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Chairman’s Report

| arm pleased to report a muchimproved company performance due to
a stabilisivi of our petwork systems business ard the growing revenue
strearm from our gmerging business, Beam Communications Py bud.

COMPANY PORTFCLIC

As we have announeed 1o e market, the business of Tele-IP Lud has
cOMPOnEnts varying frorm the more mature network systerms and
mAnagernent Busiress rough reartenm revenue apPportlites in the
satellite communications strearm to the mid 1 Far term apportunities
represented by the intellectual property associatedd with our
atmesphernic profifing techriology.

The chalienge Tor the company is to batance the timing of revenue and
cash from curent business against the demands and opportunities of
the future. | believe that 10 date we have managed this challenge well.

AETWUHRE SERVICES BUSINESS

This business continues 1o provide the base inad for the company,
Fecrporatig our core 1P network compatence, The Network Services
BrUSIrsess supports & grawdng number of majon corporate and
government applications for Bigh-end networking including service
providers, State governments and utility customers,

HEAM COMBMUNICATIONS PTY LTD

This wholly owred subsidiary was established just over & year ago and
the substantial investment i this emerging business has been

proven jstified,

Ir1 fate 2002, we advised the market of establishiment of the subsidiary
and its target market, that of satelite terminal products for the ruyal
and remote wser cormrmunities. Following a very ntense developmant
phase, the company has achieved g complete, certified product line
and has erjoyed the support of launch custormers Talstra, i Austradia,
and Horizan Mobile Commmunications, i Thailarsd,

Additionat products in the Family, pius emerging opportunities within
various markets workdwide, have enbanced the prospects for this
Brsiress,

STRATCOSONDE FTY LT
This wholly owred subsidiary is the repository of all ntellectual property
and patents pertaining to our Atrmospherie Profiling techniolagy.

Buring 2003 we saw validation of our acoustic-chirp based approach,
with NASA including our technology i1 & global survey of poteritial
nexd-generation profiling technologies. Discussions throughowt the
year with overseas entities in Ewrope and the USA, continug to
encowrage us that we have a word class opportunity.

As shareholders would be aware, Tele-IP Ltd took the opportunity to
rarse further capital in the market dusing the year, These capital
fAISINS Wore NBecessary 1o ensure we were capabie of funding the
cortinued ifvestinent and growth to realise the value of the company
for its sharehokders,

The improverment in the Compary's position could only have Deen
achiever] with the capital raisings completed throughout the year,
particularty with the accelerated Bean developrment to meet the
rirket opportunities that were prasented to us,

Shareholders would no doubt recognise that Turther rasings may be
required if yous Board befieves best value can be delivered this way, in
order to furd farther growth,

BOARDY MEMBERSHIP

I crder tey establish a sound platform for the areas of growth we
anticipate, the Board membership has been varied 10 provide an
improved set of skills, experience and business nebworks.

Firstly, | am pleased to welcome Mr Tory Bigum to our Board as a
non-executive Director. Secondly, and most importanthy o the
structare and effectiversess of the Board ard Tele-1P in the future,
lweleerme Dy Colin Adam to the Board as non-executive Chainman.
The Board has been actively seeking a person of Colin's experience and
expertise for some time now, and | personally have been very fotused
o1 gettirg such & persorn.

| army excited about the positive impact that | befieve both Calin and
Fory will have on the comparty, particedarly the on-going strategic
development of the busingss and the knowledge and experiernce they
have hoth hiave iy gaining access to overseas techinology markets. This
will naturally be most importang for StratoSonde and to a lesser extent,
Bearn Communications,

THE FUTURE
The company outlook is much mproved with owr strategy of managing
rrtiple businesses, each at differert stages of development,

Our mataring retwork services Dusiness has good positive growth
prospects inexisting and new technology areas, predominantly
through saie of third party products; our Bearm satellite business has
dedivered outstarding early reveriues arid is now set for global growth,
whilst our StratoSonde business & i an "incubator” stage, prograssing
at the planped rate.

On stepping down as Chairman, [ wish 10 thark the other directors,
paast and presen, for thelr support and most particudarty 1o the
shareholders, for thel loyalty over the past four years, | believe that
the restruckuring we have undertaken over the
past tacy years, places Tele-17 it & very positive
position for growth in the fulure,

(i

Andrew WMartin
[rrmediate Past-Chalrman
Exacutive Directos




Managing Director’s Report

Folfowing the major restructuring of the Comparyy in 2002, Take-IP Ltd
entered 2003 on a better platform Lo pursue growtt,

I 2003, we continued our strategy of building defendabde loog run
operations, haset on valuable intellectual property created either
through direct Research and Developrment of Hwough aining of our
staff in sought after skifls, This technology-based business, ingiuding
network services, is backed by & well executed sales and

marketing function,

A shareholders would be aware, we have the core communications
MNetwork Services business, the Beam Cormrmnications satedlite
technology Dusiness and the StratoSonde atmosphernic

profiling business,

The Network Services business developed adequately durisg 20030
an on-going depressed market, Bowever, by year end, a rumber of
customers have made architectural or eguipment procuremant
decisions in Tele-l's favowr., New management for this division of
Tede-IP was put in place in the third guarter of 2003 to further develop
and enhance the business.

The Bearn Communications subsidiary completed developrnent on the
laurch product set, the RSTI0G, RST200 arwd RSTOS0, basically the
telephony terminal, modern arcd battery subsystems respectively,

The products were certified 1o Australian ard International standards.

As aresuly, Bearn Communications was able to condlude supply
agreamertts with Hosizon Mobile Communications, a marine suppier
loeated i Thailardd: and significant orders from Telstra, For use of the
Bearn techrology, Strong revenue has baeen received fram both
agreamertts, and a number of other smaller opportunities, with equally
strong prospeats in 2004,

The StratoSonde subsidiary, a potentially valuable vehicle, has
continued its fundarmental research as well as continuous high level of
discussions with major industey players i Eurppe and the USA, as well
as a number of research NStLLons.

As announcements o the Stock Exchange have shown, we are
pleased (o report a significant improvement in the Company's position
i Eerms of reveriug, costs and cash on hand,

Reveriue increased year on year to a record $4.5 miliion, an increasa in
A very tough year of 8.3%.

(wr cash reserves at December 2002 were ($28,964) arxd at Decermber
2003 $238.556. At the closing of our books in Decernber 20003, our
tracie debtors were a record $3,272,687, most of which was then
received in the fiest week of January. Beam also recordet work in
progress totaliing aver $1.7 million in the month of January 2004 for
orders waitirg delivery,

As aresult of our Dusiness stratery based on the development of solid
reverue streams and an emphasis on cost control, Tele-IP recorded its
rmaiden corsolidated net profit before tax of a modaest $16,670. This
is significant when taking nto account the bad debt of $550,987
sufferad thyough the placing of our NSW agent, HeatherTech Pry Ltd,
i1t0 liguidation in May 2003, This profit cormes after four cormsecutive
years of losses, including $2,535,888 in 2002, and the resuitant
turnarounc suppoits the strategy that the managerment have put in
place over the past two years.

[wwosld Bke to tharik our customers, strategic partners and suppliers
and aur owi staff, after yet another year of growth with an emphasis
on good cost control. The platform is now there for & year of
contirnuen growth with positive outiooks for alf three oparating entities
of Tele-I

lary Bay
Managing Director




DIRECTORS

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

DR COLIN ADAK

Non Executive Chairman

- B.Met Eng (Hons), PhD, FIE Aust, FTSE,
Age 60

Dr Acteurt was elected to the Board of Diractors of Tele-P Lid in
February 2004 and accepted the role of non-executive Chairmar,
taking over that position from Andrew Martis,

Colin retired from CSIRO in 2001, having acted as Chief
executive for 12 months, responsible for the Organisation’s
academic and business performance and relationships with the
government. Colin is a founding mermber of Principals Funds
Management Pty Lid, who provide Board and executive
managesment skils, and private equity capital, to emerging
growth comparnies.

bt the USA, Colin held numeroLs senior executive positions
writhin the aerospace industry, including roles at Allied
Corporation as the Director of the Metals and Ceramics
Laboratory, Corporate Technology, and prior to that, as Program
Manager in advanced alioy development at Pratt and Whitney
Adrcraft,

Most recently, Colin has been instrumental in the development
and growth of Australigst technology companies including his
role as a Director of Mermitec, a focal company sold to US Filter
for LiS$450 miion and as the Chairman of The Preston Group, a
tocal asrospace software company soid to Boeing. He was a
founding director of Melbourne [T, which became a public
comparny in 1998,

He serves as a Board Mermber for a number of high technology
cormpares, including Cerarnic Fuel Cells Ltd and Universal
Biosensors Ltd, He also holds noneexecutive Board positions with
the Strategic Industries Research Foundation and the Overseas
Courncil. Dr Adarm is also the current Chairman of the Victorian
Centre for Advanced Materials and Manufacturing

Managing Director
- AMP
Age 55

Mr May has been empltoyed in the iT and Comrmunications
industries for over 30 years. lan's career has evolved from a
technical background and then through business analysis and
consulting, sales and sales management and then serving as a
senior manager for a number of major technology comparnies.

lan previously held the position of Director of the Business
Division of Optus Communications, the largest division of the
company based on reverkie. lan was resporsible for all
operational areas including strategy, marketing, safes, distribution
fall Optus World and Dealer stores), telernarketing and customer
service,

Prior to that position, fan was Generad Manager of Amdahl
Australia, the largest US based IBM compatible computer
migrifacturer, and held senior executive positons with major
compuier companies including Fujitst and Data General.

lar is focused on strategic planning and corporate development,
the creation of short and long-term marketing programs and
enstring accourntability throughout the entire organisation for
effective performance measurament, business managernent and
profitability.

ANDIREW BIARTIN

Executive Director mmediate Past-Chairmar)
- B.Eng FIE Aust SMIEEE

Age 58

Asnrdrew was the Tounder of Martin Communications Pty Lid
whose research is embodied in the intellectual property and
patenits hat are the basis of the company’s micowave
propagation and atmospheric profiling leadership.

Andrews worked with Telstra Research Laboratories prioy to
establishing Martin Commugtications Pty Ltd in 1986,

Andrew is a regular contributor to conferences in Australia and
overseas and has published a nwmber of technical papers and
has received formal recognition and acclairn as foliows:

A Clunies Ross National Science and Technology Award in
1899

The Victoria Prize for the Outstanding Engineer or Scientist
i 1998,

The nstitute of Engineers Australia, Victorian Division
Enginesring Excellence Award in 1997,

Andrew is focused on further developrnent of the company’s
inteffectual properties.



IR BASLIRICE VENNING
Non Executive Director

« B.SciHonsk, B.Ec, PhD

Age 54

Dr Venning is a well-respected consultant providing advice to
cornpanies, financiers and other organisations on technology
opportunities and technology markets. Maurce has over 25
years exparience as general manager of large companies,
consulting for governmernt bodies and corporations, leadership of
development tearms to produce innovative products and
evaluation of techiical and commercial opportunities.

Non Executive Director
- B.A, B Business, CEP
Age 32

Christopher is the Principal of a boutigue Advisory Firrn providing
investment advice and financial planging services. Prior 1o
establishing this business he has had held senior executive
positions with several investment banking orgaisations
specialising iy ivestment review, project developrnent and
venture capital raising.

ANTHONY PETER BIGLIR
Non Executive Director
Age b5

Mr Bigurm is Chief Executive Officer of Thermo Electron Led and
has 28 years experienca relating to electronic design and
corrwnercialisation within the Medical wvitro Diagnostic industry,
Mr Bigum has extensive experience at Board level and in the
developmernt of export markets.

Mr Bigum's other positions include those of Chainman of the
Adgsstralian Diagnostic Manufacturers Assoclation and the past
Vice Chairman of Long March - Trace Medical Science Company
in Shanghat, Director and Vice President of Trace America Lid and
Chairman of Trace International Ltd Hong Kong.

All directors above Teld office during the whole of the financial
year atd up to the date of this report with the exception of

M Tony Bigurn, who was appointed as a Director on 178t June
2003, and Dr Colin Adarm, who was appointed as a Director on
17 February 2004,

Modern IF Network Architecture




The principal activities of the company and its controlled entities
during the year were:

« Development and marketing of a range of resale products in
the wired and wireless corporate networking markets.

< Microwave radio link design, measurement systesms
developrrent and consulting.

«  Developrment and marketing of a range of satellite based
COMITILITHCATIONS SYStesTs,

«  Research and developrnent of new technology to measure
witt] velocity patterns and air turbulence,

No significant changes i the nature of the principal activities
oceurred during the year,

The Economic Entity achieved a consolidated profit before
incorne tax of $16.670 from revenue of $4,518,277.

The markets for the compaty'’s telecormmurications products and
services partially recovered from the substantiad contraction that
oceurred in eartier years. Sales and generation of satisfactory
marging have continued to be difficult. The cormpany has
however been able 1o generate sufficient revenue and marging to
cover overheads and a restricted research and developrient
prograrame assisted by capital raisings through the year,

The development of satediite based communications systems and
the wind measurernent technology will require further marketing
and research and development expenditure which are presently
restricted by the company’s financial position. However, sarly
sates revenue has been achieved from the satellite business from
key launch customers ensuring the ongeing developmernt and
support of these products.

The comparny is maintaining strategic aliances and agency
agreaments with hardware and software suppliers of products
which together with the comparny’s own inteliectual properties
provide a batanced well structured and focused range of
products to provide our customers with sofutions 1o their
netwark hardware and network managernent fequirerments.




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

Apart from the matters coverad elsewhers i1 this report there
were no sigrificant changes in the state of the affairs of the
econormic entity during the financial year.

No matiers or crcumstances have arisen since the end of the
financial year which significantly affected, or may significantly

affect, the operations of the economic entity, the resalts of those
operations, of the state of affairs of the economic entity in
subsequent financial years.

The sconcimic entity’s operations are 1ot regu
significant emvifonmenta
State of Territory laws.

ated by any
regulation under any Cormmonwealth,

The company will continue the development and
cormmercialisation of the telecommunication and network
Imanagerment systerms and carry out further research and develop
its irellectual properties.




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

Director:

Officers: No. of Options
D. Cooke 200,600
M. Risos 200,600

T. Blacker 150,000

b. Ambry 158,600
M. Willis 50,000

Al options to Officers have beent issued in accordance with the
terms and conditions of the parent company’s Share Option
ncentive Plan.

Mo shares have been issued during, of since the end of,
the financial year as a result of the exercise of the options
notad above,

Option hotders do not have any right to participate in any share
issue of the parent comparty Untl such time as the option has
been exercised. No person entitled to exercise any option
granted by the parent company has or had, by virtue of the
option granted, a right to participate in any share issue of any
other body corporate.

The parent comparny is still in the process of negotiating directors
and officers Bability insurance contracts in respect of certain
directors and full time executive officers against all fabilities and
EXPEnses ansing as a result of work parformed in their respective
capacities to the extent permitied by v, No indernnity was
effected in respect of the auditors.

At the date of this report, the relevart interests of the directors in
the securities of the parent company are:

fefe-iP Lid Tele-IP Lid

Orddinary Shares Options

AL Martin 30,370,265 65,666,667
.M Verming 2,547,031 500,000
AE Bigum 3,426,000 -
LD May 100,000 16,000,000
C.). Eade -

1,754,552
L Adam .

During the year the parent cormpany had 14 meetings of
directors. The attendarnce of the directors at meetings of the
Board and its Commitiees were:

Board of Directors: Cosmunitiees
5 &
o Mo O e
%Q% ISR \@5@%
PO SR

Director L ks ks
Andrew Louis Martin
ian Dean May
Echwin Frank Stoyie 1 1
(Resigned 28 May 2003
Or Maurice Morey Venning 2 2
Chiristopher John tade 2 2
Arthony Peter Bigum 101

(Appointed 17 June 2003

The Comimittess of the Board of Girectors consist of a
Remuneration Committes and an Audit Cornmittes,




The company’s policy for determining the nature and amount of
rernuneration of executive directors and senior executives of the

company is governed by the Rernuneration Commities feporting
to the Board.

The rernuneration siructure seeks to emphasise payrnents for
resuls through various salary package and reward schemes such
as the company’s Share Option incentive Plan.

The objective of the company’s remuneration planning is to both
reinforce the short and long term goals of the economic entity
and to provide a comimon iterest betwesn managernent and
shareholders.

The emcluments of each Director and each of the five executive
officers receiving the highest ermolurnems are as folfows:-

Ty
&
&
<O 2
G =
& NS
DIRECTORS QY {a) €
LD, May 5:399’321
M. M. Venning
E. £ Stoyle

C.). tade
AP Bigum

EXECUTIVES

M. Risos ©112,708
D.Cooke C107.679
T. Blacker L. 91,692 -
D. Ambry 86,308
M. Willis Le5,000

{a) A 31 December 2003 Directors fees are accrued and srpaid.

2
O
\)@Sl@\ﬁ” Qg}g’
<
S 7

47939 40000 257,260 -
10,800 - B 144,300
e 15,000
8,250
15,000 ¢
B850

446,560 -

133,978
117,347
99,616
94,076
85860
-530,867

Signed in accordance with a resolution of the Board of Directors dated 25 February 2004,

(0

ANDREVY MARTIN
Chairrnan




Corporate Governance Statement

The directors are responsible for the corporate governance practices of the comparty. This statement sets out the
main corporate governance practices that were in operation throughout the financial year except where

otherwise indicated,

THE BCARD OF CIRECTORS
The Board carries out its responsibilities according to the
following rmandate:

= The hoard should comprise at least three directors: and

= All available information i connection with items to be
discussed at a meeting of the Board shall be provided to each
director pricr to that meeting.

The primary responsibilities of the board include:
« setting of objectives, goals and corporate direction;
«  adopting and monitoring progress of a strategic plar,

= adopting an anndal budget and constant monitoring of
financial performance;

= enswing adeguate internal financial, accounting and
miatagertal controls exist and are appropriately monitored for
compliance;

= enswring significant business risks are identified and
appropriately managed with particular emphasis o insurance
reqLUernents;

= enswring Tele4P Ltd maintains, at all times, the highest
standard of business, financial and ethical behaviour;

= selecting and recommending new Directors, including the
Marnaging Director, to shareholders;

= setting cormpensation arrangements for executive Directors
and executive raanagement after receiving recormmendations
from the Remuneration Committes; and

«  addressing occupational health and safety issues and ensuring
an appropriate systern of management is inplemented.

The full Board is responsible for establishing oriteria for Board
mempership, reviewing Board raembershin and identifying and
norninating directors. Board membership shall be reviewed
annually to ensure the Board has an appropriate mix of
qualification, skills and experience. External professional advisers
may be used to assist in this process and shall be engaged at the
expensa of the company.

Members are appoiried by the Board and with the exception of
the Managing Director, must by rotation stand for election at the
rext general meeting of shareholders.

The Audit Commiites provides a forum for the effective
communication between the Board and external auditors,
The Audit Comrnittes reviews,

= The annual and half-yearly financial report prior to their
approvat by the Board;

= The effectiveness of management inforrnation systems and
systerms of internal control; and

«  The efficiency and effectiveness of external audit functions,
including reviewdng the respective audit plans.

The Audit Committee generally invites the Managing Director,
Chiief Financiad Officer and the external auditors to attend audit
cormritiee meetings. The Audit Cornrmiitee also meets with and
receives reguiar reports from the external auditors concerning
any matters, which arise in connection with the performance of
their respective roles, including the adeguacy of internal controls,

PITE MANAGERENT

The Board is responsible for the company’s system of interal
controls. The Board constantly monitors the operationat and
financial aspects of the companys activities and, through the
Audit Committee, the Board considers the recorrymendations and
advice of external auditors and other external advisors on the
operational and financial risks that face the company.

The Board enstres that recornmendations made by the external
auditors and other external advisors are investigated and, where
considered necessary, appropriate action is taken to ensure that
the company has an appropriate internal control enviromment in
place to manage the ey risks identified.

iy adddition, the Board investigates ways of enhancing existing
risk rmanagement strategies, inciuding appropriate segregation of
duties, the employment and training of suitably quatified and
experienced parsonnel, and, in conjunction with the
recommendations of the Audit Committee, the scope and work
program of any internal auditors appointad.

COMIE OF CONIICT

As part of the Board's comrmitment 10 the highest standard of
conduct, the company adopts a code of conduct to guide
executives, management and ernplovees in carrying out their
duties and responsibiiities. The code of conduct covers such
matters as:

- Resporsibifities to shareholders;

» Compliance with laws and regulations;

»  Relations with customers and suppliers;

- Ethical resporsibiities,

»  Ermnployrment practices; and

»  Resporsibifities to the environment and the commuinity.



AUSTRALIAN STOUK EXCHANGE (A5X) CORPORATE GOVERNANCE GLHDELINER

fre Marclh: 2003, the ASX Corgorate Governance Commitiee released 10

princigies of good corporate Governance and best practice recomymendatiaing,

The Board has considered these guidelines and is taking the necessary steps
o foliow the best gractice recommendations, whese appropriate to the
Compary's circumstances.

The Company & formally requlired 1o disclose the extent to which it has
followed the best practice recommendations in its 2004 annual report.
However, a5 requiested by the ASX, and in accordance with good disclosure
practice, the Company is feposting sariier than reguéired, as set ou below:

Compliance with ASX best practice recommendstions

The Company has followed e ASKS hest practics recommendations during
the year ended 37 December 2003 other than as disclosed below:

Division of Resporisibilities

Although the functions and resporsindlities of the Board andg Company
rmzhagement have been determined, they have not been evidenced by
formai docurmentation. Accordingly, a formal Board charter is

being preparad.

Structure of Board of Directors

The Company has actively sought a suitable person for appointmeant a5 an
independent Chaisman of Directors and, a3 noted in an earfier section, has
recently appointed Dr Colis Adam to that. position.

Risk Managemernt
The Board is develoging format policies to identfy assess, maritor and
manage risks,

Servior Exectitive Reporting

The Managing Director and Chief Financial Officer sre responsible for
financial reporting. as well as the implementation and operation of the
Board's risk managarnent policies. These senior executives, as well as other
Comgany officers, report to the Audit Committae and the Board or such
matters. However, in order 10 conform with the ASKS recommendations,
formal weitten staternents will in future financial years be proviced by both
the Marnaging Director and Sroug Chief Financial Officer attesting ta the
integrity of the financial statemeants and e implementation, opesating and
sffectivensss of the Board's risk management policies.

Lysclosires

The Cormpany has established 5 website at wineeLele-ip.com which s subject

o further develapment. Further infosmation to be made putdicy availabie in

accordance with the ASXS recommendations will be postad on the

Comgany’s website in a specific corporate governance section. This will

ifnciLite:

- Hoard and Commistes charters

~  Policies and procedures for the selection and appointment of directors
and external auditors

»  Polities and procedures designed (o guide comgiance with ASK
disclosure reguirernents

»  Code of conduct and share trading policy

-~ Sharehclder communication arrangements

» A descrigtion of the Company’s risk managemeant policy, compliance
and control systems and

~ Performance evaiuation processes for the Board, its Comimittees,
Directars and key execLitives,

Financial Statements

Siaternent of Financial Performance
For the year ended 37 December 2003

Econorric Entity Parerst Entity

2003 2002 2003 2002

Note 3 % $ %
Reverwes from ordinary activities 2 4,573,271 4,171,698 3,640,004 4,171,699
Changes iy inventories of finished goods and work
in progress 2 {1.565,520) {1.580.813) (544,648} {1.580.813)
Depreciation and armortisation expense 2 {48,919 (511.724) (48,979 (511.724)
Borrowing costs expense 2 {35,209 {7.640) (35,299 {7.640)
(Cther expenses from operating activities 2 {2.308.758) {3.131.080) (2,369,735) {3.131.080)
(ther expenses fror non-operating activities 2 {598,105) {1.476,326) (307.664) {1.476,326)
Profitioss) from ordinary activities before income tax 16,670 {2.535,885) (266,267} {2.535,885)
Income tax expense relating 1o ordinary activities 4
Net Profit {Loss) 16,670 {2.535.,885) (266,261} (2.535,885)
Nor-owner changes in eqguity - - - -
Total changes in eguity other than those resulting from
ransactons with OWwners as Cowners 168,670 (2.535,885) (266,261 {2.535,885)
Basic earnings per share {cents) 21 .01 {1.76)
Diluted earnings per share {cents) 21 0.01 {1.76)

The above statement of Financial Performance should be read in conjunction with the accompaning notes.




e

As at 31 Decernber 2003

CURRENT ASSETS

Cash Assets

Ivertores

Recetvables

Other Financial Assets
TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Receivables

Other Financial Assets

Plant & Equiprnent

Other

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES
Payables

Provisions

Deferred Revenue

TOTAL CURRENT LIABILITIES
TOTAL LIABILITIES

NET ASSETS

EGUITY
Contributed equity
Accumulated Losses

TOTAL EQUITY

Statement of Financi

al

Note

on

000 4 Ch

10
11
12

13
14

Fosition

Econorric Entity

Parent Entity

2003 2002 2003 2002

i $ 5 &
239,556 6 235,300 -
1,617,594 1,153,208 1,617,584 1,153,208
1,433,928 366,817 1.451.247 366,817
- 55.000 - -
3.281.078 1,575,031 3,308,141 1.520.025
43,000 43.000 55,000

- - & 6

106,726 142,786 108,726 142,786
300,000 - - -
451,726 142,786 151,732 197,792
3.742 804 1717817 3450873 1.71/.817
2,217,945 803,799 2,217,845 803,759
153,673 74,852 153,673 74,852
176,047 150,585 178.047 150,985
2,549,665 1,028,736 2.545.665 1.025.736
2,549,665 1,028,736 2,545,665 1,028,736
1,183,139 688,081 910,208 £88,081
10,531,137 10,042,749 10,531,137 10,042,749
(9,337,998} {5.354.668) (9.620,929) {9.354.668)
1,183,138 688,081 910.208 £88,081

The above Statement of fFinancial Position should be read in corjunction with the accompanying notes.




Cash flows relating to operating activities
Receipts from custormess

Payrments 1o suppliers and ermployees
Imerest recaived

imterest and finance charges paid

Net operating cash flows

Cash flows relating to investing activities
Purchases of propaerty, plant and equiprnent
Fwestrment in controlied entities
Proceeds - Sale of Non Current Assets
Proceeds - Sale of Shares

Net investing cash flows

Cash fows relating to financing activities
Mot Cash proceeds fror issue of shares
Met Cash proceeds - Loans

Loan to controlled entity

Net financing cash flows

MNet increase { (decrease) in cash heid

Cash at beginning of year

Cash at end of financial year

The above Statement of Cash flows should be read in conjunction with the accompanying notes.

Note

Statement of Cash Flows

For the year ended 37 Decernber 2003

feonomic Entity

Parerst Entity

2003 2002 2003 2002

% % $ $
3,205,668 3.479.884 3,205,668 3,479,884
{4.456,780) {4.422.929) {4,456,780) (4,422,929)
2,882 1.067 2,882 7,087
(95,818} {2.857) (95,.818) {2,857
{1.344.048) {938,835} {1.344.048) (938.835)
(16.983) {15,554} {16.983) {15,554}

. - . 4

1.568 1,400 1,568 1.400
166,585 - - -
151,180 {14.154) {15.415) {14,158}
488,388 660.374 488,388 660,374
973,000 60,000 1,139,585 60,000

- - {250) -

1,461,388 120,374 1,627,733 720,374
268,520 (232.615) 268,270 (232,615
(28,964} 203,651 (28,970 203,649
239,556 (28,964) 239,300 {28,970}




The fimancial sepost is a general purpose financial report that has been prepared in accordance with Aastralian Accounting Standards, Usgent issues Group
Consensus Views and other sUthoritative proncuncements of the Australian Accountng Standards Board and the Corporations Act 2001

The financial repost covers the econemic entity of Tele-IP Limitad and controfled entities, and Tele-IP Limited as an individual parent entity. Tele-iP Limited s a
listed pubiic company, incorposated and domicited a3 Australia.

The financial repost has been prepared on an acoruals basis and is hased on historicat costs and does not take INto acoount changing money values onextept
wilere stated, current valuatons of non-current assets. Costs are based on the fair values of the consideration given in exchange for assets.

The following is s sumrmary of the material accounting policies adoptad by the economic entity in the preparation of the financial report,. The accounting
policies have been consistantly applied, unless othenwise stated.

{s) Principles of Comsolidation
The consolidated accounts comprise the sccounis of the company and all entities controiled by te camgany, Control exists where Tele-IP Liméited fas the
capacity 1o dominate the decision-making i relation 1o the finaniciai and operating policies of another entity so that the other ensity operates with Tele-iP
Limited to achieve the obectives of Tele-IP Limited. A list of controlied entites is contained in Mote 20 to the financial statements.

All inter-company Dalances and transactions between entities in the economic antity, including sy unrealized profiss or losses, have been eliminated on
consolidation

{b} Investments
Imvestments have been vailied at cost axcept where there has been & permanent ciminugion in valoe, i which case either the investment has Deen written
off or & provision for diminugon raged.

{c) Income tax
Tax-effect accounting proceduras are followed, wherely the incame tax expense {banafit) for the year is matchad with the profit/ioss) from ordinary
activites adjlsted for any permanent differences.

IMeosme tax set aside on cumulative timing differences s brought to accownt as either a provisian for deferred income 1ax o a5 &1 asset described as fuiure
income tax benefits at the rate of income tax applicable to the period in which the labifity will Become payable or the henefit will be received.

The futlre tax benefit relating to (ax losses is not carfied forward as sn asset uniess the benefit can e regarced as being virtsally certain of realisation. The
futare incoma tax benefit relating to timing differences is not carried forward as an asset Unless realisation is assured beyond reasonable doubt.

{d} Plant & Eguiprent
Flant and equipment are brought to account at cost less any accumllated depreciation. The carrying amount of plant and equipment is reviewed annually
by directors 1o enswe it is not in excess of its recoverable amounl. Plant and equipment is depreciatad on & dimirishing value basis over the useful life 1o
the economic entity comemencing from the time each asset is held ready for use. The depreciation rates used range from 209 to 40%.

{e} Foreign Currency
Farsign currency transactions are inidally ranslated into Australiai currency at the rate of exchange at the date of the transaction. AL balance date,
amouris payabie and receivabie i foreigrn cumencies are wanslated to Australian currenty at rates at that date. Resulting exchange differences are
brought to account in the Statemernt of Financial Performance for the year

{fi Empiloyee Entitlements
Frovision i made for the Company's fiability for employee entitlerments for aimual iave and long service leave arising from services renderad by
empioyees to batance date. The Hability for long service leave & measured in accordance with the refevant statutory seguirements andg s provided afier five
years senvice on the basis of carrent salary levess. Contributions made by the Comgpany to employee superaniuation funds are charged 1o the Statement.
of Financial Performance as expenses when incured.
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Inventories
lnwventories are measwred at the lower of cost and net realisable value. The cost of manufactured progucts includes direct materials which are assigned on
aweighied average cost basis.

Urnrealised Earnings

I 2007 the campany entered into a sransactian for the transfer of certain Inteflectuel Property. The consideration received was primagly mventory
realisatle in the ordinary course of business. Unrealised Earnings remaining as a result of this transaction at 31 December, 2002 was writter: off against
the value of the inventary at tat date.

Deferred income
Deferred income disclosed iy Note 12 represenss amounts received from customers in advance of the company's obligation Lo paovide the contracted
services. [come from these transactions is deferred and only recognised as and when the relevant services are provided.

Cash

For the purpose of the Statements of Cash Flows, cash includes:

) Cash on hand and at cail deposits with banks or financiat institutions, and
i) Investments ity short term money market instraments.

Revenue Recogrition
Hevenue from the sale of goods and services is recognised Lpon detivery of goods of performance Of services (0 cUstomars, INterest revene is
recognised when the entitlement 1o receive interest is indefeasitie.

Financial Instrurnents

The Economic Entty has fnancial instraments in the form of cash on short tern deposit; trade debtors which are receivable within the ordinary course
of business and trade creditors which are payable in the ordinary course of business, The net fair value or credit fisk exposure of these financiat
instrurments is deemed 19 materially equate (o the carrying value shown in the financial statements.

feases
Lease payrnents for operating ieases, where substantialiy ail the risks and benefits remain with the company, are charged &5 expenses in e periods in
which they are incurred.

Goods and Services Tax (GST)

Hevernde, expenses, assets and liahitiges are recognised net of the amount of GST, axcept where the amount of G5T is not recoverabile from the
Australian Taxation Office. in these cireumstances the GST s recognised a5 part of the asset o expense cost. Receivables and Payables are shown in the
Staterment of Financial Posidion as inciusive of G5T.

Technotogy Cost Capitalised
Deferred technology costs i respect of pracucts developed by a cantrolled entity have been capitatised and wifl De written off over & three year seriod
COMMEencing i the 2005 year.




Motes to the Accounts

2 PROFIT FROM ORDINARY ACTIVITIES

Profit from ordinary activities before income tax is arrived at after taking #1o account:

Enonomic Entity Paresit £rtity
2003 2002 2003 2002
(2}  Revenue $ % $ L
Operating Activities
Equipment and Software Sales 2,065,567 2425798 2,055,567 2,425,288
Wiratess Installations and Sales 125,347 126,575 125,347 126,575
Business Services 630,175 1.487%,391 B30,175 1,487,391
New Techinology Development 1.478.573 31.477 - 31477
Irterest 2.682 7.067 2,882 1.087
Oty 514 5.467 514 5467
4.2593.052 4.083.275 2,814,479 4,083.275
Non-Operating Activitias
Managemernt Fees - - 60G, 306 -
Proceads on disposat of plant & equipment 1.568 58 1,568 59
Write back in provision for unsecurad loan 112,057 88,364 112,057 88,364
Write back in provision for controlied entity joan - - 111,584 -
Proceads on sales of shares 166,594 - - -
280,219 86,423 825,625 88.423
Total Revenue 4573271 4.171.69% 3,640,004 4,171,698
(b} Costof Sales
Opening lrvertories as referred in Note 5 1.153,208 35731148 1.153,208 3,573,118
- Eguipreent and Software Sales 694.210 630,146 694,210 630,146
- Wirelass installations and Sales 48,893 21,942 48,803 21,042
- Buginess Services 265931 171,387 265,931 171,387
- Newy Technoiogy Development 1,020,872 8556 - 8,556
3,183,114 4,405,146 2.162,242 4,405,146
Closing Inventories {1.617.504) (2.624.333 1,617,504} (2,824 333)
1.565.520 1.580.813 544 648 1.580.813
(£} Depraciation and Amortisation Expense
Depreciation of plant & eguipment 48,919 69,724 48,919 69,724
Amortisation of Goodwill - 30.000 - 30,000
Amortisation of Intellectuat Property - 412,000 - 412.000
48919 511,724 48,919 511.724
(8} Borowing Costs
Irterest & Bank Charges paid 35,289 7,640 35,269 1,640
(ey  Other Expenses from ordinary activities
Operating Activities
Administration 501,405 743,488 501,405 743,488
Corporate f Finance 162,672 122.640 162,612 122,640
Marketing / Sales 431,189 612.252 431,185 612,252
Sydrey office 191,276 359,425 191,276 355,425
Business Services 241,520 429,611 241,520 428,611
Production Services 131,554 200,720 131,854 200,720
New Technology Developmest 524,280 554,214 585,257 564,214
Other 116,385 100,583 116,385 160,583
Rertal expense ot operating leases
- MminirLm ease payments 8137 813137 8137 8,137
2.308.758 3.131.080 2,368,735 3,131.080
Norr-Operatiric activities
Cost of share investment sold 55.000 - - -
Whrite off in value of intangibles - 1.363,500 - 1,363,500
Carrving amount of plant & equiprment disposed 2124 1,232 2124 1,232
Write dowr in value of investmernts - 111.594 - -
Provision for Non Recovery of controlled entity loan - - 364,559 111,584
Badl and Doubtful Debts - Trade Deltors 540,681 - 540,581 -
586,105 1.476.326 907,664 1,476,326
Total Other Expenses 2,906,863 4,607,406 3277399 4,607 406

Profit (Loss) from ordinary activities hefore income tax 16,670 (2.535,885) {266,261} (2.535,885)




3 NOTES TO THE STATEMENTS OF CASH FLOWS

fiy Reconciliation of net cash from/{used} in operating activities to profit/ffloss) after incorme tax

Eranomic Entity Farent Emity
2003 2002 2003 2002
5 B 5 $
Operating profit / (foss) after tax 16,670 {2,535,885) {266.26M) (2,535,885}
Depreciation 48,919 69,724 48,919 69,724
Amortisation . 442,000 - 442,000
Increase / {decrease) in employes entitiements 78,727 5,280 78,727 5,280
Incresse [ {decrease) in creditors 470,116 (354,855} 470116 {354 956}
(Increasa) / decrease in debitors (G37.192) 707,691 {937,192 707,691
(Increase} f decrease in prapayments (106,226) 77.740 {106,226 77,740
{Increase} / decrease in invertory [(464,386) 748,782 {464,386) 748,762
(Increase} / decrease in OUer assets (343,000 49,945 (43,000) 43,945
Increase / {decrease) in deferred revenue 27,062 {1,430.357) 27.062 (1,430,357
Incresse / {decrease) in wnsecured foan 88,363 . 88.363 .
Increase / {decrease} in provision for unsecurad foan {(112,057) (195.040) {112,057 {195,040}
(Increase} [ decrease in ioan to cortrofied entities . {381.628) .
{Increase} / decrease in provision for diminution in vaiue
of refated company - - {111,584 111.594
{Increase} / decrease in provision for non recovery
of controfied entity loan - - 364,559 -
Writeoff Intangibles - 1,363,500 . 1,363,500
Loss/AProfit) on sale of Non Current Assets 556 1,146 556 1,146
Frovision for diminution in investments - 111,584 - -
(Prowvision) / Writeback for diminugion in investments (111,594} . . .
Net cash fromi{used in) operating activities {1.344.048) (938,835} {1,344 .048) {938,835}
fiit Non cash financing and investing activities
Thers weye 110 non cash financing and investing activities undertaken by the Economic or Parent. Entity during the year.
{iily Credit Standby Arrangerments
Nor credit stand by arrangerments existed either during the year or at the end of the financial year,
4 INCOME TAX EXPENSE
The prima facle tax benefit on the operating loss is reconcited to the income tax expense provided in the accounts as folows:
Operating foss before income tax 16,670 {2,535.885) {?66.26M) (2,535,885}
Primna facie income tax benefit on the operating
foss at 3096 (2002: 309} 5.001 (760.765) {79.878) {760,765}
Less Tax effect of permanent & timing differences (67.106) (53.335) 6,483 {53,335}
Future incorne tax benefit not brought
1O &CCOUnt 56,105 759,827 73,395 755,827
Add:Reduction in Future Tax Benefit due to

change in ineome tax rates - 54,273 - 54,273
income Lax charged to Staternents of - - : -
Financial Performance

in accordance with transitionat provisions, the econormic entity is not subject 1o the Tax Consolidation regime ungdl 2004. Once the
company and its wholly owned Australian subsidiaries have formed an income tax consolidated grodp in 2004, the benefits associaied
with income tax losses of the econormnic entity of approximately 54,252,154, resuiting from current and prior year operations, would
be avaiiable,
Potential future income tax benefits attribtitable to tax losses carrted forward and gming differences as at 31 December 2003 have not
been rought to account as &t asset by the group companies. The future income tax benefit, which has not been recognised as an
asset, will only be obtained if:
i The group companies derive fuiure assessable income of a nature and an amount sufficient to enable the henefit to be reatised;

. {li} The group companies continue to comply with the conditions for deductibility imposed by tax legisiation;

*. i) No changes in tax legistation acversety affect the group companies in realising the benefit,




Motes to the Accounts

5

INVENTORIES

Rawv materials
Work In Progress
Finished Goods

Less : Writedown as referred in Note T{h)

RECEIVABLES

Current
Trade debtors
Less : Provision for doubtful debts

Other debtors and prepayrments

Loans to controfled entities

Less : Provision for non-recovery
Linsecured Loan

Less : Prowisions for non-fecovery

Non-Current

Rerntal security deposits

Loans to controfled entities

Less : Provision for non-recovery
Unsecured Loan

Less : Provision for non-recovery

OTHER FINANCIAL ASSETS
Current
Ciuoted on a prescribed stock exchange

Markat value of shares at balance date
Shares on a prescribed stock exchange

Non-Current
Shares in Controlled Entities - Unguoted

Eronenic Entity

Paraint £ritity

2063 2002 2003 2002
i i & $
701,470 228,579 701,470 228,579
32.555 4,750 32,555 4,750
863,569 2,591,004 883,560 2,591,004
1.617.504 2,824,333 1,617,584 2,824,333
- (1,671,125 - (1.671,125)
1.617.504 1,153,208 1.617.5584 1,153.208
1,272,697 335,505 1,272,697 335,505
{20047 {20,047 (20,047 {20,047}
1,252,650 315,457 1,252,650 315,457
157.585 51,360 157,585 51,360
381,878
- - {364.559) -
23.693 88,363 23,653 88,363
- {88,363} - {85,363}
1,433,928 366,817 1.451.247 366.817
43,000 43,000 -
- - 2,184,175
- (2,129,175}
23,693 23,693
- {23.693) : {23,693}
43,000 - 43,000 55,000
55.000
55.000
& 6




/8 PLANT & EQUIPMENT
Office Furniture & Equipment - at cost
Less: Accurnulated Depreciation

Motor Vehicles - at cost
Loss: Accurnulated Depreciation

Cornputer & Test Equiprnent - at cost
Loss @ Accurrulated Depreciation

Total Plant & Equipment.

{a) Movements in Carrying Amounts

Eoonomic Entity Barant £ntity
2003 2002 2003 2002
$ $ $ $
893,804 87,009 93,804 87,009
(62.861) {51.321} {62,861} {51.321}
36,943 35.687 30,943 35,687
21,867 21,867 21,867 21,867
{13,341} {10.866) {13,341} {10.866}
B.526 11,001 8,526 11.004
261,018 257,455 261,018 257,455
{191.761) (161.356) {151,761} (161.356)
69,257 96,0098 65,257 96,098
108726 142,786 108,726 142,786

Movernent in the carrying amounts for each class of plant & equipment between the beginning and the end of the current

financial year.

feonamic & Parert Entity

Balance at the heginning of the year
Additions

Disposals

Cepreciation Expense

Carrying arnoutt at end of year

9 OTHER ASSETS

MNon-Current

Technology costs capitalised refer note? {o)).

10 PAYABLES
Current
Bank Overdraft
Creditors & aceruals
Unsecured Loans

11 PROVISIONS
Currant
Provision for ernployes benefits

12 DEFERRED REVENUE
Current
Defarred Income

Office furmiture Mator Comptliter &

& Eguipement Yehiclas fest Equiprnert Total

35,687 11.0M 96,098 142,786

6,795 - 10,188 16,983

. ; {2,125} {2,125}

(11,5400 {2.475} {34,904} {48.919)

30,943 8526 65 257 108,726
300,000

' 28,970 ' 28,970

1,184,945 714,829 1,184,045 714,829

1.033,000 £60.000 1,033,000 60,060

2217945 803,799 2217045 803,799

153,673 74,952 153,673 74,952

178,047 150,985 178,047 150,885

Transactions involving the deferral of revenue are referred toin Note 1 §).




Notes to the Accoun

13 CONTRIBUTED EQUITY

{d}

Lo Eratity Pargint £ritity
2003 2002 2003 2002
% % % %
Issuied and paid up capital:
Ordinary fully paid shares 13,531,137 F0042, 745 103,531,137 10,042,745
Movermnents i1 issued and paid up ordinary share capital of the
cormpany during the past bwo years were as follows:
Mote No. of |ssLe %
shares Price
{ceris)
019102 Opening Balancs 126,248,508 33,753,763
24.04.02  lssue of shares [a} 9,111,088 2.25 204,999
03.05.02  Issue of shares [a} 1,977 777 2.25 44 506
30.05.02  Share Capital Offset against Accurnulated Losses bl . {24,371,388)
19.06.02 Issue of shares {al 18,261,111 2.25 410,875
19.03.03  lssue of shares {a] le} 1,000,000 2.00 20,000
250803  Issue of shares [c] 22222227 2.25 50,000
10,562,749
Less: Transaction costs arising on share issues {31.612}
Balance - 31 December, 2003 178,820,706 10,537,137

Adiotments under pr'i\fate piacerrzen‘t arrangerments

Share Capital Offset:

I accordance with a 2002 Annuad General Mesting resolution, losses accumuiated through mining operations previousty
conducted by the company amaounting to $24,371,388 have been offset against the value of Issued Capitaf to more
properly reflect the valte of members interests in the ongoing operations of the company.

Afotment under prospectus dated 2 Septernber, 2003

OPTIONS OVER [S5UED CAPITAL

{ij 10,000,000 Options were issued as part of the consideration for the telecommunication assets purchased during the
1998 year at an exercise price of $0.40 per share with an expiry date of 30 ure 2004, The principal Terrs and
Conditions of these Options can be summarised as:
not being exercisable until the audited profit of the Company before tax exceeds $10 million for the period
following the re-gquotation of the company's shares.
not conferring inherent right 1o participate in any subsequent share issue unti exercised,

{if) 1,500,000 Options were issued to Non Executive Directors in 1999, These options are exercisable at a price of $0.40
par share, with an expiry date of 30 June 2004,

{iff) 3,472,000 Options issued in 2007 to key employees with an expiry date of 30 june 2006 on the Terms and Conditions
set out in the Company's Share Option incentive Plan
These options are exercisable in various tranches at $0.05 per share.

{iv} 10,000,000 Options issued in 2002 in four tranches to Managing Director, Mrlan May, with exercise prices at $0.05 and
$0.08, expiring between 31 December 2006 and 31 December 2009

{w} 2,200,000 Options issued in 2003 to key employeas with an expiry date of 30 june 2008 on the Terms and Conditions set
out in the Company's Share Option Incentive Plan, These options are exercisable in various tranches at $0.02 per share,

Restricted Secusities During the year 1,000,000 Ordinary shares were issued subject to Restriction Agreements purstant to
Sectiorn 707 of the Corporations Act restricting transfer for bwelve rmonths from date of issue.
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ACCUMULATED LOSSES

Accurmulated Eosses at the beginning of the

financial year

Offset against issued capital {refer Note 13)

Current Year Loss {Profi)

FINANCIAL INSTRUMENTS

Interest rate risk exposura

Ecomomic Entity

Parant Ertity

The econormic entity’s exposures (O interest rate risk and the effective weighted average interest rate for classes of

financial assets and financial §abilities are set GuE helow:

2003

Financial asset

Cash Assets

Receivables

TOTAL

Weighted average interest rate

Financial tiabiiity

Payables

TOTAL

Weighted average interest rate

2002

Financial asset

Cash Assets

Receivablas

{ther Financial Assets

TOTAL

Weighted average interest rate

Financial tiability

Payables

TOTAL

Weighted average interest rate

2003 2002 2003 2002
$ % $ $
9,354,668 31,1801 9,354.668 31190177
{24,371.388) {24,371.388)
9,354,668 6,818,783 9,354,668 6,818,783
{16.670) 2,535 885 266,261 2,535,865
9,337,998 0.354.668 9,620.929 §.354.668
Floating Fixed Interest Nor-interest TGIAL
Irterest maturing Ty bearing
239,086 - 500 238,556
- 1,410,486 1,410,486
239,056 1,410.986 1.650.042
2.70% M il
2,217,945 2,217,945
- 2,217.945 2.217.945
Nif kil Nil
2 500 502
366.817 366,817
- 55,000 55,000
2 - 422,317 422,319
Nil kil il
28,967 774,829 803.796
28,967 - 774.829 803.798
13.6% kil Nil




ss v the Accounts

16 COMMITMENTS AND CONTINGENT LIABILITIES

The cormmitments set out below represent the greater of anticipated outlays versus minimum expenditure Corrmitmernts on

operating leases currently held in respect of the parent entity.

Eoonarnic Entity

Parant Entity

2003 2002 2003 2002
$ $ $ $
Expenditure commitments - Operating laases
Commitrnents for minimum lease payments in refation to
nor-cancellabte operating leases are payable as follows:
Not later than one year 99117 25,611 98,117 25,611
Later than one year but not later than 2 years 83,600 5,967 83.600 5,867
Later than two years but not later than 5 years 195,066 - 195,066 -
377,783 31,578 377.783 31.578

Superannuation commitments

The comparny makes supsrannuation contribtions to prescribed superannuation funds on behalf of employees and execttive
directors, as required by the Superannuation Guaranies legislation (currently 9%6). The principal types of benefit are death,

permanent disability and superannuation benefits upon retirernent.

Exacutive Agreements

Tie maximurn armoLnt of contingert liability in respect of an ermployee service agreement is $370,000.
There are no other contingent liabilities for termination benefits with any directors or persons who participate in the

rmanagernent of the company or its controlied entities.




17 REMUNERATION OF IYRECTORS AND EXECUTIVE OFFICERS

(a)

d)

Leondrnic Ertity

Parant Ertity

2003 2002 2003 2002
$ B B 2
Directors remuneration
tncorne paid or pavable to alf directors of each
entity in the econormic antity by the entities of
which they are directors and any related parties 446,560 547,861 446,560 547,861
Number of parent entity directors whose inceme from the parent
entity and any related parties was within the: following bands :
Mo, No
$ 0 $ 9,095 4 4
$100,000 - $109,999 . 1
$190,000 - $119,999 . 1
$140,000 - $149,999 1 .
$250,000 - $259,999 1 -
$300.000 $309,999 . 1

The names of the parent entity directors who have held office dusing the year are:
Andrew L. Martin

Edwin |, Stoyie {Resigned 28 May, 2003)

Ur Maurice M. Venning

fars B. May

Christopher | Eade

Anthony P Bigum (Appointed 17 June, 2003)

Executives remuneration
Remuneration of executives of the econormic entity of the parent entity who received remuneration of $100.000 or more
frorn the econornic, parent of related entities.

Aguregate remunesation 530,887 797,466 530,867 797,466
Arrout paid by the parent company in the following band:-

Mo, No.
$80,000 - §B9,999 1 -
$90,000 - $99.999 2 -
$190,000 - $119,999 1 1
$120000 - $129,999 - 1
$130,000 $139,999 1 3
$160,000 $169,999 - 1

Retirement Banefits

No amount of prescribed benefits have been provided by the

Parent Ertity or the Econornic Ertity to a director or a prescribed superammuation fund in connection with retirernent
frorn a prescribed office.

Directors Share Interests
As at the reporting date, Directors and directorrefated entities hold, directly or indirectly or benaficially the following
interests i e Parent
Entity

Ordinary Shares
Cptiorns

38,197.848
17,166,667

42,415,847
11.500.000
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SEGMENT REPORTING

During the year the economic entity operated solely in the telecommuunications sector within Australia.

2003 2002
Revenue Segrment Sagment Revenue Segment Segment
Resuit Assets Result Assets
Telecommunications:-
Australia 4,516,703 16.670 3,742,805 4.171.659 {2,535.885) 1.717.817

RELATED PARTY TRANSACTIONS

Transactions with companies o firms in which directors of the company have an interest. All 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 17.

There were no refated party transactions during the reporting period ending 31 Decermber, 2003,

2003 2002
Director Director Related Entity Details i $
L J Delacretaz {a) Copper Systerns Pty Ltd Administrative services - 1,056
J G McCormack {b) McCormack & Partners Accounting services . 44,537
C FEade {o) Strategic Project Marketing Private placerment fees - 20.830

{a} Resigned as Director 27 May, 2002, Resigned as employes 31 October, 2002.
{b) Resigned as Director 30 April, 2002
{c} Appointed as Director 21 June, 2002,
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CONTROLLED ENTITIES

ncorporated
Investments in Lquioted corporations
being controlled entities:

Pacare (PNG) Limited Papua New Guines

StratoSonde Pty Ltd Australia
Bearn Cornrnunications Pty Ltd Aistralia

Contributions to profit/(loss)

Dusing the year, members of the economic entity contributed to operating profit/floss) before tax as follows:

Share chass
5

Ordlirary
Ordfirary
Ordinary

Haotding
B

100%
100%
100%

2003 2002
$ $
Tete-IP Limited {266,261} {2,535,885)
Pacare (PNG) Limited 111,594 (111,594}
StratoSonde Pty Ltd (364 553} .
Bearn Comrrirications Py Lid 282, 931 -
Adjustrnentsieliminations 252,965 111.5584
16670 (2,535,885
Business irterests outside Australia
Pacare (PNG) Limited Papua New Guinea
EARNINGS PER SHARE
2003 2002
cents cents
Basic earnings per share 0.0 {1.76}
Diluted earnings per share 0.07 {1.76}
Weighied average number of shares used in
the caleufation of Basic Earnings Per Share 162.354.039 143,711,505
Cilutive Earnings Per Share:
Al Potential Ordinary shares disclosed in
Note 13 are dilutive,
REMUNERATION OF AUDITORS
Enonomic Entity Parant Ertity
2003 2002 2003 2002
B B B B
Remuneration of the Auditor of the Economic and Parent
Entities for:
-auditing or reviewing the financial report 19.045 19,635 19.045 19.635
-share registry services 13,680 12,968 13,680 12,968
32,725 32,603 32,725 32,603
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irectors’ aration

o

The directors of te comparny declare that:

1. the financial statements and notes as set out in pages
11 to 25 are in accordance with the Corporations Act 2007

fa) comply with Accounting Standards and the
Corporations Reguiations 2007, and

{b) give a true and fair view of the financial position as at
31 December 2003 and of the performance Tor the year
ended on that date of the company and economic entity;

2. in the directors’ opinion, there are reasonabile grounds
to believe that the company will be able to pay s debts as
and when they become due and payable.

This declaration is made in accordance with a resolution of
the Board of Directors dated 25th February 2004,

(Y

ANDREW MARTIN
fmmediate Past-Chairman
Director




Auditor's Report

TELE-IP LINAITED

Scope

The financial report and directors” responsibifity

The financiad report comprises the staternemts of financial
position, staterments of financiad performance, statements of cash
flowws, accomparying notes 1o the financial statements, and the
Directors’ declaration for both Tele-IP Limited {the company) and
Econornic Entity (the consolidated entity) for the year ended 31
Decernber 2003, The consolidated entity comprises both the
company and the etities it controlfed during that year.

The Directors of the company are responsible for the preparation
and true and fair presentation of the financial report in
accordance with the Corporations Act 2001, This includes
responsibiity Tor the maintenance of adeguate accouriing
records and internal controls that are designed to prevent and
detect fraud and error, and for the accounting policies and
accoLnting estirnates inherent in the financial report.

Audit approach

We conducted an independent audit i order to express an
opinion Lo the members of the company. Our audit was
contducted in accordance with Australian Auditing Standards in
order to provide reasonable assurance as to whether the firnancial
report is free of material misstatemeant. The nature of an audit is
infiuencad by factors such as the use of professional Lidgerment,
sefective testing, the inherent mitations of internal control, and
the availability of parsuasive rather than conclusive evidence.
Therefore, an audit cannot guaramniee that alf material
misstaternents have been detected,

We performed procedures to assess whether in all material
respects the financial report presents fairly, in accordance with
the Corporations Act 2007, including compliance with
Accountng Standards and other mandatory financial reporting
requiremerts in Australia, a view which is consistent with our
understanding of the company’s and the consolidated entity’s
firancial position, and of their performance as represented by the
results of their operations and cash fows.

We formed oir audit opirtion on the basis of these procedures,
witich included:

» examifing, ot a test basis, information to provide evidence
supporting the armounts and disclosures i the financial
report, and

»  assessig the appropriateness of the accounting policies and
disclosures usedt and the reasonableness of significant
accoLgring estimates made by the Directors.

While we considered the effectiveness of management’s internal
controls over financiat reporting whert detenmining the nature
and extent of our procaedures, our audit was not designed to
provide assurance on internal controls,

Independence

i conducting our audit, we followed applicable independence
requirermats of Australian professional ethical pronouncements
and the Corporations Act 2001,

Audit opirior
it our opitton, the financial report of Tele-dP Limited is in
accordance with:

{a} the Corporations Act 2001, including:

(i} giving a true and fair view of the company's and consolidated
erttity’s financial position as at 31 December 2003 and of
their performance for the year ended on that date; and

{il) complying with Accounting Standards in Australia and the
Corporations Regufations 2001, and

{by other mandatory financial reporting requirements in Australia,

PITCHER PARTNERS
Chartered Accountanis

R T Brow
Partner

Brishane 25 February 2004
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TOP 20 HOLDERS OF QUOTED LQUITY SECURITIES

Murnber S of Chass
Kiltarney Properties Pey Lid 35,446,658 19.82
Electro Magnetic Measurements Pry Lid 30,370,265 16.98
ES! Pry Ltd (Stoyle Family Trust) 5,547,743 310
Valutech Pry Ltd 2,547,031 142
Bioter ternational Pty Ltd (Bigum Super Fund} 2,126,000 118
Dr Keith Derrick Day & Mr Nicholas johry Day - 1,955,750 1.09
Mrs Elizabeth Meehan 1.600.000 1.00
Christopher Johin Eade 1.754,552 0.98
CTS funds Py Ltd 1,365,000 0.76
National Nominees Lirnited 1.317.274 0.73
Middencorp Electric Co Pty Ltd 1.310.877 0.73
M Min Chuan W 1,275,459 0.7
Mr John Franciszek Chodorowski 1.007.476 0.56
Bioter nternational Py Ltd 1.000.000 0.55
DMW Pty Led 1.000.000 0.55
Victron Pty Lud S11.411 0.50
Peter Sok Yorig Les 850,556 0.47
Bell-Allen Holdings Pty Lid 840,000 0.46
Trust Compary Superannuation 800,000 0.44
Sewvices Lich, (Michael | Curren)
Hooper Badlie Industries Pty Ltd 780,880 0.43
Top pwenty total: 94.006.672 525
Total issued: 178,820,706
SUBSTANTIAL SHAREHOLDERS Blurrer S of Casy
Killarey Properties Py Lud 35,446,658 19.82
Electro Magnetic Measurements Pry Ltd 30,370,285 16.98
ES! Pry Lt (Stoyle Family Trust) 5,547,743 310
Valutech Pry Ltd 2,547,031 1.42
DIRECTORS INTERESTS Shisres Cpticns
AL Martin 30,370,265 6.666.667
Dr M.’ Vernning 2,547,031 500.000
A Bigum 3,426,000 -
L.D. May 100000 10.000.000
C.). Eade 1,754,552 .
DISTRIBUTION OF SHARES
Size OF Holdings  Mearvbser of Holders P ML of SEares %
1-1,000 382 15.40 202.836 011
1,001 - 5,000 701 28.24 2,032,813 113
5,001 - 10.000 427 17.20 3,579,605 200
10,001 - 100,000 7 31.06 31,046,920 1737
F00.007 and over 207 8.10 141,858,532 7938

2,482 100.00 178,820,706 10060

RESTRICTED ORDINARY SHARES * Mursibze of Stares
Issued 19 March 2003 1,000,000
Total Quoted 178,820,706

UNOQUOTED OPTIONS

Agrdrevy Martin and lan May, Directors of the
cormpany, hotd indirectly or directly 6,666,667 and
10,000,000 options respectively, in total
representing 62.36% of the total number of
26,728,000 options on issue to 17 holders.

VOTING RIGHTS

There are 178,820,706 ordinary fuilly paid shares
held by 2,482 members and these are the only class
of share currently issued. The Compary's
Constitution provides that every mernber present in
person, by proxy by corporate fepresentative or by
appointed attorney shall on the show of hands have
one vote. I a poll, the vote is determined pro-rata
te the arnount paid up, if shares are paid up to
different amounts,

* Conditions of Restriction

Subfect to Restriction Agreerments pursuant to Section
Y07 of Corporations Act which restrict transfer for a
perind of 12 months from date of ssue

HOLDERS OF LESS THAN A MARKETABLE PARCEL OF QUOTED ORDINARY SHARES
b of Hokders % of Tozal Hokders Mearmiber of Shages %6 of Totat Cuotad shares

1.516 61.07 5877797 328
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