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CHAIRMAN’S MESSAGE

Most shareholders are atfracted to investment in EcoQuest because of a belief in a strong future for
companies which are developing and commercialising products which lead to a better environment.
This belief in the importance of the clean technology products and ethical business is the foundation of
the EcoQuest mission — fo create a globally recognised brand of biodegradable disposable personal
products, based on proven and tested principles of sustainability.

This year has been one of putting into place all the building blocks required for successful execution of our
mission. Key elements are firstly the right team. | invite you to read the biographies of our Board of
Directors in the following pages. There you will see strength not only in our sector of personal products
focused on non-woven disposable manufactured goods, but also in refailing, international procurement,
export, clean technology, financial management, public and investor relations. The Board is backed up
by excellent consultants in graphics, PR, IP and IR, as well as our effective hands on administration and
sales/marketing team here in Australia.

The second key element is the right strategy. EcoQuest has developed an overarching strategy based on
focus — product focus and geographical focus. Itis easy for companies early in their life cycle to over-
extend themselves, and we are committed to a step by step company growth that manages risk while
delivering maximum shareholder value. After a review of the global nappy market, we committed to a
product launch in Australia, and plan to use this launch as a template for one by one international
launches in the years ahead. Itis a modern launch strategy, which does not use expensive advertising
campaigns, but rather engages the media, both traditional and web, and aims to establish direct
relationships with our customers using the internet as the main communication fool.

The third key element is a combined commitment to quality and on-going innovation, and here also we
have invested a lot of effort.

It has been a real pleasure to be a part of this important endeavor, and | would like to take this
opportunity to thank our shareholders for their support over the past year.

EcoQuest is progressing in line with our vision for a future where disposable personal products finish up as
compost instead of landfill.

A DA

SYLVIA TULLOCH
Chairman
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DIRECTORS’ REPORT
Your directors present their report on the Company for the year ended 30 June 2010.

Directors
The names of the Directors in office during or since the end of the previous financial year were:

Sylvia Tulloch (appointed 16 September 2009)

Stephen Moncur (appointed 24 May 2010)

Michael Greenup

Stewart Pyrah (appointed 15 April 2010)

Leon Davies (resigned 15 April 2010)

Sean O'Brien (appointed 7 August 2009, resigned 8 October 2009)
Jon Bloomfield (resigned é August 2009)

Directors have been in office since the start of the financial year to the date of this report unless otherwise
stated.

Principal Activities
The principal activity of the Company during the financial year was to progress the development of the
biodegradable non-woven products, including nappies and wipes.

Dividends Paid or Recommended
No dividends have been declared or paid by the Company. The directors do not recommend the
payment of a dividend.

Review of Operations

Operating Results

The Company’s net loss from operations for the year was $2,116,125 (2009: $1,450,271). At 30 June 2010,
the Company had a cash balance of $627,615 (2009: $1,005,023).

Operating Review

The Company has been investing in the commercialisation of its new disposable nappy and wipes
products. The deposit for the Company’s first order for a million nappies in our new Little Takas range has
been placed for delivery in Australia in September 2010 so that selling to retail chains can commence in
October 2010.

In September 2009, the Company appointed Ms Sylvia Tulloch to the Board as a Non-Executive Director
and subsequently as Non-Executive Chairman, following the resignation of Mr Leon Davies in April 2010. In
April 2010, the Company appointed Mr Stewart Pyrah as Executive Director — Sales and Marketing. In May
2010, the Company appointed Mr Stephen Moncur as Managing Director, with the former Managing
Director, Mr Michael Greenup shifting to Executive Director — Operations and Procurement.

Marketing changes or initiatives

The Company appointed an Australian Sales and Marketing Manager, Mr Matt Hiscox, in April 2010 to
establish distribution channels and market contacts for the Company’s disposable nappy and wipes
products. The focus on first developing the Australian market place has meant that international interest
in our products from countries including Korea, United Kingdom, South Africa and the Middle East region,
has been placed as a second priority to ensure our resources have not been spread too wide. Thus
negotiations on establishing a delivery schedule for an order from Korea have been delayed.
Subsequent to the year end the Company announced the appointment of Ms Elka Whalan as its
ambassador for the Little Takas health and hygiene products in the Australian market. It also announced
the appointment of Callidus to promote ifs Little Takas health and hygiene products and profile. In
additfion, the Company'’s artwork and packaging for its Little Takas health and hygiene products has been
finalised and production orders initiated for the product.

The Company’'s new website was developed during the latter part of the year and is now operational at
www.ecoguestltd.com.au.

Development of new products or ongoing R & D
The Company continued with its development programme, with an emphasis on also increasing the
sustainability credentials of our products, while reducing manufacturing and materials costs. This process
has been supported by the significant knowledge of, and input from, the new Managing Director,
Mr Stephen Moncur.
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DIRECTORS’ REPORT

Significant Changes in State of Affairs
The following significant changes in the state of affairs of the Company occurred during the financial
year:

i. On18/9/2009 the Company issued 8,650,000 ordinary shares at $0.10 each predominately to
sophisticated investors.

i. On1/12/2009 the Company issued 700,000 ordinary shares at $0.10 each to Directors.

ii. On9/12/2009 the Company issued 100,000 ordinary shares at $0.10 each to a former Director.

iv. On 1/4/2010 the Company issued 7,251,364 ordinary shares at $0.11 each predominately to
sophisticated investors.

There were no other significant changes in the state of affairs of the Company during the financial year.

Matters Subsequent to the End of the Financial Year

On 31 August 2010, the Company advised that it had received firm commitments to subscribe for a total
of 6,250,000 ordinary fully paid shares at $0.08 per share to raise $500,000 before costs from predominately
sophisticated investors, with the placement expected to be completed by 3 September 2010.

Other than as outlined above, there have been no other matters or circumstances that have arisen since
the end of the financial year which significantly affected or may significantly affect:

o the Company's operations in future years; or

e the results of those operations in future years; or

e the Company's state of affairs in future years.

Likely Developments, Prospects and Business Strategies

The Company will continue commercial production of biodegradable health and hygiene products and
will also work towards greater sustainability of those products, with a sfrong emphasis on reducing the cost
of goods to make the product more competitive and provide a greater return to shareholders.

Environmental Regulation
The Company is not subject to any significant environment regulation under Australian Commonwealth or
State law.

Information on Directors

Name: Sylvia Tulloch

Title: Non-Executive Chairman

Qualifications: MSc.

Experience and expertise: Board member since September 2009 and Chairman since June 2010. Sylvia,

is a materials scientist with over twenty six years experience in the
establishment and management of high technology businesses, and a
particular interest in the commercialisation process and clean tfechnology.
Sylvia is experienced in the demands of public company governance, fund
raising and investor relations. She was the founding Managing Director of
Dyesol Limited and a founding Director of Sustainable Technologies Australia
Limited. Sylvia has been active in government licison, both at company and
industry levels. She was formerly President of the Sustainable Energy Industries
Association of Australia, Chair of the Renewable Energy Action Agenda
Implementation Group and on the committee guiding the Australian
Renewable Energy Technology Roadmap, and a Director of the Australian
Business Council for Sustainable Energy. She is currently a member of the
Future Manufacturing Industries Innovation Council, which advises the
Australian Minister for Industry. Sylvia is the named inventor of several patents.

Other current directorships: Non-Executive Director of Dyesol Limited (since October 2009) and previously
Managing Director (2005 to 2008).

Former directorships (last 3

years): None
Interest in shares: 250,000 ordinary shares
Interest in options: 500,000
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K.WESTAWAY & ASSOCIATES

CHARTERED ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF
ECOQUEST LIMITED

Report on the Financial Report

We have audited the accompanying financial report of EcoQuest Limited ( the company ), which comprises the
statement of financial position as at 30 June, 2010, the statement of comprehensive income, the statement of
changes in equity and the statement of cash flows for the year ended on that date, a summary of significant
accounting policies and other explanatory notes and the directors’ declaration.

Director’s 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 designing, implementing 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 1, the directors also state, in accordance with Australian
Accounting Standard AASB101: Presentation of Financial Statements, 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.

Our audit did not involve an analysis of the prudence of business decisions made by directors or management.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Independence

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

Liability limited by a scheme approved under Professional Standards Legislation

Suite 7, 29 Hood Street, Subiaco, WA 6008 | PO Box 1936, Subiaco, WA 6904 Kelvin Westaway rca
Phone: (08) 6380 2300 | Fax: (08) 9382 3884 | Email: kelvin_westaway@ling.net.au
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Auditor’s Opinion
In our opinion:
(a)  the financial report of EcoQuest Limited is in accordance with the Corporations Act 2001, including:

@) giving a true and fair view of the company’s financial position as at
30 June, 2010 and of its performance for the year ended on that date; and

(i1) complying with Australian Accounting Standards ( including the Australian Accounting
Interpretations ) and the Corporations Regulations 2001.

(b)  the financial report also complies with International Financial Reporting Standards as disclosed in Note 1.

Inherent Uncertainty Regarding Going Concern
Without qualification to the audit opinion expressed above, attention is drawn to the following matter:

As referred to in Note 1 to the financial statements, the financial statements have been prepared on the

going concern basis. For the year ended 30 June, 2010 the company incurred an operating loss of

$ 2,116,125 (2009 - $ 1,450,271 loss ), and had an operating cash outflow of $ 1,953,123 (2009 - $ 1,217,509

outflow ). The ability of the company to continue as a going concern and meet the planned development, and
commercialisation of its products, administration and other commitments, is subject to successful and profitable marketing
and sales operations, and as required, further capital raising by the company.

Report on the Remuneration Report

We have audited the remuneration report included in pages 8 to 10 of the Directors’ Report for the year ended
30 June, 2010. The directors of the company are responsible for the preparation and presentation of the
Remuneration Report in accordance with Section 300A of the Corporations Act 2001. Our responsibility is to
express an opinion on the Remuneration Report, based on our audit conducted in accordance with Australian
Auditing Standards.

Auditor’s Opinion

In our opinion the Remuneration Report of EcoQuest Limited for the year ended 30 June, 2010 complies with
section 300A of the Corporations Act 2001.

Dated at Subiaco this 31% day of August, 2010.

K. WESTAWAY F@/——\

PRINCIPAL
K. WESTAWAY & ASSOCIATES
CHARTERED ACCOUNTANTS
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SHAREHOLDER INFORMATION
as at 30 September 2010

Additional information required by the ASX Limited Listing Rules and not disclosed elsewhere in this report
is set out below.

Substantial Shareholders

The substantial shareholders of the Company are set out below:

% of Issued

Shareholder Shares Held Capital

Equitas Nominees Pty Limited 10,754,658 12.73%

Voting Rights

(a) at meetings of members each member entitled to vote may vote in person or by proxy or
atftorney;

(b) on a show of hands each person present who is a member has one vote, and on a poll each
person present in person or by proxy or by attorney has one vote for each ordinary share held;
and

(c) no voting rights attach to the listed or unlisted options.

Number of Holders of Unlisted Options

1,500,000 unlisted $0.20 Options expiring 30/11/2010 held by 2 holders (1);
10,000,000 unlisted $0.20 Options expiring 31/12/2011 held by 7 holders 2);
6,000,000 unlisted $0.20 Options expiring 29/7/2012 held by 1 holder #); and
2,500,000 unlisted $0.20 Options expiring 15/12/2012 held by 3 holders “).

Unlisted Option Holders holding 20% or more:

(M Mr J Bloomfield 1,000,000, Mr & Mrs R Rocciolefti 500,000. @ Hijausaya Inc 3,000,000, Hong Kong
International Credit Limited 3,000,000, Priyanga Mallawarachchi 2,000,000. @) Mr S Pyrah 6,000,000. #) Mr &
Mrs L Davies <L & J Davies Super Fund> 1,000,000, Tarago Holdings Pty Ltd <Greenup Super Fund A/C>, Declast
Pty Ld <Tulloch Super Fund A/C> 500,000.

On-Market Buy-Back

There is no current on-market buy back

Distribution of Ordinary Shares

Number of Ordinary % of Issued

Category Holders Shares Capital
1-1,000 2 1,620 0.00
1,001 - 5,000 31 125,270 0.14
5,001 - 10,000 172 1,622,268 1.76
10,001 - 100,000 295 13,333,179 14.43
100,001 and over 132 77,302,275 83.67
632 92,384,612 100.00

The number of shareholders holding less than a marketable parcelis 17.

Distribution of Listed Options

Category Number of Listed % of Listed
Holders Options Options

1-1,000 1 332 0.00
1,001 - 5,000 20 71,295 0.32
5,001 - 10,000 13 100,788 0.45
10,001 - 100,000 34 1,465,353 6.48
100,001 and over 11 20,964,981 92.75
79 22,602,749 100.00

The number of shareholders holding less than a marketable parcel is 65.
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ASX ADDITIONAL INFORMATION

as at 30 September 2010

Twenty Largest Shareholders

Number of % of Issued
Name Shares Held Capital
Equitas Nominees Pty Limited 10,944,658 11.85
Merrill Lynch (Australia) Nominees Pty Ltd <Berndale A/C> 9,586,364 10.38
Mr & Mrs J Brigden <Brigden Super Fund> 2,800,000 3.03
Mr & Mrs L Davies <L & J Davies Super Fund> 2,783,875 3.01
Mr & Mrs A Suri 2,454,483 2.66
Willingvale Pty Ltd 2,262,868 2.45
Professor A Berrick 2,000,000 2.37
Mr & Mrs A de Nicola <de Nicola Family S/F> 1,775,000 1.92
Plan B Trustees Limited <Lifetime Super Fund> 1,703,086 1.84
Hijausaya Inc 1,500,000 1.62
Mrs K Desmond 1,347,945 1.46
Mr H Steeger 1,317,500 1.43
Hijausaya Inc 1,270,000 1.37
Versailles Holdings Pty Ltd 1,230,000 1.33
Priyanga Mallawarachchi 1,051,047 1.14
Mr E Alimonte <Almonte S/F A/C> 975,000 1.06
Antan Pty Ltd <Johadean A/C> 950,821 1.03
Chevelle Nominees Pty Ltd <Clapatre Family A/C> 905,550 0.98
Mr P Brown 900,000 0.97
Mr & Mrs K Crosby 900,000 0.97

48,658,917 52.87
Twenty Largest Listed Optionholders

Number of % of Issued
Name Shares Held Capital
Equitas Nominees Pty Limited 11,005,370 48.69
Mr & Mrs L Davies <L & J Davies Super Fund> 4,226,666 18.70
Blooming Nominees Pty Ltd <Bloomfield Super Fund> 2,097,110 9.28
Mr M Greenup 1,000,000 4.42
Trimstar Plastering Pty Ltd 1,000,000 4.42
Ridge Street Investments Pty Ltd <Ridge Street A/C> 406,236 1.80
Mr P Brown 300,000 1.33
Mrs K Drummond 300,000 1.33
Raven Investment Holdings Pty Ltd <Raven Investment A/C> 250,000 1.11
Plan B Trustees Limited <Lifetime Super Fund> 212,933 0.94
Ms J Gush 166,666 0.74
Greenwood Nominees Pty Ltd 100,000 0.44
Ristovski Nominees Pty Ltd 100,000 0.44
Melbek Holdings Pty Ltd <Preistley S/F> 100,000 0.44
Crownway Pty Ltd 83,333 0.37
Eladin Pty Ltd <GTG Super Fund> 83,333 0.37
Mr & Mrs K Crosby 83,333 0.37
Mr & Mrs P Brown <Brown Super Fund> 69,999 0.31
Choisel Pty Ltd <TCRM Unit A/C> 66,666 0.29
Temporary Supervision & Risk Services Pty Ltd 62,590 0.28

21,714,235 96.07
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