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Property, plant and equipment are depreciated over their useful economic lives as follows:

Life Method

Plant and equipment at cost 3 years to 15 years Straight line/residual value method 
Leasehold improvements at cost 9 years to 15 years Straight line

(g) Leases
Where substantially all the risks and benefits incidental to the ownership of the asset, but not the legal ownership, are transferred
to the entities within the economic entity, the leases are classified as finance leases. Finance leases are capitalised recording
an asset and a liability equal to the present value of the minimum lease payments, including any guaranteed residual value.
Leased assets are amortised over their estimated useful lives. Lease payments are allocated between the reduction of the
lease liability and the lease interest expense for the period.

Lease payments under operating leases where substantially all the risks and benefits remain with the lessor are charged 
as expenses in the periods in which they are incurred.

(h) Other financial assets

Investments in controlled entities
Investments in controlled entities are brought to account at cost. The carrying amount of investments is reviewed annually 
by the Directors to ensure it is not in excess of the recoverable amount of these investments. 

(i) Employee entitlements
Provision has been made in the financial statements for benefits accruing to employees in relation to such matters as annual
leave and long service leave. No provision has been made for non-vesting sick leave as the anticipated pattern of future sick
leave indicates that accumulated non-vesting leave will never be paid. All on-costs, including payroll tax, workers’ compensation
premiums and fringe benefits tax are included in the determination of provisions. Provisions for annual leave and the current
portion of long service leave provisions are measured at their nominal amounts. The non-current portions of long service leave
are measured at the present values of future cash flows.

Contributions are made by the economic entity to employee superannuation funds and are charged as expenses when incurred.

(j) Employee Share and Option Ownership Plans
Certain employees are entitled to participate in share and option ownership plans. Loans may be provided to senior employees
to assist in the purchase of shares. The details of the plans are described in Note 33. No remuneration expense is recognised
in respect of employee shares and options issued. Interest income may accrue on employee share and option loans. Amounts
outstanding on employee share and option loans are disclosed in Note 10.

(k) Intangibles

Goodwill
Purchased goodwill and goodwill on consolidation are recorded initially at the amount by which the purchase price for a 
business or for an ownership interest in a controlled entity exceeds the fair value attributed to its net tangible assets at date 
of acquisition. Both purchased goodwill and goodwill on consolidation are amortised on a straight-line basis over a period 
of 20 years. The balances are reviewed annually and any balances representing future benefits considered to be no longer
recoverable are written off.

(l) Foreign currency transactions
Foreign currency transactions during the period are converted to Australian currency at the rates of exchange applicable 
at the dates of the transactions.

Amounts payable to or by the economic entity in foreign currencies have been translated into Australian currency at the
exchange rate current at year end. The gains and losses from conversion, whether realised or unrealised, are included in 
profit from ordinary activities before income tax.

Costs or gains arising at the time of entering hedged transactions for the purchase and sale of goods and services, and
exchange differences that occur up to the date of purchase or sale are deferred and included in the measurement of the 
purchase or sale.
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Note 1. Statement of Accounting Policies (continued)

The financial statements of all foreign operations are translated using the current rate method as they are considered 
self-sustaining.

(m) Cash flows
For the purpose of the Statement of Cash Flows, cash includes cash on hand and at call with banks or financial institutions, 
net of bank overdrafts. 

(n) Converting preference shares
Converting preference shares (which are considered to have equity at risk) will convert to ordinary shares in the Company 
on 30 September 2004 and carry an annual dividend of 8.0 per cent fully franked payable half yearly in arrears in December
and June.

(o) Financial assets
Trade debtors are initially recorded at the amount of contracted sales proceeds.

Provision for doubtful debts is recognised to the extent that recovery of the outstanding receivable balance is considered less
than likely. Any provision established is based on a review of all outstanding amounts at balance date. A specific provision is
maintained for identified doubtful debts, and a general provision is maintained in respect of receivables which are doubtful of
recovery but which have not been specifically identified.

Forward currency exchange contracts are initially recognised as either an asset or liability, at an amount equal to the premium
or discount on the forward currency exchange contracts. The assets and liabilities recognised are subsequently remeasured
by reference to exchange rates at balance date. The gain and loss on re-measurement is brought to account in the Statement
of Financial Position unless the contracts are entered to hedge anticipated future transactions, in which case the gain or loss
is deferred and included in the initial measurement of the anticipated item being hedged.

Bank deposits and loans are carried at cost. Interest revenue is recognised on an effective yield basis. Purchases and sales 
of investments are recognised on the trade date.

Investments in controlled entities included in other financial assets are stated at cost. Dividend income is brought to account
when declared.

(p) Investments in partnerships
Investments in jointly controlled partnerships are brought to account using the equity method. Interests in jointly controlled
partnerships are carried at cost adjusted by the economic entity’s share of the movement in the net assets of the partnership.
The economic entity’s interest in the net profit or loss of the partnership is brought to account as it is earned, adjusted for
unrealised profits on transactions between the economic entity and the partnership. 

(q) Service warranties
Provision is made for the estimated liability on machines still under warranty at balance date. This provision is estimated 
having regard to warranty experience over the last five years.

(r) Computer software
Computer software is written down taking account of the expected useful life of the project but not exceeding five years.
Small items are expensed, software considered necessary but not essential to operations is amortised over three years, 
software considered fundamental to the operational platform is amortised over five years.

(s) Borrowing costs
Borrowing costs are expensed as incurred.

(t) Recoverable amounts of non-current assets
All non-current assets are reviewed at least annually to determine whether their carrying amounts require write down 
to recoverable amount. Discounted net cash flows are not used to determine the recoverable amount. 

Notes to and Forming Part of the Financial Statements continued

For the year ended 30 June 2003
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Note 2. Profit and Loss Items

Consolidated Parent

2003 2002 2003 2002
Note $’000s $’000s $’000s $’000s

(a) Profit/(loss) from ordinary activities after crediting 
the following revenues:

Sales revenues: 

- Product sales 353,003 401,230 - - 

Other revenues: 

- Interest from other persons 282 207 - - 
- Gross proceeds on sale of non-current assets (i) 700 611 - - 
- Bad debts recovered 183 56 - - 

Total other revenue 1,165 874 - - 
Total revenue 354,168 402,104 - - 

(b) Profit/(loss) from ordinary activities is after charging 
the following expenses:

Depreciation and amortisation:

Depreciation of: 
- Leasehold improvement 30 42 - - 
- Plant and equipment 2,772 3,297 - - 

Total depreciation 2,802 3,339 - -

Amortisation of: 
- Goodwill 299 30,603 - - 

Total amortisation 299 30,603 - - 

Total depreciation and amortisation 3,101 33,942 - - 

Borrowing costs: 

Interest paid or payable to: 
- Other persons 4,163 3,695 - - 

Other expense items: 

Net gain/(loss) on sale of property, plant and equipment (i) (516) (677) - - 
Net bad debts written off 1,365 1,810 - - 
Operating leases rentals (ii) 6,128 6,523 - - 

Transfers to provision for: 

- Employee entitlements (638) (510) - -
- Doubtful debts 286 637 - -
- Stock obsolescence 383 2,326 - - 

Specific disclosure items above: 

(i) Revenue from sale of plant and equipment 700 611 - - 
Expense from sale of plant and equipment (1,216) (1,288) - - 
Loss on sale of plant and equipment (516) (677) - - 

(ii)Comprises: 
Minimum operating lease payments 6,128 6,523 - - 
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Note 2. Profit and Loss Items (continued)

Consolidated Parent

2003 2002 2003 2002
Note $’000s $’000s $’000s $’000s

(c) Significant revenues and expenses 
The following significant revenue and expense items are relevant 
in explaining the financial performance: 

Amortisation of goodwill relating to the former Graphics and 
Trading business - 28,484 - - 
Provision for write down of Inter-company Loan - - 16,043 10,000 
Provision for write down/(recoupment) of Employee Share Loan (583) 839 (583) 839 
Provision for employee redundancies 431 - - - 
Product changeover costs (Fuji to AGFA) 3,500 - - - 

Note 3. Auditors’ Remuneration

Consolidated Parent

2003 2002 2003 2002
$ $ $ $

Remuneration of the auditor of the parent entity for: 

- auditing or reviewing the financial report 218,862 210,615 - - 
- other services 91,036 31,620 - - 

Remuneration of other auditors of subsidiaries for: 

- auditing or reviewing the financial report 30,000 30,000 - - 
339,898 272,235 - - 

The audit fees of the parent entity are paid by its controlled entities.

Note 4. Income Tax Expense

Consolidated Parent

2003 2002 2003 2002
Note $’000s $’000s $’000s $’000s

Loss from ordinary activities (3,026) (34,279) (15,460) (10,842) 
Prima facie tax payable on loss from ordinary activities 
before income tax at 30 per cent (2002 at 30 per cent) (908) (10,284) (4,638) (3,252) 

Tax effect of permanent and other differences: 
- Amortisation of goodwill 90 9,181 - - 
- Write down Employee Share Plan (175) 251 (175) 251 
- Provision for Inter-company Loan - - 4,813 3,000 
- Unrealised foreign currency gain (34) (317) - - 
- Deferred tax asset not recognised 1,000 - - - 
- Other permanent differences (225) 129 - 2 
- Under provision for prior years tax 184 - - - 
Income tax expense/(benefit) attributable to profit/(loss) 
from ordinary activities (68) (1,040) - 1 

Future income tax benefits not taken to account
Future income tax benefits arising from tax losses has not 
been recognised as an asset because recovery of tax 
losses is not virtually certain.
- Operating losses 1,000 - - - 
- Capital losses 596 - - - 

1,596 - - - 

Notes to and Forming Part of the Financial Statements continued

For the year ended 30 June 2003
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Note 5. Dividends Paid and Proposed

Consolidated Parent

2003 2002 2003 2002
Note $’000s $’000s $’000s $’000s

Preference share dividends paid or declared by the parent entity are: 

(i) Interim dividend 11.04 cents franked to 30 cents per share 
(2002: 11.04 cents per share) 1,601 1,596 1,601 1,596 

(ii) Final dividend 11.04 cents franked to 30 cents per share 
(2002: 11.04 cents per share) 1,601 1,601 1,601 1,601 

Preference share dividends paid or payable 3,202 3,197 3,202 3,197 

Franking credits
Balance of franking account at year end adjusted for franking credits 
arising from income tax payments in the following period, and after 
deducting franking credits to be used in payment of the above 
dividend is as follows: 14,553 15,843 4,760 6,200 

Note 6. Cash Assets

Cash at bank (a) 16,120 3,460 - - 
Cash on hand and in transit 1,630 338 - - 

32(a) 17,750 3,798 - - 

(a) Cash at bank earns interest income at an average rate for the year of 4.60% per annum (2002 at 4.75%).

Note 7. Receivables (Current)

Trade debtors (a) 19,388 32,029 - - 
Provision for doubtful debts (2,183) (1,897) - - 

17,205 30,132 - - 

Other debtors 14,584 13,069 - - 
Tax receivable 1,044 700 - - 
Amounts receivable from controlled entities - - 92,604 86,206 
Provision for write down - - (26,043) (10,000)

32,833 43,901 66,561 76,206 

(a) Certain controlled entities within the economic entity have entered into a receivables securitisation program. These entities have sold 
a portion of receivables to a Trust via an equitable assignment. The consideration for the receivables sold was paid both in cash and
deferred consideration. The deferred consideration is settled monthly as the cash is received. The deferred consideration is restated each
month as a proportion of the new receivables securitised. This receivable is included within other debtors in Note 7. Under the agreement,
the economic entity will continue to sell a portion of its receivables as new credit sales are made. To the extent of any losses on the 
receivables, recourse to the economic entity will be limited to the value of the deferred consideration.
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Note 8. Inventories (Current)

Consolidated Parent

2003 2002 2003 2002
Note $’000s $’000s $’000s $’000s

Finished goods at cost 71,986 86,542 - - 
Provision for obsolete stock (8,504) (8,121) - - 

63,482 78,421 - - 
Shipments in transit at cost 1,345 1,112 - -

64,827 79,533 - - 

Note 9. Other Assets (Current)

Prepayments 2,280 1,824 - -
2,280 1,824 - - 

Note 10. Receivables (Non-Current)

Loans to employees pursuant to the Employee Share Purchase Plan 687 1,929 687 1,929 
Provision for doubtful debt (256) (839) (256) (839) 
Other debtors 709 704 - - 

1,140 1,794 431 1,090 

Note 11. Other Financial Assets (Non-Current)

Shares in controlled entities – at cost 24 - - 40,108 40,108 
Equity interest in Partnership 12(a) 9,862 - - - 

9,862 - 40,108 40,108 

Note 12. Partnership Entities

The economic entity has a 50 per cent interest in two partnerships being:

- the Braeside Partnership, which owns the property at Braeside in Victoria and leases this to CPI; and

- the Wetherill Partnership, which owns the property at Wetherill Park in NSW and leases this to CPI.

Share of partnerships result

2003 2002
$’000s $’000s

Operating profit before income tax 1,123 891 
Income tax benefit attributable to operating profit (337) (268) 
Net profit 786 623 

Retained  Total Carrying
Profits Amounts

2003 2002 2003 2002
$’000s $’000s $’000s $’000s

Balance at the beginning of the year - - - - 

Movements during the year 

- Investment in Partnership - - 9,862 -  
- Share of net result 786 623 786 623  
- Cash distribution (786) (623) (786) (623) 
Balance at the end of the year - - 9,862 - 

Notes to and Forming Part of the Financial Statements continued

For the year ended 30 June 2003
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Financial summary of material partnerships not recognised in the Statement of Financial Position

2003 2002
$’000s $’000s

Total assets of partnerships 48,354 48,361 
Total liabilities of partnerships 28,629 38,499 
Partners’ equity (a) 19,725 9,862 
Net profit of partnerships (b) 2,479 2,214 

(a) CPI share of partnerships equity is $9,862,000. Original equity contributed to both Partnerships by CPI was repaid to CPI from external
debt finance raised by both Partnerships. This external debt was previously included in the liabilities of the partnerships and was repaid
during the course of the financial year ended 30 June 2003.

(b) CPI share of the partnership’s results is lower than 50 per cent of the partnership profits to reflect additional borrowings in the partnerships
to repay equity contributed by CPI. These borrowings were repaid during the course of the year to reflect the full equity contributed by CPI.

Note 13. Property, Plant and Equipment

Consolidated Parent

2003 2002 2003 2002
Note $’000s $’000s $’000s $’000s

(a) Comparative disclosures

Property plant and equipment
Plant and equipment at cost 31,315 32,838 - - 
Accumulated depreciation (20,587) (20,599) - -

10,728 12,239 - - 

Leasehold improvements at cost 209 532 - - 
Accumulated depreciation (41) (247) - -

168 285 - - 

Capital work in progress - 1,105 - - 
Net property, plant and equipment 10,896 13,629 - - 

(b) Property, plant and equipment at cost

Plant and equipment 
Cost 
- Opening balance 32,838 29,448 - - 
- Additions 1,143 2,736 - - 
- Transfer from capital work in progress 1,110 3,236 - - 
- Disposals (3,802) (2,727) - - 
- Currency translation differences 26 145 - - 
Closing balance 31,315 32,838 - - 

Accumulated depreciation 
- Opening balance 20,599 18,702 - - 
- Depreciation for the year 2 2,772 3,297 - -
- Disposals (2,803) (1,495) - - 
- Currency translation differences 19 95 - - 
Closing balance 20,587 20,599 - - 
Net book value 10,728 12,239 - - 
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Note 13. Property, Plant and Equipment (continued)

Consolidated Parent

2003 2002 2003 2002
Note $’000s $’000s $’000s $’000s

Leasehold improvements 
Cost 
- Opening balance 532 502 - - 
- Additions 125 - - - 
- Disposals (450) - - - 
- Currency translation differences 2 30 - - 
Closing balance 209 532 - - 

Accumulated depreciation 
- Opening balance 247 192 - - 
- Depreciation for the year 30 42 - - 
- Disposals (237) - - - 
- Currency translation differences 1 13 - - 
Closing balance 41 247 - - 
Net book value 168 285 - - 

Capital works in progress 
- Opening balance 1,105 4,084 - - 
- Additions 5 257 - - 
- Transfers to plant and equipment (1,110) (3,236) - - 
Closing balance - 1,105 - - 
Total property, plant and equipment, at cost 31,524 34,475 - -
Total property, plant and equipment, net book value 10,896 13,629 - -

Note 14. Intangible Assets (Non-Current)

Goodwill at cost 42,363 42,464 - - 
Accumulated amortisation (40,186) (39,887) - - 
Net intangibles 2,177 2,577 - - 

Note 15. Deferred Tax Assets (Non-Current)

Future income tax benefits
Future income tax benefit attributable to timing differences 4,221 4,449 - - 

4,221 4,449 - - 

Note 16. Payables (Current)

Unsecured
Trade creditors 50,073 47,484 - - 
Sundry creditors and accruals 4,653 6,527 - 3 

54,726 54,011 - 3 

Note 17. Interest Bearing Liabilities (Current)

Secured 
Bank overdraft (a) 32(a) - - 20,450 17,248 
Bank loans (a) 101 12,383 - 8,000

101 12,383 20,450 25,248 

(a) The economic entity’s banking facilities are secured by way of fixed and floating charges over the assets and undertakings of the economic
entity in both Australia and New Zealand.

Notes to and Forming Part of the Financial Statements continued

For the year ended 30 June 2003
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Consolidated Parent

2003 2002 2003 2002
Note $’000s $’000s $’000s $’000s

Note 18. Other Provisions (Current)

Converting preference share dividend - 1,607 - 1,607 
Employee entitlements (a) 3,138 3,673 - - 
Other 1,101 1,314 - -

4,239 6,594 - 1,607 

Note 19. Interest Bearing Liabilities (Non-Current)

Secured bank loans 17(a) 16,000 - 16,000 - 
16,000 - 16,000 -

Note 20. Other Provisions (Non-Current)

Employee entitlements (a) 244 347 - - 
Other 27 69 - - 

271 416 - - 

(a) Aggregate employee entitlements 3,382 4,020 - - 
(b) Number of employees at year end 396 468 - - 

Note 21. Contributed Equity

Share capital 
Ordinary shares 51,006 52,239 51,006 52,239 
Converting preference shares 31,629 31,629 31,629 31,629 
Total contributed equity 82,635 83,868 82,635 83,868 

Number of Number of
Ordinary Shares Preference 

Shares

2003 2002 2003 2002
’000s ’000s ’000s ’000s

Movements in contributed equity for the year 
Opening number of shares 41,600 42,676 14,500 14,500 
Ordinary shares bought back (530) (1,076) - - 

41,070 41,600 14,500 14,500 

Ordinary  Preference 
Shares Shares

2003 2002 2003 2002
$’000s $’000s $’000s $’000s

Movements in contributed equity for the year
Opening balance 52,239 53,115 31,629 31,629 
Ordinary shares bought back (1,233) (876) - - 
Closing balance 51,006 52,239 31,629 31,629 

During the year, 530,034 ordinary shares (representing 1.3 per cent of the total number of ordinary shares on issue at that date)
were purchased and cancelled by the parent entity under an off market share buy-back. The buy-back was applicable for shares
issued under the Employee Share Purchase Plan, where the recipient employees were no longer employed by the group.

Consolidated Parent

2003 2002 2003 2002
Note $’000s $’000s $’000s $’000s

Note 22. Reserves

Foreign currency translation reserve (34) 25 - - 
Asset revaluation reserve 7 7 7 7 

(27) 32 7 7 
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Note 22. Reserves  (continued)

Consolidated Parent

2003 2002 2003 2002
Note $’000s $’000s $’000s $’000s

Movements during the year
Foreign currency translation reserve 
Balance at beginning of year 25 (985) - - 
Exchange fluctuations arising on overseas net assets (59) 1,010 - -
Balance at end of year (34) 25 - - 

Note 23. Retained Profits and Dividends

Retained profits
Retained profits at the beginning of the financial year (5,799) 30,637 6,670 20,710 
Dividends provided for or paid (3,202) (3,197) (3,202) (3,197) 
Net profit/(loss) (2,958) (33,239) (15,460) (10,843) 
Retained profits/(accumulated losses) at the end of the financial year (11,959) (5,799) (11,992) 6,670 

Note 24. Controlled Entities

The consolidated financial statements at 30 June 2003 include the following controlled entities. The financial years of all 
controlled entities are the same as that of the parent entity.

Name of Controlled Entity % of Shares Held

2003 2002

Parent entity 
CPI Group Limited 

Controlled entity of CPI Group Limited 
Consolidated Paper Industries (Australasia) Pty Ltd 100 100 
Consolidated Paper Industries Pty Ltd 100 100 

Controlled entities of Consolidated Paper Industries (Australasia) Pty Ltd 
Consolidated Paper Industries (SA) Pty Ltd 100 100 
Consolidated Paper Industries (WA) Pty Ltd 100 100 
Consolidated Paper Industries (Qld) Pty Ltd 100 100 
Consgraphic Pty Ltd* 100 100 
Consolidated Paper Industries (New Zealand) Limited 100 100 
CPI Graphics Holding Pty Ltd 100 100 
Consolidated Paper Industries (ACT) Pty Ltd* 100 100 
CPI Trading Pty Ltd 100 100 

Controlled entities of CPI Graphics Holding Pty Ltd 
CPI Graphics Ltd 100 100 

Controlled Entities of Consolidated Paper Industries (New Zealand) Limited 
Reel Papers Limited 100 100

Controlled Entities of CPI Graphics Ltd 
CPI Graphics New Zealand Limited 100 100 

* Denotes non-operating entity.

All entities are incorporated in Australia except Consolidated Paper Industries (New Zealand) Limited, CPI Graphics New
Zealand Limited and Reel Papers Limited which are incorporated in New Zealand. With the exception of Consolidated Paper
Industries (New Zealand) Limited, CPI Graphics New Zealand Limited and Reel Papers Limited, all entities 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.

Notes to and Forming Part of the Financial Statements continued

For the year ended 30 June 2003
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The consolidated Statement of Financial Position and Statement of Financial Performance of all entities included in the class
order ‘closed’ group are set out below:

CPI Group Limited closed group Statement of Financial Position as at 30 June 2003

2003 2002
$’000s $’000s

Financial information for class order closed group 

Current assets 
Cash assets 14,401 3,546 
Receivables 21,902 32,048 
Inventories 53,256 65,517 
Other 1,709 2,063 
Total current assets 91,268 103,174 

Non current assets 
Receivables 10,061 10,717 
Other financial assets 15,072 5,209 
Property, plant and equipment 10,209 12,877 
Intangible assets 598 878 
Deferred tax assets 3,657 3,925 
Total non-current assets 39,597 33,606 
Total assets 130,865 136,780 

Current liabilities 
Payables 41,727 46,343 
Interest bearing liabilities 101 8,057 
Current tax liabilities - 105 
Provisions 3,901 6,215 
Total current liabilities 45,729 60,720 

Non current liabilities 
Interest bearing liabilities 16,000 - 
Provisions 271 416 
Total non-current liabilities 16,271 416 
Total liabilities 62,000 61,136 

Net assets 68,865 75,644 

Equity 
Contributed equity 82,635 83,868 
Reserves 7 7 
Accumulated losses (13,777) (8,231) 
Parent entity interest 68,865 75,644 
Outside equity interest - - 
Total equity 68,865 75,644 
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Note 24. Controlled Entities (continued)

CPI Group Limited closed group Statement of Financial Performance for the year ended 30 June 2003

2003 2002
$’000s $’000s

Sales revenue 304,240 350,759 
Cost of sales (256,029) (290,863) 
Gross margin 48,211 59,896 

Other income 1,157 798 

Distribution expenses (19,075) (22,165) 
Selling and marketing expenses (16,154) (19,466) 
Administration expenses (9,625) (12,876) 
Borrowing costs (3,384) (2,965) 
Goodwill amortisation (178) (29,448) 
Restructuring costs - (3,680) 
Provision for write down of Employee Share Loan 583 (839) 
Other expenses (4,577) (3,411) 

Share of net profit from partnerships accounted for using the equity method 786 623 
Loss from ordinary activities before income tax expense (2,256) (33,533) 
Income tax (expense)/benefit relating to ordinary activities (88) 1,145 
Net loss (2,344) (32,388) 

Net profit or loss attributable to outside equity interests - - 
Net loss attributable to members of the parent entity (2,344) (32,388) 
Net exchange difference on translation of financial report of self-sustaining foreign operations - - 
Total revenues, expenses and adjustments attributable to members of the parent entity and 
recognised directly into equity - - 
Total changes in equity other than those resulting from transactions with owners as owners (2,344) (32,388) 

Note 25. Commitments

Consolidated Parent

2003 2002 2003 2002
Note $’000s $’000s $’000s $’000s

(a) Operating lease commitments 

Operating leases contracted for but not capitalised 
in the financial statements. 

Payable 
- not later than one year 8,782 9,083 - - 
- later than one year but not later than five years 28,174 30,135 - - 
- later than five years 33,102 41,137 - - 
Total operating lease commitments 70,058 80,355 - - 

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 renewal or purchase options exist in relation to operating leases and operating leases contain
restrictions on financing or other leasing activities. 

Note 26. Events Subsequent to Balance Date

Since the end of the Financial year, 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.

Notes to and Forming Part of the Financial Statements continued

For the year ended 30 June 2003
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Note 27. Related Party Transactions

Consolidated Parent

2003 2002 2003 2002
Note $’000s $’000s $’000s $’000s

(a) Stora Enso Group 
The Stora Enso Group is a major Swedish/German based paper mill 
and has been a substantial shareholder in the parent since 1988. 
The Stora Enso Group is a major supplier to the economic entity 
providing a range of paper products on normal terms and conditions. 
Mr Rosman, a Director of the parent entity, is President of Papyrus AB, 
the merchant division within Stora Enso. The following aggregate annual 
purchases have been made from the Stora Enso Group. 43,085 39,184 - -

Shares Issued by 
the Parent Entity

2003 2002

(b) Directors’ shareholdings 

Ordinary shares
Opening balance 5,655,567 6,419,130 
Acquired during the year 303,143 58,050 
Existing shares of Mr D Lea 3,315,961 - 
Sold during the year - (473,384) 
Owned by retired Director (1,528,743) (348,229) 
Ordinary shares held at year end 7,745,928 5,655,567 

Converting preference shares
Opening balance 31,000 88,000 
Existing shares of Mr D Lea 20,000 - 
Sold during the year - (57,000) 
Converting preference shares held at year end 51,000 31,000 

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

(c) Directors’ loans
In December 1992, Mr BP Cassell, a Director of the parent entity, was granted a loan of $187,500 under the Employee Share
Purchase Plan. Pursuant to the rules of the Plan, no interest is currently payable on the loan, and there is no obligation for
repayment of the loan, except if the Director 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. To the date of these financial statements, no repayments have
been made.

In June 1998, Mr AW Carrigan, a former Director of the parent entity, was granted a loan of $462,000 under the Employee
Share Purchase Plan. Shareholders approved changes to the workings of the Employee Share Purchase Plan at the last
Annual General Meeting. Pursuant to these changes, the Economic Entity bought back shares issued to Mr Carrigan under
the Share Purchase Plan via an off market purchase. The proceeds of the purchase were used to extinguish the outstanding
debt payable by Mr Carrigan. 

(d) Transactions with related parties in the wholly owned Group
During the year, Group entities traded with one another. Sales revenue of this nature has been eliminated. The parent entity
has not had any transactions with other Group entities.

29CPI Group Limited and Controlled Entities – Annual Report 2003



Note 28. Segment Reporting

Business Segments Graphic Arts Trading Eliminations Consolidated  

2003 2002 2003 2002 2003 2002 2003 2002 
$000’s $000’s $000’s $000’s $000’s $000’s $000’s $000’s 

External sales 341,109 354,062 11,894 47,168 - - 353,003 401,230 
Inter-segment sales 41 470 32 117 (73) (587) - - 
Other revenue 842 598 323 276 - - 1,165 874 
Total revenue 341,992 355,130 12,249 47,561 (73) (587) 354,168 402,104 
Segment result (336) (22,783) (1,018) (5,464) - - (1,354) (28,247) 
Unallocated expenses (2,458) (6,655)
Share of net profit of partnerships 786 623 
Profit from ordinary activities before 
income tax expense (3,026) (34,279) 
Income tax (expense)/benefit 68 1,040 
Profit/(loss) from ordinary activities 
after income tax expense (2,958) (33,239) 

Segment assets 145,077 167,140 - 39,956 (16,174) (58,242) 128,903 148,854 
Unallocated assets 17,083 2,651 
Total assets 145,986 151,505 

Segment liabilities 58,997 78,770 - 42,692 (16,174) (58,242) 42,823 63,220 
Unallocated liabilities 32,514 10,184 
Total liabilities 75,337 73,404 

Acquisitions of non current assets 1,268 5,863 - 109 - - 1,268 5,972 
Depreciation and amortisation 2,998 31,847 103 2,095 - - 3,101 33,942 
Non-cash expenses other than 
depreciation and amortisation 1,391 3,344 (1,359) (892) - - 32 2,452 

Geographical Segments Australia New Zealand Consolidated 

2003 2002 2003 2002 2003 2002 
$000’s $000’s $000’s $000’s $000’s $000’s 

External Revenue 305,405 351,558 48,763 50,546 354,168 402,104
Segment Results (2,344) (32,388) (614) (851) (2,958) (33,239) 
Segment Assets 130,865 136,780 15,121 14,725 145,986 151,505 
Acquisition of non current assets 895 5,924 373 48 1,268 5,972 

The principal activities of the economic entity during the year comprised the sale and distribution of fine papers, industrial
products and the sale of printing equipment and consumables to the printing industry. 

Notes to and Forming Part of the Financial Statements continued
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Note 29. Remuneration of Directors

Consolidated Parent

2003 2002 2003 2002
$ $ $ $

(a) Directors’ remuneration 
Income paid, or due and payable to all Directors of each entity 
in the economic entity and any related entities 1,117,466 1,915,526 

Income paid, or due and payable to all Directors of the parent entity 
from the parent entity or related entities 1,117,466 1,915,526

Number of parent entity Directors whose income from the 
parent entity and related entities was within the following bands:

Parent

No. No.

$0 - $10,999 2 2 
$11,000 - $19,999 - 1 
$20,000 - $29,999 1 2 
$30,000 - $39,999 - 1 
$40,000 - $49,999 1 2 
$60,000 - $69,999 1 - 
$310,000 - $319,999 1 - 
$320,000 - $329,999 1 - 
$330,000 - $339,999 - 1 
$340,000 - $349,999 1 1 
$1,050,000 - $1,059,999 - 1 

(b) The names of Directors who have held office at any time during the past two financial years are: 

G van Wyngen 
BP Cassell 
DW Goodrem 
IV Harry 
PT Reilly 
S Rosman 
PCO Stone 
AW Carrigan 
IM Dicker 
G John 
AS Murdoch 
DG Lea 

Note 30. Remuneration of Executives
Consolidated Parent

2003 2002 2003 2002
$ $ $ $

Income paid, or due and payable, to Executive Officers of the economic entity, 
including Executive Directors whose income equals or exceeds $100,000 5,588,566 6,593,123 

Income paid, or due and payable, to Executive Officers of the parent entity, 
including Executive Directors whose income equals or exceeds $100,000 - - 



Note 30. Remuneration of Executives (continued)

The number of Executive Officers (including Directors) whose income from entities in the economic entity and related entities
fall within the following bands are as follows: 

Consolidated Parent

2003 2002 2003 2002
No. No. No. No. 

$100,000 - $109,999 8 4 - - 
$110,000 - $119,999 2 7 - - 
$120,000 - $129,999 4 3 - - 
$130,000 - $139,999 2 2 - - 
$140,000 - $149,999 3 2 - - 
$150,000 - $159,999 2 1 - - 
$160,000 - $169,999 1 - - - 
$170,000 - $179,999 1 - - - 
$180,000 - $189,999 - 1 - - 
$190,000 - $199,999 1 1 - - 
$210,000 - $219,999 2 2 - - 
$220,000 - $229,999 1 1 - - 
$230,000 - $239,999 - 1 - - 
$320,000 - $329,999 1 - - - 
$330,000 - $339,999 1 1 - - 
$340,000 - $349,999 2 2 - - 
$440,000 - $449,999 - 1 - - 
$460,000 - $469,999 1 - - - 
$1,050,000 - $1,059,999 - 1 - -

The remuneration of the parent entity executives is paid by its controlled entities.

Note 31. Earnings Per Share
Consolidated 

2003 2002

Basic loss per share (cents per share) (7.1) (79.4) 
Diluted earnings/(loss) per share (cents per share) 0.4 (53.3) 
Weighted average number of ordinary shares on issue used 
in the calculation of basic earnings per share 41,462,771 41,866,125

Diluted earnings per share are calculated by adding the number of Converting Preference Shares (14,500,000 shares) to the
weighted average number of shares on issue.

Note 32. Notes to the Statement of Cash Flows
(a) Reconciliation of cash
Cash at the end of the year is shown in the Statement of Financial Position as:

Consolidated Parent

2003 2002 2003 2002
$’000s $’000s $’000s $’000s

Bank overdraft - - (20,450) (17,248) 
Cash at bank 16,120 3,460 - - 
Cash on hand and in transit 1,630 338 - - 

17,750 3,798 (20,450) (17,248) 

Notes to and Forming Part of the Financial Statements continued
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Consolidated Parent

2003 2002 2003 2002
$’000s $’000s $’000s $’000s 

(b) Reconciliation of net profit after income tax to net cash 
provided by operating activities

Net loss after income tax (2,958) (33,239) (15,460) (10,843) 

Non-cash flows in operating loss 
Amortisation 299 30,603 - - 
Depreciation 2,802 3,339 - - 
Doubtful debts 287 637 - - 
Obsolete stock provision 383 2,326 - - 
Loss on sale of plant and equipment 524 719 - - 
Profit on sale of plant, equipment and Investments (8) (42) - - 
Provision for write down of Employee Share Loan (583) 839 (583) 839 
Provision for write down of inter-company loan - - 16,043 10,000 
Translation variance (92) 1,092 - - 
Other 9 59 1 4 

Changes in assets and liabilities: 

(Increase)/decrease in: 

Trade debtors 5,990 (1,289) - - 
Other debtors (1,580) 1,380 - - 
Other assets (456) 770 - - 
Inventories 14,015 (2,312) - - 

Increase/(decrease) in:

Trade creditors 3,150 (7,183) - - 
Sundry creditors (1,493) 864 - - 
Tax provisions (116) (1,037) (1) - 
Employee entitlements provision (638) (510) - - 

Net operating cash flows 19,535 (2,984) - - 

(c) Financing facilities
The economic entity has approximately $44.6 million (2002: $66.9 million) committed facilities of which approximately 
$16 million were undrawn as at 30 June 2003 (2002: $22.8 million).

(d) Controlled entities/businesses acquired
There were no acquisitions of controlled entities or businesses during the current financial year. 

(e) Non cash share buy back
During the year the economic entity purchased 530,034 ordinary shares held under the Employee Share Purchase Plan. The
purchase was used to offset loans owed by former employees. Refer Note 21.

Note 33. 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.

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 9 per
cent. 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. 
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Note 33. Employee Share and Option Ownership Plans (continued)

Details of each plan are as follows:
Ordinary Shares Options

2003 2002 2003 2002
No. No. No. No.

Total number issued since commencement of the plan 1,215,000 1,215,000 17,000 17,000 

Total number that have become available for purchase since 
commencement of the plan 2,574,000 2,574,000 - - 

Total number of employees eligible to participate in the plan at year end 396 468 396 468 

Purchase entitlements not taken up by employees are forfeited. Accordingly, no shares or options remain available at balance
date for purchase. The total number of employees of the Group is 396 (468 at June 2002).

Note 34. Contingent Events

Details of contingent liabilities where the probability of future payments is not considered remote 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.

Litigation
A District Court of New South Wales writ was issued with the case being fixed for hearing commencing 15 September 2003.
The writ seeks damages through the use of an image setting system supplied by the Company. It is alleged that the product
supplied did not conform with the prescribed specifications, resulting in costs being incurred.

It is not possible to estimate the financial effect of this claim should it be successful, although the Company would pursue 
a third party claim against the manufacturer, as well as seek to invoke product liability insurance in place for such an event.
The Directors are of the opinion, based on legal advice, that no provision is required. 

In the Directors opinion, disclosure of any further information about the above matter would be prejudicial to the interests 
of the Company.

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 contingent liability on these agreements did not exceed $2.02 million at 30 June 2003
($1.6 million at June 2002).

Note 35. Financial Instruments

(a) Objectives for holding financial instruments
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 movements in interest rates.

Foreign currency forward exchange contracts are purchased to hedge the Australian dollar value of predominantly Japanese
yen 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.

(b) Interest rate risk exposures
The economic entity is exposed to interest rate risk through primary financial assets and liabilities. The following table summarises
interest rate risk for the economic entity, together with effective interest rates as at balance date.

Notes to and Forming Part of the Financial Statements continued
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Fixed Interest Rate  Average Interest 
2003 Maturing In Rate 

Floating Over More Non-
Interest  1 Year  1 to 5 Than Interest

Rate (i) or Less Years 5 years Bearing Total Floating Fixed
$’000s $’000s $’000s $’000s $’000s $’000s

Financial assets
Cash 17,750 - - - - 17,750 4.60% -
Trade debtors - - - - 19,388 19,388 - -
Non-trade debtors and loans - - - - 15,628 15,628 - -

17,750 - - - 35,016 52,766 

Financial liabilities 
Trade creditors - - - - 50,073 50,073 - -
Bank loans 101 - 16,000 - - 16,101 7.94% - 
Sundry creditors - - - - 4,653 4,653 - -
Employee entitlements - - - - 3,382 3,382 - -

101 - 16,000 - 58,108 74,209 

Fixed interest Rate  Average Interest 
2002 Maturing In Rate 

Floating Over More Non-
Interest  1 Year  1 to 5 Than interest

Rate (i) or Less Years 5 Years Bearing Total Floating Fixed
$’000s $’000s $’000s $’000s $’000s $’000s 

Financial assets 
Cash 3,798 - - - - 3,798 4.75% - 
Trade debtors - - - - 32,029 32,029 - - 
Non-trade debtors and loans - - - - 13,769 13,769 - - 

3,798 - - - 45,798 49,596 

Financial liabilities 
Trade creditors - - - - 47,484 47,484 - - 
Bank loans 12,383 - - - - 12,383 8.60% - 
Sundry creditors - - - - 6,527 6,527 - -
Employee entitlements - - - - 4,020 4,020 - -

12,383 - - - 58,031 70,414 - -

(i) Floating interest rates represent the most recently determined rate applicable to the instrument at balance date.
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Note 35. Financial Instruments (continued)

(c) Foreign exchange hedges
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.

Currency Average Average
Exchange 2003 Exchange 2002

Rate Buy Rate Buy
2003  $000 2002 $000

United States Dollars
Three months or less 0.64 3,195 0.55 1,103 

Euro Dollars
Three months or less 0.56 2,571 0.58 1,167 
Over three to 12 months - - 0.58 1,180 

2,571 2,347 

Japanese Yen 
Three months or less 72.03 3,701 66.72 3,021 
Over three to 12 months 76.18 1,960 66.35 2,167

5,661 5,188 

Swiss Francs
Three months or less 0.85 76 0.86 59 

British Pound
Three months or less 0.40 15 0.38 380 
Over three to 12 months - - 0.38 308 

15 688 
Grand Total 11,518 9,385

(d) Foreign exchange currency exposure
There are no significant unhedged foreign currency denominated balances in the Statement of Financial Position of 
CPI Group Limited.

(e) Fair values of financial instruments
The estimated net fair values of recognised financial assets and liabilities approximate their carrying value.
The estimated net fair values for significant forward foreign exchange agreements are as follows:

Gain/(Loss)
$

United States dollar balances in Australian dollars (139,254)
Japanese yen balances in Australian dollars (416,302)
Euro dollar balances in Australian dollars (106,474)

The net fair value of a financial asset or a financial liability is the amount at which the asset could be exchanged, or liability 
settled in a current transaction between willing parties after allowing for transaction costs.

Notes to and Forming Part of the Financial Statements continued
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Directors’ Declaration
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The Directors declare that:

1. the financial statements and notes, as set out on pages 13 to 36 are in accordance with the Corporations Act 2001:

(a) comply with Accounting Standards and the Corporations Regulations 2001; and 

(b) give a true and fair view of the financial position as at 30 June 2003 and of the performance for the year ended on that
date of the Company and economic entity;

2. 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.

The company and its wholly owned subsidiaries have entered into a deed of cross guarantee as described in Note 24 under
which the Company and its subsidiaries guarantee the debts of each other.

At the date of this declaration, there are reasonable grounds to believe that the companies which are party to this deed of
cross guarantee will be able to meet any obligations or liabilities to which they are, or may become subject to, by virtue of 
the deed.

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

G van Wyngen
Chairman

BP Cassell
Director

Dated this 5th day of September 2003



To the members of CPI Group Limited 

Scope

We have audited the financial report of CPI Group Limited for the year ended 30 June 2003, as set out on pages 13 to 37.

The financial report includes the consolidated financial statements of the consolidated entity comprising the Company and the
entities it controlled at the year end or from time to time during the financial year. The Company’s Directors are responsible for
the financial report. We have conducted an independent audit of the financial report in order to express an opinion on it to the
members of the Company.

Our audit has been conducted in accordance with Australian Auditing Standards to provide reasonable assurance whether the
financial report is free of material misstatement. Our procedures included examination, on a test basis, of evidence supporting
the amounts and other disclosures in the financial report and the evaluation of accounting policies and significant accounting
estimates. These procedures have been undertaken to form an opinion whether, in all material respects, the financial report 
is presented fairly in accordance with Accounting Standards, other mandatory professional reporting in Australia and the
Corporations Act 2001, so as to present a view which is consistent with our understanding of the Company’s and the 
consolidated entity’s financial position and performance as represented by the results of their operations and their cash flows.

The audit opinion expressed in this report has been formed on the above basis.

Audit Opinion

In our opinion, the financial report of CPI Group Limited is in accordance with:

(a) the Corporations Act 2001, including:

(i) giving a true and fair view of the Company and consolidated entity’s financial position as at 30 June 2003 
and of their performance for the year ended on that date; and

(ii) complying with Accounting Standards in Australia and the Corporations Regulations 2001; and

(b) other mandatory professional reporting requirements in Australia.

Pitcher Partners Douglas & Harrison
Chartered Accountants

TJ Benfold KA Harrison
Partner Partner

Melbourne, Victoria Melbourne, Victoria

5th September 2003 5th September 2003

Independent Audit Report
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Substantial Shareholders

The following information is extracted from the parent entity’s Register of Substantial Shareholders as at 31 July 2003.

Ordinary shareholders Number of 
Ordinary Shares

FPB Holdings AG, Ifle Investments Pty Ltd, Arieli Pty Ltd, HSBC Custody Nominees (Australia) Limited, 
Parmelia Pty Ltd, and Computer Ways Pty Ltd 12,353,771 
Rubicon Nominees Pty Ltd 3,372,464 
Berne No. 132 Nominees Pty Ltd 3,098,072 
Equity Trustees Limited 2,301,886 

Converting preference shareholders Number of Converting 
Preference Shares

Rubicon Nominees Pty Ltd 694,430 

Distribution of shareholdings as at 31 July 2003

Size of holding Ordinary Preference
Shareholders Shareholders

1 to 1,000 294 42 
1,001 to 5,000 899 354 
5,001 to 10,000 308 230 
10,001 and over 244 210 
Total shareholders 1,745 836 

Number of shareholders with less than a marketable parcel 74 3 

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 31 July 2003

Ordinary Shareholders Number of % of Ordinary Share
Ordinary Shares Issued Capital 

1. FPB Holdings AG 4,784,142 11.76% 
2. Rubicon Nominees Pty Ltd  3,372,464 8.29% 
3. Ifle Investments Pty Ltd 3,290,961 8.09% 
4. Arieli Pty Ltd 3,158,839 7.76% 
5. Berne No.132 Nominees Pty Ltd 3,098,072 7.61% 
6. Equity Trustees Limited 2,301,886 5.66% 
7. AMP Life Limited 1,262,615 3.10% 
8. Merrill Lynch (Australia) Nominees Ltd 1,078,114 2.65% 
9. Lotted Pty Ltd 980,202 2.41% 
10. Dynamic Press Pty Limited 869,419 2.14% 
11. HSBC Custody Nominees (Australia) Limited 567,898 1.40% 
12. J P Morgan Nominees Australia Limited 533,480 1.31% 
13. Wallbay Pty Ltd 456,378 1.12% 
14. GDP Australia Nominees Limited 355,000 0.87% 
15. Bow Lane Nominees Pty Ltd 350,000 0.86% 
16. Parmelia Pty Ltd 303,143 0.74% 
17. National Nominees Limited 299,298 0.74% 
18. Westpac Custodian NomineesLimited 282,887 0.70% 
19. Computer Ways Pty Ltd 243,788 0.60% 
20. Guardian Trust Australia Ltd 220,000 0.54%

Shareholder Information 
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Converting Preference Shareholders Number of Converting % of Preference Share
Preference  Shares Issued Capital

1. Rubicon Nominees Pty Ltd 694,430 4.79% 
2. Argo Investments Limited 574,319 3.96% 
3. RBC Global Services Australia Nominees Pty Limited 562,570 3.88% 
4. Berger Equities Pty Ltd 551,397 3.80% 
5. Australian United Investment Company Limited 550,000 3.79% 
6. Mr Franciszek Wilczynski and Mrs Luba Wilczynski 430,000 2.97% 
7. National Nominees Limited  340,883 2.35% 
8. Berne No.132 Nominees Pty Ltd 330,966 2.28% 
9. General Packaging Pty Ltd 304,200 2.10% 
10. Milton Corporation Limited  300,000 2.07% 
11. Choiseul Investments Limited 250,000 1.72% 
12. Lotted Pty Ltd 204,733 1.41% 
13. New Prophet Capital Partners Pty Ltd 197,035 1.36% 
14. McNeil Nominees Pty Ltd 190,910 1.32% 
15. Dynamic Press Investments Pty Ltd 180,614 1.25% 
16. Diversified United Investment Ltd 175,000 1.21% 
17. Tower Trust Limited 173,730 1.20% 
18. Mr Charles Gilbert Farer-Hickey and Mr Claude Farer-Hickey 171,910 1.19% 
19. Mr Gabriel Berger 142,121 0.98% 
20. Bounty Investments Limited 126,550 0.87% 

Shareholder Information continued
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This statement outlines the main corporate governance practices in place during the financial year, which comply with the 
ASX Corporate Governance Council recommendations, unless otherwise stated.

Board of Directors and its Committees

The Board of Directors is responsible for setting the strategic direction and monitoring the business and affairs of the economic
entity, on behalf of the shareholders by whom they are elected and to whom they are accountable.

Board Responsibilities

The Board seeks to identify the expectations of the shareholders, as well as other regulatory and ethical expectations and
obligations. In addition, the Board is responsible for identifying areas of significant business risk and ensuring arrangements
are in place to adequately manage those risks. The Board seeks to discharge these responsibilities in a number of ways.

The responsibility for the operation and administration of the economic entity is delegated by the Board to the Chief Executive
Officer and the Executive team. The Board ensures that this team is appropriately qualified and experienced to discharge their
responsibilities and has in place procedures to assess the performance of the Chief Executive and the Executive team.

The Board is responsible for ensuring that management’s objectives and activities are aligned with the expectations and 
risks identified by the Board. The Board has a number of mechanisms in place to ensure this is achieved. In addition to the
establishment of the committees referred to below, these mechanisms include the following:

• Board approval of a strategic plan designed to meet shareholder’s needs and manage business risk;

• the strategic plan is a dynamic document and the Board is actively involved in developing and approving initiatives and
strategies designed to ensure the continued growth and success of the entity;

• implementation of operating plans and budgets by management and Board monitoring of progress against budget – this
includes the establishment and monitoring of key performance indicators (both financial and non-financial) for all significant
business processes; and

• regular reporting on environmental issues, occupational health and safety; and the review and approval of acquisitions and
disposals of businesses and assets, and the approval of contracts and financing arrangements within defined limits.

Composition of the Board

The members of the Board, and the capacities in which they serve, are set out on page 10 of this Annual Report. Each
Director’s appointment to the Board is subject to re-election every three years.

Whilst there is not a formally constituted nomination committee, the Remuneration Committee reviews the performance 
of individual Directors at least annually. There is a policy in place to ensure that the members of the Board between them 
possess an appropriate mix of skills and experience, for the areas of business that the entity is involved with. Each member 
is expected to bring both specific skills as well as broad business experience. It is a policy of the economic entity that the
Chairman of the Board of Directors must be an independent Non-executive Director.

The current composition of the Board is as follows:

Mr G van Wyngen (Chairman) Independent Non-executive Director
Mr P Reilly Independent Non-executive Director
Mr D Lea Non-executive Director
Mr S Rosman Non-executive Director
Mr B Cassell Executive Director
Mr D Goodrem Executive Director 

Whilst a majority of Non-executive Directors exists, independent Non-executive Directors are currently less than 50 per cent 
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 majority independent Directors in place. There are enough Directors 
to serve on the two sub-committees without overburdening or making it difficult for them to discharge their responsibilities.

Corporate Governance Statement
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An independent Director is a Director who is not a member of management (a Non-executive Director) and who:

• is not a substantial shareholder of the Company or an officer of, or otherwise associated, directly or indirectly, with 
a substantial shareholder of the Company;

• has not within the last three years been employed in an Executive capacity by the Company or another group member, or
been a Director after ceasing to hold any such employment;

• is not a significant supplier or customer of the Company or another group member other than as a Director of the
Company; and

• is free from any interest and any business or other relationship which could, or could reasonably be perceived to, materially
interfere with the Director’s ability to act in the best interests of the Company.

Conflicts of Interest

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 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; and

• 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 External Directors, Executive Directors and Management who directly report
to the Chief Executive Officer, the Chief Operating Officer and the New Zealand General Manager. 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.

Remuneration Committee

The Remuneration Committee reviews and makes recommendations to the Board on remuneration packages and policies
applicable to the Chief Executive Officer, Senior Executives and Directors themselves. It evaluates the performance of the
Chief Executive Officer 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.

The members of the remuneration committee throughout the year were:

Mr G van Wyngen (Chairman) Independent Non-executive Director
Mr P Reilly Independent Non-executive Director
Mr DG Lea Non-executive Director

The Chief Executive Officer is invited to Remuneration Committee meetings as required to discuss Senior Executives’
performance and remuneration packages.

Corporate Governance Statement continued

42 CPI Group Limited and Controlled Entities – Annual Report 2003



The Remuneration Committee meets twice a year and as required. The Committee met three times during the year.

Details of Directors’ remuneration is set out in the Directors’ Report and Note 29 to the financial statements. Non-executive
Directors do not receive options or bonuses, and retirement benefits are limited to statutory superannuation obligations.

Audit Committee

The Board has established an Audit Committee with a documented Charter approved by the Board. 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.

The members of the audit committee throughout the year were:

Mr P Reilly (Chairman) Independent Non-executive Director
Mr G van Wyngen Independent Non-executive Director

The external auditors, Chief Executive Officer and Chief Financial Officer are invited to audit committee meetings at the 
discretion of the Committee. The Committee met twice during the year. The Audit Committee intends for the 2004 financial
reporting period to have the external auditor meet at least twice per annum with the Audit Committee without management
being present. The external auditor will also be provided with the opportunity, at their request, to meet with the Board of
Directors without management being present.

The responsibilities of the Audit Committee include:

• reviewing the annual and half-year financial reports and other financial information distributed externally, including 
new accounting policies to ensure compliance with Australian Accounting Standards 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; and

• addressing any matters outstanding with auditors, Australian Taxation Office, Australian Securities and Investments
Commission, ASX and financial institutions.

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

• 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; and

- to recommend Board approval of these documents.

• 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; and

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

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

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.
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Business Risk Management

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 35 to the financial statements. 

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; and

• business transactions are properly authorised and executed.

During the course of the 2004 financial year, the Group will undertake a detailed review of its risk management practices
including but not limited to the following areas:

• Occupational Health and Safety;

• property; and

• financial reporting and internal control.

At the end of the review, the Board will seek to adopt the findings of the review to augment the current risk management 
procedures. It is envisaged that this could entail the development of integrated risk management programs aimed at ensuring
risks are identified, assessed and appropriately managed.

Ethical Standards

The consolidated entity has advised each Director, manager and employee of the ethical standards by which they must 
conduct themselves. These standards are 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 consolidated entity. Every employee has a nominated supervisor to whom
they may refer any issues arising from their employment. The manual is reviewed regularly by the Board and processes 
are in place to promote and communicate these policies.

The Role 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; and

• 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 consolidated entity’s internet website 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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