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EZENET LIMITED
DIRECTORS’ REPORT

Your directors submit their report for the year ended 360 June 2604,
DIRECTORS

The names and details of the directors of the company in office during the financial vear and until the date
of this report are as follows. Directors were in office for this entire period unless otherwise stated.

W G Martinick Dr Woll Martinick is 59 years of age and was appointed a director
B.Se¢, Ph.D), Environmental Scientist  and chairman on 13 January 20063, He is a scientist with extensive
{Executive Chairman) experience in the resource industry, a Fellow and Chartered

Professional of the Australasian Institute of Mining and
Metallurgy, past Vice President of the Association of Mining and
Exploration Companies. He is a Director and shareholder of
Martinick Investments Pty Lid, Martinick Management Services
Pty Ltd and Martinick Bosch Sell Pty Lid (trading as MBS
Envirenmental), and non-executive Director of Sun Resources NL
{oil and gas exploration company) and Chairman of QOlympia
Resources Limited {(mining exploration company). He was a
Director of Basin Minerals Limited from 1996 to 2062 and
participated in negotiating the friendly takeover of this company
by [uka Resources Limited after discovery of its world class
Pouglas mineral sands project. He has been associated for over
thirty five years with the exploration and mining in Australia and
also Africa, China, India and Papua New Guinea attending to
environmental, water, land access and due diligence studies on
behalf of various major companies, financial institutions and for
listings on Agstralian, London and Hong Kong stock exchanges.

L H Chapman Mr Chapman formed Ezenet Pty Ltd in 1998 and was appointed a
{Executive Director) director of Ezenet Limited on 6 April 2606, He has considerable

business experience particularly in sales and marketing. He was
the founder of Movielink Corporation Ltd; a company, which
pioneered the movie, supply business to hotels in Australia.

G RO Dea Mr O’Dea was appointed a director on 7 March 2002, He is a

{Non-Executive Director) former business development manager for The West Australian
Newspaper with 30 years media experience in radio, television,
press and outdoor advertising. Throughout the past two years
Ross was contracted to the WATAB as Manager, Media Services.
This contract concluded 11 June 2004,

N T O’Loughlin Mr Neil O’Loughlin was appointed a director on [3 January 2063.
B.Se¢ (Hons), M.Sc, M AusIMM, He obtained a B.Sc (Hons} in Mining Geology from University
Geologist Coliege Cardiff, Wales and a M.Sc. from the University of
{Executive Director} Manchester Institute of Science and Technology. He is a member

of the Australasian Institute of Mining and Metallurgy with over
seventeen years experience in exploration and mining of a range
of commodities in Australia and overseas. Prior to his
involvement with Ezenet Lid, he was Technical Director of Basin
Minerals Ltd from 1996 to 2002 when the company was the
subject of a friendly take over by luka Resources Lid.
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DIRECTORS’ REPORT (Cont’d)

DIRECTORS {(Cont’d)

INTERESTS IN THE SHARES AND OPTIONS OF THE COMPANY

Ag at the date of this report the interests of the directors in the securities of the company were:

Ordinary Shares Options over Ordinary
Shares
W G Martinick **# 14,924,757 8,061,033
L H Chapman 1,900,000 1,060,000
G R O'Dea 72,6060 3,003,300
N T O’Loughlin 3,549,591 3,204,668

#kShares and options are held by W G Martinick and Martinick Investments Ply Ltd ATF The Martinick
Superannuation Fund.

EARNINGS PER SHARE 2004 2003
Basic and diluted loss per share (cents) {2.2) {1.4)

DIVIDENDS PAID OR PROPOSED

The company has not paid any dividends since the commencerment of the financial year, and no dividends
are proposed to be paid.

PRINCIPAL ACTIVITIES

The principal activity during the year of entities within the consolidated entity was the provision of digital
movie services to the hospitality and mining industries.

There has been no significant change to this activity during the year.

The consolidated entity’s business is conducted from operations located in Australia.

CORPORATE INFORMATION
Frenet Limited is 2 company limited by shares and is incorporated and domiciled in Australia. It has
prepared a consolidated financial report incorporating Ezestream Pty Litd, {previously known as Ezetel Pty

Lid), a wholly owned entity tncorporated on 12 May 2003,

The consolidated entity employed 8 people at 30 June 2004 {2603: 5 people).

OPERATING RESULTS

The consolidated entity’s revenue was $986,597 and the loss after providing for income fax was
81,274,510 for the financial year. (2003 revenue $300,117, loss $706,772)



EZENET LIMITED
DIRECTORS’ REPORT (Cont’d)

RISK MANAGEMENT

The group takes a proactive approach to risk management. The Board is responsible for ensuring that
risks, and opportunities, are identified on a timely basis and that the group’s objectives and activities are
aligned with the risks and opportunities identified by the Board.

The group believes that it is crucial for all Board members to be a part of this process, and as such the
board has not established a separate risk management committee.

REVIEW OF OPERATIONS, LIKELY DEVELOPMENTS AND EXPECTED RESULTS
1. Year in Review

Revensues for the year increased from $500,117 to $986,597 due mainly to growth from free to guest and
the initial stages of iatroducing the new pay movie systern ‘Video Jock’. The new pay movie system was
trialled during the period Januvary to April 2004 with the commercial rollout commencing in April. A
number of technical issues and system limitations were identified requiring resolution prior to
commercialisation.

Recognising the company generated an overall operating toss for the year of $1,274,510, it should be noted
that $583,876 of the loss was atiributed to the licences paid on our digital film library and depreciation on
plant and equipment. From a cash perspective 8721,959 of the outflow of funds was used to purchase plant
and equipment for future installations and projects.

Whilst the achievement of an operating loss is disappointing, it is important to put the result into context
and note the positive steps that were made towards repositioning the business. These include:

o,

Successful development of a proprietary digital movie player and associated scheduling software;

2. Trial and nitial commercialisation: of Video Jock, a low cost subscriber management system
suitable for use in smali to medium hotels in the 2-3 star market segment;

3. Initial development of a proprietary subscriber management system suitable for installation in
redium to large hotels in the 2-4 star segments;

4. Development of a specialist entertainment and information product for the Australian mining
market;

5. LExpansion of the existing digital film library to ensure sufficient movie content and variety;

6. Ongoing review of mineral investment opportunities within and outside of Australia;

7. Introduction of new management to maximise existing and new business potential.

During the year, a number of mineral opportunities were identified and progressed. To date, there have
been no commitments made towards a specific mineral project, however, investigations and discussions are
continuing with respect to a namber of overseas projects.

2. Future Forecast

The repositioning of Ezestream from focusing on lower margin free to guest revenue to the higher margin
and larger pay movie market in Australia was a fundamental change made during the year.

Whilst the Video Jock system is expecied to secure around 2000 additional rooms by the end of Decenmber
2004, a more technically effective subscriber management system product is required Lo ensure greater
ievels of growth are achieved.

Following initial research internationally into the availability of such a product, the Board of Ezenet
decided to develop its own system that would deliver the necessary functionality for hotels whilst meet its



EZENET LIMITED
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own targets of cost, market penetration and guest take-up rate potential. The company commenced a
product development project in June and expects initial customer trials to begin toward the end of the 2004
calendar yvear. Full commercial rollout is expected early in 2005.

The combination of Ezenet’s subsidiary’s existing and new products will not only assist secure growth
within the Australian hospitality market but will, for the first time, enable the organisation to export an
‘end to end’ entertainment system to overseas markets through either resellers or direct to clients.

2004 200
$ $
Operating revenue 986,307 500,117
Operating loss (1,274,510) {706,772)

The company has raised additional capital of $3,138,810 during the last financial year.

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

Ag indicated in the review of operations, the company raised $3,138,810 during the financial year and a
further $15,075 post year-end through the conversation of options and share issues. These funds have been

used as working capital of the company and to provide a solid financial basis as the company continges o
develop its digital movie system.

NIFICANT EVENTS AFTER THE BALANCE DATE

In July 2004 the company announced that Ezenet had terminated the Purchase Agreement with
VideoJock BV to purchase the VideoJock product package which mcludes the VideoJock Equipment
and Software. The Vendors were unable (o deliver the technology in the terms of the

Agreement and although Ezenet had worked with the Vendors since March to overcome these
difficulties it was decided to ferminate the Agreement. Ezenet will continue as the Australian and
New Zealand distributor for the VideoJock product.

Since the end of the financial year share capital has increased by $15,075 due to the exercising of
options.

ENVIRONMENTAL REGULATION AND PERFORMANCE
The consolidated entity is not subject to any environmental regulations.

SHARE OPTIONS

Unissued shares
At the date of this report there were 34,422,076 unissued ordinary shares under options, with 34,122,576 at
reporting date. Refer to note 13 of the financial statements for further details of the options outstanding.

There are no participating rights or entitlements inherent in the options to participate in any new issues of
capital which may be offered to shareholders of the company from time to time prior to the expiry date of
the options and they do not parficipate in any bonus issue of securities unless and until the options are
exercised.
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Shares issued as a resuli of the exercise of options
5,401,334 options, at a weighted average exercise price of $0.15, have been exercised either during the
financial year or since the end of the financial year.

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFIFICERS

No indemnities have been given or agreements made during or since the end of the year for both current
and former directors and officers of the consolidated entity.

During the financial year, the company has not paid any premimmns in respect of a contract insuring any of
the directors of Ezenet Limited against a liability incurred in their role as directors of the company.

DIRECTORS’ AND OTHER OFFICER’S EMOLUMENTS

The Board of Directors is responsible for determining and reviewing compensation arrangements for the
directors and the chief executive officer. The Board assesses the appropriateness of the nature and amount
of emoluments of such officers on a periodic basis by reference to relevant employment market conditions
with the overall objective of ensuring maximum stakeholder benefit from the retention of a high quality
board and executive team. Such officers are given the opportunity to receive their base emolument in a
variety of forms including cash and other non-cash payments. It is intended that the manner of payment
chosen will be optimal for the recipient without creating undue cost for the company.

To assist in achieving these objectives, the Board links the nature and amount of executive directors” and
officers’ emoluments 1o the company’s financial and operational performance.

It is the Board’s policy that employment agreements shall only be entered into with the Chief Executive
Office and one other Executive Director who is employed in business development. The current
employment agreements with both officers have a three month notice period.

Details of the nature and amount of each element of the emoluments of each director and the executive
officer of the consolidated entity are as follows:

Emolaments of directors and executive officers

Aanual emsoluments Long-term emolumenis Total
Office Base Fee Other Superannuation Options
$ b3 b3 $ $ b3

Directors
LH Chapman - 137,080 - 12,330 44,900 194,230
WG Martinick - - 156,860 - - 156,800
NT (¥Loughlin - - 27,060 - - 27,008
G RO Dea - - - - - -
Executive Officer
R A Bun - 36,645 - 3,298 - 39,943
Total - 173,645 183,800 15,628 44,900 417,973

Professional services of $156,800 were provided by Martinick Investments Pty Ltd, a company associated
with W G Martinick on normal commercial terns and conditions.

Professional services of $27,000 were provided by Indi Holdings Pty Lid, a company associated with N T
' Loughiin on normal commercial terms and conditions.
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Duaring the financial year 1,000,000 options exercisable at 15 cents per option on or before 30 June 2067,
were issued to L H Chapman, an executive director of the company.

['he options granted have been valued using the Black-Scholes option valuation methodology. See note [3
for additional information.

INTERESTS IN CONTRACTS OR PROPOSED CONTRACTS WITH THE COMPANY

During or since the end of the financial year, no director has had any interest in a contract or proposed
contract with the company being an inferest the nature of which has been declared by the director in
accordance with Section 300{11}d} of the Corporations Act 2001,

DIRECTORS’ MEETINGS

During the vear 7 directors” meetings were held. The number of meetings attended by each divector was as

follows:
No. of meetings held while

in office Meetings attended
W G Marfinick G
L H Chapman 3
G RO Dea 7
T O’Loughiin 4

As at the date of this report, the company did not have an audit committee, as the directors believe the size
of the company does not warrant its existence.

TAX CONSOLIDATION

Fffective 1 July 2003, for the purposes of income taxation, Ezenet Limited and its 100% owned subsidiary
have formed a tax consolidated group. Members of the group have agreed to enter into a tax sharing
arrangement in order to allocate the income fax expense (o the wholly-owned subsidiary on a pro-rata
basis. In addifion the agreement will provide for the allocation of income tax liabilities should the head
entity default on s tax payment obligations. The deductibility of carried forward losses as a consolidated
group has vet to be determined.

CORPORATE GOVERNANCE

In recognising the need for the highest standards of corporate behaviour and accountability, the directors of
the company support and have adhered to the principles of corporate governance. The company’s corporate
governance staterment is contained in the additional Australian Stock Exchange information section of this
anmual report.

Signed in accordance with a resolution of the directors

{Original signed by W G Martinick)
W G Martinick - Chairman
Perth, 16 September 2004



i Frrst £ YOUNG

{ndependent andit report to smembers of Ezenct Limited

Seope

The financial report and divectory ' responsibilily

The ltnancial report comprizes she statement of nancial position, statement of finsncial performance, statement of cash flows,
accompanying nows w she foencial satcments, and e divestors” declaration for Excnct Limited (she compuny] snd the
consolidated entity, For the year ended 50 Tune 2004, The vonsolilated ensity comprises both the company and the eatities it
comtroted during that yeat,

“The disselors o the company are responsible for preparing a fingnciat report that gives u true and fair view of the finarecial position
and performancs of the company and the consolidated ensity, and that complies with Accounbing Standacds in Australia, in
aceordance with the Corporations Act 2001, This includes responyibility for the maintenance of adeguide aceounting reconds and
it contzols that are desigied 1o prevent and detect Fraud and error, and for the sceounting policies and accouming estimates
mherent in the financial teport,

Audit approach

We conduriod an independsnt audit of the linancial report in order to express an opinion o it (o the mernbers of the cotapany. O
audit was conducted in accordance with Austeelisn Anditing Standards in order to provide reascnable assurance as to whether the
financial report is free of material misstatement. The aztare of an audit is inMuenced by factors such as the use of professional
juddgernent, seleciive testing, the inhernt limitations of intornal controd, and the svaifability of persuasive rather than cenclusive
evidence. Therefors, an sudit cannot gusrantee thar al] material misstdemenls have been detected.

W peelormed procedures 10 assess whether in 1l meteriat respeets the financiul report presents faitly, in accordunce with Lhe
Corporations Act 200, including complignee witlh Accounting Standards in Australia, and other mandatory financial reporting
requirements in Austrabia, 2 view which is consistent with our uaderstanding of the company’s and the conselidated entity™y
financial position, and of their perfirmance as reprezented by the results of their operationg and cash flows.

We: formed our sudit opinion on the basiz of these procedures, which included:

L] examining, on & {est basis, information to provide evidence supporling the anounts asnd disclasures in the financial report,
and
s assevsing the appropristoness of the aceounting poficies and disclosurcs used and the rensonableness of significant

aecounting estimates made by the directors,

While we considersd the effecfiveness of management’s interna) controls over financil reporing when determining the natuee and
extent of our procedures, our awdit was not designed to provide assurance on intemal conirols.

W perfornred procedures to assess whether the substance of business transastions wis aceuratohy roflected in the financial report,
These and our other procedures did aet include consideration or judgement of the apprapriateness or reasonableness of the business
phoms ar stradegies adopted by the directors and mansgement of i company.

[ndependence
We are independent of the company, wnd have met e indepersdence apuiraments of Australian professionsl cthiesl
pranoursements and ke Corporations Act 2001

Auwdit opinica
fn our epinion, the tinancial report of Ezenct Limited is in accordance with:
4} the Corporations Act 2001, inchuding:
{1 giving a true and fuir view of the financial position of Ezenet Limitxd und the consotidated entity 4d 30 June
2004 and of their performance for the yesr ended on Biat date; and
(3 complying with Accounting Standards in Australia and the Comurstions Regulations 20015 ard
{b) ther mandstory financial reporting reguirements in Austesliz.

3 Erwling

Faytner

Perth

Lrates 2% Sepianber 2004

Eduiriiiy Hmdbed Dy it Arecuntant Seheme, apgraved
s Lise Professionast Stwmdards Aot 1993 (REWL

TR0 HGEZEMET.D




EZENET LIMITED
DIRECTORS’ DECLARATION

In accordance with a resolution of the directors of Ezenet Limited, I state that:
1y In the opinion of the directors:

{a)  the financial statements and notes of the company and consolidated entity are in accordance
with the Corporations Act 2001, including:

(i}  giving a true and fair view of the company’s and consolidated entity’s financial position
as at 30 June 2004 and of their perfornsance for the year ended on that date; and

{i1y  complying with Accounting Standards and Corporations Regulations 2001; and

{b) subject to the matters referred to in note 1 to the financial statements “Going Concern Basis”
there are reasonable grounds to believe that the company and consolidated entity will be able
to pay their debts as and when they become due and payabie.

On behalf of the Board

{Original signed by W G Martinick)
W G Martinick

Chairman

Perth, 16 September 2004



EZENET LIMITED
STATEMENT OF FINANCIAL PERFORMANCE
FOR YEAR ENDED 30 JUNE 2004

9.

CONSOLIDATED EZENET LIMITED
Notes 2004 2003 2004 2003
$ $ $ $
REVENUE FROM ORDINARY
ACTIVITIES
Revenue from sales of goods 2 23,152 22,105 - 19,974
Cost of sales - - - -
Gross profit 23,152 22,105 - 19,974
Other revenue 2 061,445 478,012 47,373 414,632
EXPENSES FROM ORDINARY
ACTIVITIES
Marketing expenses {408,672} {272,145 £1,288) {247,685)
Ocecupancy expenses (72,437 (62,380} - {52,630)
Administrative expenses {330,740 {193,719 {410,438} {190,482)
Other operating expenses 3 (1,210,106} {674,319 {017,937) {601,303)
Borrowing expenses (39,152 {2,326} (39,152} {2.326)
LOSS FROM ORDINARY
ACTIVITIES BEFORE INCOME (1,274,510 (706,772 {1,321,462) {659,820)
TAX EXPENSE
INCOME FAX EXPENSE
RELATING TO ORDINARY 4 - - - -
ACTIVITIES
NET LOSS ATTRIBUTABLE TO 14 {(1,274,510) (706,772 {1,321,462) {659,820)
MEMBERS OF EZENET LIMITED
Basic and dilited loss per share (cents) 21 {2.2) {1.4) {(2.2) (1.4

The statement of financial performance shoudd be read in conjunction with the accompanying notes.



EZENET LIMITED

STATEMENT OF FINANCIAL POSITION

AT 30 JUNE 2004

Notes

CURRENT ASSETS
Cash assets
Receivables
Other 6

LA

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Plant and equipment 7
Ingerest in subsidiary 8

TOTAL NON-CURRENT
ASSETS

TOTAL ASSETS

CURRENT LIABHITIES

Payables 9

Provisions 15
Interest-bearing Habilities 11

TOTAL CURRENT

LIABILITIES

NON CURRENT

LIABILITIES

Interest-bearing Habilities 12
TOTAL NON CURRENT
LIABILITIES

TOTAL LIABILITIES

NET ASSETS

SHAREHOLDERS’ EQUITY
Contributed equity 13
Reserves 14

Aceumulated losses 14

TOTAL EQUITY

The statement of financial position should be read in conjunction with the accompanying notes.

10.

CONSOLIDATED EZENET LIMITED
2004 2003 2004 2003
$ $ $ $
1,489,890 319,008 1,365,008 318,808
105,543 102,516 ; ;
15,982 50,856 4,828 37,021
1,611,415 472,380 1,369,836 355,829
1,132,322 610,246 ; ;
; - 1,197,781 603,506
1,132,322 610,246 1,197,781 603,506
2,743,737 1,082,626 2,567,617 959,335
192,370 420,063 49,373 263,681
29,359 13,861 ; ;
123,237 113.888 119,473 113.888
344,966 547,812 168,846 377,569
20,414 20,757 20,414 20,757
20,414 20,757 20,414 20,757
365,380 568,569 189,260 398,326
2,378,357 514,057 2,378,357 561,009
7,753,525 4,614,715 7,753,525 4,614,715
29,000 29,000 29,000 29,000
(5.404,168)  (4,129,658)  (5.404,168) (4,082,706
2,378,357 514,057 2,378,357 561,009




EZENET LIMITED

STATEMENT OF CASH FLOWS
FOR YEAR ENDED 30 JUNE 2004

CASH FLOWS FROM
OPERATING ACTIVITIES
Receipts froms customers
Payments to suppliers and
employees

Interest received

NET CASH FLOWS USED IN
OPERATING ACTIVITIES

CASH FLOWS FROM
INVESTING ACTIVITIES
Payment for purchases of plant
and equipment

Proceeds from sale of plant and
equipment

NET CASH FLOWS USED IN
INVESTING ACTIVITIES

CASH FLOWS FROM
FINANCING ACTIVITIES
Proceeds from issue of shares &
options

Proceeds from share applications
received in advance

Proceeds from borrowings raised
Repayment of borrowings

NET CASH FLOWS FROM
USED IN FINANCING
ACTIVITIES

NET INCREASE
(DECREASE) IN CASH HELD

Opening cash brought forward

CLOSING CASH CARRIED
FORWARD

CONSOLIDATED EZENET LIMITED
2004 2003 2004 2003
$ $ $ $
934,675 410,668 ; 337,677
(1,943,868) (971,193} (1,850,097} (926,513}
48,895 10,297 47373 10,297
(960,298) (550228)  (1,802,724) (578,539}
(721,959 (412,985) ; (384,874)
450 - ; -
(721,509) (412,985) ; (384,874)
2,832,310 261,758 2,832,310 261,758
; 207,000 ; 207,000
237,793 164,214 200,000 164,214
(217,414) (29,568) (183,386) (29,568)
2,852,689 603,404 2,848,924 603,404
1,170,882 (359,809} 1,046,200 (360,009}
319,008 678,817 318,808 678,817
1,480,890 319,008 1,365,008 318,808

The statement of cash flows should be read in conjunction with the accompanying notes.



EZENET LIMITED
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting

The financial report is a general purpose financial report, which has been prepared 1n accordance with the
reqairements of the Corporations Aet 2001 which includes applicable Accounting Standards. Other
mandatory professional reporting requirements {Urgent Issues Group Consensus Views) have also been

complied with.

The financial report has been prepared in accordance with the historical cost convention and does not take
into account changing money values.

Guoing concern basis

The financial report has been prepared on the going concern basis. The ability of the company and the
consolidated entity to pay their debts as and when they fall due is dependent on the continued successful
development of the business model, which may require the secwring of additional funds either by equity or
borrowings. The directors are evaluating various options and sources of funding and on this basis believe
the adoption of the going concern basis s justified. However, should sources of additional funding not
become available the company may not be able to pay its debts as and when they fall due and may be
reqaired fo realise assets and extinguish liabilities other than in the normal course of business and at
amounts different from those stated in the financial statements.

Changes in accounting policies

The accounting policies adopted are consistent with those of the previous year.

Principles of consolidation

The consolidated financial statements are those of the consolidated entity, comprising Ezenet Limited and
Frestream Pty Ltd. Acquisitions are accounted for using the purchase method of accounting.

The financial staternents of the subsidiary are prepared for the same reporting period as the parent
company, using consistent accounting policies.

All intercompany balances and transactions have been eliminated.
Interest-bearing liabilities

Loans are measured at the principal amount. Interest is recognised as an expense as it acerues.



EZENET LIMITED
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
30 JUNE 2004

1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Cash and cash equivalents

Cash on hand and in banks and short-term deposits are stated ag norminal value.

For the purpose of the Statement of Cash Flows, cash includes cash on hand and in banks, net of any
outstanding bank overdrafts.

Plant and equipment

Cost and valuation
Iterns of plant and equipment are brought to account at cost Iess any accumulated depreciation.

Depreciation
Depreciation is provided on a prime cost or reducing balance method on all plant and equipment from the
time it i8 first used in the operations of the consolidated entity.

Major depreciation periods are: 2604 2003
- Office equipment and fittings 2.5 to 5.0 years 2.5 t0 5.0 years
- Equipment installed in hotels 4.0 years 4.0 years

- Digital film library 4.0 years 4.0 years

Trade and other receivables

Trade receivables are recognised and carried at original invoice amount less a provision for any
uncollectible debts. An estimate for doubtful debts is made when collection of the full amount is no longer
probable. Bad debts are written off as incurred.

Trade and other payables

Liabilities for frade creditors and other amounts are carried at cost, which is the fair value of the
consideration fo be paid in the future for goods and services received, whether or not billed to the
consolidated entity.

Share capital

Ordinary share capital is recognised af the fair value of the consideration received by the company.

Any transaction costs arising on the issue of ordinary shares are recognised divectly in equity as a reduction
of the share proceeds received.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Revenue recognition

Revenue is recognised to the extent that it is probable that the econoniic benefits will flow to the company
and the revenue can be reliably measured. The following specific recognition eriteria must also be met
before revenue is recognised:

Sale of goods
Control of goods has passed to the buyer.

Rendering of services
The control of a right to be compensated for services has been attained.

Interest
Control of the right to receive the interest payment.

Income tax

Tax-effect accounting is applied using the liability method whereby income tax is regarded as an expense
and is calculated on the accounting profit after allowing for permanent differences. To the extent timing
differences occur between the time items are recognised in the financial statements and when items are
taken into account in determining taxable income, the net related taxation benefit or liability, calculated at
current rates, 1s disclosed as a future income tax benefit or a provision for deferred income tax. The net
future income tax benefit relating to tax losses and timing differences is not carried forward as an asset
uniess the benefit is virtually certain of being realised.

The income tax benefit relating to tax losses is calcudated using the 30% corporate tax rate.
Goods and Services Tax {GST)

Revenues, expenses and assets are recognised net of the amount of GST except:

. Where the GST incurred on a purchase of goods and services 18 not recoverable from the faxation
authority, in which case the GST is recognised as part of the cost of acquisition of the asset or as part
of the expense item as applicable; and

. Receivables and payables are stated with the amount of GS8T included.

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

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

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to,
the taxation asthority.
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1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Farnings per share

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

Diluted EPS is calculated as net loss attributable to members, adjusted for:

. costs of servicing equity (other than dividends) and preference share dividends;

. the after tax effect of dividends and inferest associated with dilutive potential ordinary shares that
have been recognised as expenses; and

. other non-discretionary changes in revenues or expenses during the period that would resudt from the

ditution of potential ordinary shares;

divided by the weighted average number of ordinary shares and dilutive potential ordinary shares, adjusted
for any bonus element.

Recoverable amount

Non-current assets are nof carried at an amount above their recoverable amount and where carrying values
exceed the recoverable amount assets are written down. In determining the recoverable amount, the
expected net cash flows have not been discounted to their present value using a market determined rigk
adiusted discount rate.

Leases

Leases are classified at their inception as either operating or finance leases based on the economic
substance of the agreement so as to reflect the risks and benefits incidental to ownership.

Operating leases
The minimum lease payrents of operating leases, where the lessor effectively retains substantiaily all of
the risks and benefits of ownership of the leased item, are recognised as an expense on a straight-line basis.

Finance leases

Leases which effectively transfer substantially all of the risks and benefits incidental to ownership of the
leased item to the group are capitalised at the present value of the minimum lease payments and disclosed
as property, plant and equipment under lease. A lease liability of equal value 1s also recognised.

Capitalised lease assets are depreciated over the shorfer of the estimated useful life of the assets and the
fease term. Minimum lease payments are allocated between interest expense and reduction of the lease
liability with the interest expense calculated using the interest rate implicit in the lease and recognised
directly in net profit.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
30 JUNE 2004

1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Fareign currencies

Transactions in foreign currencies are converted to local currency at the rate of exchange ruling at the date
of the transaction.

Balances denominated in foreign currencies have been converted to local currency using rates of exchange
ruling at the end of the financial year. All resulting exchange differences are brought to account in
determining the net profit and loss for the financial year.

Employee henefits

Provision is made for employee benefits accumulated as a result of employees rendering services up to the
reporting date. These benefits include wages and salaries, annual leave and long service leave.

Liabilities arising in respect of wages and salaries, annual leave and any other employee benefits expected
to be settled within twelve months of the reporting date are measured at their nominal amounts based on
rermumeration rates which are expected fo be paid when the liability is settled. Al other employee benefit
Hiabilities are measured at the present value of the estimated future cash outflow fo be made in respect of
services provided by employees up to the reporting date. In determining the present value of future cash
outflows, the market yield as at the reporting date on national governnient bonds, which have terms to
maturity approximating the terms of the related liability, are used.

Emplovee benefit expenses arising in respect of the following categories:

. wages and salaries, non-monetary benefits, annual leave, long service leave, sick leave and other
leave benelits; and
. other types of employee benefits

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

The value of the equity-based compensation scheme described in note 20 is not being recognised as an
employee benefits expense.

Comparatives

Where necessary, comparatives have been reclassified and repositioned for consistency with current year
disclosures.
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CONSOLIDATED EZENET LIMITED
206 2003 2004 206

$ $ $ $
2. REVENUE FROM
ORDINARY

ACTIVITIES

{a) Revenue from sales
Revenue from sale of goods 25,152 22,105 - 10,974
Total revenue from sales 23,152 22,105 - 10,074
{b) Other revenue from
ordinary activities
Revenue  from  services 912,550 465,963 - 402,583
rendered
Interest received 48,895 12,049 47,373 12,049
Total other revenue from
ordinary activities 061,445 478,012 47,373 414,632
3. EXPENSES AND
LOSSES
Other Operating Expenses
Depreciation on egquipment 202,381 120,636 - 136,623
and fittings
Amnortisation of film library 43,495 31,173 - 28,078
Dimination in Investment - - 808,069 -
Film Heence fees 338,072 161,165 - -
Other expenses 626,158 361,345 109,268 466,600

1,210,106 674,319 917,937 641,303
Provision for  employee 15,497 2,725 - 2,038
entitlermnents

Operating lease rentals 60,446 47,506 - 39,624
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

30 JUNE 2004

CONSOLIDATED

2004

$
4. INCOME TAX

The prima facie tax on the loss from
ordinary activities is reconciled to the
income tax provided in the accounts as
follows:

Prima facie tax benefit on loss from {376,057)
ordinary activities:

Tax effect of permanent differences:
Trademark expenses -
Entertainment 838

200

$

(212,032)

360
1,398

EZENET LIMITED

2604
$

(152,889)

{39

200
$

{197,946)

360
1,398

Income tax attributable to operating loss {375,219)
Future income tax benefit not bought to
account 375,219

{210,334)

210,334

(152,750)

152,756

{196,248)

196,248

Income tax expense atiributable to ordinary
activities -

Income tax losses

Future income tax benefit arising from tax

iosses at 309%, not bought to account at

balance date as realisation of the benefit 1s

not regarded as virtually certain 1,314,002

919,892

1,077,854

906,624

This future income tax benefit will only be obtained if:

{a) future assessable income is derived of a nature and of an amount sufficient to enabie the benefit to be

realised;

{b) the conditions for deductibility of prior year losses imposed by tax legislation can be complied with;
{¢) no changes in tax legislation adversely affect the company in readising the benefit.

Tax Consolidation

Fffective 1 July 2003, for the purposes of income taxation, Ezenet Limited and its 100% owned subsidiary
have formed a tax consolidated group. Members of the group have agreed to enter into a tax sharing
arrangement in order to allocate the income fax expense (o the wholly-owned subsidiary on a pro-rata
basis. In addition the agreement will provide for the aliocation of income tax liabilities should the head
entity default on its fax payment obligations. The deductibility of carried forward losses as a consolidated

group has vet to be determined.
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CONSOLIDATED EZENET LIMITED
2604 2003 2004 2003
$ $ $ $

3. RECEIVABLES (Current)
Trade debtors 105,543 102,516 -
Less: Provision for doubtful debts - - -

105,543 102,516 -
6. OTHER (Current)
Other debtors - 24,167 - 24,167
Prepayments 12,924 11,020 - -
GST receivable 3,058 15,669 4,828 12,854

15,982 50,856 4,828 37,021
7. PLANT AND EQUIPMENT
Office equipment and fittings at cost 161,934 125,119 -
Less - Provision for depreciation {04,468) (69,064} -
67,466 56,055 -

Plant and eguipment at cost 1,265,560 589,827 -
Less - Provision for depreciation (315,424) {139,425 -

950,136 450,402 -
Digital film library at cost 202,327 147,541 -
Less : Provision for amortisation {87.607) (44,1123 -

114,720 103,789 -
Total plant, equipment and film
Cost 1,629,821 862,847
Accumulated depreciation & amortisation (497,499) {252 6013
Total writlen down value 1,132,322 610,246 -

{a) Assets pledged as security

Inchusded in the balances of plant and equipment are assets that have been granted as security over loans
{see Notes 11 and 12). The written down value of the assets pledged is $153,524.
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7. PLANT AND EQUIPMENT (Cont)

(b} Reconciliations

CONSOLIDATED EZENET LIMITED
2604 2003 2004 2003
$ $ $ $
Office equipment and fittings
Carrying amount al beginning of year 50,055 59,103 - 59,103
Additions 39,334 20,565 - 20,565
Disposals (1,544) - - -
Transferred to the subsidiary - - - {58,202)
Depreciation and amortisation expense {26,383) (23,613 - {21,466)
67,466 56,055 - -
Plant and equipment
Carrying amount ai beginning of year 450,402 207,468 - 207 468
Additions 675,732 339,957 - 311,846
Transferred to the subsidiary - - - {434,154)
Depreciation and amortisation expense (175,998) (97,0233 - {83,160)
950,136 450,402 - -
Digital filtm library
Carrying amount ai beginning of year 103,789 82,560 - 82,500
Additions 54,426 52,462 - 52,462
Transferred to the subsidiary - - - {106,883)
Depreciation and amortisation expense {43,495) (31,173 - {28,077)
114,720 103,789 - -
1,132,322 610,246 - -

8. INTEREST IN SUBSIDIARY  Country of % equity held by Iavestment  Investment

(Non-current) incorporation consolidated 20? 20?
entity $ $
Ezestream Ply Ltd (name change from Australia 150
Fretel Pty Ltd)
Share Capital 573,199 573,199
Loan 1,433,251 30,306
Provision for Diminution in Investment {80R,669) -

The lean 1s unsecured, inlerest free with no

fixed terms of repayment. 1,197,781 603,505
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CONSOLIDATED EZENET LIMITED
2004 2003 20864 2003
$ $ $ $
9, PAYABLES (Current)
Trade ereditors and accruals 192,370 213,063 49,373 56,681
Other creditors - 207,606 - 207,000
192,370 420,063 49,373 263,681
10. PROVISIONS (Current)
Emplovee benefits 29,359 13,861 - -
1. INTEREST-BEARING
LIABILITES (Current)
Usnsecured loans 3,764 102,493 - 102,493
Hire purchase loan {a) 11,440 11,395 11,440 11,395
Secured basiness foan (b} 108,033 - 108,033 -
123,237 113,888 119,473 113,888
Terms and Conditions
{a) The hire purchase loan has a term of 3 years al an interest rate of 9.0%.
The liability is secured by a charge over the acquired assets.
(b} The secured business loan has a term of 2 years at an interest rale of 19.87%
The liabilily is secured by a charge over equipment installed in Hotels.
12. INTEREST-BEARING
LIABILITIES (Non-current)
Hire purchase loan {a) 10,413 20,757 10,413 20,757
Secured basiness foan (b} 16,001 - 10,061 -
20,414 20,757 20,414 20,757

Refer Terms and Conditions in Nofe 11,



22.

EZENET LIMITED
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
30 JUNE 2004

13. CONTRIBUTED EQUITY

{a) Issued and paid up capital

62,088,321 ordinary shares

fully paid {2003 40,135,000) 8,157,763 5,018,953 8,157,763 5,618,953
Less: capital raising costs {404,238) (404,238) {404,238 {404,238)

7,753,525 4,614,715 7,753,525 4,614,715

{h) Movements in shares on issue

2004 2603
Number of % Number of $
shares shares

Beginning of the financial year 40,135,000 4,614,715 34,900,600 4,352,057
Issued during the year

- public equity raisings 15,903,588 2,244,135 5,235,000 261,758
- shares issued in settlement of consulting fees 638,699 99,300 - -
- oplions exercised 53,301,034 T95,155 - -
- ess transaction costs - - - -
End of the financial year 62,088,321 7,733,525 40,135,000 4,614,715

{c¢) Share Opiions

In the year ended June 2002, 29,000,000 options were issued, at 0.1 cents per option, exercisable at [0
cents per option on or before 31 July 2003, These options expired on 31 July 2003,

4,188,588 options exercisable at 15 cents per option on or before 3G June 2007 were issued to shareholders
of the company on 13 July 2003, Each option has been valued at 4.51 cents.

1,000,600 options exercisable at 15 cents per option on or before 36 Fune 2007 were issued fo an executive
director and emplovee of the company on 31 July 2003, Each option hags been valued at 4.49 cents.

11,293,000 options exercisable at 15 cents per option on or before 30 June 2007 were issued to
shareholders of the company on 29 August 2003, Each option has been valued at 10.80 cents

2,330,000 options exercisable at 15 cents per option on or before 30 June 2007 were issued to employees
and consultants on 29 Auguest 2003, Each option has been valued at 10.8G cents.

2,750,022 options exercisable at 15 cents per option on or before 30 June 20067 were issued to shareholders
on 11 March 2064, Each option has been valued at 21.66 cents.

125,000 options exercisable at 40 cenls per option on or before 31 December 2006 were issued to
employees on 11 March 2004. Each option has been valued at 9.86 cents.

['he options granted have been valued using the Black-Scholes option valuation methodology. The
valuations reflected above do not necessarily represent the market value of the options or the tax value for
taxation purposes fo the option holder.
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13. CONTRIBUTED EQUITY (Cont)

At the end of the financial year there were 34,122576 (2002: 46,735,000) unissued ordinary shares in
respect of which options were outstanding.

Movement in Opticns 2004 2003
Beginning of the year 46,735,000 29,000,000
Forfeited {29,600,000) -
Exercised (5.301,034) -
Issued 21,688,610 17,735,000
End of the year 34,122,576 46,735,000

{d) Ferms and conditions of contributed equity

Ordinary shares

Ordinary shares have the right to receive dividends as declared and, in the event of winding up the
company, to participate in the proceeds from the sale of all surplus assets in proportion to the number of
and amounts paid up on shares held. The ordinary shares entitie their holder to one vote, either in person or
by proxy, at a meeting of the company.

CONSOLIDATED EZENET LIMITED
2004 2603 2004 2003

$ $ $ $

14, ACCUMULATED LOSSES
AND RESERVES

Accumulated Losses
Balance at beginning of year (4,§29,658) {3,422 886) {4,082,706) {3,422 886}
Loss for the year (1,274,510) {706,772) {1,321,462) {659,820
Balance at end of year (5,404,168) £4,129,638) {5,404,168) (4,082,706}
Option Reserve
Balance at beginning and end of year 29.000 20,000 29,600 20,060

The armount credited to the Option Reserve relates to the premium paid for options granted.
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CONSOLIDATED EZENET LIMITED
2004 2003 2004 2003
$ $ $ $
{58, STATEMENT OF CASH FLOWS
Reconciliation of the net loss to the
net cash flows from operations
Net loss {1,274,5190) {706,772} £1,321,462) {659,820)
- Drepreciation of plant and 202,381 120,636 - 106,625
equipment
- Amortisation of film Hbrary 43,495 31,173 - 28,078
- Loss on sale of plant & equipment il - - -
- Shares in lieu of fees 99,500 - 99,500 -
Changes in assets and liabilities
- Trade receivables (3.027) (48,354 - 54,162
- Other receivables 35,009 (20,680 32,193 {17,863)
- Prepayments {13,273) {6,557} {11,370y 4,463
- Trade and other creditors {65,479) 77,602 {7,310y {78,780)
- Employee entitlements 15,497 2,724 - {11,137
- Due to transfer to controlled entities - - (594,275 {4,263)
Net cash flows used in operating (960,298) {550,228 {1,802,7243 {578,339)
activities
a. Non-Cash Financing and Investing Activities

During the financial year, fully paid shares were issued in settlement of consulting fees to the value of

$99,500.

16. EXPENDITURE
COMMITMENTS

Operating lease (non-cancellable )

- ot later than one year

- later than one year and not later than
five years

Aggregate lease expenditure
contracted for at balance date

CONSOGLIDATED EZENET LIMITED
2004 2003 2004 3

$ $ $ 3
39,960 15,731 38,900 15,731
10,560 - 10,500 -
50,400 15,731 50,400 15,731

These commitinents reflect the cost to the company for entering info a non-cancellable operating lease
for premises to be occupied by the corapany until 14 September 20035,
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17.  SEGMENT INFORMATION

Revenue is derived by the consolidated entity from the information technology sector.
The consolidated entity operates predominantly within the one sector in Australia.

18. SUBSEQUENT EVENTS

In July 2004 the company announced that Ezenet has terminated the Purchase Agreement with
VideoJock BV to purchase the Videolock product package which includes the VideoJock Equipment
and Software. The Vendors were unable to deliver the technology in the terms of the

Agreement and although Ezenet had worked with the Vendors since March to overcome these
difficuities it was decided to terminate the Agreement. Ezenet will continge as the Australian and New
Zealand distributor of the VideoJock product.

Since the end of the financial year share capital has increased by $15,073 due to the exercising of
options.

19. ECONOMIC DEPENDENCY

The consolidated does not have any economic dependency with any one client or group of clients.

20, EMPLOYEE BENEFITS CONSOGLIDATED EZENET LIMITED
AND SUPERANNUATION 2004 2003 2004 2603
COMMITMENTS % $ $ $

Empioyee Benefits
The aggregate employee benefit
liability is comprised of:

Accrued wages, salaries and on-costs 1,226 - - -

Provisions {current) 29,3509 13,861 - -

Superannuation contributions by the consolidated entity of up to 9% of employees” wages and salaries are
iegally enforceable in Australia.

Emplovee Share Incentive Scheme

Frenet Limited does not have an employee share scheme. Shareholders approved a resclution at the
General Meeting on 30 May 2003 for management of the company, fo grant options over the ordinary
shares of Ezenet Limited to consultants, contractors and certain members of staff of the consolidated enfity,
to allow them the mechanism to parficipate in the future development of the company and as an incentive
for their past and future involvement and commitment. The options, issued for nil consideration, are
granted in accordance with performance guidelines established by the directors and management of Ezenet
Limited and are issued at the discretion of the directors and management of Ezenet Limited.
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20. EMPLOYEE BENEFTTS (Cont)
2004 20063
Number  of | Weighted Number of | Weighted
optioas average options average
exercise price CXEICIse price
Balance at beginning of year 9,500,600 .15 - -
- granted 3,455,000 G617 9,500,000 0.15
- forfeited - - - -
- exercised 50,000 017 - -
Balance at end of year 12,905,000 .17 4,500,600 0.15

a. Options granted during the reporting period:
The foliowing table summarises information about options granted by Ezenet Limited to employees during

the vear:

1,000,060 Opticns

2004

2603

Grant Date

31 July 2003

Vesting Date

31 July 2003

Expiry Date 30 June 2007

Weighted average exercise price 0.17

2,330,000 Opiicns 2004 2003
Grant Date 29 August 2003

Vesting Date 29 August 2003

Expiry Date 30 June 2007

Weighted average exercise price 0.17

125,000 Options 2004 2603

Grant Date

11 March 2604

Vesting Date

11 March 2604

Expiry Date

31 December 2006

Weighted average exercise price

0.17

b. Options exercised:

The following table summarises information about options exercised by employees during the year ended

3G June 2004.

Number Grant Exercise Expiry Weighted | Proceeds | Number Issue date | Fair

of options | date date date average from of shares valne of
exercise shares issued shares
price issued issued

56,000 29/08/03 | 18/01/64 | 30/06/07 | 0.17 $7,500 50,060 28/01/04 | $14,250

Fair value of shares issued during the reporting period is estimated to be the market price of shares of
Fzenet Limited on the ASX as at close of trading on their respective issue dates.
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C. Options held as at the end of the reporting period:
The following table summarises information about options held by the employees as at 30 June 2004,

27.

Number of Options | Graat Date Vesiing Date Expiry Date Weighted average

exercise price
9,300,000 34 June 2003 30 June 2003 30 June 2007 0.15
1,606,000 31 July 2603 31 July 2003 30 June 2007 0.15
2,280,000 29 August 2003 29 August 2043 30 June 2007 0.15
125,000 24 February 2004 | 20 February 2004 | 31 December 2006 0.49

21 EARNINGS PER SECURITY 2004 2003

{a) Basic and diluted loss per share {(cents) (2.2) (1.43

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

Net Ioss 1,274,510} (706,772)
Weighted average number of ordinary shares on issue
used in the calculation of basic earnings per share 37,577,643 49,333,889

Details of conversions to, calls of, or subscriptions for ordinary shares or issues of potential ordinary
shares since the reporting date and before the completion of this financial report are included in note 13.

Basic EPS for the previous year has been restated in accordance with the requirements of AASB 1027
“Earnings per Share” to apply an adjustment factor to the prior year EPS to reflect the tmpact of shares
issued af a discount to market price in the current year.

CONSOLIDATED EZENET LIMITED
2004 2083 2004 26003
$ $ $ $
22, AUDITOR’S REMUNERATION
Amounts received or due and receivable
By the auditors of Ezenet Limited for:
- an audit or review of the financial report 27,250 38,000 27,250 38,000
- other services - - - -
27,250 38,606 27,250 38,060
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23, DIRECTOR AND EXECUTIVE DISCLOSURES
{(a) Details of Specified Directors and Specified Executives:

(iy Specified Directers

W G Martinick Chairman {executive)

L. € Chapman Director {executive)

G RO Dea Director {non-executive)
N T O’'Loughlin Director {executive)

(ii} Specified Executives
R A Burt Chief Executive Officer

There were no other specified executives during the year.

(b) Remauneration of specified Directors and Specified Executives
{1) Remuneration Policy

The Board of Directors of Ezenet Limited is responsible for determining and reviewing compensation
arrangermnents for the directors, the chief executive officer and the executive team. The Board periodically
assesses the appropriateness of the nature and amount of emoluments of such officers on a periodic basis
by reference to relevant employment market conditions with overall objective of ensuring maximum
stakeholder benefit from the retention of a high quality board and executive team. Such officers are given
the opportunity to receive their base emolument in a variety of forms inchading cash and other non-cash
beneflits. It is intended that the mamer of payment chosen will be optimal for the recipient without
creating undue cost for the company.

To assist in achieving these objectives, the Board links the nature and amount of executive directors’ and
officers’ emoluments to the company’s financial and operational performance.

It is the Boards’ policy that employment agreements shall only be entered into with the Chiel Executive
Officer and one other Executive Director who is emploved in buasiness development. The current
employnment agreements with both officers have a three month notice period
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23. DIRECTOR AND EXECUTIVE DISCLOSURES (cont)

(it} Remuneration of Specified Directors and Specified Executives

25.

Primary Post Equity Other Toital
Employment
Salary & | (rher Superannuation | Options
Fees
Specified Directors
W (G Martinick
2004 156,860 - - 156,800
2003 - - 86,800 86,860
L H Chapman
2004 137,060 12,330 44,900 194,230
2003 137,060 12,330 - 149,330
G RO Dea
2004 - - - -
2003 6,113 - 74,400 80,513
N T O’Loughlin
2004 27,060 - - 27,000
2003 - - 74,400 74,400
Total Remuneration:
Specified Directors
2004 320,860 12,330 44,900 378,030
2003 143,113 12,330 235,600 391,043
Specified Executives
R A Burt
2004 36,645 3,298 - 39,943
2003 - - - -
Total Remuneration:
Specified Executives
2004 36,645 3,298 - 39,943
2003 - - - -

{¢} Remuneration Options: Granted and vested during the year

During the financial year options were granted as remuneration benefits to certain specified directors and
specified executives as disclosed below.

1. H Chapman was granted 1,000,000 options on 31 July 2603 as part of his remuneration package. This
transaction was approved by shareholders 30 May 2003, Each option has been valued at 4.49 cents.
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23. DIRECTOR AND EXECUTIVE DISCLOSURES (cont)

{d) Shares issned on exercise of remuneration options

During the vear no shares were issued on exercise of remuneration options.

(e} Option holdings of specified directors and specified execntives

Balance at | Granted Options Net Balance at
heginning as Exercised Change end of
of period remunera Other perfod Vested at 36 June 2004
tion
34 June h[
1 July 2003 2004 Tokal Exercisable | Exercisable
Specified Directors
W G Martinick ** 7575912 - | NLODGY | 1585121 8,001,033 8,101,033 - 8,161,033
1. H Chapman - | 1000, - 1,000,030 1,000,033 - FLO00.000
G R O Tea 3000, K} - - 3,301 3,003 30 3,003 3k} - 3,003,300
N T (' Loughlin 4,159,088 - | (F159.08%8) 204,668 3,204,668 3,204,668 - 3,204.668
Specified Executives
R A Burt - - - - - - - -
Total 14,735,000 | 000,000 | 2,159.088) | 1,793,089 15,369,001 15,369,001 - 15,369,001
#Oplions are held by W G Martinick and Martinick Investments Ply Ltd ATYF The Martinick Superannuation Fund.
{{) Sharcholdings of Specified Directors and Specified Executives
Balance Granted as On Exercise of Net Change Balance
1 jaly 13 Remuneration Options (her 38 June 04
Specified Directors
W G Martinick ** 7025000 - 100,000 2,799,757 (0,824,757
1. H Chapman 2071419 - - (ET7.410) 19053600
G R O'Dea 66,000 - - 6,000 72,600
N T O'Loughlin 1981168 - 1159088 409,335 3,549,594
Specified Executives
R A Burt - - - . -
Total f1,149.587 - 2,159,088 3.0138,273 £6,346,048

#*Shares are held by W G Martinick and Martinick Investments Pty Lid ATF The Martinick Superannuation Fund.
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23. DIRECTOR AND EXECUTIVE DISCLOSURES (cont)

() Loans to/from specified directors and specified executives

On 23 February 2004, the company repaid borrowings of $100,000G to N O’Loughlin plus $7,342 interest.
Ingerest was paid al the rate of 10% per annum.

{h) Other transactions and balances with specified directors and specified executives

Services

Bookkeeping services of $3,999 were provided by MBS Environmental Pty Lid, a company associated with
WG Martinick on normal commercial terms and conditions.

Professional services of $156,800 were provided by Martinick Investments Pty Ltd, a company associated
with W G Martinick on normal commercial terns and conditions.

Professional services of $27,000 were provided by Indi Holdings Pty Lid, a company associated with N T
' Loughiin on normal commercial terms and conditions.

Legal and company secretarial services of $186,707 were provided by Simon Watson on normal
commercial terms and conditions.
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24,

{a)

The consolidated entity’s accounting policies, including the terms and conditions of each class of financial
asset, Tinancial liability and equity instrument, both recognised and unrecognised at the balance date, are as

FINANCIAL INSTRUMENTS

follows:

(1)

(if)

(iti)

FINANCIAL
INSTRUMENTS

NOTES

Terms, conditions and accounting policies

ACCOUNTING POLICIES

TERMS AND CONDITIONS

FINANCIAL ASSETS
Cash at bank

Trade debiors 5

Other debtorg 6

FINANCIAL LIABILITIES

Trade creditors, 9
accruals and other

credifors

EQUITY

Ordinary shares 13

Cash on hand and cash in bank are

slated al the nominal value.

Trade debtors are recognised and
carried at original invoice amount

less provision for any

uncolleciible debs. An estimale
for doubtful debis s made when
ithe collection of the full amount is
no fonger probable. Bad debis are

wrillen oft as incurred.

Other debtors are recognised and
carried at the amount receivable.

Liabililies are recognised for

amounts o be paid in the lwure
for goods and services received,

whether or nol billed o the
consolidated entity.

Ondinary share capital is
recognised at the fair value of
consideration received by the
company.

Short term deposits are held in a
call deposil account with an
elfective interest rate of 4.90%.

Credit sales are normally on 30
o 6¢ day lerms.

(iher debiors are non-interest
bearing and are normally
received berween 38 and 90
days.

Trade liabilities are normally
settled on 30 1o 60 day terms.

Details of shares issued during
the year and shares outstanding
at balance dale are sel oul in
nole 13,
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24,  FINANCIAL INSTRUMENTS {Cont’d)

(b} Interest rate risk exposure

The company’s exposure fo interest rate risks and the effective interest rates of financial assets and financial liabilities, both recognised and snrecognised at
balance date, are as follows:

Fixed tnterest rate maturing

FINANCIAL FLOATING i YEAR OVERI1ITOS NON-INTEREST INTEREST

INSTRUMENT INTEREST RATE OR LESS YEARS BEARING TOTAL RATE
2004 2003 20804 2003 2004 2003 2004 20033 20804 2003 2004 2003

3 b b b b $ b % b 3 G .
(1} FINANCIAL
ASSETS

Cash 1,489,690 318,808 - - - - 200 200 1,489,850 318,008 490 440

Receivables — trade - - - - - - 105,543 102,516 135,543 2,516 - -

Other debtors - - - - - - 15,082 503,856 15982 50,856 - -

Tolal Financial

Assets 1,489,690 318,808 - - - - 121,725 153,572 1,611 415 472,380

(i) FINANCIAL

LIABILITIES

Trade credifors, - -

accruals and other

credilors - - - - - - 162,370 420,063 192,370 420,063

Loans — hire

purchase - - - - 25618 34645 - - 25,618 34,645 960 960

Loans — other - - 118,034 106,000 - - - - 118,034 100000 1887 0.0

Tolal Financial

Liahilities - - 118,034 106,000 25618 34,645 192,370 420,063 336,022 554,708
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24,  FINANCIAL INSTRUMENTS (Cent’d)
(¢} Net faiv values of financial assets and liabilities

The aggregate net fair values of financial assets and financial liabilities, both recognised and unrecognised,
at balance date, are as follows:

CARRYING AMOUNT AGGREGATE NET FAIR
VALUE
2004 2003 2004 2003
5 3 3 8

FINANCIAL ASSET
Cash {489,890 319,608 1,489,800 319,008
Debrorg 105,543 132,516 1035,543 142,516
Other debtonrs 15,082 50,856 15,982 50,856
Total fmancial assets {611,415 472,380 1,611,415 472,380
FINANCIAL LIABILITIES
Trade crediors and accruals and other
creditors 162,370 420,663 192,370 420,063
Loans — hire purchase 25,618 34,645 25,618 34,645
Loans — other 118,034 100,604 118,034 140,000
Total fmancial liabilities 336,022 554,708 336022 554,708

The following methods and assumptions are used to deterraine the net fair values of financial assets and
Habilities

Cash and cash equivalent: The carrying amount approximates fair value because of their short-term to
magurity.

Receivables and payables: The carrying amount approximates fair value.

(d}  Credit Risk Exposures

The consolidated entity’s maximam exposure to credit risk at balance date in relation to each class of
recognised financial assets is the carrying amount of those assets as indicated in the Statement of Financial
Position.
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25, IMPACT OF ADOPTING AASBE EQUIVALENTS TO IASB STANDARDS

Fzenet Limited has cormmenced transitioning its accounting policies and financial reporting from current
Australian Standards to Australian equivalents of International Financial Reporting Standards (IFRS}). As
Fzenet has a 3G June year end, priority has been given to considering the preparation of opening balance
sheet in accordance with AASB equivalenis to IFRS as at 1 July 2004, This will form the basis of
accounting for Australian equivalents of IFRS in the future, and is required when Ezenet prepare its first
fully IFRS compliant financial report for the year ended 30 June 20606. Set out below are the key areas
where accounting policies will change and may have an impact on the financial report of Ezenet. At this
stage the company has not been able to reliably quantify the impacts on the financial report.

Impairment of Assets

Under the Australian equivalent to 1AS 36 Impairment of Assets the recoverable amount of an asset 1s
deternined as the higher of net selling price and value in use. This will resuit in a change in the growp’s
current accounting policy which determines the recoverable amount of an asset on the basis of
undiscounted cash flows. Under the new policy it is likely that impairment of assets will be recognised
sooner and that the amount of write-downs will be greater. Reliable estimation of the future financial
effects of this change in accounting policy is impractical because the conditions under which impairment
wiil be assessed are not yet known.

Shere based payments

Under AASB 2 Share based Payments, the company will be required to determine the fair value of options
tssued to employees as remuneration and recognise an expense in the Statement of Financtal Performance.
This standard is not limited to options and also extends to other forms of equity based remuneration. It
applies to all share-based payments issued after 7 November 2002 which have not vested as at [ Janusary
2005.  Reliable estimation of the future financial effects of this change in accounting policy is
mmpracticable as the details of future equity based remuneration plans are unknown.

Income taxes

Under the Australian eguivalent to 1AS 12 Income Taxes, the company will be required 1o use a balance
sheet liability method which focuses on the tax effect of transactions and other events that affect amounts
recognised in either the Staternent of Financial Position or a tax-based balance sheet. 1t is not expected that
there will be any material impact as a result of adoption of this standard.
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The Board of Directors of Ezenet Linited is responsible for the corporate governance of the consolidated
entity. Its purpose is to guide and monitor the business and affairs of Ezenet Eimited on behalf of the
shareholders by whom the board was elected and to whor it {s accountable.

The format of the Corporate Governance Statement has changed in comparison to the previcus year due to
the introduction of the Australian Stock Exchange Corporate Governance Council’s {the Council’s}
“Principles of Good Corporate Governance and Best Practice Recommendations” {the Recommendations).
In accordance with the Council’s recornmendations, the Corporate Governance Statement must now
contain specific information, and must disclose the extent to which the company has foliowed the
guidelines during the period. Where a reconunendation has not been followed, that fact must be disclosed,
together with the reasons for the departure. Ezenet Limited’s Corporate Governance Statement is now
structured with reference to the Corporate Governance Council’s principles and recommendations, which
are as follows:

Principle 1. Lay solid foundations for management and oversight
Principle 2. Structure the board to add value

Principle 3. Promote ethical and responsible decision making
Principle 4. Safeguard integrity in financial reporting

Principle 5. Make timely and balanced disclosure

Principle 6. Respect the rights of shareholders

Principle 7. Recognise and manage risk

Principle 8. Encourage enhanced performance

Principle 9. Remunerate fairly and responsibly

Principle 10. Recognise the legitimate interests of stakeholders.

Fzenet Limited’s corporate governance practices were in place throughout the year ended 30 June 2004
and were fully compliant with the Council’s best practice recommendations.

Structure of the Board
The skills, experience and expertise relevant 1o the position of director held by each director in office at the
date of the annual report is included in the Directors’ Report on page 1.
Ag the board acts on behalf of and is accountable to shareholders, the board seeks to identify the
expectations of the shareholders, as well as other regulatory and ethical expectations and obligations. In
addition, the board is responsible for identifying areas of significant business risk and ensuring
arrangements are in place fo manage those risks.
The responsibility for the operation and administration of the company is delegated by the board to
appropriate company staff and consultants.
The board is responsible for ensuring that management objectives and activities are in accordance with the
pelicies and expectations set by them. The board has a number of mechanisms in place to ensure this is
achieved including:

¢ board approval of the strategic and operational business plans;

¢ board monitoring of key performance indicators;

e identification of risks and strategies put in place to mitigate key risks; and

e there are procedures in place, agreed by the board, to enable directors, in furtherance of their duties,
to seek independent professional advice at the company’s expense.
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Independence

Corporate Governance Council Recommendation 2.1 requires a majority of the board o be independent
directors. In addition, Recommendation 2.2 requires the chatrperson of the company te be independent.
The Corporate Governance Council defines independence as being free from any business or other
refationship that could materially interfere with, or could reasonably be perceived to materially interfere
with, the exercise of unfettered and independent judgement. In accordance with this definition, the
following directors are not considered Lo be independent.

W (G Martinick Chairman, Executive Birector
L H Chapman Executive Director

N T O’'Loughlin Executive Director

Of the four board members in total, the three divectors listed above are not considered to be independent
when applying the Council’s definition of independence. Therefore the majority of the board are not
mndependent. Ezenet Limited considers industry experience and specific expertise to be important
attributes of its board members.

The chairman, W G Mariinick, {s not considered to be independent using the Councii’s definition of
independence by virtue of the fact that he is a substantial shareholder of Ezenet Limited. However, he has
been appointed to this position as he has the relevant skills, experience and expertise.

The term in office held by each director in office at the date of this report is as follows:

Name Tern: in office
W G Martinick 1.5 years
L H Chapman 4 years
GRODea 2.25 years
N T O’'Loughlin 1.5 years

Nomination Committee
Due 1o the size of the board, the board has not established a nomination commitiee.

Remuneration Commitiee

The board has not established a remuneration committee in view of the size of the company and all
executives have service agreements. The board is responsible for determining and reviewing compensation
arrangements for the directors thenmselves and the chief executive officer.

Audit Committee

Given the size of the company’s operations, no formal audi committee is warranted. However, formal
meetings are held between all the directors and the external auditor fo discuss the findings of the haif-year
review and the year-end audit. The chief executive officer regularly attends board meetings to present the
company’s financial reports and advises the board on strategic and operational areas and any material risks
or issues.

Perfermance Evaluation

The performance of the board and key executives is reviewed regularly against both measurable and
qualitative indicators. The performance criferia against which directors and executives are assessed is
aligned with the financial and non-financial objectives of Ezenet Limited.
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The board of directors aims to ensure that shareholders are informed of all information necessary to assess
the performance of the directors. Information is commanicated to shareholders through:

the annual report which is distributed to all shareholdersg;
the half-yearly report circulated to the Australian Stock Exchange Limited and the
Australian Securities and Investments Commission;

. the quarterly reports and periodical ammouncenments to the Australian Stock Exchange
Limited;
. the annual general meeting and other meetings called to obtain approval of board action as

appropriate; and

. other meetings cailed to generally communicate key performance areas of the business.
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Additional information required by the Australian Stock Exchange Ltd and not disclosed elsewhere
report is as follows. The information is current as af 31 August 2004,

{a) Statement of shareholdings

in this

Ordinary Shares

Range Names of 20 largest sharcholders Fully paid
No of No. of shares % held No. of
holders held shares in
SSCTOwW
100,601 | W G Martinick i 7,730,545 1243
ormore | JW Hope i 3,151,200 547
Mariinick Iavestments Ply Lid alf  The i 3,083,212 4.96
Mariinick Superannuation Fund
Marketlane Ply Lid I 1,900,000 3.06
NT ('Loughlin i 1,840,259 306
Wakeford Holdings Py Ltd i 1,479,193 738
N T {¥Loughlin 1 1,274,967 305
M A Kelly I 1,131,480 1.82
Kings Park Nominees Ply Lid i 1,110,059 178
Tovela Py Lid I 1,107,525 1.78
Baybeck Ply Ltd 1 1,100,600 177
R A Van Rooyen I 1,100,000 177
S MO Watson I 1,100,000 177
Reeb Investments Piy Lid i 1,060,000 161
G Hackshaw Allwest Turfing Account i 879,000 1.41
Blackwood Business Services Pty Lud 1 756,828 1.22
Inkjar Ply Led I 756,000 1.22
Challenger ML Nominees Pty Limiled i 760,000 113
B M Bosch I 654,824 1.05
Solomon Fiduciary Nominees Pty Lid No2 i 500,000 0.80
Account
20 32355122 52.04
Various 79 16,061,782 25.82
99 48,416,904 77.86 N1l
13,000 -| Various 345 11,342,693 18.24
100,000
5,801 — | Various 155 1,289,828 247 N1l
13,060
£O01 — | Various 351 1,050,286 1.69 N1l
5000
i — | Various 119 89,110 0.14 N1l
100G
Total 1,069 62,188,821 106.08 N1l
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{(b) Statement of option holders

Names No of holders No of options held % held
W G Martinick 1 8,061,033 23.62
Varfous 26,061,543 76.38
Tolal 34,122,576 106.00

The terms of the issued options are
{c} Voting Rights
All ordinary shares carry one vote per share without restriction.
(d) Market buy-back
There is no current on-market buy-back of shares.
Substantial Sharcholders, as at 30 June 2004, who have notified the company in accordance with section
67118 of the Corporations Act 2001
Beneficial Owner No of Shares
W G Martinick and Martinick Investments Pty Lid ATF The Martinick 10,824,757

Superannuation Fund
N T O’Loughlin 3,549,591



