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The Directors of Solagran Limited are pleased to release the printed version of the
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Charsfield, 478 5t Kilda Road, Melbourne.

Peter Stedwell
Girector

Solagran Limited

Sofagran Lirited is an Australian company founded in 1995 with the objective of
commercialising the results of a research and development program that commenced in
Russia in the 1830s, and which has continued, uninterrupted, until the present day. The focus
of the research program has been the exiraction and utifisation of the live elements of tree
foftage. Soia%ran has coflectively tradernarked these substances using the term
Bioeffectives®.

Solagran's technology permits it to oblain many different Bioeffectives from tree and plant
sources. One of the highest value Bioeffectives is a class of organic substances known as
polyprenols. Polyprencls are naturafly eccurring analogues of dotichol, which is found in alf of
the vital organs of the hurman body, and which plays an essential role in celf metabolism and
in supporiing the immune system.

Solagran has cormmitted significant resources fo the development and testing of Bioeffective
R — a Biveffective comprising pofyprenofs. Initial indications suggest Biceffective R may have
a very positive impact on damaged fiver cells — particularly in patients suffering from hepatitis,
cirrhosis and other chronic fiver conditions.
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Soisgran Limited ACN 002 507 396

For the benelit of humaniy

Qver seventy years of ongoing Russian research in Forgst Biochemistry has seen
significant scientific deveiopments based on an early recognition that the content of
fiving tree cells is very different from that of non-living or structural cells.

Living cells are Hlled with profoplasm, which has a complex chemical sfructure
containing many biclogically and chemically aclive components.

A number of these active components are life-forming substances and have been
identified and named Biosffectivess.

Blosffectives are galenical and contain substances anafogous fo those ocourng
naturally in the blood, Drain, soft tissue and skin.

Solagran Limiled owns the intellectual property associaied with Bioeffectives and
confrols the production of Biosfectives.

The use of Bloeffectives has the potential o revolufionise the way we treaf many
dlnesses and {o change iradifional medical atfitudes to the ageing process.
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Dear Shareholders

The financial year ended 30 June, 2003 has seen significant changes in the structure and direciieh of

Travelshop Limited had previously operated a retall and internet-based travel business. The reasons f .close that business and
move into a venture more likely to provide a positive refurn to shareholders have been well documented. e LT e
Adter obtaining approval at a meeting of shareholders in January, 2003 Travelshop acquired {in a reverse takeoverythe emedical business of
Solagran Limited. As part of this process, shareholders agreed {o change the name of the company from Travelshop Limited {o Solagran Limited.
The script-based acquisition was completed by purchasing the issued capifal of Sciagran {which has since been renamed Solathera Limited}. The
securities of the company were re-listed on the Australian Stock Exchange in August, 2003,

Solagran now has unique, patent protected processes for production of natural therapeulic products for human heatth and other applications, as
well as access to intellectual property resulting from leading edge Russian chemical and medical research programs.

Qus company's primary objective is to commercialise the resuifs of a R&D program that began in Russia in the 1930s, and has continued,
unisterrupied, undll the present day. The focus of the research program has been the extraction and ufitisation of "live elements’ of free foliage.
Solagran has collectively trademarked these life-forming substances as Biosffectives®.

QOne of the most promising is Biceffeciive R, a member of the polyprenols group. Polyprencis are nalurally occurring analogues of dolichols, found
irs alf of the vital organs of the human body, and which play an essential role in cell metabolism and in supporting the immune systent.

Solagran has committed significant resources to the development, testing and trials of Biveffective R. Inifial resuits suggest Biosffective R may have
a very positive impact on damaged liver cells - particuiatly in patients suffering from hepatifis, cirrhosis and ofher chronic liver conditions.

On behalf of the Board of Directors, | would ke to express our gratifude to Solagran's dedicated {eams, both in Ausfralia and Russta, for the
progress made in this financial year.

{ would also ike to take this opportunity fo thank you, our shareholders, for your confinued support during this period of significant change for the
company.

—

—

Dr Vagif Soultanov
Exscufive Chairman




Solagran plans to commercialise a series of subsiances collectively trademarked as Biosffacfives®.

Bioeffectives are biologically active galenical substances obtained using specialised fechnology for their isolafion as balanced, synergistic,
therapeufic complexes.

The primary applications of Bioeffectives are as active substances and value-adding ingredients for human and veterinary pharmaceuticals,
nuititional products, cosmetics, personal care and agriculfural products.

Bioeffectives are the result of an extensive research program that has been underway for more than 70 years at the St Pelersburg Forest Technical
Academy {"the Academy"). The Academy was founded in 1803 and is the birthplace of Forest Biochemistry - the science of extraction, identification
and utifisation of "ive elemenis’ of frees. The Academy remains the world leader in this field.

Solagran draws its name from the two scienfists who pioneered the science of Forest Biochemisfry in the 1930s — Professor Fyodor Solodky and Dr
Asney Agranat.

Sclagran owns all the intellectual property assoctated with the Bioeffectives developed by the Academy, including patents for fechnological
processes, formulations and applications. Additionally, Solagran is developing new products, can improve exisfing products and has the right of first
refusal for all research undertaken by the Acadsmy in this field.

Solagran’s patenied, waste-free extraction fechnology can be tuned fo most any plant or ree source, inciuding American, Asian and Australian
species.

The Solagran business model involves controliing the use of existing Biosffectives, funding the development of new Biceffectives, and the formation
of strategic partnerships 16 enable participation in selecled markefs.

Pine trees have fong played a part in fraditional medicine thyoughout the world. Thelir exiracts have been used as natural disinfeciants and
treatments for skin and respiratory conditions. ven the tradition of the Christmas Tree has its origins in the use of a pine tree to clean the air and
prevent the spread of colds and flu during fong European winters.

Pine and fir frees nafive to Russia and Northern Europe remaim evergreen and disease resistant in temperatures ranging from less than - 45 *Clin
winler to more than 40 °C in summer. This property drew the altention of Professor Solodky during the 1920s. In the early 1830s he established the
world's first applied laboratory for the study of "live elements” of trees at the Academy. In so doing, he became the founder of Forest Biochemistry.
Soon after, Sclodky and Agranat isciated Bioaffective A — the first subsiance in the Bioeffectives family. A rich source of essential vilamins,
Bioeffective A was rationed o the population of 5t Petersburg during the 800 days that it lay under siege from the German army.

The population of the city ived on a daily ration of 125 grams of bread. In the later days of the siege, this ration was decreased o 75 grams per
day. The bread was made primarily from sawdust enriched with special food-grade cellulose and a binactive vitamin rich green-nesdle exiract. The
cellulose was develfoped at the Academy by Professor V. Sharkov, while the extract was produced by Solodky, Agranat and thelir team. The people's
daily food ration also included one glass of water infused with the same Biosaffective exiract, which contained six fimes the vitamin C found in cifrus
fruit such as oranges and lemons, helping thousands avoid scurvy. Throughou! World War H, Biceffective A was also used 1o treat bumns, wounds
and frostbite, as well as to accelerate tissue and skin regenerafion following surgery.

The survival of the city of 5 Pefersburg, and hundreds of thousands of its citizens, was due in part fo the work of these brilliant scientists. Under the
most difficult conditions imaginable, they gave birth fo a new science of Forest Biochemistry.

Alfter the war, the research direction expanded. Successiul trials led lo Biosffactive A being embraced in Russia as a wide-spectrum natural
anfimicrobial preparation with powerful bum and wound healing properties. Newly developed Biosffsctives underwent extensive testing and frials at
prestigious Russian and European instifutions, and several Bioeffectives were enfered into the Russian and Eastern European Pharmacopoeias.

Dr Vagif Soultanov, Solagran's Executive Chairman, came to Australia in 1950 io work with the CSIRC as part of an inter-govemmental sclentific
exchange program. The lgader of the Academy's Bioeffectives research in the 1980s, Dr Soultanov established Solagran in 1995 fo commercialise

Bioeffactives and fo fund the ongoing R&D program.




WWhile Solodky died in 1870 and Agranat in 1992, the research program they initialed over 70 years ago continues utinterrupted 1o the present day.
in the new millennium the sclence of Forest Biochemistry, ied by Professor Victor Roshchin, has reached a completely different level, expanding far
beyond the foundations of Solodky and Agranat's work,

Professor Roshchin's team at the Academy, Dr Valeria Nekrasova's team in Russia, as well as Dr Scultanov's R&D feam in Australia are helping
Solagran bring many unique, nafural therapeutic products to the world.

The five main Biosffectives can be classified by their properfies and indications:

Biooffective A

As illustrated in the above table, there are many therapeufic applications of Bioeffectives. Solagran is currently funding further research and clinical
trizis info therapeutic propesties of Biceffective R, with a special focus on the compound's promising hepatoprotactive activity.

Properties in Brisf

Bioeffective K is a compound of the polyprenois group. Polyprenols are naturally occurring analogues of dolichols, contained in all vital organs of
the human body. Dolichols play & vital role in protecting cellular membranes, stabilising cell proteins and supporting the body's immene system.
They also act as coenzymes in the synthesis of polysaccharides and i protein-carbohydrate metabolism. A natural analogue of dolichos,
Bioaffaciive R, is a powerful immuno-modulator, spermatogenic, anti-ulcerant and fissue regenerafive. Trials have shown Bioeffsctive R 1o be
practically non-toxic, non-aliergenic and non-imitant.

Qver the last 20 years, scientific inferest in polyprenols has been growing, with an emerging body of research from Russia, Europe, Japan and
China showing polyprenols to be very promising therapeutic compounds. Howsver, given the complexities of the underlying production
technology and the fow yields, availability is limited fo analytical guantities. This makes the final produst very expensive, with market costs ranging
up to $150,600 per gram.

in confrast, Solagran's patented fechnology allows for production of polyprencls from plant sources - in commercial quantiies, higher purity and at a
fraction of this cost.

Trials undestaken to date demonstrate the following potential therapeutic applications for Bloeffeciive K

- Tresiment for serious and chronic liver condifions
- Immunoregulator / adaptogen

- Treatment for disseminated scierosis {MS)

- Anti-ulcerative and anti-inflammatory

- Androprotective / spermatogenic

- Tissue regenerative

Solagran’s clinical tials program is directly linked with the Company's commerciafisation objectives, the global shift to originat evidence-based
medicing and our intrinsic goat to improve the health and wellbeing of mankind.
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The Direcfors present their repori on the consolidated entity consisting of Solagran Limited {"the Company"} and the controfled enfity {Soiathera
Limited) for the year ended 30 June, 2003,

The following persons are Directors of Solagran Limited at the date of this report;

> Mr Denis Kilroy

> [r Vagif Soultanoy
> Mr Peter Stedwell

> Mr Geoffrey Vincent

- W Peter Stedweli was a Director during the whole of the financial year and up to the date of this report.

- he Markus Mair was a Director for the whole of the financial year and resigned on 8 Augusi, 2003.

- W Robert Nichevich was a Direclor from the beginning of the financial year until his resignation on 10 January, 2003,
- Wr Patrick Harford was appointed a Director o 30 December, 2002 and resigned on 13 August, 2003

- W Geoffrey Vincent was appointed a Director on 30 December, 2002 and continues in office af the date of this repord,
- D Wagif Souitanov was appointed a Director on 18 June, 2003 and continues in office at the date of this report.

- e Denis Kilroy was appointed a Director on 25 August, 2003 and contfinues in office at the date of this repor.

o p
FEE A

Tﬁe pﬁ‘héipél activity of the Company dusing the year was the closuse of the refail and intemet-based iravel business (Zoolander Ply Lid) and the
acquisition of the paid up capital of Solathera Limited, a biomedical research company.

The D|recf0fs recommend that no dividend be paid. No amounts have been paid as dividends since the beginning of the financial year.

Pore

in the financial year ended 30 June, 2003 the Company completed the closure of its refail and internet-based fravel business.

Afundraising of $857 918 completed in November, 2002 provided the funding fo enable the sventual acquisition of the paid up capital of Soiathera
Limited - a biomedical company.

The Company changed its name fo Solagran Limited and is commitied fo the development of its patent protecied Bioeffeclivess technology.

Significant changes in the siate of affairs of the consolidated enfity during the financial year were:
a) The Directors completed a seftiement with the Travel Compensation Fund that included the surrender of the Trave! Agents License, held
by its wholly owned subsidiary Zoolander Pty Lid. The Company complated the closure of its relail and infernet-based travel business
operated by Zoolander Pty Lid.
b} The Company completed a fundraising of $657,518 in November, 2002.
c) A meeting of shareholders held on 14 January, 2003 approved a number of resolufions that restrectured the share capital; approved the
acquisifion of the pald up capital of Solagran Limited (ACN (85 675 323); changed the Comgpany name and approved the issue of the
shares and options.
d) On 4 February, 2003 the Company (Travelshop Limited ACN 002 592 398) changed fis name o Solagran Limited, as approved by the
shareholders.
&) A Replacement Prospectus was issued on 14 February, 2003, A Supplementary Prospectus was issued on 18 June, 2003,
f} The acquisition of the paid up capital of Solathera Limited {previously Solagran Limited ACN 085 675 323) was acquired for the issue of
42,500,000 fully paid ordinary shares and 25,000,000 $0.20 contributing shares as paid fo $0.01.

Gith
a) Zoolander Pty Ltd was placed info Eguidation in July 2003

b Mr Denis Kilroy was appointed as a Director of Solagran Limited.

cj Mr Patrick Harford and Mr Markus Mair resigned as Directors of Solagran Limited.

d) A new website for Solagran Limited was launched {www.solagran.com).

&) After completing an issue of securities based on the Replacement Prospectus (dated 14 February, 2003) and a Supplementary

Prospectus {dated 18 June, 2003) the secusities of the Company were requoted by ASX on 13 August, 2003.




Solagran plans to confinue the develo
The Company will coninue to search for opportunities to develop markets for Biosffeciives as aclive or value-adding ingredients.

At this sfage of its development the Company is committed fo funding and completing the research program for Biosffective R before formulating
any revenue of profit forecasts.

The consolidated entity is not subject to any environmental reguiations within Ausiralia.

Dr Vagif Soultanov
Executive Chairman

\agif is the founder of Solagran and was the leader of the Biosffecfives research team in 3t Petersburg in the 1980's. He is a scienfist and &
maedical practifioner who came fo Assfralia in 1990 to work with the CBIRO as part of an inter-governmental sclentific exchange program. Vagif
helds doctoral gualifications in organic chemistry and biochemistry. He has published over 80 sclentific papers in Russia and internationally and
helds a number of patents.

Mr Geoffrey Vincent

Norm-exscutive Director & Depuly Chairman

Geoffrey is a graduate of University of Melbourne and a Charlered Accountant with significant experience in senior corporate financial positions.
He has been Director and Chief Financial Officer of Eastern Energy, Texas Utitites Australia, BTR Nylex, State Bank Victoria, Black & Decker and
Monsanto Australia.

Mr Denis Kilroy

Non-axscutive Director & Strategic Advisor

Denis is the founder and Managing Director of the KBA Consulting Group, and MFYV Software Pty Lid. He has been a strategy consuifani for nearly
20 years. In the mid 1980°s he played a key role In establishing LEK's Australian and New Zealand practices. In the early 1990's he became the first
Austrafian to be elected pariner with Marakon Associates, the LS-based consulting firm that pioneered Value Based Management in the USA,
Europe and Australia, Denis holds Bachelor of Engineering and Master of Engineering Science degrees from the University of New South Wales.

Mr Peter Stedwell

Executive Director & Company Secretary

Peter is a gradusie of University of Melboume and has extensive corporate experience in Finance Director and Company Secretarial roles. He has
been Finance Manager and Company Secretary of a mulfinationa! pharmaceutical company.

The number of meefings of the Company's Board of Directors held during the year ended 30 June, 2003 and the number of meetings attended by
sach Director who heid office during the financlal year were:

Heetings thig Year Held whilst a Director Meetings Attended

The consolidated net loss of the Company for the financial year, after providing for income tax of nil (2002 - nil}, was $165,265
(2002 - loss §2,101,811).




The relevant interests of each Director in the share capital of the Company are as foliows:

Name Ordinary Shares Dirgetly held  Ordinary Shares indirectly held Contributing Sharas Diregtly Contributing Shares Indirectly
held held

I G, Wiscent 125,008

Mz B Stadweli 0,040 140,000

Hx

The Board reviews the remuneration packages and policies applicable to e Direcfors and other officers of the Company on an annual basis.
\Where necessary the Board oblains independent advice on the appropriateness of remunerafion packages.

Details of the nature and amount of remuneration received during the financial year by sach Uirecior of Solagran Limited are set out below:

Nami Consulting Fees (3 Hon-cash Benefits {3} Total {3)

hie 3. Mai: 10,0400 10,040

hie G Wiscend 12,500 12,500

Exemifive Diractors

Dr . Souitascy 32,500 32,500

There were no options granted over unissued shares in the Company during or since the end of the year fo any Direcfor and any other officer of the
Company as part of thelr remuneration,

The Company has not entered info any agreement fo indemnify any Director or officer of the Company against any claim or for any expenses of
costs which may arise as a result of work performed i their respective capacities.

The Compény did not and does not hold a Dirsctors and Officers Liability Policy.

f\éo person has applied io\ihe Court under section 237 of the Corporations Act 2001 for leave fo bring proceedings on behalf of the Company, or fo
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 part of
those proceedings.

No proceedings have been brought or intervened in on behaif of the Company with leave of the Court under section 237 of the Corporations Act
2001.

in recognising the need for the highest standards of corporate behaviour and accountability, the Directors of the Company support and have
adhered

to the principles of corporate governance.

This report Is made in accordance with a resolution of the Board of Directors:
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Solagran Limited

Staternents of Financial Performance

For the Year Ended June 39, 2003

PARENT ENTITY

CONSOLIDATED ENTITY

[4,37%,285)
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{2,301 411}

urction with the accompanying notes

o

The above statements of financial performance shoudd be read in o
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CONSCLIDATED ENTITY

1,648,000
{27.623,50%)
urction with the accompanying notes
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The above statements of financial performance shoudd be read in o

Statements of Financiat Positlon

Solagran Limbted
as at June 30, 2083
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Solagran Limited

Statements of Cash Flows

for the Year Ended June 34, 2003
4 351

PARENT ENTITY

28,078
fothe

{Outfiows}

16,622
ificand risk of changes in value

[Cutfiees)
with short periods 1o maturity which are readily converiible fo cash on hand and are subject to an insigni

CONSOLIDATED ENTITY

2
=
=
L]

1Outflows)
financial yaar as shown in the statements of cash fiows Is reconcited
unction with the accompanying nctes

Motes
related ifems in the statements of financial position as follows:

Shan

A

Reconciliation of Cash
For purposes of the statement of cash flows, cash includes deposits at calf with financial instifutions and other highly quid investments

net of cutsianding bank overdrafts. Cash at the end of the

{i}

The above staternents of financial performance shouid be raad in conj

N
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Solagran Limited
Notes to and forming part of the Financlat
Staterments for the year ended June 30, 2003

Note 1. Summary of significant accounting policies
This general purpose financial report has been prepared in accordance with Accounting Standards, other authoritative pronouncements of the
Australian Accounting Standards Board, Urgent Issues Group Consensus Views and the Corporations Act 2001,

The financial report is prepared in accordance with the historical cost canvention, except for certain assets which, as noted, are at valuation. Unless
otherwise stated, the accounting policies adopted are consistent with those of the previous year.

The consalidated financial statements incorporate the assets and liabiliies of ali entities confrolied by Solagran Limited {"Company" or “parent
entity™) as at 30 Jupe, 2003 and the results of &l controlled enfities for the year then ended. Sclagran Limited and its confrolied eniies logether are
referred fo in this financial report as the consolidated entity. The effects of all transactions betwsen entifies in the consolidated entity are eliminated
in fufl,

\Where control of an entity is obtained during a financial year, its results are included in the consclidated statement of financial performance from
the date on which confrol commences. Where control of an enfity ceases during a financial year its results are included for that par of the year
during which control existed.

Refar to Note 15 for detalls of confrolled entities,

Tax effect accounting procedures are foliowed whereby the Income tax expense in the statement of financlal performance is matched with the
accounting profit after allowing for permanent differences. The future tax benefit relating o tax iosses is nof carried forward as an asset unless the
benefit is virufally certain of realisation. Income 1ax on cumulative fiming differences is sef aside fo the deferred income fax or the future income {ax
benefit accounts at the rates which are expected to apply when those timing differences reverse.

The purchase method of accounting is used for all acquisitions of assets regardiess of whether equily instruments or other assets are acquired.
Cost is measured as the fair value of the assets given up, shares issued or liabiliies undestaken at the date of acquisition plus incidental costs
directly attribulable to the acquisition. Where equity instruments are issued in an acguisition, the value of the instruments is thelr marke! price as
&t the acguisifion date, unless the nofional price af which they could be placed in the market is a better indicator of fair value. Transaction costs
arising on the issus of squity insiruments are recognised directly in equiy.

Goodwill is brought {o account on the basts described in Note 1(h.

The recoverable amount of an asset is the net amount expected 1o be recovered through the cash inflows and outfiows arising from iis confinued
use and subseguent disposal.

Where the carrying amount of a non-current asset s greater than its recoverable amount, the asset is writlen down fo its recoverable amount,
WWhere net cash inflows are derived from a group of assets working together, recoverable amount is determined on he basis of the relevani group
of assefs. The decrement in the carrying amount is recognised as an expense in net profif or loss in the reporting period in which the recoverable
amount write-down 0CCUrsS,

The expected net cash flows included in determining recoverable amounis of non-cumment assets have not been discounted.
Revaluation increments are credited directly to the assef revaluation reserve, except that, fo the exdent that an increment reverses a revaluation
decrement in respect of that class of assef previously recognised as an expense in the net profit or loss, the increment is recognised immediately as

revenue in net profit or foss.

Revaluation decrements are recognised immediately as expenses in the nef profit or loss, except to the extent that a credit balance exists in the
assat revaluation reserve in respect of the same class of assets, they are debited directly to the asset revaluation reserve.

Revaluation increments and decrements are offset against one another within a class of non-curent assets, but not otherwise.

Potential capital gains fax Is not faken into account in determining revaiuation amounis uniess it is expected that a liability for such tax will
crystaliise.




Solagran Limited
Hotes to and ferming part of the Financial
Statements for the year ended June 34, 2003

investments in listed and unlisted securities, other than confroiled enfities and associates in the consolidated financial statements, are brought to
account at cost and dividend income is recognised in the statement of financlal performance when receivable. Confrolled entifies and associates
are acoounted for in fhe consolidated financial statements as set out in Note 1{a}.

Depreciation is calculated on & straight line basis fo write off the net cost or revalued amount of each ttem of plant and equipment over its expected
useful fife o the consolidated entity. Esfimates of remaining usefut lives are made on a regular basts for all agsets, with annual reassessments for
major ilems.

The expected uselul lives are as follows:

Furnifure and office equipment © 5 years

Goodwilf

\Where an entify or operation s acquired, the identifiable net assets acquired are measured at fair value. The excess of the falr value of the cost of
aoquisition over the fair value of the identifiable net assets acquired is broughf to account as goodwill and amortised on a straight line basis over
fwenty years, being the period during which the benefits are expected to arise.

Paterts and trademarks

Significant costs associated with patents and trademarks are defrerred and amortised on a straight line basis over the periods of their expected
bengfits, which vary from 3 1o 5 years.

Wages and Salaries and Annual Leave

Liabilities for wages and salaries and annuai leave are recognised, and are measured as the amount unpaid at the reporiing date at current pay
rates in respect of empioyees' services up o that dale.

Long Service Leave

A liabilty for long service leave Is recognised, and is measured as the present value of expected future payments to be made in respect of services
provided by employees up to the reporting date. Consideration is given to expected fulure wages and salary levels, experience of employee
departures and periods of service. Expecled future paymenis are discounied using inferest rates on national govemment guaranteed securifies with
terms of maturity that match, as closely as possible, the esfimated fufure cash outflows.

Supsrannuation

The consolidated entity contributes to a superannuation plan in Tespect of Austratian employees of the consolidated entify in accordance with the
Superannuation Guaraniee (Administration) Act.

A distinction is made befween finance leases which effectively transfer from the lessor fo the lessee substantially all the risks and benefits incident
to ownership of leased non-current assets, and operating leases under which the lessor effectively refains substantially all such risks and benefits.
Finance leases are capitalised. A lease assef and Hability are established af the present value of minimum lease payments. Lease payments are
allocated between the principal component of the lsase liability and the interest expense.

The leased assef is amortised on a straight line basis over the term of the lease, or whers it is unlikely that the consolidated entity will obtain
ownership of the assef, the fife of the asset.

Operating lease paymenis are charged fo the statement of financial performance in the periods in which they are incurred, as this represents the
paitern of benefils derived from the leased assets.

Borrowing costs are recognised as expenses in the period in which they are incurred. Borrowing costs include interest on bank overdrafts and
short-term and long-term borrowings, amortisation of discounts or premiums relating fo borrowings and finance fease charges.

Roufing operating maintenance, repair and minor renewal costs are charged as expenses as incurred.

These amounts represent liabilifies for gonds and sesvices provided {o the consolidated entity prior to the end of the financial year and which are
unpaid. The amounts are unsecured and are usually paid within 30 days of recognition.

Loans are carried at their principal amounts which represent the present vafue of fufure cash flows assoclated with servicing the debt. Inferestis
accrued over the period i becomes dus and is recorded as part of ofher credifors.

i



Solagran Limited
Notes to and forming part of the Financlal
Staternents for the year ended June 30, 2063

Costs incurred 1o update existing sysiems or fo design, develop and implement new systems fo deal with the GST are charged as expenses as
incurred, except where they result in an enhancement of future economic benefits and are recognised as an assel.

Al trade debtors are recognised af the amounts receivable as they are due for seiflerment within 30 days.
Collectabiity of frade debtors is reviewed on an ongoing basis. Debis which are known o be uncoliectable are written off. & provision for doubtful

debfs is raised when some doubt as fo coliection exists.
Revenae is recognised when the goods are sold or service s provided.

{f) Basic eamnings per share

Basic sarnings per share is determined by dividing net profit after income tax attributable to members of the company, excluding any cosis of
servicing equity other than ordinary shares, by the weighted average number of ordinary shares outstanding during the financial yvear, adjusted for
bonus elements in ordinary shares issued during the vear.

{5 Diluted samings per share

Diuted earnings per share adjusts the figures used in the delermination of basic amings per share o take info account the after income tax effect
of interest and other financing costs associated with dilutive potential ordinary shares and the weighted average number of shares assumed fo have
been issued for no consideration in relation to dilutive poteniial ordinary shares.

Raw matsrial and stores, work in progress and finished goods

Raw materials and stores, work in progress and finished goods are stated at the lower of cost and net realisable value. Cost comprises direct
materials, direct labour and an appropriate proportion of variable and fixed overhead expendifure, the Iatter being allocated on the basis of norma
operating capacity. Costs are assigned 1o individual ifems of stock on the basis og weighted average costs.

CONSOLIDATED ENTITY PARENT ENTITY

NOTE 2. REVENUE

24,000

&1.076 33,733 4078 20,482

27 na
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CONSOLIDATED ENTITY PARENT ENTITY

386,552

458,060

NOTE 4. INCOME TAX

48,580 504,225 185540 256,817

The Directors estimate that the potential future income fax benefit at 35 June, 2003 in respect of tax losses not bought to account is $8,630,837
The benefit for tax losses will only be oblained if:

{i} the CONSOLIDATED ENTITY derives fufure assessable income of a nature and of an amount sufficient fo enable the benefit from the
deductions for the losses fo be realised; or

fii} the losses are transferred to an eligible entity in the consolidated entity; and
{iiit #he CONSOLIDATED ENTITY continues to comply with the conditions for deductibility imposed by tax legislation; and
fiv} no changes in tax legislation adversely affect the CONSOLIDATED ENTITY in realising the benefit from the deductions for the Iosses.




CONSOLIDATED ENTITY PARENT ENTITY

{552,132

(508,140}

15,827 440530

(99,145)

{896,393} (1,364 878) {591,908) [4,243,284)

NOTE 6. CURRENT ASSETS - Receivables

S.446 19,238 [ 0

NOTE 6. NON-CURRENT ASSETS - Receivables

435,000

ROTE §. NON-CURRENT ASSETS - Other Financial Assets

4,590,250

NOTE 3. NON-CURRENT ASSETS - Plant and equipment

13,698 - [

Reconciiiations
Reconcilialions of the carrying amounts of each class of property, plant and equipment at the beginning and end of the ctrent financial year are set out below.




PARENT ENTITY

CONSOLIDATED ENTITY

NOTE 10. NON-CURRENT ASSETS - Infangibles
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NOTE 11, CURRENT LIABHITIES -

PARENT ENTITY

PARENT ENTITY

Bhares

Bhares

27335748

115,871,563 34,493,253

T4, 780,91

27335715

115,871,353 38,743,253

99,780,870
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Solagran Limited

Notes to and forming part of the Financlat
Statements for the year eaded June 30, 2063 CONSOLIDATED ENTITY PARENT ENTITY

NOTE 13. ACCUMULATED LOSSES

(27,458,340} (25,266,429 (27,084,524 (25,740,238

NOTE 4. EARNINGS PER SHARE 203 2002

(.22}

37324018 101,840 231

CONSOLIDATED ENTITY PARENT ENTITY

NOTE 15. INVESTMENT IN CONTROLLED ENTITIES

Country of Class of
insorgoration shares Equity Hulding

2003

Australia Ordinary

Acquisition of controlied enfity

On 30 April, 2003 the PARENT ENTITY acquired 100% of the issued share capital of Solathera Limited for the issue of 42,500,000 fully paid crdinary shares and
25,000,600 $0.20 contributing shares as paid to $0.01.

The operating rasults of this newly controlied entity have been included in the consolidated statement of financial performance sinca the date of acquisition.
Details of the acquisiion are as foliows:

Fair value of identifiable net assets of controlled entity acquired

(20.228)

881070t
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FINANCIAL INSTRUMENTS

Irderest rate risk exposures

A

)

Exposures arise predominantly from assets and liabilities bearing variable inferesi rates as the CONSOLIDATED ENTITY intends to hold

For ierest rates applicable to each class of asset or liability refer to individual notes in the financial staiemends.
Hiabilifies fo matirity.

weighted average inferest rate by maiurily periods is set out in the foliowing table.

The consclidated entily's exposire o inferest rate tisk and the effective

NOTE 16

a

{

Details of the acquisition {(cont)

N
.




il il 0 543288 545,288

{b) Credit risk exposures
The credit risk on financial assets of the CONSCLIDATED ENTITY which have been recognised on the statement of financial position, other than investments in
shares, is generally the canrying amount, et of any provisions for doubtful debts.

The CONSOLIDATED ENTITY does nof have any material credif risk exposure to any single debtor o group of debiors under financial insiruments entered into by
it.

{c} Net fair value of Financial Assets and Liabilifies

Gr-balance shest

The net fair value of cash and cash equivalents and non-interest bearing monetary financial assets and financial fiabiliies of the CONSOLIDATED ENTITY
approximaies their carrying amounts.

The net fair value of other monedary financial assets and financial iabilities is based upon market prices where g market exists or by discounting the expecfed
future cash fiows by the current interest rates for assets and fiabilites with simiar risk profiles.

Equity investments traded on organised markets have been valued by reference o market prices prevailing at balance date. For non-fraded equity investmenis,
the net fair value is an assessment by the Directors based on the underlying net assets, fullre maintainable eamings and any special circumstances pertaining to
a particulay investment,

The carrving amounts and net fair values of financial assets and liabilities at balance date are:

2003 2003 002 2002
Carrying Amount et fair Value Carrying Amount et fair Value

334 955

Matiers subsequent fo the end of the financial year:

{a) Zoolander Pty Ltd was placed into liquidation in July 2003

{b Mr Denis Kilroy was appointed as a Director of Solagran Limited

{c} Mr Patrick Harford and Mr Markus Mair resigned as Directors of Solagran Limited

{d) A new websile for Solagran Limifed was launched www.solagran.com

{e] Alter completing an issue of securities based on the Replacement Prospectus {dated 14 February, 2003} and a Supplementary Prospecius (dated 18 June,




Solagran Limited

Hotes to and forming part of the Financial
Statements for the year ended June 34, 2003

NOTE 18. RELATED PARTIES

Cirectors
The names of persons who were Directors of Solagran Limied at any time during the financiai year are as follows:

> Mr P Harford

> Mr . Kilroy

> Mr i Mair

> Mr 8. Michevich
> D ¥ Souffanov
> Mr A Stedweff
> Mr 3. Vincent

Remuneration and retirement benefits
Information on remuneration and retirement benefits of Directors is disclosed in nofes 18 and 20 raspectively.
Transaclions of Directors and director-related entities concerning share of share options

Dr V. Soultanoy acquiced an interest in 6,107,633 ordinary shares and 3,368,651 $0.20 contributing shares paid fo $0.01 from the acquisiion of the paid up capital
of Solathera Limited.

Wr B, Kilroy acquired an interest in 8 528,105 ordinary shares and 8,411,208 $.020 contributing shares paid to 3001 from the acquisifion of the paid up capital of
Solatherea Limited.

Agoregate numbers of shares and share options of Solagran Limited held directly, indirecily or bensficially by Directors of the Company or the CONSOLIDATED
ENTITY or their director-retated entities af balance date:

2003 202
Nursher Number

108,008 £,310473
CONSCLIDATED ENTITY PARENT ENTITY
2003 2062 2603 2002

Al paymenis were made on nommal commercial terms and condifions.

iWholly-owned group

The wholly-owned group consists of Sofagran Limited and its wholly-owned controlied entity, Solathera Limitsd.
Crmership interests in {his controied enfity is set out in Nofe 15




Solagran Limited
Notes to and forming part of the Financlal
Staterments for the year ended June 30, 2063

NGTE 19. REMUNERATION OF DIRECTORS

tncome paid or payable, or otherise made
available, to Directors by entities in the
CONSOLIDATED ENTITY and related parties in
connection with the management of affairs of the
PARENT ENTITY or ifs controfied antities

The numbers of PARENT ENTITY Directors whose {otal income from the PARENT ENTITY or related parlies was within the specific bands
are a5 follows:

§ 2003 2002

CONSOLIDATED ENTITY PARENT ENTITY

62,168 - £2.168

NOTE 21. SEGMENT INFORMATION




2002

Solagran Limited

Hotes to and forming part of the Financial
Statements for the year ended June 38, 2003

2062 2803

2003

Shan

A

Buring the vear the auditor of the PARENT ENTITY samed the foliowing remuneration:

NOTE 23. COMMITMENTS FOR EXPERDITURE
non-cancellable operating leases are payabie as follows:

NOTE 22. REMUNERATION OF AUDITORS
Commitments for minimuns fease payments in relation to

Lease Commitments
COperafing leases

N
.




Solagran Limited
Notes to and forming part of the Financlat
Staterments for the year ended June 30, 2003

The Directors deciare that the financial slatements and notes:
a) Comply with Accounfing Standards, the Corporations Regulations 2001 and ofher mandatory professional reporting reguirements; and

b} Give a frus and fair view of the Company's and consolidated enfity's financial position as at 30 dune, 2003 and of their periormance, as
represented by the resulls of their operations and their cash flows, for the financial year ended on that date.

in the Directors’ opinion:
a) The financial siatements and notes are in accordance with the Corporations Act 2601; and
b} There are reasonable grounds to befisve that Solagran Limited will be able fo pay is debts as and when they Decome due and payable.

This declaration is made in accordance with a resofution of the Board of Directors:

==

Peter Stedwell
Director

Datad at Melbourne 28 September, 2003




Horwaih Parth

ABN 13 412 308 092

Chartered Accounianis

A member of Horwath Infernational
128 Hay Street Subiaco WA 8008

PO Box 700 West Parth WA 6872
Email honwath@perth. horwath.com.au
Telephone (08} 3380 84G0

Facsimile (38} 9380 8464

The financial report and directors' responsibility

The financial repori comprises the statement of financial performance, statement of financial position, statement of cash fows, accompanying noles o the financial
statements, and the directors’ declaration for beth Solagran Limited {the company} and the consolidaied entity, for the year ended 30 June 2003, The consclidated
entily comptises both the company and the entities it confroffed during that year.

The directors of the company are responsible for the preparafion and frue and fair presentation of the financial repert in accordance with the Corporations Act 2601,
This includes responsibility for the maintenance of adequate accounting records and internal controls that are designed to prevent and detect fraud and error, and for
the accounting pelicies and accounting estimates irherent in the financial report,

YWe conducied an independent audit in order to express an opinion to the members of the company. We have not acted as auditors of the controfied entity, Sclathera
Limited Our audd was conducied in accordance with Australian Audiing Siandards in order io provide reasonable assurance as to whether the financial report is free
of material misstatement. The nature of an audit is influenced by factors such as the use of professional judgement, sefective festing, the inherent mitations of
intermal control, and the availability of persuasive rather than conclusive evidence. Therefore, an audit cannot guaraniee that all material missiatements have been
datected.

We performed procedures to assess whether in a material respects the financial report presents fairly, in accordance with the Corporations Act 2001, including
compiiance with Accounting Standards and other mandatory financial reporting requirements in Ausiralia, a view which is consislent with our understanding of the
company's and the consolidated enlity's financial position, and of thelr performance as represented by the resulis of their operations and cash flows.

We formed our audit opinion o the basis of these procadures, which included:

* examining, on a tesi basis, information fo provide evidence supporting the amounis and disclosures in the financial report, and
+ assessing ihe appropitateness of the accounting policies and disclosuras used and the reasorableness of significant accounting estimates made by the directors.

While we considered the effeciiveness of management's internal conirols aver financial reposting when determining the nature and extent of our procedures, our gudit
was not designed fo provide assurance on internal controls.

tr conducting our audit, we followed applicable independence requisemenis of Australian professional ethical pronouncements and the Corporations Act 2001

tr our epirion, the financial report of Solagran Limited is in accordance with:

{a} the Corporations Act 2001, including:

(i} giving a frue and fair view of the company's and consolidated entity's financial position as at 30 June 2003 and of their performance for e year ended on that date;
and

{iiy compiying with Accounting Siandards in Australia and the Corporations Regulations 2001, and

{b) other mandatory financial reporting requirements in Australia,

Dated the 2&th day of September 2603

Horooperrt Feam- g (o pazer,

HORWATH PERTH GD OBRIEN
Chartered Accountants Pariner

Pariners: Glyn OBrien CA Antriony Bevan CA

Horwsaih, Pesth conducts B practice indepandendy of Horwsts (84} Ply Lid ared of 28 sther firms of charlersd scoouants who arg meinbers of Honwath international in Ausisiiz




Distribution of Holdings Number of Holders

AUSTRALIAN STOCK EXCHANGE

S A '''''''''''''' . 3@5125}00[] . ............................ . 45,81 E
7 026,538 B4t

.§J837‘5{]0 - o .. _. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. _. L 238 . B - . _. ..
1,175,090 152

Top 2¢ Ordinary Share Hoi_c_lgrs o _ Number _ %

g e e e
1,050,000 1.36
AT e T I
1,000,000 1.30
s L
750,000
U 5en.883
644,074
L :593’353
575,000
548,087
475,000
395,382
378415
CaEeee
375,000

Report Total 56,903,266 7376

Remainder 20,263,544 26.24
Grand Total 77,468,788 100.08




FRSTHALLAN STUOW EXUHANGE

280,

740
5.33
462
475
i
246
262
24
200
146
.82
1T
180
135
12
114
145
144
7208
2
100.08

2,565,464
238578
1,882,351
1424371
Tq,3te000
1,008,000
13,551,965
50,000,000

U domber -
11,250,600
T AT00006 - -

L ndee2
1,006,000
824,033
612456
850,000
530,000
869,000

BV
BE0,060
580,000
525,000
560,000

36,048,033

SRR

SR ,///u,uom
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Ny

Report Total
Grand Total

Top 20 $0.20 Contributing Share Holders (paid to $6.91)

S
S
N :




%
16,9
515
466
452
444
380
224
23
218
213
184
Tllags e

160
182

a4

1

3

%

i
12
§5.72
34.28
100.08

i

.
R

83700
1,056,000
CaotasTe L
1,006,000
365111
342500
325,000
s
w00
287,500
260,000
U aasE oo
14,842,757
7,724,581
22,537,338

Bélrnber
. 25202

Top 2 Gptions {SLAGA} Holders _E:_;ercisahle &t $6.80 before 30 Noveml_aer, 2004

Report Total
Rematnder
Grand Total
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Top 20 Gptton Holders (SLAGB)
Exeruisabie at $0.20 before 30 June, 2604

................... — T ey
£,300,000 46,79
e st e e g
1,150,000 585
________ g L L gy
37312 141
e T e T T gy e T
250,000 £23
L s S
o000 _ 123
e e e L L T
227 435 r12

T T g e e LT SRR it
200,000 0.98
AOD00 e e e
150,000 0.74

CBQAED e e e g e
125,000

Report Total N 15,300,887 _ ?5.25
Romalnder -1 SRR T qag
Gramd Total 20,346,500 160.00

Each shareholder is entified fo receive natice of and attend and vote at general meetings of the Company. At a general meeting, every shareholder
present in person or by proxy, represeniative or atlomey will have one vote on a show of hands and on a poll, one vote for each share held,

P

The Directors are responsible for protecting the righis and interests of the members through the implementation of sound strategies and action
plans and the development of an integrated framework and confrols over Solagran's resources, funclions and assets. Solagran’s main corporate
govemance practices in place during the financial year are as foliows:

The Board comprises two execufive and two non-executive Directors. The names of the Directors are set out in the Directors’ Report. Remuneration
of Directors is determined annually by the Board.

The Board is responsible for reviewing the adequacy and effectiveness of management's internat confrols on accounting and financial controls; on
accounting and financial reporting systems; on the effectiveness of the external audit function; on the standard of corporate conduct in transactions
with relaled pariies; and for the replacement or nomination of external audifors.

Solagran does nof have an audlt commitiee, or any other committee, as the Directors consider that, for the Company's current size and state of
development they are inappropriate.

The Board regularly monitors the operational and financial performance of the Company. The Board also reviews and receives advice on areas of
operational and financial risks. Appropriate risk management strategies ars developed to mifigate all identified risks of the business.
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