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cents per litre.

it China Montec can confirm it
is currently receiving 17.7
cants per fitre being the com-
bined Prermix Hoyally and
Manufacture Royalty. The pro-
motional pricing introduced
since launch on 1st March
2004 has not included a pre-
mium rovaity as this will be
considered prior 1o national
market entry folfowing con-
suner market research with
existing customers. It should

be noted that the 15% share of
the Premium royaity and Manu-

facturing Royalty in respect of
products sold in China that is
10 be shared with the Chinese
naticnal shareholders of
Chongging Montec Co Lid as
set gut in the prospectus re-
mains unchanged at this time.
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MEL’S MONTEC MEMO

BY MELINDA GAINSFORD-TAYLOR

Obesity and in particular
childhood obesity is regular
topic in the media.

It is interesting to see the
fast food outlets changing
their menus to provide
healthy atternatives, as a
response to the constant
media pressure.

| spend a ot of time working
with chiidren to encourage
them to paricipate in sport-
ing and other physical activ-
ity. An important part of the
education process is to
teach the importance of diet.

In the coming months | will
he working ciosely with Mon-
tec to investigate potentiat
promgotional programs that
encourage kids to get out
and exercise, eat well and
have fun. A key benefit of the
programs will be {o raise the
awareness of the products
that utilize Montec's technol-
ogy and Moniec itself.

As we all know we have an

aging population which is
expected to have a major
impact on the health budget,
i recently read an intergsting
report titled “Estimated
Healthcare Savings Assock
ated With Adequate Dairy
Food Intake”. This was a US
study that appeared in The
American Journal of Hyper-
iension.

One of the findings of the
report was “From the calow-
lated annuat ihpact, we
generated firstyear and fifth-
vear healthcare cost savings
that would acorue if adult
Americans simply increased
their intake of dawry foods to
the currently recommended
3 to 4 servings per day. Us-
ing conservative estimates of
potential benefit, we project
firgt-year savings of approxi-
mately $26 billion and Syear
curmdative savings in excess
of $200 bilion.”

Given the similar nature of
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lifestyle and diet of Austra-
lians and Americans it would
be interesting to see the
savings that could potentially
he mads here.
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Further details on dates and
loecations will be provided in
apcoming newslerters and
on the website,

FROM THE

Dear Shareholder,

Weicome 10 the first issue of
“Maontec News”. The Direc-
tors and Management of
Montec will use this publica-
tion to keep you updated on
the latest progress of the
company as wall as informing
you of upcoming events,
such as investor update
meetings and of course the
AGM.

| arn very pleased to report
that following much hard
work we have successfully
launched our first product
into Qingdao, China and roy-
atties from the sale of prod-
uct in China are now being
received here in Australia. A
rnore detailed report of this
activity is included later in
thig newsletier.

As flagged in a number of
recent ASX releases we have
noted the cpportunity which
the National Agency Network
in China presents {o Montec.
The initial focus of Montec's
involverment with the Na-
tional Agency Network will be
centered on Beliing and
Shanghat. The pursuit of the
National Agency Network
opportunity reguires an addi-
ticnal period of time for our
dairy processing pariners o
increase their evel of pro-
duction, resulting in the com-
mencement of the Meng Tai
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Managing Director
roflout timetable being ex-
tended accordingly. Due to
this adjustment in the time-
line the commencement of
the forecast additional reve-
nues has been extended.
Included with this newsletter
is a brochure produced {o
support the launch of our
Meng Tat Mitk product into
the Chingse market. The
official taunch in the China
market of our Meng Tai Milk
mroduct was held on April 2.
The launch ceremony was
attended by officials from the
Ministry of Agriculture, Senior
AusTrade Hepresentatives,
Montec Management and
Media Cutlets. As a resuilt of
the event Montec received
positive media exposure both
on television and in the

DIRECTOR

press.

You will also find a Share-
holder Contact Election form
and reply paid envelope. The
purpose of the form is to
allow you {o elect to receive
natification of the Annual
Report by email. In addition it
allows you 1o elect to receive
the newsletter by ernail. in
future we intend to release
the newsletter in electronic
form only, available alsc on
our websile,

While we have been very
focused on the launch of
Meng Tai in Qingdac we are
also working to extend the
range of products that utilize
our patented technology. Dr
Bu, our Director of Product
Developrment, who was criti-
cal in the China product
taunch has now turned her
full attention o the product
development process. { look
forward 1o providing regular
updates and invite all share-
holders to forward questions
ofr concermns 1o us. This news-
letter is @ vehicle to provide
relevant and useful informa-
tion and as such we welcome
any suggestions for articles
that you wish to be included.

Yours sincerely

MONTEC LAUNCHES NEW WEBSITE AND

INVESTOR RELATIONS SERVICHE

in order to provide timely
information and 1o better
service shareholder enguir-
ies, Montec has updated ils
website with a new look and
updated content to include
arn investor relations section.

This is the first of three

stages in the website redes-
ign. The second stage will
include updated corporate
profile information and the
third stage will be providing
additionat investor relations
functionatity.

fMontec has also assigned a

dedicated phone number fo
service invesior refations
questions and reguests. The
details are as follows:

nvestor Relations Team
honteo nterrational Limited
Phone: 02 9251 6256
Fan: 02 9251 6544
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“.every litre of ‘Meng
Tai’ milk sold equates
10 a royalty of
AUDI7.7 cents..”

Newsletter #1

Montec News

SPECIAL REPORT TO MONTEC INTERNATIONAL SHAREHOLDERS

The Jollowing article was announced fo the ASX on the 25th May, we reproduce it here for sharcholders who may not have seen the annonncenent,

Given the substantial pro-
gress by Montec Interna-
tional Limited {“Montec” or
the “Company”) since listing
on the ASX in mid November
2003, it is timely given the
generation of the first rovally
receipts in China, to provide
shareholders with a report
on the valuable progress
made.

The achievernent of the ob-
jectives set out in the Com-
pany's prospecius can be
saen through a review of the
key rnilestones set out be-
lowe.

The milestones listed below
were necessary as a founda-
tion for the business of Mon-

tec fo be conducted in China.
Gingdao, a port city 800
kilometres 1o the South of
Beijing has proven to be the
ideal ‘piiot’ city for Moniec fo
iaunch is initiative, as Qing-
dac has broad demographic
characteristics, being coastal
it is a holiday destination for
people from all over
mainfand China, and enjoys
a population of approx-
mately 7.5 million people
through cut the vear.

To better understand the
potential of Montec, a review
of the week to week growth
in ‘Meng Tai' mitk sales vol
uine is worthwhile, as 'Meng
Tai' milk sales translate to

Mono Pure prermix {“premix™
sates. This premix demand
is the basis of Meniec's busi-
ness.

The following graph presents
the weekly sales volume in
litres of ‘Meng Tai' milk since
introduction to the Qingdac
market and the correspond-
ing kft in weekly premix sales
volume for the two month
period to 30 April 2004 ax-
tended to show the expected
saies volumes based on
existing usage patterns and
forward purchase orders for
the two months to 30 June
2004,

[t is important o note that
avery litre of ‘Meng Tai' mitk
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MONTEC MILESTONES

Successful ASX Listing

12 November 2003

Exercise of the Asia Pacific Call Option and other contractual arrange-
ments to secure the intellectual property for moncunsaturated dairy

14 November 2003

First shipment of monounsaturated dairy premix fo Qingdao, China

3 December 2003

Cormpletion of Montec’s ‘Meng Tai' trademark application, finalisation of

the milk packaging designs, receipt of most Chinese statutory approvals | 15 December 2003

and "Meng Tai” milk packaging ordered. Point of sale merchandising
and in-store promotional materials developed and the media advertising

carnpaign finalised

Full production trigl completed and supermarket entry approval gained
for both UHT and Fresh products

29 lanuary 2004

Montec's ‘Meng Tai' mitk on sale in Qingdac. China through supermar-

kets (direct entry}

23 February 2004

Montec's ‘Meng Tai' milk on sale in Qingdao, China through wholesale

and vendor network

8 March 2004

fMontec's ‘Meng Tai' mitk on sale in Qingdac, China through agents

15 March 2004

Meoniec announced its intention to progress ‘Meng Tai’ milk distribution
through greater China via the National Agency Network, commencing

with Beiiing

24 March 2004

Officiat launch of ‘Meng Tai' product and cornmencernent of the media

carnpaign

2 Aprii 2004

sold equates to a rovalty of
AUDAT.T cents per litre of
milk, or AUD$40.18 per
kilogram of premix sold as
one kilogram of premix pro-
duces approximately 227
titres of ‘Meng Tai’ branded
moncunsaturated mikk.

in the above chart, the lift in
premix volume in the last
week of gach month repre-

sents the release of inven-
tory to fill forward orders.
These orders are being
placed hy Montec's dairy
courterparty which is build-
ing premix inventosy levels
as a buffer in the lead up to
the manufactre of ‘Meng
Tai” milk products for reiease
into the Beijing arm of the
National Agency Network.

These premix volumes, com-
bined with premix volumes
utitised in the manufacture
of product for the Qingdac
market, are the basis for the
royalty presented in the table
helow.

The trend in premix royaity
revenue earned, or expected
to be earned, on the above
sales volumes through to 30
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Meng Tai Distribution Points of Presence & Monthiy Royaity
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—e— Monthly royalty (AUS}

June 2004 is as follows

The impressive lift in royak
ties through the period has
heen a resull of an efficient
product roll out and selection
of prime retail points of pres-
ence 1o secure distribution
reach.

As was announced on 240
March 2004, Montec has
actively pursued an opportu-
nity to participate in the Na-
tional Agency Network which
services greater China, in-
cluding the important mar-
kels of Beljing and Shanghat.
For context, the markets of
Beijing and Shanghai alone
represent markets of 30
million and 20 million people
respectively. Due to their
superior demographics these
two gities, combined with
their outer-lying regional
cities and provincial areas,
have the capacity to deliver
up to 80% of the market
potential of the Montec prod-
uct.

The agreed terms with the
Nationat Agency Network are
pariicularly encouraging.
Under the terms of the

agreernent, Montec will be
reguired to initially deliver a
minimum of 1,000 tonnes
{one miilion litres) per month
of totat ‘Meng Tai’ milk prod-
ucts into the distribution
ngtwork. This delivery is 1o
buiid to 3,000 tonnes per
month by the end of the first
12 month pericd. Whilst the
distribution network as the
name suggesis is national,
Beifing and Shanghai will be
the initial focus with a target
comrencement date of Sep-
tember 2004,

Dv Xuegin Du, an Executive
Director of the Company, is
currently focussed on the
product extension potential
of Moniec's intellectual prop-
erty. Over the nexttwo
maonths Dr Du wili be actively
working with certain of the
Cormnpany's counterparties to
develop a range of monoun-
saturated dairy products
heyond natural ‘Meng Tai’
mitk. As these product exten-
sions clear the necessary
mandatory Chinese testing
regime, they will be aisc
made available o the exist-
ing distribution channels. In

addition to natural 'Meng
Tai’ milk the Company ex-
pects to have four other
products available for intro-
duction into the National
Agency Network.

Whilst China is currgntly the
focus of the Company's ac-
tivities, good inroads have
been made in progressing
opportunities for Montec's
products in other regions,
including a range of vertical
rnarkets both in Australia
and cther parts of the Asia
Pacific region.

The Company greatly values
the ongoing support of is
shareholders, and is com-
pleting initiatives o make
this information and future
reporis available in both
electronic and static media
form to keep shareholders
fully informed of ocur pro-
gress.

Yours Faithfully

Malcolm Campbell
Managing Director
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“delivery is to butld to
3,000 tonnes per
month by the end of the
Jirst 12 month period”




