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Ocean Capital Limited and Controlled Entities

Chairman’s Report

Dear Fellow Shareholder,

Ocean Capital delivered its fourth consecutive year of pmofitshare price growth. The group continues to dektrong cash
flows and increasing profits from its operations.

The full year profit before tax of $3.01m (exclugithe one off gain on acquisition) is a 32% increane$2.3m for the
previous financial year.

The group presently consists of two divisions - &cklotels and Ocean Marine Tourism.

The Ocean Hotels division was further supplemehbtethe acquisition of the Hides Hotel strata freehold in latee 2006. The

division now consists of three substantial resbat®ls based in the Whitsundays and Cairns withtad 6 425 rooms. The

division has continued to improve operating efficies, room rates and occupancy. For further dedailthe performance refer
to the Overview of Results.

Ocean Marine Tourism, a new division of the growps established by means of an acquisition in FEepra006 of Sunlover
Reef Cruises, based in Cairns. Sunlover is onenlyf three operators to have permanently moored pmst@n the Cairns
Outer Great Barrier Reef. The Company transportsrat@i®,000 passengers by means of two 400 seat aamasto the outer
barrier reef every year.

The Company continues to explore acquisition opportunities in theishe, Leisure and Services sectors. The portfofio
ungeared freehold assets as well as the exces®odslance sheet of $3.5m provides the Company suitistantial capacity
to make meaningful acquisitions. However, the Camgpeontinues to adopt a measured approach to atigugsivith a keen
focus on value and strategic fit within the group.

In line with the improved earnings of the group ahel tritical mass of the operations the Companyasesprice has performed
well over the past year, increasing from 31 cemtduly 2005 to a new high of around 44 cents at ptesepresenting a 42%
appreciation which is well ahead of the ASX 200 perfance.

As previously announced, Ocean Capital's ManagingdbarePhil Dickinson stepped down as a full time Mangdirector of
the Company effective 1 September 2006. We are delighatdPtil will remain an Executive Director of the Company on a
part time basis.

Phil was a founding director of the Company alniBtyears ago. He was appointed Managing Directah@fCompany in
2002. During his tenure as MD he was instrumental $troeturing the group, streamlining operations araderially enhancing
shareholder value. The Board would like to thank #h his leadership and loyalty.

The Board has decided at this time not to appoint lacement MD. Given the strong performance and leagedhiayne
Pester, the Group General Manager of Ocean HotelsAadrew Kennedy, the General Manager of SunlovesfRCruises,
these two executives will report directly to theaBa in the future.

I would like to thank the entire management teamtli@ir continued commitment and congratulate them orthemostrong
result.

David R Kingston
CHAIRMAN
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Overview of the Operations

Ocean Hotels

The Ocean Hotels division consists of three hdiated in Far North Queensland.

Long Island Resort

Long Island Resort in the Whitsundays is an award wigrdli60 room three and a half star island resonigligland is a large
island mainly comprising National Park and is strategicathated between Hamilton Island and Shute Harbour. Title toGhe 2
acres of the resort is perpetual leasehold.

Airlie Beach Resort

The Airlie Beach property is a three and a half star resort located in thsuwwtays. It comprises 160 rooms surrounding 50
metres of free-form pool. Ocean Hotels owns theHodd title to the resort.

Hides Hotel

Hides Hotel consists of 105 rooms in a heritagedidigilding, originally constructed in 1885. The lding was restored in
1997 whilst retaining its colonial charm. The hotel is located in the bé#ne tourist district in Cairns. Ocean Hotelsnswhe
strata title to the hotel.

Financial Performance of Ocean Hotels

Long Island Airlie Beach Hides Hotel
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Occupancies and net room rates at all three Oceéal properties improved during the past financial y8&eamlined rate
structures and price increases made a materialilcotion to the bottom line. Emphasis on internistribution, group business
and the support of wholesalers continued the pesitend in occupancies.

A continued focus on cost control delivered goodgims. The loyalty and support of key staff ensured tha group
continued to deliver high standards and a relialfgerience.

The Airlie Beach Resort completed a range of renovations agrhdgs to the rooms during the year. Long Island also
refreshed the accommodation and opened a new beachnd renovated pool area with an immediate positive efiect
revenue.

Although discretionary spending has tightened, dhkes team remains focused on new strategies aoddtions to ensure
momentum is maintained into the new financial year.
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Ocean Marine Tourism
The Ocean Marine Tourism division consists of SueidReef Cruises.

Sunlover Reef Cruises

Ocean Marine Tourism is a new division of the gresfablished by an acquisition of Sunlover Reeigesiin February 2006.

Sunlover is based in Cairns and has been a suladtplatyer in the marine tourism industry for thestpfourteen years. The
business has two 400 seat catamarans that deplgrifrden Cairns to their pontoons based on the outegeedf the Great
Barrier Reef. Sunlover Cruises currently employssé@fif and transports approximately 70,000 passsnger annum to the
outer barrier reef.

Post acquisition the business embarked on a résteugvhich involved a streamlining of the staff hasstionalisation of
surplus assets and a refocussed emphasis on metuwrapital. In conjunction with these activities thempany commenced a
refurbishment plan focussed on the primary infrastme of the business.

Revised sales and marketing strategies have fotusseost effectiveness, brand awareness and esth@pcmunication with
its distribution network. In addition Sunlover Hasgun to benefit from the cross promotional opporiesiavailable from the
Ocean Hotels division.

Sunlover’s focus on improving yield per passengembined with a reduced overhead structure is eggetct deliver further
profit growth in the new financial year.
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Directors and Management

David Kingston

Non Executive Chairman

David is a qualified lawyer with a commerce degree avel 20 years
of investment banking experience. David has leduhe around of the
company over the past four years by selling non cesets, driving

efficiency in the remaining businesses and buyieg growth assets.

As the company’s largest shareholder he continoesledicate g
substantial proportion of his time to mentoring thenagement tean
and assessing acquisition opportunities.

Phillip Dickinson

Executive Director

Phil has a degree in Engineering and has been arutixe®irector of
the group since 1987. He has been the Managing irexf the
company since 2002 and recently stepped down toard ime
executive director role effective 1 September 208l continues tg
play a key role in driving the strategy of the group dras a keern
focus on the bottom line whilst ensuring that thieup’s assets ar
optimised.

11

Jayne Pester

Executive Director & Group
General Manager of Ocean Hotels

Jayne heads up the Ocean Hotels division. She bas tith the
company since 2003. Jayne is responsible for thymiog growth in
the hotel division coupled with a firm cost controhrhework. She
leads a dedicated team of people which has delivienedyears of
occupancy and room rate increases.

Andrew Kennedy

General Manager of Sunlover

Andrew is a chartered accountant and the head ofo%em Reef
Cruises. Andrew has been with Sunlover for the gagte years an
has been instrumental in streamlining the business drving
profitable growth.

-




Ocean Capital Limited and Controlled Entities

Overview of Results

Five Year Results Summary

Year End - June($ 000'9 [ 2002 [ 2003 [ 2004 | 2005 | 2006 |

AGAAP AGAAP  AGAAP AIFRS AIFRS

Sale of Goods 18,422 18,184 17,469 18,751 24,205
Cost of Sales 4,609 , 486 4,313 5,279 28 4
Employee Costs 6,687 6,336 5,827 5,539 7,053
Other (net revenue & costs) 5,949 5,583 5,522 5,153 7,231
EBITD 1,177 1,779 1,807 2,780 3,677
EBITDA Margin 6% 10% 10% 15% 15%
Depreciation & Amortisation 1,481 719 628 670 804
EBI (304) 1,060 1,179 2,110 2,873
EBIT Margin n/ 6% 7% 11% 12%
Interest Cost / (Revenlie 371 186 76 a71) (137)
Profit / (loss) before Tax (675) 874 1,103 2,281 3,010

The above five year results summary and track re@xdiding one off items) demonstrates the followkeyg milestones:

X In August of 2002 David Kingston was invited to jdime board as Chairman after which he and Phil Dk led the
rationalisation and rejuvenation of the company. Rdtttime the business had three divisions — Toudsiieisure /
Leasing and Renting / Training. Both the Leasingé&nting and the Training divisions were earmarkedébe. These non
core assets were sold in an orderly manner over the nextesr period.

x During the rationalisation period, beginning in 3G8hd completing in early 2005, management focuesettie three core
resorts / hotels in the Whitsundays (Long Island Aimtie Beach) and Cairns (Hides). During this périeach of the hotels
materially impraoed both occupancy and room rates. This, combined witbonstant focus on cost controls, had a
substantial impact on the bottom line of the comypan

x In 2006 the company actively embarked on an expargiive which resulted in the acquisitions of both IBuar Reef
Cruises and the strata freehold of Hides Hotel.

X The contribution from Sunlover in 2006 wastrsignificant as its acquisition was only completed in fegoy 2006 and the
Hides acquisition was only completed in late JuB@62 Therefore the continued uplift in the earninfshe group was
driven by the refinement of the operational perfance of the hotel division.

Thecompany remains debt free and is actively revieviimther strategic acquisitions, however the Boamains focussed on
adaqting a value driven investment approach.
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Looking Ahead

X The Company’s tourism and leisure businesses agatin show resilience in the face of softliscretionary expenditure,
increasing interest rates and higher fuel cost& Chmpany remains confidentathit will be able to continue to grow
earnings. The full year contribution from Sunlowerthe new financial year, as wels the freehold contribution from

Hides Hotel, are expected to significantly lift tB806/07 full year profit beforeax as reflected in the 2006/07 pre tax
budgeted profit being set near the $4m level.

The Company continues to explore acquisition opportunities in theshe, Leisure and Services sectors. The portfolio of
ungeared freehold assets as well as the excess cash amcdalheet of $3.5m provides the Company with aobat

capacity to make meaningful acquisitions. However the Compartinaes to adopt a measured approach to acquisitions
with a keen focus on value and strategic fit witthia group.

Share Price Performance

Ocean Capital has returned the following share price perdoea:

B0k~~~ _____ [Period |Growth |
aoc | June 02 to End of Dec 02 (Annualised) 41%
Mol o __ 2003 Calendar Year 28%
00 o ___ 2004 Calendar Year 61%
»e | 2005 Calendar Year 28%
e | 2006 Calendar Year to Date (Annualised) 32%

x Adjusting for the Rights issue in August 2004 the shareephias increased in excess of 340% since June B0@Zgh to
July 2006 which equates to a 44% CAGR for the plerio
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DIRECTORS’ REPORT
YEAR ENDED 30 JUNE 2006

Your directors present the following report of the passriity and its controlled entities for the year ended 3@ 2A006.

1.

OPERATING RESULTS

The profit of the Consolidated Entity for the yeaded 30 June 2006 after providing for income tagunted to $2,246,395
(2004/2005 profit $1,562,478).

DIVIDENDS

Directors have recommended that no dividend be fomithe current reporting period.

As recommended in last year’s report, no dividend paad out of profits of the previous reporting pério

PRINCIPAL ACTIVITIES

The principal activities of the parent entity are the operation of a resortliat Béach and the investment in group entities.
The principal activities of the Consolidated Entity involve the afi@n of a mainland tourism resort, an island reduotel
accommodation and cruise operations.

There were no significant changes in the naturthefConsolidated Entity’s principal activities chgithe reporting period
other than the acquisition of Sunlover Cruises &iri@s on 31 January 2006 and the acquisition oftides Hotel building on
30 June 2006.

DIRECTORS’ INFORMATION

The names and particulars of the directors ottmpany in office at any time during the year or since theoéttte
year of this report are:

Number of
Name of o ' Directors’ . Number of'
Director Qualifications and Experience I\/I_e_etlngs Directors’ Meetings
Eligible to Attended
Attend
David R Kingston Investment Banker B.Com., LL.B. 4 4
Appointed 12 August 2002
Non Executive Chairman since 27 November 2002
Responsibilities include Finance and Acquisitions.
Directorships in other listed entities:
Southern Cross Broadcasting (Australia) Limited
(from 1 October 2002 to date)
Phillip Dickinson B.Eng(Mining), A.S.I.A. 4 4
Executive Director from September 1987 until July
2002 and since 1 September 2006. Managing
Director from August 2002 until August 2006.
Special responsibilities: Operations.
Directorships in other listed entities: Nil
Jayne Pester Appointed 26 November 2003 4 4

Special responsibilities: Whitsunday operations
Directorships in other listed entities: Nil

Andrew Kennedy B. Bus., Chartered Accountant - -
Appointed 19 July 2006 as director of Dectar Pty Lt
Special responsibilities: Sunlover Reef Cruises
Directorships in other listed entities: Nil



DIRECTORS’ REPORT
YEAR ENDED 30 JUNE 2006

DIRECTORS’ INFORMATION (continued)

David Ronald Kingston and his associates, GranitigérPty Ltd, Sun-2 Pty Ltd and Lizold Pty Ltd, leaa relevant interest
within the meaning of the Corporation Act 2001 8)497,173 shares in the company.

Phillip Dickinson is personally entitled to 1,610,242uds in the company. He has a relevant interest in a further,dQ000
shares in the company owned by the Dickinson G&wgerannuation fund of which he is a trustee.

Jayne Pester is personally entitled to 55,600 sharéhe company. She has entitlement to optionacuire a further
325,000 shares in the company.

COMPANY SECRETARY
The following person held the position of compaagrstary at the end of the financial year:

Kevin J Sheppard - B.Bus (Acctcy), Certified Pisioy Accountant. Mr Sheppard has provided sesvtoethe company for
the past 19 years in the accounting and taxatieasaof the group and was appointed company segreta? September
1987.

REVIEW OF OPERATIONS

Occupancies and net room rates at all three Oce#ésl Properties improved during the past financial yegtreamlined rate
structures and price increases made a materiatitwotidn to the bottom line. A continued focus owost control delivered
good margins. The loyalty and support of key stafured that the group continued to deliver highdards and a consistent
guest experience. A range of renovations and dlegravere affected at the Airlie Beach and Long Island resorts which have
had a positive affect on revenues.

A new division of the group — Ocean Marine Touris@s established by the acquisition of Sunlover R¥¥afses in February
2006. Since acquisition the business embarked m@steucture involving the streamlining of the Btadise, rationalising of
surplus assets, and refocused emphasis on retwapdhl. A small contribution to overall group fitdhas been achieved
since acquisition.

Overall the company was successful in further imm efficiencies within its operations during the05/06 year. As well as
an increase in sales revenues of 29.1%, employgensgs expressed as a percentage of revenue fienatiog activities
were reduced from 29.9% to 28.8%.

RESULTS OF OPERATIONS

The Consolidated Entity achieved profit from nornbaisiness trading activities before tax, interest degreciation of
$3,531,551 which is an improvement of 22.6% on thevipus year. Interest charges were $2,748 (laat yé) and
depreciation and amortisation expenses were $804|48t year $659,289)

FINANCIAL POSITION

The net assets of the consolidated entity have increased bi2#M3 from $18,917,289 at 30 June 2005 ($14,980,16
recorded under GAAP) to $28,230,194 at 30 June .2006s increase has largely resulted from theofeihg factors:

x Improved operating performance of the group, opsyairofit of $2,246,395

x New share issues raising $7,236,211; and
x Deferred tax asset now included under AIFRS $3 143,

10



10.

11.

DIRECTORS’ REPORT
YEAR ENDED 30 JUNE 2006

FINANCIAL POSITION (continued)

The consolidated entity has maintained a strong financial position arizeéasffectively debt free throughout the finahcia
year. Although the group’s working capital, beiogrrent assets less current liabilities, has decreased margiratty fr
$1,934,778 in 2005 to $1,659,447 in 2006, at theé @hthe financial year the consolidated entity held net cash adsets o
$3,514,232 (last year $2,661,304).

The directors believe the group is in a strong stable financial position to further expand andwgits current operations.

SIGNIFICANT CHANGES IN STATE OF AFFAIRS

The following significant changes in the state ff&ias of the group occurred during the financiahy:

On 31 January 2006 the company effected the atiguigif Sunlover Cruises in Cairns at a cost ofil$&,230.

On 30 June 2006 the company effected the purchalsides Hotel in Cairns at a price of $7,500,000spstamp duty and

purchase costs. Part of the purchase price wasfisdtby the issue of 16,000,000 new shares in ¢ingpeny at an issued
price of 42 cents.

AFTER BALANCE DATE EVENTS

No matters or circumstances have arisen sincernttietthe financial year which significantly affected or may signifigant
affect the operations of the consolidated entity,réseilts of those operations, or the state of aftsdithe consolidated entity
in future financial years.

FUTURE DEVELOPMENTS, PROSPECTS AND BUSINESS 8TEGIES

The Company’s tourism and leisure businesses asmtin show resilience in the face of softer discretip expenditure,

increasing interest rates and higher fuel costie Tompany remains confident that it will be aldecbntinue to grow

earnings. The full year contribution from Sunloaef Cruises in the new financial year as wethasfreehold contribution

from Hides Hotel are expected to lift the 2006/0If year profits before tax significantly.

The sales and marketing effort will continue to aimfocused on new strategies and innovations $arenthe momentum of
revenue gains is maintained.

The company plans to spend in the order of $800i®@8 hotels and resorts division as capital iowements during 2007 in
order to modify and improve the assets as well asnioance the guest experience. It is expected himtatiditional
expenditure will serve to support and grow curtrginess levels.

A refurbishment plan will continue at Sunlover Reef Cruises and, witicasfon improved yield per passenger, reduced
overheads, and a benefit from association witthtitels division, this business is expected to @elfurther profit growth.

The company will continue to seek out acquisition opportunitigedrtourism, leisure and service sectors but wiicped
with a measured approach and a keen focus on value.

11



12.

DIRECTORS’ REPORT
YEAR ENDED 30 JUNE 2006

REMUNERATION REPORT

This report details the nature and amount of rematima of each director of Ocean Capital Limited and far ¢xecutives
receiving the highest remuneration.

Remuneration policy:

The company’s remuneration policy has been desigoedign directors and management objectives wsfitareholder and
business objectives by providing a fixed remunerattomponent and offering specific longer term mies based on key
performance areas affecting the consolidated estiiyiancial results. The board believes the rematier policy to be
appropriate to attract and retain the best personsn and manage the consolidated entity as walt@ate a common interest
in goals between directors, managers and sharekolde

The remuneration structure for executive direcgmsks to emphasise payment for results throughdingvvarious reward
schemes such as the incorporation of incentive paigimsed on the achievement of sales and prafittsa The objective of
the reward schemes is to reinforce the short ang-term goals of the company including long terravgh in shareholder
wealth.

Remuneration of both executive and non executivectbrs comprise fees determined having regarddostry practice, the
need to obtain appropriately qualified independpetsons and consideration of costs for personsimoilas levels of
responsibility. Fees do not include any non mayetééements, other than options provided duringythar. Fees for the non
executive chairman of directors are not linkedh® performance of the consolidated entity.

Performance Based Remuneration:

As part of executive director remuneration packapesge is a performance-based component consisfikgy performance
indicators (KPI's). The intention of this programto facilitate goal reinforcement between exe@utlirectors with that of
the businesses and shareholders. The KPI's asneetlly and measures are specifically tailored to the areas»aathiee
director and manager is involved in and has a leebatrol over. The KPI's target areas the boagtieves hold greater
potential for group expansion and profit, coverimancial and non-financial as well as short and ltergh goals. The level
set for each KPI is based on budgeted figureshigtoup as well as past performance and indutstngards.

Performance in relation to the KPI's is assessediahn with bonuses being awarded depending omtimber and deemed
difficulty of the KPI's achieved. Following thesessment, the KPI's are reviewed in light of theirdel and actual outcomes,
and their efficiency is assessed in relation to dheup’s goals and shareholder wealth, before thesKéte set for the
following year. The amount of performance basegimives paid or payable to Directors Phillip Ditdon and Jayne Pester
are included in the tables below.

Relationship between remuneration policy and companperformance:

The remuneration policy has been tailored to irswehe common interest of shareholders and dieeatodt executives being
improvement of shareholder wealth. There have beemmethods applied in achieving this aim, thstfiveing a performance
based bonus based on key performance indicatatdharsecond being the issue of options to dire@od management to
encourage the alignment of personal and sharehivitégests. The company believes this policy teeHaeen effective in
increasing shareholder wealth over the past theaesyfrom an increase in share price and net basking per share.

The following table shows the gross revenue, wdafitd adjusted comparative profits for the listetitgas well as the share
price at the end of the respective financial years. Analysis ofthaldigures shows an increase in profits each geavell
as an increase in share price each year. The board isagfitfien that these results can be attributed in tpathe foregoing
remuneration policy and is satisfied that this oareéd improvement has lead to increased sharehaielglth over the last
four years.

2003* 2004* 2005 2006
Revenue 20.1m 18.7m 18.9m 24.5m
Net Profit before tax 0.874m 1.103m 2.281m 3.150m
Net Profit before tax (adjusted for one off 0.482m 0.764m 2.281m 3.010m
items)
Share Price at year end 18 cents 21 cents 31 cents 44 cents

* Numbers prepared under AGAAP and have not bestated to AIFRS

12
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@

(b)

DIRECTORS’ REPORT
YEAR ENDED 30 JUNE 2006

REMUNERATION REPORT (continued)
Employment contracts of Directors and Senior Execuves:

The employment conditions of the executive dirgd®nillip Dickinson, and executive director Jayrester are formalised in
contracts of employment. Other than these two @kexdirectors, executives are permanent employees of Ocean Capital
Limited or wholly owned subsidiaries. Mr Dickinsanemployed as executive director under a fixea y@ar contract which
commenced on 1 September 2006 and expires on 3dsA@808. He was previously employed as managirgtdir from 30
August 2004 until 30 August 2006. Ms Pester is eygd under a contract commencing from 27 Septe2®@4 and
extending until 30 June 2007.

The employment contracts generally stipulate aroaeth resignation period. Termination paymentsgareerally not payable
on resignation or dismissal for serious miscondlietthe case of Jayne Pester and other key mareaggrarsonnel, any
options not exercised before or on the date ofitetion will lapse within 30 days.

Names and positions held of consolidated anerpantity key management personnel in office attamg during the
financial year are:

Key Management Person Position
Mr David R Kingston Chairman - Non-executive
Mr Phillip Dickinson Director - Executive
Ms Jayne E Pester Director - Executive
Mr Brent P Cooper Sales and Marketing Manager
Mr Martin Nel Mergers and Acquisitions
Mr Andrew Kennedy General Manager - Sunlover Cri{@pointed director of Dectar 19.7.2006)
Mr Kevin J Sheppard Company Secretary
Mr Richard D Murphy Financial Controller (resigng@ October 2005)
2006 Key Management Personnel
Share
Short-term Benefits Post-employment  based Total Performance
benefits payment related
Cash Cash
Salary Incentive Other Superannuation Options %
$000 $000 $000 $000 $000 $000
Mr David R Kingston - - 52 - - 52 -
Mr Phillip Dickinson 108 6 - 52 - 166 3.62
Ms Jayne E Pester 132 12 - 11 - 155 7.75
Mr Brent Cooper 90 5 5 8 - 108 4.63
Mr Martin Nel 93 - - 9 - 102 -
Mr Andrew Kennedy 37 - - 3 - 40 -
Mr Kevin Sheppard - - 107 - - 107 -
Mr Richard Murphy* 28 - - 2 - 30 -
488 23 164 85 - 760

* resigned 12 October 2005

13



DIRECTORS’ REPORT
YEAR ENDED 30 JUNE 2006

12. REMUNERATION REPORT (continued)

(b) Key Management Personnel (continued)

2005 Key Management

Personnel
Share
Short-term Benefits Post-employment based Total Performance
benefits payment related
Cash Cash
Salary Incentive Other Superannuation Options %
$000 $000 $000 $000 $000 $000
Mr David Kingston - - 30 - - 30 -
Mr Phillip Dickinson 79 35 - 31 18 163 32.62
Ms Jayne E Pester 99 15 - 9 19 * 142 24.28
Mr Brent Cooper 71 4 5 6 15+ 101 17.47
Mr Martin Nel 51 - - 5 68 124 -
Mr Andrew Kennedy - - - - - - -
Mr Kevin Sheppard - - 86 - - 86 -
Mr Richard Murphy 66 4 - 7 10* 87 18.68
366 58 121 58 130 733

Note that the term, Key Management Personnel (KM&fgrs to executive directors, non-executive doectand
senior leadership executives. It also capturesitteeHighest remunerated executives in the paremipeny and the
consolidated entity for both the 2005 and 2006rfaial years.

Certain directors are paid performance based bsnossed on set monetary figures, rather than piiopsrof their
salary. This has led to the proportions of remuimarelated to performance varying between indieig.
Entitlements to bonuses or grants for the year tmen fully paid or vested (100%) during the yeaw. ifcentive
amounts have been forfeited because service afap@nce criteria have not been met during the.y&the date of
this report there are no additional incentives in placehwid become payable in future years.

* The share option payments shown above in respiecd Pester, B Cooper and R Murphy have beenedaby
performance during the 2005 year and, as such, beee accrued as a cost applicable to the 2005agearar end
even though options were not issued until the 2p& and following shareholder approval in Novem®@®d5 in
respect of director J Pester.

(c) Share Options:

Options are issued to key management personnedra®fptheir remuneration. The options are issugseld on performance
criteria and, in the case of Ms J E Pester, have been granted as a @shitwhg the KPI that the profit for the consolidated
entity (excluding any one off non trading itemsteaded the budgeted profit target for the periddotember 2004 to 30
June 2005. Shareholder approval is required foiongtissued to directors and following shareholdpproval 325,000
options were issued to Ms J E Pester at an exercise pri@ ednts. The options are exercisable on or befddecember
2007. Details of options issued to key managemenbpees as part of remuneration applicable to tharfaial year are:

Number Granted as Total
Parent Entity Granted as part of _ remuneration Optiqns Options Total
part of remuneration represented  Exercised Lapsed
remuneration by options
$ % $ $ $
2006:
JaynePester nil nil nil nil nil Nil
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DIRECTORS’ REPORT
YEAR ENDED 30 JUNE 2006

12. REMUNERATION REPORT (continued)

(c) Share Options (continued)

13.

14.

15.

During the year ended 30 June 2006, and up toatedaf this report, the following ordinary shaoé$cean Capital
Limited were issued on the exercise of optionsédsunder share option deeds. No amounts are uopady of the
shares.

Exercise Date Exercise Price Number of Shares Issued
30 September 2005 14.4 cents 1,000,000
11 November 2005 30.0 cents 175,000
8 March 2006 30.0 cents 500,000
22 September 2006 30.0 cents 500,000

Unissued ordinary shares for which options aretanting at the date of this report are as follows:

Parent Entity Grant Date Date of Expiry Exercisiedr Number Under
Option
Ms J E Pester 15 August 2005 1 December 2007 38 cen 325,000
Mr B P Cooper 15 August 2005 1 December 2007 30scent 250,000

No director entitled to exercise the options hatias any right by virtue of the option to particg#t any share issue of any
other body corporate. The above options for shasge earned in respect of performance during @85 Jear.

AUDITOR INDEPENDENCE DECLARATION
The Auditor Independence Declaration under Se@®fC of the Corporations Act 2001 forms part o$ tirectors report
and is attached on page 17.

INDEMNIFICATION OF OFFICERS
During or since the end of the reporting perio@ parent entity has paid premiums in respect ofrdract insuring all the
directors and officers of Ocean Capital Limited against all claims, proceedinggjdgmbind expenses incurred in their job as
directors of the company except where the liability arises out of conduct involwvijua breach of duty or where the
liabilities have been imposed by law or for anyalegction or litigation outside the jurisdiction tife contract. The total
amount of the insurance contract premiums paid$&s289 (2005: $19,112).

NON- AUDIT SERVICES

The following amounts were paid or are payabtenfm-audit services provided by:

PKF Chartered Accountants:

Review of tax calculations of deferred tax assetieuAIFRS 5,140
Discussions in relation to AIFRS 1,330

PKF Investment Services Pty Ltd
Preparation of independent experts report iticei to Hides Acquisition 8,500
$14,970

The directors are satisfied that the provision ofi-aadit services during the year by the auditorsoisipatible with the
general standard of independence for auditors ieghbyg the Corporations Act.

The directors are satisfied that the provision af tion-audit services did not compromise the audiidependence
requirements of the Corporations Act because thaeces were provided by persons who were not iredlin the audit and
PKF has appropriate safeguards in place to presedependence which safeguards have been disdosed accepted by
members of the Audit Committee.
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16.

17.

18.

DIRECTORS’ REPORT
YEAR ENDED 30 JUNE 2006

AUDIT COMMITTEE

At the date of this report the consolidated entity had an audit committee consistimg efecutive director David Kingston

as well as external accountant Kevin Sheppard. The cbea’si responsibilities are to oversee the existence and maintenanc
of internal controls and accounting systems, owethe financial reporting process, nominate extemnditors and review

the existing external audit arrangements.

Number of

Committee Number of

Name of Member Qualifications . - Committee
Meetings Eligible to :
Meetings Attended
Attend
David R Kingston  Investment Banker B.Com., LL.B. 3 3
Non Executive Chairman of Directors

Kevin J Sheppard  B. Bus (Acctcy), CPA 3 3

Company Secretary

PERFORMANCE IN RELATION TO ENVIRONMENTAL REGULAIDN
The consolidated entity’s operations are subject toifsignt environmental regulation under the lawtled Commonwealth

and State. There has been no matter either during oe she end of the reporting period which, in thénigm of the
directors, would give rise to any material conflidth the provisions of the existing environmenegulations.

ROUNDING OF AMOUNTS

The company is an entity to which ASIC Class Or@#i100 applies. Accordingly, amounts in the financial statements have
been rounded to the nearest thousand dollars.

Signed in accordance with a resolution of the Doec

Dated at Brisbane this 29th day of September 2006.

PHILLIP DICKINSON
EXECUTIVE DIRECTOR

16



AUDITOR INDEPENDENCE DECLARATION

To the Directors of Ocean Capital Limited

As lead engagement partner for the audit of Ocespit&@l Limited for the year ended 30 June 200&dlare that to the best of my
knowledge and belief, there have been:

(&) no contraventions of the auditor independengairements of the Corporations Act 2001 in relatothe audit; and

(b) no contraventions of any applicable code of ggefonal conduct in relation to the audit.

PKF
Chartered Accountants

C G Bellamy
Partner

Dated at Brisbane this 9@lay of September 2006.
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INCOME STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2006

Consolidated Entity

Parent Entity

2006 2005 2006 2005
Notes $000 $000 $000 $000

Revenues from ordinary activities 3 24,491 18,922 1,128 ,593
Advertising & promotions (862) (701) - -
Amortisation (36) - - -
Bank fees & charges (98) (105) (9) (6)
Cost of sales (6,244) (5,279) - -
Commission and agents fees (1,423) - - -
Depreciation (768) (670) (233) (228)
Directors costs (318) (298) (59) (30)
Employee related expenses (7,053) (5,539) (109) (174)
Finance costs 3) - (151) -
Freight & cartage (173) (171) - -
Insurance (393) (326) - -
Rental expense on operating leases (969) (1,270) (15) -
Repairs & replacements (900) (564) - -
Telephone, electricity, gas & rates (941) (836) -
Other expenses from ordinary activities (1,300) (982) (439) (394)

3,010 2,281 113 761
Gain on business combination 11,23 140 - -
Profit/(loss) from ordinary activities before income tax 4 3,150 2,281 113 761
Income tax (expense)/benefit relating to ordinamyvities 5 (904) (718) (34) (296)
Net profit/(loss) from continuing operations 2,246 5@3 79 465
Overall operations:

Basic earnings per share (cents per share) 20 63.57 3.562
Diluted earnings per share (cents per share) 20 5563. 3.533

Dividends per share (cents per share) - -

The above Income Statements are to be read inmctign with the attached Notes.
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BALANCE SHEETS
AS AT 30 JUNE 2006

Consolidated Entity

Parent Entity

2006 2005 2006 2005
Notes $000 $000 $000 $000
CURRENT ASSETS
Cash and cash equivalents 6 3,514 2,661 1,338 52,38
Trade and other receivables 7 1,463 821 8,937 02,64
Inventories 8 254 260 - -
Other current assets 9 339 99 - 2
TOTAL CURRENT ASSETS 5,570 3,841 10,275 5,027
NON CURRENT ASSETS
Property, plant & equipment 10 23,668 13,399 4,481 4,520
Other financial assets 11 - - 3,783 376
Deferred tax asset 5 3,233 3,619 2,302 2,763
TOTAL NON CURRENT ASSETS 26,901 17,018 10,566 59,6
TOTAL ASSETS 32,471 20,859 20,841 12,686
CURRENT LIABILITIES
Trade and other payables 13 3,241 1,694 3,143 2,484
Short term borrowings 14 (a) 76 75 46 75
Current tax liability 378 - 378 -
Provisions 15 (a) 216 137 5 4
TOTAL CURRENT LIABILITIES 3,911 1,906 3,572 2,563
NON CURRENT LIABILITIES
Long term borrowings 14 (b) 39 - - -
Provisions 15 (b) 291 36 - -
TOTAL NON CURRENT LIABILITIES 330 36 - -
TOTAL LIABILITIES 4,241 1,942 3,572 2,563
NET ASSETS 28,230 18,917 17,269 10,123
EQUITY
Contributed equity 16 20,543 13,476 20,543 13,476
Accumulated profits (losses) 7,687 5,441 (3,274) (3,353)
TOTAL EQUITY 28,230 18,917 17,269 10,123

The above Balance Sheets are to be read in coanwith the attached Notes.
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STATEMENTS OF CHANGES IN EQUITY
FOR THE PERIOD ENDED 30 JUNE 2006

Consolidated Entity

Balance at 1 July 2004

Profit attributable to members of parent entity
Shares issued during the period

Transaction costs of share issue

Shares bought back during the period
Transaction costs of share buyback

Issued capital on recognition of bonus element of
options

Subtotal this period
Dividends paid or provided for

Balance at 30 June 2005

Profit attributable to members of parent entity
Shares issued during the period

Subtotal this period
Dividends paid or provided for

Balance at 30 June 2006

Parent Entity

Balance at 1 July 2004

Profit attributable to members of parent entity
Shares issued during the period

Transaction costs of share issue

Shares bought back during the period
Transaction costs of share buyback

Issued capital on recognition of bonus element of
options

Subtotal this period
Dividends paid or provided for

Balance at 30 June 2005

Profit attributable to members of parent entity
Shares issued during the period

Subtotal this period
Dividends paid or provided for

Balance at 30 June 2006

Share Capital Retained Earnings Total
$000 $000 $000
13,405 3,878 17,283
- 568 1,563
4,490 - 4,490
(222) - (222)
(4,289) - (4,289
(20) - (20)
112 - 112
13,476 5,441 18,917
13,476 5,441 18,917
- 248 2,246
7,067 - 7,067
7,067 2,246 9,313
20,543 7,687 28,230
. Retained Earnings/
Share Capital (Accumulated losses) Total
$000 $000 $000
13,405 (3,818) 9,587
- 465 465
4,490 - 4,490
(222) - (222)
(4,289) - (4,289
(20) - (20)
112 - 112
13,476 (3,353) 10,123
13,476 (3,353) 10,123
- 79 79
7,067 - 7,067
7,067 79 7,146
20,543 (3,274) 17,269

The above Statements of Changes in Equity are tedzkin conjunction with the attached Notes.
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STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED 30 JUNE 2006

CASH FLOW FROM OPERATING ACTIVITIES

Receipts from customers and others
Payments to suppliers, employees and others
Interest received

Finance costs paid

GST paid

Net Cash provided by (used in) operating activities

CASH FLOW FROM INVESTING ACTIVITIES

Payments for property plant & equipment
Proceeds from sale of property plant & equipment
Payment for subsidiaries net of cash acquired

Net cash provided by (used in) investing activities

CASH FLOW FROM FINANCING ACTIVITIES

Repayment of borrowings
Proceeds from issue of shares
Capital raising costs

Cost of share buy back

Share buy back costs
Proceeds from subsidiary
Loan to subsidiary

Net cash provided by (used in) financing activities

NET INCREASE/(DECREASE) IN CASH HELD

Cash and cash equivalents at beginning of year

CASH AND CASH EQUIVALENTS AT END OF
YEAR

Consolidated Entity

Parent Entity

2006 2005 2006 2005
Note $000 $000 $000 $000
27,048 20,701 2,942 2,122
(21,648) (16,555) (421) (294)
137 171 111 163
®3) - (151) -
(1,000) (953) 30 (50)
2C 4,534 3,364 2,511 1,941
(2,957) (9)25 (195) (150)
411 - 1 -
@,12 - (8,102) -
(3,966) (1,259) (8,296) (150)
(32) - - -
346 4,490 346 4,490
- (222) - (222)
- (4,289) - (4,289)
- (20) - (20)
- - 5,500 -
- - (1,079) -
314 (41) 4,767 (41)
882 2,064 (1,018) 730
62,58 522 2,310 560
1C 3,468 2,586 1,292 2,310

The above Statements of Cash Flows are to be reamhjanction with the attached notes.
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1C

NOTES TO STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2006

Reconciliation of cash and cash equivalents.

For the purposes of this statement of cash floash encludes -
() cash on hand and in at call deposits with lsamkfinancial institutions, net of bank overdraétad,
(i) investments in money market instruments wihd than 14 days to maturity.

Cash at the end of the year is shown in the balsineet as: -
Consolidated Entity

Cash on hand and in banks
Bank overdraft

2C

Parent Entity

2006 2005 2006 2005
$000 $000 $000 $000
3,514 2,661 1,338 2,385
(46) (75) (46) (75)
3,468 2,586 1,292 2,310

Reconciliation of cash flow from operations wittofit from ordinary activities after income tax:

Profit from ordinary activities after income tax

(@)

(b)

Non cash flows in profit from ordinary activisie
Amortisation

Depreciation

Increase/(decrease) in provision — doubtful debts
(Gain)/loss on sale of fixed assets

Movement in Deferred Tax Asset

Total non cash flows

Changes in assets and liabilities:
(Increase)/decrease in trade debtors
(Increase)/decrease in receivables — related esntiti
(Increase)/decrease in inventories
(Increase)/decrease in prepayments
(Increase)/decrease in short term security deposits
Increase/(decrease) in trade creditors
Increase/(decrease) in loans from related entities
Increase/(decrease) in GST payable
Increase/(decrease) in unearned income
Increase/(decrease) in other creditors
Increase/(decrease) in provisions
Increase/(decrease) in amount payable to directors
Increase/(decrease) in employee benefits

Gain on acquisition of subsidiaries

Head entity assumption of subsidiaries tax balances
Increase/(decrease) in current tax

Total Movements

NET CASH PROVIDED BY OPERATING
ACTIVITIES

226 1,563 79 465
36 - - -
768 659 233 228
31) ( (125) - (10)
(51) - (1) -
527 841 461 408
1,249 1,375 693 626
333 69 (85) 261
62 - 1,500 624
60 (38) - 63
(151) (5) 2 35
3 3 - 6
775 254 250 5) (17
- - 511 448
(18) 19 (13) (74)
(25) 130 - 5) (19
(161) (41) - 1) (4
4 18 - (72)
- 17 - (30)
(81) - 1 -
(140) - - -
- - (805) -
378 - 378 -
1,039 426 1,739 850
4,534 3,364 2,511 1,941
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3C

4C

5C

NOTES TO STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2006

Cash not available for use: An amount of $25,ID5: $25,000) is not available for use in dayl&y operations as it is
supporting a bank guarantee for electricity supplyfurther amount of $210,000 is not available fme in day to day
operations as it is supporting a bank guarantdaviaur of the Great Barrier Reef Marine Park Auttyoin respect of reef
pontoon decommissioning.

Cash Flow information in relation to the acquisitioiCohtrolled Entities is disclosed in Note 23 to the Accaunts

Non cash finance and investing activities

During the year the consolidated entity acquiredameehicles with an aggregate fair value of $18%,By means of finance
lease.

On 30 June 2006, the consolidated entity acquirbdilding for a total consideration of $7,799,530f this consideration,
$6,720,000 was paid through the issue of 16,000s6@0es at 42 cents in the parent entity.

These transactions have not been reflected iStdwements of Cash Flows.
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1.

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

STATEMENT OF ACCOUNTING POLICIES

The principal accounting policies adopted by Ocean Capital Limited are stateder to assist in general understanding of
the financial statements.

The financial report is a general purpose financial report that has beemegkrép accordance with Accounting Standards,
Urgent Issues Group Consensus Views, other autitiwgtpronouncements of the Australian Accountiten8ards Board and
the Corporations Act 2001.

The financial report covers the Consolidated Entity of Ocean Cdpitated and controlled entities, and Ocean Capital
Limited as an individual parent entity. Ocean Capital Limited is a listed pubinpay, incorporated and domiciled in
Australia.

The financial report of Ocean Capital Limited andtcolled entities, and Ocean Capital Limited as an individual parent entity
comply with all Australian equivalents to Intermmatal Financial Reporting Standards (AIFRS) in tlegitirety.

The financial report was authorised for issue ofi 88ptember 2006 by the directors. The financipbreis presented in
Australian Dollars.

The following is a summary of the material accongtpolicies adopted by the consolidated entityhm preparation of the
financial report. The accounting policies haverbeensistently applied, unless otherwise state.

Basis of Preparation

First-time Adoption of Australian Equivalents tddmational Financial Reporting Standards

Ocean Capital Limited and controlled entities and Ocean Capital Limited as an individualepditgritave prepared financial
statements in accordance with the Australian equivalents to Internationatiglrf@eporting Standards (AIFRS) from 1 July
2005.

In accordance with the requirements of AASB 1: tRiree Adoption of Australian Equivalents to International Financial
Reporting Standards, adjustments to the parent entity amsblidated entity accounts resulting from the introdacté
AIFRS have been applied retrospectively to 2005 gamative figures excluding cases where optionahgtiens available
under AASB 1 have been applied — refer Note 2 Tfhese consolidated accounts are the first financial statements of Ocea
Capital Limited to be prepared in accordance witlst#talian equivalents to IFRS.

The accounting policies set out below have beesistantly applied to all years presented.

Reconciliations of the transition from previous faian GAAP to AIFRS have been included in Not® 2his report.

Reporting Basis and Conventions

The financial report has been prepared on an adschasis and is based on historical costs modiiedhe revaluation of
selected non-current assets, financial assets and financial liabilities for \whidhirt value basis of accounting has been
applied.

(a) Principles of Consolidation

A controlled entity is any entity Ocean Capital Limited has the power to control the financial and operatieg piotic
as to obtain benefits from its activities.

A list of controlled entities is contained in No28 to the financial statements. All controllediges have a June
financial year-end. All inter-company balances arahsactions between entities in the consolidetatity, including
any unrealised profits or losses, have been eli@ihan consolidation. Accounting policies of sulemigis have been
changed where necessary to ensure consistenclethage policies applied by the parent entity.

Where controlled entities have entered or leftdbesolidated entity during the year, their operatiesults have been
included/excluded from the date control was obthiokeuntil the date control ceased.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

STATEMENT OF ACCOUNTING POLICIES (contied)
(b) Property, Plant and Equipment

Property, plant and equipment are carried at cost, less where applicable, anylatecudepreciation or amortisation.

The depreciable amount of all fixed assets inclgdiilding, but excluding freehold land, are defatx over the
useful lives to the Consolidated Entity on a straight line ntetimal commencing from the time the asset is held riady
use. Leasehold improvements are depreciated bgeshorter of either the unexpired period of tlaséeor the estimated
useful lives of the improvements. The averageagption rates used for each class depreciable assets are: -

Class of Fixed Asset Depreciation Rate
Buildings 2.5%

General Plant & Equipment 10% to 20%
Computer Equipment 20% to 40%
Motor Vehicles 12.5% to 15%
Vessels and Reef Pontoons 10% to 20%

The gain or loss on disposal of all fixed assetsluding any re-valued assets, is determined as thereliite between
the carrying amount of the asset at the time of disposal and proceeds of disgb&ateaognised as income or expense
of the Consolidated Entity in the year of dispamad included in profit from ordinary activities be¢ income tax of the
Consolidated Entity in the year of disposal.

(c) Impairment of Assets

At each reporting date, the group reviews the @agryalues of its tangible and intangible assets torohéte whether
there is any indication that those assets have ipeeaired. If such an indication exists, the remmable amount of the
asset, being the higher of the asset’s fair vadss kosts to sell and value in use, is comparelet@sset’s carrying
value. Any excess of the asset’s carrying valwer @8 recoverable amount is expensed to the inctatensent.

Impairment testing is performed annually for godtlaund intangible assets with indefinite lives.

Where it is not possible to estimate the recoverabieunt of an individual asset, the group estimttesrecoverable
amount of the cash-generating unit to which thetdsslongs.

(d) Income Tax

The charge for current income tax expense is basethe profit for the year adjusted for any noneasable or
disallowed items. It is calculated using the taxsabat have been enacted or are substantiallyezhbg the balance
sheet date.

Deferred tax is accounted for using the balance sheet liability method in respopofary differences arising between
the tax bases of assets and liabilities and their carrying amaouthis financial statements. No deferred incomentiix
be recognised from the initial recognition of asetsor liability, excluding a business combinatiamere there is no
effect on accounting or taxable profit or loss.

Deferred tax is calculated at the tax rates thateapected to apply to the period when the assetlsed or liability is
settled. Deferred tax is credited in the inconageshent except where it relates to items that magrddited directly to
equity, in which case the deferred tax is adjusliegctly against equity. Deferred income tax asse¢ recognised to the
extent that it is probable that future tax profitdl be available against which deductible tempordifferences can be
utilised.

The amount of benefits brought to account or whieky be realised in the future is based on the gssomthat no
adverse change will occur in income taxation legistatimd the anticipation that the consolidated entitly derive
sufficient future assessable income to enable #meefit to be realised and comply with the condgiaf deductibility
imposed by the law.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

1. STATEMENT OF ACCOUNTING POLICIES (continued)

(d) Income Tax (continued)

(e)

()

(9)

(h)

(i)

)

Ocean Capital Limited and its wholly owned subsidiarieeeHarmed an income tax consolidated group undertax
consolidation regime. Ocean Capital Limited is the head compaadyis responsible for recognising the current and
deferred tax assets arising from unused tax ldssehe tax consolidated group. Current tax expénseme, deferred
tax liabilities and deferred tax assets arisingnftemporary differences of the members of the tasolidated group are
recognised in the separate financial statementheofmembers of the tax-consolidated group using‘dtend-alone
taxpayer’ approach. Any current tax liabilitiesles and deferred tax assets arising from unugdddses are assumed
by the head entity and are recognised by the comasian equity contribution or distribution.

The group notified the Australian Taxation Offitet it had formed a tax consolidated group from I§ 2003. The
consolidated entity has no tax sharing arrangentsitseen the head company and its subsidiaries the @nd of the
financial year.

Leases

Leases of fixed assets where substantially all idles mnd benefits incidental to the ownership ofakset, but not the
legal ownership that is transferred to entitiethim consolidated entity, are classified as findaases.

Finance leases are capitalised by recording an asset and a liability at the lower ajuhts @aqual to the fair value of
the leased property or the present value of the minimum lease payments, inaludgaranteed residual values. Lease
payments are allocated between the reduction ofetee liability and the lease interest expenséh®period. Leased
assets are depreciated on a straight-line basis over the slidhtgr estimated useful lives or the lease term.

Payments made under operating leases are expensadtomght line basis over the term of the leaseept where
alternative basis is more representative of theepabf benefits to be derived from the leased eryp

Inventories

Goods for resale are valued at the lower of cosk et realisable value. Costs have been assignéaveémtory
guantities on hand at balance date using the watighterage method.

Intangible Assets — Goodwiill

Goodwill is initially recorded at the amount by which the purchase prica business exceeds the fair value attributed
to its net assets at date of acquisition. Goodwill is tested annually fairingnt and carried at cost less accumulated
impairment losses.

Employee Benefits

Provision is made for the company’s liability for employee benefitngr from services rendered by employees to
balance date. Employee benefits expected to bledetithin one year together with entitlementssiag from wages
and salaries, annual leave and sick leave which wilkdtded after one year, have been measured at tbhenasn
expected to be paid when the liability is settlglis related on costs. Other employee benefitsipayater than one
year have been measured at the present value e$tineated future cash outflows to be made foraHmEnefits.

Liabilities are determined after taking into consat®n estimated future increases in wages andissland past
experience regarding staff departures. Relatetbets are included.

Contributions are made by the Consolidated Entity to employee smp@tion funds (accumulation funds) and are
charged as expenses when incurred.

Other Financial Assets - Non Current
Investments in wholly owned subsidiary companiessiiown at cost.
Interest Bearing Liabilities

Secured and unsecured interest bearing liabiitiescarried at their principal amount plus anyaed interest.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

1. STATEMENT OF ACCOUNTING POLICIES (continued)

(k)

o

Revenue
Revenue from the sale of goods is recognised upeml¢livery of goods to customers. Revenue fronréhdering of a

service is recognised upon the delivery of the serdidae customers. Rental revenue is recognised in accordgéhce
the terms of the respective rental agreementsref#nue is stated net of the amount of goods ernces tax (GST).

Finance costs

Finance costs including interest paid are recognésean expense in the period in which they angried.

(m) Receivables

(n)

(0)

(9);

(@)

Trade debtors are carried at nominal amounts disedry provision for doubtful debts. A provisiam floubtful debts is
recognised when collection of the full amount islorager probable. Trade debts are usually settled on thirty day terms.

Business Combinations

The purchase method of accounting is used to atdoull business combinations, including businesmbinations
involving entities or businesses under common cbntegardless of whether equity instruments oepthssets are
acquired. Cost is measured as the fair value efaisets given, shares issued or liabilities ieduar assumed at the
date of exchange plus costs directly attributadbihné acquisition.

Identifiable assets acquired and liabilities andticment liabilities assumed in a business combonatire measured
initially at their fair values at the acquisitioatd, irrespective of the extent of any minorityeneist. The excess of the
cost of acquisition over the fair value of the Cameldl Group’s share of the identifiable net assetgliaed is recorded

as goodwill. If the cost of acquisition is lesahthe Group’s share of the fair value of the identifiable assdte of
subsidiary acquired, the difference is recogniseectly in the Income Statement, but only after assessment of the
identification measurement of the net assets aeduir

Provision for Pontoon Decommissioning

In accordance with applicable legal requirementsravision for site restoration in respect to tleammissioning of
the pontoons in the Great Barrier Reef is recognis€tle provision is the best estimate of the presahte of the
expenditure required to settle the restorationgalbibn at the reporting date, based on current legpirements and
technology. Future restoration costs are revieamuually and any changes are reflected in the presdue of the
provision at the end of the reporting period.

The amount of the provision for future restorattmsts is capitalised and is depreciated. The wtingnof the effect of
discounting on the provision is recognised as anfie cost.

Goods and Services Tax (GST)

Revenues, expenses and assets are recognisedmetofount of GST, except where the amount of GSiliried is not
recoverable from the Australian Tax Office. In thesrcumstances the GST is recognised as part otcdse of
acquisition of the asset or as part of an itemheféxpense. Receivables and payables in the Balance Sheet are sho
inclusive of GST.

Comparative figures

Where required by Accounting Standards comparafigares have been adjusted to conform with chaniges
presentation for the current reporting period.

Rounding of Amounts

The parent entity has applied the relief availabtelar ASIC Class Order 98/100 and accordingly, an®im the
financial report have been rounded off to the né&&900.

27



NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

2. FIRST TIME ADOPTION OF AIFRS

@) Reconciliation of Equity at 1 July 2004

Current Assets
Cash and cash equivalents
Trade and other receivables
Inventories
Other
Total Current Assets

Non-Current Assets
Other financial assets
Property, plant and equipment
Deferred tax assets
Total Non-Current Assets
Total Assets

Current Liabilities
Payables
Interest-bearing liabilities
Provisions
Total Current Liabilities

Non-Current Liabilities
Provisions
Total Non-Current Liabilities
Total Liabilities

Net Assets

Equity
Share Capital
Accumulated profits (losses)
Total Equity

Consolidated Parent
AGAAP Effect of AIFRS AGAAP Effect of AIFRS
1JULY Transition 1JULY 1JULY Transition 1JULY
2004 to 2004 2004 to 2004
Australian Australian
Equivalents Equivalents
to IFRS to IFRS
Note $000 $000 $000 $000 $000 $000
941 - 941 684 - 684
765 - 765 3,515 - 3,515
222 - 222 63 - 63
97 - 97 43 - 43
2,025 - 2,025 4,305 - 4,305
(iii) 12,471 339 12,8 4,598 - 4,598
0) - 4,337 4,337 - 3,435 3,435
12,471 4,676 17,147 4,598 3,435 8,033
14,496 4,676 19,172 8,903 3,435 12,338
1,315 - 1,315 2,551 - 2,551
419 - 419 124 - 124
127 - 127 54 - 54
1,861 - 1,861 2,729 - 2,729
28 - 28 22 - 22
28 - 28 22 - 22
1,889 - 1,889 2,751 - 2,751
12,607 4,676 17,283 6,152 3,435 9,587
(i) 13,348 57 13,405 13,348 57 13,405
(741) 4,619 3,878 @19 3,378 (3,818)
12,607 4,676 17,283 6,152 3,435 9,587
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

2. FIRST TIME ADOPTION OF AIFRS (continued)

(b) Reconciliation of Equity at 30 June 2005

Current Assets
Cash and cash equivalents
Trade and other receivables
Inventories
Other
Total Current Assets

Non-Current Assets
Other financial assets
Property, plant and equipment
Deferred tax assets
Total Non-Current Assets
Total Assets

Current Liabilities
Payables
Other financial liabilities
Provisions
Total Current Liabilities

Non-Current Liabilities
Provisions
Total Non-Current Liabilities
Total Liabilities

Net Assets

Equity
Share Capital
Accumulated profits (losses)
Total Equity

Consolidated Parent
AGAAP Effect of AIFRS  AGAAP Effect of AIFRS
30 JUNE Transition 30 June 30 JUNE Transition 30 June
2005 to 2005 2005 to 2005
Australian Australian
Equivalents Equivalents
to IFRS to IFRS
Note $000 $000 $000 $000 $000 $000
2,661 - 2,661 2,385 - 2,385
821 - 821 2,640 - 2,640
260 - 260 - - -
99 - 99 2 - 2
3,841 - 3,841 5,027 - 5,027
@ - - - - 376 376
(iii) 13,071 328 99,3 4,520 - 4,520
(@) - 3,619 3,619 - 2,763 2,763
13,071 3,947 17,018 4,520 3,139 7,659
16,912 3,947 20,859 9,547 3,139 12,686
(i) 1,694 - 1,694 2,484 - 2,484
75 - 75 75 - 75
137 - 137 4 - 4
1,906 - 1,906 2,563 - 2,563
36 - 36 - - -
36 - 36 - - -
1,942 - 1,942 2,563 - 2,563
14,970 3,947 18,917 6,984 3,139 10,123
(i) 13,307 169 13,476 13,307 169 18,47
1,663 3,778 5,441 ®32 2,970 (3,353)
14,970 3,947 18,917 6,984 3,139 10,123
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

2. FIRST TIME ADOPTION OF AIFRS (continued)

(c) Reconciliation of Profit or Loss for the yearded 30 June 2005

Consolidated Parent
AGAAP  Effectof  AIFRS AGAAP  Effect of AIFRS
30 JUNE Transition 30June 30JUNE Transition 30 June
2005 to 2005 2005 to 2005
Australian Australian
Equivalents Equivalents
to IFRS to IFRS
Note $000 $000 $000 $000 $000 $000

Revenues from ordinary activities 18,922 - 18,922 1,593 - 1,593
Advertising & promotions (701) - (701) - - -
Bank fees (105) - (105) (6) - (6)
Borrowing costs - - - - - -
Cost of sales (5,279) - (5,279) - - -
Depreciation (iii) (659) (12) (670) (228) - (228)
Directors costs (298) - (298) (30) - (30)
Employee related costs (i) (5,427) (112) (5,539) (62) (112) (174)
Freight and cartage (171) - (a71) - - -
Insurance (326) - (326) - - -
Rent (1,170) - (1,170) - - -
Repairs & replacements (564) - (564) - - -
Telephone, electricity & rates (836) - (836) - - -
Other expenses from ordinary activities (982) - (982) 394 - (394)
Profit (loss) from ordinary activities before 2,404 (123) 2,281 873 (112) 761
income tax
Income tax expense relating to ordinaryi) - (718) (718) - (296) (296)
activities
Net profit (loss) attributable to 2,404 (841) 1,563 873 (408) 465

members of the company

(d) Reconciliation of cashflow statements for yiear ended 30 June 2005:

The adoption of AIFRS has not resulted in any nigtadjustments to the Statements of Cashflows.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

2. FIRST TIME ADOPTION OF AIFRS (continued)

(e) Reconciliation of conversion of accumulatedfites opening balance at date of conversion

Consolidated Parent
30 June 2005 30 June 2005

Accumulated Profits (Losses) under GAAP $000 $000
Opening balance 1 July 2004 (741) (7,196)
Add/(subtract) adjustment to retained earnings

Recognition of tax losses at 1 July 2004 3,435 3,435
Recognition of expense for employee option costs (i) (57) (57)
Recognition of tax asset - additional building depation (i) 848 -
Recognition of tax asset — accruals and provisions ® 53 -
Fair value adjustment for property plant & equipmen (i) 340 -

arising under business combinations

Accumulated Profits under AIFRS opening balancelyt 2004 3,878 (3,818)
Add net profit after tax for 2004/2005 under GAAP 2,404 873
less recognition of 2004/2005 expense for emplayem®n costs (112) (112)
less 2004/2005 fair value adjustment for propeliyip& equipment arising under (12) -
business combinations

less 2004/2005 income tax on profits (718) (296)
Net Profit after tax for 2004/2005 under AIFRS 1,563 465
Accumulated Profits under AIFRS closing balance 3@ 005 5,441 (3,353)
() NOTES

(i) Income tax

Under AASB 112: Income Taxes, income tax lossed samporary differences are recognised as assets \this

probable that they will result in an consolidated benefit bgamged. This results in the recognition of taxsks

additional building depreciation allowable and aect leave provisions being recognised as an assdtthe date of AIFRS
transition on 1 July 2004. This treatment differ®ni previous AGAAP which required virtual certaintyefore

recognition. Under tax consolidation, all lossewér been transferred to the head company. Cutagnliabilities and

deferred tax assets for unused tax losses repnestaquity contributed by the parent entity to its subsidiaries.

(ii) Share based payments

Under AASB 2: Share based payments, Employee optigis now need to be expensed by charging thevdhie of the

estimated cost of the option as an adjustment agapening accumulated profits (losses) at 1 JOBA2The cost of future
options will be charged against profits commendhogn 1 July 2004. In accordance with AASB 1, théitgrhas elected to
value options granted after 7 November 2002 ancthviiested before 1 July 2004. This has the effééhauding an

amount of option reserve within issued capital

(i) Business Combinations

Under AASB 3: Business Combinations, an adjustrhastbeen made to opening balance of Property BlghEquipment

for funds received after takeover in 1994 whicheéhaveviously been adjusted annually as depreciation on consolidation
This results in a one off increase in the value opBrty Plant and Equipment at transition date anisherease in the annual
depreciation charge. AASB 3 requires a reassagsnfieliscounts on acquisition with such to be recognised datedy as
profit wherever the discount remains. The entityélasted under AASB 1 to apply AASB 3 prospectively.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

Consolidated Entity Parent Entity
2006 2005 2006 2005
$000 $000 $000 $000
3. REVENUE
Operating activities
Sales of goods 24,205 18,751 3 5
Interest revenue from other persons 37 1 171 111 163
Administration fee revenues 98 - 233 1,425
Rental revenue - - 780 -
Total Revenue from operating activities 4240, 18,922 1,127 1,593
Non operating activities
Gain (loss) on disposal of propeptant
and equipment 51 - 1 -
Total Revenue from ordinary activities B4 18,922 1,128 1,593
Revenue from exchange of goods
included in sale of goods above 39 30 - -
4. ITEMS INCLUDED IN PROFIT
Additional information on nature of
expenses/revenues
Net gain on disposal of non current assets
- Property plant & equipment 51 - 1 -
Net gain on assignment of water sports 98 - - -
Net bad and doubtful debts 31 5 - -
Operating lease payments:
- minimum lease payments 957 1170 15 -
- contingerrentals 12 - - -
969 1170 15 -

Note:

A wholly owned subsidiary (Dectar Pty Ltd) disclesecontingent rental lease obligation becausartmnt of the
rental payment under the term lease of its wharf and berthiiligyfadth Cairns Port Authority is determined froen

fixed annual rental and an additional levy detesgdion the number of passengers using the facility. The additional levy
charged for 2005/06 is 50 cents per passenger.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

Consolidated Entity

Parent Entity

2006 2005 2006 2005
$000 $000 $000 $000
5. INCOME TAX
The amount provided in respect of income tax differ
from the amount of prima facie tax payable on profi
from ordinary activities and is reconciled as fal-
Prima facie tax payable on profit from ordinaryieites
before income tax at 30% 945 684 34 296
Add tax effect of
- non deductible expenses 1 34 - -
946 718 34 296
Less tax effect of
- non assessable income received gain on bigsines
combination (42) - - -
Income Tax expense attributable to entity 904 718 34 96 2
Amount of franking credits available for subsequemtorting periods. 378 -
The above franking balance has been adjusted &mkiing credits that will arise from the
payment of current tax liability.
(@) The components of tax expense comprise:
- Current tax 840 674 34 298
- Deferred tax 64 44 - (2)
Income tax expense/(benefit) in income statement 904 718 34 296
(b) Deferred tax assets comprise:
- Trading losses 2,300 2,762 2,300 2,762
- Provisions 164 56 1 1
- Buildings 753 800 - -
- Other 16 1 1 -
3,233 3,619 2,302 2,763
(c) The overall movement in the deferred tax asset
account is as follows:
Opening balance 3,619 4,337 2,763 3,435
(Charge)/credit to income statement (386) (718) 344 296)
Assumption of tax liabilities of subsidiaries - - 0B (376)
Closing balance 3,233 3,619 2,302 2,763
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

Consolidated Entity Parent Entity
2006 2005 2006 2005
$000 $000 $000 $000
5. INCOME TAX (continued)
(d) The movement in deferred tax assets for each
Temporary difference during the year is as follows:
Provisions
Opening balance 56 54 1 -
Credited (charged) to the income statement 108 2 - 1
Closing balance 164 56 1 1
Other timing differences
Opening balance 1 - - -
Credited (charged) to the income statement 15 1 1
Closing balance 16 1 1 -
Buildings
Opening balance 800 847 - -
Credited to the income statement 47 (47) - -
Closing balance 753 800 - -
Trading losses
Opening balance 2,762 3,435 2,762 3,435
Credited (charged) to the income statement (462) 3)(67 (462) (673)
Closing balance 2,300 2,762 2,300 2,762
(e) Deferred tax assets not brought to account, the
benefits of which will only be realised if the
conditions of deductibility set out in note 1(b) acc
Capital losses 183 - - -
6. CASH AND CASH EQUIVALENTS
Cash on hand 44 37 - -
Cash at bank 3,470 2,624 1,338 2,385
3,514 2,661 1,338 2,385
7. TRADE AND OTHER RECEIVABLES (current)
Trade debtors 1,504 837 - 2
Provision for doubtful debts (41) (16) - -
1,463 821 - 2
Sundry debtors — wholly owned subsidiaries - - 8,937 ,638
1,463 821 8,937 2,640

Loans to wholly owned subsidiaries are due and lpayan demand.
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10.

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN
FOR THE YEAR ENDED 30 JUNE 2006

INVENTORIES (CURRENT)

Finished goods held for resale or use at cost

OTHER CURRENT ASSETS (CURRENT)

Short term security deposits
Prepayments

PROPERTY, PLANT AND EQUIPMENT

Freehold land at cost
Leasehold land and lease at cost
Total Land

Buildings on freehold land at cost
Buildings on leasehold land at cost
Less accumulated depreciation
Total Buildings

Total Land and Buildings

Vessels and Reef Pontoons:
At cost

Accumulated Depreciation
Total Vessels

Plant and equipment:

At cost

Accumulated Depreciation
Plant and Vehicle under Lease:

At cost
Accumulated Depreciation

Total Plant and Equipment

Total Property, Plant and Equipment

Consolidated Entity

Parent Entity

2006 2005 2006 2006
$000 $000 $000 $000
254 260 - -
3 6 - -
336 93 - 2
339 99 - 2
1,051 1,051 1,051 1,051
2,612 2,612 - -
3,663 3,663 1,051 1,051
13,001 5,201 5,201 5,201
9,588 9,456 - -
(7,869) (7,787) (2,311)  (2,181)
14,720 6,870 2,890 3,020
18,383 10,533 3,941 4,071
2,866 - - -
(831) - - .
2,035 - - -
9,738 8,897 2,635 2,542
(6,553) (6,359) (2,095) (3)09
3,185 2,538 540 449
101 - - -
(36) - - -
65 - - -
3,250 2,538 540 449
23,668 13,399 84,4 4,520
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

10. PROPERTY, PLANT AND EQUIPMENT (continued)

NOTE: VALUATION

A valuation of Club Crocodile Airlie Beach propegiiant and equipment was obtained in January 206 Jones Lang LaSalle,
registered valuers. This valuation stated theeturmarket value on a going concern basis of tbpety to be $5.7 million at

that date. A valuation of Long Island Resort propelant and equipment by Jones Lang LaSalle steggd valuers, in January
2005 stated the value of leasehold land and impnewés based on current market value to be $15omilliThese valuations were
not made with a regular policy of revaluing progegrtant and equipment. The property plant and egait owned by the wholly

owned subsidiary, Dectar Pty Ltd (Sunlover Cruisés)s been included at the amount paid on acaquisit 31 January 2006.
The directors have not made any upward revaluatigmoperty plant and equipment in these accounts.

Movement in Carrying Amounts

Buildings on Plant &
Freehold and Freehold and Vessels and Equipment
Leasehold Leasehold Reef Plant and under finance
Land Land Pontoons Equipment lease Total
ConsolidatedEntity:
Opening Balance 3,663 7,198 - 2,538 - 13,399
Additions - 7,799 1,102 1,096 101 10,098
Acquisition through
business combinations - - 1,012 26 - 1,038
Less Disposals - - - (63) - (63)
Less Depreciation Expense - (277) (79) (412) (36) (804)
Closing Balance 3,663 14,720 2,035 3,185 65 23,668
ParentEntity:
Opening Balance 1,051 3,020 - 449 - 4,520
Additions - - - 194 - 194
Acquisition through - - - - - -
business combinations
Less Disposals - - - - - -
Less Depreciation Expense - (130) - (103) - 233)
Closing Balance 1,051 2,890 - 540 - 4,481
Consolidated Entity Parent Entity
2006 2005 2006 2005
$000 $000 $000 $000
11. OTHER FINANCIAL ASSETS — UNLISTED
Shares in wholly owned controlled entities (2005 is
$312 and shown as nil after rounding as less tBa0)$ - - 3,783 376

12.

Note:

All issued capital in Dectar Pty Ltd was acquiced31 January 2006 at a cost of $8,101,230. Failgpwa reduction of
share capital of Dectar Pty Ltd on 15 June 208&wrn of capital of $5,500,000 was received by the compzereby
reducing the cost of its investment in this whatiwned subsidiary to $2,601,230. The current takillties and
deferred tax assets arising from unused tax losfdbe subsidiaries are assumed by the parent aom(2006 -
$805,381 and 2005 - $376,146) and represent néyamquntributed by the parent company to its suiasids and this is

eliminated by the consolidated entity.
INTANGIBLES

Purchased goodwill Lake Street - 609 - -

Purchased goodwill Hides Hotel 578 578 578 578
578 1,187 578 578

Accumulated amortisation (578) (1,187) (578) (578)

Net carrying amount of intangibles - -
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN
FOR THE YEAR ENDED 30 JUNE 2006

Consolidated Entity

Parent Entity

2006 2006 2006 2006
$000 $000 $000 $000
13. TRADE AND OTHER PAYABLES (CURRENT)
Trade creditors 3,241 1,021 497 349
Amounts payable to
- wholly owned subsidiaries - - 2,646 2,135
- directors - 47 - -
- other - 626 - -
3,241 1,694 3,143 2,484
14. BORROWINGS
(a) CURRENT — SHORT TERM
Bank overdrafts (secured) 46 75 46 75
Lease liabilities (secured) 30 - - -
76 75 46 75
(b) NON CURRENT — LONG TERM
Lease liabilities (secured) 39 - - -
39 - - -
(i) The carrying amounts of non-current aspétdged as security are:
- Freehold land 1,051 1,051 1,051 1,051
- Leasehold land 2,612 2,612 - -
- Buildings on freehold land 10,689 3,151 2,890 3,020
- Buildings on Leasehold land 4,030 3,986 - -
- Plant & equipment 5,285 2,538 540 449

(ii) The bank overdrafts of the Parent Entity and subsidiaries are fully secured by figdiges over freehold

and leasehold properties of controlled entities.

(iii) Information about terms and conditions of lmwings are included at Note 21.
15. PROVISIONS
(@) CURRENT
Employee benefits — annual leave 216 137 5 4
216 137 5 4

(b) NON CURRENT
Employee benefits — long service leave 148 36
Pontoon decommissioning 143 -

291 36
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15.

16.

(©)

@)

(b)

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS

FOR THE YEAR ENDED 30 JUNE 2006

Consolidated Entity

2006 2005

$000 $000
PROVISIONS (continued)

Pontoon Decommissioning

Opening balance 1 July 2005 - -
Additional provision through business combination 391 -
Amounts used - -
Increase in the discounted amount arising because

of time and the effect of any change in the distoun

rate 4 -

Parent Entity

2006
$000

2005
$000

Balance 30 June 2006 143 -

Note: A provision has been recognised for thesctisbe incurred for the restoration of the GreatriBr Reef at some

time in the future for the decommissianof the reef pontoons owned and operated by alyvbahed

subsidiary.

SHARE CAPITAL Number Number
2006 2005
Contributed Equity - shares

At the beginning of the reporting period 61,762,389 56,13B2
Issue of options - -
Shares issued during the year — conversion of

options @ 30 cents on 11 November 2005 and 675,000 -

8 March 2006

Shares issued during the year — conversion of

options @ 14.4 cents on 30 September 2005 1,000,000 -
Shares issued during the year — new issue @ 42

cents — 30 June 2006 16,000,000 -
Shares issued during the year — new issue @ 20

cents - 22,452,111
Transaction costs - -
Share buy back - (16,820,000
Transaction costs buy back -

13,476

203

144

6,720

13,405
112

4,490
(222)
(4,289)
(20)

At the end of the reporting period 79,437,389 62,389

20,543

13,476

Contributed Equity - options

There were 1,000,000 share options over unissuastgranted on 3 September 2003 and conferreghatoi acquire

ordinary shares at 14.4 cents per share. Thesmneptiere converted to shares on 30 September 2005.

Number of 14.4 cemptions

2006 2005
On issue at beginning of financial year 1,000,000 1,000,000
Issued during the financial year - -
Converted during the financial year (1,000,000) -
Expired during the financial year - -
On issue at end of financial year - 1,000,000
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

16. SHARE CAPITAL (continued)

(b) Contributed Equity — options (continued)

There were 1,000,000 share options over unisswe@slgranted on 1 December 2004 and each conferight to
acquire ordinary shares at 30 cents per share,00F%f these options were converted to shared dwolember
2005 and a further 500,000 were converted to staaré&March 2006.

On issue at beginning of financial year
Issued during the financial year
Converted during the financial year
Expired during the financial year

On issue at end of financial year

Number of 8@nt options

2006 2005

1,000,000 -
750,000 1,000,000
(675,000) -

1,075,000 1,0aD,00

Fully paid ordinary shares carry the right to ongevat a meeting of the company. Shareholdershage the right to
receive dividends as declared and to participatherproceeds from the sale of all surplus assets in propaatithe
total shares issued in the event of the compangingnup.

Option holders do not carry voting rights, do nattggipate in proceeds from sale of surplus assets in the evéwt of t
company winding up and are not entitled to divideimdrelation to unexercised options.

17. CAPITAL AND LEASING COMMITMENTS

(a) Operating Lease Commitments:

Non cancellable operating leases contracted for but

not capitalised in the financial statements.

Payable:
Not later than one year

Later than one year but not later than fivarge

Later than five years

Consolidated Entity Parent Eity
2006 2005 2006 2005
$000 $000 $000 $000
141 788 - 651
221 - - -
362 788 - 651

Two non cancellable property leases were in plagand the year with differing commencement datestanahs up to ten
years and with rent payable monthly in advancetid@p existed to renew the leases at the end dkthes for additional
terms of up to five years. The lease in respettidés Hotel expired in May 2006 and the optioextend was not taken
up in view of the contract negotiated to buy thdd4i Hotel building. The lease in respect of ClubcGdile Lake Street
Motel expired on 20 November 2005. The optionetoenw this lease at the end of its term was not takesunlover
Cruises holds a sublease over land from Cairns Port Authority which is uaesdcaiage facility and is due for renewal in
October 2006. Sunlover also has a rental agreement withs@Rort Authority in respect of its berthing facility which
there is a fixed rental fee in addition to a lewgéd on the number of passengers using the facility
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

17. CAPITAL AND LEASING COMMITMENTS (continued)

Consolidated Entity Parent Eity
2006 2005 2006 2005
$000 $000 $000 $000
(b) Capital Expenditure Commitments:
Capital expenditure contracted for at year
End but not provided for
Payable:
Not later than one year - 5 - -
Later than one year but not later thare frears - - - -
Later than five years - - - -
- 5 - -

In addition to the above, a wholly owned subsidianjds a perpetual lease over crown land which cenued on
1 October 1961. The current annual contributiommitment for this lease is $57,380 (2005 - $59,436).

(c) Finance Lease Commitments:
Motor Vehicles
Payable - minimum lease payments

- not later than 12 months 30 - - -
- between 12 months and 5 years 44 - - -
- greater than 5 years - - - -
Minimum lease payments 74 - -
less future finance charges 5 - -

Present value of minimum lease payments 69 - - -

18. AUDITORS' REMUNERATION

Remuneration of the auditor of the parent entity fo

Auditing or reviewing the financial report 54 28 54 28
Non audit services:

Review of tax calculations of deferred tax assetser

AIFRS 5 - 5 -
Discussions in relation to AIFRS 1 - 1
Preparation of independent experts reports 9 4 9

69 32 69 32
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19.

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

KEY MANAGEMENT PERSONNEL COMPENSATION

Compensation Practices

The board’s policy for determining the nature and am@f compensation of key management for the gieugs
follows:

The compensation structure for key management peetds based on a number of factors, includingytierof
service, particular experience of the individuahoerned, and overall performance of the comparhe dontracts for
service between the company and key managemerdnpeisare on a continuing basis, the terms of whiehnot
expected to change in the immediate future. Umtinement key management personnel are paid enplogrefit
entitlements accrued to date of retirement. Any options notisgerbefore or on the date of termination lapseimith
30 days of cessation.

The group seeks to emphasise payment for resuttagh providing various cash bonus reward schespes;ifically,
the incorporation of incentive payments based enathievement of revenue and profit targets. \ariocentive
payments result where the group returns operatiofjit ggreater than 5% over budgets. This conditovides
management with a performance target focused uggani sales growth utilising existing group reses:

Bonuses included per note 19 (b) are based on thegets. The objective of the reward scheme Isoth reinforce
the short and long-term goals of the group and ¢wige a common interest between management andtsiiders.
The bonuses were granted to key management peison@8 July 2006. There has been no alteratidhéderms of
the bonuses paid since grant date.

The employment conditions of the executive direstdr Dickinson and Ms Pester as well as otherrkepagement
personnel are formalised in contracts of employmefey management personnel are permanent emplofethe
Ocean Capital Limited consolidated group.

The remuneration committee of the board of directtgtermines the proportion of fixed and varialdepensation
for each key management personnel. Refer Noté)19 (
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS

FOR THE YEAR ENDED 30 JUNE 2006

19. KEY MANAGEMENT PERSONNEL COMPENSATION (continde

(@) Names and positions held of consolidated and pamtity key management personnel in office at amg tduring the financial

(b)

year are:

Key Management Person Position

Mr David R Kingston
Mr Phillip Dickinson
Ms Jayne E Pester
Mr Brent P Cooper
Mr Martin Nel

Mr Andrew Kennedy
Mr Kevin J Sheppard
Mr Richard D Murphy

Chairman — Non-executive
Director — Managing Director to 31 August 2006, Extiéve Director from 1 September 2006
Director - Executive
Sales and Marketing Manager
Mergers and Acquisitions
General Manager — Sunlover Cruises
Company Secretary
Financial Controller (resigned 12 October 2005)

2006 Key Management Personnel

Mr David R Kingston
Mr Phillip Dickinson
Ms Jayne E Pester
Mr Brent Cooper

Mr Martin Nel

Mr Andrew Kennedy
Mr Kevin Sheppard
Mr Richard Murphy*

* resigned 12 October 2005

2005 Key Management

Personnel

Mr David Kingston
Mr Phillip Dickinson
Ms Jayne E Pester
Mr Brent Cooper

Mr Martin Nel

Mr Andrew Kennedy
Mr Kevin Sheppard
Mr Richard Murphy

Share
Short-term Benefits Post-employment  based Total Performance
benefits payment related
Cash Cash
Salary Incentive Other Superannuation Options %
$000 $000 $000 $000 $000 $000 $000
- - 52 - - 52 -
108 6 - 52 - 166 3.62
132 12 - 11 - 155 7.75
90 5 5 8 - 108 4.63
93 - - 9 - 102 -
37 - - 3 - 40 -
- - 107 - - 107 -
28 - - 2 - 30 -
488 23 164 85 - 760
Share
Short-term Benefits Post-employment based Total Performance
benefits payment related
Cash Cash
Salary Incentive Other Superannuation Options %
$000 $000 $000 $000 $000 $000 $000
- - 30 - - 30 -
79 35 - 31 18 163 32.62
99 15 - 9 19 142 24.28
71 4 5 6 15 101 17.47
51 - - 5 68 124 -
- - 86 - - 86 -
66 4 - 7 10 87 18.68
366 58 121 58 130 733
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

19. KEY MANAGEMENT PERSONNEL COMPENSATION (continde
(c) Option Holdings:
Number of options held by Key Management Persoangéar end:
Net Total Total Not

Balance Grantedas Options Change Balance Total Vested Exercisable Exercisable
1.7.2005 Compensation exercised Other 30.6.2006 30.6.2006 30.6.2006 30.6.2006

Mr P Dickinson 1,000,000 - 1,000,000 - - - - -
Ms J E Pester 325,000 - - - 325,000 325,000 325,000 -
Mr B P Cooper 250,000 - - - 250,000 250,000 250,000 -
Mr M L Nel 1,000,000 - 500,000 - 500,000 500,000 500,000 -
Mr R D Murphy 175,000 - 175,000 - - - - -
2,750,000 - 1,675,000 - 1,075,000 1,075,000 1,075,000 -

Options were granted to key management personnetioutient year and in respect of previous year emsgtion. All options
outstanding at 30 June 2006 have an exercise @ii8@ cents.

There has been no change to terms or conditionpt@ns since grant date.
No options have been granted as compensation apfdito this year.

All options granted to key management personnelarerflinary shares in Ocean Capital Limited, whiohfer a right of one
ordinary share for every option held.

(d)  Shares issued on Exercise of Compensatiaormpt
Shares issued this year on options granted as cwsafien in prior periods.

Key Management Personnel No. of Ordinary Amount Paid per Share Amount Unpaid per
Shares Issued Share
Mr P Dickinson 1,000,000 14.4 cents Nil
Mr M Nel 500,000 30 cents Nil
Mr R D Murphy 175,000 30 cents Nil
1,675,000

(e) Number of shares held by Key Management Persamaktheir related parties at year end:

Balance Received as Options Net change Balance
1 July 2005 remuneration exercised other 30 June 2006

Key Management Personnel
David R Kingston 34,943,938 - - 18,723,235 * 53,6631
Phillip Dickinson 2,060,243 - 1,000,000 (300,000) * 2,760,243
Jayne Pester 55,600 - - - 55,600
Brent Cooper 140,000 - - - 140,000
Martin Nel 250,000 - 500,000 (590,000) * 160,000
Andrew Kennedy - - - - -
Kevin J Sheppard 1,654,000 - - (100,000) * 1,554,000
Richard D Murphy - - 175,000 (175,000) ** -

39,103,781 - 1,675,000 17,583,235 58,337,016

* Refers to shares purchased or sold durinditiaacial year.
** Refers to cessation of employment.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

Consolidated Entity

2006 2005
$000 $000
20. EARNINGS PER SHARE
Net profit used in calculating basic earnings pere 2,246 2,404
Net profit used in calculating diluted earnings pleare 2,246 2,404
Weighted average number of ordinary shares used in
Calculating basic earnings per share 62,821,088 87366
Dilutive potential ordinary shares 342,045 548,387
Weighted average number of ordinary shares and
potential ordinary shares used in calculating diluted
earnings per share 63,163,133 68,052,692
Potential ordinary shares that are not dilutive aod
used in the calculation of diluted earnings persha - -
Ordinary shares issued between reporting dateised t
of completion of the financial report - -
Basic earnings per share (cents per share) 3.576 cents 3.562 cents
Diluted earnings per share (cents per share) 3.556 cents 3.533 cents

21. FINANCING ARRANGEMENTS
Credit Standby Arrangements:

The group has a combined overdraft facility of $800 (2005: $400,000), as well as on line and tedd facilities of
$1,670,000 (2005: $1,670,000) which can be usesgithgr the parent or subsidiary companies.

Other Financing Arrangements:
(a) There are no additional loan arrangementsubsigliary companies.

(b) The Consolidated Entity has a bank guarainté®vour the Great Barrier Reef Marine Park Auityo®Id for an
amount of $60,000 (2005 - $60,000) in relation tmg Island Resort.

(c) A wholly owned subsidiary has a bank guaramedavour the Great Barrier Reef Marine Park Auttyo@Id for an
amount of $171,000 (2005 - nil) in relation to Swar Reef Cruises.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

22. RELATED PARTY TRANSACTIONS

Transactions between related parties are on nocm@mmercial terms and conditions no more favourabim tthose
available to other parties. Apart from normal ingdactivities between members of the consolidated entity becauseirof t
proximity of operations in the Whitsundays and Cagnsas there are no business transactions betwegpaaies within
the Consolidated Entity.

Consolidated Entity Parent Entity
2006 2005 2006 2005
$000 $000 $000 $000
(@) Transactions with related Parties:
Interest paid by Ocean Capital Limited to wholly
owned subsidiary Dectar Pty Ltd for short term
funding between January 2006 and May 2006 - - 148 -

(b)  Wholly owned controlled group:
During the year the Parent Entity loaned amountsholiy owned controlled entities and received repaytsie
of advances from those entities. Interest is not payable on the loangBnis tho fixed term of repayment.
Balances owed to the parent entity at year end:were

2006 2005

$000 $000
Oceancorp Pty Ltd 1,138 2,638
Dectar Pty Ltd (138) -
Long Island Resorts Pty Ltd (1,651) (1,654)
CCH Cairns Operations Pty Ltd (367) (56)
CCH Island Operations Pty Ltd (207) (352)
Club Crocodile Whitsundays Pty Ltd (383) (73)
Hides Hotel Unit Trust 7,799 -

6,291 503

(c) Other transactions with related parties:
Key management Personnel

Rental payments made to Rifon Pty Ltd, a related

party of director David R Kingston, in respect of

the lease of Hides Hotel in Cairns. The company

entered a 10 year lease on the property on 30 May

1996 with Shearwater Pty Ltd. Rifon Pty Ltd

purchased the freehold of this property from

Shearwater Pty Ltd, prior to David R Kingston

becoming a director of the company on 12.08.2002.

This property was acquired by the consolidated

entity on 30 June 2006. 720 703 - -

Underwriters fee paid to K Capital Pty Ltd a rethte
party of director David R Kingston in respect of
captal raising by rights issue in August 2004. - 180 - 180

Accounting staff and facility hire paid to
KDP Accountancy Pty Ltd a related party of
Company Secretary Kevin Sheppard 107 86 107 86

Acquisition of Hides Hotel from Rifon Pty Ltd, a

related party of director David Kingston, settled o

30 June 2006

Cash payment 1,080 - - -
Payment by share issue 6,720 - - -
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

CONTROLLED ENTITIES

Investment in controlled entities —

Parent Entity:
Ocean Capital Limited

Controlled Entities of Ocean Capital Limited:

Oceancorp Pty Ltd (previously Mytarc Pty Ltd)
Long Island Resorts Pty Ltd

KQ Investments Pty Ltd

CCH Cairns Operations Pty Ltd

Club Crocodile Whitsundays Pty Ltd

CCH Island Operations Pty Ltd

Dectar Pty Ltd

OCE Hides Pty Ltd

Ocean Hotels Pty Ltd

Controlled entities acquired:

Cost of Combination:
Purchase consideration
Direct costs relating to the acquisition
Total Purchase consideration
Fair value of net assets acquired

Gain on acquisition

Aggregate assets and liabilities acquired are l&safs:-

Cash and cash equivalents
Trade and other debtors
Inventory

Other assets

Property, plant and equipment
Trade and other payables
Provisions

Deferred tax asset

Outflow of cash to acquire business, net of cash

acquired:
Cash consideration
Less cash acquired

Outflow of cash

Net profit after tax since acquisition date inclddim

income statement

Subsequent to acquisition date, Dectar Pty Ltd nade
return of capital of $5,500,000 thereby reducing ¢ost

of investment from $8,101,230 to

Country of Percentage Investment at cost
Incorporation owned
2006 2005 2006 2005
% % $ $
Australia
Australia 100 100 10 10
Australia 001 100 - -
Australia - 001 - 2
Australia 100 100 100 100
Australia 100 100 100 100
Australia 100 100 100 100
Australia 100 - 2,601,230 -
Australia 100 - 100 -
Australia 100 - 100 -
Others - new
Dectar Pty Ltd Incorporation Total
$ s $
$
(8,101,230) (300) (8,101,530)
(8,101,230) (300) ,10B530)
8,241,529 300 83241,
140,299 - 140,299
6,978,666 300 6,978,966
1,006,040 - 1,006,040
53,565 - 53,565
91,300 - 91,300
1,357,485 - 1,357,485
(975,072) - (975,072)
(410,754) - (410,754)
140,299 - 140,299
8,241,529 300 8,241,829
8,101,230 300 8,101,530
(6,978,666) (300) (6,978,966)
1,122,564 - 1,122,564
384,311 - 384,311
2,601,230
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23.

24.

25.

26.

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

CONTROLLED ENTITIES (continued)

On 31 January 2006 the parent entity acquired 160®ectar Pty Ltd trading as Sunlover Cruises fanes purchase
consideration of $2,601,230 and is entitled tgatdifits earned since acquisition.

Additional wholly owned subsidiaries were incorgedaon 10 May 2006, (OCE Hides Pty Ltd — 100 shafe®l each)
and 20 June 2006 (Ocean Hotels Pty Ltd — 100 sludu®E each)

On 10 May 2006 the Hides Hotel Trust was establisirel OCE Hides Pty Ltd is the trustee of the twksth acquired the
Hides Hotel on 30 June 2006. This trust is a gt with all 100 units of $1 on issue owned by garent entity.

100% of voting shares acquired in all entities.
Controlled entity disposed of 29 January 2006:
K Q Investments Pty Ltd

Aggregate gain on disposal nil.

Changes of company names were effected duringeheas follows:-

Date New Name Previous Name

26 October 2005 Ocean Capital Limited Club Crdleddoldings Ltd

21 November 2005 Oceancorp Pty Ltd Mytarc Pty Ltd

21 November 2005 Club Crocodile Whitsundays Rty L CCH Whitsunday Operations Pty Ltd

CONTINGENT LIABILITIES

The parent entity and two of its wholly owned sdlzgies, Oceancorp Pty Ltd and Long Island Redetysl td,
have entered into a Deed of Indemnity under witiehparent entity and its subsidiaries cross gteeathe finance debt of
each other.
Parent Entity
2006 2005
$000 $000
Oceancorp Pty Ltd - -
Long Island Resorts Pty Ltd - -

A wholly owned subsidiary is currently defendinditigation claim brought by the developer of a m¥s¢ions software
system for the balance of monies alleged owing wheher development of the software was terminaféde quantum of
the invoices is in dispute and directors have thaysupported by legal advice that the potential additional financial
amount that this company may be liable for is nil.

AFTER BALANCE DATE EVENTS
No matters or circumstances have arisen sincenti@the financial year which significantly affected or may signitigan
affect the operations of the consolidated entity, rémults of those operations, or the state of affafirhe consolidated

entity in future financial years.

COMPANY DETAILS

The registered office of the company is: The principal platrisihess of the company is:
C/- Sheppard Hanson & Co Club Crocodile Airlie Beach Resort

Shop D, 1181 Wynnum Road, Shute Harbour Road,

CANNON HILL QLD 4170 WHITSUNDAY QLD 4802

The principal activities of the company are thatesfort and hotel operation and reef cruises.
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28.

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

SEGMENT INFORMATION

The consolidated entity operates in two segmegitsgbT ourism & Hospitality and Cruise Operations.
The consolidated entity operates predominantly i @eographical segment being Queensland, Australia.
Segment information is reported separately asqrexdule 1 — Segment reporting.

FINANCIAL INSTRUMENTS

The groups financial instruments consists mainlgeposits with banks including short term depositgounts receivable
and payable, loans to and from subsidiaries arahéiial leases.

(@) Credit Risk
The maximum exposure to credit risk, excluding Wadue of any collateral or other security, at batadate to
recognised financial assets is the carrying amoustlatied in the balance sheet and notes to the cfadan
statements. The Consolidated Entity had no significant concensaif credit risk from any party or group.

(b)  Fair Values
The fair values of financial assets and liabilitggroximates their carrying value.

(c) Interest Rate Risk
The Consolidated Entity's exposure to interest rate riskghwisi the risk that a financial instrument's value will
fluctuate as a result of changes in market interest rates and theveffegighted average interest rates on classes of
financial assets and financial liabilities, is shoiw schedule 2 — Financial instruments.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS

Schedule 1.

SEGMENT REPORTING

REVENUE

External Sales

Sales to other segments
Total Segment Revenue

Unallocated Revenue
Total Revenue from ordinary activities

RESULT
Segment Result

Unallocated expenses net of unallocated revenue

Profit from ordinary activities before income tax
Income tax expense

NET PROFIT

ASSETS

Segment Assets
Unallocated Assets
Total Assets

LIABILITIES
Segment Liabilities
Unallocated Liabilities
Total Liabilities

OTHER

Acquisition of non current segment assets
Depreciation & Amortisation of segmeagsets
Other non cash segment expenses

FOR THE YEAR ENDED 30 JUNE 2006

Tourism & Hospitality Crui se Operians Eliminations Consolidated Entity
$000 $000 $000 $000
2006 2005 2006 2005 2006 2005 2006 2005
20,008 18,751 4,346 - 24,354 18,751
20,008 18,751 4,346 - - 24,354 18,751
137 171
24,491 18,922
2,674 2,109 342 - - 3,016 2,109
134 171
3,150 2,280
- - - - - (904) -
2,246 2,280
24,801 17,240 4,437 - - 29,238 17,240
3,233 3,619
32,471 20,859
2,262 1,898 1,455 - - 3,717 1,898
524 44
4,241 1,942
8,715 1,259 2,421 - - 11,136 1,259
1,365 659 120 - (681) 804 659
2 (108) (110) - - (108) (108)
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Schedule 2

FINANCIAL Weighted

INSTRUMENTS Average
Effective
Interest Rate
$000
2006 2005

Financial Assets

Cash 452 4.95

Receivables - -

Other - -

TOTAL FINANCIAL ASSETS

Financial Liabilities

Trade & sundry creditors - -

Bank overdraft 9.85 9.25

Finance leases 7.37 -

TOTAL FINANCIAL LIABILITIES

NET FINANCIAL ASSETS/(LIABILITIES)

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMEN TS
FOR THE YEAR ENDED 30 JUNE 2006

Floating Fixed Interest Rate Maturing
Interest Rate Within Year 1to5 Years Over 5 Years Non-Interest Total
Bearing
$000 $000 $000 $000 $000 $000
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
2,101 2,624 1,369 - - - - - 44 37 3,514 2,661
- - - - - - - - 1,463 821 1,463 821
- - - - - - - - 3 6 3 6
2,101 2,624 1,369 - - - - - 1,510 864 4980 3,488
- - - - - - - - 1,602 651 1,602 651
46 75 - - - - - - - - 46 75
- - 30 - 39 - - - - - 69 -
46 75 30 - 39 - - - 1,602 651 1,717 726
2,055 2,549 1,339 - (39) - - - (92) 213 3,263 2,762
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DIRECTORS' DECLARATION

The directors of Ocean Capital Limited declare:that

1. the financial statements and accompanying notes aecordance with the Corporations Act 2001:
(&) comply with Accounting Standards and the Corfiana Regulations 2001; and

(b)  give atrue and fair view of the financial pasitas at 30 June 2006 and of the performancénéoye¢ar ended on
that date of the company and the ConsolidatedyEntit

25. the Chief Executive Officer and Chief Financial Gffibave each declared that:

(a) the financial records of the company for theffitial year have been properly maintained in accordancesestion
286 of the Corporations Act 2001,

(b) the financial statements and accompanying notes for thecifhgear comply with the Accounting Standards; and

(c) the financial statements and accompanying notes forrthedial year give a true and fair view;

3. in the directors opinion there are reasonable grounddi¢wdéhat the company will be able to pay its debts dsndren
they become due and payable.

This declaration is made in accordance with a reisoluf the Board of Directors and is signed for andoehalf of the Directors
by:

PHILLIP DICKINSON

EXECUTIVE DIRECTOR

Dated at Brisbane this 29th day of September 2006
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INDEPENDENT AUDIT REPORT TO MEMBERS OF OCEAN CAPITA L LIMITED
Scope
The financial report and directors’ responsibility

The financial report comprises the balance sheeabniecstatement, statement of changes in equity, cash flow statement, notes to
the financial statements and the directors’ declaration for both Ocean Capital Limitedr{thany) and Ocean Capital Limited

and Controlled Entities (the consolidated entitg), the year ended 30 June 2006. The consolidated entityrisesoth the
company and the entities it controlled during tesr.

The directors of the company are responsible for ttepgration and true and fair presentation of timarfcial report in
accordance with the Corporations Act 2001. This includes redplitysior the maintenance of adequate accounting recands
internal controls that are designed to prevent aneatiétaud and error, and for the accounting polieied accounting estimates
inherent in the financial report.

Audit approach

We conducted an independent audit in order to expmapinion to the members of the company. Ourtavas conducted in
accordance with Australian Auditing Standards ideorto provide reasonable assurance as to whethénémeial report is free
of material misstatement. The nature of an audibfisenced by factors such as the use of professijutijement, selective
testing, the inherent limitations of internal contrahd the availability of persuasive rather than aasice evidence. Therefore,
an audit cannot guarantee that all material misstahts have been detected.

We performed procedures to assess whether in aliriabtespects the financial report presents fairly, in accordance with the
Corporations Act 2001, including compliance withcAanting Standards and other mandatory financialrtgprequirements in
Australia, a view which is consistent with our understagdf the company’s and the consolidated entity’s financial position,
and of their performance as represented by thdtsesfutheir operations and cash flows.

We formed our audit opinion on the basis of thesegdures, which included:
X examining, on a test basis, information to prowsiElence supporting the amounts and disclosurdifinancial report, and

X assessing the appropriateness of the accountingigménd disclosures used and the reasonableneigmifitant accounting
estimates made by the directors.

While we considered the effectiveness of managemémtesnal controls over financial reporting wherteteining the nature
and extent of our procedures, our audit was ndgded to provide assurance on internal controls.

Independence

In conducting our audit, we followed applicable épgndence requirements of Australian professiotiétad pronouncements
and the Corporations Act 2001.

Audit opinion
In our opinion, the financial report of Ocean Capitimited is in accordance with:
(a) The Corporations Act 2001, including:
(i) giving a true and fair view of the Ocean Capltahited's and the consolidated entity's financial positiont&&0alune
2006 and of theiperformance for the year ended on that date; and

(i) complying with Accounting Standards in Audiasand the Corporations Regulations 2001; and

(b) other mandatory financial reporting requirementaustralia.

PKF CG Bellamy
Chartered Accountants Partner

Dated at Brisbane this 29th day of September 2006.
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OCEAN CAPITAL LIMITED

CORPORATE GOVERNANCE STATEMENT

The Board of Ocean Capital believes in working to liighest standards of corporate governance as g®@fate for the
company. The Board also believes it is importanetmgnise that there can be no hard and fastawgeod corporate governance
and that it is important to consider the size of chenpany, the industry within which it operates ttorporate history and the
company’s inherent strengths.

The company has complied with several of the Ppiesi of Good Corporate Governance and Best PraRécemmendations of
the ASX Corporate Governance Council. These inclageng solid foundations for management, apprdpriBoard structure,
promotion of ethical and responsible decision mgkithe safeguard of integrity in financial repogtirthe making of timely
disclosure of material matters affecting the compaespecting the rights of shareholders, recoggisind managing risk,
encouragement of enhanced board and managemertiwffeess, providing fair and responsible remumn@naand recognising the
obligations to all legitimate stakeholders.

The Board believes the areas of non conformanosvistbelow will not unduly impact on the company’s ability to tmee
appropriate standards of Corporate Governance.

Those areas of non conformance are explained lasviol

Recommendation 2.1 — Majority of Independent Direatrs.

As a small market capitalisation company, it is important that OGsquital has a Board of an appropriate size. TherdBoa
believes that three is the appropriate numberreicthrs for the company at its current size and that the exditectors have the
necessary skills and industry knowledge. To addtiaddl directors at this stage would increase Boards size beyond what is
currently regarded as appropriate and would unisaci®s increase costs. As and when the company grole number of
directors may be increased.

Recommendation 2.2 — Independent Chairperson.

The Board believes that the company’s largest shareholdeBavid Kingston, is the best candidate to be Chaiirrand in that
role to guide the company’s vision and strategwel as to set performance expectations.

Recommendation 4.3 — Audit Committee composition

The committee presently comprises two members including the chairman of the Beaibard considers there are considerable
costs and practicality issues to be resolved inpdiamce with this recommendation.
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SHAREHOLDERS’ INFORMATION

LIST OF LARGEST 20 SHAREHOLDERS AT 21 SEPTEMBER 2006

Percentage of

Name No. of Shares Contributed equity

1. Lizold Pty Ltd 19,585,592 24.66
2. Sun-2 Pty Ltd 18,291,530 23.03
3. Granite Ridge Pty Ltd 15,620,051 19.66
4. Movilli Pty Ltd 2,363,829 2.98
5. DB Management Pty Ltd 1,649,121 2.08
6. Phillip Dickinson 1,610,243 2.03
7. Elcos (Qld) Pty Ltd 1,125,000 1.42
8. Mr P & Mrs J Dickinson (Dickinson Group Super Byn 1,000,000 1.26
9. Micawber Pty Ltd 944,991 1.19
10. Tappak Nominees Pty Ltd 650,000 0.82
11. UBS Wealth Management Australia Nominees Pty Ltd 2,487 0.80
12. Kevin J Sheppard (Sheppard & Wells Super Funil A/c 604,000 0.76
13.  Stephanie Phillips 456,600 0.57
14.  Kathryn A Groves & Nea Der Sarkissian 440,696 0.55
15. David J & Barbara A Niesler 403,292 0.51
16. Barchester Pty Ltd 400,000 0.50
17.  lronwood Investments Pty Ltd 400,000 0.50
18. Kevin Biggin 350,000 0.44
19. Bunyula Super Pty Ltd 331,000 0.42
20. Alfred Street Nominees Pty Ltd 308,411 0.39

Total holdings of top 20 shareholders 67,166,853

Total shares on register 79,437,389

Percentage held by top 20 shareholders 84.55%

DISTRIBUTION OF SHAREHOLDER NUMBERS

Size of Holding Number of Holders Number Held Ogtin Percentage Held
1-1000 146 83,551 0.11
1001-5000 227 616,453 0.78
5001-10000 97 771,121 0.97
10001-100000 250 6,508,370 8.19
100001 and over 43 71,457,894 89.95

Number of holders with less than marketable pargeisimum parcel $500) is 148.

Names of substantial shareholders listed in the P&mity’'s register at 21 September 2006 are:

Shareholder Name Ordinary Holding
1. Lizold Pty 19,585,592
2. Sun-2 Pty Ltd 18,291,530
3. Granite Ridge Pty Ltd 15,620,051

AUSTRALIAN STOCK EXCHANGE REPORT
There is no current on market buy back in respketttaocompany shares.

The results included in this report are the santb@se included in the financial accounts repottetthe Australian Stock
Exchange on 29 September 2006.
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NOTICE OF ANNUAL GENERAL MEETING

To Shareholders:

Notice is hereby given that the Annual General Mtgebf Ocean Capital Limited will be held at the Brase Office of PKF

Chartered Accountants at Level 6, AMP Place, 10&8geet, Brisbane, on Friday 17 November 2006nienting at 11.00am.

AGENDA:

ORDINARY BUSINESS

1. TO RECEIVE AND CONSIDER:
The Financial Report of the Company and of the Botn Entity for the year ended 30 June 2006 andRiéygorts by
Directors and Auditors thereon required to be lmfbore the meeting in accordance with Article 6&haf Constitution
and the Corporations Act 2001. The remunerationntepfothe company is included in the Director’'s Repand in
accordance with Section 250R(2) of the Corporatidos 2001, a resolution that the remuneration repertadopted
will be put to the meeting. The shareholder votedgisory only and will not bind the Directors detCompany.

2. RETIREMENT AND ELECTION OF DIRECTORS :

Phillip Dickinson retires in accordance with Aréc89.1 of the provisions of the constitution anihfe
eligible offers himself for re-election.

3. TO TRANSACT ANY OTHER GENERAL BUSINESS THAT MAY BE PROPERLY BROUGHT FORWARD .

By Order of the Board

KEVIN J SHEPPARD
COMPANY SECRETARY

Dated at Brisbane this 29th day of September 2006

VOTING AND PROXIES

Article 27 of the company’s constitution provides tlwat a show of hands every member present in persday @roxy o

attorney or (in the case of a corporation) by aeegntative, shall have one vote and upon a potlyestech member shall haye

one vote for every share of which he/she is a texgad holder.

>

A proxy form accompanies this report. Proxieshbéovalid, must be received at the registered officdkhe company, Shop |
1181 Wynnum Road, Cannon Hill, Qld, 4170, no ldatem 48 hours before the time of the meeting. @xpmeed not be
member of the company.
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WL .o OF e
being a member/members of Ocean Capital Limited, herebyYEPPO.......ccooeiiiiiiiiii e
OF e or, failing this, tihairman of the Meeting as my/our proxy,

to vote for me/us on my/our behalf at the Annuah&@al Meeting of the company to be held on FriddyNovember 2006 and
any adjournment thereof.

Dated this day of 2006
Signed by the said member: COMPANIES e
Director

..................................................... Company Seal
(Shareholder’s signature) (if applicable) Director

RESOLUTIONS

ITEM FOR AGAINST ABSTAIN

1 To adopt the Remuneration Report

2 To re-elect Phillip Dickinson as director

Members should be aware that it is the intentiothefChairman to vote in favour of each of the &ov
resolutions. If you do not wish to direct your pydxow to vote, please place a mark in the box.

By marking this box, you acknowledge that the Qhain may exercise your proxy even if he has anestén the outcome
of the resolution and votes cast by him other ttepraxy holder will be disregarded because of ititatest.

NOTE:

1. A member entitled to attend and vote is entitledgpoint not more than two (2) proxies.

2. Where more than one proxy is appointed each pnaxst be appointed to represent a specified prigpoof the member’s
voting rights and neither proxy shall be entitledsbte on a show of hands.

3. A proxy need not be a member of the Company.
4. If this form of proxy is executed under powemttbrney, the instrument must accompany the forpraxy.

5. Any instrument of proxy in which the name of the appns not filled in shall be deemed to be given in favduhe
Chairman of the meeting.

6. Proxies to be valid must be received at the Regid Office of the company, Shop D, 1181 WynnurnadR@&annon
Hill, Qld, 4170, no later than 48 hoursdyefthe time of the meeting. A proxy need not Ineeanber of the company
but should be a natural person over theohd8 years.

7. Proxies shall be in writing under the hahthe appointed or his attorney duly authorisedsiiting or if the appointer is
a corporation under its common seal or #redhof its attorney and such instrument is deemednfer authority to
demand or to join in demanding a poll.

8. Should a member desire to direct a proxy hovote, the member should place a mark (x), in the@miate box
against each item above, otherwise theypnoey vote as he or she thinks fit, or abstain frating.

9. The Company has determined that, for the purpofesting at the meeting, shares will be takebedeld by those
persons recorded in the company registat @00pm on 15 November 2006 being 48 hours béfierelate of the meeting.
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