


Notes to the Financial Statements
Directars” Declaration

Euditor's Independence Declaration
Independent Audit Report
Addittonal information

Corporate Directory

o6

&4




O DO E It A T B G T O
LUV B A I D N O A N N

H P S Sl .
§ %}/}/}X‘ g ? %}/}/}X‘ %{(
TR T T e

Dear Shareholder,

| arn pleased to report that suBisequent te year end significant progress has

bean made iz both improving the basic apon which Montec International

Limited's {"Montec” or the "Cempany™] business is being conducted in China

and the identification and distiliation of the commerzial opportusity availabie to the Company.

| believe the Cormpany has laid 8 feendation for the future. The Company is new exploring exciting opportunities
in its extended product range including monounsaturated ice-craam that could see Montec moving inte a closer
commercial relationship with the Beiling Sanyuan Group so as te broaden the basis on which the Company doses
business in China. The menounsaturatad ice-cream technolegy is the subject of a patent spplication which is

expected to provide warldwide opportunity.

The past financial year has been ene of signidficant challenge for Montec as is reflected in s loss frem ordinary
activities of approximatety $5.3 millien for the financial year ended 30 June 2006, These resuits fargely rafiect the
continuing delsy in the execution of the Company’'s plans for China expansion. A review of the faclors
contributing fo the delay and the action taken is set out in the Managing Direclor's report as are the immediale
sglans for the Sempany's business in China, Critical to the realisation of these plans is the nead for further eguity

funding, the provisios of which s the current focus of directors and managemsnt,

[ 'would like Lo pay triute to the work of the incurnbent Managing Sireclor Peter Herd who has provided valuable

direction and stability o the business of Montec subsequent te year end, having assumed this role at a difficult

point in e Company's development. Thanks must alse be extended to Or Xuegin Cu and Mr Lin Yuansheng for

their tireless offorts in d

On Behal! of the beard of directors and management, { would ke to thank all stakeholders in the Company for

their continued support during Montec’s third year as a public company.

Yours Faihlully

o J

Terry Cuthbertson

Chairman
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For the most part, the year has been one of
frusirations and challenges, punctuated by a number
of false siarts and delsys, mostly net of Montec
Inrarnazional Limited's {"Montec” or the "Company’|
mazking. These unloresesable delays and the
necessily to re-estabiish processing parlnerships
have seriously depleted working capital reserves, to
the point where explaitation of opporfunities already
identified can only be achieved with & further capial
injection. Bowsever, urderlying this, the Cormpany has
been able to make significant prograss in building a
gistribution model, gaining markel access io major

pogulzlion certres, and in ferming a birm partnership

with the Beiiing Sanyuan Group.

This parinership, the distribotion network and
Montec's specialised “healthy dairy” propasition
backed by ongoing product innevation, provides the
basiz for confidence that with the necessary capital
support, a sound base for future growth can be
established in the iarge and rapidly expanding China

dairy markel,

. N,

Chatlenges in Ching

Following the farge-scale market test of Montec's
moneunsaturated silk concept in Qingdao during
2004, attention was direcled foward establishing the
processing and distribution capabilities for breader
market penetration in 2085 Initisl agreement was
reached with Tianjin Haihe Dairy to facititate
processing and packing of Mentec's "Meng Tai"
brand, with distr:ibution being co-ordinated via cur
agreements with the National Agency Nebwork
["NAN"L This

up by an incident that negatieely influenced market

launch was disrupted soon alter start

percegtions of all products manufactured by Haihe
and so forced a halt to the marketing of Montec's
brand. Subsequently, agreement was reached with
the Fujian Changfu Group to facilitate processing in
Southern China and roll out of the company’s "Meng
Tai" brand in Shenzhen through the NAN distribution
network. This arrangement stalled as plant capacity
ab Fujian Changfu was absoried by third party
contract packing dermand to the extent that Fujian
Changfu could nol provide processing capacity for

Montec brands.,

In June 2005 the
Company was able
te anneunce signing
of an agreament
with Beijing
Sanyuan Foods Limited ["BSF"], one of China's
largest foed, beverage and dairy companies. The
partrership, in providing the combination of dary
processing capabilities and an extensive cold chain
distribution struclure, offars the potential o extend
the Montec product range beyond uitra heal treated
["UHT"] milk and yoghurt
chilled yeghurt

drinks into fresh milk,

we craam and dairy desserts

capitalise on the development zlready sndeariaken
for these products, The focus then turmed o
finaiising working arrangements betwean BSF and
our counter party, MTR, s¢ building towards the full-
scale launch of UHT mitlcin the majer cities of
Beijing and Shanghai. This was to be achievad in
partrership with BSF by growing cotlet numbers
through agreements with distribution agents, major
retail chains and independent steres and exlending
the distribution already achizved in Shenzhen
through NAN.

This momenturn stalled at the end of 2005 through

the necessity Lo revise both the formulation znd
procassing procedures of Montec UHY Lguid milk
Tt

of new regulations imposed by the feod autherities

products

= was necassifated by the :ntreduction

irn China, which required that milk products
manufaciured with reconstituted milk clearly
disclose this on packaging. While it was net expaciad
initizly that these regulations weuld apply fo
Montec's products directly, independent advice
indicated that changes were needed to ensure
compiznce. L was considerad prudent to reduce the
scale of the roll out during Mevernier 2805 threagh
February 2004 Lo minimise the potential for product
considersd by retailers and/or authorities i be non-
cormpliznt and therafore returned alter the new
standards came into effect in Janvary, 2086, In
Fabroary the Company was able to announce
compliance with thess standards and the produciion
ol 48 tonnes, 60 tennes and 80 tonnes of UHT milk in
Cecamber, January and February respectively, BSF
wers insirumentsl m achieving comeliance in milk

processing through their capacily to supply



concentrated skim milk, being one of the tew
processing companies in China capable of doing so.
Thiz skim mitk concentrate capability makes our
ralationship with BSF critical to the future
developrment of both cor UHY and planned fresh Lguid

mitk and yoghurt business,

It becarne apparent during the first guarter of 2004
that the spead of market penatration was and would
continue to e limited by the resource Hmitations of
ur China business struciure, Witheut muitiple
processing partners sharing the pipeline fill and
markating startup coests on a regional hasis, as
envizaged in the original model, market penetration
and volume growth woeoeld be unacceptably slow. This
would chalenge the capital reseurces of both the
Cempany and our processing partner. Negotiations
withy B5F which included discussions on pelential
further appertenities beyend UHT milk, lad o the
signing of & Product Coliaboration Agreement in
Septermnber 2006, By this agreement BSF commits o
precessing of Montec brands and the saie of these
brands threugh their distribution network, primarily in
Beijiing, bot alse Shanghai. To evercome the initial
working capial stalermnate, Monlec threugh its China
based agent, MTR, agread o fund ex works product
purchases znd store entry fees during the initial
months of launch, with the intestion being Lo reverl to

a licensing model or some hybrid mede! in 2807,

As pravicusty slated, the delays of the last two years
have seriously deplated capital reserves o a paint
where the agreements now reached with Sanyuan
cannot be exploited without the Company achieving a

significant new capital injection.

Current Situation

Subsequent to the departure of the forrmer Managing
Directer, management conducied a full review of the
Chinz hoziness and an assessment of the business
model The assessment concluded that whils the
business model of Heensing both tachnology and
proprietary rands can be wiable in the longer term,
as a function of consermer marketing support, preduct
extensiens and geograghical market penetration, it
witl take some tme to transition Lo this medet and

generste satisfactory returns.

The Company has bailt the basis for
a solid partnership with BSF which
provides access not only to
processing capacity for UHT milk, but
also extension into other producis
and impertantly, a strengthening of
aur distribution model in hoth
ambiznt and chitled products
through the important pepulation
centres of Beijing and Shanghai. 0f
equal signilicance, the Company has

buelt a distribution model, which

provides access o and angeing
rmanagerneant of 5,002 outlets in Beijing and Shanghsai,
plus geograghicat expansion into Shenrhen and
Qingdao. This model, while a hybrid of sorts, reduces
dependence on traditionsl agest arrangements by
uilising a combination of channeis, with Begjing and
Shanghai serviced by BSF and a dedicated Montec
rmarket devaleprnent team, Qingdao managed directly
by MTR and the National Agency Neltwork
ceerdinating broader gecgraphical expansion inlo
Shenzhen and later, Fujizn and Dalizn, The initial
priority is an outlel rather than volume growth as the
Company aims to establish availability for UHT
ronognsaturated white and flavoured milks in not
less than 4,000 cutlels in these aress by June 24807
Secondly, from this availability base, grow sales
voilume per stere through consumer marketing and
continue to expand everall availability and market
penetration. Although seen to be appropriste for the
irsnediate neads, in the future consideration will

be given o simplifying this model and reducing

zelling costs.

The Company, under the Product Collaboration
Agreerment with BSE expects to realize revenue
equivaient to $8.177 per litre, plus 2 frademark
licencing fee and sorne revenue through cream
recovery from raw milk processad, It must be clear
However that these revenue streams wilt be fully
absorbed in establishing the Cermpany’s milk bosiness
through the agreed re-investment iz working capital,
advertising and promelion sugpert and overheads

the China business,

associaied wii
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The dairy market in China continues te display
strong growth, both overalt and within each major
segment of ice cream, yoghurt and milk. Tetal
velurne of all retail dairy seles exceeded 874 million
tennes in 2805 [Access Asia Limited, 2806] and
displayed growth rates in excess of 10% per annum
irs each of the last five years. Rising incomes, a
broader adoption of western-style foods, increased
penetration of home refrigeration, impraved coid-
chain distribution systems and an increasingly
sophisticated retail environment are all faciors

wihich have contributad to and wiil continue Lo drive

this growth,
for 7% of this volume and represent 2% of the
vaiue of ali retail dairy sales. lce cream, &t 478
million tennes is the largest dairy product sector,
foliowed by Lauid milk, at 2,97 millien tonnes, and
yaghiurt [both chilied and drinking) at 1.06 millien

tannes. [Access Asia Limited, 20068

In the medicm term, salistactory Enanciai returns
cannet be achieved from a husiness focused solely

on UHT milk, theugh this may e pessible in the

longer term. Faclors Bmiting volume growth include:

o While limited to UST milk the Montec market

af the tolal

offering addresses enly 50% to 68%
Houid milk markeat, a market of 2.9 bitlion fitres

ar N,

*  Market penetration will initially focus on Beiiing,
Shanghai and Qingdao, which tegether reprasant
zhout 9% of total China milk censumption,
iAccess Asiz Limited, 2084] ; and

»  Penetration of Buzngdong through the NAN
natwork, while providing access to a further 12%
of the market, will be slewer than praviously

forecast,

Howeaver the early focus on UHT milk represents 3
prudent strategy in establishing a sales and
distribution network and introducing the "dairypure”
brand along with our healihy dairy consumer
message, before brozdening the praducd range to

chilted dairy.

ce crearmn and yoghurt tegether account
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The precessing partnership with BSF and a
distribution nerwork initiatly focused on the afiluent
popuiation centres of Beiling, Shanghai and
Shenzhen does provide a core business syslem upon
which Lo buitd for the fulure, Efforts will continue to
be directed toward strengthening market penetration

s

hese greas to exploil the recognised potential 1o
expand cullet numbers in the langer term. In
addition, the Natieral Agency Network has identified
Fujian, Dalian and Guangxi as targel markets in
2007, Markeling expenditure, primarily store entry
fees, has initially bean directed towsrds achieving
autiet growth. Fulure expenditures will have 2
consumer focus to develop the brand franchise and
grow volume per outlel, thereby teverzging our

broadening availability.

The addition of groducts such as drinking yoghurt,
chilled yoghurt, fresh milk and ice cream, marketed
in coliabaeration with BSF te an expanding proportion
af the total pepulation, dees eHer the prospect ¢f
crealting returns {o sharsholders. The Company is
currently pursuing the strategy of strengthening our
partrership with BSF and extending the "dairypure”
brand fn a broader dairy offering. Flavoured mitks,

3

Uiated to mest

with a taste profile specifically fors
consumer preferences, have baen included in the
initial UHY offering. Simitarly, a range of drinking
yoghurts has been formulated as additional product
offerings during the peak summer season of 2807
Crinking yeghurts are an increasingly popular dairy
product, reprasanting abeul 20 percent of the tolal
yeghurt rnarket. Application has been made for
patent protection of monounsatursied ice cream

deveioped by Br Ou and bar team in associalion wath
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our ingredient partner, 158 in their Shanghai product
development facility, This will provide access nelt only
to the £ 7 million tenne per annum refail ice cream
markel which tends o he concentrated in our cora
distribution areas of Beiiing, Shanghat and Guandong,

but alsp the expanding food service industry, These

AL
il

developments oifer oppartunities to expand the h : o -
reveniue base through revenues generated across the
broader dairy market and also the poiential to extend
the longevity of licensing arrangemeants and the

Company s inteilectual proparty.

The product develeprment team, in association with
15 Shanghal, are progressing product concepls

initiated with Tenet Jove Technological Develnprnent

2

T

Co., Lid, a major produecer and retaiter of health cars -

dhi

products in China, These products offer the potentizl

to extend the Company's core technelegy to functicnal

focds and new growth epportunities. ¥ should be ) , ;
’ ) ) Despite thesa challenges, the Company has besan
noted howevar that the process of reguialory approval T ) .
o ) : able te make sigaificant progress in building 2
for these prodects indicates that fuil S § o ) _
o - ) distribution model, gaining market access to major
comnercialisation will reguire 2 further 1210 18 ] - T ]
’ o popuiation centres, and to building the partnership
months development and testing. ) - . o o
with the Beijing Sanyuan Group. This partnership, the
distribution network and Montec’s speciatised
T ; . “healthy dairy” propostion backed by engoing product
Austratiz and Asia _ yeany propes B engeng
innovation and extensions, provides the basis for

The Comparny has maintained the established . I . )
pany = confidence that with the necessary capital support, a

Heensing arrangerments with Dairy Farmers in . L )
4 J 5 i sound base for tuture growth can be established in
Australia, under which Cairy Farmears market the ; . . . .
y : ’ = e the targe and rapidly expzanding China dairy market.
Farmers Best” brand.

Yours Faithfully,
Megotialtions are ongeing with petential partners in
rd and indonesia, with the expectation that /M%.w_
commercial arrangemeants can be concluded in the -
near future. Peter Herd

both Thaid

Maznaging Director

Creprebainn Montec International Limited

This has been a chalienging year for the Company.
The false starts, delsys and restructuring that
punctuated the year have required significant
commitrment, dedication and flaxibility

friom the executive tearm and the Board. | taks this
opporiunity fo thank the existing Beard and senior
axecutive team that includes Xuegin Do 2nd lan

Maltman i

their counsel, support and advice
durisg the dificull transition period expariencad in
g

recent manths,
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Unless discussed below, ail the best praciice
recammendalions of the ASX Corporate Govarnance
Council have ean applied for the financial year

ended 30 June 2806,

e

Board Composition

The =kills, experience and expertise relavant io the
position of zach director whe is in office at the data
af the 2nnuat report and their term of office are

detailad in the director’s reperi.

The names of independent direclors of the

Cornpany were:
»  Tarry Cuthbertson
o Pater Herd [assumed Managing Director role

from 28th Zuly 2004

When determining whether a non-executive director

s independent, the direclor must not fa:l any of the

foliowing materiality threshelds:

o Less than 8% of Cempany shares are held by the
director and any entiy or indadidual directly or

indirectly assacialad with the direclor;

»  Np saies are made Lo or purchases made from
any entily or indwvidual directly or indirectty

associated with the direcior; and

»  Nong of the directer’s income or the income
of an individual or entity directly or indirectly
associated with the director is derived from a
contract with any member of the economic
anlily cther than income derived as s diractor

of the antity.

Independent director's have the right to seek
independent professional advice in the furtherance
of their duties as direclors st the Company's
axpense. Wrilten approval must be obtained from
the chiairman prier o incurring any exparnse on

behalf of the Company.

The names of the membears of the neminstion and
remuneraiion comimittes and thair aitendance al
mestings of the comemittee are detsiled in the

directors’ report,

S
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Trading Policy
The Company’s policy regarding directors and

employees trading in its securities, s sel by the

board of directers. The policy restricts direciors and
arnployees from acting on material infermation untif
il has been relzazed to the markat and adequate
tirne has been given tor this to e refleciad in the

securities prices.

Audit Commilttes

The names and gualilications of these appointed o
the audit commitiee and their attendance at
meetings of the commitlee are included in the
directors report. Wa nete that for the financial year
ended 30 June 2806 the board and audit committes
weere chaired by different independent directors, and
from: 28 Juiy 2004 Lo the date of this report both the
board and audit commillee were chaired by he
same individual, Mr Herd assumed the Managing
Cirector’'s role from 28tk July 2806 and as 2 resal,
Mr Cuthbertson assumed the rode of Chairman of
the awdil comnmitlee. Whilst not i accordance with
best practice recommendations of the ASK, it was
considerad the most appropriale arrangement given

the clircumstances,

The Company is commitied to ensuring that the
most efficient and effactive service is derived from
the external audit function and has determined it
will tender audit services on a thrae year cycle
rather than automaticaily re-appointing the
incurnbent. The Company recognises the importance
ol audil partner rotation and has adopted a pelicy

requiring lead audit partner rotalicn every five years.

Ferformance bvaltuation

An annuzal perfermance evaluation of the beard

and ail beard members will be conducted by the
Chairssan in Becember 2006, 25 this wili be
approximataly one year since the last evaluation.

The Chairman will speak to each director individuaity
regarding their role as director. The outcomes of

these discussions will be implementad and the

pertorsrance criteria and goals for the next year wili

be established.



Femuneration Policies

The remeneration policy, which sals the terms and
conditions for the Chiel Executive Clicer and other
senior executives, has been reviewsd hy the
ramunaration committee and approved by the board.
Executives receive a base sslary, superannuation and
fringe benefits. The rarmuneration committes reviews
executive packages annaally by reference fo the
Company's perfermance, executive performance,
comparable information rom induslry sectors and
other listed cempanies and independent advice. The
poticy is designed Lo atlract the highest calibre
axecutives and reward them for perfermance which

resulls in fong-term growth in shareholder value.

Executives may also be invited to participale in the

employee option arrangements.

The amount of remuneration for ali directers and the
highest paid specified axecutives, including all
monetary and non-maenetary componenls, ara
detailed in nete 6 to the financial report, Ail
ramuneration paid o execuiives s valued at the cost
to the Comparny and expensed. Options are valued

using the Black-5choles Option Pricing Model.

The board expects thal the remuneration siructure
imglemented will result in the Company being able to
attract and retain the best axecutives o run the
aconemic entity, 11 witl also provide executives with
the nacessary incentives to work to grow long-term

shareholder value.

The payment of share eplions and other incentive
payments are reviewad by the remuneralion
committee annually as part of the review ol executive
ramuneration and a recommendation is put 1o the
toard for approval. AL options and incentives are

Hinked to predetermined performance criteria. The

toard can exercize ifs discretion in relation o
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referance to measursble performance crileria.

Mormination and
Remuneration Commitiee
The names of the members of the

remuneraiion commiltee and heair

attendance 2t meetings of the cormm

are detailad in the directors’ report.

There are ne schemes for retiremant
banafits other thas statutory

superannuation for nen-executive direclors,

Cther Information

Information relating to the Company's

cerporate gevernance practices and policies is to be
made peblicly available on the Company's website at

wywwmnniec-intarnsiionzl.com ag in due course,

This material will inciude:

e A descrigtion of the procedurs for selactien and
sppointment of new directors to the bozard, and the
charters for both the remuneration and
nemination commillze and the audit comemitlee.
Aleng with the audil comrmities charler will be the
Company's poticy an lead aedit partner retation
and the pelicy for appointmeant of external

suditors;

*  The Company's share trading policy and an outline
ofits fecus and grinciples of corporate
governance, These principles of cerporate

governance are designed te prormioie ethizal and

i

%&f o

responsible decision making;

»  The Company's approach to compliance with AS)

Listing Rule disclosure requirements; and

* A description of the Company’s risk management
policy and internal compliance and contral

syslems,

The Company is committed to e recegnition of the
legizimate interests of ali shareholders and complies
with fegal and ethical frameworks to deliver this

o~

TEOMME.
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Your directors present their report on the Company

and its controlied entities for the financial yesr

anded 38 June 2806,

Directors
The narmes of directors in office at any time during

or since the end of the year ara:

Terry Cuthberison

Matcolm Campbell {resigned 28 July 2004}
Pater Herd

Xuegin D

Lin Yuansheng

Roger McGrath (aliernate for Mr Lin
Yuansheng, appointed 19 July 2004]

The term of office for each director is thres years
[ror the date of appointmeant, at which time thay
may offer themselves [or re-glection, Direciors have
been in office since the slart of the knanciat year to

the date of this report unless cltherwise stated.

I3

Frincipal Activities
The principal activity of the ecenomic entity during
the financial year was the markeling and lizensing

of monounsaterated dairy technelegy.

I3

ecenomic entity' s princigat activily during the

There was no sigeiticant change in the nature of the

Fnancial year

Liperating Resuils

The consolidgated loss of the econemic entily after
providing for income fax and eliminating minority
interests amounted to $5,253 706 12005: $4,458 948

alter restatement under A-FRSE

Dividends Pald or Recommended
Mo interim dividend was declarad or paid during the
current financial year. The directers are
recernmending thal ne Enal dividend be paid in

respect of the year ended 30 June 2004,

Heview of Uperations

The financial year ended 30 June 2004 has been one
of signilcant challenge and less visiiie resclts. The
Company had baen set for a fult scale roll out of &3
moncunsaturated dairy technology through
Shanghai and Beijing in the form of dairypure
branded milk products during Gecember 2005, This
did not happen as there was 3 change in food
standards in China that reguired a re-enginesring of
the Cempany’s monounsatuerated technology to
ensure compliance with this new standard, This
comphzance was subsequently achieved through
valuabie support from Beijing Sanyuan Foods, our

processing partner in Chins.

Further defays were then encountered by the Montes
teary in China emanating from a confiux of factors
including protracted efforts to secure distribution
arrangements that required store enlry baing
contracted. These most recent issues causing the
delay are thoughtl to have been resolved. With these
matters addressed the Company is confident of
distribution execution over the next six months

subject te no unfereseen issues eventuating, and

sufficient capitat being available.




S

The Company has made some progress on new

technology developrment in additien to the

modifications to existing technology mentioned above.

During June 2806, Montec submitted an application
for patent protection for monounsaturaied ice-cream,
The Company plans to develop a range of commercial

opporiunities from this techinelogy development. A

range of commercial opportunities continue to be
pursted in certain of the Asia Paciflic countries which
witl, if successful, result in ferther lizensing

arrangerments being contracled.

Fram a financial perspactive the year ended 30 June
2006 has bean characterised as a peried of further
developmenl where expanditure has been incurred

with an expectation of future revenges being earnt.

Significant Changes in State
af Affairs
Thers was no significant change in the state of afairs

of the scenomic enlity during the financial year.

After Batance Date bvents

Cther than matters raised in Nate 30 and the paint
noted below therg are no nther matlers or
circumslances that have arisen since the ond of the

financial year which signiticantly alfected ¢

miay

significantly affect the operations of the econemic

antity, the resuliz of those operalions, ar the state of

affairs of the economic entity in future financizl years,

On 28th July 2004 the Managing Directer, Mr Malcaim
Campbell ceased employmeant wilh the company by
way of matual agreament. Mr Peter Herd, 2 nen-
executive director of the company has assemed the

position of Managing Director on a tempaerary basis

untii a suitabie replacemant can be found.

Future Developrients
The tikely developments in the aperations of the
economic entity and the sxpecied resulis of those

aperations in future linancial years are to be:

*  Therecegnition of royalties following the sale of
cormmercial guantities of monounsaterated dairy
ermanaling from commercial arrangemants that
have heen established by Montec to dale. This
actwily is expected to be in 2 range of locations
shrough China, including Beiling and Shanghat,
snd across a range of menounsaturated dairy

producis; and

*  The commercialising of Montec's propriatary
technology wilh sppropriaie cusiomers in a

number of Asia Pacific countries,

These initiatives witl require further cagital to be
rmade available to the Company, as highlighted in

nota 14.

Ervironmental lssues

The economic antity's oparations are not subkect 1o
significant environmental reguiation under a law of
China, or of the Cemmonwealth or of @ slate or

lerritory of Australia.

Adeption of Austratian

Eguivalents to RS

A5 a resull of the intreduction of Australian
eyuivaients to international Financial Reporting
Standards [AMFRE], the Cempany's financial report has
bean prepared in accordance with those standards, A

reconciliation of adjustrnents arising on the ransition

L AIFRS s included in Note 2 @ this report.
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information on Directors

Terry Cuthbertson

Chairman {Non-executivel

uatifications
B. Bus, ACA

Experience

Nen-Executive Shairman of Avstpac Resources N.L

52 Met Limitad and My Net Fone Limited, previcusty
a Pariner of KPMG and Director of KPME Corporate
Finance and NSW Partner in Charge of Mergers and
Acquisitions, Groug Finance Bireclor of Tech Pacilic
Holding Limited, Director for Tach Pacific Holding
Limited's businesses i Malaysia, Hong Kong,
Singapore, Indis, Philippines, Indonesis and

Thailand.

Interest in Shares and Options
10,200 ordinary shares of Montec Infernaticnal

Limited

Special Responsibilities
Mr Cuthbertson is the Company’s Chairman and
member of both the Audit Commities and

Mamination and Remuneration Committes

Listed Entity Directorships
Mr Cuthbertson is Chairman of Ausipac Resources
ML, 52 Met Lirnited and My Net fone Limitad.

PEFSNSE S :
Lot il i i
Tt et BOE % e A
Matcolm Campbetl

Maraging Director
bresigned 28 July 2004]

Breatifioationsg
CComm, MAICD

Experience

Managing Cireclor of Montec International Limitad
from May 2082 to July 2034, Pravious roles have
included General Manager with Weclworths and
Chief Business Analyst with #rovest Limited.
Malzolm Campieils former directorships include
Integrated Markating and Business Services Ply
Limited, Workfarce Technoiogies Limited and

Australian Healthy Dairy Corporation Pty Limited.

Interest in Shares and Opfions
12,600,008 ardinary shares of Montes Infarnational

Lirmied.

Special Responsibitities

Mr Campgbell as Chief Executive CHicer had overall
managerrent respensibility for Company operations
and performance, Mr Camphbell also held the
position and responsihility of Chief and Legal
Fepresentative of Mantec Internatienal Limited

within the People’s Republic of China,

Listed Entity Directorships

Mare



Peter Herd

Direcior (Non-executivel and Temporary
Managing Director from 28 July 2008,

Gattications
E. £c [hens], FAICD

Experience

Previcusly General Manager of Gairy Farmers Mitk
and Beverage Division, praviously Regional Girector of
Australaszia for Coza-Cela South Paciliz, Division
Prasident for Coca-Cola Far East in the Philippines
ardd Country Manager for Hoeng Kong, Taswan and

Indonesia.

Interest in Shares and Options
10,008 erdinary shares of Mentec internationat
Lirnited directly, and an additional 4,460 Montec

Infzrnational Lirnited shares held indirectly.

Special Responsibilities

Mr Herd was Chairman of boib the Audit Commities
and the Nomination 2nd Remuneration Committes
until 28 July 2006, at which tirme these responsibilities

were reassignad in view of his executive role.

Listed Entity Birectorships

MNone

Xueqin Du

Executive Director
(Product Developmant]

haatificationg

Bachelor of Medicine from Harkin University of
China, international Master's degree in food and
nutritien planning from the University of the
Philippires snd a PhD degree through the
Departrnent of Food Science and Technology from the

University of Naw South Wales.

Experience

Vice Directer of the Beijing Institute of Feed Hygiene
Inspection and Examinalion, Prefessional and
Lgdrninistrative CHicial of the Department of MNotrition
and Food Hygiene within the Ministry of Public Healih
China and Research Feliow with the University of

Sydnay,

bnterest in Shares and Options

10,200 ordinary shares and 800,020 options over

ardinary shares of Mentac International Lirnited

Special Responsibilities
Tachnical review and development of all product

extensions

Listed Entity Directorships

MNane




Lin Yuansheng

Director
[Mon-exacutivel

Muatifications

Bachaler of Agriculiure [Agronormyl

Experience

Manaying Birector of BAIC Acstratia Py Ltd, the
Australian subsidiary of Beijing Sanyuan Group Co
Limited {Sanyuan Groupl Szanyuan Group is the
largest feed, baverage and dairy company in China
and iz listed on the Shanghai stock exchange.
Previously Managing Gireclor of BAIC Scriven Ltg
(Hong Kongl. Through his association with Sanyuan
Groug, he was responsibie for successfully
introducing ®ralt, Starbucks, Hormmel and Baskin &
Robbins te China,

Interest in Shares and Options
3844554 ordinary shares as a conseguence of his
dirgctorship of BAIC Australia Pty Limited

Special Responsibilities

Key relationship holder with Beijing Sanyuan Foods,
and integral to China business development and

special project reviews wethin that country

Listed Entity Directorships

Mee

é“fc\,,‘,(: é««j % % :j%w : é:,,‘. é
Roger McGrath

Alternste Dirsctor
representing
Lin Yuansheng

fraiiticationg

Waool Classing Certificate

Experience

board £0 years of experience in corporale recovary
and atso responsible for KPMG Haspitality,

Agribusiness and Indigenous,

Interest in Shares and Options
10,200 ordinary shares of Montec Internaticnal

Lirmited

Speciat Responsibilities

Alternate Director

Listed Entity Directorships

Mare

Company hecretary
The following person held the pesition of Cermpany

Secratary at the end of the financial year

Nick Geddes FCA, FCIS

Mr Geddes is the principal of Australian Company

Secretaries, a company secretarial praclice, thal he
formmed in 1992 Mr Saddes s a2 mamber of the
Mationat Council of Charterad Secretaries Ausiralia
and Chairman of the NSW Branch of that Institute.
His previous experience, as 2 Chartered Accountant
and Cempany Secralary, inciudes investment
banking and develepment and venlture capitalin
Eurape, Africa, the Middie Easl and Asia. Mr Geddes
iz a Feliow of the Charterad institute of Company
Secrataries in Australia and a Charlered Accountant
[Feliow of beth the institute of Chartered
Accountants in Austratia and the Institute of

Chartered Accountants in England and Wales].



Mr Geddes was appointad Company Secretary on
18 Septermber 2003,

Remuneration Report
Thiz report details the nature and ameunt of
rarmuneration for each director and sxecutive of

Montec internationat Limited [the Cempany].

Remuneration Phitosophy

The performance of the Company depends upon the
guality of its directors and executives. To prosper, the
company musl attract, motivate and retain highly

skilled direciors and sxecutives.

To this end, the Company embedies the foilowing

principies in its remuneration framework:

s provide competitive rewsrds Lo attract high calibre
axeculives;

s link executive rewards to shareholder value;

s 3 significant portion of sxecutive remmuneration at
risk, degendent upon meeling pre-determined
parformance benchmarks; and

s ostablish appropriate, demznding performance
hardles inorefation to variable execulive

remuneration,

Hemuneration Compmittes
The remoneration Sommittes of the Board of
Directers of the Company is respensible for

determining and reviewing compensation

f
arrangements for the directors, the Chiel Executive
Clficer, Chied

maﬁagement J=ELR

ancizl Officer and the senior

The Remunaration Commiltee assesses the
appropriateness of the nature and amount of
rarmuneration of directers and senjor managers on 3
periedic basis hy reference te relevant employment
rrarkat conditions with the overall ehjective of
ensuring rmaximurm stakehalder Benelt from the

retention of a high quslity beard and executive feam.

A N g o g
Remuneration Structure

In accordance with best praclice corporats
governance, the structure of nen executive director
and senicr management remuneralion is separsta

and dishnct,

Mon BExecutive Director
Remurneration
Ohjective

The board seeks to set aggregate remuneration at a
leval which provides the Coempany with the ability to
attract and retain diractors ef the highest cslibre,
whilsl incursing a cost which s accepiable to

sharehoelders

Structure

The Company's constitution and the ASX Listing Rules
specity that the aggregate remuneration of non
executive direciors shall be determined from time {o
lirne by a general meating. An smount not exceading
the ameunt determined is then divided balweszn the
directors as agreed. The latest determination was 53
autlined in the Company's Initial Public Offering

prospecius of 300,800 per annum.

The ameunt of aygregate remuneration sought Lo be
approved by sharebolders and the manner in which it
is apportioned armongst directors is reviewed annusliy.
The oard considers advice from exlernal parties as
wall as the fees paid o nen executive directors of
cemparabie companies when undertaking the annual

review PEOCesE,

Each director receives a fee for being a direct

the compary.

Mon execulive directors are enceuraged by the board
to hold shares in the company. Altheugh not in
accordance with the ASK Corporate Sovernance Best

Praciices, the board censiders it good governance for

have a slaks in

W2 COMpPEnY.
The remuneration of non executive direclors for the
perind ending 30 June 2004 is detailed in note &b of

he finzncizl statements,
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kxecutive Dfficer and Executive
Birector Remuneration

Ghlective

The Company aims to reward executives wilh 3 level
and mix of remuneration commensurate with their
pasition and responsibilities within the Company and

50 &% [0

o raward executives for company and individual
performance against targets set by reference to

appropriate benchmarks,

*  align the interests of executives with those of

shareholders;

o link reward with the strategic goals and

performance of the Company: and

o ansure loizl remunaration is competitiva by

market standsrds,

Structure

In determining the level and make ug of executive
rarmuneration, the Remaneration Commitles has
had reference te external measures including
indepandent szlary surveys detailing marke! levels

ol remunerstion for comparsble executive roles.

Employment contracls are enterad into with the
Chiel Executive CHicer, Chief Financial CHicer and

Technizal Director, These are summarizad below.

Rermuneration consists of the following key

zlemenis:

s Fixed remueneration; and

o ariable remunarstion

remunieration is estabiished for each senior

manager by the Remunerztion Commiltes.

ke Remuneration

Uhjective

The teval of fixed ramuneration is sel 50 as te
provide a base level of remuneration which is both
appropriate to the poesition and = compstitiva in

the markesl.

; z
P SR e
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Fixed remuneration is reviewed annually by the
Rermuneration Committes and the process consists
ol a review of company and individual periormance,
relevant comparalive ramuneration in the markal
and internally, and where appropriate exfernal

advice or policas and practices,

Structure
Senier managers are given the epportunity to receive
their fixed iprimary] remuneration in a variety of

forrms including cash znd fringe benefis,

Yariable Remuneration - Short
Term Incentive

Uhjective

The ahisctive of the shart term incentive
arrangement is to Hink the achievement of the
Company's operational targets with the
remuneraton received by the executive charged with
meeting those argets, The total potential short term
icantive available 1s set at a lavel so as Lo provide
sufficient incentive to the senior manager o achieve

the operationai fargets.

Structure

Actual shorl term incenlive payments granted lo
each senier manager depend on the extent lo which
specific eperating targets set at the beginning of the
financial year are met. The operational targets
consist of a number of key perfermance indicators
covering both financisl and nen financial measures

ol parfermance, The Company has predetermined

benchmarks which must be met in order o trigger
payments under the short term ncentive

arz'a{'ﬁgemeﬁt,

The aggregate of annual shert term incesntive

payments avaitable for executives across §

Company is determined and approved by the

Rermuneration Commitles, Paymeants are usually

deliverad as a cash bonus.



Variable Remuneration - Long Term
Incentive

Objective

The objective of the long term incentive arrangament

i5 Lo reward senior managers in a mannar which

atigns this elerment ef remuneration with the creation

of shareholder wealth.

Az such, long term incentive arrangements are onfy
made to execulives who are able te influence the
generstien of shareholder wealth and thus have a
direct impact on the Company’s performance against

relevant long term performance hurdies,

Structure

Long term incenlive graats to execulives are delivered
in the ferm of options. The Remuneration Committes
determines what is the appropriate value o be
provided o the execulive and delivers this in the form
of options vatued utilising the Black-5cheles option
valuation medel. The benefit of the long term
incentive that is earned by the executive is anly

rezlised through share price apgreciation, thereby

aligning shareholder interest and executive reward.

Ernptoves Contracts

Chief Executive Officer and Managing Director
Pursuant te an execulive service agreement between
Manteo and Malcolrs Campbetl dated 1 July 2023, as
amended prier to his resignation, Mr Campbel! was
or & three year contract commencing 12 Movermnber
2003 znd expiring 11 Novermber 2004, The contract
was terminsted by muteal agresment effective Z8th
Judy 20836,

Mr Carmipbelt recaivesd a ase salary of $180,00% and a
superanneation contribution at a rate of ¥ parcent of
the base salary earned during the year Mr Campbell
also recaived a nel $40,000 Hwing away from horme
atlowance benefit to compensate him far the time he
has heen requirad to spend overseas, and carlain
otfer benefits such as life insurance coverage, which
are subject fo {ringe benefits tax. As Mr Campheli has
statutery responsibilities in China he was paid a China
salary equivatent to $38.080 per annurm, in addition to

his base salary

Chief Financial Officer

Pursuant to an executlive service agreemaent between
Montec and fan Maltman dated & Zune 2003, as
armended, Mr Maliman s enlitled o a threg month

nofice par:od.

Mr Maltman received a base salary of $157,500 and a
suparannuation contribution at a rate of ¢ percent of
the base salary earned during the year. Mr Maltman
recaived options over erdinary shares, details of which
are st out in nete b Under the terms of the
execulive service agreement Mr Maltman received a
cash benalit on 8 tax paid basis to compensate for
incerme tax levied on remuneration oplions raceivad,
The cash benefils were paid quarterly during the

Fnancial year

Technical Direcior

batween Mantec and Xuegin Do dated 5 September
2083 a5 amended, Or S0 s entitled to a threa maonth

nofice period,

Dr Du receivaed a base salary of 5105080 and &
suparannuation contribution at a rate of ¢ percant of
the base salary sarned during the year As Or Du has
statuiory responsibilities in China she sarnl a China

salary equivalent 1o 12,000 per annum.




Petails of Remuneration for the vear ended 30 June 2046
The remuneration for each director and executive officer of the consolidated enlity during the year was

3 foilows:

108,653 376,058

Hueqgin Cu

454,050 36,450 142,520 B4, 264 28,591 745,875

157,500 14,175 13,867 13,059 28,591 227,192

Uptions issued as Part of Remunerstion for the vear ended 30 June 2006
Options are issued o directers and executives as part of their remuneration, The apltions are net issued based on
perfermance criteria, but are issued Lo increase goal congruence between executives, directors and

charehelders,

740,600 28,591 12.4 - 28,597

1,400,000 57,182 - - - 57,182




Meetings of Directors

During the finsncial year, & meslings of directors lincluding committees] were held. Atlendances by each

director during the year were as feilows:

Terry Cuthbertson i 11

Maleolm Camphell i 18 - .

Peter Herd 1 11 3 3 ? 2
Xuegin Du i 7 . .

Lin Yuansheng i 8 - -

Roger McGrath - y . .

Aspdit Committes Investigation

The Audit Comemittee conducled an investigation into allegations raised by external parties of improprieties
involving the former Managing Oirector Mr Malcetm Campbeli and a sales and marketing contracior o the
Cornpany Mr Spire Lymberatos. Investigations by the Audit Committee found that an entity, International
Services and Trading Limited [MSTC), that was controlied by Mr Lymberatos and demiciled in the British Virgin
lslznds, had been interposed between Montec and its supplier A one off transaction resultad in a trading margin
being extracted by 1STC at the expense of Montec. This margin exiracted at Montec's expense although

detrirnental, was not considersd by the Company te be materisl under Genarslly Accepted Accounting Standards.

Mr Lymberatos terminated his contracting arrangements with Montec following the allegations being rassed and

certain svidence baing presented o hirm by the Audi Committes,
Whiist 2 number of inconsistencies and irreguiarities were noted in the information and explanations tenderad to
the Aqdit Committes by Mr Campbeil during the investigation, sufficient evidence did nol exist to pursue the

malter further Mr Campbell ceased employment with the Company on 28 July 2806,

Subsequent to the departure of the pravious Managing Director Malcolm Camgbell in July 2004 and the

nacessary review of operstiens initiated in China during Auguest, 3 fu rbut as yel incompiele review 15 baing
undertaken in relation to the Comzany's China business medel Furthar details are st out in Note 30 to the

financial report.




indamnitying Officers or Auditor
Guring or since the end of the financial year the Company has given an indemnity or enferad sn agreement {o

indernnify, or paid or agreed Lo pay insurance premiums as follows:

o The Company has paid premiums to insure each of the fellowing directors and executives against
figbilities for costs and expenses incurred by therm in defending any legal proceedings arising out of
their conduct while acting in the capacity of director or executive of the Company, other than conduct
involving a williul breach of duty in relation o the Company. The ameunt of the premium was $39.060

for the below direciors and executives.

Terry Culthiertson Malcelm Sampbell
Polar Herd Kuegin Du
Lin Yuznsheng Roger McGrath

fan Maltman

Liptions
Options that were granted aver unissued shares or interest during or since the Bnancial year by the Company
or controlled entity to directors or the most highly rermunersted officers as part of their remunerstion are

3 foilows:

o 720,800 optiens granted to lan Maitman at 2n exercise price of $0.52 exercizabie on or bafore 30 June

2808 under the terms of his £xecutive Service Agreement,

« 00,000 options granted Lo Auegin Du at an exercize price of $0.50 exercisable on or before 30 June 2008

under the terms of her Executive Service Agresment.

Guring the year ended 30 June 2084, no ordinary shares of Montec International Lirnited were issued on the

exercizse of oplinns granted under the Montac international Limited Employee Opfien Plan. No shares have

been issued since thatl date.

A the date of this report, the unissued ordinary shares of Montec Internatienal Limited under option are

38 follows,

12-Cote3 A0/6/06 5.000,040
LeMoy-03 ap/6/07 2509 540
210t 0/6/06 609,826
21-0ct-02 707 $0.5 (4 100,040
38-Now-82 to 30-Jun-04 17/06 $4.5 (4] 338,667
1%-Aug-04 707 $0.56 (it 24,080
Th-Sep-04 06 4.5 [:] 168,333
Tb-Sep-04 HEr $0.5 [4] 50%,040
29 Jun-~0% 20/6/06 .55 100,040
28-Jul-05 0/6/08 $4.5 4] 1,400,080
28-Jul-05 30/6/08 1] fit 24,020
18- Mov-5 0/6/08 $0.5 (i} 30,040

10,807,326

I These options were issued wnder the Company's Employes Option Plan.




FProceadings on Behall of Company
Mo person has applied for leave of Court Le bring prozeedings on behall of the Company or intarvene in any
proceedings to which the Comgany is & parly for the purpose of taking responsibility on behalf of the Company

for ail or sny part of those proceesdings.

The Company was a party o legal proceedings during the year. These proceadings have been explained at note

23 to the Hnancial siztemeants,

O T P gy
Mor-audit Servicas

The board of directors, in accordance with advice from the audit commities, is satisfied thal the provision of non-
audil services during the year is compatible with the general standard of independence for auditors imposed by
the Corporatiens Act 2007, The directers are satisfied that the services disclosed below did not compromise the

external auditer’s independence for the following reasons:

s all non-audit services are reviewed and approved by the audit commities prior to commancement o ensure

they do not sdversely alfect the integrity and objectivity of the auditer; and

s the nalture of the services provided do not comprorise the general principles relating to auditor
indepandence as sef outin the institule of Chartered Accountants in Avstraliz and CRA Australia’s

Frofessional Statement F1: Professional Independeance.

Thers were ne non-avdit services provided for which fees were paid/paysble o the axternal suditors during the

year andad 30 June 2006,

Auditor's Independence Declaration
The lead suditor’s indepandence declaration for the yesr ended 30 June 2806 has been received and can be

found on page 63 which forms part of this report.

Signed in accordance with s resolution of the Board of Directore.

D

Terry Cuthbertson Peter Herd

Chairman Manzaing Diractor

Dated this 29th day of September 2004




Ravende 3 787,371

037 Bkh 7573 832,045
{ther inzame 975
Rew materials soid (475 481 (284,749 (479,664 (284.749)
Compliance and professional fees (784,151} [445,9263 (743,557) [445.,874)
Advertising and marketing sxpenses (32,137} (607,0243 (432,137) (501,024)
Employee bensfits expenses 1473547} {3,365, 0393 (2,485,146 (1,362 438
Administrative expenses (546 552 (341 4513 (529, 788) (374 ,E04)
Travel sxpenses (232,034 (182,763 [231,94%) (180.778)
[nsuzance expenses [104,459) 91136} [104.459] [91.%36)
Finanze cosis (8583 {648}
Depresistion anc amartisation expense [441,927) (570,260} (439 484 (567.855)
Write 0¥ of certain acquized rights (5554223 [989,427)
lmpaizment wite down of patents {1,365 356} (7,369,356
Other expenses (201,023 (347 340)
Loss from ordinary activities before income 4 (5,253,706} [4,460,912) 5,247,726) 4,525,749
tax expense
lncome tax expense relating 1o oxdinary
aolivilies b
Loss from ordinary activities after retated income (5,253,706} [4,460,912) (5,247,726) 4,525,749
tax expense
Net less attributable to oulsids equity inferests 1572
Net loss attributable to members of the parent entity {5,283,706}  [4,458,940) (5,247,726) 4,525,749)
Earning per share:
Basic earnings per share fcents per sharg) gt {0,080 (0.072
Diluted earmings par share foents per share} gt {0 080! (0.072

The Financial Stalements shacld be read i cenjurction wik the accempanying sotes,



CURRENT ASSETS

Cash and cash equivalents 10 2774981 b.108.307 YREEAVS] B 104,864
Teade and othar receivables 1% 47,002 63,691 67 022 03,051
|swientaries 17 TRTAD 406,741 175,740 456,711
Other current assets 13 AV 118,231 127177 140,231
TOTAL CURRENT ASSETS 2,641,820 5,828,940 2,639,992 5,827,497
NON-CURRENT ASSETS

Financzal assels 14 1

Frogerty, plant and eguipment 10 120,087 147160 128,157 147,180
Istangibie assels 17 1,027,733 2793833 1773 72,793,833
TOTAL NON-CURRENT ASSETS 1,155,790 2,940,993 1,155,791 2,946,993
TOTAL ASSETS 3,797.610 8,769,933 3,795,783 8,768,490
CURRENT LIABILITIES

Trade and cther payables 18 758,200 102012 761,558 205,459
Shoti-term provisions L] 727,360 61,039 727,360 01,030
TOTAL CURRENT LIABILITIES 489,560 51,551 483,958 267,038
TOTAL LIABILITIES 480,560 51,551 483,958 267,038
HET ASSETS 3,317,050 8,518,382 3,311,825 8,501,452
EQUITY

Issaed capital 20 15,407 580 15,407 480 15,407,680 15,407,680
Reserves 128,979 76 b 158,143 101,054
Accumulated lesses (17,239 559} [6,966,853) 12,285,048 (7,087 322)
TOTAL EQUITY 3,317,050 8,518,382 3,311,825 8,501,452

Tae Finantial Statemerds sheuid be rezd in cosjunction with the sccompanying notes,




Ecoromic Entity

Balance at 1 July 2004 i §ITLATR £2,506,713) 2994 [22.148) 48 7286903
Adjustment arising from the i7,.399) [7,399)
translatisn of foreign contzalied

entities” Sinansial stalements

Net incame recognised directly {7.39%) £7.399)
i ey

Loss for the pariad £4,458,940) 1168 (4457772)
Tntal secognised incems and {4,408 940) {7308] P18 (4450177
xpenses for the perind

Equity remuneration seserve oa 2a ba,1098 RB.098
recogrition of employee share

aptiens expenses

Shares issued daring the year 5,067 B07 5007 807
Transaction costs {734,000] £734 300)
Balance at 38 June 2005 15,457 080 ih,565,853) 01,094 [2453%) 4,018 387
Adjustment arising from the {B725) [£,725]
translatisn of foreign contzalied

entities” finanzial stzlements

Net incame recognised directly (R 725) B.775)
i ey

Loss fer the periad h,263704) 68,099 (5,595,607)
Total recognised incane and {6,263 704] 04,099 {p725) (5,20%,337]
gxpenses for the geriod

Balance at 30 June 2004 15,407,686 112,219,559) 159,193 {30,264) 3,317,058
Parent Entity

Balance at 1 July 2004 i EREERYE £2.481,573) 4739 7,330 60
Nel incame recognised

directly in eqty

Lass for the periad 16,575,749 4,525 749)
Total recognised inceme and {4,575, 749] [4.525.749)
xpenses for the perind

Equity zemunesation reserve oa 213 b 098 k8098
recogrition of employer share

aptiens expenses

Shares issued daring the year 5,067 B07 5007 807
Transaction costs {734,000] £734,500)
Balance at 39 June 2005 15,487 680 {7,307 372) 101,094 8,501 457
Net income recognised drectly

i ey

Loss fer the periad h,247.728) 68,099 (5,589,627)
Total recognised incems and {0,247 778) 04,099 (5,769 477)
gxpenses for the perind

Balance at 30 June 2004 15,407,680 112,255,648} 159,193 - 3,311,825

The Financial Stalements shacld be read i cenjurction wik the accempanying sotes,



CASH FLEWS FROM OPERATING ACTIVITIES

Reszipts from custemers 021,573 432,670 0621073 432,000
Payments 1o supsliess and employees [3,734,700] (3,08%.745] (3,734,080} (3,082 418]
Interest seceived R RH| 242,743 EARH 242,773
Finance cests - [458) [458)
Net cash used in operating sctivilies #ha (2,902,717)  {2,407.070}  {2,903,192) (2,467,741
CASH FLOWS FROM INVESTING ACTNITIES

Purchase of arogesty, plant and

equipment (73.638) (73.721) 123,638} (73.721)
Purchase of Iatellectual praperiy - 14,103) [18,103]
Fayment for subsidiary, net of cash

acquired 75h 1) 14,193 i i193)
Other - (106)

Net cash used in investiag activities {23,609) (96,125] (23,639 {26,019
CASH FLOWS FROM FINANCING ACTIVTIES

Proceeds from issue of shares - 5867507 k807 58
(st of share isslies - 1734.308) 1234 808)
Payment for borrowing - [27,172) [22.168]
Net cash provided by fnancing activities - 5,611,332 5,611,331
Net {decresselfincrease in cash held (2,974,356 3,108,237 (2525,741} 307,873
Cash al siast of year b, 198,307 2,090,570 b,196,004 2089291
Cash at ead of year 10 2,271,951 5,198,307 2,270,323 5,196,864

Tae Finantial Statemerds sheuid be rezd in cosjunction with the sccompanying notes,




NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The financial report is & geaesal parpose financial sepert that has been preparec i accozGance with Australian Ascounting Standards, Urgent lssuses
Grodp Censensus Views, ather acihorilative aronouncessents of the Austratisn Acceunting Standards Board and {he Corsosations Acl 2301,

The financial repert covers the econoimic entity of Montec rdersational Lisited and cortrofled entities, and Morlec Interrational Limited a5 an
intvicusl parens entity. Mantes internationsl Limiled is a lisieG pubfic Company, inzorparated and domisiled in Ausiratiz,

The financial reperi of Mondec International Limited and controdled entities, and Montec Inlernatinnal Umited as an individual paresting erdity,
cemplies with Austrafian Accodnting Standards, which inciude A-FRS, in their entirgly. Compliance with A-1IFRS ensuzes thal the financial sepor
also complies with Intermationat Financial Reperting Standsrds [IFRSE in thelr entirety.

The followirg s a summary of the material sccoanding pelicies adepted by the econemic ectity ia the oreparatien of the Frantial repost. The
asoenting sodicies have been consistenily agplied, unless otherwise stated.

Basis of Preparation
First-time Adoption of Australian Equivalents fo Infernational Financial Regorting Standards

Morec Infernational Limied and the centraliad entities, and Montes Iaternational Limited as an indiiduzl parend entity have drepazed financial
statements in sccordance with the Australian squivalents to Interngtionat Financial Reporting Standards [A-IFRS] fram 1 July 2085,

In aecozdance with the requirements of AASE 1- Firsi-Ume Adeption of Aastralian Equivalents o Interrationad Financial Reperting Standards,
adjusiments to the parert entity and consalidated entity accourds resulting fram the introduction of A-IFRS have been sppiied refrospestively
te 7005 comparative fguzes. Thess censclidzied accounts are the first financial statements of Maniec Internationat Uimited te be arepazed in
accordance with Australian equivalests o [FRS.

The acceunting palicies sef aut below have been corsistenily applied 16 ail years presented. Reconciliafions of the transitien from previnus
Husstratisn GAAP 1o A-IFRS have been included in Hote 2 o this report.

Reporting Basis and Conventions

The financial repert has beer: prepared on an accruals basis and is based on histerical costs modified by the ravaluation of selected non-cerreal
assels, and Francial assets and Fnancial lahiliies for whick the fair value hasis of acceunting has been appliad,

Accounting Policies
a. Principtes of Consolidation

& controfled entily i zny entity controfled by Mentec Internatinnal Limited. Control exists whese Maniec International Limited has the capacity s
dgomingie the decision-smaking in relation to the finanzial and aperating palicies of anather entity so that the other entity operates with Mantec
Iaternatianzl Limited o schisve the objectives of Moates Inferaational Limiled. A Ust of controded entities is centzined in Note 10 fo the financisl
statemends. All coatrelled ertities have a June financial vear-end.

AL indes-Cotmnany balances and tansaclions belween entities in the ecenomis eatily, inciuding any unzealised prefits o7 losses, have beea
eliminated oa cansalidation. Where contrelled entitizs have entered the econcimic endily daring the vear, their cpergting resulls have heen incladed
lrem 1he date centrol was shtzined. Acoounting pelicizs of sehsicizries have been changed where n2cessary 1o ensure consisieacy with those
anlicies applisd by the pereat snity.

Mincrity inlerests i the ecuity and resulls of the enatities that ar controlled are shown &5 & separaie item in the consolidated financial repart.

b. Income Tax

The charge for carrent income ey expense 3¢ based o the profit fer the year adiustec for any non-assessable or disallowad items. [tis calcalzted
using tax rates that have been enacted or are substantively enacted by the balance sheel date.

Deferred tax is accounted for using the balance sheet liability method in respect of temparazy differences arising between the tax bases of assels
anc {isbiities and their carsying amaunts in the financial statements. No deferred incosse tax witl be recegnised from the initiel recegaition: of an
assed o Hiability, exciuding & husiness combingtion, whers there is no efect an azeounting of laxabie profd or loss,

Deferred tax is catculated at the tax rates that are expecied te apply to the pevicd when the assel is reatised o Lability is setifed. Deferred taxis
credded in the income statement except whese i 7elates 1o dems that may be crecised dirscily t equity, in which case the deferred tax is adiusied
direcily sainst equity,

Deferred inzome Lax assets are recagnised to the extent thatitis probable that fuluse lax prefits will be availebie sgainst which dediuclibie
temparzry differences can be utilised.

The amodrd of derefits Drought 1o acsaunt os which mey be realised in the futurs is hased on the assempticn that no adverse zhange will occur i
income taxation legislation and the antizipation that the ecoromic entity wili derive sufficient futuse assessable incoms to enabis the bengdit ie be
seslised end comply with the cenditions of deductibility imposed by the law.



As all the cantrolled entities are foreigr companies Mentec Intermational Limited has net formad a tax consclideted grodp under the tax
consuiidation regims,

¢. Inventories
Invenierizs arg measured at ihe lower of cost and nef realisabis value, Cosis are essignec on the basis of weighted average costs,

d. Plant and equipment
Pland and squipment are measured on the cost basis,

The carrying ameunt of plant and equipment is reviewed annualéy by directoss 10 ensure it is rot in excess of the recoverabie amaunt from these
assels. The recverabie amount is assessed on the dasis of the expected ret cast fows which will be received from the assels essployment and
subsequerst disposal. The expected et cash fiows have been discounted o their preseat vaiues in detarmining recoveradle ameunls.

Gepreciation

The deoreciable amaunt of &l fixed assels is deareciatzd on a straight dine basis over their sefial lves o the goonosic entity commanzing fzem
the time the assel is held ready far use,

The depreciation rates ased for each class of depreiable assels aze:
Llass of Fived Asset Depreciation Rate
Plant and ecuipment HI% - 37.5%

The sssels residaal values and uselul lives are reviswed, and acjusted if aopropriste, &t sach Dalance shest date,

An asset canying amount i written down immediately e ils recoveradle amount if the gssets carrying amount is greater than its estimated
receyesabie smount.

[zins and lesses on disaosals ere determined by comparing procesds with the carrying asmount, These nains and lesses are included in the incems
statemant.
2. Leases

Lease paymants {or operating teases, where substantiadly ail the #isks and benelts reman with the lessar. are charged on a straight-Une basis
uniess enather meihod is more represeniative of the Ume peten of the users henefils,

{. Financial Instruments
Recognition

Firancial instrumants aze initially messured at cost on trade date, which includes transastion costs, whan the related conteactial rights or
oélinations exist, Sehsequent Lo initial recogaition thess instruments are measured as sel out below,

Financial assels at fair value through profit and iess

A financisl assel is ciassified in this category iF acquired principslly far the pursose of selling in the shoet tesm or if so designated by management
and within the requirements of AASE 13%: Recagnilion and Measuremert of Financial Iastraments. Derivatives are slse categarized a5 held for
fracing unless they are designated as hedges. Realised and urrealized nzins and losses srising frem changes i the fair value of these assels are
included in the income siatemsnt in the pericd in which they zrise.

Loans and receivabies

Loans and receivables are non-Cerivalive financial assets wilh fived o7 determinable payments that are net cuoted in an active markel and are
stated at amortisec cost using the effective interest rate method,

Held-to-maturity investments
There are rio held-fo-medurity isvestmersts during the finanzial year ended 30 June 2506,




Available-for-saie financial assets

Avsilanle-for-sale financial sssels inciude any financial sssels nat included in the sbove categories. Availabie-for-sale Frantial assels are
seflacted at fair velae, Unzealized gains and lnsses asising from changes in fair veloe aze taken directly 1o equity.

financial Uabilities
Nor-terivative financial liabilities are recegnised al azmertised cost, comprising original debt less principsl paymenls end amostisation,

Derivative instruments
These arg no derivative instrzments curing the finanzial year eaded 30 Juse 2506,

Fair value

Fair valug is delermined based on currenl bid prices fer all gueted investments, Valdatien techriques are applied 1o deterssing the fair value for ail
arlisted securities, inciuding recent azm’s length fransactions, reference to similaz instruments aad option pricing madsls,

impairment

Al each reporting date, the group assesses whether there is objective eviderce thel & Financial instrument has been impaired. In the case of
availabie-for sale fnancial mslruments, a prolenged decting in the vatug of the instrament is considerad to detersing whether impaisent has
arisen, Impairment 1sses are receqhised in the incoms stztement,

g. Impairmen! of Assets

& zach reporting date, the group reviews 3he carmyiag values of s tangible and niangible assets o delerming whether there is any indication that
those assels have been impaized. If such an indication sxisls, the recoverable amount of the asset, being the higher of the assel’s {air valus iess
cests o seil and vatue i ase, is compared o the assel’s carrying vatue. Aoy excess of the assel’s carmying vaiue over its recoversble amourt is
expensed to e incems statement.

lmpairment testing is performed annaatly fos gaodwiil and intangible assels with indefinite fives.

Whete HLis nat possidle 1o estimate the recoverable amount of &n indviduzl assel, the grouy estimates the recoversble emourt of the zash-
generating unit to which the asset hetongs,

h. Investments

Nar-current invesimends are measured o the £ost Dasis. The camying amaunt of aon-cuzvent irvestments is reviewed anacally by directors 1o
ensure it is aotin excess of the recoverable amoard of {hese investments. The recoverable ameunt is assessed from the quated marke! value

for listed invesimenis or the undeziying net assets far cther non-listed investments. The expested net cash fows Trom investments have been
discounted o their aresent valug i determining the recoverable azmeunis.

i, Intangibles
Gopdwill

Goodwill aad goodwill on zorsolicalion are initaily recarded at the amaunt by whick the puzchase arice far a business or for sn ownesship interest
in g contzelled endity exceeds the fair vaiue attributed to Hs net assets af cate of acquisiion. Seadwid on acquisitions of subsidiaries is incladed
in intangible assets, Goedwil? en acquisition of assaciates is incladed in investments i zssociates. hoodvel s tesied anaizaily for impairment and
carried at cost {ess accumelated impaisment lesses. Gaias and losses on the dispesal of an entity inclede 15e carsying amount of geodwitl relating
e the endity salc.

Falents and Acguired Rights

Fatenls and acguired righls are recerded in the azcoonés at cost of acquistion and are amartised over the periad in which their benefits are
expecled Lo be realised and adjusted for any impaiment lesses, The patents sxpire on 12 June 7032, The carrying amounl of patents and acquired
anhts aze revigwed anacally 2o ensure they do na? exceed the recoverable amount.




j- Foreign Currency Transactions and Balances
Functional and presentation currency

The furclioaal currency of each of the group's entities Is measured using the carency of the prmazy economic enviranment i which that
ertity nperates, The consolidated finznzisl statements ase presealed in Austrzlan doflars which is the parent entity's functional and
presertation cuirerty.

Transaction and batances

Fereign cusrency iransacticns ase fransiated iato Tunzticnal currency using the exchange rates arevailing &1 the date of the tzansaction. Forsign
cerrency monetary items are translated at the year-end sxchange rate, Nor-monetary items smeasured at histarical cost continug to be carried at
the exchange rale at the date of the tansaction. Nen-manetary Hems measured & Takz value are reported af the exchange rate 21 the dale when
fair values were desersnined.

Exchange differeaces asising an the franslation of moaetsry items arg recognised in the income statement, excend whese deferred in equity as 2
ualifying cast: Fow or ael investment hedge.

Exchange Gitferences arising o the translation of ron-monetary items are recogrised disectly in ecuity to the extent that the gzin or loss is
dizesily recognised in equity, atherwise the exchangs difference is recagnised i the incame staiement,

Group companies

The Francial restéls and oosiion of Torzign operations whese functional carrency is Gifferest from the graup’s presentation cuzrenzy ere iransleied
as faliows:

zssels and liadilities are Uranslated al year-end exchange rates prevailing &t that reporting cate;
income ané expenses are ranslzted at average exchange rates for the period; ard
tetained eamings are rznslated at the exchange rates pravailing at the date of the fransastion,

Exchange Gitferences arising o translaticn of fereign operations are transferred direcily te the group’s fereign currency fransletion reserve in the
bzlance sheet. These differgnses are recogrised in the income statement in: the period in which the eperstion is disposec.

k. Employee Benefits

Provision is made 1o the scoanmic entity fisbitity for emaloyes benefils arising from services zendered by emaloyees 1o balance date. Employes
bengfits expecied to be setled within ene year, have been measurad at the amaunts expecied to be paid when the Babiliy is settled glus related
oa-cests, Other employes henefits payabie later than ane year have been messured at the present valde of the estimated future cash oulflows to
be smade for those benefits,

Contzibutions are made by the ecenemic endity i emplioyee suseranazation funds anc are charged as expenses whan inzuzrad.

The sonozic entity eperzles an cwnershis-basec remunerztion scheme {aroagh the empioyee opticn plan, detaits of which are provided in Hole 20
t0 the financial statemanis.

|. Provisions

Provisions afe recognised when the group has a legat or constructive ehigation, 25 & resuft of pest avents, for whichitis probabie that an outflew
of zconoméc benefils witl resielt and that oilew can be refisbly measurec.

m. Cash and Cash Equivalents
Fer the puzpose af the staiement of cash flows, vash includes:

+  zashoon hand srd al call deposits with banks er Francial institutions, net of bank overdrafts; and
*  invesimants in money marke! instramanis with less than 14 days te maturity.

n. Revenue

Revente in the farm of royaities frem the Utifisatian of techrotogy s recogrised upen the ubilisation of the technology by custamers. Revenue
fron the recavery of raw materizls supplied a5 part of the contraciusl agreesment with customess is recagrised on delivery of raw malerials o
those customess.

Interest revenus s reeognised on a proportional basis taking into acceunt the interest sates spolicabie to the financial assets.
Oividend revenue is recegrised when (he right Lo recefve a dividend has been eslabiished.

Revenue fros the senderiag of a sendee is recognised dpon the delivery of the service 1o the customers.

All reversue B staled aet of the amount of geods and services tax (65T,




8. Goods and Services Tax {657)

Revenuses, expenses and zssels are recagaises aet of the ameunt of BST, excepd where the amount of GST incurred is not recaverable from the
fusiratizn Tax Office. I these circumstances the G8T is recannisec as part of the cost of acouisition af the assel or as part ¢f an item of the
expense. Receivabies and payadles in the statement of financial gosition are shown inclusive of GST.

Cash flows arg aresenled in the cash How statemant on a gress basis, except for the 65T compenent of investing end financing activities, which
atg Gistlesed as operating cash Hows,

o. Comparative Figures

Wherte requirad by acceunting standards, compasative figures have been adjusted to coafoss with changes in preseatation for the carsent
finartisl year.

Critical accounting estimates and judgments

The dizectors svaluate estimates anc judomends incorporeted inlo the financial repost based o histarical knowledge and best available current
information. Estimates assume a reasanable expectation of fulizre events and arg based on carrent irends and economic data, otained both
exlernally and within the greup.

Key Estimates

The group assesses impaisment at each reporting dete by evaluating cenditions specHic t6 the group that may lead to impairment of assets, Where
an imaairment rigger exists, the secoverable amounl of the assel is Celermined. Value-in-use caleuiations performed in assessing recoverable
ameunts incorparate a numaer of key estimaies.

Provision for Management Restructure

Whilst ko finat decision hac been mede i elation to a manzgement sestructur as at 30 June 2006 [nar sbligation crystallised) there was
ressbhadle expectation of the need for certain management changes as at 30 Jare 2008, Subsequent to year end a maragement restriclure did
geelr. As such. g provisien of $11%804 has beer booked for the management restracture as st 30 Jung 7056,

Patent Impairment

Ay impairmend review of both the Australian and New Zealand palents held by Montec thal refate to monoansaturatzd dairy prediclion has been
cencicied. This review has necessitaied a write down of the carrying vatuz of these two patents. This amount was assessed after discounting the
crrentiy argicipated futues cash flows assecizted with these patents and comaaring it with the net bock vatue. The el write dowrs whith has
sestited from this impaisment testiag, and which has been reflested in the faancial accoaris, is §1,349.384.

For further detass of the calealstion of the patent impairmsent, refer 1c Nofe 17,
Key Judgments
Stock Gbsolescence Provision

mcluded i irventory a5 at 30 June 7005 is a provision for stock absalescerce relating to ceriain forms of packagieg prialed for ase in Chinz, The
carrying value of this packaging is untikely to be recoverzd and an obsalescence prevision kas heen made in the accounts, The amoant of the
arovision is $67 837,



9. Goiag Concern

An assessment of the Company's China hasingss model has been complated fellowing a visit 1o China in August 2020 The assessment af the Ching
business concludes thal whilst the langer term business medel of lcensiag both teshnelogy and propristazy brands is expected to be viable in the
lenges deem, it will take sametime to trarsition to $his prefessed madel. This ransitional arrarnement was nat envisaged in the isitial planring, but
is seen as essential in overcoming Tacters which restricted growth thraugh aut 2308 and to rovide the initial critizal mass ia averzli Gistribation
and ot nambers, specifically in Befiing and Shanghai, Gver the immediate future an agreement with Beifing Sanyusn Foods Co Ltd ["8SF}
recuires that Mantec through its Ching based sgent will fund ex works groduct purchases and storg entry fess to faciitale the rali out and pioeline
fll of Monler moncunsatuzated milk brands in Befjing and Shanghat.

The fall raliout i Bedjing and Shanghal wil require significent experditare 08 corsumer markeling ang the previousty uaforeseen need to Anc ex
works sroduct purchases. Fud end timely explodtation of this opporiunity wilt require further wosking capital investment. This will necessitate &
cagital raising in the pear Fatire, the lerms and quantum of which the Directors at the tme of signing the financial 1zpart are corsideriag,

The September 2020 agreesent with BSF, which superseces i previcusly sgreerments, farmalises the partnership srrangemend wherehy BSE
will praduce and sell Menter branded monoussatazated milk and s srovide a secure platons for the rell out of the Mantec brands i Ching,
specifically Begjing znd Shanghal,

Co-réinated by Mentec's China agent Gingdzo Meng Tai R Trading and Commarcial Co L £MTR™, distribution will be uadertaken by BSF te
iheir setall thannels in Befiing and Shanghal with the sugpert of Mantec's szles develosment team i giher channels i these cilies znd wider
gzograghical coverage orovided by the Natienal Ageacy Network {NAN™) in selested cities plus MTR's retalt chansels in Gingdso,

The company’s cere fgaid milk busisess whilst not in itsell expected 1o pravide the prestousiy envisaged Tinangial returns, will establish the
pracessing parirtership and an sxtensive cisiribution netwark wish BSF a5 ihe base for further isnovaiive pradact introductions. These fnclude a
range ¢f drinking yoghur? ang ice-tream praducts which witl be the subject of the Company's prapristary intellectdal srogesty and may iacluce
patent pretection. The Campany is iwvestigating cpportanities for closer fies wilh BSF which may lead to direc? investment by Montes 1o expand the
Mantec predizet range into chilled milk end othes dairy products.

The Directars, af the {ims of sigaing the Finanzial Repert, have itisled ciscussicns with a number of sartes that have expressed interest in
suppuzting {he Compary with its cagital requirements. At the time of signing, no fingnsial zommitment is centracted.

Given 1he sbove outiaok the Directors arg canfident that if sufficiens anc appropriate capital is made avzilable, the Compary wil be able o
coatinue as a geing cenzarn,

However, shotid sufficient and apprepsiate capilal not be svaitzble o the Company o a timaly basis the Dizectors will be recuired to sighificanily
aiter the Company's existing husiness plan ard model. This would see the Cempany centinie on a substantially smaller scale with a cessation of
the puracit of the China and broader Asia Pacific markets and a reduction in experditure on staff and cireclers. The business would, ander this
seenazie, operate on existing capial seserves combined with the angelng licensiag arranpemant with Dairy Farmers which has provided a manthly
incame stizam historizaly. The Company has prepared cash flow forecasts for this “worst case” scenaria and the direcioss ase thesefare satisfizd
that the Company weuid be able 1o continue t cpergle a8 & going concern on this hasis.




Hote 2: First-fime Adoption of Ausiraiian Equivalents to International Financial Reporting Standards

Ecoromic Entity

Raconciliation of Equity at T July 2004

ASSETS

CURRENT ASSETS

Cash and cash equivaients 2030170 2080370
Trade and ather receivebies 145,690 145,690
lnveriores 409,287 409,257
Other current zssels 279,654 79,654
TOTAL CURRENT ASSETS 292411 294,17
NON-CURRENT ASSETS

Finanzial assets

Preperty, slant and egiipment 13,160 113,160
[ntzngitle assets 4812190 4812190
TOTAL NON-CURRENT ASSETS 4,625,350 4,625,350
TOTAL ASSETS 7,550,121 7,550,121
CURRENT LIABILITIES

Trade and ather payables k492 k492
Shart-term Borzewings 87m 87m
Shart-term provisions R LR
TOTAL CURRENT LIABILITIES 250,116 250,116
NON-CURRENT UABHITIES

Larg-term Dosowings 13857 13247
TOTAL NON-CURRENT LIABILITIES 13,052 13,052
TOTAL LIABILITIES 263,168 263,168
NET ASSETS 7,286,953 7,286,953
EQUITY

ssued capital 3TT4N78 2174178
Reservzs 122,140} 47594 20,555
Accusalaied fsses 246307} £42 960 £7,506,913
Pazent interest T8N T8N
Minority interest 1,148} 1,148}
TOTAL EQUITY 7,286,953 7,286,953




Note 2: First-time Adoplicn of Australian Equivalents to Internationai Financial Reporting Standards [continued}

Economic Entity

ReconcHiation of Equity at 30 June 2605

ASSETS

CURRENT ASSETS

Cash and cash equivalents 5,158,307 5,108,307
Trade and othar receivables £3.691 03,691
|swentaries 86,71 456,711
Other current assets 110,731 130,731
TOTAL CURRENT ASSETS 5,828,948 - 5,828,948
NO-CURRENT ASSETS

Financial assets

Progerty, plant ard eguipment 147 340 147 340
Iatangibiz assels 2753853 2793883
TOTAL NON-CURRENT ASSETS 2,940,933 - 2,940,933
TOTAL ASSETS 8,769,933 - 8,769,933
CURRENT LIABILRIES

Tsade and cther payables 150,017 190,017
Shett-term barrawéngs

Shert-term provisions 51539 61539
TOTAL CURRENT LIABHITIES 251,551 - 251,551
NON-CURRENT LIABILITIES

Long-term barrewings

TOTAL NON-CURRERT LIABILITIES - - -
TOTAL LIABILITIES 251,551 - 251,551
NET ASSETS 8,518,382 - 8,518,382
EQHITY

Issunt capial 15,487 680 15,407,680
Reserves a [24,h33) 141,094 76 BAh
Accumudated Losses 2h) [6,844,759) £30%,094) (4,945 553)
Farent interest 4518 387 518387
Mincrity inferest

TOTAL EQUITY 8,518,382 - 8,518,382




Note 2: First-time Adoption of Australian Eguivalents to International Financial Reporting Standards (continued)

Parent Entity

Raconciliation of Equity at T July 2004

ASSETS

CURREHT ASSETS

(ash & cash squavalents 1080 793 2,089.2M
Trade and ather raceivabies 172 471 H2ATT
lnverdnzes 485738 405,238
{Other current zssels 267 478 287,478
TOTAL CURRENT ASSETS 2,934,478 2,934 478
NON-CURRENT ASSETS

Finanzisl assels 281 605 78,605
Praperty, slant and egiipment 124998 14,598
Intzngible assels 4,271,847 &ITV AT
TOTAL HON-CURRENT ASSETS 4,658,050 4,658,050
TOTAL ASSETS 7,592,528 7,592,528
CURRENT LIARILITIES

Trade and ather payables %0 70 H9.im
Shart-term borsowiags 8,70 87m
Shart-term provisions i %503
TOTAL CURRENT LIABILITIES 243,875 243,875
NGN-CURRENT UABHATIES

Lang-term oszowings 13,057 13247
TOTAL HON-CURRENT LIABILITIES 13,052 13,952
TOTAL LIABILITIES 256,927 256,927
NET ASSETS 7,335,601 7,335,461
EGUITY

ssued capital G774 378 ENEEANL
Reserves £2 956 425%
Rasained earnings (2,438,577] {42,996 (7481573
TOTAL EQUITY 7,335,601 7,335,461




Note 2: First-time Adoplicn of Australian Equivalents to Internationai Financial Reporting Standards [continued}

Parent Entity

ReconcHiation of Equity at 30 June 2605

ASSETS

CURRENT ASSETS

Cash & cash equivaienis B 104,864 5,104,854
Trade and othar receivables 03,051 03,691
|sventaries 454,711 458,717
Other current assets 140,231 140,73¢
TOTAL CURRENT ASSETS 5,827,497 5,827 497

NON-CURRENT ASSETS
Financial assels

Progerty, plant ard eguipment 147,180 147,540
Iatangibiz assels 2793823 2795.883
TOTAL NON-CURRENT ASSETS 2,946,993 2,960,993
TOTAL ASSETS 8,768,490 - 8,768,490
CURRENT LIABILITIES

Tsade and cther sayables 205,459 205,499
Shott-term provisions 01,030 01,530
TOTAL CURRENT LIABILITIES 267,038 267,038
TOTAL LIABILITIES 267,038 267,038
HET ASSETS 8,501,452 8,501,452
EQUITY

Issuet capital 18,407 680 - 15,407,680
Reserves 7al - 101,094 101,094
Retainad sarnings 2k (4,986, 225] (07,0643 (7,007 322]

TOTAL EQUITY 8,501,452 - 8,501,452




Hote 2: First-time Adoption of Australian Eguivalents to International Financial Reporting Standards (continued]

Ecoromic Entity

Reconciliation of profit or loss for the

full year 1o 36 June 2065

Revenues 632 046 037 B4
Raw materials soid [784,763) 284,749
Employee benzfits expense 7lc (1307991 (54 0983 {2.366,0593
Advertisiag and Markeliag expenses [60¢.074) (601,024}
Compliance and professional fees [44E,900] (445,926}
Administrative expenses [343.481] (341,451}
Traval 2xpenses [2B0,778] (162,783
Insuzance expenses (91.134) 91,136}
Finanze costs [456) [458;
Depzeciztion and amartisation %) [£67.585] 12,605 (6722402
2xpenge

Write off of cestsin acouized rights 2 (959 477] (655,427}
(ther expenses frem ardinary (738,930 (12 405} (201023
sCiivilies

Lass befere income tay sxpense {4,402,814] (58,0983 {4,466,912)
Income tax expense - -

Lass afier iacems Lay expenss {4,402,814] (8,698} (4,466,912
Lsss atiributabie b minority interest 1977 1577
Lsss atiributabis to members of {4,400 842 (58,0983 {4,458 940

the parent entity




Note 2: First-time Adoplicn of Australian Equivalents to Internationai Financial Reporting Standards [continued}

Parent Entity

Reconciiation of profit o1 loss for 2005

Reverues from osdinary activities 432 46 - 037,045
Raw materials sald {784.769) - [284,749)
Empioyee benefits sxpense 7ck (1,304,337] (54 (963 2,367 435
Ardvestising and Marketing expenses {602 .074) - (401,024)
Compiisnce and prefessional Tees {445 874] - [445,874)
Sdminisirative expenses {316.504) - [334,054)
Traved exoenses {380,778) - (180,778)
Insurance expenses [91.134] - 91,136
Finance cests [456) - ih58]
Deareciation and amerdisalion exnense {h47 BEH] - (567 ,B5E)
Wrile off of sartain acquired rights 1989 472) - 959 427)
(ther sxpenses from ordinary sclivities {347 340) - (347 340)
Less befoze income tax expense {4,467 651] (58,0983 (4,525,749
[comme tax expense -

Less after income tay expense {4,467 661] (48,0983 (4,525,749
Loss attributable to members of {4,467 661] (58,0983 (4,525,749

the parent entity




Hote 2: First-time Adoption of Australian Eguivalents to International Financial Reporting Standards (continued]

& Reseves comprise:
Ecenamiz Entity
Ecuity Remuneration seserve 107,054 42996
Total 101,0%4 4299

b Relained earnings comprise:

Ecenamic Entity
Recogritien of employee share aptien expenses f181.894) [47 394]
Total 181 594 [47.395)

[l

The A-IFRS adjustment reflects the expensing of the fir valae of apticns over erdinazy shares issied and vesied as ressuneration with the
recognitian of ar associated equity remaneratian reserve. The combingd impact of the expensing of 2804 and 2005 finanzizl year equity
remuneration of $151 294 5 reflecied in an squity remuneration reserve.

4 The adjusimen: seflects the adding back of the 2025 financial year goocwill amoztisation experses of $12,505. At 30 June 2805 the
compary peevided far the eatire belance of goodwitl, sa reversal of amortisation of §12,685 wauld resui i an additional provisien.

Note 3: Revenus

{(nerating activities:

— royaities 335,554 95,737 335,054 Rl
— tream sales 20,795 - 0,795

— sales of goods 737 5E6 91286 23TE4Y 91,206
— interest incoms - other persoss RNk 2713 191910 i
— other revenus 17 565 7,38 12,045 2308

Total Revenue 797,313 632,046 791313 632,046




Note 4: Loss From Ordinary Activities

Loss Tram ordinary sciivilies before incems tay has
feen detaimined sl

Deareciation of non-cusren? sssels:

— piard and eqaipment [45,579) (13,564) [42.741] (31,589
Amostisation of nan-current sssets:

— paterds and acquired dshts [356,743) {036 294) {396.743) [538,294)
Rental expense on sropesty (156,087) (67.177) {106.087) (67177
Fareign currency transiation [lassesinaing B4h 7.118) 2,84 [7,0%8]
Wrile off of sartain acquired fights - {959 422) - (565 472)
|zmpairment weile down.

— pateris [1,369,356) - (1,349 354) -
— investmenis - - - (265,800)
— goaduwil - 1226,634)

— et assais of subsidizry G870 (12.284)

(ther 2upenses:

— Loss an reserve - - - (67,540
— Legal fees (518,397) {182.534) {£18,392) [182,238)
Total other expanses [418,392) {182,938) {518,392} {244 4783




RS

Hote b: Income Tax Expense

The prime facie tax or: toss fram erdévary activities before
income tax is recenziied to income tay as follows:

g

. Prima facie tax receivable on loss from erdinazy asiivitias [1.576.112] [1,338.274] 11,574,318} {5.207.7203
&t 50% (2005: 30%)

Ad:

Tax effect of:

— nor-deductisle amoriisation 3,530 45,335 3538 45395
— other ror-allewsble items 440913 316957 440,513 316,907
Less:

Tax effect of:

— foreigr: carsency exchange prefit nat sudject to income tax 2,944 28567 2564 78467
— other #ilewabée ilems (77 40%) 77938 (72,409} 27538
Tax elfest of deferred tax assets vol braght 1182724 1,080,727 110,438 1,026,178

lg stoount

lncame tzx expense atiributable Lo entiy

The applicable weighled averags aifeclive % Y - -%
tex rales are s Tollows:

The direclers estimate that the Parent Entity and its contrelled ertitizs have sarry-forward income tax losses of 53,787,413(2080: $3,365 7573
available fo offsel against fulure years™ laxable income. The benefils of these tosses have rot been browght to acceunt &5 there is ne cenvincing
evitersce of fulure taxakle profits to offsel losses. The benelH will anly be chtained if:

[} Tae parert entily and Hs cordrolled entities derive future assessadle income of the natire and of en amcunt sufficient Lo enzble the derefits
from the ceduciions for the losses o be realised.

() Tae parent entity anc #s corfrolled 2ntities centinue o compiy with the cenditians for deductility imgosed by the law; 2nd

(i) Mo changes in tax enisiation sdversely effect the sarent eality and ifs controlled entities in realising the benefit from the dedugtions for
{5e losses.




Note 6: Key Management Personnel Compensation

3. Names and posiions held of parent enlity Xey management persorngl in office &t zny time duging the fnanchl year are:

Terry Cuthberison Chalrman — Non-Executive
Malzalz Camabell Maraging Directar — Executive
Peter Herd Directer — Non-Executive
Xizagin Dy Birecter — Execulive

Lir: Yuznsheng Director — Non-Execitive

lan Maltman Chief Finarcizl Dfficer

b, #zy Managemant Persoanel

Terry Cuthbertson 78

Malcalm Camphell 182,000 16,200 118,853 71,208 376,058

Peler Het 48 050 49,850

Kuseqin Du 105,000 & 450 5,567 13,059 HAE 181,967

Lir Yuznsheng 5,000 4 1150 8000 57,650

lan Maltzan 157 400 14175 13,867 13,059 whe 227,192
611,550 50,625 156,387 97,323 57,182 973,067

Terry Cuthbertson 167173 5710 81,563
Malcalm Camphell 180 503 15280 145111 B5.574 437,485
Peles Hest &9 BhE 69,050
Kusenin Dy 180,508 9920 37,483 147,383
Lir: Yugngheng ¥ 13306 1,158 12,943 27,407
Jim Grant # 1,154 184 1,258
lan Maltman 150,202 13,080 7038 #h A7 WaAEh 272,150

588,283 47,632 222,638 121,731 - - 55,955 1,036,234

i. Compensatiars paid oz periad fram 17 March 2005 to 30 June 2005,
i, Compensation peid far pericd from 1 Jaly 2054 20 4 July 2804,




Hote 6: Key Management Personnel Compensaticn [Continued}
¢. Compensation Optéons
Options Granied As Compensation

Kuegzin Bu 740 308 700,000 2817105 0.040%4 $0.50 Current 30/e/08
lar: Maltman 780 208 700,000 2817108 0.04084 $0.50 Cugrant Jnfe8

1,400,000 1,400,000

All eptiens geznted Lo the shove key managament perseanel have vested. The optiens will expire followiny the tast date for exercise aoted in the
tabée abeve. The exercise price is §2.50 pex option in acoorcance with the Executive Service Agreement. The service and performance ciiteria set to
determing compensalion are inciuded per Note &h below.

&, Shares lssusd on: Exercise of Compensation Options

Xdecin Du

51 Maltman

e. Gptions and Rights Holdings

Numder of apticns held by Key Management Persornel

Matcoim Campbell b,000,000 - - - 5000000  BO00000 000,00
Kaegin Du 00,000 780,508 - - 800,000 800000 800,020
lar: Maltinan 1,010,000 780,508 - - 1,740,000 740,000 740,080

Total 6,119,060 1,460,000 - - 7516000 7516600 7,516,000




Nete &: Key Management Personnet Compensation (Continued)

£, Sharehoidings

Mamber of shares held by Key Managemant Personnel

Terry Cuthbertson 0,000 - - - 0,000
Malzalzm Camphell 17,400,000 - - - 12,400,000
Petes Hest 4,000 - - - 0,000
Xuegin Du 11,000 - - - 10,000
Lir: Yuznsheng 384,104 - - - 3046,104

16,476,154 - - - 16,476,154

* Nt Change Other refers o shares aurchased o sold duzing the fnancial year,

h. Compensatiar: Practices
The board's pelivy for determining e nafure and smount of compersation of key management persoanel of the cempany i as follows:

The compensation structare for key management sersennel seeks 1o emphasise paymant for resulls by enstzisg that executive interests are
atigred with hose of the Campany through equity ownership andfar entitlement.

The objective o the compensation struzture is to both reinforce the short and tong-terss goals of the Cempany anc te provice a comman interest
betwesn manzgemant and shazehalders,

The compensation stuctare for key management sersonnel is hased on a number of factors, incluting particular experience of the individual
concesned, snd overall performance of the company. The contracts for service belween the company znd key management personset are on a
conlining basis the terms of which aze ol expecied te change in the immadiate futere, Upon reticemsnt Xey management persornel are paid
employes bensfit eatizlemsnts azcrusd o date of setirement,

A aotice period of thres morihs is arovided far dnder each execulive’s sezvice agreemend, with the exception of the Managing Dizecior, The

Menzging Direclor was on a three year cordract thal commencec an 57 November 2023 hat which was terminated by mutuzl agreement on
28 July 2086,

All ogtinas have been issued in accerdance with the terss provided for under each Executive Service Agreement, and as outlined in the Company's
prospecius at the time of Bsting. The key metrics of options en issue aze detaiied in note 6, table (+) sbove and nale 74 below.

Maleelm Campbetl received a cash Serefit curing the year ia the form of a Liviag Away frem Home Aliowance paid menthiy. This benefit was
provided on & tax paid basis fo My Camabeli under the ferm of his Executive Service Agreement,

Aueqin Do and lzn Maltman received cash benefits under the Lerms of their Execitive Service Agreement wheredy they receive this bengf an a fay
paid hasis o compensale Tor incems tay levied on compensation eptions recefved, The cash benefils were paid quariedy during the Erantial year.
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Note 7: Auditors’ Remuneration

Remunerztion: of the auditer of the parent entiy for

— additiag and reviewing the financisl reports 47 000 £7.750 47,000 47,750

Remunerstior, of other auditors of subsidiazies for:

— auditiag and reviewing the Tinzntigl reports of subsidiaries - 2,446 - 2,46
Hote 8: Bividends

3. Na inlerim dividznds have been declared or sald dusing the curren? rancial year, nor in the previows Fnancial year.
Tae divectors are nat recommending a final dividerd be said in the zurrent financisl year.
No Fnad dividenc was paid in the previaus finansial year,

b. Balance of franking azcount at year end adjusted far franking
credits azising from paymant of provision for income tax and daidends
recogrised as receivebies, ankng debis arising fram gayment of
prepesed dividends recognised as a liabiliy and franking credits that
may be pravented from distribution in subsecusnt financial years

lmpat of ary prapased dividencs aol recognised as a lability,




Note 9: Earnings Per Share

a. Reconziliztion of earniags to net loss

Het {oss [5,753,704] (4,450 %42)
Net lnss atlzibutable to aufside equity nferest 1977
Earaings used in the calculatian of basis ang diluied TPS (5,753,708) (4,458 4D)
b, foplying AASE 333

Weighiet average numaer of ardinary shares cutstanding 65,916,007 62,089 414
during the year used in salcaiztion of basic £FS

Weighted average rumber of apticns nulstanding not trealed &s dilitive 184574 17 13,471,036
Weighiet average numaer of ordinary shares cutstanting 65,916,007 62,089 414

during the yvear used in celeaistion of dilutive EFS

Note 14: Cash And Cash Equivaients

Cash at bznk and in hard 227,95 5198387 273 5,196,854
2,271,951 5,198,307 2,271,123 5,196,864
Rezanciliation 2f Cash
Czsh at the gnd of the financial year as shown
in the statement of cash fows s reconciled
e itesms in the statement of financial
ansition as follows:
Cash and cash equivalents 2,271,951 5,198,307 2,2710.3123 5,196,804
Note 13: Trade And Other Receivables
CURRENT
Trade reszivables 41618 h7120 29565 46,079
Provision far doudiful debis (1% 449) 11.04%)
7949 £6,079 29,569 45079
Term receivahles 37,033 17,012 37833 17617
67,602 43,691 67,002 63,691




Note 12: Inventories

CURRENT
At cost
Rew materizls and consumahles 247,749 Bib 218 243,377 AR
Previsian for Steck Obsclescence (7%.549) {88.004) 47,637) 184,860
175,746 456,711 175,740 456,711
Note 13: Gther Cusrent Assets
Prepayments 127147 110,731 127127 10,231
127,127 110,231 177,127 114,231
Note 14: Financial Assets
NON-CURRENT
Unlisted investments, at cost
— Shares in contralied eatilies 148,15 - - prmall 845,800
— Provision fer wrile dawn io recoverabie amaent - - {783,000) {285 805
- - 1 -
&, Unlisted investmenis movement daring the year
Balance at beginning of the fnancial year - - - 788800
— hdditional investment - - 1

Balance at the end of the financial year - - i 285,860




Rote 15: Controlled Entities
3. Contzalied Entilies

Farent Eality:

Mortec International Lisiled
Subsidiazies of Mentec taternatianal Limitad:
— {horgaing Mentze Co Limited China 2% 2%

— Montec Iaternational (HK] Limited Hoag Korg 108%

b. Centrolled Entities Acguéred

On 23 Mazch 2806 the parens entity acguired 105% of Mantec Intarnational (HK: Limited for a puzchase consideration of $1,
Mantec Internzliona? (HK: Limited 5ad been dormant arior to, and siace the date of purchase by Mantec Internzliona? Umited.

Note 14: Property, Plant And Equipment

PLANT AND EQUIPMENT

Plant and sguinment

A cost 728,702 h712 16,612 192 975
Frovision for weite off piant and squipment (2,978} (5,737} - -
Arcumulated depescistion 97,7873 (52 8255 (84 5ER] [4R.535]

Tetal Property, Piant and Equisment 128,057 147,160 128,057 147,140




Note 14: Property, Plant And Equipment [Continued)
a. Mavements in Carrying Amouris
Movemend i the carsying amoents {or each class of propery, plant and equipment between the beginaing and the end of the currert Francial year,

Ecenomic Entity:

Balance at the beginaing of year 147,140 - 147,160
Additiens 73638 - 23,638
Transfer asselin or o

Movement ar: exchange [361) - (3413
Movemeat on provision disposats of assels 219 - 179
Depreciation expense [45,179) - 145,179
Carrying amaunt at {he 2nd of year 128,057 - 128,057
Pazent Entity:

Balance at the beginaing of year 147,140 - 147,160
Additiens 73,638 - 23,638
Transfer assel in or o

Deprecistion exoense [42.741) - 127403
Cazrying amount at {he 2nd of year 128,057 - 128,057

Hote 17: Intangibie Assats

Goadwill, at deemed cost 750,494 2h05%4

lmpaizsent writs down of goodwill (250564} (2605641

Patents and azquired #ghts, al cost 3441704 3441704 3,443 704 3448704
Accalzted amerisation [%.544,610} (647 871 {3 544,610} (647 871
lmpaissment witz down of patents {1 369,356} - £1.369, 3063

1,027,733 2193833 1,027,733 INRER K
Total Iatangibie Assets 1,027,733 2793833 1,027,733 2,793,833




Nete 17: Intangibte Assets {Continued}
Impairment Bistlesures - Patents and acquired fghts

Paterss are alfocated to rash genesating units which are based an the groups reparting segments. Al patents recogaised zelate (o the Australian
segment, The recevessbie amounts of the patents are celermined based an value-in-use caiculations, Value in use is calcuiated based on present
value of cash flow projeclions sver a 0 year peziod. The cash Hews aze discounted using the yisid of 10 yesr governmend boads at the beginniag of
the budgel periad, adjusted for & wmarkes ssk remium and the compary's Weighted Average Cost Capital (WACE). The faliowing sssumplions ware
used in the vaiue-in-use calcelations:

Discount Rate Growith Rate
Acquired patents 17.1%

Management has based {he vatue i use calcutations an budgeted resulls for the acguired petents. Discount rates are ore-tax and adiusted to
incarparats risks assaciated with the comgany,

M grovdh szie afier b years has heers factored into the salcuiations as the Patenis exire &t that figure poial in time,

Impairment Distlesures - Goadwill

Gondwiil is atlocaied (o cash generating units whick are based oa the groups reportag secmends, Upon: Frai-time acdostion of A-1FRS, oodwili
was reviewed for impairmant en 1 July 2504 and 30 June 7005, using value-in-use salcuiztions. The value-in-ase catoudations based on present
value sash flaw forecasts, discourded governmend hoad vield rates fadjustad for 2 marke? fisk sremism and the company’s WACC as used shove]
cattulated thet g5 at 30 June 2805 the goocwill receverabie amount was $ril 2nd thereforz an impaizment loss was recogrised.

Note 18: Trade And Other Payables

CURRENT

Unszeured Habilites

Teade creditoss 0%,19h 61,748 98195 01,748
Sundry creditars and scenzed expenses 102,025 178,264 160,005 178,754

Amoand sayable fo
- whalfy-owned subsidiariss - - 3,390 3487
258,200 190,012 261,598 205,499




£00%
"

Note 19: Short-term Provisions

CURRENT

Employee bensfits 110,404 41509 110504 51549

Prevision for managemest resiructire R 317,854

222,366 61,539 222,360 61,539

& Number of employess &t year-end 9 7 i i
Hote 26: Contributed Equity

45,914,052 (2005: 65,915,007 fuily paid orinary shares Ma 15,457,080 th 45T 508 th 407,608 5,407 680

&, Jeinary shares

At the beginning of the reperiing period 15,457 080 FTTL78 AT 60 SI74078

Share mavemsnts duzing the year:

- Corwersion of h0.E05 epticns over criinasy shares ala 17 507 17,502

$0 3% exercise price per share an 29011704

- Share placement of 7 720,000 ordirary shares at 3.650202 3.850.500

$0.50 per share an 78/%/2504

- 18t trznzhe of share placement of 1923077 ardisary shares 1.080 202 1,000,200

& §0.57 par share on 26/31/54

- Ind tranche of share placement of 1573077 orcinary shares 1,020 202 1,000,200

5t $0.67 per share on 31/405

Transaction costs relating to share issues (234,000] (234,020:

At reposting date 15,407 4680 15,407,680 15,467,680 15,467,680

b. Kamber of asdinary shares No. Ma. No. No.

At the beginning of reporting period £0.914,002 54,319,843 £h.916,002 54319 843

Shares issued during the yeas:

- 78 September 2004 7,700,000 7.700.200

- 76 November 2004 1923077 1923577

- 31 Jaruary 2805 1923077 1923877

{Intions converled %o ordinary shares during the year:

- 19 Nevember 2004 h0,005 h0,205

At reposting date 65,914,062 656,914,062 65,914,062 65,914,062



Nete 20: Contributed Equity {Continued)

The fair value sscribed fo ordinary shares issued is based on the Lavel of cash subscribed or the fair value zssessed for services rerdered or
assets acquired with those issusd shares,

Ordirary shazes participaie in diidends and the preceeds en winding uz of the parerd enltily in proportion to the nzmber of shares held.

A shareholGers meetings each ordinary share is erditled (o one vate when a pell is called, otherwise 2ach shareholder has one vate ona
shaw of hands.

c. ptions

i, Forinfermztion szlating io the Menter Internadianal Limited employee option plan, iaciuding detzils of eptions issued,
exercised and Lapsed during the Francial year and the eplions oEstanding at year end refer 1o Nete 26,

i, Forinfermetion selating 1o share oplions issued te direclors and executives during the financial year refer 1o Nate 26,
AL 30 June 2004, thers were 10,807 324 (10 June 2505:13.465.75%) usissuad osdinzry shares for which eptions were oistanding,

Kote 21: Reserves

3, Fereign Curreney Translstion Reserve

The fereign cusrency franslziion reserve resords exchangs differences arising on transiation of a forzign controlled subsidiary.
b. Gplicn Resesve

The apticn reserve recards items recagnised as expenses an valzation of emploves share eplions,

Note 22: Capitat And Leasing Commitments

Operating Lease Commitmants

Nors-cancelable opezating leases centracled for but
not cagitalised ia the finareial statemants

Fayzhin
- nirt Tatar than 1 year - 7 - 20,708
- 20,708 - 26,708

Tae properiy lease is cutrerdly i a month fo manth basis, with rent payable in advence,




Hote 23: Contingent Assets And Liabilities

Olber than the contingent assels and labilizes noted in Note 32, and contingent tizbitities roted below, there wers ao other contingent assels of
centingent shilities at 32 June 2006,

Charles Stuart Baxter

There has been a claim mads against Mentec Iaternatioral Limited in praceedings commenced by Charies Baxler against Matcoim Campbel and
Mordec International Limied in the Sapreme Coarl of New Sosth Wales,

Basis for Froceadings

The peaceedings derive fram Mr Baxter's claim to be eatitled to shares of Montec Iiternational Limied held by Mr Campbell. The entilement is
alleged to zrise under arrangemersds which My Baxter enlezed inle with Mr Camphed prios o Mentec Internationat Limited's listing or the ASK,
Under those arrsngements, Mr Baxier has already recsivec sems shares in Mardec International Lissited from Mr Campheil. dut ot the entice
ameunt that he alleges he i dus,

Neire of Proseedings
Mordec International Lismied is the second defendant in the srozzedings,

The orly erders sought against Montes Internationzl Limited are coaditienal arders whick, in {he event that judgement is entered againgt Mr
Camphed, require Menter Inlematiaral Limited b0 fake the pecessary stens to out into efiect any arder mede fos the transter of Shargs,

As 5 sesull of Wis conditional ratare of the orders sought againstil, Mentec Iaternational Limited hes submitted to judgement and taken ro active
tole in defending the prozzedings en the basis that thers be na cests erder against it

Since the submittiag appearance was filed, Mr Campbell has continsed te defend the proveedings, and has filed 5 cross-clzim asainst Mr Baxler,
sesking 16 ealozsz a concarsent viligation andsr which Mr Baxter is allegedly required to (ransfer shazes in a separate company te Mr Campheil.

The praceedings are presenily st in the interlecutory stages. On 9 August 2006, Montec Internstionat Limited was served with a subpoena from Mr
Baxier, seeking docuzents in Montec International Limited's possession concerring, amangst other things, Mr Campbell's arevious deatings with
Muordec International Lismiec. The direclors believe that ro liadility is Ekely to accrue in relation fo 1kis matter,

European Patent Litigation
Option Agreement

0 5 August 2805, Montec Internatéonal Lismited entered into an option afreement with Mr Roberl Baxter, My Denis Pickwell, My Hassan Kekab and
Belland Carparation Pty Limited (Ontion Agresment). Mr Baster, My Pickwell and Mr Kokab [the Grantors: have righs ander a Settlement Agreemeant
ire selation 1o European psieals in fourteen Euronean coardries for menc-pramix technolagy Furopesn Patentsy, The Eurapean Patents relste fo

the same maro-oremdx lechaology as the paleals cusrertly Beld by Moniec International Limited for Ausiralis and New Zealand. &t the Ume of
signing the financial report for ke year ended 30 June 2505 the expenditire incarred was ot considered materigl and therefere ne disclosure as a
subsenuent event was dezmed necessary at thal tisme,

Pursuant to the Optior Agreement:

» The Grantors and Befland Corporation have agreed with Montes International Limited o enforce their zights to an assigament of the
Earopean Peients with & view to recuizing {he present satent halder fo assign the European Patents {e Beliand Corporation;

» The Grantors and Bedand Corparaticn grant Montec Interrational Limited an option te take an assigamest of the Palents. The
considerstion for the grans ef the apticn is the payment by Moriec International Lisited of the smoun: of AUD$Z5,084 and the
incdemrification af the Branters by Montec Intemational Limited in respect of sertain egal aad other costs;

o [ the exersige of the aptien by Moates Intesmaticnsl Limited, Bedland Corporatien and Mordec Internatiosal Lisised for a neminee of
Mente; International Limited) will 2xcouts a Patent Assignment Agreement parsuant to which Belland Corporation will assign o Mentsr
Interrational Limited for its nomineel s inlerzst in the Eusapean Patents. The purchase price of the European Paterss is AUDS2,080,002
less cestain legal anc cther cosis. The purchase price will be payabie partly by way of shares in Montec International Usitec and partly
by way of cash. Shares issued in seittement will be vatusd at na? iess than §72.50 per share under the srrangament.



Nete 23: Contingent Assets And Liabilities {continued)
Enforcement of rights

On 9 August 2005, My Baxter sxercised (by notice] his rishis to the Exrepean Psteals uader the Setilement Agreesent (the other Grartors have
assigned their sghts undes the Seltiement Agresment to Mr Baxzer]. However, in breach of the Seltlement Agresment and cantrasy te the natice
given by Mr Baxter, Associated Fong Technelogy Pty Limited (AFT} {be patertee of the Eurapean Patents] failed to assign the Earcpesn Patents to
Belzarnd Corparztion and purported o assign the Euzepesn Pateats to sn Amesican company, Coolham Heldings tac.

Subsenuenty, Mr Baxter and Beiland Carparation commenced precsedings against AFT, AF) Management Pty Limited SAFIM] and Ceolham in
the Supreme Ceurt of New South Wales sesking, ameng ether tings, a declazation thal Beliand Corperation is entitled ty the Euzepean Patents
and {hat AFT should fosthwith assigr. the Eurepezn Paients to Belland Corporation. These procestings are continuing, Pursuant te the Option
Agreemend, Montec Intematicnal Limted is indemnifying Mr Baxter in sespect of the legal costs he inours in the proceedings.

Cross-Cisim

On 2% July 2026, AFT and AFIM Broaght a Cress-Cleim against Mr Matcoim Campbell, Montec International Limitec and Mr Baxter, The Czoss-Claim
aieges thet Mr Campbell, an his own behall and an behall of Menter Intematianal Limited, conspized with Robert Meswn Baxter wrongfully with
ther sale or predeminant intention of inuring AFT and AFM and causing loss te AFT and AFIM by aderfering wizh the busingss relationship befween
AFT ard Cealiam Holdings Ing, includng interfeding with a parported sssigamend by 88T to Cealiazs of the Euzapean Fatenls,

Outtock

Mante: Internzlionat Limited understands that, i the case proceeds 10 a final hearing, A witl net e heard and delermined defore the end of

2807, Montes Intesnatianal Limiled helieves thal Mr Baxier and Bellznd Corporation’s clzim is reasonably argaable and that the Cross-Claimants’
conaspiraty claim has enfy a remole prospect oF success. Gther than in respect of legal costs, the directors believe thet U is rot pessible le quantily
any Lkely fighitity af this stage.
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Hote 24: Segment Reporting

REVENUE

Exiernat sales 278,390 33,273 - 008,463
{ther segments

Total sales revenue 278,390 341,273 - 008,463
Unailocaled revenue - - - 3780
Total revesue fram erdinary activitizs 867,243
SEGMENT RESULT

Expenses (3,556, 254) (2054,698] - {h,562,949}
Loss fram ardinary activities before income lax expense {5,253,706)
[ncame (ax expense

Lass from ordinary activities after income fax expense {5,253,706)
ASSETS

Segment assels 2570 343 00,880 (3,398 3797 610
Total asseis 2,926,143 886,865 (3,398) 3,797,618
LIABILITIES

Segmant liabilities 471,958 - (3,398 448,560
Total tizhitities 471,958 - (3,398) 468,560
{ITHER

Aequisitions of nen curreat segment assets 37 73,31 - 23638

Depreciztion and amartisation of segment assets 27607 2%h 855 - 441522




Note 24: Segment Reporting {Continued)

REVENUE

Exterral sales 174,51 152,877 - 389 323
(ther segments

Total sates revenue 174,51 152,877 - 389 323
Unzliocated revenue 242 773
Tetal reverug from orcingry activities 632 044
SEGMENT RESULT

Expenses (2,313,208) (2,779,753) - (5,097 3E8)
Loss rom ordinary eclivilies hefore incems tax expense {£,460,912]

[coime tax expense - .

Loss Trom ordinary sclavilies after income tax expense {6,460.02)
ASSETS

Segment assets 8,141,328 74,095 [1%,487) 709 933
Toetal assets 8,111,325 874,095 (15,487) 8,769,933
LIABILTIES

Segment lahilitieg 250,480 14,550 [1%,487) 251 Bt
Tetal Labiliies 250,480 16,558 (15,487) 251,551
(THER

Acnuisiions of non current segmest sssels 11,884 79,940 - 01,824
Denreciation and amertisalion of segment assels {482.003) £400.762) - {RB7 565)

Primary reporting — Geographical segments
Aceoariing Priicies

Begment Tevendes and expenses arg these directly silributabie to the segments and include ny jeint revenue and expenses wheze 3 reasonable
basis of allocation exisis.

segment sssels inciuce all assets used by a segmant and consist principaliy of cash, receivables, inventaries, intangibles ang sropesty, plant and
equisment, nel of sliowances and accumelated depreciation and amoztisation. While most suzh assets can be dizecily attributed to indivicial
segments, the zarrying amount of erlain assets used jaintly by twe or move segments i sliocated o ihe seoments on a ressoaadle basis,
segment lishiities consist principally of accounts pevabie, emplayes entitiements, ascrued expenses, provisions znd berowings.,

Iner-sepment Transfers

Segmerst revendes, expenses and resull include transfers belween segments, The prices charged on inter-segment transactions are he same &5
those tharged for simitar goads Lo parties autside of the ecanamic eatéty at an arm’s Lenglh. These transfers sre 2liminatec on consolidation.

secondary Reperiing - Business Segments
Manter Intemztionat has orly one lne of Dusiness, that being {he sale and marketing of monoansatarated dairy technalagy.
Impairmant Less

An impatanent Less amounting to §1,36% 356 retating o acquired rights within the Austrslian segment was recognised as &n expense for te yesr
erdzd 32 Jane 2000,




Note 25: Cash Flow Information

& Revonciliation of Cash Flow Troz: Opezations with loss
from Ordinary Activities after Incems Tax

Loss Fam ordirary activities after income iax (5,753,704 [4.46017} [5.247.728] {4.575,74%3
Non-cash flows in Loss from oxdinary activities
Amartisation 395,743 B48,901 395,743 R36,796
Depzeciation 4h 579 33904 42743 31500
Write-c# of certain Acquired Rights UR9 477 Uh0.422
mpatrment write dosws patents 1,509 348 1,369,3h0
Stafl share apticn expenses k099 he,098 R8.039 ha29%
rmpaizment write dow invesiment 78R 802
rmpaizment write Jows goodwill - 120534
mpaizment write dow net assed of subsidisry (9.570] 12,284
{ther ron tash items 3,068 41h 415
Channes in assets and ishifities, net of the
gfiects of gurchase and disposal of subsicizries
Decreaseflincrease? in trade and 73,409 £1.399 ] 18,782
oiter receivables
Decrease/lincresse} in prepayments (16.360) 140,473 [16,594) 7247
Decrease/lincresse] in ivenleres 280,733 007 A5 80,97 {51,473
Increasel{geceease} in trade creddtors 19 B4 {70,480 BA.099 (3,752}
ardl accruals
Increasef(decreased in provisicns 100,828 5 160,87 3616
{ash flow from eperztions {2902.717]  [2.407070)  (2.9063,162] (24077413



Rote 25: Cash Flow Information [Continued)

5, Aeouisilion of Entitizs

During the current year 108% of the cordroiled entily Moatec
Imermationsl [HK] Limited was scquied. Details of this dransaction ase:

Puschese consideration 1 419 1 4395
Cash consideration 1 4195 1 4395
Cash [ouzlew)finflow in (4,155} 1) [4,19%)
HAgsets and liabilities held at acquisition date:

Cash 1 - 1

Recaivables - 0874 - 6,874
|sventaries - bt - B47
Property, plant and eguipment - 762 - 157
Crediters - (2,454} - {7,484)
Goodwill/(Discourt] on 2onsoédation - 1,584} - [%,504]

Mincrity inlerests in acquisitians

During the priar year the remaining 10% of the contelied entity i 4,195 1 4,195
Chenggiag Morlec Co Limited was scquired.

¢. Mon-cash Finanzing and lavesting Activities
i Share issues
There were no nan cash financing o2 investing activities undertaken dusing (ke financial year ended 32 Jene 2006,




Hote 26: Employee Benefits

Employee Share Option Arrangements

Or: 28 Juzy 2205, 700,000 share cpticns were geanted to an executive to take up ordinary shares al ar exercise orice &f $U_.%U per Share in
accoréance with an Bxecutive’s Service Agreement. These aplicns aze exescisabie en o before 38 Jurne 2008 The options have a0 veting or
divitent righis.

. On 28 Juy 2305, 700,000 sharz epticns were grantzd to an sxecutive ta teke up ordisary shares at an exercise orice of $0.50 per shaze in

accordance with an Bxecutive's Service Agreement. These apticns aze exeszisabie en of before 32 June 2008, The options have a0 veting or
givitdend righis,

£ 0n 73 Juty 2205, 74,000 employee share options were granted to sta? {o take up ordinary shares 56 an exercise price of $2.50 per share in

accordance with the company's Emplayes Share Option Plan, The aptions ase exescisable e oz before 32 June 2008, The aptions have no
vating or diiderd rights.

. O 18 Novembar 2005, 33,020 employee share aptiens were granied 1o staff 1o sake up ardinary shares at an exercise price of $0.58 ger

share i accordance with the cempany's Empleyes Sharg Option Plan. The epticns are exercisable en or before 52 June 2028, The options
fave no veiing o Gividend rights,

The clesing share mazket price of an ordinary share of Mordec Iniernational Lizied en the Austzalian Stock Exchange at 30 June 2006 was §2.22
135 Jure 2005: $0.35).

& Movement in the number of share
apticns held by employess aze as follows:

{laesing balance 1,534,508 436,657 1,134,020 436,667
Granted during the year 1,404 202 745,333 § 404,020 748333
Exercised during the year - - -

Lepsed duztng the year - 48,000 - 48,200

{lesing Batarce 2,588,060 1,134,008 2,588,600 1,134,060




Note 26: Employee Benefits (Continued)

b. Detaiis of share nations cutstanding as at end of year:

15/8/2004 $0.56 24,050 24,080 24,000 24,000
18/9/2004 $0.50 168,333 168,333 164,333 148,333
18/9/2004 $0.50 h5,020 505,050 505,000 505,000
12/11/20%3 $0.50 100,020 108,020 102,000 £00,000
30/11/2083 $0.50 336667 338,067 336407 336,507
to 307877004

234712008 117138 $0.50 4,050 - 24,000

2807/2008 117138 $0.50 1,400,020 - 1,408,000

1B/11/205 117128 $0.50 30,050 - 32,000

2,588,600 1,134,600 2,588,000 1,134,060

£. Detzils o Shares Granled

There were no shares granted fe emaleyees as remuneration in the
financial year erdad 3% Juse 2006 (2005: nil granted)

Note 27: Events Subsequent To Reporting Date
Other than the subsequent svent noted in Note 30 and those notec below, there were no other materdal evenls subseguent {6 reperting date.
Cessation of Managing Director's Employment

The board of Mentzc tatermational Limited resctved net te seappoint Malcoim Campbell ta a Tulure term as Managing Directar of the Comaany.
They furiher resolved that it wouid be in the best interest of the Company to enc the curreat contract appainting Malzalzm Campbell as Managing
Oireezos. The cessaticn of Matcoim Campiel's emaleyment occurred en 78 July 2006 by ssatizal agresment,

Peter Rerd was sppeinled by the board on 28 July 7004 to the act as emporary Managing Dizecior until a suitzbie replacement can be eagaged.

Appointment of Roger McGrath as an Alternate Director

The hoard of Mentzc taternational Limited resctved to eppoint Mr Roger McGrath gs an Allernate Director of the Company fos Mr Lin Yuansheng,
effective 19 July 2808,

M1 Mehrath was previously a Direclor of KPMG 2nd brings 1o the Board over 40 years of experience,




Hote 28: Retated Party Transactions

Transaclions betweer related pariies sre on aormal commerciat lerms
&nd corditions ng more favorsbie than those available to ather parties
ualess ctherwise stated.

Transactions with relgiec garties:
i. Controlled entities

The inter-zampany posiion with Changeing Montes Ce Lig
is a5 faliows:
- inter-company pavakle

The oulstanding Loan has been eliminated or consclidstion,
There were no inter—ccmfany receivables of pevabies wilh respect
to Montes Intesnatiensl (HK) Limited,

ii. Director-related Entities

No fransactiens with disecior relzted entities occursed in the
year eaded 30 lune 2E0e.

iit. Girectors

The follewing related parly Uransactions with direstors of Moates
Internationat Limited ozeuzrad duzing the fnancial year endad
30 june 20%6-

- Cansulting fees payadle to Lin Yuansheny for strategic advice and
marketing services related 1o ching exparsion,

The Tollewing related party transacticns with directors of Montes
Internatinzat Limited or contzelizd enlisies aocurrec Guring the
financial year ended 38 June 2085

f $4,195 was made ta Dr Du as corsideration fer the

- 8 paysment of
5% of Chonging Mantec Co Lid,

to
aufchase of
- the issue of 120,202 Montec Internaticnal Lisited optiens
exercissbie 5t $0.55 par sharz ang expiring an 30 Juae 2506 was
made as considersiion for 1% of Chengaing Moatec Co Limited fo

Or Weiyaan Wang, a directar of thal eatity. The izplied value of this

censiceration was $8.390 epalying the Black Scholes eption
vzluaticn methodoiogy.

- & payment ta Peter Herd for consuifing services relsied o
atrangemanis with Dairy Farmers,

- Corsulting fees payadle to Lin Yuansheny for sirategic advice and
markeling services relaied te China exgansion.

§.008

419%

8390

2,000

12,303

3.398

8.000

15,487

8,490

20300

12,503



Note 28: Related Pasty Transactions (Continued}

iv. Share Transactions of Directors

No share transactions of direclers oczured
during the financial year ended 30 lune 2806,

No share transactions of directers oczured
curing the finanzial year eaded 30 June 7805,
ether than the fellewing:

- The purchase by BAIC Austrzlia Pty - 2,020,000 - 2,000.000
Limited, of which Mr Lin Yuansheng is a
disector, of fully paid ordinary shares in
Mantec Internzlioaat Limited in
accerdence wilh a placemens
agreement daied 22ad Oclober 2004, &t
the time af the share subseription, Mr
Lin Yuansheng was not & director of
Mantec Internalional Limited.

- Melcelm Campbell sold 15200 crdinazy - 7 E00 - TR0
shares in the company thal had been
acguirad oa marke? in the pricr Frantial yesr.

Rote 29: Financial Instruments
3. Interest Rate Risk

The sronosic enlity's expostre to inlerest rale risk, whichk is the risk that a financial nelrzment’s valie will Hecluate as a resull of changes in
market interest rates and the effective weighted averane inlerest rales on classes of francial assels and Erancial labilities, s as foliows:

Financial
fasels:

Cash bob%  BI2% 277 BAYE - - - - - - - - 2177 5,198

Financial
Liabilities

Lease - - - - - - - - - - - . . -
Habilities

Al other assels and Labilies are nan-interest bearing,




Note 29: Financial tnstruments {Continiied)
3. Credit Risk

The maximam exposire to credit sisk, exc‘ucmg the valae of any coliateral or ather security, & balance date to recognised financial assets i
the carzying amount, net of any arovisions for deudifiel debts of these assets, as disclosed in the statemend of financizl pasition and noles {c the
financizl statemants

Credit risk for derivative finareisl instruments arises from the potentiat faiture by counterparties fo the centrizct to meet their oaligations. The
Campany has na gxposare 1o forward sxchange conlracts of interest rate swaps, nor other lorms of desivative finanial instraments.

Except for the Tellowing concerdrations of cradil risks, the ecanomic entity oes nat have ary metesal cradit risk expesuie to any Singie deblos o
group of deblers under Brancial instruments erdered inlo by the economic entiy,

¢. Net Fair Valuss

The net fair values of unlisted iavestments where there Is no organised financial market, the net fair valde has been based oa a ressonable
estimation of the anderlying aet assets of disceunted cash Pows of the invesimend. For other assets ané ether Hsbizities he net falz valug
approximaies their carmyng valus.

d. Derivatives
The econemic endity has nat partivipated in the use of any derivative fingntigl instruments duzing the year

Note 3G: China Business Straciure

Tse Company's businzss ackivities n China have necessiated deafiag with a lecal company [sounterparty) demiciled in Ching. This arrangemers
hag been required as the Compeny dogs nol have the relevanl basiness ticense or tax status to efectively conduct business &% & aringizat in
the courdry,

Tae Comgpany has thereloze cenducted husiness in a manner whereby ihe China damisied ceunterparty iacarred sxpenses in relation to advertising
and marketing suppert, anc zelated acminisirative expenses including sataries of counterparty stafl, which the Compary agreed to be chargad

foi by the counterparty. The Company semitted funds ia sdvarce [ardar inan agreement? with all appsoved charges deductad from the foan
balence. This expendiiure was 1o supgost the marke‘:mg af firished products purchased, owned and traded by the counterparty that were in-

tarn manafactured with input of cestain raw matesials sourzed from Mentec inclading the Company's prapriet arg.r premix £ for which 4 ¢ hcrged

tae cognierpazly a royaity, The Company did aisa derive income froz the sale of cream recovered by the counterparty through its contr ttmg of
srocuct sanafacture. Based an these arsngements the Cosmpany 02 not generally erter inte agresments with processars 1o manufacture stock
e the Company's behatf, s into arrangements with supermarkels 3o sell stack. This was fo be cempleied by the engaged counterpar y. In {he
case of Beijing Sanyuan Foods & irecl agreesmenl was entered into in Juse 2805 to exoress the special relationship with this party, which is alsc
a shstantizl sharehoider in the Comaany, However, the transaciions regarding processing and trading arrangesments were cordracted with the
ceunterparty in the dsual manner.

Subsequent 1o yesr nd, an oagoing and yel inzomplele revisw, has shown that differences exist between the infozmation Manter histerizaly relied
apan for finansisl reporting and the historical fimancial records of the sacnterparty recently pravided to the Company 2t the Campany's request.,

Review of 1his infarmation subsecuently proviced by the counlerparly incizates that the counterparty believed that the arangement was that i was
aot acting o0 its own Dehaif, but on bebaif of the Company, by produciag investory and seliing this ento custemars af a masgin,

The Company has reviewed sli agreements it uaderstands 1o be 7 place with the counterparty and is satisfied that its understanding of the
arrangemants in slace betwesn the Company and the counterparty, as descrived above gnd as sccounted for Dy the Campany, cotrectiy reflect the
Company's righls and abligations uncer these agreements.

Wiile the inconsistencies reguire farther investigation: the codrieraarly has coafirmed {hat the net prepeid balance the Company uncerstands to e
avazlabie &5 at 30 June 2806 i consistent with that refiecied in the Company's accaunts.,

The Compaay does net delieve thet the impiications of any inegularities will be materizl to the historical fnancial infarmation previously reported
However, further investigation may resul Lineither 2 claim made by the Enmaawy ot against the Company 0z a combination of these autcomes,

Heweves, at t hissage gt the revies it is act possibie ta reliably estimate whether any such actiens will arise or the Akely amourds of any such
contingent assels or lishidties, The resulsnf the Company's furiher investigation will be sade available 1o its shazehalcers as this information
aecomes availabie and eny menies Toard fo be outstanding on ascount of the Company witl be agoressivesy persued by the Company.



Note 31: Company Betails

The reqistered office of the Campany is:

Marter Infermationed Limited

L0 Australian Company Secretzries Ply Ld
Level b, 255 Gecrge St
sydney NSW 2000 Australia

The principal alaces of busisess aze;

Mantec [nfermational Linded
Syibney, Australia

Level 6, B% Yark Strest
sydney HSW 2000

Hinathan, Ching

Room TAZ, Stcm Yip Ceatre B,
Me.9 Shardang Road
Oisgdao PRC 266271

Hdiing £hing

Room 3202, Buildiag Na.?,
B8 Jan Guo Road,
Beifing PRE 102075

Sharghal Ching

Rocm 427, Building No 2,
hE0 Cas Bac Road,
shanghai PRE 202233

Chanmying Monter Co Limited
Chongying, Ching
atite 234, No 108 Keyuzn Jrd

Hi-iach Indusirial Developmend Zenz
Choagging PRC 402039




Tae directors of the Company declare that:
1. The financizl siatements and sotes, as set aut on pages 70 to 4% aze in accordance with the Cerparations Act 2081: and
g comply with Accounting Standards and 1he Cosposstions Regulations Z001; and

b give a tre and fair view of the Francial pasition as at 32 June 2086 and of the sefermance for the year ended on that date of the
Compary and econcimic erdity;

2. The Chiel Execalive Géficer and Chief Financial Cilizer have 2ach declared thal:

&, the finaneial records of the comgany for the Erancial year have bean properly maintaised in sccosdance with section 286 of the
Cozpnzations Act 2801,

b the finzncizl statemants and notes for the financial year comply with the Accountisg Standards: &nd

o

the finzneizl statements and sotes for the financial year gie a trde and fair visw,

e

In the directers” opinicn there aze rezsonable grounds to betigve that the Company will be gble fo pay its debis as end when they become due
&nd payadle,

This deciaraticn is made in zccordance with a resclution of the Beard of Disecioss.

Y

Terry Cithberison Peter Hexc

Chairman Managing Disector
Dated this 251k day of Sepiember 2006
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AUDTTORS INDEPENDENCE DECLARATION
T THE BIRECTORS OF MONTEC INTERNATIONAL LIMITED

B seeordancs wirth the requirements of seetion 3070 of e Corpomiions Act 2001, as fiud
andizor for the audit of Monsee Intemnationgl Linsized for the vese eoded 30 fuse 2006, T declarse
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INDEPENDENT AUBIT REPORT

TOTHE MEMBERS OF MONTEC INTERNATIONAL LIMITED
Seope

e finaucial report and divectors regponsibilicy

The financial FepoLt comprises the statement of balmncee shees, Ineome statemens, staement of
i eduiey, cagh Fow statemsent, aoromipanying notes i the Boancial soemenrs, and the
diseceors declaration for buth Monsee Inteenational Liveieed fthe company and the eIy

andd irs controlled entities {the consolidated eaniyy, for the vear ended 30 June 2006, The
commsolidared enity comprises bad the company and the eomites i comzolled during thar vese,

v of the EOIANY 46 1espo by for the prepuie ton annd e and faly presenraton
of xin’ rm,m fal repost i accordance with the Carpora o 2001, This includes
rinpossibiliny for the matoremince of adeguate accounting records and nternal conrols thay are
designed e prevent and detecr fraud and error, snd for the acconnsing podicies and accouaring
esthogees nberent i the Snndal report,

Andil et

We conducsed an indepeadent aadis in order 1o express an opinion e the members of the
company, Chur audit way conducted In secordance with Avseralian Auditing Srandards, b ceder
e [rrovwidde reasonalde assnrroce as (o whethies the finsacial reportis free of raserial
risstrement. Thi AT of an asdin is influenced by favtors such as the wse of professional

: ; ations of el control, and the svailabilizy of
Therefore, an audit cannot guaraniee thar alt

persuasive rather than umdmj\‘v evidence
raterial misstureniceas have leen detecrod

W performed procedozes w assesy whether in afl matersi respects the Boancal repors presenss
Eigly, in accosdance with the Comporations Act 2001, including m'amp}iﬂnw with Aceourisg
Stanchands and other mandatory Snancil reporning zu,]mzr,mcm i Auseealin, o view which i
cossistent with oor saderstreding of e compasys and e consolidared earins financial
posigion, and af sheir per.tr;z.m;mce. as represented by the results of sheir operations and cash
thiws,

We formed our audiv opinion on the basis of these procedures, which included:

* crarining, on o st basts, nformaion o provide evidence sapposting the smounts and
sclostsres i the fnanciat repost and
® agsessing the approprisiencss of the acoounting policies and disclosures vsed and dhe

peasonisiteness o

poifleant acconnting estmates made by ihe diecctors,

irrernal conirils over finangial

weo ortsidered the effecthveness of IRAL AT

”\’3 Lovsa By QB e e s ) ] ey I 1 .
QYR o e raposting when deversndning the narore and extent of our procedieres, onr mudiv was nor

Syliney NEBE ST designed o provide sssuraned o intena] conimol.

Fooli i A
E st o
W e gt aiinadin i

Tdend T MW
A 35 054 TEY TR




Grant Thoraton

INDEPENDUNT AUDIT REPORT
TO THE MEMBERS OF MONTEC INTERNATIONAL LIMITED (cont}

Endependence

o corducring our andly, we followed aopbicabls independescr reguirements of Aastralian
i conducting our audiy, we Tollowed applicable ndegrendesce teguirements of Auseralian
professionst cthicel pronouscenivnes and e Corpotamons Act 200,

Augdit opinion

Eenour opinicn, the foancial sepor of Monee Iewenarionad Limired i3 in aceordanee with:

{ay the Corporatons Act 2001, including

) grving A v and By view of e company’s and conselidared entirys fnncial
pedsicn as at M June 2006 dad of their perfodnance for the year ended on thar
e aud

{if vennplying with. Accounting Standards in Avstzaliz and the Corporaions
Repnlarions 2001 ane

{by other mandatory financiad reporting requirements in Auseealia,
- T Y e
F " -

GRANT THORNTON NAW

{hartered Acconntants

M

A ADIAM-SMITH
Parimes

Swdney 29 Beprember 2006
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Tae following addiiona? information is required by the Ausiralizn Stock Bxchange Ltd in respect of fisted public companizs,

1. Shareholdiag

S Distzbution of Sharehelders Number as at 29 September 2005

1- 1202 %
1.00% - 5,020 H
h.00% - 10,208 a3
10,001 - 100,202 407
100,002 - and aver X
946
h. The aumber of sharehoidings held i less then maskelzhie parcels is 377,

o

The aames of the substantizl shareholdars listad in the Compary's register as at
20 September 2204 are:

Mz Malcelm Campleil 10,795,634
Aeare Capital Limsted 4200,080
BAIC Ausiratia Piy Limited 3845154

4. Voting Rights
The vating righis atiached 1o each class of equily security zre as faliows:

{(sdinary shares

— The right to vote at a gesessl meeting of sharekolders (whethar present in person
05 by any :'erfeserziatéve, poowy A a8oeney] on & show of hands [one vete pes
sharehelder] and en a pell [ans vate per shaze).
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20 Larpest Sharehoiders as at 25 September 2004 — Ordinazy Shares

Mr Maicoim Campheld 10,795,034 138
BAIC Australia Pty Limited J846,154 b3
Matinsad Nominses Limited KRN 462
GE Comemercisl Corporation HAustralial Pty Umited 7218257 3.35
Invia Custodian Ply Limited <Thirty Five A/C> 2208080 334
RBL Giabal Services Australia Nominees Pty Umited <MLCI A/C> 2144,650 3.26
Dr Sregory John Slater <Slater Family Accoani> 1,202,080 1482
Alzezene Enterprises Pty Liméied [REIVRINE 1.40
Mrs Kerst Ans Hendry [REIRRIE 152
PEK Tnvesimenis Py Lid 108,120 152
JP Margan Nominzes Austzelia Limited 64,680 1.46
Mr Stephen Thomas Pirsie 521,580 120
Whorouly Py Lid <Carisima Family A/C> f02,020 1.21
Mr Bosis Jansen 741,450 112
Mrs Janice Margarel Hacking 805,020 0.59
Feltriz: Pastoral Co Py Ld <Staughtor Bxac 5/Fund AlCs 808,244 0.%1
Ziba Py Lid <Michze! Marniag No 2 AfC» 566020 0.5
Bavitles Executives Super Fund Pty 1ié <Bavilles Execative S/F A/C> 507,413 0.76
Ms Gail Pairicis Cleary 502,020 0.76
Mrs Pridence Arn Lowther 5%, 020 0.68

35,091,724 53.24

The name of the Company Secretary is Mr Nick Geddes, Mr Geddes qualifications ar:

Fellaw -The Institute of Chartered Acsountanis in Engtand and Wales [FCA)
Fellaw- The instilute of Charfered Actountanis in Ausiraliz

Fellaw- Chartered Seceelares Australia

Fellow- Thartesed Institute of Chartered Secretaties

The zddress of the registered office i Aastralia is:
Level b, 255 Gecrgs St

aydney HSW 2000

Tetephene: 02 5257 1933

The zddress of the Company's Aesiralisn Head Dffice is:
Levzl 6, BE Yark 5t

sydney NSW 2000

Tetephene: 02 5299 0021
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Regisiers of securitizs are hetd at the follewing adoress

New Sauth Wales Registries Litmiled
78 Margaret 8
Sydney NSW 2202

Stack Bxchange Listing

Quotation kas been granied Tor ail the ordinary shazes af the Company on ail Member Exchanges of the Austrzlian Stock Exchangs
Limited.

Difference in Results Reported to Austzalian Stock Exchange

The resulls reposted 04 13 September 2506 to the Austrzlian Stock Excharge in the preliminary final seport do nod dister from {he resulls
seporied in these accounts.

Ungunted Securiies
Optians aver Unissusd Shares

A total of $0,807 326 cpticns were on fssue 25 ai 30 June 2204 to 33 holders of ordinary secusities. 802,000 opticns aze onisste o a
direcler under (e Menter Inlernational Limited employee optior alan,

Restrictad Securities
Ordinary Shares

(1 the 65,916 202 erdinary Shares on issue as al 30 Jung 2080, b7,249,336 were queted on the Ausiratizn Stack Exchange. The ramainder
was subiect to esceow restrictions as faliows:

4,465,686 12011404 36 months [volaniary)
4,200,020 1201407 4% months [volarary)
8,606,660

Options
(1 the 1,857 326 unlistec opticns on fssue 25 &1 30 June 7004 none were suhject to esceow restiictions,

Cash WHilisation

Moatec Intersational LisHed has applied the sash, and assets readily convertibie (o cash, held at the time of admission to the official
fist of the Australian Stack Exchange un a basis entizely consistent with ils husiness objectives. as outiined in the company's Usting
arospectys dated 77 September 2083,









