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REAL BRAND HOLDINGS LIMITED
REVIEW OF OPERATIONS

r y

2007 06
Revenne '
3,590,707 2,187,933
Operating Loss prior to diminution in val j
perating Le e of Goodw:
Diminuron in value of Goodwill W | 1 ?)ggggg 1 gigagﬁ
Operaring Loss for the year 2,628,544 2,265,090

Outlined in Note 2! to the accounts js & detai i wtial privatizat !
il el o detailed explanation of partial privatization of Real Brand and Business Pty Limited



i i . 5z
31.0CT.2007 20:3% Bl:Z%3853606 FedExKinko's Bondl #5876 P.0DOS /0D

REAL BRAND HOLDINGS LIMITED
PIRECTORS' REPORT

The directors of Real Brand Holdings Limited submit herew i
: ran erewith the financial rapo
to comply with the provisions of the Carporations Act 2001, the directors rcpo:r asnfg?lgﬁg: YO RS 30 fume 2007. Tn orer

Directars
The names of the directors of the company during or since the end of the financial year and up to the date of this report are:

Mr R T Ponle
Ms V Bruce
Mt P R Syriano

The Directors have been in office since the start of the financial year i the dats of this report unless otherwise stated.
The qualifications and details of listed pablic company directorships held over the past 3 years are detailed below.

R J Poale
Chairman (Nou- Executive)

LLB, B Juris, B Comm ASIA.

Appointed Chairq:ag on 12 July 2004. Board member since 12 July 2004. Director of Merchant House Limited, Australian
Power a:_:d _Gaa Limited (formerly Micraview Limited), Pocketmail Group Limited, Alexanders Securities Limited, Strathfield
Group Limited, BRX Holdings Limited.

Former Directorships include Amerod Resources Limited, B Tick Limited and Hudson Resources Limited.

Mr Poole commenced his career as a lawyer specialising in mergers and aecquisitions. He left the Jaw in 1990 ta build &
research and develapment operation with operations in Japan, USA and Anstralis and added & manufacturing company in
China in 1994. He successfully built the R&D company from its early stages to a public listed vehicle raiging the necessary
capifal up fn his departure in 1999. Since 1999 he has canfinued his invelvement in fund raising and the development of
companies. He i3 4 principal of Arthur Phillip Pty Limited, and has been recently involved in prajects as diverse as the creation
of hiotech, the recapitalisation of the Strathfield Group Limited, Simon Gilbert Wines, Microview Limited and White Energy
Company Limited.

Special Responaibilities: |
Mr Paole is a member of the Audit and Finance Committee and Remuneration Committes.

Y Rruce
Director — Chief Execntive Officer

Director since & December 2004. 17 years service with Real Brand Holdings Limited and its predecessors. Ms Bruce's
international reputation began with her key role in developing the retail concept generally thought to have changed thq: face of
entertainment retailing: Warner Bros Srudio Stores. Ms Bruee went on to pioneer strategic markering, brand licencing, and
creative/product design offerings that have optimised the global market power of Mattel, Kellogg's, Aven, Disney, United
Media, Feld Entertainment, Harvey Entertainment, the Australian Rughy Union, the Sydney Olympics and other premier
branded properties.

Special Responsibilities:

None
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REAL BRAND HOLDINGS LIMITED
PDIRECTORS' REPORT {CONT)

PSuriano

Director (Non Executive)

B Bus, Bkg & Fin, Mopash,

Director since 12 Inly 2004. Director of Pocketmail Group Limited.

Founar_Dlmcm:ships include Microview Limited,

Mr Suriano began his career in corparate banking with the Commonwealth Bank in 1988, M Suriano then spent 16 years
in senlor positions within the Australian Media Industry. Mr Suriano has gained wide knowledge & experience to give
him a strong background in operaions, sales and marketing in such roles as National Sales Director, MCN (Multi Channel

Netwark) and Group Sales Manager at Netwark Ten. Prior to joining MCN, Mr Suriana was employed within the Vietor
Smorgon Group of Companies.

Special Responsibilities:

Mr Suriano is a member of the Audit and Finance Commitiee and Remuneration Commipee.

Directors interests are disclosed in Note 16 1o the aceounts,

The following table sets out the number of meetings of Directors held since the commencement of the financial year, with the
nimber of meetings attended by each Directar '

Name Number of meetings eligible Number of meetings attended
R 1 Poole 3 5
V Bruce 5 5
P Suriano 5 4

The Divectors meet on an informal basis approximaely every formight.

Company Secretary
The company secretary at the date of this report is:

Mr Michael Glendinning - Bachelor of Business, Chartered Acconntant. Mr Glendinning was appointed Company Secretary
an 30th November 2005 and has worked both locally and internationally for the past 23 years in bath the chartered accounting
industry and management roles within the media and entertainment industry. He is also Company Secretary of Alexanders
Securities Limited.



i i . i
31.0CT.2007 20:3% Bl:Z%3853606 FedExKinko's Bondl #5876 P.0OO7 /05

REAL BRAND HOLDINGS LIMITED
DIRECTORS' REPORT (CONT)

Principal Activity

The principal activity of the Company duri j i i
overview of bpesaa mnmad%?}ugﬂggrfg the financial period was brand development and brand cxtensions, A full

Dividends

No dividends were paid or declared for Payment during the financial perjad.
Review of Operations

There was an wCTease in revenye during the year of almost 155%, by an amonnt of $3.402,774, which predominantly related
to the contract in respeet of the provision of services to the Doha Asian Games Organising Committee.

The logs fram ordinary activities before income tax expense includes the following revenues whose disclosure is relevant in
explaining the financial performance of the entity:

Year Ended Year Ended
30 June 2007 30 June 2006
$ §
Revenues from ordinary Activities

Revenue from services . 5,480,381 1,962,332
Interest . 28,657
Dividends - -
Qther 110,326 196,944

5,500,707 2,187,933

The net loss from avdinary activities after income tax for the year was as follows:

2007 2006
Operating loss pre diminution in value of goodwill 928,544 624,346
Provision for diminution n value of goodwill 1,700,000 1,640,744
Operating loss including diminution in valye of goadwill 2,628,544 2,265,000

The Company has been working to secure a number of orders in China to exploit existing rights fhat it has with Volkswagen
Group China. The restnicture via a partial privatization and capital raising will ensure that the company has sufficient funds to
continue its operations wntil these orders are closed. The company's revenues and expenses have substantially matched
anficipated revenues and expenses however cash receipts due from China have taken longer than anticipated to collect.

Review of Financial Position

Outlined in Note 21 is more detail in respect of the financial position and steps wndertaken by the Board to resiructure and
recapitalise the company,
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REAL BRAND HOLDINGS LIMITED
DIRECTORS' REPORT (CONT)

Farnings per Share
007 2006
Cents Cents
Basic camings per share , 7.2 6.3
Diluted earnings per share f?.zg 56:33

Al optigns currently on issue are “out-of-the-money” and are not cemsidered dilutive. They are therefore excluded from the
ealculation of the diluted camings per share.
Slgnificant changes in the states of affairs

tflflxcﬁpt for the matters discussed ahove, there were no significant changes in the state of affairs of the Ecopomic Entity during
@ Year.

After balance date events

On 13 August 2007, the Directors of Real Brand Holdings Limited (RBH) announced the execution of an agreement with

Xugmla B;'uce for the sale of 80% of its wholly owned subsidiary Real Brand and Business Pty Limited (RBB) (Sale
greement).

The consideration for the sale of the 80% interest in RBB under the Sale Agreement is the cancellation of all of Ms Bruce's
shares in RBH, being 9,480,000 fully paid crdinary shates, at a deemed valpe of $0.04 each,

The sale is subject to and conditional upon RBH sharcholders approving the proposed sale for the purpases of the following

provisions:

(a) ASX Listing Rule 10.1 (disposal of a substantial asset);

{b) Section 256C of the Corporations Act (selective reduction of capital);
(c) Chapter 2F of the Corporations Act (related party approval); and

(@ ASX Listing Rule 11.1.2 (change in scale of activities) (if required).

The Company has also agreed to cither, in ifs sole discretion, assume wp to $150,000 of RBB’s liabilities and to lend RBB
$125,000 for working capital purpeses repayable out of profits.

Given the Company’s current Jack of funds, Arthur Phillip Pty Limited of which Mr Richard Paole is 3 director, has agreed 1o
arvange for the provision of a $405,000 loan to the Company. These funds will be used to meer existing liabilides and to
cantinue operations whilst the ransaction is completed. All loans provided by RBH to RBB other than fthe $125,000 loan
mentioned in the preceding paragraph will be converted inte one share in RBB.

The $405,000 loan will, subject to any necessary shareholder approval, be converted to a convertible note in RBH with 4 face
value of $405,000. The proposed material rerms of the convertible note are as follows:

(a) coupon rate of Reserve Bank base rate plus 2%;
)] a term of 6 months, at which time it antomatically converts or is redeemed; and
(c) the nate is canvertible into one fully paid ordinary share (Share) in the capital of RBH along with two options for

every one Share, Hach option will be exercisable at $0.05 on o hafore 30 June 2012,
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REAL BRANR HOLDINGS LIMITED
PIRECTORS’ REPORT (CONT)

RBH will also he issuing a prospectus and completing a capital raising of §1,463,430. The prospectus will be for an offer of
one (1) share for every one (1) share held in the capital of the Company by way of a non-renounceable rights issue at an isspe
pricé of $0.04 per share to raise §1.463,430m (Rights Issue). The funds raised from the Rights Issue will be used for additiona
working capital. Virginia Bruce has agraed not to participate in the Rights Tssue.

Arthur Phillip Pty 11d, a company associated with Mr Richard Poole, has agreed to underwrite the Rights Issuc. The
underwriting will be subject 10 the performance of sub-underwriters. It is proposed that Arthur Phillip will receive a fee of 6%
of the underwritien amount. The independent directors of RBH have appraved the underwriting on the basis the terms are
reasonable in the ecircumstances and on an arms length basis.

Chapter 11 of ASX Listing Rules

ASX has advised RBH that it may need ta obtain shareholder approval in accordance with ASX Listing Rule 11.1.2 (change in
nature and scale of activities) in order to complste the transaction. A Notice of Meeting dealing with all relevant issues is
currently heing prepared and will include an independent exports tepart (for the purpnse of ASX Listing Rule 10.1} and an
explanatory memorandum. These materials will be distributed fo shareholders as soon b practically possible.

Apart from the above, no matters or circumstances have arisen since the end of fhe year which significantly affect or may
significantly affect the operations of the Company, the results of those operations, or the state of affairs of the Company in
futre financial years.

Apart from the above, o matters or circumstances have arisen since the end of the financial year which significantly affected
or may siguificantly affect the operations of the Company, the resalis of those aperations, or the state of affairs of the
Company in subsequent financial years.

Future Developments

The Board is currently reviewing investment options and oppartunities regarding the future of the Company and will revert o
shareholders in this regard at an appropriate time.

Environmental Issnes

The Company’s operations are not regulated by any significant enviranmental regulation under # law of the Commonwealth or
of 4 State or Territory.

Indemnifying Officer or Auditor

No indemmities have been given or insurance premiums paid, during or since the end of the financial year, far any persan who
is or has been an officer or auditor of the Company.
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REAL BRAND HOLDINGS LIMITED
PIRECTORS' REPORT (CONT)

Audit and non-audit services

The company may decide 1o emplay the auditor on assignments additional o thei it duti i
. ! _ ir statwtory andit du !
expertise and experience with the company are important, i Fes Whete ihe andisar’s

The Baard of Directors has considered the position and is satisfied that the provision of the non-audit services is compatible

with the general standard of independence for auditors imposed by the Corporations Act 2001. The directors are satisfied thar

the provision of non-audit services by the auditor, did not compromise the anditor i Hiremen
Corparations Act 2001 for the fallowing reasons: " " Vo Independance req " of the

* oAt!ltl:‘enan u?ilx}tc‘l)it services have been reviewed by the board 1o ensure they do not impact the impartiality and objectivity
T

*  Nong of the services undermine the general principles relating to anditor ind i ;
. . nine 18 ‘ ependence as set out in Professional
Statement F1, including Foviewing or anditing the auditors own work. acting in a management or decision making
capacity for the company, acting as advocate for the company or jointly sharing economic risk and rewards.
No non-audit services were provided during the period.

; capl,\,é of the anditors” independence declaration as required under section 307C of the Corporations Act 2001 is tet out on
age 16. '

Auditor
The anditor continves in office in accordance with Section 327 of the Corporations Act 2001.
Remuneration Report

The Board is comprised of two non-executive and ane executive Directars, The cansolidated entity does not have any salaried
Directors or executives. Directars remuneration is shown in Note 16 1o the Financial Report,

As diselosed in the accounts, the following amounts were paid to Directors, ar companies asseciated with Divectors:

Name of Director Enfity Serviees provided Amount  Amont Total
accryed paid
$

Mr R T Poole Arthur Phillip Pty Directors 24.000 24,000 48,000
Limited

Mr R T Poale Arthur Phillip Pty Provision of accounting 37,000 21,000 58,000
Limited serviees .

Mr R T Poole Arthur Phillip Pty Provision of company 2,000 9,000 18,000
Limited secretarial services

Ms V Bruce Reality Energy  Consulting Services 29,478 188,179 217,654
Amitude  Life Pty
Limited

Mr P Suriano Entertainment Consulting Services 70,000 - 70,000
Marketing and '
Enterprise Pty
Limited

The Beard is responsible for determining and reviewing the remwmeration of Directors, within parameters approved by
sharcholders, and of execurives and consultants.

W
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REAL BRAND HOLDINGS LIMITED
DIRECTORS' REPORT

Options

At the date of this repart, the unissued ardinary shares of Real Brand Holdings Limnited under option are as follows:

Grant Date Date of Expiry Exercize Price Number
12,7.04 30.11.08 £0.25 3,000,000
6.12.04 30.11.08 $0.25 1,300,000

4.3.08 30.11.08 £0.25 4,000,000

9.3.05 30.11.08 £0.25 345,000

9.6.06 30.6.08 : 5010 220,000

No person entitled to exercise the Option had ar has Aty right by virtue of the Option to participate in any Share issue of any
body corporate,

Directors' Performance Shares

On 9 December 2004 the Company entered into a Share Sale Deed with Virginia Bruce and the other shareholders of Real
Brand and Business Pty Limited (REAL) to aequire all of the issued capital of Real Brand and Business Pty Limited. In
consideration for the issue, the Company will issve up to 14 million shares, if either of the performance conditions described
below are met on or by 30 Jupe 2008:

¢ The cumulative carnings before interest, taxation, depreciation and amortization (EBITDA) of REAL as recorded in
the Company’s andited accounis exceeds $5million or. .
¢ The volume weighted average price of the Company’s Shares exceeds §1 over a period of 60 days.
I the performance criteria have not been wholly met and REAL's EBITDA exceeds $imillion, the Company will allot 2
million shares of the 14 million shares. In addition, the Company will allot 3 shares for every $1 that REAL’s EBITDA
exaeeds $lmillion. A maximum of 14 million shares will be issued if the performance eriteria are met.

Virginia Bruce is entitled to 92% of any allocation of these shares.

Proceedings on behalf of the Company.

No person has applied for leave of court to hring proceedings on behalf of the Company, or intervene in any proceedings to
which the Company is a party for the purpose of taking responsibility on behalf of the Company for all or any part of those
praceedings. '

The Company was not a party to any such proceedings during the financial year.
Signed in accordance with & resolution of directors.

On behalf of the Directors

Sydney, 31% August 2007
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REAL BRAND HOLDINGS LIMITED
CORPORATE GOVERNANCE STATEMENT

The Board of Directars of Real Brand Holdings Limited is vesponsible for the corporate governance of the company. The
board monmr; the husiness affairs of the Company on hehalf of the sharsholders by whom they are elected and to whom they
are acocoun .

The Board of Directors acknowledges the Principles of Good Carporate Govemance and Best Practice Recommendations set
by the Australian Stock Exchange (*ASX") Corporate Govemance Council. However in view of the Company’s current size
and extent of the nanwre of operations, full adoption of the recommendations is currently not practical. The Board will continne
to work towards full adoption of the recommendations in line with growth and development of the company in years ahead,
Where the Compeny’s framework was different to the Principles of Good Corporate Govemance and best practice
Recommendarions set hy the Australian Stock Exchange Corporate Governanee Councl, it has been noted,

A summary of the current corporate governance praetices as adapted by the Board are as follows:

The Board of Directors
The Board of Directors carries out its responsibilities according to the following mandate:

The Board should comprise at least fhyee Directors, with at least two thirds being Non Executive Directors

The Chairman of the Board should be 4 non Executive Dirsetor

The Directors should possess a broad range of skills, qualifications and experignce

The Board should meet at Jeast on a quarterly basis, and

All available information in connection with items fo be discussed at a meeting of the Board shall be provided to each
Director prior to that meeting.

The primary responsibilities of the Board mclude:

o The approval of the annual and half yearly financial report

o The establishment of long term goals for the Economie Entity and sirategic plans to achieve those goals

»  The review and adoption of annual budgets for the financial performance of the Economic Entity and monitoring the
results on a quarterly basis.

» Ensuring that the Economic Entity has implemented adequate internal controls together with the appropriate
maonitoring of compliance activities, and

+  Ensuring that the Economic Entity is able to pay irs debts as and whes they fall due.

The company discloses the Curricuhum Vitas of each of its directors in its Annval Report.
The function of the Chairman (Richard Poale) and the other directors are separate.
Due to the size of the Company, the memhers of the Remumeration Committee and Nomination Committee are the same,
Due to the Company’s cwent size and extent of nature of operations, the following departures from Prineiples of Good
Corporate Governance and Best Practice Recommendations have ocewred:
o The majority of the Board shonld be independent. Presently the Board consiats of two non Executive Directors and

one Executive Directar. However, Richard Poole is a principal of Arthur Phillip Pty Limited, a material adviser to the
Company in the past 3 years, and is not considered independent.

12
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REAL BRAND HOLDINGS LIMITED -
CORPORATE GOVERNANCE STATEMENT

Independent Professional Advice

Ethical Standards

The Board endeavors to ensure thet the Directors, officers : .
; ! : ) and employees of the Compan wi ity and observ
highest standards of behaviour and business ethics in relation to theli;:- cirpura " activ‘;;ri‘;l: ' Y act with integrity and observe the

Specifically, that Directors, officers and employess must:

Comply with the law,

Act in the best interests of the Company

Be respansible and aceountable for their actions, and

Observe the ethical principles of faimess, honesty and truthfulness, including disclosure of potential conflicts,

% & a2 8

Trading policy

The flompgny‘s poliey regarding Directors and emplayees trading in its securities is set by the Finance Committee. The palicy
resiricts Directors and employees from acting on material information until it has been released to the market and adequate
Hme has been given for this to be reflected in the security’s prices.

Audii and Finance Committee

The Board has established an Audit and Finance Committes consisting of the following Directors:
*  Mr Richard J Poole (Chairman)
»  MrPhilip R Suriano

The names and qualifications of the Directors in the Audit and Finance Committes and the number of meetings are disclosed
in the Yearly Report.

The Audit and Finance Committee provides o forum for the effective communication between the Board and the extemal
auditors. The Commines reviews:

*  The annual and half yearly financial report prior to their approval by the Board,
¢ The effectivencss of management information systems and systems of internal control, and
¢ The efficiency and effectiveness of the external audit function.

The Audit and Finance Committee invites the Chief Financial Officer, other Directors and external auditors to attend
comminee meetings on accasion. The Audit and Finance Commitiee also meets with external auditors, as necessary,
conceming any matters that arise in connection with the performance of their role, including the adequacy of intemal contrals.
Given the significant invalvement by the Board in the operations of the business during the year, it was not deemed necessary
that the Audit and Finance Committee meat during the financial year, as all matters normally dealt with by the Audit and
Finance Committee are dealt with directly by the Board.
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REAI. BRAND HOLDINGS LIMITED
CORPORATE GOVERNANCE STATEMENT

The Audit and Finanee Comminiee requests the Company's external anditor o attend the annual general meeting and be
available to answer Shareholder questions about conduor of the audit, and the preparation and content of the auditors report.

Tiue to the Company’s current size and extent of nature of operations, the follawing departures from the Principles of Good
Corporate Governance and Best Practice Recommendations have ogcurred:

* The Audit and Finance Committee should consist of three members, the majority being independent and the
Chairperson being independent and not the Chairperson of the Board. The commitiee only consists of two mermbers,
with the Chairperson being the Chairperson of the Board and as outlined on page 12 in the Board of Directors
Section, the Directors are not considered independent.

Continnous Disclosnre

The Board and Company Secretary has been appointed as the person responsible for communications with the Australian
Stock Exchange (‘ASX’). This person is also responsible for ensyring the compliance with the continuous disclosure
requirements in the ASX listing rules and overseeing and co-coordinating information disclosure to the ASX.

The Board and the Company Secretary are responsible for the eommumications strategy to promote effective copwmmications
with Shareholders and encowrage effective participation at general meetings. The Company adheres to best practice in its
preparation of Notices of Meetings to ensure all Shareholders are fully informed.

Remuneration Committee/Nomination Committee
The Board has established 4 Remuneration Commitiee/Nomination Committee consisting of the fallowing Directors:

v MrRichard J Poele (Chairperson)
*  MrPhilip R Suriano

The Remuneration Committee reviews the remuneration policies applicable to all Directors and Executive Officers on ap a5
needed basis and makes recommendations an remuneration packages and terms of employment to the Board. Remuneration
packages, which consist of base salary, fringe benefifs, incentive schemes (mehding performance related honuses),
supersnmuation, and entitliements wpon retirement or termination, are reviewed with due regard to performance and other
relevant factors.

In order to refain and attract executives of sufficient caliber to facilitate the efficient and effactive mamagement of the
Economic Entity entity's operations, the Remuneration Committee occasionally seeks the advice of extemal advisars in
connection with the structure of remuneration packages.

Full remuneration disclosure, including superannuation entitlements, and the number of meetings of the Remmmeration
Commites is provided by the Company in its Annual Report. The Remuneration Commitiee ensutes that all equity based
execurive remuneration is made within the guidelines set by plans approved by Sharehalders.

Pue to the Company’s cwrrent size and extent of natare of operations, the following fepartarea from the Principles of Good
Carporate Governance and Best Practice Recommendations have pecurred:

¢ The Remuneration Committee should consist of three mamhers, the majority heing independent and chaired by an

independent person. The Committee only consists of two members and as owlined on page 12 in the Board of
Directors section, the Direetors are not considered to ke independent.

4
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REAL BRAND HOLDINGS LIMITED
CORPORATE GOVERNANCE STATEMENT

The Nomination Committee considers the appointment and retirsment of Non-Executive Directors on 8 case by case basis. In

doing so, the Hoard must take ipto account the requirements of Listing Rules and the Corporations Act 2001, Currently all

gmzcturs ave required to be re-elected at least every three years, and at Jeast one-third of Directors wmst retire at each Annual
eneral Meefing.

This process also includes angoing evaluation of the performance of the Board and its individuals according to the goals,
abjectives and primary responsibilities of each Director as outlined in the Board of Diractors Seetion,

Due to the Company’s current size and extent of nature of npératinns, the following departures from the Prineiples of Good
Corporate Governance and Best Practice Recommendations have ocourred:

» The Nomination Committee should consist of three members, the majority being independent and chaired by an

independent person. The Commintee only consists of two members and as ontlined on page 14 in the Board of
Directors section, the Directors are not considered to be independent.

Risk Manpagement

The Board is responsible for the Economic Entity entity’s system of intermal controls. The Board constantly monitors the
operation and financial aspects of the Economic Entity entity’s activities and considers the recommendations and advice of
external auditors and other external advisers on the operations and financial risks thas face the Economic Entity entiry.

The Board enswres that recommendations made by the external auditors and ofher external advisers are investigated and, where
considered necessary, appropriate action is taken to ensure that the Economic Eptity has an appropriate internal conmol
environment in place to manage the key risks identified.

In addition, the Board investigates ways of enhancing risk management strategies, inchiding appropriste segregation of duties
and the emplayment and training of suitably quatified and experienced personnel.

Due 1o the Company’s current size and extent of nafure of operations, the following departures from the Principles of Good
Comporate Governance and Best Practice Recommendations have accurred:

¢ The Company does not have a fall time Chiof Financial Qfficer and therefore statements are not ohtained from such
persons in relation to Best Practice Recommendation 4.1,

Crile of Conduet

As part of the Board’s cormmitment 1o the highest standards of conduct, the Economic Entity adopts a code of conduet to guide
executives, management and employees in carrying out their duties and responsibilities.

The cade of eonduct covers such matters as:

Responsibilities 1o Shareholders;

Compliance with Laws and Regulations;

Relations with Customers and suppliers;

Ethical responsibilities;

Employment Practices; and o
Respensibilities to the environment and the community.
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SNEDDONMEKEOWN

AURITOR'S INDEPENRENCE DECLARATION
UNDER SECTION 307C OF THE CORPORATIONS ACT 2001
TO THE DIRECTORS OF REAL BRAND HOLDINGS LIMITED

| declars that, to the kest of my knowladge and balief, during the year ended 30 June 2007 there have baen:

{i) no contraventions of the auditor indepsndence re uirainants ésa out i i
relaton 10 116 ault, o P ence q a8 get out in the Corporations Act 2001 in

(i) ne contraventions of any applicable code of professional conduct in refation fo the audit

SNERDON McKEOWN

/mwuabu r 3
M J MAYBURY
Fartner

30 August 2007
176 Beott Street, Newcastle NSW 2300
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Lharlaied Azcauntants Linbiliry
MR iniired by o scheme cppreved uader
f Frofessinnal Standards Legislatian.
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REAL BRANR HOLDINGS LIMITED
INCOME STATEMENT

for the year ended 30 June 2007

Fconomie Entity Economic Entity
Note 30 June 2007 30 June 2006

§ $
Révenue 2 5,550,707 2,187.833
Expenses from ordinary activiries 3 6,519,251 2.812,279
Provision for diminution in vaine of gondwill 1,700,000 1,640,744
Loss from ordinary activities before income tax tIpense

{2,628.544) (2,265,000)
Income tax expense relating to ordinary activities 5 - -
Net Loss from ordinary activities after related income tax (2.628,544) (2,265,000)
Loss antributable to minority equity interest - -
Loss attributable to members of the parent entity (2,628,544) (2,265,090)
Earnings Per Share:
Basic (cents per share) 15 (7.) (6.3)
Diluted {cents per share) 15 (7.2) (6.3)
Dividends per share - -

This page showld be read in uunju?gﬁan with the scompanying Rotes.
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REAL BRAND HOLDINGS LIMITED
INCOME STATEMENT

for the year anded 30 June 2007
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Revenue from sales or services
Other revenue from ordinary activines

Other expenses from ordinary activities

Diminution in value of loan due from subsidiary

Provision for diminution in value of subsidiary

Loss from ordinary activitles hefore Inpome tax expense
Income tax expense relating to ordinary activities

Loss from ordinary activities afeer related income tax

L.oss auributable 1o minority equity nterest

Logs attributable to members of the parent entity

Parent Company Parent Company
Nate 3 June 2007 30 June 2006
§ 5

2 8,541 28,657
3 198,750 4,099
3,343,837 -
1,700,000 428,000
(5.234,046) (404,342)

5 - -
(5,234,046) (404,342)

{5,234,048) (404,342)

Thia page showld be read in conjunetion with the accompanying notes.
I&
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REAL BRAND HOLDINGS LIMITED
ECONOMIC ENTITY BALANCE SHEET

as at 30 June 2007
Economic Enfity Econamic Entity
Note 30 June 2807 30 June 2006
$ §
CURRENT ASSETS
Cash assets 17 140,357 552,115
Receivables 6 265,178 1,240,341
Tnventary 7 63,515 -
Other 8 - 104,642
ToTAL CURRENT ASSETS : 480,050 1,897,008
NON-CURRENT ASSETS
Property, plant and squipment 9 76,399 54,197
Intangibles 11 500,000 2,200,000
TOTAL NON-CURRENT ASSETS 576,399 2,254,197
TOTAL ASSETS 1,056,449 4,151,298
CURRENT LIABILITIES '
Payables 12 540,311 1,006,614
TOTAL CURRENT LIABILITIES _ 540,311 1,006,614
NON-CURRENT LYARILITIES
Interest bearing liabilities 13 18,000 18000
ToTAL NON-CURRENT LIABILITIES 18,000 15,000
TOTAL LIARVLITIES 558,311 1.024.614
NET ASSEYS ' - 458,138 3,126,681
Equiry .
Contributed equity 14 5,983,951 5,983,951
Reserves 20,854 20,884
Accumulated losses (5,506,668) {2,878,124)
Equity atimibutable to membeys of the parent eatity ‘ 498,138 3,126,681
Ouiside equity interests - -
TorAlL EQuITY 408,138 3,126,681

This page should be read in Bﬂnjuvf;ﬁm with the acrompanying rotes,
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REAL BRAND HOLDINGS LIMITED

BALANCE SHEET

as at 30 June 2007

Parent Parent
Note 30 June 2007 30 June 2006
§ §

CURRENT ASSETS
Cash assets 17 431 532,212
Receivables : H 23,744 23,438
TOTAL CURRENT ASSETS 24,178 555,670
NON-CURRENT ASSETS
Receivables 6 - 2,844,052
Other financial assets 10 500,000 2,200,000
TOTAL NON-CURRENT ASSETS : 500,000 5,044,052
TOTAL ASSETS 524,175 5,500,722
CURRENT LIABILITIES
Payables . 12 161,389 28889
ToTAL CURRENT LIABILITIES 161,389 2,889
ToTAL LIABILITIES 161,389 2,889
NET ASSETS 362,786 5,506,833
EquiTy
Contributed equity 14 5,983,951 5,983,931
Reserves - -
Accumulated losses (5,621,164) (387,118)
ToTAL EQUITY 362,786 5,596,833

This page should he read in mim;%ﬂm with the accompanying pofes.
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REAL BRAND HOLDINGS LIMITED
ECONCMIC ENTITY CASH FLOW STATEMENT

for the year andad 30 Jupe 2007

#5876 P.D21 /052

Naote

CASH FLOWS FROM DPERATING ACTIVITIES

Receipts from customers

Government grants

Payments to suppliers and employees

Interest paid

Interest received

Income taxes paid

NET CasH FLOWS FroM OPERATING ACTIVITIES 17

Cash FLOWS FROM INVESTING ACTIVITIES
Payment for fixed assets
NET CAsH FLOWS FROM INVESTING ACTIVITIES

CasHFLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of equity securities

Fayment for share isshe cosis

Loans from related parties

NET CASH FLOWS FROM FINANCING ACTIVITIES

NET DECREASE IN CasH ASSETS HELD
Cash assets at the beginning of the vear

Cash acquired during the period ‘
CASH ASSETS AT THE END OF THE YEAR 17

Economic Feonomie
Entity Entity
30 June 2007 30 June 2000
§ 5

6,644,003 1,432,380
110,326 85,039
(7,101,157 (2,703,880)
- 28,657
(346.828) (1,147.814)
(55,930) {29,670)
{55.930) (29,670)
- 45,000
- 45,000
{402,738) (1,132,484)
552,115 1,684,599
149,357 552,115

This page showld he read in conjuncrion with the accompanying nofcs.
2



31.0CT.2007 20:41 B8l1:Z%3853606 FedExKinko's Bondi #5876 P.D2Z /052

REAL BRAND HOLDINGS LIMITED
CASH FLOW STATEMENT

for tha year andad 30 June 2007

Parent Parent
Nate 30 June 2007 0 June 2006
§ §

CASH FLOWS FROM QPERATING ACTIVITIES

Receipts from customers - -
Other - 3,578
Payments to suppliers and cmployees {40.586) (2,108
Interest paid - -
Interest received 8,591 28,657
Incame taxes paid/(refunded) : - -
NET CASH FLOWS FROM OPERATING ACTIVITIES 17 (31,995) 30,127

CaSH FLOWS FROM INVESTING ACTIVITIES

Acquisition of investments - -
Dividends received - -
Payments for investments : - -
Loans mads to other entitics - -
Repayment of Dehvors - -
NET CASH FLOWS FROM INVESTING ACTIVITIES - -

Casa FLows FROM FINANCING ACTIVITIES

Proceeds from issue of equity securities : - - 45,000
Payment for share issue costs - -
Proceeds from borrowings N N
Repayment of barrowings (499,785) (1,226,937)
NET CASH FLOWS FROM FINANCING ACTIVITIES {499,785) (1,181,937}

NET INCREASE/(DECREASE) IN CASH AssETS HELD : {531,780) (1,151.810)

Cash assets at the beginning of the year §32212 1,684,022
Cash acquired during the period .
CASH ASSETS AT THE ENP OF THE YEAR 17 431 532,212

This page should be read in mnjunzgtion with the accompanying nates.
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ITEM

Balanee at 1 Twly 2005
{saue of Shares

Loss for the year before
dimintion of goodwill

Provision for
diminution in carying
value of goodwill
Share based payments

Balance at 3) June
2006

Balance at 1 July 2006
Issne of Shares

Loss for the year before
diminution of goodwill

Frovision for
dimination in camrying
vahue of gendwill

Balance at 30 June
2007

ORDINARY  RETAINER EARNINGS EMPLOYEE TOTAL

SHARES OFTIONS RESERVE g
) $

§,938,95] (613,034) 17,774 5,343,601

45,000 - - 45,000

- (624,346} - (624,346)

- {1,640,744) - (1.640,744)

- 3,080 3,080

5,983,951 (2,878,124) 20,854 3,126,681

5,983,951 (2,878,124) 20,854 3,126,681

(928,544) - (928,544)

(1,700,000) - {1,700,000)

5,983,951 (5,506,668) 20,854 498,138

This page should be read i conjunctian with the accompenying notes.
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REAL BRAND HOLDINGS LIMITER
PARENT COMPANY STATEMENT OF CHANGES IN EQUITY

Far the yaar endad 30 June 2007

ORDINARY  RETAINED EARNINGS RESERVES TOTAL

SHARES
$ $ 8
§

Balance at 1 Tuly 20035 5,038 05} 17,224 - 5,956,175
Profit for the year - 23,658 - 23,658
Provision for diminution
in carrying value of
subsidiery - . {428,000) - (428,000)
Proceads on the issne of 45,000 - - 45,000
shares
Balance at 30 June 2006 5,983,951 {387,118) - 5,506,833
Balance at 1 Tuly 2006 5,943,95) (387,118} - 5,506,833
Proceeds on the issue of - - - -
shares
Loss for the year before - : (190,209) - (190,208)
diminution in carrying
value of subsidiary
Provision for diminution - (3,343,837) - (3,343,837)
in carrying value of Joans
due from subsidiary
Provigion for diminytion - ' {1,7060,000) - (1,700,000)
in carrying value of
subsidiary
Balance at 30 June 2007 5,983,951 (5.621.164) - 362,786

24
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REAL BRAND HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30 June 2007
17. NOTES TO THE STATEMENT OF CASHFLOWS
Reconciliation of Net Cash fromi(used In) operating activities to  Economic Entity Economie Fatity
Net losa from ordinary activities after income tax 2007 2006
$ $
Nett cash (used in) operating activities (346,828} (1,147,814)
Decrease/(Increase) in ereditors and accrued expenses 550,409 (536,519)
{Decrease)/Tncrease in receivables (1,163,911} 631,857
{Pecrease)Increase in work in progress 65.515 453,152
Employee share based remuneration - (3,080)
Depreciation {33,72B) (21,940)
Provision for diminution in value of goodwilt {1,700,00M (1.640,744)
Income tax - -
Net loss from ordinary activities after Incame Tax (2,628,544) (2,265,090)
Cash and Cash Equivalenis
Cash ¥ 149,357 552,115
149,347 552,115
Parent Farent
2007 2006
$ §
Nett cash (used in) operating activities (31,5995) 30,127
(Decrease)/Increase in trade and other payahles (158,214) (6,469)
Provision for diminution in carrying value of sybsidiary (1,700,000) (428,000)
Pravision for diminution in amounts due from subsidiary (3,343,837) -
Net loss from ordinary activities after Income Tax (5,234,046) (404,342)
Cash and Cash Equivalents
Caih * 431 §32,212
18, PARTICULARS RELATING TO CONTROLLED ENTITIES
Controlied enddes Place of Class of 2007 2006
incorp shares % %
Real Brand and Business NEW Ord 100 100
Pry Limited ' ,
Beijing Real Brand and China Ord 100 nil
Business Consulting o

Limited

a1
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REAL BRAND HOLDINGS LIMITEP
NOTES TO THE FINANCIAL ETATEMENTS

for the year ended 30 June 2007

L BASIS OF PREPARATION

The financial report is a general purpose financial report that has been prepared in accordance with Australian
Accounting Standards, including Accounting Standards interpretation, other awthoritative pronouncements of the
Australian Accounting Standards Board and the Corparations Act 2001,

The financial report of Real Brand Holdings Limited complies with all Auatralian equivalents to International Financial
Reponting Standards (ATFRS) in their entirety.

There has been no material impact of changes in these accounting pelicies.
New Aunstralian Accounting Standards

As af the date of this report there ate a number of new Awstralian Accounting Standards thar have been issucd but are
not vet effective. The company has assessed the impact of these new Australian Accownting Standards and has
conchuded that they would have na materia] impact except for those noted below: :

AASB 7: Financial Insivuments: Disclosures

AASB 7 is a disclosure standard so will have no direct impact on the amounts included in the company's financial
statements. However, the amendments will result in changes to the financial instrument disclosures included in the
company’s financial report,

The financial report covers Real Brand Holdings Limited and its subsidiary company. Real Brand Holdings Limited is a
listed public company, incorporated and domiciled in Ansiralia.

The financial report has been prepared on an acernals basis and is hased on historical costs and does pot take into
accownt changing money values or, except Where stated, curvent valuations of non-current assets. Costis based on the
fair values of the consideration given in exchange for assets,

The following is a summary of the materia} accounting policies adopred hy the company in the preparation of the
financial veport. The accounting policies have heen consistently applied, unless atherwise stated.

(a} Principles of Consolidation
A controlled entity is any entity controlled hy Real Brand Holdings Limited. Control exists where Real Brand Holdinge

Limnited has the capacity to dominate the decision making in relation to the financial and operating policies of another
entity so that the other entity operates with Real Brand, Holdings Limited to achieve the objectives of Real Brand

Holdings Limited.

A list of eontrolled entities is contained in Note 18 of the accounts.

All inter-company balances and transactions between entities in the economic entity, including any unrealized profits or
Josses, have been eliminated on consolidation, Accounting policies of subsidiaries have been changed where necessary
to ensure consistencies with those palicies applied by the parent entity.

Where controlled entities have entered or lefi the economic entity dl.gzgg the year, their operating results have been
included from the date contro} was obtained or until the date contro] ceased. ‘

Minarity equity interests in the equity and results of the entities that are controlled ave shown as a separate item in the
Economic Entity financial raptirt.

25'
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REAL BRANR HOLDINGS LIMITED
NQOTES TO THE FINANCIAL STATEMENTS
for the year ended 30 June 2007

L. Basis OF PREPARATION (CONT)
{h) Income Tax

Current incoms tax expense is based on the profit for the year adjusted for any non-assessable or disallowed items. Tt is
calculated using rax rates that have been enacted or are substantively enacted by the balance sheet date.

Deferred tax is accounted for using the balance sheet lishility method in respect of tem i isi

o rary differences arisin
between the tax bases of assels and labilities and their carrying amounts in the ﬁnmialpc;tatments. No defmeg
mcome tax will be recognised from the initial recognition of an asset or Nability, excluding a business combination,
whete there is no effect on accounting or taxable profit or Joss.

Deferred tax is caleulated at the tax rates fhat are expected 1o apply to the peviad when the asset is realised or lability
seftled. DPeferred vax is credited in the income statement except where it refates to jtems that may be credited directly to
equity, 1 which case the deferred tax is adjusted directly against equity.Deferred tax assers are recognised to the extent
ﬂ:?lg 1td!s probable that fiture tax profits will be available against which dedncrible temporary differences can be
utilised,

The amount of henefits brought to account or which may be realised in the future is based on the assumption that no

adverse change will acour in income tax Jegislation and the anficipation that the company will derive sufficient future

iaassessable incame to enable the benefit to be realised and comply with the conditions of deductibifity imposed by the
W,

(¢) Inventory and work in progress _

Inventories and work in progress are measured at the lower of cost and net realizable value. Cost of manufactired units
includes direct materials, direct labour and an appropriate partion of variable and fixed overheads. Overheads are
applied on the basis of normal operating activity, Costs are assigned on the basis of weighted average costs.

(d) Property, plant and equipment

Each class of property, plant and equipment is caried at cost or fair value, less where applicable, any accummlated
depreciation and impairment losses.

Plant and Equipment
Plant and Equipment are measured on the cost basis,

The carrying amount of plant and equipment is reviewed apnually by Directors 1o ensure it is 5ot in cxcess of the
recoverable amount of these assers, The recoverable amount js assessed on the basis of the expecied net cashflows
which will be reeeived from the assels employment and subsequent disposal. The expected net cash flows have not
been discounted to their present values in determining recoverable amounts.

The cast of fixed assets constructed within the econamic entity inchudes the cost of materials, direct labanr, borrowing
cagts and an appropriate proportion of fixed and variable overhead.

Subsequent costs are included in the assets carrying amount of recognized 45 3 separate asset, as appropriate. only when
1t is probable that the future cconomic henefits associated with the item will flow to the group and the cost of the item
can be measured reliably. All other repairs and maintenance are charged to the income statement thwing the financial
period in which they are incurred.

24
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REAL BRAND HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30 June 2007

1-

BASIS OF PREPARATION (CONT)

Depreciation

The depreciation rates used for each class af depreciablo assets are:
Class of Fixed Asset Depreciation rate

Plant and Bquipment — electrical  30-60%
Furniture 10-20%

The assets residual values and nseful lives are reviewsd, and adinsted, if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately 1o its recoverable amount if the asset’s carrying value is
greater than its estimated recoverahle amount.

Gains and losses on disposals are determined by campaning proceeds with the carrying amount. These gains and losses
are included in the income statement. When revalued assers are sold, amounts included in the revahation reserve
relating to that ssset are mransferred to the retained tamnings.

{e) Financial Instruments

Financial instruments are originally recorded at cast on trade date, which includes transaction costs, when the related

coinmctuai rights or obligations exist. Subsequent o initial recognition these instruments are measured a5 set out
below:

Financial assets at fair valne thraugh profit and loss

A financial instryment is classified in this category if acquired principally for the purpose of selling in the short term, or
if 50 designated by management and within the requirements of AASH 138: Recognition and Measwrement of Financial
stuments. Realised and unrealised gains and Josses arising from changes in the fair value of these assets are included
in the incoms statement in the period in which they arise,

Loans and Receivables

Laans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market and are stated at cost using the effective interest rate method.

Held-to-Maturity Investments

These investments have fixed manwities and it is the company’s intention to hold these investments to maturity. Any
held-ta-marurity investments held hy the company are stated at amortised cost uaing the effective interest rate method.

Available-for-Sale Financial Instruments
Available-for-sale financial instruments include any financial assets not included in the above categories. Available-for-

sale financial instnuments are reflected at fair value. Unrealised gains and losses anising from changes in fair valne are
taken divectly 1o equity. :

1
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REAL ERAND HOLRINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
for the veer ended 30 June 2007

L BASIS OF PREPARATION (CONT)
Financial Liabilities

Non-derivative financial instruments are recognised at amartised cost, comprising original debt less principal payments
and amortisation.

Fair Value

Fair value is determined based on current bid prices for all quated investments. Valuation technigues are applied to
determine the value of all unlisted securities, including recent arms length ransactions, reference to similar mstraments
and option pricing models,

Tmpairment

At each reporiing date, the company assesses whether there is objective gvidence that 3 financial instrument has been
impaired. In the case of available-for-sale financial instruments, 2 prolonged decling in the value of the instrument 13
considered to determine whether an impairment has arisen. Tmpairment losges are recognised in the income statlement.

(f) Impairment

At each reparting date, the company the company reviews the carrying values of its tangible and intangible assets to
determine whether fhere is any indication that those assets have been jmpaired. If such an indication exiss, the
recaverable amount of the asset, being the higher of the assets fair value less costs to sell and value In use, 1s compared
to the asset’s carrving value. Any excess of the asset’s carrying value over its recoverable amount is expensed fo the
income statement.

Tmpairment testing is performed annually for goodwill and intangible assets with indefinife lives, Where it is not
possible to estimate the recaverable amaunt of an individual asset, the company estmates the recoverable amount of the
cash gencrating wiit to which the asset helongs. ,

{g) Intangihles
Gandwill

Gondwill and goadwill on conselidation are initially recorded at the amount by which fhe purchase price for a busimess
or for an ownership interest in 4 controlled entity exceeds the fair value attributed 1o its net assets at daie of acquisition.
Goodwill on acquisitions of subsidiaries is included in the intangible assets. Goodwill on aequisition of associates is
included in investments in associates. Gaodwill is tested annually for impairment and carried at cost less accurmulated
impairment lasses. Gains and losses on disposal of an entity inchude the camying amount of the goadwill relating 1o the
entiry sold.

(h) Employee henefits '
Provision is made for the company’s liakility for employee henefits arising from services rendered by employees to
balance date. Employee benefits that are expected (o he seftled within one year have been measured at the amounts

expected to be paid when the liability is settled, plus velated on-costs. Emplayee benefits payable later than one year
have been measured at the present value of the estimated fuure cashflows to be made for those benefits,

8
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REAL BRAND HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
for the year anded 30 June 2007

1 BASIS 0F PREPARATION (CONT)

(1) Provisions ‘
Provisions are recognized when the group has 4 legal or constructive obligation, as a vesult of past events, for which it
15 probahle thar an outflow of economic benefits will result and that omtflow can be reliably measured.
() Cask
For the purpose of the sratement of cash flows, cash includes:
*  ¢ash on hand and at call deposits with banks or financial instimtions, net of bank overdrafts; and
*  lnvesmments in moncy market insTuments wirh Jess than 14 days to mamtity.
»  Cash floats and cash in bank.
(k) Revenne

Interest revenue is recognised on a Praportional basis taking info account the interest rafes applicable 1o the financial
assers,

Revenue from the rendering of a service is recognised npon the delivery of the service to the customers.

Royalty income is recognized on an acerial basis, when the nght to receive the income has been established,

Pividend sevenne is recognized when the Fight 1o veceive a dividend has beon established.

All revenve is stated net of the amount of goods and services tax (GST).

() Goods and Services Tax (GST)

Revenues, expenses and assafs are recognised net of the amount of GST, except where the amount of GST incurred is
not recaverable from the Australian Tax Office. In these circumstances the GST is recognised as part of the cost of
acquisition of the assot or 28 part of an item of the expense. Receivables and payables in the statement of financial
pesition are shown inclusive of GST.

(m) Comparative Figures

When required by Accounting Standards, comparative fighres have heen adjusted 1o conform to changes in presentation
for the eurrent financial year.

() Foveign currency transactions and halances
Functional and presentation cwrrency
The functional curmrency of each of the Group's entities is measured using the curency of the primary economic

eoviranment in which that entity aperatss. The consolidaled financial statements are presented in Australian dollers
which is the pavent entity’s fiunctional and presentation clrrency.

22
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REAL BRAND HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30 June 2007

1. BaSIS OF PREPARATION (CONT)

Transaction and balances

Foreign currency wansactions are wanslated into functional currency using the exchange raies prevailing at the date of
the transaction. Forsign currency monetary items are translated at the year end exchange rate. Non-monetary 1fems
measred at historical cosi continwed to be carried et the exchange mte at the date of the wansaction. Non-maonetary
iterns measured at their fair value are reported at the exchange rate af the date when fair values were determined.

Exchange differences ariging on the transtation of monetary items are recognized in the mcame statement, except where
deferred in equity as 2 qualifying cash flow ar net invesmment hedge.

Exchange differences arising on the translation of non-monetary items are recognized directly in equity 1o the extent
that the gain or loss is directly recognized in equity, otherwise the exchange difference is recognized in the income
statement. :

Group Companies

The financial resnlts and position of foreign operations whose functional cusency is different from the Group’s
presentational currency are wranalated as follows:

Assets and lishilities are translated at year-end exchange rates prevailing at that reporting date;
Income and expenses are translatod af average exchange rates for the period; and '
Rerained earnings are translated at the exchange rates prevailing at the date of the transaction.

Exchange differences arising on mranslation of foreign operations are wansferred directly to the group’s foreign
currency translation reserve in the balance sheet, These differences are recognized in the income statement in the periad
in which the operation is disposed.

Where tequired by Accounting Standards comparative figures have been adjusted to conform with changes in
presentation for the current financial year.

{0) Gelng Concern

The financial statements have been prepared on a going concern basis, which contemplates continuity of normal
husiness activities and the realization of assets and settlement of labilities in the ordinary course of business, The
econamie entity incurred an operating loss of $2.628,544 during the year ended 30 June 2007, and has net eqrrent
Nahilities of $60,261 as at 30 June 2007, The Directors believe that this is appropriate as they have taken the following
steps to resiructure and recapitalize the company:

¢ The Directors have announced a partial privatization of Real Brand and Business Pty Limited
¢ The Directors have arranged a loan facility of $405,000 to he converted info a canvertible note
»  The Directors have announced a rights issue to raise $1,463,430

Further details are outlined in Note 21,

() Critical accounting estimates and judgements:
Impairment testing

The Directors evaluate estimates and judgements incorparated into the financial repart based on histarical knowledge
and best available current information. Estimates assume 4 reasonable expectation of filure cvents and are based on
current wends and econommic date, abtained both externally and within the group. Critical estimates and judgements
relating to the impairment testing of the assets of the group are as follows:

in
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REAL BRAND HOLDINGS LIMITED
NQOTES TO THE FINANCIAL STATE
for the year ended 30 June 2007 TEMENTS

1. BASIS OF PREPARATION (CONT)

Carrying value of investment in Real Brapd & Business Pty Limited and Goodwill on Consolidation

The Directors of Real Brand Holdings Limited have conducted an impai i
¢ ! ed b an impairment testing revi carTyi

xﬂmgl"g&g" of the gaodwill on consolidation. As a result of this impairment zgsﬁuéf‘:ﬁff l?;e mv?ﬁgﬁgﬁ ::
i inVesu:;xant'?r??h(:ggggigit;ymtix)& ;i(:u;;;gg;gglg (Ozfotél; g$ﬂﬂd2 will on consolidation, and the carrying value
; ; ; + $2.200,000). In determining the fair valye of
mvestment, the Direciors have considered the length ‘;f contracts bei 4  vaiue of the

" ’ ? ‘ ked on as well as the inherent risk
associated with the delivery of thase contracts, As outlined in ev s ! e

T SRV " ents subsequent to balance date, the co has

announced a partial privatizatio ; i A t mpany he
respect of the impairmy . ent taaﬁug- of Real Bread wnd Business Piy Limitd. Virginia Bruce bas shstained from voting in

EH
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REAL BRAND HOLDINGS LIMITED
NOTES TQ THE FINANGIAL STATEMENTS
for the year ended 30 Jupe 2007

2. OTHER REVENUE FROM QRDINARY ACTIVITIES

Economic Entity
Economic Economic Parent Parent
Eantity Entity 30 June 2007 30 June 2006
3 June 2007 30 June 2006 § §
$ $

Consultancy fees 775,712 1,962,332 - -
Production revenue 4,418,887 - - -
Interest received — other B.591 28,657 8,541 28,657
Royalries 277,191 101,905 - .
Gavernment Grants 110,326 25,039 - -

5,590,707 2,187,933 B.341 28,657

3. Loss FROM ORDINARY ACTIVITIES
Feanomie Economic Parent Paremt
Entivy Entity 3 June 2007 30 June 2006
30 June 2007 30 June 2006 § $
$ $

Loss from ardinary activities before '
income tax has been determined
after:
Anditors remuneration 20,328 28,360 - -
Accounting fees 56,861 111,675 - -
Depraciation 33,720 21,940 -
Licencing fees o= £,922 - -
Production 3,302,107 221,409 - -
Travel 254,630 532,147 - -
Borrowing costs - - - -
Consulting 2,136,266 1,361,488 - -
Rent ' 165,432 59,191 . .
Office 122,680 233,388 - -
Directors 164,000 - 164,000 -
Exchange loss 39,671 - 34,459 -
Other 223,539 230,679 291 4,999
Ehare based payments - 3,080 - -
Provision for diminution in carrying - -
value of subsidiary - 1,700,000 428.000
Pravision for diminution in camying -
value of subsidiary - - 3,343,837
Provision for  dimioution  in 1,700,000 1,640,744 - -
goodwill

8216,25] 4,433,023 5,242,587 432,999

kF)
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REAL BRAND HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
far the year anded 30 June 2007

4.  AUDITORS REMUNERATION

Eeonomic Ecopomic Parent Parent
Entity Entity 3 June 2007 30 June 2006
30 June 2007 30 June 2006 $ $
$ $
Remuneration of the auditor of the )
parent éntity for:
- anditing or reviewing the financial
repart 20,325 28,360 - -
8. INCOME TAX o
Economie Economic Parent Parent
Entity Entity 30 June 2007 30 June 2006
30 Jupe 2007 30 June 2006 $ §
% $
Income tax expense - - - -

The Directars have nor capitalized any rax assels in respect of losses, as they do not believe that the conditions under
the accounting standards have been met.

6. TRADE AND OTHER RECEIVARLES (CURRENT)

Economic Economic Parent Parent
FEatity Entity 30 Jupe 2007 30 June 2006
30 June 2067 30 June 2006 § 5
$ §
Trade debtors —~ ather 15,290 32,373 - -
Trade debtors — related parties 29,073 20.073 - -
Other debtors and prepayments 220,815 45,746 23,744 23,458
Provision for doubtfis! debis - - . -
Production in progress - 453,148 - -
265,178 1,240,341 23,744 23,458
TRADE AND OTHER RECEIVABLES (NON — CURRENT)
Fconomic Economie Parent Parent
Entity Entity 30 June 2007 30 June 2006
30 June 2007 30 Ju;e 2006 s $
$
Deposits and advances - controlied
entities ' - - 3,343,837 2,844,052
Less: pravision for impairment of '
receivables - - 3,343,837 -

* - - 2,844,052

33



31.0CT.2007 20:43 B8l:Z%3853606

REAL BRAND HOLBINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30 June 2007

FadExKinko's Bondi

#5876 P.D35 /052

7. INVENTORY

At cost

8. OTHER ASSETS

Loans

9, PLANT AND EQUIPMENT

Computer Equipmeny
At cagt
Accumylated Pepreciation

Property, plant and cquipment
Al cost
Accumplated Depreciation

Reconclation of movements

Computer Equipment - Balanee at
the beginning of the year
Additions

Amortisation charge

Balance af the end of the year

Property Plant and Equipment -
Balance at the beginning of the
year

Additions

Amortisation charge

Ralance at the end of the year

Economic Economie Parent Parent
Entity Entity 30 June 2007 30 June 2006
30 June 2007 30 June 2006 8 §
$ $
65.513 -
Economic Economic Parent Parent
Entity Entity 30 June 2007 30 June 2006
30 June 2007 30 June 2006 § 5
$ $
- 1 04:642
Economic Economic Parent Parent
Entity Endiy 3 June 2007 30 June 2006
30 June 3007 30 Jure 2006 ] ]
$ $
43,133 20,392
(14,719) {4,213}
28.414 16,1789
101,69% 75,450
{53,713) {37.432)
47,985 38,018
76,399 54,197
Economic Economic Parent Parent
Entity Entity 30 June 2007 30 June 2006
30 June 2007 30 June 2006
$ $
$ §
16!'179 -
22.741 20,392
{10,506) {4,2131)
28414 16_.1179
38,018 46,486
26,298 9,278
(16,281) (17.746)
47,985 38,018

4
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REAL BRAND HOLDINGS IMITED
NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30 June 2007

10.  OTHER FINANCIAL ASSETS (NON-CURRENT)

Economic Eeonomie Parent Parent
Katity Entity 30 June 247 30 June 2006
30 June 2007 30 June 2006 § 3
$ $
Investment in controlled entities
At fair Valne - - 500,000 2.200.000
Total Invesiments - - 500,000 2,200,000
Economie Economic Parent Parent
Entity Entity 30 June 2007 30 June 2006
30 June 2007 30 June 2006
' $ $
$ §
Mavement for the year
Balance at the beginning of the - - 2,200,000 2,628,000
year
Iropairment Losses - - (1,700,000} (428,000
Balance at the end of the year - - 500,000 2,200,000

Refer to Note | for critical accownting estimates and judgements used in determining fair value and any patential
impairrnent testing of this asget. '

11. INTANGIBLES

Econemic Ecanomic Parent Parent
Entity Entity 30 June 2007 30 Jupe 2006
30 June 2007 30 June 2006 $ §
$ $
Goodwill on consalidation 500,000 2,200,000 - -
Ecnnnmic Economic Parent Parent
Entity Entity 30 June 2007 30 June 2006
30 June 2007 30 June 3006
$ 5
4 $
Moavement for the year
Balance at the beginning of the 2,200,000 3,840,744 - -
year
Amortisation charge - -
Tmpairment Losses (1.700,000) (1,640,744} - -
Ralance at the end of the year 500,000 2,200,000 - n

Refer to Note 1 for eritical accounting estimates and judgements used in determining fair value and any potential
impaivment testing of this asser.
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12,  CURRENT LIABILITIES :
Economie

Economic PFarent Parent
Entjty Entity 36 Jupe 2007 30 June 3006
30 June 2007 30 June 2006 $ $
$ $
Trade creditors ~ related parties 52422 121,822 - -
Trade credimrs - others 339,194 542,015 2,889 2,889
Trade creditors — production in
progress - 327211 - -
Sundry eveditors and accruals 148,685 15 866 158,500 -
540,311 1,006,614 161,380 2 889
13.  INTEREST BEARING LIABILITIES (NON CURRENT)
Eeonomic Econpmic Parent Parent
Entity Entity 30 June 2007 30 June 2006
30 June 2007 30 June 2006 $ $
§ $
Loans —related parties 18,000 18,000 - -
18,000 18,000 - -

a6
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14.  I5SUE OF SECURITIES

36,585,750 fully paid ord shares
Ordinary Shares

Opening Balance as at | Inly
9 Jyme 2006

Closing Balance

Options — Exercisable at 25¢,
expiry date 30 November 2008
Opening Balance

Issue of Options

Closing Balance

Employee Options — Exercisahle
at 25¢, expiry date 30 November
2008

Opening Balance

Issue of Options, 9 March 2005
Closing Balance

Employee Options - Exercisable
at 10c, expiry date 30) June 2008
Qpening Balance

Issue of Options, 9 June 2006
Closing Balance

Each ordinary share is entitled to one vote when a

of hands.
Shares:

2006

Economic Economie Parent Parent
Entity Endty 30 June 2007 30 June 2006
30 June 2007 30 June 2006 $ $
$ §
5,983,951 5.838,651 5,083,951 5 038,951
Number Number Number Number
36,585,750 35,835,750 36,585,750 35,835,750
- 750,000 750,000
36,585,750 36,585,750 36,584,750 36,585,750
8,300,000 2,300,000 £,300,000 £,300.,000
§,300,000 £.300.,000 8,300,000 3.300,000
345,000 345,000 348,000 345,000
345})00 345,000 345.000 345,000
220,000 - 220,000 -
» 2203000 - 220,000
220,000 220,004 220,000 220,000

On the 9" June 2006 the Company issned 750,000 ordinary shares at $0.06 each to Shareholders,

poll is called, otherwise each Sharcholder has one vote on a show

Qrdinary shares participate in dividends and proceeds of the winding wp of the Parent Entity in proportion 1o the

number of shares held.

Options

2006: On 9 une 2006, the Company issued 220,000 options expiring on 30 June 2008 with an exercise price of 10c.

£y}
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14.  ISSUE OF SECURITIES (CONT)

At the Shareholders™ Meetings, each ordinary share i is entitled to one vate when 2 poll is called, atherwise each

Shareholder has one vote on a show of hands.

Options:

For information relating to share options issued to key pﬂrsunnel during the financial year, refer 1o Note 19, Share-

based payments.

15,  ASSET BACKING AND EARNING PER SHARE

Net tangible asset backing (cents per share)

Rasic earnings per share (cents per share)
Earnings used in caleulation of earnings per share

Weighted average number of unils on issue

used in calculation of earnings per unit

Weighted average of aptions outstanding

Economic Economic
Entity Entity
30 June 2007 30 June 2006
s $
-G 25¢
(2,628 544) (2,265,090)
36,585,750 35,808,248
8,865,000 7.925,322

Options on issue at the end of the financial vear have not been included in the calowlation of diluted EPS as the
Company incurred a net loss for the financial year. Apy conversion of these Options would decvease the net logs per

Share, and as such, these Options were not considered dilyrive,

16. DIRECTORS AND DIRECTOR RELATED PARTIES

Directors Remuneration
V Bruce

R Poole
P Sunano

These people were also the key personnel.

3.

Economic Ecopomic
Entity Entity
30 June 2007 30 June 2006
§ §

217,654 202,400

48,000 64,000

70)000 h
338,654 266,400
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REAL BRAND HOLRINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30 June 2007

16.  DIRECTORS AND DIRECTOR RELATED PARTIES (CONT)

DIRECTORS EQUITY HOLDINGS (INCLUDYNG RELEVANT INTERESTS)

Balance Change Balance
1 July 2006 30 June 2007

Ordinary Shares

V Bruce ©,480,000 - 9,480,000
P Suriane : 212,500 - 212,500
Options

V Bruce - - -
R Pools ‘ 2,500,000 - 2,500,000
P Suriano 300,000 - 300,000

DIRECTORS AND RELATER PARTY TRANSACTIONS AND BALANCES

Transactions between related parties are an notmal commercial terms and conditions no mose faverable than those
available fo other parties unless otherwise stated.

Fconomie Economic Purent Parent
Entity Entity 30 June 2007 30 June 2006
30 June 2007 30 Juse 2006 $ $
§ §

Receivables (ses Note 6) .
Organic Brands Pty Limited 20,073 25,073 - :
Payables (see Nate 12)
Reality Energy Attitods Life Piy 32,422 22,428 - -
Limited
Entertainment Marketing & 94,694 17,694 - -
Enterprise Pty Limited .
Arthur Phillip Pty Limited 82,500 £1,400 - -

R Pocle is & director of Arthur Phillip Pty Limited during the period. During the period, Arthur Phillip Pry
Limited has provided accounting, administration, company seeretarial and management services to the
company, amounting to $136,500 (2005: $29,500).

R Poole i3 a director of Organic Brands Pry Limited during the period, During the prior year, Organic
Brands Pty Limited was provided with creative services by REAL, amounting to $26,430,
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REAL BRAND HOI-RINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
for the year ended 30 June 2007

16, DIRECTORS AND DIRECTOR RELATED FARTIES (CONT)

Aggregate amounts included in the detenmination of loss from erdinary activities before income tax that
result from wansactions with related parties are as follows:

Feonomic Extity Econamic Entity

30 June 2007 30 June 2006
$ $
Revenue : - 26,430
Fees and charges 335,654 311,985
Remuneration practices

Under the Listing Rules, the maximum fee payshle t Directors, except Non Executive Directors, may not be
increased withowt prior approval from the Company at a general meeting. Non-Executive Directors muat be paid a
fixed sum — the hoard has set the amount payable to Non-Executive Directors in aggregate at $200,000 per annum.
Presently, Pllip Suriano is entitled to receive $30,000 per annum and 300,000 Options with ap exercise price of
$0.25 per share, a vesting date of § December 2005 and expiry date of 30 November 2008,

No Nen-Executive Divector shall be paid a commission or a percentage of profits or a commission on 8 percentage of
aperating revenue, and no Executive Directar shall he paid & commission of operating revenue,

1 a Director, being willing, is called on vo perform extra services, or to make any special exertions in going or
residing abroad or otherwise for the Company, the Company may remuncrate that Director by payment of a fixed sum
determined by the Board and that remuneration may be cither in addition to or in substimtion for that Directors share
in the fixed pool of funds available to the Directars.

Each Director may also be paid all waveling and ofher expenses properly incuered by them in attending, participating
in and remurning from meetings of the Board or any committee of the Board or general meetings of the Company o
atherwise i connection with the business of the Company.

As remuneration for Virginia Bruce's services, the Company agrees 1o pay $830 per day, limited to $202,400 per
annum for the first 2 years, subject to performance review and discretiopary bonuses for performance, In addition, the
Company agrees 1o pay a nop-discretionary cash bonus to Virginia Bruce up te a total amount of $263,000 payahle
out of the profits of Real Brand Holdings Limited. The amownt of the non-discretionary bonus paid each year must
not exceed 30% of eamings before interest and rax for the year. Payment will be made progressively out of annual
profits until the full amount of the bonng is paid.

The term of agreement with Virginia Bruce is 4 years from 9 December 2004, Prior to the expiry of the term, but not
before 9 December 20086, either party may terminate the agreements by giving 12 months written notice to the other
party. The Company may, in liey of giving notice, elect to pay Virginia Bruce the equivalent of what she would have
earnt aver the 12 month periad, based on the average monthly fees eamed during the three months prior to
termination. Afler expiry of the term, the parties may agree to renew the agreement for such further term and upon
such conditions as the parries may agree. :
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. SHARE-BASED PAVMENTS

The following share based payment arrangements existed at 30 Tune 2007;

Economic Entity

Oustanding at the beginning of the

financial year

Granted

Quistanding at period end
Exercisable at period end

Parent Company

Outstanding st the begimming of the

financial year

Granted

Outstanding at period end
Exercisable at period end

No of options

Full vear 30 June 2007
Exercise price

- 565,000

565,000

565,000

No of options

Full vear 30 June 2007
Exercise price

565,000

565,000
365.000

Full year 30 June 2006
No of Options  Ex¢rcise price

345,000
220,000 10 cents
565,000

363,000

Full year 30 June 2006
No of Options  Exercise price

345,000
220,000 10 cents
565,000

363,000

The options outstanding at 30 June 2007 had a weighted average exercise price of $0.10 and a weighted average
contraciual life of 2,08 years. There were no aptions granted during the year.

Tncluded under employee benefits expense in the income statement is $nil (2006:83,080) and relates in full o equity

settled share based payment transactions.
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REAL BRAND HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
for the ysar ended 30 June 2007

20. DIVIDENDS

No dividends have been declared or paid dwving the year epded 30 Fune 2007 ar in the prior period, and the directars do
not recommend the payment of a dividend in respect of the year ended 30 June 2007.

21.  EVENTS SURSEQUENT 10 REPORTING DATE

On 13 Angust 2007, the Directors of Real Brand Holdings Limited (RBH) announced the excoution of an agreement
Péﬂl \Qrgmm Br;me for the sale of 80% of its wholly owned subsidiary Real Brand and Business Pty Limited (RBE)
¢ AgTeement).

The consideration for the sale of the 80% interest in RER under the Sale Agreement is the cancellation of all of Ms
Bruce’s shares in RBH, being 9,480,000 fully paid ardinary shares, at a deemed value of $0.04 each.

The sale is subject 10 and conditional upon RBH sharehiolders approving the proposed sale for the purpeses of the
following provisions:

(e} ABX Listing Rule 10.1 (disposal of a substantial asset);

(f) Section 256C of the Corparations Act (selective reduction of capital);
(g) Chapter 2E of the Corporations Act (related party ﬂppfoval); and

(h) ASX Listing Rule 11.1.2 (change in scalo of activities) (if vequired).

The Company has also agreed to either, in its sole discretion, assume up to $150,000 of RBB's liabilities and to lend
RBB $125,000 for working capital purposes repayable out of profits.

Given the Company’s enrrent Jack of funds, Arthur Phillip Pty Limited of which Mr Richard Poole is & director, has
agreed to arange for the provision of a $405,000 loan ta the Company. These funds will be used fo meet existing
habilities and to continue operations whilat the transaction is completed. All loans provided by RBH to RBB other than
the $125,000 loan mentioned in the preceding paragraph will be converted infe one share in RBE,

The $405,000 loan will, subject to any necessary sharchelder approval, be converted 10 a convertible note in RBH with
# face value of $405,000. The proposed material terms of the convertihle note are as follows:

() coupon rate of Reserve Bank base rate plus 2%;
{¢) aterm of 6 months, at which time it automatically converts or is redeemed; and

(f) the note is convertible into one fully paid ordinary shave (Shave) in the capital of RBH along with two options for
every one Share. Each option will be exercisable at $0.08 on or hefore 30 June 2012,

RBH will also be issuing a prospectis and completing a capiral raising of $1.463,430. The prospectus will be for an
offer of one (1) share for every ane (1) share held in the capital of the Company by way of a non-renounceable rights
issuc at an issue price of $0.04 per share to raise $1,463,430m (Rights Jssue). The funds raised from the Rights Tssue
will be used for additional warking capital, Virginia Bruce kas agreed not 1o participate in the Rights Issue.

Arthur Phallip Pty Lid, 8 company associated with Mr Richard Poole, has agreed to upderwrite the Rights Issue. The
underwriting will be subject o the performanee of swb-underwriters. It is proposed that Arthur Phillip will receive a fee
of 6% of the underwritten amavnt. The independent directors of RBH have appraved the underwriting on the basis the
terms are reasonable in the circumatances and on an anms Jength basis,
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21.  EVENTS SUBSEQUENT TO REPORTING NATE (CONT)

Chapter 11 of ASX Listing Rules

ASX has advised RBH that it mey need to obtain shareholder approval in aceordance with ASX Listing Rule 11.1.2
(change in narure and scale of activities) in arder to complete the transsction. A Natice of Meeting dealing with all
relevant issues is currently being prepaved and will include an independent expents report (for the purpose of ASX
Listing Rule 10.1) and an explanatory memarandum. These materials will be distrited to sharcholders as soon a3

practically possible.

Apart from the above, no marters or circumstances have ayisen since the end of the year which significantly affect or
may significantly affect the nperations of the Company, the results of these operations, or the siate of affiirs of the

Company in fumre financial years.

12, SFGMENT REPORTING

The business operates in one segment.

Secondary Reporting - Geographical Segments 2007 2!;06

$
Revenne
Australia 165,769 271,975
United States of America 37,191 102,685
Middle East 4,658,857 1,726,606
China 728 860 86,667
Tatal 3,590,707 2,187,933
Carrying amount of Segment Asseis
Australia 961,114 4,151,265
China 95,335 -
Total 1,056,449 4,151,295
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23 FINANCIAL INSTRUMENTS

(a) Credit risk exposures

The credit risk on financial assets of the consolidated entity which has been recognised on the statement of financial
performance, other thap investments in shares is generally the carrying amount, net of any provisiens for donbtful

debts.

(h) Tmiterest rate visk exposures

The consolidated entity’s exposure to interest rate risk and the effective weighted average interest rate by maturity
periods is set out in the following table. For interest rates applicable to each class of asset or liability refer to

individual notes to the financial statements,

Exposures arise predominantly from assets and liabilities hearing variable interest rates as the consolidated entity
intends to hold fixed rate assets and liabilities to menwity.

Rate*  Floatng Fixed | year Nop-interest  Total

interestrate ~  orless bearing
2007
Financial assets
Cash and Depasits 3% 149,357 - - 149,357
Recejvables 0% - - 265,178 265,178
Other financial assets %4 - - - -
Total Financial Assets 149,357 - 265.178 414,535
Financial Liabilities
Trade and Other creditors 0% - - 552,811 552,811
Interest bearing liabilities 6% 18,000 - - 18,000
Total financial liabilities 18.000 - 582,811 §70.811

Rate Floating Fixed ] vear Non-interest  Total

interest rate or Jess hearing
e ‘
Financial assers
Cash and Depasits 3% 582,115 - - 382,118
Receivables 0% - - 787.192 787,192
Other financial assers 0% - - 188,748 188,748
Tatal Financial Assets 552,115 - 975,940 1,328,055
Financial Lishilities
Trade and Other creditors 04 " ) 1,080,720 1,080,720
Interest bearing liabilities 6% 18,000 - - 18,000
Tatal financial liabilities 18,000 - 1,050,720 1,108,720

¥ Weighted average rate of renun

4 RESERVES

Employee Options Reserve

The Employee Options Reserve records items recognised as expenses on valuation of employee share options.
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25. COMPANY DETAILS

The registered office of the company is!
Real Brand Holdings Limited

Level 14

15-19 Bent Sweet

SYDNEY NSW 2000

The principal places of business are:
Real Brand Holdings Limited

93 Palmer Spreat
WOOLLOOMOOLOO NSW 2011

4k



31.0CT.2007 20:45 Bl:Z%3853606 FedExKinko's Bondi #5876 P.DA&T /052

REAL BRAND HOLDINGS LIMITED
PIRECTORS' DECLARATION

for the yaar ended 30 Jupe 2007

The directors of the Company declare that:

L the financial statements and notes, 43 et ont on pages 17 to 46 are in accordance with the Corporations Act 2003
and:

(a) comply with Accounting Standards and the Corporarions Regulations 2001; and
() give a nue and fair view of the financial posmm: a5 a1 30 June 2007 and of the performance for the year
ended on that date of the company;
2, the Chief Executive Officer and the Chief Financial Officer have each declared that:
(a}) the finaneial records of the Company for the financial year have been properly maintained in accordance
with Section 286 of the Corporations Act 2001,

(k) The financial statements and notes for the financial year comply with the Accounting Standards, and;
(c) The financial statements and notes for the financial year give a true and fair view;

3, in the divectors’ opimion, there are reasonable grounds to heliave that the company will be able to pay its debis as and
when they become due and payable.

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

Rl Ponle
Chairman

Sydney, 31% August 2007
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SNEDDONMCKEOWN

INPEPENRENT AURITOR'S REFORT
FOR THE YEAR ENRER 30 JUNE 2007

TO THE MEMBERS OF REAL BRAND HOLDINGS LIMITED

Report on the Financial Report

We have audited the accompanying financial report of Rea| Brand Holdings Limited (the company) and Real Brand
Holdings Limited and Controlied Entiies {the consolidated entity), which camprises the halance sheet as at 30 June
2007, and the incame stalement, statemeant of changes in equity and cash flow statement for the year ended on that
date, a summary of significant accounting policies and other explanatory notes and the directars' declaration of the
consolidated entity comprising the campany and the enfities it contralled a the year's end or fram time fo time
during the financial year.

As permitted by the Corporatiens Regulations 2001, the company has discloged information about the remuneration
of directors and executives (remuneration disclosures), requirad by Accounting Standard AASB 124: Related Pary
Pisclogures, under the heading ‘Remuneration Report' in directars’ repart and nat in the finaneial repar.

Directores’ Responsibllity for the Financial Report

The directors of the company are respensible for the praparation and fair presentation of the financial repert in
accordance with Ausiralian Accounting Standards (including the Ausiralian Accounting Inferpratations) and the
Corporations Act 2001. This respensibility includas estaklishing and maintaining internai coniral relavant to the
preparation and fair presantation of the financial report that is free from material misstatement, whether due to fraud
pr error, selecting and applying appropriate accounting policies; and making accounting estimates that are
reasengble in the circumsiances. in Nata 1, the directors alsa state, in accordance with Accounting Standard AASRE
101 Presentation of Financial Statements, that compliance with the Australian equivalents to Intemational Financial
Reporting Standards (IFRS) ensures that the financiai report, comprising the financial statements and notes,
complies with IFRS.

The directors also are responsible for praparation and presentation of the remuneration disciosuras containad in the
directors’ report in accordance with the Corperations Regulations 2001.

Auditor's Responsibility

Qur responalbility is to exprese an opinion an the financial repert based on our audit. We canducted our awdit in
accordance with Ausiralian Auditing Standards. These Auditing Standards require that we comply with relevant
athical requirements relating fo audit engagements and plan and perfarm the audit 1o oblain reasonable assurance
wheiher the financial report is free from material misstatement and that the remuneration disclosures in the
directors' repart comply with Accounting Standard AASE 124.

An audit involves performing procedures 1o abtain audit avidence abaut the amaunts and disciosures in the financial
report. The pracedures selected depend on the auditor's judgment, including the assassment of the risks of material
missiatement of the financial report, whether due to fraud or error. In making those risk assessments, the auditor
cansiders internal contral relevant to the enlity's preparation and fair presentation of the financial repart in order to
dasign audit procedures that are appropriate in the circumstances, but not for the purpose of exprassing an opinion
on the effectiveness of the entity's Intermal contral. An audit also includes evaluating the appropniateness of
accounting policies wsed and the reasonableness of accoupting estimaies made by the directors, as well as
avaluating the averall presentation of the financial repart and the remuneratien disclosuras in the directors’ report.

We peligve that the audit evidence we have obtained is sufﬂciant and apprapriate to pravide a hasis for our audit
apinion,

wﬂmmmd Actountonts
2nd floar, huntar mal) chambars 175 scom straet nawenstle nsw 2300
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SNEDDONMCKEOWN

INPEFENDENT AUDITOR'8 REFQRT
FOR THE YEAR ENDER 50 JUNE 2007

TO THE MEMBERS OF REAL BRAND HOLDINGS LIMITER (Con't)

Independence

In canducting our audit, we have compliad with the independence requirements of the Corparations Act 2001. We
confirm that the Independence declaration required by the Corporations Act 2001, provided te the directars of Real
Brand Haldings Limited an 30 August 2007, wouid be in the same terms if provided 1o the directars as at the date of
this auditor's repart- .

Auditar’s Opinion

In aur opinion:

a the financiat report of Real Brand Heldings Limited and Real Brand Holdings Limited and Cantroliad Entities
i4 in accordanca with the Corparations Act 2001, ineluding:

i giving a true and fair view of the company's and consolidated enfity's financial position as at 30
June 2007 and of their parformance for the vear ended en that date; and . _

i complying with Australian Accounting Standards (including the Australian  Accounting
interpretations) and the Corparations Regulations 2001;

h the financial raport alse complies with intemnational Financial Reporting Standards as disclosed in Note 1,
and 5

¢. g'nAa Srgn’lwggaratinn disclostres that are cantained in the directors’ report comply with Accounting Standard

inherant Uncertainty Regarding Continuation as a Gaing Concarn

Withaut qualification ta the opinion expressed ahove, atention is drawn te the foliowing matter. As a rasuli of matter
described by the Directors in Note 1(o), thare is inherent uncertainty surrounding the ability of the consolidated entity
to continue as @ going concarn and therefore realisa the asset and extinguish its llakilities in the narmal course of
business and at the amounts stated in the financial repor.

Should the conaalidated entity be unahble o achieve the matiers raferred o in Note 1(c), the cansclidated antity may

not be ahle to reglise the full vaive of ite assets and extinguish iis liahililies in the normal course of businass and at
the ampunts stated in the financial report

SNERPRON McKEOWN

ey

M J MAYBURY
Partner

31 August 2007
175 Goott Street, Newcastie NSW 2300
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REAL BRAND HOLDINGS LIMITED AND CONTROLLER ENTITY
ADDITIONAL INFORMATION FOR LISTED FUBLIC COMPANIES

For the year ended 30 June 2007

The following additional information is required by the Australian Stock Exchange. Information relating to shareholders at 2

October 2007,

(A)  DISTRIBUTION OF SHAREHOLDERS

Size of Holding Nuomber of Holders Number of Shares %
100,001 and over 28 - 31,758,000 86.80 %
10,001 - 100,000 188 4,496,250 1220 %
5,001 - 10,000 33 324,500 0.80 %
1001 - 5,000 2 7,000 0.02 %
1 - 1,000 - , - -
251 36,585,750 10000 %
(8)  THE NUMBER OF SHAREHOLDINGS HELD IN LESS THAN MARKETABLE PARCELS 15 4.
{C) 20 LARGEST SHAREROLDERS — ORDINARY SHARES
Shareholder Shares Isaued %
REALITY ENERGY ATTITURE LIFE PTY LIMITER 9,480,000 25.91 %
|RONWOOD INVEETMENTS FTY LIMITED 4,848,001 13.25 %
ARTHUR PHILLIR NOMINEES RTY LTD 3,325,000 9.09 %
BROVEST PTY LTD 2,616,250 7.16 %
M H NIGHTINGALE & GQ PTY LTR 2,317,500 633 %
MS AMANDA POOLE 1,490,000 4.07 %
MR KENNETH ALAN RISING & MRS MARIA RISING 1,017,500 2.718 %
STRATFORR GEM FTY LTE 860,000 235 %
CLOPENE PTY LTD 825,000 226%
MS CHRISTINE BARNES 800,000 219 %
CHARTER PACIFIC GORPORATION LTD 600,000 1.64 %
MR KENNETH ALAN RISING & MRS MARIA RISING 600,000 1.64 %
MORNINGTON INVESTMENTS PTY LTR S00,000 137 %
QUEVY HOLRINGS PTY LTD 300,000 0.82 %
IMPERILM NOMINEES PTY LTD 250,000 0.68 %
ME BELINDA CENDRON 230,000 0.63 %
MH LUN-SHEN CHEN 220,000 0.60 %
MR GARTH WILLIAM PERNASE & MAS SUSAN ANNE BOTICA 200,000 0.55 %
MRS MELISSA SLIRIANG 200,000 0.85 %
MR CHRISTIAN ROBERT BERNECKER 200,000 0.58 %
30,879,251 8440 %

(py  VOTING RIGHTS

There are no restrictions on vaiing rights. On 3 show of hands every member present in person, anomey, or by proxy shall have
one vate and upon 3 poll each Share shall have one vote, Qption holders have no voting rights until the Oprions are exereised.

¥ Aupt COMMITTEE

At the date of the Divector's Report, the Company has a committee of two Non-Executive Directors which meets with the
Company’s extemal anditors at least once doring sach half yvear. These meetings take place prior to the finalization of the half
year fimancial statements and Annual Report and prior to the signing of the Andit Report.
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REAI- BRAND HOLBINGS LIMITER AND CONTROLLEDR ENTITY
ADDITIONAL INFORMATION FOR LISTED PUBLIC COMPANIES (CONT)
For the yaar andad 30 June 2007

(1} TISTRIBUTION OF OPTION HOLDERS - EXERCISABLE AT 1) CENTS, EXPIRY DATE 30 JUNE 2008

Size of Holding Number of Holders Nunber of Shares %
1 - 1,000 - . i}
1,001 - 5,000 - - -
5,001 - 10,000 - - -
100,001 and over | 200,000 90.90 %

2 220,000 100.00 %

(X¥)  LARGEST OrTION HOLDERS - EXERCISABLE AT 10 CENTS, EXPIRY DATE 30 JUNE 2008

Sharcholder Shares Issued %
Paul Morgan 200,000 90.90 %
Jease Warhurg ) 20,000 9.10%

220,000 10000 %
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REAL BRAND HOLDINGS LIMITED ANP CONTROLLED ENTITY
ADDITIONAL INFORMATION FOR LIS 0
For e yoir naad arATIO EDO"IR ISTED PUBLIC COMPANIES (GONT)

(F)  DISTRYSUTION OF OPTION HOLDERS - EXERCISABLE AT 25 CENTS, EXPIRY DATE 3() NOVEMBER 2008

Size of Holding Number of Holders Number of Shares %
1 - LQUD - - -
1,001 - 5,000 R . i
3,001 - 10,000 . )
lu,m] = IODIDQD - - -
100,001 and aver 4 8,300,000 100.00 %
4 ‘2,300,000 100.00 %

(G} LARGEST OPTION HOLDERS - EXERCISABLE AT 28 CENTS, EXPIRY DATE ) NOVEMBER 2008
Shareholder Shares Issned %
Arthur Phillip Nominees Py Limited 4,000,000 48.19 %
Amanda Poole 2,500,000 3012 %
Brovest Pty Limited 1,500,000 18.07 %
Philip Suriano 300,000 .61 %
$.300.000 100.00 %

(R)  DISTRIBUTION OF OPTION HOLDERS - EXERCISABLE AT 25 CENTS, EXPIRY DATE 20 NOVEMBER 2008

Size of Holding Number of Holders Number qu Shares %
1 - ]-)OOD = -
1.001 - 5,000 - -
5,001 - 10,000 - - -
10,001 — 100,000 6 345,000 100.00 %
160,001 and over - . .
fi 345,000 100.00 %

(] LARGEST OPTION HOLDERS - EXERCISABLE AT 25 CENTS, EXPIRY DATE 20 NOVEMBER 2008
Shareholder Shares Issned %
Belinda Cendron 100,000 28,99 %
Alexandra Maze 100,000 28.09 %
Diana Kloytmans 50000 1449 %
Margie Tiernsy 50,004 1449 %
Addison Marshali 25,000 7.25 %
Alana Terry 25,000 58 %
345,000 100.00 %

5



