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PRO-PAC PACKAGING LIMITED
(PPG)
COMMENTARY ON ASX APPENDIX 4E
FOR THE FINANCIAL YEAR
ENDED 30 JUNE 2006

INTRODUCTION

The Directors of Pro-Pac Packaging Limited {ASX: PPG} are pleased to provide this commentary on
the performance of the Company for the financial year ended 30 June 2006,

Revenue for the year of 524.1 million represented an increase of over 12% from the previous
corresponding year’s normalised (12 month}) result and by over 30% from the revenues achieved in the
year ended 30 June 2004. Revenue growth reflected organic and acquisitive growth from acquisitions
made prior to commencement of the 20065/06 financial year.

In accordance with the guidance provided to the market in July 2006, PPG realised a profit before tax
{PBT) of $1.52 million for the year ¢nded 30 June 2006. Earnings for the period were adversely
impacted by additional costs incurred in implementing the Company’s new CRM and IT accounting
systemn and consequential additional overhead costs mcurred in administration, logistics and
procurement caused by deficiencies in the new system. Following a decision to migrate to a new IT
system during the 2007 fmancial vear, the residval carrying value of the existing IT system of
$112,964 has been written off as at 30 June 26006,

Notwithstanding the adverse impact on PBT, net cash flows from operations improved to $2.71
million. Overall cash improved by $1.39 million for the year o $2.20 million as at 30 June 2606.

Income tax expense of $0.46 million was mcurred during the period resulting in a net after tax profit of
$1.66 million being declared by the Company for the financial year ended 30 June 2006.

DIVIDENDS

The Company has declared a fully franked final dividend of 1 cent per share. The record date for
determiming entitlement to the dividend 1s 29 September 2006 and the dividend will be paid on 16
October 20006, As with the interim dividend, the Company’s Dividend Remvestiment Plan will apply to
this dividend. A discount of 3% to the volume weighted average sale price per share during the four
trading days up to and including the Record Date for determimng entitlements will apply to
shareholders who elect to participate in the Company’s Dividend Remvestment Plan.

OUTLOOK

Under the direction of the Company’s new Managing Director, Mr Trevor Morrow, who assumed
responsibility Tor PPG m April 2000, management has embarked on a profit improvement program
with an emphasis on enhanced sales management, improved procurement, streamiined logistics, and
overhead cost savings. The Company has also devoted considerable energy and resources to
identifying and evaluating suitable acquisition targets in conformty with its announced acquisitive
growth sirategy. When combined with aniicipated continuing revenue growth, the Company is
forecasting mmproved revenues and profitability mn the 2006/07 financial year.

John Read
Chairman
30 Augnast 2006
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Appendix 4E

Preliminary Final Report
Results for announcement to the market

Pro-Pac Packaging Limited
for the year ended 30 June 2006

Resulés
Revenues from ordinary activities up 514% 1o $ 24,175,806
Profit from ordinary activities after tax attributable to
members up 280%:  to 1,062,032
MNet profit for the year attributable to members up 280%  to $ 1,062,032

Dividends (distributions)

Ameunt per security | Franked amount per

security
Final Dividend E.00¢ 100 ¢
[nterim Dividend .25¢ 125¢

Information on Dividends:

The Company has declared a fully franked final dividend of | cent per share which will be paid on 16
October 2006,

As with the interim dividend, the Company’s Dividend Reinvestment Plan will apply to this dividend. A
discount of 3% to the volume weighted average sale price per share during the four trading days up to and
including the record date for determining entitlements will apply to shareholders who elect to participate in
the Company’s Dividend Reinvestment Plan.

Record date for determining entitiements to the final dividend 29 September 2006
Last date for elections to participate in the Dividend Reinvestment Plan 29 September 2006
Commentary

Brief explanation of any of the figures reported above:

The Company acquired Pro-Pac Group Limited and the Pro-Pac packaging businesses on 28 April 2005,
Accordingly the comparative results for the prior period only include trading operations for the period from
28 April to 30 June 2005,

The Company was incorporated on 16 February 2005 and as a result, the report for the period ending 30
June 20035 was required to be prepared in accordance with Australian Equivalents to International Financial
Reporting Standards.

Please refer to the attached commentary for a more detailed review of the Group and the ongoing operations
and expectations for the future of the underlying Pro-Pac packaging business.
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PRO-PAC PACKAGING LIMITED
(AND ITS CONTROLLED ENTITIES)

INCOME STATEMENT
FOR THE YEAR TO 30 JUNE 2006 (WITH THE COMPARATIVE FOR THE PERIOD 28 APRIL TO 3¢ JUNE 2005)

MNotes Consolidated  Consolidated

2006 2005
3 $
Revenue from sale of goods 24,062,784 3,921,183
Iterest ncome 102,274 17,446
Other incorne 10,748 -
Total Revenues From Ordinary Activities 24,175,806 3,938,620
Expenses
Amortisation of pre paid rovally 264,792 -
Cost of goods sald 14,917,231 2,437,216
Depreciation exponse 340,515 19,086
Distribettion, consumables and rovalty costs 694,986 163,634
Employes expenses 4,209,803 588,437
Financing costs 191,656 1,779
Rental expenses 337,450 119,357
Othwr expenses from ordinary activities 1,585,703 198,995
Write off of residual carrying value of IT system 112,964 -
Profit from Ordinary Activities Before Related Income Tax Expense 1,520,706 410,125
Incoene tax expense A 458,674 130,340

Net Profit 13 1,062,632 279,785
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PRO-PAC PACKAGING LIMITED
(AND ITS CONTROLLED ENTITIES)

BALANCE SHEET
AS AT 30 JUNE 2006
Notes Consolidated  Consolidated
2006 2005
$ $
CURRENT ASSETS
Cash and cash equivalents T4 2,198,053 807,886
Trade and other receivables 6 3,548,222 4,128,601
Inventories 7 1,487,134 1,550,430
Prepayrnonts 311,568 114,563
Tax Recetvable 331,268 -
Total Current Assets 7,876,285 6,601,480
NON-CURRENT ASSETS
Receivables & 1,199,565 775,405
Property, plant and equipment 8 1,288,541 1,207,652
Intangible assets G 13,412,687 13,366,689
Pleferred tax assets 478778 527,785
Prepayrments 2,575,983 -
Other agsets 12,674 16,819
Total Non-Current Assets 18,969,228 15,894,350
TOTAL ASSETS 26,845 813 22 495,830
CURRENT EIABILITTES
Trade and other payables 16 3,049,369 2,472123
Interest bearing borrowings 164918 47,244
Prowisions 11 359,447 314,480
Current tax liabilities - 162,699
Total Current Liabilities 3,573,734 2,994,546
NON-CURRENT LIABILITIES
Prowisions 11 58,872 36,813
Interest bearing borrowings 2,813,259 207,966
Total Non-Current Liabilities 2,873,131 244,779
TOTAL LEABIEETIES 6,446,865 3,241,325
NET ASSETS 20,398,648 19,254,505
EQUITY
Contributed equity 12 19,565,838 18,974,720
Retained profits 13 832,810 279,785

TOTALEQUITY 20,398,648 19,254,505
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PRO-PAC PACKAGING LIMITED
(AND ITS CONTROLLED ENTITIES)

STATEMENT OF CASH FLOWS

FOR THE YEAR TO 30 JUNE 2006 (WITH THE COMPARATIVE FOR THE PERICD 28 APRIL TO 30 JUNE 20085}

Notes

Cash flows from operating activities

Receipts from customers

Payments to suppliers and employees

Iterest received
Interest paid
Incoene tax paid

Net Cash fiows from {used in} operating activities 14

Cash flows from investing activities
Paymerts for property, plant and equipment
Proceeds from sale of property, plant and equipment

Royalty prepaid

Payments for controlled entity net of cash acquired
Balance of payvment for unincorporated business net of cash acquired

Net Cash fiows from {Used in} Investing Activities

Cash flows from financing activities
Payment of finance lease labilities

Proceeds from borrowings
Proceeds from issue of shares

Prividends paid
Costs of issue of shares

Net cash flows provided by financing activifies

Net Increase in Cash and cash equivalents

Cash and cash equivalents at beginning of the financial year

Cash and cash equivalents at end of financial year 14

Conseolidated  Consolidated

2006 2005

8 %
24,643,163 3,676,473
(20,947,537 (3,840,080}
192,274 17,446
{191,656} (1,779)
£800,356) .
2,705,858 ¢147,940)
{562,687 (26,773)
28,875 20,862
(3,113,511} -
- (8,752,235)

{45,998) (1,004,127)
{3,693,321) (9,762,273}
{24,979) {28,632)
2,747,946 .
174,609 11,952,163
£509,007) -
(10,929) (1,205,432}
2,377,640 19,718,009
1,390,207 807,886
807,886 .
2,198,093 807,886
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PRO-PAC PACKAGING LIMITED

(AND ITS CONTROLLED ENTITIES)

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR TO 30 JUNE 2006

lssue of shares on incorporation

Issue of shares For executive long term incentive plan

Issure of shares initial public offering

Cost of raising shares in indtial public offering

Future income tax benefit associate with cost of raising shares in indtial
public offering

lsstie of shares For acguisition of Pro-Pac Group Limited

Profit for the period

Balance as at T July 2005

Issue of shares for executive long term Incentive plan

Cost of raising shares

Future income tax benefit associated with costs of raising shares in initial
public offering

lssue of shares for dividend re-investment plan

Profit for the vear

Dividend paid

At 30 June 2006

Issued Hetained Total
Capizal Earnings Equity

£ % §

2 - 2

775405 773405
11,952,143 11,952 163
{1,205,432) {1,205,432)
361AZG 3R1,A29
7,000,953 - 700,953
F79 785 278,785

18,974,720 279,785 15,254,505
424,168 " 424 168
{10929 {HL924)
3,278 3,278
174,608 - 174,608
A62032 1,062,032

{3018,007 {309, 007)

19,565,838 832,810 20,398,648
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PRO-PAC PACKAGING LIMITED
(AND ITS CONTROLLED ENTITIES)

NOTES TO THE PRELIMINARY FINAL REPORT

NOTE 1 AUSTRALIAN BEQUIVALENTS TO INTERNATIONAL FENANCIAL REPORTING STANDARDS

This financial report is prepared in accordance with Australian Equivalents to Internabional Financial Reporting
Standards (YAIFRS”). As the Company has never prepared financial reports under the previous accounbing standards it
is not required to reconcile its reported figures to those under the old standards. However, the key differences between
these results and those that would have been reported under the old standards are as follows:

Impairment of Assets - AASBE 136 Impairment of Assets and AASBE 138 Intangible Assets do not allow for the
amortisation of goodwill or intangibles with indefinite useful Hves. Previous accounting standards require goodwill to
be amortised over not more than a 20 year period. AASE 136 requires an annual impairment test to be performed each
period and the amount of goodwill or intangible not considered recoverable to be expensed in the period that loss of
value has been incurred. The intangible assets disclosed in the statement of financial position relate to goodwilk The
Company has determined that the goodwill has not been Impaired in the period to 30 June 2006 and as such, no
amortisation has been recorded.

Income Tax ~ AASE 112 Income Taxes alters the measurement of tax assets and Habilities in accordance with the revised
AASE 1020, This method recognises deferred tax balances when there is a difference between the carrying amount of an
asset or lability, and its tax base. A future income tax benefit has been taken up In relation to the costs of the ASX listing
in April 2005,

The company acquired the Pro-Pac packaging business on 28 April 2005, Accordingly the comparative results for the
prior period only include trading results for the period from 28 April to 30 June 2005,

NOTE 22 EARNINGS PER SHARE

Conselidated  Consolidated
Year Ended Period Ended

30 Jun 06 390 Jun 05

Cents Cents

Basic and diluted earnings per share 260 144
Reconcillation of earnings used in calculation of earnings per share:

% g

Profit after income tax 1,062,032 279,785

No. of Shares  No. of Shares
Weighted average number of ordinary shares used in the caleulalion of earnings per share 40,812,218 19,490,333

NOTE 3 DIVIDENDS

The comparry has declared a fully franked dividend of 1 cent per share. The company has determined a Record date of
29 Septemnber 2006 and a Payment date of 16 October 2006,

As with the Interim dividend, the Company Dividend Reinvestinent Plan will apply to this dividend. A discount of 3%
ko the volume welghted average sale price per share during the four davs up to and including the record date for
determining entitlements will apply ko shareholders who elect o participate in the Company Dividend Relnvestment
Plan.

NOTE & NET TANGIBLE ASSETS PER SECURITY

Cents Cents
Net tangible assets per security 10,04 14.78
Net assets per security 49.50 A8.33

Rovalty of $2.85 millon pre paid during the year ended 30 June 2006, has been classified an intangible asset. This
represents 6.91 cents per security.
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PRO-PAC PACKAGING LIMITED
(AND ITS CONTROLLED ENTITIES)

NOTES TO THE PRELIMINARY FINAL REPORT

YearEnded Teriod Ended
30 June 2006 30 June 2005

3 $
NOTES TAXATION
a} Income Tax Expense: 458,674 130,340
{ncome Fax Expense:
2] B TEpe = I v e Cae o, EiaEN 5 -4 .
H rzfn‘a ‘fac.m thcome tax expense calculated at 30% on the profit from ordinary 456,212 123,038
activities
increase in Income Tax Expense due to:
Sundry items 2,462 7,302
income Fax Expense atiributable to Profit from Ordinary Activities 458,674 130,346
b) Current Tax Liabilities/{Receivabie)
Incomne tax payable/{receivable} £331,268) 162,699
o} Now-Current Tax Assets:
Deferred tax asset 478,778 527,785

The income tax calculations are bagsed on the assumplion that the Group will be consolidated for income tax
purposes with  effect from 1 July 2005,

NOTE 6: RECEIVABLES

Current

Trade receivables 3,600,783 4,141,889

Provision For doubtful debis {54,012) (58,814)
3,546,771 4,383,975

Other debiors 1,451 45,526

Tatal Current Keceivables 3,548,222 4,128,601

Non-Current
Employee share purchase plan recetvables 1,199,565 775,805
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PRO-PAC PACKAGING LIMITED
(AND ITS CONTROLLED ENTITIES)

NOTES TO THE PRELIMINARY FINAL REPORT

NOTE 7 INVENTORIES

Current

Raw materials and work in progress
finished goods

Provision for obsolescence

Total Inventories

Note 8 PROPERTY, PEANT AND EQUIPMENT
Piant and Equipment
Al cost

Accumulated depreciation

Total plant and equipment

Note & INTANGIBLE ASSETS

Goodwil

feconciliation

Carrying amount al beginning of the year

Acguisition of controlled entity - Pro-Pac Group Limited

Balance of payment for acquisition of unincorporated business

Fotal goodwill

Consolidated Consolidated
YearEnded Teriod Ended
30 June 20066 36 June 2005
3 $

141,868 167,607
1377675 1,382,823
{32,409 -
1,487,134 1,550,430
1,594,620 1,226,738
{305,079 19,086}
1,289,541 1,207,652
13,412,687 13,366,689
13,366,680 .

- 12,366,859

45,998 999,830
13,412,687 13,366,689
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PRO-PAC PACKAGING LIMITED
(AND ITS CONTROLLED ENTITIES)

NOTES TO THE PRELIMINARY FINAL REPORT
Consolidated Consolidated

YearEnded Teriod Ended
30 June 20066 36 June 2005

3 $
NOTE 10: PAYABLES
Current
Trade creditors 2,358,560 1,783,418
Royalties payable 46,494 105,767
G5T pavable 168,737 128,418
Other tax payable 152,669 111,542
Sundry creditors and accruals 322,909 342978
3,049.369 2,472,123
NOTE 1 PROVISIONS
Current
Employee entltfernents 359,447 314,480
Non-Curvent
Employee entltfernents 59,872 36,813
419,319 351,293
NOTE 12 CONTRIBUTED EQUITY
2006 Number %
{ssued and Paid-Up Share Capital
Fully paid ordinary shares: 41,212,300 19,565,538
Movements during the period:
Balarnice at beginning of vear 39,840,546 18,974,720
Tssue of shares for executive long term incentive plan 980,000 472,360
Cancellation of shares for executive long term incentive plan {100,000) (48,200}
Costs of raising shareg - (10,929)
Future income tax benefit associated with costs of raising shares in initial public - 3978
offering ’
Issue of shares for dividend re-investiment plan 491,754 174,609
41,212,300 19,565,838
2005 Number %
{ssued and Paid-Up Share Capital
Fully paid ordinary shares: 39,840,546 18,974,720
Movements during the period:
Balarice on incorparation 2 2
Issue of shares for executive long term incentive plan 1,754,311 775,405
Issue of shares in initial public offering 23,904,326 11,952,163
Cost of raising shares In initial public offering (1,205,432)
Future income tax benefit associated with costs of raising shares in initial public 361,620
offering ’
Tssue of shares for acquisition of Fro-Pac Group Limited 14,181,907 7,080,953
39,840,546 18,9747H)

Al shares are quoted on the Australian Stock Exchange Limited.

Shares issited under executive long term Incentive plan are subject to restrictions undil June 2008 in accordance with the
terms of the plan.

Shares issued for the acquisition of Pro-Pac Group Limited were subject to a voluntary escrow antil 30 June 2006,
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PRO-PAC PACKAGING LIMITED
(AND ITS CONTROLLED ENTITIES)

NOTES TO THE PRELIMINARY FINAL REPORT

Consolidated Consolidated
YearEnded Teriod Ended
30 June 20066 36 June 2005

3 $
NOTE 13: RETAINED PROFITS
Retained profits at the beginning of the year 2749785 -
Net profit attributable to members of the company 1,062,032 74,785
Dividend paid (508007 -
Letained Profits af the £nd of the Period 832 810 279 785

NOTE 14 NOTES TO FHE STATEMENT OF CASHE FLOWS
a) Reconciliation of Cash

For the prrposes of the staternents of cash flows, cash includes cash on hand and at bank and short-term deposits at call, net
of oulstanding bank overdrafts. Cash ag at the end of the financial vear as shown in the staterwnts of cash Aows is
reconcied fo the related tems in the statemeris of financial position as follows:

Cash Asseis 2,198,093 RO7,886

b} Reconciliation of Profit from Ordinary Activities after Income tax to the Net Cash Provided by Operating Activities:

Profit from Ordinary Activities after Income Tax 1,062,032 279,785

Add/{Less} Non-Cash Hems:

Drepreciation and amortisation of plant and equipment 340,515 18,0586
Amortisation of pre paid royalty 264,792 -
Loss on disposal of assets 111,467 4,567
Movement in ihcome tax provision £493,967) 144,911
Movement In deferred tax assets & liabilities 52,285 (14,573)
Movement in provision for bad debis {4,802) 33,309

Changes in Assets and Liabilities:

Recetvablos 585,180 (678,398)
Dventories 30,887 (287,535)
Payables 609,576 330,037
Provisions 68,626 {14,173)
Prepavmenis 75,732 51,943
Other Assets 4225 {16,899)

Net Cash flows from {used in) operating activities 2,705,888 {147,920
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PRO-PAC PACKAGING LIMITED
(AND ITS CONTROLLED ENTITIES)

NOTESTO THE PRELIMINARY FINAL REPORT
NOTE 15: CONTROLLED ENTITIES
a} Pavticnlars in Relation to Controlled Entities

The consolidated entity includes the following controlled entities. The financial vears of all controlled entities are the
same as that of the parent entity. All compandes are incorporated in Australia

Parent Company

Enterest Held
Drect Controlled Eniities:
Pro-Pac Group Limited 100%
Conirolied Entities owned 100% by Pro-Pac Group Limited
Pro-Pac Packaging (Aust) Pty Lid %
Pro-Pac Manufacturing (GLP) Pty Lid T00%
Conirolied Entities owned 100% by Pro-Pac Packaging {Aust) Pey Led
Pro-Pac Packaging Manufacturing (Syd) Pty Led %
Pro-Pac Packaging Manufacturing (Melb) Pry Lid 100%
Pro-Pac Packaging Manufacturing (Bris) Py Lid %

NOTE 16: SEGMENT REFORTING
The consolidated entity operates solely as a distributor and manufacturer of packaging materials within Australia.

NOTETI7T: AUDIT REVIEW STATUS
This report is based on financial reports that are in the process of being audited.

Attachment
PRO-PAC PACKAGING LIMITED
PRO-FORMA SUMMARY INCOME STATEMENT FOR THE YEAR ENDED 30 JUNE 2006

Consolidated Consolidated

Year Ended Year Ended
30-fun-g6 30-Jun-05

fevenue
Sale of goods 24,062,784 21,338,447
Dterest incormne 102,274 83,726
Other income 16,748 -
Tokal revenue 24,175,806 21,422,176

Expenses
Amortisation of pre paid royalty 264,792 -
Caost of goods sold 14,917,231 12,362,689
Diepreciation 340,515 237,568
Dhstribution, consumables and royalty costs 694,986 960,280
Employee expenses 4,209,803 3,445,356
financing costs 191,656 -
Rendal expenses 337,450 420,398
Other expenses from ordinary activities 1,585,703 1,441,390
Write off of residual carrying value of IT system 112,964 -
Profit from ordinary activities before related income fax expense 1,520,706 2,554,555
Incomme @y expense 458,674 752,059
Profit after tax 1,062,032 1,802,496

This Summary Income statement for Pro-Pac Packaging Limited and Hs wholly owned subsidiaries does
not form part of the Appendix 4E but s included as an attachnent (o the announcement to provide
Sharcholders with information as to the performance of the underlving trading of the Pro-Pac packaging
business for the past year {12 months} relative to that of the previous vear (12 months).
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PRO-PAC PACKAGING LIMITED
(AND ITS CONTROLLED ENTITIES)

CompHance statement

1. This preliminary report has been prepared in accordance with Australian Accounting Standards
which inclizdes Australian eguivalents to International Financial Reporting Standards (AIFRS),
Compliance with AIFRS ensures compHance with International Financial Reporting Standards
(IFRS).  The prelminary report is also in accordance with other AASE authoritative
proncuncements and Urgent Issues Group Consensus Views or other standards acceptable to
ASX.

2. This preliminary report, and the accounts upon which the report is based {if separate), use the
same accounting policies.

3. This preliminary report does give a true and fair view of the matters disclosed.

4. The accounts are in the process of being audited, no audit report is attached.

f_ﬂ

The entity has a formally constituted audit committee.

Sign here: Date: 30 August 2006
{Director)

Print Name: Trevor Morrow



