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SUN CAPITAL GROUP LIMITED AND CONTROLLED ENTITY
DIRECTORS’ REPORT

Y our Directors submit their report for the financial vear ended 39 June 20603

DIRECTORS

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

Paul Harris, Chalrman (Appointed 10 November 2004)
Clive Barrett, Executive Director (Appointed 17 September 20043

R C Smith, Non Executive Director

Emmanuel Correla, Non Executive Director (Appoimted 10 November 2004}
G Snow (Resigned 10 November 2004)
J G Henderson (Resigned 1) November 2004)

DIRECTORS INTEREST

At the date of this report, interest of the directors in the shares and options of the company were:

Director Shares Opticns
P Harris BSR,000 -
C Barrett 12,500,000 -
E Cormreia 494,524 -
R.C Smith 528,560 -
Total 14,381,024 -

Mr Paul Harris {Non-Executive Chairman) — {Age 60}

Mr Harris has had over 30 vears experience in the securities market in Australia, holding a number of senior positions in merchant
banking and stock broking firms.

Mr Harris is currently a director of a number of listed and unlisted public companies including Ten Network Holdings Lwd, Wilson
HTM Lid, Gresham CEA Management Limited and the Centenary Institute for Cancer Rescarch. He is also a director of the
management companics of the Australasian Media and Communications Fund and the Technology Investment Fund

Mr Clive Barrett {Executive Director) — {Age-46)

Mr Barrett was the founder of Victor Paul Enterprises Pty Ltd {VPL}, one of the leading direct response marketing companies in
Australia. VPE utilised television and print advertising to market a variety of products that included exercise equipment, kitchenware,
cosmetics, books, ¢d's and other houschold items. Under Mr Barrett’s stewardship VPL also became a teading exponent of celebrity
endorsed products and was responsible for branding products with pames ncluding lta Buttrose, Dawn Fraser, fan Healy, fanc
Flemming and Melinda Gainsford-Taylor.

in carly 2000, Mr Barrett sold his last remaining sharcholding in VPE to Guthy-Renker, a targe American corporation that is
recognised as one of the leading direct marketing companies in the world.
Mr Roger Smith {Non-executive Director) — (Age-58)

Mr Smith has many years experience in retail trade and financial planning. He has held a number of proprietary company
directorships and has been successful in the operation of a number of wholesale retail businesses in Australia.

Mr Emmanuel Correia (Non-executive Director) — {Age 36)

Mr Correia has over 12 years experience in the provision of corporate finance and equity capital markets advisory services. Mr
Correia has held senior positions with a number of Big Four accounting firms and boutique corporate advisory firms both in Australia
and i the United Kingdont.



SUN CAPITAL GROUP LIMITED AND CONTROLLED ENTITY
DIRECTORS’ REPORT (CONT’D)

REMUNERATION REPORT
This report details the nature and amount of remuneration for cach director of Sun Capital Group Limited and for the executives
receiving the highest remuncration.

Throughout the financial year the Company did not have a remuneration committee as the directors believed the size of the
consolidated entity and the size of the board did not warrant its existence. All remuneration paid to directors and executives is valued
at the cost to the company and expensed.

During the current financial year the directors will set the amount of directors fees to be paid to the chairman and the non executive
directors having regard to their individual contributions, the size of the economic entity and the associated level of activity. 1t is alse
the directors infention to put to sharcholders, this financial year, for consideration the issuc of a market based directors option
package.

There is no direct relationship between the remuneration of the directors and the financial performance of the cconomic entity.

Directors’ Remuneration -~ For the Year Ended 30 June 2005

Total
Salary, Fees & Superannuation
Commissions Confribution Superannuation Gptions
k3 k3 $ $ $
P Harris . . . . .
C Barrett . . . . .
R C Smith 16,080 - - - 16,000
E Correia 31,000 - - - 31,000
(G Snow . . . . .
I G Henderson 80,720 . . . 80,720
127,720 - - - 127,720

Other Executives of Sun Capital Group Limited

During the year there were no other executives involved i, or concerned in, the managenment of the affairs of the cconomic entity
during the vear.

On 1 July 2005 the Company appointed Mr Mark Baker as the Chief Executive Officer of the Company. The employment agreement
is for a relling 12 month term. The agreement with Mr Baker stipulates that a three-month notice period for the termination of the
agreement is required. In the instance of serious misconduct the company can terminate employment at any time. Other than normal
acerued satary and benefits no termination payment is provided for under the agreement.

DIRECTORS MEETINGS

During the vear the company held meetings of Directors. The attendances of the Directors at meetings of the board were -

Director Number of directors meetings  Number of directors meeting
attended held (a)
P Harris ) 5
C Barrett 5 5
R C Smith 10 10
E Correia ) 5
I Henderson ) 5
G Snow ) 5
(a) Reflects the number of meetings held during the time the director held office during the year.



SUN CAPITAL GROUP LIMITED AND CONTROLLED ENTITY
DIRECTORS’ REPORT (CONT’D)

PRINCIPAL ACTIVITIES

The principal activity of the company during the year consisted of the marketing and distribution of consumer based products.
predominantly in Australia.

The following significant change in the nature of the principal activities occurred during the financial year:

. the economic entity ceased its activities related to the investment in emerging companies and venture capital;

. with the purchase of lcon Marketing international Pty Ltd (formerly Protech Qld Pty Ltd} during the year the economic
entity commenced the marketing and distribution of consumer based products

There were no other significant changes in the nature of the cconomic entity’s principal activitics during the financiat year.

RESULTS
The operating loss for the year was $1,160,889 (2604 $835,256). No income tax was attributable to this result.
DIVIDENDS

No dividends were paid or recommended for payment and no final dividend is recommended by the Directors.

REVIEW OF OPERATIONS

The amount of the loss for the year is §1,160,889 as compared to a loss of $835,256 in the previous financial year. The current year
loss was significantly affected by a provision for diminution in investments of $306,5382 and a loss incurred on the sale of one of the
Company’s non current investments of $233,000. This loss was incurred on the sale of the Company’s equity inferest in Nextair Inc
during the vear.

The effect of the provision for diminution and the sale of the equity holding in Nextair [ne during the year was to effectively write
down the value of the Company’s remaining imvestment portfolio to $nil. The Company’s non-current investment portfolio now
contains two passive investments, an equity inferest in Oxegen Inc and Notcholders Pty Lid. Notwithstanding that a provision has
been made for the full value of these two remaining investments, the directors will confinue to investigate the possibility of realising
sonme value for these investments.

The 2005 financial year was a transitional year for the Company. During the year the Company completed the acquisition of fcon
Marketing international Pty Ltd {“icon™). fcon is involved in the marketing and distribution of consumer based products
predominantly, at this stage, within Australia.

Since the acquisition of leon, the Company has launched new products into the Australian market which are promoted by Grant
Hackett and Giaan Rooney. The Company is actively secking to increase the number of distribution outlets in which the products are
distributed through and is looking forward to the prime retail shopping season of 2005/20006. [n addition [con continues to source new
products for launch in Australia and New Zealand.

During the yvear the Company had protracted negotiations with an Israeli company over the rights to a back pain management product
called Backlife . These negotiations were ultimately not successful with the Company deciding to cease discussions in July 2605,
Whilst the directors were disappointed with this outcome, the decision to cease discussions was the correct one.

The 2006 financial year will be the first full year where the Company will focus 100% of its efforts and resources in developing the
fcon business. Based on the hmited evidence to date the directors are very positive about the opportunities cwrrently within the
Company and the opportunitics being presented to it

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

in the opinion of the directors there were no significant changes in the state of affairs of the Company that occurred during the
financial year under review not otherwise disclosed in this report or the financial statements.



SUN CAPITAL GROUP LIMITED AND CONTROLLED ENTITY
DIRECTORS” REPORT (CONT'I))
EVENTS SUBSEQUENT TO BALANCE DATE
There are no matters or circumstances that have arisen since the end of the financial year which significantly affected the economic
entity.
OPTIONS

The Company currently has no options to take up fully paid shares in the conpany to sharcholders which are outstanding at 30 June
2005.

During the year, Nil {2004 Nity fully paid ordinary shares were issued by virtue of the exercise of options. Since the end of the
financial year no shares have been tssued by virtue of the exercise of options.

LIKELY DEVELOPMENTS

Other than as referred to in this report, further information as to likely developments in the operations of the Company and expected
results of those operations are, in the opinion of the directors, not at a stage where further information can be accurately and
completely provided.

ENVIRONMENTAL REGULATIONS

To the best of the Directors’ knowledge all activitics have been undertaken in compliance with the requirements of environmental
regulations.

PROCEEDINGS ON BEHALF OF COMPANY

No person has applied for leave of Court to bring proceedings on behalf of the company or intervene in any proceedings to which the
company is a party for the purpose of taking responsibility on behatf of the company for all or part of those proceedings.

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

CORPORATE CGOVERNANCE

in recognising the need for the highest standard of corporate behavior and accountability, the directors of Sun Capital Group Limited
support and have adhered to the principles of good corporate governance. The company’s corporate go vernance statement is on page

32.

NON AUDIT SERVICES

The board of directors is satisfied that the provision of non-audit services during the year is compatible with the general standard
ot independence for auditors imposed by the Corporations Act 2001, The directors are satisfied that the services disclosed below
did not compromise the external auditor’s independence for the following reasons:

. the nature of the services provided do not compromise the general principles relating to auditor independence as set out in
the Institute of Chartered Accounfants in Austratia and CPA Australia’s Professional Statement F1: Professional
Independence.

The following fees for non-audit services were paid/payable to the external avditors during the year ended 30 June 2005:

3
Preparation of Independent Expert Reports 34,6006
Total 34,600

AUDITOR’S INDEPENDENCE BECLARATION
The auditor’s independence declaration for the yvear ended 30 June 2005 has been received and can be found on page 29
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SUN CAPITAL GROUP LIMITED AND CONTROLLED ENTITY
DIRECTORS’ REPORT (CONT’D)

INDEMNIFICATION AND INSURANCE OF OFFICERS
During the year, the Company did not enter inte agreements to  indemnify Directors’ and exccutive officers’ nor did i take out

Directors” and officers” lability insurance.

Signed at Sydney on the 15th day of September 2003

Emmanuel Correla
Director

6



SUN CAPITAL GROUP LIMITED AND CONTROLLED ENTITY
DIRECTORS’ DECLARATION

The directors of the company declare that:

1.

the financial statements and notes, as set out on pages 8 to 28 are in accordance with the Corporations Act 2001
and:

a. comply with Accounting Standards and the Corporations Regulations 2001; and

b. give a true and fair view of the financial position as at 30 fune 2003 and of the performance for the year
ended on that date of the company and economic entity;

the Chiet Excoutive Officer and Chicef Finance Officer have cach declared that:

a. the financial records of the company for the financial year have been properly maintained in
accordance with section 286 of the Corporations Act 2001 ;

b. the financial statements and notes for the financial year comply with the Accounting Standards; and

C. the financial statements and notes for the financial year give a true and fair view.

in the directors’ opinion there are reasenable grounds to believe that the company will be able to pay its debts as
and when they become due and payable.

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

Director

Emmanuel Correia

Dated this 15th day of September 2005



SUN CAMTAL GROUP LIMITED AND CONTROLLED ENTITY
STATEMENT OF FENANCIAL PERFORMANCE
FOR THE YEAR ENDED 38 JUNE 2005

Revenue from ordinary activities

Lxpenses from ordinary activities
Cost of investments realised

Cost of product sold

Advertising and product endoersement cxpenses
Travel expenses

Storage Fees

Depreciation and amortization
Diminution in value of investments
Employee benefit expenses

Legal, consulting and professional fees
Rental and operating lease expenses
Doubtful debts expense

Other expenses from ordinary activities

Laoss frem ordinary activities before income tax
expense

income tax expense relating to ordinary activities
Loss from ordinary activities after

income tax expense, attributable to members of
the Company

Decrease in accumulated losses on adoption of
new accounting standard

Total changes in cquity other than those resulting

from transactions with Gwners a5 owners

Basic carnings per share {cents per share}
Diluted carnings per share {cents per share)

NOTE

B

22
22

Consolidated Sun Capital Group Ltd
2005 2604 2005 2004
$ $ 5 $
814,993 413,998 412,188 413,998
604,128 340,106 604,128 340,106
134,022 - - -
239,443 - - -
64,060 - - -
66,146 - - -
6,791 24,449 6,504 24,449
306,582 365,779 306,582 365,779
146,424 - - -
216,342 217424 200,463 217,424
14,702 18,603 6,000 18,603
- 28,011 - 28,611
172,244 54,882 94,756 54,882
1,975,884 1,249,254 1,218,433 1,249,254
(1,160.889) {835,256} {806,245) {835,256}
(1,160.889) {835,256} {806,245} {835,256
- 241,884 - 241,884
(1,160.889) {593,372} {806,245} {593,372}
(0.94) {1.06)
(0.94) {1.06)

The above Statement of Financial Performance should be read in conjunction with the accompanying notes.
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Current assets

Cash Assets
Receivables
Investments
lnventories

Other

Total current asscts
Non-current assets
Receivables

Investments
Other financial assets

Property, plant and equipment

Total non-current assets

Fotal assets

Current Habilities
Payables
Provisions

Total current liabilities

FTotal Habilities

Net assets

Equity
Contributed equity

Accumuiated losses

Fotal equity

AS AT 30 JUNE 2605

SUN CAPITAL GROUP LIMITED AND CONTROLLED ENTITY
STATEMENT OF FENANCIAL POSITION

NOTE Consolidated Sun Capitat Group Lid
2005 2004 2005 2004
3 $ 3 3

25(a}y 777,269 63,884 709,234 63,884
5 346,096 69,558 - 69,558
6 - 170,750 - 170,750
8 235,524 - - -
9 39,773 - - -
1.398.662 304,192 704,234 304,192
5 - - 955,591 -
6 - 739960 - 739,960
7 - - 106 -
16 5,148 6,504 - 6,504
5,148 746,464 955,691 746,464
1.403 810 1,630,656 1,664,925 1,050,656
il 157,034 27,611 70,325 27611
12 6,220 - - -
163,854 27,611 70,325 27611
163,854 27,611 70,325 27611
1,235,956 1,623,045 1,394,600 1,023,045

13 15,392,746 14,214,949 13,592,749 14,214,949

4 (14,352,793)

(13,191,904) (13,998,149}

(13,191,904)

1,235,656

1,623,045 1,594,600

1,023,045

The above Statement of Financial Position should be read in conjunction with the accompanying notes.
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SUN CAPITAL GROUP LIMITEDAND CONTROLLED ENTITY
STATEMENT OF CASH FLOWS
FOR THLE YEAR ENDED 30 JUNE 2005

NOTE

Cash flows from operating activities
Receipts from customers
Payments to suppliers
Interest received

Net cash inflow/ {foutflow) from
operating activities 25(b)

Cash flows from investing activities
Payments made for non current assets
Loan made te other entities
Repayment of loan made to other entity
Proceeds from sale of investments
Payments for investments

Net cash inflow/ {outflow) from investing
activities

Cash flows from financing activities
Proceeds from issug of shares

Loans to controled enfitics

Net cash inflow/ {outflow) from finaneing
activities

Net inerease in cash held
Cash at the beginning of the financial year

Cash at the end of the financial year 25(a}y

Consolidated Sun Capital Group Litd
2605 2004 2005 2004
3 3 $ $
73,231 2,476 17,525 2476
(1,197,437 {281,009 {238,503} {281,009
33,346 7,243 32,341 7,243
(1,090 864) £271,2050y {208,639 (271,290%
(5,435) - - -
- (32,033) - (32,033
54,006 - 54,696 -
371I84 406,755 377,784 406,735
- {530.636) {1060} {530,636}
426,443 {175,014y 431,780 (175,914}
1,377,860 510,404 1,377,800 510,404
- - {935,591 -
1,377,860 510,404 422,209 510,404
T13,385 63,200 645 350 63,200
63 884 684 63,884 684
777,264 63,884 709,234 63,884

The above Statement of Cash Flows should be read in conjunction with the accompanying notes.
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SUN CAPITAL GROUP LIMITED AND CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2085

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial report is a general purpose financial report that has been prepared in accordance with Accounting Standards, Urgent
fssucs Group Consensus Views, other authoritative pronouncements of the Australian Accounting Standards Board and the
Corporations Act 2001,

The financial report covers the cconomic entity of Sun Capital Group Limited and its controlled entity, and Sun Capital Group
Limited as an individual parent entity. Sun Capital Group Limited is a Histed public company, incorporated and domiciled in Australia.

The financial report has been prepared on an accruals basis and is based on historical costs and does not take into account changing
money values or, except where stated, current valuations of non-current assets. Cost is based on the fair values of the consideration
given in exchange for assets.

The following is a summary of the material aceounting policies adopted by the company in the preparation of the financial report. The
accounting policies have been consistently applied, unless otherwise stated.
{2) Principles of consolidation
The consolidated financial statements are those of the Consolidated Entity, comprising Sun Capital Group Ltd {the
parent entity) and al entities which Sun Capital Group Ltd controlled from time to time during the year and at balance
date.

[nformation from the financial statements of subsidiaries is included from the date the parent company obtains control
until such time as control ceases. Where there is loss of controt of a subsidiary, the consolidated financial statements
include the results for the part of the reporting period during which the parent company has control.

The financial statements of subsidiaries are prepared for the same reporting period as the parent entity, using consistent
aceounting policies.

All infercompany balances and fransactions, including unrcalised profits arising form intra-group transactions, have
been eliminated in full. Any unrealised osses are eliminated on consclidation.

{b) Revenune Recognition

Revenue is recognized to the extent that is probable that the cconomic benefits will flow to the consolidated entity and
the revenue can be rehiable measured.

The following specific recognition criteria must also be met before revenue Is recognized:

Product Sales
Revenue from the sale of goods is recognised upon the delivery of goods to customers.

Interest Income
Interest income is recognised as it acerues.

Asset Sales
The gross proceeds of asset sales are included as revenue of the entity. The profit or loss on disposal of assets is brought
to account at the date of sale of the respective asset.



SUN CAPITAL GROUP LIMITED AND CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 36 JUNE 2605

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

{¢} Toreign Currency

Forecign currency transactions are translated to Australian currency at the rates of exchange ruling at the dates of the
transactions.  Amounts rgceivable and payable in foreign currencies at balance date are franslated at the rates of
exchange ruling on that date.

Exchange differences relating to amounts payable and receivable in forcign currencies are brought to account as
exchange gains or losses in the statement of financial performance in the financial year in which the exchange rates
change.

{d) income Tax

Income tax expense is calculated on profit from ordinary activities adjusted for permanent differences between taxable
and accounting income. The tax effect of timing differences, which arise from items being brought to account in
different periods for income tax and accounting purposes, is carried forward in the Statement of Financial Position as a
futwre income tax benefit or a provision for deferred income tax.

Fature income tax benefits are not brought to account unless realisation of the asset is assured beyond reasonable doubt.
Future income tax benefits relating to tax losses are only brought te account when their realisation s virtually certain.
The tax effect  of  capital losses is  not  recorded  unless realisation  is virtually  certain.

The amount of benefits brought to account or which may be realised in the future s based on the assumption that no
adverse change will oceur In income taxation legisiation and the anticipation that the consolidation entity will derive
sufficient future assessable income to enable the benefit to be realised and comply with the conditions of deductibility
imposed by the law,

{e} Receivables
Trade debtors to be settled within 30 days are carried at amounts due. The collectibility of debis is assessed at balance

date and specific provision is made for any doubtful accounts. Debts which are known 1o be uncollectible are written
off.

{fy investments

Investments are valued at cost, except where a provision has been raised apainst the cost of investments to reduce their
net carrying value by amounts considered to represent the diminution in their value.

Gains and losses realised from the sale of investments and periodic unrealised market value adjustments are reflected in
the statement of financial performance.

The carrying amount of non-current mvestments is reviewed annually by directors to ensure i# is not in excess of the
recoverable amount of these investments. The recoverable amount (s assessed from the quoted market value for Histed
investments and the use of director’s valuations which are based on currently available information for each specific

non-listed investment.

The expected net cash flows from investments have not been discounted to their present values in determining the
recoverable amounts.

{g) inventories

Inventories are valued at the lower of cost and net realizable value.



SUN CAPITAL GROUP LIMITED AND CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 36 JUNE 2005

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

{h} Non-Current Assets
FProperiy, Plans and Equipment
Property, plant and equipment are carried at cost or fair value. Any surplus on revaluation is credited directly 1o an asset
revaluation reserve and excluded from the Statement of Financial Performance except where it reverses a previous write
down. The carrying amount of property, plant and equipment is regularly reviewed to ensure that it is not stated above

its recoverable amount.

Where assets have been revalued, the potential effect of the capital gains tax on disposal has not been taken into account
in the determination of the revalued carrying amount.

Any gain or loss on the disposal of revalued assets is determined as the difference between the carrying amount of the
assets at the time of disposal and the proceeds from disposal, and is included in the results of the company in the year of
disposal.

Depreciation of Property, Plant and Equipment

Items of plant and equipment are depreciated over their estimated useful life commencing from the time the asset s held
ready for use. The straight-line and reducing balance methods of depreciation are used and the depreciation rates
applied for cach class of depreciable assets are:

Office furniture and cquipment 7.53% o 40%
{iy Accounts Payable

{i) Creditors and acerued expenses

Liabilities are recognised for amounts to be paid in the future for goods or services received, whether or not
bitted to the Company. The amounts are unsecured and are paid within 30 days or as otherwise negotiated.

{ii) Other creditors

Other creditors represent liabilities for amounts received at balance for which the entity has not delivered
goods and services.

{) Borrowings
Loans and debentures are carried atf their principal amounts, which represent the present value of future cash flows
associated with servicing the debt. Interest s acerued over the period it becomes due and recorded as part of other
creditors.

{k)} Cash flows

For the purpose of the statement of cash flows, cash includes cash on hand, deposits held at call with banks and
investments in money market instruments, net of bank overdrafis,



SUN CAPITAL GROUP LIMITED AND CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 36 JUNE 2605

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

{1y Adoption of Anstralian Equivalents to International Financial Reporting Standards

The company is preparing and managing the transition to Australian Equivalents to International Financial
Reporting Standards { AIFRS} effective for the financial years commencing from 1 January 2005. The adoption
of AIFRS will be reflected in the economic entity’s and the parent entity’s financial statements for the year
ending 30 June 2006. On first time adoption of AIFRS, comp aratives for the financial year ended 30 June 2003
are required to be restated. The majority of the AIFRS transitional adjustments will be made retrospectively
against retained earnings at 1 July 2004,

The economic entity’s management has assessed the significance of the expected changes and s preparing for
their implementation. The impact of the alternative treatments and elections under AASB 1: First Time
Adoption of Austratian Equivalents to International Financial Reporting Standards has been considered where
applicable.

The directors are of the opinion that the key material differences in the economic entity’s accounting policies
on conversion to AIFRS and the financial effect of these differences, where known, are as follows. Users of the
financia | statements should note, however, that the amounts disclosed could change if there are any
amendments by standard setters to the current AIFRS or interpretation of the AIFRS reguirements changes
from the continuing work of the economic entity’s management.

Tmpairment of Assets

Under AASB 136: Impairment of Assets, the recoverable amount of an asset is determined as the higher of fair
value less costs to sell, and value in use. In determining value in use, projected future cash flows are discounted
using a risk adjusted pre-tax discount rate and impairment s assessed for the individual asset or at the ‘cash
generating unit’ level. A ‘cash gencrating unit’ is determined as the smallest group of assets that generates cash
flows that are largely independent of the cash inflows from other assets or groups of assets. The current policy is
to determing the recoverable amount of an asset on the basis of undiscounted net cash flows that will be received
from the asset’s use and subsequent disposal.

The economic entity has reassessed its impairment testing policy and tested all assets for impairment. The impact
of the change is cstimated to be $306,582 being a provision for diminution in the value of the economic entity’s
other (non traded} investments. The resulting net adjustment to retained losses at 1 July 2004 s an increase of
$306,582. The resulting adiustment to other (non traded) investments is due to the fact that these investments are
not generating positive cashflow, a key ingredient to satisfy the imp airment of asset test.

Non-ctrrent Investments

Under the pending AASB 139: Financial instruments: Recognition and measurement, financial instruments that
are classificd as available for sale instruments must be carried at fair value. Unreatised gains or losses may be
recognised either in income or directly to equity. Current accounting pelicy is to measure non-current
mvestments at ¢cost, with an annual review by directors to ensure that the carrying amounts are not in excess of
the recoverable value of the instrument.

On transition the financial effect of this impact is assessed as nil, as no financial instruments were held by the
economic entity at 1 July 2604 or 30 June 2005



SUN CAPITAL GROUP LIMITED AND CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 36 JUNE 2605

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

fncome Tax

Currently, the economic entity adopts the hability method of taxeffect accounting whereby the income tax
expense is based on the accounting profit adiusted for any permmanent differences. Timing differences are
currently brought to account as cither a provision for deferred income tax or future income tax benefit. Under
AASB 112: Income Taxes, the entity will be required to adopt a balance sheet approach under which
temporary differences are identified for each asset and liability rather than the effects of the timing and
permanent differences between taxable income and accounting profit.

On transition, the financial effect of this imp act is assessed as nil. Although the economic entity may be in a
position to satisfy the tax loss recognition criteriz in relation to its carry forward tax losses not previously
brought to account under AASBE 112, management is of the view that until the Company returns to a level of
sustainable profitability it does not intend te recognise as an asset, its carry forward tax losses.

Derivative Financial Instruments

The Company does not currently recognise derivative financial instruments in the financial statements.
Pending AASBE 139 Financial [nstruments: Recognition and measurement will require a change to the
method of accounting for derivative financial instruments and hedging activities so that they are recorded in
the financial statements.

On transition, the financial effect of this impact is assessed as nil, as no derivative financial instruments were
ased at 1 July 2604 or 30 June 2005

Share Based Paymenis

The Company currently does not have any share based payments in place. However as referred to in the
directors report, it is the directors” infention to issuec market based share based payments during the current
financial year.

[f this is the case then the fair value determined at the grant date of the share based payments will be expensed
on a straight line basis over the vesting period, based on the estimated number of cquity instruments that will
vest,

On transition, the financial effcct of this impact is assessed as nil, as no share based payments were in place at
1 July 2004 or 3 June 2005

{m) Comparative figares
Where necessary, comparative figures have been restated to conform with changes in presentation in the current year.
in) Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GS8T mcurred is
not recoverable from the Australian Tax Office. In these circumstances the GST is recognised as part of the cost of
acquisition of the asset or as part of an item of the expense. Receivables and payables in the statement of financial
pasition are shown inclusive of GST.

{0} Emplovee Benefits

Provision is made for the Company’s liability for employee benefits arising from services rendered by employees to
balance date. Employee benefits expected to be settled within one year together with entitlements arising from wages
angd salaries, annual leave and sick leave which will be settied after one year, have been measured at the amounts to be
expected to be paid when the liability is settled, plus related on costs. Other employee benefits payable later than one
yvear have been measured af the present value of the estimated futwre cash ocutflows to be made for those benefits.

Contributions are made by the economic entity to employee superannuation funds and are charged as expenses when
incurred.



SUN CAPITAL GROUP LIMITED AND CONTROLLED ENTITY

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 36 JUNE 2605

NOTE 2- REVENUE FROM ORDINARY ACTIVITIES

Revenue from operating activities
Product sales

interest received or due and receivable from other persons

Proceeds from sale of investments
Foreign exchange gain
Other revenue

NOTE 3-— OPERATING LOSS

Loss from ordinary activities before
income tax expense includes the following expenses:

a) Expenses

Cost of product sales

Cost of investments realized

Advertising and product endorsement expenses
Provision for diminution in investments

Rental and operating lease expense

Legal, consuiting and professional fees
Depreciation/amortisation

Doubtiul Debt expense

b} Significant Revenue and Expense ltems

The following significant revenue and expense items are
relevant in explaining the financial performance:

Loss on sale of investments

Profit on sale of investments

Consolidated Sun Capital Group Ltd
2005 2004 2005 2004
$ $ $ 5
38R.611] - - -
33,346 7,243 32,341 7,243
377,784 406,755 377,784 406,755
2,063 - 2,063 -
13,191 - - -
H14,995 413,998 412,188 413,998
134,022 - - -
604,128 340,106 604,128 340,106
239,443 - - -
306,382 565,779 306,382 363,779
19,702 18,603 6,000 18,603
216,342 217424 200,463 217,424
6,791 24,449 6,504 24,449
- 28,011 - 28,011
{233,378 - (233,378 -
7,034 66,649 7,034 66,649




SUN CAPITAL GROUP LIMITED AND CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 36 JUNE 2605

Consolidated Sun Capital Group Litd
2005 2004 2005 2004
$ $ 5
NOTE 4- INCOME TAX EXPENSE
The aggregate amount of income tax attributable to the
financial year differs from the prima facie tax payable on the
operating loess. The differences are recorded as follows:
Prima facie income tax expense/{(benefit) caleulated
at 30% {2004:30%) on the operating loss (348,26T) {250,577y (241 874 {230,577y
Tax effect of permanent differences
Non-ailowable ftems 91,975 169,734 91,975 160,734
Tax adjusted for permanent differences {256,29%) (80,843 {149,599 (B0, 843
Tax benefits of tax losses not brought to account {256,292} (80,8433 {145 899) (80,8433

income tax attributable to operating loss from ordinary - - - -
activities

The directors estimate the potential future income tax benefit at 30 June 2005 in respect of tax losses not brought to aceount for the
economic entity is $992,235 (2604: E737,743). The benefit of these losses has not been brought to account as realisation is not
virtually certain. The benefit will only be obtained it

(a) the relevant company derives future assessable income of a nature and of sufficient amount to cnable the benefit to be realised.

(b} the relevant company and/or the consolidated entity confinue to comply with the conditions for deductibility imposed by the law:
and

(¢} nochange in tax legislation adversely affect the company and/ or the consolidated entity in realising the benefit.

Consolidated Sun Capital Group Litd
2005 2904 2005 2004
S $ $ 3

NOTE 5- RECEIVABLES
Current
Trade Debtors 359,355 45,536 28,011 45,536
Provision for doubtful debts {28,011% (28,011 (28,011) (28,011

331,344 17,325 - 17,525
Odher debtors 14,752 - - -
Loan to related entity - 52,033 - 52,633

346,006 69,558 - 69,558
Non-current
Loans to related parties - 3,388,676 - 3,388,676
Provision for non-recoverable debt - (3,388,676} - (3,388,676}
Loan to controlled entity - - 955,591 -

- - 455,591 -




SUN CAPITAL GROUP LIMITED AND CONTROLLED ENTITY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 36 JUNE 2605

Consolidated Sun Capital Group Litd
2005 2904 2005 2004
S $ $ 3
NOTE 6— INVESTMENTS
Current
investments traded on organised markets
Shares in publicly listed corporations - at cost - 180,529 - 180,529
Less: Provision for diminution in value - {(19,77% - {19,779
170,750 170,756
Non-current
investments traded on organised markets
Shares in other corporations - at cost 200,000 1,544,816 200,600 1,544,816
Shares in other corporations - at market value - 241,884 - 241,884
fess: Provision for diminution in value {200.000) {1,353.322) {266,000} (1,333322)
- 433,378 - 433378
Other {(non-traded) investments 6,231,348 6,231,348 6,231,448 6,231,348
{ ess Provision for dimmution in value {6,231,348) (5,924,766} (6,231 448) (5,924,766}
- 306,582 - 306,582
- 739960 - 738,960

investments traded on organised markets

The market value of current investments traded on organised
markets at balance date is $Nil (2004 $170,750)

The market value of non-current investments iraded on
organised markets at balance date 1s N (2004 $433,378)
NOTE 7 - OTHER FINANCIAL ASSETS

Non -current

investment in controlled entity at cost (note 17) - -

106 -

106 -




SUN CAPITAL GROUP LIMITED AND CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 36 JUNE 2605

NOTE 8 — INVENTORIES

Finished goods, at cost

NOTE 9 - OTHER

Prepayments

NOTE 19— PROPERTY, PLANT AND EQUIPMENT
Office furniture and equipment

Less Accumulated depreciation

Movements in property, plant and equipment between the
beginning and the end of the current financial year.
Office furniture and equipment:

Balance at beginning of year

Additions

Depreciation expense

Balance at the end of the year

NOTE 11 -PAYABLES

Trade Creditors
Sundry creditors and accrucd expenses

NOTE 12-PROVISIONS
Current

Provision for employee entitlements

Number of emp loyees at year end

Consolidated Sun Capital Group Litd
2005 2004 2005 2004
$ $ $ %
235,524 - - -
235,524 - - -
39,773 - - -
39,773 - - -
82,049 76,614 76,614 76,614
£76,9013) {70,119) (76,614) (70,110
3,148 6,504 - 6,504
6,504 360,953 6,504 30,953
5,435 - - -
£6,7913 {24,449) (6,504) (24,449}
5,148 6,504 - 6,504
124,119 - 55,491 -
33,515 27,611 14,834 27,611
157.634 27611 70,325 27.611
6,220 - - -
4 - - -

10



SUN CAPITAL GROUP LIMITED AND CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 306 JUNE 2005

Consolidated Sun Capital Group Ltd
26685 2004 2005 2004
8 $ $ %
NOTE 13— CONTRIBUTED EQUITY
Share capital
137,254,020
Ordinary shares, fully paid (2004: 86,604,620) 15,592,749 14,214,949 15,392,749 14,214,949

8,250,000 Class A Performance Shares - - - -
#,230,600 Class B Performance Shares

15,592,749 14,214,949 15,592.749 14,214,549

{a) Ordinary share capitai

Balance at the beginning of the financial year 14,214,549 13,704,545 14,214,949 13,704,543
Shares issued
- 9,820,600 shares issucd for cash on 13 September 196,400 196,400
20603 - -
- 11,293,333 shares issued for cash on 15 January 3RE.800 IRR.BOG
2004 - -

- 29,150,000 shares issued in consideration for the
acquisition of [con Marketing [nternational Pty - - - -
Ltd on 17 September 2004

- 3,600,060 shares issued for cash on 20 September 180,000 - 180,600 -
2004
- 17,900,000 shares issued for cash on 1) November - -
2004 1,253,000 1,253,000
Less associated capital raising costs {55,200% {24,796) (35,20{) (24,796}

15,592,749 14,214,949 15,592.749 14,214,549

At the beginning of reporting pertod 86,604,020 65,490,687 6,604,020 63,490,687
Shares issued during the year

- on 15 September 2003 - G 820,600 - 4. 820,004)
-on 15 January 2004 - 11,293,333 - 11,263,333
-on 17 September 2004 29,130,000 - 29.150,000 -
- on 206 September 2004 3,660,000 - 3,600,600 -
-on 9 Noevember 2004 17,900,000 - 17,500,000 -
At reporting date 137,254,620 86,604,020 137,234,020 86,604,020

Ordinary shares participate in dividends and the proceeds on winding up of the parent entity in proportion to the
number of shares held.

At shareholders meetings cach ordinary share is entitled to one vote when a poll is called, otherwise each sharcholder
has one vote on a show of hands

{b} Performance Shares

As part consideration for the acquisition of icon Marketing International Pty Ltd the Company issued, on 17 September
2004, 8,250,000 Class A and 8,230,000 Class B Performance Shares to the fcon Marketing International Pty Ltd vendors.
The Class A and Class B Performance Shares are able to be converted into Ordinary Shares on the following basis:

Class A Performance Shares

In the event that the audited EBITDA of fcon Marketing Pty Ltd equal to or greater than $500,600 in the 12 month period
commencing on the date of issue of the Class A Performance Shares, cach Class A Performance Share will automatically
convert inte one {1) fully pald ordinary share in the capital of the Conpany.
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SUN CAPITAL GROUP LIMITED AND CONTROLLED ENTFITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3¢ JUNE 2605
NOTE 13— CONTRIBUTED EQUITY (CONTINUED)
Class B Performance Shares
In the event that the audited EBITDA of lcon Marketing Pty Lid is equal or greater than $1,500,060 in the 24 month period

commencing on the date of issue of the Class B Performance Shares, cach Class B Performance Share will automatically
convert into one {1) fully paid ordinary share in the capital of the Company.

Conselidated Sun Capital Led
2005 2004 2005 2004
$ 5 3 3
NOTE 14 — ACCUMULATED LOSSES
Accumulated Tosses at the beginning of the year {13,191 504 (12,598,532 (13,191904)  (12,594,532)
Net {oss attributable o members of the company {1,160, 88% {835,256} (806,243 (835,236)
Retrospective adjustment in relation to the revaluation
increment on investments as a result of applying Accounting
Standard AASB 1041, Revaluation of Non-Current Assets - 241,884 - 241,884
Accunnadated losses at the end of the year {14,352,793) {13,191,9043 (13,998,149)  {13,191,904)
NOTE 15— OPERATING LEASE COMMITMENTS
Payable
- Not later than one year 22,544 8,604 - 8,600
- later than 1 year but not later than 3 years - - - -
- later than 5 years - - - -
22.544 8000 - 8,000

NOTE 16 — RELATED PARTIES
(a) Directors and director-related enfities,
The names of each person holding the position of Director of Sun Capital Group Limited during the financial year are:-

P Harris (Appointed 10 November 2004)

C Barrett (Appointed 17 September 2004)
R € Smith

E Correta (Appointed 16 November 2004)
G Snow (Restgned 16 November 2004)

J Henderson {Resigned 10 November 2004}

No loans were advanced to any of the Directors during the financial vear.
Remuneration received or receivable by the Directors of entities in the Company and aggregate amounts paid to

superannuation plans in connection with the refirement of Directors and executive officers of entities in the Company are
disclosed in note 26 to the financial statements.
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SUN CAPITAL GROUP LIMITED AND CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THLE YEAR ENDED 30 JUNE 2005

NOTE 16— RELATED PARTIES (CONTINUED)

(b

()

Dircctors sharcholdings

At the yvear end the Directors held a total of 14,381,024 fully paid ordinary shares and Nit options in the Company. Whilst a
dircetor, the directors and their related entities purchased nit fully paid ordinary shares during the year and sold nil fully paid
ardinary shares.

Other transactions with directors of the company and their director-related entities:

Mr )] Henderson is a dircctor of Transocean Sceuritics Limited which was paid capital raising fees on a normal commercial
terms and conditions. The amount paid during the year was $60,720 (2004: 527,276}

Mr § Henderson is a director and sharcholder of Jalonex lnvestments Pty Ltd which provided advisory and management
services to the company on normal commercial ferms and conditions. The amount paid during the year to klonex
investments Pty Ltd for the management of the affairs of the Company was $20,000 {2004 83,000,

Mr ) Henderson is a director and sharcholder of Jalonex Investments Pty Lid which provides office premises to the company
an normal commercial terms and conditions. The amount paid during the year was $35,027 (2004: $12,847).

Mr J Henderson is a director and sharcholder of Jalonex [nvestments Pty Lid which provided corporate advisory services to
the Company with respect to the acquisition of lcon Marketing Pty Ltd. The success fee paid to Jalonex Investments Pty Ltd
in respect to these services was 1,325,000 fully paid ordinary shares, 375,000 Class A Performance Shares and 373,600 Class
8 Performance Shares.

Mr G Snow is a director of Glenyr Pharmacy Pty Ltd which provided consulting services to the company during the year on
normal terms and conditions. The amount paid during the year was $Nil (2604: $15,000).

Mr G Snow provided corporate advisory services to the Company with respect to the acquisition of lcon Marketing Pty Ltd.
The success fec paid to Mr G Snow in respect to these services was 1,325,000 fudly patd ordinary shares, 375,000 Class A
Performance Shares and 375,600 Class B Performance Shares.

Mr E Correia is a director of Cardrona Capital Pty Ltd which provided company secretarial, accounting and director services
te the Company on normal terms and conditions. The amount paid during the vear while he was a director was $31,000

(2004: Nil)

No other transactions were entered into with Directors or directorrelated entities during the year,

NOTE 17— INTERESTS IN

CONTROLLED ENTITIES

a} Controlled Entity

Name Country of Percentage of ordinary shares
Encorporation equity interest held by the
controlled entity
20058 2004
fcon Marketing International Pty Lid Australia 0% -

b} Controlled Entity Acquired

On 1 September 2004 the parent entity acquired 100% of leon Marketing [nternational Pey Ltd, with Sun Capital Group Limited
entitled to alt profits carned from this date, for a purchase consideration of $100.
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SUN CAPITAL GROUP LIMITED AND CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THLE YEAR ENDED 30 JUNE 2005

NOTLE 18— SEGMENT INFORMATION

a) Primary Reporting — Business Segments
Consumer Products Investment Activities Efiminations Economic Entity
2005 2004 2005 2004 2005 2004 2005 2004
$ $ $ 3 3 $ $ $
Revenue
External sales 388,611 - 377,784 406,755 - - 766,395 408,755
Other Revenue 13,191 - 35,409 7,243 - - 48,600 7.243
Totat segmerit revenue 401,802 - 413,143 413,998 - - 814,595 413,598
Result
Segment result 354 644 - 806,245 835,256 - - 1,160,889 B35 256

Income tax experise - -

Loss from ordinary activities 1,160,889 B35,256
after income tax expense

Assets
Segment assets 694,576 - 709,234 1,050,656 - - 1,403,810 1,050,656

Liabilities

Segmerit liabilities 93,529 - 70,325 27,611 - - 163,854 27,611

Other

Acquisitions of non-carrent

segment assets 5,435 - - - - - 5,435 -

Depreciation and amortisation

of segment assets 287 . 5,504 24,449 . ) 5,791 24,449

in 2004 the Company operated in one business segment being investment in emerging companies and venture capital.
b} Secondary Reporting — Geographical Segments

The Company operates predominantly within one geographical segment being Australia.
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FOR THE YEAR ENDED 36 JUNE 20605

Consolidated Suan Capitat Group Lid
2005 2004 2005 2004
$ 5 5 5

NOTE 19— CAPITAL EXPENDITURE
COMMITMENTS
There were no capital commitments as at 30 June
2003 (2004 - ENiI)
NOTE 20— CONTINGENT LIABILITIES
There were no contingent liabilities at 3 June 2003
(2004 - SN}
NOTE 21 — AUDITORS” REMUNERATION
Amounts received or due and receivable by the
Conpany auditors for:
(a} Auditing or reviewing the financial report 26,500 12,5040 20,500 12,500
(b} Other Services 34,000 - 34,000 -

54,500 12,500 34,300 12,500

NOTE 22 — EARNINGS PER SHARE

(ay Net Loss
Net {oss used in the calcutation of basic and (1,160,889} (835,256)
dilutive EPS

(b) Weighed average number of ordinary shares
outstanding during the year used in the calculation 123,184,705 78,433,061
of basic and dilutive earnings per share.

NOTE 23— EVENTS SUBSEQUENT TO BALANCE DATE

There are no matters or circumstances that have arisen since the end of the financial year which significantly affected the conschidated
entity.

NOTE 24 — FINANCIAL INSTRUMENTS

(a) inferest rate risk

The company’s exposure to interest rate risk, which is the risk that a financial instrument’s value will fluctuate as a result of changes

in market interest rates and the effective weighted average imterest rate for cach class of financial assets and financial labilities s set
out below:
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NOTE 24 — FINANCIAL INSTRUMENTS (CONTINUED)

2005
Floating Non-interest Total
Interest Bearing
Rate
b
Financial assets
Cash TI7,269 - TI1.269
Receivables - 346,096 346,096
investments - - -
TT269 346,096 1,123,365
Weighted average
Effective Interest rate 3.3%
Financial lmbilitics
Payables - 157,634 157,634
- 137,634 157,634
2004
Floating Non-interest Total
Interest Bearing
Rate
b
Financial assets
Cash 63,884 - 63,884
Receivables - 69,558 6H9,558
investments - G171 910, 7H)
63,584 80,268 1,044,152
Weighted average G.1%
Effective Interest rate
Financial lmbilitics
Payables - 27,611 27,611
- 27,611 27.611
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FOR THE YEAR ENDED 3¢ JUNE 2605
(b} Credit risk exposure

Credit risk represents the loss that would be recognised if counterparts failed to perform as contracted.

The maximum exposure to credit risk on financial assets of the company which have been recognised on the statement of
financial position, is the carrying amount, net of any provision for doubtful debts. The entity is not materially exposed to any
individual debtor.

(c) Net fair values of financial assets and Habilities

The net fair values of statement of financial position financial assets and habilitics are not materially different to the carrying
value of the financial assets and Habilities.

NOTE 25 — CASH FLOW INFORMATION

Conselidated Sun Capital Group Ltd
2005 2004 2005 2004
$ $ $ $
{a) RECONCILIATION OF CASH
Cash at the end of the financial year as showing in
the statement of cash flows is reconciled fo items in
the statement of financial position as follows:
Cash at bank 777,269 63,884 709,234 63,884
{b} Reconciliation of loss from ordinary activities
after income tax expense to net cash provided
by operating activities
Loss from ordinary activitics after income tax (1,160,88% {835,256} {806,243) {835,256}
Add/(less) non-cash flows in loss from ordinary
activities:
LossdProfit) on sale of investments 226,344 (66,64%) 226,344 (66,649)
Depreciation 6,791 24,449 6,504 24,449
Provision for doubtful debis - 28,011 - 28,011
Provision for diminution in investnents 306,582 565,779 306,582 565,779
Foreign exchange gain (2,663) - (2,663) -
Debtors written off - 32,268 - 32,268
{623,23%) {251,398 {268 R78) {251,398
Change in assets and liabilities:
{Increasey/Decrease in accounts recetvable {328,571 2,476 17,525 2,476
{Increase ) Decrease in inventory {235,324 - - -
{Increasey Decrease in prepayments (39,773%) - - -
Inerease{ Decrease} in accounts payable 130,623 (17,76%) 42,714 (17,76%)
Increase/(Decrease} in eoployee entitlements 6,220 (4,559) - (4,599)
(1,090 860) £271,290% {208,639 £271,250%

¢. Acquisition of Entities

On 1 September 2004, 100% of the controlled entity, icon Marketing International Pty Ltd was acguired. This entity was
acguired for $100 in non cash consideration. This was represented by 5100 in receivables and no liabilitics as at the date of the
acquisition.
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NOTE 26— REMUNERATION OF DIRECTORS AND
EXECUTIVES

The Names and positions held by each direetor of the Company in office at any time during the
financial year are:
Parent Entity Directors

P Harris Chairman —- Non-Executive
C Barrett Executive Dircctor

E C Smith MNon- Exccutive Director

E Correia Non- Executive Director

G Snow MNon-Executive Director

J G Henderson Chairman — Non-Executive

Directors’ Remuneration

2005 Primary Post Employment Equity Total
Salary, Fees & Superannuation Options
Commissions  Contribution Superannuation
$ $ 3 3 $
P Harris . . . . -
C Barrett . . . . -
R C Smith 16,000 - - - 16,000
E Correia 31,000 . - - 31,000
G Snow . . . . ;
J G Henderson 80,720 . . . 80,720
127,720 - - - 127,720
Directors’ Remuneration
2004 Primary Post Employment Equity Total
Salary, Fees & Superannuation
Commissions  Confribution Superannuation Options
g 3 ] $ §
I G Henderson 112,276 . . . 112,276
R C Smith . . . . ;
G Snow 18,000 - - - 18,000
R Gordon . . . . -
M W Atkins . . . . .
130,276 - - - 130,276

Specified Execntives Remuneration

Other than the directors referred to above, during the year the Company did not have any other specified executives {2004
Nii).

On 1 July 2605, the Company appointed Mr Mark Baker as the Chief Executive Officer of the Company. The employment
agreement is for a rolling 12 month term commencing on 1 July 20063, The employment alse provides for a mutual three
month notice period for termination purposes save for serious misconduct in which case no notice pertod is required.
Remuneration and Options

During the year Nil options have been issued to the Directors as part of their remuneration and retirement benefits. (2004
Nil).
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NOTE 26 - REMUNERATION OF DIRECTORS AND EXECUTIVES (CONTINUED)

Shareholdings
Number of Shares held by the Directors and Specified Executives
Received
Balance as Remun- Options Net Change  Balance
1.7.04 eration  Exercised Other 30.6.05

Parent Entity Directors
P Harris . - - 858,000 858,000
C Barrett - - - 12,500,000™ 12,500,000
R € Smith 528,500 - - - 528,500
E Correia - - - 454 524 494 524
G Snow 489,000 1,325,000 - {1,814,000) -
J G Henderson - 1,325,000 - {1,325,000) -
Total 1,017,500 2,650,000 - 10,713,524 14,381,024

*Messrs Snow and Henderson resigned their respective positions as directors of the Company during the year.
The net change reflects the fact that they are no longer dircctors of the Company.

*% Mr Barrett received his shares as consideration for the acquisition of lecon Marketing International Pry Ltd.
*¥% The net change reflects shares acguired during the year.

Remuneration Practices

The company’s policy for determining the nature and amount of emoluments of boeard members and senior
gxecutives of the company is as follows:

The remuneration structure for the Company’s directors, including executive directors, is based on a numb er of
factors, including length of service, particular experience of the individual concerned, and overall performance of
the company. There are no contracts for serviee between the company and specified directors and executives and
this is not expected to change in the immediate future. Upon retirement specified directors and executives are only
paid employee benefit entitlements acerued to date of retirement. The Company’s directors are not entitled to
retirement benefits.

On 1 July 2005 the Company appointed Mr Mark Baker as the Chief Executive Officer of the Company. The
employment agreement is for a rolling 12 month term commencing on 1 July 2005, The employment also provides
for a mutual three month notice period for termination purposes save for serious misconduct in which case no
notice period is required.

Consultancy fees and commissions paid to directors from time to time are done se on commercial terms and
conditions and are in consideration for professional services provided to the Company.

NOTE 27- COMPANY DETAILS

The registered office of the Company is: Sun Capital Group Limited
Level 5, 52 Phillip Street
Sydney NSW 20060

The principal places of business are:

Sun Capital Group Limited lcon Marketing International Pty Ltd
Level 5, 32 Phillip Street 2b Cooper Street
Sydney NSW 2004 Double Bay NSW 2028
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Hall Chadwidkk

Chartered Accouniants & Business Advisers

SUN CAPITAL GROUP LIMITED
ABN 80 006 569 124
AND CONTROLLED ENTITIES

AUDITOR’S INDEPENDENCE DECLARATION
UNDER SECTION 307C OF THE CORPORATIONS ACT 2001
TO THE DIRECTORS OF SUN CAPITAL GROUP LIMITED

| declare that, to the best of my knowledge and belief, during the year ended 30 June 2005 there have been:

{1y no contraventions of the auditor independence redquirements as set out in the Corporations Act 2001 in relation to the
audit; and
{iY no contraventions of any applicable code of professional conduct in relation to the audit.

Hall Chadwick
Level 28, 31 Market Strest
Svydney NSW 2000

DREW TOWNSEND
Partner
Date: 15 September 2005
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Hall Chadwick

Chartered Accountants & Business Advisers

SUN CAPITAL GROUP LIMITED AND CONTROLLED ENTITIES
ABN 60 006 569 124
INDEPENDENT AUDIT REPORT TO THE MEMBERS GF SUN CAPITAL GROUP LIMITED

icope
“he financial report and directors’ responsibility

‘he financial report comprises the statement of financial position, statement of financial performance, statement of cash flows,
iccompanying notes to the finanicial statements, and the directors’ declaration for Sun Capital Group Limited {the company} and Sun Capitat
sroup Limited (the consolidated entity}, for the year ended 30 June 2005. The consolidated entity comprises both the company and the
wnfities it controlled during that year.

‘he directors of the company are responsible for the preparation and true and fair presentation of the financial report in accordance with the
sorporations Act 2001. This includes responsibility for the maintenance of adequate accounting records and internal controts that are
lesigned 1o prevent and detect fraud and error, and for the accounting policies and accounting estimates inherent in the financial report.

\udit Approach

Ye conducted an independent audit in order fo express an opinion to the members of the company. Cur audit was conducted in accordance
vith Australian Auditing Standards, in order to provide reasonable assuranice as to whether the financial report is free of material
nisstatement. The nature of an audit is influenced by facitors such as the use of professional judgment, selective testing, the inherent
mitations of internal control, and the availability of persuasive rather than conclusive eviderice. Therefore, an audit caninot guarantee that all
naterial misstatemenits have been detected.

Ye performed procedures to assess whether in all materiat respects the financial report presents fairly, in accordance with the Corporations
\ct 2001, including compliance with Accounting Standards and other mandatory financial reporting requiremerits in Australia, a view which is
onsistent with our understanding of the company’s and the consolidated entity’s finanicial position, and of their performance as representad
w the results of their operations and cash flows.

Ye formed our audit opinion on the basis of these procedures, which included:
- examining, on a test basis, information to provide evidence supporting the amourits and disclosures in the finaricial report, and

- assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of significanit accounting
estimates made by the directors.

Yhile we considered the effectiveness of management's internal conirols over finaricial reporting when determining the niature and extent of
wir procedurss, our audit was not designed to provide assurance on internal controis.

ndependence

n conducting our audit, we followed applicable independerice requirements of Ausfralian professional ethical proniouncements and the
sorporations Act 2001,

n accordance with ASIC Class Order 05/83, we declare to the best of our knowledge and belief that the auditor's independence declaration
et out on page 29 of the financial report has not chianged as at the date of providing our audit opinion.

Jualification

wun Capital Group Limited has not recognized the fair value of the identifiable assets of its investment in lcon Marketing international
ty Limited (lcon) at acquisition date. This is a departure from AASE 1015 “Acquisition of fssets” which requires the identifiable
ssets of an entity acquired fo be measured at acquisition date at their fair values. Any difference belween the costs of acquisition and
ie aggregate fair values of the identifiable assets acquired must be accounted for in accordance with AASB 1013 “Accounting for
soodwill”

1 our opinion the fair value of the acquisition of icon is §1,666,000. Had this fair value been recognized, total assets and tolal equity
/ould have increased by $1,666,000. i the carmrying value of the goodwill not recognized had been subsequently determined by the
drectors not to be recoverable as at 30 June 2005, total equity and accumulated losses would have increased by $1,666,000.

lualified Audit Opinion

1 our opiniion, except for the effects on the financial report of the matier referred to in the qualification paragraph, the financial report of the of
sun Capitat Group Limited is in accordance with:

3 the Corporatiornis Act 2001, includinig:

. giving a true and fair view of the company’s and consolidated entity’s financial position as at 30 June 2005 and of their
performarice for the year ended on that date; and

. complying with Accounting Standards in Australia and the Corporations Reguiations 2001; and
v other mandatory professional reporting requirements in Ausiratia.
{all Chadwick
evel 29, 31 Markat Street
sydney, NSW 2000

IREW TOWNSEND
Yariner
5 September 2005
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SHAREHOLDER INFORMATION As at 9 August 2005

Substantial shareholders

An extract of the company’s Regis ter of Substantial Sharcholders is set out below:

Name Number of Class of
shares shares
Colepin Pty Lid £2,300,000 Ordinary
Mantel Products Pty Lid 2,300,000 Ordinary
Number of shareholders
Ordinary sharcholders 396

On a show of hands, every person present who is 4 member or representative of & member has one vote. On a Poll

being taken each member is entitled to one vote for each fully paid share held.

Thie number of shareholders and option holders in the ranges

Number of

shareholders

Fto 000 40
1,061 to 3,000 64
5,001 to 10,000 F1O
16,001 to 100,000 237
00,001 and over t45
Shareholders holding less than a marketable parcel of ordinary shares f4t
The percentage of total holdings held by the top 20 shareholders 33%

Top twenty shareholders as at 9 Augusi 2005

Number of
shares hield

o of toial
capital issned

Colepin Pty Lid §2.500.000 9.1
Mantet Products Pty Lid £2,.500,000 9.1
Aguariusg Fund Managers Pty Ltd 1000000 8.0
Wealth Enterprises Group Ltd 5,005,351 3.6
Mr Roy Vnadersluis 3.4 H)L000 2.5
Mr Samuel Rudzyn 3,108,446 2.3
Cardy & Company Pty Lid 3,000,000 2.2
Vanroy Pry Ltd 2,812,210 2.0
Mr Michae! Bushell 2 50,00 1.8
WJIB Chiltern Trust Company (Jersey) Limited 2,500,000 1.8
Ciicorp Nominees Pty Lid 1,926,350 1.4
Ashabia Pty Led E, 700,000 1.2
Darley Ptv Lid £,571.420 i1
Gary Alan Snow 5 10000 1.1
Europa Investments Limited §.430,137 i1
Oreevest Investments Pty Lid F428,571 1.0
Redwick Pty Lid F428.571 1.6
Topsfield Pty Ltd £,350,000 1.9
ANZ Nominees Limited 258000 3.9
ABC Investment Management Pty Lid £,256,616 (.9
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CORPORATE GOVERNANCE STATEMENT
30 JENE 2005

The Board of Directors of Sun Capital Group Limited is responsible for the corporate governance of the Company.
The board guides and monitors the business and affsirs of Sun Capital Group Limited on behalf of the sharcholders
by whom they are elected and to whom they are accountable. In considering the issue of corporate governance the
board are cognisant of the size of its operations and the fact that the board consists presently of only four members,
three Non Executive Directors and one Executive Director.

Composition of the Board
The composition of the board is determined in accordance with the following principles and guidelines:

» the board should comprise directors with an appropriate range of gualifications and expertise; and

o the board shall meet at least every second month and follow meeting guidelines set down to ensure all divectors
are made aware of, and have available all necessary information, to participate in an informed discussion of all
agenda items.

The directors in office at the date of this statement and there respective terms in office are as follows:

Name Position Termin Office
Pauf Harris Non-executive Director 11 Months
Clive Barrett Executive Director 1 Year

Roger C Smith Non-executive Director 15 years
Emmanuel Correia Non-executive Director 10 months

Please refer to page 2 of the 20035 Annual Financial Report for the relevant skills and experience of each of these
directors.

Board Responsibilities

As the board acts on behalf of the shareholders and is accountable to the shareholders, the board secks to identify the
expectations of the shareholders as well as other regulatory and ethical expectations and obligations. In addition, the
bouard is responsible for identifying areas of significant business risk and ensuring arrangements are in place to
adequately manage those risks.

Corporate Governance — Best Prac tice Recommendations

The format of the Corporate Governance Statement has changed in comparison to the previous yesar due o the
introduction of the ASX Corporate Governance Council’s best practice recommendations. In accordance with the
Council’s recommendations, the Corporate Governance Statement must now contain specific information, and also
report on the company’s adoption of the Council’s best practice recommendations on an exception basis, whereby
disclosure is required of any recommendations that have not been adopted, together with the reasons why they have
not been adopted. Sun Capital *s corporate governance principles and policies are therefore structured with reference
to the Corporate Governance Council’s best practice recommendations, which are as follows:

{i) Lay solid foundations for management and oversight,
{it) Structure the Board to add value;

(i1} Promote cthical and responsible decision making;
{iv} Safeguard integrity in financial reporting;

(v} Make timely and balanced disclosure;

{vi Respect the rights of shareholders;

{vii} Recopnise and manage risk;

{viii}  Encourage enhanced performance;

{ix} Remunerate fairly and responsibly;

{x} Recognise the legitimate interests of stakeholders.
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Sun Capital Group Limited’s corporate governance practices were in place throughout the year ended 36 June
20035, As set out below, with the exception of the departures from the ASXCGC recommendations in relation to the
nomination and audit committee and board performance evaluation, the corporate governance practices of Sun
Capital Group Limited were compliant with the Council’s best practice recommendations.

Independence

ASX Corporate Governance Council ("ASXCGC™) best practice recommendation 2.1 requires a majority of the
Board to be independent directors and 2.2 recommends the chatrperson should be an independent director.

ASXCGC provides a definition of independence to include being independent of management and free of any other
business relationships that could materially interfere with — or could reasonably be perceived to materially interfere
with — the exercise of their unfettered and independent judgement. In accordance with this definition and further
independence guidelines outlined in ASXCGC best practice recommendations, the following Sun Capital directors
are not considered to be independent:

Name Position

Mr { Barrett Executive Director

Mr Clive Barrett is considered not to be independent by virtue of being a substantial shareholder of the Company
and an executive officerof the Company.

Mr Barrett has been appointed 1o his position due to his extensive knowledge and experience in the marketing and
distribution of consumer based products.

When assessing the independence of directors, the ASX recommendations refer to materiality thresholds throughout
the independence criteria, specifically in reference to evaluating what may constitate a material relationship.

The Board has adopted the following quantitative thresholds to be used as a guide when considering amounts in
context of determining the materiality of certain relationships:

{i} an amount which is equal to or greater than 10% of the appropriate base amount may be presumed to be
material unless there is evidence or convincing argument to the contrary;

(it} an amount which is equal to or less than 3% of the appropriate base amount may be presumed not to be
material, unless there is evidence, or convincing argument to the contrary,

As part of discharging its obligations as directors of the Company, the Directors will, from time to time need to seek
independent professional advice at the expense of the Company. Accordingly, the board has agreed that where
issues or matters arise in relation to the running of the Company, that in the opinion of the directors require
independent professional advice to assist in the decision making surrounding the resolution of these issues, the board
may engage such professional advice providing it is on standard commercial terms for advice of its nature.

Nomination Committee

ASX Corporate Governance Council (“ASXCGC™) best practice recommendation 2.4 recommends the Board should
establish a nomination committee.

The Board has not established a Nomination committee at this point in the Company’s development. It is considered

that the size of the Board along with the level of activity of the Company renders this impractical and the full Board
considers in detail all of the matters for which the divectors are responsible.
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Andit Committee

ASX Corporate Governance Council (*"ASXCGC”) best practice recommendation 4.2 recommends the Board should
establish an audit committee, 4.3 outlines the recommended structure of the audit committee and 4.4 recommends
the audit committee should have a formal charter.

The Board has not established an Audit committee at this point in the Company’s development. It is considered that
the size of the Bouard slong with the level of activity of the Company renders this impractical and the full Board
considers in detail all of the matters for which the directors are responsible. Although there is no Audit Committee,
formal neetings are held between nominated directors and the external auditor, to discuss the findings of the half
year review and the year end audit.

Board Performance Evaluation

ASX Corporate Governance Council ("ASXCGC™) best practice recommendsation 8.1 requires the disclosure of the
process for performance evaluation of the board, its committees and individual directors, and key executives. Given
the current size of the Sun Capital Board and level of activity of the Company, the Board does not curreatly have a
formal process for the evaluation of individual Directors and would consider the implementation of one at this
particular point as impractical. The Directors do consider and gauge the overall performance of the Board in context
of the trading price of its shares o n the ASX on a regular basis.

Remuneration Commiitee

ASX Corporate Governance Council ("ASXCGC™) best practice recommendation 9.2 recommends the Board should
establish a remuneration committee.

The Board has not established a Remuneration committce at this point in the Company’s development. It is
considered that the size of the Board along with the level of activity of the Company renders this impractical and the
full Board considers in detail all of the matters for which the directors are responsible. Remuneration to the
Directors is by way of Directors Fees only, with the level of such fees, having been set by the Board to an amount i
considers to be commensurate for a company of Sun Capital °s size and level of sctivity. There is curre ntly no link
between performance and remuneration. Further there are no schemes for retirement benefits in existence.
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