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IARRINGTON GROUP LIMITED AND CONTROLLED ENTITY
ACN 001 285 230

RETORT OF THE DIRECTORS — 30 JUNE 2003

Your Directors present their report on the company and its controlled entilies for the financial year ended 30
June 2003. :

Direclors

The names of directors in office at any time during or sinee the end of the year arc:

Mr. Michael Ivkovic (resigned 22.1.03)

Mr. Michael B, Silver

Mr. Garry A, Williams (resigned 5.3,03)

Mr. Lindsay Sanford (appointed 22.1.03, resigned 10.7.03)
Mr. William B. Tien (appointed 14.2,03, tesigned 22.6.03)
Mr. Anthony Silver (appointed 16.7.03)

Mr. Francesco Cantur (appointed 29.9.03)

The direciors have been in office sinee the slarl of the financial year to the date of this report unless otherwisc
slated.

Principal Activilies

Daring the year the principal activities of the economic entity, constiluled by Harrington Group Limited and the
entity it conlrolled, consisted of:

(a) The growing of Pinus Radiata and Ticensing of land for Pinus Radiata Plantation, and
( "The design, manufacture and supply of matetial hendling systems
Results lor the Year:
Economic Enlily Parent Entity
2003 2002 2003 2002
§ 5 B 3
Operaling profit (loss) after income tax” (945668)  (739,658) (534,343) (174,668)
Dividends

No dividends have been paid or proposed sinee the last Dircclor’s Report dated 11 October 2002,
Review of Operations

Consolidated Group Loss [or the twelve months ended 30 June 2003 was $945,668 comparcd to a loss of
£739,638 for the previous twelve months,

Advance Conveyors Pty Lid experienced a significant drop in sales from $4,082,357 in the previous year 1o
$2,428,118 1n the year cnded 30 June 2003. This resulted in a net loss of $317,402 compared to z loss of
$308,913 in the previous year. It should be poted that the loss in the current year included a gain of $369,002
being a dsbt forgiven by the parcnl cotity. This amount is alse included in the parent entity as a loss.
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HARRINGTON GROUP LYMITED AND CONTROLLED ENTITY
ACN 001 285 230

The parent entily also cxperienced additional costs in consultants fees incurred in the preparaiion for the sale of
toresiry assols.

This resull was disappointing and reflected the general lack ol activity in the conveyor manufacturing industry
during the last 6 months of calendar year 2002. As a consequence overheads at Advance Conveyors Pty Ltd
have been reduced by $200,000, which is substantially less than the previous year. The Company {s now in a
better position to take advantage of (he increased work that is available now that the general level of activity in
this sector of the industry has Increased.

Advance Conveyors and for that matier, the conveyor manufacturing industry in general, experienced a pick up
in demand during the first six months of calendar year 2003. A pood pipeline of identified opportunities
translated into sales of §1,394,454 for the six months coded 30 June 2003. This compared to tolal sales of

$1,133,664 tor the previous six-month period.

el

Recenl initiatives 1o improve overall productivity and further ratmnahze uvsrhead costs should enable Advance
Conveyors to capitalize on the current market conditions,

Slow but satisfactory progress continucs lo be madc with respect to the disposzl of Hanington’s forestry
interests at Burraga, Lawson, Lithgow and Jenolan. Unexpected delays with the relevan! councils has resulls in
the timetable for the sale bemg pushed out to the fourth quarter of calendar year 2003,

Earlier this ycar Harrington entered into negotiations to secure the exclusive distribution rights for the Luxlite
tange of lighting products for Australia and Oceania. Following an extensive due diligence proccss the
company decided not to pursue this opportunity.

The working capital requirements of the Group were in parl addressed caier this year with the issuc of
1,700,000 ordinary sharcs raising $149,000. A further 3,300,000 shares were issued in September 2003 raising
an additional $132,000. Following a recent review of the company’s growth sspirations snd ongoing working
capital requirements it is likely that we will do a one for one rights issue. This issue will be [ully underwtitten.
Sigmificant Changes

Apart from the malters mentioned above and elsewhere in this report were no significanl changes during the
yeat.

Matters Subsequent fo the End of the Financial Year

Except for the matters discussed above no matlems or circumstances have arisen since the end of the finanaial
year which signifcantly affected or may significantly affect the operations of the ceonomic catity, the results of
those operation, or the state of affairs of the economic entily, in subscquent financial years.

Likely Developmont

The directors are aclively pursuing apportunities to expand the company by acquisition.

Information en Directors

MICHAEYL, B. SILVER Executive Chairman
Cualificalions B.Sc.Eng (Ilons), MLLE. (Ausl)
Lzpcrience Extansive public company and international corporate experience including a

strong background in capital finance raisings. Directly involved and responsible
for commissicning and develaping many engineering and mining projects both
in Ausliralia and Overseas, Has held positions as Chairman, Managing Direclor
and Chief Executive Officer and has been instrumental in the direction of many
lisled  public companies in Australia, Canadz and USA.
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HARRINCTON GROUT LIMITED AND CONTROLLED ENTITY
ACN 00T 285 230

Inlcrest in Shares . . Indirecl interesl 8,926,316

Special Responsibilities Andit Committee

ANTIIONY SILVER Directar

Onalifications BSc (Maths and Computer Seience)

Experience Senior Software Engineet and Analyst Programmer at various high profile
companies.

Interest in Shares Nil

Specia] Responsibilities Audit Committee

FRANCESCO CANTURI Director

{Qualifications Company Dircctor

Experience Innovative administrator and markeler with cxperience in a rapge of industries

including new boutique finance procurement specializing in the funding of
construction and development, prestige real cstale development and the
manufacluring and retailing of diamond and gold jewcllery.

Interest in Shares Nil

Spocial Responsibilitics Nil

The number of directors meetings attended by each of the diractors of the Company during the financial year

were:
Dircctor Mcetings Audit Committce

Altended Held Attended Held

[y
—

Mr. M. B, Silver
Mr. L. Sanford

Mr. ML.I. Ivkovic
Mr. G. A. Williams
M. W, Tico - - - -
Mr, A. Silver - - - -
Mz, F. Canturi - - - -

'
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Directors’ and Executives’ Remuneralion

The company’s policy for determining the pature and amount of remuneration to directors and senior cxecutives
of the company is as follows:

The remuneration structure for senior executives seeks to cmphasise payment for results through providing
various reward schemes, [or cxample the incorporation of incentive payments based on the achievement of sales
and profit targels. The renmneration for directors is teviewed by the Chairman and disenssed with the Board of
Directors when appropriate. Remuneration for the period is as follows:

(a)" Directors

Parent Entity Salary/Fees Directors Fees Vehicle Total
Allowance
b 5 $ $

M. B. Silver - 18,000 - 18,000
G. Willtams - 12,242 - 12242
M.I. Ivkovic 40,000 10,065 - 50,065
L. Sanford - 7,984 - 7,984
W. Tico " 6,833 - 6,833
Total Parent 40,000 55,124 - 05,124
Controlled Entity

M.J. Ivkovic - - 5,420 8,429
Consolidated 40,000 55,124 8,429 103,553
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HARRINGTON GROUP LIMITED AND CONTROLLED ENTITY
ACN 001 285 230

Note:  Directors fees and retirement allowances were accrued but not paid cxcept in the case of
Mr. G. Williams where fees were partially paid.

(b) Executives ($100,000 and over) other ihan a5 included in Directors above:

Controlled Entity )
Salary Superannuation Vehicle Allowance Total
5 $ ¥ B
AK, Brain | 110,000 2.900 2,030 122,530
Audil Cormmittee

=

The company has an audit committee comprising two executive directors. They are responsible for maintaining
a Code of Corporate Conduct for the cconomic entity, and to give the board additional assurance with respect to
the quality and reliability of the information provided. The audil committee is responsible [or the appointment
ol the cxternal auditor.

Corporate Governance Stalcrocnt

The directors of Ilarrington Group Limited aspire to the very highcst slandards of corporaie governance.

A des}:ription of the company’s main corporate governance practices is set out below., it should be kept in mind
that at this stage of the company’s development the level of corporale governance demanded is not the same as
that required by a larger corporation. When new businesses are acquired these practices will be implemented
accordingly. Unless otherwise stated, all these practices were in place for the entire year.

The Board of Directoms

The Board of Directors takes the ultimate responsibility for corporate governance and operates in accordance
with the following broad principles:

- the Board should comprise between 3 and 10 directors

- dircctors shall have power at any time to appoint any other suitably qualified person subject to
election at the next follewing annual general meeting

- 1the Chairman should be either an executive or non-excoutive dircctor

- there is no firm pelicy yet established for the period directors will serve

- the Board should comprise directors with a broad range of skills and experience

- directors, with the exception of the managing director, are re-elected by rotation at each

znnwal general meeting
Dr:luilsof any commilices cstablished, or not established are st out hereunder.

Al the date of signing of the directors’ repost the board consisted of one executive director and lwo non-
executive directors. Mr. M.J. Ivkovic was appainted Managing Director on 18 July 2001 and resigned on 22
January 2003. Mr. W.B, Tien was appointed Managing Director on 14 February 2003 and subsequently
resigned on 22 June 2003. The Company’s Chairman, Mr. M.B. Silver has been [ulflling the Managing
Dirzetor’s role since Mr. Tien’s resignation. The non-execulive dircclors are on call at any time and at regular
formal directors meetings to discuss any matters, which may arise from time to time. Details of the ditectors
ate sot out in the dircctors’ report under the heading “Infonmation on Directors™.

Directors are initially appointed by the full Board, subject to election by shareholders at the next annusl general
meeting,
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IIARRINGTON GROUP LIMITED AND CONTROLLED ENTITY
ACN 001 285 230

Chairman

The Chairman of the Baard may either be an executive or non-exccutive director who is clected by the fall
Ronagd,

Managing Director
The Managing Director i3 an executive direclor who is appointed by the full Board.
Execulive Directors

The performance of exccutive directors Is reviewed by the Board. A Nomination Committee will be formed in
due course.

Non-Execulive Directors

The performance of non-cxocutive directors is reviewed by the Board on an ongoing basis, Any direclor whose
perlormance is considered unsatisfactory is asked to resign.

Independent Professional Advice

Directors have the tight, in conneciion wilh their duties and responsibilities, to seck independent professional
advice. At the date of (his Stalemenl the matter of reimbursement of any such cxpenditure has not been
finalised. When new businesses ate acquired this matter will be readdressed. In the interim all directors are
encouraged to actively participate in all docision making processes and are given every opporlunity to have thoir
opinion heard and respecied oo all matters.

Nominalion Committee

A Nominalion Committee has nol ycl been formed. This Committee will be initiated st the appropriate time in
the company’s development as discussed above.

Remuneration Commilles

A Remunergtion Committee has not yet been formed. The direclors are of the opinion that this type of
commiltec is not yet warranied. Al the appropriate lime this matter will be addressed.

‘The Audit Committee consists of the following exccutive dircotors:

M.B. §ilver (Chairman and Managing Ditector)
A. Silver (Non-executive Direclor)

The main responsibilities of the audit commities are to:

- review and report to the Board on the annual report and financial statements

- provide assurance to the Board that it is receiving adequate, up lo dete and reliable
information

- agsist the Board in reviewing Ihe cilccliveness of the organisation’s internal control
environment covering:
- effectiveness and efficiency of cperations
- reliabality of financisl reporling
- compliance with applicable Jaws and regulations

The committee is also charged with the responsibilitics of weommending 1o the Board the appointment,
temoval and remuneration of the external zuditors, and reviewing the terns of their engagement, and the acope
and qualily of their audir.
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HARRINGTON GROUP LIMITED AND CONTROLLED ENTTTY
ACN 001 285 230

In fulfilling its responsibilities the committes receives remlar monthly fnancial stulements.
The commillee reports informally to the full Board either on an ad-hoc basis or at regular dircotars meetings.
Risk Assessmenl and Management

The Board of Harrington Group accepts the importance of the principles of Risk Assessment and Management.
At this stage of the Company's development the Board has delayed implemeniing a formal strategy on this
matter. When achivity in the company has developed to an appropriate level the Board will implement more
formal risk assessment strategies,

Directors and Employees Trading in Securitics

The company’s policy regarding directors and employees trading in its-securities is set by the Board of
Direclors. The policy restricts directors and employees from acting on matetial information until it has becn
relcased to the marke! end adequate time has been given for this to be réflected in the sacurity’s prices.

Ethical Standards

While the Board has oot yet zdoptcd a [ommal code of Fthical Standards (becavse of the stage of the
developmenl of the company) it does informally subscribe to the highest slandards -of integrity and
pro[cssionalism voder the following main headings:

. professional copduct

- compliance with laws end regulations
- cugtomer relaiions

- supplier relalions

- the environment, and

- conflicts of interest

Shares Issucd

On 16 Seplember 2002 a share placement of 1,000,000 was effected at 10 cents per sharc raising $100,000 for
working capital and on 11 April 2003 a further placoment of 700,000 was effected at 7 cents per share raising
349,000 for working capital. Subscquenl to the cod of the financial year, on 2 September 2003, a sharo
placement was effecled whereby 3,500,000 shares were issued at 4 cents raising $132,000 for working capital.

No share aptions were issued during the year. There are no options on issue.

Subsequent to the end of the financial year directors resolved lo recommend to sharsholders at the anmal
gencral meeting that a rights issue be approved wherehy not less than $1,000,000 be taised at a share price of
nol less than 4 cents per share to raise additional woerking capital for the Company, This proposed issuc will be
fully waderwritten and an Underwriiing Agreement has been signed by Axis Financisl Group (Auvstralia)
Limiled to that effect.

Environmental [ssues

The economic entity’s operations are not subject Lo any significant environmenta! regulations.

Directors' Benelits

Since 30 June 2002, no director of the Company has recaived ot become entitled to receive a benefit (other than
Directors’ Remuneration included in Note 5 of the accounts and interest on loans included in Note 25 of the

accounts) by reason of a contract made or praposed by the Company or a related corporation with the Directors
or with a firm of which he hax x subslantial inancial interest other than as dizclosed below
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HARRINGTON GROYP LIMITED AND CONTROLLED ENTIT ;
ACN 001 235 230 : [

Directors’ and Executive Qfficers® Indemnification

Qince: the year ended 30 June 2002, the Company has paid no msurance premiums in respeet of directors® and
officers' Uability. The cover for this msurance expired on 19 March 2003 and has nat beep Tencwed.

Proceedings on Behalf of the Company

No person has applied for leave of court to bring proczedings on behalf of the company or intetvene m any
procesdings to witich the company is a party fof the purpose of taking responsibility on behalf of the campaty
for all or any part of the proceedings.

-

Signing of Annual Report aml Directors Deslaradon

ing overseas on buslness the Board has approved by resolution

Due to one non-execulive director currently be
the Directors Report end Directors Declaration.

that Mr. Michael B, Silver be suthorized to sign

e ———— .

Sigl"ltsd In sccordance with 2 resolution of directors.
ﬂ‘_
Signed at Sydney this 30 day of Septetnber 2003.

Michael B. Silver
Director ’

e —

#00 I3 .
— e soD HOAHANDD HONVAQY +++ TIIH QUVEOIA BF6GLE60 ¥ TOE  ZTI60 £0. OT/TO
SHOXAANDO AINVAQY 6SOFTLLE Z T9 Tvd 0:0T QA £0. OT/T0



i e S e . i e St s

E
Diractors [
Richad 15 Ml
RH A o,
Rizhurd ©. Colingy
ALA (NZ)

%&a’fﬂxfm{ %Jﬁ g’ J@JM&M Stuare Nottiazac

BEng(Han), MEngSe!

%fw&f oo tralandl é‘ ASIC I, A, Lic, i

. , Tolophona (412) 9921 4588
Tnicneid A aleerd Facumilg (612) 9957 5948 .
Email- rhill@@rhillassec.coma
wirwrhlllasage,cem,au

INDEPENDENT AUDIT REPORT TO THE MEMBERS OF HARRINGTON GROUF LIMITED
Scope .

We have audited the financial report of Harrington Group Limited for the year ended 30Jume 2003
comprising the Statutery Staternents of Fitancial Position, Performance and Cashflows, accompanying
notes and Declaration of Directors. The fmaneial repert included the consolidated financial staternents of
the oopsolidated entity comprizing Hamrington Group Limited and the entities it controiled at the year's end
or from titne to time during the financial year. The Corpany’s directors are responsible for the financial
rapart. We have conductad an independent audit of the financial report In order 10 express an oplndon on it
to the members of the Company. -

Our audlt hae been conducted in accordance with Auelralian Auditing Standards to provide reasomabla
assuranice as to whether the finunvial (eport is free of material misstaterment. Owr procedures Inoluded
examination, on u lest basis, of evidence supporting accounting policies and significant sccounting ;
estimates, These procedures have heen undertsken to form an opinion whether, in all material respects, the
financial report 1s prosented faimly in accordance with Accounting Standards and other mandatory
professional reporting requirements and statutory requirements so a5 o prevent a visw which is consisient
with our understanding of the Company*s and the consolidated entity’s finaneial position, and petformance
us represented by the results of their operations mnd thelr cash flows.

The audit opiniem expressed in this report has been formed on the above basiz. !

Aundit Opinfon
I our opinion the financial report of Harrlngton Group Litnited is in accordanee with:

B) the Corporetions Law including:

() giving a truc and fhir view of the Company and consolidated entity’s financial posttion an at
30 Juna 2003 and of the performanee for the year ended on that date; and

(i) complying with Aucu;mﬂng Standards and the Corporations Regulations; and

k) other nandatory profeasional reporting requirements.

Without qualification to the opinion expresged above, attention is drawn to the following roatter. As noted
undet the Directors” Declaration and note 29 1o the finaneinl staternents, the ability of the Company and of
its subsidiaries to contlpue s going concerna and meet their admimstration commitments 3 dependent i
vptm the Company and its subsidiarics completing the inderwritten rights issue referred to in note 29 fo the |

fmancis] statements and/or commencing prafitable operations.

ASSOCIATES

RIC

MNorth Sydney
30 Septemiber 2003
8
Richard Hill & Assnciates PLy Lud |
ACM. 001 304 013 ABN.BE 003 IMO2T - Uiy Itmited by tha Acoountanta
Laval B, |57 VWalker Stroot, Nerch Sydnoy NEYY 2060 Schama Approved under the
@ Chartered Acsountars FT3 Box 92, Moreh Sydney MSWW 2059 Australia Proloasional Standardg Act 1994 (NSW)
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HARRINGTON GROUP LIMITED AND CONTROLLED ENTITY ' '

ACN 001 285 230

DECLARATION BY DIRECTORS | - .

The Directory of the company declare that:

1. The financial statefents comprising the Statements of Finance Performance, Fosition and Cash Flows,
and accompanying notes, arc in zccordance with the Corporations Act 2001 and:

(2} comply with Accounting Standards and the Corporations Regulations 2001; md

(b) give n true und fair view of the financial position as at 30 June 2003 and of the performance
for the year ended en that date of the company and the consolidated entity.

2. In tha directors’ epinion, there are reasonable groumds io ]:l.e.lie:ve that the company will be able to pay its
debts as and when they become dus and payale,

This declaration is made in necordense vith a reselution of the Board of Dircotors and is signed for and on.
behalf of the directors by:

Mizhael B. Silver
Dircetor

-
Dated at Sydney this _j[? day of September 2003,

e
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HARRINGTON GROUP LIMITED AND CONTROLLED ENTITY

STATEMENTS OF FINANCIAL PERFORMANCE

ACN 001 285 230

FOR THE YEAR ENDED 30 JUNE 2003

Revenues from ordinary activitjes
Raw materials and congumables used
Employce benefits expense
Deepreciation and amortisation
EXpense

Borrowing cost expense
(ther expenses  from
activilies

Profitloss) from ordinary activitics
belore income tax

Income tax expense relating (o
ordinary activilies

Net profit/(loss) altributable to
members of the parent entity

ordinary

Transfer from rcserves
Decrease in asset revaluation reserve

Tatal changes in cquily other than
those resulting from transactions with
UWIer a8 OWners

Pasic earnings per share (cents per
share)

Note

21

20

8

Economic Entity Parent Entity
2003 2002 2003 2002
¥ $ b ¥
2,627,718 4,217,542 157,452 372,923
(1,357,700) (2,370,740) - -
(818,014) {825,852) - -
(65,163) (73,381) (793) (840)
(103,485) (55,527) (17,168) (16,655)
(1,229,024) (1,591,700) (673,834) {530,096)
(945,668) (735,658) (534,343 (174,668 )
(945,668) (739,658) (534;343) (174,668)
(51,243) (47.856) (51,243) (47,856)
{996,911) (787,514 (585,586) {222,524)
2.8 (3.0) -

(The accompanying notes form part of this financial reporl)
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AARRINGTON GROUF LIMITED ANI) CONTROLYED LNTITY
ACN 001 285 230

STATEMENTS OF FINANCIAL POSITION
AS AT 30 YONE 2003 '

Notz Economic Entity Pavent Eutity
2003 20602 2003 2002
) $ § %
Current Assels
Cash assets 9 51,157 42075 21,994 6,785
Roceivables 10 322573 534,955 13,608 45,733
Inventories 11 250,872 267,925 - -
Olber financial assets 12 - 300,000 - 300,000
Total Current Assets __ 624,602 1,144,055 35,602 352,018
Nop-Cirrent Asscis
Ioventorics 11 335978 321,901 335,978 321,901
Investmenis 13(c) 7820 71,850 6,280 68,550 .
Property, plant and equipment and
Torestry assets 14 209,203 304,561 91,169 143,205
Intanpible assets 15 38,507 47,342 - -
Total Non-Cusrenl Assets 591,595 745,654 433,427 533,656
Total Assets . 1,216,200 1,890,609 469,020 885,674
Current Liabiliiies s )
Payables i6 1,142,112 1,012,860 21209 187,216
Istcresi-bearing Jabilities 17 10,596 226,984 10,596 210,813
Provisions : 19 79418 79,807 50,000 50,000
Total Current I.mbihtle.s 1,232,126 1,319,651 272,690 448,020
Nou-Cmrent Liabilitics : '
Interest-bearing liabilities 17 525962 264,682 239,962 44,682
Paovisions 18 23,137 23,329 - -
- Total Non-Current I ishilifies 549,099 288,072 239,962 44,682
Total Liabilities 1,781,225 1,607,723 312,652 , 492711
Net Assets ) (565,025) 282,886 (43,623) 302,963
Sharcholder’s Equity
Coatribited Bquity 19 5,292 308 5143308 5292308 5,143,398
85,801 137.044

Reserves L 20 85,801 137,044
Ruteined profiis 21 _(5.5M3,224) (4.997,556) GA21,822)  (4,887.479)
(565,025) 282,856 (43,623) 392,963

Toial $hareholders Eqnity

(The accompanying notes form part of this financial report}
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HARRINGTON GROUP LIMITED AND CONTROLLED ENTITY

Hooz/029

ACM 001 285 230

STATEMENTS OF CASA TLOWS
IFFOR THE YEAR ENDED 30 JUNE 2003
Noie Economic Enlity Parcul Eatity
2003 2002 2003 2002
$ $ $ $
Cash ows [rom Qperating '
Aciivities
Receipis from customers 2,647,943 4,618,958 69,248 30,400
Paymenis 10 suppliers and cmployees (31956,304) (5.209,634) (244,646) (344,602)
Interest feceived 5,522 39,464 4612 35,145
Interest paid (103,485) (92,104) (17,168) (13,232)
Ciher income 74,063 39,494 14,000 -
Net eash inflow from operaling
activities 2 _(572,%)) {603,822) (173,954) (283,199)
Cash Flows from Investing
Activitios
Payment for purcliase of shares - (117,850) - (114,550)
Prcedds from sale of shares . 95,586 16,000 85,650 16,000
Proeceds from =ale of plant and :
equipment 8,000 40,227 - -
Tayment for bujlding, plant and "y
equipmeni’ “ (11,000) - -
Payment for intellectial property {20,303) (56,810) - (1,850)
Net eash infllow/{outllow) from . <
iwvesting activities 83,233 - {120433) 85650 (100,440)
Cash Flows from Fiuancing
Activilies ‘
Issue new sharcs 149,000 420,973 149,000 429973
Proceeds from borrowings 261,280 464,682 195,280 244,682
Proceeds from convertible note 300,000 - 300,000 -
Converlible note issue - {500,000) -, (300,000
Loan to controlled ciitity - - (340,550) -
Repayment of barrowings (212,003) {63,923) (200,000) -
Net cash (outfiow)/inflow [rom
fimancing aclivities 498,277 530,732 103,730 374,655
Net increasc/(decrease) in cash held”” 9,299 (202,523) 15,426 (8.984)
Cash 3t the beginning of the financial
year 31,262 233,785 {4,028) 4,950
Cash at the end of the fnancial year 27a 40,561 31,262 11,308 (4,008)

(The accompanying notes form parl of this financial repori)
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HARRINGTON GROUP LIMITED AND CONTROLLED ENTITY
ACN 001 285 230

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS FOR THE YEAR ENDING 30 JUNE 2003

Noie 1: Summary of Significaut Accovnting Policies

The financial report is a general purposc financial report and has been prepared in accordance with applicable
Agccouniing Standards, Urgent lssues Group Consensus Views and other avthoritative proncuncements of the
Australian Accounting Standsrds Board and the Corporaiions Act 2001.

The financial rcport covers the economic entity of Harrington Group Limited and controlled entity, and
Harmington Group Limited as an individual parent entity. Harrington Group Limited is a listed public company,
incorporated and domiciled in Australia.

The financial report has been prepared o an aceruals basis and is based on historical costs and does not take
into account changing money values or, except where stated, cument valuations of non-current assels. Cost is
based on fair values of the consideration given in exchange [or assets.

The following is a summary of the matetial accounting policies adopted by ihe¢ cconomic enlity in the
proparation of the Anancia) report. The accounting policies have been consistently applied, unlcss otherwise
slated.

(a) Principles of Consolidation

A controlled enlity is any entity controlled by Harringlon Group Limited. Conlrol exisis whers
Harringlon Group Limited has (he capacity 10 dominale the decision-making in reletion to the financial
and operating activitics of another entity <o that the other enlily operates with Harringlon Group
Limited 1o achieve the objectives of Harrington Group Limited. A list of controlled ontities is
contained iu Note 13 to the financial statemens. )

All intercompany balances and transaclions between entilies in the economic entity, including any
anrealised profits or losses, have been climinated on consolidation.

Where controlled cntities have entered or lefl the economic entity during the year, their operaling

results have been included from the date control was obtained or nnkl the date control ceased.
o

Outside interests in the equity and results of the cntities that are controlled are shown as a separate ilem
i the consolidated financial report

() Imventorics

Invenioties ar measurad at the lower of cost and net realisablc value, The cest of manufaciured
producls includes direct materals, direct labour and an appropriate portion of vasiable and fixed
overheads where applicable. Overheads ate applicd on the basis of normal operating capacity. Costs
are assigned on the basis of averages cosl, :

"

&) Property, Plant and Equipment

Bach class of property, plant snd cquipment is carried al cost or fair values less, where applicable, any
accumulated] dépreciation.

® Freehold land and buildings arc measured on the fair value basis, being the amount for which
an asset could be exchanged between knowledgeable willing parties in ao arm’s length
transaction. It is the policy of the economic entity to have an independent valuation cvery
three years, with annual apprajsals being made by directors.

The revaluation of freehold land and buildings has not taken account of the potential capital
gains tax on assels acquired after the introduction of capital gains tax.

13
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HARRINGTON GROUP LIMITED AND CONTROLLED ENTITY
ACN 001 285 230

NOTES TO ANI» FORMING PART.OF THE
FINANCIAL STATEMENTE FOR THE YEAR ENDING 30 JUNE 2003

Self Generaling and Regencrating Asscls

It is the policy of the economic entity to have annual appraisals made by dircolors. The
cartying amounts of seli-generating and regeneraling assels arc reviewed periodically by
directors 10 ensure they are mot in excess of the recoverable amonnts from these assets. The

@o04/029

recoversble amounts are assessed on the basis of the cxpected net cash flows, which will be -

reccived from the asscls employment and subsequent disposal. In determining the
recoversble amount the expecied nct cash flows portaining to growing timber have been
discounted to their present values. Any movement in the annmal valuation of these asseis will
be reflected in the profit and Boss account.

Licensed Land

Licensed land is valued at directors’ or indzpendent valuation at (hree yearly inlorvals based
on the reooverable amounts relaling Lo Jong term contracts for (be use of a portion of the
company’s frechold lend for afforestation purposes. The recoverable amount is assessed on
the basis of the expecied nct cash flows discounted o their present values. Licance fecs arc
brouglit to ascount as income over the term of the Licence Agreement as they fall due. If
licensod land is forfeited by b liccnsee, the growing timber (hercon is brought 1o account as
growing Hmbery, :

Leases

Loases of fixed assets where smbstantially all the risks and benefils incidental to the ownership
of the asset, but not the lepal ownership, are transferred o colities in 1he cconomic enlily are
classificd as finance leases. Pinance lcases are capitslised, recording an asset and a Liability
equa] to the present value of the minimum lease payments, including any guaranteed residual
values, Leased asscts are depreciated on a siraight line basis over their estimated uzeful lives
where it is likely that the economic entity will oblain ownership of the asset or over the term
of the lease. Leasc payments are allocated belween the reduction of the Jease lisbility and the

lease interest expense for the periad.
v

Lease payments for operating beases, where substantially all the risks and bencfits remain with

the lessor, are charged as expenses in the periods in which they are incurred.

Lsasc incentives under operating leascs are recopgnised ax s liability. L2ase payments received
reduee the lisbility.

Plant and cquipment

Plant and cquipment are meazired on the ¢ost basis.

The carrying smount of plant and equipment is revicwed annually by dircctors to ensurc it is
not in excess of lhc rccoverable amonpt from these assets, The cost of fixed asscts

conslructed within the economic entily includes the cost of matcrial, direct Jabour, borrowing
costs and an appropriate propodion of fixed and variable ovorheads,

14
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RARRINGTON CROUN LIMITED AND CONTROLLED ENTITY
ACN D01 285 230

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS FOR THE YEAR ENDING 30 JUNRE 2003

G)] Property, Plant and Equipment (cont,)

(vi)  The deprecialian rates used for cach class of depreciable assets arc: ,

Class of Fixcd Asset Depreciation Rate
Buildings 4%
Plant and equipment and forestry assets 5-225%
Leased plant and aquipment 25- 3%

{e] Investments

Sharcs in listed companies held as cument assets are valucd by directors at those shares® market valve
at each balance date, The pains or losses, whether realized ot unrealized, are included in profit from
ordinary activitics before income tax.

Hou-current investments are messurcd on the cost basis. The carrying amount of non-currcot
investments is reviewed annually by directors 1o cosure it is not In ¢xecss of the recoverable amount of
lhese investments, The recoverable amount is assessed from the quoted markef value for listed
investments or the underlying net assets for other non-listed investments.

The expected net cash Hows from investments have not been discounted to their present valne in
defermining the recoverable amounts. : :

()] Intangibles
(1) Goodwill

Goodwill and goodwill on consclidation are initially recorded at the amount by which the purchase
price for a busincss or for an ownership interest in a controlled cntity exceeds the fair value altributed
to its net asspts at date of acquisition. Both purchased goodwill and goodwill on consolidation are
amortiscd op a straight line basis over the period of 20 years. The balances are reviewed annually and
any bulance represenling future benefits for which the realisation is considered to be no lonper

probable arc written off,

(ii) Intellectual Property

Intellectual Property is recorded at cost and is amortised on a straight line basis over the period of 3
years, The balances are revicwed apnually and any balance representing future bencfits for which the
realization is considered to be no longer probable are written off.

16=1) Income Tax

The cconomic entity adopts the liability method of tax effect accounting whereby the income tax
expense is based on the profit from ordinary activitics adjusted for any permanent differences,

Timing difforences which arisc during the different accounting periods in which {tems of revenue and
expense are included in the determination of accounting profit and faxable income are brought to
account as eithor provision for deferred income tax or as a future income ax benefit ot the rate of
income tax applicable 1o the peried in which the benefit will be recejved or the liability will becoms

payable.

15
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HARRINGTON GROUP LIMITKD AND CONTROLLED ENTITY
ACN 001 285 230

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS FOR THE YEAR ENDING 30 JUNE 2003

Future income 1ax benefits are not brought to account unless realisation of the asset is assured beyond
reasonablc doubt. Future income tax bepefits in relation to lax losses arc not brought lo account unless
there 15 viriual certainty of realisation of the benefit.

The amount of these benefits is based oo the assumptions that no adverse change will occur in income
tax legislation and the anticipation that the economic will dorive sufficicnt future assessable income ta
¢nable the benchl to be realised and comply with 1be conditions of deductibility imposed by the law.

Unearned Revenus

Uncarned revenuc is only brought to account for the cnrrent financial year. Non-cumeat upearncd
revenue is brought to account over the life of (he contract based on the intetest rate implicil in the
contract.

Cash

Tor the purpose of the statement of cash flows, cash includes:
*  cashon hand 2nd on call deposits with banks or Bnancial iostitutions, net of overdralls;

and
* investmcnts in money markel instruments with loss than 14 days to maturily. )

Comparative Figirres

+ Wherte necessary figures are adjusted to conform with the ¢changes in presentation of the current period.

Employec Entitleinents

Provision is made for the company's liability for emplayes cotitlements arising from services rendered
by employces to balance date. Employee entitiements expected to be settled within one ycar together
with entitléments arising from wages and salaries and anpual leave, which will be =ettled afier ape
yeat, have been measured at their nomisal amount. OQther cmployes entitlcments payable later than
obe yoar have not becn measnred af the prosent value of the estimated future cash outflows as ihe
amoupts involved are sot material. Conptributions are madc by the company to an cmployes
superannuation fund and are charged as expenses when incurred.

Revenue
Revenue from the sale of poods is recognised upon the delivery of goods to the cuslomers,

Interest revenue is recognised on a proportional basis taking into account the interest rates applicable

" o the finaneial assets,

Dividend revenue is recognised when the right lo receive a dividend has been cstablished.

Revenue from the rendering of a servico is recognised upon the delivery of the service to the
customers, ;

Goods and Services Tax (GST)
Revenucs, expenses and assets arc recognised get of the 2mount of GST, cxcept where the amount of

GST incurred is not recoverable from (he Australian Tax Office. In these circumstances lhe GST is
recognised as part of the cost of acquisition of the asset or as part of an item of the cxpense.

16
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HARRINGTON GROUT LIMITED AND CONTROLLED ENTITY
ACN (01 285 230

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS 'OR THE YEAR ENDING 30 JUNE 2003
SAANCIAL oIAIEMENI SR 105 IEANBNLING 30 JUNE 2003

Hole 2: Revenne

Note Economic Eniity Parent Entily
2003 2002 2003 2002
$ $ 3 $
Operating Activilies
- sales 2428118 4082358 - -
- intercsl received (=) 3,522 39,464 4,612 35,145
- other revonue 59,008 8,162 28,077 6,394
- management fees - - - -
- net forcign exchange gain 281 731 - -
- liconse fees 258,763 30,600 28,763 30,600
2,521,782 4,161,315 61,452 72,139
Non-Operating Activities
- proceeds an disposal of property,
plant and equipment 105,036 56,227 96,000 16,000
- debt forgiven - - - 284,784
105,936 56,227 96,000 300,784
. Total Revenuc 2,627,718 4,217,542 157452 — 372923 :
(a) Intercst Revenue from: .
- other persor 5522 39,464 4612 35,145
Total Interest Revenus 5,522 39,404 4,612 35,145

17



al/10

‘03 WED 10:189

FAX 61 2 97714659 ADVANCE CONVEYORS

HARRINGTON GROUI LIMITED AND CONTROLLED ENTITY

ACN 001 285 230

NOTES T0 AND FORMING PART OF THE
LINANCIAT STATEMENTS FOR THE YRAR ENDING 30 JUNE 2003

Note 3 Profit /(Loss) from Ordinary Activities

Profit/(Loss) from ordinary activities
before income tax has been
delcrmined after

(a) Expenses
Cost of Sales

Borrowing costs:

= other persons

- ultimaie patent entily
Total Borrowing cosis

Depreciation and amortisation of non-
current assels:
- plant and equipment
- amortisation oflcased plant and
cquipment
- amortisation intellectual property
Tolal Depreciation and Amertisation

Bad and doubtfn] debus:

- ttade debtors
Rental expense on operating lease:

- minimun lease payments
Finance charges on cupilalized leases
Wrile down of listed investments to
recoverable amount

{b) Revenue and Net Gains

Net grin/(loss) on disposal of non--+
current assats;

- property plant and equipment

- investments
Foreign currency translation gains

Note

Economic Entity Parent Entity
2003 2002 2003 2002
5 $ $ L]
2,226,475 3,672,534 - -
96,826 95,527 10,509 16,655
6,659 . 6,659 ;
103,485 95,527 17,168 16,655
32,273 46,132 793 840
3,852 17,781 - -
20,038 9,468 - -
63,163 73,381 793 840
12,294 (83,370) 2,145 (43,969)
94,106 123,686 210 10,885
793 4,075 - -
16,720 30,000 16,020 30,000
(5,054) - - -
16,020 - 15,800 -
281 731 - -

18
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HARRINGTON GROUP LIMITED AND CONTROLLED ENTITY
ACN 001 285 330

NOTES TQ AND FORMING PART O THE
FINANCIAL STATEMENTS FOR THIS YEAR ENDING 30 JUNE 2003

Economic Entity Paxent Entity
2003 2002 2003 2602
3 $ 5 ]
(¢) Sipnilicant Revenue and
Expenses
The following revenue and cxpepss items
are relevanl in explaining the financial
performance:
Related parlies debts [orgiven - - (340,550) 234,784
Total Significant ltems - - {340,350) 234,784
Noie 4 = Tocome Tax
The prima facic tax on profit from
ordinary activities before income tax is
reconciled do the income tax as follows:
Prima facie tax bemefii on lass from
ordinary activities before income tax at
30% (2002, 30%)
Add: (283,700) (221,897) {(160,303) (52,400)
Tax effect of: :
- non deductible depreciation and
smoriisation 11,107 6,489 - -
- asset write down/(wrile up) 11,914 (5,503) 11,686 (5,503)
- loss on sale of ssscts - 049 . -
- other non-allowable items 1,553 425 498 101
= deb forziven 19,641 - 130,342 {85,435)
(239,485) (219,537) (7,777 (143,237
Less: 4
Tax eficet of:
-employee pwovision (193) (4,013) - -
- lease paymenls and depreciation 95 a8 - -
- doubtful debt provisions 3,142 {24,004) 644 (12,166)
= provision for non-recovery of loan - (28,177) 28177
Tax losses not brought to account - {236,441) {247,258) {45,310) (127,226}
Income tax expense/(benefit) attributable
to profit/(loss) from ordinary activities
before tax - - - -
Future income tax bencht not brought to
account consists of:
- timing differences -66,590 54,951 -130,730 28.435
- lax losses 1,687,674 771996 (33,827 323,629
1,621,084 832,947 503,097 352,064
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HARRINGTON GROUP LIMITED AND CONTROLLED INTTTY
ACN 001 285 230

NOTES TO AND FORMING PART OF THE
TINANCIAL STATEMENTS FOR THE YEAR ENDING 30 JUNE 2003

Notc 5: Remuneration and Retirement Benelils

Note Economic Entity Parcot Entity
2003 20462 2003 2002
$ $ $ $
(&) Direclors’ Remuneration
Income paid or payable to all
directors of cach entity in the
economic entity by the cntitics of
which they are dircctors and apy
related parties 103,553 172,504
Income pajd or payable to all
directors of the parent entity by the
parent entity and any related panics 95,124 164,000
Number of parent entity directors No. *  No. No. No.
whase incone from the parent entity
and apy related parlies was within
the following bands:
50 - $9999 2 - 2 -
$10,000 - §19,999 2 1 2 1
- 850,000 - 559,999 1 - 1 -
$60,000 - 569,999 : - 1 - 1
§70,000 - 879,999 - - - 1
. 380,000 - $89,999 - 1 - -
The pames of parcnt cotity directors
who have beld office during the
financial year are:
Mr. Michae] J. Ivkovic (Resigned 22.1.03)
Mr. Gary A. Williams (Resigned 5.3.03) ¢
Mr. Lindsay Sanford (Appointed 22.1.03, Resigned 10.7.03)
Mz. W.B. Ticn (Appointed 14.2.03, Resigned 22.6.03)
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HARRINGTON GROUP LIMITED AND CONTROLLED ENTITY
ACN 001 285 930

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS FOR THE YRAR ENDING 30 JUNE 2003

Mote 5: Rensuncration and Retinemment Benelils (continued)

Note Economic Entity Parcol Entity
2003 2042 2003 2002
$ $ ¥ 3 '

(b) Exeaulive Remuneration

Remuneration reccived or due and

receivable by execulive officers of

the ¢conomic entity, from entities in

the economic catity and any rclated

entilics for managoment of the

alfairs of the economic entity whose

remuneration is $100,000 or more 122,530 - - -

Remureration roceived or due and

receivable by the executive officers

of the parent entity, from the parent

colity agd sny rclated parties [or

management of the affairs of the

parent cobity apd its subsidjares, .
whose income is $100,000 or more - - - -

The pumber of cxzecutives whass No. No. No. Nao.,
Income was within the following

bands:

$120,000 - 129,999 1 - - ;

Note 6: Auditor’s Remuneralion

Remuneration of the auditor of the
parent entity for:

- sudiing or reviewing the

fipancial report 20,000 73,623 8,140 49 540

- other services 13,969 - 13,969 15,000
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HARRINGTON GROUP LIMITED AND CONTROLLED ENTITY
ACN 001 285 230

NOTES T0O AND FORMING PART OF THE
FINANCIAL STATEMENTS FOR THE YEAR ENDING 30 JUNE 2003

Nofe 7; Divideads
Mo dividends were paid durdng the financial period

Note Economic Entity Iarcul Entity
2003 2002 2003 2002
$ $ % 3
Balunce of franking account at year
end adjusied for franking credits
ariging from payment of provision
for income tax and divideads
recognised as receivables, Franking
debiis arising from payment of
proposed dividends and franking
credits that may be prevented from

distribution in subscquent financial
years. 2,796,066 2,796,066 2,739,521 2,739,521

Nole §: Earnings per share
Weighted avecrage rpumber of
ardipaty shares outstanding during
the ycar used in calculations of '
basic earnings per share. 35,141,596 23,920,036

Diluted earnings per share has not been disclosed as it is not materially different from basic earnings per share,

Noie 9; Cash Assots
Cash at bank apd in hand 51,157 42,075 21,994 6,785
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BARRINGTON GROUP LIMITED AND CONTROLLED ENTITY
ACN 001 285 230

NOTES 10 AND FORMING PART OF THE
TINANCIAY STATEMENTS FOR THE YEAR ENDING 30 JUNE 2003

Note 10 Reccivables

Note Economic Entity Pareat Entity
2003 2002 2003 2002
$ $ $ $
Current
Trade deblors - 336,386 486,149 6,017 16,743
Provision for doubtful debis {43,831) (36,366) - {860)
292,555 449,783 6,017 15,883
Other debtors 20,018 85,172 7,591 29,350
322,373 534,955 13,608 45,233
. Non-Corrant
Amounls recajvable from:
- controlled entity - - - 93,023
- provision for non-recovory - - - (93,923)
Note 11: Inventories
Current K
Raw materials and stores 206,875 236,503 - - -
Work in progress 5,392 9,541 - -
Finished poods 31,022 17,227 - -
Stock in lransit . 7,383 4,204 - -
' 250,872 267,925 ' - -
Non-current
Self-Generating and Regenerating
Torests "«
- at directory” valuatiop 30.6.2002 - 321,901 - - 321,901
- at director’s valuation 30.6.2003 335,978 - 335,978 . -
335,978 321,901 335,978 321,901
Plantations 2003 2002 2003 2002
hectares hectares hectares hectares
Sofiwood — Finus Radiata
Opening balancs 1 Tuly . 238 224 238 224
Disposal by sale - - - -
Transfer from licensees 20 14 20 14
Closing balance 30 June 258 238 258 238
Economic Entity Parent Entity
2003 2002 2003 2002 '
$ $ 5 $
Openipg balance 1 July 321,901 303,558 321,901 303,558
Disposal by sale - - - -
Transfer from licensces 14,077 - - 18,343 14,077 18,343
Closing balance 30 June 335,978 521,501 335,978 321,901

Following 2 review by directors at 30 Tune 2003 supportcd by external valuations, il was decided to leave
forestry assets at existing valucs.
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NOTES TO AND FORMING PART OF THR
FINANCIAL STATEMENTS FOR THE YEAR ENDING 30 JUNE 2003
Note 12: Other Pinancial Assets
Economic Entity Parcni Entity
2003 2002 2003 2002
$ $ $ $
Current
Converlible note - 200,000 - 300,000
Note 13: Investments
(a) Controlled entity and ils conlribution to consolidated loss
Counalry of Percentage Owued Contribution to
Incorporation Consolidated Loss
2043 2002 2003 2002
% % $ $
Parent Bntity
. Harrington Group Limited Australia - - (317,402) (80,745)
Subsidiary Entity
Advance Conveyors Pty Itd  Australia 100 100 (534,343)  (658,013)
Harrington Technologies Ltd  Australia 100 100 - -
(851,745)  (739,658)
Eliminations (93,923) -
{945,668)  (739,658)
{b) Investment in Controlled Entity
Name of Entity Country of Class of Equity holding Cost of Parenl Enlily’s
Incorporation  Sharcs Yovestment. |
2003 20412 2003 2002
% % 5 $
Advance Ausiralia Ordinary 100 106 2,614,491 26144901
Conveyors PAL Preference 100 100 2,614,491 2,614,491
5,228,982 5,228,982
Harrington Australia Ordinary 100 - 2 -
Technologics Lid
5,228084 5228982
Less: Bividends received from pre-acquisilion profit 1,432,632 1432632
3,796,352 3,796,350
Less: Provision for diminution of investment 3,796,352 3,796,350
{c) Acquisition of Controlled Enlity:
Name of catity: Harrington Technologies Limited
Date of acquisition: 28 February 2003
Percentage acquired: 100%
Cost of acquisition: $2.00
Goodwill on consolidation:  Nil

24
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HARRINGTON GROUT LIMITED AND CONTROLLED ENTTTY

ACHN 001 235 230

NOTES TO AND FORMING PART.OF THR
FINANCIAL STATEMENTS FOR THE YEAR ENDING 30 JUNE 2003

Nele 13: Invesiments (continned)

{d) Investmcots Economic Entity Parent Entity
2003 2002 2003 2002
5 L 5 $
Listed public companies at market value 30.6.03 7,820 65,250 6,280 65,250
Unlisted compaaies al cost 30.6.03 - 6,600 - 3,300
7820 71,850 6,280 68,550
Note 14: Property, Plant and Equipment
and Forestry Agsets
Economic Entity Parcnt Entity
2003 2002 2003 2002
$ H] $ §
Mant and Equipment
- at cost - - 22594 22,504
- al directors valuation 1.7.2001 153,390 195,419 - -
153,390 195,419 22,594 22,594
Accummnlated depreciation (32,273) {46,131) (19,601) (18,808)
121,117 149,258 2,993 3,786
Plant Equipment under Finance - 34,450 - -
Leases
Accumulated smortisation - (18,636) - -
. 15,854 . -
Total Plant aad Equipmont 121,117 165,142 2,993 3,756
v
Forestry Assely
Freehold Land
- al directors® valuation 30.6.2002 51,754 49,589 51,754 49,589
Licensed Lagd
- at direclors” valuation 30.6, 2002 - $9,830 89,830
- at directors® valuation 30.6.2003 36422 - 36,422 -
36422 89,830 36,422 59,830
Total Forestry Asscts 88,176 135,419 88,176 139,419
Tetal Property PFPlanl and
Equipment 209,293 304,561 . 91,169 143,205
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HARRINGTON GROUP LIMITED AND CONTROLLED ENTITY
ACN 00 285 230

NOTES TG AND FORMING PART.QF THE
FINANCIAL STATEMENTS FOR THE YEAR ENDING 30 JUNE 2003

Note 14: Property, Plunt and Equipment and Forestry Asscts(continwed)

{a) Movements in Carrying Amounts
Movement in the ¢arrying amounts for each class of property, plant and equipment between the
beginning and the end of the financial year. Asset valvations on [orestry assets aad plant znd
equipmenl by directors were carried out, supported by external advice as to expecled market

values,
Plani & Leased Foresiry  Foresiry Total
Equipment  Plaot & Lond  Licensed
Equipment Land
Economic Eatity:
Balance at the beginning of year 149,283 15,854 49,580 89,830 304,561
Additipns 17,157 - - - 17,157
Dispnzals {13,055) {12,002) - - (25,057)
Revaluation decrements - - 2,165 (53,408) (51,243)
Depreciation expense (32,273) (3,852) - - (36,125)
Carrying amount at the end of 120117 T 5174 34 209555
the year
Planl & Leased  Forestry Foresiry Total
Equipment  Plant & Land  Licensed
Eguipment Land
Parent Enlity:
Balance at the beginning of year 3,786 - 40580 89830 143,205
Revaluation .
incrementsf(decrements) - - 2,165  (53,408) (51,243)
Depreciation expense (793) - - - (793)
Carrying amount at the end of 2993 - 51,754 36422 91,169
the year
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HARRINGTON GROUP LIMITED AND CONTROLLED ENTITY
ACN 001 285 230

NOTES TO AND FORMING PART.OF THE
FINANCIAL STATEMENTS FOR THE YEAR ENDING 30 JUNE 2003

Nole 15: Intangible Assets

Economic: Entity Purent Entity
2003 2002 2003 2002 '
$ S 3 §
Inlellectnal Property 47,342 56,810 - -
Adjusted Cost 20,203 - - -
67,545 56,810 - -
Accumulaled Amortisation (29,038) (9,468) - -
28,507 47,342 - -

Intellectual Property compriscs the cost value of the technical drawings of all standard deslpns of the controlled
entity Advance Conveyors Ply Ltd, Intellectual Properly is amortised over 3 years commencing 1.1.2002.

Note 16: Payables

Current .

Unsocured liabilities

Trada creditors 591,449 735,886 182,972 157,898

Supdry creditors and  accrued K

£Xponses 550,663 276,974 20,122 29,318

1,142,112 1,012,850 212094 187,216

Note 17: Interest Bearing Linhilities

Current

Unsecured liabililics

Bank overdrafis 10,596 10,813 105396 10,813

Other loan - 200,000 - 200,000
10,596 210,813 10,596 210,813

Secured liabilitics

Lease liahilities - 16,171 - -
10,596 224,934 10,596 210,813
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HARRINGTON GROUP LIMITED AND CONTROLIED ENTITY
ACN 001 285 230

NOTES TO AND FORMING PART.OF THE
FINANCIAL STATEMENTS FOR THE YEAR ENDING 30 JUNE 2003

Note 17; Interest Bearing Liabilitics (continued)

Economic Entity Parcnt Entity
2003 2002 2003 2002
Note $ $ $ $
Non-Corrent '
Seoured liabilitics
Other loans 525,962 264,682 239,962 44,682
{a) Total current and non-current
scoured liabilitics:
Other loans 525,962 264,682 239,962 44,682
Lease liabilities 2 - 16,171 - -
325,962 280,835 239,962 44,632
(b) The carrying amounts of non-
currenl assets pledged as securily
for other loars are:
First morlgage over forestry
asscis 64,682 44,682 64,682 44 682
Floating chargc over assets 461230 220,000 175,280 -
525,962 264,682 739,962 44,5682

() Leasc labilities arc scoured by a
¢harge aver the underlying plant
and equipmenl
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HARRINGTON GROUP LIMITED AND CONTROLLED ENTITY
ACN 001 285 230

NOTES TO AND FORMING PART-OF THE
FINANCIAL STATEMENTS FOR THE YEAR ENDING 30 JUNE 2003

Nole 18: Provisions

do19-/029

Note Economic Entity Parcnt Entity
2003 2602 20403 2002
5 -3 b 5

Current
Employee entitlements 79,418 79,807 50,000 50,000
Non-Current .
Employee entitlements 23,137 23,390 - -
{a) Aggregate employee entitlement
liability 102,555 103,197 50,000 50,000

No. No. No. No.
(b) Number of cmployees at year
end - 15 13 - -
Nole 19: Contribuisd Equily
35,897,312 (2002: 34,197,312) fully
paid ordinary shares 5,292,398 5,143,398 5202398 5,143 398
{a) Ordinary sharcs - number No. Ne. No. No.
Opening Balance 1.7.02 4,197,312 14,898,656 134,197,312 14,898,656
Share Placcment 10.7.01 @ 4 ceats ’
per share - 2,200,000 - 2,200,000
Rights Jsswe 5.2.02 @ 2 cents per ‘
share - 17,008,656 ~ 17,098,656
Share Placemcnl 16.9.02 @ 10 cents 1,000,000 - 1,000,000 -
per share
Ehbare Placement 11.4.03 @ 7 cents 700,000 - 700,000 -
per share
Balance 30.6.03 . 35,897,312 34,197,312 35,897,312 34,197,312
(b) Ordinary shares — value 3 S -3 3
Opening Balance 1.7.02 5,143,398 4,713,425 3,143,398 4,713,425
Share Placement 10.7.01 - 88,000 - 88,000
Rights Jssue 5.2.02 - 341,973 - 341,973
Share Placement 16.9.02 100,000 - 100,000 -
Sharc Placement 11.4.03 49,000 - 49.000 e
Balance 30.6.03 5,292,308 5,143,398 5,202,308 5,143,398
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HABRRINGTON GROUP LIMITED AND CONTROLLED ENTITY
ACN 001 285 230

NOTES TO AND FORMING PART.OF THE
FINANCIAL STATEMENTS FOR THIEE YEAR ENDING 30 JUNE 2003

Nole 28: Rescrves

Note Economic Entity Parent Entity .
2003 2002 2003 2002
$ 3 3 3
Asset nevaluation reserve
Balance as at start of financial year 137,044 184,900 137,044 184,500
Revaluation decrement on change in
dircetors valuation of forestry assets (51,24%) (47,836) (51,243) (47.856)
Balance a= at end of the financial
year 85,80 137,044 85,801 137,044

The asset revaluation reserve records revaluations on non-cument assets.

Notec 21: Bedained Profits

Retained profits al the beginning of (4,997,556)  (4,257,898) (4,387,479) (4,712,811)
the financial ycar

Net profilf(loss) aitributable to

members of the parcot cotity {945 ,568) (739,658))  (534,343)  (174,668)

Retained profits at the end of the
financial year (5,943,224)  (4,997556) (5,421,822) (4,887,479)
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BARRINGTON GROUP LIMITED AND CONTROLLED ENTITY
ACN 001 285 230 o

NOTRS TO AND FORMING PART OF THE
FINANCIAL STATEMENTS FOR THE YEAR ENDING 30 JUNE 2003

Note 22: Capital and Leasing Commitinents

Note Fconomic Entily Parent Eolity
2003 2002 2003 2002
$ L3 $ $
{a) Finance [ sasc Commitments
Payable:

- nol later thap 1 yoar - 16,964 - -
Minimum leasc payments - 16,964 - -
Future finance charges - (793) - -

Total Lease Liability 17 - 16,171 - -
Finance Jeases cover motor vshicles
for various terms and ipferests ratos
(b) Operating Lease Copmitments
Non-cancellable operating  leases
contracted for but not capitalised in
the financial slatemenis
Payable:
= not later than 1 year 7,766 31,975 - 910
7,766 31,975 - 910

Operating (Property)

Leuses have the following terms: 0

(i) Non-cancellable terminating on v

31 July 2003, with ap option to

renew the lease for a further 6

months, To date this option has

not been iaken up, :

31
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RARRINGTON GROUP LIMITED ANIY CONTROLLED ENTITY
ACH 001 285 230

NOTES TO AND FORMING PART.OF THE
FINANCIAL STATEMENTS FOR THR YEAR ENDING 30 JUNE 2003

Note 24: Financial Instruments (continued)

(a)

®)

Credit risk exposure
Credit visk is the risk that counter parlies 10 1 financial assct will fail 1o discharge their obligations, cansing
the economic entity to incur 2 fipancial loss.

Financial instrumenis on the Statement of Financial Position

The credit risk exposure of the economic entity to financial asscts, cxcluding investments in sharcs, which
have beep recognised on the Statement of Financial Posilion, is generally the carrying amount, net of any
provisions for doubtful debts.

The economic entily altempts to minimize lhe credit risk exposure op trade debtors by undertaking
transactions with a large number of customers and counter parties in various scclors.

Nel [air valpcs of financial asscis and liabilitics

Financial instruments on the Statement of Financial Position

The carying amounts of cash, cash cquivalents and non-interest bearing monclary financial assets and
liabilities (e.g. accounts receivable and payable) approximatc nct fair valie. The carrying amonats and net
fair values of financial assets and liabilities at balance dalc are as stated jo the Statément of Financial
Position"s as presented.

Note 25: Related Partics

Apart from the details disclosed in this note, ao director has cntered into contracts with the company since the

cnd of the previous financial year.

Effective 1 July 2001 the company ¢atered inlo an agreement with Woodwell Pry Lid (a company associated
with Mr. M. J. Ivkovic) for the provision of mapagement services. Woodwell Py Lid is eotitled to $60,000 per
anoum. ‘

Duriag the financial period, Sustainable Resource Development Corporation Pty Iid, & company associated
with Mr. Michae] B, Silver, provided the company with loan funds of $179,071 at an interest rate of 12% per
annum.

Directors Transactions as Sharelolders

- Number and class of shares acquired or disposed in the periad.

(a) Sustainable Resource Development Corporation Pty Ltd 2 company azsociated with
Mr. M. B. Silver

- Acquired Nil ordinary shares (2002, 14,025,816)
(b) Associated with Mr. W.B. Tien

Square Triangles Pty Lid

- Acquired 200,000 ordinary shares (2002, Nil)

- Disposed 192,000 ordinary shares (2002, Nil)

W.B. Tien

- Acquired 370,000 ordinary shares (2002, Nil)

- Disposad 157,800 ordinary shates (2002, Nif)

The Belloc Family Trust

- Acquired 720,000 ordinary shares {2002, Nil)

34
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HARRINGTON GROUP LIMITED AND CONTROLLED ENTITY
ACN 001 285 230

NOTES TO AND FORMING PART OF THE
FINANCIAL STATEMENTS FOR THE YEAR ENDING 30 JUNE 2003

Nole 25: Relaled Parties (continued)
- Number and class of shares held at the reporting date.

(a) Sustainable Resource Development Corporation Pty Lid a company associated with
Mr. M.B. Silver
-8,926,312 ordinary shares (2002, 14,025,816)

Pirectors Transactions as Sharcholders
- Number and ¢lass of shares asquired or disposcd in the period.

(a) Sustainable Resource Development Corporation Pt Lid, u company associated with
Mr. M.B. Sitver
-acquired NIL ordinary shares (2002, 14,025,816).
-s0ld 5,009,550 ordinary shares (2002, NIL).

- Number and class of shares held at the reporting date:
(a) Sustainable Resourcs Development Corporation Pty Lid a company associated with
Lgrggsﬂg?a ordinary shares (2002, 14,025,816). ‘
Wholly-owned Group

The wholly-owned pronp consists of Harrington Group Limited and wholly-owned controlled entities
Agdvance Conveyors Ply Lid and Harringlon Technologies Limited.

3s
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HARRINGTON GROUP LIMITED AND CONTROLLED ENTITY
ACN 001 285 230

NOTES TO AND FORMING PART-OF THE
FINANCIAL STATEMENTS FOR THE YEAR ENDING 30 JUNE 2003

Note 26: Reconciliation of Operating Profit after Income Tax 1o Net cash Flow inflow from Operating

Activitics
Consolidated Parcnt Entity
2003 2002 2003 2002
4 3 5 &
(1) For the purposes of the statements of cash flows, cash includes cash on hand and in banks net of bank -
overdrafts.

Cash at the cnd of the firancial year as shown in the statements of ¢ash flows is reconciled to the relevanl
items in the Statement of Financial Position as follows:

Cash on hand 207 307 7 107
Cash at bank 50,950 41,768 21,987 6,678
Bank overdraft (10,596) (10,813) {10,596) (10,813)
Cash as per statemenl of cash flows 40,561 31,262 11,398 (4,028)
(b} Operating (loss) aller income Lax (945,608) {739,658) (534,343) (174,668)
Depreciation and amortisation 65,163 73,381 793 840
Bad and doubtiul debts 2,610 (83,730) 1,285 {43,969)
Provision for non-recovery of loan - - - 93,923
Provision for employee ¢atitlements (642) 36,625 “ 50,000
(Profity/Loss on sale of zssets (et) (31,556) 45,731 (47,400) 30,000
Dicht forgiven - 65,471 - .340,550 (284,784)
Write down/ (write up) orcsts {14,077) (18,343) (14,071 (18,343)
Accmed Dircclors’ Fees 38,909 - 48,900 -
Sundry lloms - - 16,020 -
Sub total (812,790) {685,994) (198,263) (347,001)
Change in operating assets and

liabilitics

(Incrcasc)/decrease in term trade

debtars 147,618 260,959 &581 + 46,830
Decreasc/(incrcase) in other debtors 55,154 101,219 29,739 (11,924)
Decreasef(increase) in inventorics 17,053 187,183 - .
(Decrease)/increass in controlled entity - - - 142,786
{Decrease)/Increase in trade creditors

and acornals 20,704 (467,189} {14,031) {113,850)
Net cash inflowf{outflow) from K

operating activitics (572,261} (603,822) (173,954) (253,199) )
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HARRINGTON GROUP LIMITED AND CONTROLLED ENTITY
ACN 001 285 230

NOTES 10 AND FORMING PART OF THE
FINANCIAL STATEMENTS FOR THE YEAR ENDING 30 JUNE 2003 .

Note 27: Superappuation Commitment

The economic entity participated in industry sponsored supstannuation plans during the year at the rate of 9%
for each employce. )

Note 28: Company Detajls

The registered office and principal place of business of the parcnt company is:
Harringion Group Limited
352 Horsley Rd
Milperra NSW 2214

The registered office and principal place of business of the controlled entity is:
Advance Conveyors Py Ltd
352 Horsely Road
Milperra NSW 2214

Note 29: Subscequent Events

On 2 September 2003 a share placement was effected whereby 3,300,000 ordinary shares were issved at 4 cents |
per share ising $132,000 for the purposes of additional working capilal.

Directors have resolved 1o recommend to sharcholders at the annual general meeting thal a rights issue be
approved whereby not less than 51,000,000 be raiscd at a share price of not less than 4 cents per share to raise
additional working capital for the Company. This proposed issue will be {ully underwritten and an Underwnlmg
Agreement has been signed by Axis Financial Group (Australia) Limited to thal clfcct.
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HARRINGTON GROUTP LIMITED AND CONTROLLED ENTITY

ACN 001 285 230

NOTES TO AND FORMING FART OF THE

FINANCIAL STATEMENTS FOR THE YEAR ENIMNG 20 JUNE 2003

STATEMENT OF SHAREHOLDING
AS AT 24 SEFTEMBER 2003

Maujor Shareholders Fully Paid Ordinary Shares

SHAREHOLDERS Number of shares held % Holding
Eusraipable Resource Developmeat Corporation Ply Lid 8,926,316 24.87
Shinewin Nominees Limited 4,720,000 13.15
Forostbrook Pty Ltd 4,450,000 12.40
Paloma Enterprises Ply Limited 2,800,000 7.80
Fair Choica Limited 1,716,360 4.78
Molby Investments Lid 1,645,000 4.58
Mr Joseph Maxim Goldberg 1,294,000 3.60
Baymist Coxporation 'ty Lid 1,000,000 279
Mr Raydon Ayers Lines 887,152 247
Moby [nvestments Limiled - 700,000 1.95
Mr Aodrew Geoffrey Bgan & Mrs Cecilis Bgan (Egan Executive 516,400 142
SMund A/C)
‘William Joseph Carpenter and Margaret Esther Carpenter 306,720 0.85
The Way Development Py 1id 275,000 0.77
Yelidine Holdings Pty Ltd 256,885 0.72
Ms Giin Ec Lan 250,000 0.70
Bestraw] Pty Ltd (IB Family Fund A/C) 200,000 0.56
Otira Pty Lid (Alf Lee Unit Fupd A/C) : 200,000 0.56
Tobinill Pty Ltd 200,000 056
Mr Rui Lin Wang 200,000 0.56
Zephyr Pty Ltd (A Branicki Super Fund A/C) 200,000 0.56
30,743,873 85.67
Perccnlage held by 20 Jargest sharelielders 90.17%
Distribution of Shareholdings
1 - 1,000 11
1,001 - 5000 343
5001 - 10,000 74
10,001 - 100,000 67
100,001 -  andover 26
521
Number with less then a markctable parcel: 429
Substantial Shareholders % Number of shares
keld
Sustaipable Resouree Development Corporation Pty Lid 24.87 8,926,316
Shinewin Nominees Limited 13.15 4,720.000
Forestbrook Pty Ltd . 1240 4,450,000
FPaloma Enterprises Ply Limited 7.80 2,800,000
58,22 20,895,316

Stock Exchange Listing — Listing has been granted for all the ordinary sharcs of the company on all Member

Exchanges of the Australian Stock Exchange Limited.

All holders of ordinary shares have cqual voting ripghts '
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HARRINGTON GROUP LIMITED AND CONTROLLED ENTITY
ACN 001 285 230

NOTES TO AND FORMING PART-OF THE

TFINANCIAL STATEMENTS FOR THE YEAR ENDING 30 JTUNS 2003

CORPORATE DIRECTORY

DIRECTORS
Michacl B. Silver B.5¢, Eng (Ilors)

Chairman

Anthony Silver, BSc.
Dircelor
AUDITORS
Richard Hill & Associates
Sydney
BANKERS
National Anstralia Bank, Sydney
Macquuric Bank Limited, Sydney
SOLICITORS
Mallesons Stephen Jaques
Sydney
SHARE REGISTRY

Computershare Investor Services Pry Lid
Level 3, 60 Camrington Street
Sydncy NSW 2000

REGISTERED OFFICE

352 Hotsley Rd
Milperra NSW 2214
Telephone (02) 9772 4499
Facsimile (02) 9771 4659

FRINCIPAL OFFICE

352 Horsley Rd
Milparra NSW 2214
Telephone (02) 5772 4499
Facsimile (02) 9771 4659
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