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Review of Operations

Overview

The 05-06 year saw a large increase in the number of ‘units under management', up 43% from a little over 45,000 at the
end of 04-05 to nearly 80,000 at 30 June 20086.

The appointment of and investment in two execulive managers to fill the roles of General Manager Sales and Generat
Manager Clhent Services resuliad in new sales and improved client retention, the two key barometers of success for the
COMmpary.

The company has an excellent sates pipeline with many opportunities which shiould translate into contracts in 08-07.

Of major significance was the contract {secured in conjunction with NEC} fo manage the Australian Department of
Defence’s fleet of mobile telephiones.

FieetManager” product development

FleetManager® is the company's unigue asset and expenditure managemenit solution, incorporating the functionality of the
existing MobileFleet” system and infegrating them with a more powsrful and flexible database structure to include new
asset types such as credit cards, fuel cards, Cabcharge expensss eic.

At the date of this report the company is deploying FleetManager”™ into clients to manage fuel cards, Cabcharge cards,
{laptops, and the associated expenditure.

FleetManager® has already been successfully deployed with Defence and NSW Police.

The market for FlestManager®

The value proposition of Flee{Manager@ lies in the ‘One System, One Password, For Life’™ approach that enables an
organisation to seamiessly manage all of their portable assets and expenditure {with integration to their finance system} in
one system, dramatically reducing administrative and processing costs and providing corporate governance visibility on
the way in which these ilems are used.

Feedback from sales to new and prospective customers, as well as the feedback from our existing claents gives the
company confidence that corporate and government organisations in Austratia will embrace FleetManager®.. Importaritly
the company can now market #s’ solutions on multiple fronts {Cabcharge, mobiles, fuel cards, etc) which should transiate
into greater numbers of sales, generating increasing recurrerit revenue and earninigs over time.

Financial resulits

Revenue for the year increased to §1,930,823, up from $1,652,174 the previous reporting period, an increase of 16.9%.
Importantly the sales growth is more notable in the second hialf of the financial year with revenue of $1,093,722 compared
with 837,101 for the first half.

The company’s published resuits for the half-year ended 31 December 2005 stated a net loss of $275,509, with a full year
net loss after tax of 3285678, including a research and

Annaa Revenue and Units Under Management . development income tax benefit of $120,959. The second half of
2002 - 2006 . the financial pericd generated $9,831 net profit after tax.
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and monthly profits fo be sustainable and growing, followed shortly
after by operating cash inflows.

Iri February 2006 the company raised $500,000 through a private
placement fo sophisticated investors, followed shortly after by a
fully underwrilten renounceable rights issue to raise an additional
$1,023,049, with associated costs of $140,610. At the end of June
2006 the company had $1,545,023 in cash and cash equivalenis
and no other debt other than frade payables.
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Stratatel Limited

DIRECTORS’ REPORT

Your directors submit the annual finanicial report of the company for the financial year ended 30 June 2006.

Directors

The names, details and gualifications of directors who held office during or since the end of the year and until the date of
this report are as follows. Directors were in office for this entire period uniess otherwise stated.

lan Alexander Macliver B.Comm., CA, F Fin {Non-Executive Chiairman}
Mr Macliver also chairs the company’s Audit Commiitee and Remuneration Commitiee.

Mr Macliver joined the company in July 2000. Mr Macliver also holds the position of Managing Director of Grange
Consulting Pty Ltd, a firm that provides specialist corporate advisory services fo both listed and unlisted companies.

During the last three years, Mr Macliver has also served as a director of the following listed companies:

Dec 1994 current Port Bouvard Limited

Feb 2000 current BioProspect Limited

Feb 2001 currerit Mourt Gibson Ironi Ore Limited
Jarni 2004 current Oitoman Energy Limited

Qct 2003 Dec 2003 Commicdite! Limitad

Michael James Fairclough MAICD {Managing Director}

Mr Fairclough founided the compary in 1957 and has been actively involved in the communications and technology
industry throughout Ausirafia for over 10 years. NMr Fairclough is responsible for the co-ordination of all sales and
marketinig activities and the overall management of the company.

James Donald Cullen B.Comm., CA, ¥ Fin, FAICD {Non-Executive Director)

Mr Cullen joined Stratate! in 2000 and sits on the Audit and Remuneration Committees. He has been Managing Director
of ASX fisted PCH Group Lid since 19594, Previously he was involved in the motion picture industry in Los Angeles,
California for five years in management, financial executive and company director capacities and prior to that worked for
Price Waterhouse {riow PricewaterhouseCoopers} in Australia, New Zealand and the USA.

Geoffrey Ernest Lambert M.Econ., SAFin, FAICD {Non-Executive Director)

Mr Lambert is a member of the remuneration commiliee ard has had 29 years experience as a director of public
companies,

During the last three years, Mr Lambert has also served as a director of the following listed companies:

Mar 2003 current Reward Minerals Lid

Jurni 1989 current ICS Global Ltd

Nov 1899 current Wedgetall Exploration NL

May 2004 Aug 20086 Plantcorp Lid

Mar 2004 Oct 2085 Prairie Downs Metals Lid

Apr 2000 Cct 2004 Encos Lid

Jut 2003 Sept 2004 Riversdale Mining Lid

May 1959 Jun 2004 Assst Backed Securitisation Lid

Company Secretary

Paul Kenneth Brown BSc, MAICD

Mr Brown was appointed to the position of company secretary shortly after joining the company in the capacity of chief
financial officer in July 2003. Prior to this position Mr Brown held the role of interim chief financial officer for Jetset
Travelworld Lid after having been a finance manager and management accountant for a number of companies in the UK,
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DIRECTORS’ REPCRT (continued)

Interests in the shares and options of the company

As at the date of this report, the interests of the directors in the shares and options of Stratatel were:

Ordiniary Shares Options over

Ordinary Shares
| Macliver 751,442 -
M Eairclough B,597 464 -
J Cullen 852,000 -
G Lambert 525,943 -

Principal Activities

The principal activities of the company during the vear were the development and marketing of asset management and
cost reduction systems fo corporate and government clients.  Current activities include the development of similar
products and solutions to manage credit cards, cab charge cards and fuet cards.

No significant change in the nature of these activities cccurred during the year.
Review of operations and resuits

information regarding Stratatel's operations and results can be found within the Summary of Operations.  This information
is {0 be read in conjunction with the Directors’ Report.

Risk management

The Board is commitied fo the identification and guantification of risk. Directors receive regular reports on areas where
significant business risk or exposure coricentrations may exist and on the management of those risks. The Board
commitiee structures form an important part of the risk mariagement process.

Significant changes in the state of affairs

There have beer no significant changes in the state of affairs of the company fo the date of this report.

Significant events after balance date

As announced fo the ASX on 19 September 2006 the compary secured a contract for Expense Reduction Analysis {ERA)
to market the F%eetManager® asset and expense management system. ERA has around 50 consulianis throughout
Australia and will significanfly improve the company's distribution network.

L ikely developments and expected results

Disclosure of information regarding likely developmerits in the operations of the enfity in future financial years and the
expected resulls of those operations is fikely to result in unreasonable prejudice to the entity. Accordingly, this information
has riot been disclosed in this report.

Environmental legislation

The company is not subject to any significant environmental legislation.

indemnification and insurance of Directors and Officers

The company hias agreed t0 indemnify all the directors and officers for any breach of laws and regulations arising from
their role as directors and officers. The contract of insurance prohibits disclosure of the nature of the liability and the
amount of the premium.

Stratate! has not indemnified or agreed fo indemnify an auditor of the company or any related body corporate against
{iability incurred as an auditor.
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DIRECTORS’ REPCRT (continued)

Remuneration report

This report oullines the remuneration arranigements in place for directors and execulives of Siratale! Limited {the
"company”).

Remuneration philosophy

The performance of the company depends upon the guality of the directors and executives. The philosophy of the
company in determining remuneration levels is o

- set competitive remuneration packages fo aitract and retain high calibre employees;
- link executive rewards to shareholder value creation; and
- gstablish appropriate, demanding performance hurdies for variable executive remuneration.

Remuneration commitiee

The Remuneration Committee of the Board of Directors of the company is responsibie for determining and reviewing
compensation arrarigements for the directors, the CEO and the executive management team.

The Remuneration Committee assesses the appropriateness of the nature and amount of remuneration of directors and
executives on & periodic basis by reference to relevant employment market conditions with an overall objective of
enisuring maximum stakehotder benefit from the retention of a high quality Board and executive team.

Remuneration structure

in accordarice with best practice Corporate (Governance, the structure of non-executive director and execulive
remuneration is separate and distinct.

Non-executive director remuneration

The Board seeks to set aggregate remuneration at a level that provides the company with the ability to altract and retain
directors of the highest calibre, whilst incurring a cost that is acceptable to shareholders.

The ASX Listing Rules specify that the aggregate remuneration of non-execulive directors shalt be determined from time
to ime by a general meeting. The latest determination was at the Annual General Meeting held on 23 August 2000 when
shareholders approved an aggregate remuneration of $150,000 per year.

The amount of aggregate remuneration sought to be approved by shareholders and the manner in which it is apportioned
amongst directors is reviewed annually. The Board considers advice from external shareholders as well as the fees paid
to non-executive directors of comparable companies when undertaking the annual review process.

Each director receives a fee for being a director of the company. An additional fee may alsc be paid for each Board
commitiee ori which a director sits. The payment of additional fees for serving on a commiltee recognises the additional
time commitment required by directors who serve on one or more commitiees. Currently the board do not receive
additional fees for the additional commitiee seats on which they serve.

The remuneration of non-executive directors for the reporting period is detailed in Table 1 of this report.

Senior manager and executive director remuneration

Remuneration consists of fixed remuneration and variable remuneration {comprising shori-term and long-term incentive
schemes).

Fixed Remuneration

Fixed remuneration is reviewed annually by the Remuneration Committee. The process consists of a review of relevant
comparative remuneration in the market and internally and, where appropriate, externat advice on policies and practices.
The Commiitiee hias access to external, independent advice whiere riecessary.

Senior managers are given the opporlunity fo receive their fixed {primary} remuneration in a variety of forms including
cash and fringe benefits such as motor vehicles and expense payment plans. Hf is intended that the manner of payment
chiosen will be optimat for the recipient without creatirig undue cost for the company.

The fixed remuneration component of the most highly remunerated company executives is detailed in Table 2 of this
report.
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DIRECTORS’ REPCRT (continued)

Remuneration report (continued)
Variable Remuneration
Shiort Term Incentive (ST

The objective of the short term incentive program is fo link the achievement of the company's operational targets with the
remuneration received by the executives charged with meeting those targeis. The total potentiat STI avallable is set at a
levet so as to provide sufficient incentive to the senior manager to achieve the operational targets and such that the cost
o the company is reasonabie in the circumstances.

Actual payments granted fo each senior manager depend on the extent to which specific operating targets set at the
beginning of the financial year are met. The operational targets consist of a number of Key Performance Indicators {KPis}
covering both finanicial and non-financial measures, such as contribution to net profit after tax, customer service, reveriue
growth and leadership/ feam coniributioni. Ordy when predetermined tfargets are met wilt any ST1 payment be made.

The aggregate of annual payments available for executfives across the compary is subject to the approval of the
Remuneration Committee. Payments made are delivered as a cash bonus in the following reporting period.

The company alsc makes long term nicentive payments to reward senior executives in @ manner that aligns this element
of remuneration with the creation of shareholder wealth.

Long Term Incentive {L.T1)

The LTI plan was designed fo reward executives in a manner that rewards the creation of sharsholder wealth over the
longer term. As such LTIs are made ornly fo executives who are able to influence the generation of sharehiolder wealth
through company performance against the relevant fong term performance hurdle.

LTI grants to execulives are delivered in the form of options.

The company uses improvement in averall company performance as an indicator of prospective sharsholder wealth over
the tonger term, reflected in eamings per share performance.

The directors are of the opinion that these resulls can be, in part, attributed o the previously described remuneration
policy and is satisfied that this continued improvement should resulf in increased wealth fo sharehiolders over the short to
miedium term.

Employment Conlracis

The Chief Executive Officer, Mr Michael Fairclough, is employed under confract. The current contract commenced on
July 1 2005 and terminates on June 30 2008, at which point the comparny may wish o enter info a new employment
contract with Mr Fairclough.

The comparny may ferminate this employment agreement at any time and without prior notice if sericus misconduct has
occurred.  In this event ornly the fixed proportion of the remuneration is payable and only up until the date of the
termination.

Directors” Options

There were no options ori issue or issued to directors throughout the reporting period ended 30 June 20086,
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DIRECTORS’ REPORT {continued)

Remuneration of directors and named exectitives

Table 1: Birectors’ remuneration for the year ended 30 June 2006

Primary benefits Post employment Equity Total
Salary & Superan Prescribed Performance
Fees Bonuses Allowances nuation benefits Options related
$ $ $ $ $ $ $ Yo
t Macliver 2005 43,750 - - 3.938 - - 47,688 -
Chairman {non execulive} 2008 45,000 - - 4,050 - - 45,050 -
M Fairciough 2005 121,118 - 139,655 14,697 - - 275,467 -
Managing Director! CEQ 2006 275,223 - - 24770 - - 295,993 -
J Cullen 2005 34 500 - - 3,105 - - 37,605 -
Director (non executive) 2008 36,000 - - 3,240 - - 39,240 -
G Lambert 2005 34,500 - - 3,105 - - 37,605 -
Director (non executive) 2006 36,000 - - 3.240 - - 39,240 -
Table 2: Remuneration of the named executives who received the highest remuneration for the year ended 30 June 2006
Primary benefits Post employment Equity Total
Salary & Bonuses/ Superan Prescribed Performance
Fees Commission AHowances nuation benefits Options related
$ $ $ $ $ $ $ Yo
P Brown 2005 111,457 - - 10,031 - - 121,488 -
Chief Financial Officer/Secretary 2008 127,020 - - 11,432 - - 138,452 -
M Parry (app. 18 July 2005} 2005 - - - - - - - -
General Manager — Operations 2008 124,822 - - 11,234 - - 136,058 -
J Worstold fapp. 11 July 2005) 2005 - - “ - - “ - “
General Manager — Sales 2006 127,508 1,768 - 11,635 - - 140,909 1
V Patel (app. 8 Apr 05, res 30 Jun 06} 2005 22,655 - - 2,039 - - 24 694 -
Chief Information Officer 2006 91,743 - - 8.257 - - 100,500 -
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DIRECTORS’ REPCRT (continued)

Directors’ Meetings

The number of meetings of directors {including meetings of commitiees of directors} held during the year anid the number
of meetings atterided by each director were as follows:

Meetings of Commiitees

Directors’

Meetings Audit Remuneration
Number of meetings held: 7 2 4
Number of meetings attended:
| Macliver 7 2 1
M Eairclough 7 fifa rifa
d Cullen 8 2 1
G Lambert 7 Fifa 1

Options

There were ric options over unissued shares issused during the reporting period. No options over unissued shares or
interests in the Company were granted during or since the end of the finanicial year.

No shares have been issued by virtue of the exercise of an option during the year or to the date of this report and there
are 1,150,000 unissued ordinary shares for which unlisted options are ouistanding at the date of this report. Full details of
the options are set oul in Note 12,

Dividends Paid or Recommended

No dividends have been paid or declared sirice the start of the financial year.

Proceedings on Behalf of the Company
No person has applied for leave of Court to bring proceedings on behalf of the company or intervene in any proceedings to

which the Company is a parly for the purpose of taking responisibility on behalf of the company for all or any part of those
proceedings.

The company was not a party fo any such proceedings during the year.

Auditor Independence and Non-Audit Services

Section 307C of the Corporations Act 2001 requires our auditors, HLB Mann Judd, fo provide the directors of the company
with an Independence Declaration in retation to the audit of the annual report. This independence Declaration is set out on
page 15 of the Directors’ Report and forms part of this Directors’ Report for the year ended 30 June 2008.

Non-Audit Services

There were no non-audit retated activities carried out by our auditors dusing the year ended 30 June 2006.

Signed in accordance with a resolution of the directors.

EA Macliver

Chairman

Dated at PERTH this 18" day of September 2006
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CORFORATE GOVERNANCE STATEMENT

The Board of Directors of Stratate! Limited is responsible for the corporate governance of the company. The Board guides
anid monitors the business and affairs of Siratatel Limited on behalf of the shargholders by whom they are elected and to
whiom they are accouritable.

Stratatel Limited's Corporate Governance Statement is structured with reference to the ASX Corporate Governance
Counci’s principles and recommendations, which are as follows:

Principle 1. Lay sofid 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. Recogrise and manage risk

Principle 8. Encourage enhanced performarnice

Principle 9. Remunerate fairly and responsibly

Principle 18, Recogrise the legitimate interests of stakeholders

Stratatel Limited's corporate goverriance practices were in place throughout the yvear ended 30 June 2806 and were fuily
compliant with the Council's best practice recommendations except where noted.

Lay solid foundations for management and oversight

The Board of Directors are accountable fo the shareholders for the proper management of the business and affairs of
Stratatel. The Board and executive management use their diverse skills and knowledge to work towards consistently
operating in the best interests of the company.

The Board has confirmed its rotes and responsibilities in a written charter.

The role of the Board is to oversee the strategic direction and management of the company and to oversee the financial
position: on behalf of its shareholders. The Board underiakes o serve and protect the interests of sharehioiders, as well as
employees, customers and all other interested stakeholders.

The Board undertakes the following primary furictions and responisibilities:

- oversight of the company;

- approve, monitor and modify the strategic direction of the company;

- ratify the appointment of the Chief Executive Officer, Chief Financial Officer and Compariy Secretary;

- monitor the performance of executive management

- ratifying systems of risk marniagement and internal complianice and conirol, codes of conduct and legal
compliance;

- monitor and approve finaricial results

- approve and monitor the progress of major capital expenditure, capital management, acquisitions and divestures;

- comply with the reporting and other requiremerits of the law.

The Board has delegated the daily financial and operationial management of the company fo the executive management,
whio are responsible to the Board.

Structure of the Board to add value

The skills, experience and expertise relevant to the position of director held by each director in office at the date of the
aninual report is inicluded in the Directors’ Report. Directors of Stratatel Limited are considered to be independent wher
they are independent of management and free from any business or other relaticnship that could materially interfere with —
or could reasonably be perceived to materially interfere with — the exercise of their unfetiered and independent judgment.

in the context of director independence, ‘'materiality’ is considered from both the company and individual director
perspective. The determination of materiality requires consideration of both quantitative and qualitative elements. An item
is presumed fo be quantitatively immateriat if it is equal to or less than 5% of the appropriate base amount. It is presumed
o be material {unless there is qualitative evidence 1o the contrary} if it is equal fo or greater than 10% of the appropriate
base amouni. (Qualitative factors considered include whether a relationship is strategically important, the competitive
landscape, the nature of the relationship and the confractual or other arrangemenis governing it and other factors that
point to the actual ability of the director in question to shape the direction of the group's loyalty.

- 10 -
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CORFORATE GOVERNANCE STATEMENT {continued}

Structure of the Board to add velue (continued)

in accordance with the definition of independence above, and the materiality thresholds sei, the following direciors of
Stratatel Limited are considered to be independent:

Name Position

t Macliver Chairman, Non-Executive
G Lambert Non-Executive Birector

J Cullen Non-Executive Birector

There are procedures in place, agreed by the Board, fo enable directors in the furtherance of their duties to seek
indepernident professionial advice at the company's expense.

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

Name Term in Office
b Macliver 6 years

M Fairclough B years

G Lambert 6 years

J Cullen 6 years
Performance

The performarnice of the Board and key executives is reviewed regularly against both measurable and qualitative
indicators. During the reporting period, the Chairman conducied performance evaluations that involved an assessment of
each Board member's and key execulive’'s performance against specific and measurable qualitative and quantitative
performance criteria. The performance criteria against which directors and executives are assessed are aligned with the
financial and non-financial objectives of Stratatel Limited. Directors whose performance is consistently unsatisfactory may
be asked fo retire.

Remuneration Committee

i is the company’'s obieclive fo provide maximum stekeholder benefit from the retention of a high quality Board and
executive marniagement by remunerating directors and key executives fairly and appropriately with reference to relevant
employment market conditions. To assist in achieving this objective, the Remuneration Committee links the nature and
amount of executive directors and executives emoluments to the company’s financial and operational performance.

The expacted ouicomes of the remurnieration structures are:

« retention and motivation of key executives;

« atiraction of high guality management o the company; and

« performarice incentives that allow executives to share the success of the company.

For a full discussion of the company's remuneration philosophy and framework and the remuneration received by directors

and execufives in the current period please refer to the Remuneration Report, which is contained within the Directors’
Report.

There is no scheme to provide retirement benefits, other than statutory superannuation, to rion-executive directors.

The Board is responsible for determining and reviewing compensation arranigements for the directors themselves and the
Chief £xecutive Officer and executive team. The Board has established a Remurneration Commitiee, comprising 3 rion-
executive directors.

Members of the Remuneration Commiftee throughout the year were:

t Macliver {Chairman)

G Lambert

J Cullen

For detalls on the number of meetings of the Remuneration Commiltee held during the year and the altendees at those
meetings, refer to page 9 of the Directors’ Report.

L1t -
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CORFORATE GOVERNANCE STATEMENT {continued}

Promote ethical and responsible decision making

All directors, officers, executive management and employees are expected to act with integrity and objectivity, striving at
all times to enhance the performance and reputation of the company. They must always act in accordance with the
interests of shareholders, employees, customers and other interested staksholders.

Share Trading

The company's Share Trading Policy regulates dealings by the company’s direclors, officers, executive management,
vendors, consulfanis and employees in shares, options and other securities issued by the company.

Consistent with the legal prohibition relating to insider trading all of the parties listed are prohibited from trading in the
company's shares, options or other securities whilst in the possession of unpublishied price sensitive information which
concerris the company.

Price sensitive information is information that a reasonable person would expect fo have a material effect on the price or
value of the company's securities.

The Share Trading Policy restricts the trading of securities in the company throughout the year withoul express
permission of the Board, except during the 21 days immediately foliowing the release of Stratatel's half-yearly and yearly
resuits, and then only if the individual is not in possession of price sensifive information.

Safeguard integrity in financial reporting

The company has in place policies and procedures to ensure the accuracy and factual presentation of its financial
positiors. The Board also undertakes to monitor and assess the integrity of the financial reports.

Stratatel requires that the Chief Executive Officer and Chief Finarnicial Officer state in writing to the Board that the
company's finaricial reporis present a true and fair view, in all material aspects, of Stratatel's financial condition and
operational resuits and that they are in accordance with relevant accounting standards.

Audit Committee

The Board has established an Audit Committee, which operates under a charter approved by the Board. It is the Board's
responsibility o ensure that an effective internal control framework exists within the entity. This inciudes internal controls
to deal with both the effectiveniess and efficiency of significant business processes, the safeguarding of assets, the
maintenance of proper accounting records, and the refiability of financial information as well as non financial
considerations such as the benchmarking of operational key performance indicators. The Board has delegated
responsibility for sstablishing and maintaining a framework of internal corntrol and sthical standards fo the Audit
Committee.

The Committee also provides the Board with additional assurarnice regarding the retiability of financial information for
inclusion in the financial reports. All members of the Audit Committee are non-executive directors.

The members and qualifications of the Audif Commitiee during the year were:

Name Qualifications
t Macliver B.Comm., CA, F Fin
J Cullen B.Comm., CA, F Fin, FAICD

Whilst the ASX Guidelines recommend that this Commitiee shiould exist with a minimum of three directors, the majority of
whiich are independent, it is felt that the size of the Board renders this uninecessary. The company is confident that its
current Committee members bring valuable knowiledge, skills and experience to Commitiee deliberations.

The Audit Commiliee’'s Charter contains details about the Commiliee’s roles and responsibilities, composition, structure
and membership requirements. It also contains information on the procedures for the selection and appointment of the
external auditor and for the rotation of external audit partners.

The mestings and attendance of the Audit Committee are detailed on page 9 of the Directors’ Report.

Make timely and balanced disclosure

in compliance with the contiriuous disclosure requirements of the Corporations Act 2001 and the ASX Listing Rules, the
company is commitied fo the principles of timely and balanced disclosure through the adoption and adherence of a
Continuous Disclosure Policy.

Stratatel's Chief Executive Officer and Company Secretary, with Board approval, carry the responsibility and accountability
to ensure the principles of continuous disclosure are upheld and maintained. These principles ensure the ASX and media
releases are timely, reviewed, and that they are factual and are presented in a clear anid batanced way.

12 -
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CORFORATE GOVERNANCE STATEMENT {continued}

Respect the rights of shareholders

Stratatel recognises the importance of this pririciple and will at alt times strive fo communicate regularly and clearly with its
shareholders.

The Stratatel website includes a section for investors where all announcements released by the company to the ASX can
be viewed, including general releases, meeting information, financial reports and investor presentations. This is updated
as announcements are released o the ASX so that shareholders have ready access to company information.

nvestors and shareholders can also subscribe fo the company's electronic mailing list fo receive all company
announcemenits as they are uploaded to the Siratatel website. Interested parties are encouraged to visit the Siratatel
website and complete the on-line e-mail subscriptior form.

Shareholders are encouraged fo atiend and parlicipate at general meetings. They are encouraged to vole on resolutions
presentad at the Annual General Meeting including the appointment and aggregate remuneration of directors, the granting
of options and shares to directors and changes to the Stratatel Constitution.

Stratate! will request the attendance at the Annual General Meeting of the external auditors so they are readily available fo
aniswer questions about the conduct of the audit and the preparation and content of the Auditor's Report.

Recognise and manage risk

The Board, together with execulive management, continuously seek o identify, monitor and mitigate risk. The Audit
Committee is responsible for adopting policies on risk oversight and management.

Currently the company has the following risk management controls embedded in the company's management and
reporting system:

- acomprehensive arinual insurarice program;

- sirategic and operational business plans; and

- annual budgeting and monthly reporting systems which enable the monitoring of performance against expected
targets and the evaluation of frends.

The company requires the Chief Executive Officer and the Chief Financial Officer state fo the Board, in writing, that:

- the integrity of financial statements is founded on a sound system of risk management and internal compliance
and control; and

- Siratatel’s risk management and infernal complianice and control system is operating efficiently and effectively in
all material aspects.

Encourage enhanced performance

The Board acknowledges the work of the directors, executive management and employees can always be improved and
that their performance should be examined regularly against both measurable and qualitative indicators.

Whiist the Board has not established a formal Nomination Commiltee due fo the relatively small size of the company, the
role of the Nomination Commiiitee is adequately exercised by the Board ini its entirety. The Board, in this capacity, are
responsible for ensuring the effectiveness of the reviews and aiso that adequate induction procedures are implemented o
aflow new Board appointess and exacutive management to fully participate in Board deliberations and Stratatel
operations, respectively, at the sarliest opportunity.

Directors, execulive management and empioyess have access o continuing education and fraining to enable them to
enhance and improve their knowledge and skills.

The Company Secretary is appointed by and reports to the Board on all corporate governance issues. He is responsible
for the provision of imeframes and information to enable the Board to effectively dischiarge its duties and responsibilities.
All directors of Stratatel have access to the Company Secretary to assist them in carrying out their role.

Remunerate fairly and responsibly

Stratatel's current remuneration practices are set fo enable the company fo alfract and retain highly talented and
motivated directors, executive management, and employees.

The Remuneration Report details and discloses the annual remuneration for key management personnel.
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Stratatel Limited

CORFORATE GOVERNANCE STATEMENT {continued}

Remunerate fairly and responsibly {continued)

The company has established a Remuneration Commiltee to adopt and review remuneration policies which wili:

- enable the company to altract and retain directors {executive and non-executive) and senior management who
will create sustainable value for all stakeholders; and
- fairly and responsibly reward executive management and directors, having regard to the performarice of the
company, the performance of the individual and the market indicators.
Details of the Remuneration Commitiee members and meetings atiended can be found sarlier in this Statement.

Fees paid to non-executive directors are detatled in Table 1 on page 8 of the Directors’ Report. The Board are paid their
fees in cash, including statuiory superannuation contributions. They do not receive any bonus payments rior are they
erfitted to any paymerit upon retirement or resignation.

Recognise the legitimate interest of stakeholders

The Board recognises the importance of this principle and continiues to develop and Implement procedures fo ensure
compliarice with legal and other obligations to shareholders, employees, customers and other legitimate stakeholders.

To assist the compariy in meeting stakeholder expectations a formal Compliance Policy will be established. This will
further detait the comparny's commitment fo #s statutory and ethical obiligations for the benefit of shareholders,
employees, customers and other legitimate stakeholders.

Finance and treasury committee
The rote of the Finarice and Treasury Commitiees is handled by the Board. The Board is responsibie for:

« astablishing anid monitoring the company’s capital management strategy, including dividend payment strategies, for
consideration;

«  assessing the company's funding requirements and assessing specific funding proposals; and

«  monitoring borrowings from financial institutions and compliance with borrowing covenants;

« monitoring the financial risks and exposure from movements in interest rates and exchange rates s undertaken by
the board.

{Due to the size of the company a formal Finance and Treasury Commiitee hias not been sstablished with the Board
uridertaking this rote as part of its duties.

-14 -



Stratatel Limited

Chartered Accountants

Auditor’s Independence Declaration

As lead auditor for the audit of the financial report of Stratate! Limited for the year ended 30 June 2006, | deciare that to
the best of my knowledge and belief, there have been:

a} no contraventions of the auditor independence requirements of the Corporations Act 2001 in retation to the
audit; and
b} no contraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of Stratate! Limited.

Perth, Western Australia N G NEILL
19" September 2006 Partner, HLB Mann Judd

- 15 .



Stratatel Limited

INCOME STATEMENT
FOR THE YEAR ENDED 30 JUNE 2006

Notes 2006 2005
3 3
Revenue 2 1,930,823 1,652,174
Cost of goods sold {104,432} {153,535)
Employee beriefits expense (1,252,479} (696,338)
Other employee related expense {237,025 {157,233)
Communications expense {55,420} {50,676)
Advertising and marketing {10,922) {35,254)
Frofessional fees (349,180} {206,882)
Occupation expense {136,038} {78,853)
Listinig expense {22,213} {24 788)
Dlepreciation expense {31,279} {36,096)
Finance costs {2,649 {2,375)
Other expenses {111,823} {89,448)
Profit/{loss} before income tax {386,637) 120,656
Income tax benefit 120,959 -
Profit/{loss) after income tax (265,678) 120,656
Basic earnings per share {cents per share} 5 {0.40} 0.19
Diluted sarnings per share {cenis per share) 5 N/A N/A

The accompanying notes form part of these financial statements
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Stratatel Limited

BALANCE SHEET
AS AT 30 JUNE 2006

Assets

Current Assets
Cash and cash equivalents
Trade and other receivables
Other financial assets
Total Current Assets
Non-Current Assets
Property, ptant and equipment
Development
intangible assets

Investmenis
Total Non-Current Asseis
Total Assets
Liabilities
Current Liabilities

Trade and other payables
Total Current Liabilities

Non-Current Liabiliies

Provisions
Total Non-Current Liabilities
Total Liabilities
Net Assets
Equity
{ssued capital

Accumuiated Losses

Total Equity

The accompanying notes form part of these financiat statements
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Notes

o=

10
10

13

14

15
15

2006 2005
$ 3
1,549,290 835,392
332,478 201,210
20,554 16,764
1,002,322 1,053,366
97,334 74,125
683,151 254,242
54,171 54,891
20,662 20,533
855,318 403,791
2,757,640 1,457,157
387,610 211,737
387,610 211,737
7.849 .
7.849 -
395,459 211,737
2,362,181  1,245420
5758488 4,376,049
(3,396,307} (3,130,629}
2,362,181  1,245420




Stratatel Limited

CASH FLOW STATEMENT
FOR THE YEAR ENDED 30 JUNE 2006

Cash flows from operating activities
Receipis from customers
Payments fo suppliers and employees
Interest received
interest paid
Income tax benefit
Rebates and refunds

Net cash used in operating activities

Cash flows from investing activities
Proceeds from disposal of non-current assets
Purchase of non-current assets
Payment for other investments

Net cash used ini investing activities

Cash flows from financing activities
Net proceeds from issue of shares

Net cash provided by financing activities

Net increase/{decrease) in cash and cash equivalents

Cash arid cash equivalents at 1 July 2005

Cash and cash equivalents at 30 June 2006

The accompanying notes form part of these financiat statements
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Note

15

2006 2005
5 &
inflows/{ Qutflows)
1,847,508 1,796,947
(2,308,205} {1,868,947}
41,453 47,141
{2,649} {2,378)
120,855 -
8,648 4,008
{192,286} (23,229}
8,141 1,500
(55,487} (42,485}
{428,509} {20.500)
{476,255} {61,465)
1,382,435 -
1,382.435 -
713,898 {84,6594)
835,392 920,086
1,549,290 B35,392




Stratatel Limited

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2006

As at 1 July 2004
Profit/ {loss} for the period
Balance at 30 June 2005

As at 1 July 2005
Profit/ {loss} for the period
Income tax benefit
Profit/ {loss} after tax for the period
Share issue costs
Shares issued

Batance at 30 June 2006

The accompanying notes form part of these financiat statements
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Ordinary Accumulated
Shares Losses Totat
3 $ 3
4,376,049 (3,251,285} 1,124,764
- 120,656 120,656
4,378,049 (3,130,629} 1,245,420
Ordinary Accumulated
Shares Losses Totat
3 $ 3
4,378,049 (3,130,629} 1,245,420
. (388,637} (386,837)
. 120,958 120,959
- {265,678} (265,678)
{140,610} - (140,610)
1,623,045 - 1,523,049
5,758,488 (3,398,307} 2,382,181




Stratatel Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of Preparation

The financial report is a general-purpose financial report, which has been prepared in accordance with the
requiremerits of the Corporatioris Act 2001 and Australian Accounting Standards. The finarnicial report has also
been prepared on a historical cost basis.

Stratatet Limited is a public listed company, registered and domiciled in Ausirafia
The financial report is presented in Australian dollars and all values are rounded to the nearest dollar.

{b) Statement of Compliance
The financial report was authorised for issue on 19" September 20086.

The financial report complies with Austratian Accounting Standards, which include Australian equivalents fo
international Financial Reporting Standards {AIFRS). Compliance with AIFRS ensures that the financial report,
comprising the financial statements and notes thereto, complies with Internationat Financiat Reporting Standards
{IFRS).

This is the first financial report prepared based on AIFRS and comparatives for the year ended 30 June 2005
have been restated accordingly. Reconciliations of AFRS equity and profit for 30 June 2005 fo the balances
reported in the 30 June 2005 financial report and at transition to AIFRS are detailed ini Note 23.

{c) Significant accounting judgments, estimates and assumptions

The carrying amounts of cerfain assets and liabilities are often determined based on estimates and assumptions
of future events. The key estimates and assumptions that have a significant risk of causing a material adjustment
1o the carrying amounts of certain assets and liabilities within the next annual reporting period are:

Impairment of goodwilf and infangibles with indefinite useful lives:

The company determinies wheather goodwill and intangibles with indefinite usefid lives are impaired atf least on an
annual basis. This requires an estimation of the recoverable amourd of the cash generating units to which the
goodwill and intangibles with indefinite useful lives are allocated. The assumptlions used in this estimation of
recoverable amourt and the carrying amount of goodwill and intangibles with indefinite useful lives are discussed
in Note 11.

Share-based payment transactions:

The company measures the cost of equity-settled transactions with employees by reference to the fair value of
the squity instruments at the date at which they are granted. The fair value is determined by an extemnal valuer
using a Black-Scholes model.

{d) Revenue Recognition

Revenue is recognised {o the exient that it is probable that the economic benefits will flow to the company and the
revenue can be reliably measured. The following specific recognition criteria must also be met before revenue is
recognised:

{i} Sale of goods

Revenue is recognised when the significant risks and rewards of owniership of the goods have passed fo the buyer
and the costs incurred or to be incurred in respect of the transaction can be measured retiably. Risks and rewards
of ownership are considered passed to the buyer at the time of delivery of the goods to the customer.
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Stratatel Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {continued)

{if} Rendering of services
Revenue from the rendering of services is recognised upon delivery of the service to the customer.

{fii} interest income
interest reveriue is recognised on a time proportionale basis that {akes into account the effective yield on the
financiat asset.
{e) Finance Costs
Finance costs are recognised as an expense when incurred.

# {eases

Leases are classified as finance leases whenever the terms of the lease fransfer substantially all the risks and
rewards of ownership fo the lessee. All other leases are classified as operatin leases.

Assets held under finance leases are initially recogriised at their fair value or, if lower, the present value of the
minimum {ease payments, each determined at the inception of the lease. The corresponding liability to the lessor
is included in the balance sheet as a finarice lease obligation.

L.ease payments are apportioned betweern finance charges and reduction of the lease obligation so as o achieve
a constant rate of interest on the remaining balance of the liability. Finance charges are chiarged directly against
income, unless they are directly atiributable to qualifying assets, in which case they are capitalised in accordarice
with the general policy on borrowing costs.

Finarnce leased assels are depreciated on a straight line basis over the estimated useful life of the asset.

Operating lease paymenis are recogrised as an expense on a siraight line basis over the lease term, except
where anothier systematic basis is more representative of thie time pattem in which economic benefits from the
leased asset are consumed.

{g) Cash and cash equivalents

Cash and short-term deposits in the balance shest comprise cash at bank and in hand in money market
instruments that are used in the day fo day cash management operations of the company.

for the purposes of the Cash Flow Statement, cash and cash equivalents consist of cash and cash equivalents
as defined above, net of outstanding bank overdrafis.

{h} Trade and other receivables

Trade receivables, which gerierally have 30-80 day terms, are recognised and carried at original invoice amount
less an allowarice for any uncollectible amounts. An aliowance for doubtful debis is made when there is objective
evidence that a trade receivable is impaired. Bad debts are written off when identified.

{ih Income tax

Current tax assets and liabilities for the current and prior periods are measured at the amount expected o be
recovered from or paid o the taxation authorities. The tax rates and tax laws used io compute the amount are
those that are enacted or substantively enacted by the balance sheet date.

Deferred Income tax is provided on all temporary differences at the balance sheet date between the tax bases of
assets and liabililies and their carrying amounts for financial reporting purposss.

Deferred income tax liabilities are recognised for all taxable temporary differerices except:

. when the deferred income tax liability arises from the initial recognition of goodwill or of an asset or liabity
in a transaction that is not a business combination and that, at the time of the transaction, affects neither
the accounting profit nor taxabte profit or loss; or

. when the taxable temporary differerice is associated with investmenis in subsidiaries, associates or
interests in joint ventures, anid the timing of the reversal of the temporary difference can be controlled and
it is probable that the temporary difference will not reverse in the foreseeable future.
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Stratatel Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {continued)
{H Income tax {continued)

Deferred income tax assels are recognised for all deductible temporary differences, carry-forward of unused tax
assets and unused tax losses, to the extent that it is probable that taxable profit will be available against which
the deductible temporary differences and the carry-forward of unused tax credits and unused tax losses carn be
utilised, except:

. whern the deferred income fax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transacfion that is not a business combiniation and, at the time of the
transaction, affects neither the accounting profit nior taxable profit or loss; or

. when the deductible temporary difference is associated with investments in subsidiaries, associates or
interests in joint ventures, in which case a deferred fax asset is only recognised to the extent that it is
probabie that the temporary differenice will reverse in the foreseeable future and taxable profit will be
avaitabie against which the temporary difference can be utilised.

The carrying amournt of deferred income 1ax assets is reviewed at each balarice shest date and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred
income tax asset to be ulilised.

Unirecognised deferred income tax assets are reassessed at each balance shest date and are recognised fo the
extent that it has become probable that future taxable profit will allow the deferred tax asset to be recovered.

Deferred income tax assets and liabiliies are measured at the fax rates that are expected fo apply to the year
when the asset is realised or the liabifity is setfled, based on tax rates {and tax laws} that have been enacted or
substantively enacted at the balance sheet date.

income axes refating to items recognised directly in sgquity are recognised in eqguity and not in profit or loss.

Deferred tax assets and deferred tax liabilities are offset only if a legally enforceable right axists fo set off current
tax asseis against current tax liabilities and the deferred tax assels and liabilities relate fo the same taxabile entity
and the same taxation authority.

{i} Other taxes

Revenues, experises and assels are recogrised riet of the amount of GST except:

. when the (ST incurred on a purchase of goods and services is not recoverable from the taxation
authority, in which case the (ST is recognised as part of the cost of acquisition of the asset or as part of
the expenss item as applicable; and

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

The net amount of G8Y recoverable from, or payable fo, the taxation authority is included as part of receivables
or payables in the balance sheet.

Cash flows are included in the Cash Flow Statement 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.

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

k) Property, plant and equipment

Plant and equipment is stated at cost less accumulated depreciation and any accumulated impairments losses.
Depreciation is calculated on a diminishing value basis over the estimated useful life of the assels as follows:

Plant and equipment — 7.5% -40%

The assets’ residual values, useful lives and amortisation methods are reviewed, and adjusted if appropriate, at
each financial year end.
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Stratatel Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {continued)
(k) Property, plant and equipment {continued}
{i} impairment
The carrying values of plant and equipment are reviewed for impairment at each reporting date, with recoverable

amount being estimated when events or changes in circumstances indicate that the casrying value may be
impaired.

The recoverable amount of plant and equipment is the higher of fair value less costs to sel and value in use. In
assessing value in use, the estimated future cashi flows are discounted o their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset.

For an asset that does not generate largely independent cash inflows, recoverable amount is determined for the
cash-generating unit to which the asset belongs, unless the asset’s value in use can be estimated to be close to
its fair value.

impatrment exists when the carrying value of an asset or cashi-generating unils exceeds its estimated recoverable
amount. The asset or cash-generating unit is then written down fo its recoverable amount.

{if} Derecognition and disposal

An item of property, plant and eguipment is derecognised upon disposat or when no further future economic
benefits are expected from ifs use or disposal.

Any gain or loss arising on derecognition of the asset {calculated as the differerice between the net disposal
proceeds and the carrying amount of the asset} is included in profit or loss in the year the asset is derecogriised.

0] Goodwill

Goodwill acquired in a business combination is initially measured at cost being the excess of the cost of the
business combination over the company's interest in the net fair value of the acquiree's identifiable assets,
liahilities and contingent liabiities.

Following initial recognition, goodwill is measured at cost less any accumulated impatrment losses.

Goodwill is reviewed for impairment annually or more frequently f events or changes in circumstances indicate
that the carryirig value may be impaired.

for the purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition date,
atlocated to sach of the company's cash-generating unils, or groups of cash-generating units, that are expected
to bensfit from the synergies of the combination, irrespective of whether other assets or liabilities of the company
are assigned to those units or groups of units.

Each unit or group of units to which the goodwill is so allocated:

. represents the lowest level within the comparny at which the goodwill is monitored for internal management
purposes; and

. is not farger than a segment based on either the company’s primary or the company's secondary reporting
format determined in accordance with AASE 114 Segmeant Reporting .

impairment is determined by assessing the recoverable amount of the cash-generating unit, to which the goodwill
relates. When the recoverable amount of the cash-generating unit is less than the carrying amount, an
impairment loss is recognised. When goodwill forms part of a cash-generating unit and an operation within that
uriit is disposed of, the goodwill associated with the operation disposed of is included in the carrying amount of
the operation when determininig the gain or loss on disposal of the operation. Goodwill disposed of in this manner
is measured based on the relative values of the operation disposed of and the portion of the cash-generating unit
retained.

impairment losses recognised for goodwill are not subsequently reversed.
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Stratatel Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {continued)
{m) Intangible assets

infangible assets acquired separaiely or in a business combination are initially measured at cost. The cost of an
intangible asset acquired in a business combination is its fair value as at the date of acquisition. Following initial
recognition, intangible assets are carried at cost less any accumulated amortisation and any accumulated
impairment losses. Internally generated intangible assets, excluding capitalised development costs, are riot
capitalised and expenditure is charged against profits in the year in which the expenditure is incurred.

The usetul lives of intangible assets are assessed to be either finite or indefinite. Intangible assets with finite lives
are amortised over the useful fife and assessed for impairment whenever there is an indication that the intangible
asset may be impaired. The amortisation period and the amortisation method for an intanigible asset with a finite
useful life is reviewed at least at each financial year-end. Changes in the expected useful life or the expected
pattern of consumption of future economic benefits embodied in the asset are accounted for by changing the
amorlisation period or method, as appropriate, which is a change in accounting estimate. The amortisation
expense on intangible assets with finite lives is recognised in profit or loss in the expense category consistent
with the furiction of the intangible asset.

infangible assets with indefinite useful lives are tested for impairment annually either individually or at the cash-
generating unit level. Such intangibles are not amortised. The useful e of an intangible asset with an indefinite
life is reviewed each reporting pericd to determine whether indefinite life assessment contirives to be supportable.
H riot, the change in the usefu! life assessment from indefinite to finite is accounted for as a change in an
accounting estimate and is thus accounied for on a prospective basis.

Research and development costs

Research costs are expensed as incurred. An intangible asset arising from development expenditure on an
internal project is recognised orly when the company can demonsirate the technical feasihility of completing the
intangible asset so that it will be available for use or sale, its intention to complete and its ability to use or sell the
asset, how the asset will generate future economic benefits, the availability of resources fo complete the
development and the abilily to measure reliably the expenditure aftributable fo the infangible asset during is
development. Foliowing the initial recognition of the development expenditure, the cost model is applied requiring
the asset to be carried at cost less any accumulated amortisation and accumuiated impairment losses. Any
expenditure so capitalised is amortised over the period of expected benelits from the related project.

The carrying value of an intangible asset arising from development expenditure is tested for impairment annuaily
when the asset is not yet available for use or more frequently when an indication of impairment arises during the
reporting period.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net
disposat proceeds and the carrying amount of the asset and are recognised in profit or joss when the asset is
derecognised.

The company assesses at each reporiing date whether there is an indication that an asset may be impaired. If
any such indication exists, or when annual impairment testing for an asset is required, the company makes an
estimate of the assel's recoverable amount. An asset's recoverable amount is the higher of its fair value less
costs to sell and its value in use and is determined for an individual asset, unless the asset does not generale
cash inflows that are largely independent of those from other assets or groups of asseis and the asset's value in
use cannot be sstimated o be close to its fair value. In such cases the asset is tested for impairment as part of
the cash-generating unit fo which it belongs. When the carrying amount of an asset or cash-generating unit
exceeads its recoverable amount, the asset or cash-generating unit is considered impaired and is written down to
its recoverable amount.
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Stratatel Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {continued)
{m) Intangible assets {continued)

in assessing value in use, the sestimated fulure cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset. Impairment losses relating o cortinuing operations are recognised in those expense categories consistant
with the function of the impaired asset unless the asset is carried at revalued amount {in which case the
impairment loss is freated as a revaluation decrease).

Arn assessment is also made at each reporting date as to whether there is any indication that previously
recognised impairment losses may no longer exist or may have decreased. If such indication exists, the
recoverable amount is estimated. A previously recognised impairmant loss is reversed only if there has been a
change in the estimates used to determine the asset's recoverable amount since the last impairment loss was
recognised. If that is the case the carrying amourt of the asset is increased fo s recoverable amount. That
increased amount cannot exceed the carrying amount that would have been determined, net of depreciation, had
no impatrment loss been recognised for the assel in prior years. Such reversal is recognised in profit or loss
uniless the asset is carried at revalued amount, in which case the reversal is freated as a revaluation increase.
After such a reversat the amortisation charge is adjusted in fulure periods o allocate the asset’s revised carrying
amount, less any residual vaiue, on a systematic basis over its remaininig usefu life.

{n} Trade and other payables

Trade payables and other payables are carried at cost and represent liabilities for goods and services provided to
the company prior to the end of the financial year that are unpaid and arise when the company becomes obliged
to make future payments in respect of the purchase of these goods and services.

{o) Employee leave benefits
{i Wages, salaries, annual leave and sick leave

Liabilities for wages and salaries, including non-mornetary benefits, annual lsave and accumulating sick leave
expected to be seitled within 12 months of the reporting date are recognised in othier payables in respect of
empioyess’ services up to the reporting date, They are measured at the amounts expected io be paid when the
liabilities are seifled. Liabilities for non-accumulating sick leave are recognised when the leave is taken and are
measured at the rates paid or payable.

{if} Long service leave

The liability for long service leave is recognised in the provision for employee benefits and measured as the
present value of expected future payments to be made in respect of services provided by employees up to the
reporting date using the proiected unit credit methiod. Consideration is given to expectad future wage and salary
levels, experierice of employee departures, and period of service. Expecied future payments are discounted
using miarket vields at the reporting date on niational government bonds with terms to maturity and currencies that
match, as closely as possible, the estimated future cash outflows.

{p) Share-based payment transactions

Equity setfled transactions:
The company provides benefits to employees (including executives) of the company in the form of share-based
payments, whereby employees render services in exchange for shares or rights over shares (equity-sefiled
transactions).
There are currently two plans in place to provide these bernefits:

. the Employse Share Option Plan {ESOP), which provides bernefits to directors and senior executives; and

. the Employee Share Loan Plan {ESLP}, which provides benefits to all employees, excluding senior
executives and directors.

The cost of these equity setiled transactions with employees is measured by reference to the fair value of the
equity instruments at the date at which they are granted.
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Stratatel Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {continued)
{q) Contributed equity

Ordinary shares are classified as equily. Incremental costs directly attributable to the issue of new shares or

options are showr in equity as a deduction, net of tax, from the proceeds.

{r Earnings per share

Basic earnings per share is calculated as net profit atiributable to members of the company, adjusted to exclude
any costs of servicing equity {other than dividends} and prefererice share dividends, divided by the weighted

average number of ordinary shares, adjusted for any bonus elemerit.

2008 2005
$ $

NOTE 2: PROFIT/{LOSS) FROM OPERATIONS
Profit/{loss} from operations includes the following items of revenue, income and expense:
{a) Revenue and income
Operating activilies
Consultancy income 143,188 52,700
MobileFleet income 1,468,507 1,410,245
FeetManager income 112,522 -
infrate! income 108,513 117,812
Development income 17.613 16,600
Broker services income 4,833 1,512
Interest income 41,453 47 141
Non - Operating Activities
Other income 11,243 1,600
Courier income 512 558
Rebates & refunds 8,648 4,006
Total Revenue 1,630,823 1,652174
{b) Profit/{loss} before income tax
Profitf{loss) before income tax has been determined after crediting/{charging} the following
gains and losses:
Net gain/{ioss} on disposal of non-cument assets: 365 {1,597)
Profit/{loss} before income tax hias been determined after charginig the following expenses:
Finarice costs 2,645 2375
{epreciation of rion-current assels 31,279 36,096
Operatirig lease rertal experise: minimum lease payments 100,824 65326
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Stratatel Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

2008 2005
$ $

NOTE 3: INCOME TAX
Income tax recognised in profit or loss
The major components of tax expense are:
Current tax expense/{inicome) - -
R & D tax offset {120,959} -
Total tax expensef{income} {120,959} -
The prima facie income tax expense on pre-tax accounting profit from operations reconciles
to the income tax expense in the financial statements as follows:
Accounting profit/{loss} before tax {386,637} 120,656
income tax expense calculated at 30% {115,991} 36,196
Non-deductible expenses 12,464 4,434
Shiare issue expensss — deductible {22,123} {13,686)
Unrecognised tax losses 97,364 {31,326)
£ & D tax offset 120,959 -
Other 28,286 4,382
income tax benefit reported in the income statement 120,959 -

No income tax is payable by the company for the period since registration. The directors have considered it prudent not to
bring to account the deferred tax asset arising from iricome tax losses for the pericd fo 30 June 2006 undil it is probabile
that the company will derive assessable income of & nature and amount to enable such assets fo be realised.

The compary has tax losses of $3,517,675 {2005: $3,193,127) that are available indefinitely for offset against future
taxable profits of the company.

NOTE 4: SEGMENT REPORTING

Segmerit Information

The company operates predominantly in one business and geographical segment being the software development
industry throughout Australia.

NOTE 5: EARNINGS PER SHARE

2006 2005
5 &
Basic Earnings per share
Eamings used in the calculation of basic earnings per share {265,678} 120,656
No. No.

Weighted average number of ordinary shares for the purposes of basic earmnings per share 66,128,301 62,647,727

Diluted earnings per share:

Options are considered o be potential ordinary shares. However, they are not likely fo be dilutive in nature due to the poor
performancs of the underlying shares over recent months.
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Stratatel Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

NOTE &: DIVIDENDS

The company is not declaring a dividend for the year ended 30 June 20086

NOTE 7: CASH AND CASH EQUIVALENTS

Cash at bank and on hand
Shiort-term deposits

{i} Cash balances not available for use

The company has commilted a rent bond under an operating lease for office space.

{iiy Reconciliation of profit for the year to net cash flows

Profit/{loss} after income tax for the year

Non cash flows in operating loss:
Depreciatior
Allowances
{Profit)floss on disposat of non-current assets
Employes benefits

Changes in assets and liabilities:
{increase)/decrease in trade and term debtors
{iIncreasel/decrease in other current assets
increase/{decrease) in payables
increase/{decrease) in non-current provisions

Cashi flows from operations

NOTE 8: CURRENT TRADE AND OTHER RECEIVABLES

Trade receivables
Allowance for doubtful debts

ZD8.

2006 2005
$ 3
26,692 85,392
1,522,598 750,000
1,549,290 835,392
20,662 20,553
(265,.678) 120,656
31,279 36,006
(191) .
(365) 1,597
23,123 (6,793)
{130,486} (122,702}
(3,790) (10,323)
145,973 (38,760)
7,849 .
(192,286) (23,229)
347,124 216,046
(14,646) (14,836)
332,478 201,210




Stratatel Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

NOTE 9: PLANT AND EQUIPMENT

Cost

Accumulated depreciation and impairment losses

Movements:

Balance as at 1 July 2004
Addiions

Disposals

{epreciation charges

tmpairment losses

Balance as at 30 June 2005
Addiions

Disposals

{epreciation charges

tmpairment losses

Balance as at 30 June 2006

Z2G.

2006 2005
$ $
235,989 181,500
{128,655} (107 375)
97.334 74125
Accumulated
Cost Depreciation TOTAL
3 $ 3
143,084 (72,201} 70,853
42,465 - 42,465
{4,049 922 (3,087)
. {36,086} {36.096)
181,500 (107.375) 74,125
55,487 - 55,487
(998) {1} {959)
. (31,279 {31.279)
235,985 (138,655) 97,334




Stratatel Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

NOTE 10: INTANGIBLE ASSETS AND GOCDWILL

Goodwill
Deemed Cost (i}
Accumulated impairment losses

Formation Costs
Cost
Accumulated amoriisation and impairment losses

Software Development
Cost

Accumulated amortisation and impairment losses

Movements:

Balance as at 1 July 2004
Addiions

Disposals

Amortisation charges
impairment losses

Balance as at 30 June 2005

Additions {ii}
Disposails
Amortisation charges
tmpairment losses

Balance as at 30 June 2006

2006 005
$ $

54,171 54171

54,171 54171

720 720

{7200 .

- 720

683,151 254 247

683,151 254 247

737,322 300,133

Goodwill Formation Software

Costs Developmerit

54,171 720 .

B - 254 242

54,171 720 254 242

B - 428,909

- {720 .

54,171 - 683,151

{i} As from 1 July 2004, goodwill is nio onger amortised but is riow subject to an annual impairment test {refer Note 11).

(i} The cost of developing the FleetManager software tofalled $360,909 during 2006. The cost of acquiring the
PoofCarManagerm software and intellectual property acquired was $68,000.
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Stratatel Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

NOTE 11: IMPAIRMENT TESTING OF GOODWILL AND INTANGIBLES WITH INDEFINITE LIVES

Goodwiil acquired through business combinations and intangible assets developed or acquired have been allocated to 2
individual cash generating units, which are reportable segmerits for impairment testing as follows:

. FteetManagef®

* PoolCarMariager™

FleetManager®

The recoverable amount of the Fieethﬁanager® unit has been determined based on a value in use calculation using cash
flow projections based on finarncial budgets approved by senior management covering a 2 year period. During this period
it is expected that revenues will grow by 46% {2005: 17%) supported by the additionat investment in sales and client
services made by the company ai the start of the 2005 financial year.

The discount rate appilied to cash flow projections is 6.00% (2005; 5.25%}.

PaolCarManager™

The recoverable amount of the PoolCarManager™ unit is also determined based on a value in use calculation using cash
flow projections based on financial budgets approved by managemeni covering a 2 year period.

The discount rate applied to the cash flow projections is 6.00% {2005: N/A].

Senior management believes this growth rate is justified given the investment the company made in appointing additional
quality senior managers o increase the sales and support aclivities of the company. The expected improvemenis have
beeri visible from the winning of the Ausiralian Department of Defence contract in November with NEC to the more recent
sales activity that has been seen as a result of our target sales approach.

Carrying amount of goodwill, patents and licences allocated to each of the cash generating units

FieetManager@’ PoolCarManager™ Total
2006 2005 20086 2005 2008 2005
$ $ $ $ $ $
Carrying amount of goodwilt 54,171 54,851 - - 54,171 54,891
Carrying amount of developed software 515,151 254 242 “ - 615,151 254,242
Carrying amount of acquired intellectual property - - 68,000 - 58,000 -
569,332 305,133 68,000 - 737,322 309,133

Key assumptions used in value in use calculations for the FleetManager unit for 30 June 2006 and 30 June 2085

The foliowing describes each key assumplion on which management has based its cash flow projections when
determining the value in use of the FleetManager units,

+ Budgeted gross margins — the basis used to determing the value assigned to the budgeted gross margins is the
average gross margins achieved in the year immediately before the budgeted year.

NOTE 12: SHARE BASED PAYMENT PLANS
Employee Share Option Scheme

The Employee Share Option Scheme provides for employees and executives fo receive options over ordinary shares for
no consideration. Each oplion is convertible to one ordinary share. There are no voting rights or dividend rights attached
o urissued ordinary shares.

The contractual life of each option granted is b years. There are no cash settlement alternatives.

“ 3] -



Stratatel Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

NOTE 12: SHARE BASED PAYMENT PLANS (continued)

The following table illustrates the number {No.) and weighted average exercise prices of and movements in share options
issued during the year

No options were issued under the Employee Share Option Plan in the period ended 30 June 20086,

2008 2005
Weighted Weighted
average average
2008 exercise 2005 exercise
No. price No. price
QOuistanding at the beginning of the year 3,250,000 $0.20 3,250,000 $0.20
Granted during the year - - - -
Forfeited during the year - - - -
Exercised during the year - - - -
Expired during the year 2,100,000 $0.20 - -
Ouistanding at the end of the year 1,150,000 $0.20 3,250,000 $0.20
Exercisable at the end of the year 1,150,000 3,250,000

The outstanding balance as at 30 June 2006 is represerited by:

« 500,000 options over ordinary shares with an exercise price of $0.20 each, exercisable upon mesting the above
conditions and until 18 May 2007; and

« 250,000 options over ordinary shares with an exercise price of $0.20 each, exercisable upon mesting the above
corditions and until 21 July 2008,

The weighted average remaining contractual life for the share options outstanding as at 30 June 2006 is between 1 and 2
years {2005 <1 and 2 years).

NOTE 13: TRADE AND OTHER PAYABLES {CURRENT)

2006 2005
5 &
Trade and other payables (i} 257,354 183,388
Accrued expenses 130,216 28,339
387.610 241,737

{iy Trade and other payables are non-iriterest bearing and are riormally setifled on 80-day terms

Information regarding the effective intarest rate and credit risk of current payabies is set out in Note 16

NOTE 14: PROVISIONS (NON-CURRENT)
Employee benefits

Provision for long service leave 7,849 -
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Stratatel Limited

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

NOTE 15: CONTRIBUTED EQUITY AND RESERVES

2006 2005
3 &

Ordiniary shares issued and fully paid 5,758,488 4,376,045
Fully paid ordinary shares carry one vote per share and carry the right to dividends.

No. 3
Movement in ordinary shares on Issue
At 1 July 2004 62,647,727 4,376,049
tssued in the 2004-2005 financial pericd - -
At 1 July 2005 62,647,727 4,376,049
tssued on 13 March 2006 pursuant fo a placement 5,555,555 500,000
tssued on 4 dMay 2006 pursuant to a rghts issus 11,367,214 1,023,049
Shiare issue costs - {140,610)
At 30 June 2006 79,570,496 5,758,488

Share options

The company has two share based payment option schemes under which options fo subscribe for the company's shares
have been granted to certain executives and other employees. Refer Note 12.

NOTE 16: FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

Details of the significant accounting policies and methods adopied, including the criteria for recognition, the basis of
measurement and the basis on which income and expenses are recognised, in respect of each class of financial asset,
financial liability and equity instrument are disciosed in Note 1 to the finaricial statemenis.

Credit risk

The company trades only with recognised, creditworthy third parties.

i is the company's policy that all customers who wish to frade on credit ferms are subject to credit verification procedures.

in addition, receivable balances are monitored on an onigoing basis with the result that the company's exposure to bad
debts is not sigrificant.

There are no significant concentrations of credit risk within the compariy.

With respect to credit risk arising from the other financial assets of the company, which comprise cash and cash
equivalents the company's exposure o credit risk arises from defauit of the counter party, with & maximum exposure equal
o the carrying amount of these instrumenis.

Since the company trades only with recognised third parties, there is no requiremerit for collateral.
Liquidity Risk Management

The company manages liquidity risk maintaining adequate reserves by continuously monitoring forecast anid actual cash
flows and matchirig the maturity profiles of financial assets and abilities.

Fair values

The carrying amount of financial assets and fiabilities recorded in the financial statements represents their respective fair
values, determined in accordance with the accounting policies disciosed in Note 1 to the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

NOTE 17: FINANCIAL INSTRUMENTS

Interest rate risk

The following table sets out the carrying amount, by maturity, of the financial instruments exposed to interest rate risk:

Weighted
Year ended 30 June 2006 within 1foh average effective
Tyear years Total interest rate
$ § %
Financial assels
Fixed rate
Trade and other receivables 332478 - 332,478 “
Baink bills 250,000 - 250,000 6.00
582,478 - 582,478
Floating rate
Cashi Assets 1,299,290 - 1,299,250 5.60
1,299,200 - 1,299,250
1,881,768 - 1,881,768
Financial liabilities
Payables 387,610 - 387,610 -
Provisions - 7.849 7.849 -
387,610 7,849 395,459
Weighted
Year ended 30 June 2005 within 1fo b average effective
Tyear years Total interest rate
$ $ § %
Financial Assets
Fixed rate
Trade and other receivables 210,201 - 210,201 -
Bank bills 750,000 - 750,000 5.66
560,201 - 750,000
Floating rate
Cash Assets B5,392 - 85,3592 2.64
85,392 - 85,392
1,045,593 - 1,045,593
Financial labilities
Payables 211,737 - 211,737 -

The net fair value of term debtors and fixed interest securities are determined by discounting cashi flows, at the market rates
of similar securities, to their preserit valus.

for other assets and other liabilities the net fair value approximates their carrying value.

No finaricial assets and financial liabilities are readily traded on organised markeis in standardised forms.

interest on financial instruments classified as floating rate is repriced at intervals of less than onie year. Interest on financial
instruments classified as fixed rate is fixad uniil maturity of the instrument. The other financial instruments of the comparny

and Parent that are not included in the above tables are non-interest bearing and are thersfore not subject fo interest rate
risk.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

NOTE 18: COMMITMENTS AND CONTINGENCIES

Remuneration Commitments

20086 2005
3 $
Commitmerits for the payment of salaries and other remuneration under long-term
employment contracts in existence at the reporting date but not recogrnised as liabilities,
payable:
Within one year 300,000 300,000
After one year but not more than five years 300,000 600,000

Amounts disclosed as remuneration commitments include commitments arising from the service contracts of directors and
executives referred o in the Remuneration Report of the Directors’ Report that are not recognised as liabilities and are not
included in the directors’ or executives’ remuneration.

NOTE 19: RELATED PARTY DISCLOSURE

The following table provides the total amount of transactions that were entered into with related parties for the relevarit
financiat year.

Furchases Amounts
Sales to From Owed by Amounts
related Related Related Owed to
parties Parties parlies Related parties
Related party $ ¥ $ 3
Grange Consulting Group Pty Lid - 33,000 - -

fees paid are in respect of corporate advice received from Grange Consulting Group Pty Litd of which a director, Mr lan
Macliver, is a director.

Terms and conditions of transactions with related parties

Sales to and purchases from related parties are made in arm's length transactions both at normal market prices and on
normal commercial terms.

Outstanding balances at year-end are unsecured, interest free and settlement occurs in cash.,

NOTE 20: EVENTS AFTER THE BALANCE SHEET DATE

As annouriced to the ASX on 15 September 2006 the company secured a confract for Expense Reduction Analysts {ERA) to
market the FleetManager” asset and expense management system. ERA has around 50 consuitants throughout Austratia
and will significantly improve the company’s distribution network.

NOTE 21: AUDITORS' REMUNERATION
The auditor of Stratatel Limited is HLB Mann Judd.

2008 2005
3 3
Amounts received or due and receivable by HLB Mann Judd for:
Ani audit or review of the financial report of the company 18,000 18,000
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

NOTE 22: DIRECTORS AND EXECUTIVE DISCLOSURES

Details of key management personnet remuneration are set out in the Remuneration Report which forms part of the

Directors’ Report.

{a) Details of Key Management Personnel

{i} Directors

tan A Macliver Chatrman {non-executive}

Michaet J Fairclough Chief Executive Officer / Managing Director
Geoffrey E Lambert Director {non-executive)

James D Cullen Director {non-executive)

{ii} Executives

Paui Brown Comparny Secretary / Chief Financial Officer
Vinod Patel Chief Information Officer

Matthew Pasry General Manager - Operations

James Worsfold General Manager - Sales

{b) Compensation by category: Key Management Personnel!

Short-Term
Post Employmerit

{c) Compensation options: Granted and vested during the year

appointed 14 Jul 2003
appointed 7 Apr 2008 resigned 30 Jun 2006
appointed 18 Julf 2005
appointed 11 Juf 2005

2006 2005
$ $
865,082 507,632
77.858 36,915
942,940 544,547

During the financial year there were no options granied as equity compensation benefits under the long term incentive plan
to certain key management personnel. No share oplionis have been granied fo the non-executive members of the Board of

Directors.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

NOTE 22: DIRECTORS AND EXECUTIVE DISCLOSURES (continued)

{d) Option holdings of Key Management Personnel

There were no options on issue to directors and key executive management throughout the reporting period ended 30 June
2006. No optionis have been issued to directors of key executive management under the existing executive and employes
option scheme.

Balance at Balance at end

beginning of Granted as Options Net change of period 30
30 June 2005 pericd T Jul 04  remuneration exercised Cther # Jun 05
Directors
t Macliver 250,060 - - {250,000} -
M Fairclough 250,060 - - {250,000} -
G Lambert 250,060 - - {250,000} -
J Cullen 250,000 - - {250,000} -
Total 1,000,000 - - 1,000,000 -
# inciudes forfeitures
{e) S8hareholdings of Key Management Personnel
Ordinary shares held in Stratatef Limited {number)

Balanice Granted as  On Exercise of  Net Change Batance

30 June 2008 01 Jul 05 remuneration Options Other 30 June 08
Directors
t Macliver 584,509 - - 166,533 751,442
M Fairclough 7.816,509 - - 880,555 B.657 464
G Lambert 596,818 - - 29,125 625,943
J Cullen 1,489,000 - - {537,000} 552,000
Executives
P Brown 10,000 - - - 10,000
V Patet 438,818 - - 299,234 738,052
M Parry - - - 562,566 562,566
J Worsfold - - - 362,600 362,600
Total 10,936,454 - - 1,763,813 12,700,067

There were no movements in shareholdings of directors and executives in the financial period ended 30 June 2005.

All equity fransactions with key management personnet othier than those arising from the exercise of remuneration options
have been entered into under terms and conditions rio more favourable than those the company would have adopted i

deaiing at arm's length.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

NOTE 23: TRANSITION TO AIFRS

For all periods up to and including the year ended 30 June 2005, the company prepared its financial statements in
accordance with Australian generally accepted accounting practice {{AGAAP'). These financial statemenis for the year
ended 30 June 2006 are the first the comparny is required to prepare in accordance with Ausiralian equivalents fo
International Financiai Reporting Standards {'AIFRS').

Accordingly, the compariy has prepared financial statements that comply with AIFRS appticable for periods beginning on or
after 1 January 2005 and the significant accounting policies meeting those requirements are described in Note 1. In
preparing these financial statements, the company has started from an opening balance sheet as at 1 July 2004, the
company's date of transition to AIFRS, and made those changes in accounting policies and other restatements required by
AASB 1 First-fime adoption of AIFRS.

This niote explains the principal adjustmerits made by the company in restating its AGAAP batance sheet as at 1 July 2004
and its previously publishied AGAAP financial statemerits for the year ended 30 June 2005,

Lxemptions appiied
AASE 1 allows first-time adopters certain exemptions from the general requirement o apply AIFRS retrospectively.

The company has taken the following exemplions:
« AASB 3 Business Combinafions has not been applied to acquisitions of subsidiaries or of interests in associates and
joint ventures that occurred before 1 July 2004,

« AASB 2 Share-based Payment has not heen applied fo any ecquily instruments that were granted on or before 7
November 2002, nor has it been applied to eguily instruments granted after 7 November 2002 that vested before 1
January 2005,

Lxplanation of material adjustments to the financial statements

There are no material differences between the balance shieet, income statement or cash flow statement presented under
AIFRS and the balance sheet, income statement or cash flow statement presented under previous AGAAP except in the
treatment of goodwill.

Reconciliation of total equity under previous Australian GAAP to that under AIFRS

Note 1 July 30 June
2004 2005
$ $
Total equity under previous Australian GAAP 1,124,764 1,235,420
Adjustments to equity:
Write back of goodwilt amorlisation {b} 10,000 10,000
Total equity under AIFRS 1,134,764 1,245 420
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

NOTE 23: TRANSITION TO AIFRS {continued)

Reconciliation of profit after tax under previous Australian GAAP to that under AIFRS

Note Year ended
30 June 2085
&
Profitf{ioss) after tax as previously reported 110,656
Adjustments to profit after tax:
Write back of goodwilt amorlisation {b} 10,000
Total profit after tax urider AIFRS 120,656

{a)

{2

{c)

{d)

Impairment of assets

in determining the recoverable amournt of non-current assets under previous AGAAP, the expected net cash
flows had not been discounted to their present values. No write-down is required under AIFRS at the date of
trarisition or for the financial vear ended 30 June 20086.

Thie company performed a value in use calcuiation which failed to identify an impairment loss. The discount rate
applied fo the cash flow projections is 6%. Cash flows were forecast over a two years period.

Goodwill

Thie company has elected riot to restate business combinations that occurred prior to the date of fransition to
AIFRS, and accordingly, the carrying amount of goodwill as at the date of transition hias not charniged.

Goodwill, which was amortised under previous AGAAP, is not amortised under AIFRS from the date of transition.
The effect of the change is an icrease in the carrying amount of goodwilt of $20,000 and a reduction in net toss
before tax of $10,000 for the financial vear ended 30 June 2005 and $10,000 for the financial year ended 30
Jurie 2006, There is no tax effect as deferred taxes are not recognised for temporary differences arising from
goodwill for which amortisation is not deductible for tax purposss.

Revenue

Under previous AGAAF, the comparny recognised the gain or loss on disposal of property, plant and eguipment on
a 'gross basis’ by recognising the proceeds from sale as revenue, and the carrying amount of the property, plant
and equipment disposed of as an experise.

Under AIFRS, the gain or loss on disposal is recognised on a niet basis and is classified as income rather than
revenue. Accordingly, the gross amounts have been reclassified within the income statement for AFRS reporting
pUrPOSes.

Income fax

Under previous AGAAP, the company adopled tax effect accounting principles whereby income tax expense was
calculated on pre-tax accounting profits adjusted for permanent differences.

The tax-effect of timing differenices, which occur when items were included or allowed for income fax purposes in a
period different to that for accounting were recognised at current taxation rates as deferred tax assets and deferred
tax ligbilities, as applicable.

Under AIFRS, deferred tax is determined using the balance sheet method in respect of temporary differences
arising from differences between the carrying amount of assets and liabilities in the financia! statements and their
corresponding tax bases.
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BDIRECTORS' DECLARATION

1. Iri the opinion of the directors:

a. the financial statements and notes of the company are in accordance with the Corporations Act 2001
including:

i. giving a true and fair view of the company's financial position as at 30 June 2006 and of the
performance for the year then ended; and

ii. complying with Accounting Standards and Corporations Regutations 2001; and

b. there are reasonable grounds to believe that the company will be able o pay ifs debts as and when they
become due arnid payable.

2. This dectaration has been made afier receiving the declarations required to be made to the direciors in
accordance with Section 295A of the Corporations Act 2001 for the financial year ended 30 June 2006.

This declaration is signed in accordance with a resolution of the Board of Directors.

{ A Macliver

Chairman

Dated this 19" day of September 2006
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INDEPENDENT AUBIT REPORT
To the members of

STRATATEL LIMITED

Scope

The financial report and direcitors’ responsibility

The financiat report comprises the balance shest as at 30 June 2006, and the income statement, statement of changes in
equity, cash flow statement, accompariying notes 1o the financial statemenis and the directors’ declaration for the year
then ended for Stratatel Limited {'the company’).

The directors of the company are responsibie for the preparation and true and fair presentation of the financial report in
accordance with the Corporations Act 2001. This includes responsibility for the maintenance of adequate accounting
records and internal controls designed to prevent and detect fraud and error, for the accounting policies and for the
accounting estimates within the financial report.

Audit approach

We conducted an independent audit in order to express an opinion to the members of the company. Our audit was
conducted in accordance with Austratian Auditing Standards, in order to provide reasonable assurarice thiat the financial
report is free of material misstatement. The nature of an audit is influenced by several factors including the use of
professional judgement, selective testing, the inherent limitations of infernal control and the availability of audit evidence
which may be persuasive rather than conciusive. Accordingly, an audit caninot guarantee that all matenal misstatements
have been detected.

We performed procedures to assess whether, in all material respects, the financial report presents fairly, in accordance
with the Corpoerations Act 2001, including comptliance with Accounting Standards and other mandatory financial reporting
requirenmerits in Australia, a view which is consisterit with our understandirig of the company's financial positicn, and of the
performance as represented by the results of their operations, charnges in equity and cash flows.

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

*  examining, on a test basis, information to provide evidence supporting the amounts and disclosures in the financial
report, and

« assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of
significant accounting estimates made by the directors.

When determining the nature and extent of our procedures we considered the effectiveness of management's internal
controts over financial reporting. Our audit was not designed 1o provide assurance in refation to internal controls.

independence

in conducting our audit, we followed applicable independence reguirements of Australian professional ethical
pronouncements and the Corporations Act 2001,

The Directors’ Report attached 1o the financial statements includes a copy of the Independerice Declaration given to the
Directors by the lead audior for the audi. That Declaration would be on the same terms ¥ it had been given fo the
Directors at the time this audit report was made.

HLE Mann Judd {WA Partnarship)
1% Rheola Street West Perth 6005, PO Box 282 West Parth 6872 Western Australia. DX 238 (Perth) Telaphone +61 {08) 9481 0977, Fax +81 (08) 481 36886,
Emait: hib@hibwa.com.au. Wabsite: hitpe/iwww.hib.corau

Fastners: lan H Barsden, Torry M Blonkinaop, Litsa Christodulos, Wayne M Sferk, Lucio T Gialionarde, Colin B Eramotl, Trever & Hoddy, Nerman G Neill, Fefer J Speachley

HLE Wann Judd (W Pasinerehipl is 2 member of Internationad and the HLE Mann Judd Hational A tatbon of ind ing firme




Stratatel Limited

INDEPENDENT AUDIT REPORT (continued)

Audit opinion
in our opinion, the financial report of Siratatel Limited is in accordarice with:

{a)} the Corporations Act 2001, including:

{iy giving a frue and fair view of the company’s and consolidated entity’'s financial position at 30 June 2006 and of
their performance for the year then ended; and

{iiy complying with Accounting Standards in Austraiia and the Corporations Regutations 20071; and
{b} other mandatory financial reporting requirements in Austrafia.

HLB MANN JUDD
Chartered Accountants

Perth, Western Australia N G NEHLL
19" September 2006 Partner
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Stratatel Limited

ADDITIONAL INFORMATION FOR LISTED PUBLIC COMPANIES

1: S8hareholder information

{a)

{b)

{c)

{d}

{e)

{

Distribution of shareholder numbers

Category

1 - 1,800
1,001 - 5,000
5001 - 10,000

10,001 - 100,000
168,000 - and over

There are 49 shareholdings held in less than marketable parcels

Substantial shareholders

Ordinary

27
15
80
221
135

458

The names of the substaritial shareholders listed in the company's register as at 31 August 20086 are:

Shiareholder

Mr Michaet Fairctough
Topsiield Pty Lid
Mr Mark Jobling

Voting rights

Number
ordinary
B,697 464
7,407,820
4,492 080

At members’ meetings, each eligible voter (ie eligible member, proxy, attorney or representative of an eligible
member) has one vote on a show of hiands; and one vote on a poll {except where a share hias not been fully
paid, that share will only confer that fraction of one vote which has been paid, and if the fotal number of votes
does not constitute a whole number, the fractional part of that total will be disregarded). This is subject o the

following:

(i) Where any calls due and payable have not been paid;

{it} Whiere there is a breach of a Restriction Agreement;

{i#) Whiere a member and their proxy or atiorney are both preserit at the meeting, or if more than one
proxy or attorney is presernit;

{iv) Where a vote on a particular resclution is prohibited by the Corporations Act 2001, Listing Rules,

ASIC or order of a Court.

Company secretary

The name of the company secretary is Paul Kenneth Brown

Registered office

The address of the principat registered office in Australia is:

Level 1, 1254 Hay Street
WEST PERTH
WA 6005

Register of securities

The registers of securities are held at the following address:

Computershare Ltd

Level 2, 45 5t Georges Terace
PERTH

WA 6000

- 43 .



Stratatel Limited

ADDITIONAL INFORMATION FOR LISTED PUBLIC COMPANIES (continued)

{g) L argest shareholders — ordinary shares
Number of ordinary % held of issued
Name fully paid shares held ordinary capital

1. Mr Bichaet Fairciough 7,646,464 9.61
2 Mr Mark Jobling 4,492,080 5.65
3. UBS Nominees Pty Lid 3,152,536 3.86
4, Topsfield Pty Lid 2,859,238 3.59
5. Australian Executor Trustees Limitad 2777778 3.49
6. Topsfield Pty Lid 2,640,435 3.32
7. ANZ Nominees Limited 1,942,424 244
B. Topsfield Pty Lid 1,908,147 240
8. Keygrowth Trading Pty Lid 1,726,115 217
10. Jasper Hili Resources Pty Lid 1,600,000 2.01
11. JWS Investment Py Ltd 1,298,042 1.63
12 Rod Clark & Associates Pty Lid 1,200,000 1.51
13. Mr Theo Clark 1,106,000 1.38
14, Nicholls Nominees Pty Lid 1,106,000 1.38
15. Brindle Holdings Py Lid 1,033,308 1.30
16. Elinora Investments Pty Lid 1,011,111 1.27
17. Stariet Properties Pty Lid 1,000,000 1.28
18. Mr Burray McGilt & Mrs Suzanne MeGill 945,230 1.19
19. Cornela Pty Ltd 751,442 0.94
20. Mrs Eileen Lei-Ling Leiko Culleni 686,000 0.85

45,870,350 51.36

{h) Stock exchange listing

Quotation hias been granted for all the ordinary shares of the company on all Member Exchanges of the
Australian Stock Exchange Limited.

{ih Restricted securities

As at 31 July 2008 there were no restricted securities on issus.

v £



