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Notes to the Financial Statements
For the year to 30 June 2008

Note 13:  Intangible Assets
Goodwill    
At 30 June     
Carrying amount at beginning of the year  14,369,928 13,412,687 - -
Payment for acquisition of unincorporated and  
incorporated businesses  22,414,960 957,241 - -

At 30 June, net of accumulated amortisation  36,784,888 14,369,928 - -
    
At 30 June 
Gross   36,784,888 14,369,928 - -
Accumulated impairment losses  - - - -

Net carrying amount  36,784,888 14,369,928 - -

      
Impairment Test for Goodwill
The Group is treated as a single cash generating unit as this is the smallest group of identifiable assets that generates 
cash inflows that are largely independent of the cash inflows from other assets or groups of assets.

The recoverable amount of the cash generating unit is determined based on value-in-use calculations. Based on the  
value-in-use calculations approved by the Board, Goodwill has not been impaired (see note 27).

Note 14:  Loans to Group Companies 
Loans to Group Companies  - - 9,987,576 2,226,104

 Consolidated Consolidated Parent Parent
 2008 2007 2008 2007
 $ $ $ $
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Notes to the Financial Statements
For the year to 30 June 2008

Note 15:  Deferred Tax Assets 
Deferred tax assets     
Deferred tax assets comprise:    
Provisions and other timing differences  527,140 219,651 - -
Transactions costs on equity issue  72,993 139,194 72,993 139,194

  600,133 358,845 72,993 139,194
    
Reconciliation of gross movements    
The overall movement in the deferred tax account is as follows:    
Opening balance  358,845 478,778 139,194 246,773
Arising on acquisition of subsidiaries  257,872 - - -
Charge to income statement  (27,716) (119,933) (77,333) (107,579)
Charge to equity  11,132 - 11,132 -

Closing balance  600,133 358,845 72,993 139,194

Deferred tax assets     
The movement in deferred tax assets for each temporary  
difference during the year is as follows:    

Provisions and other timing differences at 01 July  219,651 232,005 - -
Arising on acquisition of subsidiaries  257,872 - - -
Credit/(charge) to income statement  49,617 (12,354) - -

At 30 June   527,140 219,651 - -
    
Transaction cost to equity issue at 01 July   139,194 246,773  139,194 246,773
Charge to income statement  (77,333) (107,579) (77,333) (107,579)
Credited directly to equity  11,132 - 11,132 -

At 30 June   72,993 139,194 72,993 139,194

Note 16:  Prepayments
Prepayment of royalty

The prepayment of the royalty is amortised over the remaining period of the exclusive licence to manufacture and  
distribute biodegradable flowable void fill products. The prepaid royalty amortised for the year ended 30 June 2008 
amounted to $293,160 (2007: $272,736).

Portion included under non-current assets - prepayments  1,988,563
Portion included under currents assets - prepayments  294,260

Total prepayment of royalty (net of amortisation)  2,282,823

 Consolidated Consolidated Parent Parent
 2008 2007 2008 2007
 $ $ $ $
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Notes to the Financial Statements
For the year to 30 June 2008

Note 17:  Employee Benefits 
Executive Long Term Incentive Plan 

In March 2005 the Company established an ESPP to encourage employees to share in the ownership of the Company  
and promote the long-term success of the Company as a goal shared by the employees. The ESPP has been approved  
by members of the Company for the purposes of sections 260C(4)(a), 259B(2)(a), 257B(1) and paragraph (b) of the definition 
of employee share scheme buy-back in section 9 of the Corporations Act.

The following are the key terms and conditions of the ESPP: 

•   No Shares under the ESPP will be allotted unless the requirements of the Corporations Act 2001 and the ASX Listing Rules 
have been complied with.

•   Performance hurdles apply to the ESPP. The key performance hurdle is that the total shareholder return to shareholders of 
the Company must exceed the rate of growth over the same period for the S&P/ASX Small Ordinaries Accumulation Index 
(or any equivalent or replacement of that index).

•   Shares are allocated to employees at either the value of shares as detailed in the latest disclosure document issued by 
the Company or the 5-day weighted average price immediately prior to the offer being made to employee.

•   The Company may provide loans to participants to acquire shares under the ESPP. As security for the loans, Participants will 
pledge the shares acquired under the ESPP to the Company at the time the loans are provided and will grant a charge 
over any benefits attributable to the Shares, including bonus shares, rights, and dividends. Any dividends paid on the shares 
by Pro-Pac Packaging Limited are treated as interest on the loan.

•   The term of the loans and the vesting period for the shares from the date of issue of the ESPP is 3 years.

•   The Shares will be registered in the names of the Participants from allotment, but will remain subject to restrictions on 
dealing while they are pledged as security for a loan or subject to performance hurdles specified.

•   If the employee leaves the employment of the Group, the loan balance must be repaid in full or the shares would be 
surrendered in full settlement of the outstanding loan balance.

•   During the year, 625,000 shares were issued to staff and executives under the ESPP, while 2,044,311 shares were cancelled 
due to termination of service of staff. At the end of the year 805,000 shares were in issue under the ESPP. (In addition, there 
were 1,350,000 shares pending cancellation that were issued to former employees.)

•   No other features of the benefit provided (including vesting conditions) were incorporated into the measurement of fair value.

•   The fair value of the employee benefit provided under the ESPP plan is estimated at the date of grant using the binomial 
model, and the following assumptions: 

 Expected volatility (%) 40
 Risk-free interest rate (%) 7.5
 Expected life of option (years) 3
 Share price ($) 0.5
 Dividend yield (%) 5.1
 Probability of achievement (%) 30

  No other features of the benefit provided (including vesting conditions) were incorporated into the measurement of 
fair value. 

•   Under AIFRS, shares issued to executives under the Long Term Executive Incentive Plan are now considered to be options 
granted. As such, the contributed equity (share capital) as well as the related receivable are not recognised on the 
balance sheet and do not form part of the asset base in the calculation of the basic net assets and basic net tangible 
assets per security. Comparative figures for the prior financial year have been adjusted accordingly.
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Note 18:  Trade and Other Payables 
Unsecured:    
Trade payables  8,156,226 3,233,162 - 10,000
GST payable  324,934 151,153 - -
Other tax payable  93,226 107,660 - -
Sundry creditors and accruals  1,236,626 128,660 - -

  9,811,012 3,620,635 - 10,000

All payables are non-interest bearing and are normally settled on 60 day terms. The net of GST payable and GST receivable  
is remitted to the appropriate tax body on a quarterly basis.

Note 19:  Interest Bearing Loans and Borrowings
Current    
Finance lease and hire purchase (see note 26)  1,128,781 195,450 - -
Bank loan (secured)  235,847 93,567 - -

  1,364,628 289,017 - -
    
Non-current    
Finance lease and hire purchase (see note 26)  1,772,174 190,933 - -
Bank loan (secured)  5,600,000 2,600,000 - -

  7,372,174 2,790,933 - -
    
a) The bank loan is secured as follows:    
 i) first ranking registered equitable mortgage over Pro-Pac Packaging Limited and all wholly owned subsidiaries; 
 ii) cross interlocking guarantees from Pro-Pac Packaging Limited and all wholly owned subsidiaries.

b) The bank loan is subject to the following covenants:
 i)  it will ensure that for each 6 month period ending 30 June and 31 December, the ratio of EBITDA to total debt service     

will not fall below 2.00:1;
 ii)  it will ensure that for each 6 month period ending 30 June and 31 December, the ratio of total senior debt to EBITDA 

does not exceed 3.00:1; and
 iii)  it will ensure that for each 6 month period ending 30 June and 31 December, the ratio of total tangible assets to total 

senior debt will not fall below 1.45:1.

c) The bank loan facility expires on 31 December 2009. 

 Consolidated Consolidated Parent Parent
 2008 2007 2008 2007
 $ $ $ $
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Note 20:  Provisions
Current    
Employee entitlements    

Opening balance  364,592 359,447 - -
Arising on acquisition of controlled entities   721,039 - - -
Additional provisions  1,008,387 45,839 - -
Amount used  (899,100) (40,694) - -

Closing balance   1,194,918 364,592 - -
          
Non-current    
Employee entitlements

Opening balance  64,804 59,872 - -
Arising on acquisition of controlled entities  266,531 - - -
Additional provisions  56,789 4,932 - -
Amount used  (77,628) - - -

Closing balance   310,496 64,804 - -
      
Provision for restructuring costs
A provision of $259,930 has been recognised for estimated restructuring costs to recognise the financial effect of implementing 
the plan, the key features of which include closure and relocation of the industrial packaging distribution facility in Marrickville, NSW.  

Note 21:  Issued Capital
Ordinary shares    
Issued and fully paid  47,605,676 18,729,203 47,605,676 18,729,203

 
 

Balance at 1 July 2006  41,212,300 18,366,273  

Issue of shares for Executive Long Term Incentive Plan  1,200,000 - escrow Jan 2010
Cancellation of shares for Executive Long Term Incentive Plan (260,000) -  
Issues of shares for dividend re-investment plan  1,103,137 362,930  

Balance at 1 July 2007  43,255,437 18,729,203  

Issue of shares for executive long term incentive plan  625,000 - escrow Nov 2010
Cancellation of shares for Executive Long Term Incentive Plan (2,044,311) -  
Cost of issuing securities  - (37,107)  
Future income tax benefit associated with cost of issuing securities - 11,132  
Shares issued to Plastic Bottle Group shareholders  29,738,000 11,003,060  
Shares issued under share placement  46,486,486 17,200,000  
Issue of shares for dividend re-investment plan  1,967,377 699,388  

Balance at 30 June 2008  120,027,989 47,605,676  

There was no par value for the shares issued. The company has an Executive Long Term Incentive Plan under which the 
company’s shares have been granted (refer note 17).

 Consolidated Consolidated Parent Parent
 2008 2007 2008 2007
 $ $ $ $

 Number  $ Share Date 
  Movement in ordinary shares on issue   Restrictions Released



Pro-Pac Packaging Limited and Controlled Entities

Pro-Pac Packaging Limited Annual Report 35

Notes to the Financial Statements
For the year to 30 June 2008

Note 22: Financial Risk Management Objectives and Policies
The Group’s principal financial instruments comprise bank loans, finance leases and hire purchase contracts, cash and  
short-term deposits. The main purpose of these financial instruments is to finance the Group’s operations. 

The Group has various other financial instruments such as trade debtors and trade creditors, which arise directly from its 
operations. It is, and has been throughout the period under review, the Group’s policy that no trading in financial instruments 
shall be undertaken. 

The main risks arising from the Group’s financial instruments are interest rate risk, liquidity risk, foreign currency risk and credit 
risk. The board reviews and agrees policies for managing each of these risks and they are summarised below. 

Interest rate risk 

The Group’s exposure to interest rate risk is limited to interest receivable and payable on bank accounts and drawn down 
bank loans. The interest rates contained in the finance lease and hire purchase agreements are fixed for the term of those 
arrangements. All cash balances are at call and the average interest rate on the deposits is 7.2%. 

Foreign currency risk 

The Group has transactional currency exposures. Such exposure arises from purchases by the operating unit in currencies 
other than the unit’s measurement currency which accounted for 2.5% of purchases of materials and capital items. Forward 
contracts are not used to manage foreign currency risk.

Commodity price risk 

The Group’s exposure to commodity price risk is relatively low although certain petrochemical based products are affected 
by the oil price. 

Credit risk 

The Group has policies in place to ensure that customers who wish to trade on credit terms are subject to credit verification 
procedures. In addition, receivable balances are monitored on an ongoing basis with the result that the Group’s exposure to 
bad debts is not significant. 

With respect to credit risk arising from the other financial assets of the Group, which comprise cash and cash equivalents, 
the Group’s exposure to credit risk arises from default of the counter party, with a maximum exposure equal to the carrying 
amount of these instruments. There are no significant concentrations of credit risk within the Group.

Liquidity risk 

The Group’s objective is to maintain a balance between continuity of funding and flexibility through the use of bank loans 
and finance leases and hire purchase contracts. 
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Consolidated     
(i) Financial assets     
Cash Assets 2,556,080 - 6,650 2,562,730 7.2
Receivables - - 11,537,797 11,537,797 

Total financial assets 2,556,080 - 11,544,447 14,100,527 

(ii) Financial liabilities     
Finance Leases (current) - 1,128,781 - 1,128,781 9.5
Finance Leases (non-current) - 1,772,174 - 1,772,174 9.5
Bank loans (current) 235,847 - - 235,847 8.5
Bank loans (non-current) 5,600,000 - - 5,600,000 8.5
Payables (current) - - 9,811,012 9,811,012 

Total financial liabilities 5,835,847 2,900,955 9,811,012 18,547,814 
     
Net financial assets/(liabilities) (3,279,767) (2,900,955) 1,733,435 (4,447,287) 

Parent     
(i) Financial assets     
Cash Assets - - - - 
Intercompany receivables - - 9,987,576 9,987,576 

Total financial assets - - 9,987,576 9,987,576 

(ii) Financial liabilities     
Finance Leases (current) - - - - 
Finance Leases (non-current) - - - - 
Payables (current) - - - - 

Total financial liabilities - - - - 

Net financial assets (liabilities) - - 9,987,576 9,987,576 

There is no interest rate applicable on receivables or payables.

 Floating Fixed Non-interest   Total carrying   Weighted  
 interest rate  interest rate bearing  amount per the  average  
    balance sheet  interest rate
 2008 2008 2008 2008 2008
 $ $ $ $ %

Note 23:  Financial Instruments
Fair values 

There are no financial instruments that are carried in the financial statements at other than fair values. 

Interest rate risk

The following table sets out the interest rates applicable to financial instruments that are exposed to interest rate risk:
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Consolidated     
(i) Financial assets     
Cash Assets 1,675,504 - 1,986 1,677,490 5.50
Receivables - - 4,299,503 4,299,503 

Total financial assets 1,675,504 - 4,301,489 5,976,993 

(ii) Financial liabilities     
Finance Leases (current) - 195,450 - 195,450 8.20
Finance Leases (non-current) - 190,933 - 190,933 8.20
Bank loans (current) 93,567 - - 93,567 7.46
Bank loans (non-current) 2,600,000 - - 2,600,000 7.46
Payables (current) - - 3,620,635 3,620,635 

Total financial liabilities 2,693,567 386,383 3,620,635 6,700,585 
     
Net financial assets/(liabilities) (1,018,063) (386,383) 680,854 (723,592) 

Parent     
(i) Financial assets     
Intercompany receivables - - 2,226,104 2,226,104 

Total financial assets - - 2,226,104 2,226,104 

(ii) Financial liabilities     
Payables (current) - - 10,000 10,000 

Total financial liabilities - - 10,000 10,000 
     
Net financial assets (liabilities) - - 2,236,104 2,236,104 

 Floating Fixed Non-interest   Total carrying   Weighted  
 interest rate  interest rate bearing  amount per the  average  
    balance sheet  interest rate
 2007 2007 2007 2007 2007
 $ $ $ $ %
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Note 23:  Financial Instruments (cont.)

The following table sets out the carrying amount, by maturity, of the financial instruments that are exposed to interest rate risk:

Consolidated       
Cash assets 2,556,080 - - - - - 2,556,080
Finance leases 1,128,781 819,835 487,598 295,759 168,982 - 2,900,955
Bank loans 235,847 5,600,000 - - - - 5,835,847
       
Parent       
Cash assets - - - - - - -

Consolidated       
Cash assets 1,675,504 - - - - - 1,675,504
Finance leases 195,450 40,988 60,660 66,841 22,444 - 386,383
Bank loans 93,567 1,935,000 335,000 330,000 - - 2,693,567
       
Parent       
Cash assets - - - - - - -

The other financial instruments of the Group and Parent that are not included in the above tables are non-interest bearing 
and are therefore not subject to interest rate risk.

  Year ended 30 June 2008 < 1 >1-<2 >2-<3 >3-<4 >4-<5 > 5
 year years years years years years Total

  Year ended 30 June 2007 < 1 >1-<2 >2-<3 >3-<4 >4-<5 > 5
 year years years years years years Total
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Note 24:  Controlled Entities
The consolidated entity includes the following controlled entities. The financial years of all controlled entities are the same as 
that of the parent entity. All companies are incorporated in Australia.

Direct Controlled Entities:   
Pro-Pac Group Pty Ltd Australia Ordinary 100%
Plastic Bottles Pty Ltd Australia Ordinary 100%

Controlled Entities owned 100% by Pro-Pac Group Pty Ltd
Pro-Pac Packaging (Aust) Pty Ltd Australia Ordinary 100%
Pro-Pac (GLP) Pty Ltd Australia Ordinary 100%

Controlled Entities owned 100% by Plastic Bottles Pty Ltd   
Speciality Products and Dispensers Pty Ltd Australia Ordinary 100%
Australian Bottle Manufacturers Pty Ltd Australia Ordinary 100%
Ctech Closures Pty Ltd Australia Ordinary 100%
Bev Cap Pty Ltd Australia Ordinary 100%

Controlled Entities owned 100% by Pro-Pac Packaging (Aust) Pty Ltd   
Pro-Pac Packaging Manufacturing (Syd) Pty Ltd Australia Ordinary 100%
Pro-Pac Packaging Manufacturing (Melb) Pty Ltd Australia Ordinary 100%
Pro-Pac Packaging Manufacturing (Bris) Pty Ltd Australia Ordinary 100%

Controlled Entities owned 100% by Bev Cap Pty Ltd   
Great Lakes Moulding Pty Ltd Australia Ordinary 100%
Finpact (Pty) Ltd Australia Ordinary 100%

Note 25:  Significant Events during the Period
25.1. Rationalisation and relocation costs

As announced to shareholders on 22 May 2008, the Company implemented a plan to integrate the Marrickville based NSW 
industrial packaging distribution centre with the rigid container distribution centre based in Wetherill Park. The move to Wetherill 
Park occurred on 29 June 2008 and one off rationalisation and relocation costs, including writing off certain of the Marrickville 
based fixed assets and leasehold improvements amounted to $647,053.

25.2. Acquisition of businesses

With effect from 1 July 2007 and as approved by Pro-Pac Packaging shareholders on 14 August 2007, the Group acquired 
Plastic Bottles Pty Limited for approximately $21.2 million, to be satisfied by way of $10,197,000 in cash and the issue of 
29,738,000 new fully paid PPG shares to the vendors at an issued price of $0.37. A further possible amount of up to $2 million 
may be paid in cash, if certain earnings targets are met. 

Immediately thereafter, the Company issued 29,738,000 shares to the vendors of the Plastic Bottles Group. The Company 
also raised an additional $17,200,000 through the issue of 46,486,486 shares under a share purchase plan and a share 
placement approved by the Shareholders. 

 Country of  Class of Equity
 Incorporation Shares Holding
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Note 25:  Significant Events during the Period (cont.)
Effective 1 October 2007, Pro-Pac Packaging (Aust) Pty Ltd, a wholly owned subsidiary, acquired the business and assets of 
the complimentary Melbourne based niche general packaging distributor, Tape and Industrial Packaging Supplier Pty Ltd.

Effective 1 December 2007, Plastic Bottles Pty Ltd, a wholly owned subsidiary, acquired the shares of Ctech Closures Pty Ltd.           

The effect of the above transactions can be summarised as follows:

  
 

Assets   
Current Assets  
Cash and cash equivalents  751,645
Trade and other receivables  7,598,116
Inventories  3,276,948
Tax receivables  10,094
Other assets  439,964

Total Current Assets  12,076,767
  
Non-Current Assets  
Property, plant and equipment  6,820,436
Intangible assets  4,621,608
Deferred tax assets  257,871

Total Non-Current Assets  11,699,915

Total Assets  23,776,682
  
Liabilities  
Current liabilities  
Trade and other payables  6,760,293
Interest bearing borrowings  1,564,971

Total Current Liabilities  8,325,264
  
Non-current liabilities  
Interest bearing borrowings  7,822,600
Other liabilities  489,219

Total Non-Current Liabilities  8,311,819

Total Liabilities  16,637,083

Net Assets  7,139,599

   
Consideration paid  
Cash  13,929,891
Shares  11,003,060

Total  24,932,951

Goodwill  17,793,352

   NET ASSETS ACQUIRED  $
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Note 26:  Commitments and Contingencies
Operating lease commitments – Group as lessee 
The Group has entered into commercial leases which are non-cancellable. The leases have varying terms, escalation clauses 
and renewal rights. On renewal, the terms of the leases are renegotiated. Renewals are at the option of the specific entity 
that holds the lease. 

The Group also leases various items of machinery under cancellable operating leases.

There are no restrictions placed upon the lessee by entering into these leases.

Future minimum rentals payable under non-cancellable operating leases as at 30 June are as follows:

Within one year  1,911,529 347,017 - -
After one year but not more than five years  1,828,633 229,325 - -
More than five years  - - - -

  3,740,162 576,342 - -

Figures exclude GST

Finance lease and hire purchase commitments 
The Group has finance leases and hire purchase contracts for various items of plant and machinery. 

Future minimum lease payments under finance leases and hire purchase contracts together with the present value of the  
net minimum lease payments are as follows: 

    
Within one year  1,329,102 1,128,781 216,187 195,450
After one year but not more than five years  2,000,207 1,772,174 215,173 190,933

Total minimum lease payments  3,329,309 2,900,955 431,360 386,383
    
Less amounts representing future finance charges  (428,354) - (44,977) -

Present value of minimum lease payments  2,900,955 2,900,955 386,383 386,383

    

 
Representing lease liabilities    
Current  1,128,781  195,450 
Non-current  1,772,174  190,933 

  2,900,955  386,383 

The weighted average interest rate implicit in the leases is 9.5%.

 Consolidated Consolidated Parent Parent
 2008 2007 2008 2007
 $ $ $ $

 2008 2008 2007 2007
 Minimum Present value Minimum Present value
 payments of payments payments of payments
 $ $ $ $
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Note 26:  Commitments and Contingencies (cont.)

Contingent Liability 

A contingent liability of $500,000 arose from the acquisition of a subsidiary and the potential payment of an earn out  
amount based on the achievement of profit targets within 12 months of this acquisition.

Capital Expenditure Commitments 

As at balance sheet date the Company had no commitments for future capital expenditure.

Note 27:  Impairment Testing of Indefinite Lived Goodwill 
Carrying amount of goodwill     

Carrying amount of goodwill  36,784,888 14,369,928 - -

The Group and all of its subsidiaries are treated as a single cash generating unit as this is the smallest group of identifiable 
assets that generates cash inflows that are largely independent of the cash inflows from other assets or groups of assets. 
Goodwill acquired through business combinations has been allocated to the cash-generating-unit for impairment testing. 

The recoverable amount of the cash generating unit has been determined based on a value-in-use calculation. 

Key assumptions used in value in use calculation for 30 June 2008

Cash flow projections are based on financial budgets approved by senior management covering a 12 month period, 
extrapolated over 20 years. The period of 20 years has been chosen based on the historical performance of the company 
since its commencement in 1987. Assumptions used in the Group’s budgets reflect the Group’s past experience and the 
future expectations regarding sales growth, gross margins and increases in overhead.

The discount rate applied to cash flow projections is 15.15% and cash flows beyond the 12 month period are extrapolated 
using a zero growth rate for the sake of conservatism. This is despite expectations that the Group will continue to expand its 
business. On this basis there has been no impairment of Goodwill during the year.

Note 28:  Related Party Disclosure 
Parent Entity

Pro-Pac Packaging Limited is the ultimate parent entity of the Group.

Subsidiaries

Interests in subsidiaries are set out in note 24.

 Consolidated Consolidated Parent Parent
 2008 2007 2008 2007
 $ $ $ $
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Transactions with Directors

The Company or members of the Group have entered into the following agreements with the following directors or entities 
related to them: John Read, Elliott Kaplan, Hadrian Morrall and Brandon Penn.

    

John Read    

•   Consultation and acquisition services fees paid to  
CVC Limited (inc GST)  165,000 - 165,000 -

•   Consultation and facilitation services fees paid to  
CVC Private Equity Pty Limited (inc GST)  82,500 - - -

Elliott Kaplan    

•   Consultation and facilitation services fees paid to  
CVC Private Equity Pty Limited (inc GST) (as shown above) 82,500 - - -

Hadrian Morrall    

•   Remuneration paid   214,360 - - -
•   Payments to Morrall Penn Holdings Pty Ltd and The Penn  

Morrall Partnership for rental related to the Sydney and  
Brisbane properties (inc GST)  749,448 - - -

Brandon Penn    
•   Consultation and facilitation services fees paid to the  

Penn Family Trust (inc GST)  88,000 - - -
•    Payments to Morrall Penn Holdings Pty Ltd and The Penn  

Morrall Partnership for rental related to the Sydney and  
Brisbane properties (inc GST) (as shown above)  749,448 - - -

Total payments to related parties during the year ended 30 June 2008 was $1,299,308. 

Note 29:  Events after the Balance Sheet Date
A resolution is to be put to shareholders proposing an extension of the earn out period applicable to the potential  
$2 million earn out payment under the original PB Group Purchase and Sale agreement. Should this resolution be  
approved by shareholders, a contingent liability of up to $2 million will arise. 

Note 30:  Auditors’ Remuneration
Amounts received or due and receivable by UHY Haines Norton for:    
-  audit or review of the financial report  100,500 41,200 - -
-  due diligence relating to acquisitions  31,000 - - -

Note 31:  Accounting Standards Issued or Amended
A number of accounting standards have either been issued or amended since year end but are not effective for the 
financial year ended 30 June 2008. The Group does not believe these have any material impact on the 2008 financial report 
or for the ensuing year.

 Consolidated Consolidated Parent Parent
 2008 2007 2008 2007
 $ $ $ $

 Consolidated Consolidated Parent Parent
 2008 2007 2008 2007
 $ $ $ $
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Directors’ Declaration

The directors of the company declare that:

(1)  the financial statements and notes, as set out on pages 17 to 43, are in accordance with the Corporations Act 2001 and:

 a. comply with Accounting Standards and Corporations Regulations 2001;

 b.  give a true and fair view of the financial position at 30 June 2008 and of the performance for the year ended on  
that date of the company and consolidated group; and

(2) the Chief Executive and Chief Financial Officer have each declared that: 

 a.  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;

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

(3)  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.

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

On behalf of the Board this 26th day of September 2008.

John Read Elliott Kaplan
Chairman Director
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Independent Audit Report
To the members of Pro-Pac Packaging Limited

Report on the Financial Report
We have audited the accompanying financial report of 
Pro-Pac Packaging Limited (the company) and Pro-Pac 
Packaging Limited and Controlled Entities (the consolidated 
entity), which comprises the balance sheet as at 30 June 
2008, and the income statement, statement of changes 
in equity and cash flows statement for the year 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 controlled at the year’s end or from time to time 
during the financial year. 

As permitted by the Corporations Regulations 2001, the 
company has disclosed information about the remuneration 
of directors and executives (remuneration disclosures), 
required by Accounting Standard AASB 124: Related Party 
Disclosures, under the heading ‘Remuneration Report’ in pages 
5 to 9 of the directors’ report and not in the financial report.

Directors’ Responsibility for the Financial Report
The directors of the company are responsible for the 
preparation and true 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 1, 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 (IFRS) ensures that the financial report, comprising 
the financial statements and notes, complies with IFRS.

The directors also are responsible for preparation and 
presentation of the remuneration disclosures contained in 
the directors’ report in accordance with the Corporations 
Regulations 2001.

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 and that the remuneration disclosures in the 
directors’ report comply with Accounting Standards AASB 124.

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 judgment, 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 
and the remuneration disclosures in the directors’ report.

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 followed applicable 
independence requirements of Australian professional 
ethical pronouncements and the Corporations Act 2001.

Audit Opinion
In our opinion:

(a)    the financial report of Pro-Pac Packaging Limited is in 
accordance with the Corporations Act 2001, including:

       (i)   giving a true and fair view of the company’s and 
consolidated entity’s financial position as at 30 June 
2008 and of their performance for the year ended 
on that date; and

       (ii)   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; 
and

(c)    the remuneration disclosures that are contained in 
pages 5 to 9 of the directors’ report comply with 
Accounting Standard AASB 124.

Mark Nicholaeff  UHY Haines Norton
Partner   Chartered Accountants

Signed at Sydney on 26 September 2008.
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Additional Company Information

Additional information required by the Australian Stock Exchange Limited and not shown elsewhere in this report is as follows.  
The information is current as at 18 September 2008.

(a)  Distribution of equity securities

Table 1: The number of holders, by size of holding, in each class of security are (includes ESPP shares):

   
 1-1,000   46 6,743 0.006
 1,001-5,000   149 512,784 0.427
 5,001-10,000   128 1,062,311 0.885
 10,001-100,000   404 13,009,019 10.838
 100,001 and over   52 105,437,130 87.844

 Totals   779 120,027,987 100.00

There are forty holders of unmarketable parcels totalling 1,756 shares representing 0.001% of the Company’s issued capital.

(b)  Twenty largest holders

Table 2: The names of the twenty largest holders, in each class of security are:

  
    
 1 CVC Limited 26,754,113 22.3
 2 Bennamon Pty Ltd 22,400,000 18.7
 3 Mr Brandon Penn 18,117,304 15.1
 4 Mr Hadrian Morrall 12,482,927 10.4
 5 CVC Private Equity Limited 7,418,043 6.2
 6 Nightingale Partners Pty Ltd 3,369,453 2.8
 7 CVC Sustainable Investments Limited 1,890,712 1.6
 8 Derrin Brothers Properties Ltd 1,230,110 1.0
 9 Mrs Natalie Penn 1,113,774 0.9
 10 L J K Nominees Pty Ltd (Pension Fund A/C) 1,000,000 0.8
 11 Posere Pty Ltd 893,972 0.7
 12 Fortris Clearing Nominees 867,329 0.7
 13 Mr Elliott Kaplan & Mrs Brenda Kaplan (Kaplan Family S/F A/C) 511,755 0.4
 14 M J H Nightingale & Co Pty Ltd 373,356 0.3
 15 Cannington Corporation Pty Limited (Cannington S/F J Read A/C) 324,790 0.3
 16 Keiser Shipping & Transport Pty Ltd 313,500 0.3
 17 Rogand Pty Ltd (Rogand Unit A/C) 313,500 0.3
 18 Syvest Pty Ltd 309,218 0.3
 19 Mr Noel Robert Ingram & Mrs Jennifer Mary Ingram  
  (NR & JM Ingram Super A/C) 300,000 0.2
 20 Mr Robert Lindsay Shirley & Mrs Gina Michelle Shirley  
  (R L Shirley Super Fund A/C) 300,000 0.2

  Top 20 100,283,856 83.6

  Total 120,027,987

    Holdings Ranges Holders Total Units %

  Rank Holder No. Ordinary Shares %
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(c)  Substantial shareholders

The names of substantial shareholders who have notified the Company in accordance with Section 671B of the  
Corporations Act 2001 are:

   CVC Limited 26,754,113 ordinary shares

   Bennamon Pty Ltd 22,400,000 ordinary shares

   Mr Brandon Penn 18,117,304 ordinary shares

   Mr Hadrian Morrall 12,482,927 ordinary shares

(d)  Voting rights

All ordinary shares carry one vote per share without restriction.

(e)  Restricted securities

Restricted securities total 30,543,000. Shares are restricted in four categories:

   ESPP Shares under escrow until 22 July 2008  130,000 ESPP shares 

   ESPP Shares under escrow until 18 January 2010  100,000 ESPP shares

   ESPP Shares under escrow until 27 November 2010  575,000 ESPP shares

   Shares under escrow until 16 August 2008 14,869,000 ordinary shares held by Messrs Penn and Morrall 

   Shares under escrow until 16 August 2009 14,869,000 ordinary shares held by Messrs Penn and Morrall 

(f)  Business objectives

The Company has used its cash and assets that are readily convertible to cash in a way consistent with its business objectives.
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