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As has already been explained in the Annual Report, the year in review was difficult and
demanding.

There are a few points that should be noted about the drop in profits in 2001.

The first is that about 83% of the previous year’s profit of $1.6 million comprised profit from
the sale of Electrodata Pty Limited. Secondly, the contribution from our fastening business in
2001 was about half a million dollars less than what it was in 2000. Nevertheless,
notwithstanding the difficulties that had to be faced, the Group still turned in a profit.

This afternoon I would like to refer to developments since the Annual Report.

I am pleased to advise shareholders that the group management accounts (unaudited), after
provision for interest on convertible notes and intangibles but before income tax, show that
group profits for the first quarter of 2002 are significantly higher than they were for the same
period last year.

It is particularly pleasing that for the four months to October the sales of our fastening
business are much better than that for the corresponding period last year.

We recently announced to the ASX our intention to consider buying back convertible notes
from the market. This is an exercise in capital (and debt) management as the notes have
traded below their face value (albeit in very small numbers) and the cost of servicing the notes
is above market rates.

We have been most disappointed that, notwithstanding his contractual obligations, Mr.
Thanga Thangathurai failed to pay us for taking over our interest in the Agent 13 point-of-
purchase interactive media technology. The matter is now in the Supreme Court of New
South Wales. Our solicitors are confident of success and we have been encouraged by a
comment made recently by the Judge hearing the case. He said that “There are ...significant
difficulties in the defendant’s case”. As the matter is still in Court, it would be inappropriate,
and imprudent, to make any other comments. The matter next goes before the Judge on 16
November at which time it is hoped that the date for hearing will be set.

The next issue I would like to address relates to our share price. The last trade was at about
half the net tangible asset backing at 30 June 2001. The market price has trickled down over
the past year on very low volume.
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From November 2000 to October this year our share price dropped from 80 cents to 21.5 cents
on turnover averaging less than 16,000 shares a week — at the last done price, turnover value
of about $3,400 a week. Very, very low indeed.

But for one exception, none of the top 20 shareholders reduced their holdings. The one
exception accounted for about 18% of the turnover during the period. Generally, the sales
were from the shareholders with smaller holdings. The number of shareholders has decreased
by 60 to 510.

Unfortunately, Garratt’s suffers the same problem as most other small and medium sized
listed companies — namely, the lack of institutional support. Circumstances like this question
whether the Company should continue to be listed.

Your Board’s view is that the Company must grow, and we must continue to try to improve
the depth, liquidity and spread of our shares. The present lack of liquidity of our shares,
though in itself not desirable, does mean that any significant interest in our shares will cause
the price to rise much faster. We saw that happen in March last year.

I also note that there are currently substantially more buyers than sellers and that the buy price
is above what was last done.

During the current year we will endeavour to improve the performance and returns from our
existing business base. We will also develop strategies to expand the scope of the Company
within the constraints of our capital base and share price.

Our investment in education, though modest in comparison to that in fasteners, has
contributed well. The fall out from the events of 11 September in the USA should encourage
more students to come to Australia rather than the USA or the UK. We will certainly
continue to assess potential acquisitions or merger targets, in addition to growing the business
organically.

I thank you for your attention and support.




