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DIRECTORS’ REPORT

Your directors present their report on the company and 1ts controlled entities for the financial year
ended 31 December, 2002,

DIRECTORS

The names, qualifications, experience and special responsibilities of directors who hold office at the
date of this report are:

ANDREW MARTIN

Chairman and Chief Technical Officer
- B.Eng FIE Aust SMIEEE

Age 57

Andrew was the founder of Martin Communications Pty Ltd whose research is embodied in the
miellectual property and patents that are the basis of the company’s telecommunications and
network management solutions business.

Andrew worked with Telstra Research Laboratories prior to estabhishing Martin Communications
Pty Ltd in 1986.

Andrew 18 a regular contributor to conferences in Australia and overseas and has published a
number of fechnical papers and has received formal recognition and acclaim as follows:

- A Clunies Ross National Science and Technology Award in 1999,

- The Victoria Prize for the Outstanding Engineer or Scientist m 1998,

- The Institute of Engineers Australia, Victorian Division Engmeering Excellence Award in
1997.

Andrew 1s focused on further development of the company’s intellectual properties.

EDWIN STOYLE

Non Executive Deputy Chairman
- FAICD (Dip)

Age 61

Edwm 1s a former Chairman of Tele-1P Ltd (as Pacarc NL). He has wide business background and
extensive corporate expertise and contacts m the bankig, business and capital raising fields. He 1s
a Director of several listed public companies and private corporations and a Foundation Fellow of
the Australian Institute of Company Directors.
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AN MAY
Managing Director
- AMP

Age 54

lan has been employed in the [T and Communications industries for over 30 years. Initially lan was
engaged in technical roles and has evolved through business analysis and consaiting, sales and sales
management and then serving as a senior manager for a number of major companies.

Recently, lan held the position of Director of the Busmess Division of Optus Communications that
was the fargest division based on revenue. lan was responsible for all operational areas mcluding
strategy, marketing, sales, distribution (2]l Optas World and Dealer stores), telemarketing and
customer service.

Prior to that position, lan was General Manager of Amdahl Australia, the largest US based IBM
compatible computer manufacturer. Amdahl was successful m taking a significant market share m
Australia m a highly competitive field.

lan 1s focused on strategic planning, development of staff skills and performance measures, creating
short and long-ferm marketing programs and accountability throughout the entire organization for
effective business management and profitability.

DR MAURICE VENNING
Non Executive Divector
- B.85cfHons), B.Ec, PhD
Age 53

Dr Venning 1s a well-respected consultant providing advice to companies, financiers and other
organisations on technology opportunities and technology markets. Maurice has over 25 years
experience as general manager of large companies, consuiting for government bodies and
corporations, ieadership of development teams to produce mnovative products and evaluation of
technical and commercial opportunities.

CHRISTOPHER JOHN EADE
Non Executive Divector

« B.Arts B.Business C.F.P.
Age 31

Christopher 1s the proprietor of a business providing mvestment advice and financial planning
services. Prior o establishing this busmess he has had held senior executive positions with several
mvestment banking organisations specialising in mvestment review, project development and
venture capital raising.

Except for lan May and Christopher Eade the directors held office during the whole of the financial
year and up to the date of this report. lan May was appomted a director on 13" February 2002 and
Christopher Eade was appointed a director on 19 June 2002,

John McCormack resigned as a director on 30 April 2002 and Lows Delacretaz resigned as a
director on 27 May 2002,
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PRINCIPAL ACTIVITIES
The principal activities of the company and its controtied entities during the year were:

e The development and commercialisation of technologies which support the management and
operations of telecommunications networks.

¢ Microwave radio design and measurement systems development.

e The sale of selected products and support services focused on the communications networking
market.

¢ Development and marketing of & range of satellite based communications systems.

e Research and development of new technology to measure wind velocity patterns and air
turbulence.

Whoily owned subsidiary companies have been established to carry out the development of the
satelitte based communications systems (Beam Communications Pty Ltd} and the wmd
measurement technology (Strato Sonde Pty Ltd).

The satellite based communications systems and the wind measurement technology have been
developed from intellectual property held by the company for a number of years. New patents to
cover the extension and new applications of the wind measurement fechnologies have been
registered.

Apart from the above new developments no significant changes i the nature of the principal
activifies occurred during the year.

RESULTS AND REVIEW OF OPERATIONS

The Economic Eatity incurred a consolidated loss after income tax of $2,535,885 from revenue of
$4,171,699, after providing $442,000 for amortisation of Goodwill and Intellectual Property and
after writing off the remaming value of Infellectual Property and Goodwill amounting to
$1,363,500.

The markets for the company’s telecommunications products and services have not fully recovered
from the substantial contraction that occurred m the previous year. Sales and generation of
satisfactory margims have continued to be difficult. The company has not been able to generate
sufficient revenue and margms to cover overheads and a restricted research and development
programme. Overheads have been reduced significantly during the year to a base level necessary to
support the business objectives and profitability can now be achieved from a small mcrease in
current turnover levels.

The development of satellite based communications systems and the wind measurement technology
will require further marketing and research and development expenditure which are presently
restricted by the company’s financial position. However, both of these developments represent
major opportunities to generate revenue and profitable busimess activities,

The company is mamiaining strategic alliances and agency agreements with hardware and software
suppiiers of products which together with the company’s own intellectual properties provide a well
structured and focused range of products to provide our customers with solutions to their network
management requirements.
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DIVIDENDS PAID OR RECOMMENDED

No dividends were paid or declared since the start of the financial year. No recommendation for
payment of dividends has been made.

SIGNIFICANT CHANGES IN STATE OF AFFAIRS

Apart from the matters covered elsewhere m this report there were no significant changes i the
state of the affairs of the economic entity during the financial year.

AFTER BALANCE DATE EVENTS

No matters or circumstances have arisen since the end of the financial year which significantly
affected, or may significantly affect, the operations of the economic entity, the results of those
operations, or the state of affairs of the economic entity in subsequent financial years.
ENVIRONMENTAL ISSUES

The economic entity’s operations are not regulated by any significant environmental regulation
under any Commonwealth, State or Territory laws.

FUTURE DEVELOPMENTS

The company will continue the development and commercialisation of the telecommunication and
network management systems and carry out further research and develop its intellectual properties.
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OPTIONS

Options that were granted over unissued ordinary shares during or since the end of the financial
year by the parent company to Directors or any of the five most highly remunerated officers as part
of their remuneration are as follows:

No. of Options Latest Exercise Date Exercise Price
Director:
lan May 1,000,000 31.12.06 $0.05
3,000,000 31.12.07 $0.08
3,000,000 31.12.08 $0.08
3,000,000 31.12.09 $0.08
No. of Options
Officers:
D. Saupin 200,000
M. Risos 200,000
M. Milimann 200,000
M. Willis 50,000

All options to Officers have been issued m accordance with the terms and conditions of the parent
company’s Share Option Incentive Plan.

No shares have been issued during, or since the end of, the financial year as a result of the exercise
of the options noted above.

Option holders do not have any right fo participate m any share issue of the parent company until
such time as the option has been exercised. No person entitied to exercise any option granted by the
parent company has or had, by virtue of the option granted, a right fo participate m any share 1ss5ue
of any other body corporate.

INDEMNIFICATION OF OFFICERS

The parent company is still in the process of negotiating directors and officers liabihity insurance
contracts m respect of certain directors and full time executive officers agamst all habilities and
expenses arising as a result of work performed m their respective capacities to the extent permitted
by law. No mdemnity was effected in respect of the auditors.
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DIRECTORS” INTERESTS

At the date of this report, the relevant interests of the directors in the securities of the parent

company are:

AL Martin
M.M Venning
E.F Stoyle
I.> May

C.J. Eade

DIRECTORS® MEETINGS

Tele-1P Lid Tele-1P Lid
Ordinary Shares Options
30,370,265 6,066,667
2,547,031 500,000
7,643,993 500,000
104,000 16,000,000
1,754,552 “

Durmg the year the parent company had 14 meetings of directors. The attendances of the directors
at meetings of the Board and its Committees were:

Board of Directors Committees
Attended Maximum Attended Maximum
Possible Passible
Director Attended Attended
Andrew Louis Martin 14 14
Edwin Frank Stoyle 14 14 2 2
Louis Jacques Delacretaz 5 5
{Resiened 27 May 2602)
Dr Maurice Morey Venning 13 14 2 2
John Gordon McCormack 5 5
(Resigned 30 April 2002)
[an Dean May 12 12
{Appointed 13 February 2002}
Christopher John Eade 6 6
{Appomted 19 June 2002}

The Commitiees of the Board of Directors consist of a Remuneration Commuittee and an Audit

Commitiee,
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DIRECTORS® AND EXECUTIVE OFFICERS’ EMOLUMENTS

The company’s policy for determming the nature and amount of remuneration of executive
directors and senior executives of the company is governed by the Remuneration Commitiee
reporting to the Board.

The remuneration structure seeks to emphasise payments for results through various salary package
and reward schemes such as the company’s Share Option Incentive Plan. Options issued during the
year have a neghgble cost to the company.

The objective of the company’s remuneration planning is fo both reinforce the short and long term
goals of the economuc entity and to provide a common interest between management and

shareholders.

The emoluments of each Director and each of the five executive officers receiving the highest

emoiuments are as follows:~

Directors Salary Superannuation Motor Total
DRIRECTORS Fees Contributions Vehicele
Expenses
3
A. L. Martin - 100,000 8,500 - 108,500
[.D. May - 245926 20,904 40,000 306,830
E. F. Stoyle 7,500 - . - 7.500
M. M. Venning 7,500 - - - 7,500
1. G. MceCormack 7,500 - . - 7,500
C.J. Eade - - . - -
L.J. Delacretaz - 93,781 5,000 11,250 110,031
547,861
EXECUTIVES

D. Saupin 156,693 9,444 - 166,137
M. Risos 112,521 8,755 12,060 133,276
M. Allard 108,511 8,500 15,000 132,011
M. Milimann 107,222 8,075 15,000 130,297
M. Willis 97,000 8,245 15,000 120,245
681,966

Signed in accordance with a resolution of the Board of Directors dated 28" March 2003.

(10 flakn

ANDREW MARTIN

CHAIRMAN
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CORPORATE GOVERNANCE STATEMENT

The directors are responsible for the corporate governance practices of the company. This
statement sets out the mam corporate govermnance practices that were in operation throughout the
financial year except where otherwise indicated.

The Board of Directors

The Board carries out its responsibilities according to the following mandate:
- The board should comprise at least three directors; and

- All availabie information in connection with items to be discussed at a meeting of the Board
shall be provided to each director prior to that meeting.

The primary responsibilities of the board mmclude:

- setting of obiectives, goals and corporate direction;

- adopting and momitorig progress of a strategic plan;

- adopting an annual budget and constant monitoring of financial performance;

- ensurmg adequate miernal financial, accounting and managerial confrois exist and are
appropriately monitored for compliance;

- ensuring significant business risks are identified and appropriately managed with particuiar
emphasis on 1nsurance requirements;

- ensuring Tele-IP Ltd maintains, at all fimes, the highest standard of business, financial and
ethical behaviour;

- selecting and recommending new Directors, mceluding the Managing Director, to
shareholders;

- setting compensation arrangements for executive Directors and executive management after
receiving recommendations from the Remaneration Commiitee; and

- addressing occupational health and safety issues and ensuring an appropriate system of
management 18 implemented.

The full Board is responsible for establishing criteria for Board membership, reviewing Board
membership and identifying and nominating directors. Board membership shall be reviewed
annually to ensure the Board has an appropriate mix of qualification, skilis and experience.
External professional advisers may be used to assist m this process and shall be engaged at the
expense of the company.

Members are appomted by the Board and with the exception of the Managmg Director, must by

rotation stand for election at the next general meeting of shareholders.
8



TELE-IP LIMITED

31 December 2002 Annual Report

The Audit Committee provides a forum for the effective communication between the Board and
external auditors. The Audift Committee reviews:

- The annual and haif-yearly financial report prior to their approval by the Board;
- The effectiveness of management information systems and systems of mternal confrol; and

- The efficiency and effectiveness of external audit functions, including reviewing the
respective audit plans.

The Auadit Committee generally invites the Managing Director, Chief Financial Officer and the
external auditors to attend audit committee meetings. The Audit Committee also meets with and
receives regular reports from the external auditors concemning any matters, which arise in
connection with the performance of their respective roles, inciuding the adequacy of mternal
controls.

Risk Management

The Board 1s responsible for the company’s system of internal controis. The Board constantly
monifors the operational and financial aspects of the company’s activities and, through the Audit
Committee, the Board considers the recommendations and advice of external auditors and other
external advisors on the operational and financial risks that face the company.

The Board ensures that recommendations made by the external auditors and other external advisors
are investigated and, where considered necessary, appropriate action 1s faken to ensure that the
company has an appropriate internal control environment in place fo manage the key risks
wdentified.

In addition, the Board imvestigates ways of enhancing existing risk management strategies,
meluding appropriate segregation of duties, the employment and traming of suitably qualified and
experienced personnel, and, in conjunction with the recommendations of the Audit Commuttee, the
scope and work program of any internal audifors appomted.

Code Of Conduct

As part of the Board’s commitment to the highest standard of conduct, the company adopts a code
of conduct to guide executives, management and employees m carrying out their duties and
responsibilities. The code of conduct covers such matters as:

- Responsibilities to shareholders;

- Compliance with laws and regulations;

- Relations with customers and suppliers;

- Ethical responsibilities;

- Employment practices; and

- Responsibilities to the environment and the community.

G
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Biatements of Financial Performance
For the year ended 31 December 2002

Note

Revanues from ordinary activities 2
Changes in inventories of finished goods and work

in progress 2
Depraciaticn and amortisation expense 2
Borrowing costs expense 2
Other expenses from operating activities 2
Other expenses from non-operating activities 2
Profit{Loss) from ordinary activities before income tax
lncome tax expanse relating to ordinary activities 4
Net Profit (Loss)
Mon-ownar changes in aquity
Total changes in equity other than those resditing from

transactions with owners as owners
Basic earnings per share {cents) 22
Diluted aarnings per share (cents) 22

Economic Entity

Parent Entity

2002 2601 2002 2601
$ 5 $ $
4,171,649 3,131,401 4,171,649 3,131 401
(1,580,618 {1,327,962) (1,580,618 {1,327.962)
(511,724) (523,574} (511,724) (523,574}
(7.640) {4,224 (7.640) (4,224
(3,134,080 {3,866,404) (3,134,080 {3,866,404)
(1,476,326) {260,802) (1,476,326) (260,902)
(2,538,685) (2,851,760} (2,538,685) (2,851,760}
(2,535,885) (2,851,760} (2,535,885) (2,851,760}
(2,538 685) (2,851,760} (2,538 685) (2,851,760}
{1.76) (2.26)
{1.76) (2.26)

The above Statements of Financial Performance shouid be read in conjunction with the accompanying notes.

10
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Statements of Financial Position Economic Entity FParent Entity
As at 31 December 20062 2002 2601 2002 2001
Note $ % $ $
CURRENTS ASSETS
Cash Assets & 203,659 - 203,649
Inventaries 5 1,153,208 3,573,115 1,153,208 3,573,115
Receivables & 386,817 1,162,248 368,817 1,152,248
Other Financiat Asseis 7 55,000 166,584 - -
TOTAL CURRENT ASSETS 1,575,031 5,085 608 1,520,025 4,0928.012
NON-CURRENT ASSETS
Reoeivables & - 48 945 55,000 216,539
Other Financiat Assels 7 - - g 2z
Flant & Equipment 8 142,786 198,601 142,786 198,601
Intangible Assefs 9 - 1,805,500 - 1,805,500
TOTAL NON-CURRENT ASSETS 142,788 2,054,945 197,702 2,221,642
TOTAL ASSETS 1,717 817 7,150,654 1,717,817 7,150,554
GCURRENT LIABILITIES
Payables 10 788,804 1,243,470 788,904 1,243,470
Tax Liabilities 11 14,885 24,354 14,895 24,354
Provisions 12 74,952 63,672 74,952 63,672
Deferred Revenus 13 150,985 3,252 486 150,985 3,252 468
TOTAL CGURRENT LIABILITIES 1,629,736 4,586,962 1,029,736 4,586,982
TOTAL LIABILITIES 1,629,738 4,586,982 1,029,736 4,586,982
NET ASSETS GBB 081 2,563,682 588,081 2,563,682
EQUITY
Coniributed equity 14 10,042,749 33,753,783 10,042,749 33,753,783
Accumulated Losses 15 {9 354 568} (31,180.171) {9,354 668} (31,180, 171)
TOTAL EQUITY GBB 081 2,563,682 588,081 2,563,682

The above Statements of Financial Position should be read in conjunction with the accompanying notes.
11
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Statements of Cashflows
For the year ended 31 Becember 2002

Cash flows refating to operating activitios

Receipts from customers

Receipts from sirategic partner
Payments to suppliers and employees
Irterest received

Interest and finance charges paid

Net operating cash flows

Cash flows retating to investing activities
Purchases of property, plant and equipment
investment in subsidiary companies
Proceeds - Sale of Non Current Assets

Net investing cash flows

Cash flows relating to financing activities
Cash proceeds from issue of shares

Cash proceeds - Loans

Net financing cash flows

Net increase / {decrease} in cash held

Cash at beginning of year

Cash at end of financial year

Economic Entity Parent Entity

2002 2001 2662 2001
Note $ $ $ $
3,479,884 3,299,005 3,479,584 3,298,005
- 698,783 - 698,783
{4,422,929) {5,200,682) {4,422,929) (5,200,682}
7,067 31,938 7,067 31,938

{2,857} - {2,857} -
3 {938,835) {1,170,956) {838,835} {1,170,956}
{15,554} {87.088) {15,554} {87.088)

N N {4} N
1,400 6,497 1,400 8,497
{14.154} {80591} {14,158} {80,591}

660,374 - 660,374 -
60,000 195,040 50,000 195,040
720,374 105,040 720,374 195,040
{232,615) {1,056,507) {232.818) {1,058 507}
203,651 1,260,158 203,849 1,260,156
{28,964} 203,651 {28,870} 203.649

12
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MNOTES TG AND FORMING PART OF THE FINANCIAL STATEMENTS

4
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The financisl report is & general purposs financisl raport that has Besn prepared in aceordance with Australian Accosnting Standasds, Hrgent lazues Group
Consensus Views and other suthoritative pronocneements of the Aostralian Accounting Standards Board and the Corporations Aot 20067,

T financial report covers the economic entty of Tele-IF Limited and controfled eatiies, and Tele-1IF Limited as an individual parent entity. Tels-1P Limited is a
listed pablic cormpary, incorporated and domicied in Australia,

The financis seport has been prepared on an sceruais basis and i based on historical costs and does not take inte account changing money valuss or excapt
whese staked, current vaiuations of non-carrent assets. Costs are based on the fais values of the consideration giver in sxchangs for assets.

T following is & sumenary of the matenal accounting pelicies adopled by the scenomic entity in $e oreparation of the Bnancial reoert. The scecunting policies
have beer: consistently applied, unless otberaize stated.

Principies of G g
The consolidated aocounts comprise $he accounts of the company and sl contreled entities. All intercompany balances and transsctions bave been siiminaged.
Certain iterns in the statutory sccounts of controfled anities have besn recisesified in the economic entity's secounts 0 be in accordances with: the acooaring
poficies and business operatons of the parent entity.

Investrmants
frwvestinents hyve been vaiued gt cost sxcept whers theze has been 8 permanent diminution i vaioe, inwhich case sithear the investrnent has basn weittan off or &
prondsion for diminution raisec,

Income kax
Taw-effect accounting procedures are followed, whersby the insome tax sxpensalibenssi) for the year is matched with the profitficss} from ordinary acivities
adisstect for any permansnt differences.

frscme tHx et aside or cumulative Sming differences is brought fo account as eitther & provision for deferred income tax or as an assed desoribed as future income
tax benedits & the rate of income ta applicable o the period in which the lisbiity will become payabie or the benefit will be received.

The fulure tax banefit refating to tax josses i not carred forwasd as an asset unfess the berefit can be regarded s8 being virluaily certain of reglisation. The
fistre income tax benefit relagng to timing differences is nol carriad forward as an asset unfess reafisation i assured beyond reasonshie doubd.

Plant & Equipment

Plant and squiprment are brought be secount st cost less any sccomulaied depreciation. The carrying amourt of slant and equipment is reviewsd
anaualiy by dissciors to snsure itis nol in exdeess of its recoverable amourt. Plant and scuipment is depreciated on a diminishing value basis over the
ugaful e to the sconemic entity commensing from the time each asset is hel ready for use. The deprecistion rates used sange Fom 25% to 40%.

Fargign Currensy

Foreign cusrancy ransactions are indally translated inth Auvstralian cusrency al the rate of exchange at the date of the ransaction. Al balance date, amounis
pengable and receivable in forsign currencies are banslated to Australian corency st ratas & that date. Resulling exchangas differencas sra Brought to sccount in
the Statement of Financial Performanes for the year.

Employes Entitlements

Prosvision is mads for the Company's lisbifity for employes entitlernengs for annoal save and long service lasve arsing frorn services rendsred by employess to
betanee date. The Hability for long services leave is measured in accordance with the selevant siaiutory requirements and is provided after five years service on
the bzsis of current salany levels Congibutions made by e Company to employes supsrannuation furds are charged to the Statement of Finsncial Performanos
B expenses whan noured,

Inteflectual Property
intellsctual Property inclodes propedy and patents sefating be

: Diigita) Radio Aralyser: and © Merlin Netwerk Management System
intelleciuat Propary is amortised over the period over which its benefits are sxpacted fo be regfised o the resulfant camying amount & reviewed sonoaily.
fry avcordanst with this pokioy directors reviewed the carrying amoond of the intellectual Property as ot 31 December, 2002 snd have wriiten off the balances remaining
as ihere i uncertainty in regard o recoversbility of this amoust from futere orefits. The commensurate write off ameunting to $1.1681.000 has been brought to
aeesunt in e Statement of Financigl Performance as a8 that dete.

Goodwill

Goodwill represerts e srcess of the cost of acquisition: over the fair value of the idenifiable net sseets seoquired.  Amortisation of goodwill is charged to the
SEOAGmIc ertity on & siaighl fing basis over ten years. The balance of goocwill carried forweaed is reviewead anncally. In accordance with this policy directors
reviewed the carrying amount of Goodwili a3 ot 31 Decemnber, 2002 and have wriiten off the Balance remaining as having no Lontnuing value o the compary's
curer activities. The commensusste writs off smounting te 5202, 500 has beer: browght 0 scecunt in e Statement of Financial Performance as st that dage.

Invertories
fnventories are measured gt the lower of cost and net reslisable valus, The cost of mancfactused products includes divect materials. Costs are assigned on the
basis of weighted sverage costs.

Unreatised Ezrnings

fry 2001 ghe company entered into & ransaction for the transfer of certain inteflectual Property. The consideration received was primarily imventory resfizable
in e ordinary course of busingss. The profi on $is ransaction was regted as Unreatised Eamings which is recognised upon safe of relevant invertary.
A 3tsl December, 2002 dirsctors wrote off the balance of the remaining Unrealised Eamings anainst the value of the relevant invantory.

Deferrad Income
Oreferred income disclosed in Nofe 13 repreasnts amounts received from castormners in advance of the company's chiigation 1o provids the contracted
services. Income from these fansactons is deferred and enly recopnised as and when the felavant services are orovided,

Cash

For the purpoze of the Statements of Cash Flows, cash inclodes:

(i) Cash on hand and 2 cal deposits with banks or financisl instifutions, and
(il) Invastrents in short term money marked instroments.

Revenue Recognition
Revenua from e seie of gonods and services is recognised upon defivery of goods or perdformanes of services to customens. Interest revenus is recognised
whier: the entitlernent to secsive inlerest s indefansible.

Finzneial instraments

The Economic Entity has financial instraments in the foren of cash on shost een deposit; trade debiors which are recetvable within the ordinasy courss of basiness
and trade creditors which s payable in the ordinary course of busitess. The ned fair value or ctedit sk expogure of thess finsnsial instruments is desmsd to
miaterigily equate te the camying value showrs i the financisl statements.

Leases

Leage payments for cperating feases, where substantiafly aff the risks and bensfits remain with the company, are charged as expenses in the periods in which they
are incurred.

13



TELE-IP LIMITED

31 Dacember 20062 Annual Repost

NOTES TO AND FORMING FART QF THE FINANCIAL STATEMENTS

1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [continued)
{p) Goods and Services Tax {(GST}
Revanus, sxpenses, ossats and liabdities are recognised net of the amount of GST, except where the amount of GST is not
recoverable from the Australian Taxation Office. in these circumstances the GBT is recognised as part of the asset or expense
cost. Receivables and Payables are shown in the Sialement of Financial Position as inclusive of GST.

E¢onomic Entity Parent Entity
2002 2001 2002 2001
3 $ b 3
2 PROFIT FROM ORDINARY ACTIVITIES
Profit from ordinary activities before income tax is ardved
al afler taking into account:
&) Revenus
Operating Activities
Eauipment and Software Sales 2425288 2.507,957 2425 208 2 507,957
Wirslass Installations and Salas 126,575 333,391 126,575 333,391
Busingss Services 1487381 221,048 1,487,331 221,043
New Technology Development 3477 - 31,477 -
interest 7067 28,158 7067 28,159
Olher 5467 4.842 5,467 4,842
4,083,275 3.085,388 4,083,275 3,085,388
Mon-Operating Activilfes
FProcesds on disposal of plant & equipment 3% £,548 5B 5,548
Wite back in provision for unsecured loan 88,364 28,455 58,384 28455
88,423 36,003 58,423 38,003
Total Reverile 4,171 B89 3,131,401 4,171,689 3,131 401
b} Cost of Sates
Opening Inventories 3573113 550,286 3,573,115 350,288
Add: Cost of Sales
- Eguipment and Software Sales B30, 148 4,220,734 630,146 4,220,734
- Wirgless installalions and Sales 21,842 123,261 21,842 123,261
- Business Services 171,387 8,796 171,387 8,736
- Mew Technoiogy Developmeant 8,556 - 8,555 -
4,405,148 4,801,077 4,405,146 4,801,077
Ciosing inventories {2,824,333) (35731153 (2,624,333 {3,573,115)
1,580,813 1.327.8962 1,580,813 1,327,982
{c) Depreciation and Amortisation Expanse
Depreciation of plant & equipment 58,724 81,574 ah,724 81,574
Arnortisation of Goodwilk 30,000 30,000 20,000 30,000
Amartisation of inlelectual Property 412,000 412 000 412,000 412 000
511,724 523.574 511,724 523,574
{d} Borrowing Costs
interest & Bank Charges paid 7 540 4,224 7,540 4,224
(@} Other Expenses from ordinary activities
Opersting acthvities
Administration 751825 561,671 751,825 BET ETT
Corporate & Finance 122 640 182,161 122,640 192,181
harkeding / Sales 512252 732,280 812,252 732,283
Sydney office 358425 185,110 358,425 195,110
Business Services 429611 1.038,513 428,611 1,038,513
Production Services 200,720 265,155 200,720 263,155
Mew Technology Developmant 554,214 660,784 554,214 BE0, 794
Ohher 100,583 120776 100,583 120,776
3,131,080 3.866.489 3,131,080 3,866,488
Non-Operating aclivities
Wirite off in valus of inlangibles 1,363,500 - 1,363,500 -
Carrying amount of plant & equipment disposed 1,232 5,456 1,232 5,458
Wrike dowen in value of vesiments 111,594 265 446 - -
Provision for Men Recovery of controlled entity foan - - 111,584 255,448
1478,328 260,902 1,476,326 260,302
Tofaf Other Expanses 4,B0T A0S 4,127,401 4,807,408 4,127 401
Loss from ordinary activities before Income fax {2,535,885) {2.8581.760% 12,5535, BB5) {2 B51 7RO
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E¢onomic Entity Parent Entity
2002 2001 2002 2001
3 $ b 3
3 NOTES TO THE STATEMENTS OF CASH FLOWS
{l} Reconciiation of net cash fromf{used} in operating
activities to profitifioss) after income tax
Operating profit / {oss) after tax {2,535,885) {2.851,760% (2535, B85) {2 851 7RO
Dapraciation 653,724 81,574 88,724 81,574
Armortigation 442 000 442,000 442,000 442,000
increasef{decrease) in empioyee entiflements 5,280 {20,304 5,280 {20,304}
increased{decrease) in crediors {354,958} 507,125 (354,9586) 307,125
{tncrease) / decrease in deblors FO7 B3t 156,577 TO7 681 156,577
{nerease) £ decreass in prepayments 77,740 {108,735} 77740 {108,735
{ncrease) [ decrease in invantory 748,782 {3.022,829) 748,782 {3,022 823
{Increase) / decrease in other assets 48,945 - 45,945 -
increased{decrease) in provision for doubtful debts - 320,853 - {329.953)
increased{decrease) in deferred revenue {1,430,357) 3.220.943 1,430,357} 3,220,343
increased{decrease) in unsecured joan {195 0403 - (185,040} -
{increase) / decrease in provision for diminution in value
of refated compary - - 111,584 255 448
Wiriteoff Intangibles 1,363,500 1,363,500
Wiiteback sale of Inkellectual Property - 500,000 - 500,000
Lossi{Profit on sale of Non Current Assels 1,148 {1,042} 1,146 {1.042)
Pravigion for dirninution in investments 111,554 255 446 - -
Met cash fromfused) in operating activities {338,835) 1,170,858} {338,835} {1, 170,958)
{ii} Non: cash financing and investing activities
There weee no non cash financing and investing aclivities
andertaken by the Sconomic or Parent Entity during
{he year.
{iii} Credit Standby Arrangaments
No credit stand by arrangements existed either during the year
or at the end of the financial yaar,
INCOME TAX EXPENSE
The prima facie tax benefil on the oparating loss
is reconaifed to the income tax expense provided
in the accounts as follows:
Operaling joss before incoma tax {2,535 885) {(2.851.760)  (2,535,885) {2 851,780
Prima facie income tax benefit on the cperating
toss at 30% (2001 34%) {780.785) {868,598} {760,765) {969,598)
Less:Tax effect of permanent & timing differsnces {53,335) 833,802 53,335} 333,802
Future income {ax benefit not brought
o account 758827 33.690 758,827 33,830
Add:Reduction in Fulure Tax Benefit dus ta
changs i income {ax rales 54,273 2108 54,273 2,108

income tax charged to Statements of Financial Performance - - -

The parent entity has income tax losses of approvimately $5,844,821 resulting from current year
cperations and prior year operations subseqguent to changes in cwnership and business during the 1398 year,

Potential future income tax benefits aliributable to tax losses carvied forward and timing differences

as at 31 Dacember 2002 have nob been brought to account as an asset by the group companies.

The fublire income tax benefit, which has not been recognised as an asset, wilk ondy be obiained i

£y The group companies derive future assessable income of a nature and an amoeunt sufficient to
#nable the benefit to ba realised;

{i) The group companies continue to comply with the conditions for deductibility imposed by tax
tegislation;

{if}  Nochanges in tax legistation adversely affect the group companias in realising the benefit
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INVENTORIES
Haw rmaterizls
Waork tn Progress
Finishad Goods

Less: Writedown as refarred in Mote ()

RECEIVABLES

Current

Trade debtors

Less: Provision for doubtful debts

Other debtors and prepayments

Unseaured Loan
Less ; Provigion For ron-recovary

Kon-Surrernt
Exploration lenement deposits
Other deposis

Loans to controfled entifies
Legs - Provision For non-recovery

Unseaured Loan
Less ; Provigion For rion-recovary

OTHER FINANCIAL ASSETS
Current

Quated on a prescribad stock sxchange

{i} Market value of shares at balance date
Shares on & prescribed stock exchange

Non-Currest

Shares in Controlled Entities - Unguotad

Egonomic Entity

Parent Entity

2002 2004 2002 2001
£ 5 $ £
228,579 287,612 228,579 267 612
4,750 15,575 4,750 15,575
2,591,004 3.260.928 2,581,004 3,269,928
2,824 333 3573115 7,504,333 3,573,115
{1,671,125) - (1,671,125} -
1,153,208 3573.115 1,153,208 3,573,115
335,505 1,043,196 335,505 1,043,196
(20,047 {20,047} (20,047) (20,0473
315457 1,023,148 315,457 1,023,148
51,360 129.100 51,360 129,100
88363 88,363 8B,363 88,363
(B8 363 (88,363 {38,363) (88,363}
366,817 1,152 248 366,817 1,152,248
- 10,000 - 10,000
- 39.945 - 39,945
- - 2,184,175 2,184,175
- - (2,129,175} {2,017,581)
23,693 112,058 22,693 112,058
(23 B93) {112.058) (23,693 {112,058}
. 40,845 55,000 716,538
55,000 166,504
55,000 166,504
& 2
5 Z
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Egonomic Entity

Parent Entity

2002 2001 2002 2001
3 $ b $
PLANT & EQUIPMENT
Office Furniture & Equipmaent - at cost 87,008 87 468 37,000 87,468
Less: Ancurnulated Depreciation {51,321) 136,637} 151,321} {36,637
35,687 50.831 35,687 50,831
Motor Vehicles - at cost 21,867 21,867 21,867 21,867
Less: Avcumulated Degreciation {10,866} {76873 {10,868} {7 BT
11,001 14,184 11,001 14,154
Computer & Test Eguipment - at cost 257 455 250,881 257 455 250,891
Less: Avcumulated Degreciation {161,356} 116,415} 1181,358) {T1R.415)
35,088 134,478 58,088 134 478
Total Plant & Equipment 142,786 188,501 142,788 198,501
{a) Movemants in Carrying Amounts
Movernent in the carrying amounts for each class of plant &
equipment between the beginning and the end of the curent
financial year.
Cffice Furniture Totor Cenmpoler &
& Eguipment Wehiches Test Equipment Total
Economic & Parent Enbity
Balance al the beginning of the year 50,831 14,194 134,478 198,501
Additions 1,041 - 14,513 15,554
Disposalts {1,500 - {7,848} {3,445)
Dapreciation Expanse {14 B85 13,183} {44,842} {62,820)
Carrying armocant at end of year 35 B87 11.001 85,068 142 7RE

Egonomic Entity

Parent Entity

2002 2001 2002 2001
3 5 $ 3
INTARGIRLES
intetectual propesty at cost - 2,500,000 - 2,500,000
bess: ancurmutated amortisation - {827,000} - {927,000}
Purshased goodwil - 300,000 - 300,000
Less: aocumutated amortisation - 167.500) - {BT 5003
- 1.805,500 - 1,805,500
Transaclions involving the write off of Intangibles are refermad ta
it MNate 1 (g) and {RH).
PAYABLES
Current
Bark Overdraft 28,870 - 28,870 -
Creditors & accrualks 523934 1,045,430 605,524 1,045 430
Unseaurad Loans B0 000 185 040 a0,000 195 040
788,804 1,240,470 758,804 1,240,470
TAX LIABLITIES
Current
Goods & Services Tax Payable 14 B85 24,354 14,805 24 354
PROVISIONS
Current
FPravision for employes entitlements 74,352 §9.672 74,852 58672
Number of Employees at year end. 16 28 18 26
DEFERRED REVEMNUE
Current
Defarred Income 150,285 1,183,677 150,885 1,153,677
Unrealised Eamings - 2,088,789 - 2,088,788
150,285 3.252 466 150,885 3,252 466

Transaclions involving the deferral of revenue are referred to
i Mote 1 (j) and (&)
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Economic Entity Parent Entity
2002 2001 2002 2001
£ 5 $ £
14 CONTRIBUTED EQUHTY
issad and paid up capitak
Ordinary fully paid shares 10,042,745 33,753,763 10,042,748 33,753,783
Moverments in issded and paid up ordinary share capital of the
cormpany diring the past two vears were as Follows:
Note No. of Issue £
Bhares Price
{oents}

O0f 01 O Opening Balance 126,248,508 33,753,763
24.04.02 issue of shares fa){d} 8,111,088 2.25 203,000
03.05.02 issue of shares (&)id} 1,877,777 2.25 44 500
30.05.02 Share Capital Offset against Accurmulated Losse: b3 - {24,371,388)
19.06.02 issue of shares (a)idy 18261111 2.25 410,874
Balance - 31 Decambar, 2002 155,508 484 10,042 748

{a) Allofrments under private placement arangerments

{b} Share Capital Offset:
in aceordance with a 2002 Annual Beneral Meeting resolution,
loeses accumatkated through mining operations previcusty
conductad by the company amounting ic $24,371,388 have
bieen offset againgt the value of 1ssued Capital to more
properly reffect the value of members interests in the
cngoing cperations of the company,

{c} OPTIONS OVER ISSUED CAPITAL
{iy 10,000,000 Opfions were issued as past of the consideration
for the elecommunication assets purchased during the

1988 year at an exercise price of $0.40 per share with an

expiry date of 30 June 2004, The principal Terms ang

Conditicns ¢f these Opticns can be summarised as:

{i}  not being exercisable untif the audited profit of the
Comprany before tax excesds $10 million for the period
fotowing the re-guotation of the company's shares,

(i} not conferring inherent fight to participate in any
subsaguant share issue untd exercised,

{in) 1,500,000 Oplions were issuad {0 Non Executive Directors
in 1989, These options are exercisable at a price of $0.40
per share, with an expiry date of 30 June 2004,

{ifi} 3,472,000 Options issuad in 2001 to key employees with
an expiry date of 30 June 20086 on the Terms and Conditions
set out in the Company's Share Oplion Incentive Plan
These oplions are exarcisable in varous tranches al
$0.05 per share.

i On 30 May 2002, 10,000,000 Oplions were ssued in four
franches (o Managing Birector, Mr lan May, with exercise

prices at $0.05 and $0.08.expiting bedween 31 Dacember 2008

and 31 Dacernbear 2008,

{d) Restricted Securities

During the year 29,348,978 Ordinary shares were issued subject o

Restriction Agreaments pursuant to Section 707 of the

Corporalions Act {2001) restricting transfer for twalve months from

dade of aue.
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Economic Entity Parent Entity
2002 2001 2002 2001
3 $ b 3
ACCUMULATED LOSSES
Accurmutated Losses al the beginning of the
financial year 31,180,171 28,338,411 31,180,171 28,338,411
Offset against issued capital {refer Note 14b} {24,37 1,388} - (24,371,388) -
5,818,783 28,338,411 8,818,783 28,338,411
Cusrent Year Loss 2,535,885 2.851.780 2,535,885 2,851,760
3,354 668 31,180171 8,354,668 31,190,171
FINAKCIAL INSTRUMENTS

Intarest rate risk exposure
The sconomic entity's exposures to interest rate risk and the effeciive weighted average interest rale for classes of
financial assets and financial liabiities are set out below:

20302 Fioating  Fixed Interast  Non-Intersst ToTAL
Financial asset interest  moturing 1 yr Do

Cash Agzats 2 - 500 502
Racaivables - - 366,817 366817
Cher Financial Assats - - 55,000 55,000
TOTAL 2 - 422 317 422 318
Welghted average interest rate il Ml

Financial liability

Payables 28 867 - 758,934 788,801
Tax Liahilities - - 14,885 14,885
TOTAL 28 8587 - 774,828 803,736
Welghted average interest rate 13.6% Nl Nl

20061

Financial asset

Cash Agzats 203,151 - 500 203,651
Racaivables - - 1,202 183 1,202,183
Cher Financial Assats - - 166,554 156,584
TOTAL 203,151 - 1,364, 287 1,572 438
Welghted average intarest rate 2.65% Nl |

Financial liability

Payables - - 1,240,470 1,240,470
Tax Liahilities - - 24,354 24,354
TOTAL - - 1,264 824 1,264 824
Weighted average inferest rate M il il

COMMITMENTS AND CONTINGENT LIABILITIES

The comemitments set ol below represant the greater of anticipated outlays varsus minkmum expenditure commitrmants on
operating leases currently hold in respect of the parent erntity.

Economic Entity Parent Entity
2002 2091 2002 2001
13 5 5 13
Expenditure commitments - Operating leases
Commitrments for mirdmom lease payments in relation to
nor-cancetiable operating leases are payabie as foliows -
Not ister than cne year 25611 202,843 25,611 202,843
Later than one yaar but not iater than 2 years 5867 18,358 5,867 18,358
Laler than two years but not laler than § years - 21,1890 - 21,130
31,578 242,381 31,678 242,331

Buperannuation commitments

The company makes superannuation contributions to prescribed superannyation funds on behalf of employess and executive
disectors,as required by the Superannuation Guarantee legislation {currently 3%} The mincipal types of benefit are death,
perrmanent disatility and superannuation benefits upon refirement.

Exacutive Agreements
The maximum amount of contingant liability in respect of an employee service agresment is $370,000.

There sre no other contingent liabiities for ermination benefits with any directars or parsons who participate in the
management of the company or its controled antities.
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Egonomic Entity Parent Entity
2002 2001 2002 2001
3 $ b 3

18 REMUNERATION OF DIRECTORS AND
EXECUTIVE OFFiCERS
{a} Dirsctors remuneration

income paid or payabie to all directors of sach
enlity in the economic entity fy the entities of
which they are directars and any reiated parties 547 BE1T 311,000 547 B61 311,000

Number of paren! entity direstors whose income from the parent
enlity and any related paries was within the following bands :

&

§ 0 - % 9909
$ 10,000 - % 19,999
$100,000 - $100,999
$110,000 - %119,999
$150,000 - %$130,999 -
$300,000 - %300,999 1 -

e
N

The names of the parent entity directors who have held offfce
during the year ane:

Ardrew L. Mariin

Edwin F. Sloyie

Louis . Delacratar {Resignad 27 May,2002)
Dy Maurice M. Vanning

John G, MeCormack {Resigned 30 Apsi,2002)
lan 0. May {Appointed 13 Fabruary, 2002
Chiristopher J. Eade [Appointed 18 June, 2002}

{by  Executives remuneration

Remuneration of executives of the economic entity or the parent
entity who recaived rernaneration of $100,800 or more from the
BConoiTEs, parent or reisted entities,

Aggregate remuneration 797 466 466,158 797 466 466,158

Arnournt paid by the parent company |1 the
folowing band:- M. Men
$100,000 - $108,909
$110,000 - 5119099
$120,000 - $120,909
$130,000 - $130,909
$160,000 - $160,9099

PR . R
s

z)  Ratirement Benefits

No amount of prescribed benefils have been provided by the
FParent Entity of the Economic Entity to a direclor or g prescribed
superanauation fund in conneclion with retirement from a
praseribed office.

dy  Biectors Share Interests

Ag at the reporting date, Direclors and
director-related sntities hold, directly of indirectly
or beneficially the following interests in the Parent
Ertity :

Ordinary Shares 42,415,841 52,683,678
Options 11,500,000 11,500,000
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SEGMENT REPORTING

During the year the economic entity operated solely in the telecommunications sector within Austraiia.

2002 2001
Revenue Segment Segment Revenue Segment Segment
Hasult Assets Hasult Assets
Telecommunications:-
Australia 4,171,689 (2,535,885} 1,717,817 3,131,401 {2,851,760) 7,140,554
Mining:-
Australia - - - - - 10,000
4,171,680 {2,535,885) 1,717,817 3,131,401 {2,851,760) 7,150,554

RELATED PARTY TRANSACTIONS

Transactions with companies or firms in which directors of the company have an interest. Al transactions were conducted

by the Parent Entity at commercial rates. Other fees and remuneration paid to directors and executive officers are

disclosed in the Report of Directors and Note 18,

2002 2001
Director Director Related Enfity Detalls $ §
L. Delacretaz {a) Copper Systems Pty Lid Administrative services 1,056 11,972
4 G McCormackK (b) McCormack & Partners Accourting services 44,537 25,575
C J Eade (c) Strategic Project Marketing Private placement fees 20,930 -
{a) Resigned as Director 27 May, 2002. Resigned as employee 31 Oclober, 2002,
{b) Resigned as Director 30 April, 2002
{c) Appointed as Director 21 June, 2002.
CONTROLLED ENTITIES
BOOK VALUE
Incorporated Share class Holding 2002 2001
Investments in unguoted corporations $ $
being controlled entities:
Pacarc (PNG) Limited Papua New Guinea Ordinary 100% 2 2
Strato Sonde Pty Lid Australia Ordinary 100% 2
Beam Communications Pty Lid Australia Ordinary 100% 2
5 2

Contributions to profiti{loss)
During the year, members of the economic entity contributed to operating profit(loss} before tax as follows:

2002 2001

$ $

Tele-P Limited (2,535,885)  (2,851,760)
Pacarc (PNG) Limited (111,504) (255 448)

Strato Sonde Pty Lid - -

Beam Communications Pty Lid - -

Adjustments/eliminations 111,554 255,448
(2,535,885 {2,851,760)

Business interests oulside Australia

Pacarc (PNG) Limited Papua New Guinea
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EARNINGS PER SHARE

Basic earnings per sharg
Diluted earnings per share

Weighted average number of shares used in
the calculation of Basic Earnings Per Share

Dilutive Earnings Per Share:

All Potential Ordinary shares disclosed in
Note 14 are dilutive.

REMUNERATION OF AUDITORS

20602
cents

{1.76)
{1.76}

143,711,505

Remuneration of the Auditor of the Economic and Parent

Eniities for:
- auditing or reviewing the financial report
- share registry services

22

2001
cents

(2.26)
(2.26)

126,248,508

Economic Entity

Parent Entity

2002 2001 2002 20061

$ $ $ $
18,635 17,270 18,635 17,270
12,568 15,984 12,968 15,9594
32,603 33,264 32,603 33,264
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Directors’ Declaration

The directors of the company declare that:

1. the financial statements and notes as set out in pages 10 to 22 are in accordance with the
Corporations Act 2001:

(a) comply with Accounting Standards and the Corporations Reguiations 2001; and
(b} give a true and fair view of the financial position as at 31 December 2002 and of the

performance for the year ended on that date of the company and economic entity;

2. m the directors’ opinion, there are reasonable grounds fo believe that the company will be able to
pay its debis as and when they become due and payable.

This declaration is made in accordance with a resolution of the Board of Directors dated 28" March 2003.

(10 o

ANDREW MARTIN
CHAIRMAN
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AUSTRALIAN STOCK EXCHANGE INFORMATION

A at 26 March 2003,

‘Top twenty holders of % of o .
gquoted equity securities Number Class Unquoted Options
Killarney Properties Pty Ltd 31,002,214 19.92
Electro Magnetic Measurements 30,370,265 18.51 Andrew Martin and fan May, Directors of the
Pty Led company, hold indirectly or directly 6,666,667
Mojo Corporation Pty Eid 8,836,333 5.67 and 10,000,000 coptions respectively, in total
ESI Pty Lid (Stoyle Family Trust) 5,410,533 347 representing 59.16% of the total number of
Mr John Franciszek Chodorowski 2,620,622 1.67 28,172,600 options on issue to 22 holders.
Valutech Pty Lid 2,547,031 1.63
Copper Systems Pty Lid 2,086,737 1.34
Dr Keith Demrick Day & Mr 1,955,750 1.25
Nicholas John Day
Nick Giannopoulos 1,777,778 1.14
Christopher John Eade 1,754,552 1.13
CTS Funds Pty Lid 1,365,000 0.87 Voting Rights
Stoyle Holdings Pty Ltd 1,333,460 0.85
Middencorp Eleciric Co Pty Eid 1,310,877 0.84 There are 155,598,484 ordinary fully paid
Mr Min Chuan W 1,275,499 0.81 shares held by 2,303 members and these are the
National Nominees Limited 1,104,274 0.70 only class of share cm‘;‘en{}y issued.  The
Gerald Francis Pauley 1,060,000 0.64 Company’s Constitution provides that every
Biotec International Pty Ltd 1,600,000 0.64 member present in person, by proxy by
Biotec International Pty Lid 1,060,000 0.64 corporate  representative  or by appointed
(Bigum Super Fund) attorney shall on the show of hands have one
Pacrim Fnergy Limited 909,060 0.57 vote. In a poll, the vote is determined pro-rata
Peter Sok Yong Lee 850,556 .54 to the amount paid up, if shares are paid up to
Top twenty total: 99,501,481 63.83 different amounts.
Total issued: 155,598 484

% of
Substantial sharcholders Number  Class
Killarney Properties Pty Ltd 31,002,214 1692
Electro Magnetic Measurements Pty Ltd 30,370,265 19.51
Mojo Cerporation Pty Eid 8,836,333 567
E.F. Stoyle 7,643,993 4.89
Directors’ interests Shares Options
A. L. Martin 30,370,263 6,666,667
Dr M. M. Venning 2,547,031 300,000
E.F. Stoyle 7,643,993 300,000
1.D. May 106,000 10,060,000
(1. Eade 1,754,552 -
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Distribution of shares

Size Of Holdings Number % Number of %
of Holders Shares

1-1,600 387 16.80 208,442 0.16
1,601 — 5,000 737 32.01 2,153,533 1.70
3,601 — 10,0600 449 19.50 3,786,248 3.00
16,001 — 160,000 603 2618 | 20,737,625 16.45
100,001 and over 127 551 99,342 660 78.69
2,303 | 160.00 | 126,248,508 | 100.00

Restricted Ordinary Shares * Number of

Shares

1ssued 24 April 2002 9,111,088

ssued 3 May 2002 1,977,777

{ssued 19 June 2002 18,261,111

29,349 976

[ Total Quoted 155,598,484 |

* Canditfions of Restriction

Subject to Restriction Agreements pursuant {6 Section 707 of Corporations Act which
restrict transfer for a period of 12 months from date of issue.

Holders of less than a marketable parcel of
Quoted Ordinary Shares

% of % of
Number Total Number of Total
of Holders | Holders Shares Quoted
Shares
1,906 &0.76 | 12,075,326 9.56
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INDEPENDENT AUDIT REPORT TO THE MEMBERS QF
TELE-P LIMITED

$oopn
T financiel report of Tele-1P Limitad ["the Company”™) for the finangial year ended 31 Decamber 2002 18 g6t oul on
peges 10 to 23, The financial report Includes the fnandial stataments of the Gompany and the consolidated finsncial

sfetamants of the congolidated anfity compising the Company and S entiles 1t sontrolled &t e and of, or during,
the finenclal year.

B,QM atiyiih o o . ) o .
The Ditectors of the Dompany o rassonsible %7 1 preparaton of the finansial report 8nd 8ré required to provide &
deciaration as to whether, in thelr apinlon, the finencial rapart has beans prepared in accordence with He Comorations
Act 2001, The Directors are aleo required to state whether, I the Directors’ opirsion, thars are rassornhia grounds o
batinve tiat the Company will be sbie 1o pay fa debts as and when they bacoms dua and paysble. This deciaration
in sot ot on page 23,

Sur role s indanendent suditor

Cur audit has heen conductad 1 gocordance with Augtrmalian Alditing Btandards o provide reasonabio AEsUrans Bg
1o whether tha financial report Is free of materis! missteiomant and hes boon preparst in Bocordance with Agcomarding
Standards, other mandatory professional repoting requirements in Austrelis and the Comorations Act 2007 and
requlations theretd. in forming ur opinton we sre roquired to parform our sudit wilth due sars, sompetance und
diigence, and fo be fraa of inisresls which could be Incompatible with mdependence. We have foliowed the

Inteperdence requiramants set oul by The Insfituls of Charterad Acsountants in Australis snd the Comarations Ao
2001..

Wa have giso hean engaged by the Diteciors lo undartake other sarvioss for the Company and conaciidated entity,
These services are distlosed in aote 23 to the fremoisl stateents. in our opinian, the provigion of these addiionat
Bervines has not impaired our independencs,

Gur mudit progadures

We hava condustad 2 rumber of procadures in arder {0 forn n apinlon as fo whather, I & matasa tespects, the

finanaial report presents faidy o view which is consigtent with our understanding of the Company’s and coneolidatod
entify's financiel position, and of thelr orformance os representar by the resulls of thelr operations and cosh fows.

Tiur procaciures Inchidad:

+ the axaminafion, on 3 tast bals, of evidance supporing the emounts and ofher distiouures In the fieancial
report. This inghuchud 1esting, fo the extant consitvred necassary. by us 1o form our opinion, intarnal controls,
transactions, signifioant accounting estimetes and Individun! tems;

+ the svakiation of accounting poficles applled by the Dirsotors in the preparetion and prosentation of the
financial roped: and

s oblaining written confirmation ragarding material representations matie 10 us in cannection with the sudlt,

The Australian Audiing Standands do not reculre, and we have not undernken, sn analysis of the appropratoness of
the business decisions mede by the Directors or management,

The aucit opinion expressed in this roport hae been formed on fie above basts,

Autl apinion
I s opindon, the financlal report of Tele-iP Limited, as st out on pragas 10 1o 23:

&} gives & true and fair view of the Company's and aoteolidated antity's finencial posttion a8 at
31 December 2602 and of their parformance fTor the Inansial yasr srded on that date; and

b} ls prosented In agcordance whh Acopunting Stendards, oiher mendatory profossional reporing
redquirgmnants in Australia, Corporations Act 2001 and regulations tharmtn,

J)wgt m Netvh s Frnrenaia, Q{,
DOVGIAR MECK & BURRELL -
Chartpratt Assointants R Brown

Fariner
Brisbang, g / Muarch 2008




