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MANAGING DIRECTORS REPORT

Dear Shareholder,

Citrofresh International Limited aclieved a number of milestones during the year. Highlightls included receiving Hospital Grade
Disinfectant Approval frorn the Therapeutic Goods Administration (TGA) i Australia, which is a world first for a certified organic
product. New contracis for distribuiion into South America and Soutly Africa were achieved. Independent validation of the efficacy of
Citrofresh® continued throughout the year. We have completed a number of irials with international and local pariners which we
believe will translate into sales in the coming year.

Despite this progress, ihe Company also faced a number of challenges being primarily  delays in receiving regulatory approvals in
Soulh America. The regulatory process m South Africa has progressed more rapidly and the commercial roll-out is already in
Progress.

i would like to take this opportunily to communicate to sharebolders the benefils of our world-class product range. People are
increasingly more informed aboul the adverse effects of prolonged toxic chemical use. As # result they are furning lowards pon-loxic
and organic products which provide safer and more sustainable outcomes. Citrofresh” products have been specifically designed to
overcorne the shorl-cornings of many chemical agenis and 1l is our duty fo deliver lhe best possible non-toxic, environmentally
friendly oulcomes.

Since listing in August 2004, the vision and goals of the Corapany have strengihened. It is progressing towards a global distribution
network and attaining further approvals in other markets. Ciimfreshq'& is posilioning itself as a brand leader. The strategy is 10 confinue
to raise global awareness of the benefils of the Citrofresh” product range and, where appropriate, partner with international
distributors. The leam at Ciiroftesh Tooks forward 1o a successful year ahead.

Ravi Narain

Managing Director & Chief Executive Officer
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DIRECTORS REPORT

The directors present their report together with (he financial report of Cilrofresh International Limited (“the Company™} {“CTE”) for
the year ended 30 June 2005 and the auditor’s report thereon.

PRINCIPAL ACTIVITY

The principal activity of the Company during the year was the sale, markeiing and distribution of the Citrofresh range of products
which have widespread use in the fight to conirol bacieria, viruses and fungl. The Company acquired the worldwide sales, markeling
and distribution rights lo this organic aniil-bacterial product range in August 2004, 1n the previous financial yvear the Company had no
operating business. Due to the changes described above lhe prior financial year inforrmation is not comparative.

CORPORATE STRUCTURE

The Company is limited by shares, incorporgled and domiciled in Australia.

DIVIDENDS

No dividends were paid during the year and the directors do not recormend the paymeni of & dividend.

OPERATING RESULT

The loss of the Company after providing for income iax amounted to $1,645,578 {2004: $541,383 loss).

REVIEW OF OPERATIONS

The Company generaled revenue of $296,964 compared 10 347,298 inn 2003/04, and reflects the change i the Company’s activities o
sales, marketing and disiribution. Revenue in the 2003/04 year comprised mainly of interest income.

The Company’s abilily to achieve profiiability in 2004/05 was hampered in the 1* half of the year by legacy issues associated wilh the
change of the Company’s activities.

Int the 2! half of 2004/05 the Company incurred lost profit margin as a result of the deferment of initial sales orders while regulatory
approvals were sought or pending. The Company has excluded the iniiial sale of $830,334 to its Chilean disiributor from the FY0S
results. The sale remaing outslanding while the Company awails regulatory approval in that country.

Expenses of 1,752,144 for the 2004/05 year included a number of one-off costs and other items associated with the establishment of
the new business aclivilies, recruitment of stafl, re-location of the corporate operaiions inlersizie and corporate cosls with re-
instatement of the Company’s shares on the ASX. Total expenses also include a provision of $101,848 for future rentals in relation o
unused office space in Melbourne and a provision of $35,000 for non-budgeted expenses which relate back to 2000/61.

While the revenues and profits have nol yel materialised as quickly as the Company would like, manggement has made important
progress lowards commercialising its world class, organic, non-toxic and safe Cltrofresh product range.

OVERVIEW

During 2004/05, the Company moved lowards strenglhening ils position in the global markets for organic allernatives o chernically
based products.

BUSINESS STRATECY AND PROSPECTS

The Company has a unique position i the global infection control, sanilizing and cleaning markets. The Ciirofresh™ micro-biocide
technology has applicaiions in & number of markeis including: 1) Food & Agriculture 2) Cleaning, Sanitizing & Disinfection 3}
Huwmian health & Personal hygiene 4) Animal Health,

There is a growing global acknowledgment of the long lerm health side-effects associated with using chemically based products in the

farming, agriculture, food processing and personal hygiene sectors. Citrofresh”™ provides a safe, non-loxic, aliernative and we are
cormmunicating its benefis 1o the market and making significant progress lowards building our globat distribution network.
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DIRECTORS REPORT

The Organics Market and Citrofresh

There 1s a growing global acknowledgment of the long term health side-effects associaled with using chemically based products. As 2
result the organics movement has gathered considerable pace in recent years. As knowledge builds organic replacements lo chemicals
found in preservatives, disinfectants, sanilisers, antiseplics, fertilizers and pesticides, are becoming more visibie in the markelplace.
Consuners are demanding it. The Company believes it is well positioned lo capitalise on this trend.

During the year CTF achieved a number of major milesiones and strengthened its position in the global markel for organic
allernatives to chemically based products.

Citrefresh® Predacts

Citrofresh” is a unique, certified organic, broad-spectrum micro-biocide used in a range of dilutions and applications as a disinfectant
and sanitizer. It is the ‘base product” from which many Citrofresh” products are derived such as Citrofresh®™, Cropiife, Derm-E-San,
San-E-Foam and Citrofresh™ Feed Additive. The disinfectant product is unique in that Citrofresh” has no harmfid side effects. I is
biodegradable, non-carcinogenic, nonallergenic and non-toxic. Even in ils concentrated form, it 18 not harmiul to the skin. Solutions
may be disposed of by pouring down he dramn withoul harm 1o the environmeni. Due fo its synergisiic aclivily created from a
Bioflavonoid complex and naiurally occurring organic acids, the compound has the ability io have a significant impacl in the food,
pharmaceutical and related biotechnology industries, by acling as an effective anti-viral/anti-bacterial disinfectant and anti-fungal
agent.

CTF operales in the following four markets:

Food & Agriculiure

Cleaning, Sanitizing and Disinfectant
Hugman Healllh & Personal Hygiene
Animal Healll

* % & #

Fooed & Agriculture

In the food {food processing, shelf:life extension & bacterial control) and agriculture {crop-health) markets Citrofresh” is expanding
iis refationships with local and international disiributors. The Company has completed numerous successful field trials which it
believes will provide the basis for significant growth. In Ausiralia, Citrofresh” is used 1o extend the shelf life of seafood, meat and
chicken, particularly for export. In the Australian agricultural markel, the Company has completed agreements for distribution subiect
lo receiving APVMA approval. Interationally the Company has progressed significantly with its Souih Afiican disiributor. On ihe
18" Sepiember 2005 the Company announced & major expansion in the South African market with the signing of a three year $4.5m
distribulion expansion agreement with its South African disiributor, Citrofresh Souih Africa Piy Lid, {(Citrofresh SA}Y. Under the lenns
of the agreement, Citrofresh SA will act as Master Disiributor for all Citrofresh products for the South African and African regions for
an imtial period of three years. The conditions of the agreement require Cifrofresh SA to purchase minhnum sales quantities of
Ciirofresh” products equal 10 $1.0m in the first year, increasing 1o $1.5m in the second year, and $2.0m in the third year.

The signing of the agreement follows the success of a comprehensive trial program compleled by Citrofresh SA with us local
cusiomers, particularly in the animal health {livesiock) and crop-health (agriculiuraly markets. The Citrofresh™ “total plant health
management systern” s a cutting edge nuirient technology designed to mnprove plani health and increase vield and profi 1o the
grower. The benefits are a reduction in ke number of feriilisers and insecticides required and higher grade quality produce for the
grower. Local customers have observed improved healih and yields, greater productivily and lower cosls when using the Citrofresh®
product range. Sales from South Africa accounted for roughly 40% of CTF’s lotal sales in 2004/05 and they are expected to grow
strongly in 2005/06 ag per the new agreetment.
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DIRECTORS REPORT

Cleaning, Sanitizing and Disinfectant

Foed Industry

The Company has irialed Citrofresh™ and San-E-Foam with a number of leading Ausiralian food companies. The products are being
used as industrial sdmm(,rs and detergents. They replace chlorine, caustic soda and other chemically based products. The natural
advaniage of Citrofresh™ is its safe, non-toxic characteristics. Prolective clothing or equipment is not required with Ciirofresh™ unlike
chemically derived products and lhm: is no withholding period post applicaiion. There is also a miuch fasler cleaning/sanitising turn-

around time for customers. Citrofresh” is becoming recognised as & leading organic allernative in the field.
Hospitals/healthcare

In May 2005 CTF announced a significant milestone wilh the Therapeutic Goods Adminisiraiion (TGA) approving Citrofresh” as a
Hospial Grade Disinfeciant. The Company believes the approval is ﬂ;igniﬁcam because 1l s the first time a certified 01"5‘111%0 product
has received this level of accreditation. Aus!;mhdn hospitals are reporting an inereasing number of acquired infections or “super-bugs”
such as MRSA and VRE. Citroftesh”™ " products proactively control and reduce the incidences of such common pathogens. The
Company has developed a comprehensive hand and surface hygiene program for hospitals to address the problem.

Human Health & Personal Hygiene

In July 2005 CTF announced Lhat H was preparing to market a range of personal hygiene products, including baby care products,
mouthwash, gcne lreatment, cold sore cream, tnea ointment (alhlete’s fool), wound cleanser and wel lowel wipes. The products are
organically produced and offer advanlages to chemucally derived products. The Company is still preparing its marketing and
packaging for the product range. The Company is looking towards a major expansion of the division.

Consistent with the use of Citrofresh™ as a sanitiser and particularly in lght of the recent independent virucidal lesting which
suggesis Citrofresh” exhibits significant virucidal activity against HIV {in-vitro), the Company announced on the 27th Seplember
2005 that it will develop a product that will target Men’s Health {as a post coilal application}. World health authorities have expressed
a priority to develop a microbicidal product that would provide protection againsi HIV. CTF is currently exploring opporiunities in
the HIV and STD market due to the withdrawal of Nonoxly-9 from the markel amid concerns that it increases susceptibility to HIV
and STD’s. CTF intends to lake full advaniage of tlus market opporiunity and will seek 1o regisier the Men’s Health product before
launching Lo the markel.

To secure a quick and effective path 1o market, Citrofresh”™ is underiaking discussions with several markei leaders for the distribution
of the Men’s Health product range. Collaboration ig also being sought by CTF io undertake further trials for applications in the
Women’s Health market segrment i.¢. a vaginal biocide and personal feminine wash.

Animal Health

Emergence Disease Conirol & Bio-Securily

In August 2005 CTF received confirmation of the efficacy of Citrofresh against Avian Influenza (in vitro). A report compleled by The
Onderstepoort Velerinary Instiule {OVI) of South Africa, showed Citrofresh” 1o be effective against the virulenl HSNZ strain of
Avian Influenza Virus. The OVI was chosen for the tests because it 1s & ]cading, Virology laboratory and one of few wilh access 1o the
HSN2 sirain. This result is impressive in thai it s the first known organic and chemical free produet in the world to achieve such 2
result. CTF has commenced benchmarking the produ(,t against current chemical market feaders. [t 1s giving consideration 1o which
partners may be the best avenue to global distribution in this market.

Sammary

Directors’ acknowledge that despile a tough year since listing in August 2004 and acquiring the “Citroftesh distribution and

markeling rights the viston and goals of the Company are being achieved. The Company is making progress towards buildmg a global
. #

distribution nelwork and attaining approvals in key markets. The organics movement is gathering pace and thmiresl} 1§ posilioning

iiself as a brand leader. The siralegy 18 10 confinue 1o raise global awareness of the benefits of the Citrofresh”™ " product range and
where appropriale pariner with iniernational distributors for placement nto world-markets. The company expecls 1o make further
progress willy the rolling out of ils infernational distribution network and collaboration partnerships in the year ahead.
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DIRECTORS REPORT

FINANCIAL POSITION

The acquisition of Citrofresh® marketing rights was completed on 2 August 2004 and the Company is now focussed on this aciivity.
Prior 1o making the acquisition, the Company was focused during 2003/04 and 2002/03 on assessing various new business
opportunities. Given the changes described above the prior period financial information is nol comparable.

CASH FLOW AND CAPITAL RAISNG

Net cash ouiflows from operations was 52,058,209 (2004:8 584,421) and s inclusive of $975,000 paid fo the manufacturer of
Citrofresh for product 1o cover pending sales in the ordinary course of business. Payvments lo other suppliers and employees were
$1,468,537 (2004: 8576,291).

Funds from fmancing aclivities include $2,108,447 raised from the 1ssue of 10,542,234 fully paid ordinary shares at 20 cenis each and
3,271,117 firee attaching opiions (on the basis of one option for every two shares subscribed) pursuant 1o the prospectus ssued in May
2004. During the year, & lotal of 101,071 shares raising $25,268 were {ssued as a result of the exercise of 101,671 May 2008 options
at 25 cents per share.

Significant Changes In The State Of Affairs

During the financial year 2004/03 the following significant changes in the stale of affairs of the Company occurred:

{a)  On 26 July 2004, a change of Corpany name 0 Cltrofresh International Lid (Formerly Plexus [niernational Limited) became
effective.

{b) On 30 July 2084, the Company’s share capital was consolidated on the basis of two new shares for every five shares previously
held. Consequently, options on issue at that date were also consolidated on a two for five basis, with the exercise price increasing
from 10 cents to 25 cents.

{¢y On 2 August 2004, the Company successfully corpleted a capital raising of $§2,108,447 by issuing 10,542,234 fully paid
ordinary shares at 20 cents each and 5,271,117 free attaching oplions {on he basis of one oplion for every two shares
subscribed}.

(d) On 2 August 2004, the Company issued 7,500,000 options exercisable at 25 cenis on or before 15 May 2008 to nominees of
Sage Capiial Group for their assislance with the successful capital raising.

{ey  in August 2004, the Cormnpany successfully scquired the exclusive worldwide marketing and distribution rights to the Citrofresh
range of products and the Company’s shares were reinslaled for trading on the Australian Stock Exchange.

(fy The consideration paid for the “Ciirofresh” rights was satisfied by way of the alloiment and issue of 2,500,000 fully paid
ordinary shares at 20 cents each. A further 2,000,000 fully paid ordinary shares a1 23 cents each and 1,000,000 options at 5.5
cents each, exercisable af 25 cents on or before 15 May 2008, were allolled as consideration (0 acquire the Citrofresh marketing
and distribution rights in Chile and Japan.

£y On 2 August 2004, Mr Cordes was appointed Managing Director as agreed under the terms of the Heads of Agreement dated
February 2004 for the purchase of the Citrofresh marketing and distribution rights. Mr Cordes retired as Managing Direclor on 9
Sepiember 2004,

Upon completion of the maiiers referred to above, the Company commenced its new activity of markeiing and disiribution of
Citrofresh products in August 2004,
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DIRECTORS REPORT

() On 27 September 2004, Mr Narain was appointed to the Board as Managing Direcior and Chief Executive Officer. Mr Narain
conceived and developed the Citrofresh range of products.

{1} In Oclober 2004, an agreement was concluded for the distribuiion of Citrofresh products in South America.

{1} In November and Decemnber 2004, a total of 101,071 shares were issued as a result of the exercise of 101,071 May 2008 options
al 25 cenls per share.

(k) in May 2005, “Citrofresh” was approved by the Therapeutic Goods Administration (TGA) for Citrofresh as a Hospital Grade
Disinfectant and paves the way for the Company’s entry into new markets in the hospilals and personal hygiene sectors.

{1y  On 27 June 2005, the Company granted 500,000 unlisted options exercisable ai 30 cenls any tme afler 27 December 2005 or
before 27 June 2008 under the Citrofresh International Limited Employee Opiion Plan.

SIGNIFICANT POST BALANCE DATE EVENTS

No matters or circumstances have arisen since the end of the financial year, which significantly affected or rmay significantly affect
the operations of the Company, the resulls of operations, or the state of affairs of the Company in future financial years except for the
following iterns;

1. On 8 August 2005, the Company issued 500,000 fully paid ordinary shares as a result of the exercise of 500,000 May 2008
oplions at a price of 25 cents each to rase a lotal of $125,000 for the Company.

2. On 30 September 2003, the Company issued 512,500 fully paid ordinary shares as a result of the exercise of 512,500 May
2008 oplions at a price of 25 cenls each fo raise & total of $128,125 for ihe Company.

3. On 12 Seplember 20035, the Company signed a three vear $4.5 million distribuiion expansion agreement with Hs South
African distributor, Citrofresh South Afiica Pty Lud.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS OF OPERATIONS

The Company will continue to develop the C itrofresh” business by establishing further distribulors to supporl the marketing and sales
of Citrofresh” products worldwide. No further information is included on the likely developments of the operations or the business
strategies of the Company and the expected results of those operations, as 1t 1s the opinion of the Direciors the disclosure of this
mformation would prejudice the future mterests of the Company.

ENVIRONMENTAL REGULATIONS

The Company is not subject Lo any significant environmenlal regulations.
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DIRECTORS REPORT

The names of directors in office ai any fime during or since the end of the financial year are:

Mr. Ron Gajewski
Mr. Ravi Narain

Mr. Andrew Michael
Mr. Mathew Walker
Mpr. Darrold Cordes

Mr. Anthony Brennan

{Appointed 27/09/2004)
(Appointed 27/09/2004)

(Appointed 2/08/2004, Retired 9/09/2604)
{Retired 31/07/2004)

Directors have been in office since the start of the financial year (o the date of this reporl unless otherwise slated.

DRECTORS® QUALIFICATIONS, EXPERIENCE, AND RESPONSIBILITIES

Mr. Ron Gajewski
Qualifications
Experience

Mr Ravi Narain
(ualifications
Experience

Mr. Andrew Michael
(ualifications
Experience

Mr. Maihew Walker
(Qualifications
Experience

Me. Darrold Cordes
Experience

Chairman (Non-executive) Age 45

B.Bus, CPA

Mr. Gajewski joined the board m 2003, He was managing direcior in 2004 and an

executive director until December 2004, He is an accouniant by profession, with many

years experience as a director of public listed companies and as a corporate advisor fo public
companies. Since March 2004 he has been a director of the ASX listed Contacl Resources Lid

Managing Direclor /CEO Age 40

Food lechnologist

Mr Narain joined the board in Septerniber 2004 as Managing Direclor and Chief
Executive Officer. He is qualified i all aspects of thermal food processing.

He conceived and developed Citrofresh, which is an organic and non-loxic antibaclerial
product with universal applications. Mr Ravi Narain is a shareholder of GDM
Technologies Py Ltd, which owns the Manufacturing and 1P rights of Citrofiesh.

Executive Direcior Age 45

B.Bus, FNTAA, ASCPA

Mr. Andrew Michael joined (he board in Septernber 2004, He is a Certified Practising
Accountanl and business consultant, wilh over 20 years experience in the accounting profession
and in the provision of business advisory services. He is a Fellow of the NTAA. He is a long term
Business Associale and partner of Mr Ravi Narain and is a Direclor of GDM Technologies Pty
Ltd, which owns the Manufacturing and 1P rights of Citrofresh.

Non- Execulive Direclor Age 35

B.Bus

Mr. Walker joined the board in 2003 and has extensive experience in the provision of

financial advice to individuals and corporations. He is currently execulive director of boutigue
investmenl banking firm Delta Capilal Pty Lid and since May 2005, an execulive director of the
publicly lisied Louistana Petroleum Lirnited.

Former Managing Direcior Age 62

Mr. Cordes joined the board in August 2004 as Managing Direclor of Citrofresh

Iniernational limited. He holds a Bachelor of Technology, Elecironic engineering - University of
Adelaide (1970) and a Graduate Diploma Mathematics - University of South Australia (1972). Mr
Cordes 1s an experienced execulive with experience in & diverse range of indusiries including those
m the food and beverage sector. He resigned in September 2004,
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Mr. Anthony Brennan - Former Direclor (Non-executive) Age 48
Qualifications - . ACA
Experience e Mr. Brennan joined the board in 2003, He is a Chartered Accountant by profession

with a career of more than 25 years. He was previously a pariner i & natlonal accounting firm in
Aastralia and has exiensive experience in financial management. He resigned in July 2004,

Company Secretaries

Mr. Jeffrey Hanlon - Chief Fmancial Officer and Company Seerelary Age 42
Qualifications - - B.Ec, ACA, FICD, FSIA, FICS, Grad. Dip Fin, Grad. Dip CSP
Experience Mr. Haalon is a gualified Chartered Accountant and Charlered Secretary and has more

than 20 years experience, including previous positions as the CFO/Secretary of various ASX listed
entities in the energy, technology, environmental and biotechnology sector. He commenced lis
career with KMG Hungerfords, in the gudil division. He 15 a fellow of the Ilnstifute of Securities
Finance and Banking and & regular lecturer for their graduate diploma and master courses.

Mr. Susmit Shah - Company Secrelary, Age 49
Qualifications - - BSc. Econ, ALCA
Experience e Mr. Shah 1s a qualified Chartered Accountant with over 20 year’s experience. Over the

last 12 years, Mr Shal has been involved will & diverse range of Ausiralian public lisied
companies m company secrelarial and financial roles. He resigned as company secrelary on 4
August 2005.

MEETINGS OF DIRECTORS

The nurnber of meelings of Directors {including meetings of Commilices of Direciors) held during the year and the number of

meelings aliended by each Director was as follows:

During the financial year, six meetings of Direclors were held and six decisions were laken by circulatory resolutions.

Board Meetings Audit Cemmitiee Meetings
A B A B

Mr R. Galewski ) 6 - ;

Mr. R. Narain 5 3 - ;

Mr. A. Michael 4 3 - ;

Mr. M. Walker ) 6 - -

Mr. A Brennan ] ] - -

Mr. D. Cordes ] 1 - -

A= number of meetings attended

B=is the number of meelings held during the time the director held office during the period.
No Director has any specific area of responsibility other than the Chief Executive Officer.
AUDFF COMMITTEE
As at the date of this report, the Company has formed an Audit Committee which is to be activated in the vear 2005/06.

The direciors discussed the Company’s activities with the anditors throughout the vear. Due to the size and early stage of the
Company’s business operations, previously it has not been considered necessary Lo form an audil commiitee of the Board of directors.
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REMUNERATION REPORT
Remuneration policy

The Board of Direclors is responsible for determining and reviewing compensation arrangements for the Direclors, the Managing
Director and senior executives. The Board assesses the appropriateness of the naiure and amount of emoluments of such officers on 2
periodic basis by reference to relevanl employment markel conditions with the overall objeciive of ensuring maximum stakeholder
benefit from the relention of a high qualily board and senior executives.

Principles used to determine the nature and amount of remuneration

Executive reruneraiion and other terms of employment are reviewed by the Board on an ongoing basis having regard to comparative
mformation and independent expert advice. Remuneration packages are sel at fevels that are intended 1o attraet and retain executives
capable of managing the Company’s opersiions. Rermuneraiions and other terms of employmenl for certain specified direciors and
exccuilves are formalised in service agreements. Each agreernent may provide for the provision of olher benefiis including car
allowances. Major provisions of the agreements relation to the remuneration are sel oul below:

Current remuneration packages for Executive Directors and Senior Executives include superannusiion, refirement and fermination
eniitlernents. There is currently no performance relaied rernunergtion for Directors. Executives and employees, other than direeiors are
eligibilily to participate in the Ciirofresh Inlernational Limited Employee Oplion Plan. Delails regarding ihe issue of opiions under
this plan are provided in noie 17 of the accounts. Remuneration and other terms of employmient for the Executive Direclors and
Senior Executives of Cirofiesh Inlernational Limiled are formalised in service agreements. Currently the terms of engagement of
Directors and senior execulives conlinue on a month by month basis subject 1o satisfaciory annual reviews. (Refer note 23)

Details of remuneration and service dgreements

Mr. R Narain, Managing Director and Chief Executive Officer
¢ Term of agreement - No fixed lerm of agreement or amount payveble on lermination.
There are no incentive lerms within the agreement.
*  Base consulting fee - $150,000 per annum inclusive

Mr. A Michael, Executive Director
¢ Term of agreement - No fixed lerm of agreement or amount payvable on lermiation.
There are no incentive lerms within the agreement.
*  Base consulting fee - 120,000 per annum inclusive

Mr. 1. Hanlon, Chief Financial Offtcer and Secretary
¢ Term of agreement - No fixed term of agreement and eniitled lo the equivalent of paymentl of one monihs salary on
lermination. Incentive included entitlement to participate in the EQP
*  Base salary - 120,800 per annum plus statutory superannuation

Mr. R. Gajewski, Non Executive Direclor/Chairman
¢ Term of agreement - No fixed lerm of agreement o payoul on lermination.
There are no incentive lerms within the agreement.
*  Bage directors fee - $40,000 per annum mclusive.

Mr. M. Walker, Non- Execuilve Direcior
«  Term of agreement - No fixed lerm of agreement o payoul on lermination.
There are no incentive lerms within the agreement.
«  Bage directors fee - $30,000 per annum mclusive.
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Deiails of the nature and amount of each elernent of the emoluments of each specified Direcior of the Company and of the specified
execulive officers of the Company for the financial year are as follows:

Emoluments of Directors of the Company:

Name Saf;l:;q;r?;es Directors® Fees | Equity Options Total
3 3 3 3

Executives

Mr. R. Naram 112,500 - - 112,500
Mr. A Michael 90,600 - - 90,600
Mr. D). Cordes 42,824 - - 42,824
Non-execulives
Mr. R. Gajewski - 91,456 - 91,456
Mr. M. Walker - 30,000 - 30,000
Mr. A, Brennan “ 4,368 - 4,360

Tatal 245,324 125,816 - 371,146

Mr. Narain and Mr. Michael were each appointed direciors on 27 Sepilember 2004, Mr Cordes was appointed on 2 August 2004 and
resigned on 9 Seplember 2004, Mr Brennan resigned on 31 July 2004,

Mr. Gajewski was executive chairman until 30 Novernber 2004 and non-executive chairman thereafier.

During the financial yvear, no percentage of the remuneration paid to the specified direclors was performance based and no options
were issued (0 any of the direciors as parl of their rernuneraiion.

The emolaments of executive officers of the Company net noted above are as follows:

Equity Total
Name Base Salary [}’!e!ar Superannuation Options
i ¥Yehicle ]
i}
3 3 5 5 3
Mr. 1. Hanlon * 92,820 9,452 9,204 315 111,791

Nofe (i} These options are valued using the Black-Scholes Options Pricing Model. These 300,000 options were granted under the Citrofresh
Internationa! Limited Emplovee Option Plan as described in note 17 of the accounts (Contributed Eguity), The options were granted on 27 June
2003 as part of the specified executive’s contract of employment. The value of emolument recorded represents the apportionment of the unreclised
aption value from the date of Issue 1o the dofe available for exercise, 27 December 2005, The value of the optiors represents less than 1% of the
remuneration of the specified executive. The value of the options at the gront date was assessed on the basis described ahove 10 be $38,290. No
portion of the options vested during the year. The options were Issued 1o assist afign executive remuneration with the goals of the Company and 1o
ensure retention of kigh guality executives.

Further information on Direciors” and officers revnuneration and benefils are set out in note 23 {Remuneration and Relirernent
benefiis) and note 17 (Coniribuled Equity) of the accounts.
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INFORMATION ON OTHER DIRECTORS BENEFITS
[nformation on other direciors” benefits is set out in noie 23 Related Party Transactions.
DIRECTORS® INTEREST IN CONTRACTS WITH THE COMPANY

There are no malerial contracls involving directlors” mterests al the end of the fmancial year nor have any been entered into since the
end of the previous financial year not otherwise disclosed in Uus report or as follows;

13 Mr Ravi Nargin and Mr Andrew Michael boily have an interest in Citrofresh Ply Lid and GDM Technologies Ply Lid and
have an inlerest in a Heads of Agreement ("HOA) between Cilrofresh International Ltd, Food and Beverage Brands Pty Lid
{“FBB}, GDM Technologtes Pty Ltd and Mr Ravi Narain dated 13 February 2004,

Under the lerms of the HOA, FBB is entitied 1o be issued ordinary shares in the Company in the future upon the
achieverment by the Company of specified Earnings before Interest and Tax ("EBIT) targets i the financial years 2004/03
to 2007/2008 as follows:

Number of Shares 12 Month Period ending 30 June EBIT($ million)
12.3 million 2003 1.5
12.3 million 2006 3.0
10.0 million 2007 8.0
10.0 million 2008 10.0

FBB has assigned Hs rightls up 1o 34,170,000 ordinary shares under this arrangement 1o Mr Narain {or his Nominee} Le. if
Specified EBIT targels are achieved by the Company in the financial years 2004/03 fo 2007/2008, up to 34,170,000 shares will
be issued 1o Mr Narain {or his norninee).
Under the terms of the HOA, Citrofresh Pty L&d 15 also entitled to be ssued up 0 4,500,000 ordinary shares in the Company in
the future upon the achievement by the Company of specified Earnings before interest and Tax {(“EBIT”) targels in the
financial years 2004/2005 o 2007/2008,

2y  Mr Ravi Naram and Mr Andrew Michael both have an interest in GDM Technologies Pty Lid which is the sole supplier of
the Citrofresh range of products lo which the Company has the exclusive worldwide Marketing and Disiribution Righis.

DIRECTORS® INTERESTS

As gt the date of this report the inlerests of the directors held either directly or through entities they control, in the securities of the
Company are as follows:

Ordinary )
Options
Shares
Mr. R. N. Gajewskd 1,348,000 2,400,000
Mr. R. A. Narain 2,800,000 500,000
Mr. A. J. Michael 2,887,560 500,000
Mr. M.D. Walker - 1,600,000

Mr Narain and Mr Michael’s relevant interests {parily in the case of Mr Michael) arise through their directorships and shareholdings
in Citrofresh Pty Lid, which is the registered holder of 2,800,000 shares.

During the current financial year, no options were granted to Direciors of the Company as part of their remuneration.

The Cornpany does not have any execulive officers other than the Direciors and officers noted above.
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DIRECTORS REPORT

SHARE OPTIONS

Options oulstanding at the date of this repori are:

Share Option Plan Ngz;:gﬁ:‘lsof Term Exercise Price
Employees 500,000 Exercisable prior 1o 27 June 2008 30.30
Total 560,000

Otker Options

Various 34,012,085 Exercisable prior io 15 May 2008 30.25
Others Total 34,512,085

Total 34,512,085

Since the end of the financial year no options have been issued. Ontion holders do noi have any right, by virtue of the option, 1o voie,
Lo participate in dividends or 0 the proceeds on winding up of the Comipany. Further information on options is sel oul in note 17 of
the accounts.

SHARES ISSUED AS A RESULT OF THE EXERCISE OF OPTIONS

101,071 shares raising $23,268 were issued during the year ended 30 June 2005 and 1,012,500 shares raising $253,125 have been
issued since the end of the financial year as a result of the exercise of options.

No person eniitied fo exercise the options had or has any riglht by virtue of the options to participate in any share issue of any other
body corporaie.

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFICERS

During the period under review the Company has given an imdemmity or entered an agreement lo indemnnify, or paid or agreed lo pay
insurance preriums as follows:

The Company has paid premiwms to insure all the Directors and Officers against liabilities for costs and expenses incwrred by them in
defending any claims arising out of their conduel while aciing in the capacily of Director of the Company fo the extent permitted by
the Corporations Act 2001, The contract of insurance prolubits disclosure of the nature of the liability and the amount of the premium.

DIRECTORS AND OFFICERS INDEMNITY

The Company has entered inio an Indemnity Deed with each of the Directors which will indemnify them againsi labilty incurred 1o a
third parly (not being the Company or any related company) where the hability does not arise out of the conduct including a breach of
good faith. The Indermnity Deed will coniinue 1o apply for & period of 10 years afler a Director ceases to hold office and & Direciors’
Access and Insurance Deed with each of the Directors pursuant to which a Director can request access to coples of documents
provided to the Direclor whilst serving the Company for a period of 10 years afler the Direcior Ceases to hold office. There will be
cerlain restrictions on the Direclors’ entitlement o access under the deed.
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DIRECTORS REPORT

PROCEEDINGS ON BEHALF OF THE COMPANY

No person has applied to the Cowt under section 237 of the Corporations Act 2001 for leave to bring proceedings on behalf of
the Company or intervene i any proceedings to which the Company is a party for the purpose of taking responsibility on behalf

of the Company for all or any part of those proceedings.

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

NON AUDIT SERVICE

The Auditor did nol provide any other services during the year other the audit of the accounts
AUDITORS INDEPENDENCE DECLARATION

The Auditor’s independence Declaration required under section 307C of the Corporalions Acl 2001 is al the end of this
reportl.

CORFPORATE GOVERNANCE
In recognise the need for highest standards of corporgle behaviour and accountability, the directors of the Company support

and have adhered lo the principles of corporate governance. The Companies corporate governance slalement 18 sel out
elsewhere in this Financial Report.

Signed i accordance with a resolution of the Board of Directors.

f ;Tfﬂ .
é’/l;‘??i«f"“ S W

s

R. Narain
Managing Director - CEO

Dated Uus day of 30th Septernber 2003
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A Member Firm of PKF International

Chartered Accountants
& Business Advisers

. . T
Auditors’ Independence Declaration Level 11, SOL tower

Melbourne 3000
GPO Box 508988
Melbourne 3001

Tel:  (03) 9803 1700
Fax: (03) 9602 3870

www.pkf.com.au

Directors of Citrofresh International Limifed

Dear Sirs

As lead auditor for the audit of Citrofresh International Limited for the year ended 30
June 2005, | declare that to the best of my knowledge and belief, there have been:

a) no contraventions of the auditor independence requirements of the Corporations
Act 2001 in relation to the audit; and

b) no contraventions of any applicable code of professional conduct in relation 1o the
audit.

This declaration is in respect of the above-mentioned company.

Yours faithfully

PIKF

W,

R A Dean
Partner
Melbaurne

30 September 2005

A Victorian Parinership
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FINANCIAL REPORT

CITROFRESH INTERNATIONAL LIMITED
STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2045

Notes 2005 2004
$ 3

Revenue from ordinary activities 2 249,584 -
Cost of Sales and other charges {195,156} -
Gross Profit 54,434 -
Other revenue from ordinary activities 2 47,386 47,298
Less expenses
Consulting costs {113,183) -
Corporaie cosis {114,637) (36,081)
Borrowing cosls - {4,032y
Depreciation and amortisation {77,891) -
Direciors fees and remmuneration {371,140) {276,4606)
Employee cosls excluding directors fees and
rernuneration {295,376) -
Professional services including accounting & corporale {49,858) {171,648
Insurance and legal cosls 32,138} (20,685)
Occupaney and other cosls {35,612} {1,229}
Provision for surplus lease rentals 16 {101,848) -
Provision for prior period expenses in 2000/01 {35,606) -
Sales and marketing {155,864} -
Siaif recruiiment {75,972 -
Telecormmunication & IT costs {69.571) {1,906)
Travel and accormmodation {192,626) (18,5364)
Wrile down of other financial assets - (72417
Other expenses from ordinary activilies {32,328) 14,347
Expenses {1,752,144) {588,681
Loss from ordinary activities before income tax
expense {1,650,330} {541,383}
Income tax refund 4 4,752 -
Loss from ordinary activities after income tax
expense {1,645,578) {541,383}
Net loss attributable to members of Citrofresh
International Limited 18 {1,645,578) {541,383}
Share lssue costs {139,186} {160,030}
Tetal changes in equity other than those resulting 18 (b} {1,784,764) {701,413}
from iransactions with owners as owners
Basic earnings per share {cents per share) 6 {4.7) (2.88)
Diluted earnings per share {cents per share) 6 4.7y {2.88)

The accompanying notes form an integral part of this Staternent of Financial Performance
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FINANCIAL REPORT

CITROFRESH INTERNATIONAL LIMITED
STATEMENT OF FINANCIAL POSITION FOR THE YEAR ENDED 30 JUNE 2005

Noles 2005 2004
$ 3

Current assels

Cash assels § 91,556 167,642

Receivables 9 105,129 365,555

Inveniory 10 716,567 -

Other 11 6,699 -
Total current asseis 919,951 733,197
Nog-current assets

Office Plant and Equipmient 12 38,623 -

Intangibles - Citrofresh Marketing and 13 1,445,566 -

Distribution Rights
Total non-current assets 1,484,189 “
Total assets 2,404,140 733,197
Cuarrent liabilities

Payables 14 312,360 153,253

Other Provisions 15 72,7113 -
Total curreni Habilities 385,013 153,253
Non- Curreant liabilities

Other Provisions 16 75,232 -
Total Non-curreni Habilities 75,232 -
Teotal liabilities 460,245 153,253
Nei assets 1,943,865 579,944
Equity

Contributed equity 17 3,841,544 13,463,294

Aceumulated losses 18 (a) {1.897,649) {12,883 350)
Fotal equity 1,943,895 579,944

The accompanying notes form an integral part of this Siatement of Financial Position
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FINANCIAL REPORT

CITROFRESH INTERNATIONAL LIMITED

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 36 JUNE 2005

Cash flows frem operating activities
Receipts from cusiomers & GST refunds
Paymenis lo suppliers and employees
Income tax overpayment received

Interest received

Interest expense

Refund Auslndusiry grant monies

Net cash outflow from eperating activities

Cash flows from investing activities
Payment for purchase of equitly Investment
Payment for purchase of plant and equipment
Proceeds from disposal of plant and equipment
Reduction m cash due o deconsolidation of
controlled entily

Loans 10 other entities

Other - security deposit

Net cash outflow from investing activities

Cash flows from financing activities
Proceeds from share issues

Proceeds from borrowings

Share issue costs

Net cash inflow from financing activities

Net decrease in cash held
Cash al the begmning of the financial year
Cash at the end of the financial year

2005 2004
$ iy
INFLOWS INFLOWS
(OUTFLOWS)  (OUTFLOWS)

339,686 .

(2.443,537) (576,291
4,752 2,807
40,890 24,341

- {4,032)

- (31,246)

(2,058,209) (584.421)

- (7 ,447)
(53,578) ;
6,490 .

- (224)

41,381 (500,000)
{6,699) ;

{12,406) (507.671)
2,133,715 1,131,236
- 2,000

{139,186) {172,228)
1,994,529 961,008

(76,086) {131,084)
167,642 298,726
91,556 167,642

The accompanying notes form an inlegral part of this Staternent of Cash Flows

Cirrofresh International Limited Annual Report 2005




NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2045

NOTE 1. SUMMARY OF SIGNIFECANT ACCOUNTING POLICIES

This general purpose financial report has been prepared in accordance with Aecounting Standards, other authoritative
pronouncements of the Australian Accounting Standards Board, Urgent [ssues Group Consensus Views and the Corporations
At 2001.

The financial report has been prepared on an accruals basis and 1s based on historical costs and does not tske into account,
except where stated, current valuations of non-current assels. The accouniing policies are consistent with those of the
previous year. The following s a summary of the significant accounting policies adopted by the Company in the preparation
of the financial reports.

(a)

(b}

()

Basis of aceounting
Gomg Concern

The accounts have been prepared on & going concern basis, which contemplates continuity of normal business
aclivities and the realisation of assets and settlements of labilities in the ordinary course of business. During 2004/03,
meorne frorm the sale of producis has been insufficient o service the Company’s running expenses and the Company
incurred a loss for the year. The operations of the Comipany for the year were funded out of the proceeds of share
issues.

The Comipany’s managemenl are commifled (o a number of initiatives Lo expand cuslomer numbers, source addiiional
distributors and increase the level of fuiure sales to achieve profiiability. Since balance date additional funding of
$253,128 has been received ay & resull of the exercise of options. The direciors are exploring opportunities o raise
further working capital.

in view of the circumstances oullined above, the directors are of the opinion thal the Company will have sufficient
funding and thal 1l is appropriate to prepare the accounts on a going concern basts. Accordingly no adjusirnents have
been made o the financial report relating Lo recoverability and the classification of he asset carrying amounts.

Encome tax

The Company adopts the hability method of fax-effecl accounting whereby the income ax expense shown in the
statement of financial performance is based on the operating loss before income lax adjusted for any permanent
differences.

Timing differences which arise due fo the different accounting periods in which items of revenue and expense are
mciuded in the determination of operaling loss before meome tax and laxable income are brought 1o account as either
& provision for deferred income lax or an asset described as fulure income iax benefil al the rate of ncome tax
applicable to the period in which the benefil will be received or the liabilily will become payable.

Future income iax benefits are not brought to account unless realisation of the assel is assured beyond any reasonable
doubt. Fulure income tax benefits in relation to tax losses are not brought to account unless there is virtual certainly of
the realisaiion of the benefit.

The amount of benefits broughl 10 account or which may be realised in the fuiure 1s based on the assumption that no
adverse change will occur in ncome fax legislation and the anticipation that the Company will derive sufficient future
assessable income to enable the benefit 1o be realised and comply with the conditions of deductibility imposed by the
law.

Foreign currency translation
Foreign currency fransactions are initially translaied into Australian currency at the dale of the transaction. At balance

date amounts payable and receivable in foreign currencies are translated to Australian currency at rales of exchange
current at that date. Resuliing exchange rate differences are brought (o account in delermining the resull for the year.
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NOTES TO AND FORMING PART OF THE FIN TAL STATEMENTS

FOR THE YEAR ENDED 38 JUNE 20605

NOTE 1. SUMMARY OF SIGNIFECANT ACCOUNTING POLICIES CONT..

{d)

{e)

{9

{2

Aequisition of assets

The purchase method of accounting is used for all acquisitions of assets regardless of whether equity Instrumentls or
other assets are acquired. Cost is measured as the fair value of the assets given up, shares issued or liabilities
undertaken at the daie of acquisition plus incidental costs direcily aitribuiable lo ihe acquisition. Transaciion costs
arising on the issue of equily instruments are recognised direcily in equity.

The sales, marketing and distribution rights o the Citrofresh range of products is brought lo account on the basis
described i note 1 (g).

Recoverable amonnt of nen-current assels

The recoverable amount of an assel is the nel armount expecled to be recovered through the nel cash inflows arising
from its conlinued use and subsequent disposal. In assessing the recoverable armount the net cash flows have not been
discounted fo their present values.

Where the carrying amount of a non-currenl assel exceeds its recoverable amount the asset is revalued 1o its
recoverable amount. Where net cash inflows are derived from a group of assels working logether, recoverable amount

18 determined on the basis of the relevant group of assels. To the extent that a revaluation decrement reverses a

revaluation increment previously crediled 1o, and siill standing to the credit of the assel revaluation reserve, the
decremnent is debiled directly to that reserve. Otherwise the decrement is recognised in the siatement of financial
performance.

Plant and equipment

Plant and equipment is recorded al costs less accurmulated depreciation. Depreciation is caloulated on a siraight-Ine
basis s0 as 1o write off the net cosi or re-valued amount of each item of plant and equipment over ils expecled useful
life to the Company. Estimates of expecled useful lives are made on a regular basis for all assets, with annual

reassessments for major ilems.

The depreciaiion raies used are as follow:

Class Depreciation rales
Office plant and equipment 10-33%
Motor Vehicles 20%

Intangible assets

Mearketing and Distribution Rights

The Marketing and Distribution rights to the Citrofresh range of product has been recorded at cosi. The acquired
righls are currently being amoriised on a straighi-line basis over twenty years, being the period over which the
benefits are expecled (o arise.
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NOTES TO AND FORMING PART OF THE FINANCIAL STA

FOR THE YEAR ENBED 38 JUNE 2005

NOTE 1. SUMMARY OF SIGNIFECANT ACCOUNTING POLICIES CONT..

(h)

)

®

(k)

22

Leases

Finance leases are capitalised, recordimg an assel and a liabilily egual to the present value of the minimum lease
payments, including any guaraneed residual values. Leased assels are amortised on a straight-line basis over their
useful lives where if s likely that the Company will obiain ownership of the asset or over the term of the lease. Lease
payenls are allocated between the reduction of the lease liability and the lease interest expense for the period.

Lease pavments for operating leases, where subsiantially all the risks and benefits remain with the lessor, are charged
as expenses in the period in which they are incurred.

Payments under a non-cancellable operating lease for surplus leased space are recognised as a liability and expensed
when 1t is probable that a loss will be incurred. The amount recognised is the lotal expecled outlay, net of any sub
fease revenue discounted at the interest rate implicit in the lease.

Leasehold improvements

The cost of improvements, to or on leaschold properties, is amortised over the unexpired period of (he lease or the
estimated useful life of the improvements to the Company, whichever is the shorier. Leasehold nmprovements held at
the reporling date have been fully amortised.

Emplovee entitlements

Wages and Saltaries and Anmal Leave

Liabilities in respect of wages and salaries and annual leave are recognised, and are measured as the amount unpaid at
the reporling date gl current pay rales in respect of employees” service up to that date.

Long Service Leave

A liability for long service leave is recognised, and is measured as the present value of expecied fulure payments 1o be
made in respect of services provided by employees up to the reporling date. Consideration s given o expected future
wages and salary levels, experience of employee departures and periods of service. Expected future payments are
discounled using inlerest rates on nattonal government guaranieed securifies wilh terms of maturity that match, as
closely as possible, the estimaled future cash outifows.

Superannuation

The Company contribuled fo multi-employer industry funds which provide retirement, disability and death benefits
for employees. The Comipany 1s under no legal obligation to make up any shortfall in any of these funds.

Employee Equity based benefit arrangements
Details of the Citrofresh lnternational Limited Employee Option Plan are sel oul in Note 17,
Cash

For the purposes of the statements of cash flows, cash includes cash on hand and at call deposits with banks or other
financial institutions and investments in money markel instruments maturing witlun less than fwo months.
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NOTES FO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 J

NOTE i. SUMMARY OF SEGNIFICANT ACCOUNTING POLICIES CONYF..

it

{m}

{n)

{0}

$1)]

(q)

Revenue recognition

Amounts disclosed as revenue are nel of returns, trade allowances and duiies and tax paid. Revenue frorn the sale of
goods is recognised when conirol of the goods passes to the customer.

Where regulatory approvals are pending or involved in new markets (such as foreign currency control or product
application approvals} in particular with overseas customers not previously deall with revenue is not recognised or the
goods despatched even though the goods have been ordered, packed and are capable of despateh, until the Company
has satisfactorily confirmed that the necessary approvals such as product application approvals and foreign currency
control requiremnents are in place and, if considered necessary, that the cuslomer has provided payment.

Interest revenue is recogaised on a proporiional basis taking inlo account the interest rates applicable to the financial
asgsets.

Inventory
Inventory is recorded at the fower of cost and net realisable value.
Trade and other creditors

These amounts represent Habilities for goods and services provided to the company prior to the end of the financial
year and which are unpaid. These amounts are unsecured and are usually paid within 30 days after the end of the
monil.

Borrowings

Loans are carried at iheir principal amounts which represent the present value of future cash flows assocrated with
servicing the debi. Interest is accrued over the period it becomes due and is recorded as part of other creditors.

Receivables

Trade debtors are recognised when the risks and rewards of ownership of ihe underlying sales transactions have
passed to cusiomers. This event usually oceurs on delivery of services to customers. Trade debtors are recorded at
nominal amounts. Credit terms are 30 days. The colection of trade debiors is reviewed on an ongoing basis. Debts
which are known lo be uncollectible ase written off. A provision for doubtiul debts is raised when some doubi exists
as to collection.

Earnings per share

Basic earnings per shave

Basic earnings per share 1s determined by dividing the opergling loss after income lax attribuiable to members of the
Company by the weighied average number of ordinary shares outstanding during the financial year, adjusted for
bonus elements in ordinary shares issued during the year.

Diluted earnings per share

Diluted earnings per share adjusts the figures used in the delenmination of basic earnings per share by 1zking into
gecount amounts unpaid on ordinary shares and any reduction in earnings per share that will probably arise from the
exercise of options outstanding during the financial year.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2005

NOTE1l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONT..
{ry Comparative Information
Comparative information presented in this report is for the 12 months ended 30 fune 2004, Where required by

Accounting Standards comparative figures have been adjusted to conform (o changes in preseniation for the current
financial year.

2005 2004
$ 5
NOTE2  REVENLE
Revenue from aperating activities
Sale of goods 234,637 -
Recovery of delivery and freight changes 14,947 -
249,584 -
Revenne from outside the operating activities
Inlerest 44,850 24,528
Oiher revenue - 22,7770
Proceeds from disposal of plant and equipment 6,490 -
47,380 47,298
Revenne from erdinary activities 296,964 47,298
NOTE3.  OPERATING LOSS
Expenses
Loss from ordinary activities before income tax expense includes the following
specific expenses:
Cost of goods sold and other charges 195,150 -
Depreciglion
Office plant and equipmen, molor vehicles 7,158 -
Moior vehicle 1,298 -
Borrowing costs
Interest paid or payable to other persons - 4,032
Rental expense relating lo operaling leases 24,359 -
Other charges againsi assefs
Armnoriisalion of Marketing and Distribution Rights 69,435 -
Wrile down of olher financial assels {Inscan Lid convertible loan stock) - 72,417
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEME

FOR THE YEAR ENDED 30 JUNE 2045

20605 2604
$ $

NOTE 4. INCOME TAX

The aggregate amount of income tax atiribulable to the financial vear differs from

the amount caleulated on the operating loss.

The differences are recorded as follows:

Loss from ordinary activities 1,650,330 541,383

Prima facie tax 7 {benefit) on operating loss before income fax @ 30% {495,0%9) {162,415)

Add 1zx effect of?

- Permanent differences 26,830 -

- lax losses and timing differences not brouglit to zceount 474,269 162,415

- overprovision of tax in prior yvears 4,752 -

Income Tax Credii 4,752 -
The Directors estimnate the polential tax losses available lo be approximately $514,269 {2004: 540,000}
The tax benefils will only be obtained ift
&) the Company derives future assessable income of a nature and of an amount sufficient to enable the benefit from the

deductions for the losses to be realised:
b} the Company continues 1o comply with the conditions for deductibility imposed by the relevant tax legislation,
) no changes in tax legiskation adversely affect the Company in realising the benefit from he deductions for losses.
The Company has no franking credits available.
20605 2004
$ 5

NOTES.  AUDITORS’ REMUNERATION
During the year the auditor of the Company earned the following remuneration:
Audit and review of financial reports 20,175 -
Other services - -
Toial remuneration 20,175 -
Other practices {previous former auditor)
Audit and review of financial reports - 6,433
Other services - G, 748
Toial remuneraiion - 16,181
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDBED 38 JUNE 2005

NOTE 6. EARNINGS PER SHARE

Basic (loss} / Earnings per share *
Diuted {loss) / Earnings per share

Weighted average number of shares used as the denominater *

Weighied average number of ordinary shares used as the denominaior in caleulating
basic earnings per share

Weighied average number of ordinary shares used as the denominator in caleulaiing
difuted earnings per share

The eanmber of share options not incladed in the calcuiation of diluted toss per
share

Loss used in calculating basic loss per share
Note: *The comparative lnformation presented above has been adjusted for the 2 for 5 capital
consolidation in July 2004,

Shares options granted are considered to be potential ordinary shares to the extent that the then
historic frading price of the shares is significantly greater than the exercise price of the
options.

As the Company made a loss for the years ended 30 June 2005 and 2004, poteatial ordinary
shares are not considered dilutive. Potential shares have also not been considered dilutive as
the historic trading price of the shares was less than the exercise price of the options.

NOTE 7. STATEMENTS OF CASH FLOWS
{a) Reconciliation of operating loss afier income tax to net cash used in
operating activities
Operating loss afler meome lax
Depreciation
Whrite down of infercomnpany loans
Amortisation of marketing rights
Write down of other investrment
Change i operaling assets and Habililies
(increasel decrease in frade debiors
(increasel decrease in other debiors
(increasel decrease in invenlory
increase /{decrease) in provisions
Increase /{decrease} In accounts payable
Increase Hdecrease} in accrued liabilities and other creditors
Net cash outflows from operaling activilies

{b} Non cash financing and investing activities
Share issae expenses

2005 2004
Cenis Cents
4.7y (2.88}
{4.7) (2.88)
2005 2004
Number Number
34,974,160 18,820,959
34,974,160 18,820,959
33,769,180 18,796,797
2005 2004
b S
{1,645,578) (541,383}
2005 2004
b 3
{1,645,578) {541,383)
8,456 -
- 108
69,435 -

- 72,417
{73,711} -
{12,227} {60,948)

{716,567 -
147,945 {62,000)
116,666 {14,23%)

47,378 21,627
{2,058,209) {584,421)

On 2 Avgust 2004, the Company issued 7,500,000 options exercisable at 25 cents on or before 15 May 2008 o nominees of

Sage Capital as a fee for assistance with the successful capital raising.

Acquisition of Citrofresh marketing rights

On 2 Aggust 2004, the Company ablotted and issued 2,500,000 fully paid ordinary shares at 20 cents each as consideration for the aequisition
of the worldwide Cinrofresh Marketing and Distribution rights, except for China and Japan. On 31 Aungust 2004, the Company allotted
2,600,600 fully paid ordinary shares at 23 cents cach and 1,000,800 options at 5.5 cents each, exercisable at 25 cents on or before 15 May 2008
as consideration for the acquisition of the Citrofresh Marketing and Distribution rights for Chile and Japan.
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FOR THE YEAR ENDED 30 JU!

2808 2004
$ 3
NOTE &. CURRENT ASSETS — Cash assets
Cash ai bank and on hand (see note below’} 91,556 167,642

Note: Al 30 June 2004 monies of $1,066,447 were held in frust in the Company’s subscription account in accordance
with the terms of the Company’s prospectus dated 25 May 2004, These funds were not accounied for in the previous
year.

NOTE 9. CURRENT ASSETS — Receivables

Trade debtors 73,717 -
GST receivable 34,014 22,189
Other debtors 1,358 43,366
Loan to Food & Beverage Brands Pty Lid - 500,000

165,129 565,555

Due to difficulties encountered with overseas customers in obiaining the necessary regulaiory approvals to pay for product,
an amount of $830,334 recognised as revenue ai 31 Decemnber has been reversed in the 2 6 months. This sale will be
recognised when the necessary approvals have been received. {See note I summary of significant accounting policies)

In the previous financial year, the Company funded Food & Beverage Brands Piy Lid’s (*FBB’} acquisition of lhe
disiribution and marketing righis {‘Rights’) to the Citrofresh range of products frorn GDM Technologies Pty Led. The
agreement wag that if the Company’s subsequent gequisition of those Rights from FBB could not be completed, then the
$500,000 would be refunded by FBB o the Company. I Augusi 2004, the Company completed 1is acquisition of the Righis
and the loan amount has been reclassified in the current financial year as cost of the acquisition of the Righis.

NOTE 1. CURRENT ASSETS - Inventory

Invenlory - al cosl 716,567 -
716,567 -

NOTE 11. CURRENT ASSETS - Other

Security deposiis 6,699 -
6,659 -

NOTE 12. NON-CURRENT ASSETS

Plaat and Equipment and Motfor vehicle

Plant and Equipment - at cost 29,389 -
Less seeurnulated depreciation {7,158) -
Total plani and equipment 22,231

Motor Vehicles - at cosi 17,690 -
Less seournulated depreciation {1,268) -
Total Molor Vehicle 16,392

Fotal Plant and Equipment and Motor vehicle 38,623 -
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Meovemenis during the year
Plant & Motor
Equipment Vehicles
Beginning of year -
Addiiions gl cost 35,879 17,694

Disposals al cost {6,490) -
Depreciation expense {7,158) {1,298)
End of year 22,231 16,392
2005 2004
5 5

NOTE 13. INFANGIBLE ASSETS
Citrofresh Marketing and Distribution Rights

At cost 1,515,000 -
Less accumulated amortisation (69.434) -
1,445,566 -

The value to the Company of the Markeiing and Distribution Righis is dependent upon the ability of the Company lo
generale incorne from the assel over & period of time and upon ithe exient of that income. Sales revenue 1o date has been
significantly lower than expected and if is difficull 1o evaluate the future success and timing of sales. The directors are
confident thai over lime the expected net cash flows, which are discounted 1o their present value, will ai least equal the
carried value of the righls which are recorded at cost less amortisation.

The Company has entered into a number of agreements wilh distributors for the sale of products. The expect cash flows used
inn the determination of the recoverable amount of the righls incorporates exisiing and expecied sales income generated from
such distribution agreernenis:

The Company is currently assessing distribution partners and allisnces in several other markeis and further distribution
agreements gre pending In addition, the Company markels directly 1o wholesalers and is contimual building on 1is exisling
sales bage, wihin the segments of Food & Agriculture, Cleaning, Saniiising and disinfection, Human Health/Personal
Hygiene and Animal Health

At the dale of this repori the reliability of the expecied cash flows associsied with the determination of the recoverable
amounls i$ dependent upon a number of fulure evenls including enlering further distribution agreements and oblaining
regulatory approvals for different product applications.

Whilst the direclors are confidenl of the successful oulcome of these future events, the outcomes represent inherent
uncertainties in relation lo the recoverable amount of the marketing righis. Accordingly, no adjustrnent has been made 1o ihe
carrying value as represented by the cost of the rights nel of accurnulated amortisation. The possible effect on the financial
report if the oulcomes of these uncertainties were known may be ruaterial.
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NOTE 14. CURRENT LIABILITIES — Payabies 2005 2004
8 5

Trade crediiors 118,586 95,043

Amounts owing to direciors / outstanding fees 165,372 48,543

Other crediiors 31,955 667

Accrued expenses 56,387 9,600

312,300 153,253

Included in trade accounts payable is an unhedged amount of A$19,261 which is payable in Euro, unhedged and translaled at
the spoi rate at year ended

NOTE 15. CURRENT LIABILITIES - Provisions 2005 2004
$ $

Employee entitlements 11,697 -

Provision - other (see note) 35,600 -

Provision for future rentals on unused office space {(see nole 16} 26,616 -

72,713 -

Note: The Company has received a claim for $47,112 allegedly arising from uapaid services provided in 2000/G1 when the
Cornpany was previously known as Plexus International Limited and engaged in other activittes. Il was thoughi appropriate
to migke a provision of $35,000 to take zecount of this claim unti] the matter is saiisfactorily resolved or quantified.

Employee Numbers

2605 2004

Total number of equivalent full time employees at reporting date 2 Nil
NOTE 16. NON CURRENT LIABILITIES - Previsions 20065 2004
b 5

Provision for future rentals on unused office space 75,232 -
75,232 -

On 13 December 2004, a decision was taken lo vacant the office premises in Melbourmne and the surplus office space is
currently unoceupied.

The Properly lease is a non-cancellable lease with a five vear lerm ending 31 May 2009, Contingent renial provisions within
the lease agreement require the minirmum lease paymenis shall be inoreased by 4% per anmun. An oplion exisls to renew the
lease at the end of the five year lerm for an additional 1term of years. The lease allows for sub-leiting of the area.

I gecordance with UIG 100 “Lessee Accounting for Surplus Leased Space Under Non- Cancellable Operating lease”, the
Company has recognised the lease cosls payable over the remaining term of ihe lease as an expense in the statement of

financial performance and as a hiability in the sialement of fingncial position.

The fmancial impact is an increase i the net loss for the year 2004/05 of $101,848, an increase in current labilities of
$26.,616 and an increase m non-current liabilities of §75,232.

Any fulure renlals recovered as a result of assigning or sublelling the premises will be applied in subsequent reporting
periods (0 reduce the expense and Hability recorded in the accounts.
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2065 2004 2005 2004
NOTE 17. CONTRIBUTED EQUITY No of No of $ 3
Shares Shares
Share capital
Fully paid ordinary shares 36,497,836 21,354,531 3,786,544 13,437,908
Option premium reserve - - 55,080 25,386
36,497,836 21,354,531 3,841,544 13,463,294

Ordinary shares

Ordinary shares entille the holder lo participaie in dividends and the proceeds on winding up of the Company in
proportion fo the number and amounts paid on the shares held. On a show of hands every holder of ordinary shares
present at & meeling in person or by proxy, is entitled 10 one vote, and upon a poll each share is entitled fo one vote.

Movements in ordinary share capital over the past two years were as follows:

Date Details Namber of 1ssue Price $
Shares
01 July 2603 Opening balance 24,818,412 12,480,588
24 July 2003 Placement issue 1,875,000 50.04 75,000
24 Seplember  Non-renounceable rights issue 26,693,412 56.04 1,067,736
2003
30 June 2004 Share 85u¢ costs {160,030}
30 June 2804 Closing balance 53,386,824 13,463,294
30 July 2004 Accumulated losses as at 31 December 2003 * - {12,631,27%9
30 July 2004 2 for 5 capital consolidation (32,032,293} -
2 August 2004 Share 1ssue costs - {139,186}
2 August 2004 Placement issue pursuant 1o prospectus 10,542,234 50.20 2,108,447
Share 1ssue as pari consideration for the acquisition of
2 Augusi 2004 the Citrofresh marketing and distribuiion rights 2,500,000 $0.20 500,000
30 Augusi 2004 Share issue as consideration for the acquisition of the
Citrofresh marketing and distribution rights inn Chile and 2,000,000 $0.23 460,000
Japan
Options
10 November  Conversion of oplions 13,571 §0.25 3,393
2004
29 November  Conversion of oplions 87,500 §0.25 21,875
2004
30 June 2805  Closing balance 36,497,836 3,786,544
Movemenis subsequent fo year end:
8 August 2005 Conversion of options 500,000 50.25 125,000
30 September  Conversion of oplions 512,500 30.25 128,125
2005
Clesing balance as at the date of this Financial 37,510,336 4,039,669

Report

*In accordance willk a resolution approved by shareholders al the general meeting held on 31 May 2004, the Company’s
issued capital was reduced on & prorata basis per issued share by $12,631,279 and the resulting amount of cancelled paid up
capital applied against accumulated losses as at 31 Decernber 2003, Funds raised during the 2005 financial year were to
enable the Company 1o carry on the business of markeiing and sale of Citrofresh products. Funds raised from the issue of
shares during the previous financial year were used for working capilal purposes.
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Contributed Equity {Continned)

Options onistanding as at 38 June 2005

Options do not entiile the holders to voling rights, io participate in dividends or the proceeds on winding up of the Company.
Each option entitles the holder to one ordinary share upon exercise of that option upon payment of the relevant exercise price

prior to the daie of expiry of the option.

The following options fo purchase fully paid ordinary shares in the Cornpany were oulstanding at balance date. These issues
of options are identified as to whether they were granied under the Company’s option Plan or otherwise.

For the financial year ended 30 june 2005 the following movements occurred:

Share eptions

No of oplions

Balance at 30 Jupe 2005 35,524,585
Balance at 30 June 2604% 21,354 539
Net movement for the year 14,170,646

*adiusted for 2 for 5 capital consolidation, which became effective on 30 fuly 2004,

35,524,385 shares are reserved for issuance upon issue of the above oplions.

Employee Option Plan
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Dated Granted Note Opening Number of  Number of options  Closing balance
balance options exercised 30/06/05
36/06/04 Granted
27 June 2005 () - 300,060 - 500,000
Sub Total - 560,000 - 500,060
Other Options
1 luly 2004 {11} 21,354,539 21,354,539
2 August 2004 (i) - 12,771,117 {101,071) 12,670,046
30 Augusi 2004 {1V} - 1,060,000 - 1000,600
Sub Total 21,354,539 13,771,117 - 35,024,585
TOTAL FOR ALL 21,354,539 14,271,117 €101,071) 35,524,585
OPTIONS
Movements in options over the past two years were as jollows:
2605 2004
Number Nutniber
1 July 2003 Number of Opiions brought forward 53,386,412 24 818,600
24 july 2003 Free attaching oplions with placernent issue of shares - 1,875,600
24 Septernber 2003 Free attaching oplions pursuant to non-renounceable rights issue - 26,693,412
360 July 2004 2 for 5 capital conselidation { see below note) (32,031,873} -
2 August 2004 Free attaching oplions pursuant to prospectus 5,271,117 -
2 August 2004 Options issued as a fee for assistance with capiial raising 7,500,000 -
30 Augusi 2004 Part consideration for the acquisition of ithe Citrofresh marketing
and distribution righis in Chile and Japan issued at 5.5 cenis per 1,000,060 -
share
13 Novernber 2004 Conversion of options (13,571 -
29 November 2004 Conversion of options (87,500) -
27 June 2005 Options pursuant o EOP 500,000 -
36 Jane 2005 Number of Options carried forward 35,524,585 53,386,412
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Contributed Equity {Continued)

Movements subsequent fo year end:

8 August 20035 Conversion of options {500,000)
30 September 2005 Conversion of options {512,560)
Closing balance as at the daie of this Financial Report 34,512,085

Following the 2 for 5 capital consolidation, which became effective on 30 July 2004, the exercise price of options has
increased from 10 cenis each to 25 cents each.

{1 The exercise price is $0.30. The oplions are unlisted exercisable any time afier 27 December 2005 and prior 1o 27
June 2008,
{1 The exercise price is $0.25. The options are Hsied exercisable any lime on o prior to 15 May 2008,

{111} The exercise price is $0.25. The oplions are unquoted and subject to ASX escrowed untit 11 August 2006. The
opiions may be exercised on or prior fo 15 May 2008.
(V) The exercise price is $0.25. The options are Hsied and exercisable any time on or prior o 15 May 2008,

Employee Option Plan

The Company adopied an employee oplion plan on 29 Noverber 2004, The EQP provides an incentive for full-time
employees wilh the Company, to encourage opiimum involvement in the Company’s future progress and o enhance the
aHignment of the interests of emnployees with the interests of shareholders.

Since its inceplion on 29 Novernber 2004, 500,000 oplions have been issued to employees under the EOP. The options are
unlisted and do not entitle the holder Lo voling rights, 1o parlicipate in dividends or the proceeds on winding up of the
Company. During the current financial year and subsequent fo the financial year ml! oplions have lapsed or been exercised.

The full ferms and condilions applying to the graniing of these options are outlined in the Company’s option plan dated
November 2004. Direciors of the Company are not eligible 1o participate in the Plan. Subiect to the discretion of the Board,
opiions granted will be exercisable after the first anniversary of the date of grant but before the third anniversary of the dalte
of grant. The total number of shares issued under the plan is nol 1o exceed 3% of the number of the Company’s issued shares
afler the exercise of options. Each option grants the right 1o purchase one share in the Company. The options are not guoted
on ASX

20605 2004
$ 5

NOTE 18. EQUITY AND ACCUMULATED LOSSES
18 {a) Accumulated Losses
Accumulated losses at the beginning of the financial year {12,883,350) (12,341,967}
Reduction in share capital applied againsi accumulated losses {see note 17) 12,631,279 -
Nel loss attributable to the members of
Citrofresh International Limited {1,645,578) {541,383}
Accumulated losses at the end of the financial year {1,897,649) (12,883,350}
18 (b) Total Equity Reconciliation
Tolal equily al the beginning of the year 579,944 138,621
Total changes in equily recognised in the Staternent of Financial Performance {1,784,764) (701,413}
Transaciions with owners as owners:
Contribulions as equity 3,148,715 1,142,736
Total equily al the end of the year 1,943,895 579,944
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NOTE 15.

FOR THE YEAR ENDED 30 JUNE 2005

NET TANGIBLE ASSETS

Nel tangible asset backing per ordinary share

2005

1.42 cenis

2.82 cenis

The comparative information presented above has been adjusied for the 2 for 5 capita] consolidation which became effective

on 30 July 2004

NOTE 20.

FINANCIAL INSTRUMENTS

{a)  Interest rate risk exposures

The Company’s exposure to interest rate risk and the effective weighted average interest rate for each class of financial
assets and fmancial liabilities is set out in the following table.

Exposures arise predominantly from assels and Habilities bearing variable interest rates as the Cormnpany intends 0 hold
fixed rale assets and liabilittes to maturity.

2608

Financial Assels

Cash at hank

Trade debtors

Other debiors
Weighted average interest rate
Financial Liabilities

Trade creditors

Nel {inancial assets

2604

Financial Assels

Cash at hank

Other debiors
Weighted average inierest rate
Financial Liabilities

Trade creditors

Nel {inancial assets

Fixed mterest maluring in

Floaling over | year more than 5 | Non-Inlerest
inlerest rate | 1 year or less less than 3 years bearing Total
5 5 5 5 8 5
91,556 - - - 91,536
105,129 105,129
6,699 - - - 6,699
98,255 - - 105,129 203,384
5.2%
- - - 255,913 255,913
- - - 255,913 255,913
98,255 - - {150,784) {52,529)
Fixed mteresl matluring in
Floating over 1 year more than 5 | Non-Inlerest
interest rate | 1 year or less legs than 5 years bearing Total
5 5 5 5 8 5
167,642 - - - 167,642
- - - 565,555 565,555
167,642 - - 565,555 733,197
2.07%
- - - 144,253 144,253
- - - 144,253 144,253
167,642 - - 421,302 588,944
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NOTE 20. FINANCIAL INSTRUMENTS {continued)

Reconciliation of net financial liabilities / assefs (o net assets

2005 2004
$ 3
Net financial assets as above {52,529) 388,944
Non-financial assels and labiliies:
invenlory 716,567 -
Office plant & Equipment 38,623 -
Intangible Assels 1,445,566 -
Provisions {147,945} -
Accrued expenses {56,387} {9,000}
Nel assels per balance sheel 1,943,805 579,944

{h) Terms, conditions and accounting policies

The Company’s accounting policies, including the terms and conditions of each class of financial assel, financial liability and
equity instrument, both recognised and unrecognised ai the balance date, are as follows:

Financial assets

«  Trade receivables are carried ai nominal amounts less any provision for doubtful debts.

«  Other receivables are carried at nominal amounits due. Inferest is taken up as income on an aceruals basis.
«  Commercial Bills are stated at the lower of cost and net realisable value.

Financial liabilities

Liabilities are recogmised for amounts to be paid in the future for goods and services received, whether or not billed 1o the
Company.

Equity
Ordinary share capital is recognised al the fair value of the consideration received by the company.
{c} Credit risk exposures

The credil risk on financial assels of the company, whiclh have been recognised on the stalement of financial posilion, is
generally the carrying amount, net of any provisions for doubtful debts

The Company does not have any material credit risk exposure to any single debior or group of deblors under financial
instrumentls enlered into

{d) Net fair valoe of Financial Asseis and Liabilities

The carrying amount of cash and cash equivalents approximates fair value becguse of their shori-terrn maturity.

For financial instruments traded on organised markets, fair value s the curreni guoted markel bid price for an assel or lo
settle the liabHity. For investments where there is no guoted market price, & reasonable estimate of the falr value 1s

deterrmined by reference 10 the current markel value of another instrurnent, which is substaniially the same or is calculated on
expected cash flows.
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NOTE 21. SEGMENT INFORMATION
Business Segment
The Company operales in one major markel segment being the sale, marketing and distribuiion of the Chrofresh range of

produets.

In the previous financial vear, the Company was involved mainly i corporate activily including the restructuring and
recapiialisation of its financial position and assessing various new business opportunilies.

Geographical Segment

The Company’s business segment 1s located in Australia and the Company markets #s products worldwide. Sales to
custorners in South Aftica accounted for 40% of lotal sales revenue in 2004/05.

NOTE 22. ECONOMIC DEPENDENCY

The Company is economically dependent on a conlinuity of supply of product being made available to it from GDM
Technologies Pty Ltd which is the sole manufacturer of the Citrofresh range of products.

NOTE 23. DIRECTOR AND EXECUTIVE DISCLOSURES

Directors

The names of persons who were direclors of Cltrofresh International Limited at any time during the financial year are as
follows:

Ron N Gajewski
Ravi A Narain
Darrold Cordes
Andrew J Michael
Mathew D Walker
Anthony T Breanan

Executives {fother than directors} with the greatest authority for strategic direction and management:
leffrey Hanlon - Chief Financial Ofticer & Company Secretary

There were no other specified executives during the current financial year and there were no specified execuiives n the
previous financial year.
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Remuneration of directors and speecified exeeutives
Principles used to defermine the nature and amount of remuneration

Execulive remuneration and other terms of employment are reviewed by the Board on an ongoing basis having regard o
comiparative information and independent expert advice. Remuneration packages are set al levels that are intended to attract
and relgin execulives capable of managing the Corpany’s operations. Remunerations and other lerms of employment for
certain specified direciors and execulives are formalised In service agreements. Each agreement may provide for the
provision of other benefits including car allowances. Major provisions of the agreements relation to the remuneration are sel
out below:

Details of remuneration and service Agreements

Mr. R. A, Narain, Managing Divector and Chief Execulive Officer
e Term of agreement - No fixed term of agreement or amouni payable on termination. There are no incentive terrms
within the agreement.
e Bage consulting fee - $150,000 per annum inclusive

Mr. AL ). Michael, Execuiive Direcior
s Term of agreement — No fixed termn of agreement or amouni payable on termination. There are no incentive terms
within the agreement.
*  Bage consulting fee - $120,600 per annum nclusive

Mr. 1. Handon, Chief Financial Officer and Secretary
¢ Term of agreement - No fixed term of agreerment and entitled o the equivalent of payment of one months salary on
lermination. Inceniive included entiilement to participale in the EOP
e Bage salary - $120,000 per annum plus statutory superannuation

Mr. R.N. Gajewski, Non Executive Director/Chairman
¢ Term of agreement — No fixed lerm of agreement or payout on termination. There are no incentive terms within the
agreement.
e Base duwectors fee - $40,000 per annum mclusive.

Mr. M. D. Walker, Non- Execulive Direclor
¢ Term of agreement ~ No fixed lerm of agreement or payout on termination. There are no incentive terms within the
agreement.
e Base directors fee - $30,000 per annum mclusive.
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Details of the remuneration of each director and specified executives of the Company paid are;

Primary Post- Other
Salary or Fees § Employment Fees $ Total §
Superannuation
$
Directors
Ravi A Narain
Year ended 30 June 2005 112,580 - - 112,506
Year ended 30 June 2004 - - - -
Andrew J Michael
Year ended 30 June 2005 90,0300 - - 906,600
Year ended 30 June 2004 - - - -
Ron N Gajewski
Year ended 30 June 2005 91,456 - - 91,456
Year ended 30 June 2004 163,500 - - 163,500
Mathew D Waiker
{resigned 28 September 2008)
Year ended 30 June 2005 30,000 - - 36,600
Year ended 30 June 2004 25,968 - 11,355 37,323
Anthony T Brennan
{resigned 31 July 2004)
Year ended 30 June 2005 4,360 - - 4,360
Year ended 30 June 2004 52,320 - - 52,320
Barrold Cordes
{Resigned 9 September 2004)
Year ended 30 June 2005 42,824 - - 42,824
Year ended 30 June 2004 - - 35,600 35,600
Total Year ended 30 June 2005 371,140 - - 371,140
Total Year ended 30 June 2004 241,788 - 46,335 288,143

The other fees noted above were for specific consulling services provided by the direciors, primarily in relation fo

identification and assessment of new business opportfuniiies.
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Remuneration of directors and specified executives (cont.)

Specified executives Primary Post-Employment | Options issued as
Salary & Fees Superannuation$ remuneration Total

Jeffrey Hanlon
{appointed 19 July 2604)

Year ended 30 June 2005 102,272 9,204 315 111,791
Year ended 30 June 2004 - - - -
Total Year ended 30 June 20065 162,272 9,204 315 111,791

Total Year ended 30 June 2004 - - - -

Other than the specified directors noted above, the Company had only one specified executive during the year 2004/05 and
there were no specified executives in 2003704,

Shares and options provided as resmumeration

1. Hanlon received a total of 508,000 unlisted options, granted on 27 June 20035 al the value of 7.6 cents per option at grant
daie under the EOP which are exercisable between 27 Decernber 2003 and 27 fune 2008.

There were no shares or other oplions issued as resnuneration o the Direciors in the financial yvear ending 30 fune 2005 or
2004,

Shareholdings

The nurnbers of shares and options in the Company held during the financial year by directors and specified executives,
including shares held by entities they control, are sef out below.

Ordinary Shares Balance Shares acquired Shares Net Change Balance
1 July G4 {1) {Seld/disposed) Other {2) 30 June 85

Specified Directors

Ravi A Narain - 2,300,000 - - 2,300,600

Andrew § Michael - 2,375,000 - - 2,375,060

Ron N Gajewski 1,208,600 100,060 - - 1,308,060

Mathew D Walker 500,080 200,060 - - 1,000,060

Anthony T Brennan 1,189,445 - {1,189,445) {1,189,445) -

Darrold Cordes - 1,227,667 - {1,227,667) -

Specified Execntives

Jeffrey Hanlon - 56,659 - - 36,659
Note

(1 }Shareholdings noted above are after the 2 for § capital consolidation which became effective on 30 July 2004,
(2} Mr dnthony T Bremnan resigned av a divecior in July 2004, and Myr. Darrold Cordes vesigned as divector in
September2004.

(3} My Narain and Mr Michaels inferests arise as a result of their interesit in Ciirofresh Piy Lid.

During the year Directors of the Company acquired the following ordinary shares in the Company. These shares were
acquired as follows:

-Participation in share issue pursuant o prospectus 275,600
~On-miarket acquisilions 206,000
-lssue approved by shareholders as consideration for acquisition of

Citrofresh Marketing and Distribution Rights 3,427,667
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FOR THE YEAR ENDED 30 JUNE 2045

Options exercisable at Balance Options acquired/ Options Net Change Balance
25 cents on or before 5 1 July 64 (1) {disposed) Exercised Other {2) 38 June G5
May 2008
Specified Director
Ravi A Narain - 1,060,000 - - 1,060,000
Andrew ] Michael - 1,012,500 - - 1,012,300
Ron N Gajewski 2,960,060 - - - 2,900,000
Mathew D Walker 400,000 600,000 - - 1,600,000
Anthony T Brennan 1,046,000 {1,0406,000) - (1,046,000 -
Dasrold Cordes - - - - -
Balance Options acquired/ | Options issued as Net Change Balance
1 July 64 (1) {disposed) remuneration Other {2) 306 June G5
Options exercisable at
25 cents on or before 15
May 2008
Jeffrey Hanlon 37,500 - - 37,500
Ogptions exercisable at
30 cents on or before 27
June 2068
Jeffrey Hanlon - - 560,000 - 560,000
Note
(1): Option holdings noted above are after the 2 for 3 capital consolidation which became effective on 30 July 2004
(2) Mr Anthony T Bremnan resigned as o director in July 2004, and Mr. Darrold Cordes resigned as divecior in
September2{(4.
(3) Mr Narain and My Michaels interest arises as a resuli of their interest in Citrofresh Pty Ltd,
During the year Directors of the Company acquired the following options to acquire ordinary shares in the Cormpany. These
oplions were acquired as follows:
-Pariicipation in issue pursuanl lo prospectus 12,500
~On-miarket acquisitions -
-Issue approved by shareholders as consideration for acquisition of
Citrofresh Marketing and Distribution Righis 1,600,000
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FOR THE YEAR ENDED 36 JUNE
Other transactions with direciors and specified executives

{11As al 30 June 2005, sccrued remuneration and fees were payable tor Mr Ravi Narain ($20,0003, Mr. Michael {$46,000),
Mr Gajewski {$20,000) and Mr. Walker ({$15,000).

{1) GDM Technologies Ply Led, an entily in which Mr Narain and Mr Michae!l have an mterest, was paid $886,364 for the
purchase of Citrofresh produeis during the financial year.

{11) Under the terms of a Heads of Agreement entered into in February 2004, the Company is obliged 1o issue shares in ihe
future to certain parties. Refer to Note 18 below for details of Mr Narain’s and Mr Michael’s interest in this future issue of
shares.

{tv) Under the terms of the Heads of Agreement dated February 2004 for the purchase of the Citrofresh marketing and
distribution righis, the Company was obliged o appoinl Mr Darrold Cordes as a director. Mr. Cordes was appointed a
direclor on 2 August 2004 and resigned on 9 September 2004. During the period 1 July 2004 to 30 Sepiember 2004, fees of
$42,824 were pald to Rayner AAM Ply Ltd, an eniity related to Mr Cordes for his services.

{v)Corporgle Consuliants Pty Lid, an entity in which Mr Gajewski has a 13.125% interest was eniitled o be paid $49,558 for
providing accouniing, office administration and company secretarial services lo the Comnpany during the financial vear. A1 30
June 2005 an amount of $44,489 was unpaid.

In the previous firancial year;

{1¥Corporate Consuliants Pty Lid, an eality in which Mr Gajewsk: has a 13.125% inferest was paid $18,769 for services
relating o the preparation of a prospecius for the non-renounceable entitlement issue. Corporate Consullants Piy Led also
provided gceountling, office administration and company secretarial services 1o the Cornpany during the financial year and its
fees were $89,612.

(i) Vienna Holdings Pey Ltd ("Vienng"), an entily in which Mr Gajewski has an interest, was paid $3,600 fees pursuant 1o a
sub-underwriling agreement with the underwriter of the Company’s non-renounceable entitfement issue.

{i1{YThe Company Formerly Known ag Prince Pty Lid, an entity in which Mr Walker has an interest, was paid 36,000 sub-
underwriling fees.

{ivy Under the terms of the Heads of Agreement dated February 2004 for the purchase of the Citrofresh marketing and
distribution rights, the Company was obliged to appoini Mr Darrold Cordes as a director, subject to completion of that
transaetion. During the period April 2004 to June 2004, fees of 835,000 were paid or are payable io Rayner AAM Pty Lid,
an entily related 10 Mr Cordes for services rendered by Mr Cordes in the setting up of nfrastructure and processes for the
marketing and sale of Citrofresh products.

No other benefits have been received or are receivable by Directors or specified execulives or entities they conirol, other than
those already disclosed n the notes o the accounts,
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FOR THE YEAR ENDBED 38 JUNE 20065
NOTE 24. CAPITAL AND LEASE COMMITMENTS

Operating lease cormmitments refaled (o non - cancellable leases coniracled but not capitalised in the {inancial staternents

2805 2004
Operating lease (2) 3 5
Payable:
Not later than one year 3,624 -
Later than one year but not later than five years 6,300 -
Commitments not recognised in the financial statements 9,324 -

{a} Communication equipment leased over a four year lerm ending 31 July 2008,

Security deposits and credit facilities

The Company has provided a bank guarantee of $6,655 in favour of the owner of premises rented by (he Company.

NOTE 25, CONTINGENT LIABILITIES
There were no conlingent labilities or capital commitmenis of the Company, other than ay disclosed below:

Under the terms of the Heads of Agreement enlered mto in February 2004 for ihe acquistiion of the Ciroflesh Marketing and
Distribution Righis which was completed in August 2004, the Company is obliged fo issue shares (“Performance Shares™} in
the fuiure if the Company’s Earings before Interest and Tax ("EBI1T”) (foHowing the acquisition of the Citrofresh Righis
and arising principaily from (ke conduet of the business of marketing and distributing Citrofresh Products) achieve the
following levels in respect of the following periods:

Namber of Shares 12 Menth Period ending 30 June EBITF($ million)
12.5 million 2003 L5
12.5 million 2006 5.0
10 million 2007 8.0
1.0 million 2068 10.0

1f EBIT does nol reach the level set out in the above table i respect of the relevant period:
{2y  aproportion of the Performance Shares will still be issued;
(b} for the purposes of calculating the number of Performance Shares to be issued, the EBIT will be rounded down to
the nearesi half million dollars;
{¢}  the number of Performance Shares to be issued:
) will be a proportion of the number of Performance Shares specified m the above table;
(i) that proportion will be the same proportion as the rounded down EBIT for the period bears to the target
EBIT for that period; and
{4} the resulting number will then be divided by 2.

If the 1otal EBIT {(rounded down fo the pearest hundred thousand dollarsy for any combined consecutive annual periods

exceeds the aggregate of the levels set out in the above table in respect of those same periods:

{a} Performance Shares will be issued before the end of the period;

(£2)] The number of Performance Shares 10 be issued will be calculated as i that total EBIT had been earmed m the
relevant periods as sel oul in the above table.

The Company has been advised that Food & Beverage Brands Pty Lid, the entity entitled 1o the above Performance Shares

has assigned its rights to a portion of those Performance Shares to Mr Ravi Narain, Consequently, Mr Narain is entitled to
up o 34,170,000 Performance Shares out of the 45 million Performance Shares referred to in the above table.
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FOR THE YEAR ENDED 30 JUNE 2608

NOTE 26. MATTERS SUBSEQUENT FO THE END OF THE
YEAR

The following significant events have occurred afier the balance date:

{a) On 8 August 2005, ihe Company issued 500,000 fully paid ordinary shares as a result of the exercise of 500,000 May
2008 opilons al a price of 25 cents each to raise & lotal of $125,000 for the Comipany.

{by On 30 Seplember 2005, the Company issued 512,500 fully paid ordinary shares as a resull of the exercise of 512,500
May 2008 options at a price of 25 cenls each 1o raise a total of $128,125 for ihe Company.

{c) On 12 Seplember 2005, the Company signed a three vear $4.5 million distribution expansion agreement with its South
African distribuior, Citrofresh Soull Africa Ply Lid.

Other than the above, here are no maliers or circumstances hat have arisen since 30 June 20035 (hat have or may
significantly affect the operations, resulis, or state of affairs of the Company in future financial years.

NOTE 27. [IMPACT OF ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL
ACCOUNTING STANDARDS

The Company is preparing and managing the transition to Australian equivalents to International Financial Reporting
Standards (AIFRS) effective for the financial years commencing from 1 January 2005, The adoption of AIFRS will be
reflecied n the Company’s financial statements for the year ending June 2006. On first iime adopiion of AIFRS,
comparalives for the financial vear ended 30 June 2003 are required 1o be restated. The majority of the AIFRS transitional
adjustments will be made retrospectively against retained earnings as 1 July 2004,

The Company’s management, along wilh the assisiance of its advisors and external consultanis has assessed the significance
of the expected changes and is preparing for their implementation. The fmpact of the allernative treaiments and elections
under AASB [: First Time Adopting of Australian Equivalents to International Financial Reporting Standards has been
considered where applicable of the AIFRS.

The directors are of the opinion that the key matersal differences i the Company’s accounting policies on conversion fo
AIFRS and ihe financial effect of these differences, where kinown, are sef oul below. However users of the fmancial
staternents should note that the amounts disclosed could change if there are any amendments by standards-setiers to the
current AIFRS or mterpretations of the AIFRS requiremnents changes from the continuing work of the Cormpany.

Income faxes

Under AASB 112 “Income Tax” the Company will be required to use a balance sheet liability method which recognises deferred tax
balances where there is a difference between carrying value of an asset or ligbilily, and iis tax base. Any initial adjustment to
calculate deferred iax assets and Habililies on transition using the new basis will be made through opening balances of accumulated
losses at 1 July 2004, Deferred tax assets and Habiliiies at 1 July 2004 can only be calculaled once all other opening balance sheet
amounis have been finalised al that date.

Impairment of Assefs -intangibles

Under AASB 136 “bmipairment of Assets” the recoverable amount of an asset is determined asg the higher of the net selling
price and value In use uvlilising forecast discounted cash flows. This may result in a change in the Company’s accounting
policy ihat currenily delermunes the recoverable amountl of a non-curreni assel on the basis of undiscounted cash flows.
Under the new policy it 1s likely ihat impairment of assels will be recognised sooner, will be assessed for all assets and not
just non-current assets and that the amount of wrile down will be grealer and will resull in a greater volaiilily in future
earnings. Due 1o the unceriainlies mentioned in note 13 the Directors have not fully assessed whether the changes will have ¢
material frapact on the FYO0S accounts.

Share Based Payvments

Under Accounting Standard AASB 2, the Company will be required 1o delermine the fair value of future options or other
equity based compensation issued lo employees and recognise this as an expense in the siatement of financial performance.
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FOR THE YEAR ENDED 30 JUNE 2005

NOTE 27. IMPACT OF ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL
ACCOUNTING STANDARDS

Recenciliation with AIFRS 2005
$
Nel loss reported under Australian Accounting standards 1,645,578

Key transitional adjusiments:

Reinstaternent of amortisation of mtangibles /Marketing rights {69,434)
Recognition of share based payments 315
Total ransitional adjustments {69,119
Nei Lass under AIFRS 1,576,459
Receonciliation of Equity

Total equily reporied under Australian Accounting Standards 1,943,805
Decrease in current vear loss resulling from transifion to AIFRS 69119
Fotal Equity under AIFRS 2,013,014

Currently ihe Company amortises the “Clirofresh” Marketing and Distribution Rights over 20 years, application of the
requirements of AIFS will instead require that the inlangible asset be tested for impairment annually.
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DIRECTORS DECLARATION

In accordance with a resoluiion of the direciors of Ciirofresh International Lirnited, [ siaie that:

In the opinion of the directors:

{a} the financial statements and notes of the Company are in accordance with the Corporations Act 2001, including:
)] giving a true and fair view of the financial posiiion of the Company as at 30 June 2005 and of its
performance, as represented by the resull of its operations and cash flows, for the year ended on
that dale; and
(i) complying with Accounting Standards and Corporations Regulations 2001, and
{b) there are reasonable grounds to believe that the Company will be able 10 pay its debts as and when they become

due and payable.

{c) The direciors have been given the declarations by the Chief Executive Officer and Chief Financial Officer required
by section 295 A,

Omn behalf of the Board

Ravi Nargin
Managing Director - CEO

Melbourne, Vicloria
36 September 2003
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A Member Firm of PKF international

INDEPENDENT AUDIT REPORT TO MEMBERS OF
CITROFRESH INTERNATIONAL LIMITED

Scope

The Finaneial Report and Directors’ Responsibility

The financial report comprises the statement of financial
position, statement of financial performance, statement
of cash flows, accompanying notes to the financial
statements, and the directors' declaration for Citrofresh
international Limited (the company), for the year ended
30 June 2005.

The directors of the company are responsible for the
-preparation and true and fair presentation of the
financial report in accordance with the Corporations Act
2001. This includes responsibility for the maintenance of
adeguate accounting records and intemal controls that
are designed to prevent and detect fraud and error, and
for the accounting policies and accounting estimaies
inherent in the financiat report.

Audit Approach

We conducted an independent audit in order to express
an opinion to the members of the company. Our audit
was conducted in accordance with Australian Auditing
Standards in order to provide reascnable assurance as
to whether the financial report is free of material
misstaiement. The nature of an audit is influenced by
factors such as the use of professional judgement,
selective testing, the inherent limitations of internal
controf, and the availability of persuasive rather than
conclisive 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 and other
mandaiory financial reporiing requirements in Australia,
a view which is consistent with our understanding of the
company's financial position, and of its performance as
represented by the results of its operations and cash
flows.

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

Y

2
Cfg.tered Accountants

30 September 2005
Melhourne

A Victorian Parinership

Chartered Accountants
& Business Advisers

iLevel 11, CGU Tower
485 La Trobe Street
Melbourne 3000
GPO Box 509988
Melbourne 3001

Tel:  (03) 9603 1700
Fax: (03) 9802 3870

www. pkf.com.au

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

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

White we considered the effectiveness of
management's internal controls  over financial
reporting when deiermining the nature and extent of
our procedures, our audit was not designed 1o provide
assurance on internal controls.

Audit Opinion

In our opinion, the financial report of Citrofresh
Infernational Limited is in accordance with:

{a} the Corporations Act 2001, including:

() giving a true and fair view of the company’s
financial position as at 30 June 2005 and of
its performance for the year ended on that
date, and

(i) complying with Accounting Standards in
Australia and the Corporations Regutations
2001, and

{b) other mandaiory financial reporting requiremenis
in Australia.

Inherent Uncertainty Regarding Carrying Value Of
Intangible Asset

Included in Non Current Assets is an intangible asset
with a written down value of $1,445586 which
represenis the Marketing and Distribution Rights heald
by the company. As discussed in Note 13 there is
inherent uncertainty over the recoverability of this
asset which is dependent upon the successful
negotiation of distribution agreements and regulatory
approvals.

R A Dean

Partner
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CORPORATE GOVERNANCE

Under ASX Listing Rules and the ASX Corporate Governance Council’s “Principles of Good Corporaie Governance and
Best Recommendations” {ihe Principles), the Company is required lo disclose in its annual report the extent of its compliance
with the principles. In ensuring the highest standard of ethical behaviour and accountability, the Board has meluded in its
corporate governance policies those matters contained in the ASX Recommendations where applicable. However, the Board
also recognises thai full adeption of the ASX Recommendations may not be practicg] nor provide the optimal resull given
the particular circumnstances and structure of the Company. The ASX recommendations are as follows:

Principle 1. Lay a solid foundation for management and oversight
Pringiple 2. Structure the board io add value

Pringiple 3. Promole ethical and responsible decision making
Pringiple 4. Safeguard integrity in financial reporiing

Pringiple 5. Make timely and balanced disclosure

Principle 6. Respect the rights of shareholders

Principle 7. Recognise and manage risk

Pringiple 8. Encourage enhanced performance

Principle 9. Remunerate fairly and responsibly

Principle 10. | Recognise the legitimate interest of stakeholders

The following outlines the main Corporate Governance Praciices that were in place throughout the financial year.
The Role of the Board

The Board guides and monitors the business and affairs of the Company on behalf of the sharcholders by whem they were
elected and 10 whom they are accountable. The Board’s role 1 1o govern the Company rather than manage i. In governing
the Company, the directors must act in the best mterest of the company as a whole. 11 1s the role of senior management to
manage the company in accordance will the direction and delegation of the Board and the responsibility of the Board are (o
oversee the aclivities of management in carrying oul these delegaied duties.

The Board's responsibilities are summarised as follows;

L eadership of the organisation

Strategy formulation

Overseeing planning activities

Sharcholder liaison

Monitoring, compliance and risk management

Company finances

Hurnan resources

Ensuring the health, safely and well being of Directors, Officers, employees and contractors.
Delegation of authority

Remuneration policy

- & & 8 5 5 8 8 = =

Composition of the Beard and functions

The names of the direciors, their independence, qualifications and experience are included in the direcior’s report along with
the terms of office held by eaclh.

The Company’s Constitution provides that the number of direclors shall not be less ihan three..

The Board is responsible for establishing the criteria for Board membership, reviewing Board membership and identlifying
and nominating Directors. The Board acts as the Normination Committee. Board membership is reviewed regularly to ensure
the Board has an appropriate mix of gualifications, skills and experience.

There 18 no requirement for any sharcholding qualification. If the Company’s activities increase in size, nature and scope, the

size of the Board will be revigwed periodically and the optimum number of direclors required for supervising adequately the
Company’s activilies delermined within the lisnitations imposed by the Constitution and as cireumstances dernand.
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The ¢riteria for determining the identification and appointment of a suiiable candidaie for the Board shal! inelude guality of
the individugl, background of experience and achievement, compatibility with other Board members, credibility witlun the
Company’s scope of activities, inleliectual ability to contribute 1o Board’s duties and physical ability to undertake Board’s
duties and responsibilities.

Direciors are initially appomted by the full Board subject Lo election by Shareholders at the next general meeting.

Under the Company’s Constilution the fenure of directors {other than the managing director) is subject to reappointment by
Shareholders not later than the third anmiversary following his last appointrment. Subject lo the requirements of the
Corporations Act, the Board does not subscribe 1o the principle of retirement age and there is no maxirum period of service
as a director. A managing direclor may be appointed for any period and on any terms the directors think it and, subject to the
terms of any agreement eniered inlo, may revoke any appointment.

The Board has taken every care o achieve a welbsiructured Board, which includes Directors with an appropriate range of
skills and experience.

The board has been formed so that it has an effective mix of personnel who are cormmitied to adequately discharge their
responsibilities and duties and be of value fo the company.

The directors believe that the interests of all sharcholders are best served by;

»  Direclors having appropriate skills, experience and coniactls within the cormpany’s indusiry
+  The bogard striving lo have a balance between the overall number of directors and the number of directors being
independent as defined in the ASX corporate governance guidelines

To ensure the benefits of independent views, the board of four is currently represented by two non-execuiive direcilors
including the Chairman. The Managing Direcior is one of two execuiive directors.

The role of the Chairman 18 held by one of the two non-execulive directors o ensure that the roles of Chairman and
Managing Directors are separated.

The Chairman is elected by the full Board. Currently The Chairman and the second non-executive direcior are not
independent directors. The Board has accepted the following definition of an independent Director.

Agn Independent Director is a Direclor who is nol a member of managernent {a non-executive Director) and who:

» s nol g substaniial shareholder of the Company or an officer of, or otherwise associated direeily or indirectly with &
substaniial shareholder of the Company

»  Hag notl witlin the last three years been employed i an executive capacity by the Company; or been a Director
afler ceasing 1o hold any such employment;

» s free from any inlerest and any business or other relaiionship thal could, or could reasonably be perceived 1o,
materially interfere with the Directors” abilily to act in the best inierests of the parent eniity.

»  Isnol & material supplier or customer of the Company or olher group member, or an officer or oiherwise associaled
entity directly or indirectly with a material supplier or customer.

»  Has no material contractual arrangement witl the Company or another group member other than as a director of the
Company.

»  Within (he lasi three years has not been a principal of & material professional advisor or @ material consultant o the
Company or another group mernber, or an employee maierially associated will the service provided.

The number of non-executives and independent direciors on the board will increase as the Company develops.

The board believes that il will aliract appropriate independent directors wills the necessary indusiry experience over time and
in line with the company’s growth.

Where any director has a material inlerest in a maitter, in accordance with the corporation’s law, the director will noi be
penmilted to be present during discussion or 1o vote on (ke matier. The enforcement of 1hig requirernent alms to ensure that
the interest of shareholders, as a whole, is pursued and that their interest or the director’s independence is nol adversely
affected.
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Board Operations

The Board of Direciors oversees the business acliviiies of the Company, including the establishment of strategic divections
and the monitoring of performance against agreed targets and budgels. At each Board meeting the Board reviews progress
againsl the stralegic plan.

The Board schedules a minimum of six meetings per year and meets on such other occasions to deal with specific matters
reguiring the Board’s aliention. Prior lo Board meetings each Direclor is provided wilh board papers that include monthly
performance, compliance and operalions reporis from the Managing Direclor and Cluef Financial Officer.

The Chairran and Direclors are in regular contact with the Managing Direcior and the execulive tearn. By invitation senior
executives attend Board meetings o present on operational and strategic issues.

Board Performance

The Board informally reviews its performance annually 1o ensure each Director coniributes effectively. The process involves
the Chairman reviewing each Director's individual performance and those Direciors in tun review the Chairman’s
performance.

Directors whose performance 1s unsatisfactory will be asked to retire.
Board Commitiees

The ASX Corporate Governance Councils Principles recommends the appoiniment of @ Nomination Cormittee for
prospeciive Board appointments. The Board considers that the Company 15 not curreatly of a size, nor are 11§ affairs of such
comiplexity Lo jusiify the formation of separate or special committees at this time. The Board has nol established an Audil
comimittee and Remuneration comimiltees for lhe same reasons.

The whole board conducis the funclions of & norinaiion commiliee and remuneration commiitee.

The Board addresses the governance aspects of the Company’s activities and ensures that 1t adheres to appropriate ethical
standards.

independent Professional Advice

In fulfilling heir duties, the divectors may obizin independent professional advice, wilh prior notice 1o the Chairman, ai the
Company’s expense. With the exception of expenses for legal advice in relation to direcion’s rights and duttes, the
engagement of an outside adviser is subject o prior approval of the Chairman and this will not be withheld unreasonably.

Conflicts of Inlerest

In accordance with the Corporations Act and the Company's Constitution, Directors must keep the Board advised on an
ongoing basis of any Inierest that could polentially conflict with those of the Company. Where (he Board believes that a
significant conflict exists, the Director concerned does not receive the relevant board papers and is not present at the meeting
whilsl the ilem is considered. Directors are required lo take inlo consideration any conflicts when accepting appointment to
other Boards.

Directors® Dealings in Company Securities

The Constilution permits Directors 1o acquire Securities in the Company. The Company did not comply with principle 3.2 of
ASX Guidance Note 9A as 1t did not have a formal written policy regarding irading in comipany securities by directors,
officers and ernployees. However, Company policy prohibis Directors from dealing it the Securities of the Company whilst
in possession of price sensitive information. Divectors must notify the Company Secretary once they have bought or sold
Securities in the Company or exercised oplions over shares. In accordance with the provisions of the Corporations Act and
the Listing Rules, the Company, on behalf of the Directors, musi advise the ASX of any transactions conducied by them in
Securities of the Company. A formal written policy has been adopled at the date of this report and will be posted on the
Company’s websile.
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Safeguard Inteprity in financial reporting
A duly constituted audil commiltee was nol in exisience during the financial year.

The full Board of Directors has reviewed the annual report prior 1o signing. Given this review and the size of the Board and
its current operations, the Board received attestations as recommended by the ASX Corporate Governance Council as lo the
Company’s financial condition prior 1o signing this annual report. The Board alse reviewed the drafl financial staternents at
both half and year end and he performance of the external auditors.

An audit cormmiitee has been formed and will activate in 2005/06. The audii committee congist of ihe non-execuilve
Chairman, CFO, a non-executive director and the external auditor by invitation. The committee will hold & minimum of two
mieelings each year.

Make Timely and balanced disclesure

The Board has designated the Chief Executive Officer as responsible for overseeing and co-ordinating disclosure of
mformation 1o the ASX with the assisiance of the Company Secretary who communicates with the ASX.

The company is & “Disclosing Entily” within the meaning of section 111AC of the Corporations Act. In accordance wiih the
ASX Listing Rules the Company immedialely notifies the ASX of relevant information concerning the Company which falls
mio the ASX’s continuous disclosure requirernents and is information which;

1. A reasonable person would or may expect 1o have a material effect on the price or value of the company’s securities
and

2. Would or would be likely 1o influence persons who comrmonly invest in securities in deciding whelher lo acquire or
dispose of the company’s securities, unless ceriain exceplions from the obligaiion to disclose apply.

Equity Participation By Directors

The Board encourages Direciors to participate in the performance of the Company by acquiring shares in the Company.
Currently no part of & Direclors remnuneration package is in the form of share options. Detatls of shares held and options 1o
acguire ordinary shares are sel oul in the Director’s Repori and Financial Report.

Shkarehelders Refations And Communications

The Board fully recognises ils disclosure obligations under ASX Listing Rule 3.1 and aims to ensure that shareholders are
mmformed of all major developmenis affecting the Company’s state of affairs by:

The Corpany reports to sharcholders halfeyearly.

Procedures are also in place 1o ensure that price sensitive information and matters of material significance are
reported to the Australian Stock Exchange in accordance with the spirit and intenl of the Continuous Disclosure
Requirements.

Copies of all announcements and reports are placed on the Company’s and ASX website.

The Comnpany makes available to shareholders wishing (o make inquiries, & telephone number and is re-developing
a websiie, which is updated regulasly willt announcements and other company matters.

The Board encourages full participation of shareholders at ihe Annual General Meeling to ensure 2 high level of
accountability and identification with the Company’s strategy and goals. [mporlant issues are presenied to the shareholders as
single resolutions. The shareholders are responsible for voting on the appointment of the Direciors in accordance with the
Constiiution of the Comipany.

Requesiing the external auditor fo aliend the annual general meeling and o be available to answer shareholders questions
about the conduct of the audit and the preparation and conteni of the auditor’s report.
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Identifving and Managing Business Risks

The Board regularty moniiors the operational and financial performance of the Company agamst budgeis/forecasis and other
key performance measures. The Board also reviews and receives advice on areas of operational and financial risks.
Appropriaie risk management siralegies are developed to mitigate all identified risks of the busmess. The Company carries
sufficient insurance for the size and nature of is business lo protect shareholders’ equity.

The Board acknowledges that it is responsible for the overall internal conirol framework, but recognises that no cost effective
mternal control systern will preclude all errors and irregularities. To assist in discharging this responsibility the Board has
mstigaied an iniernal control framework ncluding the following;

*  The Managing Director and Chief Financial Officer are required Lo confirm in writing that the Company ‘s financial
reports present a true and fair view in all material respect of the Company’s financial conditions and operational
results and are m accordance wiil the relevant accouniing siandards.

*  Periodic reporls are provided io the Board, quarierly and annual reports are prepared in accordance with the
Corporations Act and ASX Listing Rules.

Directors consider on an ongoing basis how management information is presented fo them and whether such information 1s
sufficient lo enable them to discharge their duties as directors of the Company. Such information must be sufficient lo enable
the Direclors o delermine appropriaie operating and financial sirategies frorn iire 1o time in lght of changing circumsiances
and econornic conditions. The Directors recognise thai product rollout of a new venture s an inherently risky business and
that operational stralegies adopied should, notwithslanding, be direcied towards improving or maintaining the net wortl of’
the Company.

Ercourage Enhanced Performance
In the past 12 months the board has not conducted a review and assessment of ils performance.

A ‘performance Evaluation Policy” will be established to evaluate the performance of the Board, individual Directlors and
Executive Officers in the near future, when the composition of the board is reviewed. Evaluaiions will be conducted at least
on an annug! basis agamst sel performance criteria. The Board will be responsible for the evaluation process and may engage
mdependent external advisors if thought appropriate 1o do so.

Remunerate fairly and responsibly

The Board acts as the Remuneration commiliee and iakes responsibility for;

«  Setling the remuneration and conditions of service of all Executive and Non-Executive Directors, Officers and

Employees.

«  Approving the design of Executive & Emiployee incentive plans {including equity-based plans and options} and
proposed payments or awards under such plans.
Reviewing performance hurdles associated with incentive plans
Making recommendations to the Board on the remuneration of Non-executive Directors witlin the aggregate
approved by shareholders
Consulting approprialely qualified consultants for advice on remuneration and other conditions of services
Succession planning for senior Executives
Performance assessment of senior Executives
The Company is committed to remunerating iis Senior Executives in a manner thai is market-cornpetive and
consistent with Best Practice as well as supporting the inlerests of shareholders. Senior executives receive &
rernuneration package based on a fixed salary.

L

* & % %

Non-execulive directors are paid their fees oul of the maximum aggregarale armouni approved by shareholders al a General
Meeling. Non-executive direclors’ fees not exceeding an aggregaie of $250,000 per annurn have been approved by the
Company in 2 general meeting. The levels of the fees may be varied by the Company at a fulure general meeling in
accordance with its Constilution. The remuneration of executive Direclors is fixed by the Direclors and may be paid by way
of fixed salary. Non-execulive directors do not receive performance based bonuses and do not participale in equity schemes
of the Company withoul prior sharcholder approval.

Details of remuneration paid to the Directors (executives and non-executives} are sef out in the Direclors” Report.
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STATEMENT OF CORPORATE GOVERNANCE

Ethical Standards / Legitimate interest of shareholders

The Board acknowledges the need for continued maintenance of the highest standard of corporate governance practices and
ethical conduct by Directors and employees of the Cornpany.

All directors and employees are expecied to act with the utmest inlegrity and objectivity, striving at all times to enhance the
reputation and performance of the Company, in the following areas;

Professional conduct

Deatings wilh suppliers, advisers and regulators
Dealing with the community and

Dealing with other employees.

A formal written code of conduet 1o guide the Directors and management is 1o be mmplemented o promoie ethical and
responsible deciston-making. The Directors also propose to develop & code of conduct to recognise and govern policy in
refation fo the legilimaie interests of olher sigkeholders.

Continzous Review of Corporate Governance & AS8X Guidelines en Corporate Governance

Pursuani fo the ASX listing rules, where a recornmendation has not been followed, the fact must be disclosed, logether with
reasons for the departure. Below the Cornpany provides an explanation of any areas where Citrofresh Internationz] does not
presently comply with the best praciice recommendations:

Bepartures

The Board of direclors has adopted a sel of Corporate Governance Practices and a Code of Conduct appropriate for the size,
comyplexily and operations of the Company having regard fo the ongoing relevance and effectiveness of the framework and it
will be periodically reviewed to reflect changing circumstances and he ways of Improving group practices.

As the Company's activities develop in size, nature and scope, the size of the Board and the implementation of any formal
Corporale Governance Committees will be given furiher consideration.

At present the majority of the board of direciors is not comnprised of independent directors under ithe ASX definition as the
Chairman and Managing director and other directors are nol independent.

Mr Gajewski, Chairman, controls 3.7% of the issued shares of the Company, Mr Walker, previously controfled 2.6 % of the
issued shares of the Company and Mr Michael an execuiive director along with Mr Narain, the Managing Direcior control
7.46% of the 1ssued shares. All the directors hold opiions io acquire ordinary shares.

Eacl individual member of the Board is satisfied that whilst the Company may nol be compliant with & strict interpretation of
this particular best praciice recommendation , the Board always acts with independence and mn accordance with the Stalement
of Corporaie Governance Practices.

The Company did not have an Audii, Nominalion and Remuneration Commiiiee because if is deemed fo be more efficient lo
have the full board consider audit, board miembership, nomination and remuneration matters.

The ASX guidelines also prescribe thai the Company should mamtzin a dedicated corporate governance information seclion
on its website. Such a dedicated information section 1s nof presently on the Company’s website, although the annuzl report
will be posted 1o the websile and the Statement of Corporate Governance Practices can be viewed there.

th
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ADDITIONAL SHAREHOLDER INFORMATION

A ORDINARY SHARES (CTT)
1. Distribution of Shareholders (as at 38 September 2005)

Analysis of numbers of shareholders by size of holding:
Ordinary Shares

Holders Shares % of 1ssued shares
i to 1,000 327 131,473 4.36
1,601 10 3,000 151 400,602 1.33
5,001 1o 10,000 153 1,355,217 3.66
10,001 o 104,000 322 12,002,268 3243
100,001 and above 63 23,530,776 62.23
1,046 37,513,336 160.00

There were 393 holders of less than a markelable parce! of ordinary shares or a total of 212,459 shares..

2. TFwenty Largest Sharcholders
The names of the twenty largest holders of fully paid ordinary shares are listed below:
Ordinary Shares

Name of Helder Numiber Held % of issued shares
Citrofresh Pty Ltd 2,806,000 T.46%
ANZ Nominees Limiied 1,652,102 4405
Vienna Holdings Pty Lid 1,387,120 3.70%
JDV Settlements Nominees Pty Lud 1,074,865 2.87%
Romatique Pty Ltd 950,000 2.53%
Amelia Fuqua 886,667 2.36%
1P Capital invesirnents Ply Lid 886,667 2.36%
Paticoa Nomimees Pty Ltd 759,344 2.02%
Invesco Nominees Pty Lid 754,328 2.01%
Ling Ching LTD 750,000 2.60%
Citco Global Cusiody NV 750,060 2.00%
Thoughiful Nominees Pty Lid 741,300 1.98%
Wesiside Investments Pty Lid 554,000 1.47%
Critical Holding Pty Ltd 541,000 1.44%
Ms Jodie Oakley 456,428 1.22%
damenco {No 79) Nominees Pty Lid 432,000 1,15%
Goldman Sachs JB Were Nominees 404,000 1.07%
Terena Pty Lid 380,000 1.01%
Mr Garry Crole 356,550 (3.95%
Mr Warren Saxelby & Mrs Peta Prentice 350,550 0.93%

16,859,121 44.93%

3. Voling Rights
At 8 general meeling of shareholders:

{(a} On a show of hands, each person who iy a member or sole proxy has one vote
(b} On apoll, each sharcholder is entitled to one vole for each fully paid share.
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ADDITIONAL SHAREHOLDER INFORMATION

B. QUOTED OPTIONS (CTFO -Exercisable at 25 cents each on or before 15 May 2088)
1. Distribution of option holders {as at 30 September 2005)

Analysis of numbers of option holders size of holding:

Holders Options % of issued options
0 to 1,000 28 13,406 0.038
1,001 (o 5,600 82 361,429 1.048
5,001 to 10,060 33 297,943 0.863
10,061 to 100,060 161 6,506,326 18.852
10,601 and above 33 26,832,981 79.19
357 34,612,085 100.00

There were 33 holders of less than a marketable parcel of ordinary shares or a total of 20,204 options.

b

Twenty Largesi Optionholders
Thie names of the twenty largest holders of options are listed below:

Name of Option holder Options Number Held % of issued options
Mungala Investments Pty Lid 2,728,036 8.02%
Vienna Holdings Py Lid 1,800,000 5.29%
Loraine Von Der Weid-De Weck 1,750,000 5.15%
Mr Garry Crole 1,353,000 3.98%
ANZ Nominees Limited 1,223,678 3.60%
Paticoa Nominees Pty Lid 1,014,315 2.68%
Ying David Wang 1,600,000 2.94%
Mark Simart 1,600,000 2.94%
Mr Mathew Donald Walker 1,000,000 2.64%
Studio 54 Lid 1,600,000 2.94%
Citco Global Custody NV 750,000 2.21%
Mr Beng Khoon Lim 745,011 2.19%
Westpac Custodian Nominees Ltd 676,430 1.99%
Critical Holdings Pty Lid 660,000 1.94%
Thoughtful Nominees Pty Lid 648,700 1.91%
GEA Services Pty Ltd 610,000 1.79%
Rediown Enterprises Pty Lid 600,000 1.76%
Hostyle Pty Lid 545,000 1.60%
Citrofresh Pty Ltd 500,000 1.47%
Glenelg Holdings Pty Lid 500,000 1.47%

20,104,170 59.11%

3. Restricted Securities

A total of 7,500,000 options are subject to escrow 11 until August 2006,
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ADDITIONAL SHAREHOLDER INFORMATION

{ ¢} Ungnoted Equity Securities (as at 30 September 2005}

Expiry date and price  Number on Number of holders
wssue
Opiions issued to Directors - - -
Options issued to employees 27/12/2008 @ 30 cents 500,000 1
Other oplions 15/05/2008 (@ 25 cenls 7,500,600 12
(escrowed 1o 11 August 2006)
{d} Subsiantial Holdings
{as at 30 Seplember 2005)
Subsigntial holders i the Company are set out below: No of Ordinary Shares
Citrofresh My Ltd 2,800,000

{e) Voling Rights
One vote 1s allached to each fully paid ordinary share.
() Material Differences between Appendix 48 and Financial Stalements.

There are no material differences belween the information in the entity’s Appendix 48 and the mnformation in the
financial sialements.

{g} On-marketl Buy-Back

There is currenily no on - markel buy back of (he enfily's securities.

INQUIRIES ABOUT SHAREHOLDINGS

Please contact Advance Share Regisiry Service if you have questions about your shareholding, dividends, share transfers or
monthly holding stalement.

CHANGE OF ADDRESS

1£ you change your address, promplly notify the Share Registry, Advance Share Registry Services, in writing, quoting your
shareholder reference number and your old address as a security check. Change of address advice forms can be down load
from the Advance Share Regisiry’s websile. An acknowledgement of your change of address will be mailed to your old
address.

TAX FILE NUMBERS
All shareholders, including children, may choose fo provide their tax file aumber {TEN) or details of any 1ax exemnplion, 1o
the share registry 10 avoid any unnecessary lax deductions from dividend payments. TFN forms are gvailable from Advance

Share Registry Services or can be download form the infernet using its website.

It is not compulsory for sharcholders not to provide a TFN. However, if ithey do not the Company must deduct tax at the top
marginal lax rale plus levies from (he unfranked dividend part of a dividend paid.

Australian Shareholders living abroad should advise ihe share registry of their resident status as limiied exernplions from tax
deductions may apply.
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ADDITIONAL SHAREHOLDER INFORMATION

COMBINING MULTIPLE SHAREHOLDINGS

I you have multiple shareholding accounts that you wish 1o consolidate info a single account, please advise Advance Share
Regisiry Services, in wriling.

ANNUAL REPORT AND COMPANY INFORMATION

To request an Annual Report, telephone {61 3) 5272 1600 or visi the Citrofresh websiie or Email: info@@etrofiesh.com.

A copy of the Company’s announcerents and ASX releases, can be found at the ASX's inlernel sile: www.asx.com.au and
information on the Company’s business at www.citrofresh.conm.
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