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MANAGING DIRECTOR’S REVIEW

Dear Sharsholder

I can sum the year up in one statement, A year of change.”

e Company ’ns aken many important and difficuit steps over the year to reflect the developn

1 currently and give us the required

suuctures for

his is demonsirated by the factlamy sging Director: The business was created and developed by the entrepreneurial
sp
o exploit such an exciting technology on truly a giobal stage. All of us it Millepede owe him a debt of gratiu is. But true to his
e business to move from its ertrepreneurial phase o 2 corporate

and drive of Vincerit De Villers, o \NIﬂ"Ol 1t his jeadership and ability we would not be in the position we are today, nor able

ude and tha

any i the way it is managed and run. Those changes have been enacted

cent’s great knowledge and ability has not been lost o the business on his

retirernent as a director He will rernain as a consultant on marketing and investor refations.

The c'hanges have also involved a ciose look at infrastructure and costs base of the business. This review resuited in some tough decisions The
ng-down of cur head count in Europe. This was aiso a reflection of Europe’s poor perfermance in the last vear We intend to

ng year We now have a cost-base and infrastructure in our

resuft is
focus pn’ncipalty on the vital sales element and new product entries in the cor
core Europe and North America that is aimed at achieving full self-f
for next year On a marketing basis the US subsidiary has alveady achieved this over the last vear and achieved its growth expectations, though

o
nvestment, but any additional capital wil

ncing during the coming year | am setting this objective for ali subsidi

does need to increase considerably This does not mean the subsidiaries will not receive fu

onal

be focused on the opening of ad nnel and new product development.
The last year has seen our expansion and reach
on a global base continue with entry into Canada,

with distribution directly on a nationa! scale, and
Southern Africa, a result of one of our
paiiner s“ups via Krene, Both these markets have
|

*

ritle-Tie™ has “Inteligent Grig”
Technology

oots Cabf: Wi T e s Tae

£

shown faster growth curves than our
marikets. This demonstrates that our ark
knowledge and entry strategies are improving.
Erico our other main partner has also started to
spread the preduct into the Asian markets.

R

5 Hhp gt .»;‘&J?CW "’.‘P‘a

We have also demonsirated on the R&D front :
TR STt A SPREIIG U LSO

that we can bring new products quickly o
market The Heavy Duty version of the Mille-Tie
has not conflicted with any existing business and

ShkesTr, the vt (Poie For esnoomaly
Sutiirgy dud purtonineg heg el rmante
g b e,

KN AN S R S48, 1

ERICO

1s starting to add significant incremental res
the business, which will be enjoyed in next year’s
business. The most significarit and exciting element
of this developrent is its use on the Fibre Optic
ish war ship the type 45
soriant elemant in the performance of this system. We hope this will lead us i

oraticn.

system of a new Bri
destroyer, where the Milie-Tie is an
of development in the coming year We are also experimenting with new versions of the tia and new channel regquirements, including retail

to a new area and channet

categories in the coming year.

[ b

rastructure and cost base to stabilise the Company: From a year of change we intend the coming yew to
believe have the right ability, and opportunifies to achieve

ve we now have the right i
e a year of performance. ool forward to leading that development with & feam |

these goals.

john Butterworth
Maraging Director

2% Septemnber 2004
PAGE |



MILLEPEDE IMTERNATIONAL LIMITED

CORPORATE GOVERNANCE STATEMENT

epede International Limited

governance. This statement summat

the administration of corporate

The following additional information 2bout the Co

s is set out on the Company's website at

wwwmillepede.com

Corporate governance disclosures and explanations;

Statement of Board and Management Functions;

Nomination Committee Charter,;

policy and procedure for selection and appointment of new directors:

summary of code of conduct for direciors and key executives:

sumrrary of policy on securities trading

Audit Commitiee Charter:

oolicy and procedure for selection of extenal auditor and rotation of audit engagement partners;

summary of policy and procedure for compliance with continuous disclosure requirements;

sumrnary of arrangements regarding communication with and participation of shareholders;

.

summary of Company's risk management policy and internal compliance and control system;

* orocess for performance evatuation of the Board, Board committees, individual directors and key executives;

Remuneration Commitiee Charter; and

* Corporate Code of Conduct.

ASX Best Practice Recommendations
The ASX Listing Rules require iisted com
ed with the ASX Best Practice Rec g
company considers that 2 recommendation is inappropriate h
not to adopt it. Where the Company cons

anies to include in their Annual Report a statement disclosing the extent 1o which 1

ong in the reporting period. The recommendations are not prescriptive and if a

ing regard o its particular circurnstances, the company has the flexibility

comply with a particular recommendation the

reasons are set out in the latter part of this

Board of Directors

The Beoard cormprises four Directors including cne executive Directon The names of each of the Directors in office at the date of this

Report. the year they were first appointed, and 5 as non-executive, executive or independent Direciors, are set out in the

Directors’ Report.

PAGE 2




ANNUVAL REPORT 2084

Independence of non-executive directors

The Board considers an independent director to be a non-executive director who satisfies the test for independence as set

box 2.1 of the ASX Best Praciice Recornmendations (“Independence Test™), The Board considers that Messrs Ray Badnali, Blair

Sergeant and Glenn Tetley meet these criteria, Messrs Badrall and Tetley have no material business or contractual refationship with

the Company, other than in their capacity as a director of the company, and no conflicts of interest which could interfere with the

exercise of independent judgement. Ace v. they are considered 1o be independent,

Mr Sergeant is a principal of the firm Anthony Ho & Associates. Anthony Ho & Associates is the registered office of the Company
2l services to the Company, Despite being a prind { Anthony Ho & Associates.
tice or the

and provides bock-keeping and company secretal
the Board notes that the fees paid to Anthory Ho & Associates are not high enough to be matenal to Mr Sergear

pra

Furthermore, the Board, in the absence of Mr Sergeant,
h are designed 10 be in the

firrn Anthony Ho & Associates and are also not material to the Comy

ars he is capable of and demonstrates that he consistently makes decisions and takes actions whi
and therefore consider person who would be eligible

consi
best interests of the Cornpany

C

to take the role of an independent director Therefore

Independent professional advice

iependent prefessional advice which provides that Directors are entitied to
es. The Company will pay the

» obtaining such advice, subject te the prior approval of the Chairman.

The Board has adopted a for

al policy on access 1o |
advice for the purposes of the proper performance of their dut

n

seek independent prefessicr

reasonable expenses associated v

Evaluation of Board performance

Dur
practice recommendation 8.1, The eval

s the reporting period an evaluation of the Board and s members was carried cut on an informal basis, pursuant to best

N process comprised of an ongoing assessment of each rember of the Board and the

Board as a whole at each meeting

Company develop. it will establish more formal evaluation procedures, including quan ve measures of performance,

Remuneration policies

The full Board carries out the functions of a rernuneration committee in accordance with the Company's Remuneration Cormmittee

required under best practice recommendation 9.2, Executive Directors and key executives are remunerated by way of a

salary or consultancy fees, commensurate with their required level of services. Non-executive Directors however receive a fixed
thly fee for their services, in accordance with the guidelines summarised by best practice recommendation 9.3, Non-executive

Directors’ fees are capped at $75.000 per annum,

PAGE 3




INTEERMNATIONAL LIMITED

CORPORATE GOVERNANCE STATEMENT (conTtp)

Retirement benefits for non-executive directors

The Company does not have any scherne relating to retirement benefits for non-executive Directors.

Board committees

The Cornpany does not presently have a separate audit, nomination or remuneration committee. The Board considers that at this stage,
> committees. The duties of such committees have been

no efficiencies or other benefits would be pained

considered and formal charters outlining the role, rights, res: and requirernents have been adopted by the Board.

ASX Guidelines on Corporate Governance

Pursuant to ASX Listing Rules the Company must provide a staterment discio
Governance Principles and the correspending Best Practice Recommendations as published by the ASX Corporate Governance Council
{"ASX Principles and Recommendations™ have beer not been followed in the reporting period. During the reporting period the

ing the extent to which the Ten Essential Corporate

Cormpary has complied with each of the ASX Principles and Recommendations, other than in relation to the matters specified below.

PRINCIPLE REF RECOMMENDATION REF NOTIFICATION OF DEPARTURE EXPLANATION FOR DEPARTURE

| i The functions - of management were

rot formally disclosed prior to the

Pricr to 30 June 2004 separate
functions of the Board and

existed  and  were

PAGE 4

Board providing its Statement of
Board and  Management Functions
on 30 june 2004.

A separate Nomination Committee
has not been formed.
Company adopted the Nomination

Ceommittee Charter on 20 June 2004

However the

management
practised prior to the formal adoption
of the Statement of Board ard
Management Functions,

The role of the MNomination
Committee is carried out by the full
Board in  accordance with the
Nemingtion Committee Charter: The
Board considers that at this stage, no
efficiencies or other benefits would be
gained by establishing a separate
Nemination Committee. Prior to 30
fune 2004, the full Board reviewed
and and
appeintment of directors on an as
required basis.

considerad the selection
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PRINCIPLE REF

3

RECOMMENDATION REF

3.1

32

4.1

NOTIFICATION OF DEPARTURE

A Code of Conduct was formalised
and adopted by the Company on
30 June 2004

The Company adopted a written

securities  trading  policy  on

30 June 2004,

Only the managing director has
provided a statement to the
Board with respect 1o the Company's
financial - reports which s not in
compliance with  bast  practice
recommendation 4.1,

A

A separate Audit Committee has
not been formed.

The Company adopted 2
Audit  Committee
30 june 2004.

formal
Charter  on

EXPLANATION FOR DEPARTURE

Prior to 30 june 2004 the Board
considers that its business pracuces,
as led by the example of Board and
key executives, were the eguivalent
of a code of conduct. These
practices are now refiected in the
Code of Conduct adopted by the
Cornpariy on 30 june 2004,

Although prior to 30 June 2004
there was no written policy, there
was an understanding as te when it
was appropriate for trading in
securities o This
understanding has been formulated
into the

occur.
Company's  written
securities trading policy.

The Company does not have a chiel
financial officer. The Company relies
on its auditors to verify matters
relating to the financial

The Board does not consider that
the Companry will gain any benefit
from a separate Audit Committee.
The full Board carries out the duties
of the Audit Commitiee. in 3o
acting. the fuli Board follows the
Audit Committee Charter adopted
cn 30 June 2004 and disclosed on
the Company's website. Prior to 30
june 2004, the full Board cenducted
a review of the Company's accounts
cn an irformal basis.

Board
accepts the responsibility of ensuring

Furthermore, the entire

the accuracy of its financial reports,

Prior to 30 june 2004 ali the Board
members considered audit issues 1o

ensure compliance with statutory

respensibi

s relating 1o accounting
palicy disclosure.

PAGE 5
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CORPORATE GOVERNANCE STATEMENT (contp)

PRINCIPLE REF  RECOMMENDATION REF

5 5.1
6 61
7 7.1
3 81
9 9.4
9 92
10 0.

PAGE 6

NOTIFICATION OF DEPARTURE

Until - 30 June 2004 there were no
written  policies and  procedures
designed 1o ensure compliance with
ASX  Listing  Rule disclosure
requirements . and accountability for

the compliance.
The Compan shareholder
communication strategy was
designed and disciosed in a formal
way on 30 june 2004

On 30 june 2004 the Company
adopted formal pelicies ang procedures
o identify financial and
operating ris
and communicale . to  the Board.
Prior to 30 june 2004 the Board had
informal polidies and procedures in place.

and 1o effectively manage

The process for evaluation cof the
Board, individual directors and key
executives was not disclosed until the
last quarter of the reporting Period.

The Company's remuneration policy
was not disclosed until 30 june 2004,

The  Company  adopted  the
Remuneration  Commiitee  Charter
on 30 june 2004,

A code of conduct was adopted
on 30 June 2004

EXPLANATION FOR DEPARTURE

informai procedures were in place prior
to 30 June 2004 which have been
formulated into the writien policies and
procedures.

The Company has a positive sirategy to
communicate with shareholders, identify
the expectations of sharehoiders and
actively promote shareholder
involvement in the Company  These
strategies have now been documented
losed on 30 June 2004

and di

Prior 1o 30 june 7004 the Board had
nformal policies and procedures in place.

The managing director was respensible
for monitoring risks and addressed this
issue as part of his monthly report to
the full Board.

The Chairman assesses the performance
of the Board, individual directors and key
executives on an informal basis. Due to
the early stage of research and
development of the Company. it is ditficult
for quantitative measures of performance
to be established.  As the Company
progresses its current projects and
market, the Board intends to establish
appropriate evaluation procedures.

Although the policy was not disclosed, it
did exist and was applied during the
Reporting Feriod.

30 June 2004 the full Board
i issues of remuneration. The

Board aiso seeks professional advice
when required.

Although until 30 lune 2004 there was
no code of conduct documented or
disclosed, the Board censidered its
business pra 5, a< led by the example
of the Board and key executives, were
the equivaiernit of a code of conduct. The
Company has now documented these

practices and principles into a written
code of conduct.
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DIRECTORS’ REPORT

and the consofidated

The Directors tr

¢ their rebort toget!

report of the consolidated entity. ¢ thereon.

Directors

The directors of the Company at any time during or since the end of the financial vear are:

Raymond Badnall

and indetendent Chainmar — appointed |9 May 2003

Non-Executr

Mr Bzdnall is one of the most highly respected and experienced senior executives in the Australian telecommunications industry. Mr Badn
spent the last 4 years as Director - Network Operations of SingTel Optus (Australia) having been headhunted by the then Cable & Wireless

2ld numerous senior pesitions spamning |1 years.

Optus from Telstra Corporation Limited, where Mr Badr

vith SingTel Optus as Director - Network Operations, he was responsible for over 1400 staff and 2 cost
bal vendors such as 1BM, HE Fuiitsu,
ions of SingTel Limited's acquisition

In M Badnall's previous posttion v
centre of up to $300m. His role inciuded high
various utilities, contractors, etc. In addition, Mr Badnall pla,
of Optus, follo A Mr Bagnail was appointed Directer of SingTel Optus (Australia).

vel negotiation of vendor contracts and tendering with g

d a significant role in the technological negotic

ng whic

John Butterworth

Mansging Director - appointed 17 May 2001,

After starting
becoming Sales and Marketing Director of their Chinese operations.

his career in retail management spending five years with Kimberty Clark, Mr Butterworth jeined Cussons for twelve years,

le for International Business Development, specifically the launching of their product into new

He then joined W40 and was respon ti
geographic markets, such as Eastern Europe. Mr Butterworth left WDA40 in {998 and launched a new maintenance spray in Eastern

Europe and a new suncare range that was sold through Boots and Asda in the UK. Mr Butterworth brings a wealth of commercial and
marketing experience to Millepede and is based in England.

Blair Sergeant

Non-Executive and Independent Director & Cornpany Secretary - appointed |3 December 2002,

Mr Sergeant graduated with a Bachelor of
WA, He i3 a member of the Chartered Institute of
s Mr Sergeant is currently [

Acco

Glenn Tetley

Non-Executive and Independent tor - appointed 14 June 2003

Tetiey worked for over 30 vears in the invesiment feld, Initially

After gaining a Bachelor of

coromics from Sydney Unive
P by the Bank of NSW (now Westpac)

nent research area, Mr Tetley moved into the area of funds management

rike

surer which became an AMP subsidiary), B frust and Morgan Grenfell.

such as MGICA (a listed morteag

Y. most recently through Huntley's Smaller Companies Guide. In later

der of

Ger

seed cap

ies where above average

software gro

run, have 3

growth can be consistently achieved ty structured, we

riche market or unique product advantage.

PAGE 7
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DIRECTORS’ REPORT (contp)

Yincent de Yillers

Managing Director ~ appointed | y 2001, resigned 8 July 2004
John Nemcovsky

Non-Executive Director ~ appointed 17 May 2001, resigned 22 September 2003

Directors’ Meetings

The number of Directors’ meetings and the number of meetings attended by each of the directors of the Company for the time the
directer held office during the firancial year are:

MEETINGS
DIRECTOR HELD ATTENDED
Mr R Badnalt 5 5
Mr | Butterworth 5 4
M- B Sergeant 5 4
Mr G Tetiey 5 4
MV de Vilers 5 5
Mr | Nemcosky 2 -

Principal Activity

The principal activity of the consolidal
and the production and marketing of the Mille-Tie product,

ted entity during the year was the development of the continuous injection modeliing techinology

Results

The result of the consolidated entity for the financial year ended 30 June 2004 was a loss of $1 547,721 (2003: $1,412,606).

State of Affairs

In September 2003, the Company issued 6,308,332 fully paid shares at 30 cents each to raise a total of $1.892,500 to be used as working
capital.

In December 2003 the Comp creased its ievel of ownership i Millepede USA Inc. from 55.9% to 24% through the issue of | mullion

shares at 3 deemed price of !

an
5

ents per share.

At year-end, in accordance with the Company’'s accounting policy :n relation to Intangible Assets and Goodwill, the carrying values of these

non-current assets were written off.

Review of operations

Refer o the Managing Director’s Review for a review of the years a¢

Dividends

The directors do not recomimend the payment of a dividend and no ameunt ha

n paid or declared by way of a dividend 10 the date

of thi Feport.

PAGE 8
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Environmental regulations

The consolidated entity's operations are not subject to any significant environmental regulations under either Commonwezlth or State

legisiation. However, the Board believes that the consolidated entity has adequate systems in place for the management of its

sents as they apply to the consclidated entity.

envirormental reg ns and is not aware of any breach of those environmental requi

Likely developments

The conschdated entity will continue to deveiop and market its techno

Further information about likely developments in the operations of the >f those operations
in future financial years has not been included in this report because disclosure of the information would likely to result in unreasonable

conselidated entity and the expected result

prejudice to the consolidated entity.

Directors’ and Senior Executives’ Remuneration

executives of the Company. Broadly, the Co

the person’s duties and responsibilities and that it is comp

Details of the nature and amount of each major element of the remuneration of each Director of the Company are:

BASE REMUNERATION NON-CASH SUPER OPTIONS TOTAL
(SALARY & FEES) BENEFITS CONTRIBUTIONS ISSUED
$ $ 1 S $
Directors
Non-executive

Mr R Badnall 40,000 - 3,600 48,000 91.600

0
M- B Sergeant 12,000 - - - 12,000

l2

0

Mr G Tetley 31,250 - - 72,000 103.25C
Mr | Nemcovsky {10,000 - - - 10,600
Executive

M} Butterworth 98,73 - - - 98,738
MrV deViliers™ 100,000 - 3,000 - 109,006
Notes

I, The farvalue of these options was calculated using the Black-Scholes model of atiributing a theoretical value to those options.

The foliowing factors and assumptions were used in determining the fair vaiue of opticns on grant date:

GRANT EXPIRY FAIR EXERCISE PRICE OF ESTIMATED RISK FREE DIVIDEND
DATE DATE VALUE PER PRICE SHARES ON VOLATILITY INTEREST YIELD
OPTION GRANT DATE RATE
4.8 cents 25 certs 285 cents 30% 5.55% N7A
3.6 cents 25 cents 26.5 cents 30% 5.55% IN{A

PAGE 9
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DIRECTORS’ REPORT (contp)

Directors’ and Senior Executives’ Remuneration (cont’d)

o purchase one ordinary share in the Company. All options expire on the earlier of their expiry

Each option entitles the hal
date or termination of the emgployee's employment.

Further details of options granted are set out under "Options” below.
2. H e Villers resigned or J, L4,
2. MrdeVilers resigned on 8 july 2004

The consolidated entity currently has no executive officers concerned in, or who take part in, the management of the consolidated
entity,

Options granted to directors and senior executives

issued ordinary shares in

During or since the end of the financial year, the Company granted options for no consideration over ur

Miilepede to the following directors as part of their remuneration:

NUMBER OF OPTIONS GRANTED EXERCISE PRICE EXPIRY DATE
Directors
M R Badnai 1,000,000 25 cents 3t December 2004
Mr G Tetley 2,000,000 25 cents 30 June 2004

Sharehoider approval was granted on 25 Novermnber 2003 for the issue of these options to directors. These options were granted to
directors for nil consideration and are in addition to the remuneration packages payable by the Company. A valuation for the options
was estimated using the Black-Scholes mode! based on parameters noted above, These options form part of the equity remuneration
paid by the Company, and have not been recognised as an expense in the statement of financial performance.

Upoen adopting Australian equivalents to Internationat Financial Reportl

required to recognise an expense for alf share based remuneraton, including options, when the securities are vested with directors or

g Standards for future reporting periods, the Company will be
SeNnior executives.
Al options were granted during the financial year. No options have been granted since the end of the financial yean

Options

Grants of options

During or since the end of the fir 1| year the Cornpany granted the following options over unissued ordinary shares:

EXPIRY DATE EXERCISE PRICE __ NUMBER OF OFTIONS
30 lune 2004 25 cents 2,000,000
31 Decembar 2004 25 cents 1,000,000

PAGE 10
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Options (cont’d)
Unissued shares under option

At the date of this report unissued ordinary shares of the Cornpany under option are:

EXPIRY DATE EXERCISE PRICE NUMBER OF OPTIONS TITLE
31 Decernber 2004 25 cents 1,000,004 Director Options
31 December 2005 20 cents 56639337 Listed Options

These options dc not entitle the holder to participate in any share issue of the Cempany or any other entity.

Shares fssued on exercise of options

During or since the end of the financial year, the Company issued ordinary shares as a result of the exercise of options as fol

NUMBER OF SHARES AMOUNT PAID ON EACH SHARE
5,000 20 cents

There were no amounts unpaid on the shares issued,

During or since the end of the financial year the following options lapsed:

EXPIRY DATE EXERCISE PRICE NUMBER OF OPTIONS
30 June 2004 25 cents 2,000,060

Directors’ Interests

The relevant interest of each Director in the shares and options issued by the companias within the consolidated entity at the date of

this report is as follows:

MILLEPEDE INTERNATIONAL LIMITED MILLEPEDE MILLEPEDE MARKETING
USA INC LTD (UK)
ORDINARY LISTED OIRECTOR ORDINARY ORDINARY

DIRECTOR SHARES OPTIONS OPTIONS SHARES SHARES

Mr R Badnall - . 1,000,000 - -

Mr | Butterworth 837,107 1031420 - - -

Mr B Sergeant I - - - -

M G Tetley'® - 250000 - - -

1. 250,000 options held indirectly by Idamanec No. 62 Pty Lid, of which M Tetley is a directon

PAGE [




MILLEPEDE IMTEERMATIONAL LIMITED

Insurance and Indemnification of Directors

nderraity and access with each of its directors and the Company Secretary.

ed by the Corporations Act against any i
intain insurance policies

d under the Deeds 1o m

i

f seven years after retirement or resignation.

for the benefit of the relevant officer for the term of the appointment and for a perfod

Inswrance

As at the date of this report no insurance policies have been enter

Events Subsequent to Balance Date

Otner than the events set cut in the financial statements, there has not arisen in the interval between the end of the finandial vear and
in the opinicn of the directors of the consolidated entity has cantly or may

the date of this report any matter or circumstance tha
significantly affect the operations of the consclidated entity, the results of those operations or the state of affairs of the consoiidated entity

in subsequent inancial years.

Sigred in accordance with a resolution of the Directors:

NG VR

R Badnali
Chairman Dated: 29 September 2004
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DIRECTORS’ DECLARATION

In the opinion of the Directors of Millepade International Limited:

and notes, set out on pages 14 1o 36 are in accordance with the Corporations Act 2001, including:

the financia

() gving a true and fair view cf the financial pesition of the Company and consolidated entity as at 30 june 2004 and of their
r cashflows, for the year ended on that date; and

performance, as represented by their operations and thes

(i complying with Accounting Standards «1 Australia and the Corporaticns Regulations 2001, and

he able to pay fts debis as and when they become due and payabie.

(b} there are reascnable grounds to believe that the Company wi

Signed in accordance with a resolution of the Directors:

(2 N DN

R Badnall
Chairman Dated: 29 September 2004
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STATEMENTS OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 30 JUNE 2004

Sale of goods revenue
Other reven

es from ordinary activities
Total revenue from ordinary activities

Changes in inventaries of finished goods
Degreciation and amortisation expenses
Ernployee expenses

Advertising and marketing expenses
Consuitancy expenses

Qccupancy expenses

ible assets

nution i invesiment in controlled entities

: ecoverability
of mter-company loans
Wi

Other expenses from ordinary aciivities

ten down value of assets disposed

Loss from ordinary activities before
related income tax

Income tax benefit relating to ordirary activities

Loss from ordinary activities after
related income tax benefit

Net amount attributable to outside equity interest
Loss attributable to members of the parent entity

Basic loss par shar

Ordinary shares

The Company's potential ordinary shares are not considered dil

share.

ements of #

The stz
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ncial performance are 1o be read i conunction witi

CONSOLIDATED COMPANY

NOTE 2004 2003 2004 2003

$ $ $ $

80,253 206,272 1348 :

71577 63.690 72.593 64,385

2 751830 269962 7294 £4.885
(133062) :

3 (158676) (82.691) (81.362)

772164y (335464)  (305576)

(137473 (247319)  (300.786)

(347085)  (169240) (160879

(84.780) (13.854) (23.469)

; (1741213 ;

: S 30478 (1790.868)

: . (312080 871076

(14376) . . A

(195797)  (142.085) (68.066) (48.179)

3 (1574964 (14053631 (1559074} (1.775.158)

g . . .

(1574961)  (1.405363)  (1559074)  {1.775.158)

5 7243 7243) - :

8 (1567721)  (1412606)  (1559,074)  {1.775.158)

21 (2.15 cents) {209 cents)

he notes 10 the

ic loss per shar

e is the same as diluted ioss per
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STATEMENTS OF FINANCIAL POSITION

FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED COMPANY
NOTE 2004 2003 2004 2003
$ $ $ 3
CURRENT ASSETS
Cash assets 8 1.399.16C 761,192 374,807 728258
Receivables 7 56347 96,101 11.208 6,854
Inventories 3 69.188 47,138 -
Other 9 4,169 1,453 1061 -
Totai Current Assets 5288464 505.894 1,337,075 735,112
NON CURRENT ASSETS
Receivables 7 - - - -
10 164.174 166,18% 19,478 20,748
ibi I - 250835 - 250.835
Dther financial 12 - 160,260 240,435
Tota! Non Current Assets 164,174 417,024 17973 S12018
TOTAL ASSETS 1,693,038 [,322718 i.566.814 {,247.130
CURRENT LIABILITIES
Payables I3 161.655 150572 47488 114,200
Interest bearing liabilities 14 13708 14,661 £091 5552
Pravisions 15 682 15,174 687 15,174
Total Current Liabilities 176,045 180,407 54,261 134926
NON CURRENT LIABILITIES
Interest bearing liabilities 12,296 28364 7856 13947
Total Non Current Liabilities 12,296 28,364 7856 13,247
TOTAL LIABILITIES 188,341 208,771 62117 148,873
NET ASSETS 1,504,697 1,114,147 1,504,697 1,098,257
EQUITY
Contributed equity 16 6,666,857 4701318 ,666.857 4701318
Reserves 17 274.706 274731 274,706 274731
Accumulated losses i8 (5436886} (3.869,145) (5.436,866) (3.877.792
TOTAL PARENT ENTITY INTEREST 1,504,697 1,106,904 1,504,697 1,098,257
Cutside ecuity interests g - 7.243 -
TOTAL EQUITY 1,504,697 1,114,147 1,504,697 1,098,257
The statements of financial position are to be read in conjunction with the notes to the financial statements,
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MILLEPEDE INTERMNATIONAL LiM

FOR THE YEAR ENDED 30 JUNE 2004

STATEMENTS OF CASH FLOWS

CONSOLIDATED COMPANY
NOTE 2004 2003 2004 2003
$ $ $ $

Cash flows from operating activities
Cash receipts in the course of operations 293,125 018 200 -
Cash payments in the course of operations (1,475028) (1.645,679) (887,674 (766.654)
Interest received 69962 65,944 65962 65946
Net cash used in operating activities 26{(p) (1,111,941 (1,309.715) (817512 (700,708)
Cash flows from investing activities
Payments for int - (17.569) - (17.569)
Loans to cont it - - (341,193 {646.618)
Payments for plant and equipment (48584} (30.637) (4,707 (25322)
Proceeds from sale of plant and equipment - 1,021 - -
Net cash used in investing activities {48554} (47.185) {345.900; {639,509
Cash flows from financing activities
Proceeds from issue of shares and options .85 1,893.500
Transaction costs for the issue of shares {77,986} -
Proceeds from bon 26,945 23750
Repayment of borrowings (17021 (13590 {5,553) (42503
Net cash provided by financing activities |,798,493 3355 |,809.961 19,500
Net increase/(decrease) in cash held 637,968  (1,343,545) 646,549  (1,370,717)
Cash at the beginning of the financial year 761,192 2104737 728,258 2098975
Cash at the end of the financial year 26{a) 1,399,160 761,192 1,374,807 728,258

The statements of cash fiows are 10 be read in conjunction with the notes to the financial statements.
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AMMUAL REPORTYT 2604

NOTES TO THE FINANCIAL STATEMENTS

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting p

(@)

(v)

©

1C))

ies adopted in the preparation of these financial state

Basis of preparation

The financial report is a gererai-purpose finandial repert, which has been prepared in accordance with Austraiian Accounting
Standards, Urgent lssues Group Consensus Views, other authoritative pronouncernents of the Australian Accounting Standards
Board and the Corporations Act 2001,

It has been prepared on the accrual basis and on the basis of historical costs and does not take into account changing meney values
or, except where stated, current valuztions of assets.

The accounting policies have been consistently applied un

Principles of consolidation
Controfled entities

The financial statements of the contro
Outside interests in the equity and results of the entities that are controlled by the Company are shown as a separate item in the

entities are included from the date contrel commences until the date control ceases,

consolidated financial staternents.

consolidation.

Revenue recognition
Revenues are recognised at fair value of the consideration received net of the amount of goods and services tax (GST).

Rendering of services
ion of the contract when the stage of

Revere from rendering of services is recognised in proportion to the stage of com

contract completion can be refiably measur e stage of completion is ass i by reference to surveys of work performed.

Interest revenue

Interest revenue is recognised as it accrues. taking into accountt the eflective yield on the financial asset.

Goods and services tax

Revenues, expanses and assets are recognised net of the amount of goods and services tax (GST), except where the amount of
GST incurred is not recoverable from the Australian Tax Office (ATO), in these circumstances the GST is recognised as part of the
cost of acquisition of the asset or as part of the e of the expense.

i the amaount of GST included.

Receivables and payables are stated wi

The net amount of GST recoverable from, or payable to, the ATO I includad as 2 current asset or hability in the statement of
i Y

francial position.
gross basis. The GST components of cashflows arising from investing

le to. the ATO are classified as operating cashflows.

PAGE 17



-
™
-
o
¢
o
53]
©

MILLEPEDE IMTERMAT

NOTES TO THE FINANCIAL STATEMENTS (conTp)

(e) Foreign currency

a1 currency at the rates of exchange ruling at the dates of the transactions,

at balance dat

e are ve rate of exchange ruling on that ¢

l”;n\l/‘{;\)n '),

ing are translated at the
s of financial performance are

The assets a .‘c< of foreign o;c,at!om including associates and jont venturers
rates of exchange ruling at balance date. Equity items are translated at historical rates. The statement

v

wanslated at a weighted average rate period taken directly to the foresign
k=1 é} 4 [=3

currency translation reserve.

operations, including associates and joint venturers, that are integrated are translated using the
c Austr

ts and liabilities for forel

The a
temporal method. [Monetary assets and liabil
date, while non-monetary items are translated at exchange rates current when the transaction occurved. Exchange differences

ies are translated fan currency at rates of exchange current at balance

arising or translation are brought to account in the statement of financial performance,

is transferred to retained

The balance of the foreign currency translation reserve relating to & foreign operation that i disposed ©

earnings in the year of disposal.

(f} Taxation

The Company adopts the liability method of tax effect acco

Income tax expense is calculated on operating profit adjusted for permanent differences between taxable and accounting income, The
wax effect of timing differences, w e from items bei 9 brought to account in diff

purposes, is carried forward in the statement of as a future income tax ben

"t vears for income tax and accou

ancial po or a provision for deferved income tax.

Future income tax benefits are not brought to account unless realisation of the asset is assured beyond reascnable doubt. Future

income tax benefits which include tax losses are only brought to account when their reahsazxon is virtually certain,

(g) Goodwill
Goodwill and goodwill on consolidation are initialty recorded at the amount by which the purchase consideration plus incidental
tle net assets acquired. Both purchased goodwill and goodvill on consolidation are

costs exceeds the fair value of the identifia

amortised on a s nt line basis over a period of 10 ye: balances are reviewed annually 1o determine the appropriateness

of the carrying values.

(h) Investments
Controiied entities

taternents at the lower of cost and recoverable arnount

Investments in controlled ent: n the Company's finang

(i} Receivables
The collectibi

ce date and specific provision is made for ary doubtful accounts.

ourits due.

are settled within 60 days and are carvied a

PAGE 18



(j) Recoverable amount of non-current assets valued on cost basis
T

of non-current assets valued on the cost basis are reviewed 1o ¢

er they are in excess of

carrying

il assel exceeds its recoverable amount, the asset is

ne carrvirg amourit of a non-a

recoverable amount at balance

written down 1o the lower amol srita-down i recognised as an expense in the net profit or loss in the reporting year in

which it occ

Where a group of assets working together supports the generation of cash inflows, recoverable amount s assessed in relation 1o

that group of assets.

In assessing recoverable arnounts of non-current assets the relevant cash fliows have not been discounted to their present value,

except where specifically stated,

(k) Leased assets
Leases under which the consolidated entity assumes substanti

i all the risks and benefits of ownership are dlassified as finance

7

leases. Other leases are classified as operating eases.

Payments made under operating leases are expensed ¢n a siraight line basis over the term of the lease, except where an alternative

basis is more representative of the pattern of benefits to be derived from the leased property.

0]
nised for amounts to be paid in the future

nd services received, Ti

le are normally

settled within 30

Acquisition of assets
All assets acguired included prope

(m

~—

ially recorded at their cost of

. plant and equipment and intangibles other than goodwill are ini
ir value of the consideration provided plus incidental costs directly attributable to

acquisition at the date of acquis
the acg
value, Transaction costs arising on the issue of equity instrume

on, being the

tion, their market price at the date of acguisition is used as fair

on. When equity instruments are iss:

are recognised directly in equity subject to the extent of proceeds

received, otherwise expensed.

{n) Depreciation and amortisation
All assets, including intangibles, have limited useful lives and are depreciated/amor

sed using the ight line method over their

estirnated useful lives, at the foliowing rates:
Plan

intar

nd equipment 10% - 33%

ibles 10% - 20%

(

=

ecessary 10 bring

Cost includes direct materials, i <

inventories

(p) Employee entitiements
The provisions for employee entitlements to wage, salaries and annual leave represent present ot

ation:s resulting frorn employees’

dated at rominzl amounts based on remuneration wage and salary rates that the

services provided up to balance date. ca
consciidated entity expects to pay.

(q) Patents and Trademarks
ents and trademaiks are brought to account at cost.

radernarks are amortised cver the vears in which the related benefits are expected to be realised The

The cost of patents an
bai

nces are reviewed annually to determine the appropriateness of the carrying values.

PAGE 19



MILLE?PE D

i
d
-
-
-~

PATIOMAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS (contp)

CONSOLIDATED COMPANY
2004 2003 2004 2003
$ $ $ $

2. REVENUE FROM ORDINARY ACTIVITIES

Sale of goods revenue 180.253 06272 1,343 -
Other revenue
Interest income 71577 62,669 71,577 62.669
Gross proceeds from sale of non-current assets - 1.021 - -
Royalty income - - 1016 2216
Total revenue from ordinary activities 251.830 269962 73.941 54,885
3. LOSS FROM ORDINARY ACTIVITIES
The operating loss before income tax benefit has been
arrived at after charging the following items:
Depreciation of:
Plant and equiprment 36222 21,888 5977 4574
Amortisation of:
Goodwill 150000 - - -
Patents, trademarks 76714 76,788 76.714
Total depraciation and amiortisation 262936 158674 82,691
White down of intangible assets 174121 - 174421
Provision for diminution in investments - - 230,176
Provision/(reversal of provision) for - - 312084
non-recoverability of inter-company foans
Operating lease rental expense 20,009 30,728 12,671 18,107
Provision for employee entitlements (14,492 (14,607) (14492) 8.123
Met (gaini/ioss on disposal of non-current assets 14,377 {176} -
Provision for doubtful debts _ 12962 . -
4. AUDITORS' REMUNERATION
Amounts received or due and receivable by the auditor for:
Auditing the accounts '
Stanton Partners 13000 8983 13,000 8983
Other auditors 8957 6,756 - -
Other services
Stariton Partners 7.200 1,200 7,200 1,200

Other auditors . - .

30,157

C
[¥al
~d
o
o)
A
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]
o
)
Lo}
e
>
o
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(a)

CONSOLIDATED COMPANY
2004 2003 2004 2003
$ $ $ $

TAXATION

Income tax benefit

Prirma facie income tax benefit calculated

at 30% (2003: 30%) on the lass from

ordinary activities 472489 421,609 467,723 532,547

4

Decrease in income tax benefit due to:
Non deductible expenses (c127 (12,159 (8.29%) (12079

Amortisation/write down of technology

acquisition, and patent costs (75.250) {23,036} (75,250) (13036)
Pravision for diminution in investments - - (69,053) (537.260%
Provision for non-recoverabiiity of

inter-company iocans - - ($3,625) 261323
Nrite down of goodwill (45.000) - - -

ht to account (342.112) (386414)
$5 - - - -

Future income tax beneft
lncome tax benefit attributable o

Estimated future income tax benefits aftributable to tax losses carried forward {cakulated ai the rate of 30%) amounting 1o

4 myflion

73y

approximately $1.38 mitlion {2003:$

} have not been recognised as an asset because recovery of tax losses is not virtualiy

cert,

The potential future income tax benefit w
the Company derives future assessable income of a nature and an amount sufficient to enable the benefit to be realised;

« the Company continues to comply with the conditions for deductibility imposed by the law: and
* no changes in tax legislation adversely affect the Company in realising the benefit.

Millepede International Limited and s controlled entities are currently reviewing the impact of tax consciidation legislation on the

roup. The dedision to implement this legislation has not vet been finalised.

CASH ASSETS

Cash at bank and on hand 54,155 63829 29,802 30.895
Bank short term deposits 1,345,005 697363 1.245005 697,363
1,399,160 761,192 1,374,807 728,258
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NOTES TO THE FINANCIAL STATEMENTS (contp)

RECEIVABLES

Current

Trade debtors
Qther debtors
Deposits and bonds

Non-Current

Loans to controjled entities

Less: provision for non-recoverability

INVENTORIES
Finished goods on hand, at cost

OTHER CURRENT ASSETS

Prepayments

10. PLANT AND EQUIPMENT

Plant and equipment, at cost

Less: accumuilated cepreciation

Reconciliation

A reconciliation of the carrying arnount for each
class of plant and equipment is set out below:

Piant and equipment
Balance at beginning of year
Addrtions

Disposais

Depreciation

Balance at end of year

PAGE 22

CONSOLIDATED COMPANY
NOTE 2004 2003 2004 2003
$ $ $ $
25987 60.389 1772
15993 35712 5436 6854
14,361 - - -
56,347 §6.101 [1.208 £,854
- - 551,774 239,650
- - (351774 {239,630}
£9,188 47.138 - -
4,169 | 463 106!

360,780 343429 30029 25322
(196,606} (177,240 (10,551) 4571
164,174 166,189 19473 20,748
166,189 218098 20,748 -
48584 30.823 4707 25322

{14,377) (344} -
(362722 (81.888) (5977 (4574)
164,174 166,189 15,478 20,748




AN AL

“EpPoRY

2004

NOTE
INTANGIBLE ASSETS

Intellectual Property
ted amaortisation

Less: accu
Less: amount written down

ents and Trademart

Less: accumulated amertisation

Less: amiount, wiit

n down

LaMOUnt wi

Goodwill
Less: accurm:

lated amortisation

Less: goodwill written off

n
0
o
pg
o

Total intangible as
OTHER FINANCIAL ASSETS

nvestments in controlied entities
Less: provisicn for diminution in investment

Investment in other entities
Less: provision for dirinution in investment

Total other financial assets

PAYABLES

Trade creditors

Loan from controiled entity
QOther creditors and accruals

CONSOLIDATED

2004

2003

2004

COMPANY

2003
$

302813
(127.596)

75217

80.781
(41418)
(39.363)

(25.350)

80,781
(25.350)

0
~1

|
S e

<
0
Ry TN
"

451,081 501,081 - .
(5.354) (5,354 . -
(£45.727) (495,727) .
250,835 - 250.835

. - 2IBI303 2031303
- - 2021043)  (1.790858)

- - 160.260 240435
192,567 192567 192,567 192,567
(192.567) (192,567) (192.567) {192.567)
160,260 240435

121247 3972 17984 73891
- - - 9,109

40408 26,600 29504 11,200

161,655

{50572

114,200
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NOTES TO THE FINANCIAL STATEMENTS (contp)

CONSOLIDATED COMPANY
NOTE 2004 2003 2004 2003
$ $ $ $

INTEREST BEARING LIABILITES
Current
Lease Liabilities {Note 23) 13708 {466 6091 5557
Non-current
Lease Lia 12,296 28364 7,856 13947
PROVISIONS
Provision for employee entitlernents £82 15,174 682 15.174
The controlled entity has | equivalent full time employee as a1 30 June 2004 (2003 5).
CONTRIBUTED EQUITY
SHARE CAPITAL 2004 2003

paid ordinary shares

2004

NUMBER

OF SHARES

Balance at beginning of vear 67452348

6.308,332
1,000.0C0

Shares issted pursuant to a prospecius
Shares issued 1o increase interest in Mitlepede USA Inc.

Exercise of listed options at 20 cents each 5,000
Capital raising costs -

2003
NUMBER
OF SHARES

67452348

o
~~d
<O
w
@

e
(a3
&

o

]

O O W
[
<o

[
(2]

—
~~d
3 —
Q0
o

bl

4701312

A
o
&
_O\
O IND
%}
~

Options

The following options to subsciibe for ordinary fully paid shares are outstanding at balance date:

+ 56,639,337 options exercisable at 20 cents each on or before 31 Decemnber 2005: and

« 1,000.0G0 optians exercisab!

e at 25 cents each on or before 31 December 2004,

The following options to subscribe for ordinary fully paid shares were grarted during the year:

* 2000000 options exarcisable at 25 cents each on o
00

.]r

o

i at 25 cents each on or't

00,000 options exera

The following options to subscribe for ordinary fully paid shares were exercised dur

* 5,000 options exercisable at 2C cents each on or before 31

> 30 June 2004; and

fore 31 December 2004

ing the vear:

[December 2005,

The following options to subscribe for ordinary fully paid shares lapsed during the year:

~J

« 2,000,000 options exarcisable at 25 cents sach on or before 30 juna 2004,
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ANMUAL REPORT 2844
CONSOLIDATED COMPANY
2004 2003 2004 2003

RESERVES

Option premium reserve

Option Premium Reserve

Balance at beginning of year
Exercise 5,000 options at 20 cents each on
or before 31 December 2005

274,706 274731 274,706 274,731
274731 274731 274731 274731

(25) - (25) -
274,706 27473 274,706 274,73

Nature and purpose of reserve

The option premium reserve records the proceed

exercised, the option premium is treated as 2 capital gain for ¢

ACCUMULATED LOSSES

Balanice at beginning of year
Net loss attributable to members of the parent entity

from the issue of op
amounts recorded in the option premium reserve are transferred to con

NS tan purposes.

ions over ordinary shares. Upon:

exercise of these options,
‘buted equity. In the event that the options are not

Balance at end of year

QUTSIDE EQUITY INTERESTS

Qutside equity interests in controiled entities comprise:
Interests in accurnulated losses at the beginning of the financial year
Net adjustment o cutside equity interest

(3R69.145) (2456539 (3877797} (2102634)
(1567721)  (1.412606)  (1559.074)  (1.775.158)
(5436866)  (3869.145)  (5.436866)  (3.877.792)

2004 2003

(7.243)
7.243
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MILLEPEDRDE IMTEARMNATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS (conTp)

20. SEGMENT INFORMATION

Segment results, assets and liab ¢ to a segment as well as those that can be allocated on a

reasonable Dasis. Unallocated

Geographical segments
In presenting information on the basis of geographical segments. segment

customers. Segment assets are based on the geographical location of the assets.

PRIMARY REPORTING

GEQOGRAPHICAL
SEGMENTS AUSTRALIA UK Usa ELIMINATIONS CONSOLIDATED
$ $ $ $ $
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
Revenue

Exterral segment

revenve 1,342 - 117,188 - - 80253
1016 240000 . - EL014) -
- 151857 357,188 FHES {181.01%) 80253 2073293
5 reverue 74577 L1868
TYotal Segment
Revenue 351,830 269,962
Result
Se (408,069) (314,141 {94.008) 542,240 -
U cated ftermns 4165100 (209.513)
Net loss {1.574964) (1.405.343)
(82691 {81,364} {25612 (46,6300 16.633) {30.684; - - {112956; (158.676;
{150,000y
Net depreciation
and amortisation 262,938} (158676}
Assets
1564814 222885 318244 162497 {1259.920) 1693038 524,640
corparaie aseets
Consolidated
total assets P 4%3038
Liab
Consolidated total
liabilities { &4 (3 {38£.056) {77790 556,292 {208,

the consolidated entity is the developrmert, production and marketing of the Mille-Ties technology. More than

90% of the experises and ioss from ordinary actvities and segm o these operations.
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21. LOSS PER SHARE

CONSOLIDATED
2004 2003
Basic loss per share (in cents) (2.1 (209} cents
NUMBER NUMBER
ighted average number of ordinary shares used as the
denominator in the calculation of basic loss per share 725838344 67,452,348
The Company's potential ordinary shares are not considered dilitive and accordingly basic loss per share is the same as diluted loss

per share.
22. FINANCIAL INSTRUMENTS DISCLOSURE

Interest rate risk exposure

Cash is comprised of funds held in commercial bills of $1,345,005 (2003: $697.363) maturing on 5 july 2004 and paying interest at
30 June 2004 of 502% (2003:4.76%) per annum, Other funds of $54.155 held n fl*e\_ue and business management accounts during
g between 0% and 1.3% per annum, depending on account balances.

the vear earned interest at rates ra:

Other than cash, ail of the Company's financial assets are non-interest bearing.

Credit risk exposures
Credit risk represents the loss that would be recognised if counterparties fail to perform as contracted.

The credit risk on financial assets and liabilities of the consolidated entity which have been recognised on the Statement of Financial

Position, is the carrying amount, net of any provision for doubtiul

The consclidated entity is no

Foreign exchange risk exposure
The consclidated entity is exposed to exchange rate fluctuat
being in both United States deliars and English pounds. Thercfore, movement

fthe consciidated entity
in ;he rate of exchar‘,gc between the United States

rues and expenses

v dollar as well as between the English pound and the Australian doliar will affect both reve

rand the Austra
ated in those foreign curren

denormnir

Net fair values of financial assets and liabilities
littes included in current assets and liabilities in the Staternent of Financial Po

are carried at amounts

irnate net fair values.

PAGE 27



MILLEPEDE IRTEENATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS (contp)

22. FINANCIAL INSTRUMENTS DISCLOSURE (cont'd)

Net fair values of financial assets and liabilities (cont'd)

The carrying amounts and net e of financial assets and ies a5 at the reperting date are as follows:

2004 2003
CARRYING NET FAIR CARRYING NET FAIR
AMOUNT YALUE AMOUNT VALUE
Financial assets
Cash assets 1,399,160 1,399,160 761,192 761,192
Receivables 56,347 56,347 96,101 96,101
Financial ligbilities
Payables 161,655 161,655 150,572 150572
Lease labilities 26,004 26,004 43,025 43,025
Employee berefits 682 682 15,174 15.174

23. COMMITMENTS

Management Commitments
The Company has a consultancy agreement with Mr | Butterwarth at a fixed annual fee of $100,000 for 2 period of three years,

or a
effective from 23 August 2001, At 30 June 2004, the unexpired portion of this agreement amourted to $14.000.
CONSOLIDATED COMPANY

2004 2003 2004 2003
$ $ $ $

Non-cancellable operating lease commitments
Future operating lease commitments not
provided for in the financial statements and payable:

Within cne vear 1,218 2,000 1,218 2.00C
One year or later and no later than five vears 558 - 558 -
1,776 2,000 1,776 2,000
Finance lease payment commitments
Finance lease payment commitments are payable
Within cne year 16,440 18,244 7434 7131
One vear or {ater and no fater than five years 13,606 32629 8320 15452
Less: Future finance lease charges (40423 {7.848) (1504 {3084
26,004 43025 132947 19,459
Lease liabilities provided for in the fnancial statements:
“urrent (Note 14) 13708 14,661 6091 5552
Non current (Note [4) 12296 28384 7.856 13547
76004 43025 13,247 19,499
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24. CONTROLLED ENTITIES
Particulars in relation to controlled entities

Parent entity
Millepede International Limited

Controfled entities
Millepede Marketing Ltd (UK}
Millepede USA Inc

Acquisition of additional equity in controlled entities

During the financial year the Company increased its level of ownership in Mill

PERCENTAGE OWNERSHIP

2004 2003

% %
970 970
94.0 559

COST OF INVESTMENT

2004 2003

$ $
[,541.895 1,541,895
£39,408 489,408

ede USA Inc. ("MUI} from 55.9% to 94% through

the issue of 1,000,000 shares at $0.15 per share to minarity shareholders of MULThe fair value of assets acquired was as follows:

Cash assets
Receivables
Inventories

Piant and equipment

Payables

2004 $
1,595
18,304
5896

12,442

(141,123
{102.886)
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MILLEPEDRE MATIOMAL LIMITED

25.

NOTES TO THE FINANCIAL STATEMENTS (contD)

DIRECTOR AND SPECIFIED EXECUTIVE DISCLOSURES

Remuneration of specified directors and specified executives by the consolidated entity

s ara remunerated by way of a salary or consultancy fees, commensurate with their required

Executiv

ievel of services. Non-executive Directors receive a fixed monthly fee for ther services,

The Board has not formally constituted a nomination committee or remuneration cormnmittee. The whole Board conducts the

functions of a nomination comm 4 remunera

SIS

The Cornpany does not have any scheme relating to retirement benefits for non-executive Directors,

Refer to Note 23 for detalls on the financial impact in: future periods resulting from firm commitments arising from non-caricell
contracts for services with specified directors.

The following table provices the details of ail divectors of the Company (“specified directors”) and the nature and amount of the

eir remuneration for the year ended 30 June 2004. The cor

elements of ¢ lidated entity currently has no executive officers

concerned in, or who take part in. the management of the consclidated entity.

PRIMARY POST- EQUITY OTHER
EMPLOYMENT COMPENSATION COMPENSATION
Salary & fees Non-monetary Super- Yalue of Value of Insurance Total
benefits annuation shares options® premiums
benefits
$ $ $ $ $ $ $

Specified directors

Norr-executive

R Badnalt - - 48.00C 91,600
- - - - 3633

Sergeant - - - - - 12,000

- - - - 6.000

Erecutive

Butterwort 20

aptions was

o

of these option:

fair value of th
b

cial Perforrmance.

have not been expensad to the Staternent
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25. DIRECTORAND EXECUTIVE DISCLOSURES (cont’)

Equity instruments

s over equity instrurnents granted as remuneration

Cptions and rig

ary shares were granted and vested during the current year:

During the reporting pericd. the following options over ordir

NUMBER OF CLASS A NUMBER OF CLASS B NUMBER OF OPTIONS
OPTIONS GRANTED OPTIONS GRANTED VESTED DURING
DURING THE YEAR DURING THE YEAR THE YEAR
Specified directors
My R Badnall 1,000,000 - 1,000.000
Mr G Tetey - 2,000,000 2.000,000

Class A Options granted in the current year were granted on 3 December 2003, have an expiration date of 31 December 2004,

an exercise price of $0.25 per share, and fair value of $0.048 per option at grant date. Class B Options granted in the current year
were grarted on 3 December 2003, expired on 30 June 2004 had an exercise price of $0.25 per share, and a fair vaiue of 50036

per option at grant date.
No options have been granted smce the end of financial year The options were provided at no cost to the recipients,

The following factors and assumptions were used in determining the far value of eptions on grant date:

GRANT EXPIRY FAIR YALUE EXERCISE PRICE OF ESTIMATED RISK FREE DIVIDEND

DATE DATE PER OPTION PRICE SHARES ON YOLATILITY INTEREST YIELD
GRANT DATE RATE

3-Dec-02 31-Dec-04 4.8 cents 25 cents 26.5 cents 30% 555% N/A

3-Dec-03  30-Jun-04 3.6 cents 25 cents 26.5 cents 30% 5.55% N/A

Ogtion holdings
Class A Options
g period in the number of options over ordinary shares exercisable at $0.25 on or before 31

The movement duri in

2 the report

December 2004 held, directly, indirectly or beneficially by each specified director including their personally-related entities, is as
follows:
HELD AT GRANTED AS EXERCISED OTHER HELD AT

1 JULY 2003 REMUNERATION CHANGES* 30 JUNE 2004
Specified directors
Mr R Badnall - 1,000,600 - - 1.000.000
M} Butterworth - - - - -
MrV de Villers - - - -
M B Sergeant - - - - -
Mr G Tetley - - - . }
M| Nemzovsky - . - - -

All opticns vested on the date of issue. No options held by specified directors are vested but not exercisable.

forfeited durng the year.
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MILLEPEDE INTERMATIONAL LIMITED

NOTES TO THE FINANCIAL STATEMENTS (contp)

25. DIRECTORAND EXECUTIVE DISCLOSURES (cont’d)

Class B Options

The movement during the reporting period in the number of options over ordinary shares exercisable at $0.25 on or before 30
June 2004 held, directly, ind

, or beneficially by each specified director ing their personally-related entities, is as foliows:

HELD AT GRANTED AS EXERCISED OTHER HELD AT
I JULY 2003 REMUNERATION CHANGES* 30 JUNE 2004

Specified directors
Mr R Badnali - - - - -
Mr | Butierworth - - - - -
MrV de Villers - - - - -
Mr B Sergeant - - - - -
Mr G Tetiey - 2000000 - {2.000,000) -
Mr | Nemcovsky - - - - -

issue. No options heid by specified directors are

d but not exercisable,

Ali options vested on the date o

*Other changes represents the net movement in options that were issued, expired or were forfeited during the year

Options

ber of opticns over ordinary shares exercisable at $0.20 on or before 31

The movement during the reporting pericd in the
December 2005 held, directly, indirectly or benefici

ly by each specified director inciuding their perscnaliy-related entities. is as

follows:

HELD AT GRANTED AS EXERCISED OTHER HELD AT DATE HELD AT
1 JULY 2003 REMUNERATION CHANGES* OF RESIGNATION 30 JUNE 2004

Specified directors
Mr R Badnati - - - - N/FA -
Mr | Butterworth(l} 673920 - - 402,500 N/A 1,081,420
MrV de Villers(2) 17,500,000 - - {16,400000) N/A £,1C0.000
Mr B Sergeant - - - - INEA -
Mr G Tetley 250,000 - - - N/A 250000
Mr | Nemcovsky 17.500000 - - - 17,500,000 N/A

specified directors are vesied hut not exercisable.

Al options vested on the date of issue. No options held by

*QOther changes represerits the net movement in options that were issued, disposed. expired or were forfeited during the vean
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25.

The movement dur

DIRECTOR AND EXECUTIVE DISCLOSURES (cont'd)

Equity holdings and transactions
the reporting pel

n the number of ordinary shares held. directly, indirectly or beneficially by each specified

s, is as follows:

director including their personally-related ent

HELD AT PURCHASES RECEIVED ON SALES HELD AT DATE HELD AT
I JULY 2003 EXERCISE OF OF RESIGNATION 30 JUNE 2004
OPTIONS

Specified directors
Mr R Badrall - - - - N/A -
Mr | Butterwaorth . 837,107 - - NiA 837.107
MrV deVillers® 34,766,667 2,793,600 - (34.113334) N/A 3446933
Mr B Sergeant f - - - N7A |
Mr G Tetley - - - - N/A -
Mr | Nemcovsky 34,113,334 - - - 34113334 NIA

ity, disposed of its share and option hoiding in Millepede
! g
- Butterworth acguired 727,107

I, Dur

International Limited by way of an in specie d

ts shareholders. As a result
shares and 407,500 options by way of this in specie distrib )

2. Asaresult of the MHL in specie distribution, 34,113,334 shares and 17.500.000 options in the Company held indirectly by Mr

e disposed. Furthermare, Mr de Villers acquired 2.793.600 shares and 1,106,000 options by way of this in specie

de Villers wer

distribution.

Other transactions with the Company or its controlled entities

A number of specified directors or thetr personall

-related entities, hold positions in other entities that result in thern having contral

or significant influence over the financial or operating policies of those entities.

A number of those entities transacted with the Company or its subsidiaries during the financial year The ferms and conditions of

those transactions were no more favourable than those available, or which might reasonably be expected to be available, on simitar
transactions to unrelated entities on an arm's length basis.

The aggregate amounts recognised during the year relating to specified directors or their personally-reiated entities, were tota!l

expense of $26,161. Details of the transactions are as follows:

TRANSACTION NOTE 2004 §
Specified directors
Mr | Butierworth Marketing 1161
My | Nemcovsky Administration and management support 15,000

There were no liabilities at 30 june 2004 in relaton to the above transactions.
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MILLEPEDE IMYTERMATIONAL LIMITED

26.

NOTES TO THE FINANCIAL STATEMENTS (contp)

NOTES TO THE STATEMENT OF CASH FLOWS
CONSOUIDATED COMPANY
2004 2003 2004 2003
$ $ $ $

(a) Reconciliation of cash
Cash at the end of ¢

he financial year as shown in

w0 the

related jtems in the statement of firancial position as follows:

the statement of cash flows i recondt

Cash assets 1,399,160 761192 1,374,807 728,258

(b) Reconciliation of loss from ordinary activities after
income tax to net cash used in operating activities

Loss after income tax (1.574364)

~
N
[
[l
[o8]
o~
i)
N
o~
o]
i
0
[«
™
B
~J
~4
L
%
[es]

ss) non-cash items
Amaortisation of goodwill 150,000 - -

Provision for dirinution in investments - - 230,176 790,868
Amartisation of patents. trademarks 76714 76788 76714 76,788
Write down of intangible assets 174,421 - 174,124 -
Depreciation of plant and eguipment 36,222 81388 5977 4574
Provision for non-recoverability of inter~company loans - - 312,084 {871,076}
(profit)y on sale of non-current assets 14377 {178} - -
Amounts set aside to provisicns (14492 (14,607} {14492 8,123
Net cash used in ordinary activities before
change in assets (1,138022) (1,26147C) (774,494 (765.881)
Change in asse
Decrease/(increase) eivables 39754 (15.387) (4.35%) 3973
Decrease/(increase) in inventories (22050) iC.108 - -
Decrease/(increase) in prepayments (2.706) 11014 (1,061) 12,477
Increase/{decrease) in payables 11.083 (53,804} {(37,603) 48723
Net cash used in operating activities (1111945 {1.309.539 817512 (700.708)

() Reconciliation of loss from ordinary activities after income tax to net cash used in eperating activities
During the year the Company allotted 1,006,000 ordinary fully paid shares at a deemed price of 3015 per share (o increase its

sharehoidi ated Statement of Cash Flows,

ted in the Cons

epede USA, Inc. This transaction is not reft
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27. EVENTS SUBSEQUENT TO BALANCE DATE

Th
of a material and un
of the consolidated e

incial year and the & ansaction or event

te of this report any itern,

of the consolidated entity, 1o affect
e of affairs of the consolid

significantly the operations
ated entity, in future finan

28. IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS

For reporting periods beginning on or a uary 2005, the Company must comply with International Financial Reporting

Standards (IFRS) as issued by

the Australian Accounting Standards Board (AASE).

This financiai report has been prepared in accordance with Australian accounting standards and other financial reporting
merts (Australian GAAP). AASB 1047 Disclosing the Impacts of Adepting Australian Equivalents to International Financial
rration about the impact of anyicha

requ
Reparting Standards' requires financial reperts to disclose
ion pericd leading up to the adoption date. This standard applies to mterim and annual reporting periods from 30 June 2004
and ceasing to operate on the first-time adoption of Australian equivalents to IFRS,

ges in accounting pelicies in the

focated internal rescurces and in coniunction with s auditors is assessing those accounting poiicies

he transition to IFRS. Priority has been given to the consideration of the impact of

Subseguently the Company has
and key areas that are ikely to be impacted by

e Australian equivalents to IFRS and the preparation of a statement of financial position In accordance with those Australian
the Austral q ts to IFRS the prep f t f i posit d h those A

i

equivalent standards as at 3C jure 2004. This will form the basis of accour

ting for Austraia equivalents of IFRS in the future, and is

required, when the Company prepares its first financial report, in accordance with IFRS, for the year ended 3C June 200¢.

Pursuant to AASB 1047 the Company must provide a statement disclosing the key potential implications of the conversion to IFRS

for reporting periods from | Jaruary 2005, The Company sets out below an explanation of the significant accounting policies which

ith IFRS. These changes in accounting policias

will change and which may impact on future financal reports prepared in accordance w
will be recognised by restating comparatives rather than making current year adjustments with note disclosure of prior year effects.

Taxation

Under the Australian equivaient to 1AS 12 "Income Taxes™, a "balance sheet approach” will be adopted for calcuiating taxation,

replacing the “statement of fnancial performance approach”. This method recognises deferred tax balances for ail temporary
differences arising between the carrying value of an asset or lab its tax base. Whilst there will be enhanced disclosure of

the compasition of the deferred fax assets and labifities it is not expacted that there will be any significant impact in terms of the

statements of finandial postion or performance.
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NOTES TO THE FINANCIAL STATEMENTS (contp)

28. IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS (cont'd)

Financial Instruments
Under AASR 139 "Financial I
five categories and to be measuraed based

wili be required to be classified into

-uments: Recog

s and basis of measurement are:

[a)

« financial asset or financial liability measured at fair value through the statement of financial performance;

+ held to maturity investments measured at amortised costs, subiect 1o impairment;

* loans and receivables measured at amortised cost, subject to impairment;
+ available for sale assets measured at fair value with changes in fair value measured directly in equity: and

» financial fability measured at amortised cost.

This will result in a change in the current accounting policy that does not dla financial instruments.

Share based Payments
The Ce
Payrme

spany currently does not ued to directors and employees. Under AASB 2 Share Based

‘ecognise an exgense for options

ognise an expense for all share based remuneration, induding options, and will

, the Company wili be ired to

tise those expenses over the relevant vesti

Intangible Assets
Under the Au
useful lives m usetul lives.

‘intangible Assets”, intangibl

internally gener: ities

expenditure on research must be expensed when it is incurred.

115 not expected 1o impact. st iy on the Company’s equity.

Impairment of Assets
Under the Australian equivaient to IAS 36 "impai
of net seiling price and value in use. This will result in a change in the Company’s current accounting pelicy which determines

is determined as the higher

recoverable amount of an asset on is of undiscounted cash flows. Under the new policy it is likely that the impairment of

ed sooner an

assets wiil be recogn amount of write downs will be greater
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INDEPENDENT AUDIT REPORT

STANTON PARTNERS

AVELOCK STREET
~‘:ST PERTH 6005
WESTERN AUSTRALIA
TELEPHONE: (08) 9481 3188
Facsimite: (08) 9321 1204
e-mall australia@stanton.com.au

INDEPENDENT AUDIT REPORT
TO THE MEMBERS OF

MILLEPEDE INTERNATIONAL LIMITED

SCOPE

The financial report and directors’ resbonsibility

The financial report comprises the statement of financial position, statement of finandial performance, statement of cash-flows,

dec ited {the Cenmpany) and *he

ation for Millepede International Lim
ated entity comprises both the company and the entities

rents, and the directors

accompanying notes 16 the financial stat

consclidated en
during the year

ty for the year ended 20 jure 2004.The cons

The directors of the Cornpany are respensible for the preparation and true and fair presentation of the financial report in accordance
v for the maintenance of adequate accounting records and internal contirels

@

with the Corporations Act 2001 This includes respon
that are designed to prevent and detect fraud and error and for the accounting policies and accoun

g estimates inherent in the financial
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 reasonable assurance as to whether the financial report is

a2

material misstatement. The nature of an audit is influenced by factors such as the use of profess

onal judgement, selective testing, the

imitations of internal control, and

int the availability of persuasive rather than conclusive evidence. Therefore, an audit cannct

guarantee that ali material rnisstatements have been detected,

in accordance with the

We performed procedures to as ncial report presents

Corporations Act 2001, includ

g compliance w d other man | reporting requirer‘,werm; in

=

i datory financ
nt with our understan

Company’s and the conso

dated entity's fina:
nion on the basis of these procedures,

Australia, a view which is cons 1l position, and of their

1 flows, We formed our ¢

operations and

performance as represented by the ¢
which included:

* examining. on a test b mation 1o provi e supporting the amounts and disclosures in the financial report, and
+ assessing the appropriateness of the accounting policies amJ disciosures used and the reascenableness orificant accounting

estimates made by the

While we considered t s internal controls over financial reporting when determining the nature and extent

S assurance on mtemal Contl

of our procedures, cur au o
INDEPENDENCE

In conducting our audit. we followed
Corporations Act 2001,

ronouncements and the

endence requirements of Australian prof
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MILLEPEDE INTERMNATIONAL LIMITED

INDEPENDENT AUDIT REPORT (contp)

AUDIT OPINION

In our opinion, the financial report of

b

ted is in accordance with:

flepede International Lir

the Corporations Act 2001,

cluding:

L

(3 gving a true and fair view of the Company's and corsolidated entity's financial position as at 30 June 2004 and of their
performance for the year ended on that date:
and

(i) complying with Actounting Standards in Austral

and the Corporations Regulations 2001; and

b} other mandatory professional reporting requirements in Australia.

STANTON PARTNERS

Aferten [ctor
4 Jip———

J PVan Dieren
Partner
Perth, Western Australia

29 September 2004
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SHAREHOLDER INFORMATION

Details of shares ond opiinis as ot 30 Sepiember 2004,

Voting Rights
The voting rights attaching 1o o

ary ghares are;
On a show of hands every member present in person or by oroxy shall have one vote and upen 2 poll each share shall have one vote.

Options do not carry any voting rights.

Restricted Securities
The Company has no restricted securities.

Substantial shareholders
The number of shares held by substantial sharehciders and thelr associates are set out below:

SUBSTANTIAL SHAREHOLDER NUMBER OF SHARES
Acorn Capital Limited 7417945

On-Market Buy Back

There is no curvent on-market buy-bacle

ASX Admission Statement
During the year, the Company has applied it

cash in a way consistent with its business objectives,

Distribution Schedules
Distribution of each class of Security as at 30 September 2004

FULLY PAID ORDINARY SHARES OPTIONS EXERCISABLE AT $0.20
ON OR BEFORE 31 DECEMBER 2005

RANGE HOLDERS UNITS % RANGE HOLDERS UNITS %
{ - 1300 H 4953 Q.01 | - 1000 4 2,084 0.00
1601 - 5000 55 159,320 027 1001 - 5,000 108 237450 0.60
5.001 - 10000 132 1.224.148 |64 5001 - 10,000 59 440,195 078
10001 - 100,000 430 17.042428 22.79 10001 - 100000 201 8,758,130 1546
100,001 - Qver s 56,254.833 7529 100061 - Cver 113 47101478 83.16
Jotal 743 74.765,680 100.00 Total 485 56,639,337 100,00

Unmarketable Parcels

"y shares {baing 5.000 as at 30 Septernber 2004},

Holdings less thar a marketable parcel of

HOLDERS UNITS
49 (19273
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L TIGMAL LIMITED

SHAREHOLDER INFORMATION (conTD)

Top holders

The 20 largest registered holders of sach class of security as at 30 September 2004 were:

FULLY PAID ORDINARY SHARES

NAME NO. OF SHARES %
I, Nefco Nominees Pty Lid 8,122,617 10.86
Z N al Nominees Limited 5835424 7.80
3. MrVincent P de Viliers 2,793,600 3.74
4. Tricom Nominees Pty Lid 2475000 3.
5. Mr Chiis J Coe 1,581,320 265
& Mrjohn Nemcovsky & Mrs Rhonda Nemcovsky 1712934 2.29
7. First Far East Investment Consuitants Lid 1,362,934 .82
8. Comp-World Limited 1,200,000 Lé!
9. MsToni de Villers 1060000 134
10. Mr John R Nerncovsky & Ms Rhonda L Nemcovsky §70,000 16
i 1. Health Super Pty Lid 850,000 14
12, Mr Enzo Almome <Almonte Super Fund A/C> 795000 106
13. Mrs Les { Brazier 790334 .06
14, Mr Morman D Weiss 790,334 106
[5. MrWilliam | Butterworth 727107 G397
16, MrVincent Paul de Villers $53,333 087
I7. ANZ Nominees Limite 622,065 0.83
18. Lotus Consulting (BVI} Lta 500,000 (.80
13, Dr Humbert Santiio 553235 674
20. Geld Spring Ltd 550.000 G.74
34,285,237 4585

OPTIONS EXERCISABLE AT $0.20 ON OR BEFORE 31 DECEMRBER 2005

NAME NO. OF SHARES %
|. Nefco Nominees Pty Ltd 3500000 618
2. Trayburn Pty Limited 1,800,000 3.
3, Planmoor lrnvestments Pty Ltd 1,658,550 2,
4. Mrs Ancharee Ruber 1,364,500 2.
5. Mr Enzo Almonte <Almonte Super Fund A/C> 1,277,750 2.
6. Firgt Far East lnvestments Ltd 1,225,000 2.
7. Mr John Nemcovsky & Mrs Rhonda Nemcovsky 1,225,000 2
8 Mr Chris | Coe 1,207,500 2

9. MrVincent P de Villers 1,100,000 194
10. Finance Associates Pty Ltd <Gregory Family A/C> 00000 .94

L Mrs
12, Gold Spring Ltd 9

e Frances Roche 1.060,000 L7

34.184 174

I 3. Planmoor Investments Pty Lid 956,245 169
14, Planmoor lnvestments Pty Lid <B & A Lee Super A/C> 831980 147
I 5. Versaillas Holdings Pty Ltd <The Almonte Family Fund>  8000C0 L4
6. Mr Enzo Almonte 700,000 .24
a Dickson 700,000 P24

favs (VWAY Pry Lid 700,000 124

9. Mrs Maria-Catina Volpe 700,000 P24
20, Mr john Butterworth 678920 1.20
23,509,629 4153
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