SODA

s BRANTD S LIMITED e

AND CONTROLLED ENTITIES

ABN: 91 081 149 635

General Purpose Financial Report
For The Year Ended
31 July 2007



SODA BRANDS LIMITED
AND CONTROLLED ENTITIES

ABN: 91 081 149 635

e BRANDS LIMITED ~

31 July 2007

CONTENTS Page
Directors' Repott 1
Auditor's Independence Declaration 6
income Statement 7
Balance Sheet 8
Statement of Changes in Equily g
Cash Fiow Statement 10
Notes to the Financial Statements 11
Directors’ Declaration 24

25

independent Audit Report




BERANDS LIMITED

ABN: 91 081 148 635
DIRECTORS' REPORT

Your directors present their report on the company and its controtled entities for the financial year ended 31 July 20907,
The names of directors in office at any time during or since the end of the year are:

FAIRFULL Andrew {Non-exec Chairman}
GHATTAS Nichelas {Managing Director)
BRETT Hilton (Non-exec Director)
KULMAR Stephen (Non-exec Director)
Directors have been in office since the start of the financial year fo the date of this report unless otherwise stated.

Company Secretary

The following person held the position of company secretary at the end of the financial year:
FORSYTH Gavin

Principal Aclivities

The principal activities of the economic entity during the financial vear wera:

« The manufacture and distribution of hair care products exclusively 16 salons and other select outfets; and
* The distribution of cosmetic products

There were no other significant changes in the nature of the econamic entity’s principal activities during the financial year, excant as detailed helow,
Operating Hesults

The consolidated loss of the economic entity for the year, after providing for income tax amounted fo $794,873 {2006:$243,893),
Dividends Paid or Recommended

There were no dividends paid or proposed during the year.

Review of Operations

Refer to Chairman’s Report.

Financial Performance and Position

The net assets of the economic entity have increased by $4,768,315 from 31 July 2006 to $5,092,580 in 2007, This increase has largely resulted from
the following factors:

¢ net proceeds from share issues raising $5,572,708 (net of expenses); and

The proceeds from the share issue was utilised to eliminate its borrowings from the helding company by $620,000. The group's working capital,
being current assets less current liabilities, has improved from $655,833 in 2006 to $1,804,833 in 2007.

SignHicant Changes in State of Affairs
There were no significant changes in the state of affairs of the parent entity during the financial year, except those disclosed above.

Changes in controlled entities:

1. The 100% acquisition of Saton Only Py Limited;
2. The incorporation of the wholly owned United Kingdom: subsidiary, SODA Brands {UK) Limited; and
3. The incorporation of the wholly owned New Zealand subsidiary, SODA Brands {NZ} Limited

Australian Equivalents to IFRS

The company's financial report has been prepared in accordance with Australian eguivalents to International Financial Reporting Standards (IFRS},
After Balance Date Eventis

The directors of the economic entity have authorised full-year financial report on 15 August 2007,

There were at the date of this report ne matters or circumstances which have arisen since 31 July 2007 that have significanily affected or may
significantly affect the operations of the consclidated entity, the resulls of those operations, or the state of affairs of the consolidated entity.
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Future Developments, Prospects and Business Strategies
The investment in the 2008/07 financial year is expected (o result in bolh increased sales and gross margins throughout the 2607/08 financial year.

As a result of the release of the new packaging, gross margin is anticipated to increase due 1o manufacturing efficiencies arising from the purchase of
Sailon Only Pty Limited and the subsequent reduction in packaging costs,

Operating overheads are expected to increass in line with the expansion in the revenue generating activities. SODA Brands Limited is adequately
furded with $0.668 million in cash reserves and $0.833 miliion in inventories held as of 31 July 2007. This wilf ensure that there will be sufficient
warking capital for operations in 2007/08. In 2006/07 foundations for growth has been established. The 2007/08 financial year will see benefits of

these efforts.
Environmental issues

The economic entity’s operations are not subjeet to any significant environmertat regulation under the iaw of the Commonwealth and State,

Irformation on Directors
FAIRFULL Andrew {Non-exec Chalirmanj

Expenence — Ten years financial services industry experience with Souls Private Equity Limited and six years chartered
accounting experience

Interest in Shares -~ 75,000 Fully Paid Ordinary Shares - 0.22% of issued Capital and 250,000 Options

and Options

Directorships held in  — Souls Private Equity Limited
other fisted entities
GHATTAS Nicholas {Managing Director)

Experience Ten years hair care business experience and four years chartered accouniing experience

Interast in Shares — 1,275,000 Fully Paid Ordinary Shares (through family investment vehisle) - 3.75% of Issued Capital and 1,000,000
and Options Options

Directorships heid in - — None

other listed entities
BRETT Hilion {Non-exec Director)

Experience — Chief Executive Officer and other key executive positions with several entitiss and overseeing trade sale of those
entities.

Imterest in Shares - 150,000 Fully Paid Ordinary Shares - 0.44% of I1ssued Capital and 250,000 Options

and Options

Directorships held in -~ None

other listed entities
KULMAR Stephen (Non-exec Director)

Experience — 33 years in advertising industry; Currently Chief Executive Officer of ideaworks. Extensive experience in retail,
brand, distribution and marketing with blue chip organisations.

interest in Shares — 40,000 Fully Paid Ordinary Shares (through family investment vehicle) - 0.12% of Issued Capital and 250,000

and Options Options

Directorships held it — None

other listed entities
Remuneration Report

This report details the nature and amount of remuneration for each director of SODA Brands Limited, and for the executives receiving the highest
rermuneration.

Remuneration policy

The remuneration policy of SODA Brands Limited has been designed to align director and executive objectives with shareholder and business
objectives by providing a fixed remuneration component and offering specific long-term incentives based on key performance areas affecting the
economic entily's financial results. The board of SODA Brands Limited believes the rermuneration policy to be appropriate and effective in its ability to
attract and retain the best executives and directors to run and manage the economic entity, as well as create goal congruence between directors,
executives and shareholders,



Company performance, shareholder wealth and directors and executives remuneration

The rernuneration policy has been tadlored (o increase goal congruence between shareholders and directors and executives. There have been two
methods applied in achieving this aim, the first being a performance based bonus based on key performance indicators, and the second being the
issue of options o the majority of direciors and executives to encourage the alignment of personal and shareholder interesis. The company believes
this policy {0 have been effective in increasing shareholders wealth over the past four years,

The following table shows the gross revenue, profits and dividends for the last two years for the listed entity, as walt as the share price at the end of
the respective financial years.

2006 2007
S %

Revenue 1,827,341 2,461,604
Net

Frofit/{loss) (243,893} (794,873}
Share Price at

Year-end NfA 17 Cenis
Dividends . R

The directors are of the opinion that the decline in the share price was due to negative earnings of the Company. The Board is confident that once the
consolidated entity achieves its revenue and profitability targets, the market sentiment regarding the share price is iikely to improve significantly.

Details of remuneration for year ended 31 July 2007

The remuneraticn for each director and each of the five executive officers of the consolidated entity receiving the highest remuneration during the year
was as follows:

Salary, Fees and  Superannuation Options Total

$ S 3 3
Directors
FAIRFULL Andrew {Non-exec Chairman) 24,000 2,160 - 26,160
GHATTAS Nicholas (Managing Director) 186,447 16,960 - 205,407
BRETT Hitton {(Non-exec Director) 21,800 - - 21,800
KULMAR Stephen (Non-exec Director) 12,717 - - 12,717

248,964 18,120 - 266,084

Performance income as a proportion of total remuneration

Executive directors and executives are not paid performance based bonuses based on set monetary figures, or proportions of their salary. The
remuneration committee plans to develop appropriate performance bonuses to gauge thelr effectiveness against achievement of the set goals, and
adjust future years Incentives as they see fit, to ensure use of the most cost effective and efficient methods.

Options issued as part of remuneration for the year ended 31 July 2007

Options are issued fo directors and executives as part of thelr remuneration. The options are not issued based on performance criteria, but are issued
to the majority of directors and executives of SODA Brands Limited and its subsidiaries to increase goal congruence between executives, directors

and shareholders.

Granted Options Granted as Total Options Options Lapsed Total
No. Fart of Remuneration  Remuneration Exercised
Represented by
Options
$ $ % (%

Directors
FAIRFULL Andrew (Non-exsc
Chairman} 250,000 - - - -
GHATTAS Nicholas (Managing
Director) 1,000,000 - - - B -
BRETT Hitton {(Nen-exec Director) 250,000 - - - - -
KULMAR Stephen (Non-exec
Director) 250,000 - - - - -

1,750,000 - - - - -

Employment contracts of directors and senior executives

The empioyment conditions of the managing director, Nick Ghattas, the executive director are formatised in contract of employment with six month
notice period. Other than the managing director, all employees are permanent employees of SODA Brands Limited and are employed under

continuing contracts,
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Meetings of Directors
Dusing the financial year, 22 meetings of directors (including committees of directors} were held.

Directors’ Commitiee Meeatings
Audit
Nember Number Number  Number
gligible attende eligible  attended
foatlend d  toaltend

FAIRFULL Andrew (Non-exec Chairman) <] 9 1 1
GHATTAS Nicholas (Managing

Director) g g 1 1
BRETT Hilton {Non-exec Director) g g . -
KULMAR Stephen (Non-exec Director) 7 7 -

Indemnifying Officers or Auditor

During or since the end of the financial year the company has given an indemnity or entered into an agreement to indemnify, or paid or agreed to pay
insurance pramiums as follows:

The company has paid premiums o insure cach of the foliowing directors against liabiiities for costs and expensas incuired by them in defending any
tegal proceedings arising out of their conduct while acting in the capacity of director of the company, other than conduct involving 2 wilfud breach of
duty in refation to the company. The amount of the premium was $8,075 for each director named below:

FAIRFULL Andrew (Non-exec Chairman)
GHATTAS Nicholas {Managing Director}
BRETT Hifion {(Non-exec Director)

KULMAR Stephen {Non-exec Director}

Options

The Options grant a right, on exercise, o be issued one Ordinary Share at an exercise price of 25 cents per share.

1,750,000 Directors’ Options have been issued. The options explre on 31 July 2011, if not exercised by that date. As the fair value of the options
issued at the tme of the issue or since has not exceeded the exercise price of 25 cents, no amount has been expensed as directors remuneration per

Accounting Standard AASE 1046,
1,700,000 Employees’ Options are to be issued on expiry of four years from the date of public listing of shares (i.e. 2 Jan 2011).

3.400,000 Loyalty Plan Opfions are to be issued on or affer the expiry of 13 months from the date of public listing {i.e. 2 Feb 2008}. The company's
potential exposurs based on current sales achieved by customers in the loyalty program amounts to $84,000.

At the date of this report, issued and unissued ordinary shares of SODA Brands Limited under option are as foliows

Type Of  Grant Date Date of Exercise price Number of  Number of
Option Plan expiry options  shares issued
Directors'

Options 1/12/2008  31/07/2011 25¢ 1,750,000

Employee

Share Not Yet

Cption Plan  Granted  To be determined To be determined 1,700,000 -

Customer

Loyalty Not Yet

Option Plan Granted  Tobe determined To be determined 3,400,000
6,850,000
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Proceedings on Behalf of Company

No person has applied for leave of Court to bring proceedings on behalf of the company or intervene in any proceedings to which the company is a
party for the purpose of taking responsibility on behalf of the company for all or any part of those proceedings.

The company was not a party to any such proceedings during the year.

Non-audit Services
The board of directors, in accordance with advice from the audit committee, Is satisfied that the provision of non-audit services during the year is
compatible with the general standard of independence for auditors imposed by the Corporations Act 2001, The directors are safisfied that the
services disclesed below did not compromise the external auditor's independence for the following reasons:
= ail non-audit services are reviewed and approved by the audit committes prior to commencement to ensure they do not adversely affect the
integrity and objectivity of the auditor; and
« the nature of the services provided do not compromise the general principles relating to auditor independence as set out in the Institute of
Chartered Accountants in Australia and CPA Australia’s Professional Statement F1: Professional Independence,

The foliowing fees for non-audit services were paid/payable to the external auditors during the year ended 31 July 2007;

&
Taxafion services 1,240
Due diligence investigations 15,000

16,240
Auditor’s Independence Declaration

The iead auditor's independence deciaration for the year ended 31 July 2007 has been received and can be found on page 6 of the directors’ report.

o
Director
FAIRFULL Andrew (Non-exec Chairman)
Dated this 15th  day of October 2007

SO 5 SODA



AUDITOR’S INDEPENDENCE DECLARATION
UNDER SECTION 307C OF THE CORPCRATIONS ACT 2001
TO THE DIRECTORS OF SODA BRANDS LIMITED

| declare that, to the best of my knowledge and belief, during the year ended 31 July 2007 there
have been:

{iy no contravertions of the auditor independence requirements as set out in the Corporations
Act 2001 in relation to the audit; and

(i} no contraventions of any applicable code of professional conduct in relation to the audit,

nameorFim  flothsay Chartered Accountants

J‘J/
-
Audit Partner e C{‘w«_m s
Frdank Vrachas
v
v
Date L.~ 15/10/2007
Address Level 18, 6-10 O'Connell Street
SYDNEY NSW 2000
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SODA BRANDS LIMITED
ABN: 91 081 149 635
INCOME STATEMENT
FOR THE YEAR ENDED 31 JULY 2007

Consolidated Group Parent Entity
Note 2007 2006 2007 2006
$ $ 3 §

Revenue 2 2,461,604 1,827,341 250,894 22,488

Changes in inventories of finished goods and work

in progress (1,366,407 {934,761} (128,677} (14,819)

Sales and market branding {476,486} {67.811) {365,216} 67.811)

Distribution costs {155,745} (107,982) {145,280} (107,982)

Non-executive directors' remunerations (B0.677) {18,045} {60.677) {18,045)

empioyee benefils expense {786,535) {607,507) {742,324) {607,507;

Depreciation and amortisation expense {109,273) {72.000) {13,282) (72,000

Other expenses {£29,438) (186,362) {184,203} (73,849)

Finance costs {71.916) (76,766) (71,916) {76.766)
Profit before income tax 3 (794.873) {243,893) (1,480,661) (1,016,281)
income tax expense 4 - - - -
Profit for the year {794,873} (243,893) (1,490,661; {1,016.,291)
Overall Operations
Basic earnings per share (cenis per share) 7 {3.12) (2.37) (5.85) {9.89)
Diluted earnings per share {cents per share} 7 (3.00) {2.37) (5.62) {9.89)
Continuing Operations
Basic earnings per share {cems per share) 7 {(3.12) {2.37) (5.85) {9.89)
Diluted eamings per share (cenis per share) 7 (3.00) {2.37) (5.62) (5.89)
The accompanying notes form part of these financial statements.
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SODA BRANDS LIMITED
ABN: 31 081 149635
BALANCE SHEET
AS AT 31 JULY 2007

Consclidated Group Parent Entity
Note 2007 2006 2007 2006
$ $ % &3
ASSETS
CURRENT ASSETS
Cash and cash equivalents B8 667,865 15,337 658,980 670
Trade and other receivables ] 434 489 285 052 48,722 3,508
inventories 14 32,681 680 655 13,878 23,8945
(Hher current assets 15 55,552 48,662 54 BaR 4B 862
TOTAL CURRERT ASSETS 1.980,587 383,738 T4 AEG 75,782
NON-CURRENT ASSETS
Trade and other receivables - 127,934
Financial gosets i1 - - 3,000 AG0 H
Property, plait and equipment 13 275,083 257 52z 123,033 103,413
Intangihie asseis 14 3,021 756 - - -
FTOTAL NON-CURRENT ASSETS 3,208 837 257,522 3,145403 230,948
TOTAL ASSETS 5,287 434 1,287,268 3,819,916 3607 730
LIABRITIES
CURRENT LIABHITIES
Trade and other payables 16 185,765 321 244 256,768 93,859
Short-term borrowings 17 12,669 - 12,669
Sriert-term provisions EE 3,090 3,080 9,080 5,080
TOTAL CURRENT LIABILITIES 194,855 343,003 265 B58 115,718
NON-CURRENT LIABILITIES
Long-term borrowings 17 - 620,000 - 620,600
Deferred {ax kiabilities 18 - - - -
TOTAL RON-CURRENT LIABILITIES - 620,000 - 620,000
JOTAL LIABILITIES 194,855 963,003 265,858 735,718
HET ASSETS 5,092 580 324 265 3,654 058 {427,988}
EQUITY
lssued capiial 265 6,912,808 1,340,100 6,312,808 1,340,100
Reserves {9,520} - - -
Retained sarnings (1.810,708) (1,015,835, (3,258,750) {1,768,088)
TOTAL EQLITY 5,092 580 224 265 3,654 058 (427 988)

The accompanying notes form part of these financial staternents.
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SODA BRANDS LIMITED
ABN: 91 081 1496235
STATEMENT OF CHANGES [N EQIATY
FOR THE YEAR ENDED 31 JULY 2007

Batance at 1 August 2005
Profit attributable to members of parent entity
Shares issued during the year
Batance af 1 August 2006
Shares issued during the year

Adiustments from franskation of foreign controlied entities
Sub-total

Dividends paid or provided for
Baiance at 31 July 2067

Parent Entity
Balance at 1 August 2005
Profit attribuiable o members of parent enfity
Shates issued during the year
Balance at 1 August 2006
Shares issued during the year
Transaction costs
Profit attributable to members of parent entity
Sub-total
Dividends paid or provided for
Batance at 31 July 2007

Share Capital

The accompanying notes form part of these financial statements.

Foreign
Note Ordinary Hetafned Curren{_:y Total
Earmings Transiation
Reserve
5 $ $ %
TIOA00 {771.841) {1.841)
(243,894) (243,894)
570,000 570,000
1,340,100 (1,015,835} - 324,265
8,106,000 - 6,100,000
{5 2} - (L7 2an
- {724 873 - {794 8735
- (9.520) {5 500
6,912,508 {1.810,708) (9,5200 5,092,580
5,512,808 {1.815,708; {55207 5,082,580
Share Capital
. Foreign
Note  Ordinary Fieta:_ned Currar?cy Total
Eamings .
Transiation
% % ] %
FIOAGn (751,798 18,302
(1,016,290 (2,032,580
570,000 570,600
1,346,100 1,768,088} {427,998}
6,100,000 - - 6,160,000
(527 202) - (527,292
- {1,490,861} £1,490,661)
65,912,808 {3258,749) - 3,654,058
6,912,808 {3,258,749) 3,654,059
SODA



SODA BRANDS LIMITED
ABN: 91 081 149 635
CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 JULY 2007

Consolidated Group Parent Entity
Note 2007 2006 2007 2006
$ % % &
CASH FLOWS FROM OPERATING ACTIVITIES

Heceipis from customers 2,473 245 1,832 847 152,424 27,302
interest received 49 077 - 49,077 -
Payments {o suppliers and emplovees {3,628,328) {2,102,679) (15000677 {1.035,383)
Fipance cosiz 1818} e0 595 71 0163 (58,635}

Het cash provided by (used in} operating 25 {1,178.923) {338,427y {1,370482} (1,076,776}
CASH FLOWS FROM INVESTING ACTIVITIES

Loan fromto subsidiary - - - 523,771
Purchase of property, plant and equipment {86,832} {166,368} {63.282) {57.247)
Purchase of infangibie asset 3,021,750} - : .
Fayrment tor subsidiary, net of cash acquired 25k - - {3,822.459) -
et cash provided by {used in) investing {3,108,588) {166,368 3,085,741} 588,524
CASH FLOWS FROM FINANCING ACTRTIES
Proceeds from issue of shares 5,872,708 570,060 5,572,707 570,000
Transfer of tash from discontinuing operation - - 174,505 -
Repayment of borrowings 620,000} {80,000) {620,600 (80,000}
Net cash provided by {used in) financing 4,952 708 490,000 5,127,212 490,000
Net increase it cash held 665,187 (14,735) 670,989 {20,252}
Cash net of overdraft at beginning of financial year 2,668 17,463 {11,999} 8,253
Cash af end of financial year 3 867,865 2,668 558,890 {11,999}

The accompanying notes form part of these financial statements.
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SODA BRANDS LIMITED
ABN: 91 081 149 635
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 JULY 2007

Note 1 Statement of Significant Accounting Policies

The financial report is a general purpose financial report that has been prepared in accordance with Australian Accounting Standards, including Australian
Accourting Interpretations, other authoritative pronouncements of the Australian Accounting Standards Board and the Corporations Act 2001.

The financial report covers the Consolidated Group of SODA Brands Limited and controfled entities, and SODA Brands Limited as an individual parent
entity. SODA Brands Limited is a listed public company, incorporated and domiciled in Australia.

The following is a summary of the material accounting policies adopted by the Consglidated Group in the preparation of the financial report. The
accounting policies have been consistently applied to all years presented, unless otherwise stated

Basis of Preparation

The financial report of SODA Brands Limited and controtled entities, and SODA Brands Limited as an individual parent entity compiies with all Austrafian
equivaients to international Financial Reporting Standards {IFRS) in their entirety.

Reporting Basis and Conventions

The financial report has been prepared on an accruals basis and is based on historical costs modified by the revaluation of sefected non-current assets,
and financial assets and financiai liabiiities for which the fair value basis of accounting has been applied.

Aszsounting Policles
{a} Principles of Consolidation
A controlied entity is any entity SODA Brands Limited has the power to controf the financial and aperating policies $¢ as 1o obtain benefits from its

activities,
A st of controlied entities is contained in Note 12 1o the financial statements. Al controlled entities have a July financiat year-end.

tinng hetween entities in tha Consolidated r:mup! including any unrealised pr!_\fit.s or Insses, have bhaan

18 LONSONGaed Lriil CIUCHG an eFIGaU D353

olicies of subsidiaries have been changed where necessary to ensure consistencies with those policies

Al irbor ooy Becbe e £
Al inter-company balances and tr,

sliminated on consciidation. Accountin
appiied by the parent entity.

Whare controiled entities have entered or left the Consolidated Greup during the year, their operating results have been included/excluded from the
date control was cbizined or until the date confrol ceased.

=]
]

) Income Tax
The charge for current income tax expense is based on the profit for the year adjusted for any nonassessable of disallowed items. it is calcutated

using the tax rates that have been enacied or are substantially enacted by the balance date.

Deterred tax is accounted for using the balance sheet liability method in respect of temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statements, No deferred income tax will be recognised from the initial recognition of an asset or
liability, excluding a business combination, where there is no effect on accounting or taxable profit or loss.

Deterred tax is caloulated at the tax rates that are expected to apply to the period when the asset is realised or liability is settied. Deferred tax is
credited in the income statement except where it relates to items that may be credited directly to equity, in which case the deferred tax is adjusted
directly agalnst equity.

Deferred income tax assets are recoghised to the extent that it is probable that future tax profits will be available against which deductible temporary
differences can be utifised.

The amount of benefits brought to account or which may be realised in the future is based on the assumption that no adverse change will ocour in
income taxation legislation and the anticipation that the Consolidated Group will derive sufficient fulure assessable income to enable the benefit to bs
realised and comply with the conditions of deductibility imposed by the law,

SODA Brands Limited and its whoily-owned Australian subsidiaries have formed an income tax Consolidated Group under the tax consalidation
regime. SODA Brands Limited is responsible for recognising the current and deferred tax assets and fiabilities for the tax Gonsolidated Group. The
tax Consolidated Group has entered a tax sharing agreement whereby sach company in the group contributes to the income tax payable in proportion
to their contribution o the net profit before tax of the tax Consolidated Group.

{c) Invenicries
nventories are measured at the lower of cost and net realisable value. The cost of manufactured products includes ditect materials, direet labour and

an appropriate portion of variable and fixed overheads. Overheads are applied on the basis of normal operating capacity. Costs are assigned on the
basis of weighted average costs.

{d} Plant and Equipment
Each class of plant and equipment is carried at cost or fair value less, where applicable, any accumulated depreciation and impairment losses.

Piant and equipment

Plant and equipment are measured on the cost basis less depreciation and impairment losses. The carrying amount of piant and equipment is
reviewed annually by directors to ensure i is nat in excess of the recoverabie amount from these assets. The recoverable amount is assessed on the
basis of the expected net cash flows that will be received from the assels employment and subsequent disposat. The expected net cash flows have

been discounted to their present values in determining recoverable amounts.

Depreciation

The depreciable amount of all fixed assets including building and capitalised lease assets, but excluding freehold land, is depreciated on a straight-
fine basis over their useful ives to the consolidated group commencing from the time the asset is held ready for use. Leasehold improvements are
depreciated over the shorter of either the unexpired period of the lease or the estimated useful lives of the improvernents.

The depreciation rates used for each class of depreciable assets are:
Class of Fixed Asset Depreciation Rate

Plant and equipment 15 - 40%

The assets' residual values and useful fives are reviewed, and adjusted if appropriate, at each balance sheet date. An asset’s carrying amount is
written down immediately to its recoverable amount if the asset's carrying amount is greater than its estimated recoverable amount.

et yyrers
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Gains and losses on disposals are detenmined by comparing proceeds with the carrying amount. These gains and losses are includad in the income
statement. When ravalued assels ars sold, amounts included in the revaluation reserve relating o that asset are wansferred 1o retained eariings.

Leases

Leases of fixed assets where substantially all the risks and benefits incidental to the ownership of the asset, but not the legal ownership that are
fransferred to entities in the consolidated group are classified as finance ieases. Finance leases are capitalised by recording an asset and a liability at
the lower of the amounts equal to the fair vaiue of the leased property or the present value of the minimum lease payments, including any guaranteed
residual values. Leass payments are allocated between tha reduction of the lease liability and the lease interest expense for the period.

L.eased assets are depreciated on a straight-line basis over their estimated useful lives. Lease payments for operating leases, where substantially ali
the risks and benefits rerain with the lessor, are charged as expenses in the periods in which they are incurred. Lease incentives under operating
leases are recognised as a liability and amoniised on a straight-line basis over the life of the lease term.

Financial Instruments

Recognition

Financial instruments ars initially measured at cost on trade date, which includes transaction costs, when the related contractuat rights or obligations
exist, Subsequent to initial recegnition these instruments are measured as sst out below.

Financiat assets at fair value through profit and loss

A financial asset is classified in this category if acguired principally for the purpose of selling in the short term or if so designated by management and
within the requirements of AASB 139: Recognition and Measurement of Financial Instruments. Derivatives are also categorised as held for trading
uniess they are designated as hedges. Realised and unreaiised gains and losses arising from changes in the fair value of these assets are included
in the income statement In the period in which they arise.

Loans and receivabies
Loans and recelvables are non-derivative financial assets with fixed or determinable nayments that are not guoted in an active market and are stated

at amortised cost using the effective interest rate method.

Held-to-maturity investments
These investments have fixed maturities, and it is the grou

nrdiond ~aot Liciny
Orisoh COGL USH

’U¢
o
=
=
@
3
&=
&
3
~
g
o
2
a
g
F
I
&
>
=
z
o
o0
A8
3
5]
2
[42]
o
3
3
=3}
2
[
=
2
=
E]
-

=
o
&
g
3
B
&
i
=
<
=
<
@
o
&
3
&
3
=
w
=
@
&

by the group are stated at am
oF e group are slaled at am

Financial labilities
Non-derivative financial fiabilities are recognised at amortised cost, comprising original debt less principat payments and amonisation.

Derivative instruments
Derivative instruments are measured at fair value. Gains and losses arising from changes in fair value are taken to the income statement unless they

are designated as hedges.

Falr value

Fair value is determined based on current bid prices for all quoted investments. Valuation fechniques are applied to determine the fair vatue for alt
unlisted securities, inciuding recent arms length transactions, reference to similar instruments and option pricing models,

fmpairment

At each reporting date, the group assess whether there is objective evidence that a financial instrument has been impaired. In the case of avaiable-
for sale financial instruments, a prolonged decline in the value of the instrument is considered to determine whether an impairment has arisen.
Impairment losses are recognised in the income statement.

impairment of Assets

At each reporting dale, the group reviews the carrying values of its tangible and intangible assets to determine whether there is any indication that
those assets have been impaired. If such an indication exists, the recoverable amount of the asset, being the higher of the asset’s fair value less
costs to sell and value in use, is compared o the assets carrying value. Any excess of the assets carrying vaiue over its recoverable amount is
expensed to the income statement.

Impairment testing is performed annually for goodwill and intangibfe assets with indefinite lives.

Where it is not possible to estimate the recoverable amount of an individual asset, the group estimates the recoverable amount of the cash-
generating unit o which the asset belongs.

intangibles

Goodwill

Goodwill and goodwill on consolidation are initially recorded at the amount by which the purchase price for a business or for an ownership interest in a
controiled entity exceeds the fair value atiributed to its net assets at date of acquisition. Goodwill on acquisitions of subsidiaries is included in
intangible assets. Goodwill on acquisition of associates is included in investments in associates. Goodwill is tested annually for impairment and
carried at cost less accumulated impairment iosses. Gains and losses on the disposal of an entity include the carrying amount of goodwill relating to

the entify sold.

Foreign Currency Transactions and Balances
Functional and presentation currency

The functional currency of each of the group's entlifes is measured using the currency of the primary economic environment in which that entity
operates. The consolidated financial statements are presented in Australfian doflars which is the parent entity's functional and presentation currency.

Transaction and balances

Forsign currency transactions are translated into functional currency using the exchange rates prevailing at the date of the transaction. Foreign
currency monetary items are translated at the yearend exchange rate. Non-monetary ftems measured at historical cost continue to be carried at the
exchange rate at the date of the fransaction. Non-monetary items measured af fair value are reporied at the exchange rate at the date when fair

Exchange differences arising on the translation of monstary items are recognised in the income statement, except where deferred in equity as a
qualifying cash fiow or net investment hedges.

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

Group companies

The financial resufts and position of forgign operations whose functional currency is different from the group's presentation currency are transiated as
follows:
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- assets and liabikties are franslated at year-end exchange rates prevailing at that reporting date;
- income and expenses are translated at average exchange rates for the perfod; and
- retained profits are transtated at the exchange rates prevailing at the date of the ransaction.

Exchange differences arising on translation of foreign operations are transferred directly to the groups foreign currency transtation resetve in the
balance sheet. These differences are recognised in the income statement in the periad i which the operation is disposed.

Employee Benefits
Provision is made for the company’s liabitity for employes benefits arising from services rendered by employees 1o balance date. Employee benefits

that are expected to be settied within one year have been measured at the amounts expected o be paid when the lability is settled, plus reiated on
costs,

Empioyee benefits payable later than one year have been measured at the present value of the estimated future cash outflows to be made for those
benefits,

Equity-settied compensation
The group operates a number of share-based compensation plans. These include both a share option arrangement for customers loyalty programme

and an employee share scheme. The bonus element over the exercise price of the employee services rendered in exchange for the grant of shares
and options is recognised as an expense in the income statement. The fotal amount to be expensed over the vesting period is determined by
reference to the fair value of the shares of the options granted.

Provisions

Provisions are recognised when the group has a legat or constructive obligation, as a result of past events, for which it is probable that an outfiow of
economic benefits will result and that outflow can be reliably measured.

Cash and Cash Equivaients

ighly Bouid tments with ariging!l maturd

ities on the balance sheet.

Cash and cash aguivalents inchade cash on hand, deposits held at call with hanks, ather short-tan

three months of less, and bank overdrafls. Bank overdrafts are shown within shori-term borrowings |n‘current fiabi

Revenue
Hevenue from the saie of goods is recognised upon the defivery of goods 1o customers. Interest revenue is recognised on a proportional basis taking

into account the interest rates applicable to the financial assets.

Dividend revenus is recogrised when the right to recedve a dividend has been estabiished. Dividends received from associates and joint venture
entities are accourted for in accordance with the equity method of accounting.

Revenue from the rendering of a service is recognised upon the delivery of the service 1o the customers.

All revenue is stated net of the amount of goods and services tax (G8T).

Borrowing Costs
Borrowing costs directly atiributable to the acquisition, construction or production of assets that necessarily take a substantiat pericd of ime to
prepare for their intended use or sale, are added to the cost of those assets, until such fime as the assets are substantially ready for their intended

use or sale,
All other borrowing cosits are recognised in income in the period in which they are incurred.

Goods and Services Tax (GST)
Revenues. expenses and assels are recognised net of the amount of GST, except where the amount of GST incurred is not recoverable from the

Aystralian Tax Office. In these circumstances the GST is recognised as part of the cost of acquisition of the asset or as part of an item of the
expense.

Receivables and payables in the balance sheet are shown inciusive of GST.

Cash flows are presented in the cash flow statement on a gross basis, except for the GST component of investing and financing activities, which are
disclosed as operating cash flows.

Comparative Figures

When required by Accounting Standards, comparative figures have been adjusted to conform to changes in presentation for the current financial year.

Critical accounting estimates and judgments

The directors evaluate estimates and judgments incorparated into the financial report based on historical knowledge and best available current
information. Estimates assume a reasonable expectation of future svents and are based on current trends and economic data, obtained both
externally and within the group.

Key estimates — Impairment

The group assesses impairment at each reporting date by evaluating conditions speciic o the group that may lead to impairment of assets, Where an
impairment trigger exists, the recoverable amount of the asset is determined. Value-in-use calculations performed In assessing recoverable amounts
incorporate a number of key estimates.

No impairmeant has been recognised in respect of goodwill for the year ended 31 July 2067, Should the projected turnover figures be outside 15% of
budgeted figures incorporated in value-in-uss calculations, an impairment Joss would be recognised up to the maximum carrying value of goodwill at
31 July 2007 amounting to $3,021,756.

Key judgments — Doubtful debts provision
The directors believe that a provision for doubtful debis does not need to be made for the financial year, as all trade debtors are iully recoverable as
at the end of the financiai year.
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Note 2 Revenue

Note

Operating activities

------- sale of goods

-=interest received 2(a)
-— Foreign exchange - realised gains
Total Revenue
{a) interest revenue from:

- other persons
Total interest revenue

MNote 3 Protit from Ordinary Activities

(a} Expenses
Cost of sales
Finance costs:
— Parent entity
Total finance cosis
Rental expense on operating leases
- minirtum lease payments
Note 4 incomne Tax Expense
Note

{a} The components of tax expense comprise:
Current tax
Deferred tax 18

{by The prima facie tax on profit from vrdinary activities before
tax as follows
Prima facie tax payabte on profit from ordinary activities
hefore income tax at 30% (2006: 30%)
-- Consclidated Group
— parent enity
other members of the income tax Consolidated Group
" net of intercompany transactions

Income tax expense 1o wholly-owned subsidiaries under the

tax sharing agreement

Income tax attributable to parent entity not brought to accounts as deferred
tax asset

Note 5 Directors’ and Executives’ Bemuneration

Consolidated Group

Parent Entity

{a) Names and positions held of parent entity directors and specified executives in office at any time during the financiai

year are:
Parent Entity Directors
FAIRFULL Andrew (Non-exec Chairman)
GHATTAS Nicholas éManaging Director}
BRETT Hitton (Non-exec Director)
KULMAR Stephen {Non-exec Director}

{b} Parent Entity Directors Remuneration

2007

FAIRFULL Andrew {Non-exec Chairman)
GHATTAS Nicholas {Managing Director)
BRETT Hilton {Non-exec Director)
KULMAR Stephen {Non-exec Director)

2006

FAIRFULL Andrew (Non-exec Chairman)
GHATTAS Nicholas (Managing Director)
BRETT Hilton {Nen-exec Dirsctor)
KULMAR Siephen {Non-exec Diractor)

Payment to Nicholas Ghattas includes those made to family members in 2006.

2007 2006 2007 2006
$ $ 3 %
2,405,601 1,824,631 194,891 19,778
43,077 1 49,077 1
- 2,709 - 2,709
2,467 604 1,827 341 250,884 22,488
48,077 1 49 077 ]
49,677 1 49,077 1
Consolidated Group Parent Entity
2007 2008 2007 2006
5 3 $ $
1,366,407 934 761 128,677 14,819
71,918 68,695 71,918 68,695
71,916 68,605 71,916 68 695
49,695 48,702 44,695 48 702
Consolidated Group Parent Entity
2007 2006 2007 204086
$ % $ $
{238,462) {73,168)
{447 198) {304,887)
(238,462) (73,168)  (447,198)  (304,887)
(238,462} (73.168)  (447,198)  (304,887)
Primary
Salary, Fees Super-
& annuation Non-Cash
Commissions  Comdribution Cash Bonus  Benefiis
3 $ $ $
Primary
Salary, Fees Super-
& annuation Non-Cash
Commissions  Contribution  Cash Bonus  Benefits
3 b2 3 $
107,925 9,713 - -
107,525 9,713 - -




{c) Remuneration Options
Options Granted as Remuneration

Terms & Conditions for Each Grant

Valiye per
Option at First Last
Grant Date  Exercise Price  Exercise Exercise
Vested No. Granted No.  Grant Date % $ Daie Date
Pargnt Entity Directors
FAIRFULL Andrew (Non-exec 250,000 1/12/2006 25¢c 25¢ 31/07/2011%
GHATTAS Nicholas (Managing - 1,000,000 1/12/2006 25¢ 25¢ 31/07/2011
BRETT Hilton {Non-exec Director} - 250,000 112/2006 25¢ 25c 310772011
KULMAR Stephan {Non-exec - 250,000 112/2006 25c 25c 31/07/201H
- 1,750,000
Exercise price equais the market price at date of the grant.
{d) Options and Rights Holdings
Number of Options Held by Specified Directors and Executives
Total Total Unexer
Balance Granted as Options Net Change Balance Total Vested Exercisabie -cisable
2007 01/08/2006 Remtineration Exercised* Other* JMATR007  3OTR00F  3107/2007  31/07/2007
Parent Entity Directors
FAIRFLLL - 250,000 - - 250,000 - - 250,600
GHATTAS - 1,000,000 1,000,000 - - 1,000,000
BRETT Hifton - 250,000 - 250,000 - 250,000
KLUILMAR - 250,000 - - 250,000 - - 250,600
- 1,750,000 - - 1,750,000 - - 1,750,640
(e} Shareholdings
Number of Shares haid by Parent bntity Direciors an
Balance Received as Options Net Change  Balance
2007 01/08/2006 Remuneration  Exercised Cther* 31/07/2007
Parent Entity Directors
FAIRFULL Andrew {Non-exac Chairman) - - - 75,000 75,000
GHATTAS Nicholas Managing Birector) - - - 1,275.006  1,275000
BRETT Hilton (Non-exec Director) - - - 150,000 150,000
®ULMAR Stepher: (Non-exec Director} - - 40,000 40,000
- - - 1,540,000 1,640,000

* Net change other refers to shares purchased or sold during the financial year.

{fi Remuneration Practices

The company's policy for determining the nature and amount of emoluments of board members and senior executives of the company is as follows:

The remuneration policy of SODA Brands Limited has besn designad to align director and executive objectives with shareholder and business
objectives by providing a fixed remuneration component and offering specific long-term incentives based on key periormance areas affecting the
economic entity's financial results. The board of SODA Brands Limited believes the remuneration policy to be appropriate and effective in its abifity to
attract and retain the best executives and direciors to run and manage the economic entity, as well as create goal congruence between directors,

executives and shareholders.

The remuneration policy has been tailored to increase goal congruence between shareholders and directors and executives. There have been two
methods applied in achieving this aim, the first being a performance based bonus based on key perfermance indicators, and the second being the

issue of options to the mejority of directors and exsculives 1o encourage the alignment of personal and shareholder interests. The company believes
this policy to have been effective in increasing shareholders wealth over the past four years.

Note & Auditors’ Remuneration

Consclidated Group FParent Entity

2007 2006 2007 2006

$ $ % 3

Remuneration of the auditor of the parent entity fon
- audiing or reviewing the financial report 7,000 7.006 7,000 7,000
— taxation services 1,240 302 1,240 109
— due diligence services 15,000 - 15,000 -
— taxation services provided by related practice of auditor - - - -
Remuneration of other auditors of subsidiaries for:
— auditing or reviewing the financial report of subsidiaries - 4,000 4,000

Note 7 Earnings per Share
Consolidated Group
2007 2006
3 $
{a) Reconciliation of Earnings to Profit or Loss
Profit {Loss) (794,873) (243,883
Earnings used o caloulate basic EPS {794,873} {243,893}
Dividends on converting preference shares
Earnings used in the calculation of diative EPS {794,873) {243,893}
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(b) Recencilation of £armings to Profit or Loss from Continuing Operations

Profit from continuing operations {794,873} (243,893)
Earnings used in the calculation of dilutive EPS from continuing operations (794.873)  (243,893)
v} Weighted average number of ordinary shares outstanding during the No. Na.
year used in calculating basic EPS 25,500,000 10274744
Weighted average number of options sutstanding 1,320,833 -
Weighted average number of ordinary shares outstanding during the year used in
calculating dilutive EPS 26,620,833 10,274,744
Note 8 Cash Assets
Note {Consolidated Group Parent Entity
2007 2006 2007 2006
8 3 $ $
Cash at bank and in hand 667,865 15,337 658,980 670
667,865 15,337 658,990 B70
The effective interest rate on bank account was 5.25% {20086: 3.2%).
Reconciliation of cash
Cash at the end of the financial year as shown in the statement of cash flows is
reconciled to iterns in the batance sheel as follows:
Cash and cash squivalents BE7 8B5S 18,337 558,990 576G
Bank overdrafts 17 - {12,669) - {12,669}
667,865 2,668 658,000 (11,559)
Note & Receivables
Moie Consolidated Group Parent Entity
2007 2006 2007 2006
$ $ 8 $
CURRENT
Trade receivables 344,687 261,992 1,268 459
344,687 261,992 1,268 459
Other receivables 89,812 3,060 8,096 3,046
Arounis receivabie from:
—- wholly-owned subsidiaries - - 37,358 -
434,499 265,052 46,722 3,505
NON-CURRENT
Amounts receivable from:
— whaolly-owned entities - - - 127,934
- - - 127,934
Note 16 inventories
Note Consolidated Group Farent Entity
2007 2006 2007 2006
$ 3 $ %
CURRENT
Al cost
Finished goads 832,681 660,695 13,873 23,8945
832,681 660,695 13,873 23,945
Note 11 Other Financial Assets
Note Consolidated Group Parent Entity
2007 2006 2007 2006
$ $ g 5
NON CURRENT
Available for sale financial assets 11{a) - - 3,022,460 1
- - 3,022,460 1
{a) Available-for-sale financial agsets Comprise:
NOMN CURRENT
Unlisted investments, at cost
- shares in controlled entities - - 3,022 460 1
- 3,022,460 i

Total non-current available-for-sale financial assets -

Available-for-sale financial assets comprise investments in the ordinary share capital of various entities, There are no fixed returns or fixed maturity

date attached to these investmeants.

The fair value of uniisted available-for-sale financial assets cannot be reliably measured as variability in the range of reasonabie fair value sstimates
is significant. As a result, all unlisted investments are reflected at cost. Management has determined that the esiimate of total consotidated fair values
for unlisted investments would be within the range of $3 million o $3.5 miffion at 31 July 2007. Unlisted available-for-sate financial assets exist within

aciive markets and could be disposed of if required.

=0 .
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Note 12 Controiled Entities

{a) CTontrolled Eniities Consolidated

Country of incorparation Percertage Owned (%)*
Farent Entity: 2067 2006
SODA Brands Limited Australia
Ultimate Parent Entity:
Souls Private Equity Limited Australia
Subsidiaries of Soda Brands Limited:
50 Distributions Pty |Limited Australia 100 100
Salon Only Pty Limited Australia 106 -
Soda Brands (N2) Limited New Zealand 100 .
Soda Brands (UK} Limited United Kingdom 100

* Pergentage of voting power is in proportion to cwnership

(b} Acquisition of Controtled Entities
On 2 January 2007 the parent entity acquired 100% of Safon Only Pty Limited, with Soda Brands Limited entitied to all profits earned from that date
for a purchase consideration of $3,021,756.

Soda Brands Limited, incorporated wholly owned subsidiaries, Seda Brands (UK) Limited and Soda Brars (NZ) Limited during the financial year,

Note 13 Property, Flant and Equipment

Consolidated Group Parent Entity
2007 2006 2007 2006
& S $ $
PLANT AND EGUIPMENT
Flant and equipment:
At cost 570,847 484,115 287,389 224107
Accumulated depraciation (295 866) {186,593) {164 358} (121,084)
Total Plart and Equipment 275,081 297,522 123,033 103,013
()
Plant and
Equipment Total
3 $

sonsolidated group:

Balance at the beginning of year 297 522 297,822

Additions 86,832 86,832

Additions through acquisition of entity B .

Brepreciation expense {108,273 {109,273}

Carrying amourt at the end of year 275,081 - 275,081

Parent Entity:

Batanice at the beginning of year 103,013 103,013

Additions 63,282 63,282

Depreciation expense (43,262) (43,262)

Carrying amount at the end of year 123,033 - 123,033

The recoverable amount of the cash generating unit has been determined to be its fair value less costs to sell. The fair vaius was determined with
reference to an active market, where the market price of similar equipment and of a similar age was used as the benchmark. Costs for sefling the
equipment were estimated based on the company's prior history of selling similar equipment.

Note 14 Intangibie Assets

Consolidated Group Parent Entity
2007 2008 2007 2006
$ % $ $
Goodwill
Cost 3,021,756 - . -
Accumulated impairment losses - - - -
Net carrying value 3,021,756 - - -
Total intangibles 3,021,756 B - -
consolidated group:
Goodwill
3

Year ended 31 July 2006
Balance at the beginning of year -
Acquisitions through business combinations 3,021,756
Impairment losses -
Closing carrying value at 31 July 2008 3,021,756

Intangibie assets, other than goodwill have finite useful tives. Goodwill has an infinite e,

Goodwill is aficcated fo cash-generating units which are based on the group’s reporting segments
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2007 2068

$ 5
Distribution segment 3,021,756 -
Tota 3.021,756 -

The recoverable amount of each cash-generating unit ahove is determined based on value-in-use calcufations. Value-in-use is calculated based on the
present value of cash flow profections over a 10-year pariod with the period extending bevond five years extrapotaied using an estimated growth rate. The
cash flows are discounted using the yisid of 10-year government bonds at the beginning of the budget period.

The following assumptions were used in the value-in-use calculations:

Growth Rate Discount Rate
Distribution segment 20.00% 11.23%

Management has based the value-in-use calculations on budgets for each reporting segment. These budgets use historical weighted average growth
rates to project revenue, Costs are calculated taking into account historical gross margins as well as estimated weighted average infiation rates over the
period which are consistent with inflation rates applicatde to the locations in which the segments operate. Discount rates are pre-tax and are adjusted to
incorporate risks associated with a particular segment.

Note 15 Other Assets

Consolidated Group Parent Entity
2007 2006 2007 2006
& & % b
CURRENT
Prepayments 45,162 8,279 44,388 8,279
Listing sosts - 29933 - 28,933
Seacurity deposits 10,450 10,450 10,450 10,450
55,557 44,662 54,538 48,662
Note 16 Payables
Note Consolidated Group Parent Entity
2007 2006 2007 2006
$ $ § $
CURRENT
Unsecured liabilities
Trade payabies 85,042 277,586 4,774 93,051
Sundry payables and accrued expenses 100,723 43,858 77,489 908
-- subsidiaries of ultimate parent entity - - 174,505 -
185,765 321,244 256,768 93,959
Note 17 Borrowings
Note Consolidated Group Parent Entity
2007 2006 2007 2006
§ § $ &
CURRENT
Unsecured liabilities
Bank overdraft - 12,669 - 12,669
- 12,669 - 12,669
NON-CLURRENT
Souls Private Equity Limited - £20,000 - 620,000
- 520,000 - 620,000
Note 18 Tax
Note Consolidated Group Parent Entity
2007 2006 2007 2006
% % 8 3
{a) Liabilities
CURRBENT
Income Tax - - - -
TOTAL - - - -
NON-CURRENT
{2} Deferred tax assets not brought 1o account, the bensfits of which will
only be realised if the conditions for deductibliity set out in Note 1(b)
ocour
— temporary differences
- fax 105568:
— oparating Iosses 518,912 280 450 504,432 280,450
e PrOVision 272y 2,727 2,727 2,727
521,639 283,177 507,159 283,177
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HNote 19 Provisions

CURRENT

Non-current

Provision for Employee Entitiements

Consolidated Group
2007 2006

Parent Entity
2007 2006

9.090 9,080

3,090 9,090

A provision has been recognised for employee entitiements relating to annual and ong service leave. In calculating the present value of future cash flows
in respect of long service leave, the probability of long service leave being taken is based on historicat data. The measurement and recognition criteria

relating to employse benefits has been inciuded in Note 1 to this report.

Note 20 Issued Capital

34,000,000 {2006 10,333,334 fully paid ordinary shares

{a) Ordinary Shares

At the beginning of repoiting penod
Shares issued during year
-~ 1 October 2005
— 31 July 2006
— 30 September 2006
Az at 30 September 20086
— 30 September Share Consaolidation
Sub total

Shares bought back during the vear
— Shares issued in pursuant to the company listing on the NSX
exchange
— Shares issued in consideration of the acquisition of Salon Only Pty
Limited
At reporting date
Less transaction costs refating to the share issue
Contributed Equity

Options on ordinary shares
Dirsctors’ options issued prior to listing at the exercise price of $0.25 each
Empioyes share option plan {fo be issued in the future}
Customer Loyalty Program: (to be issued in the future}

£,812.808 1,340,100

6,912,808 1,340,100

6,912,808 1,340,100

6912808 1,340,100

Year Ended Year Ended
31 July 31 Judy
2007 2006
B, $ No. 3
19,000,000 1,340,100 10,000,000 770,100
333,333 50,000
8,666,667 520,000
1,000,000 100,000
26,006,000 1,440,100
{10,000,000}

10,000.000 1.440,100

18,000,000 1,340,100

20,000,000 5,000,600

4,000,000 1,000,000

34,000,000 7 440,100

19,800,000 1,340,190

(527,292)

34,000,000 6,812 808

19,000,080 1,348,100

Consolidated Group

Parent Entity

2007 2008 2007 2006

NoO. No. No. Mo,
1,750,000 - 1,750,000 -
1,704,000 - 1,700,006 -
3,480,000 - 3,400,000 -
6,850,000 - 6,850,000 -

Ordinary shares participate in dividends and the proceeds on winding up of the parent entity in proportion to the number of shares held
At the shareholders meetings each ordinary share is entitled to one vote when a polt is called, otherwise each sharehaider has one vote on a show of

hands

(dy Options

{) For information relating to the SODA Brands Limited employes option plan, including details of options issued, exetcised and lapsed during the

financial year and the options outstanding at year-end, refer to Note 28.

(i) For information refating to share options issued to executive directors during the financial vear, refer to Note 5.

Note 21 Reserves

{&) Foreign Currency Translation Reserve

The foreign currency ranslation resefve records exchange ditferences arising on transtation of a foreign controlied subsidiary

{y Option Reserve

The option reserve records ltems recognised as expenses on valuation of empioyee share oplions

Note 22 Capital and Leasing Commitments

Note

{a) Operating Lease Commitments
Non-cancellabie operating leases confracted for but not capitalised in the
financial statements
Payable -—— minimum lease payments
— not later than 12 months
— between 12 months and 5 years
- greater than 5 years

=20

Consolidated Group

Parent Entity

2007 2008 2007 2008
5 $ $ g
42,356 44 988 42,356 44,988
83,332 72504 89,332 72,504
131,688 117,492 131,688 117,482

SODA



The property lease is a non-cancellable lease with a three-year tarm, with rent payable monthly in advance. Contingent rental provisions within the
lease agreement require the minimum lease payments shall be increased by the TP An oplion exists to renew the lease at the end of the thres-year

term tor an additional term of five years.

Note 23

Contingent Liabilities and Contingent Assets

Estimates of the potential financial effect of contingerst liabildies that may

become payable:

Note 24 Segment Reporting

Prirnary Reporting — Business Segments

REVEMNUE

£xternal Sates
Other sagments
Total sales revenue
tinallocated revenue
Total revenue from ordin
RESULT

Segment result
Unaliocated expenses net of unallocated revenue
Borrowing Costs

Profit before income tax Income tax expense
Profit after income tax

ASSETS
Segment assets
Total assets

LIABILITIES
Segment liabifities
Tolal liabilities

OTHER
Acquisitions of non-current segment assets
Depreciation and amortisation of segment assets

Secondary Reporting — Geographical Segments

Geographical location:
Austraiia

New Zealand

United Kingdom

Aceounting Policies

Segment Revenues from

Consolidate Group

Parent Enfity

2007 2006 2007 2006
$ $ $ $
Consolidated Group
Distribution {Continuing Operations)
2007 2006 2607 2006
$ $ $ $
2,461 604 1.B27.341 2461804  1,B2734i
2,481,604 1,827,341 2,461,604 1,827,341
(722,957) (167.127)  (722,957)  (167.127)
{71,918) {75,766 {71,916} (76,766)
(794,873) (243,893)  (794.B73)  (243.803)
(794,873) (243,893) {794,873} {243 893)
5,287,434 1,287,268 5287434 1287268
5,287,434 1,287,268 5,287 414 1,287,268
194,855 963,003 194,855 963,003
194,855 563,003 194,855 963,003
3,021,756 - 3,021,756 -
(108,273} (72,000} (109,273} {¥2,000)

Carrying Amount of Segment Acquisitions of Non-current

External Customers Assets Segment Assets
2007 2006 2007 2006 2007 2006
3 $ § $ § $
2375708 1,827,341 5,334,897 324,265 3,297 541 297522
20,868 - {47,485) - - -
. B 2 . . .
2,405,604 1,827,341 5,287,434 324,265 3,297,541 297,522

Segment revenues and expenses are those directly attributable to the segments and include any joint revenue and expenses where a reasonable basis of
aflocation exists. Segment assets include all assets used by & segment and consist principatly of cash, receivables, inventories, intangibles and property,
plant and equipment, net of allowances and accumulated depreciation and amortisation. White most such assets can be directly attribtited to individual
segments, the carrying amount of certain assets used jointly by two of more segments is alfocated 1o the segments on a reasonabie basis. Segment
liabilities consist principally of payables, employee benefits, accrued expenses, provisions and borrowings. Segment assets and liabilities do not include

deferrad income taxes.

Intersegment Transfers

Segment revenues, expenses and results include transfers betwsen segments. The prices charged on intersegment transactions are the same as those
charged for similar goods o parties outside of the consolidated group at an arms length. These transfers are eliminated on consolidation,

Business and Geographical Segments
Business segments

The consolidated group has the following five business

— Distribution division provides a range of services throughout Austratia and New Zealand and specialises in the distribution of hair care and beauty

products.

Geographical segments

The consolidated group’'s business segments are located in Australia, New Zealand and the United Kingdom.

=0
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Note 25 Cash Flow Information
Consolidated Group Parant Entity
2007 20086 2007 2006
3 $ 3 3
(&) Reconciliation of Cash Flow from Operations with Profit
from Ordinary Activities after Income Tax
Profit from ordinary activities after income tax (794,873) (243.893) (1,490,661) (1,016,291}
Cash flows excluded from profit from ordinary activities
attributable to operating activities
Depreciation 109,273 75,188 43,262 31,035
Foreign exchange translation reserve {(9.5203
increase/{decrease) in trade and term receivables {169,447} (5.606) (43.217) 4,817
increasef{decrease) in prepayments and other assels (6,850} 78,193 {6,176) (36.375)
Increasef{decrease) in inter-company receivables - - 127,934 -
Increase/{decrease) in inventories {171,986) {167,987) 10,072 2,556
(increase)/decrease in trade payables and accruals {135,480) (45,451) {89.185) {33,647)
{Increase)/decrease in oiher payable - - 77,489 -
Increase/(decrease) in provisions - {28,871} - (28,871}
Cash flow frem operations (1,178,823 (338,427) 1,370,482y {1,076,778)
) Acquisition of Entities
Buring the vear, 100% the issued capital of Salon Only Pty Limited was acquired. Details
of this transaction are:
Purchase consideration - - 3,021,756 -
Cash eansideratinn - - 2,021,788 -
Coensideration setiled by issuance of 4,400,000 ordinary
shares at $0.25 being the market value of the shares - - 1,006,000
Cash outfiow 3,021,756 -
Assetls and liabilites held at acquisition date:
Goodwill on consciidation 3,021,756 - - -
3,021,756 - -

The goodwill is attributable to the ownership of the SO Brand owned by the acquired business and the significant synergies expected to arise after the

group’s acquisition of Salon Only Pty Limited

The assets and liabilitles arising from the acquisition are recognised at fair value which is equal to s carrying value.

{c) Non-cash Financing and investing Activities
(i} Share issue

4,000,000 ordinary shares were issued at 25 cents as part of the consideration for the purchase of Salon Only Fty Limited. The share issue was
based on the fair value of the company which was determined by reference to the initial Public Offering price.

(d) Loan Facllities
Loan facilities
Amount utilised

Note 26 Share-based Payments

The foliowing share-based payment afrangements existed at 31 July 2007:

Consolidated Group Parent Entity
2007 2008 2007 2006
§ 3 3 3
- 620,000 - 620,000
- {620,000} (620,000}

1,750,000 share options wers granted o directors as disclosed in Note 5. The Options grant a right, on exersise, to be issued one Ordinary Share at an

exercise price of 25 cents per share.

1,750,000 Directors' Options have been issued. The options expire on 31 July 2011, if not exercised by that date. As the fair value of the options issued
at the time of the Issug or since has not exceeded the exercise price of 25 cents, no amount has been expensed as directors remuneration per Accounting

Standard AASB 1046.

1,700,800 Empioyees’ Options are to be Issued on expiry of four years from the date of public listing of shares d.e. 2 Jan 2011},

3,400,000 Loyalty Plan Options are tc be issued on or after the expiry of 13 months from the date of public listing {i.e. 2 Feb 2008). The company's
potential exposure based on cumrent sales achieved by customers in the loyalty program amounts to $84,000.

At the date of this report, issued and unissued ordinary shares of SODA Brands Limiled under option are as follows:

Type Of Option Plan Grani Date
Directors’ Options
Employee Share Option Plan Not Yet Granted

Customer Loyalty Option Pian Not Yet Granted

20

Date of

expiry
31/67/2011

21

Exercise price Number of

25c
To be determined
Ta be determined

Number of
options shares
1,750,000 -
1,700,600 -
3,400,600 -
5,850,000 -

SQDA



Inciuded under employee benefits expense in the income statement is NIL (2006:NIL}, and relates, in full, o equity-sefiled share-based payment
transactions, as the exercise price on date of issue and since the day of issue was equal or less then the fair value of the options issued.

Note 27 Events After the Batance Sheet Date

(8} There were at the date of this report no matters or circumstances which have arisen since 31 July 2007 that have significantly affected or may
significantly affect the operations of the consolidated entity, the resuits of those operations, or the state of affairs of the consclidated entity in the
financial year subseqguent 1o 31 July 2007.

(&) The financial report was authorised for issue on 15 August 2007 by the hoard of directors.

Note 28 Related Party Transactions

Consolidated Group Parent Endity
2007 2006 2007 2006
$ $ $ $
Transactions between related parties are on normal commercial terms and
conditions no more favourabie than those available to other parties unless
otherwise stated Transactions with related parties:
{a} UHimate Parent Company
i.oan facilities from ulfimate parent endity, Souls Private Equity Limited
{SPEL - 620,000 . 620,000
Payment of interest on loan facilities provided by SPEL 71,816 68,695 71,916 68,685
& Whelly nwned suhsidiarias
Receivabie from/{to} subsidiary - Soda Brands (NZj Limited - - 37,358 -
Receivable from/{to) subsidiary - SO Distributions Pty Limited - - {+74,805) 127,934
{c} Share based transactions
Consoilidated Group Frarent Entity
2007 2006 2007 2006
No. No. No. No.
Shares issued to SPEL as at 31 July 2007 23,200,733 8,833,334 23,200,733 B.833,334

Tha shares held by the directors are detailed in nole 5.

{d) ldentification of Related Parties Ultimate Parent Entity
The parent entity is ultimately controfled by Souls Private Equity Limited
which held 68.2% of the issued share capital of the parent entity as at 31
July 2007. Souls Private Equity Limited is a company incorporated in
Australia

Note 29 Financial Instruments

(a} Financial Risk Management
The group’s financial instruments consist mainly of deposits with banks, local money market instruments, short-term investments, accounts

receivable and payable, loans to and from subsidiaries, bills, leases, preference shares, and derivatives.

The main purpose of non-derivative financial instruments is to raise finance for group operations. Derivatives are used by the group for hedging
purposes. Such instruments include forward exchange and currency option contracts and interest rate swap agreements. The group does not
speculate in the trading of derivative instruments.

(i} Treasury Risk Management
A finance committse consisting of senior executives of the group mest on a reguilar basis 1o analyse cusrency and interest rate exposure and to
evaluate treasury management strategies in the context of the most recent economic conditions and forecasts.

(i} Financial Risks
The main risks the group is exposed to through its financial instruments are interest rate risk, foreign currency risk, liquidity risk, credit risk and

price risk.

interest rate risk
The group is debt free therefore the group is not exposed to interest rate risk except that any variations in base lending rates may afiect the

interest recsivable on excess funds in the bank account

Fareign currency risk
The group is exposed fo fluctuations in foreign currencies arising from the sale and purchase of goods and services in currencies other than the
group's measurement currency. The operations of New Zealand and United Kingdom subsidiaries pose exchange varlation risk to the parent

Liguidity risk

The group manages Equidity risk by monitoring forecast cash flows and ensuring that adequate unutilised borrowing facilities are mainfained,

Credit risk
The maximum exposure to credit risk, excluding the value of any collateral or other security, at balance date to recognised financial assets, is the
carrying amount, net of any provisions for impairment of those assets, as disclosed in the balance sheet and notes to the financial statemenis

The consolidated group does not have any matesial credit risk exposure to any single receivable or group of receivablas under financial
instruments entered into by the consolidated group

Price risk
The group is exposed 1o price risk in respect of packaging and raw materials used for production of hair care products.

SO 22 SODA
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BF%NDS EIMIEITED
ABN: 91 081 149 636
DIRECTORS’ DECLARATION

The direciors of the company declare that:

1.

the financial statemenis and notes, as sef out on pages 7 to 23, are in accordance with the Corporations
Act 2001 and:

{z) comply with Accounting Standards and the Corporations Regqulations 2001; and

(£} give a trug and fair view of the financial position ag at 31 July 2007 and of the performance for the
veat ended on that date of the company and economic entity;

the Chief Executive Officer and Chief Finance Officer have each declared that

{z) the financial records of the company for the financial year have been properly maintained in
accordance with section 286 of the Corporations Act 2001,

{b) the financial statements and notes for the financial year comply with the Accounting Standards; and

{c} the financial statements and notes for the financial year give a true and fair view.

in the ditectors' opinion there are reasonable grounds o believe that the company 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.

=

FAIRFULL Andrew (Non-exec Chairman)

Director

Dated this 15th day of October 2007
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INDEPENDENT AUDIT REPORT
TO THE MEMBERS OF SODA BRANDS LIMITED

Report on the Financial Report

We have audited the accompanying financial report of SODA Brands Limited (the company) and SODA Brands Limited and controlied entitie
{the consolidated entity), which comptises the balance sheet as at 31 July 2007, and the income statement, statement of changes In squity
and cash flow staternent for the vear ended on that date, a summary of significant accounting policies and other explanatory notes and the
directors’ declaration of the consolidated entity comprising the company and the entities it controlted at the vear's end or from: time to time

during the financial year.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation and fair presentation of the financial report in accordance with Australian
Accounting Standards {including the Australian Accounting Interprefations) and the Corporations Act 2001, This responsibity includes
establishing and maintaining internal control relevant to the preparation and fair presentation of the financial reponl thatis free: trom material
misstatement, whether due to fraud or effor; selecting and applying appropriale accounting policies; and making accounting estimates that a
reasonable in the drcumstances. In Mote 1, the directors also state, in accordance with Accounting Standard AASE 101: Prasentation of

Financial Hlatemsents, hat compliancs with he Ausialian eguivaients ©& intemaconal Minancial Reponing Slandaids $FRS) ensuies ihat ihe
financial report, sompssing the financial statemsents and notes, complies with IFRS,

Auditor's Responsibility
Qur responsnbliaty is 10 express an opinion on the financial report based on our audit. We conducted our audit in accordance with Australian
5] Standarrs requ i t we rnmnl\.r wﬂh releuant nthicad rergmrs:»mpnh: re!:ﬂng e noanemante and

An audit involves performing procedures o obtain audit evidence about the amoeunts and disclosures in the financial report. The procedures
salected depend on the auditor’s judgment, including the assessment of the risks of material misstatemeant of the tinancial report, whether
due to fraud of error. In making those risk assessments, the auditor considers internal control refevant (o the entity's preparation and fair
presentation of the financial report in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinicn on the eflectiveness of the entity's internal control. An audit also includes evaluating the appropriateness of
accounting poticies used and the reasonableness of accounting estimates made by the directors, as well as evaluating the overall

presentation of the financial report.
We believe that the audit evidence we have obtained is sufficient and appropriate 1o provide a basis for our audit opinion,

independence

In eonducting our audit, we have complied with the independence requitements of the Corporations Act 2001, We confirm that the
independence declaration required by the Corporations Act 2001, provided 1o the directors of SODA Brands Limited on 15 October 2007
would be in the same terms if provided to the directors as at the date of this auditor's report.

Audit Opinion
In our opinion:
a. the financial report of S0DA Brands Limited and SODA Brands Limited and Controlled Entities is in accordance with the Corporations Act
2001, including:
{H giving a true and fair view of the companys and consolidated entitys financial position as at 31 July 2007 and of thelr performance for
the year ended on that date; and
{iiy compiying with Australian Accounting Standards (including the Aastralian Accounting Interpretations) and the Corporations
Regulations 2004: and
b. the financial report also complies with International financial Reporting Standards as disclosed in Note 1.

Name of Finm Rothsgy Chartered Aegountanis
Audit Partner »
Date

Acldress / vel 18, 8-10 O'Connell Stroet

/ YDNEY NSW 2000
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