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MULTISTACK INTERNATIONAL LIMITED

DIRECTORS' REPORT

The Directors present their report witl: the financial report of Muhistack International Limited ("Company"} and the
consolidated accounts of the economic entity, being the Company and iis controlled entities, for the year ended 31 December
2003, Multistack International Limiled is a company limiled by shares that is incorporated and domiciled in Australia.

DIRECTORS

The names and details of the directors of the company in office during the fmancial year and until the date of this report are:

Mr. 8. Yan

Mr. 5. Leung

Mr. 7. Chu

Mz Y.N. Chan

Mr AHW Yu

Chairman

A graduate in Production Engineering, Master of Industrial Engineering (Hong Kong
Polytechnic University) and a member of the American Institute ol industrial Engineers, Mr. Yan
is a co-founder of the Super Link Group. He has over 15 years’ experience in manulacturing and
marketing industrial air conditioning products in the People’s Republic of China. He has been
Chatrman since August 1999 and has been an Executive Director since 1995, Mr Yan serves on
the group’s audit, remuneralion and nomination and governance commiltees.

Chief Lxecutive Officer

A graduaie in Lectrical Engineering (Hong Kong Polytechnic), Mr. Leung is a co-founder ol the
Super Link Group. He has buill up substantial manufacturing and  distribution resources in the
Peopte’s Republic of China since 1981, Mr. Leung is a director of Omnifech Holdings Limited.
He has been Chiell Executive since 1997 and has been an Executive Director since 1995, Mr
Leung serves on the group’s audit, remuneration and nomination and governance committees.
Non-executive Director

A Bachelor of Laws (University of London), Master of Laws (City University of Hong Kong),
Me. Chu is a solicilor admitted in England and Wales, Hong Kong, Australian Capital Territory
and Singapore. Mr. Chu obtained his Master Degree in Laws from the Cily University of Hong
Kong and he has exiensive knowledge n Chinese laws. Mr. Chu specialises in property,
company and commercial law and has a wide knowledge of People’s Republic of China law.
Me. Chu was appointed o the Board in March 1999,

Executive Direclor

A Bachelor in Business (Swinburne University of Technology), Graduate Diploma in Business
Svstems (RMIT). Ms Chan has substantial experience in the banking indusiry. She currently
oversees all adminisiralion for the Mullistack Chiller Division in Australia.  Ms Chan was
appointed to become a member of the Board on 26 Novemnber 2002,

Non-executive Direclor

A graduate in Accountancy from Hong Kong Polylechnic University. Mr. Yu is a senfor pariner
of a CPA firm based in Hong Kong with a mullinational clieniele base. His expertise is in
mergers and acquisitions particularly in multinational courier and air-cargo business. Mr Yu was
appointed as a member of the Board on 16 February 2004

Directors were in office from the beginning of the financial year until the date of this report, unless otherwise sialed.

INTERESTS IN THE SHARES OF THE COMPANY AND RELATED BODIES CORPORATE
As al the date of this report, the interests of the directors in the shares of the company and related bodies corporale were:

5. Leung
5. Yan

T. Chu

¥ .N.Chan
AW Yu

Multistack Internalional Lid. Bright Technology Lid.
Ordinary shares Ordinary shares
“ A" class voting

30,202,878 2,000
34,692,921 2,000
20,000 -



MULTISTACK INTERNATIONAL LIMITED
DIRECTORS' REPORT - continued

INTERESTS IN THE SHARES OF THE COMPANY AND RELATED BODIES CORPORATE (CONT'D)
Messrs. Leung and Yan privately hold a conrolling interest in Bright Technology Lid., & Hong Kong based holding company
through which the Company holds an interest in Multistack Thermal Limited.

Moessrs. Leung and Yan privately hold a controlling interest in Jiefeng China Ltd., which purchased a 43.5% equity interest in
the Group’s subsidiary Yuyao Jiefeng Air Conditioning Co. Ltd. on 6 December 1999,

PRINCIPAL ACTIVITIES

The principal activities during the vear of entities within the economic eality were: -
* manufacluring and marketing of indusirial air condilioning equipment, primarily in China and Australia;
* manufaclure and international distribution of Muliistack waler-cooled and air-cooled water chillers; and
+ manufaclure and inlernational distribution ol heat exchangers.

There have been no significant changes in the nature of those aclivities during the vear.

RESULTS, EARNINGS PER SHARE AND DIVIDENDS

For the year ended 31 December 2003 revenue from ordinary aclivities decreases to 524,981,802 (2002 531,653,335), the
profit from ordinary activities before income tax decreased to $798,005 (2002 51.015.363) and nel loss attributable to
members of Multistack International Limited 1s $472,523 (2002 profil of 5617,132).

Basic earnings per share is negative $0.0042 (2002 posilive 50.005).

The directors recommend that no dividend be declared by Mulistack International Lid in respect of the year ended 31
December 2003, No other amounts have been declared or recomimended by way ol a dividend since the commencement of
the financial year. During the year the controfled entity Yuyao Jiefeng (PRC) paid a dividend tolalling A$%44,226 w0 ils
shareholders. Super Link Yuyao Lud, an subsidiary of Multisiack International Lid has a 519 mierest in Yuyao Jiefeng and
received AS481,555, whilst AS462,671 was paid 1o the 49% oulside equily mterest sharcholders

REVIEW OF OPERATIONS

Jan - Dec 2003 Jan. - Dec 2002
AS000 ASOG0
Revenue from ordinary activilies 24,981 31,953
Operating profit(loss) before lax and minority
interesis TO7 1,015
Operating profiloss) after (ax attributable fo
members {472) 617

Afler a difficult year of struggle, unforlunately the Group has made net losses due 10 two main reasons, the SARS impact and
strong Austradian currency which diluled the profit made in China attributable o members.

The SARS discase spread throughout Asia last year and has actually slowed down the economy.  Allthough the statislics
indicated & recovery in GDP with growth achieved later in the year, the building service industry still ran behind the overall
economy. The Company has experienced some bad months in the last summer, a perfod when the business should have easily
picked up. On the other hand, the weak US dollar had an adverse impact on the cost of production which has led o the
decrease in margin given a lol of major components were imparted from non-US dollar zones and then paid for using
Renminbi which is more or less pegeed with the US currency.

Despite the adverse situation, the Group has continued o carry out ils echnology development. As indicated in the last
report, more new air-cooled chillers using screw and scroll lechnology have been launched and have made inroads into the
markel. A new design ol a small waler-cooled seroll chiller SRWO75 has also been [nished and introduced to the market
wilhin very tight time [rame. The hard work was rewarded by orders for this new model from China, New Zealand and
Indonesia. In the meantime the prototype modular waler-cooled chiller using the turbo compressor lechnology has basically
heen completed wilh the expectation that it will be launched by April 2004 in China.

Lad



MULTISTACK INTERNATIONAL LIMITED

DIRECTORS' REPORT - continued
REVIEW OF OPERATIONS (CONT D)

The strong recovery of the general economy in China following the SARS epidemic indicates a much more positive picture
for the Group at the start of the 2004 financial year. Power generation will be a fast growing market in China where the
Group has received a lot of job references in the field for hydraulic, coal fired and nuclear plants. Other industries have
shown similar place in bringing momenturn (o the BVACR industry. The directors believe that the Group’s revenue will
grow as more funds are injected into the markel in the near future.

The Direclors have carefully reviewed the Australian operation. It has been a non-contributing centre for many years in the
Group. The Direciors believe that some aclion must be laken in the near future to address the loss situation.  Further
announcements witl be made should the Board make its final decision. The Directors have sought corporate advice to sell ol
certain assels for the purpose of reducing its debts. The Directors will continue fo get [urther consulialion from their advisers
and oversee the right decision is made in the interest of all sharcholders. This process will be enhanced by the professional
expertise of Mr. Altan Yu, who recently joined the Group as a non-execulive member of the Board.

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

As mentioned above, the Directors of Mullistack International Limsted have continued to undertake a fofal review of the
Company’s operations both in Australia and offshore, particularly in the People’s Repuoblic of China. Advisers from different
areas of expertise have been employed o provide opinions for the review. This review is expecled 1o take some time to
compiete. It will examine all options for the [uture of the Company, including expansion, restructure and/or sale of certain
assels of the company. No major decisions have yel been made on any particular course of action.

SHARE OPTIONS

No options were issued during the financial period and none were oulstanding al the end of the financial vear.

DIRECTORS' AND OTHER OFFICERS’ EMOLUMENTS

REMUNERATION POLICY

The Remuneration Commiliee of the Board of Directors s responsible for determining and reviewing compensation
arrangements for directors and the chiel executive officer. The Executive Commiltee delermines and reviews compensation

of the executive team by assessing the appropriateness of the nature and amount of emoluments of such officers by reference
to relevant market conditions and the capacity to pay.

Delails of the nature and amount of each element of the emolument of each director of the company and the consolidated
entity for (he financial year are as follows.

Annual Emoluments Eong Term
Base fee Bonus Other emolumaents
Director
S. Leung 3150,722 - 510,000 -
S. Yan 3150,722 - - -
T. Chu - - - -
Y N Chan 529,640 - $3.557 -

Base fees are not performance based.

Payment of emolurments to Messrs. Leung and Yan are made in Hong Kong dollars. The difference in the base amounts paid
hetween this and prior years reflects changes in exchange rates, not changes in amounts paid or payable.

Emotuments of the most highly paid executive officers of the company and the consolidated entily are:

Annual Emoluments Long Term Emoluments
Terminalion
& Similar
Base Fee Bonus Other Payments Oplions  Superannualion Other

Tan Bi Juan 531,858 - - - - - -



MULTISTACK INTERNATIONAL LIMITED

DIRECTORS' REPORT - continued
DIRECTORS" AND OTHER OFFICERS' EMOLUMENTS (CONT'D)

The terms “director” and “officer” have been trealed as mutually exclusive lor the purposes of this disclosure. The elements
of emoluments have been determined on the basis of the cost to the company and the consolidated entily.

Executives are those people directly accountable and responsible for the operational management and stralegic direction ol
the company and the consolidated entity. The category “Other” includes the value of any non-cash benefils provided.

No options have been granted to Directors or Officers.
Disclosure of Directors’” benefits is provided in Notes 27 and 28 to (he Financial Stafements.

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFICERS

The Company indemnifies all directors against any proper labiities incurred in their discharge of their duties as directors of
the Company. Nevertheless, cach director retains a duty of care and due diligence throughoul their conductl and oversight of
Company alfairs. The Company has nol insured divectors against costs incurred in defending proceedings for misconduct ag
permitted by Section 1998 of the Corporalions Law.

CORPORATE GOVERNANCE

In recognising the need for the highest standards of corporate behaviour and accountabilily, the direcltors of Mullistack
Inernational Limited support and adhere to the best principles of corporate governance. The company’s corporale
governance stafement is contained in the additzonal ASX information section of this annual report.

DIRECTORS' MEETINGS
The numbers of meetings of directors (including meetings of committees of directors) held during the year and the number of
meelings attended by each director are as follows:

Directors” Meetlings

Number of meetings held 4

Number of meetings attended
Mr. S. Leung

Mr. 5. Yan

Mr. T. Chu

Ms Y. Chan

MrAYu

[P TCRE G S

As al ihe date of this report, the Board of Directors had an Audil Committee, a Remuneration Commillee and a Nomination
Commiliee. The members of the Audit Commitiee are Mr. 8 W Yan and Mr S Leung.

The members of the Remuneration and Nomination Commiltees are Mr 8 W Yan and Mr Leung.

No separale meetings were held during the year for these commillees as all audit, remuneration and nomination amnd
governance matters deall with by the specific committees are discussed i the Board meetings.

EMPLOYEES
The consolidated entity employed 5391 employees as at 31 Decemnber 2003 (2002: 610 employees)

SIGNIFICANT EVENTS AFTER THE BALANCE DATE

There were no significant events aller balance daie.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

The directors believe thal the Group’s revenue will grow as more funds are injected into the market in the near [uture. The
Directors have carefully reviewed the Ausiralian operalion with respect 1o ifs loss making situalion, and will make further
announcements should the Board make any decisions.



MULTISTACK INTERNATIONAL LIMITED

DIRECTORS' REPORT - continued
ENVIRONMENT REGULATION AND PERFORMANCE

The consolidated entity is not required to hold specific ticenses issued by environmental prolection authorities {0 operate.
There have been no significant known breaches of these any applicable environmental laws by the consolidaled entity.

ROUNDING

The amounts contained in this report and in the financial statements have been rounded to the nearest 51,000 (where
rounding is applicable) under the oplion available o the company under ASIC Class Order 98/100. The company is an entily
to which the Class Order applies.

Signed in accordance with a resolution of the directorg

S.W. Yan
Chairman

/\/

/
i

S. Leung
Managing Director, CEO

Melbourne, 23 March 2004

&



MULTISTACK INTERNATIONAL LIMITED

STATEMENT OF FINANCIAL PERFORMANCE

YEAR ENDED 31 DECEMBER 2643

REVENUE FROM ORDINARY ACTIVITIES

Changes in mventories of finished goods and work
in progress

Raw materials and consumables used
Depreciation and amorlisalion expense
Borrowing costs expense

Salaries and employee benefils expense
Travelling costs

Management fees

Advertising and promelion

Sales commission & consignment fees
Transportation

Rent and rates

Repairs and maintenance

Selling services charges

€ther expenses from ordinary activilies
Share of net profiss (losses) of associale accounted
for using the equity method

PROFIT (LOSS} FROM ORDINARY
ACTIVITIES BEFORE INCOME TAX
EXPENSE

INCOME TAX EXPENSE RELATING TO
ORDINARY ACTIVITIES

PROFIT (LOSS) FROM ORDINARY
ACTIVITIES AFTER INCOME TAX
EXPENSE (NET PROFIT)

NET PROFIT atiributable o sutside equity
interest

NET (LOSSY PROFIT awributable fo members of
Mullistack International Lid.

Nel exchange difference on translation of financial
report of foreign controlled entity

TOTAL REVENUES, EXPENSES AND
VALUATION ADJUSTMENTS
ATTRIBUTABLE TO MEMEERS OF
MULTISTACK INTERNATIONAL LIMITED
AND RECOGNISED DIRECTLY IN EQUITY
TOTAL CHANGES IN EQUITY OTHER
THAN THOSE RESULTING FROM
TRANSACTIONS WITH OWNERS AS
OWNERS

Basic Earnings per Share {cents per share)

Diluted Earnings per Share (cents per share)

Notes

2

Lad lad

Lad

21

20

20

26

26

CONSOLIDATED COMPANY
2003 2002 2003 2002
000 3000 $°000 $°000
24,981 31,953 32 55
(962) (1,630) -

(13,357)  (16,763) - -
(903) (1,131) (42) (36)
(809} (1,082) (118) (141)

(3,084) (4,349) (37) 67
(985) (1,136) - .
(364) (867) -
(133) (549) -
(460) (409) -
(335) (367) -
(341) (484) - -
(260) (272) - -
(228) (388) - -
(2,689)  (2,356) (11,206) (137)
727 845 :
798 1,015 (11,371) (326)
313 74 -
485 941 (11,371) (326)
(957) (324) -
(472) 617 (11,371) (326)

(3.652) (1,881) -

(3.652) (1,881) }

(4.124) (1,264) (11,371) (326)

(0.42¢) 0.5¢
(0.42¢) 0.5¢




MULTISTACK INTERNATIONAL LIMITED
STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 20663

CURRENT ASSETS

Cash assets

Recetvables

Inventories

Other

TOTAL CURRENT ASSETS
NON-CURRENT ASSETS
Recetvables

Investments accounted for using the equity method
€ther Financial Assets

Property, plant and equipment
Intangibles

TOTAL NON-CURRENT ASSETS
TOTAL ASSETS

CURRENT LIABILITIES

Accounts payable

Interest bearing liabilities

Provigions

Other

TOTAL CURRENT LIABILITIES
NON CURRENT LIABILITIES

Interest bearing liabilities

Provisions

TOTAL NON-CURRENT LIABILITIES
TOTAL LIABILITIES

NET ASSETS

SHAREHOLDERS' EQUITY

Parent entily interest

Contribuied equity

Reserves

Retained profisé{losses)
Total parent enlity interest in eguity
Total culside equily interest

TOTAL EQUITY

Nofes

6

9
19

12
13

14
15
16

17
18

19
20
20

21

CONSOLIDATED COMPANY

2603 2802 2003 2062

87060 $000 $060 $°600
1080 2,755 6 7
14,266 16,939 - -
6,942 9,616 - -
37 78 - -
22,325 29,388 6 7
847 1,134 13,680 24,514
3,429 3,455 - -
5 6 1 i
10,122 16,025 - -
672 841 400 400
15,675 21,466 14,081 24,915
37,408 54,854 14,087 24,922
11,622 15,545 1,270 155
14,686 19,408 2,900 2,879
435 888 - -
17 6 - -
26,768 35,857 4,174 3,634
190 54 - -
407 439 - -
597 493 - -
27,357 36,350 4,174 3,634
10,643 14,564 9,917 21,288
155,639 155,639 155,639 155,638
18,191 21,733 3,165 3,165
{(166,857) (166,275) (148 887) {137.516)
6,973 11,007 9917 21,288
3,070 3,407 - -
10,643 14,564 9,917 21,288




MULTISTACK INTERNATIONAL LIMITED
STATEMENT OF CASH FLOWS

YEAR ENDED 31 DECEMBER 2643

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers

Payments (o suppliers and employees

Borrowing costs

Interest received

Paient and Research and development expenditure
Income tax paid

Rent received

Oiher

NET CASH FLOWS FROM/AUSED IN} OPERATING
ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisilion of property, plant and equipment
Proceeds from sale of property, plant and equipment
Loans to subsidiaries and associates

Repayment ol leans to subsidiaries and associates
Loans from associale

Loans from subsidiaries and associates

Loans from director related entilies

Repayment ol leans from director related entilies
Loans to other related parties

Repayment of loans {o other related entilies

Loan from other entilies

NET CASH FLOWS FROM/AUSED IN) INVESTING
ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from borrowings - other

Proceeds from borrowings - related parties

Repayment ol borrowings - related parties

Repayment of borrowings - other

Dividend paid

Finance lease principal

NET CASH FLOWS FROM/AUSED IN} FINANCING
ACTIVITIES

NET INCREASE/DECREASE) IN CASH HELD

Add opening cash brought forward

Effects of exchange rate changes on opening cash

CLOSING CASH CARRIED FORWARD

CONSOLIDATED COMPANY
2003 2002 2003 2002

Notes  $°600 $°606 $°006 $ 060
25.194 29444 381 55
(23.588)  (29,085) (285) (250)

(809) (1,082) (118) -

9 26 - -
(29) 36) - (36)

313) (345) - -

: (113) : :
22(2) 464 (1,191) {22) (231)
(204) (197) - -

86 24 - -
) ] _ (1,619)

- 731 - -

1,743 - - -

- - - 1,850

- 148 - -

(542) - - -

(1,316) (154) - -

296 1,858 ; _

14 : : :

77 2,410 . 231

473 416 21 -

(62) (931) _ _

(463) - - -

&7 (99} - -

(139) (614) 21 .

402 605 (1) -

750 385 7 7

(671) (240) - -

22(h) 481 750 6 7

9



MULTISTACK INTERNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS
3f1 DECEMBER 2043

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF ACCOUNTING

The financial report is a general purpose financial report, which has been prepared in accordance wilh the reguirements of the
Corporations Act 2001, which includes applicable Auvstralian Accounting Standards. Other mandalory professional reporting
requiremnents {Urgent Issues Group Consensus Views) have also been complied with.

The linancial stalements have been prepared in accordance with the historical cost convention,

The linancial slalements have been prepared on the basis of & going concern. This basis presumes thal funds will be available
e finance future operations and that the realisalion of assets and settlement of labilities will occur in the normal course of
business.

The financial statements disclose that the economic entity has incurred a net loss afler exclusion of the outside eqguity interest.
It has however disclosed posilive nel cashilows from operating aclivities and based on their forecasts for the 2004 financial
year logether with the ongoing support of their financiers and suppliers, the directors believe the economic entity is able to
meel its debis as and when they fall due. The directors have continued © undertake a total review ol the operations both in
Australia and offshore, particularly in the Peoples Republic of China. This review is expected o take some lime to complele
and will examine all options for the future of the company and economic entily, including expansion, restruclure and / or sale
of certain assets.

The financial statements do nol include any adjustments in anticipation of the outcome of this review, nor do they include any
adjustments relating to the recoverability or classification of recorded asset amounts or © the amounts or classification of
liabilities thal might be necessary should the support of significant financiers or suppliers be withdrawn such that either the
company or the economic enlity is unable (0 continue as a going concern,

CHANGES IN ACCOUNTING POLICIES
The accounting policies adopled are consistenl with those of the previous year excepl for the accounting policies with respect
tor the provision [or dividends and employee benefits.

(i} Provision for dividends

The consolidated eality has adopted the pew Accounting Standard AASB 1044 “Provisions, Contingent Liabilities and
Contingent Assels”™ which has resulled in a change in the accounting for the dividends provision. Previously, the consolidated
entity recognised a provision for dividend based on the amount that was proposed or declared afier the reporting date. In
accordance wilh the requirements of the new Standard, a provision for dividends will only be recognised at the reporting dale
where the dividends have been declared, delermined or publicly recommended prior to the reporting date. There has been no
effect of the revised policy on consolidaled retained profits. In accordance will: the new Standard, no provision for dividend
has been recognised for the year ended 31 December 2003,

(i} Employee benefits

The consolidated entity has adopted the revised Accounting Standard AASB 1028 “Employee Benefits”, which has resulted in a change in
the accounting policy for the measurement of employee begefit Habilities. Previously, the consolidated entity meastred the provision for
employee benefits based on remuneration rates at the date of recognition of the liability. In accordance with the requirements of the revised
Standard, the provision for employee benefits is now measured based on the remuneration rates expected to be paid when the liability is
setiled. The effect of the revised policy has been assesses ag immaterial and there has been no impact og opening consobidated retained
profits or on currend year profifs.

PRINCIPLES OF CONSOLIDATION

The consolidated financial reporls are those ol the economic enlity, comprising Mullistack International Limited (the
Company or parent entily) and all entities, which Multistack International Limited controlled from ime to time during the
year and al balance date.

Information from the financial stalements of subsidiaries is incloded from the date the parenl company oblains control unti
such fime as conirol ceases. Where there is loss of control of & subsidiary, the consolidated financial staternents include the

resulls for the part of the reporting period during which the parent company has control.

Subsidiary acquisitions are accounted for using (he purchase method of accounting.

19



MULTISTACK INTERNATIONAL LIMITED

NOTES - continuned
31 DECEMBER 2083

1. SUMMARY OF SEGNIFICANT ACCOUNTING POLICIES - coat’d
PRINCIPLES OF CONSOLIDATION {CONT'D)

The financial statements of subsidiaries are prepared for the same reporting period as the parent entily, using consistent
accounting policies. Adjustments are made to bring inlo line any dissimilar accounting policies, which may exist.

All intercompany balances and transactions, inchuding unrealised profifs arising [rom intra-group transactions, have been
efiminated in full. Unrealised losses are eliminated unless costs cannol be recovered.

FonreiaN CURRENCIES

Translation of foreign CUrveRcy transactions

Transactions i foreign currencies ol entifies within the economic enality are converled o local currency al the rate of
exchange ruling at the dale of the transaction.

Amounts payable fo and by the entiies within the consolidated entity that are outstanding ai the balance dale and are
denominated in foreign currencies have been converted o local currency using rales of exchange ruling at the end ol the
financial year.

All resulting exchange differences arising on settlement or re-stafement are brought fo account in determining the profit or
loss for the financial year.

Translation of financial report of overseas operations

All overseas operations are deemed sell-sustaining, as cach is financially and operationally independent of Muliistack
Inmernational Limited. The financial reports of overseas operations are iranslated using the current rate method and any
exchange differences are taken directly to the foreign currency ranslation reserve.

CASH AND CASH EQUIVALENTS

Cash on hand and in banks are stated at the lower of cost or net realisable value.

For the purposes of the Staternenl of Cash Flows, cash includes cash on hand and in banks, and money market investments
readily convertible to cash within 2 working days, net of outstanding bank overdrafts. In previous vears short ferm loans amnd
commercial bills were trealed as cash, they have now been reclassified as borrowings.

Bank overdralts are carried at the principal amount. Interest is charged as an expense as it accrues.

TRADE AND OTHER RECEIVABLES

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

Recetvables from related parties are recognised and carried al the nominal amount due. Interest is taken up as income on an
accrual basis,

INVESTMENTS

Associated companies

Investments in associates are carried at the lower of the equity-accounted amount and recoverable amount in the consolidated
financial report and the lower of cost and recoverable amount in Multistack International Eimited’s financial report.

Crovernment bonds are carried at the lower of cost and recoverable amount.

Orther non-current investments are carried at the lower of cost and recoverable amount.

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

Costs incurred in bringing each product (o ifs present location and condition are accounted for on a first-in firsl-out basis.



MULTISTACK INTERNATIONAL LIMITED

NOTES - continuned
31 DECEMBER 2083

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - cont’d

REVENUE RECOGNITION
Revenue is recognised (o the exient that it is probable thal the economic benelits will flow to the entity and the revenue can
be reliably measured. The following specific recognilion criteria must also be met before revenue is recognised;

Sale of poods
Control of the goods would have passed (o the buyer.

Licence and rovalty revenne
Advance payments of licence fees and royalties received under exclusive licence agreements relating to Mullistack
technology are brought to account in accordance with the terms of each agreement. Royalties are recorded upon receipts.

Rendering of services

Where the contract oulcome can be reliably measured; the entify controls the right to be compensated lor the services and the
stage of completion can be reliably measured. Stage of completion is generally measured by reference to the labour hours
incurred (o date as a percentage of total estimated labour hours for each contract.

Where the contracl outcome cannol be reliably measured; revenue i recognised only o the extent thal costs have been
incurred.

Interest
When control of (he right o receive the imlerest payment is attained.
PROPERTY, PLANT AND EGUIPMENT

Cost and valuation
Property, plant and eguipment are carried at cost or recoverable amount.

Depreciation

Depreciation is provided on a straight-line basis on all property, plant and equipment.
Major depreciation periods are: 2003 2002

Leasehold land - -

Leasehold buildings 40 years 40 years
Incompleie capital projects - -

Plant & eguipment under fease 5 vears 5 years

Plant and equipment 5 to 15 years 5 15 years
RECOVERABLE AMOUNT

Non-current assets are nof revalued to an amount above their recoverable amount, and where carrying values exceed s
recoverable amount assets are written down. In determining the recoverable amount for non current assets, the expecled nel
cash flows have not been discounted.

INTANGIBLES

Trade and service marks

Trademarks have been broughtl fo account at independent valuation. Amortisation has not been provided as the assels are
regarded as having an indelerminate life, benefiling as they do from continued investnent, promotlion and prolection.  The
directors assess the carrying value of trade and service marks annually.

Patents
Patents are brought fo account at the cost of acquisition. As the useful life of most patents held by the company is less than 5
years the cost of renewing patents s expensed as incurred.

Research and development costs

As most of the research and development costs are incurred in China they are expensed as incurred, excepl where future
henefits are expecled, beyond any reasonable doubt, to exceed these costs. Where research and development costs are
delerred such costs are amortised over 48 months on a basis relaled to expected fulure benefits. Unamortised cosis are
reviewed al each balance date o delermine the amount (Gf any} that is no longer recoverable and any amount so identfied i
wrilten off.
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NOTES - continuned
31 DECEMBER 2083

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - cont’d

INCOME TaX

Tax-effect accounting is applied using the liabilily method whereby income tax is regarded as an expense and is caleulated on
the accounting profil afier allowing for permanent differences. To the extent liming differences occur between the times
iferns are recognised in the financial statements and when iems are taken into account in determining laxable income, the net
refaled taxation benefit or liability, calculated at current rates, is disclosed as a future income tax benelit or a provision for
deferred income tax. The Tulure income tax benefil relating fo tax losses and liming differences is nol carried forward as an
assel unless the benefil is virlually certain of being realised.

TRADE AND OTHER PAYABLES
Liabilities for irade creditors and other amounts are carried at cost which is the fatr value of the consideralion to be paid in
the future for goods and services received, whether or not billed (o the consolidaled entity.

Payables to relaled parlies are carried at the principal amount.  Interest, when charged by the lender, is recognised as an
expense on an accrual basis.

EmpPLOYEE BENEFITS

Provision is made for employee benefits accumulated as a result of employees rendering services up (0 the reporting date.
These benefits include wages and salaries, annual leave, sick leave and long serviee leave.

Lisbilities arising in respect ol wages and salaries, annual leave, sick leave and any other enployee benefits expected to be
seltled within twelve months of the reporiing date are measured al their nominal amounts based on remuneration rates which
are expecled 1o be patd when the liability is settled. AH other employee benelit Habilities are measured al the present value of
the estimaled future cash oulflow to be made in respect of services provided by employees up to the reporting date. In
determining the present value of fulure cash oulflows, the markel yield as at (he reporting daie on national government bonds,
which have lerms (o maturity approximating the lerms of the related lHabitity, are used.

Employee benefit expenses and revenues arising in respect of the lollowing categories:

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

are recognised aganst profits on a nel basis in their respective categories.

LOANS AND BORROWINGS
All loans are measured at the principal amount. Interest is charged as an expense as il accrues.

Bills of exchange and promissory noles are carried at the principal amount plus deferred interest

Finance lease liability is determined in accordance with the requirements of AASB {008: Leases

PROVISIONS

Provisions are recognised when the economic enlity has a legal, equitable or constructive obligation (o make a foture
sacrifice ol economic benefits (o other entilies as a result of past transaclions or other past eveals, it 1s probable that a future

sacrifice of economic benefils will be required and a reliable estimate can be made of the amount of the obligation.

Dividends payable are recognised when a legal obligation o pay the dividend arises, typically following approval of the
dividend al a meeting ol shareholders.

A provision for warranly is recognised for all products under warranty at the veporting date based on sales volumes and past
experience on fevel of warranty claims.

SHARE CAPITAL
Ordinary share capital is recognised al the [air value of the consideration received by the company.

Any transaction costs arising on the issue of ordinary shares are recognised directly in equity as a reduction of the share
proceeds received.
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NOTES - continuned
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1. SUMMARY OF SEGNIFICANT ACCOUNTING POLICIES - coat’d

LEASES
Leases are classilied at their inceplion as either operating or [inance leases based on the economic subsiance of the agreement
s0 as Lo reflect the risks and benefits incidental to ownership.

Operating ledases

The minimum lease payments of operating leases, where (he lessor effectively retaing subsiantially all of the risks and
henefits of ownership of the leased ilem, are recognised as an expense on a siraighl-line basis. Contingent rentals are
recognised as an expense i the financial yvear in which they are incurred.

Finance leases

Leases which effectively iransfer substantially all of the risks and benefis incidental (0 ownership of the leased ilem to the
group are capilalised al the present value of the minimum lease payments and disclosed as property, plant and equipment
under lease. A lease lability of equal value is also recognised.

Capitalised lease assets are depreciated over the shorter of the estimated uselul life of the assets and the lease 1emm.
Minimum lease payments are allocated between interest expense and reduction of the lease liabilily with the interest expense
calculated using the interest rale implicit in the lease and charged directly 1o profil and loss.

The cost of improvements (o or on lfeasehold property is capitalised, disclosed as leaschold improvements, and amortised
over the unexpired period of the lease or the estimated useful Lives of the improvements, whichever is the shorter.

EARNINGS PER SHARE
Earnings per share is determined by dividing the operaling profil afler tax by the weighted average number of ordinary shares
outstanding during the financial year.
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Nofes
2. REVENUE FROM ORDINARY ACTIVITIES
Revenues from operating activities
Revenue from sale of goods
Revenue from services
Total revenue from operating activilies
Revenues from non-operating activities
Foreign currency gains (losses)
Interest - other corporations
Proceeds [rom sale of property plant and
equipment
Proceeds from sale of business
Royally revenue
€ther
Total revenues from oulside the operating
aclivities
Total revenues from ordinary activiiies
Share of net profif (loss) of associafes
accounted for using the equity method

3. EXPENSES AND LOSSES/(GAINS)

Amortisation and depreciation
Building
Plant and equipment
Plant and equipment under lease

Amortisation of intangibles
Patents
Deferred research and development costs

Total depreciation and amortisalion expense

Impairment of property, plant and equipment
- wrile down to recoverable amount

Bad and doubtlul debts
Related party — controlled entilies
Trade debts - other persons

Borrowing costs expensed
Interest expense
Bank facilities
Convertibie nole
Oiher

Oiher borrowing costs
Total borrowing costs
Cost ol goods sold
Nel foss (profit) on sale of plant & eguipment
Provision for inventory obsolescence 7
Provision for employee entitlements
Provision for warranty claims

CONSOLIDATED COMPANY
2003 2002 2003 2002
$ 000 $ 000 £ 000 £ 000
21,024 27,183 - -
2,830 4,416 : :
23,854 31,599 _ _
101 (2) - -
9 26 - -
325 24 - -
522 - - -
32 55 32 55
138 251 : :
32 55
1,127 354
24,081 31,053 32 55
727 845 : :
412 435 _ _
418 606 - -
31 35 : :
861 1,076 ; ;
5 4 5 4
37 51 37 32
42 55 42 36
903 1131 42 36
607 - - -
- - 11,000 -
436 255 - -
631 875 . .
118 141 118 141
60 66 : :
309 1,082 118 141
309 1,082 118 141
17,646 22,888 - -
(55) (24) - -
() 653 - -
94 74 - -
(392) - - -
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NOTES - continued
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CONSOLIDATED COMPANY
2603 2002 2003 20062
Nofes § 060 $ 000 $000 $°600
3. EXPENSES AND LOSSES/(GAINS) - (cont’d)
Rental - operating lease 62 71 - -
Research & development cosis 37 32 - -
Superannuation contributions 279 316 - -

4. INCOME TAX
The prima facie tax on net profi/(loss) differs from the
income tax provided in the financial reports as follows:
Prima Tacie 1ax on nel profiv/(loss) at 304 235 304 3410 (08}
Tax effect of permanent differences -
Write down of previous appreciation in value of
buildings - - - -
Research & development - - - -
Other ilems - - -
Future income 1ax benefil nol recognised - - 3,300 -

Future income 1ax benefil on tax losses nol

recognised/(recouped) 184 34} 111 98
Under/ {over) provision of previous year 85 {(26) - -
Dilferential in foreign fax rates (195 (170 - -
Income lax expense attributable o net profit 313 74 - -

Future income 1ax benefil arising from lax losses of the

company and a controlled entity not brought to account

al balance date as vealisation of the benefit is not

regarded as virtually certain 7,069 7,545 2,773 2,803

This fulure income tax benefit will only be obtained if:
fa) Fulure assessable income is derived of a nature and an amount sufficient to enable the benelit o be realised;
(by he conditions for deductibilily imposed by tax legislation continue to be complied with; and
{c) no changes in lax legislation adversely affect the economic entity in realising the benefil
Tax consolidation
For (he purposes of income taxation, Mullistack Internalional Lid and its 100% owned subsidiaries have nol formed a tax
consolidated group. This did not impact the consolidated results for reporting period. Given that a review of the Australian
operations is currently being undertaken, entey into a tax consolidaled group is unlikely. From 1 January 2004, the carried
forward tax losses of each entity in the Group could only be used o offsel laxable income of thal individual entity.
5. DIVIDENDS PAID OR PROVIDED FOR
Dividends proposed
Current year [inal - unfranked - - -
Dividends paid during the year — oulside equily
mnlerest - unfranked 463 - -
Current year interim - franked

463 - -

The amount of franking credits available for the

subsequent financial year are:

- franking account balance as at the end of the
financial year 1,687 1,687 - -

- franking credits that will arise from the payment of
meome tax payable as at the end of the financial year.

1,687 1,687 - -

16



MULTISTACK INTERNATIONAL LIMITED

NOTES - continued
31 DECEMBER 2083

CONSOLIDATED COMPANY
Notes 2803 20602 20003 2062
£7060 $7000 £ 080 $° 800
6. RECEIVABLLES {CURRENT)
Trade deblors {1,617 13,929
Director related enlities 32 1,360) 230
12,971 14,159
Provision for doubniul debis {2,342% (3,675
13,635 10,484
Purchase advances 312 1,003
Orher receivables 3,137 4,848
Amounts other than irade debts receivable from related
parties:
- Dirvectors 32 182 64

14,266 16,939

Movement in provision for doubtful debis

- balance at beginning of year (3.675) 3180
- debis previously provided for now wrillen-off - -
- bad and doubtful debts provided for during the year - (255)
- doubtful debts provision write back 436 -
- foreign currency flucluation o openiag balance 897 361

- balance at end of year {2,342% 3,675

Provision for doubtful debis comprises
- trade debiors {2,342% 3,675
- other persons - -

{2,342} 3,675

Terms and conditions relating fo receivables

{a) Trade - Credit sales are on commercial terms and depend upon (he region ol operation. Credil lerms Lypically are:
China - 10% deposit, 80% upon delivery, 5% upon commissioning with a final 5% afler 12 months warranty period. For larger
projects, deferred terms of up (o 24 months are often provided.
Australia - 60 days from delivery

(b} Delails of the lerms and conditions of related party receivables are sel out in note 32

{c} Receivables from other persons are on commercial terms and depend upon the region of operalion

7. INVENTORIES {CURRENT)

Raw materials and stores - ar cost 5,623 6,572
Provision for dimnution in value {937 {1,173
4,686 5,399
Waork in progress - at cost 2,087 2,185
Goods in transit - al cost 1 -
Finished goods - at cost 2,504 4,332
Provision for diminution in value £2,336) {2,600
2,256 4,217

Total mvenlories - ar lower of cost and net realisable
value 6,942 9,616
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NOTES - continued
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Notes

7. INVENTORIES (CURRENT) cont’d
Muovement i provision for diminution in value
Balance at beginning of year

Net additional provision

Net foreign currency movement

Provision for diminulion comprises
Raw malerials and stores
Finished goods

8. OTHER CURRENT ASSETS
Prepayments

9. RECEIVABLES (NON-CURRENT)
Whotly-owned group controlled entities
Provision for doubtful loan

Other relaled parties 32
Provision for other relaled parties

Other persons

Provision for doubtful debis - other persons

Muovement in provision for doubtful debis

- balance al beginning ol year

- bad and doubtful debts provided for during the year
- provision no fonger required

- bad delns writlen-olT against provision

- balance at end of year

Provision for doubtful debts comprises

- wholly-owned group controlled entities
- related parties - other

- other persons

10, INVESTMENTS ACCOUNTED FOR USING
THE EQUITY METHOD (NON-CURRENT)
Associated companies - unlisted shares

At cosl

At equily accounted amount

Provigion for diminution in value of investments

CONSOLIDATED COMPANY
2003 2002 2003 2002
$°000 $°606 $000 $°000
(4073 (3,702) - -
9 (653) - -
791 282 - -
(3273) (4,073) ] ]
37 (1,173) _ _
(2,336)  (2,900) - -
(3273 (4,073) _ _
37 78 -
37 78 ]
- - 142,030 141,864
- - (1283505 (117.350)
_ _ 13,680 24514
1,089 1,089 - .
(1,089)  (1,089) - .
3,250 3,542 2,409 2,400
(2403)  (2,403) (2,409 (2.,409)
847 1,139 13,680 24514
(3492) (4,141} (119,759)  (102,409)
- - (11,000 (17,3509
- 649 : ;
(3,492) 3,492) (130,759)  (119,759)
- - (128,350)  (117,350)
(1,089) (1,089 - -
(2403)  (2,403) (2,400) (2,409)
(3492)  (3,492) (130,759)  (119,759)
4,420 4,455 -
(10000 (1,000) -
3,429 3,455 _
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10. INVESTMENTS ACCOUNTED FOR USING THE
EQUITY METHOD (NON-CURRENT) CONT'D

{1y Investments in associafes

Bright Technology Lid. (a)
Multistack Thermat Ld. {a)

Provision for diminution in value of investiments

Economic Entity Inferest % held by Economic
Eatity
2603 2082 2083 2002
£7060 $°600
4,425 4455 60%() 604% (b)
{c} {c} T3%: T34
4,429 4455
{1,000 {1,080}
3,426 3455

{ay Balance daie is 31 December 2003
(b} B Class non-voling shares

{v} 40% held via 60% investment in Bright Technology Lid., which owns 67% of Multistack Thermal Lid., and direct
investment by Super Link Guangzhou Lrd. (BVY), which holds 33% equity. Penthill Ltd 60% interest Bright Technologies
Ltd is held through non-voting shares and as such the Bright Technologies Lid is not a controlled enlity.

¢ii} Principal activities of associated companies:

- Bright Technology Lid. - invesiment company, its only investment being in Multistack Thermal Lid. an operating company

which manufactures brazed plate heat exchangers

Nofes

{iii) Share of associates profits {losses)
Associales

- nel profits (losses) before income lax

- income tax expense atlributable (o nel profit
- nel profits (losses) after income tax

{iv) Carrying amount on investments in

associates

Balance al beginning ol [inancial year

- share of associates nel profits (losses) for the
[inancial year

- foreign currency translation effect

Equity accounted value of investments in associates

al erd of the financial year

Represented by:

Investments at equity accounted amounts:

- Brighl Technology Lid./Multistack Thermal Lud.
less provision for dimiaution

Carrying value of investments in associates

{v} The consolidated entity’s share of the assets
and liahilities of associates

Current assets

Non-current assets

Current linbilities

Nel agsets

CONSOLIDATED
2003 2062
$° 004 $°600

727 845
727 845
4,455 3,869
727 845
{7153) {259}
4,429 4,455
4,429 4455
1,000 (1,600)

3,420 3455

2,184 1,767

4,477 6,348

(2,184) (3,064}

4,477 5,051
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10. INVESTMENTS ACCOUNTED FOR USING THE
EQUITY METHOD (NON-CURRENT) CONT'D

Notes

{vi) Retained profits of the consolidated entity
attributable to associates

Balance at the beginning of the linancial year
Share of associate’s nel profits (losses)

Foreign currency iranslation effect

Balance atl the end of the financial year

{vii) Amount of reserves of the consolidated
entity attributable to associates

Balance at the beginning of the linancial year
Share of associate’s nel profits (losses)

Foreign currency iranslation effect

Balance atl the end of the financial year

18A. INTEREST IN SUBSIDIARIES {(NON-CURRENT}
{a} Investment in controlled entilies comprises:

CONSOLIDATED
2603 2002
8060 $7004

9,707y (11713
727 845
(2,360) 1,158
(6,620) (9,707}
2,018 2,239
{491) (221}
1,527 2,018

Incorporated Benelicial percentage held Investment
in by economic entily
2603 2042 2603 2082
$°000 $ 004
Muldtistack International [id. Aust. {i
DunnAdr International Limited Aust. 1 {i 1605 (b} (b}
Controlled entities of DaneAir lnternational Led.

Dunn Alr Conditnoning (Purchasing) Pry. Lid. Aust. 1 {i 1605 {c} {c}
Mudiistack Inc. LSA 100 160%: 4,712 4,702
Airflow Holdiggs Inc. LiSA (0% 1605 12 12
Controlled entities of Airflow Holdings, ne.

Airflow Company LSA 1{0%: 160%: - -

Airflow Licence {nc. LiSA {0 1605 - -
Mudiistack PRC Py, Lid. Aust {0 160%: {a} {a}
Controlled entity of Multistack PRC ey, Lid.

Super Link Australia Ltd. BV 1 48] 1605 - -

Controtied entity of Super Link Australia 1.td.

Super Link Guangzhou Lid. BVI {0 () 1605 - -
Controlled entities of Super Link
Guangzhou Lid,

Panye Super Link Company 1.4d. PRC B5%:  (Fg) 856, - -
Panyu diefeng Alr Condinoning Co. Ltd. PRC (0% () 1605 - -
Super Link Air Conditioning Instabling
Engineering Ltd. PRC 1{0%: 160%: - -

Super Link Pagyu Ltd. BVI1 0% {1} 1005 - -
Controlled entity of Super Link Panyu Lid.

Panyu Preciston Jieneng Afr-conditioniag

Equipment Company Lid. PRC 1{0%: () 160%: - -
Super Link Yuyao Lid. BVl {0 () 1605 - -
Controfled entity of Super Link Yuyao Lud.

Yuyao Jiefeng Air-conditioning

Equipment Company Ld. PRC 519 (Dh) 514 - -

ACR Equipment (HK) [xd. HK e M 1005 - -
Super Link North America 1td. BV1 {35 (£} 1605 - -
Penthill Lid. HK 0% (e} 160%: {d} {d}
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180A, INTEREST IN SUBSIDIARIES (NON-CURRENT; (CONT’D)

{a) Investment in controlled entilies comprises (cont’d):

Overseas controlled entities carry on business in the country of incorporation.
NB: BVI = British Virgin Islands; PRC = Peoples’ Republic of China; HK = Hong Kong; Aust. = Australia;
USA = United States of America

{a)
{€)
&)
{g)

)

(i)

$2: (b} 85; () 565, (d) 5191

Audited by Ko & Ng Certified Public Accountants.

Controlled entities, which are audited by other member firms of Hrast & Young International.

Eguity contribulion to the joint venture is 85%. However upon liguidation or lerminalion of the joinl venture, the

joint venture agreement provides that the remaining assels be distributed to Super Link Guangzhou Lid. {(88%) and

Lo Panyu No. 2 Light Industry (Holdings) Company (12%), provided that the distribution to Panyu No. 2 Light
Industry {Holdings) Company is nol less than the amount of ils inifial investment. For accounting purposes, i1is a
controlled entity.

Although the group does nol have prima facie control of the board of directors, in the opinion of the directors of the
group the company has control of the day-10-day management and operation of the joinl venture, For accounting
purposes, it is a controlled entity.

Pursuant to a class order 98/1418, relief has been granted to these controlled entities of Muktistack International Lid.
from the Corporations Law requirements for preparation, audil and publication of accounts.

As a condition of the class order, Mullistack Infernational Lid. and 1he controlled entities subject to the class order (the
“Closed Group™), entered into a Deed of Cross Guarantee on 30 June 1995, The clfect of the Deed is that Muoltisiack
International Lid. has guaranteed to pay any deficiency in the event of winding up of any of the controlled entities. The
controlled entities have also given a similar guarantee in the event that Mullistack International Lid. is wound up.

Multistack International Ltd has given notice on 18 December 2003 thal a Revocation Deed to this Deed of Cross
Guaranilee was lodged with ASIC. The effect of the Revocation Deed is that the Released Group Entities will be
released from al liabilities under the Deed of Cross Guarantee. The operation of the Revocation Deed in now only
conditional on there being no winding up or deregisiration of the Released Group Entities within 6 months after
lodgement of the Revocation Deed with ASIC. Released Group Entities include Multistack PRC Pty Lid, DunnAir
Conditioning (Purchasing) Pty Lid and DunnAnr International Lid.

The consolidaied profil and loss sialement and balance sheet of the entities which are members of the “Closed Group™
are as follows:

Closed Group

2003 2002
$7004 $°606
Consolidated Profit and loss statement for
Closed Group
Operating profit/(loss) before income 1ax (GE6) (1,245)
Income 1ax attributable o operating
profiv(loss) - -
Operating profit/(loss) after income tax
altribulable to members {GEG) (1,245)
Retained profils/(accumulated losses) at the
heginning of the [inancial year {152,799) (151,554)
Retained profits/{accumulated losses) at the
end of the financial period {153,485) (152,7759)
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16A, INTEREST IN SUBSIDIARIES (NON-CLURRIENT: CONT’D

Consolidated batance sheet - Closed Group

2803 2062
£7060 $7080

Current assets

Cash 28 15

Receivables 68K R6X

Inventories 1,048 1,122

Other 37 78
TFotal current assets 1,801 2,083
Non-current assets

Receivables 8,780 103,509

Inveslments i i

Property, plant & equipment 188 248

Intangibles 400 400
TFotal non current assels 9365 11,158
Tolal assets 11,170 13,241
Current liabilities

Accounts payable 1,764 1,981

Borrowings 3,554 4,151

Provisions 354 84

Other 17 16
Fotal current linbilifies 5,689 6,994
Non-current linbilities

Borrowings 5 53

Provisions 157 185
TFotal non current liabilities 162 242
Total liabilities 5,851 7,236
Nel assets 5,319 6,005
Shareholders’ equity

Parent equity interest

Share capital 155,639 155,639

Reserves 3,165 3,165

Retained profits/(accumulated losses) {153,485) {152,799}
Total shareholders’ equity 5,315 6,005
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1i. OTHER FINANCIAL ASSETS
Covernment Bonds

Invesiments - unlisted shares
At cost
At directors’ valuation 1990
Provision for diminution in value of investments

Terms and conditions relating to the above
financial mstruments:

Notes

1i{a}

CONSOLIDATED
2003 2802
$° 004 $040

6
5 O

COMPANY
2003 2042
$°800 $e00

3,224 3224
1,462 1,492
{4,715} (4,715)
{ 1

(a) CGovernment bonds i an investment fund with the Bank of China in Yuyao, China. This is non-interest
hearing and has nol specified lerms or condilions.

12. PROPERTY, PLANT & EQUIPMENT
Leasehold land and buildings

Al cost

Accumulated depreciation

Land al recoverable amount - 2003

Al recoverable amount - 2000
Accumulated depreciation

Total land and buildings
Al fower of cost or recoverable amount
Accumulated depreciation

Plant and equipment
Al cost
Accumulated depreciation

Incompleie capital projects - AL cost
Plant and eguipment under lease

At cost

Accumulated amortisation

Total property, plant and equipment
At lower of cost or recoverable amount
Provision for depreciation and amorlisalion
Total written down amount

12(a)

12(a)

5,620 12,198 - -
{2,849} (2,932) - -
5,777 9,266 - -
286 -
2,025 2,683 - -
{630} (833) - -
1,399 1,850 - -
16,941 14,881 - -
{3,479 (3,765) - -
7,462 11,116 - -
5,623 8,199 - -
{3,838 (5,785 - -
1,785 2,414 - -
846 2,438 - -
182 274 - -
{156} (217} - -
26 57 - -
17,595 25,192 - -
{1,473 (9,767} - -
1,122 16,025 - -

{a)  Buildings have been carvied at cost. AL 3T December 2000 some buildings were written down 1o recoverable amount.
That amoeunt was based on independent advice from real estate brokers based in China, As al 31 December 2003, land
located al Guangzhou Nansha Economic Development Park was written down to recoverable amount based on the

directors’ valualion.
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CONSOLIDATED COMPANY
Notes 2063 2802 2603 2002
$'600 $000 $040 $7 004
12. PROPERTY, PLANT & EQUIPMENT - cont’d
{b) Reconciliation
Leasehold land and buildings
Carrying amount at beginning {LHG 11,817 -
Addilions - 989 -
Disposals (244) - -
Deprecialion expense {412y {435} -
Impairent (286 - -
Nel foreign currency movements arising from self -
suslaining [oreign operalion {(2,712) {(1,255)

1,462 11,116 -

Plant and equipment

Carrying amount at beginning 2414 3,081 -
Additions and ransfers 887 79 -
Disposals (548} {16) -
Deprecialion expense (418) (606) -
Nel foreign currency movements {550 {1243 -
1,785 2414 -
Incomplete capital projects
Carrying amount at beginning 2,438 2,722 -
Additional expenditure - 43 -
Impairent (3211 - -
Transfer fo land and buildings or plant and -
equipment (674) {59)
Net foreign currency movement {594y {268} -
849 2,438 -
Plant and equipment under lease
Carrying amount at beginning 57 93 -
Additlions - - -
Disposals - {1} -
Deprecialion expense 30 35) -
26 57 -

The group’s fixed assels with a net book value of 56,786,758 (2002: 58,639,411) were pledged to secure a bank loan granted
toy lhe group and ifs associate.
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13. INTANGIBLES
Trade and Service Marks
Al cost
Provision for diminulion

Al independent valuation 1991
Provision for diminulion

Total Trade and Service Marks
The only movement in Trade and Service Marks
during the period was due fo foreign exchange
moOvements:
Deferred research and development costs
Al cost
Research and developmeal costs incurred
during the year and deferred

Accumuiated amortisation
Balance at end of year

Palents
Al cost
Accurmnuaiated amortisation

Total intangibles
Al cost
Al independent valuation

Accumuiated amortisation
Provision for diminuiion in valug

Intangibles

Carrying amount at beginning
Additional expenditure at cost
Amortisation expense

Net foreign currency movement

CONSOLIDATED
Notes 2003 2002
$'000 #0600
13¢a)b) 85,043 112,467
(84671 (112,027)
372 440
13(c) 400 400
(100) (100)
300 300
672 740
8,007 7976
37 31
8,044 8,007
(8,044) (8,007)
983 978
(983) (978)
94,070 121452
400 400
94,470 121,852
(9,026) (8,085)
(84,772)  (112,026)
672 341
841 915
42 35
(42) (35}
(169) (74)
672 341

COMPANY
2603 2002
87060 $7060

400 400
400 400
400 400
8,007 7.976
37 31

8,044 8,007

{8,044 (8,007)

982 978
(982 (978)
9,026 8,950
400 400

9,426 9,350

{9,026} (8,950
400 400
400 634

41 6
(41 (2407
400 400

{a} The cost of the trade and service marks represents the fair value ascribed to those assets included in the total
consideration paid upon acquiring some of the companies in the economic eality at 1 July 1994, The lair value
ascribed to these trade and service marks was supported by an independent valoation carried out by Ameriean
Appraisal Hong Kong Limiled, an independent valuer, on 30 June 1994, The basis of appraisal wag fair market value in

continued use.

When the Company’s China trade and service marks were valued in 1994, the market outlook was buoyant across the
whole country. The Company’s board of direciors resolved early in 1995, that because of the cyclic variations i the
Chinese cconomy, regular reviews of the carrying values of trade and service marks would be carried out.

Given difficull markets, and in particular the volatility and wide variations noled from provinee 10 province, the
Company resolved during the year ended 31 December 1996 (o then reduce the tolal carrying value of all the
Company’s brands and trade and service marks to a notional 31 million. A further provision for diminution of

$250,000 was made as at 31 December 2000,
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Notes

13. INTANGIBLES - cont’d

CONSOLIDATED
2003 2002
$ 004 $ 004

COMPANY
2063 2002

$ 600 $ 000

()} Trademarks were valued by Carter, Smilh & Beadle, Patent & Trademark Altorneys ai 30 Fune 1991, The basis of the

valuation was replacement cost.

14. ACCOUNTS PAYABLE (CURRENT)

Trade creditors

Customer advances

Sundry creditors

Aggregate amounts payable to related parties
- Controlled entifies - wholly owned (trade)

- Associate (trade) 32
- Director related parties (rade) 3z
- Directors (non-trade) 32

Terms and conditions relating to accounts payable

2,288 4,337
2,024 2,674
4,261 5812
1,770 294
770 1,80
516 520
11,629 15,527

31 32
723 723
516 -

1,270 755

{a}  Trade and sundry creditors are normally settied on ferms appropriate o the region of operation and as arranged with

particular suppliers.
(by  Customer advances are on commercial lerms.
{c) Other related parties details are set oul in note 32,

15, INTEREST BEARING LIABILITIES (CURRENT)
Lease liability - finance lease - secured 23
Bank overdrafts - secured

Bank loans - secured

Commercial bills and promissory notes

Convertilxe note (unsecured}

Secured liabilities
Lease liability 23
Bank overdrafts
Bank loang
Commercial bifls and promissory notes

2,900 2,879

2,900 2,879

55 93
599 2,065
11,051 14,274
81 157
2,900 2,879
14,686 15,408
55 93
599 2,005
11,051 13,482
g1 157
11,786 15,737
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15, INTEREST BEARING LIABILITIES (CURRENT) CONT'D

{ay Lease liability is secured by a charge over the leased assels. As at balance date the average term for finance leases was 3
years. The average discount rate implicil in the feases is 8.2%.

{b) Bank overdraft and bill facility used by Australian based entities is secured by a charge over those Companies” assets. The
numercus bank overdraft and loan facilities used by China based enlities are unsecured or are secured by corporate
guarantecs provided by a controlled entity, director relaled parties, joint venlure parlners, associale company, or a charge
aver group or associate properties, or a personal guarantee by a Director, or by a combination of these securities. Interest is
charged based on the respective bank’s benchmark plus a margin.

{c} Bank loans are due for repayment between December 2003 and Decernber 2004. Interest is charged at the bank’s ifoating
raie

{d) Bills ol exchange and promissory noles have an average maiurity of 90 days with an effective interest rates ol 8.7%

{ey Converlible nole and interest was due for repayment on 31 December 1996, The lender is entitled Lo convert the debt into
ordinary shares in the company based on the weighled average sale price on the ASX for the preceding [ive days. The
lender has indicated that al present il does nol intend (o exercise the right to convert.

CONSOLIDATED COMPANY
Notes 2003 2062 2003 2062
$°008 $ 004 $ 004 $ 040
16. PROVISIONS (CURRENT)
Employvee entitlements 24 303 351 -
Dividend payable - i3
Warranty claims 16 (a) 132 524 -
435 888 -

{a} Provision for Warranty

All entities in the wholesale and retail operations provide lor warranties under which faully productls are repaired or replaced.
During the 2003 year, management concluded based on currenl sales levels and current information sbout warranty claims
experience that the provision exceeded (he amount of warranty claims on products sold and adjusted the provision accordingly.

17. INFEREST BEARING LIABILITIES

{(NON-CURRENT)
Bank Loan - secured 185 -
Lease liability - finance lease - secured 23 5 54
190 54
Refer (o Note 15 for delails of security
18. PROVISIONS (NON-CURRENT}
Employee entitlements 24 157 189 - -
Provision lor warranty 250 250 - -
407 439 - -
(h) Movements in provisions
{0} Dividend payable
Carrying amount at the beginning of the financial
year i3 - - -
Additional provision - i3 - -
Reversal of unused provision (133 - - -
Carrying amount at the end of the [inancial year - i3 - -
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18. PROVISIONS (CON'TD)

(i) Warranty Claims

Carrying amount at the beginning of the financial
year

Reversal of unused provision

Carrying amount at the end of the [inancial year

1%. CONTRIBUTED EQUITY
a} Issued paid op capital
112,303,924 ordinary shares fully paid
b} Movements in shares on issue during the year
No shares were issued during the year.

¢) Terms and Conditions of contributed equity
Ordinary Sharves

Notes

CONSOLIDATED COMPANY
2003 2802 2063 2802
$7004 $040 $°600 $040
T4 187
(392) (13}
382 T4
155,639 155,639 155,639 155,639

Ordinary shares have the right to received dividends as declared, and in the event of winding the company, to participate in the
proceeds Trom the sale of all surplus asset in proportion o the number of and amounts paid up on shares held. Ordinary shares
entitle their holder to one vole, either in person or by proxy, at a meeting of the company

20. RESERVES AND RETAINED (LOSSES)
Asset revaluation

General reserve

Foreign currency iranslation

Retained (lossesy

{a} Assef revaluation
The assel revalualion reserve is used o record
increments and decrements in the value of non
current assels. The reserve can only be used to pay
dividends in limiled civcumsiances.
Movements in resgrve

- balance al beginning

- movemenl

- balance al end of year

{b} General reserve
The general reserve conlains amounts of relained
profils that have been set aside by directors for the
purpose of funding specilic projects.
Movements in reserve

- balance al beginning

- transfer from relained profits

- balance al end of year

20(2)
20(b)
20(c)

200d)

3,551 3,551 3,165 3,165
1,692 1,582 . -
12,948 16.600 ; :
18,151 21,733 3,165 3,165
(166,857 (165,275) (148.887)  (137.516)
3,551 3,551 3,165 3,165
3,551 3,551 3,165 3,165

1,582 675

110 907

1,692 1,582
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20. RESERVES AND RETAINED (LOSSES)

(c) Foreign currency translation
The [oreign currency ranslation reserve is used (0
record exchange differences arising [rom the
transtation of the [inancial stalements of self sustaining
foreign operations
Movements i reserve

- balance al beginning

- Gain (loss) on ranslation of overseas

controted entities
- balance al end of year

{d) Retained {losses)

Balance at begmning of year

Nel (lossyprofit attributable fo members of Multistack
Intermnational Ltd

Total available for appropriation

Dividends provided for or paid

Agpregate amount ransferred (o the general reserve
Balance at end of year

21. OUTSIDE EQUITY INTEREST
Reconciliation of oulside equity interest in
controted enlity:

- Opening balance

- Share of operating profit (loss)

- Foreign currency fluctuation

- Dividends paid - unfranked

Nofes

29

CONSOLIDATED COMPANY
2603 2002 2003 2002
$°000 #0600 #0600 $7000
16,600 18,481 - -
(3,652) (1.881) } }
12,948 16,600 _ _
(166,275)  (165.985) (137.516) (137,190
(472) 617 (11,371) (326)
(166,747)  (165.368) _ _
(110) (907) : :
(166,857)  (166.275) (148,887)  (137516)
3407 3,630 - -
957 324 - -
(831) (547) ; _
(463) _ : :
3070 3 407 _ _
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22. STATEMENT OF CASH FLOWSE

{a} Reconciliation of the operaiing
profii/(loss) after tax to the net cash flows
from eperations

Operating profiv(loss) after tax
Amortisation of leased assels
Amortisation of patent lees and copyrights
Amortisation of research and development
expenditure

Impatient of fixed assels

Depreciation of property, plant and equipment
Eoss (Gain} on sale ol non current assels
Provision for employee entitlements
Provision for doubiful debis

Provigions - other

Share of associates profit

Decrement in value of buildings

Provision for inventlory obsolescence
Changes in asseis and liabilities

Trade and other receivables

Inventory

Research and development expendilure
Patenls

Tax provision

Trade and other creditors

Future income Lax benefil

Provision for deferred income Lax

Efiects of exchange rate changes on opening
cash

Net cash flow from operating aclivities

{b) Reconciliation of cash
Cash balance comprises:
- cash on hand
- bank overdralt
- commercial bills
Closing cash balance

{c) Bank Facility

The controlled entities have multiple option facHities of 310,529,777 (2002: $15,990,065).

Nole 25.

{d)} Nen~cash fizancing and investing
activities
Transfer ol property tle from deblor in
licu of seltlement of frade debs

Notes

CONSOLIDATED COMPANY
2603 2002 2003 2602
$° 080 $* 804 $7060 $7060
485 941 (11,371) 326)

31 35 . .

5 5 42 5

37 50 . 31

607 . . .
830 1.041 . .
(55) (24) - -
(803) 74 . .
(436) 285 14,000 .
(429} (649 a B
(127 (845 . .
(9) 653 . .

606 (1752) 349 .
465 1,142 . .
19 an (42) 31
- (3 - (5
(1,343 {23513 . 95
458 240 ) )
464 1.191 (22} (231}
1,080 2,755 6 7
(599) {2005 . .
481 750 6 7

840

Unused facilities is disclosed in

30
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CONSOLIDATED COMPANY
2603 2062 2803 2002
Notes 87060 $ 004 $000 $060
23. EXPENDITURE COMMITMENTS
Estimaled capital expendilure contracted for
al reporling date, but not provided for,
payable:
- not later than one year
- controtled entity 23 31 -
Lease expendifure commihnents
() Finance leases
- not later than one year 55 69
- later than one year and not later than
five years 5 166
- later than [ive years - -
- aggregated fease expendilure contractled
for al balance date but nol provided for 60 175
Finance Leases
- not later than one year 61 G2
- laler than one year but not later than
five years 5 57
- later than five years - -
- minimum lease payments 66 159
- fulure finance charges {6} {12y
- lease Hability G} 147
- current liability 15 55 93
- non current liability 17 5 54
60 147
Finance leases have an average lermn ol 4
years and an average implicit rate of 7.5%.
Assets under lease are molor vehicles
(i1} Operating leases {non-cancellable)
Minimum paymeats due for buildings leased.
- not {ater than one year 295 342 -
- laler than one bul not later than five years 54 51 -
Agpregate lease expenditure contractled for at
reporling daie 349 393 -
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Notes

24. EMPLOYEE ENTITLEMENTS AND
SUPERANNUATION COMMITMENTS

Employee eatiflements:

The aggregale employee entitlements liabifity

is comprised of:

- Provisions - current 16
- Provisions - non current 18

Superanruation commitments

The superannuation plans provide benelis
hased on accumulated contributions.
Australian employees contribute 10 the plans
al various percentages of their wages and
salaries. The economic entily also contributes
to e plans in accordance wilh their
obligations under the trust deeds and is only
obligated under the Australian superannualion
guaraniee legislation.

At balance date the assels of each of the plans
are suflicient to satisfy al benefits that would
have vested under the plans in the event of
termination of the plans, and voluntary or
compulsory termination ol employment of
each employee.

25. FINANCING ARRANGEMENTS
At reporting date, the following financing
facilities bad been negotiated and were
available:

Total facilities:

- Irush receipl

- bank overdraf

- bank loan

- bank bills and promissory notes

- fetter of credil

Facilities used at reporting date:

- Irush receipl

- bank overdrall

- bank loan

- bank bills and promissory notes
- fetter of credil

Facilities unused al reporting date:
- Irush receipl

- bank overdraft

- bank loan

- bank bills and promissory notes
- fetter of credil

CONSOLIDATED COMPANY
2003 2002 2003 2002
$000 $°000 $000 $000
303 351
157 189
460 540
- 226
600 905
10,449 13481
81 95
- 226
504 882
10,449 13481
81 95
- 226
96 23
- 226
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CONSOLIDATED
2603 2042
£7060 $°600
26. EARNINGS PER SHARE
{a) Basic earnings per share (50.0042) S0.065
{by Wetghted average number of ordinary
shares on ssue used in the calculation of
basic earnings per share: 112,303,924 112,303,924

{£) The following rellects the income and
share data used 1 the calculalions of basic
and diluted carnings per shares:
Nel profit 485
Adjusiments:
Net profil attributable (o outside eguity
interest {957)

941

{324)

Earnings used in calculating the basic and
dituled earnings per share {472)

617

27. REMUNERATION OF DIRECTORS

Income paid or payable, or olherwise made

available, in respect of the financial year, (o

all directors of each enlity in the economic

entity, directly or indirectly, by the entilies of

which they are direciors or any related party:

Not rounded 3344,641 (2002 5570,278) 345

570

Income paid or payable, or otherwise made
available, in respect of the financial year, (0
all directors of Mullistack Infernalional
Limited, directy or indirectly, from the entily
or any related party:

Not rounded 3344,641 (2002 3437.611)

The number of direclors of Muaitislack
International Limited whose remuneration
falls within the following bands:

2003 2002
330,000 - $39,999 { {
360,000 - 569,999 - {
3150,000 - $159,999 { -
S166,000 - $169,999 { -
3196,000 — $199,999 - {
$206,000 - 5209,999 - {

The two highest paid Directorg are paid in

Hong Kong dollars. The change in amounts
shown as paid reflects a change in exchange
raies nol a change in amounts actually paid.

33

COMPANY

20403 2602

$°000 $* 060
345 43

38
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CONSOLIDATED
2003 2082
$040 $°006

28. REMUNERATION OF EXECUTIVES

Amounts received or due and receivable by

exceulive officers of the econonyc eality and

the company whose remuneration is $100,000

or more, from entities in the economic entily

and related entities

Not rounded $311,444 (2002 3408,642) 312 409

COMPANY
2003 2602

$000 8060

The number of executives of the economic
entity whose remuneration falls within the
foHowing bands are:

Economic entity Company
2003 2062 2603 20602

$150,000 - $159,999 { - - -
3166,000 - $169,999 { - - -
3190,000 - $199.999 - 1
3200,000 - 3209,999 - 1 - -
No stalT are employed by the parent entily.

29, AUDITORS’ REMUNERATION

Amounts received or due and receivable by the

auditor of Mullistack International Limited for:

Auditing financial reports 15 83
Cher services 22 10

62

62

97 93

)

66

Nol rounded -
Consolidaled: $75,000G (2002 $83,000); §22,000 (2002 $106,000}
Company 562,000 (2002: $62,000); 58,000; (2002: 54,000}

Amounts received or due and receivable by audifors
other than the auditor of Multistack International
Limited.

Auditing financial reports of certain controlled
entities 92 124
Crther services

92 124

Not rounded -
Consolidaied 391,860 (2002 $124.440)
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36. CONTINGENT LIABILITIES

Related bodies corporate
The chiel entity has provided an unlimited
guaraitfee o support bank facilities provided 1o
controlled entities. Al balance date the amouny
of the bank facilities so guaranteed was;

600 1030 600 1,030

The chief entity has pusranteed under the terms off
ASC Class Order 98/1418 any deliciency of [unds if
cerlain Australian controlled enlities are wound up.
The controlled entilies have also given such a
guaraniee to the Company.

The chief entily has given notice on 18 December
2003 that & Revocation Deed to (his Deed of Cross
Guarantee was lodged with ASIC. The elfect is that
the Released Group Entitzes will be released from
all liabilities under the Deed of Cross Guarantee.
The Revocation Deed in now only condilional on
there being no winding up or deregistration of the
Released Group Entilies within 6 months afler
indgement with ASIC. Released Group Entities
inciude Multistack PRC Piy Lid, DunnAir
Conditioning (Purchasing) Ply Ltd and DunnAir
International Ltd.
31 SUBSEQUENT EVENTS

The Directors have resolved (o undertake a total review of the Company’s operations both in Australia and offshore,
particularly i the People’s Republic of China. This review will examine all options for the fulure of the Company, including
expansion, restructure and/or sale of cerlain assets of the company. No decision has yet been made on any particular course

of action.

Eixcept for (he above, no significant iem or event has occurred since the end of the financial year.

32. RELATED PARTY DISCLOSURES
The directors of Multistack International Limiied during the financial year up until the daie of this report were:

{a)

()

5. Yan S. Leung
T. Chu Y.N. Chan
A. Yu (appointed on 16 Febroary 2004)

The directors were in office for the full financial period unless otherwise staled.

The following relaled party transactions occurred during the financial year:

I Transactions with divector related entities:

(i) Management services provided by Welletin Investment Ltd. (a related party of 8. Yan and S. Leung)
10
Mutltistack International Lid. and ils controlled entities on normal commercial terms and conditions.
The aggregate amounts paid/payable are $301,443 (2002 $398,642).

(ity  Muiltisiack International Ltd provided an interest free loan o Bright Technology Ltd (a related party of
S. Yan and 8. Leung) tolalling $1,089,036 (2002: $1,089,036) with no fixed repayments. No
repayments were received during the year and the loan has been provided for in full al year end.

(iil)  Amounts owing under normal commercial terms and conditions from director related entities:

Shenyang Jie Feng (a related parly of 5. Yan and S Leung) 3112,187 (2002 5172.438)
ACR Equipment Supplics Ltd {a related parly of 5. Yan and S Leung) $106,499 (2002 Nil}
Good Poinl Investments Lid (a related party ol S. Yan and § Leung) 5 806,868 (2002 Nil)
Bright Technology Lud. (a related party of 8. Yan and S Leung) $334,398 (2002 $431,175)
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32. RELATED PARTY DISCLOSURES (CONT’D)

{c)

(d)

()

Lad

(i)

(i)

Advances receivable at balance date under normal cormmercial ferms and conditions from director
related companies:

ACR Equipment Supplies Ltd. (a refated party of 8. Yan and 5. Leung) Nil (2002 5265,920)
Beiter Asia Group Lid. (a related party of 8. Yan and S. Leung) $5411,406 (2002 §1,152,278)

Asia Capital Resources (L) Lid. (a related party of 8. Yan and 8. Leung) 566,021 (2002 5100,89%)
JE (L) Lid. (a related party of 8. Leung) 3102452 (2002 5135,490)

Jie Feng (Ningho) (a relaled party of 8. Yan and S Leung) 5124,680 (2002 5149,431)

Jie Feng (Blower) {a related parly of 8. Yan and 8 Leung) $65,512 (2002 586,163

Transactions with other relaled parties:

Purchases were made under normal commercial lerms and conditions from Mullistack Thermal Lid.
{a subsidiary of associaled company Bright Technology Ltd.) and the amount payable al year end is
51,770,569 (2002 $2,080,702).

Transactions with the direciors of Multistack International Limited:

Interest free advance receivable from a divector of Multistack International Lid,
Mr. 5 Leung 566,761 (2002 576,645)

MrS W Yan S121,05G 2002 5153.682)

Interest free advances payable to a director of Mullistack International Lid.,
Mr. S Leung $515,513 (2002 $520,313)

Imerests i the shares of the entities within the economic entity held by directors of the reporting entity
and their director-related entities, during the year were:

Ordinary shares 2002 Acquired Sold 2003
S. Yan 34,652,921 - - 34,692,921
S. Leung 30,202,878 - - 36,202,878
Y.N.Chan 20,000 - - 20,000
T.K.M. Chu - - - -
AYu - - - -

There have been no other transactions concerning shares or share options between entities in the reportling

entily and direclors of the reporting entily or their director-relaled entities.

Multistack International Eimited is the ultimate Australian holding company.
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32. RELATED PARTY DISCLOSURES (CONT’D)

33. SEGMENT INFORMATION

Industry Segments

The economic entily operates in one industry being the heating, ventilation and air conditioning (HVAC) indusiry. The
major manufacluring operations comprise the production and sale of Multistack water and air cooled water chitflers used in
commercial air-conditioning and process cooling applications.

Segment accounting policies
The group generally accounts for intersegment sales and ransiers at cost. Revenues attributed fo geographic areas are based
on the location of the assel producing the revenues.

Segment accounting policies are the same as the consolidated entily’s policies deseribed in Note 1. During the year, there
were no changes in segment accounting policies thal ahs a material effect on the segment informalion.

China Ausiralia Elimination Consolidation
2003 2002 PALERS 26002 2003 2002 20603 2002
$O00 SO0 000 RS $O00 SO0 SO0 000

Revenue from ordinary activities:

Sales ~ 19,230 26,256 4.624 5343 - - 23,854 31,599

Oilher revenus ~ 254 247 73 167 - - 1,127 334

listersegreent

Sales 1,283 732 F74 42143 £1.457}) (£.152}
‘Fotal (Note 23 21.367 27,235 5,071 5,870 £1.457}) (£.152} 24,981 31,953
Segment resalis
- Net profi {foss) before tax 1,485 1611 {B8RTy {1,245 - H49 TOH 1,035
- Net profil (foss) afier eax atiributable 1o

frerabers 215 1,213 (B8T {1,245} - 649 {472} 617
Share of net profit of equity accounted
investments 727 845 - - - - 727 845
Segment assets 41069 51,506 15,883 17,955 {19,552} {18,607} 37,400 50,854
Segment liabilities 28,302 37913 5851 7237 (6796} (R.800) 27,357 36,350
Other segment information:
Eguity gccounted investments included in
sepmend assets 3,429 3455 - - - - 3.420 3455
Acauisition of property, plant and equipment.
inangible assets and olher Mo CUETeHT ssets 194 149 - 8 - - 194 157
Depreciation 759 9665 HiZ 140 - - 861 1,076
AGHOFEESAtion - 19 42 36 - - 42 35
Non cash expenses other than depreciation
ane amortisation {386} 46 F13 253 - - {273} 334

Notes: ~ Transactions with customer outside the economic entity

The basis of intersegment pricing is market price.
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34. FINANCIAL INSTRUMENTS

{a) Interest Rate Risk

The economic entity’s exposure to inlerest rate risk and the effective interest raies of financial assets and labilizes at 31 December 2003

, are as follows:

Fixed Inferest Rate maturing in:
Floatiag iaterest 1 year or less Over § to 5 years Meore than 5 Non-Inferest Total carryving Weighied
Financial instrements rate years Bearing amount as per average effective
the balance sheet interest rate
2803 2602 2003 2602 2003 2602 2803 2002 2803 2002 26803 2002 2803 2062
£080 $°060 $°608 £080 $° 004 $° 040 £080 $608 £080 $°608 £°060 $°608 £°060 $°608

(i) Financial assets
Cash - - - - - - 1,080 2,155 1,080 2,155 N/A NFA
Receivables - trade - - - - - - 9275 | 10,254 9275 | 10,254 N/A NFA
Receivables - relaled parties - - - - - - 1,542 834 1,542 834 N/A NFA
Receivable - olher - - - - - - 3,984 5,987 3,984 5,987 N/A NFA
Invesiment {associale) - - - - - - 3,429 3,455 3,429 3,455 N/A NFA
Other — sovernment bondg - - - - - - 5 6 5 6 N/A NFA
Total financial assets - - - - - - - -] 19,315 | 23291 | 19,315 | 23,291
(i1} Financial Habilities
Bank overdrafts 599 2,005 - - - - - - 359 2,005 | 9.25% 9.0%:
Bank loans 11,051 14,274 - - - - - -1 11,851 14,274 | 4.36% b 8%
Bills and promissory noles - - 81 157 - - - - - 81 157 8.0% 8.5%
Converlible noles - 2,90 2,875 - - - - - 2,900 2,879 | 6.03% [ 5.75%
Trade creditors - - - - - - 2,288 4,337 2,288 4,337 N/A N/A
Sundry creditors & accruals - - - - - - 2,080 5,812 2,080 5,812 N/A N/A
Customer advances - - - - - - 2,024 2,674 2,024 2,674 N/A /A
Accounts payable-related - - - - - - 5,237 2,104 5,237 2,104 N/A NFA
partics
Finance lease liability - 55 93 5 54 - - - - 6} 147 7.5%: 7.5%:
Total financial liabilities 11,650 | 16,279 3,036 3,129 5 54 - -~ | 11,629 [ 15,527 | 26,320 | 34,989

N/A — not applicable for non-interest bearing linancial inglruments




MULTISTACK INTERNATIONAL LIMITED

NOTES - continued
31 DECEMBER 2083

34. FINANCIAL INSTRUMENTS - cont’d
34¢h) Net fair values

The aggregale vet fair values of financial assels and financial Habilities at 31 Decernber 2003 are as recorded in the financial
statements.

The lollowing methods and assumplions are used to determine the nel failr values of financial assets and liabilities:

Cash and cash equivalents: The carryving amount approximates the fair value because of their short-term fo malurity.

Trade receivables and payables: The carrying amount approximates fair value.

Investments — unlisted shares - The carrying amount approximates fair value.

Government bonds- The carrying amount approcimates fair value.

Short-term borrewings: The carrying ameount approximates [air value because of their short-term fo malurity.

Long-term loans receivable: The lair values of long-term loans receivable are estimated using discounted cash flow analysis,
hased on current incremental lending rates for simifar types of lending arrangements.

Long-term borvowings: The fair values of long-term borrowings are estimated using discounted cash flow analysis, based on
current incremental lending rales for similar ypes of lending arrangements.

344c) Credit risk exposures
The cconomic entily’s maximum exposure o credit risk at balance date in relation to each class of recognised financial asset
is the carrying amount of those assels as indicated in the balance sheet.

Concentrations of credit visk
The company minfmises concentrations of credil risk in relation to trade accounts receivable by undertaking transactions with

a large number of customers.

Concentralions of credit risk on accounts receivable arise in the following locarions:

Consolidated
2003 2002
Australia 4% T
China 96% G349
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DIRECTORS’ DECLARATION
31 DECEMBER 2003

In accordance with a resolution of the directors of Multistack International Limited, we state that -

In the opinion of the directors:

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

(i  giving a true and fair view of the company’s and consolidated entity’s financial position as at
31 December 2003 and of their performance for the vear ended on that date: and

{11) comaplying with Accounting Standards and Corporations Regulations 20015 and

{b) there are reasonable grounds to believe that the company will be able to pay its debts as and when
they becorne due and payable.

On behalf of the Board

S.W. Yan
Chairman

//\/

S. Leung
Managing Director, CEO

Melbourne, 23 March 2004
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INDEPENDENT AUDIT REPORT TO MEMBERS OF MULTISTACK INTERNATIONAL LIMITED
Scope

The financial report and directors’ responsibiliry

The financial report comprises the staternent of financial position, statement of finaneial performance, statement
of cash flows, accompanying nofes to the financial statements, and the divectors’ declaration for Multistack
International Limnited (the company) and the consolidated entity, for the year ended 31 December 2003, The
consolidated entity comprises both the company and the entities it controlled during that year.

The directors of the company are responsible for preparing a financial report that gives a true and fair view of the
financial position and performance of the company and the consolidated entity, and that complies with
Accounting Standards in Australia, in accordance with the Corporations Act 2001, This includes responsibility
for the maintenance of adequate accounting records and mternal controls that are designed to prevent and detect
fraud and error, and for the accounting policies and accounting estimates inherent {n the financial report.

Audit approach

We conducted an independent audit of the financial report in order to express an opinion on it to the members of
the company. Qur audit was conducted in accordance with Australian Auditing Standards in order to provide
reasonable assurance as to whether the financial report is free of material misstatement. The nature of an audit is
mfluenced by factors such as the use of professional judgement, selective testing, the inherent limitations of
internal control, and the availability of persuasive rather than conclusive evidence. Therefore, an audit cannot
guarantee that all material misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report presents fairly, in
accordance with the Corporations Act 2001, including compliance with Accounting Standards in Australia, and
other mandatory financial reporting requirements in Australia, a view which is consistent with our understanding
of the company’s and the consolidated entity’s financial position, and of their performance as represented by the
results of their operations and cash flows.

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

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

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

While we considered the effectiveness of management’s internal controls over financial reporting when
determining the nature and extent of our procedures, our audit was not designed to provide assurance on internal
controls.

We performed procedures to assess whether the substance of business fransactions was accurately reflected in
the financial report. These and our other procedures did not include consideration or judgement of the
appropriateness or reasonableness of the business plans or strategies adopted by the directors and management of
the company.

Liability Hmited by the Accountants Scheme, approved
41 under the Professional Standards Act 1994 (NSW)



Sl FRNST & YOUNG

Independence

We are independent of the company, and have met the independence requirements of Australian professional
ethical pronouncements and the Corporations Act 2001, In addition fo our audit of the financial report, we were
engaged 1o undertake the services disclosed in the notes to the financial statements. The provision of these
services has not impaired our independence.

Audit opinion
In our opinion, the financial report of Multistack International Limited is in accordance with:
{ay the Corporations Act 2001, including:
£1) giving a true and fair view of the financial position of Mudtistack International Limited and the
consolidated entity at 31 December 2003 and of their performance for the vear ended on that
date; and
{11} complying with Accounting Standards in Australia and the Corporations Regulations 2001; and

(b)  other mandatory financial reporting requirements in Australia.
Inherent Uncertainty Regarding Continuation as a Geing Concern
Without qualification to the opinion expressed above, attention is drawn to the following matter.

Asg a result of matters deseribed in Note | under the heading ‘Basis of Accounting” there is inherent uncertainty
as to the outcome of the review described in this note and also the continuity of the support of significant
financiers and suppliers. In the event that the positive outcomes referred to by the directors do not eventuate or
continue, there is an inherent uncertainty as to whether the company and the econornic entity will be able to
continue as going concerns and therefore whether they will be able to pay debts as and when they fall due and
realise assets and extinguish liabilities in the normal course of business and at the amounts stated in the financial
statements. The financial statements do not include any adjustments relating to the recoverability and
classification of recorded asset amounts or to the amounts and classification of Habilities that might be necessary
should the cormpany and the economic entity not continue as a going concerns.

Ernst & Young

David Petersen
Partner
Melbourne

23 March 2004
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ASX ADDITIONAL INFORMATION
Additional informalion required by the Australian Stock Exchange Limited and not shown elsewhere in this report.
The information s current at 31 January 2004.

CLASS OF SHARES AND VOTING RIGHTS.
There are 670 registered holders of ordinary shares of the company. All ordinary shares carry one vote per share.

TWENTY LARGEST SHAREHOLDERS.

Name Number of % held Substantial
shares sharcholder
held inerest
Asia Capital Resources (L) Lid. 29,073,358 259 64,895,799
JE(LY Limied 23,655,454 21.1 64,805,799
ANZ Nominees Lid. 8,708,524 7.8
China Agents Lid. 7.678.3%0 6.8
Nalional Nominees Lid. 5,145,118 4.6
Mr. 5. Leung 4,750,000 4.2 64,805,799
Weyman Investment Lid. 3428000 31
Opal Mine Enterprises Ld. 2,500,000 2.2 64,805,799
PRC L. 2,500,000 2.2 64,805,799
Coningsby Nominees Piy. Lud. 2,385514 2.1
Welletin Investment Led. 1,672,000 1.5 64,895,799
Coningsby Noms. (Superannuation) Ply. Lud. 1,601,196 14
Calufo Puy. Lid. 1,099,000 1.0
National Australia Trustees Lid. 1.049.608 0.9
Aboud Investment 981,304 .9
Mr William Oldjohn 531,833 0.5
Miss B. Tan 515,000 0.5
Hua Wai Enterprise Co. 494,140 0.4
Louras Nominees Ply. Lid. 470,000 0.4
Mur. S. Diplock 419 358 0.4
Tolal 98,657,793 87.9

The twenty largest shareholders hold 87.9% of the ordinary shares of the company.

Messrs. Yan and Leung through their interests in the above entities are registered as having a substantial shareholder interest.
There is no on-market buy-back currently in progress

DISTRIBUTION OF SHAREHOLDERS

Ordinary shares

Range  Holders Shares
- 1,000 72 44,963
1,061 - 5,000 253 735913
5,001 - 10,000 99 344,534
10,001 - 100,000 204 7,616,803
100,001+ 42 103,062,711

DiviDEND REINVESTMENT PLAN
This plan is currently suspended.

CORPUORATE PRACTICES AND CONDUCT

The Board of Directors of Multistack International Limnifed is responsibie for the direction and supervision of the Company’s
husinesses on behall of the shareholders and the other stakeholders in the Company, including employees, lenders and the
wider communities to which the Company belongs.

The Board 1o its Execulive Committee, headed by the Chairman, and the senior management team, delegates responsibility

for day to day to day (o day strategy and operalions. The Executive Commillee also acts as the Finance Commiltes when
required.
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ASX ADDITIONAL INFORMATION - continued

CORPORATE PRACTICES AND CONDUCT -~ CONTINUED

Board composition:

The Board, currently chaired by an execulive director, ordinarity comprises directors with an appropriale range of
gualifications and experience spanning China, South East Asia and Australasia, desirably with a majority of non-execulive
directors. it meets quarterly in either Hong Kong or Melbourne with other teleconferences convened as required.

The directors in ofice ar the dale of this statement are:
Yan Siu Wai, Executive Chairman®™
Stephen Leung Kwok-Yin, Managing Director, CEO#
Terence Chu, Non-executive Director
Yim Ni Chan, Execulive Director
Allan Yu, Non-executive Director
# Moemiber of Executive Commnittes
Aundit Commitiee:
The Managing Director, chairs the Audit Commitlee with the external auditor and company secretary atlending all meetings,
which are held as required.

The Commiltee monitors the adequacy ol internal financial controls and ensures with the external auditors that the annual
statutery audil and (he half-yearly review are conducied effectively and cost-effectively. It also monitors changes in
accounting standards and their polential effect on the Company’s financial statements.

It continuously monitors the Company’s compliance with ihe Continuous Disclosure policies of the Australian Stock
Exchange and oversees the Company’s annual reports, media and ASX announcements.

It reviews accounting procedures and the speed, accuracy and reliabilily of worldwide monthly financial reporting and
monitors the management responses thereto.

External audiors may ordinarily meel with the Chatrman of the Audit Commillee to discuss any issue at any lime wilhoul
reference o execulive management.

Remuaneration Conimitiee:
The Chairman and Mr. Leung a0t as the remuneration committee, which determines and reviews compensalion levels for
execulive directors. The Remuneration Committee did not meet during 2003,

Nomination and Gevernance Committee

The Chairman and Mr. Leung act as the nomination committee, which regularly reviews the operation of the board and
determines the membership of ifs committees. When necessary, it nominates candidates for the role of non-execulive
director.

Board Responsibilities:

The board’s stewardship responsibilities are rigorously exercised at all tmes for the benefit of all shareholders. These
inciude supervision of strategic direction, management accountability and the wider range of commercial risk issues and their
effective mitigation.

The Board insists on the highest ethical standards of the Company’s conductl with ifs customers, suppliers, employees, and
regulatory authorities; indeed, all the Company’s dealings are expected (o reflect the highest standards of honesty, integrity
and professionalism. Ethical issues are reported as a maiter of course 10 the Audil Committee.

Every year, the Board ordinarily reviews and approves a strategic plan for the Group and its one-year operating plan,
inchuding the annual operating and capital budgels. At each quarterly meeting, the Board reviews progress against the
strategic plan.

The Board separately receives submissions from the Execulive Committee on major capital expendilures, acquisitions and
disposals of significant assets or other malerial investment issues including research and new product development plans and
policies.  Every year the Board requires a summary report from the Executive Commillee on succession planning and
management development in each of is geographic divisions.

The Company indemnifies all direclors against any proper Habiities incurred in their discharge of their duties as directors of

the Company. Nevertheless, each director retains a duty of care and due diligence throughoul their conduct and oversight of
Company alfairs.
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