





CPI Group Limited and Controlled Entities

Notes to and forming part of the Financial Statements (continued)

For the year ended 30 June 2009

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

(p) Critical Accounting Estimates and Judgements

Estimates and judgements are continually evaluated and are based
on historical experience and other factors, including expectations
of future events that may have a financial impact on the Group and
that are believed to be reasonable under the circumstances.

The Group makes certain estimates and assumptions concerning
the future, which, by definition will seldom represent actual results.
The estimates and assumptions that have a significant inherent risk
in respect of estimates based on future events, which could have

a material impact on the assets and liabilities in the next financial
year, are discussed below:

Impairment of Goodwill

The Group tests annually whether goodwill has suffered any
impairment in accordance with the accounting policy stated in
Note 1(n]. Goodwill is allocated to cash-generating units (CGU's)
according to applicable business operations. The recoverable
amount of a CGU is based on value-in-use calculations. These
calculations are based on projected cash flows approved

by management covering a period not exceeding five years.
Management’s determination of cash flow projections and gross
margins are based on past performance and its expectations for the
future. The present value of future cash flows has been calculated
using a combination of an average growth rate and inflationary
rate of 3% over a five year period and a discount rate of 7.0% to
determine value-in-use.

Income taxes

Income tax benefits are based on the assumption that no adverse
change will occur in the income tax legislation and the anticipation
that the company will derive sufficient future assessable income to
enable the benefit to be realised and comply with the conditions of
deductibility imposed by the law.

(q) New Accounting Standards and Interpretations

A number of accounting standards and interpretations have

been issued at the reporting date but are not yet effective.

The Directors have not yet assessed the impact of these standards
or interpretations.
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NOTE 2. FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks: market
risk (including currency risk and interest rate risk], credit risk

and liquidity risk. The Group’s overall risk management program
focuses on the unpredictability of financial markets and seeks to
minimise potential adverse effects on the financial performance

of the Group. Derivative financial instruments are used by the

Group to hedge exposure to exchange rate risk associated with
foreign currency transactions. Transactions for hedging purposes
are undertaken without the use of collateral as only reputable
institutions with sound financial positions are dealt with. Derivates
are used exclusively for hedging purposes, ie not as trading or other
speculative instruments.

The Board of Directors has overall responsibility for identifying and
managing operational and financial risks.

(a) Market risk

(i) Forward exchange risk

The Group enters into forward exchange contracts to buy and sell
specified amounts of foreign currencies in the future at stipulated
exchange rates. The objective in entering the forward exchange
contracts is to protect the economic entity against unfavourable
exchange rate movements for both the contracted and anticipated
future sales and purchases undertaken in foreign currencies.
From 1 January 2008 only firm commitments of purchases have
been hedged.

The Group will be required to pay or purchase the full amount of the
foreign currency, when settling the outstanding forward exchange
contracts, should the counterparty not pay the currency it is
committed to deliver to the consolidated entity. At 30 June 2009 the
full amount at contract rates was $36.1 million (2008:$52.3 million).

The accounting policy in regard to forward exchange contracts is
detailed in Note 1(l).

The economic entity is primarily exposed to the risk of adverse
movements in the Australian dollar relative to certain foreign
currencies, but predominantly the Japanese yen and United States
dollar and movements in interest rates.

Foreign currency forward exchange contracts are purchased to
hedge the Australian dollar value of predominantly Japanese yen
and United States dollars payments arising from the purchase of
products and equipment for resale. Forward exchange contracts
mostly commit the economic entity to purchase foreign currency at
an agreed rate of exchange. All foreign currency forward contracts
are denominated in a single foreign currency and contracted
against Australian dollars. Forward cover is matched to underlying
commercial transactions.



CPI Group Limited and Controlled Entities

Notes to and forming part of the Financial Statements (continued]
For the year ended 30 June 2009

NOTE 2. FINANCIAL RISK MANAGEMENT (continued)

The following table summarises by currency the Australian dollar value of forward foreign exchange agreements. Foreign currency
amounts are translated at rates current at the reporting date. The ‘buy’ amounts represent the Australian dollar equivalent of
commitments to purchase foreign currencies. Contracts to buy and sell foreign currency are entered into from time to time to offset
purchase and sale obligations so as to maintain a properly hedged position.

Exchange Rate 2009 Exchange Rate 2008
Currency 2009 $000 2008 $000
Buy United States dollars:
Less than 6 months 0.81 21,457 0.96 30,645
6 months to 1 year 0.81 437 0.96 708
21,894 31,353
Buy Euro dollars:
Less than 6 months 0.58 959 0.61 1,153
959 1,153
Buy Japanese yen:
Less than 6 months 77.76 6,864 101.93 11,109
6 months to 1 year 77.76 2,938 101.93 4,454
9,802 15,563
Buy Swiss Francs:
Less than 6 months 0.88 169 0.98 295
Buy British Pounds:
Less than 6 months 0.49 1 0.48 b
Buy Swedish Kroners:
Less than 6 months 6.27 23 - -
Buy Canadian dollars:
Less than 6 months 0.90 1,168 - -
Buy Norwegian Kroners:
Less than 6 months - - 4.92 182
Buy New Zealand dollars:
Less than 6 months - - 1.26 7
Grand Total 34,016 48,559

Foreign Exchange Currency Exposure

There is no significant unhedged foreign currency denominated balances in the Balance Sheet of CPI Group Limited. The Trade Payables
balance as at 30 June 2009 of $65.9 million (2008: $108.7 million) includes payables of $4.5 million [2008: $1.1 million) arising from foreign
forward exchange contracts designated as cash flow hedges.
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CPI Group Limited and Controlled Entities

Notes to and forming part of the Financial Statements (continued)

For the year ended 30 June 2009

NOTE 2. FINANCIAL RISK MANAGEMENT (continued)

(ii) Interest Rate Risk

The Group’s main interest risk arises from long term borrowings through primary financial assets and liabilities. Borrowings issued at
variable rates expose the Group to cash flow interest rate risk.

The Group analyses its interest rate exposure on a dynamic basis. Various scenarios are simulated taking into consideration refinancing,
renewal of existing positions, alternative financing and hedging. Based on these scenarios, the Group calculates the impact on profit and

loss of a defined interest rate shift.

The following table summarises interest rate risk for the economic entity, together with effective interest rates as at balance date.

Fixed interest rate maturing in

Floating 1 Year Over More than Non-interest Average
Interest Rate! or less 1to 5 Years 5years bearing Total Interest
2009 $000 $000 $000 $000 $000 $000 Rate
Financial assets
Cash 2,166 - - - - 2,166 0.05%
Trade debtors - - - - 95,895 95,895 -
Non-trade debtors and loans - - - - 2,628 2,628 -
2,166 - - - 98,523 100,689
Financial Liabilities
Trade creditors - - - - 57,332 57,332 -
Finance Leases - 161 280 - - 441 6.4%
Revolving Credit Facility 71,516 - - - - 71,516 6.1%
Sundry creditors - - - - 8,548 8,548 -
Employee entitlements - - - - 6,992 6,992 -
71,516 161 280 - 72,872 144,829
Fixed interest rate maturing in
Floating 1 Year Over More than Non-interest Average
Interest Rate!! or less 1to 5 Years 5years bearing Total Interest
2008 $000 $000 $000 $000 $000 $000 Rate
Financial assets
Cash 3,364 - - - - 3,364 4.40%
Trade debtors - - - - 114,000 114,000 -
Non-trade debtors and loans - - - - 3,397 3,397 -
3,364 - - - 117,397 120,761
Financial Liabilities
Trade creditors - - - - 100,633 100,633 -
Finance Leases - 174 441 - - 615 5.81%
Revolving Credit Facility 62,019 - - - - 62,019 8.39%
Sundry creditors - - - - 8,043 8,043 -
Employee entitlements - - - - 6,887 6,887 -
62,019 174 441 - 115,563 178,197

(i} Floating interest rates represent the weighted average rate applicable to the instrument at balance date.
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CPI Group Limited and Controlled Entities

Notes to and forming part of the Financial Statements (continued]
For the year ended 30 June 2009

NOTE 2. FINANCIAL RISK MANAGEMENT (continued)

(b) Credit Risk

Credit risk is managed on a Group basis. Credit risk arises from cash and cash equivalents, derivative financial instruments and deposits
with banks and financial institutions, as well as credit exposures to customers, including outstanding receivables and committed
transactions. For banks and financial institutions, only independently rated parties with a minimum rating of "A” are accepted.

If customers are independently rated, these ratings are used. Otherwise if no independent rating, risk control assesses the credit quality
of the customer, taking into account its financial position, past experience and other factors. Individual risk limits are based on internal
or external ratings in accordance with limits set by the Board. The compliance with credit limits by customers is regularly monitored by
line management. The policy of the Group is to insure its trade receivables where possible. This policy is subject to review by the Board
depending on the commercial exigencies.

The maximum exposure to credit risk, excluding the carrying value of any collateral or other security, at balance date of recognised

financial assets is the carrying amount of those assets, net of any provisions for doubtful debts of those assets, as disclosed in the Balance
Sheet and Notes to the financial statements.

Credit risk for derivative financial instruments arises from the potential failure by counterparties to the contract to meet their obligations.
The credit risk exposure to forward exchange contracts is the net fair value of those contracts.

The Group does not have any material credit risk exposure to any single debtor or group of debtors under financial instruments.

Concentrations of credit risk
The Group minimises concentrations of credit risk in relation to trade receivables by undertaking transactions with a large number of
customers.

The Group retains title over the goods sold until full payment is received. For some customers, the Group may also obtain security in the form
of guarantees, deed of undertaking or letters of credit which may be called upon if the counterparty is in default under the terms of agreement.

Credit risk further arises in relation to financial guarantees given to certain parties (see Note 33 for details). Such guarantees are only
provided in exceptional circumstances and are subject to specific board approval.

(c) Liquidity Risk

Prudent liquidity management implies maintaining sufficient cash and the availability of funding through an adequate amount of committed
credit facilities. The Group manages liquidity risk by continuously monitoring forecast and actual cash flows and matching the maturity
profiles of financial assets and liabilities.

Financing arrangements

The Group’s funding arrangements consists of a $99.0 million (2008: $99.0 million) GE revolving credit facility, with a maturity of May 2010.
The facility is secured through a mix of eligible collateral comprising of accounts receivable and inventory to the lesser of the facility limit or
the available eligible collateral.

As at 30 June 2009, the availability under this facility was $81.1 million (2008: $92.9 million] of which $71.5 million (2008: $62.0 million) was
drawn. The facility is also subject to usual provisions such as lending covenants and various financial undertakings. The facility is a variable
rate facility. The average variable interest rate for the year was 6.1% (2008: 8.39%).

The Group and the parent entity have access to undrawn borrowing facilities at balance date as disclosed in Note 31(c).
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CPI Group Limited and Controlled Entities

Notes to and forming part of the Financial Statements (continued)
For the year ended 30 June 2009

NOTE 2. FINANCIAL RISK MANAGEMENT (continued)

Maturities of financial liabilities

The tables below analyse the Group’s and the parent entity’s financial liabilities into relevant maturity groupings based on the remaining
period at the reporting date to the contractual maturity date. The amounts disclosed in the table are the undiscounted cashflows.

Total
Less than Between Between Over contractual Carrying
Consolidated 6 months 6 -12months 1and2Years 2andb5years 5years cash flows amount
At 30 June 2009 $000 $000 $000 $000 $000 $000 $000
Non-derivatives
Non-interest bearing 65,880 - - - - 65,880 65,880
Variable rate 302 71,214 - - - 71,516 71,516
Fixed rate 92 92 212 80 - 476 441
Total
Less than Between Between Over contractual Carrying
Consolidated 6 months 6 - 12 months 1and 2Years 2 andb5years 5 years cash flows amount
At 30 June 2008 $000 $000 $000 $000 $000 $000 $000
Non-derivatives
Non-interest bearing 107,202 1,474 - - - 108,676 108,676
Variable rate 549 - 61,470 - - 62,019 62,019
Fixed rate 105 102 184 292 - 683 615
Total
Less than Between Between Over contractual Carrying
Parent 6 months 6 - 12 months 1and2Years 2and5years 5years cash flows amount
At 30 June 2009 $000 $000 $000 $000 $000 $000 $000
Non-derivatives
Variable rate 302 71,214 - - - 71,516 71,516
Total
Less than Between Between Over contractual Carrying
Parent 6 months 6 - 12 months 1and 2Years  2and5years 5years cash flows amount
At 30 June 2008 $000 $000 $000 $000 $000 $000 $000
Non-derivatives
Variable rate 549 - 61,470 - - 62,019 62,019

(d) Fair Value

The fair value of financial assets and financial liabilities must be estimated for recognition and measurement or for disclosure purposes.
The fair value of financial assets and financial liabilities approximates their carrying value as disclosed in the Balance Sheet and Notes to
the financial statements.

The fair value of forward exchange contracts is determined using forward exchange market rates at the reporting date.

The carrying amount less impairment provision of trade receivables and payables are assumed to approximate their fair values due to their
short-term nature. The fair value of financial liabilities for disclosure purposes is estimated by the future contractual cash flows at the
current market interest rate that is available to the Group for similar financial instruments.
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CPI Group Limited and Controlled Entities

Notes to and forming part of the Financial Statements (continued]

For the year ended 30 June 2009

Consolidated Parent
2009 2008 2009 2008
Note $000s $000s $000s $000s
NOTE 3. REVENUE
Revenue from continuing operations:
Sales revenues:
Product Sales 487,243 413,496 - -
Other revenues:
- Foreign Exchange gain 35 30 - -
- Interest from other persons 38 40 - -
- Dividends - - - 1,158
- Other 262 128 - -
Total other revenue 335 198 - 1,158
Total revenue from continued operations 487,578 413,694 - 1,158
Revenue from discontinued operations:
Divestment of Reel Paper Ltd paper distribution business - 3,131 - -
Divestment of Consolidated Paper Industries ([New Zealand) Limited
paper distribution business - 13,088 - -
- 16,219 - -
NOTE 4. PROFIT FROM CONTINUING OPERATIONS
(a) Profit/(loss) from continuing operations before income tax
includes the following specific expenses:
Depreciation:
- Leasehold Improvements 14(b) 160 137 - -
- Plant and Equipment 14(b) 1,256 1,239 - -
Total depreciation 1,416 1,376 - -
Finance costs:
Interest paid or payable to:
- Other persons 5,029 4,173 - -
Other expense items:
Net (Profit)/loss on sale of property, plant and equipment 13 (11) - -
Bad debts written off against provision 9(a) 675 705 - -
Operating leases rentals 14,464 11,344 - -
Redundancies and restructuring 4(b) 2,525 364 - -
Employee Benefits 4(i) 35,271 31,556 - -

(i} The employee benefits of prior year comprised seven months of the Red Group, which was acquired in December 2007.
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CPI Group Limited and Controlled Entities

Notes to and forming part of the Financial Statements (continued)
For the year ended 30 June 2009

Consolidated Parent
2009 2008 2009 2008
Note $000s $000s $000s $000s
NOTE 4. PROFIT FROM CONTINUING OPERATIONS (continued)
Transfers to/(from) provisions for:
Employee benefits 105 77 - -
Doubtful debts 116 (651) - -
Stock obsolescence 994 (1,446) - -

(ii) As at 30 June 2009, further stock write downs were required predominantly in second hand machinery equipment. The current economy
is instrumental in the overseas market reducing the prices of second hand equipment, which has resulted in a cause and flow on effect
into the Australian market. The strengthening of the Australian dollar has also further depressed the prices of the Australian second
hand equipment.

Specific disclosure items above:
Minimum operating lease payments 14,464 11,344 - -

(b) Significant Revenues and Expenses

The following significant revenue and (expense] items are relevant in
explaining the income statement:

Revenue:

Satisfaction of right of first refusal i 671 - - -
Legal settlement ™ 860 5,700 - -
Expense:

Impairment of right of first refusal - (2,500) - -
Impairment of goodwill ¥ 1,618 - - -
Redundancies and restructuring ™ 2,525 364 - -

(ii)On 30 September 2008, a deed of settlement, mutual release and undertaking was signed, which acknowledges that the obligations of
the owners of the Edwards Dunlop NZ business, under the right of first refusal, had been satisfied. The Group received an amount of
$671,000 as part of the signed executory deed.

(iv]As part of the success against a legal judgement handed down against it in relation to the legal dispute with a former supplier,
Stora Enso Australia Pty Ltd, the Group has now accepted a final settlement of $860,000 for all cost orders made in the proceedings.

(v) Goodwill has been allocated for impairment testing purposes to two individual cash-generating units, the Red Group, being Edwards
Dunlop and Raleigh Paper, and to the inks operations of the CPI Papers Group. During the year ending 30 June 2009, the carrying
amount of these cash-generating units has been reduced to its recoverable amount through recognition of an impairment loss against
goodwill. The recoverable amounts of these cash-generating units are determined on the basis of value in use calculations.

(vi] At balance date the Group had incurred $2,525,000 of restructuring and associated redundancy expenses in relation to the streamlining
process of the Group’s operations. Benefits and cost reduction savings are expected through the back office and warehouse consolidation
by eliminating process and systems duplications. Over the next two years the group will continue to establish in most states a single
warehouse for the group’s operations.
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CPI Group Limited and Controlled Entities

Notes to and forming part of the Financial Statements (continued]
For the year ended 30 June 2009

Consolidated Parent
2009 2008 2009 2008
Note $000s $000s $000s $000s
NOTE 5. AUDITORS’ REMUNERATION
Remuneration of the auditor of the parent entity for:
- auditing or reviewing the financial report 457 435 - -
- taxation services 2 20 - -
- other assurance services - 16 - -
459 471 - -
The audit fees of the parent entity are paid by its controlled entities.
NOTE 6. INCOME TAX EXPENSE
(a) The components of tax expense:
Current tax - - - -
Deferred tax - - - -
Adjustment for current tax of prior periods 368 - - -
Total Income tax expense 368 - - -
(b) The prima facie tax, using tax rates applicable in the country
of operation, on profit differs from the income tax provided in the
financial statements as follows:
Profit/(loss] before tax from continuing operations (2,094) 2,496 - 1,158
Profit/(loss) before tax from discontinued operations - 811 - -
Total profit before income tax (2,094) 3,307 - 1,158
At the statutory income tax rate of 30% (2008: 30%) (628) 992 - 347
Tax effect of amounts which are not deductible/(taxable] in calculating
taxable income
Unrealised foreign currency gain/(loss) 6 (183) - -
Impairment losses not recognised 485 750 - -
Other permanent differences 129 100 - -
Dividend rebate - - - (347)
Unrecognised tax losses 493 (990) - -
Previously unrecognised temporary differences now recouped to
reduce current tax expense (485) (669) - -
Adjustment for current tax of prior periods 368 - - -
Income tax expense 368 - - -
(c) Deferred tax assets not taken to account
Deferred tax assets arising from tax losses and other timing
differences have not been recognised as an asset because recovery
is not probable at this time
- Tax losses 2,337 2,574 1,272 2,200
- Timing differences 5,581 5,103 5,441 4,888
- Capital Losses 750 750 750 750
8,668 8,427 7,463 7,838

The amount of deferred tax assets which may be realised in the future is dependent on the assumption that no adverse change will occur in
income tax legislation and the anticipation that the economic entity will derive sufficient future assessable income to enable the benefit to
be realised and comply with the conditions of deductibility imposed by the law.
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CPI Group Limited and Controlled Entities

Notes to and forming part of the Financial Statements (continued)

For the year ended 30 June 2009

Consolidated Parent
2009 2008 2009 2008
Note $000s $000s $000s $000s
NOTE 7. DIVIDENDS PAID AND PROPOSED
(a) Dividends paid by the parent entity are:
Interim dividend (fully franked) nil (2008:$0.01) per ordinary share - 579 - 579
Previous year final dividend paid (fully franked) $0.01 per ordinary share 579 - 579 -
Dividends paid or payable 579 579 579 579
(b) Proposed final dividend
The Directors have not declared a dividend for the year ended 30 June 2009.
The Dividend Reinvestment Plan and Share Investment Plan have been suspended until further notice.
(c) Franking credit balance
Balance of franking account at year-end adjusted for franking credits arising
from payment of provision for tax and after deducting credits to be used for
the payment of dividends recognised as a liability at the reporting date: 13,732 13,980 13,732 13,980
Impact on the franking account of dividends recommended by the Directors
since year end but not recognised as a liability at year end. - (248) - (248)
NOTE 8. CASH AND CASH EQUIVALENTS
Cash at bank 1,141 1,685 - -
Cash on hand and in transit 1,025 1,679 - -
31(al 2,166 3,364 - -
NOTE 9. RECEIVABLES (CURRENT]
Trade receivables 91,663 112,695 - -
Provision for impairment of trade receivables 9(a) (1,915) (1,799) - -
89,748 110,896 - -
Other receivables 9(c) 2,411 3,136 - -
Tax receivable 217 261 - -
Amounts receivable from controlled entities 27(c) - - 125,330 116,509
Provision for impairment - - (48,244) (48,244)
92,376 114,293 77,086 68,265
Carrying amount of trade receivables pledged as security for
financial liabilities 77,139 95,453 - -

(a) Impaired trade receivables

As at 30 June 2009 current trade receivables of the Group with a nominal value of $3,397,000 (2008: $2,368,000) were impaired. It was
assessed that a portion of the receivables is expected to be recovered. There were no impaired receivables for the parent entity in 2009

or 2008.

The ageing of these receivables is as follows:

Up to 3 months 651 263 - -

4 to 6 months 1,291 1,185 - -

Over 6 months 1,455 920 - -
3,397 2,368 - -

45 CcPIGROUP ANNUAL REPORT 2009



CPI Group Limited and Controlled Entities

Notes to and forming part of the Financial Statements (continued]
For the year ended 30 June 2009

Consolidated Parent
2009 2008 2009 2008
Note $000s $000s $000s $000s
NOTE 9. RECEIVABLES (CURRENT] (continued)

Movements in the provision for impairment of receivables are as follows:
At 1 July 1,799 2,450 - -
Provision for impairment recognised during the year 1,342 1,198 - -
Provision for impairment at acquisition - 110 - -
Receivable written off during the year as uncollectible (675) (705) - -
Unused amount reversed (552) (1,253) - -
Exchange Variance 1 (1) - -
1,915 1,799 - -

(b) Past due but not impaired

As of 30 June 2009, trade receivables of $23,031,000 (2008: $22,753,000] were past due but not impaired. These relate to a number of
independent customers for whom there is no recent history of default. The ageing of these receivables is as follows:

Up to 3 months 18,734 18,327 - -
4 to 6 months 3,719 4,092 - -
Over 6 months 578 334 - -

23,031 22,753 - -

(c) Other receivables
These amounts generally arise from transactions outside the usual operating activities of the Group.

(d) Foreign exchange and interest rate risk
Information about the Group’s and parent entity’s exposure to foreign currency risk and interest rate risk in relation to trade and other
receivables is provided in Note 2.

(e) Fair value and credit risk
Due to the short-term nature of these receivables, their carrying amount is assumed to approximate their fair value.

The maximum exposure to credit risk at the reporting date is the carrying value of each class of receivable mentioned above. The fair value
of securities held for certain trade receivables is insignificant as is the fair value of any collateral sold or repledged. Refer to Note 2 for
more information on the risk management policy of the Group.

NOTE 10. INVENTORIES (CURRENT)

Finished goods

- at cost 79,223 94,504 - -
- at net realisable value 10,434 7,156 - -
Shipments in transit, at cost 1,109 1,190 - -

90,766 102,850 - -
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CPI Group Limited and Controlled Entities

Notes to and forming part of the Financial Statements (continued)
For the year ended 30 June 2009

Consolidated Parent
2009 2008 2009 2008
Note $000s $000s $000s $000s
NOTE 10. INVENTORIES (CURRENT] (continued)
Movements in the provision for inventory written down to net realisable
value are as follows:
At 1 July 7,540 7,760 - -
Inventory write-downs to net realisable value recognised as an expense 3,695 3,074 - -
Reversals of write-downs previously recognised (2,701) (4,520) - -
Provision for impairment at acquisition - 1,395 - -
Exchange Variance 5 (169) - -
8,539 7,540 - -
Carrying amount of inventories pledged as security for financial liabilities 55,767 61,016 - -
NOTE 11. OTHER ASSETS (CURRENT)
Prepayments 1,794 2,207 - -
NOTE 12. RECEIVABLES (NON-CURRENT)
Term Debtors 12(a) 4,232 1,305 - -
Loans to employees pursuant to the Employee Share Purchase Plan 12(b) 783 335 783 335
5,015 1,640 783 335

(a) As at 30 June 2009, total term debtors under agreed machinery purchase payment plan, totalled $4,232,000.

(b) Loans to employees to acquire shares in the parent entity are interest free. There are no repayment obligations on the loan except if the
employee leaves the employment of the economic entity. The shares, which are the subject of these loans, are held as security until the
loan is fully repaid. If the loan is not repaid the shares are re-purchased by the parent entity at the issue value.

Under the Group’s Executive Share Plan as approved by the General Meeting of members held on 16 September 2008, 1,800,000 ordinary
shares were issued at $0.28 per share, being the weighted average price during the five days prior to the general meeting. Contributed
equity arising was $504,000. As at 30 June 2009 110,000 ordinary shares were also bought back and cancelled pursuant to an off market
buy back and in accordance with the Employee Share Purchase Plan (ESPP) rules. The ESPP shares were bought back at the original
issue price.

Due to the nature of these receivables, their carrying amount approximates their issue price.

NOTE 13. OTHER FINANCIAL ASSETS (NON-CURRENT)

Shares in controlled entities - at cost 24 - - 40,107 40,107
Shares in unlisted entity - at cost 13(a) 100 3 100 3
100 3 40,207 40,110

(a) The Group holds one share representing 5% of the share capital of lgepa International GmbH. These financial assets are carried at cost.
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CPI Group Limited and Controlled Entities

Notes to and forming part of the Financial Statements (continued]

For the year ended 30 June 2009

Consolidated Parent
2009 2008 2009 2008
Note $000s $000s $000s $000s
NOTE 14. PROPERTY, PLANT AND EQUIPMENT
(a) Property, plant and equipment
Plant and equipment at cost 23,019 23,597 - -
Accumulated depreciation (19,092) (18,783) - -
3,927 4,814 - -
Leasehold improvements at cost 995 1,043 - -
Accumulated depreciation (407) (323) - -
588 720 - -
Net property, plant and equipment 4,515 5,534 - -
(b) Movements in carrying amounts:
Plant and equipment:
Cost
Opening balance 23,597 23,195 - -
Additions 438 378 - -
Disposals (1,020) (1,328) - -
Additions through acquisition of operations - 1,443 - -
Exchange differences 4 (91) - -
Closing Balance 23,019 23,597 - -
Accumulated Depreciation
Opening balance 18,783 18,613 - -
Depreciation for the year 4(a) 1,256 1,253 - -
Disposals (950) (1,023) - -
Exchange differences 3 (60) - -
Closing Balance 19,092 18,783 - -
Net book value 3,927 4,814 - -
Leasehold Improvements:
Cost
Opening balance 1,043 744 - -
Additions 29 213 - -
Disposals (78) (58) - -
Additions through acquisition of operations - 161 - -
Exchange differences 1 (17) - -
Closing Balance 995 1,043 - -
Accumulated Depreciation
Opening balance 323 248 - -
Depreciation for the year 4(a) 160 137 - -
Disposals (78) (49) - -
Exchange differences 2 (13) - -
Closing Balance 407 323 - -
Net book value 588 720 - -
Total property, plant and equipment, at cost 24,014 24,640 - -
Total property, plant and equipment, net book value 4,515 5,534 - -
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CPI Group Limited and Controlled Entities

Notes to and forming part of the Financial Statements (continued)
For the year ended 30 June 2009

Consolidated Parent
2009 2008 2009 2008
Note $000s $000s $000s $000s

NOTE 14. PROPERTY, PLANT AND EQUIPMENT (continued)

(c) Leased assets
Plant and equipment includes the following amounts where the Group is a lessee under a finance lease.

Leased equipment

Cost 849 849 - -
Accumulated amortisation (300) (177) - -
Net book value 549 672 - -

NOTE 15. INTANGIBLES

Goodwill at cost 1,618 1,618 - -
Right of first refusal at cost - 2,500 - -
Accumulated impairment loss (1,618) (2,500) - -
Net carrying amount - 1,618 - -
Opening net book amount 1,618 - - -
Additions during the year - 4,118 - -
Impairment charge 4(b) (1,618) (2,500) - -
Closing net book value - 1,618 - -

NOTE 16. PAYABLES (CURRENT)

Unsecured
Trade creditors 57,332 100,633 - -
Sundry creditors and accruals 8,548 8,043 - -
65,880 108,676 - -
NOTE 17. SHORT-TERM BORROWINGS (CURRENT)
Secured
Finance Leases 25(b) 161 174 - -
Revolving Credit Facility 31(c) 71,516 - 71,516 -
71,677 174 71,516 -

The Group's funding arrangements consists of a $99.0 million (2008: $99.0 million) GE revolving credit facility, with a maturity of May 2010.
The facility is secured through a mix of eligible collateral comprising of accounts receivable and inventory to the lesser of the facility limit

or the available eligible collateral. As at 30 June 2009, the availability under this facility was $81.1 million (2008: $92.9 million) of which
$71.5 million (2008: $62.0 million) was drawn. The facility is also subject to usual provisions such as lending covenants and various financial
undertakings. The facility is a variable rate facility. The average variable interest rate for the year was 6.1% (2008: 8.39%).
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Notes to and forming part of the Financial Statements (continued)

For the year ended 30 June 2009

Consolidated Parent
2009 2008 2009 2008
Note $000s $000s $000s $000s
NOTE 18. PROVISIONS (CURRENT])
Employee benefits 20(a) 6,749 6,543 - -
Other 1,763 2,137 - -
8,512 8,680 - -
Movements in provisions other than employee benefits:
Installation/
Warranty/
Refurbishment Other Total
$000s $000s $000s
Consolidated:
Opening balance 1,475 662 2,137
Additional provision 3,786 1,936 5,722
Amounts used (3,907) (2,198) (6,105)
Exchange variance 9 - 9
Closing balance 1,363 400 1,763
Consolidated Parent
2009 2008 2009 2008
Note $000s $000s $000s $000s
NOTE 19. LONG-TERM BORROWINGS (NON-CURRENT]
Secured
Finance Leases 25(b) 280 441 - -
Revolving Credit Facility 31(c) - 62,019 - 62,019
280 62,460 - 62,019
(a) Aggregate Revolving Credit Facility 31(c) 71,516 62,019 71,516 62,019
NOTE 20. PROVISIONS (NON-CURRENT)
Employee benefits 20(a) 243 344 - -
(a) Aggregate Employee Entitlements 6,992 6,887 - -
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Consolidated Parent
2009 2008 2009 2008
Note $000s $000s $000s $000s
NOTE 21. CONTRIBUTED EQUITY
Share Capital
Ordinary shares 80,491 80,043 80,491 80,043
Total contributed equity 80,491 80,043 80,491 80,043
Movements in contributed equity for the year
Number of
Ordinary Shares
2009 2008
000s 000s
Opening number of shares 57,882 62,688
Executive Share Plan (i) 1,800 -
Share buy-back - Stora Enso Group - (4,784)
Share buy-back - Employee Shares [ii) (110) (22)
Closing number of shares 59,572 57,882
Movements in contributed equity for the year
Consolidated Parent
2009 2008 2009 2008
$000s $000s $000s $000s
Opening balance 80,043 82,325 80,043 82,325
Executive Share Plan (i) 504 - 504 -
Share buy-back - Stora Enso Group - (2,239) - (2,239
Share buy-back - Employee Shares [ii) (56) (43) (56) (43)
Closing balance 80,491 80,043 80,491 80,043

(i) Executive share plan

Under the Group’s Executive Share Plan as approved by the General Meeting of members held on 16 September 2008, 1,800,000

ordinary shares were issued at $0.28 per share, being the weighted average price during the five days prior to the general meeting.
Contributed equity arising was $504,000.

(i) Employee share buy-back

As at 30 June 2009 110,000 ordinary shares were bought back and cancelled pursuant to an off market buy back and in accordance with the
Employee Share Purchase Plan (ESPP) rules. The ESPP shares were bought back at the original issue price.

Capital Risk Management

The Group’s and the parent entity’'s objectives when managing capital are to safequard their ability to continue as a going concern, so that
they can continue to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure to
reduce the cost of capital.
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Notes to and forming part of the Financial Statements (continued]
For the year ended 30 June 2009

NOTE 21. CONTRIBUTED EQUITY (continued)

The Group monitors capital on the basis of the gearing ratio. This ratio is calculated as net debt divided by total capital. Net debt is
calculated as total borrowings less cash and cash equivalents. Total capital is calculated as equity shown in the balance sheet plus net

debt. The gearing ratios were as follows:

Consolidated Parent

2009 2008 2009 2008

Note $000s $000s $000s $000s

Total Borrowings 17,19 71,957 62,634 71,516 62,019
Less: cash and cash equivalents 8 (2,166) (3,364) - -
Net debt 69,791 59,270 71,516 62,019
Total equity 50,140 51,175 46,561 46,692
Total capital 119,931 110,445 118,007 108,711
Gearing ratio 58.2% 53.7% 60.6% 57.1%

The increase in the gearing ratio during 2009 resulted primarily from the increase in borrowings contributed by the paper cost prices that
were up by as much as 40% in some instances during the year caused largely by the fluctuation of the exchange rates. Gearing was further
impacted by the increase in the average days inventory on hand during the year caused by the economic slowdown and exacerbated by the
long supply lead times. The necessary corrective measures have resulted in a temporary deterioration in the level of trade payables relative

to the level of inventory.

On-market share buy-back

On 25 November 2008, the approval was given to the Group for the buy-back of up to 5,800,000 shares over the next 12 month period
following the approval of this resolution. One of the key objectives of the Group is to maximise returns to shareholders. The Board has

considered the proposed on-market buy-back to be part of the Group’s ongoing capital management initiatives.

Share Options

The company offered employee participation in short-term and long-term share option incentive schemes as part of the remuneration

packages for the employees of the company. The terms and conditions are as follows:

Exercise Date Options  Exercise Price
Tst Exercise Date 30/06/2005 75,000 0.57
2nd Exercise Date 30/06/2006 75,000 0.57
3rd Exercise Date 30/06/2007 150,000 0.57

On 31 August 2004, 400,000 share options were granted to certain executives and employees to acquire ordinary shares at an exercise price
of $0.57. When the employee ceases employment the options are deemed to have lapsed. All options granted above confer a right to acquire
one ordinary share for every option held. Since the end of the financial year, no options had been exercised and all outstanding options have
now expired. The market price of the ordinary shares as quoted by the Australian Stock Exchange closed at $0.13 on 30 June 2009.
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For the year ended 30 June 2009

Consolidated Parent
2009 2008 2009 2008
$000s $000s $000s $000s

NOTE 22. RESERVES
Foreign Currency Translation reserve (a) (689) (807) - -
Cash Flow Hedge reserve (b) 394 (1,046) - -
Employee Share Option reserve (c) 23 23 23 23

(272) (1,830) 23 23
Movements During the Year
(a) Foreign Currency Translation reserve
Balance at beginning of year (807) 180 - -
Exchange fluctuations arising on net assets of foreign controlled entities 118 (987) - -
Balance at end of year (689) (807) - -
The foreign currency translation reserve records exchange differences arising
on translation of foreign controlled subsidiaries.
(b) Cash Flow Hedge reserve
Balance at beginning of year (1,046) (4,367) - -
Revaluation of designated hedges 1,640 3,321 - -
Balance at end of year 394 (1,046) - -
The hedge reserve records revaluations of items designated as cash flow hedges.
(c) Employee Share Option reserve
Balance at beginning of year 23 23 23 23
Share options expense - - - -
Balance at end of year 23 23 23 23
The option reserve records items recognised as expenses and credited directly
to equity on granting of employee share options.
NOTE 23. ACCUMULATED LOSSES
Accumulated Losses
Accumulated losses at the beginning of the financial year (27,038) (29,766) (33,374) (33,953)
Net Profit/(loss] for the year (2,462) 3,307 - 1,158
Dividends paid (579) (579) (579) (579)
Accumulated losses at the end of the financial year (30,079) (27,038) (33,953) (33,374)

53 CPI GROUP ANNUAL REPORT 2009
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Notes to and forming part of the Financial Statements (continued]
For the year ended 30 June 2009

NOTE 24. CONTROLLED ENTITIES

The consolidated financial statements at 30 June 2009 include the following controlled entities. The financial years of all controlled entities
are the same as that of the parent entity.

Incorporated % of Shares Held
Name of Controlled Entity 2009 2008
Parent Entity
CPI Group Limited Australia
Controlled Entity of CPI Group Limited
Consolidated Paper Industries (Australasia) Pty Ltd Australia 100 100
Consolidated Paper Industries Pty Ltd Australia 100 100
Controlled Entities of Consolidated Paper Industries (Australasia) Pty Ltd
Consolidated Paper Industries (SA] Pty Ltd Australia 100 100
Consolidated Paper Industries (WA] Pty Ltd Australia 100 100
Consolidated Paper Industries (Qld) Pty Ltd Australia 100 100
Consolidated Paper Industries ([New Zealand) Limited New Zealand 100 100
CPI Graphics Holding Pty Ltd Australia 100 100
CPI Trading Pty Ltd* Australia 100 100
Controlled Entities of CPI Graphics Holding Pty Ltd
CPI Graphics Ltd Australia 100 100
Controlled Entities of Consolidated Paper Industries (New Zealand) Limited
Reel Papers Limited* New Zealand 100 100
Controlled Entities of CPI Graphics Ltd
CPI Graphics New Zealand Limited New Zealand 100 100

* Denotes non-operating entity.

All entities incorporated in Australia have entered into a deed of cross guarantee dated 24 June 1999 with CPI Group Limited which provides
that all parties to the deed will guarantee to each creditor, payment in full of any debt of each entity participating in the deed on the
winding-up of that entity. In addition, as a result of the Class Order issued by the Australian Securities and Investments Commission,

these entities are relieved from the requirement to prepare financial statements.
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CPI Group Limited and Controlled Entities

Notes to and forming part of the Financial Statements (continued)
For the year ended 30 June 2009

NOTE 24. CONTROLLED ENTITIES (continued)

The consolidated balance sheet and income statement of all entities included in the class order “closed” group are set out below:

(i) CPI Group Limited closed group balance sheet as at 30 June 2009
Financial information for Australian class order closed group:

2009 2008

$000s $000s
CURRENT ASSETS
Cash & cash equivalents 2,062 2,216
Receivables 92,065 113,569
Inventories 90,313 101,878
Other current assets 1,786 1,504
Total current assets 186,226 219,167
NON-CURRENT ASSETS
Receivables 5,989 3,001
Other financial assets 4,753 5,212
Property, plant & equipment 4,477 5,486
Intangibles - 1,618
Total non-current assets 15,219 15,317
TOTAL ASSETS 201,445 234,484
CURRENT LIABILITIES
Payables 70,794 113,254
Short-term borrowings 71,677 174
Provisions 8,391 8,431
Total current liabilities 150,862 121,859
NON-CURRENT LIABILITIES
Finance Leases 280 441
Long-term borrowings - 62,019
Provisions 243 344
Total non-current liabilities 523 62,804
TOTAL LIABILITIES 151,385 184,663
NET ASSETS 50,060 49,821
EQUITY
Contributed equity 80,491 80,043
Reserves 417 (1,023)
Accumulated losses (30,848) (29,199)
TOTAL EQUITY 50,060 49,821
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Notes to and forming part of the Financial Statements (continued]
For the year ended 30 June 2009

NOTE 24. CONTROLLED ENTITIES (continued])

(ii) CPI Group Limited closed group consolidated income statement for the year ended 30 June 2009.

2009 2008
$000s $000s
Sales revenue 485,056 408,217
Cost of sales (403,231) (338,188)
Gross margin 81,825 70,029
Other income 300 130
300 130
Distribution expenses (35,246) (28,120)
Selling and marketing expenses (25,189) (25,086)
Administration expenses (15,376) (13,112)
Legal judgement 860 5,700
Impairment of right of first refusal - (2,500)
Impairment of goodwill (1,618) -
Satisfaction of right of first refusal 671 -
Redundancies and restructuring (2,511) (364)
Profit/(loss) relating to sale of non-current assets (8) 11
Profit/(loss) before finance costs and income tax 3,708 6,688
Finance costs (4,778) (4,022)
Profit/(loss) before income tax (1,070) 2,666
Income tax expense - -
Net Profit/{loss) from continuing operations (1,070) 2,666
Net Profit/(loss] for the year (1,070) 2,666
(i) CPI Group Limited closed group consolidated statement of changes in equity as at 30 June 2009.
Total equity at the beginning of the year 49,821 46,695
Employee share options - -
Cash flow hedges 1,440 3,321
Net income recognised directly in equity 1,440 3,321
Profit/(loss] for the year (1,070) 2,666
Total recognised income and expense for the period 370 5,987
Dividend paid (579) (579)
Ordinary shares bought back and issuances 448 (2,282)
Total equity at the end of the year 50,060 49,821
(iv) Accumulated Losses
Accumulated losses at the beginning of the financial year (29,199 (31,286)
Profit/(loss] for the year (1,070) 2,666
Dividend paid (579) (579)
Accumulated losses at the end of the financial year (30,848) (29,199)
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Consolidated Parent
2009 2008 2009 2008
Note $000s $000s $000s $000s
NOTE 25. LEASE COMMITMENTS
(a) Operating Lease Commitments (non-cancellable)
Minimum lease payments
Payable
- not later than one year 13,355 12,252 - -
- later than 1 year but not later than 5 years 32,175 31,609 - -
- later than 5years 11,894 11,673 - -
Total operating lease commitments 57,424 55,534 - -

Operating leases are entered into as a means of acquiring access to storage facilities, certain items of plant and equipment, as well as
motor vehicles. No purchase options exist in relation to operating leases and operating leases do not contain restrictions on financing

or other leasing activities. Property leases are non-cancellable leases with varying fixed terms and are payable monthly in advance.
Contingent rental provisions within the lease agreements require that the minimum lease payments are adjusted with reference to either
the consumer price index or other market based indices as appropriate. An option exists to renew the rental leases at the end of the
current term. The leases allow for subletting.

(b) Finance Lease Commitments

Payable

- not later than one year 184 207 - -
- later than 1 year but not later than 5 years 292 476 - -
- less future finance charges (35) (68) - -
Total finance lease liability 441 615 - -

Represented by:

Current Liability 17 161 174 - -
Non-Current Liability 19 280 441 - -
441 615 - -

Finance leases are entered into as a means of acquiring certain items of plant and equipment and motor vehicles. Under the terms of the
leases, the Group has the option to acquire the leased asset on expiry of the leases.

NOTE 26. EVENTS SUBSEQUENT TO BALANCE DATE

The directors are unaware of any events subsequent to balance date which could materially impact upon the financial position of the
economic entity or any of its associates.
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For the year ended 30 June 2009

NOTE 27. RELATED PARTY TRANSACTIONS

Transactions between related parties are on normal commercial terms and conditions no more favourable than those available to other

parties unless stated otherwise.

(a) Directors and Executive Loans

Interest
Opening Loans  chargeable at Interest Closing
Balance Advanced arms-length free portion Balance
Mr Bernard Philip Cassell 187,500 140,000 30,949 (30,949) 327,500
Mr David Gordon Bull 14,000 70,000 7,938 (7,938) 84,000
Lachlan Duncan - 28,000 2,646 (2,646) 28,000

Interest rate applied to calculate interest chargeable at arms length is 9.45%. The above loans were issued pursuant to the rules of the
Employee Share Purchase Plan, which allows for interest free loans to be provided to selected employees to acquire shares issued under
the Plan. No interest is currently payable on these loans, and there is no obligation for repayment of the loans, except if the director or
executive leaves the employment of the economic entity. If the loans are not repaid the shares are re-purchased by the parent entity at the
issue value. The shares, which are the subject of these loans, are held as security until the loan is fully repaid. To the date of these financial

statements, no repayments have been made.

(b) Transactions with related parties in the Wholly Owned Group

During the year, controlled entities traded with one another. Sales and dividend revenue of this nature has been eliminated.

(c) Loans to/from related parties

Consolidated Parent

2009 2008 2009 2008
$000s $000s $000s $000s

Loans to subsidiaries
Beginning of the year - - 116,509 107,340
Loans advanced - - 9,498 31,284
Loan repayments received - - (677) (22,115)
End of year - - 125,330 116,509
Provision for impairment - - 48,244 48,244

NOTE 28. SEGMENT REPORTING

The principal activities of the economic entity during the year comprised the sale and distribution of fine papers, printing equipment and
related printing consumables to the commercial offset printing industry in Australasia.
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NOTE 29. KEY MANAGEMENT PERSONNEL COMPENSATION

Shareholdings
Number of Ordinary Shares held by Key Management Personnel

Opening Received as Options Purchased/ Closing

Balance Compensation Exercised (Sold) Balance
Mr Bernard Philip Cassell 716,686 - - 502,597 1,219,283
Mr Denis William Goodrem 3,182,839 - - - 3,182,839
Mr Peter Thomas Reilly 12,303,143 - - - 12,303,143
Mr David Bull 97,000 - - 250,000 347,000
Mr Jason Ters - - - - -
Mr Darryl Abotomey - - - - -
Mr Lachlan Duncan - - - 100,000 100,000
Total 16,299,668 - - 852,597 17,152,265

All shares sold and purchased during the year were on the same terms and conditions available to other shareholders.

Consolidated

2009 2008
NOTE 30. EARNINGS PER SHARE
Continuing operations:
Basic earnings/(loss) per share (cents per share] (4.2) 4.1
Diluted earnings/(loss) per share (cents per share) (4.2) 4.1
Discontinued operations:
Basic earnings per share (cents per share) 0.0 1.3
Diluted earnings per share (cents per share) 0.0 1.3
Reconciliation of earnings used in calculating earnings per share
Profit/(loss) from continuing operations (2,462) 2,496
Profit from discontinued operations - 811
Profit/(loss) used in calculating earnings per share (2,462) 3,307
Weighted average number of ordinary shares on issue used in the calculation
of basic and diluted earnings per share 59,027,480 60,151,148
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Consolidated Parent
2009 2008 2009 2008
$000s $000s $000s $000s
NOTE 31. NOTES TO THE STATEMENT OF CASH FLOWS
(a) Reconciliation of Cash
Cash and Cash Equivalents at the end of the year is shown in the
Consolidated Balance Sheet as:
Cash at bank 1,141 1,685 - -
Cash on hand and in transit 1,025 1,679 - -
2,166 3,364 - -
(b) Reconciliation of Net Profit after Income Tax to Net Cash Flows
from operating activities.
Profit/(loss] for the year (2,462) 3,307 - 1,158
Non-cash items
Depreciation and amortisation 1,416 1,390 - -
Doubtful debts provision 116 (651) - -
Obsolete stock provision 999 (220) - -
Impairment of Right of first refusal - 2,500 - -
Impairment of goodwill 1,618 - - -
Loss on sale of plant and equipment 20 40 - -
Profit on sale of plant and equipment and Investments (7) (468) - -
Provision for write down of inter-company loans - - - -
Dividend received from controlled entity - - - (1,158)
Other - - - -
Changes in assets and liabilities:
(Increase)/decrease in:
Trade receivables 18,106 9,090 - -
Other receivables 725 (1,000) - -
Other assets 413 (165) - -
Inventories 11,084 (11,811) - -
Increase/(decrease) in:
Trade creditors (43,302) (2,663) - -
Sundry creditors and provisions 131 (2,105) - -
Tax provision 44 (43) - -
Employee entitlements provision 105 (209) - -
Cash flow hedge reserve 1,440 3,321 - -
Translation variance 116 (1,117) - -
Net cash flow from operating activities (9,438) (804) - -
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NOTE 31. NOTES TO THE STATEMENT OF CASH FLOWS (continued)

(c) Financing Facilities
Bank overdraft, guarantee, foreign exchange, trade finance and transactional facilities are arranged with a number of Australian and New
Zealand banks with the general terms and conditions being set and agreed.

The Group's funding arrangements consists of a $99.0 million (2008: $99.0 million) GE revolving credit facility, with a maturity of May 2010.
The facility is secured through a mix of eligible collateral comprising of accounts receivable and inventory to the lesser of the facility limit or
the available eligible collateral. The facility is also subject to usual provisions such as lending covenants and various financial undertakings.
The facility is a variable rate facility. The average variable interest rate for the year was 6.1% (2008: 8.39%).

As at 30 June 2009 the availability under this facility was $81.1 million (2008: $92.9 million) of which $71.5 million (2008: $62.0 million)
was drawn.

The economic entity has available letter of credit facilities of $15.0 million (2008: $15.0 million) of which $6.1 million were undrawn as
at 30 June 2009 (2008: $4.9 million). These facilities are subject to certain lending covenants relating to the balance sheet and financial
performance of the economic entity.

(d) Controlled Entities/Businesses Acquired
No controlling interests in or assets of other businesses were acquired during the year.

(e) Non Cash Transactions
There were no non cash transactions not otherwise reflected in Note 31(b).

NOTE 32. EMPLOYEE SHARE AND OPTION OWNERSHIP PLANS

The parent entity may offer ordinary shares and options over ordinary shares to employees of the economic entity. The maximum number
of shares and options to be offered under the share and option schemes cannot exceed five percent of the parent’s total number of ordinary
shares on issue.

Employees have a period of 30 days from receipt of an offer, or another number of days as specified in the offer, to apply for the shares.

Shares are offered for sale on a fully paid up basis at the market price of the shares on the offer date less a discount of 10%.
Share purchases financed via a parent entity loan do not qualify for a discount. Offer and exercise option prices are determined by the
Directors at the date of each option issue invitation. The exercise price must exceed 50 cents per share.

Details of each plan are as follows:

Ordinary Shares Options
2009 2008 2009 2008
No. No. No. No.
Total number issued since commencement of the plan 2,991,500 1,215,000 17,000 17,000
No. No. No. No.
Total number of employees eligible to participate in the plan at year end 4b4 543 442 541

Purchase entitlements not taken up by employees by the exercise date are forfeited. Accordingly, no shares remain available at balance
date for purchase. The total number of employees of the Group is 444 (543 at June 2008).

The establishment of the Staff Share Acquisition Plan was approved by the shareholders at the general meeting held on 16 September
2008. The Staff Share Acquisition Plan is designed to provide long-term incentives for employees to deliver long-term shareholder returns.
Under the plan all full time and permanent employees with at least 12 months service with the Company are eligible to participate. At the
Board’s discretion, shares may be acquired by purchasing on-market or via a new issue of shares. Where shares are purchased on-market,
the purchase price will be the actual share price of the shares purchased on the allocation date. For a new issue of shares, the purchase
price will be based on the five day volume weighted average price of shares as at the day they are allocated to the Participant. Share
acquired will be subject to an initial no-transfer restriction period of two years.
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NOTE 33. CONTINGENT EVENTS

Details of contingent liabilities, where the probability of future payments is not considered likely, are set out below.

The directors are of the opinion that provisions are not required in respect of these matters, as it is not probable that a future sacrifice of
economic benefits will be required or the amount is not capable of reliable measurement.

Recourse agreements

There are recourse agreements in place with finance companies (guarantees that customers will fulfil their obligations in respect of
financing arrangements for machines sold by the economic entity]. If recourse is invoked, title in the equipment passes to the economic
entity. The net contingent liability on these agreements was nil at 30 June 2009 ($0.15 million at June 2008).

Bank guarantees

The Group has issued bank guarantees for rental bonds and foreign currency commitments of $1.7 million at 30 June 2009 ($4.0 million at
June 2008).

NOTE 34. SHARE-BASED PAYMENTS

The following share-based payment arrangements existed at 30 June 2009:

On 31 August 2004, 400,000 share options were granted to certain executives and employees to acquire ordinary shares at an exercise price
of $0.57. The Options were exercisable as follows:

1st Exercise Date 30/06/2005
2nd Exercise Date 30/06/2006
3rd Exercise Date 30/06/2007
Expiry Date 30/06/2009

When the employee ceases employment the options are deemed to have lapsed. All options granted above confer a right to acquire one
ordinary share for every option held. Since the end of the financial year, no options had been exercised and all outstanding options have
now expired.

Consolidated Parent
2009 2008 2009 2008

Weighted Weighted Weighted Weighted
Average Average Average Average
Number of Exercise Number of Exercise Number of Exercise Number of Exercise
Options Price $ Options Price $ Options Price $ Options Price $

Outstanding at the
beginning of the year 200,000 0.57 200,000 0.57 200,000 0.57 200,000 0.57
Granted - - - - - - - -
Forfeited - 0.57 - - - 0.57 - -
Exercised - - = — - - = =
Expired - - - - - - - -
Outstanding at year end 200,000 0.57 200,000 0.57 200,000 0.57 200,000 0.57
Exercisable at year end 200,000 0.57 200,000 0.57 200,000 0.57 200,000 0.57

The weighted average fair value of the options outstanding at year-end was $0.01

This was calculated by using a Black Scholes option pricing model applying the following inputs:

Weighted average exercise price $0.57
Weighted average life of the option 4 years
Underlying share price $0.13
Expected share price volatility 10%
Risk free interest rate 3.0%
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NOTE 35. DISCONTINUED OPERATIONS

Consolidated Parent
2009 2008 2009 2008
Note $000s $000s $000s $000s

Divestment of New Zealand Paper distribution businesses

The group divested its paper distribution business to UPM Raflatac NZ Pty Ltd and Edwards Dunlop (NZ) Limited in two separate
transactions that concluded on 31 July 2007 and 30 November 2007 respectively.

As both businesses share facilities and corporate overheads, and are intertwined in their business nature, it is therefore not practical
to report separately the results of the discontinued operations. Also, as the divestments occurred at different times, it is found not to be
practical to report separately the net cash flows. This has been incorporated into the statement of cash flows.

The financial information relating to the discontinued operations to the date of sale, which is included in the profit/(loss) from discontinued
operations per the income statement is as follows:

(i) Financial performance:

Revenue - 15,640 - -
Expenses - (15,408) - -
Other income - 129 - -
Profit before income tax - 361 - -
Income tax expense - - - -
Profit after income tax of discontinued operations - 361 - -
Gain on sale of the division before income tax - 450 - -
Income tax expense - - - -
Gain on sale of the division after income tax - 450 - -
Profit from discontinued operations - 811 - -
(i) Carrying amounts of assets and liabilities disposed of
Assets
Receivables - 8,440 - -
Inventories - 7,673 - -
Property, plant and equipment - 178 - -
Total assets - 16,291 - -
Liabilities
Payables - (8,164) - -
Provisions - (88) - -
Total liabilities - (8,252) - -
Net assets attributable to discontinued operations - 8,039 - -
Inflow of cash, net of cash disposed of:
Consideration
Cash received - 8,489 - -
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Directors Declaration

ABN 33 006 364 067

1. In the opinion of the directors of CPI Group Limited ("the company”):

(a) the financial statements and notes including the remuneration disclosures that are contained in the remuneration report in the
Directors’ report, set out on pages 30 to 63 are in accordance with the Corporations Act 2001, including:

(i} giving a true and fair view of the Company’s and the Group’s financial position as at 30 June 2009 and of the 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 remuneration disclosures that are contained in the Remuneration report in the Directors report comply with the Corporations Act
2001 and the Corporations Regulations 2001; and

(c] there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due and payable.

2. There are reasonable grounds to believe that the Company and the group entities identified in Note 24 will be able to meet any
obligations or liabilities to which they are or may become subject to by virtue of the Deed of Cross guarantee between the Company and
those group entities pursuant to ASIC Class Order 98/1418 as and when they become due and payable.

3. The directors have been given the declarations by the chief executive officer and chief financial officer for the financial year ended
30 June 2009 pursuant to Section 295A of the Corporations Act 2001.

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

P. T. Reilly B. P. Cassell
Chairman Director
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Independent Auditor's Report

To the members of CPI Group Limited

@ PITCHER PARTNERS

An independent Victorian Partnership
ABN 27 975 255 196

We have audited the accompanying financial report of CPI Group Ltd and controlled entities. The financial report comprises the balance
sheet as at 30 June 2009, and the income statement, statement of changes in equity and cash flow 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.

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 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 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.

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

Independence
In conducting our audit, we have complied with the independence requirements of the Corporations Act 2001.
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Independent Auditor’'s Report (continued)
To the members of CPI Group Limited

Auditor’s Opinion
In our opinion:
(a) the financial report of CPI Group 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 2009 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; and

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

Report on the Remuneration Report

We have audited the Remuneration Report included in pages 24 to 27 of the directors’ report for the year ended 30 June 2009. 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 CPI Group Limited and controlled entities for the year ended 30 June 2009, complies with
section 300A of the Corporations Act 2001.

D.A. KNOWLES PITCHER PARTNERS
Partner Melbourne
27 August 2009

Liability limited by a scheme approved under Professional Standards Legislation

Pitcher Partners, including Johnston Rorke, is an association of independent firms
Melbourne | Sydney | Perth | Adelaide | Brisbane
An independent member of Baker Tilly International
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Shareholder Information

Substantial Shareholders
The following information is extracted from the parent entity’s Register of Substantial Shareholders as at 25 August 2009.

Ordinary Shareholders Number of Ordinary Shares
Arieli Pty Ltd, Goodrem Investments Pty Ltd and Computer Ways Pty Ltd 3,897,122
Nabawa Pty Ltd 12,000,000
Equity Trustees Limited 4,101,886
Trojan Equity Limited 3,923,458

Distribution of shareholdings as at 25 August 2009

Size of Holding Ordinary Shareholders
1to 1,000 170
1,001 to 5,000 506
5,001 to 10,000 215
10,001 and over 373
Total shareholders 1,264
Number of shareholders with less than a marketable parcel 197

Voting Rights
All ordinary shares issued by CPI Group Limited carry one vote per share without restriction.

Twenty Largest Shareholders for Each Class of Share as at 25 August 2009

% of Ordinary
Number of Share Issued

Ordinary Shareholders Ordinary Shares Capital
1 Nabawa Pty Ltd 12,000,000 20.1%
2 Equity Trustees Limited 4,101,886 6.9%
3 Trojan Equity Limited 3,923,458 6.6%
4 Citicorp Nominees Pty Limited 3,098,786 5.2%
5 Arieli Pty Ltd 2,138,612 3.6%
6 ANZ Nominees Limited 1,212,922 2.0%
7. Wenola Pty Limited 1,130,000 1.9%
8. National Nominees Limited 1,110,000 1.9%
9. Alphen Investments Pty Ltd 1,077,419 1.8%
10.  Goodrem Investments Pty Ltd 1,044,227 1.8%
11.  Inglis Investments (Act) Pty Ltd 847,400 1.4%
12. Mr Franciszek Wilczynski & Mrs Luba Wilczynski 804,000 1.3%
13. Computer Ways Pty Ltd as Trustee for the B P Cassell Family Trust 714,283 1.2%
14.  Ago Pty Ltd 683,999 1.1%
15.  Hans and Delwyn Pty Limited 621,633 1.0%
16.  Hammond Royce Corporation 611,001 1.0%
17. Mr Bernard Cassell 500,000 0.8%
18. Mr Samuel George Ernest Cash 494,154 0.8%
19.  Daiei Australasia Pty Ltd 350,000 0.6%
20.  Mr Edward John Congdon & Mrs Ying Li 331,800 0.6%
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CPI Group Limited and Controlled Entities

Corporate Governance Statement

CPI Group Limited (the company) and the board are committed
to operating with the highest standards of corporate governance.
The board continues to review the framework and practices to
ensure they meet the interests of shareholders. The company
and its controlled entities together are referred to as the Group in
this statement.

A description of the Group’s main corporate governance practices
is set out below. All these practices, unless otherwise stated, were
in place for the entire year. They comply with the second edition

of the ASX Principles of Corporate Governance and Best Practice
Recommendations.

Principle 1: Lay solid foundations for management and
oversight

The relationship between the board and senior management is
critical to the Group’s long-term success.

The directors are responsible to the shareholders for the
performance of the Group in both the short and the longer term
and seek to balance sometimes competing objectives in the best
interests of the Group as a whole. Their focus is to enhance the
interests of shareholders and other key stakeholders and to ensure
the Group is properly managed.

The responsibilities of the board include:

- Providing strategic guidance to the Group including contributing
to the development of and approving the corporate strategy.

- Reviewing and approving business plans, the annual budget and
financial plans including available resources and major capital
expenditure initiatives.

- Overseeing and monitoring organisational performance and the
achievement of the Group’s strategic goals and objectives.

- Appointment, performance assessment and, if necessary,
removal of the Managing Director.

- Ratifying the appointment and/or removal and contributing to
the performance assessment for the members of the senior
management team including the Company Secretary.

- Ensuring there are effective management processes in place and
approving major corporate initiatives.

- Enhancing and protecting the reputation of the organization.

- Overseeing the operation of the Group's system for compliance
and risk management reporting to shareholders.

- Ensuring appropriate resources are available to senior
management.

Day to day management of the Group's affairs and the
implementation of the corporate strategy and policy initiatives
are formally delegated by the board to the Managing Director and
senior executives.

A performance assessment for senior executives consistent with
the principles set out in Principle 8 of this Corporate Governance
Statement last took place in July 2009.

Principle 2: Structure the board to add value

The members of the Board, and the capacities in which they serve,
are set out on pages 22 to 24 of this Annual Report. Each director’s
appointment to the Board is subject to re-election on the basis

of one third of the Board being re-elected every year on a
rotational basis.

Whilst there is not a formally constituted nomination committee,
the Remuneration Committee reviews the performance of individual
directors at least annually. The Board policy is that members should
possess an appropriate mix of skills and experience. Each member
is expected to bring both specific skills as well as broad business
experience.

The current composition of the Board is as follows:

Mr P. T. Reilly (Chairman)
Mr D. Abotomey

Mr B. P. Cassell

Mr D. W. Goodrem

Mr D. G. Bull

The independent non-executive directors are currently less than
50% of the composition. The Board does not believe it necessary
at this point to increase this number, given the skill sets and
composition of the sub committees, each of which has a majority
of non-executive directors. The non-executive directors are able

to serve on the two sub-committees without overburdening or
making it difficult for them to discharge their responsibilities.

For these reasons, though the chair is not an independent director,
the Board has considered no benefit in the appointment of a lead
independent director.

Non-executive Director
Independent Non-executive Director
Executive Director

Executive Director

Executive Director

When determining whether a non-executive director is independent
the director must not fail any of the materiality thresholds
described in the Principles of Good Corporate Governance and

Best Practice Recommendations document released by the ASX
Corporate Governance Council ["Corporate Governance Principles
and Recommendations”). Directors must disclose to the Board, on
an ongoing basis, any information that may be relevant to a change
in the assessment of their independence.

68



CPI Group Limited and Controlled Entities

Corporate Governance Statement (continued)

Principle 3: Promote Ethical and Responsible Decision

Principle 4: Safequard Integrity in Financial Reporting

Making

Code of Conduct

The Board is of the view that the highest standards of ethical
conduct are required at all times by all directors and employees.
The consolidated entity has advised each director, manager and
employee of the ethical standards by which they must conduct
themselves. These standards are also contained in the staff
handbook.

All directors, managers and employees are expected to act with
the utmost integrity and objectivity, striving at all times to enhance
the reputation and performance of the Group. Every employee has
a nominated supervisor to whom they may refer any issues arising
from their employment. The Board and the executive review the
handbook and relevant manuals regularly, and processes are in
place to promote and communicate these policies.

Directors must keep the Board advised, on an ongoing basis, of any
interest that could potentially conflict with those of the company.
Where the Board believes that a significant conflict exists, the
director concerned shall not receive the relevant Board papers and
will not be present at the meeting whilst the item is considered.
The Board has developed procedures to assist directors to disclose
potential conflicts of interest. Details of director related entity
transactions with the Company and consolidated entity are set out
in Note 27 to the financial statements.

Director Dealings in Company shares

Directors and senior management may acquire shares in the Parent
Company, but are prohibited from dealing in Company shares or
exercising options:

- Except between 45 trading days following two trading days
after the day on which the half year and full year results are
announced to the stock exchange, and the period within 45
trading days following two trading days after the date of the
annual general meeting.

- Whilst in possession of price sensitive information.

If a director or senior executive covered by the policy wishes to

trade in CPI Group Ltd shares outside of the specified periods, then
approval must be sought from the Chairman of the Board before any
trade occurs.

Directors must advise the ASX of any transactions conducted by
them in shares in the Company.

Directors and Senior Executives are defined as all non-executive
directors, executive directors and management who directly report
to the Managing Director. All concerned have been notified of

the policy.

Independent Professional Advice and Access to Company
Information

Each director has the right of access to all relevant company
information and to the Company’s executives and, subject to prior
consultation with the Chairman, may seek independent professional
advice at the consolidated entity’s expense. A copy of advice received
by the director is made available to all other members of the Board.
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Audit Committee and External Auditors

The Board has established an Audit Committee with a

documented Charter approved by the Board, which is listed below.
All members must be non-executive directors with a majority being
independent. The Chairman may not be the Chairman of the Board.
The Committee advises the establishment and maintenance of a
framework of internal control and appropriate ethical standards for
the management of the consolidated entity.

All non-executive directors are members of the remuneration
committee. The members of the Audit Committee at the end of the
year were:

Mr D. Abotomey (Chairman)
Mr P. T. Reilly

The external auditors and Managing Director are invited to

Audit Committee meetings at the discretion of the Committee.
The Committee met three times during the year. The Audit
Committee meets with the external auditor at least twice per
annum. The external auditor is also provided with the opportunity,
at their request, to meet with the Board of Directors without
management being present.

Independent Non-executive Director
Non-executive Director

The Charter of the Audit committee includes:

- Reviewing the annual and half-year financial reports and
other financial information distributed externally, including
new accounting policies to ensure compliance with IFRS and
generally accepted accounting principles.

- Monitoring corporate risk assessment procedures.

- Considering whether non-audit services provided by the
external auditor are consistent with maintaining the external
auditor’s independence. The external auditor provides an annual
declaration of independence.

- Reviewing the nomination and performance of the external
auditor.

- Monitoring the establishment of an appropriate internal control
framework, and appropriate ethical standards.

- Monitoring the procedures to ensure compliance with the
Corporations Act 2001 and the ASX Listing Rules and other
regulatory requirements.

- Addressing any matters outstanding with auditors, Australian
Taxation Office, Australian Securities and Investments
Commission, ASX and financial institutions.
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Corporate Governance Statement (continued)

The Audit Committee reviews the performance of the external
auditors on an annual basis and normally meets with them during
the year as follows:

1. Prior to announcement of results:

- To review the half-year and preliminary final report prior to
lodgement with the ASX, and any significant adjustments
required as a result of the auditor’s findings.

- Torecommend Board approval of these documents.
2. To finalise half-year and annual reporting:

- Review the results and findings of the auditor, the adequacy
of accounting and financial controls and to monitor the
implementation of any recommendations made.

- Review the draft financial report and recommend Board
approval of the financial report.

3. As required, to organise, review and report on any special
reviews or investigations deemed necessary by the Board.

The Managing Director and the Group Finance Manager are
required to represent in writing, that the company’s financial
reports present a true and fair view, in all material respects, of the
company’s financial condition and operational results and are in
accordance with relevant accounting standards.

The Board requests the external auditors to attend the annual
general meeting to be available to answer shareholder questions
about the conduct of the audit and the preparation and content of
the auditors report.

Internal Control Framework

The Board acknowledges that it is responsible for the overall
internal control framework but recognises that no cost effective
internal control system will preclude all errors and irregularities.
The system is based upon written procedures, policies and
guidelines, division of responsibility and the careful selection and
training of qualified personnel.

Principle 5: Making Timely and Balanced Disclosure

The Company has established policies and procedures which
seek to address compliance with ASX Listing Rule disclosure
requirements.

The Company will immediately notify the market, by announcing

to the ASX, of any information or any major development related to
the business of the Group which a reasonable person would expect
to have a material effect on the price or value of its securities.

In certain circumstances, the applicable listing rules permit

the Group not to disclose, or to delay the disclosure of inside
information.

The Board is ultimately responsible for ensuring that appropriate
vetting and authorisation processes are in place to ensure that
company announcements:

- Are made in a timely manner

- Are factual

- Do not omit material information

- Are expressed in a clear and objective manner

The Managing Director and Company Secretary continuously review
all information of which they become aware of for the purposes of
ASX Listing Rule 3.1 and are authorised to make announcements to
the ASX on behalf of the Board.

Principle 6: Respect the Rights of Shareholders

The Board informs shareholders of all major developments
affecting the consolidated entity’s state of affairs as follows:

- The half-year report contains summarised financial information
and a review of the operations of the consolidated entity during
the period. The half-year audited financial report is lodged with
the Australian Securities and Investment Commission and the
ASX, and sent to any shareholder who requests it.

- Proposed major changes in the consolidated entity which may
impact on share ownership rights are submitted to a vote to
shareholders.

- The full annual report is distributed to all shareholders (unless
a shareholder has specifically requested not to receive the
document].

All documents that are released publicly are made available on the
Group’s internet site at www.cpigroup.com.au.

The Board encourages full participation of shareholders at the
Annual General Meeting to ensure a high level of accountability
and identification with the consolidated entity’s strategy and goals.
Important issues are presented to the shareholders as single
resolutions.

The shareholders are requested to vote on the appointment and
aggregate remuneration of directors, the granting of options and
shares to directors and changes to the Constitution. Copies of the
Constitution are available to any shareholder who requests it.
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Corporate Governance Statement (continued)

Principle 7: Recognise and Manage Risk

Major business risks arise from such matters as actions by
competitors, government policy changes, the impact of exchange
rate movements on the price of trading stock, and the purchase,
development and use of information systems.

Details of the company’s policies relating to interest rate
management, forward exchange rate management and credit risk
management are included in Note 2 to the financial statements.

In addition, employees are provided with operational manuals,
procedures and training which is designed to assist safe operations
and compliance with applicable laws.

Comprehensive practices are established such that:

- Capital expenditure and revenue commitments above a
certain size require prior Board approval.

- Financial exposures are controlled, including the use of
derivatives.

- Occupational Health and Safety standards and management
systems are monitored and reviewed to achieve high
standards of performance and compliance with regulations.

- Business transactions are properly authorised and executed.

During the 2009 financial year, the Company reviewed its risk
management practices on an ongoing basis, including but not
limited to the following areas:

- Occupational Health & Safety
- Property
- Financial reporting and internal control

The Board envisages that this process is ongoing and will seek
to augment the current risk management procedures as the
need arises.

Other Stakeholders

The company has a number of legal and other obligations to non-
shareholder stakeholders including but not limited to its employees,
customers and suppliers. Accordingly, it has developed systems and
procedures designed to safeguard the legitimate interests of such
stakeholders.

71 CPIGROUP ANNUAL REPORT 2009

Principle 8 - Remunerate Fairly and Responsibly

Remuneration Committee

The Remuneration Committee reviews and makes
recommendations to the Board on remuneration packages and
policies applicable to the Managing Director, senior executives
and directors themselves. It evaluates the performance of the
Managing Director and monitors management succession
planning. It is also responsible for share option schemes,
incentive performance packages, superannuation entitlements,
retirement and termination entitlements, fringe benefits policies
and professional indemnity and liability insurance policies.
Remuneration levels are competitively set to attract and retain the
most qualified and experienced directors and senior executives.
The Remuneration Committee obtains independent advice on
the appropriateness of remuneration packages, given trends in
comparative companies both locally and internationally.

All non-executive directors are members of the remuneration
committee. The members of the committee at the end of the year
were:

Mr P. T. Reilly (Chairman)
Mr D. Abotomey
The Managing Director is invited to Remuneration Committee

meetings as required to discuss senior executives’ performance and
remuneration packages.

Non-executive Director
Independent Non-executive Director

The Remuneration Committee met four times during the year.

Details of Directors Remuneration are set out in the Remuneration
Report in the Director's Report. Non-executive directors do not
receive options or bonuses, and retirement benefits are limited to
statutory superannuation obligations.
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Company Secretary
L Duncan

Website
Www.cpigroup.com.au

Registered Office
41-45 Mills Road

Braeside Vic 3195
Ph. (03) 8587 3500

Share Registry

Computershare Registry Services Pty Ltd
Yarra Falls

452 Johnston Street

Abbotsford Vic 3067

Auditors

Pitcher Partners

Level 19, 15 William Street
Melbourne Vic 3000

CPI Group Limited ordinary shares
are listed under the symbol of CPI

on the Australian Stock Exchange Limited.
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