 - - 144 14 5,984 21,202 170034 - - 21,428 23,603
Ammortisation 339,472 337803 16,633 16,633 4,949 4,898 83,333 33479 41,343 - - 394,533 489612




TechStar Limited

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED 3¢ JUNE 2003

33. FINANCIAL INSTRUMENTS

[} luferest rate risk

The consolidated entity’s exposure 1o interest rate risk, which is the risk that s financial instrument’s value will fluctuate as a result of changes in market interest rafes and the cffective weighted average interest rates on those financial

assers and finencial Hahilities, s as follows:

Weighted Average
Effective Interest Rate

Fixed Interest Rate Maturing in:

Floating Inierest Within 1 Year 1t 5 Years

Rate

More than 5 Years

Non-Interest

Tatal carrying amounts as

per the stafement of

Bearing N b o
i financial position
2003 2002 203 2602 2603 2002 2083 2602 263 2062 2063 2002 2603 2002
o o $ $ $ $ $ $ $ $ $ $ $ $
(i} Financial assety
Cash - - - - - - - - 51,033 314,996 514033 314 006
Frade and other . N - - - - w - %037 22,267 R037 22267
receivables
Receivabes — related N N - - - N - - 948 6,459 B 6458
partics
Shaoet term deposits 3% 3% 17,947 17,947 - - w - - - 17.947 17.947
Total financial assets - - 17,947 17,947 - - - - 60,018 2710 08 77957 361,669
(if) Financiol fiabilities
Frade and other creditors - - - - - - w - 396,942 T32.370 06,942 T32 37}
Dhirectors fees payable N N - N - N - N 17083 - SETAR3 N
Bank and other Toans (i) {i} T4, 152 394 524 - N - N - - 74,152 104 524
Loan - divector refated % P4 - - - 638,733 1799935 - - - 799,935 638,733
Cretity
Other Loang 0% FEa - - - - 156,060 - - - 156,080 -
Finance lease liabiiy 0% HiA - B 46,386 35,711 6519 32,904 - “ 52,965 88615
Total financial Habilities - - 74,152 394,524 46,386 674 444 1956 454 32,904 1,114,028 732,370 3195047 854241

# not applicable since financial nstruments are nof recognised in the financial statements.




TechStar Limited

NOTES TO FINANCIAL STATEMENTS

YEAR EXDED 3¢ JUNE 2003

33. FINANCIAL INSTRUMENTS

(I} Bank overdraft interest is charged on daify balapees af the prevailing bawk base lending roade pluy L75%pn
(i) The follewing methods and assumptions ave used to determine the nef fair values of finaweial assets and Nabilitios

Reeognised financixl insieaments
Cash aid short term deposits: The carrying amotst approximates fair value beeatse of thelr shor-term to maturity.

Recelvables and Pavables, including related party balances: The carrying amotst approximates fair value.

Finance lease Hoabifitv: The fair values of long term borrowings are estimated using discounted cash flow anabysis, based on current incremental borrowing rates Tor similar types of borrowing arangements.

(by  Credit risk exposures
The entity™s raxinmm exposure to credit risk at balance date in relation to each class of recognised financial asset is the carrving amount of those assets as indicated in the statement of financial position.
Concententions of eredit risk

The entity has minimal credit risk as the majority of finencial assets are in the form of cash and short-term deposits.

Concentrations of credit risk on trade receivables arise in the following business sepments:

Maxirum credit risk exposure’ for cach concentration

Percentage of total erade debtors Amount of total trade debtors

Business Segment 2603 2062 2003 2062

CPR Fzy 1oe 160% 27,459 17,958




TechStar Limited

DIRECTORS' DECLARATION

I accordance with 2 resolution of the Directors of TechStar Limited, | state that

tn the opinion of the Directors:

{a)  the firencial statements and notes of the Company and of the consolidated entity are in accordance with the Corporations Act 2001, including:

(i giving g troe and fair view of the Company's and consolidated entity's financial position as af
3} June 2003 and of their performance for the vear ended on that date; and

{Hy complving with Accounting Standards and Corporations Regulations 2001, and

{b)  there are reasonable grounds to believe that the Company will be able to pay its debts as and when they
hecomne due and pavable {refer note |,

{0 behalf of the Board

Brian P Jones
Exrector

Brishane, 30 September 2003,
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Endependent audit report to members of TechStar Limited
Scope

The financiad report ard directors” responsibility

The financial report comprises the statement of financial position, statemeni of financial performance, siatement of cash flows,
accompanying notes to the financial statements, and the directors” declaration for TechStar Limited {the company) and the consolidated
eality, for the year ended 30 June 2003, The consolidated entity comprises both the company and the entities it controlled during that
year.

The directors of the company are responsible for preparing a financial report that gives a true and fair view of the financial position and
performance of the company and the consolidated entity, and that complies with Accounting Standards in Ausiralia, in accordance with
the Corporations Act 2001, This includes responsibility for the maintenance of adequate accounting records and internal controls that
are designed to prevent and detect frand and error, and for the accounting policies and accounting estimates inherent in the financial
report.

Audit approach

We conducted an independent asdit of the financial report in order to express an opinion on it to the members of the company. Our
audit was conducted in accordance with Aostralian Andiling Standards in order to provide reasonable assurance as to whether the
financial report is free of material misstatement. The nature of an andit is influenced by factors such as the use of professional
judgement, selective testing, the inherent liniations of internal control, and the availability of persuasive rather than conclusive
evidence. Therefore, an audit cannot guarantee that all material misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report presents fairly, in accordance with the
Corporations Act 2001, including compliance with Accounting Standards in Anstralia, and other mandatory financial reporting
requirements in Avstralia, a view which is consistent with our onderstanding of the company’s and the consolidated entity’s financial
position, and of their performance as represented by the resalts of their operations and cash flows.

We formed our audit opinion on the basis of these procedures, which included:

. examining, on a test basis, information to provide evidence supporting the amounts and disclosares in the financial report; and
. assessing the appropriatencss of the accounting policies and disclosares used and the reasonableness of significant accounting

estimates made by the directors

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

We performed procedures to assess whether the substance of business transactions was accurately reflected in the financial report.
These and our other procedures did not include consideration or judgement of the appropriateness or reasonableness of the business
plans or strategies adopied by the directors and management of the company.

Endependence

We are independent of the company, and have met the independence requirements of Australian professional ethical pronouncements
and the Corporations Act 2001,

Liability lirafted by the Accountants Scheme, approved
ander the Professional Standards Act 1994 {(NSW).



EERNST & YOUNG

Cualification

AASB 1011 “Research & Development™ requires that the carrying value of capitalised research and development expenditure be
expected ‘beyond reasonable doubt” to be recovered, The directors of the company believe that # is appropriate to carry capitalised
research and development expenditure in the conselidated entity at the amount stated in the finaneial report. The recoverability of the
consclidated entity’s capitalised research and development expenditure is dependent upon the generation of income from the products
or sale of one or more investments. Based on the historical results of the consolidated entity and given events subseguent to the
reporting date we believe that the recovery of capitalised research and development expenditare is not assored beyond reasonable
doubt, and therefore that capitalised rescarch and development is staled al an amount in excess of its recoverable amount. This
represents a departure from AASB 1011 “Research & Development™. The financial report does not include any adjustment relating to
the recoverability of the capitalised research and development expenditore carrying amount.

Qualified audit opinion

In our opinion, except for the matters referred (o in the qualification paragraph above, the financial report of TechStar Limited, is in
accordance with:

fa) the Corporations Act 2001 inchading:
(i) giving a true and fair view of the company’s and consolidated entities financial position as at 30 June 2003 and of
their performance for the year eaded at that date; and
(i} complying with Accounting Standards in Australia and the Corporations Regulations 2001 ; and
(b} other mandatory professional reporling requirements in Australia.

Enherent uncertainty regarding continuation as a going concern

In addition to the qualification noted above, as noted in Note 1, the abildy of the company and the consolidated entity to pay their debls
as and when they fall due is dependent on the company and the consolidated entity generating sufficient income to cover costs and the
ability o raise further funding through the partial sale of one or more of their investments. However, should the anticipsted sales of
these prodocts not generate suflicient revenue and cash flows as expected and alternative methods of raising funds are not found, the
company and the consolidated entity will not be able to continue as going concerns. Accordingly we have not been able to examine
sufficient evidenee to support the company’s and conselidated entity’s ability to continug as going concerns. Had the going concern
basis not been used, adinstments would need to be made relating to the recoverability and classification of recorded asset amounts, or to
the amounts and classification of liabilities, to reflect the fact that the company and the consolidated entity may be unable to pay their
debts as and when they fall due and may be required to realise their assets and extingnish their liabilities other than in the normal course
of business, and at amounts significantly different from those stated in the financial report.

Ernst & Young
Mike Retd
Parlner

Brisbane
30 September 2003



ASX ADDITIONAL INFORMATION

Additional information required by the Australion Stock Exchange Lid and not shown elsewhere in this report is
as follows. The Information is current as af 26 September 2063,
faj Statement of shareholdings

Holding range Name of 20 {argest sharcholders
Fully paid
No. of No. of shares held % held
holders
100,061 or more Meltharina Py Lid 5,432,392 13.43
Quorroholong Py Lid 5,319,992 13.15
Millenium Py Limited 2.909.968 119
Salthush Nominees Py Lid 2,659 802 6.67
Bluscan Pty Lid 1,826,008 4,51
Davirose Pty Lid 1008, 004 247
Beviilesta Pry Lid {Bevilles executive 8/F A/KC) 47,200 2.24
Dorvell Piv Lid (Roskar Super Fund A/C) 776,271 1.92
IRSE Py Lid 729,960 180
Dorvell Pry Lid (Roskar Diseretionary Account} 693,030 .72
Peter O"Neill 555,563 1.37
Philip Alan Keith Naylor & Mrs. Andrea Naylor 520,000 1.29
{Callahorn Super Fund A/CY
Bluscan Pty Lid 421,204 1.04
Eighteenth Maylux Pty Lid 420,000 1.4
Merrill Lyach (Avstralia} Nominees Py Lid 373,855 (.92
Peepetual Custodiang Limited 360,460 .74
Robert Geoffrey Swanson 36,000 (.74
John Willlam Laurie & Mary Lawrie 285,920 .71
Lifchem Pty Lid, /- P A K Navlor 267,067 {3.60
Misgs Lynn Carol Rainbow 257,440 (.64
Other 24 3,505,169 8.66
44 29.303.169 7252
0,001 160,000 Various 318 $.732,258 24.035
3,001 — 10,008 Various 99 T6B.012 1.89
1,081 — 5,600 Various 133 434,901 147
{ - LOG6 Various 32 20.947 .05
626 46,459,287 16341043
Number of shareholders holding less than marketable parcel 45 108,051 {126

(b} Voting rights
- AH ordinary shares (whether Tully paid or noty carry one voie per share without restriction.




CORPORATE GOVERNANCE STATEMENT

The Board of Ditectors of TechStar Limited is vesponsible for the corporate governance of the consolidated entity on behall of the sharcholders by whom
they are elected and o whom they are accouniable.

To ensure the Board is well equipped to discharge #s responsibilitics it has established guidefines for the operation of the Board.
Campaosition of the Board

The composition of the Board is determined in accordance with the following principles and guidelines:

- the Board should comprise at Jeast 3 directors and should maintain 2 majority of non-executive directors;

- the chairperson must be a nor-exeeutive director;

- the Board should comprise dicectors with an appropriate range of qualifications and expertise; and

- the Board shall meet at Teast monthly and follow meeting guidelines set down w ensure all directors are made aware of, and have available

all necessary information, to participate in an informed discussion of all apenda itoms.

The Ditectors in office af the dute of this stalement are:

Name Position

J.B. Reid Non-Executive Chairman
BP Jones Non-Fxecutive Director
IW. Laurie Mor-Fxeculive Director
AL Hanmer NoreExecttive Director

Andit Commitiee

The Board has established an Andit Commitice to monitor the financial and legal affairs of the consolidated entity. This Committee oversees and appraises
the quality of audits conducted by the entity™s external zuditors, as well as defermining the adeguacy of administrative, operating and accounting controls. [t is
responsible for ensuring that the entity properly complies with all fegislation and policies affecting ity daily operations. It maintaing open lines of
communication between the Board and external advisers and oversees the identification of risk to ensure its proper management.

Menbers of the Audit Committee during the vear were:
1B, Reid
B.P Jones

Remuoeerision Commigtee

The Board kas established a Remuneration Comymitiee, comprising three noneexecutive Directors, including the Chairman. The Comumittee is responsibie for
determining and reviewing compensation arrangements for the Directors themselves and the chief executive officer and the executive team on a periodic basis
by reference to refevant employment market corditions with the overall objective of ensuring maximum stakeholder beneflt from the retention of & high
guality Board and executive fearm.

The Remuneration Commiltee comprised the following members throughout the vear:

J.B. Reid
B2 Jones
LW . Latric

Board Responsibilifies

The Board is responsible for the overall strategic direction of the consolidated entity. The Board reviews corporate stratepy and financial targets in terms of
sharcholder expectations, performance and potential, establishes poals for manapement and monitors the achievement of these poals.

The Board has put in place the framework and operational policies for the management of the entity ensuring the proper management of internal controls, and
of risk in specific areas of its operations.

The Beard has adopted the Aunstralian Institute of Directors” Code of Conduct dealing with the entity’s responsibilities to and refationships with its
emplovees, sharcholders, customers, suppliers. and the communily.

Monitoring the Board's Performance and Communication to Shareholders

to order to ensure that the Board continaed to discharge i#s responsibilities in an appropriate maneet, the performanee of all directors is reviewed annually by
the Chairman. Directors whose performance is uhsatisfactory are asked to retive.

The Board of Directors aitng to ensure that the shareholders, on behall of whom they act, are informed of all information necessary 10 assess the performance
of the Directors. Information is conmunicated to the sharcholders throtgh:

M the annual report which s diswributed to all sharcholders;

- the hali~vear report available 1o afl sharchelders via the ASX,

- periodic news refesses distributed to all shareholders: and

- the annaal general meeting and other meetings so called 1o obtain approval for Board action as appropriate.
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