PRO-PAC Packaging Limited

ASX ANNOUNCEMENT
26 FEBRUARY 2007

PPG DELIVERS SOLID PERFORMANCE

INTRODTCTION

The directars of Pro-Pac Packaging bimited (PPE) are plessed to presest this commentary on the performance of the Company for

the six months ended 3f Becember ZIGE.
COMMENTARY

Juring the peried under review, PG delivered o sofid perfermance scress a range of key nutomes. The underlying strength in the
results for the perind have allowed the directers to declare an increased fully franked interim dividend af one {1} cent per shars up
32% over the previsus carresganding half year.

Hevenue for the six manth gerind grew by 5% over the previous correspanding perind to # record $13.6 million. In part the improved
revenues reffscted the integration of Gaine Packaging Materials {Baine}, & Melbsurne based niche distributor of industriat packaging,
acquired dering the pariad.

0% realised profit before tax {PBT) of $1.4 millios in the six months ended 31 Becember Z008. The PAT for the six month perind
represented 77% of the entire PAT realised ia the 17 month peried ended 30 June ZBH8. After providisg for seasonality, masagement

is fareeasting that PAT for the financial vear ending 30 June 7007 will exceed that realised in the 7006 fisascial year by more than
2%,

Expansion of the business and year end seasonal factors resulted in cash genersted from operations being deployed in additional
working zagital, grimarily in the form of additienal debtors and inventery. The Beine acquisition was also financed entively from the
fompeny's own cash reseurces. Subseguent o balance date, mansgemsnt hes focosed en debter esllection and inventary
management with improved cashflew prajected for the cerrent sis month periad.

inesme: tax expense af $334 832 was incurred during the six menth perind resulting in a set after tax peafit of $776.335 being
declared by PG for the s menths ended 51 December 2036,



ACQUISIFIONS

With effect frem [ September 2008, PP acquired Gaine. a Melhourne based distributer of industrial packeging. I the foor month
pering ts 3f December 7008, Gaine mads & pesitive contribution to greup PRY, exceeding budgeted expectations.

I0%'s growth strategy refiects contributions from srganic #nd acquisitive streams. As at the date of this regort, PPE has idestified &
number af potential aceuisitions which the Dsmpany continues to actively eveluate.

DIYIBENDS

0905 has declared a fully franked interim dividend of ome (&) cent ger share, an inerease of 33% sver the previous corresponding
perind, The Record Dutz far determining entitlement te the dividend is 16 March ZB07 with & ayment Date of 1 Aprid Z007. As with
I0%'s previsus dividends, the Company's Dividend Reimvestment Plan {BRP) wil apply to this dividend. A discount of 3% 1o the voluma
weighted sverage sale price per share during the feur treding days up to end incleding the Record Date fer determining entitfements
will apply ko shareholders whe elect te participate in the Cempany's DRP,

OTTLOBK

The balanee of the Z008/07 Bnancial year has been dedicated to enhenesd performance fram the Bempsny's core operations
aunmented by sarnings accretive acquisitions. This combined steategy is antitipated ts generate year an year growth of more than

Z2% i PBT for the vear ending 30 Jene 2007,

JOHH . READ TREVIIR MORROW
CHAIRMAN MANAGING DIRECTOR

26t February 2057



Appendix 4D

Half Yearly Report

Results for announcement to the market

Pro-Pac Packaging Limited

ACN [lalf ¥ear ended Previous Half Year ended
{*Reporting Period™) {*Carresponding period’)
112971874 | | 31 December 2006 | | 31 December 2005 |
Results
Revenue iip 5% to $13,591,740
Prosfit before tax Down B o $1,1160,368
Prosfit after tax aftributable to shareholders Down B o $776,335
Net profit attributable 1o shareholders Down 6% 1o $776,333

Dividends (distributions)

Amennt per secarity

Franked ameunt per
security

Iaterim dividend 1.00¢

1.00¢

Prior year interim dividend (exciuding the special

dividend of 5.5¢) 0.75¢

{1.73¢

Informaiton on dividends:

The Company will pay an interim dividend of 1.00 cent per share on 11 April 2007.

The Company’s Dividend Reinvestment Plan has been activated and will be sent to shareholders. Under the
Man, shareholders can acquire shares in the Company at a 3% discount to the volume weighied average sale
price per share during the four trading days up to and including the Record Date for determining entitiements.

Recard Date for determyining entitiements to the dividend

16 March 2007

Last date for receipt of election notices lor participation in the
Pro-Pac Packaging Limited Dividend Reinvestment Plan

11 April 2007

Cammentary

Brief explanation of any of the figures reported above:

Please refer o the attached Half Year Report for a detailed review.




PRO-PAC PACKAGING LIMITED

ACN 112971 874
HALF YEAR FINANCIAL REPORT

For the half-year ended
31 December 2006



PRO-PAC PACKAGING LIMITED
DIRECTORS® REPORT

Your Directors submil their repart for the half vear ended 31 December 2006,

DIiRECTORS

The names of the company’ s Directors in office during the half and until the date of this report are as below.
Johs Read (Chairman and Nona Executive Director- appoinied 23 Auvgust 20035)

BSc. {Hons) (Cant.}, MBA (AGSM), FAICD

Trevor Morrow {Managing Director — appointed 10 July 20063
8BS (Hons), MBS {Hons)

Jonathan Kahn (Non Executive Director - appointed 16 Febroary 2005}
BCom

Peter Frampton (Non Executive Director- appointed 21 March 2003, resigned 28 November 2006)
MA {Oxon), MAICD

Elliott Kaplan {Non Executive Director- appointed 16 February 2005)
BAcc, CA

REVIEW AND RESULTS OF OPERATIONS

Revenue for the six month period grew by 5% over the previous corresponding period o a record $13.6 miflion.

PPG realised profit before tax (PBT) of $1.1 million in the six months ended 31 December 2006. The PBT for
the six month pericd represented 72% of the entire PBT realised in the 12 month period ended 30 June 2006,

income tax expense of $334,033 was incurred during the six month period resulting in a net after tax profit of
$776,335 being declared by PP for the six months ended 31 December 2006,

The Directors have declared an interim dividend of 1.00 cent per share in respect of the halfl year ended 31
December 2006. The Company has determined a record date of 16 March 2007 and a payment date of 11 April
20057, Sharcholders may elect o participate in the Company's Dividend Reinvestment Plan in respect of this
dividend.

ADOPTION OF AUSTRALIAN EQUIVALENTS OF IFRS
This inferim financial report has been prepared under Australian Hquivalents to IFRS. This is consistent with the
June 2006 Financial Report.

AUDITOR’S INDEPENDENCE DECLARATION
The avditors have provided the Board of Directors with a signed Independence Declaration in accordance with

$307C of the Carporations Act. This declaration 15 included on page 3 of this Half Year Repaort.

This report is signed in accordance with a resolution of the Board of Directors.

Trevor Morrow
Managing Director
Sydney 26™ February 2007
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PRO-PAC PACKAGING LIMITED

AUDITOR’S INDEPENDENCE DECLARATION UNDER SECTION 397C OF THE CORPORATIONS
ACT 2061 TO THE DIRECTORS OF PRO-PAC PACKAGING LIMITED

I declare that, to the best of miy knowledze and belief, during the hali-year ended 31 December 20(} there have
been:

{1y nocontraventions of the auditor independence reguirements as set out in the Corporarions Act 2007 in
refation to the review, and

{by o contraventions of any applicable code of professional conduct in relation to the review.

Mark Nicholaeff UHY Haines Norton
Pariner Chartered Accountants

Signed at Sydney on 26" Febroary 2007



FRO-PAC PACKAGING LIMITED

CONSOLIDATED INCOME STATEMENT

FOR THE HAL¥F YEAR TO 31 DECEMBER 2606

Continuing operations

Revenue from continning eperations
Sale of goods

interest income

Tatal Revenue

Expenses

Raw material & consumables used
[epreciation and amortisation expense
Distribution & royalty expense
Employee benefits expense

Finance costs

Gceupancy costs

Other expenses from ordinary activities

Fatal Expenses

Profit before inceme tax
income [ax expense

Profit after tax from continuing operations

Profit for the period attributable to shareholders

Earnings per share (cents per share)
- basic and difuted for profit (or the year

- basic and difuted for profit from continuing
aperations

Fhe abave statements should be read in conjunction with the accompanying netes.

Consolidated Consolidated
2006 2003

$ $
13,530,153 12,908,336
61,589 29,653
13,591,740 12,937,989
8,545,411 7.928,681
151,462 161,239
350,124 419,606
2,197,145 2,116,187
105,793 94,542
298,311 245,867
833,126 791,624
12,481,372 11,756,546
1,110,368 1,181,443
334,633 355,685
776,335 825,758
776,335 825,758
1.87 2.03

1.87 2.03



Assets

Cuarrent Assets

Cash and cash equivalents
Trade and other receivables
inventories

Prepayments

Tax receivable

Tatal Current Assets

Nan-Current Assets
Receivables

Prepayments

Property, plant and equipment
intangible assets

Deferred tax assets

Other assets

Fotal Non-Current Assets

TOTAL ASSETS

Liabilities

Current liabilities

Trade and other payables
interest bearing borrowings
Provistons

Current tax liabilities

Fatal Current Liabilities

Nen-current Habilities
Provisions
interest bearing borrowings

Fotal Non-Current Liabilities
FOTAL LIARILITIES
NET ASSETS

EQUITY
Contributed equity
Retained earnings

FOTAL EQUITY

PRO-PAC PACKAGING LIMITED
CONSOLIDATED BALANCE SHEET
AS AT 31 DECEMBER 2086

Consolidated Consolidated
December June
2006 2006

$ $

946,682 2,198,093
4,931,847 3,548,222
2,085,340 1,487,134
463,944 311,568
453,494 331,268
3,880,707 7.876,285
1,199,565 1,199,565
2,439,615 2,575,983
1,483,612 1,280,541
13,831,716 13,412,687
433,645 478,778
12,674 12,674
19,399,627 18,969,228
28,280,334 26,845,513
4,620,328 3,649,369
318,905 164,918
315,967 359,447
4,655,200 3,573,734
37,483 59,872
2,633,730 2,813,259
2,691,213 2.873,131
7,346,413 6,446,865
20,933,921 26,398,648
19,736,898 19,565,838
1,197,623 832,810
20,933,921 26,398,648

Fhe abave balanee sheets should be read in conjunction with the aceompanying netes.



PRO-PAC PACKAGING LIMITED

CONSOLIDATED CASH FLOW STATEMENT
FOR THE HAL¥F YEAR TO 31 DECEMBER 2606

Cash flows from eperating activities
Receipts from customers

Payments to suppliers & employees
interest received

interest paid

income tax patd

Net cash flows frem operating activities

Cash flows from investing activities

Payments for property, plant and equipment
Proceeds from sale of property, plant and equipment
Royalty prepaid

Payments for unincorporated business

Net cash flows frem Hused in} investing activities

Cash flows from financing activities
Payment of finznce lease liabilities
Proceeds from borrowings

Dividend paid

Costs of issue of shares

Net cash flows frem / (used in} financing activities

Net increase / {decrease) in cash and cash equivalents
Cash & cash equivalents at beginning

Cash & cash equivalents at end of period

Fhe abeve statements should be read in conjunction with the accompanying netes.

Ceonsolidated Consolidated
2006 2008
% $
12,137 851 12,006,612
{11,598,852) {10,485,389)
61,589 29,653
{105,793} {94,542)
(£10,525) (440,361)
84,270 1,009,973
(118,115) (507,468)
11,438 28,877
- (3,113,511
{962,999 {45,94%)
(1,069,675) (3,638,040
(25,542) {24,979
2,781,590

(241,063}
{10,929
{266,605 2,746,682
(1,252,611) 118,613
2,198,093 307,886
946,082 925,901
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PRO-PAC PACKAGING LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE HAL¥F YEAR TO 31 DECEMBER 2606

Consolidated

Balance as at 1 Jannary 2006

fssue of shares for Dividend re-investment plan
[ividends

Profit for the period
Balance as ar 1 July 2006

Dividends
Shares tssued under the dividend re-investment plan
Profit for the period

At 31 December 2006

Issued Retained Total equity
capital earnings

19,391,226 1,165,543 20,496,772

174,609 174,609

(500.007) (509.0067)

236,274 236,274

19,563,838 832,816 20,398,648

(412,122) (412,122)

171,060 171,666

776,335 776,335

19,736,898 1,197.023 20,933,921

Fhe abeve statement shonld be read in conjunction with the accompanying notes.



PRO-PAC PACKAGING LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF YEAR TO 31 DECEMBER 20606

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

{a)

)]

{c)

)

Basis of Preparation

The half year financial report is a general-purpose financial report prepared in accordance with the
requirements of the Corporations Act 2001, AASB 134 “interim Financial Reporting” Urgent Issues
Group lnterpretations and other authoritative pronouncements of the Australian Accounting Standards
Board. Compliance with AASB 134 ensures comphance with International Financial Reporting
Standzrd IAS 34 Interim Financial Reporting”. The half year financial report does not include full
disciosures of the type normally included in an annual report. It is recommended that this financial
report be read in conjunction with the most recent annuval financial repori and any public
anaouncements made by Pro-Pac Packaging Limited during the half year in accordance with
continuous disclosure requirements arising under the Corporations Act 2001, The half-year financial
report has been prepared on a historical cost basis and is presented in Australian dollars.

The accounting policies applied are consistent with those applied in the June 2006 annual report as
both reports were prepared under Australian equivalents to IFRS.

Statement of compliance

The half year financial report complies with Auvstralian Accounting Standards, which include
Australian equivalents to Iniernational Financial Reporting Standard " AIFRS™). Compliance with
AIFRS ensures that the half year financial report, comprising the financial statements and notes thereto,
complies with [nternational Financial Reporting Standards ('IFRS™).

Basis of consolidation

The consolidated financial statements comprise the financial statements of Pro-Pac Packaging Limited
and its subsidiaries as at 31 December 2006.

The financial statements of subsidiaries are prepared for the reporting period ended 31 December 2006
using accounting policies consistent with the parent eniity.

Adjustments are made to bring into line any dissimilar accounting policies that may exist. All inter-
company balances and transactions, including recognised profils arising from inlra-group ransactions,
have been eliminated in full.

Subsidiaries are consolidated from the date on which coatrol is transferred to the Group and cease to be
consolidated from the date on which controf is transferred out of the Group. Where there is loss of
control of a subsidiary, the consolidated financial statements include the results for the part of the
reporting period during which Pro-Pac Packaging Limited had control.

Property, plant and equipment

Plant and equipment is stated at cost less accumulated depreciation and any impairment in value. Plant
and Eguipment is depreciated using the straight line and diminishing value merthods over the estimated
useful lves.

The current depreciation rates are over 3 o 15 years.

An item of property, plant and equipment is de-recognised spon disposal or when no future economic
benetits are expected to arise from the continued use of the asset. Any gain or loss arising on de-
recognition of the asset {calculated as the difference between the net disposal proceeds and the carrying
amount of the fiem} iz included in the income statement in the year the item is de-recognised.



PRO-PAC PACKAGING LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF YEAR TO 31 DECEMBER 20606

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)}

()

g

Impairment

The carrying values of plast and equipment are reviewed for impairment when events or changes in
circumstances indicate the carrving value may not be recoverable. For an asset that does not generate
lareely independent cash inflows, the recoverable amount 1s determined for the cash-generaling unit o
which the asset belongs.

If any such indication exists and where the carryving values exceed the gstimated recoverable amount,
the assets or cash-generaling units are written down to their recoverable amount.

The recoverable amount of plant and equipment is the greater of fair value less costs to sell and value
in use. 1n assessing value in use, the estimated future cash flows are discounted (o their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money and

the risks specitic to the asset.

Borrowing costs
Borrowing costs are recognized as an expense when incurred.
Goodwill

Goodwill on acquisition is inttially measured at cost being the excess of the cost of the business
combination over the acquirer’s inferest in the net Tair valoe of the identifiable assets, liabilities and
contingent liabilities.

Following initial recognition, goodwill is measured at cost less any accumulated impairment losses.
Goodwill is not amortised. Goodwill is reviewed for impairmient annually or more frequently if evenis
or changes in circumsiances indicate that the carrying value may be impaired.

Impairment is determined by assessing the recoverable amount of the cash-generating unit to which the
zoodwill relates. Where the recoverable amount of the cash-generating unil is fess than the carrying
amouni, an impairment loss is recognised.

Where zoodwill forms part of a cash-generating unit and part of the operation within that unit is
disposed of, the goodwill associated with the operation disposed of, is included in the carrying amount
of the operation when determining the gain or loss on disposal of the operation. Goodwill disposed of
in this circumstance is measured on the basis of the relative values of the operation disposed of and the
portion of the cash-generating unit retained.

Recaverable amount of assets

Al each reporting date, the Group (Pro-Pac Packaging Limited and its subsidiaries) assesses whether
there is any indication (hat an asset may be impaired. Where an indicator of impairment exists, the
Group makes a formal estimate of recoverable amount. Where the carrying amount of an asset exceeds
ity recoverable amount the asset is considered impaired and is written down 1o its recoverable amount.

Recoverable amount is the greater of Tair valoe less costs to sell and valoe in use. [t is determined for
an individual assel, unless the asset’s value in use cannot be estimated o be close to ils fair value less
costs 1o sell and it does not generate cash inflows that are largely independenr of those from other
assets or groups of assets, in which case the recoverable amount is determined for the cash-generating
unit to which the asset belongs.

In assessing value in use, the estimated future cash flows are discounted to their present value using a

pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset.

9



PRO-PAC PACKAGING LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF YEAR TO 31 DECEMBER 20606

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)}

(h)

k)

&

Inventories
Inventories are valued at the lower of cost and net realisable value.

Costs incurred in bringing each product (o iy present location and condition are accounted for as
follows:

= Raw materials — purchase cost on a first-in, first-out basis.

bl Finished goods and work-in-progress — cost of direct materials and labour and z proportion of
manufaciuring overheads based on normal operating capacity bul excluding barrowing costs.

Net realisable value is the estimated selling price in the ordinary course of business, less estimated
costs of completion and the estimated costs necessary to make the sale.

Trade and other receivables

Trade receivables, which generally have 30-90 day terms, are recognised and carried at original invoice
amount less an allowance for any sncollectible amounts.

An estimate for doubtful debis is made when collection of the full amount is no longer probable. Bad
debis are written ofl when identified.

Cash and cash equivalents

Cash and short-term deposits in the balance sheet comprise cash at bank and in hand and short-term
deposits with an original maturity of three months or less.

For the purposes of the Cash Flow Statement, cash and cash equivalents consist of cash and cash
equivalents as defined above, net of outstanding bank overdrafts.

Interest-bearing loans and borrowings

All loans and borrowings are initially recognised at cost, being the fair value of the consideration
received net of issue costs associated with the borrowinz.

After initial recognition, interesi-bearing foans and borrowings are subsequently measured at amortised
cost using the effective interest method. Amortised cost is calculated by taking into account any issue
costs, and any discount or premivm on settlement.

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of
a past event, it is probable that an outflow of resources embodying economic benefits will be required
to settle the obligation and a relizble estimate can be made of the amount of the abligation.

If the effect of the time value of money is material, provisions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessments of the lime value of

money and, where appropriaie, the risks specific to the Hability.

Where discounting is used, the increase in the provision due 1o the passage of ime is recognised as a
finance cost.

163



PRO-PAC PACKAGING LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF YEAR TO 31 DECEMBER 20606

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)}

{m)

{n)

(o)

{p)

Share-based Payment

The Group provides henefits to employees (including directors) of the Group in the form of share-
based payment transactions, whereby employees render services in exchange for shares or rights over
shares {‘equity-setiled transactions”). These benefits are provided unader the Executive Long Term
Incentive Plan (ESPP), which is described in note 17 to the June 2006 annuoal report.

Leases

A distinction is made between finance leases which effectively transter from the lessor to the lessee
substantially all the risks and benefits incidental ta ownership of the leased property, without
transferring the legal ownership, and operating leases under which the lessor effectively retains
substantially all the risks and benefits.

Where assets are acquired by means of finance leases, the present value of minimum lease payments is
established as an asset ar the beginning of the lease term and amortised on a straight line basis over the
expected economic life. A corresponding Hability is also established and each lease payment is
allocated between such Hability and interest expense. Operating lease payments are charged to expense
on a basis which is representative of the pattern of benetits derived from the leased property.

Revenue

Revenue is recognised o the extent that it is probable that the economic benefits will flow to the Group
and the revenue can be reliably measured. The following specific recognition eriteria must also be met
before revenue is recognised:

Sale of poods

Revenue is recognised when the significant risks and rewards of ownership of the goods have passed (o
the buyer and can be measured reliably. Risks and rewards are considered passed to the buyer at the
time of delivery of the zoads to the customer.

Interest

Revenue s recognised as the interest acerues (using the effective interest method, which is the rate that
exactly discounts estimated future cash receipts through the expected life of the financial instrument} 1o
the net carrving amount of the financial assel.

Dividends
Revenue s recognised when the shareholders” right to receive the payment is established.

Income tax

The charge for current income tax expense is based on the profit for the year adjusted for any non-
assessable or disallowed items. [t is calculated wsing the tax rates that have been enacted or are
suhstantially enacted by the balance date.

Deferred income tax is provided on all temporary differences at the balance sheet date between the tax
bases of assels and habilities and their carrying amounts for financial reporting purposes.

Deferred incorme tax lHabilities are recognised for all taxable temporary differences:

= except where the deferred income tax lability arises from the initial recognition of an asset or
lfability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; and



NOTE 1: 5©

(g

PRO-PAC PACKAGING LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF YEAR TO 31 DECEMBER 20606

IMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

= in respect of taxable temporary differences associated with investments in subsidiaries,
assoctates and inlerests in joint ventures, except where the timing of the reversal of the
temporary differences can be controfled and it is probable that the temporary differences will
not reverse in the foreseeable future.

Deferred income tax assets are recognized for all deductible temporary differences, carry-forward of
unused tax assets and vnused (ax losses, 10 the exient that il is probable that taxable profit will be
available against which the deductible temporary differences, and the carry-forward of unused tax
assets and unused [ax losses can be utilised:

= except where the deferred income tax asset relating to the deductible temporary difference arises
from the initial recognition of an asset or ability in a transaction that is not a business
combination and, at the time of the ransaction, affects neither the accounting profit nor taxable
profit or loss; and

= in respect of deductible lemporary differences associated with investments in subsidiaries,
assoctates and inlerests in joint ventures, deferred tax assets are only recognised o the extent
that it is probable that the temporary differences will reverse in the foreseeable future and
taxable profit will be available against which the temporary differences can be otilised.

The carryving amount of deferred income tax assets is reviewed at each balance sheet date and reduced
to the extent that it is no longer probable that sufficient taxable profit will be available to alow all or
patt of the deferred income tax asset to be utilised.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the
year when the assel is recognised or the Hability is settled, based on tax rates (and tax laws) that have
been enacted or substantively enacted at the balance sheet date.

Income taxes relating (o items recognised directly in equity are recognised in equity and not in the
income statement.

The Group was consolidated for Income Tax purposes with effect from 1 July 2005, Each entity in the
Group recognizes its own current and deferred tax liabilities, except for any deferred tax lHabilities
resulting from unosed tax losses and tax credits which are immediately assumed by the parent entity.
The current tax liability of each group entity is then subseguently assumed by the parent eatity. The tax
consolidated zroup has entered a tax sharing agreement.

Other taxes
Revenues, expenses and assets are recognised net of the amount of GST except:

= where the GST incurred on a purchase of goods and services is not recoverable from the
taxation auvthority, in which case the GST is recognised as part of the cost of acquisition of the
assel or as pari of the expense item as applicable; and

= receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of
receivables or payables in the balance sheel. Cash flows are included in the Cash Flow Statement on 4
eross basts and the GST component of cash flows arising from investing and financing activities,
which is recoverable from, or payable to, the taxation authority are classified as operating cash flows.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable
Lo, the taxation authority.



PRO-PAC PACKAGING LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF YEAR TO 31 DECEMBER 20606

NOTE {: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
{r) Emplayee benefits

Provision is made for employee benefits accumulated as a result of employees rendering services up to
the reporting date. These benefits include wages and salaries, annual leave and long service leave.
Liabilities arising in respect of wages and salaries, annual leave and any other employee benefits
expected to be settled within 12 months of the reporting date are measured at their nominal amounts
based on remuneration rates which are expected 1o be paid when the liability is settled. All other
employee benetit liabilities are measured at the present value of the estimated future cash outfiow to be
made in respect of services provided by employees up to the reporting date. Employee benefit expenses
and revenues arise in respect of the following categories:

= wages and salaries, monetary and non-monetary besefits, annual leave, long service leave and
other leave benefils.

= other types of employee benefits are recognised against profits on a net basis in their respective
categories.

NOTE 2: SEGMENT INFORMATION

The Group operates solely as a distributor and manufacturer of packaging matertals within Australia. As such
there is only one business and geographical segment.

NOTE 3: DEVIDENDS PAID AND PROPOSED

The Directors have declared an interim dividend of 1.06 cent per share in respect of the balf year ended 31
December 2006. The Company has determined a record daie of 16 March 2007 and a payment date of 11 April
20057, Shareholders may elect to participate in the Company’s Dividend Reinvestment Plan in respect of this
dividend.

Franking eredit balance

As indicated in note 5 of the June 2006 annual report, the financial report has been prepared on the basis that the
Group has adopted the provisions of the tax consolidation regime for the year ending 30 June 2006. As such
franking credits arising from the other Group companies totalling $3,289.472 will be available to the parent

entity.

NOTE 4: CONTRIBUTED EQUITY

Censolidated Consolidated
2006 2003
¥ %
Ordinary shares
issued and fully paid 14,736,898 19,391,229
Movement in ordinary shares on issue Number b} Numiber 5
Balance at beginning of half year 41,212,300 19,565,838 39,840,546 18,974,720
Shares issued under the dividend re-investment plan 570,203 171,060
issue of shares for Executive Long Term Incentive 93,000 472,360
Pran
Cancellation of shares for Executive Loag Term {106,000 {48,200}
incentive Plan
Cost of raising shares - {10,920}



PRO-PAC PACKAGING LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF YEAR TO 31 DECEMBER 20606

NOTE 4: CONTRIBUTED EQUITY (CONTINUED)

Movement in ordinary shares on issue Number $ Numiber 5
{econtinued)

Future [ncome Tax Benefit associated with costs - 3,278
of raising shares in initial public offering

Balance as ar 1 July 2006 41,782,503 19,736,898 40,720,356 19,391,229

There was no par value for the shares issued. The company has an Executive Long Term Incentive Plan wader

which the company’s shares have been granied (refer note 17 of the June 2006 annval report).

NOTE 3: ASSETS PER SECURITY

Censolidated Consolidated

2006 2005

cents cents

Net assets per share 50.16 50.34
Net tangible assels per share 10.12 9.36

NOTE 6: SIGNIFICANT EVENT BURING THE PERIOD

Acquisition of business

Effective T September 2006, the company acquired the business and assets of the complimentary Melbourne

based niche general packaging distributor, Gaine Packaging.
NOTE 7: CONTINGENT LIARILITIES
There has been no change in contingest liabililies since the last annual reporting date.

NOTE 8: EVENTS AFTER THE BALANCE SHEET DATE
There are no significant events after balance sheet date.



DIRECTORS' DECLARATION
in accordance with a resolution of the Directors of Pro-Pac Packaging Limited, [ state that:

in the opinion of the Directors:
{ay The financial statements and notes of the consolidated entity:

{i} give a true view of the financial position as at 31 December 2006 and the performance for
the half year ended on that date of the consolidated entity; and

(i) comply with Accounting Standard AASE 134 “laterim Financial Reporting” and the
Corporations Regulations 2001 ; and

{by There are reasonable grounds (o believe the Company will be able to pay iis debis as and when they
become due and payable.

On behalf of the Board

Frevor Marrow
Managing Director

Sydney 26™ February 2007



INDEPENDENT REVIEW REPORT
T THE MEMBERS OF PRO-PAC PACKAGING LIMITED

Scope

We have reviewed the financial report of Pro-Pac Packaging Limited for the half-year ended 31 Decernber 2006
a8 sef out on pages 4 t0 15, The company’s directors are responsible for the financial report. The financial report
includes the consclidated financial statements of the consolidated entity comprising the company and the
entities it controlied at the end of the half-year or from time to time during the half-year. We have performed an
independent review of the financial report in order to state whether, on the basis of the procedures described,
anything has come to our attention that would indicate that the financial report is not presented fairly in
accordance with Accounming Standard AASB 134: lmerim Financial Reporting and other mandatory
professional reporting requirements in Australia and statutory requirements, 30 as to present a view which is
consistent with our enderstanding of the economic entity’s financial position, and performance as represented
by the results of its operations and its cash flows, and in order for the company Lo lodge the financial report with
the Apstralian Securities and lavestments Commission/Australian Stock Exchange Limited.

Curr review has been conducted in accordance with Australian Auditing Standards applicable to review
engagements. A review is limited primarily to inguiries of company personnel and analytical procedures applied
to the financial data. These procedures do not provide all the evidence that would be required in an audit, thus
the level of assurance provided is less than given in an audit. We have not performed an audit and, accordingly,
we do not express an audit opinion.

Independence

in conducting our review, we followed applicable independence requirements of Australian professional ethical
proncuncements and the Corporaiions Act 2001,

in aecordance with ASIC Class Order 05/83, we declare (o the best of our knowledge and belief that the
auditor’s declaration set outl on page 3 of the financial reports has not changed as at the date of providing our
review opinion.

Statement

Based on our review, which is not an audit, we have not become aware of any matler ihat makes us believe that
the half-year financial report of Pro-Pac Packaging Limited is not in accordance with:

a. the Corporations Act 2(6H, including:

i giving a true and fair view of the economic entity’s financial position s at 31 December 2006
and of its performance for the hali-year ended on that date; and

ii. complying with Accounting Standard AASE 134: Interim Financial Reporting and the
Corporations Regulaions 2001 ; and

b. other mandatory professional reporting requirements in Awostralia.
Mark Nichelaeff UHY Haines Norton
Pariner Chartered Accountants

26" February 2007
Sydney, Australia
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