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Dear Shareholder

The financial year ended 30 June, 2004 was a period of further change as the transition from Travelshop to Solagran was completed. 
It was also a period during which we achieved significant progress in a number of important directions. 

After completing an issue of ordinary shares and options, Solagran’s securities were re-listed on the ASX on 13 August, 2003.

During the year, Denis Kilroy and Charles Pellegrino were appointed as Directors of the Company, while Markus Mair, Patrick 
Hartford and Geoffrey Vincent resigned. I would like to take this opportunity to thank all three former Directors for their contribution, 
but I would particularly like to thank Patrick and Geoff for their efforts during the Company’s period of transition from Travelshop to 
Solagran. I would also like to welcome Denis and Charles. Both have been associated with Solagran for many years and it is difficult 
to overestimate their contribution to the Company in its early years.

The main focus of the Company’s activities during the year has been the commercialisation of a number of Bioeffectives.

On 26 February, 2004, the Company announced that it had been granted permission to conduct Phase II Clinical Trials to calibrate 
the performance of Bioeffectives R as a natural effective substance for treatment of various chronic liver conditions including 
hepatitis. Bioeffectives R is such an effective and safe treatment because the body itself produces these types of substances. These 
trials, which are being conducted according to internationally accepted protocols, are currently underway at four leading medical 
institutions in St Petersburg, Russia. The Board expects to be able to announce the results of these trials by the end of November 
2004.

In August 2004, the Company signed a manufacturing agreement with Galenopharm, one of Russia’s leading pharmaceutical 
manufacturers. Galenopharm has been involved with Solagran throughout its clinical trials program and will produce Ropren – the 
finished form version of Bioeffectives R – for the Russian market, once regulatory approval has been granted.

In parallel with these clinical trials, a series of other preclinical trials have been conducted in relation to the use of Bioeffectives R 
in other therapeutic applications. These trials have demonstrated that Bioeffectives R has potential to be used as a Monoamine 
Oxidase (MAO) activator. In addition new data indicates that Bioeffectives R has the potential to be used as a treatment for a 
range of brain disorders including Alzheimer’s disease. The Company is currently in discussions with a Melbourne-based medical 
institution with a view to beginning clinical trials in relation to the use of Bioeffectives R as a treatment for Alzheimer’s disease.  

At the same time, Bioeffective A is currently being evaluated as a new complementary medicine substance by the Therapeutic 
Goods Administration. Solagran is already working with a global OTC Pharmaceutical manufacturer on the design of finished form 
products based on Bioeffective A.

Many shareholders would be aware that a number of Bioeffectives, including A, V, S, N and R, can be used as ingredients in 
cosmetics and personal care products without being listed or registered as therapeutic substances. Solagran is in negotiations with 
a number of manufacturers in relation to the use of Bioeffectives as active ingredients in these product categories.  

I would also like to mention our association this year with the St Kilda Football Club. During the 2004 season, after an initial trial, 
the St Kilda senior team commenced using Bioeffective B. It was used in conjunction with both massage and sauna to accelerate 
players’ recovery following competition and training. The success of this trial has led to interest from other elite athletes and sporting 
teams. Based on this interest, Solagran has designed a new finished form topical product that is being developed in conjunction with 
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a leading international pharmaceuticals manufacturer.   

While all Directors are very pleased with progress this year, there are challenges ahead. One challenge that we must do more to 
overcome is in the area of communication with the investment community. The Board believes that a lack of understanding of the 
real potential of the Company is the primary reason for a disappointing stock price over the past six months. I will illustrate this point 
with three examples.

Subject to successful completion of its clinical trials program in November 2004, the fact that extensive trials have shown that 
Bioeffectives R has no toxicity, means that it should be possible to have it entered into the Russian Pharmacopoeia in late 2005. The 
market for an effective treatment for chronic liver disease is worth well in excess of $US100m per annum in Russia alone. So the 
upside potential for Solagran investors is both significant and close.  

Bioeffectives R is a polyprenol (a long chain isoprenoid alcohol). There is a market price for polyprenols supplied in analytical 
quantities for pharmaceutical research. Depending upon purity, the price is generally between $US20 and $US40 per five milligram 
unit – although in some cases it can be much higher. Solagran produces Bioeffectives R at a higher purity level than is available on 
the open market, but the Board has deliberately chosen not to participate as a supplier to this market. The reason for this is that we 
are pursuing a far higher value strategy to develop an effective hepatoprotector with multiple applications. Nevertheless, if Solagran 
were to participate as a supplier to this market, the value of the stock of Bioeffectives R that will remain following completion of the 
clinical trials program would approximate Solagran’s current market capitalisation.

Solagran’s waste-free technology can be applied to any species of tree – not just the Scotch pine, spruce and birch varieties with 
which the technology was developed. It is simply a matter of tuning the technology to the raw material source. At the same time, 
harvesting Bioeffectives does not require trees to be cut. They can be obtained from trees that have already been felled for other 
purposes – or simply by harvesting branches and leaving the trees themselves to regenerate. More importantly, Bioeffectives make 
trees as valuable for their leaves as they are for their wood or cellulose. This has major implications in relation to improving both the 
management of forests and the economics of the forestry industry – in Australia and around the world.  

The Board now has an investor communication strategy in place and we are hopeful of a positive re-rating of Solagran shares by 
the end of this financial year.

Before concluding, on behalf of the Board I would like to thank all members of the Solagran team in both Melbourne and St 
Petersburg. All have worked very hard over the past twelve months and the fruits of that labour should become clear to shareholders 
over the next twelve months.

Finally, I would like to thank you our shareholders for your continued support during the past year and hope that we will continue to 
enjoy that support during what I believe will be a very exciting future.

Dr Vagif Soultanov
Chairman
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The Directors present their report on the consolidated entity consisting of Solagran Limited (“the Company”) and the controlled 
entity (Solathera Limited) for the year ended 30 June, 2004.

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

Dr Vagif Soultanov 
Mr Denis Kilroy 
Mr Charles Pellegrino
Mr Peter Stedwell 

Dr Vagif Soultanov was a Director during the whole of the financial year and up to the date of this report.

Mr Denis Kilroy was appointed a Director on 25 August, 2003 and continues in office at the date of this report.

Mr Charles Pellegrino was appointed a Director on 1 April, 2004 and continues in office at the date of this report. 

Mr Peter Stedwell was a Director during the whole of the financial year and up to the date of this report.  

Mr Markus Mair was a Director for part of the financial year, having resigned on 8 August, 2003.

Mr Patrick Harford was a Director for part of the financial year, having resigned on 13 August, 2003.

Mr Geoffrey Vincent was a Director for part of the financial year, having resigned on 1 April, 2004. 

Principal Activity
The principal activity of the Company during the year was the continuing research and development of Bioeffectives along with the 
extension of patent protection for the extraction processes of Bioeffectives. 

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

Review of Operations
The Company issued a Prospectus dated 17 December, 2003 and a Replacement Prospectus dated 2 April, 2004 that ultimately 
resulted in the raising of approximately $1,750,000. 

An application was lodged with Therapeutic Goods Administration (TGA) for the listing of Bioeffective A as a new pharmaceutical 
substance. 

Phase II Clinical Trials commenced in Russia at four centres with a total of 120 patients testing Bioeffective R as a treatment for 
Hepatitis C and cirrhosis of the liver.  

The Company received a new patent for its modern revised extraction process for Bioeffectives and lodged an international patent 
application (PCT). 

Significant Changes in the State of Affairs
After completing an issue of ordinary shares and options, certain securities of the Company were re-quoted by ASX on 13 August, 
2003.

Denis Kilroy and Charles Pellegrino were appointed as Directors of the Company. 

Markus Mair, Patrick Harford and Geoffrey Vincent resigned as Directors of the Company during the financial year. 

The Company completed an Entitlement Issue and an Unlisted Options Issue that raised $1,750,000. 
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Matters Subsequent to the End of the Financial Year
The Company completed its 1:5 Entitlement Issue raising approximately $1,545,000 and issue of 20,000,000 Unlisted Options 
(exercisable at $0.20 on or before 30 April, 2008) raising $200,000 and a further placement of 3,500,000 shares raising $350,000. 

The Directors announced that further scientific trials conducted at the Institute of Evolutionary Physiology in St Petersburg had 
demonstrated the effectiveness of Bioeffective R to be used as a safe and effective enzyme activator in the liver and the brain.

Solagran received confirmation that it has been granted an advanced extraction technology patent by the Russian Agency for 
Patents and Trademarks. The international Patent Application has been lodged and accepted (PCT). Under this international priority, 
Solagran can now lodge national patents in major PCT countries including USA, Canada, European Union countries, Australia, 
Japan and selected Asian countries. 

Likely Developments and Expected Results of Operations
Bioeffective R
The Directors believe that the Company is on track to complete the clinical trials program with Bioeffective R by the end of 2004. The 
successful completion of these trials should enable Bioeffective R to be entered into the Russian Pharmacopeia in 2005. The current 
objective is for the Company to commence marketing Bioeffective R into the Russian market in the financial year 2006.  

Bioeffective A
The Directors are awaiting TGA approval to commence marketing Bioeffective A in the Australian market. It is hoped that this product 
will be a contributor to revenue in the financial year 2006.

Bioeffective B
Following on from its use by the St Kilda Football Club, Bioeffective B is being developed in Australia as a product to assist athletes 
in recovery from physical exertion and muscle fatigue.  

Environmental Regulation
The consolidated entity is not subject to any environmental regulations within Australia.

Information on Directors
Dr Vagif Soultanov 
Chairman 
Vagif is the founder of Solagran and was the leader of the Bioeffectives research team in St Petersburg in the 1980’s. He is a 
scientist and a medical practitioner who came to Australia in 1990 to work with the CSIRO as part of an inter-governmental scientific 
exchange program. Vagif holds doctoral qualifications in organic chemistry. He has published over 60 scientific papers internationally 
and in Russia and personally holds a number of patents.
 
Mr Denis Kilroy
Non-executive Director & Strategic Advisor
Denis is the founder and Managing Director of the KBA Consulting Group, and MFV Software Pty Ltd. He has been a strategy 
consultant for nearly 20 years. Denis holds Bachelor of Engineering and Master of Engineering Science degrees from the University 
of New South Wales.

Mr Charles Pellegrino 
Non-executive Director
Charles has operated in public practice for over 12 years as an accountant and financial advisor. He is the founder and director of 
the Stanford Group of Companies. Charles holds a Bachelor of Arts and a Bachelor of Business in Accounting. He provides Solagran 
with financial advice and assistance in capital-raising.
 
Mr Peter Stedwell 
Director & Company Secretary 
Peter is a graduate of University of Melbourne and has extensive corporate experience in Finance Director and Company Secretarial 
roles. He has been a Director of Solagran Limited since 1997.
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Meetings of Directors
The number of meetings of the Company’s Board of Directors held during the year ended 30 June 2004, and the number of meetings 
attended by each Director who held office during the financial year were:  

Name Meetings this Year Held whilst a 
Director Directors’ Meetings Attended 

Dr V Soultanov 9 8
Mr D Kilroy 8 7
Mr C Pellegrino 2 2
Mr P Stedwell 9 9
Mr P Harford 1 -
Mr M Mair 1 -
Mr G Vincent 7 5

Results
The consolidated net loss of the Company for the financial year, after providing for income tax of nil (2003 - nil), was $1,312,316 
(2003 - loss $165,265).

Directors’ Interests in Shares and Options   
Ordinary Shares 
The relevant interests of each Director in the share capital of the Company are as follows:
 

Name Ordinary Shares 
Directly held

Ordinary Shares 
Indirectly held

Contributing Shares 
Directly held

Contributing Shares   
Indirectly held

Dr V Soultanov 373,674 7,307,633 912,546 3,396,651
Mr D Kilroy 110,377 6,850,215 196,172 6,607,380
Mr C Pellegrino - 3,823,549 - 4,237,090
Mr P Stedwell 12,000 366,738 - -

Options
The relevant interests of each Director in options over ordinary shares in the Company are as follows: 

Unlisted Options (exercisable at $0.20 on or before 30 April, 2008)

Name Unlisted Options 
Directly held

Unlisted Options 
Indirectly held

Dr V Soultanov - 1,200,000
Mr D Kilroy 30,000 402,487
Mr C Pellegrino - 269,900
Mr P Stedwell 2,000 256,738

Listed Options (exercisable at $0.80 on or before 30 November, 2004) 

Name Listed Options 
Directly held

Listed Options 
Indirectly held

Mr P Stedwell - 200,000

DIRECTORS’ REPORT
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Remuneration Report
The Board reviews the remuneration packages and policies applicable to the Directors and other officers of the Company on 
an annual basis. Where necessary the Board obtains independent advice on the appropriateness of remuneration packages. 
Executive remuneration and other terms of reference are reviewed annually by the Board and are set at fair market value and not 
the performance of the Company. 

Details of the nature and amount of each element of the emoluments of each Director of Solagran Limited and the officers of the 
Company for the year ended 30 June 2004 are set out in the following table:

Name Consulting Fees ($) Non-cash Benefits ($) Total ($)

Non-executive Directors
Mr D Kilroy - - -
Mr C Pellegrino - - -
Mr G Vincent 22,500 - 22,500
Mr P Harford - - -
Mr M Mair - - -
Executive Directors
Dr V Soultanov 81,700 - 81,700
Mr P Stedwell 88,000 - 88,000
Other Executives
Mr T Karantonis (CEO) 82,500 - 82,500

Share Options Granted to Directors and Other Officers
There were no options granted over unissued shares in the Company during or since the end of the year to any Director and any 
other officer of the Company as part of their remuneration. All Directors subscribed for shares as part of the Entitlement Issue and 
received Unlisted Options on the same basis as all other shareholders. Details of the number of options held are provided previously 
in this report.

Directors and Officers Insurance 
The Company does not hold a Directors and Officers Liability Policy.

Proceedings on Behalf of the Company
No person has applied to the Court under section 237 of the Corporations Act 2001 for leave to bring proceedings on behalf of the 
Company, or to intervene in any proceedings to which the Company is a party, for the purpose of taking responsibility on behalf of 
the Company for all or part of those proceedings. No proceedings have been brought or intervened in on behalf of the Company with 
leave of the Court under section 237 of the Corporations Act 2001. 

This Directors’ Report is made in accordance with a resolution of the Board of Directors.

Dated at Melbourne the 29th of September, 2004. 

Peter Stedwell  
Director 
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CONSOLIDATED ENTITY PARENT ENTITY

2004 2003 2004 2003
Notes  $  $  $  $ 

Revenue from ordinary activities 2 18,029 549,216 18,029 41,076 
Employee benefits expense 165,556 37,543 - - 
Depreciation and amortisation expenses  3(b) 8,990 5,000 - - 
Administration expenses 606,285 609,328 447,861 593,208 
Research and development expenditure 549,514 62,610 108,778 - 

(Loss) from ordinary activities before income tax 
expense (1,312,316) (165,265) (538,610) (552,132)

Income tax expense  4 - - - - 

(Loss) from ordinary activities after income tax 
expense (1,312,316) (165,265) (538,610) (552,132)

Total changes in equity other than those resulting 
from  transactions with owners as owners (1,312,316) (165,265) (538,610) (552,132)

 Cents  Cents 
Basic earnings per share 14 (1.69) (0.22)

The above statements of financial performance should be read in conjunction with the accompanying notes.
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SOLAGRAN LIMITED
STATEMENTS OF FINANCIAL PERFORMANCE
AS AT JUNE 30, 2004

 CONSOLIDATED ENTITY  PARENT ENTITY 

 Notes 
2004 2003 2004 2003

 $  $  $  $ 
 CURRENT ASSETS 
 Cash assets 282,606 653,486 277,959 584,636 
 Receivables  6 24,976 3,446 24,976 - 
 Inventories  7 1,372,670 1,457,000 - - 

 TOTAL CURRENT ASSETS 1,680,252 2,113,932 302,935 584,636 

 NON-CURRENT ASSETS 
 Receivables  6 - - 986,330 435,000 
 Other financial assets  8 - - 8,750,000 8,750,000 
 Plant and equipment  9 14,034 13,690 768 - 
 Intangibles  10 7,684,037 7,690,997 - - 

 TOTAL NON-CURRENT ASSETS 7,698,071 7,704,687 9,737,098 9,185,000 

 TOTAL ASSETS 9,378,323 9,818,619 10,040,033 9,769,636 

 CURRENT LIABILITIES 
 Payables  11 160,841 148,303 58,996 109,471 
 Share applications held in trust - 550,688 - 550,688 

 TOTAL CURRENT LIABILITIES 160,841 698,991 58,996 660,159 

 TOTAL LIABILITIES 160,841 698,991 58,996 660,159 

 NET ASSETS  $9,217,482 $9,119,628 $9,981,037 $9,109,477 

 EQUITY 
 Contributed equity  12 38,153,403 36,743,233 38,153,403 36,743,233 
 Accumulated losses  13 (28,935,921) (27,623,605) (28,172,366) (27,633,756)

 TOTAL EQUITY $9,217,482 $9,119,628 $9,981,037 $9,109,477 

The above statements of financial position should be read in conjunction with the accompanying notes
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SOLAGRAN LIMITED
STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2004

CONSOLIDATED ENTITY PARENT ENTITY 

2004 2003 2004 2003

 $  $  $  $ 

Notes  Inflows 
 (Outflows) 

 Inflows 
 (Outflows) 

 Inflows 
 (Outflows) 

 Inflows 
 (Outflows) 

CASH FLOWS FROM OPERATING ACTIVITIES 
Payments to suppliers and employees (inclusive of 
goods and services tax) (1,236,018) (710,469) (622,090) (612,071)

Interest received 8,029 20,076 8,029 20,076 
NET CASH (OUTFLOW) FROM OPERATING 
ACTIVITIES  5 (1,227,989) (690,393) (614,061) (591,995)

CASH FLOWS FROM INVESTING ACTIVITIES 
Payments for plant and equipment (2,373) (18,690) (768) - 
Receipt of cash on acquisition of controlled entity - 38,938 - - 
Loans to other entities - (250,000) - - 
NET CASH (OUTFLOW) FROM INVESTING 
ACTIVITIES (2,373) (229,752) (768) - 

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from issues of shares 859,482 657,518 859,482 657,518 
Proceeds from borrowings - 512,688 - 550,688 
Loan provided to controlled entity - - (551,330) (435,000)
NET CASH INFLOW FROM FINANCING 
ACTIVITIES 859,482 1,170,206 308,152 773,206 

NET INCREASE / (DECREASE) IN CASH HELD (370,880) 250,061 (306,677) 181,211 

CASH AT THE BEGINNING OF THE FINANCIAL 
YEAR 653,486 403,425 584,636 403,425 

CASH AT THE END OF THE FINANCIAL YEAR  (i) 282,606 653,486 277,959 584,636 

(i) Reconciliation of Cash 
For purposes of the statement of cash flows, cash includes deposits at call with financial institutions and other highly liquid investments with short periods 
to maturity which are readily convertible to cash on hand and are subject to an insignificant risk of changes in value, net of outstanding bank overdrafts. 
Cash at the end of the financial year as shown in the statements of cash flows is reconciled to the related items in the statements of financial position as 
follows:

Cash at bank and on hand 282,606 653,486 277,959 584,636 

The above statements of financial position should be read in conjunction with the accompanying notes
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

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

(a) Principles of Consolidation
The consolidated financial statements incorporate the assets and liabilities of all entities controlled by Solagran Limited (“company” 
or “parent entity”) as at 30 June 2004 and the results of all controlled entities for the year then ended. Solagran Limited and its 
controlled entities together are referred to in this financial report as the consolidated entity. The effects of all transactions between 
entities in the consolidated entity are eliminated in full.

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

Refer to Note 16 for details of controlled entities.

(b) Income Tax
Tax effect accounting procedures are followed whereby the income tax expense in the statement of financial performance is 
matched with the accounting loss after allowing for permanent differences. The future tax benefit relating to tax losses is not carried 
forward as an asset unless the benefit is virutally certain of realisation. Income tax on cumulative timing differences is set aside 
to the deferred income tax or the future income tax benefit accounts at the rates which are expected to apply when those timing 
differences reverse.  

Tax consolidation legislation
Solagran Limited and its wholly-owned Australian controlled entities have decided to implement the tax consolidation legislation as 
of 1 July 2002.

As a consequence, Solagran Limited, as the head entity in the tax consolidated group, recognises current and deferred tax amounts 
relating to transactions, events and balances of the wholly-owned Australian controlled entities in this group as if those transactions, 
events and balances were its own, in addition to the current and deferred tax amounts arising in relation to its own transactions, 
events and balances.  Amounts receivable or payable under an accounting tax sharing agreement with the tax consolidated entities 
are recognised separately as tax-related amounts receivable or payable.  Expenses and revenues arising under the tax sharing 
agreement are recognised as a component of income tax expenses (revenue).

The deferred tax balances  recognised by the parent entity in relation to wholly-owned entities joining the tax consolidated group 
are measured based on their carrying amounts at the level of the tax consolidated group before the implementation of the tax 
consolidation regime, with one exception.  The deferred tax balances relating to assets that had their tax values reset on joining the 
tax consolidated group, have been remeasured based on the carrying amount of those assets at the tax-consolidated group level 
and their reset tax values.  The remeasurement adjustments to these deferred tax balances are also recognised in the consolidated 
financial statements as income tax expense or revenue, or as direct debits to the asset revaluation reserve to the extent the 
adjustments relate to the revaluation of assets.  The impact on the income tax expense for the year is disclosed in note 4.

(c) Acquisition of Assets
The purchase method of accounting is used for all acquisitions of assets regardless of whether equity instruments or other assets are 
acquired. Cost is measured as the fair value of the assets given up, shares issued or liabilities undertaken at the date of acquisition 
plus incidental costs directly attributable to the acquisition. Where equity instruments are issued in an acquisition, the value of the 
instruments is their market price as at the acquisition date, unless the notional price at which they could be placed in the market is a 
better indicator of fair value.  Transaction costs arising on the issue of equity instruments are recognised directly in equity. 

SOLAGRAN LIMITED
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2004
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Goodwill is brought to account on the basis described in Note 1(h).

(d) Recoverable amount of assets
The recoverable amount of an asset is the net amount expected to be recovered through the cash inflows and outflows arising from 
its continued use and subsequent disposal. 

Where the carrying amount of an asset is greater than its recoverable amount, the asset is written down to its recoverable amount. 
Where net cash inflows are derived from a group of assets working together, recoverable amount is determined on the basis of the 
relevant group of assets. The decrement in the carrying amount is recognised as an expense in net profit or loss in the reporting 
period in which the recoverable amount write-down occurs. 

The expected net cash flows included in determining recoverable amounts of non-current assets have not been discounted.

The consolidated entity has inventories and intellectual property, comprising patents and trademarks in relation to Bioeffectives 
technology. 
Whilst the Directors believe that the assets are fully recoverable by the exploitation or sale of these assets, their recoverability is 
partially dependent on the outcome of the Clinical Trials and TGA Applications the entity is currently undertaking.  

(e) Revaluation of non-current assets
Revaluation increments are credited directly to the asset revaluation reserve, except that, to the extent that an increment reverses a 
revaluation decrement in respect of that class of asset previously recognised as an expense in the net profit or loss, the increment 
is recognised immediately as revenue in net profit or loss.    

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

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

Potential capital gains tax is not taken into account in determining revaluation amounts unless it is expected that a liability for such 
tax will crystallise.    
 
(f) Investments
Investments in listed and unlisted securities, other than controlled entities and associates in the consolidated financial statements, 
are brought to account at cost and dividend income is recognised in the statement of financial performance when receivable. 
Controlled entities and associates are accounted for in the consolidated financial statements as set out in Note 1(a).

(g) Depreciation of Plant and Equipment
Depreciation is calculated on a straight line basis to write off the net cost or revalued amount of each item of plant and equipment 
over its expected useful life to the consolidated entity. Estimates of remaining useful lives are made on a regular basis for all assets, 
with annual reassessments for major items.

The expected useful lives are as follows:
Furniture and office equipment : 5 years

(h) Intangible Assets
Goodwill 
Where an entity or operation is acquired, the identifiable net assets acquired are measured at fair value. The excess of the fair value 
of the cost of acquisition over the fair value of the identifiable net assets acquired  is brought to account as goodwill and amortised 
on a straight line basis over twenty years, being the period during which the benefits are expected to arise.  

SOLAGRAN LIMITED
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2004
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Patents and trademarks
Significant costs associated with patents and trademarks are deferred and amortised on a straight line basis over the periods of 
their expected benefits, which vary from 3 to 5 years, commencing at the time the patents and trademarks are ready for exploitation 
or sale. 

(i) Employee Entitlements
Wages and Salaries and Annual Leave
Liabilities for wages and salaries and annual leave are recognised, and are measured as the amount unpaid at the reporting date at 
current pay rates in respect of employees’ services up to that date.

Long Service Leave
A liability for long service leave is recognised, and is measured as the present value of expected future payments to be made in 
respect of services provided by employees up to the reporting date. Consideration is given to expected future wages and salary 
levels, experience of employee departures and periods of service. Expected future payments are discounted using interest rates 
on national government guaranteed securities with terms of maturity that match, as closely as possible, the estimated future cash 
outflows.

Superannuation
The consolidated entity contributes to a superannuation plan in respect of Australian employees of the consolidated entity in 
accordance with the Superannuation Guarantee (Administration) Act.

(j) Leased Non-Current Assets
A distinction is made between finance leases which effectively transfer from the lessor to the lessee substantially all the risks 
and benefits incident to ownership of leased non-current assets, and operating leases under which the lessor effectively retains 
substantially all such risks and benefits.

Finance leases are capitalised. A lease asset and liability are established at the present value of minimum lease payments. Lease 
payments are allocated between the principal component of the lease liability and the interest expense.

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

Operating lease payments are charged to the statement of financial performance in the periods in which they are incurred, as this 
represents the pattern of benefits derived from the leased assets.

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

(l) Maintenance and Repairs
Routine operating maintenance, repair and minor renewal costs are charged as expenses as incurred.

(m) Trade and Other Creditors
These amounts represent liabilities for goods and services provided to the consolidated entity prior to the end of the financial year 
and which are unpaid. The amounts are unsecured and are usually paid within 30 days of recognition.

(n) Interest Bearing Liabilities
Loans are carried at their principal amounts which represent the present value of future cash flows associated with servicing the 
debt. Interest is accrued over the period it becomes due and is recorded as part of other creditors.    
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(o) Goods and services tax systems changes
Costs incurred to update existing systems or to design, develop and implement new systems to deal with the GST are charged as 
expenses as incurred, except where they result in an enhancement of future economic benefits and are recognised as an asset. 

(p) Receivables
All trade debtors are recognised at the amounts receivable as they are due for settlement within 30 days.

Collectability of trade debtors is reviewed on an ongoing basis. Debts which are known to be uncollectable are written off. A provision 
for doubtful debts is raised when some doubt as to collection exists.

(q) Revenue Recognition
Revenue is recognised when the goods are sold or service is provided.

(r) Earnings Per Share
(i) Basic earnings per share 
Basic earnings per share is determined by dividing net profit after income tax attributable to members of the company, excluding 
any costs of servicing equity other than ordinary shares, by the weighted average number of ordinary shares outstanding during the 
financial year, adjusted for bonus elements in ordinary shares issued during the year.

(ii) Diluted earnings per share
Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take into account the after 
income tax effect of interest and other financing costs associated with dilutive potential ordinary shares and the weighted average 
number of shares assumed to have been issued for no consideration in relation to dilutive potential ordinary shares.   

(s) Inventories
Raw material and stores, work in progress and finished goods
Raw materials and stores, work in progress and finished goods are stated at the lower of cost and net realisable value. Cost 
comprises direct materials, direct labour and an appropriate proportion of variable and fixed overhead expenditure, the latter being 
allocated on the basis of normal operating capacity. Costs are assigned to individual items of stock on the basis of weighted average 
costs.  
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NOTE 2.  REVENUE

CONSOLIDATED ENTITY  PARENT ENTITY 
2004 2003 2004 2003

 $  $  $  $ 

Revenue from outside the operating activities 
Interest from other parties  8,029 20,076 8,029 20,076 
Recovery of bad debt 10,000 21,000 10,000 21,000 
Profit on disposal of controlled entity - 508,140 - - 
Revenue from ordinary activities 18,029 549,216 18,029 41,076 

NOTE 3. OPERATING (LOSS) FROM ORDINARY ACTIVITIES
(a) Net gains 
Profit on disposal of controlled entity - 508,140 - - 

(b) Net expenses 
Loss from ordinary activities before income tax 
expense  
includes the following specific net expenses: 

Expenses 
    Depreciation  
                    -  plant and equipment 2,030 5,000 - - 
    Amortisation 
                    -  goodwill 6,960 - - - 
    Rental expense relating to operating leases - 7,663 - - 

NOTE 4.  INCOME TAX  
The income tax expense for the financial year differs from the amount  calculated on the (loss). 
The differences are reconciled as  follows: 
(Loss) from ordinary activities before income tax 
expense (1,312,316) (165,265) (538,610) (552,132)

Income tax calculated at 30% (2003 - 30%)  (393,695) (49,580) (161,583) (165,640)
Tax effect of permanent differences: 
-  timing differences and tax losses not brought to 
account 393,695 49,580 161,583 165,640 

- - - - 
The franking account balance is nil 

The Directors estimate that the potential future income tax benefit at 30 June 2004 in respect of tax losses not bought to account is 
$1,008,464 (2003: $614,769) 
The benefit for tax losses will only be obtained if: 
(i) the consolidated entity derives future assessable income of a nature and of an amount sufficient to enable the benefit from the 
deductions for the losses to be realised; or 
(ii) the losses are transferred to an eligible entity in the consolidated entity; and 
(iii) the consolidated entity continues to comply with the conditions for deductibility imposed by tax legislation; and 
(iv) no changes in tax legislation adversely affect the consolidated entity in realising the benefit from the deductions for the losses. 

SOLAGRAN LIMITED
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NOTE 5. Reconciliation of operating (loss) from ordinary activities after income tax to net cash inflow from operating 
activities

CONSOLIDATED ENTITY  PARENT ENTITY 
2004 2003 2004 2003

 $  $  $  $ 
Operating (loss) from ordinary activities after income 
tax (1,312,316) (165,265) (538,610) (552,132)

Depreciation and amortisation 8,990 5,000 - - 
Profit on sale of controlled entities - (508,140) - - 
Write down of assets - 3,904 - - 
Write off investments - 142 - - 
(Increase) / Decrease in receivables (21,530) 15,827 (24,976) - 
Decrease in inventories 84,330 - - - 
(Decrease) / increase in trade and other creditors 12,537 (41,861) (50,475) (39,863)

(1,227,989) (690,393) (614,061) (591,995)

NOTE 6.  CURRENT ASSETS - Receivables 
Sundry debtors 24,976 3,446 24,976 - 

NOTE 6.  NON-CURRENT ASSETS - Receivables 
Loan to related parties - - 986,330 435,000 

NOTE 7.  CURRENT ASSETS - Inventories 
Stock on hand 1,372,670 1,457,000 - - 
Refer Note 1(d) 

NOTE 8.  NON-CURRENT ASSETS - Other Financial Assets 
Investment in controlled entity - at cost - - 8,750,000 8,750,000 
Less: Provision for non recovery of investment - - - - 

- - 8,750,000 8,750,000 

NOTE 9.  NON-CURRENT ASSETS - Plant and equipment 
Furniture and office equipment - at cost 21,064 18,690 768 - 
Less: accumulated depreciation (7,030) (5,000) - - 

14,034 13,690 768 - 
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Reconciliations 
Reconciliations of the carrying amounts of each class of property, plant and equipment at the beginning and end of the current 
financial year are set out below: 

Consolidated  Furniture & office equipment 
Carrying amount at 1 July 2003 13,690 
Additions 2,374 
Depreciation expense (2,030)
Carrying amount at 30 June 2004 14,034 

 CONSOLIDATED ENTITY  PARENT ENTITY 
2004 2003 2004 2003

 $  $  $  $ 
NOTE 10. NON-CURRENT ASSETS - Intangibles 
Goodwill 139,209 139,209 - - 
Less: accumulated amortisation (6,960) - - - 

132,249 139,209 - - 
Intellectual Property - patents and trademarks - at cost 7,551,788 7,551,788 - - 

7,684,037 7,690,997 - - 
Refer Note 1(d) 

NOTE 11.  CURRENT LIABILITIES - Payables 
Trade creditors  82,075 131,792 58,996 109,471 
Other creditors  78,766 16,511 - - 

160,841 148,303 58,996 109,471 

NOTE 12. CONTRIBUTED EQUITY  
PARENT ENTITY PARENT ENTITY

2004 2003 2004 2003
 Shares  Shares  $  $ 

Share Capital 
Ordinary shares - fully paid 84,137,370  74,780,970  37,653,403 36,493,233 
Contributing 20 cents shares - partly paid to 1 cent 50,000,000  25,000,000 500,000 250,000 

134,137,370 99,780,970 38,153,403 36,743,233 
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Movements in ordinary share capital:  Number of shares  $ 
Opening Balance - 1 July 2002 15,971,353 27,335,715 
Capital raising - 9 December 2002 13,150,360 657,518 

129,121,713 27,993,233 

Consolidation of Capital - 10 January 2003 32,280,970 - 
Acquisition of paid up capital of Solathera Limited - 30 April 2003 42,500,000 8,500,000 
Opening balance - 1 July 2003 74,780,970 36,493,233 

Replacement and Supplementary Prospectus - 1 August 2003 2,385,810 463,111 
Entitlement Offer - 31 May 2004 6,970,590 697,059 
Closing balance - 30 June 2004 84,137,370 37,653,403 

Movements in contributing share capital: 
Opening Balance - 1 July 2002 - - 
Acquisition of paid up capital of Solathera Limited - 30 April 2003 25,000,000 250,000 
Opening balance - 1 July 2003 25,000,000 250,000 

Replacement and Supplementary Prospectus - 1 August 2003 25,000,000 250,000 
Closing balance - 30 June 2004 50,000,000 500,000 

Subsequent to 30 June 2004 - Ordinary shares 
Closing balance - 30 June 2004 84,137,370 37,653,403 
Balance of Entitlement Issue 8,462,766 846,277 
Underwriting Fee (Replacement Prospectus) 1,080,335 108,034 
Corporate Fee 2,006,336 200,634 
Placement 3,500,000 350,000 

99,186,807 39,158,348 

 CONSOLIDATED ENTITY  PARENT ENTITY 
2004 2003 2004 2003

 $  $  $  $ 
NOTE 13. ACCUMULATED LOSSES 
Accumulated losses at the beginning of the financial 
year (27,623,605) (27,458,340) (27,633,756) (27,081,624)

Net (loss) attributable to members of the company (1,312,316) (165,265) (538,610) (552,132)
Accumulated losses at the end of the financial year (28,935,921) (27,623,605) (28,172,366) (27,633,756)
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NOTE 14. EARNINGS PER SHARE 
 CONSOLIDATED ENTITY 

2004 2003
Cents  Cents 

Basic earnings per share (1.69) (0.22)
Weighted average number of ordinary shares used as the denominator  
in calculating basic earnings per share. 77,537,075 37,924,018 

NOTE 15. INVESTMENT IN CONTROLLED ENTITIES 

Name of Entity  Country of 
incorporation

 Class of 
shares  

 Equity Holding 
2004 2003

Controlled Entity 
Solathera Limited Australia Ordinary 100% 100% 

Acquisition of controlled entity
On 30 April 2003 the parent entity acquired 100% of the issued share capital of Solathera Limited for the issue of 42,500,000 fully 
paid ordinary shares and 25,000,000 twenty cent contributing shares as paid to one cent.  
The operating results of this newly controlled entity have been included in the consolidated statement of financial performance since 
the date of acquisition. 

Details of the acquisition are as follows:
 $ 

Fair value of identifiable net assets of controlled 
entity acquired 
      Inventories 1,457,000 
      Cash 38,938 
      Patents and trademarks 7,385,081 
      Trade creditors (20,228)
      Loan (250,000)

8,610,791 
      Goodwill on consolidation 139,209 
      Issued Capital Consideration 8,750,000 

 CONSOLIDATED ENTITY  PARENT ENTITY 
2004 2003 2004 2003

 $  $  $  $ 
Outflow of cash to acquire controlled entity, 
net of cash acquired 
      Cash consideration - - - - 
      Less: Balances acquired 
      Cash  - 38 938 - 38 938 
Inflow of cash - 38 938 - 38 938 

SOLAGRAN LIMITED
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Disposal of controlled entity 
During the year ended 30 June 2003, the company placed its subsidiary Zoolander Pty Ltd into administration resulting in a disposal 
of the controlled entity.  
At the date of disposal the controlled entity had a net asset deficiency and the disposal resulted in a gain to the consolidated entity 
of $508,140 as disclosed in Note 3(a).

NOTE 16. FINANCIAL INSTRUMENTS
(a) Interest rate risk exposures 
The consolidated entity’s exposure to interest rate risk and the effective weighted average interest rate by maturity periods is set 
out in the following table. 
For interest rates applicable to each class of asset or liability refer to individual notes to the financial statements.
Exposures arise predominantly from assets and liabilities bearing variable interest rates as the consolidated entity intends to hold 
fixed rate assets and liabilities to maturity. 

2004

 Fixed interest maturing in: 

Note 

Weighted  
 Average 
 Interest 

 rate 

 Floating 
 Interest 

 rate 

1 year  
or less 

Over 1 to 
5  years 

 More  
than  

5 years 

 Non- 
interest  
bearing 

 Total 

 $  $  $  $  $  $ 
Financial Assets 
Cash at bank 2,45% 282,606 - - - - 282,606 
Receivables   6 N/A - - - - 24,976 24,976 

282,606 - - - 24,976 307,582 

Financial Liabilities 
Trade and other creditors   11 N/A - - - - 160,841 160,841 

- - - - 160,841 160,841 
Net financial assets / 
(liabilities) 282,606 - - - (135,865) 146,741 

2003

 Fixed interest maturing in: 

Note 

Weighted  
Average 
Interest 

rate 

Floating 
Interest 

rate 

1 year 
 or  less 

 Over 1 
 to 5 

 years 

 More 
 than 

 5 years 

 Non- 
 interest 
 bearing 

 Total 

 $  $  $  $  $  $ 
Financial Assets 
Cash at bank 2,85% 653,486 - - - - 653,486 
Receivables   6 N/A - - - - 3,446 3,446 

653,486 - - - 3,446 656,932 
Financial Liabilities 
Trade and other creditors   11 N/A - - - - 148,303 148,303 

- - - - 148,303 148,303 
Net financial assets / 
(liabilities) 653,486 - - - (144,857) 508,629 
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(b) Credit risk exposures 
The credit risk on financial assets of the consolidated entity which have been recognised on the statement of financial position, other than 
investments in shares, is generally the carrying amount, net of any provisions for doubtful debts.
The consolidated entity does not have any material credit risk exposure to any single debtor or group of debtors under financial instruments 
entered into by it. 

(c) Net fair value of Financial Assets and Liabilities
On-balance sheet
The net fair value of cash and cash equivalents and non-interest bearing monetary financial assets and financial liabilities of the 
consolidated entity approximates their carrying amounts.  

NOTE 17. EVENTS OCCURING AFTER REPORTING DATE 
Matters subsequent to the end of the financial year: 
(a) The Company completed its 1:5 Entitlement Issue raising approximately $1,545,000 and issue of 20,000,000 Unlisted Options 

(excercisable at $0.20 on or before 30 April, 2008) raising $200,000 and a further placement of 3,500,000 shares raising $350,000. 
(b) The Directors announced that further scientific trials conducted at the Institute of Evolutionary Physiology in St Petersburg had 

demonstrated the effectiveness of Bioeffective R to be used as a safe and effective monoamine oxidase activator in both the liver and 
the brain.

(c) Solagran received confirmation that its patent application for an advanced extraction technology had been granted by the Russian 
Agency for Patents and Trademarks and that the international Patent Application has benn granted priority in all Patent Convention 
Treaty (PCT) countries around the world.
Under this international priority grant, Solagran will now proceed to lodge national patents in major PCT countries including USA, 
Canada, European Union countries, Australia, Japan and selected Asian countries.  

NOTE 18. RELATED PARTIES
Directors and specified executives 
Disclosures relating to Directors and specified executives are set out in note 19.  

Wholly-owned group
The wholly-owned group consists of Solagran Limited and its wholly-owned controlled entity, Solathera Limited. 
Ownership interests in this controlled entity is set out in Note 15.

Transactions between Solagran Limited and Solathera Limited during the years ended 30 June 2004 and 2003 consisted of loans 
advanced by Solagran Limited.
There are no fixed terms for the repayment of the loans advanced by Solagran Limted and there is no interest payable on the loans 
advanced.

 PARENT ENTITY 
2004 2003

 $  $ 
Aggregate amounts receivable from Solathera Limited 
at balance date: 
Non-current receivables (loans) 986 330 435 000 
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NOTE 19. DIRECTORS AND EXECUTIVE DISCLOSURES 
Directors  
The following persons were Directors of Solagran Limited during the financial year:

Chairman
Dr V Soultanov 

Director 
Mr P Stedwell 

Non-executive Directors 
Mr D Kilroy (from 25 August 2003 to 30 June 2004) 
Mr C Pellegrino (from 1 April 2004 to 30 June 2004) 
Mr G Vincent (from 1 July 2003 - 1 April 2004) 
Mr P Harford (from 1 July 2003 - 13 August 2003) 
Mr M Mair (from 1 July 2003 - 8 August 2003) 

Executives (other than Directors) with the greatest authority for strategic direction and management 
The following person was the only executive with the greatest authority for the strategic direction and management of the consolidated 
entity (“specified executive”) during the financial year. 

Name  Position  Employer 
Mr T Karantonis  Chief Executive Officer  Solagran Limited 

Mr T Karantonis commenced employment with the Group on 2 March 2004. 
Remuneration of directors and executives 
Principles used to determine the nature and amount of remuneration 
The Board reviews the remuneration packages and policies applicable to the Directors and other officers of the Company on an 
annual basis.  
Where necessary the Board obtains independent advice on the appropriateness of remuneration packages. 

Details of remuneration 
Details of the remuneration of each Director of Solagran Limited and the one specified executive of the consolidated entity, including their 
personally-related entities, are set out in the following tables. 

Directors of Solagran Limited 
2004

Name
Consulting

Fees
Non-cash
Benefits

Total

$ $ $
Non-executive Directors
Mr D Kilroy - - -
Mr C Pellegrino - - -
Mr G Vincent 22,500  - 22,500  
Mr P Harford - - -
Mr M Mair - - -

Executive Directors
Dr V Soultanov 81,700  - 81,700  
Mr P Stedwell 88,000  - 88,000  
Total 192,200 - 192,200 
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Total remuneration of Directors of Solagran Limited for the year ended 30 June 2003 is set out below. Information for 
individual Directors is not shown as this is the first financial report prepared since the issue of AASB 1046 Director and 
Executive Disclosures by Disclosing Entities. 

Directors of Solagran Limited 
2003

Consulting
Fees

Non-cash
Benefits

Total

$ $ $
Total 172,200 - 172,200 

Specified executive of the consolidated entity 
2004

Name
Consulting

Fees
Non-cash
Benefits

Total
$

$ $
Mr T Karantonis (CEO) 82,500 - 82,500

The consolidated entity had no executives in the prior financial year. 

Share Holdings 
The number of shares in the company held during the financial year by each Director of Solagran Limited and the specified executive of 
the consolidated entity, including their personally-related entities, are set out below: 

 Name Balance at the start of the 
year

Other changes during the 
year 

Balance at the end of the 
year

 Directors of Solagran Limited 
 Ordinary shares 
 Dr V Soultanov (indirectly) 6,107,633   - 6,107,633  
 Mr D Kilroy 80,377   - 80,377  
 Mr D Kilroy (indirectly) 6,447,728   - 6,447,728  
 Mr G Vincent 125,000   - 125,000  
 Mr P Stedwell 10,000   - 10,000  
 Mr P Stedwell (indirectly) 110,000   - 110,000  
 Mr C Pellegrino (indirectly) 3,553,649   - 3,553,649  

 Contributing shares 
 Dr V Soultanov (indirectly) 3,369,651   - 3,369,651  
 Mr D Kilroy 196,172   - 196,172  
 Mr D Kilroy (indirectly) 6,215,036   - 6,215,036  
 Mr C Pellegrino (indirectly) 4,237,090   - 4,237,090  

Other transactions with Directors
A Director, Dr V Soultanov, is a Director and shareholder of Eastok Pty Ltd. 
Solagran Limited entered into an agreement with Eastok Pty Ltd to rent storage space for office records, trial data and materials, trial 
equipment, raw materials and other items as required. 
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2004 2003
 $  $ 

 Amount recognised as expense 
 Rent of storage space 60,000  15,000  

NOTE 21. SEGMENT INFORMATION
The consolidated entity conducts biomedical research with Bioeffectives in Australia and Russia. 
Secondary reporting - geographical segments 

 Segment revenues from  
 sales to external 

 customers 
 Segment Assets 

 Acquisition of property, plant 
 and equipment, intangibles 

and other non-current segment 
assets 

2004 2003 2004 2003 2004 2003
 $  $  $  $  $  $ 

Australia - - 9,378,323 9,818,619 2,373 8,768,690 
Russia - - - - - - 

- - 9,378,323 9,818,619 2,373 8,768,690 

Notes to and forming part of the segment information 
Accounting policies 
Segment information is prepared in conformity with the accounting policies of the entitiy as disclosed in note 1 and accounting 
standard AASB 1005 Segment Information. 

Segment revenues, expenses, assets and liabilities are those that are directly attributable to a segment and the relevant portion that can be 
allocated to the segment on a reasonable basis. Segment assets include all assets used by a segment and consist primarily of operating 
cash, receivables, inventories, property,  plant and equipment and goodwill and other intangible assets, net of related provisions. While 
most of these assets can be directly attributable to individual  segments, the carrying amounts of certain assets used jointly by segments 
are allocated based on reasonable estimates of usage. Segment liabilities consist  primarily of trade and other creditors. Segment assets 
and liabilities do not include income taxes.  
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NOTE 22. REMUNERATION OF AUDITORS

 CONSOLIDATED ENTITY  PARENT ENTITY 
2004 2003 2004 2003

 $  $  $  $ 
During the year the following services were paid to the auditor of the parent entity, 
its related practices and non-related audit firms: 
Assurance services 
Audit Services 
Fees paid to Horwath Perth: 
      Audit and review of financial reports and other
      workunder the Corporations Act 2001 14,500 14,000 14,500 14,000 

Fees paid to D. Penman & Co for the audit or review 
of financial reports of Solathera Limited 1,595 1,100  -  - 

Total remuneration for audit services 16,095 15,100 14,500 14,000 

Other Assurance Services 
Fees paid to Horwath Perth 15,000 12,000 15,000 12,000 
Total remuneration for other assurance services 15,000 12,000 15,000 12,000 
Total remuneration for assurance services 31,095 27,100 29,500 26,000 

NOTE 23. INTERNATIONAL FINANCIAL REPORTING STANDARDS

The Australian Accounting Standards Board (AASB) is adopting the International Financial Reporting Standards (IFRS) for 
application to reporting periods beginning on or after 1 January 2005.

This financial report has been prepared in accordance with Australian accounting standards and other financial reporting 
requirements (Australian GAAP).  The differences between Australian GAAP and IFRS identified to date as potentially having a 
significant effect on the company’s financial performance and financial position are summarised below.  The summary should not 
be taken as an exhaustive list of all the differences between Australian GAAP and IFRS.  No attempt has been made to identify all 
disclosure, presentation or classification differences that would afffect the manner in which transactions or events are presented.

The Company has not quantified the effects of the differences discussed below.  Accordingly, there can be no assurances that the 
financial performance and financial position as disclosed in this financial report would not be significantly different if determined in 
accordance with IFRS.

The key potential implications of the conversion to IFRS on the entity are as follows:

   (a) Income Tax
Income tax will be calculated on the “balance sheet” approach, which will result in more deferred tax assets and liabilities, as tax 
effects follow the underlying transaction, some tax effects will be recognised in equity.

   (b) Equity-based compensation benefits
Equity-based compensation in the form of shares and options will be recognised as expenses in the periods during which the 
employee provides related services.

   (c) Comparatives
Changes in accounting policies will be recognised by restating comparatives rather than making current year adjustments 
with note disclosure of prior year effects.
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   (d) Intangibles
The Company is incurring capitalised intellectual property,patent and trademark costs.  Under the new IFRS, the company may 
be required to value these intangible assets on an impairment basis and amortise these costs.  When determining value in use, 
discounted cashflow is used to assess impairment of the cash generating units.

The above should not be regarded as a complete list of changes in accounting policies that will result from the transition to IFRS, 
as not all standards have yet been analysed and some decisions have not yet been made where choices of accounting policies are 
available.  For these reasons it is not yet possible to quantify the impact of the transition to IFRS on the Company’s financial position 
and reported results.

The Company is currently addressing the issues and effects of the impact of IFRS and will endeavour to have in place all changes 
in reporting requirements to fully meet the new standards by 31 December 2004.

DIRECTORS’ DECLARATION

The Directors declare that the financial statements and notes:

 (a) Comply with Accounting Standards, the Corporations Regulations 2001 and other mandatory professional reporting 
requirements, and

 (b) Give a true and fair view of the Company’s and consolidated entity’s financial position as at 30 June, 2004 and of their 
performance, as represented by the results of their operations and their cash flows, for the financial year ended on that 
date.

In the Directors’ opinion:

 (a) The financial statements and notes are in accordance with the Corporations Act 2001; and

 (b) There are reasonable grounds to believe that Solagran Limited will be able to pay its debts as and when they become 
due and payable.

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

Peter Stedwell
Director 
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Independent audit report to members of Solagran Limited

Scope
The financial report and directors’ responsibility

The financial report comprises the statement of financial performance, statement of financial position, statement of cash flows, 
and accompanying notes to the financial statements for both Solagran Limited (the company) and the consolidated entity, and the 
Directors’ declaration for the year ended 30 June 2004. The consolidated entity comprises both the company and the entities it 
controlled during that year.

The Directors of the Company are responsible for the preparation and true and fair presentation of the financial report in accordance 
with the Corporations Act 2001. This includes responsibility for the maintenance of adequate accounting records and internal 
controls that are designed to prevent and detect fraud and error, and for the accounting policies and accounting estimates inherent 
in the financial report.

Audit approach

We conducted an independent audit in order to express an opinion to the members of the company. We have not acted as auditors 
of the controlled entity, Solathera Limited. Our audit was conducted in accordance with Australian Auditing Standards, in order to 
provide reasonable assurance as to whether the financial report is free of material misstatement. The nature of an audit is influenced 
by factors such as the use of professional judgement, selective testing, the inherent limitations of internal control, and the availability 
of persuasive rather than conclusive evidence. Therefore, an audit cannot guarantee that all material misstatements have been 
detected.

We performed procedures to assess whether in all material respects the financial report presents fairly, in accordance with the 
Corporations Act 2001, including compliance with Accounting Standards and other mandatory financial reporting requirements in 
Australia, a view which is consistent with our understanding of the company’s and the consolidated entity’s financial position, and of 
their performance as represented by the results of their operations and cash flows.

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

• examining, on a test basis, information to provide evidence supporting the amounts and disclosures in the financial report, and
• assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of significant accounting 

estimates made by the directors.

While we considered the effectiveness of management’s internal controls over financial reporting when determining the nature and 
extent of our procedures, our audit was not designed to provide assurance on internal controls.

Independence

In conducting our audit, we followed applicable independence requirements of Australian professional ethical pronouncements and 
the Corporations Act 2001.
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Audit opinion

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

(a) the Corporations Act 2001, including:

 (i) giving a true and fair view of the company’s and consolidated entity’s financial position as at 30 June 2004 and of their 
performance for the year ended on that date; and

 (ii) complying with Accounting Standards in Australia and the Corporations Regulations 2001; and

(b) other mandatory financial reporting requirements in Australia.

Inherent Uncertainty Regarding Recoverability of Inventories and Intellectual Property.

Without qualification to the opinion expressed above, attention is drawn to the following matter. At 30 June 2004 the consolidated 
entity has Inventories of $1,372,670 and Intellectual Property, comprising patents and trademarks in relation to Bioeffectives 
technology of $7,551,788. The parent entity has an investment of $8,750,000 in the controlled entity which has ownership of these 
assets and has provided loans of $986,330 to the controlled entity. As disclosed in Note 1(d) to the financial statements, the directors 
believe that the assets are fully recoverable by the exploitation or sale of these assets. The recoverability is partially dependent 
on the outcome of the Clinical Trials and TGA Applications the entity is currently undertaking. Should the Clinical Trials and TGA 
Applications not be successful, there is uncertainty as to whether the assets will be recovered at the amounts stated in the financial 
statements.

Dated the 29th day of September 2004.

HORWATH PERTH
Chartered Accountants

G D O’BRIEN
Partner

Partners: Glyn O Brien CA Anthony Bevan CA
Horwath Perth conducts its practice independently of Horwath (WA) Pty Ltd and of all other firms of chartered accountants who are members of Horwath International in Australia
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Solagran Limited (the Company) and the Board of Directors (the Board) are committed to Corporate Governance and, to the 
extent they are applicable to the Company, have adopted the 10 Principles of Good Corporate Governance and Best Practice 

Recommendations as published by the Australian Stock Exchange (ASX) Corporate Governance Council in March 2003.
The Company and its controlled entity together are referred to as the Group in this Statement.  
The relationship between the Board and senior management is critical to the Group’s long-term success. The Directors are 
responsible to the shareholders for the performance of the Company in both the short and the longer term. Their key focus is to 
enhance the interests of shareholders and other key stakeholders and to ensure the Group is properly managed. 
Day to day management of the Group’s affairs and the implementation of the corporate strategy and policy initiatives are delegated 
by the Board to the Chief Executive Officer.  
This Statement outlines the main corporate governance practices in place during the financial year, noting where practices depart 
from the ASX Corporate Governance Council recommendations and the Board’s reasons for an alternate approach. Where the 
Board supports a recommendation, but it has not yet been fully implemented, a complementary policy or practice, has also been 
identified.
The following additional information about the Company’s corporate governance practices is set out on the Company’s website at 
www.solagran.com
- Board Charter;
- Summary of policy on securities trading;
- Summary of continuous disclosure policy;
- Summary of arrangements regarding communication with shareholders;
- Summary of Company’s risk management policy; and
- Code of Conduct.
Principle 1: Lay a solid foundation for management and oversight
Council Recommendation 1.1: Formalise and disclose the functions reserved to the Board and those delegated to management.

Responsibilities of the Board of Directors
The Board of Directors of Solagran Limited is responsible for the corporate governance of the Company. The Board guides and 
monitors the business of the Company on behalf of shareholders, by whom they are elected and to whom they are accountable. The 
Board is responsible for setting corporate direction, defining policies and monitoring the business of the Company to ensure that it 
is conducted appropriately and in the best interests of shareholders. Details of the Board’s Charter are located on the Company’s 
website (www.solagran.com).
The Board’s key objectives are to:
- Increase shareholder value within an appropriate framework which safeguards the rights and interests of the Company’s 

shareholders;
- To ensure the Company is properly managed and operates with effective cost and risk controls;  
- To ensure that the Company invests funds in properly managed research projects; and
- To ensure that the Company’s products (Bioeffectives) are given the opportunity to become commercial and viable products in 

the worldwide market.  
Principle 2: Structure the Board to Add Value
Composition of the Board
Council Recommendation 2.1: The majority of the Board should be Independent Directors’.

The majority of the Board is not independent.
Mr Peter Stedwell is the only Independent Director on the Board. 
Dr Vagif Soultanov, Mr Denis Kilroy and Mr Charles Pellegrino are not independent as they are substantial shareholders of the 
Company. 
The Board considers that the Company is not currently of a size, nor are its affairs of such complexity to justify the expense of 
appointing additional independent non-executive Directors.
Details of the members of the Board, their experience, expertise and qualifications are set out in the Directors’ Report in the Annual 
Report. 
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Council Recommendation 2.2: The chairperson should be an Independent Director.

Dr Vagif Soultanov is the Chairman of the Company. He is not independent as he is a substantial shareholder of the Company. 
The Board believes that Dr Vagif Soultanov is the person who best understands the technical nature and background of the 
Company’s business. Dr Soultanov is highly qualified in the areas of Solagran’s business pursuit and can make informed decisions 
on all relevant issues falling within the scope of the role of a Chairman.
The Board considers that given these factors and that the Company is not currently of a size, nor are its administrative affairs of such 
complexity, the appointment of an independent Chairman is not justified.
Chairman and Chief Executive Officer
Council Recommendation 2.3: The roles of chairperson and Chief Executive Officer should not be exercised by the same 
individual.

Dr Vagif Soultanov is the Chairman of the Company and Mr Tony Karantonis is the Chief Executive Officer.  
The Chairman is responsible for leading the Board, ensuring Directors are properly briefed in all matters relevant to their role and 
responsibilities, facilitating Board discussions and managing the Board’s relationship with the Company’s Chief Executive Officer.  
The Chief Executive Officer is responsible for implementing Group strategies and policies. The Board Charter specifies that these 
are separate roles to be undertaken by separate people.  
Nomination Committee
Council Recommendation 2.4: The Board should establish a Nomination Committee.

Currently a separate Nomination Committee has not been formed. The Board considers that at this stage in the Company’s 
development, no benefits or efficiencies are to be gained by delegating this function to a separate committee.  
The Board as a whole undertakes the process of reviewing the skill base and experience of existing Directors to enable identification 
or attributes required in new Directors. Where appropriate independent consultants could be engaged to identify possible new 
candidates for the Board.
Independent Professional Advice
With the prior approval of the Chairman, Directors may seek independent professional advice at the Company’s expense.
Term of Office
The Company’s Constitution specifies that Director’s must retire from office on a two year rotational basis. 
Principle 3: Establish a Code of Conduct
Council Recommendation 3.1: Establish a Code of Conduct to guide the Directors, the Chief Executive Officer (or equivalent), the 
Chief Financial Officer (or equivalent) and any other key executives as to:

3.1.1 The practices necessary to maintain confidence in the Company’s integrity;
3.1.2 The responsibility and accountability of individuals for reporting and investigating reports of unethical practices.

The Company has adopted a Code of Conduct to guide the Directors and Officers.
Prior to the adoption of the formal written Code of Conduct, the Board considers that its business practices, as overseen by the 
Board, were the equivalent to the Code of Conduct formally adopted.
Code of Conduct
All Directors and Officers will:
- Actively promote the highest standards of ethics and integrity in carrying out their duties for the Company;
- Disclose any actual or perceived conflicts of interest of a direct or indirect nature of which they become aware and which they 

believe could compromise in any way the reputation or performance of the Company;
- Respect confidentiality of all information of a confidential nature, which is acquired in the course of the Company’s business 

and not disclose or make improper use of such confidential information to any person unless specific authorisation is given for 
disclosure or disclosure is legally mandated;

- Deal with the Company’s customers, suppliers, competitors and each other with the highest level of honesty, fairness and 
integrity and to observe the rule and spirit of the legal and regulatory environment in which the Company operates; and 

- Protect the assets of the Company to ensure availability for legitimate business purposes and ensure all corporate opportunities 
are enjoyed by the Company and that no property, information or position belonging to the Company or opportunity arising from 
these are used for personal gain or to compete with the Company.
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Trading in the Company’s Securities by Directors, Officers and Employees
Council Recommendation 3.2: Disclose the policy concerning trading in Company securities by Directors, Officers and employees.

The Board has adopted a policy and procedure on dealing in the Company’s securities by Directors, Officers and employees which 
prohibits dealing in the Company’s securities when those persons possess unpublished market price sensitive information. It also 
requires Directors to notify the 
Chairman of the Company when trading in the Company occurs. In the case of the Chairman, he must notify a non-executive 
Director. 
Directors must also notify the Company Secretary of any trade in the Company’s securities within 2 days of such trade occurring 
so that the Company Secretary can comply with ASX Listing Rule 3.19A.2 requirement to notify ASX of any change in a notifiable 
interest held by a Director.  
Principle 4: Safeguard Integrity in Financial Reporting
Council Recommendation 4.1: Require the Chief Executive Officer (or equivalent) and the Chief Financial Officer (or equivalent) 
to state in writing to the Board that the Company’s financial reports present a true and fair view, in all material respects, of the 
Company’s financial condition and operational results and are in accordance with relevant accounting standards.

The Company Secretary of the Company on behalf of the Board and after a resolution passed by the Board signs off the Directors’ 
Report, Directors’ Declaration and an audit representation letter addressed to the Auditor, which states that the Company’s financial 
reports present a true and fair view, in all material respects, of the Company’s financial condition and operational results and are in 
accordance with relevant accounting standards.  
Audit Committee
Council Recommendation 4.2: The Board should establish an Audit Committee.

A separate Audit Committee has not been formed. The Board considers that at this stage in the Company’s development, no benefits 
or efficiencies are to be gained by delegating this function to a separate committee.
 The Board as a whole undertakes the functions normally associated with an Audit Committee. 
Council Recommendation 4.3: Structure the Audit Committee so that it consists of:

- Only non-executive Directors;
- A majority of Independent Directors;
- An independent chairperson, who is not the chairperson of the Board; and 
- At least 3 members.
Refer Council Recommendation 4.2.
Council Recommendation 4.4: The Audit Committee should have a formal charter.

Refer Council Recommendation 4.2.
Principle 5: Make Timely and Balanced Disclosure
Continuous Disclosure 
Council Recommendation 5.1: Establish written policies and procedures designed to ensure compliance with ASX Listing Rule 
disclosure requirements and to ensure accountability at a senior management level of that compliance.

The Company has adopted a Continuous Disclosure Policy that requires all Directors, Officers and Executives to inform the 
Chairman and the Company Secretary of any potentially material information as soon as practicable after they become aware of 
that information.
Information is material if it is likely that the information would influence investors who commonly acquire securities on ASX in 
deciding whether to buy sell or hold the Company’s securities. 
The Company Secretary is responsible for interpreting and monitoring the Company’s disclosure policy and where necessary 
informing the Chairman and the Board.
Prior to the adoption of the Continuous Disclosure Policy there were no written policies and procedures designed to ensure 
compliance with ASX Listing Rule disclosure requirements and accountability for the compliance however the policies and 
procedures enunciated in the formally adopted policy were applied prior to their adoption in writing.  
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The Company Secretary has been nominated as the person responsible for communications with the ASX. This role includes 
responsibility for ensuring compliance with the Continuous Disclosure requirements in the ASX Listing Rules and overseeing and 
co-ordinating information disclosure to the ASX, analysts, brokers, shareholders, the media and the public.    
Principle 6: Respect the Rights of Shareholders
Shareholder Communication
Council Recommendation 6.1: Design and disclose a communications strategy to promote effective communication with 
shareholders and encourage effective participation at general meetings.

All information disclosed to the ASX is posted on the Company’s web site as soon as it is disclosed to the ASX. 
The Company’s communication strategy requires communication with shareholders in an open, regular and timely manner so that 
the market has sufficient information to make informed investment decisions on the operations and results of the Company.
All shareholders receive a copy of the Company’s annual report.
External Auditor  
Council Recommendation 6.2: Request the External Auditor to attend the Annual General Meeting and be available to answer 
shareholder questions about the conduct of the Audit and the preparation and content of the Auditor’s Report.

The External Auditor, Horwath Perth, is requested to attend the Annual General Meeting of the Company and be available to answer 
shareholder questions about the conduct of the Audit and the preparation and content of the Audit Report.
Principle 7: Recognise and Manage Risk
Risk Management
Council Recommendation 7.1: The Board or appropriate Board Committee should establish policies on risk oversight and 
management.

The Board is responsible for risk management and control and they examine and consider areas of significant business risk on an 
ongoing basis and implement policy to minimise exposure to these risks. 
Arrangements put in place by the Board to monitor risk management include:
- Technical review of all products prior to clinical trials and identification of possible product risk factors in trials;
- Monitoring all product liability and insurance policies;
- Constant review of cash resources and cash projection; and 
- Review of staff structure and roles. 
The risk management policy of the Company will continue to be developed as its operations and risks evolve. 
Council Recommendation 7.2: The Chief Executive Officer (or equivalent) and the Chief Financial Officer (or equivalent) should 
state in writing that:

7.2.1 The statement given in accordance with best practice recommendation 4.1 (the integrity of financial statements) is founded 
on a sound system of risk management and internal compliance and control which implements the policies adopted by the Board;

7.2.2 The Company’s risk management and internal compliance and control system is operating efficiently and effectively in all 
material respects.

The Company complies with this recommendation.
Principle 8: Encourage Enhanced Performance
Performance Appraisal
Council Recommendation 8.1: Disclose the process for performance evaluation of the Board, its committees and individual 
Directors, and key executives.

The Board has adopted a self-evaluation process to measure its own performance during each financial year. This process includes 
a review in relation to the composition and skills mix of the Directors of the Company. 
Principle 9: Remunerate Fairly and Responsibly
Council Recommendation 9.1: Provide disclosure in relation to the Company’s remuneration policies to enable investors to 
understand (i) the costs and benefits of those policies and (ii) the link between remuneration paid to Directors and key executives 
and corporate performance.
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The Board determines the level of remuneration for Directors and executives based on the provision of services to the Company 
for executive management and for their services as Directors. Remuneration levels were set with reference to industry and market 
conditions and with regard to the size, nature and volume of operations and overall market capitalisation of the Company. In addition, 
all matters of remuneration will continue to be determined in accordance with the Corporations Act 2001 requirements, especially in 
respect of related party transactions. That is, no Directors participate in any deliberations regarding his own remuneration or related 
issues.
Two of the current Non-executive Directors, Mr Denis Kilroy and Mr Charles Pellegrino received no fees during this financial year. 
Both Directors declined the offer of fees preferring the Company to use the funds to complete the clinical trials program. 
Remuneration Committee
Council Recommendation 9.2: The Board should establish a Remuneration Committee.

A separate Remuneration Committee has not been formed. The Board considers that based on the Company’s stage of development, 
no benefits or efficiencies are to be gained by delegating this function to a separate committee.  
Council Recommendation 9.3: Clearly distinguish the structure of the non-executive Directors’ remuneration from that of 
executives.

The Company complies with this recommendation.
Council Recommendation 9.4: Ensure that the payment of equity based executive remuneration is made in accordance with 
thresholds set in plans approved by shareholders.

The Company complies with this recommendation.
The Company currently has no equity based plans.
Principle 10: Recognise the Legitimate Interests of Stakeholders
Stakeholders 
Council Recommendation 10.1: Establish and disclose a Code of Conduct to guide compliance with legal and other obligations to 
legitimate stakeholders.

The Board of Directors has adopted a Code of Conduct.  
The Code of Conduct formalises, in written form, business practices and principles previously adopted by the Board.
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Top 20 Holders As at 30 September, 2004

Fully Paid Ordinary Shares Number %

Solamind Pty Ltd 36,125,000 36.42
ANZ Nominees Limited 14,062,120 14.18
Avondry Pty Ltd 3,075,090 3.10
Nova Vita Pty Ltd 2,500,000 2.52
Tirman Pty Ltd 2,000,000 2.01
Eastok Pty Ltd 1,888,883 1.90
Mr Barry Andrews 1,684,080 1.70
Sunshore Holdings Pty Ltd 1,584,207 1.60
Mr Denis B Kilroy & Ms Fiona M Brown 1,410,108 1.42
Gold Spring Ltd 900,000 0.91
Gun Capital Management 732,338 0.75
KO Promotions Pty Ltd 660,000 0.68
Mrs Kerry Thomas 650,000 0.66
Trayburn Pty Ltd 600,000 0.62
Sunshore Holdings Pty Ltd 598,363 0.60
Comp-World Limited 575,000 0.58
Kilroy Brown & Associates Pty Ltd 546,067 0.55
Azmy Corporation Pty Ltd 500,000 0.50
Darenth Securities Limited 500,000 0.50
Mr Russell Frajman 500,000 0.50

Report Total 71,091,256 71.70
Remainder 28,095,551 28.30
Grand Total 99,186,807 100.00

Range of Shares as at 30 September, 2004

Range Total Holders Units % Issued 
Capital

1 - 1,000 1,222 234,822 0.23
1,001 - 5,000 289 743,254 0.74
5,001 - 10,000 161 1,426,163 1.42
10,001 - 100,000 398 15,092,974 15.01
100,001 and over 78 83,082,710 82.60

Total 2,148 100,579,923 100.00
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$0.20 Contributing Shares
(paid to $0.01) Number %

Solamind Pty Ltd 11,250,000 22.50
Medco Financial Services Pty Ltd 3,500,000 7.00
Mr Christopher Robert Rogerson 2,500,000 5.00
Mr Denis B Kilroy & Ms Fiona M Brown 2,460,382 4.92
Perpetual Custodians Limited 2,388,678 4.78
Gun Capital Management Pty Ltd 1,750,000 3.50
Eastok Pty Ltd 1,682,151 3.36
Kilroy Brown & Associates Pty Ltd 1,424,371 2.85
Ms Adamantia Pellegrino 1,310,000 2.62
Mr Glenn Peter Crotty 1,100,000 2.20
Kilroy Brown & Associates Pty Ltd 924,033 1.85
Mr David Christopher Kemp 920,500 1.84
Dr Vagif Sultanovich Soultanov 912,456 1.82
Mr David Christopher Kemp 850,000 1.70
Stanowitsch International Pty Ltd 800,000 1.60
Sunshore Holdings Pty Ltd 800,000 1.60
Mr George Caracoudis 600,000 1.20
Mr Christopher Robert Rogerson 600,000 1.20
Mr Robert Lenton Rogerson 584,200 1.17
Hartkon Investments Pty Ltd 563,000 1.13

Report Total 36,919,771 73.84
Remainder 13,080,229 26.16
Grand Total 50,000,000 100.00
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Options (SLAOA) 
Exercisable at $0.80 before 
30 November, 2004

Number %

Khean Pty Ltd 4,369,576 19.39
Mr Cameron Beavis 2,000,000 8.87
Sunshore Holdings Pty Ltd 1,837,500 8.15
Growth Tech International Ltd 1,050,000 4.66
Mr Ha Dang Do Ms Kwee Choo Ong 900,000 3.99
Jennyanne Pty Ltd 900,000 3.99
Mr Johannes Petrus Jozef De Vetten & 
Mrs Jacqueline De Vetten 525,000 2.33

Mr Leo Khouri 500,000 2.22
Mr Leslie Patrick Connors 491,058 2.18
Ms Wilhelmina Christina Kroeze 437,500 1.94
Comp-World Limited 375,000 1.66
Mohd Idris Bin Jais 361,111 1.60
Mr David Andrew Hill 342,500 1.52
Mr William John Bornholdt 300,000 1.33
Mrs Sharon Veronica Abbott 287,500 1.28
Lizrow Pty Ltd 250,000 1.11
BB Nominees Pty Ltd 247,850 1.10
Saber Limited 230,556 1.02
Mr Craig Anthony Wasley 230,000 1.02
Mr David Christopher Kemp 202,152 0.90

Report Total 15,837,303 70.26
Remainder 6,698,923 29.74
Grand Total 22,536,226 100.00

Voting Rights
Each shareholder is entitled to recieve notice of and vote at general meetings of the Company. At a general meeting, every 
shareholder present in person or by proxy, representative or attorney will have, on a show of hands or a poll, one vote for 
each share held.








