














N\
) Notes to the Financial Statements
For the year ended 30 June 2007 (continued)

28 Related party transactions

(a) Equity interests in related parties
(i) Equity interests in subsidiaries
Details of the percentage of ordinary shares held in subsidiaries are disclosed in note 31 to the financial
statements.
(i) Equity interest in joint ventures
Details of interests in joint ventures are disclosed in note 33 to the financial statements.

(b) Transactions with key management personnel
() Key management personnel compensation
Details of key management personnel compensation are disclosed in note 27 to the financial statements.

(i) Key management personnel equity holdings
Fully paid ordinary shares of the Parent

Balance at 1 July Granted as Received on Net other change | Balance at 30 June

compensation exercise of

options
2007 No. No. No. No. No.
P R. Gunner 204,346 - - 116,671 321,017
G.H. Babidge 69,217 - - - 69,217
A. M. Perich (1) (2) 8,771,289 - - 26,130,510 34,901,799
R. Perich (2) 8,771,289 - - 26,130,510 34,901,799
S. k. Higgs 384,615 - - - 384,615
M. Miles - - - 51,069 51,069
B.W. Bootle - - - 40,855 40,855
M. van Ryn 172,074 - - (172,074) -
C.C.Grubb 8,008,435 - - (8,058,435) 10,000
G. J. Reaney 8,008,435 - - (8,054,430) 14,005
R.J.F. Macleod 156,108 - - - 156,108
P Nathan - - - 40,000 40,000
M. E. Jenkins 30,326 - - - 30,326
H. A. Hurwitz = = = = =
B.A. O'Brien - - - - -

(1) Mr A.M. Perich joined the board as a non-executive director in July 2006. He is joint managing director with Mr R. Perich
of Arrovest Pty Ltd. At the date of his appointment Arrovest Pty Ltd already held shares consistent with those shown for
Mr R. Perich.

(2) Messrs A. M. Perich and R. Perich each hold an interest in Arrovest Pty Limited which is a registered holder of shares in
the Parent.
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Notes to the Financial Statements (
For the year ended 30 June 2007 (continued)

28 Related party tfransactions (continued)

Balance at 1 July Granted as Received on Net other change | Balance at 30 June
compensation exercjse of
options

No. No. No. No. No.

2006
PR. Gunner 101,942 - - 102,404 204,346
(. H. Babidge 69,217 - - - 69,217
R. Perich 6,474,528 - - 2,296,761 8,771,289
S.F.Higgs 384,615 - - - 384,615
M. van Ryn 46,133 - - 125,941 172,074
C.C.Grubb 8,008,435 - - - 8,008,435
G. J. Reaney 8,008,435 - - - 8,008,435
R.J.F. Macleod 156,108 - - - 156,108
M.E. Jenkins 30,326 - - - 30,326
H. A. Hurwitz - - - - -
B. A. 0'Brien - - = = -

Dr V. Lakshminarayana - - - . _

Share options of the Parent

Balance Granted as |Exercised | Net other| Balance| Balance Vested | Vested and Options
at 1July | compensation change at30| vested at but not | exercisable vested
June| 30June| exercisable during year
No. No. No. No. No. No. No. No. No.
2007
(.H. Babidge 1,925,000 1,700,000 -1(1,225,000) 2,400,000 700,000 - 700,000 -
B.W.Bootle - 900,000 - -1 900,000 - - - -
R.J.F. Macleod 650,000 1,700,000 -| (350,000) 2,000,000 300,000 - 300,000 -
P Nathan - 300,000 - -1 300,000 - - - -
M. E. Jenkins 100,000 300,000 = = 400,000 100,000 = 100,000 =
DrV. Lakshminarayana 50,000 - - - 50,000 50,000 - 50,000 -
H. A. Hurwitz 50,000 - - - 50,000 50,000 - 50,000 -
2006
G.H. Babidge 1,225,000 700,000 = - 1,925,000 1,925,000 = 1,925,000 925,000
R.J.F. Macleod 350,000 300,000 - -1 650,000 650,000 - 650,000 650,000
M. E. Jenkins 100,000 = = = 100,000 100,000 - 100,000 100,000
DrV. Lakshminarayana 50,000 - - - 50,000 50,000 - 50,000 50,000
H. A. Hurwitz 50,000 - - - 50,000 50,000 - 50,000 50,000
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) Notes to the Financial Statements
For the year ended 30 June 2007 (continued)

28 Related party transactions (continued)

All share options issues to key management personnel were made in accordance with the provisions of the
Employee Share Option Plan.

During the financial year nil options (2006: nil) were exercised by key management personnel.

Further details of the Employee Share Option Plan and of share options granted during 2007 and 2006 financial
years are contained in note 29 to the financial statements.

(i) Other transactions with key personnel of the Group

Profit for the year includes $124,000 (2006: nil) on the sale of land and buildings to Contract Beverage Packers
of Australia Pty Ltd (CBPA) which is a 50: 50 joint venture with Leppington Pastoral Company which is owned by
members of the Perich family.

For further transactions with key personnel of the Group, refer to transactions between Parent and its related
parties below.

o

Transactions with other related parties

Other related parties include:

« the parent entity

« entities with joint control or significant influence over the Group
« joint ventures in which the entity is a venturer

« subsidiaries

« other related parties

(i) Transactions between Parent and its related parties

During the financial year, the following transactions occurred between the Parent and its related parties:

« the Parent recognised tax payable in respect of the tax liabilities of its wholly-owned subsidiaries. Payments
to/from the Parent are made in accordance with the terms of the tax funding arrangement.

« the Parent made dividend payments totalling $348,000 to its ultimate parent entity (2006: nil). The ultimate
parent entity Arrovest Pty Ltd holds 78% of the fully paid ordinary shares of Freedom Nutritional Products
Limited (2006: 20%)

« the Parent received interest income of $1,162,000 (2006: $973,000) from controlled entities. The interest rate on
loans is 9.59% or 8% (2006: 9.5% or 8%). Interest is receivable on the last business day of the financial year.

o the Parent made payments of $1,562,000 (2006: $1,372,000) to a controlled entity for selling, corporate and
financial services. The amount is payable on the last day of the financial year.

The following balances arising from transactions between the Parent and its other related parties are
outstanding at reporting date:

» Non-current loans totalling $29,616,000 are receivable from subsidiaries (2006: $23,615,000)

« Current loans totalling $1,476,000 are receivable from joint ventures (2006: $155,000)

« Current loans totalling $271,000 are repayable to the associate of the ultimate parent (2006: $3,000)

All amounts advanced to or payable to related parties are unsecured and are subordinated to other liabilities.

The amounts outstanding will be settled in cash. No guarantees have been given or received. No expense has
been recognised during the financial year for bad or doubtful debts in respect of the amounts owed by related
parties.

Transactions and balances between the Parent and its subsidiaries were eliminated in the preparation of the
consolidated financial statements of the Group.

58 | Freedom Nutritional Products Limited



Notes to the Financial Statements (
For the year ended 30 June 2007 (continued)

28 Related party transactions (continued)

(ii) Transactions between the Group and its related parties
CBPA provided contract beverage packing services at cost $2,134,000 (2006: $2,348,000).
These services are provided under normal terms and conditions.

The following balances arising from transactions between the Group and its other related parties are outstanding
at reporting date:

« Current loans totalling $1,476,000 are receivable from joint ventures (2006: $155,000)

 Current loans totalling $271,000 are repayable to the associate of the ultimate parent (2006: $3,000)

All amounts advanced to or payable to related parties are unsecured and are subordinated to other liabilities.

The amounts outstanding will be settled in cash. No guarantees have been given or received. No expense has been
recognised during the financial year for bad or doubtful debts in respect of the amounts owed by related parties.
(iii) Guarantee

The Parent has guaranteed half bank debt up to $1m for the debts of a jointly controlled entity.

The amount of the potential exposure is $nil (2006: Snil).

(d) Parent entities

The Parent entity of the Group is Freedom Nutritional Products Limited and the ultimate parent entity is Arrovest
Pty Ltd which is incorporated in Australia.

29 Share based payments — Employee Share Option Plan

Senior employees are eligible to participate in the share scheme under which executives are issued options

to acquire shares in the Parent. Each employee share option converts into one ordinary share of the Parent on
exercise. No amounts are paid or payable by the recipient on receipt of the option. The options carry neither
rights to dividends nor voting rights. Options may be exercised at any time from the date of vesting to the date
of their expiry.

The options granted expire within five years of their issue, or one year of the resignation of the senior employee,
whichever is the earlier. In relation to options issued during the current financial years option series 7 vest in four
equal tranches over a period of 4 years and option series 8 vests in two equal tranches over two years.

The following share-based payment arrangements were in existence during the current and comparative
reporting periods:

Number Grant date Expiry date | Exercise price Fair value at

grant

Option series $ $
(1) Issued 1 January 2002 333,334 1/01/02 28/03/07 0.90 -
(2) Issued 1 January 2002 333,333 1/01/02 28/03/07 1.00 -
(3) Issued 1 January 2002 333,333 1/01/02 28/03/07 1.10 -
(4) Issued 29 January 2003 700,000 29/01/03 29/01/08 0.80 =
(5) Issued 3 September 2003 275,000 3/09/03 3/09/08 0.85 -
(6) Issued 27 July 2005 1,000,000 27/07/05 27/07/10 0.50 =
(7) Issued 30 November 2006 4,300,000 30/11/06 30/m/m 0.50 0.10
(8) Issued 26 April 2007 600,000 26/04/07 26/04/10 0.50 0.10

The weighted average fair value of the share options granted during the financial year is $0.10 (2006: $nil).
Options were priced using a binomial option pricing model. Where relevant, the expected life used in the model
has been adjusted on management'’s best estimate for the effects of non-transferability, exercise restrictions and
behavioural considerations.
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Notes to the Financial Statements
For the year ended 30 June 2007 (continued)

29 Share based payments — Employee Share Option Plan (continued)

Inputs into the model Series 1 Series 2 Series 3 Series 4 Series 5 Series 6 Series 7 Series 8
Grant date share price 0.72 0.72 0.72 0.60 0.80 038 0.50 0.48
Exercise price 0.90 1.00 1.10 0.80 0.85 0.50 0.50 0.50
Expected volatility 15% 15% 15% 15% 15% 15% 20% 20%
Option life 525years | 5.25years  5.25years 5years 5years 5years 5years 3 years
Dividend yield Nil Nil Nil Nil Nil Nil 2.5% 2.5%
Risk-free interest rate 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 8% 8%

2007 2006
Weighted average exercise Weighted average exercise
Number of options price $ Number of options price
Balance at beginning of financial year 2,975,000 0.77 1,975,000 0.91
Granted during financial year 4,900,000 0.50 1,000,000 0.50
Forfeited during financial year (200,000) 0.84 - -
(ancelled during financial year (1,575,000) 093 = =
6,100,000 051 2,975,000 0.77
Exercisable at end of financial year 1,200,000 0.55 2,975,000 0.77
Balance at end of the financial year
The share options outstanding at the end of the financial year had an average exercise price of $0.51
(2006: $0.77), and a weighted average remaining contractual life of 1,501 days (2006: 374 days).
30 Contingent liabilities
Consolidated Parent
$000 $000
2007 2006 2007 2006
Bank guarantee given to a supplier arising out of the normal course of
business. No liability is expected to accrue. 51 51 20 20

A statement of claim has been received from a customer relating to products provided in 1998 and 1999. The
Parent is defending this claim and believes it will be successful. The claim is for $392,000 plus interest.

31 Conftrolled entities
Country of Incorporation Percentage of shares held
Controlled Entity 2007 2006
Paramount Seafoods Pty Limited Australia 100% 100%
Nutrition Ventures Pty Limited Australia 100% 100%
Freedom Foods Pty Limited Australia 100% 100%
Australian Natural Foods Holdings Pty Limited Australia 100% 100%
Thorpedo Foods Group Pty Limited Australia 100% 100%
Thorpedo Foods Pty Limited Australia 50.01% 50.01%
Thorpedo Seafoods Pty Limited Australia 75% 75%
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Notes to the Financial Statements (
For the year ended 30 June 2007 (continued)

31 Controlled entities (continued)

The consolidated income statement and balance sheet of the entities party to the deed of cross guarantee is the
consolidated income statement and balance sheet included in the 2007 financial report.

On 22 March 2007 Functional Food Investments Pty Limited changed its name to Nutrition Ventures Pty Limited.

32 Companies party to deed of cross guarantee

The following have entered into a deed of cross guarantee as a condition to obtaining relief under ASIC Class
Order 98/1418 from the Corporations Act 2001 requirements to prepare and lodge an audited financial report
and a directors'report.

Members of the closed group are:

e Freedom Nutritional Products Limited

« Nutrition Ventures Pty Limited

» Freedom Foods Pty Limited

« Paramount Seafoods Pty Limited

« Australian Natural Foods Holdings Pty Limited
e Thorpedo Foods Group Pty Limited

« Thorpedo Foods Pty Limited

» Thorpedo Seafoods Pty Limited

Each party to the deed of cross guarantee, guarantees to each creditor in the group payment in full of any debt
upon winding up under the provisions of the Corporations Act 2001 or, in any other case, if six months after a
resolution or order for winding up, any debt of a creditor that has not been paid in full.

33 Jorirn’r ven’rpre

Freedom Nutritional Products Limited has a 50% (2006: 50%) interest in Contract Beverage Packers of
Australia Pty Limited (CBPA) for an opening investment cost of $974,000 (2006: $521,000). CBPA acquired the
manufacturing equipment of Freedom Nutritional Products Limited at book value and provides contract
beverage packing services.

The Group’s share of CBPA loss for the year ended 30 June 2007 was $136,000 (2006: $71,000) which has been
equity accounted for and consequently reduces the investment cost in CBPA to $768,000 (2006: $450,000).

Freedom Nutritional Products Limited’s share of the assets employed in the joint venture is:

$000

2007 2006
Current assets 1,699 275
Non-current assets 4,905 3,064
Total assets 6,604 3,339
Current liabilities 2,609 1,102
Non-current liabilities 3,700 2,256

6,309 3,358
Net assets 295 (19)
Shareholder funds 295 (19)
Revenue 1,088 191
Loss after income tax (136) (71
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34 Assets pledged as security

In accordance with the security arrangements of liabilities, as disclosed in note 16 to the financial statements,
all non-current assets of the Group, except goodwill and deferred tax assets, have been pledged as security. The
holder of the security does not have the right to sell or repledge the assets. The Group does not hold title to the
equipment under finance lease pledged as security.

35 Acquisition of business

Name of business acquired Principal activity Date of acquisition | Proportion of shares Cost of acquisition
acquired (%) $000
Cookieman baking assets Biscuit baking 18-May-07 Nil 1,679

Cookieman baking assets

Book Value Fair Value Adjustment ~ Fair Value on Acquisition
Net Assets Acquired $000 $000 $000
Assets
Prepayments 9 - 9
Inventory 412 - 412
Deferred tax assets 78 = 78
Plant and equipment 1,008 216 1,224
Liabilities
Employee entitlements (196) - (196)
Income in advance (64) - (64)
1,247 216 1,463
Goodwill 216
1,679

The initial accounting for the acquisition of the Cookieman baking assets has only been provisionally determined
at reporting date. At the date of finalisation of this report, the necessary valuation of separately identifiable
intangibles has not been finalised and goodwill noted above has therefore only been provisionally determined
based on the directors’ best estimate.

Included in the net profit for the period is $44 thousand attributable to the additional business generated by
Cookieman baking assets.

36 Subsequent events

No matters or circumstances have arisen since the end of the financial year which significantly affected or may
significantly affect the operations of the consolidated entity, the results of those operations, or the state of affairs
of the consolidated entity in subsequent financial years.
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Directors’ Declaration (
For the year ended 30 June 2007

Freedom Nutritional Products Limited
Directors’ Declaration

For The Year Ended 30 June 2007

The directors declare that:

« in the directors’ opinion, there are reasonable grounds to believe that the company will be able to pay its debts
as and when they become due and payable;

« inthe directors opinion, the attached financial statements and notes thereto are in accordance with the
Corporations Act 2001, including compliance with accounting standards and giving a true and fair view of the
financial position and performance of the company and the consolidated entity; and

« the directors have been given the declarations required by s.295A of the Corporations Act 2001.
At the date of this declaration, the company is within the class of companies affected by ASIC Class Order 98/1418.

The nature of the deed of cross guarantee is such that each company which is party to the deed guarantees to each
creditor payment in full of any debt in accordance with the deed of cross guarantee.

In the directors’ opinion, there are reasonable grounds to believe that the company and the companies to which
the ASIC Class Order applies, as detailed in note 32 to the financial statements will, as a group, be able to meet any
obligations or liabilities to which they are, or may become, subject by virtue of the deed of cross guarantee.

Signed in accordance with a resolution of the directors made pursuant to 5.295 (5) of the Corporations Act 2001.

On behalf of the directors

P.R. Gunner G.H. Babidge
Chairman Managing Director

Sydney, 5 September 2007
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) Independent Audit Report

D I i t t
e o I e Deloitte Touche Tohmatsu

ABN 74 490 121 060

The Barrington

Level 10

10 Smith Street
Parramatta NSW 2150

Independent Auditor’s Report to the Paramatta NSW 2124 Australa
members of Freedom Nutritional DX 28485 - e840 7000
Products Limited ww gt comat

We have audited the accompanying financial report of Freedom Nutritional Products
Limited, which comprises the balance sheet as at 30 June 2007, and the income statement,
cash flow statement and statement of changes in equity for the year ended on that date, a
summary of significant accounting policies, other explanatory notes and the directors’
declaration of the consolidated entity comprising the company and the entities it controlled at
the year’s end or from time to time during the financial year as set out on pages 19 to 63.

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 Interpretations) and the Corporations Act 2001. This responsibility
includes establishing and maintaining internal control relevant to the preparation and fair
presentation of the financial report that is free from material misstatement, whether due to
fraud or error; selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances. In Note 3, the directors also
state, in accordance with Accounting Standard AASB 101 Presentation of Financial
Statements, that compliance with the Australian equivalents to International Financial
Reporting Standards ensures that the financial report, comprising the financial statements
and notes, complies with International Financial Reporting Standards.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We
conducted our audit in accordance with Australian Auditing Standards. These Auditing
Standards require that we comply with relevant ethical requirements relating to audit
engagements and plan and perform the audit to obtain reasonable assurance whether the
financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
report, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to 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 opinion on the effectiveness of the entity’s internal control.
An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as evaluating the
overall presentation of the financial report.

Member of
Deloitte Touche Tohmatsu

Liability limited by a scheme approved under Professional Standards Legislation.
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(continued)

Deloitte.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Auditor’s Independence Declaration

In conducting our audit, we have complied with the independence requirements of the
Corporations Act 2001.

Auditor’s Opinion
In our opinion:

a) the financial report of Freedom Nutritional Products Limited is in accordance with
the Corporations Act 2001, including:

1) giving a true and fair view of the company’s and consolidated entity’s
financial position as at 30 June 2007 and of their performance for the year
ended on that date; and

i) complying with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Regulations 2001; and

b) the financial report also complies with International Financial Reporting Standards
as disclosed in Note 3.

Qmm%w%wﬁw.
DELOITTE TOUCHE TOHMATSU
P G Forrester

Partner

Chartered Accountants
Parramatta, 5 September 2007
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Shoreholding”

Substantial shareholders
The number of shares held by the substantial shareholder is listed in the Parent’s register as at 31 August 2007 is:

Shareholder Number

Arrovest Pty Limited 35,044,006

Class of shares and voting rights
At 31 August 2007, there were 44,527,343 ordinary shares of the Parent on issue.
The Parent’s listed ordinary shares are of one class with equal voting rights and all are quoted on a Member Exchange

of the Australian Stock Exchange Limited (the home exchange being the Australian Stock Exchange (Sydney) Limited).

DISTRIBUTION OF SHAREHOLDERS AS AT 31 August 2007

Category Ordinary
1-1,000 334
1,001 - 5,000 307
5,001 - 10,000 112
10,001 - 100,000 157
100,001 - and over 18

928

Non marketable securities which are holdings of less than 1,042 ordinary shares are held by 352 shareholders. This
statistic is based on the share register as at 31 August 2007.
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Shareholder Statistics

20 LARGEST ORDINARY SHAREHOLDERS AS AT 31 August 2007

(continued) (

Number of % Held of
Ordinary Shares | Ordinary Capital
Held

Name
1 Arrovest Pty Limited 35,044,006 78.70%
2 East Coast Rural Holdings Pty Limited 405,279 0.91%
3 Mr S Higgs ATF SF Higgs Superannuation Fund 384,615 0.87%
4 National Nominees Limited 336,499 0.76%
5 Mr & Mrs P Gunner ATF Perry Gunner Superannuation Fund 321,017 0.72%
6 Mr & Mrs J Perry 200,000 045%
7 MrTE Morris 200,000 0.45%
8 Rakzirre Pty Limited 195,137 0.44%
9 Anisam Pty Limited 192,308 043%
10 | Economic Consultancy Services Pty Ltd 192,308 0.43%
11 | Berzins Asset Management Pty Limited 170,000 0.38%
12 | Gallium Pty Limited 162,180 0.36%
13 | Cebourn Partners Pty Limited 156,108 0.35%
14 MrLLip&MsY FChong 144,732 0.33%
15 | Symspur Pty Limited 140,871 0.32%
16 Mr Gary Douglas Spence 120,851 0.27%
17 | RD & KA McGavin Pty Limited ATF RD & KA McGavin Superannuation Fund 115,385 0.26%
18 | Mr & Mrs CTuckwell ATF CRT Superannuation Fund 100,000 0.22%
19 | Mr& Mrs E Dally ATF E J Dally Superannuation Fund 100,000 0.22%
20 | MrJames Marsden & Mr John Adam 97,030 0.22%
38,778,326 87.09%

The proportion of ordinary shares held by the 20 largest shareholders is 87.09%

Stock exchanges that have granted quotation to the securities of the Parent quoted in Australia:

All Member Exchanges.
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Company Secretary

Michael Jenkins

Principal Registered Office
80 Box Road Taren Point, NSW 2229
Tel: (02) 9526 2555

Fax: (02) 9525 5406

Share Registry

Registries Limited

Level 2, 28 Margaret Street, Sydney NSW 2000
Tel: (02) 9279 0677

Fax: (02) 9279 0664

Insurance Brokers

InterRisk Australia Pty Limited

Level 1,7 Macquarie Place, Sydney NSW 2000
Tel: (02) 9346 8050

Fax: (02) 9346 8051

Management

Geoff Babidge — Managing Director

Rory Macleod - Strategic Development Director
Greg Hughes — Chief Operating Officer

Michael Jenkins — Chief Financial Officer and
Company Secretary

Corporate Directory (

Solicitors

Gilbert &Tobin

2 Park Street, Sydney NSW 2001
Tel: (02) 9263 4000

Fax: (02) 9263 4111

Mallesons Stephen Jaques

Level 60, Governor Phillip Tower,
1 Farrer Place, Sydney NSW 2000
Tel: (02) 9296 2000

Fax: (02) 9296 3999

Banker

Westpac Banking Corporation

344-346 The Kingsway, Caringbah NSW 2229
Tel: (02) 9540 1077

Fax: (02) 9540 3134

Auditor

Deloitte Touche Tohmatsu

Chartered Accountants

The Barrington, Level 10

10 Smith Street, Parramatta NSW 2150
Tel: (02) 9840 7060

Fax: (02) 9840 7001
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