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DIRECTORS’ STATEMENT TO THE STOCK EXCHANGE
RESULTS FOR THE YEAR ENDED 30 JUNE 2006

The Year in Review

In the past year, the Company has made progress with its strategy o have greater Neorthern Hemisphere presence o
balance the seasonality inherent in the Southem Hemisphere business. The objectives include growing our presence in
the European and USA marksts, the complstion of a world class manufacturing operation in China, delivering
improvements in our management of working capital and inventory conirol, the reduction of debt and the strengthening
of our management feam.

We continued fo restructure our manufacturing, where a significant portion of the Company's production plant in
Australia was successfully relocated fo a purpose bullt facility in China, which is now complete. This is a significant
achievement and one which we believe will be the comerstone of the Company's ability 1o be more competitive on the
global stage through reduced lead times to our customers and lower ¢osts. However, the performance improvements
associated with this strategy have been slower to reach the bottom line than originally anticipated due fo delays in the
commissioning and realisation of operating efficiencies from the new facility and the consequent additional costs of
extending Australian manufacturing operations through that fransition pericd.

Another important element of our strategy was 10 improve working capital management and to reduce debt. To achieve
this, the Company completed a number of initiatives, both during the financial year and early in the new year, which have
significantly strengthened the Company and its balance sheet. In June 2006 the Company successfully completed a
capital raising of $20 million via a combination of a private placement and a share purchase plan for shareholders. In
addition, $15.5 miltion of debt represented by unsecured convertible notes was converted fo ordinary shares.

Directors and management also undertook a comprehensive review of the Company's major business units, R&D
activities, organisational structure and accounting controls and processes. This review was completed in August 2006
and resulted in writing off plant, equipment and raw material remaining from the transfer of the Company’s knifting plant
to China, writing down the carrying value of cerfain R&D activities, and taking up additional provisions for slow moving
inventories. The review was designed to embed risk management and oversight info the company's management
Drocesses so as to ensure an environment where shareholders’ inferests are profected.

Finalisation of the Sale of Jung Garten - Germany

In August 2006, we sold our garden product distribution business, Jung, which resulted in a book loss on sale, but
importantly contributed significant cash, which was used 1o further reduce debt. The sale has been completed with
proceeds of $12.5 million received and a further $1.5 million is receivable within 60 days. Jung has been the Company's
vehicle for accelerated entry into the European retail market, and, having achieved this goal, was no longer considered
to be a core part of the company's future strategy.
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Management and Staff

in Aprit the Board appointed Peter McDonald, the former COO, to the role of Managing Director and CEQ, this followed
the retirement of Gary Gale.

Also In March 2006, Jeff Cox joined Gale as Chief Financial Officer and Frank Alberismeler joined Gale Europe as
Managing Director. These appointments have strengthened the Gale team and will help grow and consolidate the
businesses.

Results

The Company has reported a loss after tax of $11.9 million for the year ended 30 June 2008 which is predominantly a
reflection of the previcusly mentioned write downs and provisions and the loss on sale of the Jung business. The non
recoverability of tax losses in relgtion to the accounts ¢f Jung upon consolidation has resulted in a further loss of
A$0. 7million, bringing the total loss on sale to A$6.5 million. This loss is A$0.7 million greater than the figure previously
reported. Despite the disappointing result, Directors befieve that the restructuring that has cccurred in the past 12
months has put the Company in a much beter position to implement its business growth sirategy in Australia, New
Zeatand, China, the United States, the Middle East and Europe.

Your Directors believe that the benefits of these initiatives should become increasingly evident over the next few yeaars.
Positively, group sales revenue remained on frack with growth of 12% compared with last year, reflecting generally
increased volumes and consistent selling prices. Removing the effect of Jung garden products, the revenue growth
compared to last year was 18%.

Qutlook

Cur forward strategy continues to be the development and expansion of both retail and commercial product ranges
across a more diversified customer base through innovative new products as well as continued improvements in working
capital management as our low cost supply from China starls 1o provide greater flexibility in managing inventory in
response to demand changes offshare. The new senior management team will be more focused on growing our core
husiness, delivering the organic sales growth and operational efficiencies. Directors believe that foundations are now in
place for significantly improved results in 2006/7 and beyond.

Dividends

The company paid a fully franked interim dividend of 1.5 cents on 18% April 2006. Following this year's disagpointing
result, and as reported in Apri 2006, the Directors consider i prudent not to pay a final dividend this financial year.

Directors expect that the Company's overall dividend policy of paying out 50-55% of profit will be resumed on 2006/7's
andicipated improved result.
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Adoption of Australian equivalents to [FRS

From 1 July 2005, the Company is required fo comply with the Australian equivalents o International Financial Reporting
Standards {AIFRS) issued by the Australian Accounting Standards Board.

Entities complying with AIFRS for the first time are required fo restate their comparative financial statements to amounts
reflacting the application of AIFRS fo that comparative period. Notes explaining the impact of the application of AIFRS on
the statements of financial performance and posiion are set out in the Appendix 4E statement attached to this
announcement.

Peter McDonald
Managing Director & CEQ

For further information, please contact the Managing Director & CEOQ, Mr. Peter McDonald on (03) 8518 3312

Gale Pacific is Ausiralia’s feading manufscturer and exporfer of advanced polymer febrics and refated products, with subsidiaries in the
United States of America, Germany, Unifed Arab Emirsfes, the People’s Republic of China and New Zealand,
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GALE PACIFIC LIMITED
ACN(BZ 263778

Appendix 4E - Australian Stock Exchange Listing Rule 4.3A
Preliminary Final Report

Resiilts for Announcement to the Market

1.  Current Period: Year ended 30 June, 2006
Previous Corresponding Period: Year ended 30 June, 2005

2. Key Information

$'000
Revenuas from ordinary activities up 12.2% 1o 167,168
Proﬁt!(i_oss) from ordinary achivities after tax down fo (11,942)
atiributable to meambers
Net Profit/{Loss) for the period attributable to down fo (11,942)
members
Dividends — Current Period Amount per Franked amount per

security security

Final dividend {cents per share) - -
interim dividend {cents per share) 1.5 1.5

Please refer o the accompanying Directors’ Statement fo the Stock Exchange for explanations of the above
figures.
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3.  Income Statement for the year ended 30 June 2006

Consolidated
Note  2005/06 2004105

$000 $000

Revenug 2 167,169 148,010
Expenses: 3

- Changes in inventories of finished goods and work in progress 2,978 {16,484
- Raw materials and consumables used {91,763} {58,114}
- Employee benefits expense (27 823) {21,824
- Depreciation and amorfisation expenses {9,472 {5,572
- Operating overheads {41821 (33,567}
- Impairment of goodwill and assets {5,827} -
- Ofther expenses (3,591} {2,280}
- Finance costs {5,831} {4,928}
Profit!{Loss) before income tax expense {15,981) 8,243
income tax expense 4 4,037 {960}
Profit!{Loss) after income fax {11,944) 5,283
Profit attributable to minority interests 21 2 2
Net profit/{loss) attributable to the members of the parent enfity 20 {11,042 5,285
Basic Eamings Per Share {cenis per share) {22.57) 10.32
Diluted Eamings Per Share {cents per share) {22.87) 10.31
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4. Balance Sheet as at 30 June 2006

Consolidated

Note 2005/08 2004105
$'000 $'000

CURRENT ASSETS
Cash and cash equivalents 5 10,552 3,965
Receivables 8 36,702 32,753
Inventories 7 47,589 50,577
Current tax assets 8 1,047 1,238
Other current assals 9 1,497 1,449
TOTAL CURRENT ASSETS 97,307 £5,983
NON-CURRENT ASSETS
Plant and equipment 16 74,220 57,765
infangible assets 1 12,486 16,210
Deferred tax assels 12 2,054 426
TOTAL NON-CURRENT ASSETS 84,760 74,401
TOTAL ASSETS 182,157 164,384
CURRENT LIABILITIES
Payables 13 22,654 18,790
Short term borrowings 14 89,172 62,247
Current tax liabiliies 15 344 165
Provisions 16 872 1226
TOTAL CURRENT LIABILITIES 113.042 83,428
NON-CURRENT LIABILITIES
Long ferm borrowings 14 20,570 20,650
Deferred tax Habilities 15 1,185 5,225
Provisions 16 427 547
TOTAL NON-CURRENT LIABILITIES 22,182 26,422
TOTAL LIABILITIES 135,224 109,850
NET ASSETS 46,933 54,534
EQUITY
Contributed equity 18 47,124 42,071
Reserves 19 {2.096) {2,980)
Retained profils 20 1,918 15,461
PARENT ENTITY INTEREST 46,944 54,543
Minority inferests 21 {11} {9
TOTAL EQUITY 46,933 54,534
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5. Statement of Cash Flows for the year ended 30 June 2006

CASH FLOW FROM OPERATING ACTIVITIES
Receipts from customers

Payments 1o suppliers and employess

inferest received

Borrowing costs paid

tncome tax paid

Net cash provided by operafing activities

CASH FLOW USED IN INVESTING ACTIVITIES
Proceeds from sale of plant and equipment
Payment for plant and equipment

Payment for acqudsition of business

Payment for intangible assels

Payment for other non-current assefs

Net cash used in investing activiies

CASH FLOW FROM FINANCING ACTIVITIES
Proceeds from borrowings

Repayment of borrowings

Proceeds from issue of equity securities
Proceeds from issue of convertible notes

Proceeds fromi{repayment of) principle on lease agreements
Proceeds from/{repayment of} principal on hire purchases

Dividends paid

Proceeds from {repayment of) oulside equity interest

Nef cash provided byf{used in} financing activities
NET INCREASE/(DECREASE) IN CASH HELD
Cash at beginning of year

Effects of exchange rate changes on lems denominated in foreign

currencies
Cash at end of year

Note

22(b)

22(c)

22(a)

Consolidated

2005/06 2004/05
$000 $'000
181,639 155,693
(176,266) (153,127)
114 1231
(6,157) 4,926}
(1,260) 1,588}
(1,930) 2717}
134 167
(19,443) (25,061}
' (11,646)
(1,921) (138)
. (2,609)
(21,230) (39.277)
14,297 51,885
(5,448) (17.325)
4,681 277
9,000 6,500
(219) (186}
(1,646) (1,839}
(1,232) (2,366)
- (2}
19,433 36,444
(3.727) (5,550}
(2,348) 5,430
(339) (2,228
(6,414) (2,348}

Gale Pacific Limited

Appendix 4E ~Page 8



Gale Pacific Limited and its Controfled Entities

Appandix 4

Prefiminary Final Repost for the Year Ended 30 June 2608

6. Dividends
Amount Amountper | Franked amount Amount per
$000 security per security at sepuréty of
{cents) 30% tax foreign source
{cents) dividend

Finai dividend:
Current year payable Nl Nt il NiA
Previous year paid on 17 Qctober 2005 779 15¢ 15¢ N/&
Interim dividend:
Current year paid on 18 April 2006 824 15¢ 15¢ N/A
Pravious year paid on 15 April 2005 1810 3.5¢ 35¢ N/A

7. Dividend Reinvestment Plan {“DRP”)

Shareholders can elect to have all or a certain number of thekr shares participate in the Company's DRP. The issue
price of the shares under the DRP s the weighted average price per share of the Company's shares sold through the
Australian Stock Exchange during the twenty (20) days immediately pricr fo and including the book's closing date,

rounded down o the whole cent, less a discount of 2.5%.

Following this year's resull, Directors consider it prudent not to pay a final dividend this financial year.

8. Retained Earnings

Consolidated

2005/06 2004/05
$'000 $'600
Retained profits at the beginning of the financiat period 15,461 14,001
Net profit/{ioss) attributable to members {11,942) 5,285
Dividends paid or payable {1,603) {3,825}
Retained profits at end of the financial period 1,916 15,481
3. Net Tangible Asset backing
2005/06 2004/65
$ $
Net tangible asset backing per ordinary security $0.63 $074

10. Foreign Entities

The accounts of foreign entities included in the consolidated accounts were prepared in accordance with AIFRS,

Gale Pacific Limited
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11. Segment Information

Primary Reporting — Geographical Segments

Asial Americas Europe/ Efirmn Consolidation
Pacific Middle
East/Africa

30 June 2006 $000 $'000 $°000 $'000 $'000
Revenue outside the economic entity 80,402 22511 64,256 - 167,169
infer-segment revenue 32703 . (32,703 .
Total revenue 113,185 22,511 84,258 (32,763) 167,189
Segment operating profit {10,954 340 {5,202} {165} {15,987
Income fax expanse 2931 {145} 1,278 {27} 4037
Operating Profiti{Loss) after tax {8,023} 195 {3,924) {192 {11,344}
Depreciation and Amorfisation 8108 453 940 {119} 8472
individually significant items:
Reimbursement of R&D expenditure 751 751
Segment Assets 117,313 14,009 48,622 1,790 181,824
Unaliocated Assels 333
Total Assets 482,157
Segment Lishifties 119,858 1,360 13001 134,219
Unallocated Liabilities 905
Totai Liabilities 135,124
Acquisiion of non-current assets 17,749 583 1,319 19,651
30 June 2005 $000 $'000 $°000 $'000 $'000
Revenue oliside the economic entity 69 812 15430 63,768 149,010
Infer-segment revenue 32825 - {32,625} -
Total revenue 102,437 15,436 83,768 (32,825) 149,810
Segment operating profit 5850 {959} 1,608 {257} 6,243
income fax expense (932) 351 (576} 197 {960}
Operating Profit{{l.oss) after tax 4,918 {808) 1,033 (86) 5,283
Depreciation and Amorfisation 4892 211 181 288 5572
individually significant items:
Reimbursement of R&D expenditure 718 718
Segment Assels 109,490 11,722 39,769 3,109 164,090
Unaliocated Assefs - - - - 204
Total Assets 464,384
Segment Lighifties 93,491 878 10,528 104,997
Unallocated Liabilities - - 4853
Totai Liabilities 109,850
Acquisiion of non-current assets 26,708 596 2,802 30,196

Gale Pacific Limited
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SEGMENT REPORTING (cont'd)

Segment resulfs, assefs and kabilifies include items directly atributable fo a segment as well as those that can be allocated on a
reasonable basis. Unallocated iems mainly comprise income-eaming assefs and revenue, inferest-bearing loans, borowings and
expenses, and comorate assels and expenses.

Segment capital expenditure is the tolal cost incurred during the period to acquire segment assets that are expected o be used for
more than one period.

Inter-segment pricing is predominantly determined on an army's length basis.

Geographical segment

In presenting information on the basis of geographical segments, segment revenue is based on the geographical location of
invoicing. Segment assels are based on the geographical location of the assets.

The consolidated entily comprises the following main geographical segments, based on he consolidated enfity's management
reporting system;

AsiafPacific Manufacturing and distribution facilities are located in Australia, China and New Zealand
which supplies products fo Ausfralia, New Zealand, Europe, USA and the Middle East. Sales
offices are located in 28 stafes in Aushalia fexcept Tasmania) and through distribution
agreements in New Zealand.

Americas Sales offices are located in Florida and California which service the North American region,

Europe/Middle East/Africa Sales offices and distribution faciliies are located in the United Arab Emirates and Germany
which senvice those regional markets.

Business Segment

The consolidated enfity operates predominantly in one business segment, being the advanced polymer fabrics industry. The
consolidated entity manufactures and markets advanced durable knitted and woven polymer fabrics and value added products and
structures. With the 2005 gequisition of “Jung” the company marketed domestic garden products fo the home hardware sector in
Europe. Subsequent to balance date the Jung business has been sold,
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12. Earnings per Security (EPS)

2005/08 2604/05
Earnings used in the calculations of basic and difuted earnings per share {11,942,000) $5,285,000
Weightecf average number of ordinary shares used in the caloulation of 52,910 527 51189261
basic earnings per share.
Share Options on issue 870,000 610,000
Waeighted average number of Share Opfions issued during the year 780,164 302247
Weighted average number of Share Opfions lapsed during the year {85,041)
Weighted average number‘of ordiqaw shareg and potential ordinary 52,215,650 51241777
shares used in the calculation of diluted eamings per share

13. Audit

The accounts are in the process of being audited,

Sign here:

Peter McDonald
Maniaging Director & CEO
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GALE PACIFIC LIMITED
NOTES TO AND FORMING PART
OF THE FINANCIAL STATEMENTYS
FOR THE YEAR ENDED 30 JUNE 2006

NOTE 1: BASIS OF PREPARATION

This financial report is a general pumpose financial report that has been prepared in accordance with Australian Accounting
Standards, Urgent Issues Group Consensus Views and other authoritative pronouncements of the Australian Accounting Standards
Board and the Comorations Act 2001,

The financial report covers Gale Pacific Limited as an individual parent enfity and Gale Pacific Limited and confrolled entities as a
consolidated enfity. Gale Pacific Limited is a company limited by shares, incorporated and domiciled in Ausiralia,

The following is a summary of material accounting policies adopted by the consolidated enfify in the preparation and presentation of
the financial report. The accounting policies have been consistently applied, unless otherwise stated.

{a)

{b)

fe)

Basis of preparation of the financial report

The financial report of Gale Pacific Limited and controlled entifies, and Gale Pacific Lid as an individual parent enfify comply
with Australian equivalents fo Infernational Financial Reporting Standards (AIFRS).

This is the first annual financial report of Gale Pacific Uimited prepared in accordance with Australian Equivalents of
International Financlal Reporting Standards (AIFRS). The financial reports of Gale Pacific Limited were prepared in
accordance with the previous Australian Generally Accepted Accounting Principles {AGAAP) until 38 June 2005, There are
certain differences betwgen accounting policies under AIFRS and AGAAP and where applicable the comparative figures
have been restated to reflect these adjustments. A summary of the significant accounting policies under AIFRS is provided
below. Reconciliations of equity and operating profitloss between AGAAP and AIFRS are provided in note 28.

The financial report has heen prepared under the historical cost convention, as modified by revaluations fo fair value for
certgin classes on assets as described in the accounting policies.

Summary of the significant accounting policies under AIFRS:
Principles of Consolidation

The consolidated financial statements are those of the consolidated enfiy, comprising the financial statements of the parent
endily and of all enfifies, which Gale Pacific Limited confrolled from fime fo time during the year and af balance date. Details
of the confrolled entities are contained in Note 26,

The financial statements of subsidiaries are prepared for the same reporting period as the parent endity, using consistent
accounting policies. Adjustments are made to bring info line any dissimitar accounting policies, which may exist

Al inter-company balances and fransactions, including any unrealised profits or losses have been eliminated on
consolidation.

Minority interests in the equify and results of the entities that are confrolled are shown separately in the consolidated
financial report.

Revenue Recognition
Revenue from the sale of goods is recognised upon the delivery of goods fo customers.

Where a Government grant (including SIR income) is received or receivable relating to research and development costs that
have been expensed, the grant is recognised as revenue. Where a grant is received or receivable relating fo research and
development costs that have been deferred, the grant is deducted from the carrying amount of the deferred costs.

Other revenue is recognised when the vight to receive the revenue has been established.

All revenue is stated net of the amount of goods and services tax (GST).
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NOTE 1: BASIS OF PREPARATION {cont'd}

{d)

te)

(@)

Cash and Cash Equivalents

For the purposes of the statement of cash flows, cash includes cash on hand and at call, deposits with banks or financial
institufions, investments in money market instruments maturing within less than fwo months and net of bank overdrafts.

Inventories

Inventories are measured at the lower of cost and net realisable value. Net realisable value is determined on the basis of
each inventory line’s normal selling pattern. Costs are assigned on a firskin firsb-out basis and include direct materials,
direct labour and an appropriate proporfion of variable and fixed overhead expenses.

Plant and equipment
Each class of plant and equipment is carried at cost less, where applicable, any accumulated depreciation.
Plant and equipment

Plant and equipment is measured on the cost basis. The carrying value of plant and equipment is reviewed annually fo
ensure it is not in excess of the recoverable amount from those assets. The recoverable amount is assessed on the basis
of e expected discounted net cash flows that wilt be received from the asset's employment and subsequent disposal.
Refer fo Note 1{i}. The cost of fixed assets constructed within the economic entity includes the cost of materials, direct
labour and an appropriate proportion of fixed and variable overheads,

Depreciation

The depreciable amounts of all fixed assels including capifalised leased assets are depreciated on a straight line basis over
their estimated useful fives to the entity commencing from the fime the asset is held ready for use. Leasehold improvements
are depreciated over the shorler of either the unexpired period of the lease or the estimated usefd lives of the
improvements. Depreciation and amorlisation rates are reviewed annually for appropriatensss. When changes are made,
adiustmenis are reflected in current and future pericds only.

The depreciation rates used for each class of assets are:

Class of fixed asset Depreciation rafes Depreciation basis
Leasehold improvements Determined by lease term Straight Line
Plant and equipment 8.7% - 20.0% Straight Line
Leased plant and equipment 8.7% - 20.0% Straight Line
Motor vehicles 20.0% Straight Line
Office equipment 14.3% - 50.0% Straight Line
Leases
Finance Loases

Leases of fixed assets, where substantially all the risks and benefits incidental fo the ownership of the asset, but not the legal
ownershin, are transferred to the entifies within the economic entity are classified as finance leases. Finance leases are
capitalised, recording at the inception of the lease an asset and a fiability equal fo the present value of the minimum lease
payments, including any guaranteed residual values. Leased assels are amortised on a shraight line basis over their
estimated useful lives where itis kely that the economic entify will obtain ownership of the asset or over the term of the
lease. Lease payments are allocated between the reduction of the lease liability and the lease inferest expense for the
period.
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NOTE 1: BASIS OF PREPARATION {cont'd}
Operating Leases

Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor, are charged as
expenses in the periods in which they are incurred. Lease incenfives received under operating leases are recogrised as a
liahity.

{hy Intangibles
Goodwi!

Goodwill on consolidation represents the excess of the cost of an acquisition over the fakr value of the Group's share of nat
identifiable assels of the acquired enfifies at the dafte of scquisition.

Goodwill is not amortised but is fested annually for impairment, or more frequently if events or changes in circumstances
indicate that it might be impaired. Goodwill is carried af cost less accumulated impairment losses. {Refer also to note 28
regarding first-time adoption of AIFRS}

Patents and Tradomarks

Patents and frademarks are valued in the accounts at cost of acquisifion and are amortised over the period in which the
benefits are expected fo be reglised, but not exceeding 20 vears.

Research and Development

Research and Developmant costs are charged fo profit before income tax as incutred or deferred where it is expected
beyond any reasonable doubt that sufficient future benefits will be derived so as to recover those deferred costs.

Deferred Research and Development expentifure is amortised on a sfraighi-line basis over the period during which the
related benefits are expected to be realised, once commercial production is commenced but not exceeding three years.

{ih Impairment of assets

Assets with an indefinite useful life are not amortised but are tested annually for impairment in accordance with AASE 136,
Assets subject to annual depreciation or amortisation are reviewed for impairment whenaver evenls or circUmstances arise
that indicate that the carrying amount of the asset may be impaired.

Animpairment loss is recognised where the carrying amount of the asset exceeds ifs recoverable amount. The recoverable
amount of an asset is defined as the higher of its fair value less costs fo sell and value in use.

{ Taxes

Curent income tax expense of revenue is the tax payable on the cument period's faxable income based on the applicable
income fax rate adjusted by changes in deferred tax assets and lisbilities.

A balance sheet approach k& adopted under which deferred tax assels and Hsbiliies are recognised for tempovary
differences between the fax bases of assets and Habilities and their carrying amounts in the financial statements. No
deferred tax asset or Hability is recognised in relation fo temporary differences arising from the inifial recognition of an asset
or a liability if they arose in g ransaction, other than a business combination, that at the time of the transaction did not affect
either accounting profit or taxable profit or loss.

Deferred tax assels are recognised for temporary differences and unused tax losses only when it is probable that future
taxable amounts will be available fo utifise those temporary differences and losses.

Current and deferred fax balances afiributable fo amounts recognised directly in equlty are also recognised directly in
eguity.
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NOTE 1: BASIS OF PREPARATION {cont'd}

tk}

{

{m)

Employee Benefifs

Provision is made for the economic entity's liability for employee entitlements arising from services rendered by employees
Io balance date. Employee enfilements expected fo be seifled within one year together with entilements arising from
wages and salaries, annual leave and sick leave which will be settied after one year, have been measured af teir nominal
amount. Other employee entitlements payable later than one year have been measwred at the present value of the
estimated future cash outflows fo be made for those enfitiements.

Contributions are made by the economic enfity to an employee superannuation fund and are charged as expenses when
incurred.

Share-based payments
The group operates an employee share option plan for senior execufives. The bonus element over the exercise price for the
options is recognised as an expense in the Income Statement in the period{s) when the benefit is eamed.

The tofal amount to be expensed over the vesting period is defermined by reference to the fair value of the options at grant
date. Under the fransiional arrangements for first-time adoption of AIFRS, no expense has been recognised for options
granted before 7 November 2002 andfor vested before 1 January 2005. For options granted after 7 November 2002 and
vesting after 1 January 2005 the fair value of oplions at grant dafe is defermined using a Black-Scholes option pricing
model, and is recognised as an employee expense over the period during which the employees become entifled o the
option.

The market value of shares issued fo employees for no ¢ash consideration under the employee share scheme Is recognized
as an expense when the employees become entifted o the shares.
Classification

The group classifies its financial instruments in the following categories: financial assets at fair value through profit or loss,
loans and receivables, held-to-maturity investments, and available-for-sale financial assets. The classification depends on
the purpose for which the investments were acquired. Management determines the classification of its investments at initial
recognition and re-evaluates the designation at each reporting date.

Loans and Recsivables

Loan and receivables are measured at fair value at inception and subseguenfly at amortised cost using the effective inferest
rate method.

Financial Linbififies

Finaneial liabilities include trade payables, other creditors and loans from third parties including inter-company balances and
loans from or other amounts due to director-related entities.

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

Foreign Currencies
Functional and prosentation currency

The Brancial stafements of each group entity are measured using #s functional curency, which is the currency of fhe
primary economic environment in which that entity operates. The consolidated financial statements are presented in
Augtralian dollars, as this is the parent entity's funcfional and presentation currency.

Transactions and Bafances

Transactions in foreign curvencies of enfities within the consolidated entity are transtated info funclional currency at the rafe
of extchange ruling at the date of the fransaction.

Gale Pacific Limited Appeandix 4E - Page 16



Gale Pacific Limited and its Controfled Entities
Appandix 4
Prefiminary Final Repost for the Year Ended 30 June 2608

NOTE 1: BASIS OF PREPARATION {cont'd}

{n)

{0}

Foreign currency monetary lems thaf are outstanding at the reporiing date (other than monetary items arising under foreign
currency contracts where fhe exchange rate for that monetary item is fixed in the confract) are franslated using the spof rate
at the end of the financial vear.

Resulting exchange differences arising on setlement or re-statement are recognised as revenues and expenses for the
financial year.

Group Companies

The financial statements of forgign operations whose functionat currency is different from the group's presentation currency
are transtated as follows:

= Assels and liabilities are franslaled at year-end exchange rates prevailing at that reporting date;
» income and expenses arg ranslated at average exchange rales for the period; and
. Al resulting exchange differences are recognised as a separate component of equity.

Exchange differences arising on franstation of foreign operations are wansferred directly fo the group’s foreign cumrency
transiation reserve as a separate component of ety in the balance sheet.

Comparatives

In aceordance with the first-iime adopfion of AIFRS, comparative information has been reclassified where appropriate
through rebrospective application of AIFRS o the previous years resulfs so as fo achieve consistency with current vear
disclosures.

Rounding Amounts

The company is of & kind referred to in ASIC Class Order CO 98/0100 and in accordance with that Class Order, amolnts in
the financial stalements have been rounded off fo the nearest thousand dollars, of in certain cases, to the nearest dollar,
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Consolidated

2005/08 2004/05
$'000 $'000
NOTE 2: REVENUE
Operafing activities
- Sakeolgoods 165,885 146,850
- SiPincome 748 718
- Interest income — other parties 114 1,231
- Other revenue 422 211
Total revenue 167,168 148,010
NOTE 3: PROFIT
Profit before income tax expense has been
determined afier,
Cost of sales 108,439 87,771
Finance costs
- Other persons 6,157 4,926
Depreciation of non-current assets:
- Leasehold improvements 44 31
- Plant and equipment 5680 3891
- Motor vehicles 295 220
- (ffice equipment 720 813
Amortisation of non-current assets:
- Leased plant and equipment 162 289
- Leased motor vehicles 40 5
- Palents and frademarks 78 125
Research and Development expenditure:
- Capitalised and amorfised 2,445 508
- Expensed as incurred - 308
mpairment of non-current assets
- Plant and eguipment 1,464
- Goodwil 2,998
- inventory 1,368
increase/(Decrease) in provision for obsolete
inventory 2,490 {84}
Bad and doubtiul debis;
- Bad debts writfen off - frade debtors 36
- Decrease in provisions for doubfful debts -
frade debfors {179) {123}
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Consolidated

2005/08 2004/05
$'000 $'000
NOTE 3: PROFIT {cont’d}
Remuneration of the awditors of parent entity for:
- Auditing the financiat report 117 102
- Taxation services 74 84
Remuneration of other auditors of confrolied
entities — audit services
- Audiing the financial report 193 115
- Taxalion services 25 51
Total reruneration of auditors 408 332
Foreign currency translation gains / {losses) 984 {398}
Nef gain [ (loss} on disposal of non-current assets
- Plant and equipment {5 32
Operating lease rental expense 3,713 3,204
NOTE 4: INCOME TAX EXPENSE
The prima facle income tax payable on profitis
reconciled to the income tax expense gs follows:
Prima facie tax payable on profit before income tax
at 30% (4,794 1,585
Add:
Tax effect of:
- Tax rate differenfials in foreign countries {271) {523
- Impairment of goodwill 899
- Tax losses not recognised 1,151 .
- Atfributed CFC income 303 247
- Other non-allowableinon-assessable items {12} {141)
- Movements in SIP income {70} {200}
(2,794) 968
Less:
Over provision for income $ax in prior year {1,243 (8)
income tax expense atiributable fo profit {4,637 980
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Consolidated

2005/08 2004105
$°000 $°600
NOTE 5: CASH AND CASH EQUIVALENTS
Cash on hand 2 2
Cash at bank 10,550 3,963
160,552 3965
NOTE 6: RECEIVABLES
CURRENT
Trade debiprs 32243 29110
Less provision for doubtiul debis {135} {314}
32,108 28,796
Ofher debfors 4594 3957
36,702 32,753
NOTE 7: INVENTORIES
CURRENT
Raw materials at cost 4,891 411
Work in progress at cost 45608 4794
Finished goods at cost 42334 42041
Less provision for obsolescence {2,869} {379}
48,964 50,577
Less impairment loss {1,365} -
47 599 50,577
NOTE 8: CURRENT TAX ASSETS
CURRENT
Income fax 1,047 1,239
NOTE 9: OTHER ASSETS
CURRENT
Prepayments 1,497 1,443
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Consolidated

2005/06 2004/05
$°000 $'000
NOTE 10: PLANT AND EQUIPMENT
Plant and equipment
At cost 85,807 87,950
Less accumulated depreciation (18,773) {14,088}
66,034 53,862
Under lease
At cost 1,378 1.378
Less accumulated amortisation {661} {499}
715 877
Leagehold Improvements
At cost 409 391
Less accumutated depreciation {177} {132}
232 259
Motor vehicles
At cost 2,174 1,687
Less accumulated depreciation {1,338} {687}
836 1.000
Under lease
At cost 240 32
Less accurulated amortisation {43) {3)
197 29
Office equipment
At cost 5430 37687
Less accumulated depreciation {3.224) {2,029)
2,208 1,738
Total plant and equipment 70,220 57,765
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NOTE 10: PLANT AND EQUIPMENT {cont’d)

Movernents in Carrying Amounts

Movement in the carrying amounts for each class
of plant and equipment hetween the beginning

and the end of the vear:
Leasehold Plant & Equipment
Improvements
Consolidated Consolidated
$'000 $'000
2005106
Balance at the beginning of the year 259 53862
Additions 7 18,492
Disposals - {99
Depreciation expense (44) {5,690
impairment foss {1,464
Net foreign currency movements arising from foreign
operations 10 933
Carrying amount at the and of the year 232 66,034
Leg:ﬁ?p:x: & Motor Vehicles
Consolidated Consolidated
$'000 $000
2005406
Balance at the beginning of the year 877 1,000
AdditionsiTransfers - 85
Disposals - {28
Depreciation expense (162} {205)
Net foreign currency movements arising from foreign
operations . 94
Carrying amount at the end of the year 715 836
Office Equipment Le%se%cii cf;.ﬂet;tor
Consolidated Consolidated
$'000 $000
2005/06
Batance at the beginning of the year 1,738 29
Additions/Transfers 879 208
Disposals {12} .
Depreciation expense {720 {40}
Net foreign currency movements arising from foreign
operations 321 .
Carrying amount at the end of the year 2,208 197

Gale Pacific Limited
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Consolidated

2005/06 2004/85
$°600 $'000
NOTE 11: INTANGIBLE ASSETS
Goodwill on consolidation at cost 13,928 13,754
Less accumuiated impairment {4.437) {1,439
9,491 12,315
Patents, trademarks and licenses at cost 1,168 1,072
Less accumulated amortisation {500 {424}
669 648
Research and development 2,326 3,247
Total intangible assefs 12,486 16,210
Reconciliation of Intangible Assets
. Patents, Trademarks Research and
Goodwil & Licences Development
Consolidated Consoclidated Consolidated
$'000 $'000 $’000
200506
Batance at the heginning of the year 12,315 648 3,247
Net forelgn currency moverents arising from foreign
operations {120 {8
Impairment of Goodwill {2,998) - -
Additions 294 103 1,524
Amortisation expense - {76) {2,445}
Carrying amount at the end of the year 9,491 669 2,326
2004105
Balance at the beginning of the year 9,006 635 1,382
Additions 3309 138 2483
Amortisation expense - {125} {598}
Carrying amount at the end of the year 12,315 648 3,247
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Consolidated

2005/06 2004705
$:000 $000
NOTE 12: DEFERRED TAX ASSETS
The deferred fax assef comprises:
- Temporary differences 613 428
- Tax losses 1441 -
2,054 426
NOTE 13: PAYABLES
CURRENT
Unsecured liabilities
Trade credifors 16,702 14,398
Sundry creditors and accruals 5952 5,392
22,654 19,790
NOTE 14: BORROWINGS
CURRENT
Secured liabilities
Bank overdrafts 22 16,968 6,313
Bank loans 22 53,587 51,885
Commercial bills 22 1,200 1,600
Finance lease lighility 25(a) 239 334
Hire purchase liability 25(b} 1,680 2,115
Convertible notes 22 5,500 -
Convertible notes 22 9,000 -
89,172 82,247
NON-CURRENT
Secured liabilities
Bank loans 22 8,848 .
Commercial bills 22 8,500 9,800
Convertible notes 22 . 8,500
Finance lease Habilily 25(a) 488 405
Hire purchase Hability 25(h) 2,734 3945
20,570 20,650
NOTE 15: INCOME TAX LIABILITIES
CURRENT
Income tax 344 165
NON-CURRENT
Deferred tax liability 1,185 5225
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Consolidated

2005/06 2004/85
$°600 $'000
NOTE 16: PROVISIONS
CURRENT
Employee enfilements 872 1,226
NON-CURRENT
Employee enfilements 427 547
{a) Aggregate employee entilements
liahility 1,289 1,773
) Number of employees at year end 1,218 1,197
NOTE 17: NON-HEDGED FOREIGN
CURRENCY BALANCES
The Australian doffar equivalents of foreign cumency
balances included in the financial statements that are not
effectively hedged are as follows:
US Dollar, Euro & NZD
Regceivables
Current 30,288 24,537
Non-current - -
30,288 24,537
Payables
Current 71,802 52,140
Non-current 2,013 2,382
73,915 54,522
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Consolidated
2005/06 2004705
$°000 $'000

NOTE 18: CONTRIBUTED EQUITY

Paid up Capital
55,069,815 fully paid ordinary shares {2005
51,905,861 47,124 42,071

Movement in Share Capital

Shares issued at the heginning of the financial

year 42,077 39027
(58T on PO Costs {net of tax) {147}
Costs of capital raising (net of tax) {162}

717 871 shares issued as part of the
consideration for acquisition of a business —
15 December 2004 . 1,804

224 490 shares issued under Dividend
Reinvestment Plan ~ 18 Oclober 2004 - 591

427 942 shares issued under the Company
option scheme - 28 November 2004 - 428

177 333 shares issued under Dividend
Reinvestment Plan — 15 April 2005 - 368

99 969 shares issued under Dividend
Reinvestment Plan — 17 Gcioher 2005 160

2,936,000 shares issued as part of a share
placement offer - 9 March 2006 4844

127 985 shares issued under Dividend
Reinvestment Plan - 18 April 2008 211

47,124 42071

Fully paid ordinary shares cany ong vote per share and carry the right fo dividends.
A dividend reinvestment plan was established on 5 September 2001, and is avaitable fo alt shareholders.

Following this year's result, Directors consider #f prudent not to pay a final dividend this financial year.

{a). Movement in share capital

During the financial year, the Company undertook a capital raising via a private placement on 9 March 2006 where 2,936,000
shares wers issued at $1.65 per share {raising $4,844,400),

On 18 April 2006, the Company issued 127,985 shares fo shareholders under its Dividend Reinvestment Plan at $1.6479 per
share.

Subsequent fo the financial year, (on 3 July 2006} the Company raised $20 milion through a combinafion of a private placement
and a Share Purchase Plan where 23,528,412 shares were issued at $0.85.

On 5 July 2006 the Company issued 10,541,177 ordinary shares in conversion of 4,270,271 convertible notes.

On 1 August 2006 the Company issued 7,294,112 ordinary shares in conversion of 2,594,593 convertible notes.
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NOTE 18: CONTRIBUTED EQUITY (cont'd)

{b}. Options

The Company maintains an option scheme for certain staff and execufives, including executive Directors, as approved by
shareholders at an annual general meeting. The issue price of each opfion is zero, Each option endities the option holder fo 1
ordinary share in the Company in the event that the option is exercised. The exercise price for the issued opfions is $1.00. The
vesting of options is determined by the performance of the Company's share price over time. No opfions are exercisable after 1
December 2008. Oplions carry no rights fo dividends and no voling rights,

Company
20052006 2004/2005
Ne. No.

Balance at the beginning of the financial year 610,000 477,842
Options Exercised during the nancial year - {427 942)
Granted during the financial year (15 December 2004} 560,000
Lapsed during the financial year (Issued 18 December 2004) {320,000 .
Granted during the financial year {16 November 20058) 1,260,000

Lapsad during the Bnancial year (Issued 16 November 2005} {680,000 -
Balance at the end of the financial year 870,000 £10,000

As at 30 June 2006, no options on issue were exercisable,

Consolidated

2005/06 2004/05
$000 $'000

NOTE 19: RESERVES
Foreign currency reserve {a) {2.274) {3,087}
Share based payment reserve {3} 178 88

{2,096} {2,989)
{a) Foreign currency reserve
Opening balance {3,087 {273)
Foreign currency loss
on consolidation for the year 813 {2.814)
Closing halance {2,274} {3.087)
{h) Share based payment reserve
Opening balance 98 5
Movement for the year 80 g3
Closing balance 178 98
Total reserves {2,096} {2,989)

Exchange differences relating to foreign curency monstary items forming part of the net investment in a seff-sustaining foreign
operafion and the transiation of self-sustaining foreign controlled entities are brought to account by entries made directly bo the
foreign clirrency franslation reserve, as described in Note 1{m).
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NOTE 26: RETAINED PROFITS

Retained profifs at the beginning of the financial year
Net profit atfributable to members of the entity
Dividends provided for or paid

Retained profits at reporting date

NOTE 21: QUTSIDE EQUITY INTERESTS

Outside equily in confrofled entilies comprises:
Opening Balance
Net profit atfributable fo cutside eqlity interest

Consolidatad
2005/06 2004/05
$'000 $600

15,461 14,001
(11,042) 5,285
(1,603) (3.825)
1916 15,461
{9) {7
{2 {2)
{11 {8

Gale Pacific Limited
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Consolidated

2005/06 2004/05
$'000 $'0600
NOTE 22: CASH FLOW INFORMATION
{a) Reconciliation of cash
Cash at the end of the financial year as
shown in the statement of cash flows is
reconcited o the related tems inthe
statement of financial position as follows:
Cash on hand 2 2
Cash at bank 10,550 3,863
Bank overdrafts {16,986) {6,313}
(6.414) (2,348}
{b) Reconciliation of eash flow from operations
with profit from ordinary activities
Profit after income fax {11,944 5,283
Non-cash flows in profit from ordinary
activilies:
{Profit)/Loss on disposal of fixed assets 5 32
Amortisation of infangible assets 2723 723
Impairment of goodwill 2,998
Depreciation and amortisation of plant
and equipment 8,749 4,849
Impaiment of assets 2,828 -
Other {600}
Changes in assets and liabilifies:
(Increase)idecrease in receivables {3,944} {5,310
(Increase)/decrease in other assefs {48 1,704
(Increase)decrease in inventories 1813 {12,281}
Increasef{decresse) in pavables and
accruas 2,391 353
increasef{decrease) in provision for tax 37 {1,798}
increasef{decresse) in deferred fax
balance {5.668) 1,169
Net cash provided by operations {1.830) {2717
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Consolidated
2005/06 2004/05
£000 $'000

NOTE 22: CASH FLOW INFORMATION {cont’d)

{€)

Acquisition of business

During the financial year a business
was acquired. Details of the
acquisition are as follows:

Consideration

Cash - 11,646

Ordinary shares - 1,804
13450

Fair value of net assets acquired

Current assefs

Cash -

inventories - 4,562

Receivables

Other Assets

Non-current assets

Plant and equipment - 8,108

intellectyal property

Goodwil - 3,309

Current Liabilities

Creditors & Acoruals - {529)

Non-current liabilities
tnterest Bearing Liabilities -
Net assets acquired - 13,450

Net cash outflow on acquisition
Cash considerafion . 11,646

{d) Muiti Option Facility and Bill Discount Facility

The Company has access to a Multi Option Facility {including an AUD overdraft, USD overdraft, commercial bills, fixed rate
frade advances, documentary credif and trade finance), a Bills Discount Faclify and a Bank Guarantee facility fo a maximum
of $81,829,000 as at 30 June 2006 (2005: $72,195,000), leaving an unused facitity of $3,278,000 {2005: $2,162,000).

These faciliies are secured by a First Ranking Registered Equitable Mortgage by Gale Pacific Limited over all its assets and
undertakings including uncalled capital, and a First Ranking registered Equitable Mortgage by Gale Pacific USA Inc over ali iis
assets and undertakings including uncalled capital and a fixed and floating charge (or equivalent) over all of the assets of
Jung Garten & Freizeit Vertriebsgeselischaft mbiH, Gale Europe Verfriebsgeseselischaft GmbH and Gale Pacific (New
Zealand) Limited.
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NOTE 23: COMPANY DETAILS

The registered office of the company is:

Gale Pacific Limitad
145 Woodlands Drive
Braeside Victoria 3185

NOTE 24: DIVIDENDS

Ordinary Shares
Final dividend — fully franked
Interim dividend - fully franked

2605/06
Cents per Total
Share $000
15 778
1.5 824

1,603

Since the end of the financial year, Directors have not declared a final dividend.

2004/05
Cants per Total
Share $000
4.0 2,015
35 1,810

3.825

Gale Pacific Limited
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NOTE 25: CAPITAL AND LEASING COMMITMENTS

Consolidated

Note 2005/06 2004/05
$'000 $'000
{a} Finance Leasing Commitments

Payable
- notlater than one year 444 389
- later than one year and not later

than five years 691 803
Minimum lease payments 1,135 992
Less future finance charges {408} (253)
Total lzase liability 727 739
Represented by
Current fiability 14 239 334
Non-current abifity 14 488 405

727 739

The consolidated entity leases production plant and equipment under finance leases expiring from one o five years. Atthe
end of the lease term the consolidated entily has the option fo purchase the equipment deemed fo be a bargain purchase

option.

{b} Hire Purchase Commitments

Payable
- notlater than one year 2,002 2,186
- later than one year and not

tater than five years 2909 4,252
Minimurm hirg purchase payments 4011 5,438
Less future finance charges {497} {378}
Total hire purchase liability 4414 8,060
Represented by
Current liability 14 1,680 2,115
Non-current ability 14 2734 3,945

4414 8,060

The consolidated entity leases production plant and equipment and motor vehicles under hire purchase arrangements expiring

from one fo five years.

{c) Operating Lease Commitments

Non-cancellable operating leases
confracted for but not capitalised in the

accounts:
Payable
not fater than one year 3,156 3860
{ater than one year and
not later than five years 5,146 7.334
tater than five years 3,32 4014
12,823 15,208

The company leases property under operating leases expiring in 1 o 8 years. Leases of property generally provide the
Company with a right of renewal at which fime all leases are renegofialed. Lease payments comprise a base amount plus an

incremental contingent rental, Confingent rentals are based on the consumer price index.

Gale Pacific Limited
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NOTE 26: CONTROLLED ENTITIES

Country of Incorporation Ownership Interest {%)
2005106 2004105

Parent Entity:
Gale Pacific Limited Ausfralia
Controfled Enfifies:
Gale Pacific USA Inc. Usa 100% 100%
Gale Pacific FZE United Arab Emirates 100% 108%
Aguaspan Ply Lid Australia 50% 50%
Gale Pacific Special Textiles Company Limited China 100% 100%
Jung Garten & Freizeit Vertriebsgesellschaft mbH Germany 100% 100%
Gale Europe Vertriehsgesellschaft GmbH Germany 100% 100%
Gale Pacific {New Zealand) Limited New Zealand 100% 100%

Subsequent to balance date, Jung Garten & Freizet Verfriebsgesellschaft mbH has been soid.
NOTE 27: FINANCIAL INSTRUMENTS

{a) Financial instruments
Derivative financial instruments may be used by the economic entity fo hedge exposure fo exchange rafe risk associated with
foreign currency borrowings. The derivative financial instruments are recognised in the financial statements. Transactions

for hedging purposes are undertaken without the use of collateral as the Company only deals with reputable institufions with
sound financial positions.

{b) Credit Risk
The maximum exposure fo credit risk, excluding the value of any collaferal or other security, at balance dafe o recognised
financial assets is the carrying amount of those assets, net of any provisions for doubtful debts of those assefs, as disclosed in
the staternent of financial position and notes to the financial statements. Credit risk for derivative financial instruments arises
from the potential failure by counferparties to the confract to meet their obligations. The credit rigk exposure fo forward
exchange confracts is the net fair value of these confracts.

The economic entily does nof have any material credit risk exposure fo any single debtor or group of deblors under financial
instruments entered info by the economic entity.

{c} Net Fair Values

The net fair value of assets and liabilifies approximates their carrying value. No financial assets and financial liabilities are
readily traded on organised markets in standardised form other than forward exchange contracts,
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NOTE 27: FINANCIAL INSTRUMENTS {cont'd)

{4) Interest Rate Risk
The economic enfity's exposure {0 inferest rate risk, which is the risk that a financial instrument’s value will fuctuate as a result

of changes in market inferest rafes and the effective weighted average interest rates on classes of financial assels and
financial liabilities, s as follows:

Maturing
Weighted Floating Fixed Non
Average Interest Interest Interest 1 year 1to & Rore than
interest Rats Rate Bearing Total or less years Syears
36 June 2006 Note Rate $o00 $000 $'000 $000 $o0 $:000 $000
Financial Assets
Cash assets 5 8.5% 10,550 - 2 10,582 10,852 - -
Receivables 6 - - - 36,102 36,702 36,702 - -
10,550 - 36,704 47 254 47,254 - -
Financial Liabilities
Payables 13 - - - 22,654 22,654 22,654 - -
Bank overdrafis 4 8.1% 16,966 - - 16,966 16,966 - -
Bank loan 14 9.1% - 4 6856 - 4,596 682 4014 -
Bank loan 4 £.2% 57,739 - - 57,739 52,905 4834 -
Commercial bills 4 8.0% - 1,200 - 1,200 1,200 -
Commercial bils 14 8.2% - 1,900 - 1,900 - 1,960 -
Commaercial bills 4 6.2% 6.600 - - 6.600 - 8,600 -
Convertible notes 14 8.5% - 8,500 - 6,500 6,500 - -
Convertible notes 4 8.8% - 4,000 - 9.000 9,000 - -
Lease fiabilities 4 7.5% - 727 - 12t 239 488 -
Hire purchase liabilities
14 8.2% - 4414 - 4414 1,680 2734 -
Employee benefits 18 - - - 1,288 1,289 872 477 -
81,308 28457 23,883 133,605 112698 20,897 -
Maturing
Weighted Floating Fixed Non
Average Interest Interest Interest 1 year 1to & Rore than
interest Rate Rate Bearing Total or less years Syears
36 June 2005 Note Rate $o00 $000 $'000 $000 $600 $:000 $000
Financial Assefs
Cash assets 5 5.4% 3965 - - 3985 3965 - -
Receivables 8 - - 32,783 32,753 32,753 - -
3.965 - 32,753 36,718 36,718 - -
Financial Liabilities
Fayables 13 - - 18,780 19,790 19,790 - -
Bank overdrafts and loans 14 55% 8,313 - - 6313 8313 - -
Commercial bills 14 5.5% 51,685 - - 51,885 51,885 - -
Commercial bils 14 8.0% - 2.300 - 2,300 1.000 1,360 -
Commercial bills 14 8.3% - 2500 - 2,500 800 1,900 -
Commercial bills 14 6.0% 6.600 - - 6,600 - 8,600 -
Convertible notes 14 8.5% 8,560 - 6,500 - 8,500
Lease fiabilities 14 7.5% - 738 - 739 334 405 -
Hire purchase liabilities -
14 8.2% 8,080 - 6,060 2,118 3945 -
Employee benefits 18 - - 1,773 1,773 1,976 547 -
64,708 18,099 21,563 104,460 83.263 21197 -
Gale Pacific Limited
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NOTE 28: FIRST - ADOPTION OF AIFRS - RECONCILIATION OF EQUITY REPORTED UNDER AGAAP TO EQUITY

UNDER AIFRS

{a)  Atthe date of transition to AIFRS - 1 July 2004

AGAAP Adjustments AIFRS
$ $ $

CURRENT ASSETS
Cash and cash equivalents 6,710 6,710
Receivables 28,608 28,805
Inventories 34,003 34,003
Other 1,058 1,058
TOTAL CURRENT ASSETS 70,466 70,468
NON-CURRENT ASSETS
Property, plant and equipment 32,168 32,168
Intangible assets 11,023 - 11,023
Deferred tax assels 346 128 474
TOTAL NON-CURRENT ASSETS 43,537 128 43865
TOTAL ASSETS 114,003 128 114,131
CURRENT LIABILITIES
Payables 15,842 15,842
Shart term horrowings 20,783 20,783
Current tax labilifies 724 724
Provisions 08¢ 889
TOTAL CURRENT LIABILITIES 38,438 38438
NON-CURRENT LIABILITIES
Long term borrowings 18,046 - 18,048
Deferred tax liabilities 4,213 570 4,783
Provisions 1106 110
TOTAL NON-CURRENT LIABILITIES 22,368 570 22,939
TOTAL LIABILITIES 60,807 570 81,377
NET ASSETS 53,196 {442 52,754
EQUITY
Confributed equity 38,896 128 38,027
Reserves 273 5 {268}
Refained profits 14 576 {B75) 14 001
PARENT ENTITY INTEREST 53,202 {442 52,760
Minority interests {6} {6)
TOTAL EQUITY 53,196 {442 52,754
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Gale Pacific Limited and its Controfled Entities
Appandix 4

Prefiminary Final Repost for the Year Ended 30 June 2608

NOTE 28: FIRST - ADOPTION OF AIFRS - RECONCILIATION OF EQUITY REPORTED UNDER AGAAP TO EQUITY

UNDER AIFRS (cont’d)

{b) At the end of the last annuai reporting period under AGAAP - 30 June 26065

AGAAP Adjustments AIFRS
$ $ $

CURRENT ASSETS
Cash and cash equivalents 3968 3965
Receivables 32,753 32753
Inventories 50,577 50,577
Deferred tax assels 1,238 1,239
Other 1,448 1,440
TOTAL CURRENT ASSETS 89,983 89,083
NON-CURRENT ASSETS
Property, plant and equipment 57,765 57,765
Intangible assets 15,718 405 16,210
Deferred tax assels 294 132 426
TOTAL NON-CURRENT ASSETS 73,774 627 74 401
TOTAL ASSETS 163,757 627 164,384
CURRENT LIABILITIES
Payables 19,786 19,790
Shart term horrowings 62,247 82,247
Current tax liabilifies 168 185
Provisions 1,226 1,226
TOTAL CURRENT LIABILITIES 83,428 83,428
NON-CURRENT LIABILITIES
Long term borrowings 20,650 - 20,850
Deferred tax fiabififies 4,853 372 5,225
Provisions 547 547
TOTAL RON-CURRENT LIABILITIES 25,056 372 26,422
TOTAL LIABILITIES 100478 372 109,850
NET ASSETS 54,274 255 54,534
EQUITY
Confributed equity 41,838 132 42071
Reserves {3,087} 98 {2,989}
Retained profits 15438 25 15461
PARENT ENTITY INTEREST 54,288 255 54,543
Minority interests {9 {9
TOTAL EQUITY 54,274 255 54,534
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Gale Pacific Limited and its Controfled Entities

Appandix 4

Prefiminary Final Repost for the Year Ended 30 June 2608

NOTE 28: FIRST - ADOPTION OF AIFRS - RECONCILIATION OF PROFIT REPORTED UNDER AGAAP TG PROFIT

REPORTED UNDER AIFRS {cont'd}

{c}) ReconcHiation of Profit for the year ended 30 June 2005

AGAAP Adjustments AIFRS

$ $ $
Revenue
Sales revenie 146,850 146,850
Other income 2327 {167} 2,180

149,177 148,010
Changes in inventories of finished goods and work in progress {16,484} {16,484}
Raw materigls, consumables and other cost of sale {58,114} (58,114)
Employee benefits expenses {21731} (93} (21.824)
Depreciation and amorfisation expenses {6.0687) 495 {5,572
Operating overheads {33734) (33,734
Other expense {2280 1687 (2,113}
Finance cost {4,926} {4,026}
Profit_hefore income tax 5,841 442 5,243
Income tax expense {income tax benefif) {1,158} 198 {860}
Net profit for the year 4,683 800 5,283
Profit atfributable fo minority inferesis 2 2
Net profit attributable to the members of the entity 4,685 800 5,285
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