











Pro-Pac Packaging Limited and Controlled Entities

Notes to the Financial Statements

For the year to 30 June 2008

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 Melboume 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:

NET ASSETS ACQUIRED $
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
Infangible 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 1,664,971
Total Current Liabilities 8,325,264

Non-current liabilities

Interest bearing borowings 7,822,600
Ofther 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
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Pro-Pac Packaging Limited and Controlled Entities .

Notes to the Financial Statements

For the year to 30 June 2008

Note 26: Commitments and Contingencies

Operating lease commitments - Group as lessee

The Group has entfered 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:

Consolidated Consolidated Parent Parent
2008 2007 2008 2007
$ $
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:

2008 2008 2007 2007
Minimum Present value Minimum Present value

payments of payments payments of payments

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
2008 2007
$ $
Representing lease liabilities
Current 1,128,781 195,450
Non-current 1,772,174 190,933
2,900,955 386,383

The weighted average inferest rate implicit in the leases is 9.5%.
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Pro-Pac Packaging Limited and Controlled Entities

Notes 1o the Financial Statements

For the year to 30 June 2008

Note 26: Commitments and Contingencies (cont.)

Contingent Liability
A contingent liability of $500,000 arose from the acaquisition 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 goodwiill

Consolidated Consolidated Parent Parent
2008 2007 2008 2007

$ $ $ $

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.
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Pro-Pac Packaging Limited and Controlled Entities .

Notes to the Financial Statements

For the year to 30 June 2008

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.

Consolidated Consolidated Parent
2008 2007 2007
$ $ $
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 eam 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.

Consolidated Consolidated
2008 2007

$ $

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.
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Pro-Pac Packaging Limited and Controlled Entities

Directors’ Declarafion

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 frue 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 frue 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 Septemiber 2008.

John Read Elliott Kaplan
Chairman Director
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Pro-Pac Packaging Limited and Controlled Entities

INndependent 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 fo fime
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 10T1:
Presentation of Financial Statements that compliance with
the Australian equivalents to Intferational 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 1o 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
audifor 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:

(@) 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

(i) 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
Partner

UHY Haines Norton
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):

Holdings Ranges Holders Total Units %
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:

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

The names of substantial shareholders who have nofified 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 Morralll
Shares under escrow until 16 August 2009 14,869,000 ordinary shares held by Messrs Penn and Morralll

(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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