30 September 2005

The Manager
Company Announcements Office
Australian Stock Exchange

Dear Sir/Madam,

We enclose the Annual Report for Tele-IP Ltd consolidated group including
the Directors’ Report, Audior's Independence Declaration, Financial
Statements and Notes, Directors’ Declaration, Auditor's Report and ASX
listing requirements for the six month pericd ended 30 June 2005 in
accordance with the Corporations Act 2001 and ASX Listing Rules.
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Ian May
Managing Director
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BIRECTORS REPORY

Your directors present their report on the company and its
controlied entities. The Company changed its financial year
from a 31 December fo a 30 June balance date. Accordingly
information in this report and the accompanying financial
statements represent operafions for the six month period ended
30 June 2005.

Birgciars

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

Dr Colin Adam - Nen Executive Chairman
B.Met Eng (Hons), PhD, FIE Aust, FTSE

Age 81

Dr Adam was elected to the Board of Direclors of Tele-IP Lid in
February 2004 and accepled the role for of non-execufive
Chairman, taking over that position from Andrew Marfin.

Colin refired from CSIRO in 2001, having acted as Chief
execulive for 12 months, responsible for the Organisation’s
academic and business performance and relationships with the
govemment. Colin is a founding member of Principals Funds
Management Pty Lid, who provides Board and execufive
management skills, and private equity capitsl, fo emerging
growth companies.

in the USA, Colin hefd numeroUs senior executive posibions
within the agerospace industry, including roles at Allied
Corporation as the Director of the Metals and Ceramics
Laboratory, Comorate Technology, and prior to that, as
Program Manager in advanced alloy development at Pralt and
Whitney Aircraft,

Most recently, Colin has been instrumental in the development
and growth of Australian technology companies including his
role as a Director of Memiec, a local company sold to US Filter
for US$450 million and as the Chairman of the Praston Grolp,
a local aerospace soffware company sold to Boeing. He was a
founding director of Melbourne IT, which became a public
company in 1999

He serves as a Board Member for a number of high fechnology
companies, including Ceramic Fuel Cells Lid and Universal
Biosensors Pty Ltd. He also holds non-executive Board
positions with the Strategic Industies Research Foundation
and the Overseas Councll Dr Adam is also the current
Chairman of the Victoria Centre for Advanced Materials and
Manufacturing.

lan May - Managing Director
AMP — University of Hawalii
Age 57

tan has been employed in the T and Communications
industries for over 30 years, commeancing in technical
roles through business analysis and consulting, sales
and sales management and then senving as a senior
manager for a number of major companies in those
industries.

Previcusly, lan held the posiion of Director of the
Business division of Oplus Communicafions, Optus'
largest division hasad on revenue, and was responsible
for all operational areas including strategy, marketing,
sales, distribution, channel management, telemarketing
and customer service.

Prior to that position, lan was General Manager of
Amdahl Australia, the large US based IBM-compatible
computer manufacturer. He guided Amdahl through a
most successhd period in taking a significant market
share here in Australia.

fan s particularly focused on strafegic planning,
development of staff skills and performance measures,
creating short and long-term markefing programs, and
accountability throughout the entire organisation for
effective business management and profitability.

Andrew Martin — Executive Director and Chief
Technical Officer
B.EEng FIE Aust

Age 59

Andrew was the founder of Marfin Communications Pty
Ltd whose research is embodied in the intellectual
property and patenfs that are the basis of the
company's  felecommunications and  nelwork
management solutions business.

Andrew worked with Telstra Research Laboratories and
esfablished Martin Communications Ply Lid i 1986
Andrew is a regular contributor lo conferences in
Australia and overseas and has published a number of
technical papers.

Andrew has received formal recognition and acclaim as
follows:

A Clunies Ross National Science and Technology
Award in 1999.

The Victoda Prize for the Outstanding Engineer or
Scientistin 1998

The Institute of Engineers Australia, Victorian Division
Engineering Excellence Award in 1897



Br Maurice Venning - Non Executive Director
B.Sc {Hons), B.Eg, PhD

Age 85

Dr Yenning is a well-respected consulfant providing advice to
companies, fnanciers and other organisations on fechnology
opporiunifies and technology markets. Maurice has over
25 years experience as a general manager of large companies,
consulting for government bodies and corporations, leadership
of development teams fo produce innovative products and
evaluation of technical and commercial opporfunities.

Christopher John Eade - Non Executive Director
B.A, B.Business, C.F.P.

Age 34

Chris Eade is the Principal of a financid advisory firm
Australian Financial Services Lid. Chrig has exiensive financial
markets experience as a Chief Execulive Officer of a public
company, a direct equities adviser {Credit Suisse}, and has
held senior executive positions with several investment banking
organisations  specialising in  investment review, project
development and capifal raising.

Anthony Peter Bigum — Non Executive Director
Age 56

Br Bigum is Chief Executive Officer of Thermo Electron Lid and
has 29 years experience relating to commercialisation within
the Medical tnvitro Diagnostic industry. Mr Bigum has extensive
experience & Board level and in the development of export
markets.

Mr Bigum's ofher positions include those of Chairman of the
Australian Diggnostic Manufacturers Associaion and the past
Vice Chairman of Long March ~ Trade Medical Sclsnce
Company in Shanghai, Director and Vice President of Trace
America Lid and Chairman of Trace International Lid Hong
Kang.

All directors above held office during the whole of the financial
period and up to the date of this report.

Birectorship of Other Listed Companies

Directorship of other listed companies held by Direclors in
the three years immediately hefore the end of the financial
perod are as follows:

Director Company Period of
Directorship

Dr Cofin Adam | Ceramic Fusl & July 1002
Cells Limited 22 August 2005
Melboume [T 17 September 1998-
Limited 7 May 2003

lan May NONE

Andrew Martin | NONE

Dr Maurice Ciclecom 23 November 2001

Yeninng Limited - 12 June 2005

Christopher NONE

Eade

Anthony Bigum | NONE

Company Secretary

The following person held the posiion of company
secretary af the end of the financial year,

Mr John Gordon MeCormack.

A Chartered Accountant John McCormack is a principal in
the corporale advisory firm McCormack and Pariners
Advisory and an audit partrer of the firm Cumimings Flavel
McComnack Assurance.  He gpeciglises in corporate
advisory and audit services and has exiensive experience
as an advisor fo medium sized companies with activifies in
Australia and Agia.  John MeCormack was appointed
company secretary on 20 September 1989,




PRINCIPAL ACTIVITIES

The principal activities of the company and its confrolled entities
during the six month period were:

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

Microwave radio link design, measurement systems
development and consulting.

Development and marketing of a range of satellite hased
communication systems.

Research and development of new fechnology fo measure
wind velocity pafterns and air turbulence.

No significant changes in the nature of the principal acfiviies
oeeurred during the period.

RESULTS AND REVIEW OF OPERATIONS

The Economic Enfity incurred a consolidated loss of $1,923,355 for
the six month period compared fo a loss of $1,541.924 for the 12
months ended 31 December 2004,

Revenue from ordinary activities for the period was $1,450 534 which
is a decrease of 58% on a Pro Rata basis from the revenue of
$6,907 592 for the 12 months ended 31 December 2004,

Revenue for the network services division was affected by a decision
to focus on high value opporfunities with a long lead time which did
not materialise i the period. Further expansion of the capacily and
capabiliies of the Network Services Division was deferred unfil the
group completed the acquisition of cormplimentary businesses from
Able Communications and PGS Communications so that the group
could take advantage of synergistic opportunities that will arise from
the mevger of these businesses.

Bearn Communications revenue was affected by delays in the supply
of new Fansceiver modules by Iridium which delayed Bifiment of
customer orders. New products have been developed and fested
during the six month period fo meet customer demands in specialised
areas, particularly accessories fo provide interfaces fo the new
iridium module, fransport asset fracking and encryption devices used
by Government ufifities.

Further development of remote and rural calling point solutions has
continued to position Beam fo provide an altemative communications
senvice fo remole areas of Ausiralia. The company is seeking a
Federd Government Grant fo fund s project and possible
participation by other inferested parkies.

The company's business of supply of felecommunications and
network infrastructure equipment and services will be substantially
enhanced foliowing completion of the acquisition of two businesses
with effect from July 2005,

The merged enfity wil provide integrated woice and data
communications nefwork products and services to government and
business enterprises  alke, from smal business fo  major
corporations.

Tele P will have an expanded and more substantial
capacity and presence in the convergence of
customer requirements for voice and data nefworks,
an area of technolegy and communications services
predicted by market analysts o enjoy a high growth
over the coming years. Tele 1P continues fo support
and service ifs large installed base of legacy
systems enabling customers o realise a return on
investment whilst taking the opportunity fo apply
new technologies fo the needs of husinesses foday.

The Directors believe i is appropriate fo focus on
the company's activiies in the communications
sector and subsequent 1o balance date has realized
s previously staled intention of divesting its
investments in StratoSonde technology.

DIVIDENDS PROPOSED OR RECOMMENDED

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

SIGNIFICANT CHANGES IN STATE OF AFFAIRS

Subsequent to 30 June 2005 the company
annolinced the completion of coniracts 1o acquire
two busihesses for a iolal comsideration of
$5,100,000 which is to be satisfied in part by the
issue of shares and the balance in cash. These
gequisitions are referred fo in Note 23 fo the
financial statements,

The company underiook a Rights 1ssue and raised
$4,750,000 of additional capital by 30 June 2005
and a further $1,723.606 by the date of this report
to fund the above scquisitions and fo provide
additional working capital. Detalls of this fund
raising 8 included in Notes 13 and 23 o the
financial statements.

Apart from the sbove acquisifions and capital
raising, and other matters covered elsewhere i this
report, or in the financial statements, there were no
significant changes in the state of affairs of the
Economic Entity during the financial period.

AFTER BALANCE DATE EVENTS

Apart from matters disclosed in Note 23 1o the
Accounts, no other matlers or circumstances have
arisen since the end of the financial period which
significantly affected, or may significantly affect, the
operafions of the economic enfity, the results of
those operafions, or the stafe of affairs of the
economic entily in subsequent financlal years,



ENVIRONMENTAL ISSUES

The economic entity’s operations are not requlated by any significant
environmental requlation under any Commonwesith, State or
Territory laws.

EFUTURE DEVELOPMENTS

The company will continue the development and commercialisation
of the telecommunication and network management systems, and
complete the acquisition of complimentary businesses,

OPTIONS

No opfions were granted over unissued shares during the financial
perod or since the end of the financial period to the dafe of tig
report.

No options were exercised during the financial period.

AH options o specified exacutives or officers have been issued in
accordance with the ferms and condifions of the parent company's
Share Option Incentive Plan,

At the dafe of this report, the unissued ordinary shares of Tele-IP
Limited under option are as follows:

. Number
Grant Date [éitg of EX;I:CIS& Under

pity rice Option
231001 30.06.06 $0.05 201,500
231001 30.06.06 $0.05 744 500
30.0502 31.12.06 $0.05 1,000,000
30.0502 31.12.07 $0.08 3,000,000
30.0502 31.12.08 $0.08 3,000 000
30.05.02 31.12.08 $0.08 3,000,000
18.03.03 30.06.08 $0.602 650,000
17.05.04 31.12.06 $0.02 1,280,000
§1.07.04 01.07.07 $0.04 BOG 000
19.08.04 31.12.06 $0.05 4,600 000
68.09.04 31.12.09 $0.06 2,000,000
68.09.04 31.12.10 $0.10 2,000,000
21,648,000

INDEMNIFICATION OF OFFICERS

The parent company is still in the process of negoligting directors
and officers liability insurance conbracts in respect of certain directors
and full time executive officers against all liabilities and expenses
arising as a result of work performed in their respective capacities fo
the extent permitted by law. No indemnity was effected in respect of
the auditors.

DIRECTORS’ INTERESTS

At the date of this report, the relevant inferests of
the directors in the securifies of the parent company
are detaled in Note 17.

DIRECTORS’ MEETINGS

Duwing the six month period the parent company
had 9 meefings of directors. The affendances of
the directors at meetlings of the Board and its
Committees were:

B_oard of Committees
Directors
= | TR = = E e T
Director j‘% % % Z% g % ““% g
£ g & Ead
Dr C M Adam 8 g 0 g
Mr1 D May 9 g 0 0
Mr A L Martin 9 g ¢ ¢
Dr MM g g 1 1
Yenning
Mr C J Eade 9 g
Wr A P Bigum 9 g 1 1

The Commitiees of the Board of Directors consist of
an Audit Commities,

BIRECTORS’ AND EXECUTIVE OFFICERS’
EMOLUMENTS

The company's policy for defermining the nature
and amount of remuneration of executive directors
and senior execulives of the company is govermned
by the Remuneraion Committee reporting fo the
Board.

The remuneration sfruclure seeks to emphasise
payments for resulls through various salary
package and reward schemes such as the
company’s Share Option tncentive Plan.

The objective of the company's remuneration
ptanning is o both reinforce the shorf and long term
goals of the economic enfity and fo provide a
comimon  interest  between management and
shareholders.




DIRECTORS’ AND EXECUTIVE OFFICERS’ EMOLUMENTS CONTINUED...

Details of Remuneration for the six month period ended 30 June 2003,

The remuneration for each director and each of the five execulive officers of the consolidated entity receiving the highest

remuneration during the period was as follows:

Primary Fost Employment

Salary, Superannu- Mon-

Fees & ation cash hator

Commi- Contrib- Cash  Benefits vehicle Suparannu-
Birectors ssions 1ttion Bonus  Options  Allowance aFtion Equity Other Total
Mr C M Adam {i} 25,040 - - 3,487 2B 487
Mr A L Marfin 80,000 5400 - 3,487 - - - 88,887
Mr i D May 45,600 8,550 20,000 - - - 123,550
Mr M M Venning (i) 7,500 - - - - - 7,500
Mr C J Eade {it 7,500 7,500
Mr A P Bigum {i} 7500 - - - - - - - 7,500

202 500 13,950 - $,974 20,000 - - - 243,424
Specified Execulives
Mr M Capocchi 11,000 5,130 - 8,004 - - - - 112,224
Mr M Risos 51,500 4,835 - 1211 8,600 - - - £3,346
Mr D Ambry 42 500 3,825 1,333 47 658
Mr C Harrison 52,500 4,725 - 5,207 §2,432
hr bt #McFhillips 22120 1,960 - 746 - - - - 24,856

268 620 20,305 - 14,591 5,000 - - - 310,518

it Af 31 December 2004 and 30 June 2005 Directors fees are accrued and unpaid.

OPTIONS ISSUED AS PART OF REMUNERATION FOR THE 81X MONTH PERIOD ENDED 38 JUNE 2005

No new opfions were granted as remuneration for the 6 month period ending 30 June 2005. Current year benefils relate 1o the
value of options previously issued brought to account pro-rata 1o service provided fo 30 June 2005,

NON-AUDIT SERVICES
The amounts paid to the auditor, Picher Pariners, for non-audit
services provided during the financial year by the auditor amounted
0 $29,109 as indicated in Nofe 22 to the Financial Statements.
The directors are safisfied tat the provision of non audit services
during the financial vear:
- Is compafible with the general standard of independence
for auditors imposed by the Corporations Act 2001, and
- did not compromise the auditor independence requirements
of the Act, because of the nafure of the activity and the
amount involved.

The above siatements are made in accordance with the advice
provided by the company's audit commities,

AUDITOR'S INDEPENDENCE DECLARATION
Section 307C of the Corporations Act 2001 requires
the company's audifors, Pilcher Partners, fo provide
the directors with a witlen Independence
Declaration in relation fo thelr audit of the Bhancial
report for the period ended 30 June 2005, The
Auditor's Independence Declaration is attached and
forms part of this Directors’ Report,

Signed in accordance with a resolution of the Board
of Directors dated 30 September 2005

V] /3%

Dr Colin Adam
Chairman



Prroser PARTNERS

AUDITOR'S INDEPENDENCE DECLARATION

To the Directiors of Tele-IP Limited

In relation to the independent audit for the period ended 30 Fune 2005, to the best of my knowledge and belief
there have been:

(i) No contraventions of the auditor independence requirements of the Corporations Act 2001,

(i) No contraventions of any applicable code of professional conduct.

PITCHER PARTNERS
W
W PRINGLE

Partner

Melbourne 5{3 September 2005



Gorperate Governance Statement

The Directors of Tele-IP Ltd are commitied fo
protecting and enhancing shareholder value and
conducting the company’s business ethically and in
accordance with the highest standards of corporate
govemance.

The Directors support the Principles of Good Corporate
Governance and Best Practice Recommendations
published by the Australian Stock Exchange {ASX)
Corporate Governance Coungil in March 2003, Whilst
we have, for some time, had corporate governance
poticies and practices that substantially comply with
those set out in the recommendations, we have
reviewed and updated our practices in the light of the
eouncil’s recommendations.

In ling with these recommendations and the
requirements of the ASX Listing Rule 4.10 and in the
spirit of good disclosure we now report on our
compliance with each ‘best practice’ recommendation.

The Role of the Board of Directors

The Tele-IP Board s responsible fo its shareholders for

the profection and enhancement of long term

sharehoider value.

To fulfil this role the Board is responsible for the overall

corporate governance of the Company including:

= seffing of objectives, goals and corporate direction;

= adopting and monitoring progress of a strafegic
plan;

= adopling an annual budget and constant monitoring
of Bnancial performance,

= ensuring adequate infemal financial, accounting and
managerial controls exist and are appropriately
monitored for compliance;

= developing, publishing, reviewing, implementing and
monitoring corporate governance poficy, the
committee systern, the company’s constitution,
codes of conduct, corporate management and
legislative compliance;

= ensuring significant business risks are identified and
appropriately managed;

= ensuring the Company maintaing, at all tmes, the
highest standard of business, financial and ethical
hehaviour;

= selecling and recommending new Directors,
including the Managing Director, to shareholders;

= selting compensation arangements for executive
Directors and executive management affer recetving
recommendations from the Audit and Remuneration
Commiftee;

= occupational health and safety issues and ensuring
an appropriate system of management is
implemented,

= reporiing to shareholders; and

= gpproving decisions concerning the capital of the
company, including capital restructures and
significant changes to major financing
arrangements.

The Role of Management

The Managing Director reports 1o the Board and is
responsible for fhe operation and administration of the
Company including the implementation of the
Company's strategies, plans, policies and control
programimes. He is supported by a management team
whose responsibilities are delineated by formal
authority delegations who meet regularly to co-ordinate
activities and fo review and monitor performance.

Board Processes

The board camies out its responsibilities according to

the following general panciples:

= the Board showld be made up of a majority of
Independent Directors;

= the Chairman of the Board should be an
independent Director;

= the roles of Chairman and Managing Director
should not be exercised by the same person;

= the Board should meet on a monthly basis;

= all available information in connection with items fo
be discussed at a meeting of the Board shall be
provided fo each Direclor prior to that meeting; and

= Directors are entitled to seek independent
professional advice.

To assist in the execution of its responsibilities the

Board has established an Audit Commiftee with a

formalised charter and operating principles. Activities

which may be conducted by separate commifiees in a

{arger company such as Direciors Nomination, Risk

Management and Remuneration are dealt with by the

full Board as a separate and specific agenda item in

accordance with the principles and policies set down in

the Company's corporate governance programme.



Appeintment of Directors

The Directors determine the size of the Board with
reference fo the Constitufion which provides that there
will be a minimum of 3 Directors and a maximum of 10
Direclors.

The Board considears that the selection and
appointment of Directors is such an important task that
it sholild be the responsibiity of the entire Board fo
consider the nominations process. The structure of the
Board is reviewed annually fo ensure the Board has an
appropriate mix of qualifications, skills and experience.
Where a vacancy exists or there is a need for particular
skills, the Board will determine the selection ¢riteria and
identify and appoint 4 suitable candidate. External
advisors may be used in this process. Direclors
appointed by the Board must stand for re-election at
the next meeting of shareholders.

There are no maximum ferms set for non-executive
director appointments. The Board does not agree with
the seffing of arbifrary limits on the fenure of non-
executive direcfors. Instead, the tenure of directors is
dependent on their ability fo meet established
performance criteria with performance being formally
reviewed on an annual basis. Non-executive direclors
are subject to re-election by rotation at least every
three years and refire by agreement at the annual
meefing following their 72nd birthday.

Directors Independence

At the date on which the Directors' report is made oul,
the Board consisted of four non-executive Directors,
each of whom are considered by the Board lo be
independent of management in terms of the ASX
Corporate Governance Council's definition of
independent Directors in that they do not have any
business interest or other relationship that could
materially interfere with the exercise of their judgment
and ability fo actin the best interests of the Company.

Board Performance Assessment

The Board has adopted a self-evaluation process to
reasure its own performance and the performance of
its Committees.

On an annual basis, the Chairman facilitates a
discussion and evaluation of the Board's performance.
This includes discussions about the Board's role,
processes, performance and other relevant issues.
Each director's performance is reviewed by the
Chairman and Board prior fo the director standing for
re-glection.

The process is conducted through the review and
analysis of responses fo a confidential questionnaire
completed on issues surmolinding meetings, work

programines, interaction with management and any
perceived strengths and weaknesses of the Board and
its commitiees.

Following a review of the content of the quesfionnaires
by the Chairman a summary of the overall results is
distributed fo and discussed by the Direclors.
Sigrificant issues identified or changes recommended
are aclioned in the Board's ongoing development
programine.
i the contribution of g non-executive director appears
to & majoriy of directors fo be less than adeguate or fo
be harmiul to the good working of the Board, they may
regUiest the Chairman to inform that director
accordingly and ask that person to consider his or her
posifion on the Board. i the director fakes no action in
response, a circulated minute signed by a majority of
directors will authorise the Company Secretary fo
inform the shareholders that the Board will not support
the re-election of the director at the general meeting
where they are next due fo offer themselves for re-
election.
Arrangements put in place by the Board fo monitor the
performance of the Group’s key executives include:
= regular monthly reporting submitied fo the Board
and attendance at all Board Meelings by the CEO &
CFQ;
= g review by the Board of the Group’s financial
performance and revised forecast resulfs on a
guarterly and annual basis at Board meetings at
which reports are presented by the key executives,
and
= an evaluation of the detailed presentations made by
the CEQ and his direct reports during business
planning / strategy meetings.

Retirement of Directors

One-third of the directors are regléred fo refire by
rotation af each Annual General Mesting (AGM). The
directors to refire at each AGM arg those who have
heen longest in office since their last election. Where
directors have served for equal periods, they may
agree amongst themselves or determine by fot who will
refire. A dirgctor must refire at the third AGM since last
elected or re-glected.

A director appointed as an additional or casual director
by the Board will hold office unfil the next AGM when
fhe direcior may be re-slected. This re-election will be
in addition fo any rotalional refirements.

The CEG (who is a director on the board) is not subject
to retirement by rotation and is not o be faken info
account in defermining the rotation of retirement of
dirsctors,



Chairman’s Appeintment and Responsibilities

The chairman is appointed by the board from the non-

executive directors. The chaimman:

= provides appropriate Jeadership fo the board and
the Company;

= ensures membership of the board is balanced and
appropriate for the Company's needs;

= facilitates board discussions fo ensure the core
issues facing the organisation are addressed;

= maintains g regular diglogue and mentor
relationship with the CEQ;

= monitors board performance; and

= guides and promotes the on-going effectiveness
and development of the board and individual
directors.

Conduct of Board Business

The Board normally holds monthly formal board
meetings each year and will also mest whenever
necessary 1o cany out its responsibilities. In the six
rnonths period to 30 June 2005, the hoard andlor Hs
commiftees met 10 imes.

YWhen conducting Board business, directors have 4
duty bo question, request information, raise any issue of
concem, and fully canvas all aspects of any issue
confronting the Company and vote on any resolution
acconding fo their own judgment.

Directors keep confidential board discussions,
deliberations and decisions that are not publicly known.

Conflicts of Interest

Directors are required fo continually monifor and

disclose any potenfiad conflicts of inferest that may

arise. Directors must:

= disclose to the Board any actual or potentig
conflicts of interest that may exist as soon as the
situation arises;

= lake necessary and reasonable steps fo resolve any
condlict of interest within an appropriate period, if
required by the Board or deemed appropriate by
that director; and

= comply with the Corporations Act reguirements
about disclosing interests and restrictions on voting.

Directors should discuss with the chairman any

proposed Board or executive appointments they are

eonsidering undertaking and advise the Company of

appointmants 1o other companies as soon as possible

after the appointment is made.

The same requirement exists for related parly

fransactions including financial fransactions with the

Company. Related parly transactions are reported in

writing fo the Company Secrefary and, where
appropriate, raised for consideration at the next board
meeling.

Access to Information

Directors are encouraged fo access members of the
senior management team at any time fo request
relevant information in accordance with protocols
adopted by the Board.

Where directors perceive an inregularity in a Company
related matter, they are entitled fo seek independent
advice at the Company's expense.

Directors must ensure that the costs are reasonable
and must inform the Chairman befors the advice is
sought. The advice must be made avallable o the rest
of the Board.

Independent Professional Advice

Each director has the right fo sesk independent fegal
and other professionat advice at the company's
expense concerning any aspect of the company's
operations or undertakings in order to fulfil their duties
and responsibilities as directors.

Code of Conduct

As part of the Board's commitment fo the highest
standard of personal and corporate behaviour, the
company adopts a code of conduct o guide
executives, management and employees in carrying
out their duties and responsibiliies. The code of
conduct covers such matters as:

. Responsibilities fo shareholders;

. Compliance with laws and regulations;

. Relations with customers and suppliers;

. Ethical responsibilifies;

. Employment pracfices; and

. Responsibilities fo the environment and the
gommunity.

Share Trading Policy

The Company's Director & Employee Share Trading

Policy aims to:

= protect stakeholders interests af all imes;

= ensure that directors and employees do not use any
information they possess for their personal
advantage, of to their clienfs’ or the Company's
detriment; and

= ensure that directors and employees comply with
insider trading legislation of the various jurisdictions
i which trangactions may take place.



Purchase or Sale of Company's shares andfor opfions
over such shares by Directors, Execufives and Staff of
the Company should only occur in circumstances
where the market is considered to be fully informed of
the Company's activities. This policy requires that the
relevant person nofify the Company Secretary of their
intention fo frade in the Company’s shares andfor
ophions over such shares prior fo ransaction and that
the Company Secrefary be required to discuss the
proposed frading infentions with either the Chairman or
the Managing Director. The Board recognises that itis
the individual responsibility of each Director fo carry
this policy through.

Breaches of this policy may lead fo disciplinary action
heing taken againgt, including dismissal in serious
cases.

The Company's Employee Share Trading Policy is
available on the Company's website.

Financial Reporting

The Board receives regular reports about the financial
condition and operational results of the Company and
its confrolled entities. The CEO and CFO periodically
provide formal staternents fo the Board that in all
rnaterial aspects the company’s financial statements
present & frue and fair view of the Company's financial
eondition and operational results.

The CEQ and the CFO provide formal statements fo
the Board at each reporting date that, with regard to
risk management and internal compliance and control
systems of the Company for the period ended:

i The statements made with respect to the integrity

of financial statements and notes therefo is
founded on a sound system of risk management

and internal compliance and confrol systems which,

i all materiat respects, implement the policies
adopted by the Board of Directors;

ii. The risk management and infernal compliance and
condrol systems fo the extent they relate to financial
reporting are operating effectively and efficiently in
all material respects.

Convergence with Australian equivalent fo Infernational
Financial Reporting Standards (AIFRS) is a key current
financial reporting project. The Board has established
an AIFRS committee consisting of internal resources
and external consultants as regquired fo ensure a
smooth fransition to AIFRS reporting, beginning with
the half year ending 31 December 2005.

Detalls of the prograss of the AIFRS implementation
and the expected impact on the financial repori for the
six months ended 30 June 2005 are included in Note 1
ko the financial statements,

The Company is expected to be i a position to fully
comply with the reporting requirement of AIFRS for the
financial year ending 30 June 2008,

Audit Committee

The Board has established an Audit Commitiee fo
consider certain issues and funclions in further detail.
The chairman of the Audit Commitfes reports on any
matters of substance at the next full board meeting. All
commitiee minutes are provided to the board.

The Audit Commitiee has its own terms of reference,
approved by the Board and reviewad annually, with
additional review when appropriate. The Chairman
oversees all Committess and the CED attends
commitiee meetings where appropriate.

The membears of the Commitlee at the date of this
report are:

. Mr C Eade (Chairman)
. Mr A Bigum
. Dr b Venning

The Commitiee assists the Board to discharge Hs

corporate governance responsibiliies, in regard to the:

= husiness' relationship with, and the independence
of, the external auditors;

= regommends appointment of externat audit and
fees;

= reliahility and appropriateness of disclosure of the
financial statements and external relafed financial
communication;

= compliance with statutory responsibilities;

« raviews budgets and accounting policy;

= maintenance of an effective framework of business
risk management including compliance and infernal
controls and monitoring of the internal audit
function;

= adequacy of the Company's insurance programme,
including directors” and officers’ professional
indemnity and other liability insurance cover; and

= undertakes any special vestigations required by
the Board.

The Commitice provides a forum for the effective

communication between the Board and external

auditors. The Commitiee reviews:

= The annual and half-year financial repord prior fo
their approval by the Board;

= The effectiveness of management informafion
systems and systems of infernal control; and

» The sfficiency and effectiveness of external audit
functions, including reviewing the respective audit
plans.



The Committee invites the CEO, CFO, and the external
audiors to attend Committee meefings where
appropriate. The Committee also meets with and
receives requiar reports from the external audilors
gonceming any matters, which arise in connection with
the performance of their respective roles, including the
adequacy of intemal controls.

Auditor independence

Best practice in financial and audit governance is

evolving rapidly and the independence of the extemal

auditor is particularly important fo shareholders and the

Board. To ensure that the Company's practices are up

to date, the Board has adopted a Charter of Audit

Independence thatis reviewed regularly fo keep it in

line with emerging practices domastically and

infernationally.

The key poinfs covered by the Charter include:

= rotafion of the senior audit partner every five years;

= annual confirmation by the auditor that it has
satisfied all professional regulations relating fo
auditor independence;

= half yearly reporting on the levels of audit and non-
audit fees; and

= gpecific exclusion of the audit firm from work which
may give rise to a conflict,

Risk Management

Because of the importance of this function, the Board is
responsible for ensuring appropriate measures are in
place in order to manage risk in line with the
Company's risk strategy. An external consultant has
assisted the Board in this process.

The Audit Commities assists the Board in fulfilling its
responsibilities in this regard by reviewing the financial
and reporting aspects of the Group's risk management
and confrof framework.

The Company has implemented a risk management
program that enables the business fo identify and
assess risks, respond appropriately and monior rsks
and confrols. Risk and compliance information is
reported quartery to the main Board.

The Company is exposed lo the sisk of unexpected
financial and reputation logs from the way it conducts
its business operations. To mitigate this sk, the
Company has established a risk and assurance
framework, which aims fo:

= assist management to discharge its comorate and
legat responsibilifies; and

= assure management and the Board that the
framework is effective.

Responsibility for control and risk management is

defegated fo the appropriate levels of management

within the Group with the CEQ having ulfimate
responsibility fo the Board for the risk management and
controf.

Areas of significant business risk to the Group are
highlighted in the Business Plan presented fo the
Board by the CEQ each year.

The Board reviews and approves the parameters under
which significant business risks will be managed before
adopting the business plan.

Arrangements put in place by the Board to monitor risk
management include:

= regular monthly reporting fo the Board in respect of
operations, the financial position of the group and
new contracts;

= reports by the chaiman of the Audit Commitfee;

= attendance and reports by the CEO, CFO and the
Groups management feam; and

= any director may reguest that operational and
project audits be undertaken either infernally or by
external consultants.

The Board has also adopted reporfing and other

procedures which allow it

= o monifor the Group's compliance with the
confinuous disclosure requirements of the ASX, and

= o agsess the effecliveness of its Ask management
and control framework.

Remuneration

The Board considers that, due its small size, alt
members of the Board should be involved in
defermining remuneration levels. Accordingly it has not
established a separate remuneration commitize, rather,
fime is sef aside at fwo Board meetings each year
specifically fo address the mafters usually considered
by a remuneration committee. Execulive Directors
ahsent themselves during discussion of their
remuneration,

The remuneration of Non-executive Directors is
determined by the Board having regard to the level of
fees paid to non-executive directors by other
companies of similar size and stature.

The aggregate amount payable fo the Company's Non-
executive Directors must not exceed the maximum
annuat amount approved by the Company's
shareholders, currently $100,000 as determined at the
1999 Annual General Meeting.

The Company ensures that the payment of equity-
hased execulive remuneration is made i accordance
with thresholds setin plans approved by sharsholders.



The Share Option Incentive Plan was approved by
shareholders in May 2005 and authorises the Direclors
ko issue up fo 10% of the issued shares.

The Company is commitied to remunerating its senior
executives in a manner that is market competitive,
consistent with best practice and supports the inferests
of shareholders. The Company aims to align the
interests of senior executives with those of
shareholders by remunerating senior execulives
through performance and long-term incendive plans in
addition o their fixed remuneration.

Conseguently, senior executives' remuneration

consists of the following elements:

= fixed salary;

= shori-term incentive honus based on performance;

= long-ferm incentive share{loption] scheme; and
other benefits including superannuation.

Fixed Safary

The salary of senior executives is defermined from a

review of the market and reflects core performance

requirements and expectations. In addition, the

Company considers the following:

= the scope of the individual's rolg;
= the individual's level of skill and experience;
= the Company's legal and industrial obligations;

= |ghour market conditions; and

= the size and complexify of the Company's business.

Performance Bonus

The purpose of the performance bonus is fo reward
achud achievement by the individual of performance
objectives and for materially improved company
performance. Consequently, performance-based
remuneration is paid where a clear confribution to
successful oufcomes for the company is demonstrated
and the individual aftains and excels against pre-
agreed key performance indicators during a
performance cycle.

Long-Term Incentives

The Company has a share option scheme that has
been approved by sharehoiders in which senior
execufives may participate. The number of shares and
oplions issued under the scheme is reasonable in
relation fo the existing capitalisation of the Company
and all payments under the scheme are made in
accordance with thresholds set in plans approved by
shareholders.

Other Bonefits

Senior executives are entitled fo statutory
superannuation and other bonus payments subject to
the discretion of the Remuneration Commities.

Termination Paymenis

Senior execulives may be entitied to a payment upon
termination of employment from the Company. Where
so entitled, the fermination payment has been agreed
in the senior executive’s contract of employment and it
is not payable where termination of employment is for
misconduck.

The Company's Remuneration Policy is available on
the Company’s website.

Compliance

The Board is responsible for ensuring that adequate
measures are undertaken fo manage compliance.
Specific responsibility for compliance has been
delegated fo the Audit Commitiee. To ensure proper
compliance, an improved system of compliance
management has been, and continues fo be,
implemented across the Company’s businesses
covering a broad range of legal requirements, duties
and responsibilities.

interest of Stakeholders

The Company’s objective is fo maintain and further
develop is business to create wealth for shareholders
and add value for customers and other stakeholders.
To ensure this oocurs, the Group conducts its business
within the Code of Ethics, documented and outlined in
the code of conduct section of this statement, and the
Group’s core values which are fo:

. act with integrity and fairness;

. create a safe, challenging and fun workplace;

. recagnise the needs of the community;

. protect the environment;

. be commercially competitive;

. foster a performance driven culture; and

. sncourage innovation and technical leadership.

Communication with Shareholders

The Company is comitied fo increasing the
fransparency and guality of its communication fo be
regarded by our shareholders as an oufstanding
corporate citizen. Qur approach to communication with
shareholders and financial markets is set out iy the
Company’s Market Disclosure Policy.

Information is communicated fo shareholders through
the distribution of the Annual Report and other
communications as required. All significant information
is posted on the Company’s website as soon asitis
disclosed to the ASX.



The guiding principle of the policy is that the Company
must immediately notify the market via an
announcement fo the ASX of any information
gonceming the company that g reasonable person
would expect to have a ‘material’ effect on the price of
value of the company's securifies.

The Board must ensure that company announcements:

= are made in a mely manner;
= are fachual;
= are expressed in a clear and objective manner that

allows investors to assess the impact of the
information when making investment decisions; and

= do not omit material information.

The Company’s Market Disclosure Policy is available
on the Company’s websife.

Annual General Meeting (AGM)

All shareholders are encouraged fo atfend andlor
parficipate in the AGM. All directors, senior managers,
Auditors and the Company Secretary attend the AGM.

Website Information

The Company has established a website at waww fele-
ip.com Information lodged on this website in a specific
gorporate governance seclion includes:

= Board Charter

= Audit Committee Charter

= Risk Management Policy

= Materiality Disclosure Policy

= Remuneration Policy

= Elsclion of Directors Policy

= Yhistle Blower Policy

= Share Trading Policy

= CEQ and CFO

= Disclosure Policy

= Shareholder Communication

= Code of Conduct

= Audit Independence Charter

The ASX Corporate Govemance Council's Principles of
Good Corporate Governance and Best Practice
Recommendations can be viewed on the ASX website,
VAN BSX.COM. 81,
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Staternants of Financial Performance
For the § month pericd ended 30 June 2005

Revenues from ordinary activities

Cost of sales

Bepraciation and smortisation expense
Borrowing costs expense

Auditing and socounting expanse
Consultancy and contractor expense
Emgal and inserance expanse

Employes banefits expense
Reconstruction costs provided

Beferred technology costs amortised
Other expenses from operating activities
Other expenses from non-operating activities

toss from ordinary activities before income tax

income fax benefit relating to ordinary aclivities

Net Loss

Total changes in equity other than those resufting from
transactions with owners as owners

Basic eamnings per share {cents)

Biluted sarnings per share {cents)

Mote

21

21

Economic Entity Parent Entity
2905 2004 2905 20064
{6 mths} {12 mths} {6 mths} {12 mths)
$ $ $ $
1.450,534 8,807,592 1029144 4,370,883
(1,327,124} {5,244,185) (BBO,585) {2,877.151)
{17,582) (39,573) {17,582 (39,573)
(208,303) {458,384} (208,778) {454,088}
{54,684} (B0.831) {54.684) (B0.831)
(118,635} {283,730} (118,635) {100,158}
{85,117 {178,045} {31.720) {104,831}
[(B24,706) {1,692,991) [(B24,708) {1,6592,991)
(350,000 - (350,000) -
{¥7.667) - - ;
[(312,071) {792,503} (195,538) {458,385}
- - (184,382) {331.877)
{1,923,355) {1,840,661) {1,642 484} {1,847.208)
- 298,737 - 298,737
{1,923,355) {1,541.924) {1,642 484} {1,548.471}
{1.923,355) {1,541.924) {1.642,484) {1,548.471}

(0.78)

(071

{02.86)

(0.76)

The above Statements of Financiaf Performance should be read in conjunction with the accompanying notes.
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Statements of Financial Position
As at 30 June 2005

CURRENTS ASSETS

Cash assets

Inventories

Receivables

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Receivables

Cther financial assets

Plant & equipment

Cther

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES
Payables

Provisions

Deforred revenue

TOTAL CURRENT LIABILITIES

TOTAL LIABILITIES

NET ASSETS

EQUITY
Contributed equity
Accumautated losses

TOTAL EQUITY

The above Statements of Financial Position should be read in conjunction with the accompanying notes.

Note

L OO -~ T

10
1t
12

13
14

Economic Entity

Parent Entity

30-Jun 31-Dec 36-Jun 31-Dec
2805 2604 2505 2004
$ $ $ $
3,495 789 476,693 3.471400 358,810
790,904 1,137 922 232,680 572,378
431,747 520 544 733 867 833,628
4,718 4460 2,135 159 4,437 957 1,824,816
43,750 43,750 43 750 43,750
- - 1,006 &
497,780 89,466 a7 780 88 466
388,333 466,000 - -
520,863 599 216 142 536 133,222
5,248 303 2,734 378 4,580,493 1,858,138
2,506 135 2,822 962 1,836,911 2,336,203
572,824 1588 326 s72624 158,329
- a7.057 - G7 057
3,168 759 3,078,348 2,508 535 2,581 588
3,168 759 3,078,348 2,508 535 2,581 588
2,079 545 {343,873} 2,070,958 {633,451)
14,882 822 10,535 049 14,882 822 10,535 548
{12 803,277} {10,878 922} (12,811,864} {11,169.400)
2,079 545 {343,873} 2,070,958 {633,451)
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Statements of Cashflows
For the & month period ended 38 June 2005

Cash flows relating to operating activities
Receipts from customers

Payments to suppliers and employees
Research and development tax offset
Inferest received

Interest and finange charges paid

Met operating cash flows

Cash flows relating 1o investing activities
Purchases of property, plant and equipment
Procesds - sale of NMS portiolio

Met investing cash flows

Cash flows relating to financing activities

Net cash proceeds from share and rights issue transactions

Met cash proceeds - Loans
Met financing cash flows

Met increase in cash held
Cash at beginning of year

Cash at end of financial year

Econamic Entity Parent Entity
Note 2005 2064 2005 2064
1 {6 mths) {12 mths} {6 mths} {12 mths}
3 § $ §
1,538711 B.401.013 673,067 5,483,233
(1,898,859} (8,863,927 {840,055) {6,063,628)
- 288737 - 298737
4,859 14,554 4,600 14,508
8.511) {171,340 {8,018} {171,340
3 (363,800} {320,863) {270,408) {438,480}
{5.647) {20,313) {5,847} {20,313)
108,545 50,680 108,545 50,600
143,898 25,687 103,858 259,687
4 958 908 4,813 4,858,098 4,813
(1,680,000} 523,600 {1,680,000) 523,600
3,278,908 528,413 3,278,098 528,413
3,018,088 237,137 3,112,450 149,610
475,683 235,558 358,010 235,300
3,455 785 476,653 3,471,400 358,910

The above Statements of Cashflows shouid be read in conjunclion with the accompanying notes.
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NOTES TG THE FINANCIAL STATEMENTS
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SUMMARY OF BIGNIFICANT ACCOUNTING POLICIES

Thee financial repory is a general purpose fisancial report that has bees preparad in accordance with Ausgtratian Aceounting Stasdards,
Urgent Issuas Srosp Congenzus Views and other authoritative prosocncemsants of the Australias Avcounting Standards Soard and
the Corporations Aci 2001

Tt finansial reporg covars he econamic entity of Tefe-iP Limited and controiled entitizs, and Tale-IP Limiled ag an indhidoal parest
antity. Tale-1F Limited is a fistad sublic company. incorperated and dormiciied i Australia.

The financial report has basn prepared on an acoruals basis and i bagsed o historica! costs and does net Eake into acecunt
changing mosey vaiues o, excepl where stated, current valuations of non-current assets. Costs are based on tha fair values of the
sonsideratiog given in exchange for assets.

Thee follawing is & surmmary of the material accounting poficies adopiad by the economic antity in the preparatics of the financial
repaft. The ascousding palicies have been sensistantly applied, unless otharwise stated.

Principles of Consolidation

The senzolidated sceounts compriza the aceossts of tha company asd all antities confrofied by the company. Confrad axists wisre
Tebe-1P Limiled has the sapacity fo dominate the dacision-making i ralation fo the fisancial and operating policies of anothar entity
5o that the odher 2etity cparates with Teds-IP Limitad 1o aohieve the objectives of Tele-iP Limited. A fist of controlled antities iz
contzined i Note 20 to the financial stalemenis.

Allimer-company balances and ransactions befwaen entitizs in the economic estity, including any unseafized profits or losses, have
been eliminaled on sonsofidation.

Income tax
Tax-effact accounting procedures ara followed, wherstry the income tax expansa (hesefily for the year is matchad with e profili(ioss)
fram ordinary astivities adiusted for any parmanent differences.

Incams tax sed aside an camulative timing dferences is brooght 0 secoont a8 either a provision for deferred income tax of a5 an
asset deseribed as future income tax banafits at the rate of income 1ax applicable to the period in which the liability wil become
payable or the benefil wifl be racesived.

The futurs tax besedit relating to 122 losses is nod carriad forward 88 an agset urdess the banafit can be regarded as being virtually
wertais of realisation. The fulure incoms tax besefil relating o tming differences is nod carried forward a5 an assat unless reatisation
is azzurad beyond raasonable doubt.

This policy will be impacted by tha fisst time adoption of AIFRS.

Plant & Egquipment

Each class of plant and equiprmert is brought to acecunt at eost less any accumutated dapreciation. The carrying amount of plant andg
ayuipmant is reviewsd annuaily by direcions o ensdee s nolin excess of ils recoverable amount. Plant and equipment is deprecizted
2n a diminishizg value basis over tha sseful life 1o the economic entity commancing from the time eaoh assaet s hald ready for uss.

The dapresiation rates uzad rangs from 25% 1o 40%.

Farelgn Currency

Foreigs currency fransactions are initially fransiated inte Australian cusrency at the rate of sxchangs af the date of the transaction. &1
balanee date, amounts pavable and recgivable in forgigs currencies ara translated (o Australizs curreney at rates at that date.
Resulting exchange differences are brought fo accoust in the Statemeant of Financial Parformance for the year,

Empicyes Bengfits

Frovisiog is made for the company's Esbility for amployes annoal save and long servics ieave benefils arizing from samnvices rendered
by employaes 1o balance data. The fiabilty for fong sarvice lsave is maasured in aceordance with the refevant statstory raguirements
and is provided afier five vaars sanvice on the basis of currant salary levels. Confribulions mada by e Company to employes
superannuation funds ave charged 1o the Statement of Financial Parformancs as expenses when incurred.

This policy will be impacted by the fiest time adoption of AIFRS.

Invantories
|svertorias are measured at the lowear of cost and nal realisabie valkle, The sost of mangfasiured produciz inciedes divect materials
which are assigned o a weighted averags cost basis.

Deferred Income

Daferred incomne disclosad in Nota 12 rapresents amoants raceived from customers in advance of the company’s abligation o
the contracied samvices. Income from thess transactions is deferred and only recognised as and when the refevas services are
providad.

Cash

For the purpose of tha Statemants of Cash Flows, cash includes:

(il Cash on hand and at call deposits with banks or financist institetions, and
(i} Investmenis s short ferm manay market instruments.

Revanus Recognition
Revernus from the sale of goods and services is raengnisad spon defivery of goods or performanee of sanvices o customers. Irtarast
revenue is recognized whan the anlitiensant 1o receiva interest is indafeagible

Finantial Insfrements

The Ecosomic Entity has financial instrumants in the form of cash on shoit term deposit; frade debtors which ara receivable within the
ardinary course of business and trade credilers which are payable in the erdinary sourse of business. The sed fair vaiue or credt risk
axposure of thess financial instraments is deemad (o matznially equate to the carrying valee shown in the financial stataments.

Leases
Leasa paymeants for cperating leases, whare substantisily a8 the risks and bensfits rermain wilth the company, are charged ag
axpenses in the pariods in which they are ncorad.
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Goods and Sarvices Tax {G5T)

Ravenus, axpanses and assels ara recogrised nat of the amount of 35T, excepd where the amount of BBT is nod recoverable from the
Australise Taxalion Gffios. | these circuomatances the GET s reengrisad as parl of the assef or expeanse cost. Heceivables and
Fayabies are shows in the Stalemant of Financiad Pogition as inclusive of 85T,

Technology Costs Capitalised
Daferred technoingy costs in raspect of products developed by & sontrofisd esfity have been capilalized for amortisation over
2 thrae year period commencing  January 2005,

Thig policy will be impacted by the fisst time adoption of AIFRS.

Comparative Information

Furausst o subsection 340015 of the Corporations Acd, the Ausiralian Securities and Investments Commission provided an order to
allow tie company to shangs its balance date o Dacember to Juns year end effective June 2008, The currest reporting pariad
covers 5k mosths ending 30 June 2005

The comparative amounts disclosed in the financial report and refated notes coviers the last annual reperting period ending 31
Dasember 2004 and are therefore not comparable as the langths of the financiad periods differ.

Impael of Adoption of Australlan Equivalents o International Financial Reporting Standards

Australizg repoting enlities ars reguired 1o comply with Austrafian eguivalents (o lstemational Financiaé Reparting Slandards (AIFRS)
as from financial years commencing T January 2008, Accerdingly AIFRS will be first reflectait in the scenomic antify's financial reporks
for the year ended 30 June 2008, tharsfore the dale of transifion to AIFRS for the company is 1 July 2005, On fisst tims adoption of
AFRS, comparativas foar tha & menth period ended 30 Juna 2008 are required 1o be rastated. The majority of the AIFRS transitionat
adjustirians are recuired ratrospectively against sccumulated lossas &t 1 January 2005,

Thee Diszctors’ have implementad g AIFRE Commiitae consisting of inlemal rescirces, and extersal consullants ag raguised, o
advise o the impact of specific acoousting pelicy changes and o managa the ransiiion fo AIFRS, incleding tachnical evaiuatios,
syslem dasign and implemaniatio: strategy.

The Disactors are of the apision that the key material differences in the sconomic entify's accossting pelicies on comversion 1o AIFRS
and the fisancial effect of thess differences are as foliows:

il Share Bazed Paymants
Under AASE 2: Share-based Payments, remunerstion based shara, rights and optios izsues must be expansad over expeciad
viesting pericds with & sorresponding increase fo equity. This will resalt in & changs i the current ascounting palicy, which dees
not ExXpenss any share based payvments but only recognisas an increase iy aguily dpos issue of shares,

The impact of this change in acooesting pelicy will be as increase i acoomalated losses and contributed aauity by $58.442 at
1 January 2005 and an increasa in the set loss by $11.658 for the B month period ended 30 June 2606

ity Intangible Assat
Ceferrad Tashnology costs currently recongnised | and amorised. would nef be broaght o ascount uider AASE 136 intangible Assels.
Aceordingly, the amount of $77 687 edpensed as anortisation in tha period ended 30 Jure 2005 would be wriltes back and the
fotal armoant of deferred Technology costs capiadised i prior years woutd be de-recognised o wiitian off 10 sccumulated losses
upon tansition 1o AIFRS at § dancary 2005

i} Isome Tax
Currently, the aconomic antity adopts he method of tax-affect ascounting whareby the income fax expense is based an tha
actounting profiviioss) adiustad for any permanent differences. Timing difarences ara currantly boughi o sccount as either a
provisios for deferred income tax or flure income tax benefit. Under AASE 112: income Takes, the sconomic esdity wil be
required 1o adopt a bakance sheet approach o detarming defarred tax iams.

On transition, e financial effect of this impact i assessed as nil, as the carrying amounts of assels of liabiites recognised
in tha fingnoiat repont does aof differ from ils tax base value.

Economic Parent
Entity Entity
2005 2005
Raconcillation of Net Profit
Mat loss reported dader Australian Accounting Standards al 30 June 2005 11,923 3585 11,642 464}
Key transitional agjusimenis:

- Recognition of remunaration based options payments (11559) (11.559)
- Amartigation of Daferred technodogy Sosts written back 7T HET -
Total ransilional adjustmants GE 005 (11.558)
Mat loss ender AIFFES ag at 30 Jone 2005 {1,857 3473 {16584 1230

Raconcillation of Equity

Total equity repoited undear Austratian Ascountisng Standards at 36 June 2625 2075545 2,070,858

Retrospectivie adjusimets 1o eguity 8t 1 January 2005:

- Recegnition of remunaration based options payments: Contributad 2ouity 58.442 58442

- Recognition of remunaration based options payments: Accomulated fosses (58442 (58.442)

- Deferrad fachnology costs derecognised (466,000} -
(4660003 -

AIFHS fransactions o 30 Juss 2005
- Inerezse in costribiled eauity resaliing from ransiton {o AFRS 11.658 11858
- Inzrease in current year foss resuifing from franzilion o AIFRS GE 005 (11.558)
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Total equity undar AIFRS as &t 3% Juns 2005 1.621.242 2,070,855

{p} Provision for Reconstruction Costs

Dirzcfors havie created a provision for the nonrecorring and cparating costs in cornaction with the impending acouisition
of the basiness units refarred 1o in Node 23,
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&

(g

Z

PROFIT FROM OROINARY ACTIVITIES

Frrofit friom ordirary activities bafors income tax & amved

At aftar taking into account:

Revenusa

Operafing soiiviiiss

- Equipment anc sofhiare salas
- Wireless installagions and sales
- Business services

- Equipment hire

- Irsterizst

- Ciher

Mon-aperating sctivities
- Management faes
- Sals of NMS porifolio

Totsl sevenue

Cozt of sales
Opening inventories
Add Purchazes

Closing inventories (refer Mole 5}

Diepreciation and amartisation axpense
- Depreciation of plant ard eouipment

Borrowing costs

Interest and bank charges paid
- Director related entities

- Oither persons

Facility fees for losns

- Director ralated entities

- Cther persons

Tokai borrowing costs

Auditor remunesration (refer Note 223
Congultancy snd condractor fees

Legal and insusances sxpenss

- Legal sosts

- Irssuranss

- Patents anct trademarks

Tetat igal and insurancs espenss

Employee barefits expenss
Reconstruction costs providect
Diederad technology costs amnostised

Cher axpenses from ordinary aotivities
Ciperafing activifies

- Acoeunling costs - non auditor

- Compeier costs

- Dirgctors foes

- Freight costs

- Cther geneng| adminisiration

- Rent axpenses

- Share registry cosis

- Travelling expenses

Rental expenss on operating lsases
- RIMMUm lesse payments

MNor-operafing sofivifies
- Froviion for non recavery of contrizlled entity 1oan

Less from ordinary acflvifizs before income tax

Economic Entlty Parent Entity
2005 2804 2003 2004
§ 5 3 §
1,084,514 58465 B61 344,248 2 448,108
21,084 143,472 21,084 143,172
185738 585511 184,995 893611
20,650 113,750 20,850 45,400
4 556G 14,654 4,800 14 508
4,347 23,544 203 20,294
1,240,588 #5867 642 57065 3703 604
- - 341,731 17,789
108,545 50,000 106,545 50,0600
108.545 501000 451 275 BEY.788
1,450,534 8007 642 1028444 4AVBAEE
1137 822 1417 694 572,375 1817 504
980108 4744613 349,897 1,532,836
2.118.028 6,382,107 222275 3550129
{50 804) 1,137 a0 (232 Bad) (572,378)
1377 124 £ 244 {65 B0, 585 257V 61
17 582 36,673 17 582 38573
14,5067 30,733 14,507 30,733
193,756 365,265 122,271 385 0B
- 13,791 - 13,781
- 53,601 - 53601
208303 455 354 25 TS 454 586
£4 Hidd #1631 54 B84 60831
116535 2583 TG 116,835 103,158
20,083 35124 19,043 34174
46035 71,401 14,807 &4 557
15,025 71,620 - 28,0600
£E117 175 045 31720 104, 537
£24 7GR 4 92 461 #24. 708 1 EG2 501
I I — I
250,000 - 350,000 -
—
VT GET - - -
B
28,725 30,969 26,569 30,569
24 160 74,262 22,882 TB.456
47 BG 70,000 47,500 TO.O00
aT.8ks ar 44z 36822 -
88,599 233727 54,881 121,034
403,452 4B770 13,487 63,884
11,864 601,754 11440 50,784
A3.803 1256004 14,775 33,813
B0G 9455 &0 5455
312071 742 603 105 535 A5R, 305
- - 184 362 331 677
(1,823 355) {1,840 56513 (1,42 444) (1847 208}
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Economic Entlty Parent Entity
2005 2804 2085 2004
§ 5 3 §
3 NOTES TO THE STATEMENTS OF CASH FLOWS
{l} Reconciliation of net cash fremifused} in operating
activities fo profitfloss) after income tax
Cperating profit / {foss) after tax {1,823 355) {1.541 225} (1,842 4545 (1.548.471)
Depraciation 17 54z 368,673 17,582 38573
Increase / (docragse) in employes sntitiemsnts 64 265 4 856 B4,235 4 BER
Increase f (decraase) in credilos 1,061 253 TEB02 887769 {507 557)
[frcrease) F decrease in debiors 43,067 804 442 15,892 GH0BES
[frcresse) F decrasase in prepayments 45700 B5.249 45700 a5 240
[fncrease) f decraase in invenstony 347018 478672 339 BEE 1,645,216
[fncressa) f decraase in other sesets TTBET (68, TH0} - {750
Increase { (decrease) in defered revenae {97057} (B0, 290) (97.0567) {80.5040)
Increase f (decragse) in unsecussc ioan - (23,6923 - (273 69%)]
[increase) / decrasss in loar o controfled erditiss - - (86,233) (HE3 BRE)
Increase f (decragse) in provision for non racoveny
of eontrolled eatity foan - - 184,362 331 87T
Nt cash fremi{used} in operating acfivities {363.5060] (320,863} f2?’0.4-0§ (438,400
{ii} Non cash financing and investing activifies
There ware ne non cash fingncing and invesding activities
underizken by the Econemic or Farent Endity during
the yaar.
{iii} Cradit Standby Arrangements
Mo eredil standby srrangemants existed sither dugng the yaar
of &t the end of the financial period. Refer Mote 23{v) in regasd
ter & bark facildy arranged subsecuent @ the end of the financiaf
peicd,
4 INCOME TAX EXPENSE
The prima facie tax sxpense (banedity on the operating orofi
{loes)is reconciled to the income tax expense orovided
inn the secounts as follows:
Ciperating loss bafore ncome tax {1.823.358) i1 840,661 [%.B42 464} (1,847 208)
Frima fagie income tax benefil on the oparatng
lozs ot 30% {2004 30%) {BTT.0067) (662,198} (492 738) {554, 182)
Less: Tax effec of permanent and timing diferances 107 528 [14.425) 131,481 &6 400
Future income tax beaefit not brosght o sccount 459,172 566 622 361,245 487,753
Incorme e berel denved from Research ard
Development tax offast - 295737 - 208737
Inneme tax bensfil chargad to Statements of
Finangial Performante - 288737 - 298,737

Thee parant gty and its wholly swned Australian subsidizdes have formed an income tax consolidated
groug. Accordingly, the benefits sssociated with income fax losses of the ecoenomic entity of
approzimately 56,716,738 (2004 §5228.084), resulting from current and prior yesr operstions, would
be weailable, subject o e fax consolidation rules.

Frotential futare income L banefits attributable o gax lossas caried fondard and Brming differerncas

a3 at 30 June 2005 have not beer brought B account 85 a0 asset by the group companies.

The fulure incomne tax benefit, which has not been recognised as an asset, will only be cbtainad if:

[il The group companias derive fature sssessable income of & natare and an ameent sufficient fo
anabie the barefit to be realised;

(i) ¥he group companiss conlinue 1o comply with the condi#ons for deductivility imposed by tax
legislation;

[iify Mo changes in tax legisiation adversely affect e group comapsanies in reafising the banefit.
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5

g

INVENTORIES
Faw materizis
Work Irs Progress
Finished Goods

RECEIVABLES

Currant

Trade debiors

Less: Provigion for doubiful debls

Cther debtors and prapayments

Losrs to cortrolled entitiss
Less : Provision for nonracovery

Mon-Current
Rents security doposit

OTHER FINANCIAL ASBETS

Non-Current
Shares in controlled srgitiss - unguoted

Economic Entlty Parent Entity
2005 2804 2003 2004
§ 5 3 §
351155 561,278 220 B2G £E1.2T5
363,843 465 428 12,081 11103
TEEEE 110,215 - -
Ta.904 1,337,422 232 BA0 572,378
425111 445 255 274 042 252,531
{25000 (200473 (20,000 (20,047
405111 445 208 255 042 271,584
26 8636 2326 26,838 72,336
- - 1,331,757 1,245 544
- - (880,815) (856 236)
421 747 520 644 733 867 553 B28
43 TEG 43 750 43,750 43 750
- - 1, G0 &
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8

PLANT & EQUIPMENY
Crffice fursiture snd sauipinent - 21 cost
Legs: Avcumulated depreciation

Moter vehicles - &l cost
Legs: Accumulated depreciation

Cornpuater and tsst squipment - st cost
Legs: Accumulated depreciation

Tesad plant ard equipment

{a} Movements in Carrying Amounts

Movement i the camying amouanis for sach class of piant
and equipment Betwean the beqinning and the end of the
current financiai yaar,

Economic and Farent Enfily
Balanee &t the beginning of the year
Additiors

Dispesals

Diepraviation expense

Cagrying amount atl end of yaar

OTHER ASBETS
Non-Currant
Technology costs capitalised [rafer Mot 1 (m)

PAYABLES

Gurrart

Crediors and aceruslsy

Rights izsue meniss raceived n advance
Unsecused Loans

- Specified director related entities

- Ceher loans

PROVISIONS

Currart

Frovision for recenstruction costs (refer Hote € (pl)
Frovision for employes bensfis

Mumber of emoloyess ot paried end
DEFERRED REVENUE

Currart
Diederad income (rafer Mo 1 (g)h

Economic Entlty Parent Entity
2005 2004 2085 2004
5 5 3 §
G7.870 4T.a7d 97074 o7.e70
{77457 [73.060) (77 457) {773, 060)
20,522 244819 20,522 24.518
21 86T 21,867 21,8567 21887
(16,057 [18,360) (16.0487) {15, 260]
EITG #5.807 5770 & 807
303,052 277 ET 305,062 ATTAST
{231.564) 219,217 (231,584) (212,217
71445 57,840 71469 57540
a7 FAL B4 456 97,7580 49 468
Ofice Furniluza Adalur Compuber &
& Exquipmans Wahizies Tast Eguigimenl Teial
244815 /607 57,840 49 468
- - 26,896 25 498
{2357 (837 (12,349 {17,582
PRy 5770 71 487 G T
Economic Entity Parent Entity
2005 2004 2085 2004
§ 5 3 §
358,333 4685 000 - -
2,000,085 1,266,352 1,340,861 TTREGS
350 450 - 359,450 -
&6.0060 B0.200 80,000 a0 GO0
156,500 1476 500 154,800 1,478,660
2,596,135 2522 062 1,936,511 2 356,30
350,000 - 350,000 -
222 G524 166 325 222 B24 158,329
572 624 165,325 EY2B24 158,329
15 13 15 13
- a7 A5T - o757
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Economic Entlty Parent Entity
2005 2004 2085 2004
§ 5 3 §
13 CONTRIBUTED EQUITY
Isgued and paid up capital
Crrdinary fuily paid shares 14 582 822 10,5358 545 14,882 522 10,835,044
Movements i issoed and paid up ordinary share capital of the
company duging the past two years ware as foliows:
Note No. of lssue Price §
Shares {cents)
O1.07.03 Dpening balance 168,598 484 10,6682, 749
26.04.03 Issue of shares {2 23,223 232 225 BG0,G00
314205 Transacton costs arsing on shase issue (31.812)
231104 Issue of Shares )] 75,000 200 1,500
231104 Issue of Shares ) 37,500 3.60 1.5312
244204 Issue of Sharses ) 199,090 200 2,000
09.06.05 Righits isaue (et 237,500,000 200 4. FEO00
30.06.06 Transactons costs srising on rights issua {503,127)
Balanee 30 June, 2005 416,633 2068 14,882 822

(4] Affotment under prospectus dated 2 September, 2003
[b] Exercize of emplomyse options undar smoloyes share plan. No amounts remain unpsid in respect of theas shares,
(e} RIGHTS ISSUE

{85 I May 2006, 237 500 000 ordinary shares wese issusd ab §0.02 per shars fully paid pursusnt fo the compamy's
& for 2 rencuncesbls issue on & deferred settfement basis. These secaritias ranked equaily and merged with sxisting
guetect secarities,

fit Refer Note 23 regarding subsequent olacemeant of Rights fssue shortfall.
[d) OFYIONS OVER $SSUED CARITAL

1y TE2.000 oplions were granted on 23 Cefober 2007 o key emoloyess on terms and condéions sel cut in the Company’s
Share Oplinn oentive Plan, These options sre excersiable from 23 Ootober 2007 &t 3006 per share, sxpiring 30 June
2006, During tae perind 1 Januasy 2004 and 30 June 2005, 305800 of thess options lapsed.

fiy 3167.000 options were granted on 23 Cotober 2007 fo0 key employess with an expiry dats of 30 June 2008 on terms
anct conditions set out in the Company's Shase Opton Incertive Plan, These opfons vestin 258% Fanches ors 1 Juty
262, 2003, 2004 and 2005, and are exercisgbie & 005 per share. During the period 1 Janaury 2004 and 30 June
20565, 1,861,500 of these options lapsad.

(iigy 1,000,000 options ware granted on 30 May 2002 o managing disscton, My lan May. These opticns are exercisabie from
30 May 2002 st §0.05 pee share, gxpiring on 31 December 2006,

(ivh 3,000,000 optiors ware granied on 30 May 2002 to managing directos, My fan May. Thess oplions are exercisabla fFom
3% December 2002 &8 30.08 per shara, expiring on 31 December 2007,

el 3,000,000 opticns were granted on 30 May 2002 to managing directer, Mr lan May. These opfions ars sxercisable from
31 December 2003 &t 30.08 per share, expiring on 31 December 2006

(vit 3000000 optiors were graried on 30 May 2002 to mananing director, My fan May. Theas aplions gre exeecisabla fom
31 December 2004 af 5008 per shara, expiring on 31 December 2008,

[vity 1,125,000 options ware granted on 18 March 2003 to key emplmpees with an expity date of 30 June 2008 on terms
anct conditions set out in the Company's Share Opton Incentive Flan, These opfons vestin 25% fanches on 30 Junes
203, 2004, 2005 and 2608, snd are exercisgbie & B0.02 per share. Daring the & month pariod anding 30 June 2005,
225600 of thase options lapssed.

i) 1,250,000 options were granted on 17 Say 20048 to key ermpioyess with an expiry date of 31 Desembear 2008 on the
terms and conditions sed cut i the Company's Share Opdion Incentive Flan. Thess opliong vest in 33.33% transhes
on 1 duly 2004, 2006 and 2008, and are axercisable st $0.02 per share.

(i} 1,712,500 optiorss wers graried on 1 July 2004 to key empioyeas with: an expiry date of 1 July 2007 on the terms and
condgons sel aut in the Company'’s Share Option incentive Plan. Thase options vest in 25% tranches on 1 July 2064,
2005, 2006 anc 2007, and are exarcissble at 36.035 par share. Cugng the § month period ending 30 Juns 2005,
562,500 of thege opions apsed.

{x1 4,000,000 opticns wera grantsd on 12 August 2008 4o ksy employess with an ezpiry date of 31 December 2006 on the
tarrns and conditions s&f out i the Coampany's Share Oplion Incentive Plan. Thess oplions vest in 33 33% transhes on
3% Crecesnber 2004, 2008 anct 2008, and are exercisable al 3605 per shars.

(i} 2,000,000 options were granted on & September 2004 - 1,000,600 options to shairmar, r Colin Adarm, and 1,000,000
opgens (o depaty chaiman, Me Andrew Martin, These opticns sra exercisable from 31 December 2064 st $0.06 per
share, axpising 31 Decermber 2008,

(xify 2,000,000 eptions were granted on 8 Ssptember 2604 - 1,000,006 optiens o chakman, M Colin Adam:, and 1,000,000
oplions te deputy chairmars, Mr Andrew Magting Thess options are sxercisable from 31 Ceosmber 2005 a1 $6.10 per
share, expiring 31 December 20106,
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Economic Entlty Parent Entity
2005 2804 2085 2004
§ 3 3 §
14 ACCURMELATED EOSSES
Accomelated loszas st the baginning of the financial year 10,678,522 9,337 098 1%, 169,400 GE20.529
Cusrent year nes 1,923,355 1,544, 924 1,842 4454 1.548.471
Avtumulated lossas at the end of the Snancial year 12,603 277 10,879,952 12,811 B4 11,162,400
15 FINANCIAL INSTRUMENTS
Interest rate risk sxposure
Thie seonomic entity's exposures o interest tate risk and the sffsctive weinhted svarage interest rate for classes of
fimzncizt assels and financial fabifities sre set out below:
2005 Floating  Fixed Intarast Nen-Inberest TOYAL
Finangisl ssset Imerast  mtaring 3 v besring
Cuash sssats 3485 243 - E06 3,455,783
Receivables - - 431,747 431,747
TOYAL 3465 243 - 432,253 3.527 538
Weinhted gverags interest rate 2% Nil Hil
Fayables - - 1,384 084 1,384 084
Loans - 238 H0G - 238 600
TOYAL - 235,600 1,384 084 1. B0 854
Weinhted aversge interest rate M 16.00% Hil
2004
Einancial ssser
Cazh Asseta ATE ALY - L0 ATH ED3
Receivables - - 520,544 520,544
TOYAL 478187 - £2% 060 Q57 237
Weinhted gverags interest rate 3.32% Nil Hil
Fingamgisl lizility
Fanyables - - 784,004 a4, 604
Loans - 1666 H0G - 1.EER B00
TOYAL - 1668 H00G 784 004 2340 604
Wainhled avarags interest rate it 31T0% Hil
Credit risk exposures
The ceedit risk on financiad asasts, excluding investiments, of the consolidated entity that have beer recognised on the
staterment of financial position, is the camying amnount, net of any peovision for docbbud debts. The consolidated entity
rlinimises conceriations of oredit risk by undertaking transactions with a large nuembar of customers and counterpartiss
and by performing extensive due difigence proceduras on mgor few castomers,
Net fair values of financial assefs and liabilities
Med fair values sl balance date of sach ciass of finaneizi asset and liabildy do not materisily differ fom the carying amounts
disclesed in the statement of financial postion:.
16 COMMITMENTS AND CONTINGENT LIABILITIES
The comenitrents sed cot befow represant the greater of anticipated cutlays versus minimun axpenditurs commilmeants on
aperstng (aasss currently held in regpect of the parent entity which sra primarily rental leases.
Economic Entlty Parent Entity
2005 2804 2085 2004
§ 5 3 §
Expenditure commitments - Operating leases
Coenmitments for minimem isase payments in raistion o
non-cancsllable operating leases are payable as follows:-
Mo later than one yaas G422 85044 90,422 a8.0dd
Later $har one yaar but nod itsr than 2 years aG.422 565,944 90,422 46 544
Later thar twa years But not later than 5 yaars 36144 115,925 30,144 115,525
210,984 280,813 299,284 200,513

Suger it 1
#

The company makes superannuation conlibutions to prescribed supsrannuation funds on behalf of smployess and executive
digseiors, s required by the Superannuation Suarantse legislation (curenily $%). The principsd types of benefil sro doath,
permanent disabilfy sand superannuation benefits cpon retirement.

Exscutive Agreements

The mazsximuam armcunt of sontingent Fabifity in respect of an employes service agreement is $230,000.

Thera are Ao ofbwer conlingent labiities for termination benefits with any directors or persens whe participats in the
rmanagemeant of the company o its controllsd entitiss.
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17 DIRECTORS' & EXECUTIVES' REMUNERATION
{a) Names and positions held of parent entity directors and specified executives in office at any time during the financizl year are:

Paresd Entity Direcioss

Mr C W Adan Chairman -~ Nea-Executive

Ar A L 3Martin Daputy Chairmas - Exacutive
Ar | B fday Managing Cireclos - Executive
Ar Mt M Wenning Diszetor - Non-Exacuiive

Mr CJ Eace Disaetor - Mon-Exacuiive

r A F Bigam Directar - Non-Exacutive

Speciied Executives and Top five mast highly ramunerated officers

ar t Capocehi Vies President - Global Salas and Distsibulion

Ar M Rizos Senior Natwark Consulant

Mr C Harrigon Sales Manager

Ar Mt McPhiflips Finantial Cortroller resigned 3k June 2005
r O Ambry Engineer resigned 12 August 20068

{b] Parent Entity Directors’ Remuneration

2005
Frimary Fozt Emplovment

Salary,  Superantl- Mern-

Faes & atian cash Mator

Zommi- Zontrib- Cash  Benefils wehicie Superanl-

sEi0NE wHian Boras  Options Allowence aion Equity  Gthar Tatal
r G Adarmn (i) 25000 - - 3487 - - - - 28 487
Ar AL 3artin S0.000 544040 - 3,487 - - - - 48.EET
Ar | B May 85000 £.559 - - 20,000 - - - 123.55G
e MM Vanning ) 7500 - - - - - - - 754040
ar G J Eade 8] 7,500 - - - - - - - 75040
Mr A F Bigam: (i) 7500 - - - - - - - 75440

202,500 13.950 - 8,974 20000 - - - 243424
2004

Frimary Fozt Emplovment

Salary, Superarl- MNer-

Faes & atian cash Mator

Zommi- Zontrib- Cash  Benefils wehicie Superanl-

s&i0NE wHian Boras  Options Allowence aion Equity  Gthar Tatal
Ar C M Adam {i 28000 - - 13,408 - - - - 38,402
Ar AL 3artin 120,000 16600 - 13,408 - - - - 144 202
Ar | B W=y 120,000 17400 - - 44,900 - - - 247 1030
Mr b W Venning () 15,000 - - - - - - - 15000
ar G J Eade 8] 15,000 - - - - - - - 16,000
8 A F Bigam i) 15000 - - - - - - - 15,000

380,000 27.900 - 26,518 44,000 - - - 474718

{i) A1 31 Daeember 2004 and 30 Juns 2005 Dirzelors fees ars accruad and unpaid.
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17 DIRECTORS' & EXECUTIVES' REMUNERATION (cont'd)

{¢} Specified Executives’ Remuneration

2005
Frienary Fost Employment
Superannu- Mon-
alion cash hatkar

Satary & Contrib- Cash  Benefits  vehicle Suparanmu-

Faes aifon Bonuws  Oplions  Allowance ation Equity  Other Total
kar M Capocchi 101,000 5,130 - &,0%4 - - - - 112,224
hir b4 Risos 51,500 4,635 - 1,211 6,000 - B o 63,345
Rdr [ Arabry 42,500 3,825 1,333 - - - 47,658
Kr C Harrison 52,500 4,725 - 5,207 - - - M 2,432
fdr b4 MePhilips 22,120 1,889 - 746 - - - - 24,856

268,620 20,305 - 14581 5,000 - - - 310516
2004

Frienary Fost Employment
Superannu- Mon-
ation cash Wiator
Satary & Contrib- Cash  Benefits  vehicle Suparanmu-
Faes aifon Bonuws  Oplions  Allowance ation Eguity  Other Total

Kar M Capocchi 232,500 10,260 - 5,026 - - M - 248 686
hir ke Risos 126,009 8,270 - 1,944 12,009 - - - 143,214
hr O Harrison 105,000 8,450 - 4,803 - - - - 119,253

457 50D 28,980 - 12673 12,000 - - - 511,153

fry accordance with AASE 10468, 2004 comparative figares for two specified executives are not disclosed due to resignations
in the pricr pedod,

The service and performance criteria sel {o determine remuneration are included per Mote 17(h).
{d} Remuneration Options

No naw options were granted as remuneration for the 8 month period ending 30 June 2005, Current year benefits relate to
the vaiue of opticns pravicusly issued brought to account pro-rats to service provided to 30 June 2005,

{e} Shares lssued o Exercise of Remuneration Options

Mo options were exercized for the 8 month perfod ending 30 June 2005,
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17 DIRECTORS' & EXECUTIVES' REMUNERATION {cont'd)

if} Options and Rights Holdings

MNarnber of Options held by Specifisd Diractors and Exascutives

Total Tedsl
Cirapied Total Exer- Unexa-
Balanee as Cipticns Ciptions Balance Wastad cizatle Lizable
1.1.08 Raimuseration Exarcizaed iapzed L8058 L8058 L8058 36.05
Farant Exlity Directors
W © W Adarm 2,099,000 - - 2,000,000 1,904,008 1,904,000
W AL Martin 2,999,000 - - 2,000,000 1,904,009 1,904,000
s | D Mary 102000040 - - 16,000,000 10,800,000 10,406,000
R 3 M Venming - - - - - -
W © 3 Eada - - - - - -
I A P Bigum - - - - - -
Specified Executives
s A Capacchi 2,769,000 - - 2,750,000 G516 666 516 666
hér 3 Risos 650,000 - - 654,000 362,500 362,500
hér D Armbry 845,000 845,000 578125 578,125
s & Hagrizor 2,509,000 - - 2,690,000 833323 833,223
W 81 MePhillips 465.000 465.000 293,125 293125
Total 21210004 - - 21,210,000 14,983,749 14,983,749
g} Shareholdings
MNarnber of Shares heic by Parent Endity Diractors and Exacutives
Balanee Rereivad as Options Met Change Balance
1108 Ramusgration Exarvizad Othert a048.08
Farant Exlity Directors
W © W Adarm - - - - -
W AL Martin 30455798 - - - 30455795
s | D Mary HIG,000 - - 5aL, 000 600,000
R 3 M Venming 2547051 - - B 367 678 £.914.699
M & 3 Eade 2688995 - - 1,250,000 3.8485,896
M A P Bigum 3687000 - - 5,120,009 12 877000
Specified Excoutives
s A Capacchi - - - - -
hér 3 Risos B1.103 - - - B1.103
hér D Armbry - - - - -
iz C Harrizon - - - - -
Mz 84 MeFPhillips - - - -
A5 58G90 - O 17307 578  SEA7V.5IT
I _

“Mef Changs Ofher refers to sharas porchazed or soid an-markad during the Snancial year
{h} Remuneration Practices

Tha company's pokey for determining the nature and amount of emalumeains of board membears
and serior 2xecutives of the company i sz billows:-

The remunaration strocture for executive officers, incluting exscutive direciors, iy based on &
number of factors, including length of sarvice, particslar experience of the individual

concemmed, and oversll performance of the company. Tha contracts for servios babwaen the
company snd specified dirsctors snd exacutives are on a conmtinuing basis the tarms of which

are net expacted to change in the immediate filure. Upan ratirament specified sxecutive direclors
and execulives arz paid employes banefit entitlaments aceroed to dafe of retrerment. Spacifisd
axecUtive directors and specifisd execulives gre peid mirgmum statulesy paymants i the avem of
redandancy. Any opdions not exercized 30 days after the date of farmination will lapes.

The group saeks to emphasize paymant for rasais rough providing various seward schames,
specificatly, the incorporation of ncentive paymeants based on the achizvemnent of sales targets.
The objsctive of the reward schemes is 1o both reirdorce the short and leng-term goals of the
compeny and o provide & comman interest babwasn managamenl and sharehoiters,
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SEGMENT REPORTING

Duting the year the aconomio entity operated solely in the telecommurications sector within Austrakia,

Economic Entity

Parent Entity

2045 2004 2005 2004
3 3 b b
RELATED PARTY TRAKSACTIONS
Trangactions with companies or firms in which directors
of the company have an interest are conducted by the
Parent Entity at commercial rales.
Unsecured loan at call by Biotech international Ply Lid
a company refated (o Mr A P Bigum, a director of the
parent company {Noke 10) 80.000 80.000 20,000 80,600
Interest paid or payable at 15% in respect of the above
related parky loan included as an expense (Note 2) 14,507 30,733 14,807 30,733
Facility Fee paid or payable in respect of the above
related party toan included as an expense (Note 2) - 13,781 - 13,791
There were no other refated party transactions during the reporling period ending 30 June, 2005,
Gther fees and remuneration paid to direclors and executive officers are diseiozed in the Report of Directors
and Mote 17,
CONTROLLED ENTITIES
incorporated  Share class Holding
fnvestments in unguoted corporations
weing controllad entities: 2005 2004
Pacars (PNG) Limited Papua Mew Guinea Cwdinary 100% 100%
StratoSonde Ply Lid Agestrakia Ordinary 100% 108%
Beam Communications Ply Lid Agstrakia Ordinary 100% 100%
Telenet Rentals Pty Ltd Austrakia Ordinary 100% LA

Telenet Rentals Pty Ltd was incorporated on 27 June 2605, and did rot trade from thal date fo 30 June 2005.

Business interasts cutside Australia

Pacars (PR Limited Fapia Maw Guinea
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21 EARNINGS PER SHARE

20405 2004
cents cents
Basic sarnings per share {0.78) (0.86)
Diluted eamings per share {071y {0.78)
Weighted average number of ordinary shares used in
the catcuiation of Basic Eamings Per Share 247,265,250 78,834,336
Weighted average nurmber of oplicns outstanding 22,856,000 24 B85,500
Weighted average number of crdinary shares used in
ther catrudation of Diutive Eamings Per Share 270,229,250 203,480 838
Earrings used in the calcuiation of Basic {1,923,358) 1,541,924}
Earrings Per Share
Earrings used in the calcuiation of Dilutive {1,923,358) 1,541,924}
Earrings Per Share
Dilutive Earnings Per Share:
Alf Patentiad Ordinary shares disclosed in
Note 13 {d} are difutive,
Economic Entity Parent Entity
2045 2004 2005 2004
3 3 b b
22 REMUNERATION OF AUDITORS
Rermuneration of the Auditor of the Economic and Parent
Entities for:
- auditing or reviewing the financial report 22,000 - 22,600 -
- registy services - 7 847 - 7.847
22.000 7,847 22,000 7.547
Ramuneration of other member fiim of the Pitcher Parlners
association
- due diligence inquiries 7075 2% 696 7078 28,696
- independent accountants report 20,634 - 20,634 -
- other services 1,400 - 1,400 -
- auditing or reviewing the financial report 3.575 23,288 3,575 23,288
32.684 32,984 32,684 52,8984
54.684 50,831 54,684 80,831

23 EVENTS SUBSEQUENT TG REPORTING DATE

The foliowing significant events have gocurred subsequent to balance date, the financial effects of which have
not baen recognised:

{1 RIGHTS IS5UE SHORTFALL PLACEMENTS
In accongance with the 2005 Rights ssue Prospectus and Listing rule 7.2 Exception 3, the direclons announced the
following Rights lssue shortfall placernents subsequent to balance date:

15 July 2005 - 56,080,301 oinary shares at $0.62 sach fully paid to raise 51,121,606,
26 Adgust 2005 - 21,550,000 ordinary shares at $0.062 each fully paid to raize $431,000,
20 Seplember 2005 - 8,585,000 ordinary shares al $0.02 each fully paid to raise $171,700.

Ordinary shares ssbad as a resulf of these placernents rank par passy in alf respects with fully paid ordinary shares.

{#) PURCHASE OF NEW BUSINESS OPERATIONS
On 12 July 2005, the company anhounced the completion of contracts for the acruisition of two new business
oparations, PGS Communication Systerns and Able Cormmunications: consideration for which is satisfied by the
issue of 54,750,000 ordinary shares at $0.02 per share plus $4,005,000 in cash on a deferred payment basis,
principally derived from the prosesds of the 2005 Rencunceabile Rights issue {refer Note 13)
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23 EVENTS SUBSEQUENT TG REPORTING DATE {continuad}

{#} SALE OF SUBSIDHARY ASSETS
On 30 Seplumber, 2008, the parent company entared into a conditicnal contract for the sate of goodwill,
plant & equipment, intellectual property and contractual rights owned by its subsidiary company, StratoSonde Piy Lid, for
a gst inclusive price of $1,105,500. The proposed purchasers include interests associated with Andrew Martin, a
director of Tele-IP Limied and is subject io sharehoider approval.

{iv) BANK FACILITY
Subseduent to balance date the company has arranged a bank facility of $500,000 wikch is secured by & debenture

aver the Company's assels.



The directors of the company declare that:

1. the financial statements and notes as set out in pages 15 fo 32 are in accordance with the Corporations Act
2001

{a) comply with Accounting Standards and the Corporations Regulations 2001; and
(b} give atrue and fair view of the financial position as at 30 June 2005 and of the performance for the
period ended on that date of the company and economic entity;

2. the Chief Finance Officer has declared that:
{a} the financial records of the company for the financial period have been properdy maintained in
aceordance with section 286 of the Corporafions Act 2001;
(b} the financial statements and notes for the financial period comply with the Accounting Standards; and
{c} the financial statements and notes for the financial period give 8 frue and fair view.

3. in the directors’ opinion, there are reasonable grounds fo believe that the company will be able fo pay its
debts as and when they become due and payable.

This declaration is made in accordance with a resolution of the Board of Directors 30% September, 2005,

V] /%

Dr Colin Adam
Chairman



PiroHER PARTMERS

INDEPENDENT AUDIT REPORT
TO THE MEMBERS OF
TELE-IP LIMITED

Scope

We have audited the financial report of Tele-IP Limited and controlled entities for the financial year ended 30
June 2005 comprising the Directors' Declaration, Statement of Financial Performance, Statement of Financial
Position, Statement of Cash Flows and notes to the financial statements.

The company's directors are responsible for the financial report. We have conducted an independent audit of
this financial report in order to express an opinion on it to the members of the company.

Our audit has been conducted in accordance with Australian Auditing Standards to provide reasonable
assurance whether the financial report is free of material misstatement. Our procedures included examination,
on a test basis, of evidence supporting the amounts and other disclosures in the financial teport, and the
evaluation of accounting policies and significant accounting estimates. These procedures have been
undertaken to form an opinion whether, in all material respects, the financial report is presented fairly in
accordance with Accounting Standards and other mandatory professional reporting requirements in Australia
and Corporations Act 2001so as to present a view which is consistent with our understanding of the
company's financial position and performance as represented by the results of their operations and their cash
flows,

The audit opinion expressed in this report has been formed on the above basis.

Audit Opirion
In our opinion, the financial report of Tele-IP Limited is in accordance with:
{a) the Corporations Act 2001, including;

(i) giving a true and fair view of the company's financial position as at 30 June 2005 and of its
performance for the financial year ended on that date; and

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

)} other mandatory professional requirements in Australia.

oy

PITCHER PARTNERS

M W PRINGLE Melbourne 30 September 2005
Partner



fezstratian Steck Exchianue nformation
As at 23 September 2005

% of
Number Class

KIELARNEY PROPERTIES PTY LTD 148.446,858  21.25%
EL ECTRO MAGNETIC MEASUREMENTS 30,370,265 5.45%

PTY LTD

KEACO CORPORATION PTY LTD 10,875,000 1.85%
VECYIN CORPORATION PTY LTD 0,875,000 1.95%
CLEVER MONEY PTY LTD 4475378 1.70%
THA DON NOMINESS PTY LTD $.44% 902 1.76%
INVESTACOM PTY LTD §.135,414 1.64%
VALUTECH FTY LTD 8,914,508 1.60%
BIOTEC INTERNATIONAL PTY LTD 7441 000 1.33%
ORANGE SUN INVESTMENTSLTD 7,224,951 1.30%
GALVIN DURWARD 5,600,000 1.18%
GEORGE SMITH §,600,000 1.48%
PAUL STOCKER §,500,000 1.18%
STRATFORD BANNER FTY LTD §,500000 1.18%
ERIC TWIRDY §,800.000 1.18%
STOYLE HOLDINGS PTY LTD 5587743 1.062%
BIOTEC INTERNATIONAL PTY LTD 5,425 0006 47%
BELL-ALLEN HOLDINGS PTY LTD 5,000,000 4%
MR JOHN RICHARDS + 4,863,476 BT%
AN DREID 4 862 476 B7%
Top Twenty Total: 281,056 872

Tokal issued; 557 495 511
UNQUOTED OPTIONS

The following directors of the company hold the following opfions:

Colin Adam 2,000,000

Andrew Martin 2,000,000

lan May 0,000,600

in fotal representing 64.7% of the fotal number of 21,646,000 options on issue to 10 holders.

VYOTING RIGHTS

There are 557 488,511 ordinary fully paid shares held by 2,487 members and these are the only class of share currently
issued. The Company's Constitufion provides thaf every member present in person, by proxy by corporate
representative or by appointed attorney shall on the show of hands have one vote. In & poll, the vote is defermined pro-
rata to the amount paid up, if shares are paid up to different amounts,



Substantial Shareholders

Nurber % of
Class
Kittarney Propertiss Pty Eid 118,446 658 21.25%
Elecho Magnetic Measurements
Ply 14d 30,370,265 545%
Directors' Interests
Shares Options
A G M Adam - 2300,000
Bdr A L Mastine 30,455,795 2,000,000
b | O May 500,000 0,000 000
Bdr M B Venming 8,914 509 -
M G J Eade 3,948.9%
Bidr A P Bigum 12,877,000
Distribution of Shares
Size of Holdings Number of Nugrber of %
Hoiders Shares
11,000 348 181,422 3
1,061 - 5,000 605 1,732,559 i
5001 - 16,000 166 3,019,385 54
16,601 - 160,000 744 30,916,008 555
100,001 and Ovar 424 521649157 9357
Total 2487 557 468,511 10000

HOLDERS OF LESS THAN A MARKETABLE PARCEL OF QUOTED ORDINARY SHARES
Number of Holders U of Total Hoiders Nurmber of Shares % of Totad Quoted Shares

1588 B3.77% 9317538 157%



