ABN 38 002 679 469

Annual Financial Report

for the year ended 30 June 2005



Duihunty Power Limited - Annual Report

Corporate Information

ABN 38 002 679 469

Directors

Alred J. Chown {Managing Director)
Philip Duthunty (Non-Executive Ehrector)
Marcus Everard (Non-Executrve Ehrector)
Richard Llewelyn (Non-Executive Director)

Alternate Directors

Brian €. Mathiesen (alternate to Alfred J.Chown)
Peter W. Bullunty (alternate to Philip Dulhunty)
Paul Grotowski (ahternate to Marcus Everard)

Company Secretary
Gregory R, Knoke

Registered Office
T Byfield Street
MACQUARIE PARK NSW 2113

Bankers

Australia and New Zealand Banking Group Limited
26 Martin Place

SYDNEY NSW 26000

Share Register

Computershare lnvestor Services Pty Lid
Level 3, 6 Carrington Street

Swydney NSW 20064

Telephone:- {02 8234 5044

Facsimile:- (323 8234 5145

Auditors

Gould Ralph & Company
Chartered Accountants
Level 42, AAP Centre
238 George Street
SYDNEY NSW 2000

National Australia Bank Limited
NAB House, 255 George Street
SYDNEY NSW 2000



Buthunty Power Limited - Annual Report

Contents

Directors Report

Statement of Financial Performance
Statement of Financial Position
Statement of Cash Flows

Directors' Declaration

Independent audit report

ASX Additional Information

Corporate Governance Statement

11
12
13
51
52
53
55



_____________________________________________________________|
Duthunty Power Limited - Annual Report

Directors Report

Your Directors submit thelr report for the year ended 36 June 20065

DIRECTORS

The names and details of the Company's Directors in office during the financial year and unti] the date of thig report are as follows.
Directors were in office for this entire period unless otherwise stated.

Names, qualifications, experience and special responsibilities

Alred J. Chown, B.Econ (Age 44 (Managing Director) Appointed 4th huly 1997,

Born tn 1964, Mr. Chown is an Australian citizen, married and resident in Hong Kong. Founding Partner of E.L Consult Hong Kong Lid
{"E.L Conselt"}y and Dulhunty Engineering Limited, he has been involved in commercial activities in China since 1983, Following the
cstablishment of E.L Consult’s Hong Kong office in FIRY, Mr. Chown has been active in human resource issues throughout Asia. With
Bulhunty Engincering Limited, he was among the first westerners to enter the PRCO electricity fittings industry. EL Consult 18 an
executive recrwitment firm with offices in Hong Kong, Singapore, Shanghai Beijing and Shenzhen, with affiltates in most refated major
centres. Mr Chown holds a Bachelor of Economics Degree from Monash University, and s a former Chairman of the Australian
Chamber of Commerce tn Hong Kong. He hag travelied extengively in the Asian region and is well connected with regional buginess
leaders over a range of indusiries. Mr Chown is also a member of the Remumeration Committee, Nomination Comunittee and Audit
Commitltae.

Philip W. Duthunty OAM (Age 813 {Non-Executive Director) Appointed 317 March 2003,

Founder of Dulhunty Power (Australia) Pry Lid, importers, exporters and distributors of clectrical power fransmission equipment.
Honorary Life Member and distinguished member of the international electrical transmission mdustry body, CIGRE and Honorary Life
Sentor member of IEEE. Holder of Centenary Medal for Conmribution to Awstraltan Industry.  Mr Dulbunty is a2 member of the
Remuneration Committee and Nomination Committee.

Marcus Everard { Aged 46) (Non-Executive Director) Appotnted 317 March 2003

Born June 1959, educated at Oundle School and Brasenose Colege, Oxford, MA Hons Chemistry, 1982, Employed by Credit Suisse
First Boston (CSFB) from 1982 until 2001, mainly covering fixed Income, Derivatives and Investment Banking, n 1999 moved to Hong
Kong and since teaving CSFB he has butlt up a portfolio of business interests and directorships in compantes operating in Taiwan, Hong
Kong and Beijing. Mr Everard i a member of the Audit Committee.

Richard Llewellyn, {Apged 543 (Non-Executive Director) Appointed 280 September 2005,

Company Director with 35 vears experience in many senior marketing and management roles primarily in the financial services and
IT&T sectors. CEG of an Australian I'T company that grew 10 fold in five vears. Vice president and member of the Executive Commiitee
of a NYSE hsted IT&T company. Over the past fifteen years involved in managing numerous corporate advisory and funding projects
with a total value in excess of $A1 billion. National judge Telstra Small Business Awards. Founding member of the AICD and Fellow of
AIM. Drrector and founder of Nextec Strategic Capital,

Brian C. Mathiesen, NZCE Electronics (Age 60} { Alternate Director to Alfred J. Chown) Appointed I December 20013

After more than twelve years service in the Royal NZ Navy where Mr Mathiesen attained the vank of Warrant Officer, he was appointed
head sales engineer with Dulmison NZ Limited and was responsible for introducing preformed fittings into the NZ market. Mr
Mathiesen was appointed General Manager of Dulmison NZ in 1976 and eventually General Manager of Dulmison UK from 1989 until
1946, Mr Mathtesen was a founder of Dulhunty Power (NZ) Limited and is currently General Manager of Dulhunty Power (NZ) Limited
and International Sales Director for the Dulhunty Power Group.

Peter Dulkeunty, Ceri Mech Eng (Marketing) (Age 50) (Alernate Dirvector to Philip Dulhunty) Appointed 1 March 2004

Peter Dulbhunty has extensive experience in the industry of over 38 vears, having previously worked with the Dulmison Group of
companies and most recently assisted in the foundation of Duthunty Power (Australia) Pty Limited. Peter is a member of LE.C. and 1 the
Bulhunty Power representative on CIGRE, holding numerous positions of imporiance with thig body.

Paul Grotowski (Aged 37} (Alternate Director to Marcus Everard) Appointed 260 July 2005

Born October 1967, gradusted from Australian Natlonal University with a Bachelor of Economics and a Bachelor of Arts {Asian
Studies). Over 1 vears investment banking experience with Credit Sutsse First Boston {CSFB) and Merritl Lynch, primarily working in
Tokyo, Hong Kong and London covering fixed income and foreign exchange. Currently based in Hong Kong with a Tocug on private
cquity Asian investment opporfunities.

Tan C. Worner, B.Com (Age 67) (Non-Executive Director) Appointad 21 April 1998 — resined 307 June 2005,

Mr. lan Worner has an international record of achievement i planning and implementing major profit enhancement projects and
in-depth experience in implementing mergers and acquisttions. Mr Worner retired from the AMP Society in 1995 after 40 years gervice,
during which he held a vanety of senior executive, investment and management roles in Australia, NZ, and the UK
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Directors Report (continued)

COMPANY SECRETARY

Mr Gregory R. Knoke, B. Comm, CA {Age 52) was appointed to the position of company secretary on 36% April 2003, He is a Director
of Cogenic Pty Limited and Dulbunty Yangzhou Line Fittings Co. Limited. Mr Kaoke wag a director of Dulhunty Power Linvited from
May 2000 untif 30 April 2003, restgned upon acceptance of the position of CFG. Born in 1952, educated at University of NSW and
graduated in 1973 with major in accountancy, be holds a Bachelor of Commaerce degree with merit. Mr Knoke 18 a Chartered Accountant
and Assoctate member of the Institute of Chartered Accountants in Australia since 1979, an affiliate member of Chartered Secretaries of
Australia and member of the Australia China Business Council Business consuhant and advisor, with extenstve work experience
throughout Asia and Europe, Mr Knoke spent 13 years tn Hong Kong as Asgian Group Financial Controller and Director for BIL Asia
Holdings Limited and subsidtaries of the Brierley Investments Limited Group. Ex-officio president of the Australian Assoctation of Hong
Kong and ex~ governor of the Australian International School in Hong Kong,

NATURE OF OPERATIONS AND PRINCIPAL ACTIVITIES

The principal activitics during the year of entities within the economic entity were:
- the manufacture and sale of electricity transmission and distribution products and services, anchor systems and foundry products.
- development of enerey generation technology

During the year Duthunty Power Thailand Limited commenced production and sale both locally and overseas of electricity wansmission
and distribution products.

There were no significant changes in the nature of the activities of the consolidated entity during the year.

Tha consolidated entities objectives and targets to achieve these for the 2006 financial year and beyond are:
«  Continue 1o grow market share for existing business and increase revenue and operating activities by 20% per annum
v Continue to develop sales globally and in particular to tender for new business on an international fevel and to win a majority of
tenders entered
Develop new agencies for emerging technologies and product groups and to expand on current successful agencies
Launch the new Dulhunty Power catalogue and continue fo increase product range therein
Expand manufacturing bage in Thattand
Consider strategic alliances in development of the Dulhunty Power Groups energy gencration technology
Capital raising with main aim to increase growth through acquisition
Retention of key executives and employees

REVIEW AND RESULTS OF OPERATIONS

Whilst it 8 not apparent in the reported results, Dulhunty Power Limited (DUL} is a markedly improved company from that which
reported last year. The company now has a full line of products to meat all needs of the transmission and distribution market and product
sales and references to ensure acceptapce from the most discerning of customers. The company has won tenders for many different
product types and categories in Moroceo, USA, Tanzania, Peru, Sandt Arabia, Australia, China, New Zealand, Thailand, Hong Kong,
Malaysia, Pactfic lslands, and New Guinea — an amazing feat given the fact that 12 months ago it only had a couple of markets and three
to four core products.

The company had another profitable vear at operating group level, with the DEL Group, which comprises Dulhunty Power's core
operations tn Australia, New Zealand, China, Thailand and Hong Kong, reporting an EBIT return of $390,704 and $198,977 profit afier
tax and after goodwill amortization of $197,119. The DEL Board of Directors declared a dividend payable for the first ime this vear, of
which DUL will receive $87,449 or 68.42%.

The Dulbunty Power Limited consobidated results show a loss after tax and minority interests of 8377096, These results are impacted by
the following stgnificant events:

Due to continuing uncertainty over the future economic benefits of the Cogenic Series 245 distributed generation units under
development by Cogenic Pty Limited (Cogenic) and the failure of Cogenic to complete the development and testing of the unit at this
time, the Board of Directors of DUL have re-assessed the valuation based on recoverability and resolved to write down the valuation of
intelicctual property against reserves and $113,63% against profit. Consistent with this decision the Drirectors have also written off the
value of the inventory in Cogenic, resulting in a further loss of $380,023. Nevertheless, Directors are conunitted to seck a profitable
refurn on this investment and will continue to endeavowr to bring the Series 245 units to completion and market. The value of the paremt
entity interest in group equity has decreased due to the above write downs and the resulbtant effect on reserves.

The converston of convertible notes into equity in Dulhunty Engineering Limited, as previously announced, removed 852,714 of debt
from the subsidiary balance sheet and significantly reduced ongoing interest costs. However the impact of the new equity in DEL wmsued
0 minorily irerests on comversion of the convertible notes in DEL has also resulted in a decline in parent entily interest in the DEL
operating group from 68.42% to 50%0.
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Directors Report (continued)

REVIEW AND RESULTS OF OPERATIONS (Cont’d)}

ft is the intention of the board to seek “DEL Vendor™ acceptance to convert the interest bearing portion of the DEL Vendor Loan recorded
as debt lability tn the Statement of Financial Position of DUL, currently amounting to $886,051 inclugive of interest, into shares in DUL
before December this year. This will significantly reduce overall parent entity debt. Such conversion is subject not only to acceptance by
the DEL Vendors but also approval by sharcholders. Should conversion of vendor debt proceed, it will have a markedly positive impact
on the balance sheet of the company.

Structuratly therefore by 30 December 2003, it is the abm of the Board to have an extremely clean, virtually debt free company witha
sobid manufactuning base in low cost labour countries, producing first world products sold globatly by a first world brand. Sucha
company would be poised to take advantage of a global market upswing for transmission and distribution products. The upswing in
demand has been brought on by increased energy demands and prior lack of investment in this sector now resulling in bottlenecks in both
developed and undeveloped markets.

To truly capitalize the company s positioning and solid foundations that have been lawd, it is the intention of the Board to pursue
acquisitions m the electric power transmission and distribution sector that will enable the company to quickly access a greatly improved
top Hne revenue stream and garner cconomies of scale from the existing underutilized manufacturing capacity of the company.

To this end, the Board welcomes the appointment of Mr Richard Llswellyn as independent Director. The Board is also seeking to appoint
Mr. Martin Thomas as the new Chairman of the company and expects Mr Thomas will take up the role in October 2005, Mr. Thomas, a
former Chairman of Energy Australia, and Mr. Llewellvn, a highly successful boutique investment banker, bring to the Board great depth
not only in a general business sense but also in the endeavour of acquisition identification and implementation, a quest upon which
Dulhunty Power 18 about 1o embark.

Whilst on the subject of acquisition and although the outlook is bright, the fact remains that Dulhunty Power is a very small business. {f
the first phase of the company’s development was to restructure the business operations under the Australian operation, develop a fudl
range of products and gain imernational product and brand acceptance — tasks the Board believes can be ticked off as being substantially
achieved, the next phase is 1o take advantage of being a Hsted company to raise funds and build rapid growth via acquisition using the
strong foundations now in place. The Board is fully aware that the markat will only support success and on the face of it, the 2004/05
results do not fully reflect the success 1o date. However, f the aim of an annual report 18 to inform the market, then # would be very
remiss of the Board to let the results be taken at face value. The company has made grear advances and now needs scale to generate the
resulis requived to satisty the shareholders of a hsted entity.

The Board has made some ruthless decisions in writing off assets and cleaning up the balance sheet that negatively affect this year's
results. It has done this so that going forward the information to be provided to prospective investors will be very straight forward and
cagy to understand, in short transparent, and thus in keeping with the Board’s desire for good governance and the company’s culture of
bemng a pragmatic, down-to-garth business — producing solid, reliable yat innovative products for the most mmportant sector of any
geonomy.

Having purposely extended the time as acting Chairman in order {0 get the company i1 2 position that a new independent Chairman can
take it forward quickly and with confidence, T would like to thank the Board for its support and will happily hand over the role to Mr.

Martin Thomas who { greatly look forward to supporting in achieving the objectives mentioned above.

The Board as a whole looks forward to a challenging year ahead that will reward the patience of investors in the company and daliver on
the potential of the company.

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

Other than ag disclosed elsewhere in this fimancial report, no stgnificant changes in the state of affairs of the company occurred during the
year,

DIVIDENDS

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

NON-AUDIT SERVICES

During the year Gould Ralph & Company, the Company’s audior, has performed certatn other services in addition to their statutory
chutics.

The board has considered the non-audit services provided during the year by the auditor and tn accordance with written advice provided
by resolution of the audit commitice, s satisfied that the provision of those non-audit services during the year by the auditor s compatibie
with, and did not compromise, the auditor independence requiremants of the Comorations Act 2601 for the following reasons:
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Directors Report (continued)

NON-AUDIT SERVICES (Cont’d)

+  afl non-audit services were subject to the corporate governance procedures adopted by the Company and have been reviewed by the
audit commiltee 1o ensure they do not impact the integrity and objectivity of the auditor; and the non-audit services provided do not
undermine the general principles relating {o awditor independence as set out in Professional Seatement FI Professional
independence, as they did not involve reviewing or auditing the auditor’s own work, acting in a management or decision making
capacily for the Company, acting ag an advocate for the Company or jointly sharing rigks and rewards.

Details of the amounts paid to the auditor of the Company, Gould Ralph & Company. for audit and non-audit services provided during,
the year are sot out in note 28 to the financial statements. In addition, amownis paid to other auditors for the statutory audit have been
disclosed in that note.

A copy of the auditors’ independence declaration as required under Section 3070 of the Corporations Act is included tn the Directors’
report.

EVENTS SUBSEQUENT TO REPORTING DATE

For reporting periods beginning on or after T July 2005, the consolidated entity must comply with Australian eguivalents to International
Financial Reporting Standards (ALFRSY as issued by the Australian Accounting Standards Board. The implementation plan and potential
impact of adopting AIFRS are detailed in Note 33 to the financial statements.

Other than as detailed above, there has not arigen in the interval between the end of the financial year and the date of this report any item,
transaction or event of a material and unusual nature likely, in the opinion of the directors of the Comparny, fo affect significantly the
operations of the consohidated entity, the results of those operations, or the state of affairs of the consolidated entity, in future financial
years.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS
The economic entity expects 1o maintain the present status and level of operations and hence there are no likely developments in the
entity's operations.

ENVIRONMENTAL REGULATION AND PERFORMANCE

The company's operationg are not regulated by any significant environmental regulation under a law of the Commonwealth or of 4 State
or Femitory.

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFICERS

Indemnification

On 23 August 2003 and 21 September 2003, the Company entered into Deeds of Indemnity and Access with persons who are an Officer
or Director of the Company or a related body corporate, indemmifying such persons against a Hability incurred by them in their capacity
as an Officer or Director, including costs and expenses of defending tegal proceedings and providing them with access {0 company
records where & claim i made or threatened against such Officer or Director.

Insurance Premiums

The Company has not, during or since the end of the financial year, in respect of any person who s of hag been an officer or auditor of
the Company or a related body corporate paid or agreed to pay a premiwm in respect of a contract insuring against a lability for costs or
expenses of defending legal proceedings.

The Company has paid insurance premivms in respect of Directors’ and Officers’ lability and legal expense msurance for Directors and
Officers of the Company. In accordance with subsection 39} of the Corporations Act 2001, further details have not been disclosed due
to confidentiality provisions contained in the msurance contract.

PROCEEDINGS ON BEHALYF OF THE COMPANY
No person has applied for leave of Court to bring proceedings on behalf of the company or intervene in any proceedings to which the
company 18 a parly for the purpose of taking responsibility on behalf of the company for sl or any part of those proceedings.

The company was not a party to any such proceedings during the year.
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Directors Report (continued)

EMPLOYEES
The sconomic entity employed 113 employees as at 30 June 2005 {2004: 112 employees).

REMUNERATION REPORT
The remuneration report is scf owt on page 1) and forms part of the directors” report for the financial year ended 30 hune 2005,
DIRECTORS' MEETINGS

The numbers of mectings of Directors (including meetings of Connnittecs of Directorsy held during the year and the number of meetings
attended by each director were as follows:

Meeting of | Meetings of the | Meetings of| Meeting of the
the Board of | Remuneration | the Audit Nomination
Directors’ Committee | Committee | Committee
Number of meetings held: 5 2 2 2
Number of meetings attended:
Alfred ). Chown ) 2 2 2
fan C. Worner, resigned 28 June 2003 5 2z
Marcus Everard 4
Philip Duthunty 5 2z
Brian Mathiesen, as Alternate Director to Alfred ) Chown -
Peter W. Duthunty, appointed | March 2005 as Alternate Director to
Philip Duthunty -

Committee membership

Ag at the date of this report, the members of the Andit Committee are Mr Alfred J Chown (Acting Chairman), Mr Marcus Everard and
Mr Richard Llewelyn; members of the Remuneration Committee are Mr. Alfred Chown , Mr. Philip Dulhunty and Mr. Jack Roughan,
CEO of the DEL group; and members of the Nomination Commitiee are Mr Alfred Chown and My Philip Duthunty.

INTERESTS IN THE SHARES AND OPTIONS OF THE COMPANY AND RELATED BODIES
CORPORATE

The relevant interest of each director in the shares, and options over such mstnuments, issued by the compames within the
consolidated entity and other related bodies corporate, as notified by the directors to the Australian Stock Exchange in
accordance with S205G{ 1) of the Corporations Act 2001, at the date of thig report is as follows:

Duthunty
Bulbunty Power Lid Engineering Ltd
Ordinary Shares Options Ordinary Shares
Alfred ). Chown %,134,667 100,060 46,927
Philip W Dulhunty - | 00,000 -
Marcug Everard 2,600,000 100,000 1,032,311

Richard Liewelyn - - -
Paul Grotowski - - -
Peter Dulhunty 6,000,000 160,826 -
Brian Mathiesen T8G,37H {50,008 -

CORPORATE GOVERNANCE

In recognising the need for the highest standards of corporate behaviow and accountability, the Directors of the Company
support and have adhered to the principles of corporate governance. The Company's corporale governance principles are
contained in the Corporate Governance Statement.
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Directors Report (continued)

CHIEF EXECUTIVE OFFICER AND CHIEY FINANCIAL OFFICER DECLARATIONS

The chief executive officer and the chief financial officer declared in writing to the board that the financial records of the
Company for the financial year have been properly maintaived, the Company’s fisancial reports for the year ended 30 June
2005 comply with accounting standards and present a true and fair view of the Company’s fimancial condition and operational
results. This statement is required annuably.

AUDITOR’S INDEPENDENCE DECLARATION

The lead auditor’s independence declaration under Section 307C of the Corporations Act 2007 is set out on page 9 and forms
part of the Director’s Report for the year ended 34 June 2005,

Signed i accordance with a resolution of the Directors.

Alred Chown
Managing Director

Hong Kong, 29 September 2005
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The Board of Directors 29 September 2005
Dulhunty Power Limited

T Byfield Street

MACQUARIE PARK NSW 2113

Dear Members of the Board

LEAD AUDITOR'S INDEPENDENCE DECLARATION
UNDER SECTION 387C OF THE CORPORATIONS ACT 2840t

In relation to our audit of the financial report of Dulhunty Power Limited for the year ended 30 June 2005, and in accordance with the
provisions of the Corporations Act 2001,

We declare that, to the best of our knowledge and belief, there have been:
»  No confraventions of the avditor independence requirements of the Corporations Act 2001 in relation to this audi;

*  No contraventions of the Code of Professional Conduct of the Institute of Chartered Accountants in Australia in refation to this
audit,

Yours faithiully
GOULD RALPH & COMPANY

GREGORY ¢ RALPH M.Com., F.CA.
Partner

Liability fimited by a scheme approved under Professtonal Standards Legislation
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Remuneration Report

The Remuneration Commitiee of the Board of Directors is responsible for determining and reviewing compensation arrangements for the
directors, the chiel executive officer and the executive team. Remuneration levels are set 1o attract and retain appropriately qualified and
experienced Dirgctors and senior executives. The Remuneration Committee obtzing independent advice on the appropriateness of
remuneration packages, given trends in comparative companies both locally and internationally. The Remuneration Committee also
assesses the approprismtencss of the nature and amount of emoluments of such officers on a periodic basis by reference fo relevant
amployment market conditions with the overall objective of ensuring maximum stakeholder benefit from the retention of a high quality
Board and executive team. Such officers are given the opportunity to receive thelr base cmolwment in 2 variety of forms including cash and
fringe benefits such as motor vehicles. It is intended that the manner of payment chosen will be optimal for the recipient without creating
untelue cost for the company.

Executive remuncration packages include a mix of fixed remuneration and performance based remuneration.

Fixed Remuneration

Fixed remuneration consists of base remuneration as well ax employer contributions to superannuation funds. Remuneration levels are
reviewed annually by the Remuneration Committee through a process that considers individual, segment and overall performance of the
consolidated and operating entity. A sentor executive’s remuneration is algo reviewed on promotion.

Performance — linked Remuneration

The Remuneration Committes Hiks the nature and amount of each directors’ and executives’ emoluments to the company’s financial and
operational performance. All sentor executives have the opportunity to qualify for participation in the Employee Bonus Plan, which
cutrently provides incentives where specified eriterta are met including criteria relating to profitability.

Performance linked remuneration includes both ghort term and long ferm incentives and ix designed o reward executive directors and
senior executives for meeting or exceeding financial and personal objectives. The short term incentive 5 an at risk bonus provided in the
form of cash, and is based on the relevant operating subsidiaries’ resulis and on achieving a preset target. The long term incentive is
provided as options over ordinary shares of Dulhunty Power Limited under the reles of the Dulhunty Power Employee Share Option Plan.

Short term incentive bonus

Each half year the remuneration conunities sets the key performance idicators, which generally include measures relating to the operating
group, the relevant segment and the individual, and are based on financial, customer and stralegy measures. The measures divectly align the
reward to the key performarnce indicators and the operating group performance. The financial performance objectives are operating group
turnover and gross margin and profit after tax compared to budgeted amounts on a regional and consolidated basis. The non financial
objectives vary with posttion and responsibility and include measures such as achieving strategic outcomes, safety and business
development.

The remuneration commiitec approves the cash incentive to be paid to the individuals.

Long term incentive

Options are issued under the Dubhunty Power Employee Share Option Plan (made in accordance with thresholds set i plang approved by
sharcholders at the 2003 AGM), and it provides for directors, exccutives and employees 10 receive options in total Himited 1o 5% of the
izsued ordinary capttal and exercigable strictly under the terms of the Plan.

The Board considers that the above remuneration structure 18 generating the desired resubt. The evidence for this s firstly the sustamed
growih in turnover, and secondly, the performance lnked element appears to be appropriste because the executives achieve a level of
performance which gualifies them for bonuses.

The remuneration Tor all non executive directors, last voted upon by sharcholders at the 1999 AGM, 13 not to exceed $130,044) per annum.
Directors base fees are presently up to $20,000. Directors receive additional cash benefit of 52,500 for participation and attendance at audit
and remuneration commitlees.

Details of the nature and amount of each element of the emoluwment of each director of the company and each of the executive officers of

the company and the consolidated entity recetving the highest emolument for the financial year are disclosed in note 29 of the financial
report.
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Statement of Financial Performance

YEAR ENDED 30 JUNE 2005 Notes

Sales revenue

Other revenues from ordinary activities

Total revenues from ordinary activities z
Cost of sales 3
Marketing expenses

Occupancy expenses

Admintstrative expenses

Botrowing costs expensed 3{a)
Other expenses from ordimary activilies 3{c)

LOSS FROM ORDINARY ACTIVITIES
BEFORE INCOME TAX EXPENSE

INCOME TAX EXPENSE RELATING TO
ORDBINARY ACTIVITIES 4

LOSS FROM ORDINARY ACTIVITIES AFTER
INCOME TAX EXPENSE

NET LOSS

NET PROFIT ATTRIBUTABLE TO OUTSIDE
EQUITY INTEREST 2z

NET LOSS ATTRIBUTABLE TO MEMBERS OF
DLULHUNTY POWER LIMITED 26{c)

Non-owner transaction chanpges in equity
Net increased{decrease) in asset revaluation reserve —

fair value adjustment 26(a)
Net mereased{decrease) in foreign currency transiation
reserve 20(b}

TOTAL REVENUES, EXPENSES AND
VALUATION ADJUSTMENTS ATTRIBUTABLE
TO MEMBERS OF DULEBUNTY POWER
LIMITED AND RECOGNISED BIRECTLY IN
EQUITY

TOTAL CHANGES IN EQUITY OTHER THAN
THOSE RESULTING FROM TRANSACTIONS
WITH OWNERS AS OWNERS ATTRIBUTABLE
TO MEMBERS OF DULBUNTY POWER
LIMITED

Basic earnings per share {cents per share) 27

DULHUNTY POWER
ECONOMIC ENTITY LIMITED
2005 2004 2605 2004
8 % 8 %
9,504,984 9,473,957 . -
262,930 180 351 221,538 53,573
9,16'1,934 9,663,308 221,538 53,573
(5,943,164) (6,452,373 . -
{68,150) {94,515) .
(202,446) {172,3663 {21,835}
(1,989,896) (1,764,204} (112,268) (214,839}
(233,299 {208,704) (106,778) {92,455
(1,712,558) (1,273,371} (959,923 {13,662}
(433,559 (302,231} (957,430 (287.218)
{89,286) {16,553} -
(322,84%) (318,784 (957,431) (287.218)
(522,84%) (318,784 (957,431) (287.218)
(34,254) {46,937} -
(371,009 (365,721} (957,431 (287.218)
(1,388,927 - (1,332,354) (45,2183
(9,800 (373,913} .
(1,398,727 (373,913} (1,332,354) {45218}
(1,975,826) (939,634 (2,289,783 {332.436)
(0.99) (0.63

The Statement of Financial Performance is to be read in conjunction with the Notes 1o the Financial Statements.
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Statement of Financial Position

AT 38 JUNE 2085

CURRENT ASSETS

Cash assets

Receivables

Inventories

Orther

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Receivables

Other financial assets

Property, plant and equipment
Intangible assets

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES
Payables

Interest-bearing lHabilities

Current tax liabilities

Provisions

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABH.ITIES
Payables

nterest-bearing labilities
Provisions

TOTAL NON-CURRENT LIABILITIES

TOTAL LIABILITIES
NET ASSETS

EQUITY
Parent entity interest

Contributed eqguity

Reserves

Accumulated losses
‘Total parent entity interest in equity
Total outside equity interest
TOTAL EGUITY

Nofes

&

il
i2

i3
is

i6
i8

19
20
ke

22

PULHUNTY POWER
ECONOMIC ENTITY LIMITED
2065 2004 2005 2004

$ b b3 b
321,860 665,027 917 5,126
2,689,354 2,647,199 91,172 964,793
1,979,117 2,013,396 . .
110,908 203,354 14,676 .
5,181,179 5,830,976 106,765 969,921
- . 2,977,357 2.977.357
90,000 90,000 139,126 1,471,480
1,001,195 961,987 2,539 1R16
2,435,941 4,201,855 . .
3,527,136 5.253.812 3,119,022 4,452,653
8,628,313 11,084,788 3,225,787 5,422,574
2,613,627 3,035,499 502,804 393,807
1,321,960 1,002,625 198,826 144,414
42,297 50,444 . .
120,238 87,882 . .
4,098,062 4,266,450 701,634 538,221
328,127 362,161 328,127 362,161
1,106,753 2,203,243 820,464 877,153
4,904 . . .
1,439,784 2,565,404 1,148,591 1,239314
5,537,846 6,831,854 1,850,221 1,777,535
3,000,469 4,252,934 1,375,566 1,645,039
6,054,101 6,033,789 6,054,101 6,033,789
(734,356) 644,771 48,804 1,381,158
(4,825,29%) (4248,196) (4,721,339 (3,769,908}
494,450 2,430,364 1,313,566 1,645,039
2,596,019 1,822,570 . .
3,000,469 4,252,934 1,375,566 1,645,039

The Statement of Financial Position is to be read in conjunction with the Notes to the Financial Staternents.
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Buthunty Power Limited - Annual Report

Statement of Cash Flows

YEAR ENDED 30 JUNE 2805

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers

Payments to supplicrs and employees

Interest received

Bortowing costs

lncome tax paid

NET CASH FLOWS FROMALISED INY OPERATING
ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of property, plant and equipment
Purchase of property, plant and equipment

Proceeds from sale of investments

Advances to related parties

NET CASH FLOWS FROMALISED INY INVESTING
ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issues of ordinary shares

Proceeds from borrowings — other

Repayments of borrowings — other

NET CASH FLOWS FROMALISED IN) FINANCING
ACTIVITIES

NET INCREASE/ADECREASE) IN CASH HELD
Add cash at the beginning of the vear

Effects of exchange rate fluctuations on the balances of
cash held in foreign currencies

CLOSING CASH CARRIED FORWARD

Notes

23(a}

2HEY

DULHUNTY POWER

ECONOMIC ENTITY LIMITED
2005 2004 2005 2004

$ S b3 $
11,690,175 $,530,528 12,500 17,429
(11,544,583) (3,281,947 (169,031) (314,207
4,622 2,187 133 58
(117,347 (118,726} (16,426) (6,810
(127,513) (127,077} - -
(94,646) 4,965 (171,824) (303,530
27,560 27,669 - .
(358,678) (290,273} . (755)
- 10 ; .
(18311 - 93,800 104,922
(469421) (261,794) 93,890 104,167
- . 20,313 .
45,715 - . (18)
(74,820 (255,093} - -
(29,10%) (255,093} 20,313 (18)
(533,172) (511,922 (58,621) (199,381}
(173,642) 352,906 (139,288) 60,093
(24,45%) (14,626) ; -
(731,269) (173,642} (197,909) (139,288)

The Staterment of Cash Flows {3 to be read in conjunction with the Notes to the Financial $tatements
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Duthunty Power Limited - Annual Report

Notes to the Financial Statements

30 JUNE 2005

. STATEMENYT OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies which have been adopied in the preparation of thig financial report are:

{a} Basis of preparation

The financtal report 18 a general purpose financial report and that has been prepared in accordance with the requirements of the
Corporations Act 2001 which mncludes applicable Accounting Standards, Uirgent Issues Group Consensus Views, and other mandatory
professional reporting requirements.

The financial report has been prepared in accordance with the historical cost convention and except where stated, does not take into
account changing money values or fair values of non current assets.

{b} Changes in accounting policies
The accounting policies adopted are consistent with those of the previous year.

{¢} Principles of consolidation
The consolidated financial statements are those of the consolidated entity, comprising Dulhunty Power Limited {the parent entity) and all
entities which Dulhunty Power Limited controlied from fime to time during the vear and at balance date.

Information from the financial statements of controlied entities i included from the date the parent company obtaing controf until such
time as control ceases. Where there is loss of control of a controlled entity, the consolidated financial staterments include the resulls for
the part of the reporting period during which the parent company had control.

Controlled entity acquisitions are accownted for using the purchase method of accounting.

The financial statements of controlled entities are prepared for the same reporting period as the parant entity, using consistent accounting,
policies. Adjustments are made to bring into line any dissimilar accounting policies which may exist.

All intercompany balances and transactions, including unrealised profits ariting from intra-group transactions, have been eliminated in
full. Linrcalised losses are eliminated in the same way as unrealized gains, unless costs cannot be recovered.

Changes 1 ownership interest - New issue of capital by controlled entity

When a controlied entity makes a new issue of capital and the consolidated entity’s percentage ownership changes, the share of retained
profits and reserves is attributed to the Company and outside equity interest reflecting the new ownership interest. The adjustment is not
reflected in net profit but as & divect adjustment to the specific squity accounts.

{d} Foreign currencies

Translation of foreign currency fransactions
Transactions in foreign currencies of entities within the consolidated entity are converted to local currency at the rate of exchange ruling
at the date of the transaction.

Foreign currency monetary tfems that are outstanding at the reporting date (other than monetary Hems ariging under foreign currency
contracts where the exchange rate for that monetary iem 18 fixed in the contract) are translated using the spot rate at the end of the
financial year.

A monetary item arising under a foreign currency contract outstanding at the reporting date where the exchange rate for the monetary
item is fixed in the confract is translated at the exchange rate fixed in the contract. Except for certain specific hedges, all resulting
exchange differences artsing on settlement or re-statetnent are recognised as revenues and expenses for the financial year. Any gaing or
costs on entering a hedge are deferred and amortised over the life of the contract.

Specific hedges

Where a purchase or sale is specifically hedged, exchange gains or losses on the hedging fransaction arising up to the date of purchase or
sale and costs, premiums and discounts relative to the hedging transaction are deferred and included in the measurement of the purchase
or sale. Exchange gains and losses ariging on the hedge transaction after that date are taken to the Statement of Financial Performance.

14
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Duthunty Power Limited - Annual Report

Notes continued

30 JUNE 2005

{d} Fereign currencies (Cont’d)

Hedges of foreign aperaiions

Exchange differences relating to foreign cwrency monetary items forming part of the net investment in a seH-sustaining foreign
operation, together with hedges of such monetary ttems and related tax effects, are transferred to the foreign currency translation reserve
on meorporation of the foreign operation's financial report into the Ainancial report of Dulhunty Power Limtted.

Transtation of financial reports of overseas operations

Al overseas operations are deemed seH-sustaining as each is financially and operationally independent of Dulhunty Power Limited. The
assets and liabilities of foreign operations, including controtled entitles, are translated at the rates of exchange ruling at balance date.
Equity items are translated at historical rates. The statements of financial performance are translated at a weighted average rate for the
year. Exchange differences arising on translation are taken divectly to the foreign currency transiation reserve until the disposal, or partial
disposal, of the operations.

{e¢} Cash and cash equivalents

Cash on hand and in banks and shori-term deposits are stated at nominal value.

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

Bank overdrafis are carried at the principal amount. Inferest is charged as an expense as it acerues.

{f} Recebvables
Trade receivables are recognised and carried at original invoice amount less a provigion for any uncollectable debts. An estimate for
doubtiul debis ts made when collection of the full amount & no longer probable. Bad debts are written-off a8 incurred.

Recervables from related parties are recognised and carried at the nominal amount due. Interest is taken up a8 mcome on an accrual
basis.

{#} Investments
Listed Shares
Ligted shares held available Tor sale are carmmied af net market value.

Investment and Development Capital Invesoments
The Company's investment in developing companies using new or mnovative technology are stated at fair value. The carrying value of
other financial agsets is reviewed by the Directors and ¢ revatued to an amount not above their recoverable amount.

The ultithate value of the Company's mvestment and development capital type investments, which are of a high rigk nature, 18 dependent
upon the successful development and exploitation of the investees compantes’ technology.

Invesiment in Controlled Entisies
The Company's investment in its controlled entities is recorded at Tair value. The carrying value of the investment in sach controlled
entity is reviewed at balance date by the Directors and 18 not revalued 1o an amount above its recoverable amount.

Fair Vatue
Fair Value means the amount for which an asset could be exchanged, or hability settled, between knowledgeable, willing parties in an
arms' fength transaction. Where a quoted market price in an active and liquid market is avatlable for an asset, that price represems the
best gvidence of the asset's Tair valve. Where a quoted market price is not avatlable, fair value is estimated by reference to the best
available market evidence of the price at which the assets could be exchanged between knowledgeable, willing parties in an arm's length
transaction.
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Duthunty Power Limited - Annual Report

Notes continued

30 JUNE 2005

{h} Inventories

Maonufacturing

Inventories are valued at the lower of cost and net realisable value.

Costs incurred in bringing each product to {18 present location and condition are accounted for as follows:

s  Raw materials - purchage cost on a first-in-first-out basis; and

+  Finished goods and work-in-progress - cost of direct material and {abour and & proportion of manufaciuring overheads based on
normal operating capacity.

{i} Recoverable Amouni

Non-current assets measured using the cost basis are not carried at an amount above their recoverable amount, and where a carying
value exceeds this recoverable amount, the asset is written down. I determining recoverable amount, the expected net cash flows have
been discounted fo their present value uging a market determined risgk adjusted discount rate.

{j} Property, plant and equipment

Cost and valuasion
Alf classes of propertty, plant and equipment are measured at cost.

Drepreciation

All assets, including intangibles, have limited ugefud Hves and are depreciated/amortised using the straight lise method over their
estimated useful lives, taking into account estimated restdual value. Finance lease assets are amortised over the term of the relevant
lease, or where it is likely the consolidated entity will obtain ownership of the asset, the Hfe of the asset.

Assets are depreciated or amortised from the date of acquisition.
Depreciation and amortisation rates and methods are reviewed annually for appropriateness. When changes are made, adjustments are
reflected prospectively in current and Tuture periods only.  Depreciation and amontisation are expensed, except fo the extent that they are

included in the carryving amount of another asset ag an alfocation of production overheads.
The major depreciation rates, on the straight Iine basis, used for cach class of asset are as follows:

Magor depreciation rates are:

Frechold buildings: 4.5%
Plant and machinery T.5% - 33.3%
Competer equipment 200,080 - 40.0%
Furniture, fixtures and fittings T.5% - 20.0%
Motor Vehicles 15.0%: - 22.5%
{k} Leases

Leases are classtfied af their inception a8 elither operating or finance leases based on the economic substance of the agresment so ag to
reflect the rigks and benefits incidental to ownership.

Operating leases
The minimum lease payments of operating leagses, where the lessor effectively retaing substantially all of the risks and benefits of
ownership of the leased item, are recognised asg an gxpense on a straight Hne basis,

Contingent rentals are recognised as an expense in the financial year in which they are incurred.

Finance leases

Leases which effectively transfer substantially all of the risks and benefits incidental to ownership of the leased item to the group are
capitabised at the present value of the mimimum lease payments and disclosed as property, plant and equipment under lease. A lease
liability of equal value is also recognised.

Capitalised lease assets are depreciated over the shorter of the estimated usefid Hfe of the assets and the lease term. Mimimum lease
payinents are allocated between interest expense and reduction of the lease Hability with the interest expense calculated using the interest
rate implicit in the lease and charged directly to the Statement of Financial Performance.

16



_____________________________________________________________|
Duthunty Power Limited - Annual Report

Notes continued

30 JUNE 2005

{f} [ntangibles
Patents and Heences
Patents and Heences are carried at cost and amortised on a straight-line basis over their useful lives, being 10 years.

Goodwill
Goodwill represents the excess of the purchase consideration over the fair value of identifiable net assets acquired at the time of
acquisition of a business or shares in a controlied entity.

Goodwill is amortised on a straight line bagis over the period durtng which benefits are expected to be recerved. This is taken ag bewmng 10
YOars.

{m) Pavalbles
Liabilities for trade creditors and other amounts are carried at cost which is the fair value of the consideration to be paid in the future for
goods and services recerved, whether or not bitled to the consolidated entity.

Payables to related parties are carried af the principal amount.  Interest, when charged by the lender, is recognised as an expense on an
accrual basis.

{n} Intecest-learing liabilities
Al loans are measured at the principal amount. Interest i charged a8 an expense as i accrues.

Finanee lease liability is determined in accordance with the reguirements of AASE 1008 "Leages”.

{0} Provisiens

Provisions are recognised when the economic entity has a legal, equitable or consiructive obligation to make a Twture sacrifice of
eeonomic benafils to other entities ag a result of past fransactions or other pagt events, i is probable that a futtre sacrifice of cconomic
benefits will be reguired and a reliable estimate can be made of the amount of the obligation.

{p} Contributed equity
fssued and paid up capital is recognised at the fair value of the congideration received by the Comparny.

Any transaction costs anising on the tssue of ordinary shares are recognised directly in equity as a reduction of the share proceeds
received.

{gg} Revenue recognition
Revenue 13 recognised 1o the extent that it is probable that the economic benefits will flow to the entity and the revenue can be reliably
measured. The following specific recognition criteria must also be met before revenue is recognised:

Sale of Goods

Control of the goods has passed to the buyer.

Rendering of Services

Revenue i recognised only o the extent that costs have been incurred.

Interest

Control of the right to recetve the interest payment.

Diividends

Control of the right to recerve the dividend payment.
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{r} Taxes

Tax-cffect accounting is applied using the Hability method whereby income tax is regarded as an expense and is calculated on the
accounting profy after allowing for permanent differences. To the extent timing differences occur between the thime items are recognised
in the francial statements and when ttems are taken into account in determining taxable income, the net related taxation benefit or
flability, calculated at current rates, is disclosed as a future income tax benefit or a proviston for deferred income tax. The net future
income tax benefit relating to tax losses and timing differences is not carried forward as an asset unless the benefit is virtually certain of
being realised.

Where assets are revalued no provision for potential capital gaing tax has been made.

Goods and Services Tox (GST)
Revenues, expenses and assets are recognised net of the amount of GST except:

+  where the GST incurred on a purchase of goods and services is not recoverable from the taxation authority, in which case the GST
is recognised as part of the cost of acguisition of the asset or as part of the expense item as applicable; and

»  receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included ag part of receivables or payables m the
Statement of Financial Position.

Cash flows are included in the Statement of Cash Flows on & gross basis and the GST component of cash flows ansing from investing
and financing activities, which is recoverable from, or payable to, the taxation authority are classified as operating cash flows.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the taxation authority.

(s} Employee benefits
Provigion is made for employee benefits accumulated as a result of employees rendering services up to the reporting date. These benefits
include wages and salanes, annual leave and long service leave.

Liabilities arising in respect of wages and salaries, annual leave and any other employee benefits expected to be settled within twelve
months of the reporting date are measured at their nominal amounts based on remuneration rates which are expected to be paid when the
flability is setiled. All other employee benefit Habilities are measured at the present value of the estimated future cash outflow to be
made in respect of services provided by employees up to the reporting date. In defermining the present value of future cash outflows, the
interest rates attaching to government guaranteed securities which have terms (o maturity approximating the terms of the related lability
are used.

Emplovee beneft expensas and revenuas ansing in respect of the following categories:

s wages and salaries, non-monetary benefits, annual leave, long service leave, sick leave and other leave benefits; and

+  other types of emplovee benefits

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

{t) Earnings per share
Basic EPS 15 calculated as net profif attributable to members, adjusted to exclude costs of servicing equity {other than dividends) and
preference share dividends, divided by the weighted average number of ordinary shares, adiusted for any bonus element.

{u} Borrowing costs

Borrowing costs include interest, amortisation of discounts or premiums relating to borrowings, amortisation of ancillary costs
tncurred in conpection with arrangement of borrowings, foreign exchange differences net of bedged amounts on borrowings, including
trade creditors and lease finance charges.

Ancillary costs mcurred i connection with the arrangement of borrowings are capitalised and amortised over the life of the
borrowings.
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{u} Borrowing costs {Cont’d)

Borrowing costs are expensed as incurred unless they relate to quablifying assets. Qualifying assets are assets which take more than 12
months to get ready for thelr mntended use or sale. In these circumstances, borrowing costs are capitalised to the cost of the awsets.
Where funds are bormowed spectfically for the acquisition, construction or production of a gualifying asset, the amount of borrowing
costs capitalised is those mcurred in velation to that borrowing, net of any interest earned on those borrowings. Where funds are
borrowed genarally, borrowing costs are capitalised using a weighted average capitabisation rate.

{v} Use and revision of aceounting estimates

The preparation of the financial report requires the making of estimations and assumptions that affect the recognised amounts of assets,
liabilities, revenues and expenses and the disclosure of contingent liabilities. The estimates and associated assumptions are based on
historical experience and various other factors that are believed to be reasonable under the circumstances, the results of which form the
basis of making the judgements abowt carrying values of assets and Habilities that are not readily apparent from other sources. Actual
results may differ from these estimates

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recogised in the

period in which the estimate 18 revised i the revision affects only that period, or in the period of the revision and future periods if the
reviston affects both current and future periods.

{w} Comparatives
Where necessary, comparatives have been reclassified and repositioned for congistency with current year disclosures.
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DULHUNTY POWER

Notes ECONOMIC ENTITY LIMITED
2005 2004 2005 2064
$ 3 3 $

2. REVENUE FROM ORDINARY ACTIVITIES
Revenues from operating activities
Revenue from sale of goods 4,504,984 9,473,957 - -
Revenue from services 58,816 $7.909 - 4,273
Foreign exchange gaing on unbedged transactions 73,957 61,332 133,056 38,742
Total revenives from operating actvities 9,737,957 9,503,198 33,956 43,015
Revenues from non-operating activities
Management fees - - 12,508
Interest - Other persons/corporations 4,623 2.160 £33 58
Dievidend — related entity - - 87,449 -
Proceeds on digposal of non current assets - 27,669 - -
Other tncome 25,354 40,28 1 - -
Total revenues from non-opersting activities 26,977 T0,10 87,3582 12,558
Total revenues from ordinary activities 9,767,934 9,663,308 121,538 35,573
3. EXPENSES AND LOSSES/GAINS)
{a) Expenses
Cost of goods sold 5,943,104 6,452,379 - -
Depreciation and amortisation of non current assets
Amortization of intangible assets 313,807 327,106 - -
Plant and egquipmeant 1,876 74,022 - -
Buildings and Leagschold Improvements 28,723 15323 - -
Motor vehicles 21,570 21,564 - -
Furniture, fixtures and fittings 258,235 17,624 1,21 1,978
Computer equipment 58,2713 46,364 - -
Total depreciation and amortigation of non-current
assetls 520,546 302,003 1,27 1,978
Borrowing costs expensed
Interest expense 229,147 204,124 106,718 92,455
Finance charges on capitalised feages 4,151 4,580 - -

233,298 208,704 186,778 B2,455
Bad and doubtful debts — related party - - 958,646 -
Decrement in asset revaluation reserve - - {1,332,354) {45,218}
Research and development costs 28,3060 8657 - -
Superannuation contributions 93,897 7480 28t 2,644
Orperating Lease Rental Expense:
Minienwn lease payments 193,611 1983 - -
{b) The consolidated net loss hag been determined after incluston of the following jten:

PEIL OEI Consolidated
% § $
Profit / {Loss} on new issue of shares by subsidiary {588,000} SR8, 000 -
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DULHUNTY POWER

Notes ECONOMIC ENTITY LIMITED
2005 2004 2005 2064
$ 3 3 $
3. EXPENSES AND LOSSES/AGAINS) (Cont’d)
() Reconciliation of other expenses
Other expenses inchuded the followmg material
axpenses whose disclosure i3 relevant in explaining
the financial performance of the entity:
Consulting fees 370,659 3ni,442 -
Travel and Accommodation 285,492 289,146 - 748
Legal Fees 36,747 34,641 - 13,936
Provigion for doubtful debt - - 958,646 -
Depreciation and amortisation of non-current 520,546 502,603 1,277 1,U78
assets
Other 559,714 76,219 - -
1,172,558 1,273 371 959,923 13,662
{d} [ndividually Significant ltems
Loss from ordinary activities before income tax
expense includes the following material (revenues)
and expenses whose disclosure 18 relevant in
explaining the financial performance of the entity:
Provision for doubtful debt - - 958,646 -
Consulting fees 370,659 361,442 - -
4. TAXATION
(a) Income tax expense
Prima facie tax on profit from ordinary activities at 3% {156,853 {94, 6691 {287,230y {86,166}
Increase in income tax expense due to:
- Future Income Tax Benefit not brought to account 321,993 172,646 35,085 35,576
- Provigion for doubtful debt - - 187,594 -
- Unrealised Foreign exchange gaing 61,150 - 48,671
- Sundry tems 39,205 4,586 984 1,919
Drecrease in income fax expense due 1o
- Research and development allowance (12,684) {22,500) - -
- Unrealised foreign exchange losses (40.876) - {36,433 -
- Effect of lower rates of tax on overseas income {54,955) {98,278) - -
106,514 26,935 - -
Income tax overprovided in the prior year {11,228) {14,382) - -
Income tax expense atiributable to ordinary activities 84,286 16,553 - -
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DULHUNTY POWER

Notes ECONOMIC ENTITY LIMITED
2005 2004 2005 2064
$ 3 3 $
(b) Carrent tax liabilities
Provision for earrent income tax
Movements during the vear:
Balance at the beginning of the year 50,444 {61,876 - -
Income tax paid
- operating activities — current year {15,046) {26,934y - -
- operating activities — prior year (82,38h (10,0503 - -
Current year's income tax expense on profit from
ordinary activities 160,514 26,934 - -
Overprovision in prior year (11,228) {13,382} - -
41,297 30,444 - -
4. TAXATION {Cont’d)
{c) Future income tax henefit not taken te account
The potential futire thcome tax benefit arising from tay
losses and timing differences has not been recognised as
an asset because recovery of tax losses i3 not virtually
certain and recovery of timing differences is not assured
beyond any reasonable doubt. 3,849,526 3,527,533 3,124,791 3,024,630
This future income tax benefit will only be obtained i
{a) future assessable income is derived of a nature and of an amount sufficient to enable the benefit to be realised;
{by the conditions for deductibility imposed by tax legistation continue to be comphied with; and
{c) no changes in fax legislation adversely affect the consolidated entity in realising the benefit.
5%  RECEIVABLES (CURRENT)
Trade debtors 3(hy 2,465,721 2,851,494 - -
Provision for doubtful debts {10,000) {13,730} - -
2,455,724 2.837.764 - -
Gioods and Services Tax receivable 15,967 7,089 1,370 6,149
Other receivables 3(hy 37,009 - - -
Amounts other than trade debis receivable from
controtied entities (partially owned): S} - - B, 048,448 958,646
Provision for doubtful debt- partially owned controlied
entity - - {958,640) -
Amounts due from Director related entities 180,657 132,346 - -
2,689,354 2.947.199 91,872 964,795
{a) Related party receivables
Controted entity (partially owned) - - 86,802 958,646
Director related entities 180,657 112,346 - -
180,657 132,346 86,802 458,646

{b) Terms and conditions

{iy  Trade debtors are non-interest bearing and generally on 30 day terms.

(ily  Sundry debtors and other recervables are non-interest bearing and have repayment terms between 30 and 90 days.
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DULHINTY POWER
Notes ECONOMIC ENTYTY LIMITED
2005 2004 2005 2064
$ -3 $ $
6. INVENTORIES (CURRENT)
Raw materials at cost 587,582 6F3,041 - -
Finished goods at cost 1,086,477 1,321,368 - -
Work in progress at cost 13,147 23,278 - -
Stock in transit at cost 207,91 55,7049 - -
Total inventories at lower of cost and net realisable
value 1,979,117 2013396 - -
7. OTHER CURRENT ASSETS
Prepayments 118,908 205,354 14,676 -
8. RECEIVABLES (NON-CURRENT)
Related party receivalles
Controled entities — wholly owned - - 2WVE3SY 2.977,357
9. OTHER FINANCIAL ASSETS
(NON-CURRENT)

Investment ai fair value:
Shares

Linlisted 6,000 PORYLS 0,004 G4, {0

Controlied entities — unlisted - - 48,126 1,381,480
Total investments Gk, 0460 EORILS 139,126 1,471,480

The investment in unkisted shares consists of an investment in Development Capital investments. The fair value has been determined by
directors with reference to prices paid by other investees in the asset. There has not been an independent valuation.

There would be no capital gains tax payable if these assets were sold at their fair values at the reporting date.

10, INTERESTS iIN CONTROLLED ENTITIES

Name Country of Percentage of equity interest
incorporation held by the consolidated entity
2005 2044
%o Yo

Cogenic Pty Lid Australia 97 97
Dulhunty Power Limited HK Hong Kong LLE H}
Dulhunty Engineering Limited British Virzin Islands 50 6¥
Dulhunty Power (Aust) Pty Limited  Australia 50 68
Duthunty Power (NZ) Limited New Zealand 50 o8
Duthunty Power (Thailand) Limited  Thailand 56 68
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11. PROPERTY, PLANT AND EQUIPMENT
Buildings and leasehold improvements
At cost 440,638 322,667 - -
Accumulated depreciation {84,693} (67,272% - -
1§€a) 359,943 235,303 - -
Plant & machinery
At cost 914,898 876,857 - -
Accumulated depreciation {353,0°74) {503,658} - -
IRTEY 361,824 373,169 - -
Motor vehicles
At cost 50,587 83,225 - -
Lindar lease 31,172 5172 - -
141,759 136,397
Accumulated depreciation and amortisation {59,180 {62,456) - -
1§€a) 82,577 73,941 - -
Furniture, fixtires and fittings
At cost 127,983 P14.417 8,402 %402
Accumulated depreciation {61,149 {35,945} {5,863) {4,580}
1§€a) 66,834 78472 2,338 3,816
Computer equipment
At cost 411,402 430,923 - -
Accumulated depreciation {281,383) {249,945 - -
1§€a) 130,087 | 84,986 - -
Total property, plant and equipment
Cost 1,985,508 FLEREZ63 8,402 %402
Lindar lease 31,172 - - -
2,036,680 FLEREZ63 8,402 %402
Accumiulated depreciation and amortisation {1,835 .485) {919,306) {5,863) {4,586
Total written down amount 1,001,195 361,957 1,339 3,816
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11. PROPERTY, PLANT AND EQUIPMENT (Con’t)

{a) Reconciliation

Reconciliation of the carrying amounts of property,
plant and equipment at the beginning and end of the
current financial vear.

Buildings and Leasehold Improvements

Carrying amount at beginning of year 255,395 -

Additions 148,204 -

Net foreign currency differences on translation of self

sustaining operation {23,023 -

Depreciation expense {20,723} -
359,943 -

Plant and machinery

Carrying amount at beginning of year 373,169 -

Additions 86,915 -

Net foreign currency differences on translation of self

sustaining operation {26,384) -

Depreciation expense {1,876} -
361,824 -

Motor vehicles

Carrying amount at beginning of year 73,941 -
Additions 40,612 -
DGisposals {10,606} -
Depreciation expense {11,378 -

82,577 -

Furniture, fixtures and fittings

Carrying amount at beginning of year 78,472 3,816

Additions 13,582 -

Net foreign currency differences on translation of self

sustaining operation 1] -

Depreciation expense {15,233} {1,277}
66,834 2.539

Computer equipment

Carrying amount at beginning of year 180,980 -

Additions 31184 -

Disposals {16,954) -

Net foretgn currency differences on translation of self

sustaining operation (6,918) -

Depreciation expense {38,273} -
130,087 -
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12, INTANGIBLES
Goodwill " 3,030,098 3,034,098 - -
Accumulated amortisation {751,145} {448,134} - -
2,2'18,953 2,581,064 - -
Patents and licenses — cost 214,457 218,352 - -
Accumudated amortisation (57465 {78,461} - -
156,988 139,891 - -
Other imtangibles - fair value - 1480000 - -
2,435,941 4,201,853 - -

* Refer also note 14{a} below.

The fair value of the intangible asset of §- {2004: $1.480,006) had been revaluad by extrapolation of an arms length transaction by
which the minority sharcholder obtained a 3% holding and an option to acquire a further 2% interest in the company for $74,000.

13, PAYABLES (CURRENT)

Uinsecurad

- Trade creditors 1,734,686 2,511,326 17,768 58,340

- {ther ereditors and accruals 878,941 525,173 194,899 203,591

- Related parties- controlled entities (partially owned) - - 224,552 134,276

Secured

- {ther payable {i} - - 63,385 -
2,613,627 3,035,499 502,804 393,807

{ty  Other secured pavables amounting to $65,585 are secured by a fixed and floating charge over Duthunty Power Limited's 50%%

equity interest in Dulhunty Engineering Limited, amounting to $3,167 405,

14. PAYABLES (NON-CURRENT)
Other payables 328,127 362,161

128,127 362,161

()

Other payables amounting to $328,127 (2004~ $362,161) s the AUD equivalent, at balance date of USDZS0,000, beilng the

contingent deferred purchase consideration that may become payable to the vendors from whom the Company acquired a
controtled entity ("the Controlied entity™).  The comtingency upon which the obligation will anse is that the auditor certtfies, after
31 December 2005, that the aggregate of the Earnings Before lnterest and Tax of the Controlled entity for the calendar vears
ending 31 December 2003, 2004 and 2005 exceeded USD3. million. in the event that the obligation arises, if 18 to be paid out of
T3% of dividends declared and paid and actuatly received by the Company from the Controlled entity in each vear after the date of

the auditors certificate until the amount & fully paid.

Should the obligation not arise, no amount is payable.
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15, INTEREST-BEARING LIABILITIES
{CURRENT)
Secured
- bank loans (it} 14,160 74,1400 - -
- hank overdraft {1} {iiy 1,053,069 #3R,669 198,826 P44,414
- other loans {iii} 161,068 161,660 - -
- hire purchase Hability {iv) 33,671 P8 796 - -
1,321,900 1,392,625 108,826 144,414

Terms and conditions relating to the above financial mstriments

(i}

(i)

{iii}

(iv}

()

The bank loan totaling $74,104 and the bank overdraft of $854,243 of Duthunty Power (Australia) Pty Limited, a controlled
entity, are secured by a fixed and floating charpe over the assets of Duthunty Power (Australia) Pty Limited, an unlimited
guarapiee from Dulhunty Power Limited, and a standard authority to appropriate and set off the cash deposit amounting to
$74,477 held by the bank.

The bank overdraft of Dulhunty Power Limited totaling $198,826 is secured by a fixed and floating charge over the assets of
Duthunty Power Limited.

Other loans amounting to $161,060 are repayable on 31 December 2005 and 30 June 2006, Interest accrues daily, i the
range of 3.24% 10 BBSW + 3.00% pa. These loans are secured by a fixed charge over the tangible and intangible assets in
Cogenic Pty Limited, a controlled entity.

The cconomic enttty's hire purchase agreements are secured by the related assets of §51,172, as in the event of default, the
assets revert (o the financier.

A 97% owned controlled entity, Cogenic Pty Limited, entered into an option agreement with DEUS {Department of Energy,
Uitifities and Sustainability) whereby in consideration for the payment of an option premium of 74,000, Cogenic has
granted DEUS an option to acquire shares in Cogenic, up 1o a further 2% of the total issued capital of Cogenic at the date of
exercise of the option.

16, INTEREST-BEARING LIABILITIES
(NON-CURRENT)

Secured

- hire purchase

- hank loans

- other loans
LUnsecurad

{iii} 25,616 59,288 - -

{iv} 99,613 154,082 - -

(i1 (i} 981,524 1,038,213 820,404 ®77,153

- other loans - 951,660 - -
1,146,753 2,203,243 820,404 ®77,1583

Terms and conditions relating to the above financial mstriments

(i}

(i)

{iii}

fiv)

Other secured loans amounting to $161,0640 are repayable on 31 December 2006. Interest accrues daily, in the range of
3.24% 1o BBSW + 3.00% pa. These loans are secured by a fixed charge over the tangible and intangible assets in Cogenic
Pty Limited, a controlled entity.

Other secured loans amounting to 382,464 are secured by a fixed and floating charge over Bulhunty Power Limited's 50%
equity interest in Dulhunty Engineering Limited, amounting to $3,167 405

The economic entity’s hire purchase agreements are secured by the related assets of 851,172, as in the event of default, the
assets revert to the lessor.

The bank loans totaling $99,613 are sccured by a fixed and floating charge over the assets of a controlied entity, an
unlimited guarantee from Dulthunty Power Limited, and a standard awthority to appropriate and set off the cagh deposit
amounting 10 374,477 held by the bank.
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16. INTEREST-BEARING LIABILITIES (NON-CURRENT) (Cont’d)
16 {In Financing Arrangements

The consolidated entity has access 1o the following lines of credit:

Total factlities available:

Bank overdrafi 1,200,000 950,000
Bank Loan 177,700 285,000
Global Payments 96,000 6, (0

1,473,760 1,331,040

Facilities utibised at reporting date:

Bank overdrafi 1,053,069 ®38,669
Bank Loan 177,760 228 182
1,238,769 1,066,851

Facilities not utilised at reporiing date

Bank Overdrafi 146,931 111,338
Bank Loan - 56,818
Global Payments 96,0804 86,000

242,931 264,149

17, PROVISIONS ({CURRENT)
Employee entitlements 244} 128,238 37,882 -

18, PROVISIONS (NON-CURRENT)
Employee entitlements pETEY 4,904 - -

Number of employees at the end of the year 113 112 -
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19, CONTRIBUTED EQUITY
{a) lssued and paid ep capital
Ordinary shares fully paid 6,054,101 6,033,780 6,054,101 6,033,789
(b Maovements in shares on issue
2005 2004
Number of . Number of -
¥ $
shares shares
Beginning of the financial year 38,302,371 6,133,789 57,122,463 3973914
lssued during the year
- payment of Directors Fees 461,647 26,312 1,179,808 59,875
End of the financial year 58,764,018 6,054,101 58,302,371 6,033,789

{13 On 16 March 2005 the Company issued 461,047 shares at $50.044 to Directors in payment of outstanding director’s fees.

{c) Share Options

Ontions over ordinary shares:

Details of the employee share options scheme 1s detailed in note 30, There were no other options sued over ordinary shares during the
current financial year,

{d) Ferms and conditions of contributed equity
Ordinary shares
Oedinary shares have the right to receive dividends ag declared and, in the event of winding up of the Company, 1o participate in the

proceeds from the sale of all surplus assats in proporiion 1o the number of and amotmnt paid up on shares held. Ordinary shares entitle the
holders to one vote, either in person or by proxy, at a meeting of the Company.

26, RESERVES AND RETAINED PROFITS

Asset revaluation &Y, - 1,388,927 48 864 L3R 15H
Foreign currency translation {h} {734,356} {744,156) - -

(734,356) 044,771 48,8604 F.381, 158
Retained profite {c) {4,825,295) {4,248 196) (4,727,339 (3,760,908}

{a) Asset revaluation

{i} Nature and purpose of reserve

The asset revaluation reserve is usad o record ncrements and decrements in the value of non-current asseis. The reserve can only be
used to pay dividends in Himited circumstances.

{if} Movemenis in reserve

Balance at beginning of vear 1,388,927 F.388,927 1,381,158 1,426,376
Transfers into / (decrement in) regerve {1,388,92°N - {1,332,354) {45,218}
Ralance at end of year - FARK, 927 48,804 1.381,15%
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20. RESERVES AND RETAINED PROFITS (Cont’d)

{b) Foreign Currency translation

{i} Nature and purpose of reserve

The foreign currency transiation reserve records the forelgn currency differences ansing from the franslation of self-sustaining foreign
operations, the translation of transactions that hedge the Company’s net investment in a Toreign operation or the franslation of foreign
currency monetary Hems forming part of the net investiment in a self-sustaining operation. Refer to accounting policy Note |

{if} Movemenis in reserve
Balance at beginming of vear
Transfers into reserve
Balance at end of year

{e) Retained profits

Balance at the beginning of year

Net loss attributable to members of Dulhunty Power
Limited

Balance at end of year

21 DIVIDENDS PAILD OR PROVIDED FOR ON
ORDINARY SHARES

No dividends have been paid or proposed for the year

ended 3t June 2005 (2004: Nily

{a) Franking eredits balance

The amount of franking credits available for the

subsequent financial year are:

- franking account balance as at the end of the
financial year ar 30%4 (2004: 30%)

The ability to uttlise the franking credits is dependent
upon there being suffictent avatlable profits to declare
dividends.

(744,156} (170,243} - -

9,800 (573,913} - -

{734,356} {744,136} - -
(4,248,196} (3,882,475} {3,769,908) (3,482.,690)
(877,09%) (365,721} (957430 (287,218}
4,825,295 {4,248,186) (4,127,339 {3,769.908)
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22, OUTSIDE EQUITY INTEREST
Reconciliation of outside equity interest in comrolled
entities:

Interest in retained profits at the beginning of

the financial year after adjusting for outside

cquity interests in entities acquired during the

year 113,355 66,418

lnterest i1 operating profit from ordinary

activities afier tax 54,254 46,837

Interest in Share Capital {a} 1,821,274 968,557

Interest in Reserves 607,136 T4.658

Closing balance 2,596,019 1,822,578

{a) As a result of the conversion of convertible notes mnto equity in Dulhunty Engineertng Limited (DEL}, new equity in DEL has
been issued to outside equity interests (OED} which has resulted in a decline in parent entity interest (PEI in the BEL operating group
from 68.42% to 50%. This capital transaction betwean the controlled entity and outside sharcholders has increased the net assets of
the economic entity by $852,714 by removing delbt from the subsidiary balance sheet. The transaction has no impact on the retained
profits or accumulated losses and reserves of the cconomic entity and causes no gain or logs to the economic entity. However the PE]
has made a notional loss by not maintaining its proportionate ownership interest in the subsidiary and an eguivalent gain has bean

made by the OEL Refer note 3{b)

DULHUNTY POWER
Notes ECONOMIC ENTITY LIMITED
2005 2604 2085 2604
$ -3 $ -3
13, STATEMENT OF CASH FLOWS
{a) Reconciliation of the net profit after tax to the
net cash Hows from sperations
Net Loss (322,843} {318,784} {957,435 {2R7.218)
Non-Cash ltems
Depreciation of non-current assets 217,53 198,693 B2TT 1U78
Amortisation of intangible assets 323,007 303,010
Provision for doubtful debt - - 958,646 -
Net { [nerease)/Decrease in value of non-current assets 93,581 - - -
Net {Increase)Decrease in value of current assets 380,023 - - -
Net movement in provisions 47,619 {45,075} - -
Net {profit)/loss on digposal of financial assets - {247y - -
Linrealised foreign exchange movements {58,894) {16,365} - -
Changes in assets and Habilities
{Increaseydecrease in trade and other receivables {11,733) {1,639.481) (14,671 49,288
{Increaseydecrease i inventory (407,163 244 480 -
{Decreaselincrease in payables (95,83 1,278,434 {160,639 {67.578)
Net cash flow from operating activities {94,646} 4,965 {172,824) {303,53hH
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23. STATEMENT OF CASH FLOWS (Cont’d)
{by Reconciliation of cash
Cash balance comprises:
Cash on hand 311,808 663,027 "7 5,126
Bank overdraft (1,853,069} {833,669} {198,826) {144,414y
Closing cash balance {731,269 {173,642} {197.500) {139, 288)
4. COMMITMENTS
{a) Emplovee benefits and superannuation
commitments
The aggrogate employee benafit liability comprises oft
Accrued wages, salaries, bonuses and on costs 38,648 40,976 - -
Provisions {current) 120,238 ®7.882 - -
Provistons {non-current) 4,904 - - -
163,754 128.858 - -

{b) Non-cancellable sperating lease expense
commitments
Future operating lease commitments not provided for
in the financial statements and payable:
Within one year 388,87 20,162 - -
One year or ater and no later than five years 1,679,174 260,270 - -
Later than five years 1,144 - -

2,069,184 320,432 - -

25, CONTINGENTY LIABILITIES AND CONTINGENT ASSETS
Details of contingent Habilities and contingent assets where the probability of future payments/recempts is not considered remote are
set out below, together with details of contingent liabilities and contingent assets, which although considered remote, the directors
consider should be disclosed. The Directors are of the opinton that provisions are not required m respect of these matters, as if 1% not

probable that a future sacrifice of economie benefits will be reguired or the amount 12 not capable of reliable messurement.

{a} Contingent liahilities considered remote
Other persons
John Fielding Pty Limited

Previous financial statements of the Company have noted a contingent liability to John Fielding Pry Lid for services carried out prior to
36 June 1995 in regards to amendments to income fax returns. However in accordance with the contract no fee is payable untif a cash
benefit is received by the Company. At this stage no cash benefit has been received by the Company. The maximum Hability is

130,241,

Bank Guarantee

A controlled entity has provided indemmities to ity bankers tn respect of bank guarantees given by the bank to third parties.

maximum Hability s $84,320 (2004-879 235},
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26, SUBSEQUENYT EVENTS
fnternational Financial Reporting Standards

For reporting periods beginning on or after I January 2005 the consolidated entity must comply with Australia equivalents to
International Financial reporting Standards {AIFRSY ag txsued by the Australian Accounting Standards Roard. The implementation plan

2004
3

and potential impact of adopting AIFRS are detailed 1 Note 32 to the financial statements.

Other than disclosed above, there has not arisen in the interval between the end of the financial vear and the date of this report any item,
transaction or event of a material and unusual nature likely, in the opinton of the directors of the Company, to affect significantly the
operations of the consolidated entity, the results of those operations, or the state of affairs of the consolidated entity, in future financial

years,

27, EARNINGS PER SHARE

The following reflects the income and share data used in
the calculations of basic and diluted earnings per share:

2005

$

DULHUNTY POWER
LIMITED
2064

$

Net Loss (522,845} {318.784)
Adjustments:
Net profit attribigable to outside equity interest (54,254 {46,937)
Earnings used in calculating bagic and diluted earningg
per share (&77,899) {365,721)
Number of Number of
shares shares
Weightad average number of ordinary shares used in
caleulating basic earnings per share 58,437,703 57.711,694
There are no securities that have a dilutive effect on the
earmings per ordinary share.
18, AUDITORS REMUNERATION
Amounts received or due and receivable by Gould
Ralph & Company for:
= audit or review of the financial report of the entity
and any other entity in the consolidated entity 35,000 10,716 34,900 P5,072
- other sgrvices in relation to the entity and any other
entity in the consolidated entity 9,010 7,343 8,260 3,60
64,010 T8,05% 43,169 18,673
Other auditors:
Audit and review of financial reports 19,844 13,631 - -
Other services 6,988 8,536 - -
26,832 12,167 - -
91,842 100,226 43,169 18,673
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19, DIRECTOR AND EXECUTIVE DISCLOSURES

Remuneration levels are set to attract and retain appropriafely qualified and experienced Directors and senior executives. The
Remuneration Commitice obtains independent advice on the appropriateness of remuncration packages, given trends in
comparative compaties both locally and internationally. Executive remuneration packages tnclude a mix of fixed
remuneration and performance based remuneration.

The remuneration siructures are designed to attract suitably qualified candidates and to effect the broader outcome of
increasing the consolidated entity's operating result and nat profit attributable to members of the parent entity. The
remuneraiion stractures result in and ook into accoumt:

- the overall level of resnuneration for cach divector and executive
- the executives ability 1o controf performance: and
- the amount of incentives within each executive's remuneration

Exccutives may receive bonuses based on the achievement of specific performance hurdles. The performance hurdles are
based on the relevant operating subsidiaries’ resultz and on achieving a preset target.

The Board congiders that the above remuneration structure 18 generating the desired result. The evidence for this is firstly, the
very strong growth in furnover in this period, and secondly, the performance Hnked element appears to be appropriate
because the executives achieve a level of performance which qualifies them for bonuses.

Total remuneration for all non executive divectors, last voted upon by sharcholders at the 1999 AGM, & not to exceed
$150,000 per annum. Directors base fees are presently up to 320,000, Birectors recetve additional cash benefit of $2,500 for
participation and attendance at audit and remuneration committces.

The followlug table provides the details of all directors of the Company ("specified directors”) and the executives of the

congolidated entity with the greatest authority ("specified executives"), and the nature and amount of the elements of their
remuneration for the vear ended 30 June 2005,
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Remuneration of specified directors and specified executives by the consolidated entity

Specified Directors

Position Held

Name
Total
b
Alfred I Chown Managing Director 63,729
47,529
Peter C Lucas (resigned  Chajrman 25,844
30 June 2004)
Philip W Dulhunty Non-executive Director 94,807
104,778
Marcus Everard Non-executive Director -
lan Worner {resigned Non-executive Director 22,501
28 June 2005
22,504
Peter Duthunty Alternative Director and Sales Manager 132,149
123,121
Brian Mathiesen Alternative Director and New Zealand 162,298
Manager (appointed | December 2003}
125,190
Total, all specified directors 475,484
448,562
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Specfied Executives

Position Held

Name
and Fees . Bonus. Total
b b %
John C Roughan Chief Executive Officer of Drullumty 205 ‘111,480 w23 131,633
Engineering Limited, employed by Dulhunty Sl
Power (Aust) Pty Limited D
2004 115,712 .. 74,231 135,864
Gregory Knoke Chief Financial Officer of Dulhunty Power 2005 181,346 "-__.’}',69__2 123,398
Limited and subsidiaries, employed by Dulhunty C T T
Power (Aust) Pry Limited Dl S
2004 199476 0 7,375 124,733
Joe K Yung Manager of Dulhunty Yangzhou Line Fittings 2005 104,954 - 8,576 118,523
Co. Limited S T
2004 1148370 0,137 1 129,318
Pana PongPairoj Manager of Duthunty Power Thailund Limited 2005 ':_5_2,543_ . 52,543
David Taylor Sales Manager 2004 _'_3_5,2{}0_....". e 84,573
Total all specified executives 2605 30323 20,499 426,091
2604 365,225 241743 474,509

The company does not have any other specified executives.

36



_____________________________________________________________|
Duthunty Power Limited - Annual Report

Notes continued

30 JUNE 2005

Equity Instruments — equity holdings and transactions

The movement during the reporting period in the number of ordinary shares of Bulhunty Power Limited, held directly, indirectly or
beneficially, by each specified executive, including their personally-related entities is as follows:

Held at 1 Received in Transfer of Held at 50
July 2664 payment of fees  shares held Purchased June 2005
indirectly
Specified directors
Alfred J Chown 11,656,488 - {3,9%0,732) 468,911 8,134,667
Philip W Duthunty - - - - -
Muarcug Everard 2,060,000 - - - 2.080,0660
Richard Llewelyn {appointed - - - - -
20 September 2003}
lan Worner (resighed 28 hme 079,031 319,062 - - {398,083
2005}
Peter Dulhunty 6,004,000 - - - 6,000,000
Brian Mathiesen 780,371 - - - TRO371
Paud Grotowski (appointed 26 - - - - -
July 2003}
Specified executives
Jobin € Roughan - - - 40,000 40,0660
Gregory Knoke 5.937.687 - {3,9%0,732) 468,911 2,415,860

Joe K Yung - -
Pana-Pongpairof - - - - .
David Taylor {resigned 30 - - - - .
January 20043

Equity Instruments — option holdings and transactions

The movement during the reporting period in the number of options of Dulhunty Power Limited, held directly, indirectly or beneficially, by
aach specified executive, including thelr personally-related entities is as follows:

Held at 1 Issued under Held at 30
July 2664 Employee Share June 2085
Ownership Plan
Specified directors

Alfred J Chown - 163,060 {00,000
Philip W Dulhunty - 163,080 160,000
Marcug Everard - 143,600 160,600

Richard Llewelyn {appointed - - -
20 September 2003)

lan Worner (resighed 28 hme - 100,660 100,600
20053

Peter Dulhunty - 194,826 {90,826
Brian Mathiesen - {50,660 {80,000
Paud Grotowski (appointed 26 - - -
Juby 2003)

Specified executives

Jobin € Roughan - 220,060 220,060
Gregory Knoke - 204,000 200,060
Joe K Yung - - -
Pana-Pongpairof - - -
David Faylor {resigned 30 - - -
January 20043
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f.oans and other transactions with specified directors and executives
Laoans

Details regarding loans outstanding at the reporting date to specified directors and specified executives, where the mdividual aggregate loan
balance exceeded $T00,000 at any time in the reporting period, is as follows:

Balance at | Balance at 30 interest paid Highest
July 2664 June 2085 or payable in balance in
the reporting the period
pertod
§ § b3 b3
Specified directors
Philin W Dulhunty 162,346 186,657 - 180,657

Details regarding the aggregate of loans made, guaranteed or secured by any entity in the economic entity o sach group of specified
directors and specified executives, and the number of individuale tn each group, are as follows:

Opening Closing interest paid Number in
Batance Balance and payable proup at 30
June
b3 $ b3
Specified directors
2605 (32,346 186,657 - |
2604 32,034 102,346 - i

The above toan is repayable by 30 June 2006. No amounts have been written down or recorded as allowances, ag the balance i3 considered
fully collectible.

{Mher transactions with the Company or ity conirolled entities

A number of specified directors and specified exccutives, or their personally-related entities, hold positions in other entities that result in
them having control or significant influence over the financial or operating policies of those entities.

A number of these entities transacted with the Company or ils subsidiaries in the reporting period. The terms and conditions of those
trangactions were no more favourable than those available, or which might reasonably be expected to be available, on similar transactions
to unrelated entities on an arm’s length basis.

Details of these transactions are as follows:

Mr AHred Chown is a director of NLP International Limited. A subsidiary company, Duthunty Engineering Limited during the period
amployed the services of NLP International Limited as consubtant. The constderation paid for these services was 863,729 and 1s includad in

directors emoluments ag disclosed.

Mr Philip Dulhunty continues to be employed 23 a consultant to Dulhunty Power {Aust) Pty Limitted. The consideration paid for these
services was $84.807 and is included in directors emoluments as disclosed.
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Egquity instruments of directors

Interests at balance date

frnterests tn the equity instruments of Dulthunty Power Limited held by Directors of the reporting entity and their director-related
entities:

Ordinary Shares Fully Paid

2808 2004
Number Number
Alfred ). Chown 8,134,667 11,656,488
fan C. Worner (restgned at 28 June 2005} 1,398,093 FO79.031
Marcus Everard 1,000,000 2,000,000
Peter Dulhunty 6,000,000 6,000,000
Brian Mathiesen T80,371 -

36, EMPLOYEE BENEFITS

Equity-based plans
Employee share option plan (EXOP;

The Company has an employee share option plan approved at the annual general meeting on 21 November 2003,

The plan provides for any employee, including a director or officer, who has been an employee, director or officer of the company or any
of its controtled entities for more than six months to receive an offer from the company for options over ordinary shares each year for no
consideration.

Each option 8 convertible to one ordinary share. The exercize price of the options, determined in accordance with the
Rules of the plan, it based on the weighted average price of the Company’s shares traded during the twenty frading days preceding the date
of the company offering the option.

Options are exercisable commencing either 1) For employees, directors or officers who have been in the emiploy of the company or any
confrolled entity for longer than 12 months, 14 dayq after the acceptance of the offer by the employee; or 2} for any other employes,
dirgctor or officer, 14 days after such person” completes 12 months of employment with the company or any of its controlled entities. All
options expire on the earlier of three years after their issue or twelve months after the termination of the employee’s employment. There
are no voting or dividend rights attached 10 the options. There are no voting rights attached to the unissued ordinary shares. Voting rights
will be attached to the unissued ordinary shares when the options have been exercised.

Supmmary of options over unissued ordinary shares
Details of options over unissued ordinary shares as at the beginning and ending of the reporting date and movements
during the vear are as follows:

Grant date Exercise date on or | Expiry date Exer- | Number Options Number of
after -cise | of options | granted options &t
price | at the the end of
beginning the year on
of the year issue
8 December 2004 | 22 December 2004 | 8 December 2007 | 4.18¢ - 1,958,626 | 1,958,626

No options have been exercised during the year, and therefore no proceeds have been received on the exercise of options.
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31, SEGMENT INFORMATION
Segment products and locations
The economic entity comprises the following main business segments based on the cconomic ertity's management reporting system:

Investment:- provision of investment capital to small 1o medium sized enterprises, focusing on the power sector.

Energy: - the manufaciure and distribution of products and services in the Electricity Transmission and Digstribution sector of industry, as
well as the development of energy generation technology.

In presenting information on the basis of geographical sepments, sepment revenue it based on the geographical location of the entity
generating the revenue. Segment assets are based on the geographical location of the assets. The consolidated entity's business segments
operate geopraphically as follows:

Australia:- provigion of investment and development capital and the development of energy generation technology. Assembly and
distribution of products and provision of services i the Electricity Transmission and Distribution sector of indusiry.

Agia- manufactiure and digtribution of products in the Electricity Transmisgion and Distribution sector of industry. Manufacture and
distribution of anchor systems and foundry products.

New Zealand: - distribution of products in the Electricity Transmisgion and Distribution sector of industry.
Segment accounting policies
Inter-segment pricing is determined on an arm's length basis.

Segment results, assets and liabilities mclude jtems directly attributable to a segment as well as those that can be allocated on a
reasonable basis.

Segment capital expenditure is the total cost incurred during the period to acquire segment assets that are expected 10 be used for more
than one period.
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3L SEGMENT INFORMATION - PRIMARY SEGMENT

IBusiness segments

|Revenue

Sales 7 services to customers outside the
consolidated entity

K)ther revenues from customers outside
the consolidated entity

frtersegment revenues

l'otal segment revenue

[Non-segment revenues

Unallocated revenue

l'otal consolidated revenue

Results

Segment result

[Non-segment expenses

Consolidated entity profit from ordinary
petivities before income tax expense
fncome tax expense

Consolidated entity profit from ordinary
ctivities after income tax expense
E:et Loss

Investment Energy Eliminations Economie Entity
2005 2004 2005 2004 2005 2604 F{HED 2004
b3 b3 b3 b3 b b $ 3
- 4273 8564,000 9527593 - 41 9,564,800 9,531,860
136,023 38.80¢ 55,381 2,642 (87,470 4 263,934 131,442
- 12,506 - . - {12,506 -
136,023 55,573 9,619,381 ©.620.233] (874%0) (12,5000 9767,934 U663, 308
9,767,934 V663,308
{944,191y {286,957Y (448,013) {15,274 958,645 4 (433,550) (302231
(433,359) (302,231
(89.286) (16,553
{322,845 (318,784y
{322.84%) (318,784)
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3L SEGMENT INFORMATION - PRIMARY SEGMENT (cont'd)

IBusiness segments Envestment Energy Eliminations Economic Entity
2065 2004 20058 2604 2605 2004 2005 2604
b3 $ 3 § $ b ¥ b

Assets

Segment assels 3,340,712 3,246,478 9626604 12,176,228 (4,339,691 (4,337.918 8,628,315 11,084,788
[Non-segment assets - .
['otal assets B.628.315 11,084,788
Liabilities

Segment Habilities 991,146 1.931.6749 3,636,406 4,900,175 {89,801 . 5,537,841 6,831,854
[Non-segment Habilities:

l'otal liabilities 5,537,841 6.831.854
O ther segment information:

Acquigition of property, plant and

equipment, ntangible assets and other

hon-clrrent assets - T35 338670 289 518 - . 358,670 260,273
Depreciation and amortisation 1,277 1974 216,259 197,015 - . 520,346 562,003
3L SEGMENT INFORMATION - SECONDARY SEGMENTYT

Kceopraphic segments Asia Australia New Zealand Eliminations Consolidated

2005 2004 2005 2004 20058 2004 2005 2004 2005 2604
3 3 b3 b 3 3 3 3 b b

Segment revenue 251,791 2,611,078 6,662,329 6,229 709 1,737,308 1.403.260] (1,883,494) {580,745 9,767,934 9,663,308
Segmett assets 9,373,188 0972308 8,127,476 V. 5ES.8Z0) 566,527  JOK908 (9.439476) (8,783,336 8,628,315 11,084,788
O ther segment information:

Acquisition of property, plant and

equipment, mntangible assets and other

RON-CUFFEnt assetls 234,181 832,431 109795 207,562 14,174 281 - . 338,670 290.273
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32, FINANCIAL INSTRUMENTS

32 (a) Interest rate risk

The consolidated entity's exposure to interest rate risks and the cffective interest rates of financial assets and financial Liabibities, both recognised and unrecognised at the balance date, are as follows:

[Financial instrements

{1} Financial assets

KCash

['rade and other receivabdes
Unlisted shares

l'otal financial agsets

(i1} Financial liabilities

Bank overdeaft

[rade creditors

Other creditors

Bank and other loans

Deferred cash seftlement for controlied
ontity acquired

l'otal financial Habilittes

Fived interest rate maturing in:

Teotal carrying

amount as per the
statement of financial

Floating interest cate 1 yvear or less Over 1 to 5 vears Non-interest bearing position
2605 2004 2003 2004 20058 2004 10605 2604 20058 2004
§ b § b b3 $ $ § 3 b3

247,323 591,382 T4ATT 72464 - - - IRLY: 311,800 665,027
- - - - - - 3,054,502 2947196 3,054,502 2,947,169
- . - - - - 90,800 ARG 50,000 B,0610
247,323 591382 F4AT 72404 - - 3,144,502 303838 3,466,301 3,702,226
- B3R.6069 - - - - - . 1,053,070 838,664
- - - - 307,818 2.514,326 1,307,018 2,510,326
- N - - B,241,023 525173 1,241,023 525,173
347,714 402,182 187,732 92,856 99,676 [.085,008 - . 585,122 1,580,040
886,051  HY7,153 - - - 328,127 362161 1,214,178 1,230,314
2,286,835 2118004 182,209 92,856 99,676 [.085,008 2,876,168 3.397.06 5,370,411 6,643,528

Weighted average
effective interest pate

2005 2004
% Yo
2.2 {15
8.7 7.9
6.6 3.3
11.3 1LY
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32, FINANCIAL INSTRUMENTS (cont"d)

3X{b) Net fair values
Al financial assets and ltabilities have been recognised at the balance date at their net fair values.

Notes

The following methods and assumptions are used o detfermine the net fair velues of financiol assets and Habilities

Recognised financial instrements

Cash, cash equivalents and short-term imvesiments: The carrying amotmt approximates fair value because of their short-term fo
maturity.

frade receivables, trade creditors and dividends receivalble: The carrying amount approximates fair value.

Short-term borrowings: The carrying amount approximates fair value because of their short-term to maturity.

Long-term loans receivable: The fair values of long-term loans receivable are estimated using discounted cash flow analysis, based on
current incremental lending rates for similar types of lending arrangements.

Long-term bank borrowings and debentures: 'The fair values of long-term borrowings are estimated using discounted cash flow
analysis, based on current incremental borrowing rates for similar types of borrowing arrangements.

Non-currenl investmentsisecurities: For finanelal instruments traded in organised financial markets, fair value i the current guoted
market bid price for an asse! or offer price for a liability, adjusted for transaction costs necessary 10 realise the asset or seftle the
Hability. For investiments where there is 1o quoted market price, a reasonable estimate of the fair value is determined by reference to the
current market valfue of another instrument which is substantially the same or 18 calculated based on the expected cash flows or the
underlying net asset base of the investment/security. The net fair value of the unlisted options i determined to be the difference between
the market price and the exercise price of the underlying shares.

Dieferred cash seftlement for controlled entity acquired: The carrying value of the deferred cash settlement for the controlled entity
acquired approximates its fair value. The fair value is estimated uging current commercial borrowing rates for stmilar types of

borrowing arrangements.

Forward exchange contracts: The fair values of forward exchange contracts is determined as the recognised gain or loss at reporting
date caleulated by reference to current forward exchange rates for contracts with similar maturity profiles.

32{c) Credit risk exposures
Concentrations of oredit risk
The company minimises concentrations of credit risk in relation to trade recervables by undertaking transactions with a large number of

custorners from across the range of business segments in which the group operates. Refer also to Note 31 - Segment Information.

* The maximum credit risk exposure does not take into account the value of any collateral or other security held, in the event other
antities/parties fail to perform their obligations under the financial mstruments in guestion.

33, IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING
STANDARDS

For reporting periods beginning on or after | January 2005, the consolidated entity must comply with Australian equivalents fo

International Financial Reporting Standards {AIFRS) as tssued by the Australtan Accounting Standards Board.

This financial report has been prepared in accordance with Australian accounting standards and other financial reporting requirements

{Australian GAAP) applicable for reporting pertods ended 30 June 2005,

Transition management

The board has established a formal mplementation project, monitored by a steering commities, to assess the impact of transition to AIFRS

and to achteve compliance with AIFRS reporting for the financial vear commencing 1 July 2005,

The project is achieving ity scheduled milestones and the consolidated entity s expected to be in a position to fully comply with the

reguirements of AIFRS for the 30 lune 2066 financial year.
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33, IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING
STANDARDS (Cont’d)}

Assessment and planning phase

The assessment and planning phase generated a high level overview of the mpacts of conversion to AIFRS on existing accounting and

reporting polictes and procedures, systems and processes, bustness structures and staff

The assessment and planning phage is substantially completed ag at 30 hune 2005,

Pesign phase
The design phase formulated the changes required to existing accounting policies and procedures and systems and processes in order to
transition to AIFRS.

The design phase is substantially completed as at 30 June 2005.

hnplementation phase

The mplementation phase mcludes implementation of idemtified changes 1o accounting and business procedures, processes and systems
and operational fraining for staff and enables the consolidated entity to generate the required reconciliations and disclosures of AASB |
First Time Adoption of Australian Eguivalents 1o International Financial Reporting Standards.

This phase is substantially complete ag at 34 June 20405,

fmpact of transiiton to AIFRS

The impact of ransition to AIFRS, including the transitional adjustments disclosed tn the reconciliations from current Australisn GAAP to
AIFRS, and the selection and application of AIFRS accounting policies, are based on AIFRS standards that management expect to be in
place, or where applicable, early adopted. when preparing the first complete AIFRS financial report {being the half-year ending 31
December 20405). Only a complete set of financial statements and notes together with comparative balances can provide a frue and fair
presentation of the Company’s and consolidated entity’s financial position, resulis of operations and cash flows in accordance with AIFRS.
This note provides only a summary, therefore, further disclosure and explanations will be required in the first complete AIFRS financial
report for a true and Tair view to be presented under AIFRS.

There 1s a significant amount of judgement involved n the preparation of the reconciltations from current Australian GAAP to ALFRS,
consequently the final reconciltations presented in the first financial report prepared in accordance with AIFRS may vary materially from
the reconciliations provided in this Note. Revisions to the selection and application of the AIFRS accounting policies may be required as a
resudt oft

» changes in financial reporting requirements that are relevant to the Company’s and consolidated entity’s first complete AIFRS
financial report arising from new or revised accounting standards or interpretations wsued by the Australian Accounting Standards
Board subsequent to the preparation of the 34 June 20065 financial report.

s additional putdance on the application of AIFRS tn a particudar industry or to a particular transaction

s changes to the Company’s and consolidated entity’s operations.

Where the application or interpretation of an accounting standard i3 currently bemng debated, the accounting policy adopted reflects
management’s current assessment of the likely outcome of those deliberations. The uncertainty relating 1o the accounting guidance is
disclosed i the relevant accounting policy nofe and where practicable, the expected impact of the alternative inferpretation s also
disclosed.

The rules for first time adoption of AIFRS are set ot tn AASB 1 First Time Adoption of Australion Equivalents to International Financial
Reporting Standards. In general, AIFRS accounting policies must be apphed retrospectively to determine the opening AIFRS balance sheet
ag at transition date, being T July 2004, The Standard allows a number of exemptions to this general principle to asstst in the transition {o
reporting under AIFRS. The accounting policies note includes details of the AASB | elections adopted.

The significant changes i accounting policies expected to be adopted in preparing the AIFRS reconciliations and the elections expected o
be made under AASB T are set out below:

fa) Leased assels

Clagsification

At the date for transition to AIFRS leases will be classified as operating leases or finance leases on the basis of circumstance existing at
tnception of the lease. Under Australian GAAP certain leases were classified ag operating leases that are classified as finance leases under
ATFRS due fo differences in the clasgification criteria. AIFRS reguires congideration of the probability of expected risks and benefits not
Just the possible risks and benefits.

No adjustments are expected for the Company or cconoimic entity.
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33, IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING
STANDARDS (Cont’d)}

th} Goodwill

Goodwill represents the difference between the cost of a business combination over the net fair value of the wdentifiable assets, labilities
and contingent Habilittes acquired. In respect of acquisitions prior to transition date, goodwill is expected to be incleded on the basig of its
deemed cost, which represents the amount recorded under Australian GAAP, adjusted for reclassifications of other intangible assets not
meeting the AIFRS recognition criteria. Bubunty Power Limited expects to elect not to apply AASE 3 Business Combinations 1o past
business combinations, s permitted by AASB | First-time adoption of Australion Egquivalents to International Financial Reporting
Standards. No adjustments are expected for the Company or economic entity.

Goodwill will be stated at cost less any accumulated impairment losses. Goodwill will be allocated to cash generating units and tested
annually for tmpairment (refer {d) for further details on impairment testing). Negative goodwill arising on acquigition will be recognised
directly in profit and loss unbess it is deemed to be a transaction with owners. Under current Australian GAAP negative goodwill is
allocated to the non-monetary assets acquired. There 18 no expected impact of this change in treatment on fransition.

Research and development

Under AIFRS expenditure on research activities will be expensed as incurred. Under A-GAAP expenditire on development activities may
be capitalised if the product or process s technically and conunercially feasible and the consolidated entity has sufficient resources o
complete the development. Capitalised development expenditure will be stated at cost less accumulated amortisation and impairment
fosses.

No research and development expenditure has been capitalised under current Australian GAAP in the year ended 30 June 2005, therefore
there is no impact expected for the Company or economic entity.

(hher intangible assels

Other intangible assets acquired will be stated at cost less accumulated amortisation and impairment losses. On transition other intangible
assets are being reviewed to ensure they are capable of recognition under AASB 138, fatangible Assets and tested for impairment. No
reclassifications or impairment losses are expectad.

fo} Amortisation

Amortisation will be recognised on a straight-line basis over the estimated wseful lives of the intangible assets, unless such lives are
indefinite. Goodwill and intangible assets with an indefinite useful life will not be subject to amortisation but fested for impairment
annually. Other intangible asgets will be amortised from the date they are available for use. Changes in useful life on transition 10 AIFRS
wilt be accounted for prospectively. Intangible assets are expected to have infinite Hves.

The tmpact on the results for the year ended 34 June 2005 is expected to be a profit of §303,011 from the reversal of the goodwill
amortisation, and a profit of $37,464 from the reversal of amortisation of the intellectual property, for the consolidated entity and no impact
for the Company.

ted} Impairment

Under current Australian GAAP the carrving amounts of non-current assets valued on a cost basis are reviewed at reporting date to
determine whether they are in excess of their recoverable amount. If the carrying amotmt of a non-current asset exeeeds its recoverable
amount the asset is written down to the lower amount, with the write-down recognised in the tnhcome statement in the period in which it
occurs. Where a group of assets working together supports the generation of cash inflows, recoverable amount s assessed in relation to that
group of agsets. In assessing recoverable amounts, the relevant cash flows have not been discounted to thewr present value.

Under current Australian GAAP the coliectibility of receivables is assessed at each repornting date and a provision is raised based on the age
of the outstanding overdue balance to allow for doubtful accounts. Under AIFRS, the carrying amount of the consolidated entity’s non-
curent assets, cxcluding deferred tax assets, goodwill and indefinite life intangible assets will be reviewed at each reporting date o
determine whether there 18 any mdication of impairment. IT any such mdication exists, the agset will be tested for impairment by comparing
tts recoverable amount 0 s carryithg amount.

Goodwill, which is oot amortised under AIFRS, tntanpible assets that have an indefinite ugefud life and mtangible assets not yet ready for
use are tested for impatrment annually. If there is any indication that an assat is impaired (or for those tested amnually), the recoverable
amount will be estimated for the individual asset. If # 18 not possible 1o estimate the recoverable amount for the individual asset, the
recoverable amount of the cash generating unit to which the asset belongs will be determined.

A cash generating unit will be the smallest identifiable group of assets that penerate cash inflows largely mdependent of the cash inflows of
other assets or group of assets. Each cash-generating umit must be no larger than a segment.  An impairment foss will be recognised
whenever the carrying amount of an asset, or its cash generating unit, exceeds its recoverable amount. lmpairment fosses will be recognized
i the income watement unless they relate to a revalued asset, where the impainment foss will be treated in the same way as a revaluation
decrease.
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33, IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING
STANDARDS (Cont'd)

Impairment losses recognised n respect of 2 cash generating unit will be atlocated first to reduce the carrying amount of any goodwill
allocated to the cash generaling unit and then 10 reduce the carrying amount of the other assets th the unit pro rata based on their carrying
AMOUIS,

Goodwill and indefinite hfe intangible assets will be tested for impairment as at trangition date. No impact 18 expected for the economic
antity or company

Caleulation of recoverable amount
Under current Austrabian GAAP, the recoverable amount of non-current assets wag assessed at an entity level using undiscounted cash
flows.

Under ATFRS, receivable with a short duration are not discounted. The recoverable amount of other assets will be the greater of the fair
value less costs to sell and the value tn use. In assessing value in use, the estimated future cash flows will be discounted to their present
value using a pre-tax discount rate that reflects the current market assessments of the nisks specific to the asset or cash generating unit. Cash
flows will be estimated for the asset or cash generating unit in 18 current condition and therefore will not inchude cash inflows and outflows
improving or enhancing the asset’s performance or expected to artse from future restructuring not yet committed to at testing date.

No impact of the change in the basis of impainment testing for trade receivables s expected for the company and economic entity.

Reversals of bnpairment

Under current Australian GAAP impairment losses may have been reversed. However, the economic entity made no such reversals. Under
AIFRS an impairment loss in respect of goodwitl must not be reversed. In respect of other agscts, an impairment foss will be reversed if
there has been a change in the estimates used fo detenmine the recoverable amount. An impairment loss will be reversed only to the extent
that the assef’s carrying amount does not excead the carrying amount that would have been determined, nef of depreciation or amortisation,
tf no impainnent boss had been recogmised. Thare 13 no expected impact of this change in treatiment on transition.

fe} Taxation

On trangition 1o AIFRS the balance sheet method of tax effect accounting will be adopted, rather than the Hability method applied currently
under Australisn GAAP. Under the balance sheet approach, income fax on the profit and loss for the vear comprises current and deferred
taxes. Income tax will be recognised in the thcome siatement except to the extent that it relates fo ttems recognised directly in equity, in
which case it will be recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at reporting date,
and any adjustments o tax payable in respect of previous years. Deferred tax is provided using the balance sheeot lability method,
providing for temporary differences between the carrying amount of assets and Habilities for financial reporting purposes and the amounts
used for taxation purposes.

The following temporary differences will not be provided for: goodwill for which amortisation 1s not tax deductible, the mitial recognition
of assets and liabilities that affect neither accounting or taxable profit, and differences relating to investments in subsidianies to the extent
that they will probably not reverse in the foreseeable future. The amount of deferred tax provided will be based on the expected manner of
reatisation of the asset or seftlement of the liability, using tax rates enacted or substantively enacted at reporting date.

A deferred tax asset will be recognised only 1o the extent that it is probable that future taxable profits will be available againgt which the
asset can be wiitlised. Deferred tax assets will be reduced fo the extent it is no longer probable that the related tax benefir will be realised.

No adjustments are expected for the Company or cconoimic entity.

tH} Emplovee benefits

Share based payments

Under current Australian GAAP no expense 8 recognised for options issued to employees. Under AIFRS, the fair value of options granted
must be recognised as an employee benefit expense with a corresponding increase in equity. The fair value will be measured at grant date
taking into account market performance conditions only, and spread over the vesting period during which the gmployess becomes
unconditionatly entitled to the options. The fair value of options granted will be measured using the binomital method, taking into account
the terms and conditions attached to the options. The amount recognised as an expense will be adjusted to reflect the actual number of
options that vest except where forfeiture 1s due to market related conditions.

For the financial yvear ended 34 June 2005, employee benefits expense and retained earnings of the economic entity and company are not
expected to be tmpacted matenally by the application of AIFRS.
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33, IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING
STANDARDS (Cont’d}

fer) Foreign currency

Finanetol statements of foreign operations

Under current Australian GAAP, the assets and labilities of self-sustaining foreign operations are translated at the rates of exchange ruling
at reporting date. Equity items and goodwil] are translated at historical rates. The statements of financial performance are translated at a
weighted average rate for the year. Exchange differences arising on transbation are recognised directly in the foreign currency transglation
resarve undt disposal of the operation, when it 13 fransferred directly to retained earnings.

The assets and habilities of operations that are integrated are transfated using the temporal method. Monetary assets and liabilities are
translated at rates of exchange at reporting date, while non-monetary items and revenue and expense items are translated at exchange rates
cutrent when the transactions occurred. Exchange differences anising on translation are brought to account in the statement of financial
performance.

Under AIFRS each entity in the consolidated entity determines its functional currency, being the currency of the primary economic
environment n which the entity operates reflecting the underlying transactions, events and conditions that are relevant to the entity. The
entity maintaing its books and records in its functional currency.

The assets and liabilitics of foreign operations, including goodwilt and fair value adjustments arising on consolidation, are translated from
the entity’s functional currency to the consolidated entity’s presentation currency of Australian dollars at Toreign exchange rates ruling at
reporting date. The revenues and expenses of foreign operations are tranglated to Australian dollars at the exchange rates approximating the
exchange rates ruling at the date of the transactions. Forgign exchange differences ariging on mranslation are recognised directly in a
separate component of equity. There are no expected changes in functional currency for the Company or 118 subsidiaries.

All foreign operations are franshated tnto Awstralian dollars using the method described above, the concepts of 'self-sustaining’ and
‘integrated’ operations do not exist i the AIFRS framework. On disposal of a foreign operation, the amount recognised in the foreign
currency franslation reserve attributable to the foreign operation 18 included in the caleulation of gain or loss on disposal and recycled
through the current year income statement.

The AASB | clection {o reset exigting forelgn currency translation reserve balance to nil i expected to be adopted. Goodwill and fair value
adjustments arising on acquisition of foreigh operations prior to transition date continue to be transbated at historical rates as permitted by
AASB I, therefore there is no impact on trangition in respect of this change.

The impact of the application of the transitional election to reset the forelgn cwrrency transtation reserve Tor the year ended 30 June 2005 on
the cconomic entity 18 to increase the foreign currency translation reserve by $744,156 and decrease the retained profits by the same
amount.

thi Financial Instrioments

Dulthunty Power Limited expects 1o take advamtage of the clection in AASB 1 to not restate comparatives for AASB 132 Firencial
Instruments: Disclosure and Presentation; and AASB 139 Financial Tnstruments: Recognition and Measurement. There are no expected
adjustments i relation to these standards, for the economic entity and the company, for 1 July 2004 or the financial year ended 30 June
2005 as current Australian GAAP is expected to continue to apply.

The entity hag followed Australian GAAP in accounting for financial instruments within the scope of AASB 132 and AASB 139 as
described in Note 1, Statement of significant accounting policies.
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33, IMPACYT OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING STANDARDS {Cont*d)Summary of Transitionaf Adjustiments

The following sets out the expected adjustments to the statement of financial posttion of the company and the consolidated entity at transition to AIFRS as at 1 July 2004 and for the AIFRS comparative
period balance sheet ag at 34 June 2005,

ASSETS
TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Receivables

(rher financial assets
Property, plant & equipment
tntangible assets

Total on-Clrtent assers

TOTAL ASSETS

LIABILITIES

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Payables

taterest-bearing liabilities
Provision

Total Non-Current liabiiities

TOTAL LIABILYTIES
NET ASSETS

EQUITY

Contributed eguity
Reserves
Accumutiated losses
Ouitside equity interest
TOTAL EQUITY

AGAAP

583,976

3,000
961,957
4,201,853
$,253.812

11,684,788

4,266,430

362,161
2,203,243

2,565,404
6,831,854

4,232,934

£,033. 786
644,771
(4,248,166
1,822 570
4,332,534

Feanomic Eatity

1 July 2004
3
Transition
Impact AIFRS AGAATP
5436,976 5,14 70
ELRIEY 000
961,957 1l 195
T8.461 4 80,316 2,435,041
5332273 3,527,136
15,163,248 8628313
4,266,450 4008 (62
62,16l 328,127
2,203,243 1,036,753
- 4 894
2,565,404 1,434 779
431,854 5,537 841
4,331,395 3,000,474
6 133,789 6,054,101
744,136 1388, 027 {734,356)
{663,605} (4.913,891) (4825 2060
1,822,570 2,596,019
4,331,395 3,090,474

Economic Entify
30 June 2085
¥
Transition
linpact AIFRS AGAAP
5,141,179 969,921
- 28775357
S{,006 F471,480
104,195 ERZE
366,480 2,796,421 -
3BRT6L6 4,452,653
8,988,795 5422574
4,008,062 538,221
328,127 362 kel
1,106,753 ¥77,153
4,894 -
1,439,779 1239314
5,337,841 L777.535
3,436,954 3,645,039
6,054,161 6,033,789
{744,156} 2,800 L3R E8
{3H3,876) {5,208.966) {3,769,908)
2,596,019 -
3,436,954 3,645,039
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Company
1. Juky 2004
%
Transifion
Tenpact

AIFRS AGAAP
960,621 146,763
2,977,357 2,977.357
1,471,480 139,126
1816 2,53
4452.653 3,119,022
5,422,574 3,225.787
538,221 701,630
362,161 128,127
%77.153 #26, 464
1,230,314 1,148.591
1,777,535 1850221
3,645,039 1,375,566
6,033,780 6.054,101
1,381,158 48,804
(3,769,908) (4,727,339
3,645,030 1,375,566

Caompany
My June 26005
$
Fransiticn
Irpact

AIFRS

166,763

2,977.357
139,126
2,539

3, Hi9.022

32257787

70,630

328,127
#26,464

1,148,301
856,221

1,373,566

6,054,101
48,804
(4,727,339

1,375,366
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33 IMPACT OF ADGPTING AUSTRALIAN EGUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING

STANDARDS (Cont’d)

Reconcitiation of profif for the financial year ended 30 June 2005

The following sets out the expected adjustments to the statement of financial position of the company and the consolidated entity for the

year ended 30 June 2005,

Economic Entity
Year ended 36 June 2(H5

Company

Year ended 30 June 26045

%
Transiticnal
AGAAT Tenpact AIFRS AGAADP

Feual revenus 4767934 - G.767.934 221,838
Tosal expenses (14,201,463} I60480 0 (9841013 {1, F7H, 360
Loss from ordinary activities before income tax {433,550} {73,079} (957431}
Ineome tax benefltfexpense) relating to ordinary {89 286) {BO. 286y -
activities

Net profis atteibutable 10 ourside equity interest {54.234) {54.2543 -
Net profit attributable © members of parent (577 08 (216,619 (957 431}
entity

Sammary of impact of transition to AIFRS on retained earnings

The impact of the transition to AIFRS on retained carnings ag at | July 2004 1 summarised below.

Conselidated Company
5 b3
Accwmulated losses at 1 Juby 2004 under AGAAP {4,248, 1963 {3,769,908)
AIFRS Reconcifistion:-
impact of amortisation of Inteilectual Property 78461 -
Impact of Foreign Currencey Translation Reserve {744,156} -
Retained earnings af 1 July 200H under AIFRS (4,913,891} (3,769,908}
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221,538
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Directors' Declaration

I accordance with a resolution of the Directors of Dulhunty Power Limited, | state that
In the opinion of the Directors:

{a} the financial statements and notes of the company and of the economic entily are in accordance with the Comporations
Act 2001, including:

(13 giving a tree and fair view of the Company's and consolidated entity's financial position as at 30 June 2005 and of
their performance as represeried by the resulis of their operations and their cash flows for the year ended on that
date; and

{iiy  complying with Accounting Standards in Australia and Corporations Regulations 2001; and

) there are reasonable grounds to believe that the Company will be able to pay s debis as and when they become due and
payable.

This declaration has been made after receiving the declarations required to be made to directors in accordance with Section 293A of the
Corporations Act 2001, for the financial period ending 30 June 2005,

On hehalf of the Board

Alred I Chown
Director

Hong Kong, 29 September 2005
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Independent audit report to members of Dulhunty Power Limited

Scope

The financial report and directors’ responsibility

The financial report comprises the statement of financial position, statement of financial performance, statement of cash flows,
accompanying notes to the financial statements, and the divectors’ declaration for both Dulhunty Power Limited (the company) and the
consolidated entity, for the year ended 30 June 2005, The consolidated entity comprises both the company and the entities it controlled
during that year.

The directors of the company are responsible for the preparation and true and fair presentation of the financial report in accordance with the
Corporations Aot 2001, This mcludes responsilnlity for the maintenance of adeguate accounting records and internal controls that are
destgned to prevent and detect fraud and error, and for the accounting policies and accounting estimates inherent in the financial report.

Audit approach

We conducted an independent audit in order to express an opinion to the members of the company. Our audit was conducted in accordance
with Australian Auditing Standards in order fo provide reasonable agssurance as to whether the financial report i free of material
misstatement. The nature of an audit is mfluenced by factors such as the use of professional judgement, selective testing, the inherent
Hmitations of internal controd, and the availability of persuasive rather than conclustve evidence. Therefore, an audit cannot guarantee that
all material misstatements have been detected.

We performed procedures to assess whather in all matenial respects the financial report presents fairly, in accordance with the Corporations
Act 2001, including compliance with Accounting Standards and other mandatory financial reporting requirements in Australia, a view
which s consistent with our understanding of the company’s and the consolidated entity’s financial position, and of their performance as
represented by the results of thetr operations and cash flows.

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

+  cxamining, on a test basis, information to provide evidence supporting the amounts and disclosures in the financial report, and
assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of significant accounting
estimates made by the directors.

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

independence
We are independent of the company, and have met the independent requirements of Australian professional ethical pronouncements and the
Corporasions Aot 2001, We have given to the directors of the company a written Auditor’s Independence Declaration a copy of which is
included 1o the directors’ report.  In addition to our audit of the financial report and the additional disclosures, we were engaged to
undertake the services disclosed in the notes to the fnancial statements.  The provision of these services has pot impaired our
tndependence.

Audit opinien
In our oparion, the financial report of Dulhunty Power Limited is in accordance with:

{a} the Corporations Aot 2001, including:

{1} giving a true and fair view of the company’s and consolidated entity’s financial position as at 30 June 2005 and of g
performance for the vear ended on that date; and
{1t} complving with Accounting Standards in Australia and the Corporations Regulations 2001; and

(b} other mandatory financial reporting requirements in Australia.

GOULD RALPH & COMPANY
Chartered Accountants

GREG RALPH M. Camn, F.OCA
Partner

29 September 2003, Svdney

Liability fimited by a scheme approved under Professtonal Standards Legislation
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ASX Additional Information

Additional infonmation required by the Australian Stock Exchange Lid and not shown elsewhere in this report is as follows. The
information is current as at 31 August 2005,

{a) Distribution of equity securities
The number of sharcholders, by size of holding, tn each clags of share are:

Ordinary shares
Number of holders  Number of shares

1 - 1000 1ol 58,855
1,801 - 5000 3O 787,048
3,001 - L0086 142 1,059,767
10,03 A L X 4] 184 5,626,000
103,041 and over 72 51,230,008

8409 58,763,478
{b} Twenty largest shareholders
The names of the twenty largest holders of guoted shures are:

Listed ordinary shares
Number of shares ?cf‘centage of
ordinary shares

1 NLP International Lid 1,884,667 13.4
2 Peter Dulbunty 6,000,600 11194
3 Hot Springs Pty Lid 3,000,600 A1
4 Edmund Lacis 2,893,936 4.9
3 Zurich Square Investments Limited 2,554,783 4.3
f Westpae Custodian Nomineges 2,302,548 3.9
7 G.T. Consultants L1 2,165,866 3.7
# Kexby Finance 2,000,600 3.4
9 Brendon A. Park 1,544,522 1.6
10 Granic Pry Lid 1,094,661 1.9
11 Daradine Pty Ltd 1,000,600 1.7
12 CIHT Robertson 968,911 1.6
13 POW Communications Py Lid 440,793 1.6
14 Brian Mathiesen 780,371 1.3
15 J. Herbert Smith T30,H12 1.2
16 Lishlue Pty Ltd 764,864 1.3
17 Phitip Beard T50,680 1.3
18 {an Clyne 656,038 11
19 {an C. Worner 633,229 11
20 Mr Tony Mitchel] 566,025 1.0

36,231,326 660.8%
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{¢) Substantial sharcholders

The number of shares held by substantial sharcholders are:

NLP International Limited
Peter Duthunty
Hot Springs Pty Limited

Number of Shares
1,884,667
6,800,000
3,000,000

{d) Voting rights

Al ordinary shares (whether fully paid or not) carry one vote per share without restriction.
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Corporate Governance Statement

Corporate Governance Statement
Duthunty Power Limited’s corporate governance praciices were in place throughout the year ended 30 June 2005 and were fully compliant
with the ASX Corporate Governance Counct] best practice recommendations, unless otherwise stated below.

Board of Directers

The board of directors guides and monitors the business and affairs of Duthuaty Power Limited on behalf of the shareholders by whom
they are elected and to whom they are accountable. The board of directors of Dulbumy Power Limited 18 respongible for the overall
corporate governance of the consolidated entity . To assist the Board in discharging it's responsibtlities # has adopted the following
principles of corporate governance that are considered appropriate Tor the present size of the Economic Entity and that unless otherwise
explained, follow the recommendations of the Australian Stock Exchange (ASX) Corporate Governance Council. The Board is responsible
for:

formulating strategic direction and monttoning performance objectives

developing and monitoring adoption of the most appropriate principles of corporate governance

reviewing and ratifying systems of risk management and internal control, codes of conduct and legal comphiance

approving and momtoring the progress of major capital expenditure projects, funding programmes, acquisitions and divestments
reviewing and approving annual business plang and budgets

reviewing and ratifying systems Tor health, safety and environmental management and controls

appointing and evaluating the performance of senior executives

appointing, removing and creating succesgion policies for directors and senior executives.

approving and monitoring financial and other reporting. The board has delegated responsibility for operation and day to day
administration of the company to the Chief Exccutive Gfficer, Chief Financial Officer and executive management.

Board Composition
The composition of the Board is determined in compliance with the Parent Entity’s constitution. The names of the directors of the company
in office at the date of this report, their term of office and their skills, experience and relevant expertise are detailed in the director’s report.

The names of independent directors of the company are:
Marcus Everard Richard Liewellyn

An mdependent director is a director who s not a member of management and who!

* s not a substantial shareholder of the company or an officer of, or otherwise associated directly with, a substantial sharcholder of
the company

*  Hag oot within the last three years been employed in an executive capacity by the company or another group member, or been a
director after ceasing fo hold any such employment

s Within the last three years has not been a principal or employee of & material professional advisor or a material consultant to the
company of another group member

s not a material supplier or customer of the company or another group member, or an officer of or otherwise agsociated with a
material supplier or customer
Has no material contractual relationship with the company or another group member other than as a director of the company
Is free from any interest and any business or other relationship which could, or could reasonably be perceived to, materially
tnterfere with the director’s ability to act in the best interests of the company

Duthunty Power Limited does not currently have a majority of independent directors on the board due to the size and mdustry specific
nature of the company. The board is currently 8 the process of completing selection of a new independent Chainman and expects to
announce this appointment shortly.

Board Processes

To asstst in the execution of #s responsibilities, the board has established a number of committees, including & nomination committee, a
remuneration commitiee and an audit conunities. The board has also established a framework for the management of the consolidated
entity including regular management comumitios meetings, internal control systems and the establishment of appropriate ethical standards.
A schedule of directors meetings i3 detailed in the directors” report.

Nomination Committee

The names and qualifications of those appointed to the nomination committee for the year ended 30 June 2005 and their attendance at
mectings of the committee are mcluded in the director’s report. This conumnitiee is involved in the oversecing of the appointment and
tnduction process for new directors and commitice members.

Audit Committee

The names and qualifications of thoge appointed to the audit committee Tor the vear ended 30 June 20635 and their attendance at meetings of
the committee are included in the director’s report. All members were non executive divectors with Mr lan Worner being independent. Mr
Worner restgned as a Director on 28 June 20015 and has been replaced on the audit committee by Mr Richard Llewellyn. The Chief
Executive Officer and Chief Financial Officer are invited to audit commitiee mectings a1 the discretion of the commitiee. The external
auditor met with members of the commities at leagt twice during the year.
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Audit Committee (Cont’d)
The responsibilities of the audit committes include:
+  Assessing whether non — audit services provided by the external auditor are consistent with maintaining the external auditor’s
tndependence. Each reporting period the external avditor provides an tndependence declaration in relation to the audit or review.
*  Providing advice to the Board in respect of whether the provigion of the non — audit services by the external auditor i3 compatible
with the general standard of independence of auditors imposed by the Corporations Act 2001,

Remuneration Committee

The remuneration comumitice reviews and makes recommendations fo the board on remuneration packages and policies applicable to the
Chief Executive Officer, sentor executives and staff and directors themsebves. It is also responsible for share option schemes, incentive
performance packages, compliance with superannuation requirements, termination entitfements, fringe benefits policies and professional
tndamnity and liability ingurance policies as applicable.

The namas of the members of the remuneration committes and their attendance at meetings of the commitiee are detailed in the director’s
report. The remuneration committeg in place for the year ended 30 June 2005 consisted of three directors but did not have a majority
independent, due to the size of the company and its board, together with the industry knowledge of directors on the commititee. The Chief
Executive Officer and Chief Financial Officer are invited to Remuneration Commiltee meetings, as required, to discuss senior executives
and staff performance and remuneration packages.

There are no schemes for retirement benafig other than tatwtory superannuation Tor non executive directors.

Remuneration Policies

Remuneration levels are set to attract and retain appropristely qualified and experienced directors, senior executives and staff to run the
aconomic entity. The board considers that the remuneration structure will be able to attract and refain the best executives with the necessary
tncentives to work to grow long tenn shareholder value.

The remuneration commiitee obiains independent advice as necessary on the appropriatencss of remuneration packages, given trends in
comparative companies both locally and mternationally. Remuneration includes a mix of fixed remuneration and performance based
remuneration. All executives receive a base salary, superamnuation, fringe benefite and performance theentives. The remuneration
commities reviews exacutive packages semi annually by reference to company performance, executive performance, comparative indusiry
information and relevant mdependent advise. The performance of executives s measured against eriteria agreed half yearly which 18 based
on the forecast growth of the company’s turnover and profits and shareholders value.

Executives are alzso entitled to participate in the employee option arrangements.

The amount of remuneration for all directors and the five highest paid executives, including all monegtary and non monetary components,
are detatled in the note 29 to the financial report.

The board considers that the above performance hnked remuneration structure is generating the desired owtcome. The evidence for this is
very strong growth in turnover over the recent period and the consistent high level of achievement of executives, which qualifies them for
bonus.

Risk Management
The group takes a proactive approach to risk management. The board is responsible for ensuring that risks, and also opportunities, are
tdentified on a timely basis and that the group's objectives and activities are aligned with the nigks and opportunities identified by the board.

The group believes that it is crucial for all board members to be 2 part of this process, and as such the board has not established a separate
risk management commitice. Instead sub-cormmittess are convened as appropriate in response 1o issues and risks identified by the board as
a whole, and the sub-committee further examines the issue and repotts back to the board.

The board has a number of mechanisms tn place fo ensure that management's objectives and activities are aligned with the risks identified
by the board. These include the following:

v Regular sharcholder open days tn addition o the AGM, attended by the Board and specified executives, which ensure that the board i
cogisant of the diverse needs of varnous stakeholders and asyist in identifying the risks the business may face if those needs are not
met. The board holds ongoing discussion of issues raised in these meetings, 1o specifically review and update the corporate strategy as
BEcessary.

v Board approval of a strategic buginess plan, which encompasses the entity's vision, mission and strategy statements, designed 1o meet
stakcholders needs and manage business risk.

v Implementation of board approved operating plans and budgets and board monitoring of progress against these budgets, including the
cstablishment and monitoring of key performance indicators (KPI's) of both a financial and non-financial nature.

v The establishment of commiliees fo report on specific business rigks, including for example, such matters ag occupational health and
sufety.

v Monthly management meetings involving executive directors, specified executives, and staff during which reports are given on
production, sales, financtal, compliance and strategic iwsues and decisions taken on operating matters, or referred to the board.
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Corporate Governance Statement (Cont’d)

Risk Management (Cont’d)

Regular reports and cash forecasts from the CFO which assist in discharging the board's responsibility to manage the orgamsation's
financial risks. The board is advised on such matters as the entity's liquidity, avatlable credit and currency exposures and monitors actions
to ensure they are in Hie with company policy.

Financial Reporting

To assist the Board in approving the Company’s financial report, the Chief Executive Officer and the Chief Financial Officer are reqguired
to present a statement with regard to the integrity of the financial statements to confirm 1o the Board that the Company’s financial
statements present a fruee and fair view in all material respects of the Company’s financial condition and that operational results are in
accordance with applicable accounting standards and the Corporations Act 2001,

Convergence with Australian equivalenis to Imternational Financial Reporting Standards (AIFRS) is a key current financial reporting
project, and the board has established a formal project, monitored by a steering commitice, to ensure a smooth trangition to AIFRS
reporting, beginming with the half-year ended 31 December 2005,

Details of the progress of the implementation project and the expected impact of transition to AIFRS on the financial report for the year
ended 30 June 2005 are included in Nofe 33. The consolidated entity is expected to be in a position {o fully comply with the reporting
requirements of AIFRS for the 30 June 2066 financial year.

Last year information for CGC Recommendation 7.2 was included under the heading of “Risk Management™.
Trading Policy
The commpany’s policy regarding divectors and employees trading in 18 securifies is sgt by the board. The board restricts directors and

employees from acting on material information untd it has been released 1o the market and adequate time has been given for this to be
reflected in the security's prices.
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