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Dear Sir/Madam

ENVIROZEL LIMITED — PROFIT ANNOUNCEMENT
Appendix 4e - Preliminary Final Report

The Directors of Envirozel Limited (ASX: EVZ) are pleased to announce that the company has achieved an
after tax profit in 2005-06 of §1.548 miilion, which 1s in excess of our previously advised forecast. This is
the company’s first profit in 17 years and is an important milestone for the company and its supporive
shareholders.

company 11 ifs strongest position on record. The company now has a sustainable profit platform; its
operations are generating posifive cash flows and 1t has a strong balance sheet. This position is underpinned
by two profitable businesses each with solid growth prospects. Further, the Directors have put in place a
strategy for growth building on this platform.

The highlights of the year were:

Strong revenue and profit growth from Syfon Systems.
The successful acquisition of the business of E. Brockman & Sons (now Brockman Engineering) and
the winning of new contracts.

» Final commissioning commenced for the NuSource water recycling system at the Mefbourne City
Council headquarters.

» Significant capital raising including new cornerstone mvestors.

» Repayment of a loan from Australian Ethical [nvestments Limited, resulting in the release of
debenture charge and the subsequent establishment of proper ongoing funding arrangements with
one of Australia’s big four banks.

» The sale of the group’s investment in Zeolite Australia Pty. Lid.



Svfon Systems

Syfon System’s sales increased by 35% in 2005/06, with a significant lift in pre-tax profit. These results
reflect strong construction markets m Australia and Malaysia and the company’s ability to gain market share
on the back of mdustry leading technoiogy and a strong service culture and value proposition. Major
projects undertaken or won during 2005-06 mcluded Southern Cross Station, Rouse Hill Regional Centre,
three Coles Myer projects, Eureka Tower, MCG, Adelaide Airport terminal and Sylvia Park Shopping
Centre (New Zealand). Syfon finished the year with the value of orders m hand 1n excess of $6M, assuring
us of a strong year ahead.

Brockman Engineering

The business of E Brockman & Son was acquired by Envirozel i April 2006. This long established and
respected Geelong based heavy engineering business, has a blue chip client base meluding Sheli, Alcoa,
Termmals and Melbourne Water. For the three mcnn{hs under Envirozel’s ownership, Brockman Engineering
contributed $3.8 million to revenue. Brockman is the leading fabricator m the southern states of large and
very large-scale storage tanks for use in the petroleum, chemicals and water mdustries. The immed:ate
outiook for Brockman 1s positive and its order book 1s already full into the middle of 2007.

NuSource Water
Whilist concentrating on the completion of the M.C.C. project, which has recently been the subject of a
considerable amount of favourable media coverage, the business has also contmued fo actively pursue

further opportunities to use its state of the art technologies 1n water re-cycling and re-use.

Envirezel Limited

Envirozel has previously stated that the company will make further acquisitions to build both a critical mass
and a solid piatform for long term earnings growth, and will be seeking to build a base of specialist
businesses that service solid, niche positions in the mfrastructure water and construction mdustries. The
company’s acquisifion criferia are:

Well established, profitable companies with good management
Mmimum of five years profitability

Transaction size up fo $20 million

Must have strong organic growth potential.



Smee the end of June 2006, the company has raised an additional $2.5 miilion, most of which was used to
repay the deferred consideration for Brockman Engmeering, further strengthening the company’s balance
sheet. Leading specialist smalil cap fund manager, Paradice Investment Management was the major
participant i this raising.

The past financial year can be best characterised as one of transformation and growth for Envirozel. With
two solid businesses and a strategy mn place to undertake further acquisitions, the company has buiit a strong
growth platform.

Revenue 1n 2006-07 1s expected fo be around $30 miilion for the current two businesses, with Brockman
contributing for the full year, and another growth year for Syfon. The company expects to report significant
profif growth in the year shead as well as increased turnover from further acquisitions.

Yours faithfully

Gordon McKern
Chairman

For further mformation, please contact:

Gordon McKern Rod North

Executive Chairman Executive Director

Envirozel Limited Bourse Communications Pty Lid

Tel: +61 3 9670 4545 Tel: +61 3 9510 8309

Mobiie: 0408 509 084 Mobzie: 0408 670 706
E:gordon.mckern@envirozel.com E:rod@boursecommunications.com.au

About Envirozel Limited

ASX histed Envirozel (EVZ) 1s an emerging industrial group with a portfolio of specialist businesses
operating in the mfrastructure, water and engineering industries. The company’s operations currently mclude
two successful busiesses, Syfon Systems and Brockman Engineermg. Both have strong positions in their
respective markets with exceptional growth opportunities. The company’s strategy is to grow by acquisifion
targeting strong, established and profitable businesses where generational change or succession issues have
become a constraint on growth
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Results for announcement to the market

A

Revenue from ordinary activities up 87% to 13,849,635
Profit from ordinary activities after tax Up from a fo 1,534,949
attributable to members previous

loss
Net Profit for the period attributable to Up from a to 1,548,910
members previous

loss
Amount per security and franked amount Nil
per security of final and interim dividends
Record date for determining entitiements to Not
dividends applicable

Brief explanation of any of the above figures necessary to enable the figures to be understood

Refer to attached letter from the Chairman



INCOME STATEMENT

Revenue

Other mcome

Expenses:

Marketing expense

Cost of sales

Corporate and administration
Finance costs

impairment costs

New business development costs

Corporate restructure

Profii/(logs) before income tax

income lax expense

Profit/f(logs) from continuing operations

Profit/{Loss) trom discontinued operations

Profit/f(loss) for the year

Profif attributable to minority interest

Profit/(loss) attributable to members of the

parent enfity

Basic carnings per share
Difuted carnings per share
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Economic Economic
Entity Entity
2006 % 2005 %

13,849,635 7.397.637
45,579 15,195
(150,170) {286,508)

(9,601,702)  (5,192,922)
(2,184,199)  (2,140,991)

(24%,383) (151,640)
. {100,000
(230,146) (604,520)
20,600 (60,000)

1,460,614 (1,123,749

(74,335) 104,387

1,534,949 (1,228,136)

13,961 {507.853)

1,548,910 (1,735,989

1,548.910 {1.735,989)

Cents Cents
1.36 (2.8)
1.35 2.8)




BALANCE SHEET

CURRENT ASSETS

Cash and cash eguivalents
Trade and other receivables
Inventories

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Trade and other receivables
Financial Assets

Property, Plant and Equipment
Deferred Tax Assets
Intangibles

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES

Trade and other payables

Current tax liabilities

Short-term borrowings

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Long-term borrowings

Deferred Tax Asgets

Provigions

TOTAL NON-CURRENT LIABILITIES

TOTAL LIABILITIES
NET ASSETS

EQUITY
fssued Capital
Regerves

Accumulated losses

TOTAL EQUITY
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Econemic
Entity
2806 8

1,728,44G0
4,744,532
1,121,118

Economic
Lntity
2005 %

283,968
2,173,534
162,603

7,594,051

2,620,105

425,337 175,978
25,060 245,000
2,003,057 285,402
312,637 41,792
3,956,761 3,282,532
6,812,792 4,030,704

14,406,843

6,650,809

3,195,541 2,796,551
4,361 -
2,018,951 243,374
5,218,853 3,039,925
2,101,518 990,979
4,098 3,273
22,910 23,664
2,128,526 1,017,916
7,347.375 4,057,841
7,059,464 2,592,968

24,279,368
222,043
(17.442,847)

21,380,498
204,227
(18,991,757)

7,059,464

2,592,968




STATEMENT OF CHANGES IN EQUITY

LECONOMIEC ENTITY

Balance at 1July 2004

Profit/{loss) atiributable to
members of parent entity

Shares issued during the year
Exchange Rate Reserve

Sub-iotal
Dividends paid or provided for
Balance at 30 June 2005

Balance at 1 July 2005

Shares issued during the year

Profit attributable to members of

parent entity

Exchange Rate Reserve
Sub-total

Dividends paid or provided for
Balance at 30 June 2006
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$ $ $ $
Share Capital
Ordinary  Retained Profits Reserves Total

20,011,619 {17,255,768) 213,676 2,969,527
- {1,735,989) - (1,735,089}

1,368,879 - - 1,368,879

- - (9,449) {9,449)
21,380,498 (18,991,757} 204,227 2,582,068
21,380,498 (18,991,757} 204,227 2,592,968
21,380,498 (18,991,757} 204,227 2,582,068
2,898,870 - - 2,898,870

- 1,548,910 - 1,548,810

- - 18,716 18,716
24,278,368 (17,442,847} 222,943 7,059,464
24,279,368 (17,442,847} 222,943 7,059,464
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STATEMENT OF CASH
FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers

(inclusive of G8T)

Payments to Suppliers & Employcees

(inclusive of G8T)

income lax paid

interest received

Finance cosis

NET CASH FLOWS USED BY

OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
investments / Acquisition of

controlled entities

Proceeds disposal of operations

Loans to controlled entities

Proceeds from sale of land

Proceeds from sale of plant and eguipment

Purchase of plant and equipment
NET CASH FLOWS USED BY
INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from Shares [ssued
Convertible Loan Repaid

Proceeds Other Loans

Repayment of Other Loans

Proceeds from Lease Financing
Paymeunts for Lease Financing

NET CASH FLOWS GENERATED
FROM FINANCING ACTIVITIES
NET INCREASE/(DECREASE)

IN CASH HELD

Net Cash Balance Acquired

Add Opening Cash Brought Forward

CLOSING CASH BALANCE

Envirozel Limited
ACN: 010 550 357

Economic Economic
Lntity Entity
2006 % 2005 %

14,216,791 8,002,367
{13,765,229) (9,238,161)
(15,111) (18,372)
36,920 13,133
{248,383) {151.,644)
224,988 {1,302,67%
(1,738,821 {160,600}
- 52,012

38,652 -
81,688 5,455
{186,172) {121,646}

(1,804.653)

(163,579)

2,548,870 1,368,879
(801,516) (16,484)
2,050,000 150,000
(660,889) (13,264)
. 20,760
(112,368) (88,184)
3,024,097 1,421,617
1,444,432 (44,635)
283,968 328,603
1,728,400 283,068
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The following 1s a summary of the material accounting policies adopted by the economic entity in the preparation
of the financial report. The accounting policies have been consistently applied, unless otherwise stated.

Basis of Preparation

First-time Adoption of Ausiralian Equivalents to Infernational Financial Reporting Standards
Envirozel Limited and conirolled entities have prepared financial statements in accordance with the Australian
Equivalents to [nternational Financial Reporting Standards (IFRS) from 1 July 2005,

in accordance with the requirements of AASB 1: First-time Adoption of Australian equivalents to Intemational
Financtal Reporting Standards, adjustments to the consolidated entity accounts resulting from the introduction of
iFRS have been applied retrospectively to 2003 comparative figures excluding cases where optional exemptions
avatlable under AASB | have been applied. These consolidated accounts are the first financial statements of
Envirozel Limited to be prepared in accordance with Australian equivalents to [FRS.

The accounting policies set out below have been consistently applied to all years presented. The parent and
consolidated entities have however elected to adopt the exempiions available under AASB 1 relating to AASB
132: Financial [nstruments: Disclosure and Presentation, and AASB 139 Financial Instruments: Recognition and
Measurement.

Reconciliations of the trangition from previous Australian GAAP to [FRS have been included in this report.

Reporting Basis and Conventions

The financial report has been prepared on an aceruals basis and is based on historical costs modified by the
revaluation of selected non-crrent assets, and financial assets and financial liabilities for which the fan value
basis of accounting hag been applied.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Accounting Policies

(a)

(b)

Principles of Consolidation

A controlled entity is any entity Envirozel Limited has the power to control the financial and operating
policies of so as to obtain benefits from its activities,

All controtled eniities have a June financial yvear-end.

All inter-company balances and transactions between entities in the cconomic entity, including any
unrealised profits or losses, have been eliminated on consolidation. Accounting policies of subsidigries
have been changed where necessary to ensure consistencies with thoge policies applied by the parent entity.
Wherte controlled entities have entered or left the economic entity during the year, thenr operating results
have been included/excluded from the date control was obtained or until the date control ceased.

Minority equity interests in the equity and results of the entities that are controlled are shown as a separste
item in the consolidated financial report.

income Tax

The charge for current income tax expense is based on the profit for the year adiusted for any non-
assessable or disallowed items. 1t 1s caleulated using the tax rates that have been enacted or are
substantially enacted by the balance sheet date.

Deferred tax is accounted for using the balance sheet liability method in respect of temporary differences
arising between the tax bases of assets and liabilities and their carrving amounts  the financial statements.
No deferred mcome tax will be recognised from the initial recognition of an asset or Hability, excluding a
buginess combination, where there 15 no effect on accounting or taxable profit or loss.

Deferced tax is calculated at the tax rates that are expected to apply to the period when the asset is realised
or liability is settled. Deferred tax is credited in the income statement except where it relates to items that
may be credited directly to equity, in which case the deferred tax is adjusted directly against equity.

Deferced income tax assets are recognised to the extent that it i probable that future tax profits will be
available against which deductible temporary differences can be utilised.

The amount of benefits brought to account or which may be realised in the future is based on the
assumption that no adverse change will ocour in income taxation legislation and the anticipation that the
economic entity will derive sufficient future assessable income to enable the benefit to be realised and
comply with the conditions of deductibility imposed by the law.

Envirozel Limited and its wholly-owned Australian subsidiaries have formed an income tax consolidated
group under the tax consolidation regime. Envirozel Lamited is responsible for recognising the current and
deferred tax assets end lisbilities for the tax consolidated group. The group notified the Australian Taxation
Office that it had formed an income tax consolidated group to apply from 7 June 2004, The tax
consotdated group has entered a tax sharing arrangement whereby each company in the group contributes
to the income tax payable in proportion to their contribution to the net profit before tax of the tax
consolidated group.

Inventories

Inventories are measured at the lower of cost and net realisable value. The cost of manufactured products
includes direct materials, direct labour and an appropriate portion of variable and fixed overheads.
Overheads are applied on the basis of normal operating capacity. Costs are assigned on the basis of
weighted average costs.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d)

Construction Contracts and Work in Progress

Construction work in progress is valued at cost, plus profit recognised to date less any provision for
anticipated future losses. Cost includes both variable and f{ixed costs relating to speeific contracts, and
those costs that are attributable fo the contract activity in general and that can be allocated on a reasonable
basis.

Construction profits are recognised on the stage of completion basis and measured using the proportion of
costs incurred to date as compared o expected actual costs, Where losses are anticipated they are provided
for in full.

Construction revenue hag been recognised on the basis of the terms of the contract adjusied for any
vartations or claims allowable under the contract.

Property, Plant and Equipment

Each class of property, plant and equipment is carried at cost or fair value less, where applicable, any
accumutated depreciation and impairment losses.

Plant and equipment are measured on the cost basis.

The carryig amount of plant and equipment 15 reviewed annually by directors to ensure i is not in excess
of the recoverable amount from these assets. The recoverable amount is assessed on the basis of the
expected net cash flows that will be received from the assets employment and subseguent disposal. The
expected net cash flows have been discounted to their present values in determining recoverable amounts,

The cost of fixed assets constructed within the economic entity includes the cost of matenials, direct labour,
borrowing costs and an appropriate proportion of fixed and variable overheads.

Subsequent costs are included in the asset's carrving amount or recognised as a separate asset, ag
appropriate, only when it 15 probable that future cconomic benefits assoctated with ihe ftem will flow to the
Group and the cost of the itemn can be measured reliably. All other repairs and maintenance are charged to
the income statement duering the financial pericd in which they are incurred.

Increases in the carrying amount arising on revaluation of land and buildings are credited to a revaluation
reserve i shareholders’ equity. Decreases that offset previous increases of the same asset are charged
against fair velue reserves directly in equity; all other decreases are charged to the income statement. Each
year the difference between depreciation based on the revalued carrying amount of the asset charged to the
income statement and deprectation based on the asset's original cost i transferred from the revaluation
reserve o retained earnings.

Depreciation

The depreciable amount of all fixed assets including building and capitalised lease assets, but excluding
freehold land, is depreciated on a straight-line basis over their useful lives to the economic entity
commenecing from the fime the asset is held ready for use. Leaschold improvements are depreciated over
the shotter of either the unexpired pertod of the lease or the estimated useful lives of the improvements.

The depreciation rates used for cach class of deprecisble assets are:

Class of Fixed Asset Depreciation Rate
Leaschold improvements 10 to 30%
Plant and equipment 10 to 30%

The assets’ residual velues and useful lives are reviewed, and adjusted if appropriate, at each balance sheet
date.

An agsel's carrying amount is written down tmmedistely to its recoverable amount if the asset's carrying
amount 15 greater than its estimated recoverable amount.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(f

(g)

Leases

Leases of {ixed assets where substantially all the risks and benefits incidental to the ownership of the asset,
but not the legal ownership that are transferred to entities in the cconomic entity are classified as finance
leases.

Fmance leases are capiialised by recording an asset and a Hability at the lower of the amounts equal to the
fair value of the leased property or the present value of the minimum lease payments, including any
guaranteed residual values. Lease payments are allocated between the reduction of the lease lisbility and
the lease interest expense for the pened.

Leased assets are depreciated on a straight-line basis over their estimated useful lives.

Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor,
are charged as expenses i the periods m which they are ncurred.

Lease incentives under operating leases are recognised as a liability and amortised on & straight-line basis
over the life of the lease term.

Financial instruments

Recognition

Financial mstruments are initially measured at cost on trade date, which includes transaction costs, when
the related contractusl rights or obligations exist. Subsequent to initial recognition these mstruments are
measured as set out below.

Financial assets at fair value through profit and loss

A financial asset 18 classified in this category i acquired principatly for the purpose of selling in the short
term or if so designated by management and within the requirements of AASB 139: Recognition and
Measurement of Finencial instruments. Derivatives are also categorised as held for trading unless they are
designated as hedges. Realised and unrealised gains and losses arising from changes in the fair value of
these assels are ncluded i the income statement in the pertod in which they arise.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market and are stated at amortised cost using the effective interest rate method.
Held-to-maturity invesiments

These investments have fixed maturities, and it is the group's intention to hold these investments to
maturity. Any held-to-maturity investments held by the group are stated at amortised cost uging the
effective interest rate method.

Available-for-sale financial assets

Available-for-sale finaneial assets include any financial assets not included in the sbove categories.
Available-for-sale financial assets are reflected at fair value. Unrealised gains and losses arising from
changes in fair value are taken directly to equity.

Financial liabilities

Non-derivative financial lisbilities are recognised at amortised cost, comprising original debt less principal
payments and amortisation.

Derivative instruments

Derivative instruments are measured at fair value, Gaing and losses avising from changes in fair value are
taken to the mcome statement unless they are designaied as hedges.

Fair value

Fair value 1s determined baged on current bid prices for all guoted investments. Valuation technigues are
applied to determine the fair value for all unlisied securities, including recent arm's length transactions,
reference to similar instruments and option pricing models.

Impairment

At cach reporting date, the group assesses whether there 1s objective evidence that a financial instrument
has been impaired. In the case of available-for sale financial instruments, a prolonged decline in ihe value
of the instrument is considered to determine whether an impairment has arisen. [mpairment losses are
recognised in the income statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h)

(i)

0

(k)

Impairment of Assets

At cach reporting date, the group reviews the carrying values of its tangible and intangible assets to
determine whether there 15 any indication that those assets have been impaired. [f such an indication exists,
the recoverable amount of the asset, being the higher of the asset's fair value less costs to sel and valae in
use, 1s compared to the asset’s carrying value. Any excess of the asset's carrying value over its recoverable
amount 15 expensed to the income siatement.

Impairment testing is performed annually for goodwill and intangible assets with indefintie lives.

Whete it 15 not possible to estimate the recoverable amount of an individual asset, the group estimates the
recoverable amount of the cash-generating unit to which the asset belongs.

intangibles

Goodwill

Goodwill and goodwill on consolidation are mmtially recorded at the amount by which the purchase price
for a business or for an ownership interest in a controlled entity exceeds the fair value attributed to 115 net
assets at date of acquisition. Goodwill on acquisitions of subsidiaries 1s included in intangible assets.
Goodwill on acquisition of associates i included in investments in associates. Goodwill is tested annually
for impairment and carried at cost less accumulated impairment losses. Gains and losses on the disposal of
an entity include the carrying amount of goodwill relating to the entity sold.

Foreign Currency Transactions and Balances

Functional and presentation currency

The functional currency of each of the group’s entities is measured using the currency of the primary
economic environment i which that entity operates. The consolidated financial statements are presented in
Australian doHars which is the parent entity's functional and presentation currency.

Transaction and balances

Foreign currency transactions are translated into functional currency using the exchange rates prevailing at
the date of the transaction. Foreign currency monetary items are translated at the year-end exchange rate.
Non-monetary Hems measured at historical cost continue to be carried at the exchange rate at the date of
the transaction. Non-monetary items measured at fair value are reported at the exchenge rate at the date
when fair values were determined.

Exchange differences avising on the translation of monetary items are recognised in the income statement,
except where deferred i equity as a qualifying cash flow or net investment hedge.

Exchange differences arising on the translation of non-monetary items are recognised directly i equity to
the extent that the gain or loss is directly recognised m equity, otherwise the exchange difference is
recognised in the income statement.

Group companies

The financial results and position of foreign operations whose functional currency is different from the
group's presentation currency are translated as follows:

-------- assets and Habihities are translated at yvear-end exchange rates prevailing at that reporting date;

-------- mcome and expenses are translated at average exchange rates for the period; and

-------- - retained profits are translated at the exchange rates prevailing at the date of the transaction.
Exchange differences avising on transiation of foreign operations are transferved direetly to the group's
foreign currency translation reserve in the balance sheet. These differences are recognised in the income
staternent 1n the period in which the operation is disposed.

Employee Benefits

Provision 1$ made for the company's liability for employvee benefits arising from services rendered by
employees to balance date. Employee benefits that are expected to be setiled within one vear have been
measured at the amounts expected to be paid when the lisbility 1s setiled, plus related on-costs. Employee
benelits payable later than one year have been measured at the present value of the estimated future cash
outflows to be made for those benefiis.



Appendix 4E
Preliminary final report
Year Ending on 30 June 2006

Envirozel Limited
ACN: 010 550 357

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(I

(m)

(n)

(o}

ip)

(q)

(r)

Provisions

Provisions are recognised when the group has a legal or constructive obligation, as a result of past events,
for which it is probable that an cutflow of ceonomic benefits will resull and that suiflow can be reliably
measured.

Cash and Cash Equivalents

Cash and cash cquivalents inelude cash on hand, deposits held ar call with banks, other short-term highly
liquid investments with original maturities of two months or less, and bank overdrafis. Bank overdrafis are
shown within short-term borrowings in current Habilities on the balance sheet.

Revenue

Revenue from the sale of goods s recognised upon the delivery of goods to customers.

Interest revenue is recognised on a proportional basis taking into sccount the interest rates applicable to the
financial assets.

Dividend revenue 1s recognised when the right to receive a dividend hag been established. Dividends
received from assoctates and joint venture entities are accounted for in accordance with the equity method
of accounting.

Revenue from the rendering of & service 1$ recognised upon the delivery of the service to the customers.
Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production of assets that necessarily
take & substantial period of thne to prepare for thelr intended use or sale, are added to the cost of those
assets, unti such time as the assets are substantially ready for their intended use or sale.

All other borrowing costs are recognised in income m the period m which they are incurred.

Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST
incurred s not recoverable from the Australian Tax Office. 1o these circumstances the GST is recognised as
part of the cost of acquisition of the asset or as part of an item of the expense. Receivables and payables in
the balance sheet are shown mcelusive of GST.

Cash flows are presented in the cash flow statement on a gross basis, except for the GST component of
investing and financing activities, which are disclosed as operating cash flows.

Comparative Figures

When required by Accounting Standards, comparative figures have been adjusted to conform to changes in
presentation for the current financial year.

Critical accounting estimates and judgments

The directors evaluate estimates and judgments incorporated into the finaneigl report based on historical
knowledge and best available current information. Estimates assume a reasonable expectation of future
events and are based on current trends and economic data, obtained both externally and within the group.
Key estimates — impairment

The group assesses impairment at cach reporting date by ¢valuating conditions specific to the group that
may lead to impairment of assets. Where an impairment trigger exists, the recoverable amount of the asset
is determined. Value-in-use caleulations performed in assessing recoverable amounts incorporate a number
of key estimates.

No impairment has been recognised in respect of goodwill for the vear ended 30 June 2606,
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FIRST-TIME ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING
STANDARDS

Reconciliztion of Equity at 1 July 2084 - ECONOMIC ENTITY

Adjustments on

inireduction of Aunstralian
Australian equivalents fo
Previous GAAP  equivalents to 1FRS at 1 July
at 1 July 2004 IFRS 2004
% b b3
ASSETS
CURRENT ASSETS
Cash and cash eguivalents 328,603 - 328,603
Trade and other receivables 1,799,650 - 1,799,650
inventotics 539,391 - 539,391
Other financial assets 3,600 - 3,600
TOTAL CURRENT ASSETS 2,670,644 - 2,670,644
NON-CURRENT ASSETS
Receivables 195,776 - 195,776
Other financial assets 160,600 - 0,600
Property, plant and eguipment 1,027,384 - 1,027,384
Deferred tax assets 41,792 - 41,792
intangible assets 3,182,532 - 3,182,532
Other non-current assets 30,600 - 303,600
TOTAL NON-CURRENT ASSETS 4,577,484 - 4,577,484
TOTAL ASSETS 7,248,128 - 7,248,128
CURRENT LIABILITIES
Trade and other payables 2,393,820 - 2,393 820
Short-term borrowings 1,367,274 - 1,587,274
Short-term provisions 223.810 - 223 810
TOTAL CURRENT LIABILITIES 4,124,904 - 4,124,904
NON-CURRENT LIABILITIES
Long-term borrowings 117,665 - 117,665
Long-term provisions 36,032 - 36,032
TOTAL NON-CURRENT LIABILITIES 153,697 - 153,697
TOTAL LIABILITIES 4,278,601 - 4,278,601
NET ASSETS 2,969,527 - 2,869,527
EQUITY
fssued capital 20,011,619 20,011,619
Regerves 213,676 213,676
Retained earnings {17,255,768) {17,255,768)
Parent interest 2,969.527 2,868 527
Minority equity interest - -
TOTAL EQUITY 2,960,527 2,969,527
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FIRST-TIME ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING
STANDARDS (Continued)

Reconciliztion of Equity at 30 June 2085 - ECONOMIC ENTITY

Adjustments on

introduction of Australian
Australian equivalents to
Previous GAAP at 30 equivalents to 1FRS af 30 June
June 20605 IFRS 2085
b b %
ASSETS
CURRENT ASSETS
Cash and cash equivalents 283,968 - 283,968
Trade and other receivables 2,173,534 - 2,173,534
inventories 162,603 - 162,603
TOTAL CURRENT ASSETS 2,620,105 - 2,620,105
NON-CURRENT ASSETS
Recetvables 175,978 - 175,978
Other financial assets 220,006 - 220,006
Property, plant and eguipment 285,402 - 285,402
Deferred tax assets 41,792 - 41,792
intangible assets {a) 3.118,405 164,127 3,282,532
Other non-current asgets 25,004 - 25,008
TOTAL NON-CURRENT ASSETS 1.866.577 164,127 4.030.704
TOTAL ASSETS 6,486,682 164,127 6,650,809
CURRENT LIABILITIES
Trade and other payables 2.257.611 - 2,257,611
Short-term borrowings 604,263 - 604,263
Short-term provisions 178,051 - 178,051
TOTAL CURRENT LIABILITIES 3,039,925 - 3,039.925
NON-CURRENT LIABILITIES
Long-term borrowings 990,979 - 990,979
Long-term provisions 26,937 - 26,937
TOTAL NON-CURRENT LIABILITIES 1,017,916 - 1,017,916
TOTAL LIABILITIES 4,057,841 ~ 4,057,841
NET ASSETS 2,428,841 164,127 2,592,968
EQUITY
fssued capital 21,380,498 - 21,380,498
Regerves 204,227 - 204,227
Retained earnings {a) (19,155,884 164,127 (18,991,757)
Parent interest 2,428,841 164,127 2,592,968

Minority equity interest - . ;
TOTAL EQUITY 2,428,841 164,127 2,592,968
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FIRST-TIME ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING
STANDARDS (Continued)

Reconciliztion of Prefit or Loss for the year ended 38 June 2005
ECONOMIC ENTITY

Effect of
transition to
Australian Aunstralian
equivalents to equivalents to
Previous GAAP IFRS IFRS
% b b3

Revenue 7,397,637 - 7,397,637
Other Income 15,195 - 15,195
Expenses

Marketing expenses {286,508) - {286,508)
Cost of sales (3,192,922) - (3,192,922)
Corporate and administration {a) (2,305,118 164,127 (2,140,991
Finance costs {151,648) - {151,648)
impairment costs {100,006) - {100,006)
New business development costs {604,526) - {604,520)
Corporate restructure (60,006) - (60,008)
Losgs before income tax (1,287.878) 164,127 (1,123,740
Income tax expense 104,387 - 1 387
Loss from continuing activities (1,392,263) 164,127 (1,228,138)
Loss from discontinued operations {50¥7,853) - {50(37,853)
Loss for the year (1,900,118) 164,127 (1,735,980
Loss aitributable to minority equity interest - - -
Loss attributable to members of the parent entity {1,930,116) 164,127 {1,735,989)
{a). Notes to the Reconciliafions of Equity and Profit and Loss at 13uly 2084 and 30 June 2005

Under AASB 3, goodwill is no longer amorlised but subject to annual impairment testing. All goodwill amortised under
previous GAAP has been reversed. Goodwill amounting to $Nil has been reversed to retained carnings at 1 July 2004
Croodwill amounting o $164,127 previously amortised in the 2005 full financial year has been reversed in the income
statement for the year ended 30 June 2005,
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PROFIT/LOSS) Economiie Econoniic
Lntity Entity
2006 8§ 2005 %

{(a} REVENUE

Sales 13,742,209 7,384,504

[nterest Received or Recetvable 36,920 13,133

Sundry Income 743,566 -
13,849,635 7,397,637

(by OTHER INCOME

Gain on disposal of property, plant and eguipment 45,579 5455
Gain on sale of Investments - 9,740
45,579 15,195

{¢) PROFITALOSS) FOR THE YEAR

Expenses:

Provision for Impairment of Receivables (10,179} 2,822
Moevement in Employee Benefits 147,860 (6,612)
Bad Debts 29,168 6,565
Operating Lease Payments 168,875 50,885
Finance Costs 248,383 151,640
Depreciation of Plant & Equipment 116,677 244,056

(d} SIGNIFICANT ITEMS
Loss on sale of operations - 307,853
[mpairment costs - 106,000
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Economie Leonomic
Lntity Entity
2006 2005 %
ISSUED CAPITAL
[ssued and Paid Up
ordinary shares 138,349,626 (2005: 84,249,550 ordinary
shares) 24,279 368 21,380,498
24,279,368 21,380,498
Economie
Entity
{2) Issuzed and Paid Up 2006 8§
At the beginning of reporting period 21,380,408
Shares lssued During the year
2 November 2005 544,962
29 November 2003 711,625
6 December 2003 822,560
9 December 2003 32,083
19 December 2605 100,060
21 December 2605 200,060
18 January 2006 37,500
28 February 2066 156,060
15 May 2066 300,260
Atreporting date 24,279,368
Economic
Entity
2006 No.
At the beginning of reporting period 84,249,550
Shares 1ssucd During the year
2 November 2005 10,899,242
29 November 2003 14,232,500
6 December 2003 16,450,000
9 December 2003 641,667
19 December 2605 2,006,060
21 December 2605 4,006,000
18 January 2006 375,060
28 February 2006 3,006,000
15 May 2066 2,501,667
At reporting date 138,349,626

Ordinary shares participate i dividends and the proceeds on winding up of the parent entity in proportion to the number of shares
held. At shareholders meetings each ordinary share 15 entitled to one vote when a poll is called, otherwise each shareholder has
ong vote on a show of hands.
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ACCUMULATED LOSSES

Accumulated losses at the beginning of the financial
year

Net Profit/{Loss) after Income tax

Economic

Lntity
2006 8

(18,991,757

1,548,910

Economic
Lntity
2005 %

{17,255.768)

(1,735.989)

Accumulated losses at the end of the financial year

EARNINGS PER SHARE
Basic profits/{losses) per share {eents per share)

Weighted average number of ordinary shares
sutstanding during the year used in calculation of Basic
Earnmgs Per Share

Diluted profit/(losses} per share (cents per share)

Weighted average number of ordinary shares
outstanding during the year used i calculation of
Diluted Earnings Per Shate

{17,442 847 {18,951.,757)
Economic Economie
Entity Lntity
20e6 8% 2005 %
1.34 {(2.8)

114,147 086

68,676,167

1.35

115.647.086

(2.8)

68,676,147
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SEGMENT REPORTING

Business Segments Roof Reof Tank Water Water Zeaolite Corporate  Cerporate  Eliminations  Elimisations  Consolidated  Consolidated
Drainape Prainage  Construction  Treatment Treatment Operations
2606 2005 2006 2006 2005 2005 2006 2808 2086 2003 2806 20605

% § $ % % $ b3 $ b3 $ b3 §
REVENUE
Revenue - extornal 9,342,533 6,850,545 3,840,614 631,234 107,438 430,319 26,267 9,333 - - 13,844,635 7,397,637

- internal - - - - - - - - - - -

Total revenue 9,342,533 6,850,545 3,840,6(H 631,234 107,438 438,319 26,267 9,333 - - 13,849,635 7,397,637
Depreciation and Amortisation

72,593 64,193 34.294 - 112,475 63,742 3,790 3,646 - - 110,677 244,056
RESULT
Segment Result 2,269.305 806,652 124,841 230,146y (790,607) {877,843 - - - - 2,164,000 (8O7.707)

Linatiocated Corporate Expenses
(689,425) (763,805)

Profit from ordinary activilies 474575 (1,631,602}
Income Tax Expenses {74,335} 104,387
Net Profit EA48.910 (1,735,980
ASSETS

Segment Assats 5,453,321 4,560,628 3,685487 35,537 12,429 - 457,042 4,080,755 (6,244,544 (2,003,003 14,406,843 6,650,809
LIABILITIES

Segiment Liabilities 2,360,179 3,005,059 3,508,008 725,638 427,384 - 4,299,304 {B43.089 (56449007 (1,218,301} 7.347.37% 4,057 441
ACQUISITION OF NON

CURRENT ASSETS 151,676 [ BEAZD: 3EA4ARE - - LE3s 4,141,836 320,008 (4,138,821 - 186,172 441,046
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SEGMENT REPORTING (Continued)

Australia Australia Malaysia Malaysia Economic Economic
Entity Entity
Geographical Segment 2006 2605 2006 2605 2006 2005
$ $ 3 $ 3 $
External Segment Revenue
12,610,801 6328860 1238834 1,068,777 13840635  7.397.637
Segment assets by location of
assets 13545465 5,637,248 861378  1013,561 14,406,843 6,650,809
Acquisition of non current assets
146,584 414.990 39.588 26056 186.172 441.046

SUBSEQUENT EVENTS

Subsequent to balance date the Company announced that 1t has raised $2.5 mullion via the issue of
17,875,500 ghares at 14 cents each, in a placement managed by Southern Cross Equities. Of the funds
raised, $2.1 million will be allocated to pay the deferred consideration for the recent acquisition of the

E.Brockman & Son Pty. Lid business. The balance will be used for working capital purposes.

Other than the matters noted above there have not been any muatters or circumstances, other than that
referred to in the financial statements or notes thereio, that has arisen since the end of the financial year,
that has significantly affected, or may significantly affect, the operations of the economic entity, the
results of those operations, or the state of affairs of the economic eniity in fisture financial years after the

financial year.
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STATEMENT OF CASH FLOWS
Cash balances comprise:
Cash on Hand

Closing Cash Balance

Reconciliation of the Operating Profit/(Loss) after
Tax to Net Cash flows from Operations:

Operating profit/(loss) after Tax

Provision for impairment of receivables

Ciain on sale of property, plant and eguipment
Provision for impairment

L.0ss on sale of operations

Depreciation

- plant and equipment

Changes in assets and liabilities

adjusted for effects of acquisition/disposal of
operations during financial year

Increase / {Decrease) in provisions for employee
entitlements

{Increase) / Decrease in inventosics

{Increase) / Decrease in trade receivables
{(Increase) / Decrease in other debiors and prepayments
{Increase) / Decrease in receivables from controlied
entitics

{Increase) / {Decrease} in retention debiors
{Increase) / Decrease in deferred tax assets
{Increase) / Decrease in financial assets

Increase / { Decrease) in payables

Increase / { Decrease} in current tax payable
Increase / {Decrease) in deferred tax Habilitieg
Exchange rate reserve

Net Cash Inflow/(Outflow) from Operating Activities

Economic Economic
Entity Entity
2006 % pL11H N

1,728 400 283,968
1,728 400 283,968
1,548910  (1,735,989)
(10,179} 2,822
(45.579) (5,455)
- 106,000

- 507,853

110,677 244 )56
147,860 (6,612)
(165,133} (58,344)
(380,742) 63,550
189,451 (130,868}
(278,264) (284,590
(76,297 -
- 3,000
(836,432) 1,181
4,361 -
825 2,337
153,530 (5,614)
224988  (1,302.673)




Appendix 4E
Preliminary final report
Year Ending on 30 June 2006

Envirozel Limited
ACN: 010 559 357

Additional Information:

30 June 2006 30 June 2005

Net tangible assets per ordinary share 2.24cents (0.8)cents

Details of entities over which control has been
gained or lost during the period

Name of entity Brockman Engineering Pty
Ltd

Controi gamed/iost Gained

Date of gain/ioss of control 1 April 2006

Where material,
= contribution of entity to the reporting entify’s
profit from ordimary activities before tax during

the period $124,841
» profit/(loss) of entity during the whole of the

previous corresponding period Not applicable
Dividends and Distributions Not applicable

Pate on which each dividend or
distribution 1s pavable

Amount per security of foreign scurced
dividend or distribution

Details of dividend or distribution
reinvestment plans Not applicable
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Material interests in entities which are not contrelled entities

Name of entity Percentage of ownership Contribution to net profit
interest held at end of (loss)
period or date of
disposal
Equity accounted Current Previous | Current period | Previous
associates and joint period correspond $SA correspond
venfure entities ing period ing period -
A

Total

Other material
interests

Waste Technologies | 5% 5% Nii Nii
of Austraha Pty Ltd

Total

Compliance Statement:

The accounts are in the process of being audited.



