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CPI believes that protecting the 
environment is everybody’s business and 
is committed to the best practice possible 
for minimising environmental impact 
within our industry. 

Dedicated 
to a sustainable future
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Environmental Management

Environmental management is a core issue for 
many organisations. CPI believes that protecting 
the environment is everybody’s business and is 
committed to the best practice possible for minimising 
environmental impact within our industry. By making 
considered choices we aim to form partnerships with like 
minded groups in order to meet our corporate and social 
responsibilities to employees, customers, stakeholders 
and the community at large. 

Our Position

The position we have taken at CPI is to go beyond 
minimum compliance regulations set out in international 
environmental legislation and to actively explore, create 
and implement ways to prevent pollution and to conserve 
natural resources. By making informed and considered 
choices CPI aims to reduce the amount of wastage 
produced, increase the amount of wastage recycled 
and to reduce the amount of wastage sent to landfill.

The Eco Management and Audit Scheme

As a result of our commitment to the environment we 
have recognised and embraced the practices of The 
Eco Management Audit Scheme, EMAS, a voluntary 
initiative established in Europe designed to improve 
companies’ environmental performance. Voluntary 
participants in EMAS have their public environmental 
performance statement audited by independent 
environmental verifiers for accuracy and reliability. 
Businesses that have adopted EMAS best practice 
of minimising waste, reducing energy consumption 
and making more efficient use of resources have the 

opportunity to create cost savings providing a financial 
benefit to the organisation and ultimately the end user 
while at the same time protecting the environment, 
a win/win situation. As part of CPI’s commitment 
to developing a Green Purchasing Policy with all our 
suppliers in order to promote environmental quality, 
economic prosperity and social equity we are actively 
engaged in purchasing paper from EMAS accredited 
mills, an accreditation that brings with it a rigorous 
assessment in meeting environmental standards. Our 
aim is to encourage sustainable development to our 
employees, contractors, suppliers and the community.

Responsibility

At CPI we believe the future and sustainability of  
industry depends on responsible corporate citizens.  
By embedding this ethos of responsibility throughout  
all tiers of organisations, caring for the environment 
while using it, becomes second nature. Our commitment 
is to managing our environmental impacts, to go beyond 
the requirements of basic compliance and to build 
relationships, inside and outside our organisation,  
with like minded citizens in order to protect and 
enhance the environment. The CPI Group is actively 
aware of its Corporate and Social Responsibility to 
its employees, customers and stakeholders. We 
believe that protecting the environment should be 
everybody’s business, and thus, CPI Group has taken 
steps to actively pursue an environmental policy that 
goes beyond regulatory compliance and international 
environmental standards for the benefit of all.
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Our board of directors

1. �Mr Gerry van Wyngen  
Age 64 
Non Executive Chairman
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Age 56 
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Chief Financial Officer & 
Company Secretary

5. �Mr Peter Thomas Reilly 
Age 55 
Non Executive Director

6. �Mr David Gordon Bull 
Age 35 
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The Directors present their report together with the  
financial report of CPI Group Limited (parent entity) and  
of the economic entity for the year ended 30 June 2007.

Directors

The Directors of the parent entity in office during or since 
the end of the financial year are:

Mr Gerry van Wyngen	 Chairman 

Mr Bernard Philip Cassell	 Managing Director

Mr Denis William Goodrem	 Executive Director

Mr Peter Thomas Reilly	 Non-executive Director

Mr David Gordon Bull	 Executive Director 

Mr Jason Ters	� Non-executive  
Director (resigned  
29 November 2006)

Mr Darryl Abotomey	� Non-executive  
Director (appointed  
14 February 2007)

Details of the qualifications, experience and special 
responsibilities of the Directors and details of the  
Directors’ beneficial shareholdings in CPI Group Limited  
are set out on subsequent pages of this report.

Principal Activity

The principal activities of the economic entity during  
the year comprised the sale and distribution of paper 
products, the sale of printing equipment and ink  
products to the commercial offset printing industry.

Results

The consolidated loss of the economic entity for the year 
was $4.2 million after income tax.

Dividend Paid or Proposed

There were no dividends paid or proposed by the  
parent entity since the end of the previous financial year.

Directors Review of Operations

The global paper industry remains highly competitive with 
significant excess capacity leading to depressed pricing. 
Locally, this situation is exacerbated by recent entrants  
into paper merchanting as well as a customer base that  
is consolidating at a rapid pace. Both developments 
combined with a strong Australian dollar are adding  
further downward pressure on paper prices.

Cashflows from operations were once again positive, even 
after payments made towards a legal judgement awarded 
against the group during the year. The economic entity 

expensed $5.7 million pursuant to the judgement and  
has appealed the decision. The outcome of the appeal  
is expected in the first half of the 2007/08 financial year.

Sales of capital equipment and inks delivered a solid result 
in those areas.

Financial Position

�The net assets of the economic entity have fallen from $54.8 
million as at 30 June 2006 to $48.4 million as at 30 June 
2007. The decline has been due to the following factors:

•	Net loss for the group of $4.2 million; and 

•	�An adverse movement in Foreign Currency Reserves  
of $2.2 million 

�The Net loss for the group was caused in large part by  
a $5.7 million expense pursuant to a legal judgement 
referred to above as well as other non recurring expenses 
incurred outside of the normal operating activities of the 
economic entity. 

�The adverse Foreign Currency Reserve movement was due 
primarily to the requirement to revalue the group’s cashflow 
hedges to the respective spot rates as at 30 June 2007. 
Notwithstanding that many of these contracts settle well into 
the new financial year, the difference between the forward and 
spot rates are reflected in the Cash Flow Hedge Reserve.

�The group’s level of underlying net debt, represented by the 
gross debt less cash and cash equivalents, fell as a result of 
positive operating cashflows and is summarised as follows:

			   June 2007	 June 2006

Cash and cash equivalents 	 9.7	 21.5
Borrowings	 (31.5)	 (44.6)

Net Debt	 (21.8)	 (23.1)

Significant Changes in the State of Affairs

�There were no significant changes in the state of affairs  
of the economic entity not already discussed above or in 
other sections of the Report.

Events Subsequent to Balance Date

�No matters or circumstances have arisen since the end 
of the financial year which significantly affected or may 
significantly affect the operations of the economic entity,  
the results of those operations, or the state of affairs  
of the economic entity in future financial years.

Future Developments, Prospects and Business Strategies

The economic entity will continue to pursue its objective of 
increasing the profitability and market share of its business in 
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in the future. This will include initiatives to grow the  
current sales of paper products, printing equipment  
and ink products.

Information as to likely developments, future prospects  
and business strategies of the operations of the economic 
entity and the expected results of those operations have 
not been included in this report as the Directors believe,  
on reasonable grounds, that the inclusion of such 
information would be likely to result in unreasonable 
prejudice to the economic entity.

CPI Group continues to examine its activities and 
opportunities to improve its performance and financial 
stability so as to deliver value to its shareholders. The 
paper industry remains extremely competitive in particular 
in Australia, with robust competition and low selling prices. 
Globally, the industry is fragmented and there remains a 
need for industry consolidation.

Proceedings on Behalf of Company

No person has applied for leave of Court to bring 
proceedings on behalf of the company or intervene in 
any proceedings to which the company is a party for the 
purpose of taking responsibility on behalf of the company 
for all or any part of those proceedings.

The company was not a party to any such proceedings 
during the year.

Environment Regulation Performance

The consolidated entity’s operations are subject to certain 
environmental regulation under a law of the Commonwealth 
or of a State. The consolidated entity is not aware of any 
significant breaches of environmental regulation during  
the financial year. 

Information on Directors

Mr Gerry van Wyngen (Age 64) 
Non-executive Chairman

Mr van Wyngen was previously a non-executive director 
during the period 1992 – 1997 and rejoined the Board 
as chairman in February 2002. Mr van Wyngen is an 
investment banker and is principal of Gerry van Wyngen  
& Associates. His experience includes chief executive  
of a number of merchant banks, and director of a number  
of public companies, both domestic and international. 

Special Responsibilities

Mr van Wyngen is a member of both the audit and 
remuneration sub-committees.

Mr Bernard Philip Cassell (Age 56) 
Executive Director & Managing Director

A Fellow of the Institute of Chartered Accountants in 
England and Wales, Mr Cassell worked for 12 years within 
the chartered accountancy profession before moving into 
the industry. He has 24 years experience in the paper 
industry, 23 years of which are with the economic entity. 
He has been a director since 1992 and was appointed 
Managing Director on 5 September, 2003.

Mr Denis William Goodrem (Age 56)  
Executive Director

Mr Goodrem has 35 years experience in the paper 
merchandising industry and was a co-founder of the 
economic entity’s operations in New South Wales in 1981. 
He is currently the primary director responsible for supplier 
discussions. He has been a director since 1985.

Mr Peter Thomas Reilly (Age 55) 
Non-executive Director

Mr Reilly joined the Board as a non-executive director in 
February 2002. Mr Reilly has a Bachelor of Business in 
Accounting and is an Associate of the Institute of Chartered 
Accountants in Australia. Mr Reilly has over 30 years of 
commercial experience in executive roles. Mr Reilly is a  
non-executive director of Acumentum Pty Ltd and 
Residential Aged Services Pty Ltd.

Directorship of other listed entities - current 

-	 Tolhurst Noall Group Limited since 21 April 2005 
-	 Concentrated Capital Limited since 30 June 2003

Special Responsibilities

Mr Reilly is chairman of the remuneration sub-committee 
and a member of the audit sub-committee.

Mr David Gordon Bull (Age 35) 
Executive Director

Mr Bull is responsible for the economic entity’s sales  
and marketing activities. He has been an employee of  
the economic entity since 1990, when he joined as a cadet 
in the New South Wales operations. Following a significant 
tenure as the economic entity’s group sales manager, Mr 
Bull joined the Board in May 2005 as an Executive Director.

Mr Jason Ters (Age 33) 
Non Executive Director  
(Resigned 29 November 2006)

Mr Ters brought with him his experience as an Investment 
Manager for Guiness Peat Group (Australia) Pty Limited,  
a position he has held since 1999.

Mr Ters is also an alternate director of Australian Wealth 
Management Limited.
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Mr Darryl Abotomey (Age 51) 
Non Executive Director  
(Appointed 14 February 2007)

Mr Abotomey has over 26 years experience in the paper 
industry, predominantly with the Amcor and PaperlinX 
groups, having held a number of senior executive roles, 
including six years as Finance Director of PaperlinX.  
Mr Abotomey has significant experience with businesses  
in Australia, North America and Europe. Mr Abotomey  
holds a Bachelor of Commerce Degree, is a Fellow of the  
Australian Society of CPA’s, a member of the Institute 
of Company Directors and is a Director of Repco Group 
Holdings Pty Ltd.

Mr Abotomey is Chairman of the Audit Committee and  
a member of the Remuneration Committee.

Information on the Company Secretary

Mr Birol Akdogan held the position of company secretary 
at the end of the financial year. He is a Chartered 
Accountant and holds Bachelor of Commerce and Master 
of Business Administration degrees from The University 
of Melbourne. He is also the chief financial officer for the 
group, having held both positions since November 2001. 
Mr Akdogan has been an employee of the economic entity 
since 1994, holding finance and accounting roles during 
that time. He previously worked for four years in the 
Chartered Accountancy Profession. 

Directors’ Meetings

During the year, the parent entity held 13 meetings of Directors. The names of Directors and members of Committees  
of the Board are outlined below. The attendance of the Directors at meetings of the Board and of its Committees was:

			   Meetings of Directors	
			   of the Parent Company 	 Audit Committee 	 Remuneration Committee	

			    	 Number of	  	  Number of	  	  Number of 
			   Eligible to	  Meetings 	 Eligible to	  Meetings	  Eligible to	  Meetings 
Director	 Attend 	 Attended	 Attend 	 Attended 	 Attend	  Attended

G. van Wyngen	 13 	 13 	 2 	 2 	 3 	 3

B.P. Cassell	 13 	 13 	 - 	 - 	 - 	 -

D.W. Goodrem	 13 	 13 	 - 	 - 	 - 	 -

P. T. Reilly	 13 	 13 	 2 	 2 	 3 	 3

D.G. Bull	  13 	 13 	 - 	 - 	 - 	 -

J. Ters	 5 	 5 	 1 	 1 	 1 	 1

D. Abotomey	 5	 5	 -	 -	 1	 1

As at the date of this Directors’ Report, the parent entity has an appointed audit committee of the Board of Directors, 
chaired by Mr Abotomey and a remuneration committee of which Mr P. Reilly is Chairman.

Indemnification of Officers

During the financial year, CPI Group Limited paid an insurance premium of $51,797 in respect of a contract insuring  
each of the Directors of the parent entity named earlier in this report and each Executive Officer and Director of controlled 
entities, against all liabilities and expenses arising as a result of work performed in their respective capacities, to the 
extent permitted by law.

In addition, an indemnity agreement exists between CPI Group Limited and each of the Directors and Secretary of the 
parent entity named earlier in this report and with each Executive Officer and Director of all controlled entities. Under the 
agreement, the parent entity has agreed to indemnify these officers against any claim or for any expenses or costs that 
may arise as a result of work performed in their respective capacities.

Directors’ Report (continued)
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Remuneration Report

�This report details the nature and amount of remuneration 
for each director of CPI Group Limited, and for the 
Executive.

Remuneration Policy

�The remuneration policy of CPI Group Limited has been 
designed to align director and executive objectives with 
shareholder and business objectives by providing a fixed 
remuneration component and offering specific long-term 
incentives based on key performance areas affecting the 
economic entity’s financial results. The Board of CPI Group 
Limited believes the remuneration policy to be appropriate 
and effective in its ability to attract and retain the best 
executives and directors to run and manage the economic 
entity, as well as goal congruence between directors, 
executives and shareholders.

�The Board’s policy for determining the nature and amount 
of remuneration for Board members and senior executives 
of the economic entity is as follows:

•	� The remuneration policy, setting the terms and conditions 
for the executive directors and other senior executives, 
was developed by the remuneration committee and 
approved by the Board after seeking professional advice 
from independent external consultants. All executives 
receive a base salary (which is based on factors such 
as length of service and experience), superannuation, 
fringe benefits and performance incentives, which may 
or may not include options. The remuneration committee 
reviews executive packages annually by reference to the 
economic entity’s performance, executive performance 
and comparable information from industry sectors and 
other listed companies in similar industries. 

•	� The performance of executive directors and executives 
is measured against criteria agreed annually with each 
executive and is based predominantly on the forecast 
growth of the economic entity’s profits and shareholders’ 
value. All bonuses and incentives payable to certain 
executive directors must be linked to predetermined 
performance criteria. The Board may, however, exercise 
its discretion in relation to approving incentives, bonuses 
and options, and can recommend changes to the 
committee’s recommendations. 

•	� Executives are also invited to participate in the employee 
share and option arrangements from time to time.

•	� The executive directors and executives receive a 
superannuation guarantee contribution required by the 

government, which is currently 9%, and do not receive 
any other retirement benefits. Some individuals, however, 
may choose to sacrifice part of their salary to increase 
payments towards superannuation.

•	� All remuneration paid to directors and executives  
is valued at the cost to the company and expensed.  
Options are valued using the Black-Scholes methodology.

•	� The Board’s policy is to remunerate non-executive  
directors at market rates for comparable companies for 
time, commitment and responsibilities. The remuneration 
committee determines payments to the non-executive 
directors and reviews their remuneration annually, 
based on market practice, duties and accountability. 
Independent external advice is sought when required. 
The maximum aggregate amount of fees that can be 
paid to non-executive directors is subject to approval by 
shareholders at the Annual General Meeting. Fees for 
non-executive directors are not linked to the performance 
of the economic entity. 

Performance Based Remuneration

�As part of each executive director and executive 
remuneration package there is a performance-based 
component. This is to facilitate goal congruence between 
remuneration of directors/executives with that of the 
business and shareholders. The Remuneration Committee 
reviews the performance-based components of executive 
director and executive remuneration annually, making 
recommendations to the Board where appropriate.

�The performance based components of Mr Cassell and 
Mr Goodrem are formalised in pre-determined criteria that 
incorporates certain key performance indicators (KPI’s).  
The KPI’s are set annually, with a certain level of consultation 
with directors/executives to ensure buy-in. The measures 
are specifically tailored to the areas each director/executive 
is involved in and has a level of control over. The KPI’s target 
areas the Board believes hold greater potential for group 
expansion and profit, covering financial and non-financial  
as well as short and long-term goals.

�Performance in relation to the KPI’s is assessed annually, 
with bonuses being awarded depending on the number 
and deemed difficulty of the KPI’s achieved. Following the 
assessment, the KPI’s are reviewed by the remuneration 
committee in light of the desired and actual outcomes,  
and their efficiency is assessed in relation to the group’s 
goals and shareholder wealth, before the KPI’s are set  
for the following year.
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Company Performance, Shareholder Wealth  
and Directors’ and Executives’ Remuneration

The remuneration policy has been tailored to increase  
goal congruence between shareholders and directors  
and executives. There have been two methods applied  
in achieving this aim, the first being a performance based 
bonus, and the second being the issue of options to 
executives to encourage the alignment of personal  
and shareholder interests. 

�Given the significant changes and challenges faced by  
the group over the last four years, any attempt to link 
this policy to the shareholder wealth and performance 
of the economic entity over that time is not considered 
meaningful. During the last six years, the group has not 
declared any ordinary dividends as a result of the ongoing 
trading difficulties encountered by the group. The share 
price has fluctuated significantly over that period and was 
trading at a considerable discount to net tangible assets  
at the date of this report.

�In prior years, shares issued to former employees were 
bought back via an off market transfer, at their original 
issue price. Their buy back prices were higher than the 
price at which shares were being traded at that time,  
which is in accordance with the rules of the Employee 
Share Purchase Plan. 

�Options Issued as Part of Remuneration  
for the Year Ended 30 June 2007

�No options have been issued to directors and executives 
during the year ended 30 June 2007.

�Employment Contracts of  
Directors and Senior Executives

�Mr Cassell and Mr Goodrem, both executive directors, are 
employed under fixed three-year contracts of employment 
(“the Contracts”), which commenced on 1 July 2003 and 
expired on 30 June 2006. The Service Agreements expired 
on 30 June 2006 and have each been extended on a rolling 
12 month basis until terminated by the Company or the 
Executive in accordance with the terms outlined above.  
All other terms and conditions remain unchanged.

�Mr Bull, an executive director, is entitled to termination 
payments in accordance with the CPI staff handbook,  
such that in the event of a retrenchment or redundancy  
and upon 1 months written notice he is entitled to three 
weeks termination pay for every year of service capped at  
a maximum of 12 months total remuneration, plus statutory 
leave entitlements upon providing 1 month’s written notice. 

Mr Akdogan’s employment conditions are formalised in  
a letter of employment. In the event of a retrenchment or 
redundancy and upon the provision of three months written 
notice, Mr Akdogan is entitled to three weeks termination 
pay for every year of service capped at a maximum of  
12 months total remuneration plus statutory  
leave entitlements.

�Notice Periods and termination  
payments payable under the Contracts  
for Mr Cassell and Mr Goodrem

The employment contracts for Mr Cassell and Mr Goodrem 
may be terminated in any of the following circumstances:

(i) �immediately by written notice from the Company to  
the Executive upon the occurrence of any of a number 
of specified events in which case the Executive receives 
any unpaid remuneration, pay in lieu of any annual 
leave entitlement, pay in lieu of any long service leave 
entitlement and any other benefits due to the Executive 
pursuant to any share plan or other relevant plan 
established by the Company (collectively ‘the Base 
Payment’);

(ii) �upon not less than 12 months prior written notice 
being given by the Company to the Executive or by the 
Executive to the Company in which case the Executive 
will receive the remuneration that would have been paid 
to him for any part of the notice period for which he is 
not employed by the Company plus the Base Payment;

(iii) �by not less than 30 days prior written notice given by 
the Executive to the Company at any time during the 
period within 6 months of a significant diminution or 
significant change lessening the significance or status 
of the employment of the Executive having occurred in 
which case the Executive will receive a payment equal 
to the remuneration that would have been paid to him 
for any part of a period of 12 months plus the stated 
6 month period for which he is not employed by the 
Company together with the Base Payment.

�The Service Agreements expired on 30 June 2006 and 
have each been extended on a rolling 12 month basis until 
terminated by the Company or the Executive in accordance 
with the terms outlined above. All other terms and 
conditions remain unchanged.

All of the payments due to the Executive are expressly 
limited to the maximum amount allowed to be paid under 
the Corporations Act.

Directors’ Report (continued)
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											           Total 
							       Post	 Share			   Remuneration 
							       Employment	 based		  Performance	 Represented 
				   Short-term Benefits			   Benefits	 Payment	 Total	 Related	 by Options

					     Salary,		  Non						       
					     Fees &	 Cash	 Cash		  Superannuation				     
					     Commissions	 Bonus	 Benefits	 Other	 Contribution	 Options			    
2007			  $000s	 $000s	 $000s	 $000s	 $000s	 $000s	 $000s	 %	 %

Mr Gerry van Wyngen	 61	 -	 -	 -	 5	 -	 66	 -	 -

Mr Bernard Philip Cassell	 257	 100	 63	 11	 42	 -	 473	 21.1	 -

Mr Denis William Goodrem	 334	 20	 37	 -	 57	 -	 448	 4.5	 -

Mr David Gordon Bull	 206	 -	 -	 1	 17	 3	 227	 -	 1.3

Mr Peter Thomas Reilly	 42	 -	 -	 -	 4	 -	 46	 -	 -

Mr Jason Ters	 19	 -	 -	 -	 -	 -	 19	 -	 -

Mr Darryl Abotomey	 16	 -	 -	 -	 1	 -	 17	 -	 -

Mr Birol Akdogan	 160	 30	 29	 2	 14	 3	 238	 12.6	 1.3

					   1,095	 150	 129	 14	 140	 6	 1,534

Details of Remuneration for the Year Ended 30 June 2007

The remuneration for each director and the Executive for the consolidated entity receiving the highest remuneration during 
the year was as follows:

Options issued as part of remuneration  
for the year ended 30 June 2007

There were no options issued as part of remuneration 
for the year ended 30 June 2007 to directors or the 
executive.

The Board has responsibility for the strategic direction and 
operational management of the entity. Due to the size and 
nature of operations, the entity has only one executive who 
is also directly accountable and responsible for strategic 
direction and operational management.

Directors Interest in Shares and Options

Directors relevant interest in shares of CPI Group Limited 
or options over shares in the company as at 30 June 
2007 are detailed below:

		  	 Ordinary 	 Un-listed 
Director	 Shares	  Options

Mr Gerry van Wyngen	 -	 -

Mr Bernard Philip Cassell	 716,686	 -

Mr Denis William Goodrem	 3,184,138	 -

Mr David Gordon Bull	 5,000	 100,000

Mr Peter Thomas Reilly	 12,303,143	 -

Mr Jason Ters	 -	 -

Mr Darryl Abotomey	 -	 -

			   16,208,967	 100,000
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Performance Income as a  
Proportion of Total Remuneration

Executive directors and executives are paid performance 
based bonuses based on set monetary figures, rather than 
proportions of their salary. This has led to the proportions 
of remuneration related to performance varying between 
individuals. The remuneration committee has set these 
bonuses to encourage achievement of specific goals that 
have been given a high level of importance in relation to 
the future growth and profitability of the economic entity. 
The remuneration committee will review the performance 
bonuses to gauge their effectiveness against achievement 
of the set KPI’s, and adjust future years’ incentives as 
they see fit, to ensure use of the most cost effective and 
efficient methods.

Directors & Executives Remuneration 

The economic entity has a formally constituted 
remuneration committee that reviews the remuneration 
levels of all Directors and Executives. Remuneration  
is determined as part of an annual performance review, 
having regard to market factors, a performance evaluation 
process and independent remuneration advice. For 
Executive Directors and Officers, remuneration packages 
generally comprise salary, a fully maintained car or 
allowance and superannuation.

The Board meets annually to review its own performance. 
The Chairman also holds individual discussions with 
each Director to discuss their performance. The 
Executive Directors are responsible for the evaluation of 
the performance of all other senior executives. These 
evaluations are based on specific criteria, including 
the company business performance, whether long 
term strategic objectives are being achieved and the 
achievement of individual performance objectives.

Details of Directors and Executives remunerations and 
shareholdings are disclosed in Note 26 Key Management 
Personnel Compensation.

Non-audit Services

The Board of Directors, in accordance with advice from the 
audit committee, is satisfied that the provision of non-audit 
services during the year is compatible with the general 
standard of independence for auditors imposed by the 
Corporations Act 2001. The directors are satisfied that the 
services disclosed below did not compromise the external 
auditor’s independence for the following reasons:

	 • �all non-audit services are reviewed by the audit 
committee to ensure they do not adversely affect the 
integrity and objectivity of the auditor; and

	 • �the nature of the services provided do not 
compromise any applicable code of professional 
conduct as per Corporations Act 2001 s307C.

The following fees for non-audit services were paid/
payable to the external auditors during the year ended  
30 June 2007:

	 2007	 2006

Tax	 -	 25,044

Other assurance services	 7,840	 35,945

	 7,840	 60,989

Auditors’ Independence Declaration

The auditor’s independence declaration for the year  
ended 30 June 2007 has been received and can be  
found following this directors’ report.

Rounding of Amounts

The parent entity is of the kind referred to in Australian 
Securities and Investment Commission class order 
98/100. In accordance with that class order, amounts  
in this report and the accompanying financial statements 
have been rounded to the nearest thousand dollars, 
unless otherwise indicated.

This report is made in accordance with a resolution of the 
Board of Directors on 21st day of September 2007 and is 
signed for and on behalf of the Directors.

D. Goodrem 
Director 
Melbourne

B. P. Cassell 
Managing Director 
Melbourne

Directors’ Report (continued)
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I declare that, in relation to the independent audit for the year ended 30 June 2007, to the best of my 
knowledge and belief there have been:

i.	� no contraventions of the auditors independence requirements as set out in the Corporations Act 2001 
in relation to the audit; and

ii.	no contraventions of any applicable code of professional conduct in relation to the audit.

Pitcher Partners

D.A. Knowles 
Partner

Melbourne, Victoria

21 September, 2007

Auditors’ Independence Declaration  
Under Section 307c of the Corporations Act 2001  
to the Directors of CPI Group Limited
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			   Consolidated	 Parent

				    2007	 2006	 2007	 2006 
			   Note	 $000s	 $000s	 $000s	 $000s

Sales revenue	 2(a)	 317,394	 321,770	 -	 -

Cost of sales		  (267,955)	 (273,168)	 -	 -

Gross margin		  49,439	 48,602	 -	 -

Other revenue					   

	 Other	 2(a)	 157	 3,641	 -	 -

				    157	 3,641	 -	 -

	 Distribution expenses		  (18,338)	 (18,550)	 -	 -

	 Selling and marketing expenses		  (16,442)	 (15,880)	 -	 -

	 Administration expenses		  (11,328)	 (11,037)	 -	 -

	 Legal settlement	 2(c)	 (5,700)	 -	 -	 -

	 Employee redundancies	 2(c)	 (218)	 (82) 	 -	 -

	 Provision for (write down)/reversal of Inter-company Loan	 2(c)	 -	 -	 (6,383)	 1,862

	 Loss relating to sale of non-current assets	 2(b)	 (14)	 (10)	 -	 -

	 Employee share options	 2(b)	 (8)	 (5)	 (8)	 (5)

	 Other expenses		  (67)	 (669)	 -	 -

	� Share of Profits of associates/partnerships  
accounted for using the equity method.		  -	 313	 -	 -

Profit / (Loss) before finance costs and income tax expense		  (2,519)	 6,323	 (6,391)	 1,857

	 Finance costs	 2(b)	 (1,612)	 (2,198)	 -	 -

Profit / (Loss) before income tax expense		  (4,131)	 4,125	 (6,391)	 1,857

	 Income tax expense 	 4	 (85)	 (170)	 -	 -

Net Profit / (Loss)		  (4,216)	 3,955	 (6,391)	 1,857

Basic earnings / (loss) per share	 27	 (6.7)	 6.3

Diluted earnings / (loss) per share	 27	 (6.7)	 6.3

The accompanying notes form an integral part of this Consolidated Income Statement.

CPI Group Limited and Controlled Entities
Consolidated Income Statement
for the Year Ended 30 June 2007
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			   Consolidated	 Parent

				    2007	 2006	 2007	 2006 
			   Note	 $000s	 $000s	 $000s	 $000s

CURRENT ASSETS					   

Cash and cash equivalents	 6	 9,679	 21,499	 -	 -

Receivables	 7	 86,447	 70,436	 28,361	 34,744

Inventories	 8	 49,492	 52,169	 -	 -

Other current assets	 9	 2,042	 2,822	 -	 -

TOTAL CURRENT ASSETS		  147,660	 146,926	 28,361	 34,744

NON-CURRENT ASSETS					   

Receivables	 10	 378	 378	 378	 378

Other financial assets	 11	 -	 -	 40,108	 40,108

Property, plant & equipment	 12	 5,078	 5,280	 -	 -

TOTAL NON-CURRENT ASSETS		  5,456	 5,658	 40,486	 40,486

TOTAL ASSETS		  153,116	 152,584	 68,847	 75,230

CURRENT LIABILITIES					   

Payables	 13	 66,456	 47,797	 -	 -

Short-term borrowings	 14	 30,904	 44,501	 20,451	 20,451

Provisions	 15	 6,504	 5,202	 1	 1

TOTAL CURRENT LIABILITIES		  103,864	 97,500	 20,452	 20,452

NON-CURRENT LIABILITIES					   

Long-term borrowings	 16	 634	 53	 -	 -

Provisions	 17	 223	 253	 -	 -

TOTAL NON-CURRENT LIABILITIES		  857	 306	 -	 -

TOTAL LIABILITIES		  104,721	 97,806	 20,452	 20,452

NET ASSETS		  48,395	 54,778	 48,395	 54,778

EQUITY					   

Contributed equity	 18	 82,325	 82,325	 82,325	 82,325

Reserves	 19	 (4,164)	 (1,997)	 23 	 15

Accumulated losses	 20	 (29,766)	 (25,550)	 (33,953)	 (27,562)

TOTAL EQUITY		  48,395	 54,778	 48,395	 54,778

The accompanying notes form an integral part of this Consolidated Balance Sheet.

CPI Group Limited and Controlled Entities
Consolidated Balance Sheet
as at 30 June 2007
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			   Consolidated	 Parent

				    2007	 2006	 2007	 2006 
			   Note	 $000s	 $000s	 $000s	 $000s

Cash Flows From Operating Activities					   

Receipts from customers		  335,200	 354,361	 -	 -

Payments to suppliers and employees		  (330,588)	 (346,674)	 -	 -

Interest received		  -	 23	 -	 -

Borrowing costs		  (1,612)	 (2,198)	 -	 -

Income tax paid		  (85)	 (94)	 -	 -

Net operating cash flows	 28(b)	 2,915	 5,418	 -	 -

Cash Flows From Investing Activities					   

Payments for plant and equipment	 12(b)	 (1,106)	 (377)	 -	 -

Proceeds from sale of plant and equipment		  18	 124	 -	 -

Proceeds from sale of equity investments		  -	 9,465	 -	 -

Net investing cash flows		  (1,088)	 9,212	 -	 -

Cash Flows From Financing Activities					   

Repayments of borrowings		  (13,704)	 (2,745)	 -	 -

Receipts from (repayment of) leases		  683	 (45)	 -	 -

Net financing cash flows		  (13,021)	 (2,790)	 -	 -

Net increase/(decrease) in cash and cash equivalents held		  (11,194)	 11,840	 -	 -

Cash and cash equivalents at the beginning of the year		  21,499	 9,072	 (20,451)	 (20,451)

Effects of exchange rate changes on the balances  
of cash and cash equivalents held in foreign currencies		  (626)	 587	 -	 -

Cash and cash equivalents at the end of the year	 28(a)	 9,679	 21,499	 (20,451)	 (20,451)

					   

					   

The accompanying notes form an integral part of this Consolidated Statement of Cash Flows.

CPI Group Limited and Controlled Entities
Consolidated Statement of Cash Flows
for the Year Ended 30 June 2007
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			   Consolidated	 Parent

				    2007	 2006	 2007	 2006 
			   Note	 $000s	 $000s	 $000s	 $000s

TOTAL EQUITY AT THE BEGINNING OF THE YEAR		  54,778	 52,916	 54,778	 52,916

					   

Exchange differences on translation of foreign operations	 19(a)	 1,920	 (1,826)	 -	 -

Cash flow hedges	 19(b)	 (4,095)	 (272)	 -	 -

Employee share options	 19(c)	 8	 5	 8	 5

Net income recognised directly in equity		  (2,167)	 (2,093)	 8	 5

Profit/(loss) for the year		  (4,216)	 3,955	 (6,391)	 1,857

Total recognised income and expense for the period		  (6,383)	 1,862	 (6,383)	 1,862

TOTAL EQUITY AT THE END OF THE YEAR		  48,395	 54,778	 48,395	 54,778

The accompanying notes form an integral part of this Consolidated Statement of Changes in Equity.

CPI Group Limited and Controlled Entities
Consolidated Statement of Changes in Equity
for the Year Ended 30 June 2007
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This financial report is a general purpose financial report that has 
been prepared in accordance with Australian Accounting Standards, 
Urgent Issues Group Interpretations and other authoritative 
pronouncements of the Australian Accounting Standards Board  
and the Corporations Act 2001.

The financial report covers CPI Group Ltd as an individual parent 
entity and CPI Group Ltd and controlled entities as a consolidated 
entity. CPI Group Ltd is a company limited by shares, incorporated 
and domiciled in Australia. 

The following is a summary of material accounting policies adopted 
by the consolidated entity in the preparation and presentation of 
the financial report. The accounting policies have been consistently 
applied, unless otherwise stated. 

(a) Basis of Accounting

The financial report of CPI Group Ltd and controlled entities, and 
CPI Group Ltd as an individual parent entity comply with Australian 
equivalents to International Financial Reporting Standards (AIFRS). 
Compliance with AIFRS ensures compliance with International 
Financial Reporting Standards (IFRS).

The financial report has been prepared under the historical cost 
convention, as modified by revaluations to fair value for certain 
classes of assets as described in the accounting policies.

(b) Principles of Consolidation

The consolidated financial statements are those of the 
consolidated entity, comprising the financial statements of the 
parent entity and of all entities, which CPI Group Ltd controlled 
from time to time during the year and at balance date. Details  
of the controlled entities are contained in Note 21.

The financial statements of subsidiaries are prepared for the same 
reporting period as the parent entity, using consistent accounting 
policies. Adjustments are made to bring into line any dissimilar 
accounting policies, which may exist. 

All inter-company balances and transactions, including any 
unrealised profits or losses have been eliminated on consolidation.

(c) Revenue Recognition

Revenue from the sale of goods is recognised when the  
significant risks and rewards of ownership of the goods have 
passed to the buyer and the costs incurred or to be incurred in 
respect of the transaction can be measured reliably. Risks and 
rewards of ownership are considered passed to the buyer at the 
time of delivery of the goods to the customer. Revenue from the 
provision of services to customers is recognised upon delivery  
of the service to the customer. 

Interest revenue is recognised on a proportional basis taking 
into account the interest rates applicable to the financial assets. 
Dividend revenue is recognised when the right to receive a dividend 
has been established. Dividends received from associates and joint 
ventures are accounted for in accordance with the equity method. 

�All revenue is stated net of the amount of goods and services  
tax (GST).

(d) Cash and cash equivalents

�Cash and cash equivalents include cash on hand and at banks, 
short-term deposits with an original maturity of three months or 
less held at call with financial institutions, and bank overdrafts. 
Bank overdrafts are shown within short-term borrowings in current 
liabilities on the balance sheet. 

(e) Inventories

�Inventories are measured at the lower of cost and net realisable 
value. Costs incurred in bringing each product to its present 
location and condition, are accounted for as follows:

•	� Raw materials and consumables: purchase cost on a first in first 
out basis; 

•	� Finished goods and work in progress: cost of direct material and 
labour and a proportion of manufacturing overheads based on 
normal operating capacity.

(f) Property, plant and equipment

Cost and valuation

�Plant and equipment are stated at cost less depreciation and any 
accumulated impairment losses.

�The carrying amount of plant and equipment is reviewed  
for impairment annually by directors for events or changes 
in circumstances that indicate the carrying value may not be 
recoverable. If any such indication exists and where the carrying 
value exceeds the estimated recoverable amount, the assets 
are written down to their recoverable amount where applicable, 
impairment losses are recognised in the income statement in  
the cost of sales line item. 

Depreciation

�The depreciable amounts of fixed assets are depreciated on a 
straight-line or reducing value basis over their estimated useful 
lives commencing from the time the asset is held ready for use. 
Leasehold improvements are depreciated over the shorter of either 
the unexpired period of the lease or the estimated useful lives of 
the improvements. 

The useful lives for each class of assets are:

			   Life	 Method

Plant and Equipment	 3 years to 	 Straight line / 
			   15 years	 reducing value  
				    method 

Leasehold improvements	 9 years to 	 Straight line 
			   15 years

(g) Leases

�Leases are classified at their inception as either operating or 
finance leases based on the economic substance of the agreement 
so as to reflect the risks and benefits incidental to ownership.

Finance Leases

Leases of fixed assets, where substantially all of the risks and 
benefits incidental to ownership of the asset, but not the legal 

Note 1. Summary Of Significant Accounting Policies

CPI Group Limited and Controlled Entities
Notes to and Forming Part of the Financial Statements 
for the Year Ended 30 June 2007
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ownership, are transferred to entities within the consolidated 
entity are classified as finance leases. Finance leases are 
capitalised, recording at the inception of the lease an asset 
and liability equal to the present value of the minimum lease 
payments, and disclosed as plant and equipment under lease.

Leased assets are depreciated over the shorter of the estimated 
useful life of the assets and the lease term. Lease payments are 
allocated between interest expense and reduction of the lease 
liability. The interest expense is calculated using the interest rate 
implicit in the lease and is included in finance costs in the Income 
Statement.

The cost of improvements to or on leasehold property is 
capitalised, disclosed as leasehold improvements, and amortised 
over the unexpired period of the lease or the estimated useful 
lives of the improvements, whichever is the shorter.

Operating Leases

Lease payments for operating leases, where substantially all  
of the risks and benefits remain with the lessor, are charged  
as expenses in the period in which they are incurred. 

(h) Impairment of assets

Assets with an indefinite useful life are not amortised but are 
tested annually for impairment in accordance with AASB 136. 
Assets subject to annual depreciation or amortisation are reviewed 
for impairment whenever events or circumstances arise that 
indicate that the carrying amount of the asset may be impaired. 

An impairment loss is recognised where the carrying amount 
of the asset exceeds its recoverable amount. The recoverable 
amount of an asset is defined as the higher of its fair value less 
costs to sell and value in use.

(i) Taxes

Current income tax expense or revenue is the tax payable on the 
current period’s taxable income based on the applicable income 
tax rate adjusted by changes in deferred tax assets and liabilities. 

A balance sheet approach is adopted under which deferred tax 
assets and liabilities are recognised for temporary differences 
between the tax bases of assets and liabilities and their carrying 
amounts in the financial statements. No deferred tax asset or 
liability is recognised in relation to temporary differences arising 
from the initial recognition of an asset or a liability if they arose in 
a transaction, other than a business combination, that at the time 
of the transaction did not affect either accounting profit or taxable 
profit or loss. 

Deferred tax assets are recognised for temporary differences and 
unused tax losses only when it is probable that future taxable 
amounts will be available to utilise those temporary differences 
and losses. 

Current and deferred tax balances attributable to amounts 
recognised directly in equity are also recognised directly in equity.

Tax Consolidation

The parent entity and its Australian domiciled controlled entities 
have formed an income tax consolidated group under the tax 
consolidation legislation. The parent entity is responsible for 
recognising the current tax liabilities and deferred tax assets 
arising in respect of tax losses for the tax consolidated group.  
The tax consolidated group has also entered a tax funding 
agreement whereby each company in the group contributes  
to the income tax payable in proportion to their contribution  
to the net profit before tax of the tax consolidated group.

(j) Employee Benefits

Liabilities arising in respect of wages and salaries, annual  
leave, sick leave and any other employee benefits expected to be 
settled within twelve months of the reporting date are measured 
at their nominal amounts based on remuneration rates at the 
end of the financial period. All other employee benefit liabilities 
are measured at the present value of the estimated future cash 
outflow to be made in respect of services provided by employees 
up to the reporting date.

Share-based payments

The group operates an employee share option plan and an 
employee share scheme. The bonus element over the exercise 
price for the grant of shares and options is recognised as an 
expense in the Income Statement in the period(s) when the 
benefit is earned. 

The total amount to be expensed over the vesting period is 
determined by reference to the fair value of the options at grant 
date. The fair value of options at grant date is determined using 
the Black-Scholes option pricing model, and is recognised as an 
employee expense over the period during which the employees 
become entitled to the option.

The market value of shares issued to employees for no cash 
consideration under the employee share scheme is recognised as 
an expense when the employees become entitled to the shares.

(k) Financial Risk Management

Derivative financial instruments

Derivative financial instruments may be used by the group from 
time to time to hedge exposure to exchange rate risk associated 
with foreign currency borrowings and interest rate risk associated 
with movements in interest rates which impact on the borrowings 
of the group. Transactions for hedging purposes are undertaken 
without the use of collateral as only reputable institutions with 
sound financial positions are dealt with. 

Forward exchange contracts

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.
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(l) Financial Instruments

Classification

The group classifies its financial instruments in the following 
categories: financial assets at fair value through profit or loss and 
loans and receivables. The classification depends on the purpose 
for which the instruments were acquired. Management determines 
the classification of its instruments at initial recognition.

Financial assets at fair value through profit or loss

Non-listed investments, for which fair value cannot be reliably 
measured, are carried at cost and tested for impairment. 

Loans and Receivables

Loan and receivables are measured at fair value at inception  
and subsequently at amortised cost using the effective interest 
rate method. 

Financial Liabilities

Financial liabilities include trade payables, other creditors and 
loans from third parties including inter-company balances and 
loans from or other amounts due to director-related entities. 

Non-derivative financial liabilities are recognised at amortised cost, 
comprising original debt less principal payments and amortisation. 

Hedge Accounting

Certain derivatives are designated as hedging instruments and are 
further classified as either fair value hedges or cash flow hedges. 

At the inception of each hedging transaction the group documents 
the relationship between the hedging instruments and hedged 
items, its risk management objective and its strategy for 
undertaking the hedge transaction. The group also documents its 
assessment, both at hedge inception and on an ongoing basis, of 
whether the derivatives that are used in hedging transactions have 
been and will continue to be highly effective in offsetting changes 
in fair values or cash flows of hedged items. 

(i) Fair value hedge

Changes in fair value of derivatives that are designated and 
qualified as fair value hedges are recorded in the income 
statement, together with any changes in the fair value of the 
hedged asset or liability that are attributable to the hedged risk.

(ii) Cash flow hedge

�To qualify as a cash flow hedge the underlying transactions 
generating the cash flows must be highly probable. 

�Changes in the fair value of derivatives that are designated and 
qualified as cash flow hedges are recognised in equity in the cash 
flow hedge reserve. This gain or loss is released to profit or loss 
in the same period when the forecast transactions occur, thereby 
mitigating any exchange fluctuations that would have transpired in 
the absence of the hedge. 

(m) Foreign Currencies

Functional and presentation currency

�The financial statements of each group entity are measured 
using its functional currency, which is the currency of the primary

�economic environment in which that entity operates. The 
consolidated financial statements are presented in Australian 
dollars, as this is the parent entity’s functional and presentation 
currency. 

Transactions and Balances

�Transactions in foreign currencies of entities within the 
consolidated entity are translated into functional currency  
at the rate of exchange ruling at the date of the transaction.

��Foreign currency monetary items that are outstanding at the 
reporting date (other than monetary items arising under foreign 
currency contracts where the exchange rate for that monetary  
item is fixed in the contract) are translated using the spot rate  
at the end of the financial year.

�Resulting exchange differences arising on settlement or re 
statement are recognised as revenues and expenses for the 
financial year. 

Group Companies

�The financial statements of foreign operations whose functional 
currency is different from the group’s presentation currency are 
translated as follows: 

•	� Assets and liabilities are translated at year-end exchange rates 
prevailing at that reporting date;

•	� Income and expenses are translated at average exchange rates 
for the period; and

•	� All resulting exchange differences are recognised as a separate 
component of equity.

Exchange differences arising on translation of foreign operations 
are transferred directly to the group’s foreign currency translation 
reserve as a separate component of equity in the balance sheet. 

(n) Rounding Amounts

�The company is of a kind referred to in ASIC Class Order CO 
98/0100 and in accordance with that Class Order, amounts in 
the financial statements have been rounded off to the nearest 
thousand dollars, or in certain cases, to the nearest dollar.

(o) Critical Accounting Estimates and Judgements

�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:

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.

Note 1. Summary Of Significant Accounting Policies (continued)

CPI Group Limited and Controlled Entities
Notes to and Forming Part of the Financial Statements (continued)
for the Year Ended 30 June 2007
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			   Consolidated	 Parent

				    2007	 2006	 2007	 2006 
			   Note	 $000s	 $000s	 $000s	 $000s

Note 2. Profit And Loss Items					   

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

		  Sales revenues:					   

		  Product Sales		  317,394	 321,770	 -	 -

		  Other revenues:					   

		  - Interest from other persons		  -	 23	 -	 -

		  - Bad debts recovered		  -	 57	 -	 -

		  - Profit on disposal of Braeside property		  -	 3,265	 -	 -

		  - Other		  157	 296	 -	 -

	 	 Total other revenue		  157	 3,641	 -	 -

		  Total revenue		  317,551	 325,411	 -	 -

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

		  Depreciation:

		  Depreciation of:					   

		  - Leasehold Improvements	 12(b)	 90	 91	 -	 -

		  - Plant and Equipment	 12(b)	 1,224	 1,176	 -	 -

		  Total depreciation		  1,314	 1,267	 -	 -

		  Foreign exchange gains		  (7)	 (198)	 -	 -

		  Finance costs:

		  Interest paid or payable to:					   

		  - Other persons		  1,612	 2,198	 -	 -

		  Other expense items:					   

		  Employee share options		  8	 5	 8	 5

		  Net loss on sale of property, plant and equipment	 2(b)(i)	 14	 10	 -	 -

		  Doubtful debts expense		  196	 1,166	 -	 -

		  Operating leases rentals		  8,744	 8,199	 -	 -

		  Transfers to provisions for:					   

		  Employee benefits		  328	 226	 -	 -

		  Doubtful debts		  (392)	 (1,390)	 -	 -

		  (Reversal)/Write downs of inventory to net realisable value		  (821)	 359	 -	 -

		  Explanation of circumstances leading to a reversal of write downs in inventories.

		�  In prior years, the group had provisioned for inventories relating to activities that were being closed or where technological 
obsolescence issues existed. The group has worked hard to maximise the value realised in disposing of these items, which has led to 
the reversal of those write downs.
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			   Consolidated	 Parent

				    2007	 2006	 2007	 2006 
			   Note	 $000s	 $000s	 $000s	 $000s

Note 2. Profit And Loss Items (continued)				  

			   Specific disclosure items above:					   

			   (i)	 Revenue from sale of plant and equipment		  18	 124	 -	 -

				    Less Expense from sale of plant and equipment		  (32)	 (134)	 -	 -

				    Loss on sale of plant and equipment		  14	 10	 -	 -

			   (ii) Comprises: 

				    Minimum operating lease payments		  8,744	 8,199	 -	 -

(c)	 Significant Revenues and Expenses					   

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

		  Provision for write down of Inter-company Loan - reversal		  -	 -	 (6,383)	 1,862

		  Recoupment of costs associated with closure of Imaging Division		  -	 385	 -	 -

		  Employee redundancy costs		  (218)	 (82)	 -	 -

		  Legal settlement		  (5,700)	 -	 -	 -

Note 3. Auditors’ Remuneration

Remuneration of the auditor of the parent entity for:					   

- auditing or reviewing the financial report 		  257	 228	 -	 -

- taxation services		  -	 25	 -	 -

- other assurance services		  8	 36	 -	 -

Remuneration of other auditors of subsidiaries for:					   

- auditing or reviewing the financial report		  -	 30	 -	 -

					     265	 319	 -	 -

The audit fees of the parent entity are paid by its controlled entities. The 2006 financial year audit was completed as a joint audit between 
Pitcher Partners and Douglas & Harrison. For the 2007 financial year the audit has been completed solely by Pitcher Partners.

Note 4. Income Tax Expense

(a) The components of tax expense: 					   

Current tax		  85	 -	 -	 -

Under provision in prior years		  -	 170	 -	 -

Total Income tax expense		  85	 170	 -	 -

					   

CPI Group Limited and Controlled Entities
Notes to and Forming Part of the Financial Statements (continued)
for the Year Ended 30 June 2007
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			   Consolidated	 Parent

				    2007	 2006	 2007	 2006 
			   Note	 $000s	 $000s	 $000s	 $000s

Note 4. Income Tax Expense (continued) 

(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		  (4,131)	 4,125	 (6,391)	 1,857

At the statutory income tax rate of 30% (2006: 30%)		  (1,239)	 1,238	 (1,918)	 557

Tax effect of amounts which are not deductible  
in calculating taxable income				  

	 Unrealised foreign currency gain/(loss)		  217	 (250)	 -	 -

	 Tax losses not recognised as deferred tax assets		  1,421	 2,282	 -	 -

	 Capital losses not recognised as deferred tax assets		  -	 887	 -	 -

	 Share based payment		  3	 2	 3	 2

	 Recoupment of unrecognised deferred tax assets		  (620)	 (1,097)	 -	 -

	 Timing differences not brought to account		  -	 (3,424)	 -	 -

	 Other permanent differences		  303	 362	 -	 -

Provision for (write-down)/reversal of inter-company loan		  -	 -	 1,915	 (559)

	 Under provision in prior years		  -	 170	 -	 -

Income tax expense 		  85	 170	 -	 -

(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		  3,659	 2,282	 -	 -

- Timing differences		  4,838	 5,125	 -	 -

					     8,498	 7,407	 -	 -

Note 5. Dividends Paid And Proposed

No dividends were paid during the year and the Directors have not declared a dividend for the year ended 30 June 2007.

The Dividend Reinvestment Plan and Share Investment Plan has been suspended until further notice.

(a) Franking credit balance					   

The amount of retained profits and reserves that could be  
distributed as fully franked dividends using franking credits already  
in existence or which will arise 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:		  14,228	 14,228	 14,228	 14,228

Note 6. Cash And Cash Equivalents

Cash at bank 		  4,766	 19,330	 -	 -

Cash on hand and in transit		  4,913	 2,169	 -	 -

				    28(a)	 9,679	 21,499	 -	 -
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			   Consolidated	 Parent

				    2007	 2006	 2007	 2006 
			   Note	 $000s	 $000s	 $000s	 $000s

Note 7. Receivables (Current)

Trade receivables	 7(a)	 87,094	 64,112	 -	 -

Provision for doubtful debts 		  (2,450)	 (2,842)	 -	 -

				    84,644	 61,270	 -	 -

Other receivables		  1,585	 8,948	 -	 -

Tax receivable		  218	 218	 -	 -

Amounts receivable from controlled entities		  -	 -	 76,605	 76,605

Provision for write down		  -	 -	 (48,244)	 (41,861)

					     86,447	 70,436	 28,361	 34,744

(a) �In previous years, certain controlled entities within the economic entity entered into a receivables securitisation program. These entities 
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 which was settled monthly. This program was closed in May 2007.

Note 8. Inventories (Current)					   

Finished goods, at cost		  57,079	 60,604	 -	 -

Provision for obsolete stock		  (7,760)	 (8,581)	 -	 -

Shipments in transit, at cost		  173	 146	 -	 -

					     49,492	 52,169	 -	 -

Note 9. Other Assets (Current)					   

Prepayments		  2,042	 2,822	 -	 -

Note 10. Receivables (Non-current)					   

Loans to employees pursuant to the  
Employee Share Purchase Plan	 10(a)	 378	 378	 378	 378

(a) �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.

Note 11. Other Financial Assets (Non-current)

Shares in controlled entities - at cost	 21	 -	 -	 40,108	 40,108

					     -	 -	 40,108	 40,108

Note 12. Property, Plant And Equipment

(a) Property, plant and equipment

Plant and equipment at cost		  23,195	 24,020	 -	 -

Accumulated depreciation		  (18,613)	 (19,307)	 -	 -

				    4,582	 4,713	 -	 -

Leasehold improvements at cost		  744	 715	 -	 -

Accumulated depreciation		  (248)	 (148)	 -	 -

				    496	 567	 -	 -

Net property, plant and equipment		  5,078	 5,280	 -	 -

CPI Group Limited and Controlled Entities
Notes to and Forming Part of the Financial Statements (continued)
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			   Consolidated	 Parent

				    2007	 2006	 2007	 2006 
			   Note	 $000s	 $000s	 $000s	 $000s

Note 12. Property, Plant And Equipment (continued)

(b) Movements in carrying amounts:				  

Plant and equipment:					   

Cost					  

Opening balance		  24,020	 24,749	 -	 -

Additions		  1,092	 377	 -	 -

Disposals		  (2,042)	 (969)	 -	 -

Currency translation differences		  125	 (137)	 -	 -

Closing Balance		  23,195	 24,020	 -	 -

Accumulated Depreciation					   

Opening balance		  19,307	 19,063	 -	 -

Depreciation for the year	 2(b)	 1,224	 1,176	 -	 -

Disposals		  (2,009)	 (835)	 -	 -

Currency translation differences		  91	 (97)	 -	 -

Closing Balance		  18,613	 19,307	 -	 -

Net book value		  4,582	 4,713	 -	 -

Leasehold Improvements:					   

Cost					  

Opening balance		  715	 731	 -	 -

Additions		  14	 -	 -	 -

Currency translation differences		  15	 (16)	 -	 -

Closing Balance		  744	 715	 -	 -

Accumulated Depreciation					   

Opening balance		  148	 63	 -	 -

Depreciation for the year	 2(b)	 90	 91	 -	 -

Currency translation differences		  10	 (6)	 -	 -

Closing Balance		  248	 148	 -	 -

Net book value		  496	 567	 -	 -

Total property, plant and equipment, at cost		  23,939	 24,735	 -	 -

Total property, plant and equipment, net book value		  5,078	 5,280	 -	 -

Note 13. Payables (Current)

Unsecured

Trade creditors		  57,657	 39,735	 -	 -

Sundry creditors and accruals		  8,799	 8,062	 -	 -

					     66,456	 47,797	 -	 -
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			   Consolidated	 Parent

				    2007	 2006	 2007	 2006 
			   Note	 $000s	 $000s	 $000s	 $000s

Note 14. Short-term Borrowings (Current)

Secured

Bank overdraft (a)	 28(a)	 -	 -	 20,451	 20,451

Finance Leases 	 22(b)	 169	 62	 -	 -

Revolving Credit Facility (a)	 28(c)	 30,735	 -	 -	 -

				    30,904	 62	 20,451	 20,451

Unsecured					   

Unsecured trade receivable securitisation loan (b)		  -	 44,439	 -	 -

					     30,904	 44,501	 20,451	 20,451

					   

(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.

(b) �The unsecured trade receivable loan was derived pursuant to an equitable assignment of certain balances within Trade Debtors. This 
facility was closed during the year.

Note 15. Provisions (Current)

Employee benefits	 17(a)	 3,735	 3,377	 -	 -

Other		  2,769	 1,825	 1	 1

					     6,504	 5,202	 1	 1

Movements in provisions other than employee benefits:	
					     Installation/	  
					     Warranty/ 
					     Refurbishment	 Other	 Total 
					     $000s	 $000s	 $000s

Consolidated:			 

Opening balance			   1,351	 474	 1,825

Additional provision			   5,736	 2,099	 7,835

Amounts used			   (5,037)	 (1,902)	 (6,939)

Exchange variance			   44	 4	 48

Closing balance			   2,094	 675	 2,769

						      Other	 Total 
						      $000s	 $000s

Parent:			 

Opening balance				    1	 1

Additional provision				    -	 -

Amounts used				    -	 -

Exchange variance				    -	 -

Closing balance				    1	 1
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			   Consolidated	 Parent

				    2007	 2006	 2007	 2006 
			   Note	 $000s	 $000s	 $000s	 $000s

Note 16. Long-term Borrowings (Non-current)

Secured					   

Finance Leases	 22(b)	 634	 53	 -	 -

Note 17. Provisions (Non-current)

Employee benefits	 17(a)	 223	 253	 -	 -

(a) Aggregate Employee Entitlements		  3,958	 3,630	 -	 -

(b) Number of employees at year end		  340	 318	 -	 -

Note 18. Contributed Equity

Share Capital					   

Ordinary shares		  82,325	 82,325	 82,325	 82,325

Total contributed equity		  82,325	 82,325	 82,325	 82,325

Movements in contributed equity for the year 

				    Number of 
				    Ordinary Shares

						      2007	 2006 
						      000s	 000s

Opening number of shares 				    62,688	 62,688

Closing number of shares				    62,688	 62,688

Movements in contributed equity for the year			 

			   Consolidated	 Parent

				    2007	 2006	 2007	 2006 
			   Note	 $000s	 $000s	 $000s	 $000s

Opening balance 		  82,325	 82,325	 82,325	 82,325

Closing balance		  82,325	 82,325	 82,325	 82,325

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		 Options	 Exercise 
					     Date			  Price

1st 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

The Options were granted on 31 August 2004 and will expire on 30 June 2009 and subject to the recipient remaining an employee within 
the economic entity. As at 30 June 2007 300,000 options have been granted and remain on offer under this scheme. The market price  
of the ordinary shares as quoted by the Australian Stock Exchange closed at $0.36 on 30 June 2007.
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			   Consolidated	 Parent

				    2007	 2006	 2007	 2006 
			   Note	 $000s	 $000s	 $000s	 $000s

Note 19. Reserves

Foreign Currency Translation reserve		  180	 (1,740)	 -	 -

Cash Flow Hedge reserve		  (4,367)	 (272)	 -	 -

Employee Share Option reserve		  23	 15	 23	 15

					     (4,164)	 (1,997)	 23	 15

Movements During the Year

(a) Foreign Currency Translation reserve

Balance at beginning of year		  (1,740)	 86	 -	 -

Exchange fluctuations arising on net assets of foreign controlled entities		  1,920	 (1,826)	 -	 -

Balance at end of year		  180	 (1,740)	 -	 -

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		  (272)	 -	 -	 -

Revaluation of designated hedges		  (4,095)	 (272)	 -	 -

Balance at end of year		  (4,367)	 (272)	 -	 -

The hedge reserve records revaluations of items designated as cash flow hedges

(c) Employee Share Option reserve				  

Balance at beginning of year		  15	 10	 15	 10

Share options expense		  8	 5	 8	 5

Balance at end of year		  23	 15	 23	 15

The option reserve records items recognised as expenses and credited directly to equity on granting of employee share options

Note 20. Accumulated Losses And Dividends

Accumulated Losses

Accumulated losses at the beginning of the financial year		  (25,550)	 (29,505)	 (27,562)	 (29,419)

Net Profit / (loss)		  (4,216)	 3,955	 (6,391)	 1,857

Accumulated losses at the end of the financial year		  (29,766)	 (25,550)	 (33,953)	 (27,562)

CPI Group Limited and Controlled Entities
Notes to and Forming Part of the Financial Statements (continued)
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Note 21. Controlled Entities

The consolidated financial statements at 30 June 2007 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	 Incorporated	 % of Shares held

						      2007	 2006

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.
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Note 21. Controlled Entities (Continued)			 

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.

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 2007

Financial information for Australian class order closed group:	
						      2007	 2006 
						      $000s	 $000s

CURRENT ASSETS		

Cash & cash equivalents				    3,157	 16,454

Receivables				    73,736	 58,681

Inventories				    40,828	 42,195

Other current assets				    2,121	 1,872

TOTAL CURRENT ASSETS				    119,842	 119,202

NON-CURRENT ASSETS		

Receivables				    9,378	 9,378

Other financial assets				    5,209	 5,209

Property, plant & equipment				    4,741	 4,886

TOTAL NON-CURRENT ASSETS				    19,328	 19,473

TOTAL ASSETS				    139,170	 138,675

CURRENT LIABILITIES		

Payables				    55,079	 33,378

Short-term borrowings				    803	 44,501

Provisions				    5,635	 4,703

TOTAL CURRENT LIABILITIES				    61,517	 82,582

NON-CURRENT LIABILITIES		

Long-term borrowings				    30,735	 53

Provisions				    223	 253

TOTAL NON-CURRENT LIABILITIES				    30,958	 306

TOTAL LIABILITIES				    92,475	 82,888

NET ASSETS				    46,695	 55,787

EQUITY		

Contributed equity				    82,325	 82,325

Reserves				    (4,344)	 (257)

Accumulated losses				    (31,286)	 (26,281)

TOTAL EQUITY				    46,695	 55,787

CPI Group Limited and Controlled Entities
Notes to and Forming Part of the Financial Statements (continued)
for the Year Ended 30 June 2007
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Note 21. Controlled Entities (Continued)

(ii) CPI Group Limited closed group consolidated income statement for the year ended 30 June 2007.

						      2007	 2006 
						      $000s	 $000s

Profit / (loss) before income tax				    (5,005)	 2,748

Income tax expense 				    -	 (170)

Profit / (loss) after income tax				    (5,005)	 2,578

(iii) CPI Group Limited closed group consolidated statement of changes in equity as at 30 June 2007.

Total equity at the beginning of the year				    55,787	 53,476

Employee share options				    8	 5

Revaluation of cash flow hedges				    (4,095)	 (272)

Net income recognised directly in equity				    (4,087)	 (267)

Profit/(loss) for the year				    (5,005)	 2,578

Total recognised income and expense for the period				    (9,092)	 2,311

Total equity at the end of the year				    46,695	 55,787

(iv) Accumulated Losses

Accumulated losses at the beginning of the financial year				    (26,281)	 (28,859)

Profit/(loss) after income tax				    (5,005)	 2,578

Accumulated losses at the end of the financial year				    (31,286)	 (26,281)
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			   Consolidated	 Parent

				    2007	 2006	 2007	 2006 
			   Note	 $000s	 $000s	 $000s	 $000s

Note 22. Lease Commitments

(a) Operating Lease Commitments				  

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

Payable				  

- not later than one year		  7,593	 7,562	 -	 -

- later than 1 year but not later than 5 years		  21,240	 18,936	 -	 -

- later than 5 years		  15,741	 16,017	 -	 -

Total operating lease commitments		  44,574	 42,515	 -	 -

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 index as appropriate. An option exists to renew the lease at the end of the current term. 
The leases allow for subletting. 

(b) Finance Lease Commitments					   

Payable					   

- not later than one year		  224	 67	 -	 -

- later than 1 year but not later than 5 years		  688	 60	 -	 -

- less future finance lease charges		  (109)	 (12)	 -	 -

Total finance lease liability		  803	 115	 -	 -

Represented by:					   

Current Liability	 14	 169	 62	 -	 -

Non-Current Liability	 16	 634	 53	 -	 -

					     803	 115	 -	 -

Finance leases are entered into as a means of acquiring certain items of plant and equipment and motor vehicles.

Note 23. 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.

CPI Group Limited and Controlled Entities
Notes to and Forming Part of the Financial Statements (continued)
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Note 24. 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.

Transactions with related parties	 Consolidated	 Parent

				    2007	 2006	 2007	 2006 
				    $000s	 $000s	 $000s	 $000s

(a) Stora Enso Group				  

The Stora Enso Group is a Swedish/German based paper mill  
and has been a substantial shareholder in the parent entity since 1988.  
The Stora Enso Group was a supplier to the economic entity providing  
a range of paper products on normal terms and conditions. The following  
aggregate annual purchases were made from the Stora Enso Group. 		  2,199	 12,903	 -	 -

As discussed in Note 30 Commercial dispute, CPI has paid an amount of $4.8 million to Stora Enso Group pursuant to a legal judgement 
awarded against the economic entity.

(b) Directors and Executive Loans

					     Interest		   
				    Interest	 chargeable		   
			   Opening	 paid/	 at arms	 Interest	 Closing 
			   Balance	 payable	 length	 forgiven	 Balance

Mr Bernard Philip Cassell	 187,500	 -	 11,250	 (11,250)	 187,500

Mr David Gordon Bull	 14,000	 -	 840	 (840)	 14,000

Mr Birol Akdogan	 28,000	 -	 1,680	 (1,680)	 28,000

Interest rate applied to calculate interest chargeable at arms length is 6.00%. 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.

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

During the year, controlled entities traded with one another. Sales revenue of this nature has been eliminated. The parent entity has not 
had any transactions with other controlled entities.
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Note 25. Segment Reporting

			   Australia	 New Zealand	 Eliminations	 Consolidated

					     2007	 2006	 2007	 2006	 2007	 2006	 2007	 2006 
Geographical Segments	 $000s	 $000s	 $000s	 $000s	 $000s	 $000s	 $000s	 $000s

External sales	 260,411	 266,703	 56,983	 55,067	 -	 -	 317,394	 321,770

Inter-segment sales	 824	 1,795	 1,022	 46	 (1,846)	 (1,841)	 -	 -

Other revenue	 157	 3,624	 -	 17	 -	 -	 157	 3,641

Total sales revenue 	 261,392	 272,122	 58,005	 55,130	 (1,846)	 (1,841)	 317,551	 325,411

Share of net profit of partnerships	 -	 313	 -	 -	 -	 -	 -	 313

Total segment revenue	 261,392	 272,435	 58,005	 55,130	 (1,846)	 (1,841)	 317,551	 325,724

Segment result	 (5,005)	 2,748	 874	 1,377	 -	 -	 (4,131)	 4,125

Income tax expense							       (85)	 (170)

Net profit							       (4,216)	 3,955

Segment assets	 139,170	 138,675	 28,333	 28,504	 (14,387)	 (14,595)	 153,116	 152,584

Segment liabilities	 92,475	 82,888	 21,246	 23,918	 (9,000)	 (9,000)	 104,721	 97,806

Acquisitions of non-current assets	 1,085	 364	 21	 13	 -	 -	 1,106	 377

Depreciation & amortisation	 1,202	 1,139	 112	 128	 -	 -	 1,314	 1,267

Non-cash expenses other than  
depreciation & amortisation	 (1,376)	 (94)	 162	 (711)	 -	 -	 (1,214)	 (805)

The economic entity’s sole activity was a supplier to the commercial offset printing industry, including papers, inks and capital equipment.

Note 26. Key Management Personnel Compensation

(a) �Names and positions held of economic and parent entity key management personnel in office at any time during  
the financial year are:

Key Management Person	 Position	

Mr Gerry van Wyngen	 Chairman - Non-executive	

Mr Bernard Philip Cassell	 Managing Director - Executive	

Mr Denis William Goodrem	 Director - Executive

Mr Peter Thomas Reilly	 Director - Non-executive

Mr David Gordon Bull	 Director - Executive

Mr Jason Ters	 Director - Non-executive	 Resigned 29 November 2006

Mr Birol Akdogan	 Chief Financial Officer	

Mr Darryl Abotomey	 Director - Non-executive	 Appointed 14 February 2007

CPI Group Limited and Controlled Entities
Notes to and Forming Part of the Financial Statements (continued)
for the Year Ended 30 June 2007



CPI Group Limited and Controlled Entities Annual Report 2007 49 

Remuneration Policy

The remuneration policy of CPI Group Limited has been designed 
to align director and executive objectives with shareholder 
and business objectives by providing a fixed remuneration 
component and offering specific long-term incentives based on 
key performance areas affecting the economic entity’s financial 
results. The Board of CPI Group Limited believes the remuneration 
policy to be appropriate and effective in its ability to attract and 
retain the best executives and directors to run and manage the 
economic entity, as well as goal congruence between directors, 
executives and shareholders.

The Board’s policy for determining the nature and amount of 
remuneration for Board members and senior executives of the 
economic entity is as follows:

•	� The remuneration policy, setting the terms and conditions 
for the executive directors and other senior executives, was 
developed by the remuneration committee and approved by 
the Board after seeking professional advice from independent 
external consultants. All executives receive a base salary 
(which is based on factors such as length of service and 
experience), superannuation, fringe benefits and performance 
incentives, which may or may not include options. The 
remuneration committee reviews executive packages annually 
by reference to the economic entity’s performance, executive 
performance and comparable information from industry sectors 
and other listed companies in similar industries. 

•	� The performance of executive directors and executives is 
measured against criteria agreed annually with each executive 
and is based predominantly on the forecast growth of the 
economic entity’s profits and shareholders’ value. All bonuses 
and incentives payable to certain executive directors must 
be linked to predetermined performance criteria. The Board 
may, however, exercise its discretion in relation to approving 
incentives, bonuses and options, and can recommend changes 
to the committee’s recommendations. 

•	� Executives are also invited to participate in the employee share 
and option arrangements from time to time.

•	� The executive directors and executives receive a 
superannuation guarantee contribution required by the 
government, which is currently 9%, and do not receive any  
other retirement benefits. Some individuals, however, may 
choose to sacrifice part of their salary to increase payments 
towards superannuation.

•	� All remuneration paid to directors and executives is valued  
at the cost to the company and expensed. Options are valued 
using the Black-Scholes methodology.

•	� The Board policy is to remunerate non-executive directors at 
market rates for comparable companies for time, commitment 
and responsibilities. The remuneration committee determines 
payments to the non-executive directors and reviews their 
remuneration annually, based on market practice, duties and 

accountability. Independent external advice is sought when 
required. The maximum aggregate amount of fees that can 
be paid to non-executive directors is subject to approval by 
shareholders at the Annual General Meeting. Fees for non-
executive directors are not linked to the performance of the 
economic entity. 

Performance Based Remuneration

�As part of each executive director and executive remuneration 
package there is a performance-based component. This is to 
facilitate goal congruence between remuneration of directors/
executives with that of the business and shareholders. The 
Remuneration Committee reviews the performance-based 
components of executive director and executive remuneration 
annually, making recommendations to the Board where 
appropriate.

The performance based components of Mr Cassell and 
Mr Goodrem are formalised in pre-determined criteria that 
incorporates certain key performance indicators (KPI’s). The 
KPI’s are set annually, with a certain level of consultation 
with directors/executives to ensure buy-in. The measures are 
specifically tailored to the areas each director/executive is 
involved in and has a level of control over. The KPI’s target areas 
the Board believes hold greater potential for group expansion and 
profit, covering financial and non-financial as well as short and 
long-term goals.

�Performance in relation to the KPI’s is assessed annually, with 
bonuses being awarded depending on the number and deemed 
difficulty of the KPI’s achieved. Following the assessment, the 
KPI’s are reviewed by the remuneration committee in light of the 
desired and actual outcomes, and their efficiency is assessed in 
relation to the group’s goals and shareholder wealth, before the 
KPI’s are set for the following year.

Company Performance, Shareholder Wealth and Directors’ and 
Executives’ Remuneration

The remuneration policy has been tailored to increase goal 
congruence between shareholders and directors and executives. 
There have been two methods applied in achieving this aim,  
the first being a performance based bonus, and the second being 
the issue of options to executives to encourage the alignment  
of personal and shareholder interests. 

Given the significant changes and challenges faced by the  
group over the last four years, any attempt to link this policy to 
the shareholder wealth and performance of the economic entity 
over that time is not considered meaningful. During the last five 
years, the group has not declared any ordinary dividends as a 
result of the ongoing trading difficulties encountered by the group. 
The share price has fluctuated significantly over that period and  
at a considerable discount to net tangible assets at the date of 
this report.

Note 26. Key Management Personnel Compensation (continued)
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Options Issued as Part of Remuneration for the year ended  
30 June 2007

No options have been issued to directors and executives during 
the year ended 30 June 2007.

Employment Contracts of Directors and Senior Executives

Mr Cassell and Mr Goodrem, both executive directors, are 
employed under fixed three-year contracts of employment (“the 
Contracts”), which commenced on 1 July 2003 and expired on  
30 June 2006. The Service Agreements expired on 30 June 2006 
and have each been extended on a rolling 12 month basis until 
terminated by the Company or the Executive in accordance with 
the terms outlined above. All other terms and conditions remain 
unchanged.

Mr Bull, an executive director, is entitled to termination payments 
in accordance with the CPI staff handbook, such that in the event 
of a retrenchment or redundancy and upon 1 months written 
notice he is entitled to three weeks termination pay for every year 
of service capped at a maximum of 12 months total remuneration, 
plus statutory leave entitlements upon providing  
1 month’s written notice. 

Mr Akdogan’s employment conditions are formalised in a letter  
of employment. In the event of a retrenchment or redundancy and 
upon the provision of three months written notice, Mr Akdogan is 
entitled to three weeks termination pay for every year of service 
capped at a maximum of 12 months total remuneration plus 
statutory leave entitlements.

Notice Periods and termination payments payable under the 
Contracts for Mr Cassell and Mr Goodrem

The employment contracts for Mr Cassell and Mr Goodrem may be 
terminated in any of the following circumstances:

(i)	� immediately by written notice from the Company to the 
Executive upon the occurrence of any of a number of specified 
events in which case the Executive receives any unpaid 
remuneration, pay in lieu of any annual leave entitlement,  
pay in lieu of any long service leave entitlement and any other 
benefits due to the Executive pursuant to any share plan or 
other relevant plan established by the Company (collectively 
‘the Base Payment’);

(ii)	� upon not less than 12 months prior written notice being 
given by the Company to the Executive or by the Executive 
to the Company in which case the Executive will receive the 
remuneration that would have been paid to him for any part of 
the notice period for which he is not employed by the Company 
plus the Base Payment;

(iii)	� by not less than 30 days prior written notice given by the 
Executive to the Company at any time during the period within 
6 months of a significant diminution or significant change 
lessening the significance or status of the employment of the 
Executive having occurred in which case the Executive will 
receive a payment equal to the remuneration that would have 
been paid to him for any part of a period of 12 months plus 
the stated 6 month period for which he is not employed by the 
Company together with the Base Payment.

The Service Agreements expired on 30 June 2006 and have each 
been extended on a rolling 12 month basis until terminated by the 
Company or the Executive in accordance with the terms outlined 
above. All other terms and conditions remain unchanged.

All of the payments due to the Executive are expressly  
limited to the maximum amount allowed to be paid under  
the Corporations Act.

Performance Income as a Proportion of Total Remuneration

Executive directors and executives are paid performance based 
bonuses based on set monetary figures, rather than proportions 
of their salary. This has led to the proportions of remuneration 
related to performance varying between individuals. The 
remuneration committee has set these bonuses to encourage 
achievement of specific goals that have been given a high level 
of importance in relation to the future growth and profitability 
of the economic entity. The remuneration committee will review 
the performance bonuses to gauge their effectiveness against 
achievement of the set goals, and adjust future years’ incentives 
as they see fit, to ensure use of the most cost effective and 
efficient methods.

Directors & Executives Remuneration 

The economic entity has a formally constituted remuneration 
committee that reviews the remuneration levels of all Directors 
and Executives. Remuneration is determined as part of an 
annual performance review, having regard to market factors, a 
performance evaluation process and independent remuneration 
advice. For Executive Directors and Officers, remuneration 
packages generally comprise salary, a fully maintained car or 
allowance and superannuation.

The Board meets annually to review its own performance. The 
Chairman also holds individual discussions with each Director 
to discuss their performance. The Executive Directors are 
responsible for the evaluation of the performance of all other 
senior executives. These evaluations are based on specific 
criteria, including the company business performance, whether 
long term strategic objectives are being achieved and the 
achievement of individual performance objectives.

Note 26. Key Management Personnel Compensation (continued)

CPI Group Limited and Controlled Entities
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											           Total 
							       Post	 Share			   Remuneration 
							       Employment	 based		  Performance	 Represented 
				   Short-term Benefits			   Benefits	 Payment	 Total	 Related	 by Options

					     Salary,		  Non						       
					     Fees &	 Cash	 Cash		  Superannuation				     
					     Commissions	 Bonus	 Benefits	 Other	 Contribution	 Options			    
2006			  $000s	 $000s	 $000s	 $000s	 $000s	 $000s	 $000s	 %	 %

Mr Gerry van Wyngen	 61	 -	 -	 -	 5	 -	 66	 -	 -

Mr Bernard Philip Cassell	 237	 80	 50	 11	 40	 -	 418	 19.1	 -

Mr Denis William Goodrem	 143	 -	 81	 -	 48	 -	 272	 -	 -

Mr David Gordon Bull	 184	 8	 -	 1	 15	 2	 210	 3.8	 1.0

Mr Peter Thomas Reilly	 42	 -	 -	 -	 4	 -	 46	 -	 -

Mr Graeme Cureton	 42	 -	 -	 -	 -	 -	 42	 -	 -

Mr Jason Ters	 4	 -	 -	 -	 -	 -	 4	 -	 -

Mr Birol Akdogan	 156	 8	 25	 2	 14	 2	 207	 3.9	 1.0

					   869	 96	 156	 14	 126	 4	 1,265		

Note 26. Key Management Personnel Compensation (continued)

 (b) Key Management Personnel Compensation

											           Total 
							       Post	 Share			   Remuneration 
							       Employment	 based		  Performance	 Represented 
				   Short-term Benefits			   Benefits	 Payment	 Total	 Related	 by Options

					     Salary,		  Non						       
					     Fees &	 Cash	 Cash		  Superannuation				     
					     Commissions	 Bonus	 Benefits	 Other	 Contribution	 Options			    
2007			  $000s	 $000s	 $000s	 $000s	 $000s	 $000s	 $000s	 %	 %

Mr Gerry van Wyngen	 61	 -	 -	 -	 5	 -	 66	 -	 -

Mr Bernard Philip Cassell	 257	 100	 63	 11	 42	 -	 473	 21.1	 -

Mr Denis William Goodrem	 334	 20	 37	 -	 57	 -	 448	 4.5	 -

Mr David Gordon Bull	 206	 -	 -	 1	 17	 3	 227	 -	 1.3

Mr Peter Thomas Reilly	 42	 -	 -	 -	 4	 -	 46	 -	 -

Mr Jason Ters	 19	 -	 -	 -	 -	 -	 19	 -	 -

Mr Darryl Abotomey	 16	 -	 -	 -	 1	 -	 17	 -	 -

Mr Birol Akdogan	 160	 30	 29	 2	 14	 3	 238	 12.6	 1.3

					   1,095	 150	 129	 14	 140	 6	 1,534
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Note 26. Key Management Personnel Compensation (continued)

(c) Compensation Options

Key Management Personnel

									        Terms and Conditions for Each Grant

							       Value per				     
							       Option at		  First	 Second	 Third 
				    Vested	 Granted	 Grant	 Grant	 Exercise	 Exercise	 Exercise	 Exercise 
				    No.	 No.	 Date	 Date $	 Price$	 Date	 Date	 Date

Mr David Bull		  100,000	 100,000	 31/8/04	 0.14	 0.57	 30/6/05	 30/6/06	 30/6/07

Mr Birol Akdogan		  100,000	 100,000	 31/8/04	 0.14	 0.57	 30/6/05	 30/6/06	 30/6/07

The options have an expiry date of 30 June 2009.

The remuneration options relate to shares in the listed public entity CPI Group Ltd and have been valued using the Black-Scholes 
methodology, refer note 32.

(d) Shares Issued on Exercise of Compensation Options

There were no shares issued on exercise of remuneration options during the financial year.

(e) Options and Rights Holdings

Number of Options held by Key Management Personnel

								        Net		  Total	 Total 
					     Opening	 Granted as	 Options	 Change	 Closing	 Vested	 Unexercisable 
					     Balance	 Compensation	 Exercised	 Other	 Balance	 30/6/07	 30/6/07

Mr Gerry van Wyngen	 -	 -	 -	 -	 -	 -	 -

Mr Bernard Philip Cassell	 -	 -	 -	 -	 -	 -	 -

Mr Denis William Goodrem	 -	 -	 -	 -	 -	 -	 -

Mr Peter Thomas Reilly	 -	 -	 -	 -	 -	 -	 -

Mr Graeme James Cureton	 -	 -	 -	 -	 -	 -	 -

Mr David Bull	 100,000	 -	 -	 -	 100,000	 100,000	 -

Mr Jason Ters	 -	 -	 -	 -	 -	 -	 -

Mr Birol Akdogan	 100,000	 -	 -	 -	 100,000	 100,000	 -

					   200,000	 -	 -	 -	 200,000	 200,000	 -

CPI Group Limited and Controlled Entities
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Note 26. Key Management Personnel Compensation (continued)

(f) Shareholdings

Number of Ordinary Shares held by Key Management Personnel

					     Purchased/	 Preference 
		  Opening	 Received as	 Options	 (Sold/	 Share	 Closing 
Parent Entity Directors		  Balance	 Compensation	 Exercised	 resigned)	 conversion	 Balance

Mr Gerry van Wyngen		  -	 -	 -	 -	 -	 -

Mr Bernard Philip Cassell		  716,686	 -	 -	 -	 -	 716,686

Mr Denis William Goodrem		  3,184,138	 -	 -	 -	 -	 3,184,138

Mr Peter Thomas Reilly		  303,143	 -	 -	 12,000,000	 -	 12,303,143

Mr David Bull		  5,000	 -	 -	 -	 -	 5,000

Mr Jason Ters		  -	 -	 -	 -	 -	 -

Mr Darryl Abotomey		  -	 -	 -	 -	 -	 -

Mr Birol Akdogan		  10,000	 -	 -	 -	 -	 10,000

Total				  4,218,967	 -	 -	 12,000,000	 -	 16,218,967

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

The Board has responsibility for the strategic direction and operational management of the entity. Due to the size and nature of operations, 
the entity has only one executive who is also directly accountable and responsible for strategic direction and operational management.

				    Consolidated

						      2007	 2006

Note 27. Earnings Per Share

Basic earnings / (loss) per share (cents per share)				    (6.7)	 6.3

Diluted earnings / (loss) per share (cents per share)				    (6.7)	 6.3

Weighted average number of ordinary shares on  
issue used in the calculation of basic earnings per share				    62,688,036	 62,688,036

	

Due to their immaterial impact, the unexpired 300,000 share options referred to in Note 18 have not been reflected in the earnings per 
share calculations above.

Note 28. 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:

			   Consolidated	 Parent

				    2007	 2006	 2007	 2006 
				    $000s	 $000s	 $000s	 $000s

Bank overdraft		  -	 -	 (20,451)	 (20,451)

Cash at bank		  4,766	 19,330	 -	 -

Cash on hand and in transit		  4,913	 2,169	 -	 -

					     9,679	 21,499	 (20,451)	 (20,451)
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Note 28. Notes To The Statement Of Cash Flows (continued)

(b) Reconciliation of Net Profit after Income Tax to Net Cash Provided by operating activities.

			   Consolidated	 Parent

				    2007	 2006	 2007	 2006 
				    $000s	 $000s	 $000s	 $000s

Net profit / (loss) after income tax		  (4,216)	 3,955	 (6,391)	 1,857

Non-cash flows in operating profit

	 Depreciation		  1,314	 1,267	 -	 -

	 Doubtful debts provision 		  (392)	 (1,390)	 -	 -

	 Obsolete stock provision		  (822)	 359	 -	 -

	 Loss on sale of property, plant and equipment		  18	 17	 -	 -

	 Profit on sale of property, plant and equipment		  (4)	 (7)	 -	 -

	 Profit on sale of Braeside property		  -	 (3,265)	 -	 -

	 Provision for write down of Inter-company Loan		  -	 -	 6,391	 (1,857)

	 Other		  (2)	 9	 -	 -

Changes in assets and liabilities:				  

(Increase)/decrease in:				  

	 Trade debtors		  (22,982)	 543	 -	 -

	 Other debtors		  7,365	 1,848	 -	 -

	 Other assets		  779	 1,086	 -	 -

	 Inventories		  3,499	 7,122	 -	 -

Increase/(decrease) in:				  

	 Trade creditors		  17,922	 (3,536)	 -	 -

	 Sundry creditors and provisions		  1,681	 (254)	 -	 -

	 Tax provision		  -	 77	 -	 -

	 Employee entitlements provision		  328	 226	 -	 -

	 Cash flow hedge reserve		  (4,095)	 (272)	 -	 -

	 Translation variance		  2,522	 (2,367)	 -	 -

Net operating cash flows		  2,915	 5,418	 -	 -

(c) Financing Facilities

Bank overdraft, guarantee, foreign exchange, trade finance and transactional facilities are arranged with a number of Australian  
& New Zealand banks with the general terms and conditions being set and agreed annually or biannually as the case may be.

The economic entity has $16.0 million (2006: $7.4 million) available Banking facilities of which $2.2 million were undrawn as at  
30 June 2007 (2006: $5.3 million). These facilities are subject to certain lending covenants relating to the balance sheet and financial 
performance of the economic entity. 

During the year, the economic entity maintained a debtor securitisation arrangement with the ANZ Banking Group by which it transferred  
an equity interest in certain trade debtors to a third party in exchange for an immediate discounted cash payment whilst retaining an 
exposure to credit losses and continuing an obligation to service its accounts with these customers. The maximum amount allowed to be 
drawn on this facility was $55 million, subject to the economic entity having a sufficient level of trade debtors. In May 2007, the Group’s 
Debtor Securitisation funding arrangements were replaced by a GE revolving credit facility. The maximum amount allowed to be drawn on 
this facility is $90.0 million subject to a sufficient level of asset backing. As at 30 June 2007 the availability under this facility was  
$59.5 million of which $30.7 million was drawn.

CPI Group Limited and Controlled Entities
Notes to and Forming Part of the Financial Statements (continued)
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Note 28. Notes To The Statement Of Cash Flows (continued) 

(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 share buy backs undertaken during the year by the economic entity. The Cash Flow Statement includes assets totalling 
$849,305 (2006: $61,520) that were acquired under finance lease and which are disclosed both as investing and financing activities 
under the indirect method. 

Note 29. 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%. 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

				    2007	 2006	 2007	 2006 
				    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	 -	 -

				    No.	 No.	 No.	 No.

Total number of employees eligible to participate  
in the plan at year end		  340	 318	 337	 318

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 340 (318 at June 2006).
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Note 30. 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 – customer disputes

The economic entity is currently engaged in defending an action brought against it in relation to the sale of capital equipment. This matter 
also involves enjoining the economic entities suppliers. 

In the directors’ opinion, disclosure of any further information about the above matters would be prejudicial to the interests of the 
Company.

Commercial dispute

As previously advised, a commercial dispute between the economic entity and a supplier, Stora Enso Group, was heard in the Federal  
Court of Australia resulting in a judgement being awarded in favour of the supplier. Whilst the group has lodged an appeal against the 
decision, the group has recognised a loss of $5.7 million in relation to the dispute pursuant to the judgement. A decision on the appeal  
is anticipated in the first half of the 2007/08 financial year.

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 did not exceed $0.33 million at 30 June 2007 ($0.55 million at June 2006).

Note 31. 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.

CPI Group Limited and Controlled Entities
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Note 31. Financial Instruments (continued) 

(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.

					     Fixed interest rate maturing in

					     Floating		  Over	 More	 Non		   
					     Interest	 1 Year	 1 to 5	 than	 interest		  Average 
					     Rate (i)	 or less	 Years	 5 years	 bearing	 Total	 Interest 
2007			  $000	 $000	 $000	 $000	 $000	 $000	 Rate

Financial Assets							     

Cash		 9,679	 -	 -	 -	 -	 9,679	 5.23%

Trade debtors	 -	 -	 -	 -	 87,094	 87,094	 -

Non-trade debtors and loans	 -	 -	 -	 -	 1,803	 1,803	 -

					   9,679	 -	 -	 -	 88,897	 98,576

Financial Liabilities							     

Trade creditors	 -	 -	 -	 -	 57,657	 57,657	 -

Finance Leases	 -	 169	 634	 -	 -	 803	 6.72%

Revolving Credit Facility	 30,735	 -	 -	 -	 -	 30,735	 7.51%

Sundry creditors	 -	 -	 -	 -	 8,799	 8,799	 -

Employee entitlements	 -	 -	 -	 -	 3,958	 3,958	 -

					   30,735	 169	 634	 -	 70,414	 101,952

					     Fixed interest rate maturing in

					     Floating		  Over	 More	 Non		   
					     Interest	 1 Year	 1 to 5	 than	 interest		  Average 
					     Rate (i)	 or less	 Years	 5 years	 bearing	 Total	 Interest 
2006			  $000	 $000	 $000	 $000	 $000	 $000	 Rate

Financial Assets							     

Cash		 21,499	 -	 -	 -	 -	 21,499	 5.50%

Trade debtors	 -	 -	 -	 -	 64,112	 64,112	 -

Non-trade debtors and loans	 -	 -	 -	 -	 9,166	 9,166	 -

					   21,499	 -	 -	 -	 73,278	 94,777	

Financial Liabilities							     

Trade creditors	 -	 -	 -	 -	 39,735	 39,735	 -

Finance Leases	 -	 62	 53	 -	 -	 115	 7.08%

Securitisation Loan	 44,439	 -	 -	 -	 -	 44,439	 6.00%

Sundry creditors	 -	 -	 -	 -	 8,062	 8,062	 -

Employee entitlements	 -	 -	 -	 -	 3,630	 3,630	 -

					   44,439	 62	 53	 -	 51,427	 95,981	

(i)	�Floating interest rates represent the most recently determined rate applicable to the instrument at balance date.
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Note 31. Financial Instruments (continued) 

(c) Currency Risk

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		  Exchange	  
				    Rate	 2007	 Rate	 2006 
Currency		  2007	 Buy $000	 2006	 Buy $000

United States dollars:				  

Less than 6 months		  0.85	 5,338	 0.74	 6,848

6 months to 1 year		  0.85	 -	 0.74	 121

					     5,338		   6,969

Euro dollars:				  

Less than 6 months		  0.63	 129	 0.58	 2,396

6 months to 1 year		  0.63	 -	 0.58	 121

					     129		  2,517

Japanese yen:				  

Less than 6 months		  104.7	 10,208	 84.98	 2,293

6 months to 1 year		  104.7	 9,538	 84.98	 8,686

1 year to 2 years		  104.7	 2,115	 84.98	 -

					     21,861		  10,979

Swiss Francs:				  

Less than 6 months		  1.05	 124	 0.91	 275

British Pound:				  

Less than 6 months		  -	 -	 0.40	 126

Swedish Kroner:				  

Less than 6 months		  -	 -	 5.28	 20

Grand Total			   27,452		  20,886

(d) 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 2007 of $66.5 million (2006: $47.8 million) includes payables of $31.8 million (2006: $21.2 million) which is 
payable in a foreign currency pursuant to foreign currency forward exchange contracts. These have been summarised above. 
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Note 32. Share-Based Payments

The following share-based payment arrangements existed at 30 June 2007:

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 are exercisable as follows:

1st 	Exercise Date	 30/6/05

2nd 	Exercise Date	 30/6/06

3rd 	Exercise Date	 30/6/07

Expiry Date	 30/6/09

When the employee ceases employment the options are deemed to have lapsed. All options granted above are ordinary shares which 
confer a right to acquire one ordinary share for every option held.

			   Consolidated	 Parent	  	

			   2007	 2006 	 2007 	 2006

							       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	 300,000	 0.57	 300,000	 0.57	 300,000	 0.57	 300,000	 0.57

Granted		  -	 -	 -	 -	 -	 -	 -	 -

Forfeited		  -	 -	 -	 -	 -	 -	 -	 -

Exercised		  -	 -	 -	 -	 -	 -	 -	 -

Expired		  -	 -	 -	 -	 -	 -	 -	 -

Outstanding at year end		  300,000	 0.57	 300,000	 0.57	 300,000	 0.57	 300,000	 0.57

Exercisable at year-end		  300,000	 0.57	 150,000	 0.57	 300,000	 0.57	 150,000	 0.57

The weighted average fair value of the options outstanding at year end was $0.08

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	 $0.36

Expected share price volatility	 10%

Risk free interest rate	 6.50%
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The directors declare that:

1. the financial statements and notes, as set out on pages 28 to 59 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 2007 and of the performance for the year ended on that 
date of the company and economic entity;

2. the Chief Executive Officer and Chief Finance Officer have each declared that:

	 (a) �the financial records of the company for the financial year have been properly maintained in accordance with section 
286 of the Corporations Act 2001;

	 (b) the financial statements and notes of the financial year comply with the Accounting Standards; and

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

3. �in the directors’ opinion there are reasonable grounds to believe that the company will be able to pay its debts as and when 
they become due and payable.

The company and its wholly owned subsidiaries have entered into a deed of cross guarantee as described in Note 21 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.

D. Goodrem 
Director

B.P. Cassell 
Director

Dated this 21st day of September 2007

CPI Group Limited and Controlled Entities
Directors’ Declaration
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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 2007, 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, other explanatory notes and the director’s 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.

Director’s Responsibility for the Financial Report

The director of the company is 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 in 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 opinion.

Independence

In conducting our audit, we have complied with the independence requirements of the Corporations Act 2001.

Auditor’s Opinion

In our opinion, 

(a) the financial report of CPI Group Ltd 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 2007  
and of its 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.

 
D A Knowles	 PITCHER PARTNERS 
21 September 2007	 Melbourne

CPI Group Limited and Controlled Entities
Independent Auditor’s Report
to the Members of CPI Group Limited
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Substantial Shareholders

The following information is extracted from the parent entity’s Register of Substantial Shareholders as at 31 August 2007.

							       Number of 
Ordinary Shareholders					     Ordinary Shares

FPB Holdings AG, Arieli Pty Ltd, Goodrem Investments Pty Ltd and Computer Ways Pty Ltd				   8,678,667
Nabawa Pty Ltd 					     12,000,000
ANZ Nominees Limited					     6,211,265
Equity Trustees Limited					     4,101,886

Distribution of shareholdings as at 31 August 2007
							       Ordinary 
Size of Holding					     Shareholders

1 to 1,000					     174

1,001 to 5,000					     572

5,001 to 10,000					     279

10,001 and over					     385

Total shareholders					     1,410

Number of shareholders with less than a marketable parcel					     201

	

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 August 2007

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

	 1.	 Nabawa Pty Ltd				    12,000,000	 19.1%

	 2.	 ANZ Nominees Limited				    6,211,265	 9.9%

	 3.	 FPB Holdings AG				    4,784,142	 7.6%

	 4.	 Equity Trustees Limited				    4,101,886	 6.5%

	 5.	 Citicorp Nominees Pty Limited				    2,593,484	 4.1%

	 6.	 Arieli Pty Ltd				    2,138,612	 3.4%

	 7.	 National Nominees Limited				    1,289,651	 2.1%

	 8.	 Dynamic Press Pty Limited				    1,077,419	 1.7%

	 9.	 Goodrem Investments Pty Ltd				    1,044,227	 1.7%

10.	 Inglis Investments (Act) Pty				    850,000	 1.4%

11.	 Mr Franciszek Wilczynski & Mrs Luba Wilczynski				    804,000	 1.3%

12.	 Computer Ways Pty Ltd As Trustee for The B P Cassell Family Trust				    711,686	 1.1%

13.	 Hammond Royce Corporation				    650,000	 1.0%

14.	 Hans And Delwyn Pty Limited				    621,633	 1.0%

15.	 Ago Pty Ltd				    508,066	 0.8%

16.	 Queensland Investment				    504,259	 0.8%

17.	 Trafalgar Custodians Pty Ltd				    425,000	 0.7%

18.	 Jordam Pty Ltd				    355,000	 0.6%

19.	 Bow Lane Nominees Pty Ltd				    350,000	 0.6%

20.	 Ray And Robyn Pty Limited				    321,600	 0.5%

20.	 Richard And Helen Pty Limited				    321,600	 0.5%

Shareholder Information
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This statement outlines the main corporate governance 
practices in place during the financial year, which 
complies 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 
shareholders’ 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;

• �Regular reporting on 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 pages 20 to 22 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. 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. T. Reilly	 Non-executive Director

Mr D. Abotomey	� Independent  
Non-executive Director

Mr B.P. Cassell	 Executive Director

Mr D.W. Goodrem	 Executive Director 

Mr D.G. Bull	 Executive Director

Whilst the number of non-executive and executive 
directors is evenly matched, 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 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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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 (“Best Practice 
Recommendations”).

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	� Independent  
Non-Executive Director

Mr P. T. Reilly (Chairman)	 Non-Executive Director

Mr J.Ters	� Non-executive Director 
(resigned 29 November 
2006)

Mr D. Abotomey	� Independent Non-executive 
Director (appointed 14 
February 2007)

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

The Remuneration Committee met twice during the year.

Details of Directors Remuneration are set out in 
the Directors’ report and Note 26 to the financial 
statements. Non-executive directors do not receive 
options or bonuses, and retirement benefits are limited 
to statutory superannuation obligations.

Ethical and Responsible Decision Making

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 consolidated entity. 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 26 to the financial statements.

Corporate Governance Statement (continued)
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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 Chief Executive 
Officer. 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.

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.

The members of the Audit Committee during the year 
were:

Mr D. Abotomey (Chairman) 	� Independent Non-executive 
Director (appointed 14 
February 2007)

Mr G. van Wyngen 	� Independent  
Non-executive Director

Mr P. T. Reilly 	 Non-executive Director

Mr J. Ters	� Non-executive Director 
(resigned 29 November 
2006)

The external auditors 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 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.

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 AIFRS 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.



66	 CPI Group Limited and Controlled Entities Annual Report 2007

•	�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

		  - 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.

		  - �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.

The Chief Executive Officer and the Chief Financial Officer 
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.

Disclosure Policies

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

Rights of Shareholders and Communication Strategy

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.

Corporate Governance Statement (continued)
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•	�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 consolidated entity’s internet web 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.

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 31 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 2007 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. 
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Company Secretary 
B. Akdogan

Website 
www.cpigroup.com.au

Registered Office 
41-45 Mills Road 
Braeside  
Victoria 3195 
Ph. (03) 8587 3500

Share Registry 
Computershare Registry Services Pty Ltd 
Yarra Falls 
452 Johnston Street 
Abbotsford  
Victoria 3067

Auditors 
Pitcher Partners	  
Level 19, 15 William Street		  
Melbourne  
Victoria 3000		

CPI Group Limited ordinary shares  
are listed under the symbol of CPI  
on the Australian Stock Exchange Limited.

Company Particulars
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