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Chairman’s Report Monday, 2 February 2009

State Development Fund Limited (*SDF") reported a loss attributable to members of the parent entity of $1,015,993
for the full year ended 30 June 2008 compared with a loss of $21,348 for the previous period. This loss occurred after
recognising an impairment loss of $654,724 in respect of the goodwill previously recognised in the group’s investment
in Burnie Airport Corporation Unit Trust.

SDF has two investments — an effective 33.81% interest in the Burnie Airport Corporation Unit Trust and a 76%
interest in Auspep Holdings Limited.

BURNIE AIRPORT CORPORATION UNIT TRUST

Burnie Airport Corporation Unit Trust has enjoyed another successful year's trading recording a profit of $301,816.
Revenue for the year on airport activities was some 3.4% lower than the previous year at $1.126 million despite a 9%
increase in passenger throughput at 92,172 for the financial year

Land development and sales in excess of $760,000 alsc contributed to the profit. SDF will receive a dividend from
these land sales in 2008/09.

We are very conscious of the difficult economic climate in which we are now operating. The first quarter results for
2008/09 show a 4.45% decline in passenger numbers but with the contracted land sales and expressions of interest in
large tracts of industrial land being negotiated we are confident that another solid result will be achieved in the current
financial year.

AUSPEP HOLDINGS LIMITED

Revenue for the year ending 30 June 2008 of $2.32 million was down by $0.82million compared to 2007 due mainly to
Auspep Clinical Peptides major customer transferring their production from Australia to Europe during the first haif of
the financial year. Through this period no significant sales were recorded for this subsidiary.

This customer has all but completed the registration of their product in Europe and is tracking for US registration some
time after 2010. This customer will have an ongoing, and increasing, requirement for large quantities of the Peptide
raw material supplied by Auspep Clinical Peptides.

With production gearing up, initial orders totalling $US1.35 million for the 2008/09 year have been received. These
are scheduled for delivery before April 2008. [n addition, current projections indicate that an additional $US1.0 million
of product will be required before December 2009.

The company has secured banking facilities of $1.0 million to facilitate the relocation of Auspep to the Tullamarine site
and for the upgrading of equipment. At this stage it is anticipated that the relocation will be completed by April 2008,
This relocation should reduce current overheads and will allow for better utilisation of resources.

Discussions are also proceeding for supply agreements with groups in the US, UK, and Australia. These negotiations
have the potential to add significant revenues to the group and are being actively pursued.
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Chairman’s Report (Cont’d)

In the year to 30 June 2008 the board of SDF took several steps to reduce administrative costs. The Directors
resolved to close the Melbourne Office of SDF and relocate to the Tullamarine headquarters of its subsidiary, Auspep
Holdings Limited. It was also decided to cease listing SDF on the Bendigo Stock Exchange as no trading in SDF
shares had occurred since January 2005. SDF also relinquished its Pooled Development Fund status in May 2008.
Peter Krai resigned as interim CEO and Secretary after two years of dedicated service.

On behalf of my Board | thank you for your continuing support.

Yours sincerely

Legh1 is
Chairman
State Development Fund Limited
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

DIRECTORS' REPORT

Your directors present their report on the company and its controlled entities for the financial year ended 30 June
2008.

Directors

The names of directors in office at any time during or since the end of the financial year are:

Legh Hewitson Davis (appointed 30/07/02), Chairman since 30/6/05

John Andreas Nissen (appointed 05/07/00)

Calin John McKeown {appointed 08/01/09)

Peter King (appointed 05/07/00; resigned 01/08/07)

Dr Andrew Ludekens (appeinted 08/12/03; resigned 21/11/07)

Michael David McDonald (appointed 5/07/00; resigned 8/01/09)

Directors have been in office since the start of the financial year to the date of this report unless otherwise stated.
Principal Activities

The principal activities of the economic entity during the financial year were;

State Development Fund Limited ("SDF") continued to act as a Pooled Development Fund (“PDF") providing financial
and management support for its investee companies. The entity relinquished its PDF status on 11 May 2008.

Apart from relinquishing its PDF status no significant changes in the nature of the principal activities occurred during
the financial year.

Results from Operations

The consolidated loss of the economic entity for the financial year after providing for income tax and eliminating
outside equity interests amounted to $1,015,993 (2007: Loss $21,348). This loss was after recognising an impairment
loss of $654,724 in respect of the goodwill préviously recognised on the group’s investment in Bumie Airport
Corporation Unit Trust.

Review of Operations

A review of the economic entity's operations and results during the financial year found that it continued to engage in
its principal activity, the results of which are disclosed in the attached financial statements.

SDF has two major investments. They are Auspep Holdings Limited and Australian Regional Airports Ply Ltd.
Auspep Holdings Limited (“AHL")

The Auspep group of companies, ("Auspep”) is a leading Australian manufacturer and distributor of synthetic peptides
for both in vifro and in vivo scientific research and commercial drug development. Today, this Australian owned
company is an active participant in the custom peptide synthesis industry in Australia as well as establishing itself as a
leading manufacturer of value added GMP grade product domestically and overseas.

Synthetic peptides are important to the rapidly growing biotechnology industry. They are in high demand for use in
both research and commercial drug development, including testing as potential pharmaceuticals in human clinical
frials and testing new hormones and vaccines for use with animals. Where peptides show therapeutic benefits, they
can be developed into drugs.

Potential applications of therapeutic peptides include the treatment of cancer, diabetes, osteoporosis and more rapid
repair of human wounds and tissues. Peptides are promising drug candidaies because they are potent, specific and
have low toxicity.

SDF owns 76% of the share capital in AHL. Its corporate structure is outlined in Figure 1. Mr John Nissen is a
director and shareholder of both AHL and SDF. Mr Nissen also holds 7.5% of AHLs' shares through a related entity.
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

DIRECTORS' REPORT (Cont'd)

Figure 1: Auspep Shareholding Structure

100% equity

Mr Richard Ryan, Mr Legh Davis and Professor lan Smith were appointed to the AHL board on 30 November 2005.

Established in 1988, Auspep has assembled a team of skilled professionals at its manufacturing and administration
complex in Tullamarine and West Melbourne, Victoria. Auspep became certified to the IS08002 quality system in
1996. This reinforced Auspep’s commitment to a quality system that provides enhanced productivity, product quality
and customer service. Auspep is recognised both locally and globally for its expertise in producing and supplying high
quality peptides. Auspep’s customer base includes major Australian and international Universities and Research
Institutes, Biotech and Pharmaceutical companies.

in April 2007 Auspep was granted approval from the Therapeutic Goods Administration to produce peptide Active
Pharmaceutical ingredients (API). Manufacturing to the code of Good Manufacturing Practice ("GMP"} at a purpose
built facility at Tullamarine, these products are suitable for human clinical trial or as pharmaceutical raw materials.
The board of Auspep intends to fully exploit the significant opporiunity opened up by granting of this GMP
accreditation, as the market for GMP quality peptides is growing and offers higher revenue cpportunities when
compared to non-GMP catalogue and custom peptides.

Australian Regional Airports Pty Ltd (ARA)

Prior to 1987, the Commonwealth Government owned regional airports. Pursuant to a divestment plan known as the
Local Ownership Plan, the Commonwealth has been divesting its interest in regional airports by granting ownership of
them to Local Councils and Port Authorities. This process has seen a fragmentation of the skills required {o operate
and manage these airports with only a few of the airports enjoying significant success. The Local Councils and Port
Authorities have acknowledged difficulties in the proactive management of regional airports.

The main drivers of regional airport revenues are increasing passenger numbers and aircraft movements. The
numbers of passengers passing through these gateway airports determines retail revenues. On the other hand,
revenue from regulated aeronautical services is derived from aircraft movements, which is defined by the type and
number of aircraft landing.

Figure 2 outlines SDF's ownership of 69% of ARA, which in turn owns 49% of the Burie Airport Corporation Unit
Trust ("BAC"), the 100% owner of the business and assets of the Burnie-Wynyard Airport. This means SDF has an
effective 33.81% interest in BAC. Through their respective related entities, Mr Michael McDonald and Mr Rodney
Sullivan are substantial shareholders in ARA. Mr McDonald was a director of SDF until his resignation on 8 January
2009.

Figure 2: ARA Shareholding Structure

51% equity interest

15.5% equity interest
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

DIRECTORS' REPORT (Cont'd)
Australian Regional Airports Pty Ltd (ARA) (Cont'd)

BAC acquired the business and assets of the Burnie-Wynyard Airport on 1 February 2002 for $2.5 million. An official
valuation undertaken by Rawlinsons in October 2004, on behalf of BAC, valued the airport activities of BAC at
between $5.6 - $5.8 million. This valuation did not include a premium for the value of the industrial and residential
land owned by BAC. A second valuation of the Bumie Airport carried out by the Tasmanian Government in June 2005
valued all the property owned by BAC at $3.4 Million. After taking into account debt, the net book value of BAC
assets is $8.65 million. SDF’'s 33.81% interest in this net value is $2.92 million. SDF has undertaken its own
assessment of the value of BAC at 30 June 2008 based on current airport resulis and estimated values of excess land
using current discount rates and the directors consider that the fair value of the 49% equity accounted investment in
BAC is $2.178 million.

Revenue of BAC is generated from passenger and freight levies, landing charges and property management and
development. The Burnie-Wynyard Airport comprises approximately 223 hectares of land, all of which was rezoned
for industrial use as an outcome of the Waratah-Wynyard planning scheme review. BAC has designated 64.61
hectares of this land for immediate industrial development.

Financial Position

The net assets of the consolidated entity at 30 June 2008 are $5,993,483 (2007: $8,360,562).

Significant Changes in State of Affairs

During the year the company relinquished its PDF status. Qther than this, no significant changes in the state of affairs
of the parent entity occurred during the financial year:

Changes in Controlled Entities and Divisions:

There have been no changes in controlled entities and divisions,

After Balance Date Events

Since the end of the financial year a centrolled entity, AHL, has obtained approval for leasing finance and ioan funds
of §1 million to acquire new equipment and facilitate the refurbishment of premises at Tullamarine. No other matters
or circumstances have arisen since the end of the financial year which have significantly affected or may significantly
affect the operaticns of the economic entity, the results of those cperations, or the state of affairs of the economic
entity in future financial years.

Future Developments, Prospects and Business Strategies

The Board of SDF in conjunction with the directors of its investee companies are seeking to maximise the
opportunities in their respective investments.

The Board of AHL is seeking to capitalise on the synergies of a single state of the art manufacturing facility in
Tullamarine by transferring the operations of West Melbourne to Tullamarine and upgrading its equipment. Continued
emphasis will be placed on expanding the throughput of the GMP facility to exploit the competitive advantage of being
Australia’s first GMP facility for the manufacture of synthetic peptides.

During 2008/9, BAC will be seeking to further develop land for resale and divest its holdings of residential and
industrial land over the year while maintaining and expanding the Burnie Wynyard airport facility.

Environmental Issues

The economic entity complies with all significant regulations in relation to its disposal of waste materials as regulated
under Commonwealth or of a State or Territory law.
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

DIRECTORS' REPORT {Cont'd)
Information on Directors

Current
Legh Hewitson Davis, LLB, B,EC, FCPA, $FFin - Chairman
Mr Davis is currently State Chairman of ABN AMRC Morgans in South Australia and a board member of Artbank,

Mr Davis was elected to represent the Liberal Parly in the Legislative Council in 1979 and retired at the South
Australian State Election held in February 2002. During his term in Parliament he was Depuly Leader of the
Opposition in the Legislative Council and was party spokesman in a number of portfolio areas.

After lecturing in Law and Economics at the South Australian Insfitute of Technology, {now University of SA), Mr Davis
became an Investment Advisor with AC Goode and Co. and was appointed State Manager in 1978. He remained
there until 1990, when he became a consuitant to Todd Partners, now a part of the ABN AMRO Morgans national
network, Mr Davis is a former State President of the Securities Institute of Australia.

John Andreas Nissen

Mr Nissen has over 30 years experience in stockbroking, beginning his career with Geoffrey Webb & Co in
Melbourne, which subsequently merged with Potter Partners, and is now a part of UBS Warburg. After international
experience in London, Mr Nissen became a partner of McCaughan Dyson and Company for 5 years. During this time
he was invclved in the establishment of the corporate finance department at McCaughan Dyson, which specialised in
capital raising and initial public offerings. McCaughan Dyson was acguired by the ANZ Banking Group in 1989, now
ANZ Securities Limited.

Since 1989, Mr Nissen has been involved in the resort hospitality industry. He is involved in the management of three
timeshare resorts in Australia with 2 combined ownership base of approximately 8,000 members.

Mr Nissen is a director of ARA and a director and minority sharehelder of AHL.

Colin John McKeown

Mr McKeown is an associate member of the Institute of Chartered Accountants and Australian Society of
Accountants. He commenced his own accounting practice in 1988 and has over 30 years experience in the
accounting profession.

Resigned

Peter King (resigned 01/08/07)

Mr King was a partner with the Melbourne law firm, Home Wilkinson and Lowry, over a legal career spanning 25
years. His field of legal expertise was commercial, Industrial technology and international entertainment law. In 1985
he left the law to pursue business interests.

Dr Andrew Ludekens MBBS ASIA (resigned 21/11/07}

Dr Ludekens is a general practitioner who completed his medical studies at Melbourne University in 1983, He is
currently Managing Director of Lotus Capital Group Pty Lid, a private equity investment group of companies founded
by Dr Ludekens, with interests in property development, property services, and Australian agribusiness.

Michael David McDonald, BA, LL.B (resigned 08/01/09)

Mr McDonald is the principal of the Melbourne faw firm, McDonald and Associates. He practises in commercial,
intellectual property and trade practices law, specialising in licensing and commercialisation of intellectual property.
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

DIRECTORS' REPORT (Conf’d)
Directorships of Other Listed Companies

Directorships of other listed companies held by the directors in the three years immediately before the end of the
financial year are as follows.

Name: Company:
John Nissen Paltech International Limited (2003-2005)
Company Secretary

Colin John McKeown.

Mr McKeown is an associate member of the Institute of Chartered Accountants and Australian Society of
Accountants. He commenced his own accounting practice in 1988 and has over 30 years experience in the
accounting profession.

Remuneration Report

This report details the nature and amount of remuneration for each director of SDF and for the executives receiving
the highest remuneration.

Remuneration Policy

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

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

The remuneration policy, setting the terms and conditions for the executive directors and other senior executives, was
developed by the remuneration committee and approved by the board after seeking professicnal advice from

S/ 40

independent external consultants. All executives receive a base salary (which is based on factors such as length of

service and experience), superannuation, fringe benefits, options and performance incentives. The remuneration
committee reviews executive packages annually by reference to the economic entity's performance, executive
performance and comparable information frorm industry sectors and other listed companies in similar industries.

The key management are paid a fixed remuneration that is considered by the directors to fairly reflect their
contribution to the company's performance.

The performance of executives is measured against criteria agreed annually with each executive and is based
predominantly on the forecast growth of SDF profits and shareholders’ value. The board may, however, exercise its
discretion in relation to approving incentives, bonuses and options, and can recommend changes to the committee’s
recommendations. Any changes must be justified by reference to measurable performance criteria. The policy is
designed to atiract the highest calibre of executives and reward them for perfermance that results in long-term growth
in shareholder weazlth.

The executives receive a Superannuation guarantee contribution required by the government, which is currently 9%,
and do not receive any other retirement benefits. Any remuneration paid to directors and executives is valued at the
cost to the company and expensed.

The tables below set out summary information about the consolidated entity's earnings and movements in
shareholder wealth for the five years to June 2008.

2008 2007 2006 2005 2004
Last share sale price at start of year $0.22 $0.22 $0.22 $0.17 $0.25
Last share price at end of year $0.22 $0.22 $0.22 $0.22 $0.20
Basic earnings per share (3.11) {0.07) (1.14) (0.01) (2.19)
Diluted earnings per share (3.11) 0.07) (1.14) (0.01) (2.19)
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

DIRECTORS' REPORT (Cont'd}

Details of Remuneration for Year Ended 30 June 2008

The remuneration for each director and the key management personnel of the consolidated entity was as follows:

Short Term

Employee Post

Benefits: Employment

Cash, Salary, Benefits: Other Share Based
Feesand |Superannuation| Employee Termination Payment
Commissions | Contribution Benefits Benefits Options Total
$ $ $ $ $ $

Directors
L. Davis :
Non-Executive Chairman 30,000 ) i ) B 30,000
J Nissen
Non-Executive Director 60,000 B j ) j 60.000
P King ;
Non-Executive Director } ) B ) )
A Ludekens )
Non-Executive Director B j ) ) B
M McDonald
Non-Executive Director 15,000 ) B ) ) 15,000
Executives
C Chandler
Managing Director 165,636 17,754 - - - 183,390
Auspep Holdings
R Bothof
General Manager 76,743 14,775 8,109 - - 99,627
Auspep Clinical
P Kral
Interim CEO 93,600 - - - - 93,600

440,979 32,529 8,109 - - 481,617

Details of Remuneration for Year Ended 30 June 2007

The remuneration for each director and the key management personnel of the consolidated entity was as follows:

Short Term
Employee Post
Benefits: Employment
Cash, Salary, Benefits:  |Other Long Term Share Based
Fees and Superannuation| Employee Termination Payment
Commissions | Contribution Benefits Benefits Options Total
$ $ § $ $ $
Directors
L Davis 45,000 - - - - 45,000
J Nissen 60,000 - - - - 60,000
P King " - - - - -
M McDonaid - - - - - -
A Ludekens - - - - - -
Executives
C Chandler 158,390 15,605 15,000 - - 188,995
R Bothof 91,743 8,267 - - - 100,000
P J Kral 75,124 - - - - 75,124
430,257 23,872 15,000 - - 469,119
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

DIRECTORS' REPORT (Cont’d)

Performance Income as a Proportion of Total Remuneration

Executive directors and executives are paid performance based bonuses based on set monetary figures, rather than
proportions of their salary. This has led to the proportions of remuneration related to performance varying between
individuals. The remuneration committee has set these bonuses to encourage achievement of specific goals that
have been given a high level of importance in relation to the future growth and profitability of the economic entity. The
remuneration committee will review the performance bonuses to gauge their effectiveness against achiesvement of the
set goals, and adjust future years’ incentives as they see fit, to ensure use of the most cost effective and efficient
methods. During the 30 June 2008 and 30 June 2007 years no bonuses have been paid.

Shareholdings of Directors and Executives

11, 40

Cpening balance Granted as On exercise of | Net Change other | Closing Balance

1 July 2007 remuneration Options 30 June 2008
Directors
L Davis 16,000 - - - 16,000
J Nissen 6,650,000 - - - 6,650,000 (i)
M McDonald 1,820,000 - - - 1,820,000 (ii)
Executives
C Chandler - - - - .-

(0 6,650,000 shares are beneficially held in the name of William and John Nissen (A.T.F. Nissen Superfund A/C).
(i) 1,820,000 shares are beneficially held in the name of Maclaw Pty Ltd (A.T.F. M&D McDonald Superannuation
Fund).

All shareholdings are for ordinary shares in SDF. All equity transactions with specified directors and executives other
than those arising from the exercise of remuneration options have been entered into under the terms and conditions
no more favourable that those the entity would have adopted if dealing at arm's length.

The shareholdings in the above table remain unchanged at the date of this repert.

Option Holdings of Specified Directors and Specified Executives

No opltions have been or are on issue during the year or since year end up to the date of this report.

Meetings of Directors

During the financial year, 6 meetings of directors (including committees of directors) were held. Attendances by each
director during the year were:

Commiftee Meetings
Directors' Meetings . . Remuneration and
) Audit Committee (1) Nomination Committee (1)
Number Number Number Number Number Number
Eligible Attended Eligible Attended Eligible to Attended
o Aftend to Attend Attend
Directors
L Davis 6 6 - - - -
P. King 1 0
L) Nissen 5] 4 - - - -
M McDonald B 2 - - - -
A Ludekens 3] 4 - ~ - -

(1) during the year all matters usually dealt with by the Committees were dealt with at full Director's Meetings.
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

DIRECTORS' REPORT (Cont'd)

Indemnifying Officers or Auditor

During or since the end of the financial year the company has given an indemnity or entered an agreement to
indemnify, or paid or agreed to pay insurance premiums as follows:

The company has entered into an agreement to indemnify directors and officers of SDF against any liability arising
from claims brought by a third party against the company.

The company has paid premiums to insure all directors and officers of SDF against liabilities for costs and expenses
incurred by them in defending any legal proceedings arising out of their conduct while acting in the capacity of director
of the company, other than conduct involving a wilful breach of duty in relation to the company. The terms of the
policy prevent disclosure of the amount of the premium,

Options

No options over issued shares or interests in the economic entity were granted by the company during or since the
end of the financial year.

Proceedings on Behalf of Company

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

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

Non-Audit Services

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

n all non-audit services are reviewed and approved by the Board of Directors prior to commencement to ensure
they do not adversely affect the infegrity and objectivity of the auditor; and

= the nature of the services provided do not compromise the general principles relating to auditor independence
as set out in the Institute of Chartered Accountants in Australia and CPA Australia’'s APES110 "Code of Ethics
for Professional Accountants”.

Details of amounts paid and payable to the auditor for non-audit services provided during the year by the auditor are
outlined in note 24 to the financial statements.

Auditor's Independence Declaration

The lead auditor’s independence declaration for the year ended 30 June 2008 has been received and can be found
on page 11.

Corporate Governance and Best Practice
The Board has remained up to date on the proposed changes to the ASX Corporate Governance guidelines,

In line with the Australian Securities and Investment Commissions implementation of the Financial Services Reform
(‘FSR") regime, Pooled Development Funds ("PDF’s™) are held to be specialist investment companies where the
Board is empowered to make investment decisions on behalf of its shareholders. Although there is no specific AFS
licence for a PDF, SDF is confident that the Corporations Act (PF209, clause 1) defines PDF's as providing financial
preduct advice in securities as well as dealing in financial products by issuing, applying for, acquiring, varying or
disposing of securities. An AFS Licence is required when a company gives financial product advice and/or deals in
financial products. SDF currently holds an Australian Financial Services Licence.
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

DIRECTORS' REPORT (Cont’d)

Corporate Governance and Best Practice {Cont'd)

In relation to its obligations both fo the requirements of the AFS license and to good corporate govemnance, the Board
has created an Audit and Compliance Committee, a Remuneration and Nomination Commitiee, Risk Management
policies, Organisational Expertise processes, outsourcing arrangements, Human Resources policies and Financial
Management policies. The committees mentioned are guided by their individual Charters in conjunction with the
constitution of the company.

The Audit and Compliance Committee has authority to investigate any activity of the company and its subsidiaries.
The primary objective of the committee is to assist the Board to discharge its responsibilities, in particular, with regard
to facilitating the independence and completeness of the external audit process, compliance to requirements of the
BSX listing rules, Corporations Act and PDF Act, and directing the internal audit function ensuring maximum value for
the company. The Charter sets out specific responsibilities delegated by the board to the Audit and Compliance
Committee and provides support for the manner in which the Committee will operate. The committee consists of two
independent directors and the company secretary.

Similarly, the Remuneration and Nomination Committee has been developed to assist the Board in pariicular with
regard to advising on nominaticns for Directorship appointments and ensuring that appropriate procedures exist to
assess the performance and remuneration levels of all Beard members and management. The committee consists of
two independent directors, the company secretary and an external compliance consultant,

Signed in accordance with a resolution of the Board of Directors.

Chairmjap and Director

Dated this 2™ day of February 2008
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Chartered Accountants
& Business Advisers

AUDITOR’S INDEPENDENCE DECLARATION

As lead auditor for the audit of State Development Fund Limited for the year ended 30 June 2008, |
declare that to the best of my knowledge and belief, there have been:

{a) no contraventions of the auditor independence requirements of the Corporations Act 2001 in
relation to the audit; and

(b) no contraventions of any applicable code of professional conduct in relation fo the audit.

This declaration is in respect of State Development Fund Limited and the entities it controlled during
the year.

R A Dean

Partner

PKF

East Coast Practice

2 February 2009
Melbourne

Tel: 61 3 9603 1700 | Fax: 61 3 9602 3870 | www.pkf.com.au

PKF | ABN 83236 985 726

Level 14, 140 William Street | Melbourne | Victoria 3000 | Australia
GPO Box 5099 | Melbourne | Victeria 3001

PKF East Coast Praclice is a member of PKF Ausiraliz Limiled a national assaciztion of independent chartered accounting and consulting firms each trading as PKF. The East
Coast Practice has offices in NSW, Victoria and Brisbane. PKF East Coast Practice Is also a member of PKF Internalional, an

association of legally independent chartered accounting and consulting firms,
Liability limited by & scheme approved under Professional Standards Legistation.
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STATE DEVELOPMENT FUND LIMITED
- AND CONTROLLED ENTITIES
B INCOME STATEMENT
| FOR THE YEAR ENDED 30 JUNE 2008
— Note Economic Entity Parent Entity
2008 2007 2008 2007

— $ $ $ $
] Revenue 2 2,323,885 3,160,605 125,880 145,209
) Expenses 3 (2,798,371)  (2,959,944) (245,742) (248,615)
—_ Depreciation and amortisation expenses 3 (224,846) (233,081) - {1,590)

Impairment of non current assets 3 (654,724) - - -
- Finance costs 3 (6,113) (13.678) . -

Share of net profit of associate accounted for
] using the equity method 9 144,130 92,384 - -
| {Loss)/profit before income tax expense (1,216,039) 46,286 (119,862) (104,996)

Income tax benefit/{(expense) 4 131,132 (40,964) - -
" (Loss)/profit after income tax benefit {1,084,907) 5,322 (119,862) (104,996)
- .

Attributable to:
1 Equity holders of the parent {1,015,993) (21,348) - -
_

Outside equity interests (68,914) 26,670
— (1,084,807) 5,322 {119,862) (104,996}
. Basic and diluted earning per share - cents 23 (3.11) (0.06) - -
- ,
1
]
-
.
o The accompanying notes form part of these financial statements.

-11 -
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CURRENT ASSETS

Cash and cash equivalents
Trade and other receivables
Inventories

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Other financial assets

Investments accounted for using the equity

method

Property, plant and equipment
Intangibles

Deferred tax assets

TOTAL NON-CURRENT ASSETS
TOTAL ASSETS

CURRENT LIABILITIES

Trade and other payables
Financial liabilities

Provisions

Tax Liabilities

TOTAL CURRENT LIABILITIES
NON-CURRENT LIABILITIES
Deferred tax liabilities

Financial liabilities

Provisions

TOTAL NON-CURRENT LIABILITIES
TOTAL LIABILITIES

NET ASSETS

SHAREHOLDERS EQUITY
Contributed equity

Asset revaluation reserve
Accumulated losses

TOTAL PARENT ENTITY INTEREST
TOTAL MINORITY INTEREST
TOTAL EQUITY

;+81 3 9011 8399 # 16~ 40
STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES
BALANCE SHEET
AS AT 30 JUNE 2008
Note Economic Entity Parent Entity
2008 2007 2008 2007
$ $ $ $

5 63,425 719,080 20,530 28,366
6 717,748 272,873 260,625 218,000
7 198,441 171,743 - -
979,614 1,163,696 281,155 246,366

8 - - 4,803,250 4,803,250
9 2,178,357 4,013,792 - -
10 712,222 867,285 - -
11 3,437,339 4,092,063 . -
12 218,256 88,124 - -
6,547,174 9,061,264 4,803,250 4,803,250
7,526,788 10,224,960 5,084,405 5,049,616

13 813,689 586,896 310,923 156,272
14 68,426 22,438 - -
15 116,424 87,657 - -
16 - 62,849 - -
998,539 759,738 310,923 156,272

16 418,983 068,485 - -
14 4,797 18,099 - -
15 110,986 118,076 - -
534,766 1,104,660 - -

1,533,305 1,864,398 310,923 156,272
5,993,483 8,360,562 4,773,482 4,803,344

17 6,600,557 6,600,557 6,600,557 8,600,557
674,563 1,559,261 - -
(2,759,774) (1,743,781) (1,827,075) (1,707,213)
4,515,346 6,416,037 4,773,482 4,893,344

18 1,478,137 1,944,525 - -
5,993,483 8,360,562 4,773,482 4,893,344

The accompanying notes form part of these financial statements.

12 -




17/ 40

3 9011 8399 +#

;46

16-02-09;09:32AM; |CPS Melbourne

A

‘sjUsLISlES [BIoURLY asauy jo Led wio) sajou Bullueduwoose ey

IM—\I

Zav'ell'y  |(6£0'[¢8'l) | £66°009°9 €8¥'E66'S LE1'8LP1) gprE'CLE P £96'%49 (b22'66L°2) | 266°009'0 8002 sunp og 1e se aoue(eg
(zog’a1L1) (zog'sLl) - (106'¥80°1) | {716'89) {eBs'SL0'L) | - (e66'610°1) | - pouad au Joy (sSoAYo.d
- - - (zz1'zeg't) | (pi¥'16€) (869°88) (869'%88) - - {6 @10N) anes3l
uonen|eaal jsuiebe umopalum Jusueduly
vre'ees'y  |(€12°204°1) | 2650099 295'09¢E'8 GZE ¥P6' L 280'0LF'9 L92'656'L (1g2'e¥2'l) | £65'009'9 2002 8unf Og 1 se adue|eg
(966'%01) {(966'v01) - 22e's 0/9'92 (8yc'Ld) - (8re'1L2) - poliad auy o} (ssoTiAUoId
ore'ess’y  [(Z12'Z09't) | Z65°009'0 ore'ese's G568 /16 L GBE'/EP'D L9Z'6G6G'L {ee¥'ces’1} | 265'009'9 9002 @unr Og Je se aouejeg
$ $ 3 $ $ $ $ $ $
finb3 83850 Aynbz Ainby Jsad0)y| |ejoL aAI9saY $988017 £inbg
lejol pajeInuINIoYy panguuos |elo] Auouny uoneneA’y pajenwnoaay pajnquuoy
jassy
Jualed au) Jo siapjoy Ajinb3 o} sjqengimy
Rapu3 uareq Aypu3 ojwouoa3
800Z INNC 0€ LV SV
ALINDI NI SIONVHO 40 INIWILYLS
S3ILLLLNT d3T10U.LNOD NV
d3LINIT ANNS INTFWdOTIAIA ALVIS
. — s s -3 FF e T /M T 1Ty




-

-

16-02-09;09:32AM; |CPS Melbourne

STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

CASH FLOW STATEMENT

FOR THE YEAR ENDED 30 JUNE 2008

Note

CASH FLOW FROM OPERATING ACTIVITIES
Receipts from custorners and others

Payments to suppliers and employees

Interest received

Borrowing costs

Income tax paid

Net cash provided by/{used) in operating
activities 19(b}
CASH FLOW FROM INVESTING ACTIVITIES
Payment for property, plant and equipment

Net cash used in investing activities

CASH FLOW FROM FINANCING ACTIVITIES
Repayments of borrowings

Amounts advanced by related parties

Net cash/provided by/(used in) financing
activities

Net (decrease)/increase in cash held
Cash at the beginning of the financial year

Cash at the end of the financial year 19(a)

The accompanying notes form part of these financial statements.

;+81 3 9011 8399 # 18/ 40
Economic Entity Parent Entity
2008 2007 2008 2007
$ $ $ $
2,635,103 3,477,044 77,375 98,877
(3,250,849)  (2,984,730) (248,685) (210,012)
6,691 4,167 5,880 3,808
{4,657) (13,678) - -
(62,849) (20,985) - -
(676,561) 461,818 (165,430) (107,329)
(69,782) (15,761) - (2566)
(69,782) (15,761) - (256)
(22,436) (20,287) - -
58,000 40,000 157,594 40,000
35,564 19,713 157,594 40,000
(710,779) 465,770 (7,836) (67,585)
719,080 253,310 28,366 95,951
8,301 719,080 20,530 28,366

-14-
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

INTRODUCTION

The financial report covers State Development Fund Limited for the year ended 30 June 2008 as an individual parent
entity and State Development Fund Limited and controlled entities as an economic entity. State Development Fund
Limited is a company limited by shares, incorporated and domiciled in Australia.

The registered office and principal place of business is 15 Mareno Drive, Tullamarine, Victoria. The principal activity
of the economic entity during the financial year was providing financial and management support for its investee
companies. This activity was conducted as a Pooled Development Fund untll 11 May 2008 at which date this
registration was relinquished. The financial statements are presented in Australian dollars.

The financial report was authorised for issue by the Board of Direciors of State Development Fund Limited on the date
shown on the Declaration by the Board of Directors attached to the Financial Statements.

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The financial report is a general purpose financial report which has been prepared in accordance with the
Corporations Act 2001, Australian Accounting Standards and Interpretations and complies with other requirements of
the law. Accounting Standards include Australian equivalents fo International Financiai Reporting Standards
("AIFRS"). Compliance with AIFRS ensures that the financial report, comprising the economic entity's financial
statements and notes of State Development Fund Limited, complies with International Financial Reporting Standards
(“IFRS™).

The financial report has been prepared on a going concern and an accruals basis and is based on histerical costs and
does not take into account changing money values or, except where stated, current valuations of non-current assets.
Cost is based on the fair values of the consideration given in exchange for assets.

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

(a)  Principles of Consclidation

A controlled entity is any entity controlled by State Deveiopment Fund Limited. Control exists where State
Development Fund Limited has the capacity to dominate the decision-making in relation to the financial and
operating policies of another entity so that the other entity operates with State Development Fund Limited to
achieve the objectives of State Development Fund Limited. Details of the controlled entities are contained in
Note 20.

The consolidated financial statements combine the financial statements of State Development Fund Limited
(parent) and all of its subsidiaries.

The effects of all transactions between entities in the economic entity have been eliminated in full and the
consolidated financial staternents have been prepared using uniform accounting policies for like transactions
and other events in similar circumstances.

Minority interest is that portion of the profit or loss and net assets of a subsidiary attributable to equity interests
that are not owned, directly or indirectly through subsidiaries, by the parent.

(k)  Impairment

At each reporting date the Company reviews the carrying amounts of assets to determine whether there is any
indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent of the impairment loss if any. The Directors
are satisfied that the carrying amounts of assets do not exceed the net amounts that are expected to be
recovered through the cash inflows and outflows arising from the continued use and subsequent disposal of
the assets.

-15-
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(c)

(d)

(e

4

Significant Judgements and Key Assumptions

No significant judgements have been made in applying accounting policies that have a significant effect on the
amounts recognised in the financial statements.

The estimated cash flows to be generated from subsidiaries are based on current market evidence with an
appropriate discount rate applied, or underlying assets of the subsidiary. Based on the factors described in
note 11, the directors are confident the estimates are appropriate in the current market however if these cash
flows are not realised there is a risk that the earrying value of goodwill would be impaired. Other than this, no
key assumptions have been made concerning the future and there are no other key sources of estimation
uncertainty at the balance date that the Directors consider have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year.

Investments in Subsidiaries

In the separate financial statements of the parent, investments in subsidiaries that are not classified as held for
sale or included in a disposal group classified as held for sale are accounted for at cost.

Investments in Associates

An assaciate is an entity over which the economic entity has significant influence.

In the consolidated financial statements investments in associates are accounted for using the equity method
except when the investment is classified as held for sale, in which case it is measured at the lower of its
carrying amount and fair value less costs to sell.

Property, Plant and Equipment

Each class of property plant and equipment is carried at cost less, where applicable, any accumutated
depreciation.

The depreciation rates used for each class of depreciable asset are:

Class of Fixed Asset Depreciation Rates Depreciation Basis
Leasehold improvements Term of lease Straight Line

Plant and Equipment 13%-20% Straight Line

Motor Vehicles 22.5% Diminishing Value
Impaiment

The carrying values of plant and equipment are reviewed for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable.

For an asset that does not generate largely independent cash inflows, the recoverable amount is determined
for the cash-generating unit to which the asset belongs.

If any such indication exists and where the carrying values exceed the estimated recoverable amount, the
assets or cash-generating 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.
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.

-16-
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(9)

(h)

{0

1)

Goodwill

Goodwill on acquisition is initially measured at cost being the excess of the cost of the business combination
over the acquirer's interest in the net fair value 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 impairment, annually or more frequently if events or changes in circumstances
indicate that the carrying value may be impaired.

_ As at the acquisition date, any goodwill acquired is allocated to each of the cash-generating units expected to

benefit from the combination's synergies.

Impairment is determined by assessing the recoverable amount of the cash-generating unit to which the
goodwill relates.

Where the recoverable amount of the cash-generating unit is less than the carrying amount, an impainment
loss is recognised.

Where goodwill 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 porticn of the cash-generating unit retained.

Employee Benefits

Provision is made for the economic entity's liability for employee benefits arising from services rendered by
employees to balance date. Employee benefits expected fo be settled within one year together with benefits
arising from wages and salaries, annual leave and sick leave, which will be settled after one year, have been
measured at the amounts expected to be paid when the liability is settled plus related on-costs. Other
employee benefits payable later than one year have been measured at the present value of the estimated
future cash outflows fo be made for those benefits.

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

Cash and Cash Equivalents

For the purposes of the Cash Flow Statement, cash includes cash on hand and at call deposits with banks or
financial institutions, investments in money market instruments maturing within less than two months and net
of bank overdrafts,

Revenue

Revenue is recognised under the following conditions:

L] Revenue from the sale of goods is recognised upon the delivery of goods to customers.
. Revenue from the delivery of a service is recognised upon the delivery of the service to the customers.
x Interest revenue is recognised on a proportional basis taking into account the interest rate applicable to

the financial assets.

Any variations to estimates are recognrised in the period that the variations became known.

-47 -
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(k) Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST
incurred is not recoverable from the Australian Taxation Office. In these circumstances the GST is recognised
as part of the cost of acquisition of the asset or as part of an item of expense. Receivables and payables in
the Balance Sheet are shown inclusive of GST.

()] Borrowing Costs

Borrowing costs are recognised as an expense in the year in which they are incurred except borrowing costs
that are directly attributable to.the acquisition, construction or production of an asset that necessarily takes a
substantial period to get ready for its intended use or sale. In this case the borrowing costs are capitalised as
part of the cost of the asset.

(m) Leases

A distinction is made befween finance leases, which effectively transfer from the lessor o the lessee
substantially all the risks and benefits incidental to 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 acguired by means of finance leases, the present value of minimum lease payments is
established as an asset at the beginning of the lease term and amortised on a straight line basis over the
expected economic life. A corresponding liability is also established and each lease payment is allocated
between such liability and interest expense.

Operating lease payments are charged to expense on a basis, which is representative of the pattern of
benefits derived from the leased property.

(n) Income Taxes

Income taxes are accounted for using the comprehensive balance sheet liability method whereby:

L] the tax consequences of recovering (settling) all assets (liabilities) are reflected in the financial
statements;
» current and deferred tax is recognised as income or expense except to the extent that the tax relates to

equity iterns or to a business combination;

= a deferred tax asset is recognised {o the extent that it is probable that future faxable profit will be
available to realise the asset;

- deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period
when the asset is realised or the liability settled.

(o) Foreign Currency Translation and Balances
(i) Translation of Foreign Currency Transactions

Transactions in foreign currencies on initial recognition in the functional currency are recorded by
applying to the foreign currency amount the spot exchange rate at the date of the transaction.

At each balance sheet date:

(a) foreign currency monetary items are reported using the closing rate;

{b) non-monetary items which are measured in terms of historical cost in a foreign currency are
translated using the exchange rate at the date of the transaction; and

(c) non-monetary items which are measured at fair value in a foreign currency are translated using
the exchange rates at the date when the fair value was determined.

-18 -
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(o}

(p)

()

{r)

(s)

Foreign Currency Translation and Balances (Cont'd)

Exchange differences arising on the settlement of monetary items or on translating monestary items at
rates different from those at which they were initially translated during the period, or in previous financial
statements, are recognised in profit or loss in the period in which they arise, with the exception of
exchange differences arising on a monetary item that forms part of the net investment in a foreign
operation which are recognised initially in a separate component of equity and recognised in profit or
loss on disposal of the net investment.

(ii) Translation of the Financial Statements of Foreign Operations

The following procedures are used in translating the results and financial position of the entity from its
functional currency to the presentation currency:

(a) assets and liabilities at the ¢losing rate at the balance sheet date; and
(b) income and expense items at exchange rates at the dates of the transactions; and

(c) all resulting exchange differences recognised as a separate component of equity.

Trade and Other Receivables

Trade accounts receivable, amounts due from related parties and other receivables represent the principal
amounts due at balance date plus accrued interest and less, where applicable, any unearned income and
allowance for doubtful accounts. The collectability of debfs is assessed at balance date and an allowance for
doubtful balances made as necessary.

Trade and Other Payables

Payables represent the principal amounts outstanding at balance date plus, where applicable, any acerued
interest.

Inventories

Inventories are valued at the lower of cost and net realisable value. Costs, including an appropriate portion of
fixed and variable overhead expenses, are assigned to inventory on hand by the method most appropriate to
each particular class of inventory, with the majority being first-in first-out basis. Net realisable value represents
the estimated selling price less all estimated costs of completion and costs 1o be incurred in marketing, selling
and distribution.

New and Revised Accounting Standards and Interpretations

State Development Fund Limited has adopted all of the new and revised Accounting Standards and
Interpretations issued by the Australian Accounting Standards Board (AASB) that are relevant to its operations
and effective for annual reperting periods beginning on 1 July 2007.

The directors have given due consideration to new and revised standards and interpretations issued by the
AASB that are not yet effective, and do not believe they will have any material financial impact on the financial
statements of the Company or the consclidated entity.

The following standards, amendments to standards and interpretations applicable to the company will be
adopted by the group during the first annual reporting period after the effective date of each prenouncement.

AASB 8 Operating Segments

AASB 8 will result in a change in the segment disclosures presented in the financial report such that the
segments presented will not be based on primary and secondary segments but reflect those segments and
amotunts regularly reviewed by the entity’s chief operating decision maker. While the amounts presenied in the
financial statements will not change the amounts presented in the segment reporting note may differ to those
currently presented as a result of AASB 8 requiring the amounts presented to be based on those seen by the
entity's chief operating decision maker.

-19-
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(s) New and Revised Accounting Standards and Interpretations (Cont'd)

AASB 101 Presentation of Financial Statements (Revised)
The introduction of AASB 101 (Revised) will not have a material impact on the amounts presented within the
financial statements but is likely o result in a substantial change in the presentation and terminology of the
primary financial statements.

AASB 123 Borrowing Costs (Revised)
Adoption of AASB 123 {Revised) will result in a capitalisation of all interest expenses on qualifying assets. -
There will be no impact of this change on entity's financial report in the period of initial application.

AASB 3 Business Combinations {Revised)
Adaption of AASB 3 (Revisedy) is likely to result in substantial changes in the way in which the entity accounts
for business combinations. The entity has been unable to assess the financial impact of this change on the
entity’s financial report in the period of initial application.

;46

3 9011
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AASB 2008-7 Amendments to Australian Accounting Standards — Cost of Investment in a Subsidiary,
Jointly Controlled Entity or Associate

AASB 2008-7:

(a) amends AASE 1 to allow first time adopters, in their separate financial statements, to use a deemed
cost option for determining the cost of an investment in a subsidiary, jointly controlled entity or
associate. The deemed cost of such an investment can be either its:

{i) fair value at the entity's date of transition to Australian-equivalents-to-IFRSs; or

(i) previous GAAP carrying amount at that date.

A first time adopter may choose either deemed cost option to measure its investment in each subsidiary, jointly
controlled entity or associate that it elects to measure using a deemed cost:

{b) removes from AASB 118 the requirement to deduct dividends declared out of pre-acquisition profits
from the cost of an investment in a subsidiary, jointly controlled entity or associate. Therefore all
dividends from a subsidiary, joinfly controlled entity or associate are recognised by the investor as

income;

(c}) amends AASB 127 to require, in particular circumstances, a new parent entity established in a group
reorganisation to measure the cost of its investment at the carrying amount of the share of the equity
items shown in the separate financial statements of the original parent at the date of reorganisation.
The relevant circumstances include that the recrganisation involves:

0 the new parent obtaining control of the original parent through an exchange of equity

instruments;

(ii) no change in the group’s assets and liabilities; and
(il  no change to the owners’ absolute and relative interests in the net assets; and

(d) amends AASB 136 fo include recognising a dividend from a subsidiary, jointly controlled entity or
associate, fogether with other evidence, as an indication that the investment in the subsidiary, jeintty
controlled entity or associate may be impaired.

The entity will need to assess the likely impact of this change depending on its current accounting policy in the

pericd of initial application.
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

NOTE 2: REVENUE
- Sales Revenue

- Interest

- Other revenue

NOTE 3: PROFIT/LOSS
Profit!Loss before income tax expense has been
determined after charging:

Cost of sales

Consulting, accounting and audit fee

Employee benefits expense not included in cost of sales
Rental expense on operating leases

Exchange Loss

Other operating costs

Finance costs:
- other persons

Depreciation of non-current assets

Impairment of non current asset

- Goodwill

Employee Benefit expense
Defined Contribution Superannuation contribution

NOTE 4: INCOME TAX EXPENSE

Major components of income tax expense for the years
ended 30 June 2008 and 2007 are:

Current income tax (benefif)/expense

Changes in temporary differences

The prima facie tax payable on profit/(loss) before
income tax is reconciled to the income tax expense as
follows:

Prima facie income tax payable on profit/(loss) before
income tax af:-

- 15%

- 25%

- 30%

Add:

Losses not brought to account

Tax effect of:

Impairment of goodwill

Other non-allowable items

Unhooked tax losses of overseas subsidiaries utilised

Income tax expense/(benefif) attributable to profit

;4681 3 8011 6399 # 25/ 40
Economic Entity Parent Entity
2008 2007 2008 2007
$ $ $ $
2,236,373 3,114,584 - -
6,691 4,167 5,880 3,806
80,821 41,854 120,000 141,403
2,323,885 3,160,605 125,880 145,209
1,621,030 1,873,614 - -
212,909 126,993 152,909 67,900
586,672 709,679 - 75,124
176,909 166,895 18,582 24,909
28,754 20,247 - -
172,097 62,516 74,251 80,682
2,798,371 2,959,944 245,742 248,615
6,113 13,678 - -
224,846 233,081 - 1,590
654,724 - - -
1,082,908 1,256,744 - 75,124
96,880 89,023 - -
1,179,788 1,355,767 - 75,124
(135,478) 67,519 - -
4,346 (26,555) - -
(131,132) 40,964 ; _
- (16,320) - (16,320)
- 952 - 952
(364,812) 45,385 (35,958) -
37,637 14,241 35,958 15,368
196,417 - - -
3,124 1,590 - -
(3,498) (4,884) -
{131,132) 40,964 - -

The tax rates used in the above reconciliation are the corporate tax rates applicable to the Australian corporate entities on
taxable profits under Australian tax law. There has been no change in the corporate tax rate when compared with the

previous reporting period.
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008
NOTE 4; INCOME TAX EXPENSE (CONT'D)
Pooled Development Fund (“PDF”) Status

The PDF board has advised that to maintain its PDF status after 11 May 2008 the company will need to dispose of its
interest in BAC. This has not occurred and SDF has relinquished its PDF status.

Tax Consolidation

Relevance of tax consolidation to the consolidated entity

The subsidiary, Auspep Holdings Limited, and its wholly-owned Australian resident entities have formed a tax-
consolidated group with effect from 1 July 2003 and are therefore taxed as a single entity from that date. The head

entity within the tax-consolidated group is Auspep Holdings Limited. The members of the tax-consolidated group are
Auspep Holdings Ltd, Auspep Pty Ltd and Auspep Clinical Peptides Pty Ltd.

Econormic Entity Parent Entity
2008 2007 2008 2007
$ $ $ $
Deferred tax asset arising from tax losses not
recognized at balance date as the directors are not
satisfied that the timing of the benefits are certain
enough to regard realisation of the benefit as probable. 37,637 216,019 35,958 213,111
NOTE 5: CASH AND CASH EQUIVALENTS
Cash on hand 502 502 - -
Cash at bank 62,923 718,578 20,530 28,366
63,425 718,080 20,530 28,366
NOTE 6: RECEIVABLES
CURRENT
Trade receivables 649,866 143,560 256,000 198,000
Sundry receivables 67,882 129,313 4,625 20,000
717,748 272 873 260,625 218,000

Trade receivables are non-interest bearing and are generally on 30-60 day terms. As at 30 June 2008 the economic
entity had debts that were past due but not classified as doubtful in the amount of $7,206 (2007: Nif). These trade
receivables comprise trade receivables that have a good debt history and are considered recoverable, A provision for
impairment loss is recognised when there is objective evidence that an individual trade receivable is impaired. No
impairment loss has been recognised by the economic entity or by the parent entity during the current or prior years.

Pue to the shert term nature of these receivables, their carrying value is assumed to approximate their fair value. The
maximum exposure to credit risk at the reporting date is the fair value of each class of receivables mentioned above.
No significant concentration of credit risk is present at 30 June 2008.

NOTE 7: INVENTORY

CURRENT

Raw materials - 38,705 - -

Work in progress 04,777 80,058 - . -

Finished goods 103,664 72,980 - -
198,441 171,743 - -

NOTE 8: INVESTMENTS

Auspep Holdings Limited — at cost {Note 20} - - 3,803,250 3,803,250

Australian Regional Airports Pty Ltd — at cost (Note 20) - - 1,000,000 1,000,000

- - 4,803,250 4,803,250
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STATE DEVELOPMENT FUND LIMITED

AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

NOTE 9: INVESTMENT ACCOUNTED FOR USING THE EQUITY METHOD

Interest in Associate

Balance Ownership Interest held by

3 9011 8399

# 277 40

Date Consolidated Entity Economic Entity
2008 2007 2008 2007
% % $ $
Burnie Airport Corporation Pty Ltd as Trustee .
for the Burnie Airport Corparation Unit Trust 30 June 49% 49% 2,178,357 4,013,792
Principal Activity
Burnie Airport Corporation Pty Ltd owns and
operates Burnie Wynyard regional airport in
North-West Tasmania.
Movement in Carrying Amounts of Investments in
Associates
Beginning of year 4,013,792 4,013,792 - -
Share of associates net profit 144,130 92,384 - -
Distributions Received/Receivable {147,890) (92,384) - -
Impairment (a) {1,831,675) - - -
Closing Value 2,178,357 4,013,782 - -
Summary of Associates Assets and Liabilities
Current assets 1,054,052 1,001,650 - -
Non-current assets 6,221,329 7,201,073 - -
Current liabilities {1,043,210} (789,125) - -
Non-current liabilities (534,766) (136,175) - -
Net Assets 5,697,405 7,277,423 - -
Share of Associates net assets 2,178,357 4,010,032
Retained profits of the consolidated entity
attributable to associate
Balance at the beginning of financial year 3,760 3,760 - -
Share of associates net profit 144,130 92,384 - -
Distributions received/receivable from associate (147,890) (92,384) - -
Balance at end of the financial year - 3,760 - -
Reserves of the consolidated entity attributable to
associate
Balance at the beginning of the financial year 2,259,799 2,259,799 - -
Impairment {a) (1,282,172) - - -
Balance at the end of the financial year 977,627 2,259,799 - -

(a) IMPAIRMENT

The directors have reviewed the carrying value of the equity accounted investment in Burnie Airport Corporation Unit
Trust and have determined that a writedown to recoverable amount is required. The valuation of the airport operating
aclivities is at value in use and land in excess to airport requirements is valued at fair value less costs to sell. Fair
value less costs to sell have been estimated based on valuations and costings provided on surplus land uses. The
loss is a result of using a revised discount rate for the airport to reflect current market conditions and due to
development costs exceeding previous expectations with respect to surplus land disposals. The assets of the equity
accounted investment had previously been the subject of a revaluation and the consolidated entity had recognised its
share of that revaluation and a related deferred fax liability. The impairment of $1,831,675 in the equity accounted
investment has been charged against this revaluation and has reduced the revaluation reserve by $1,282,172 and the
deferred tax liability by $548,503. The consolidated entity has also written off the goodwill related to the investment of

$654,724 to profit and loss in the current period.
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

NOTE 10: PLANT AND EQUIPMENT

Motor Vehicles
At Cost
Less Accumulated Depreciation

Leasehold Improvements
At Cost
Less Accumulated Depreciation

Plant and Equipment
At Cost
Less Accumulated Depreciation

TOTAL PLANT & EQUIPMENT
At Cost
Less Accumulated Depreciation

Movements in Carrying Amounts

Movement in the carrying amounts for each class of
property, plant and equipment befween the beginning
and the end of the year,

MOTOR VEHICLES

Balance at beginning of year
Additions

Depreciation expense

Carrying amount at end of year

LEASEHOLD IMPROVEMENTS
Balance at beginning of year
Additions

Depreciation expense

Carrying amount at end of year

PLANT AND EQUIPMENT

Balance at the beginning of the year
Additions

Depreciation expense

Carrying amount at end of year

NOTE 11: INTANGIBLE ASSET

Goodwill

Balance at the beginning of the financial year
Impairment

Balance at the end of the financial year

;+81 3 9011 8399 # 287
Economic Entity Parent Entity
2008 2007 2008 2007
$ $ $ $
82,581 82,580 - -
(46,435) (35,939) - -
36,146 46,641 - -
299,965 299,965 - <
{149,275} {104,283) - -
150,690 195,682 - -
2,158,458 2,091,820 14,433 14,433
(1,633,072) {1,466,858) (14,433) {14,433)
525,386 624,962 - -
2,541,004 2,474,365 14,433 14,433
{1,828,782) (1,607,080) {14,433) (14,433)
712,222 867,285 - -
46,641 68,729 - -
1 - - -
{10,496) (22,088) - -
36,146 46,641 - -
195,682 240,676 - -
(44,992) {44,994) - -
150,690 195,682 - -
624,962 774,946 - 1,334
69,782 15,761 - -
(169,358) (165,745) - (1,334)
525,386 524,962 - -
4,092,063 4,092,063 - -
(654,724) - - -
3,437,339 4,092,063 - -

The useful life of the intangible asset was estimated as indefinite and the cost method was utilised for its measurement.

During the financial year, the company assessed the recoverable amount of goodwill, and determined that goodwill
associated with the company relating to the investment in Auspep Holdings Limited is not impaired. The goodwill
refating to the investment in Australian Regional Airports Pty Ltd was considered to be impaired and has been written off.
The recoverable amount of the cash-generating units, being the assets of the company and goodwill for each of the two
investments, was assessed by reference to the cash-generating units value in use.

-04.
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

NOTE 11: INTANGIBLE ASSET (CONT'D)

$3,437,339 of the goodwill relates to the investment in Auspep Holdings Limited. The carrying amount of goodwill is
allocated fo the cash-generating unit of the company. A discount rate of 22.86% {2007: 20%) pre tax has been applied to
the cash flow projections. The cash flow projections are based on management's five-year budgeifforecast experiences
with a terminal value based on the fifth year's cash flows inflated at 3% per annum.

$654,724 of the goodwill relates to the investment in Australian Regional Airports Pty Ltd. The carrying amount of
goodwilt is allocated to the cash-generafing unit of the company. A discount rate of 15% (2007: 10%) pre tax has been
applied to the cash flow projections. The cash flow projections are based on management's five-year budget/forecast
experiences. The cash flow projections indicated that the economic entity's investment in Burnie Airport Corporation
Unit Trust was impaired and writedowns were therefore processed (see Note 9a for details of the writedowns).

Economic Entity Parent Entity
2008 2007 2008 2007
L 5 $ $
NOTE 12: TAX ASSETS
The deferred tax asset consists of:
Accruals 4,050 2,400 - -
Capital costs 9,252 12,337 - -
Provisions 74,223 67,690 - -
Unrealised foreign exchange fluctuations 4,945 5,697 - -
Losses 126,786 - - -
219,256 88,124 - -
NOTE 13: TRADE AND OTHER PAYABLES
CURRENT
Trade payables 338,038 253,234 77,310 116,272
Advance from related parties (Note 25) 98,000 40,000 197,594 40,000
Sundry payables . 377,651 293,662 36,019 -
813,689 586,896 310,923 156,272

Trade payables are non interest bearing and are normally settled on 30 day terms.

Due to the short term nature of these payables their carrying value is assumed to approximate their fair value.

Economic Entity Parent Entity
2008 2007 2008 2007
$ $ $ $

NOTE 14: FINANCIAL LIABILITIES
CURRENT
Secured liabilities
Bank overdraft (i) 55,124 - - -
Hire purchase liabilities 13,302 22,436 - -

68,426 22,436 - -
(i) Secured by a morigage debenture over the assets of
the Auspep Holdings Limited group.
NON-CURRENT
Secured liabilities
Hire purchase liabilities 4,797 18,099 - -
NOTE 15: PROVISIONS
CURRENT
Employee benefits 116,424 87,857 - -
NON-CURRENT
Employee benefits 110,986 118,076 - -
Aggregate employee benefits 227,410 205,833 - -
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

| CPS Melbourne ;+81 3 20117 8399 # 307 40

Economic Entity Parent Entity
2008 2007 2008 2007

$ $ $ $
NOTE 16: TAX LIABILITY
CURRENT
Tax liability - 62,849 - .
NON-CURRENT
Deferred tax liabilities 418,983 968,485 - -

NOTE 17: SHARE CAPITAL

The company has unlimited authorised capital with no
par value.

32,634,000 ordinary shares fully paid (2007: 32,634,000) 6,600,557 6,600,557 6,600,557 6,600,557

There are no restrictions on distribution of dividends and repayment of capital,

Capital Management

The directors and management control the capital of the economic entity in order to maintain a good debt to equity
ratio, provide the shareholders with adequate returns and to ensure the economic entity can fund its operations and
continue as a going concern:

The economic entity's debt and capital includes ordinary share capital and financial liabilities supported by financial
assels.

There are no externally imposed capital requirements.

The directors and management effectively manage the economic entity’s capital by assessing the entity’s financial
risks and adjusting its capital structure in response fo changes in these risks and in the market. These responses
include the management of debt levels, distributions to shareholders and share issues.

There have been no changes in the strategy adopted by the directors and management to control the capital of the
economic entity since the prior year. This strategy is to ensure the economic entity's gearing ratio remains under
40%, The gearing ratios for the year ended 30 June 2008 and 30 June 2007 are as follows:

Economic Entity Parent Entity
2008 2007 2008 2007

$ $ $ $
Total borrowings 73,223 40,535 - -
Trade and other payables 813,689 586,896 310,923 156,272
Less cash and cash equivalents {63,425) (719,080) (20,530) (28,366)
Net debt 823,487 (91,649) 290,393 127,906
Total equity 5,993,483 8,360,562 4,773,482 4,893,344
Total capital 6,816,970 8,268,913 5,063,875 5,021,250
Gearing ratio 12% 0% 6% 3%
NOTE 18; MINORITY INTERESTS
Contributed equity 1,232,198 1,232,199 - -
Reserves 303,066 700,538 - -
Retained profits/(accumulated losses) (57,128) 11,788 - -
Qutside equity interest 1,478,137 1,944,525 - -

-26-
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008
Economic Entity Parent Entity
2008 2007 2008 2007
$ $ $ $
NOTE 19: CASH FLOW INFORMATION
(a) Reconciliation of cash and cash equivalents
Cash and cash equivalents at the end of the
financial year as shown in the Gash Flow
Statement is reconciled to the related items in
the Balance Sheet as follows:
Cash at bank 63,425 719,080 20,530 28,366
Bank overdraft {55,124) - - -
8,301 719,080 20,530 28,366
{b) Reconciliation of cash flow from operations
with profit/(loss) after income tax
Profit/(Loss) after income tax (1,084,907) 5,322 (119,862) (104,996)
- Depreciation 224,846 233,081 - 1,590
- Impairment of non current assets 654,724 - “ -
- (Increase)/decrease) in receivables (444,875} (48,041) (42,625) (42,526)
- Increase/(decrease) in payables 226,797 184,579 (2,943) 38,603
- (Increase) /decrease in Inventory (26,698} 48,330 - -
- (Increase)/decrease in deferred tax assets (185,376) (26,555) - -
- (Decrease)fincrease in tax liabilities (62,849) 46,535 - -
- Increase/(decrease) in employee provisions 21,777 18,822 - -
Cash flow from/{used in} operations {676,561) 462,073 (165,430) (107,329)
{c) The economic entily acquired plant and
equipment with an aggregate fair value of NIL
(2007: $NIL) by means of hire purchase.
NOTE 20: CONTROLLED ENTITIES
State Development Fund Limited — Ultimate parent entity.
Subsidiary: Auspep Holdings Limited
Country of incorporation: Australia
Percentage owned: 76% (2007: 76%)
Controlled Entities of Auspep Holdings Limited:
Auspep Pty Ltd Australia 100%
Auspep LLC USA 100%
Auspep Clinical Peptides Australia 100%
Subsidiary: Australian Regional Airports Pty Ltd
Country of incorporation: Australia
Percentage owned: 69% (2007: 69%)
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

Economic Entity Parent Entity
2008 2007 2008 2007
$ $ $ $
NOTE 22: EXPENDITURE COMMITMENTS
Non-cancellable rental operating leases contracted for but
not capitalised in the financial statements:
Payable
- no later than one year 93,500 90,800 - -
- later than one year but no later than five years 527,535 391,268 - -
- later than five years - 229,767 - -
621,035 711,835 - -
Economic Entity
2008 2007
$ $
NOTE 23: EARNINGS PER SHARE
Net Profit/(Loss) (1,084,907) 5,322
Net Profit/(Loss) attributable to outside equity interest 68,914 (26,670)
Earnings used to calculate basis and diluted earnings per
share (1,015,993) (21,348)
Weighted average number of ordinary shares used in
calculating basic and diluted earnings per share 32,634,000 32,634,000
Economic Entity Parent Entity
2008 2007 2008 2007
- $ $ $ $
NOTE 24: AUDITOR'S REMUNERATION
Audit and review fees 99,128 56,628 25,000 29,650
Other services
- tax return and consulting services - 30,342 - 25,000
99,128 86,870 25,000 54,650
NOTE 25: RELATED PARTY DISCLOSURES
Directors
The directors of the company during the year were:
Legh Davis ' Michael McDonald Peter King
Dr. Andrew Ludekens John Nissen Colin McKeown

Director-Related Entity Transactions
Current directors have loaned a total of $98,000 to SDF (2007: $40,000). The loans of $98,000 (2007: $40,000) are to fund the
short term liquidity of SDF. The terms and conditions of the loans are that they will be either repaid by SDF on an interest free

basis or converted into equily at the director's discretion. The conversion into equity must be approved by members at a
general meeting and at a price on par with the next round of capital raising.

l.oans

SDF borrowed $99,594 from Auspep Holdings Limited during the year to enable commitments to be met. Other than this, there

are no loans made by the disclosing entity or any of its subsidiaries to any director or executive, including their personally
related entities

Other Related Party Transactions
Management Fee Income — A management fee of $120,000 (2007: $50,000) was charged by State Development Fund Limited
during the year to Australian Regional Airport Pty Ltd. At 30 June 2008, ARA owed the company $258,000 (2007: $198,000),

the loan is non-interest bearing. In 2007 Auspep Holdings Ltd paid State Development Fund $51,403 related to external
corporate advice that SDF had paid on behalf of Auspep Holdings Ltd and $40,000 for management services.

-20.
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES
NOTES TC THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008
Economic Entity Parent Entity
2008 2007 2008 2007

$ $ $ $
NOTE 26: STANDBY ARRANGEMENTS AND CREDIT FACILITIES
The economic entity has access to:
Bank overdraft facility 100,000 100,000 - -
Amount of facility used (55,124) - - -
Amount of facility unused 44,876 100,000 - -
NOTE 27: KEY MANAGEMENT PERSONNEL COMPENSATION
The following table discloses the aggregate of key management compensation.
Short-term employee benefits 449,088 445 257 93,600 75,124
Superannuation Contributions —
Defined contribution funds 32,529 23,862 - -
Total remuneration 481,617 469,119 93,600 75,124

Details of key management personnel remuneration are disclosed in the Director's Report accompanying the financial report.

NOTE 28: FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

Financial Instruments

The economic eniity's principal financial instruments comprise receivables, payables, bank overdraft, cash and cash
equivalents. These activities expose the economic entity to a variety of financial risks: interest rate risk, currency risk, price risk,

credit risk and liquidity risk.

Although the economic entity does not have documented policies and procedures, the directors and management manage the
different types of risks to which it is exposed by considering and monitoring levels of exposure to interest rate and foreign
exchange risk and by being aware of market forecasts for interest rate, foreign exchange and commodity prices. Ageing
analyses and moenitoring of specific credit allowances are undertaken to manage credit risk, liquidity risk is monitored through

general business budgets and forecasts.

-30-




5399 # 357 40

3 9011

;46

16-02-09;09:32AM; |CPS Melbourne

|_‘ﬂ|

‘lewujw §1 ysu aoud sanunoas Aunbs pue Aypowwos o} ainsodxe s AuUs DILLIoUodS By

Asiy aoud

“[ELI9YEL 94 JOU PINOM SJUBLSACL a|qIssod S|qeuosSEa, pajoadxa UM SSIRI JSSIaJUI JO AJIIR|OA 10 10310 ay)

NS ajey Jsasapu)

sasuodsay pue sainsodxg ysiy

‘sanfea Bulfues ay) sewixoldde salyjigel pue S19SSE [BIOUBLIY SUY JO SON|eA JIB) ol |

ZiZ'961  £28'0ME - - - Zie'oslL  cee'ole - - -saljiqel] |elueul] B0
2/2'95L  €16'0lE - - - zig'osl  €zg'ole - - sajqefed saijo pue apes |
‘sa)ll|iqei |eloueuly

ggg'gbe  S5LL8T - - - 000’812  GZ9'09Z  99e£'8Z 0£5'02 ‘Sj9ssY [elouell [elol
COD'BLE  §29'09Z - - - goo'elz  GZe'09z - - sagealsaay
g9e'se 0gs'0e - - - - - 99¢'se 0£5'02 Lo L0 usey
'S19SSY [21ouBUld

$ $ 3 $ $ $ $ $ $ $ % %

2002 800z 1002 800z ooz 800¢ 002 8002 002 800z 2002 8002 Auz juased
Lep'leg Z16'088 660'8L 16L'% gev'ee Z0E'EL 968'985 669'c18 - FANT ssijiger] |efouell] [e1o ],
968'98G  6QY'ELE - - - 068'085 6RO'CLY - - sajqeded Jayjo pue apel ],
SEG'OF 6608 660°8L 6L 9ep'ee Z0EEL - - - - z'8 78 sjusuwisalbe aseyoind auy
- $21'65 - - - - - - bZL'GE - el WeJpIanc yueg

-safqelT [epusulH
£56'L66  €21'18. - - - €/8'2ie  evl'llL 0806l  G2r'E9 ‘slassy [eldueu [ejol
€482  SVL'LLL - - - e/8'cie  evl'llL - - S9|qeAMBIaY
080°6LL  SZF'E9 - - - - - 080'BLL  SZTY'EY G0 L0 used

'S]assy [BloUBUIY
$ $ $ $ $ $ $ $ $ $ % %

1002 8002 L1002 8002 002 800z ooz 8002 002 800z 002 8002 pajepljosuo)

sieak g o} | S$S9| 40 JeaA |
lejog, 15949)u) paxid Buleag 3sesajul-uoN 15819)U| ajqeLeA ajey jsatoqu|

abesany papBrapa
{(Q.LNOD) SIDM10d ANV SIAILOIrg0 INTWIDVYNYIN MSIM TVIONYNIL :8Z ILON

800Z INNI 0€ AN YYIA JHL WO
SINIWALVLS TVIONVNI4 3HL OL S3LON

S3LLILNT a3TT0ULNOD ANV
AQ3LINIT dNNd LNIANJOTAAAA ALYLS

— O 1 q

Lo




o

]

16-02-09;09:32AM; |CPS Melbourne ;+81 3 20117 8399 # 36 40

STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

NOTE 28: FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONT'D)

Currency Risk

At 30 June 2008 the economic entity had the following exposure to foreign currency that is not designated in cash flow hedges:

Economic Entity Parent Entity
2008 2007 2008 2007

$ $ $ $
Financial Assets
Bank 29,558 65,254 - -
Trade and other receivables 388,812 23,047 - -
Financial Liabilities
Trade and other payables (21,199) (8,913) - -
Net exposure 397,171 80,288 - -

The effect of volatility of foreign exchange rates within expected reasonable possible movements would not be material.

Credit Risk

The maximum exposure to credit risk, excluding the value of any collateral or other security, at balance date to recognised
financial assets is the carrying amount of those assets, net of any allowance for doubtful debts, as disclosed in the balance
sheet and notes to the financial report.

The economic entity trades conly with recognised, creditworthy third parties, and as such collateral is not requested nor is it the
economic entity’s policy to securitise its trade and other receivables. |t is the economic entity's policy to consider the credit
worthiness of all customers who wish to trade on credit terms.

In addition, receivable balances are monitored on an ongoing basis with the result that the economic entity's exposure to bad
debts is not significant. There are no significant concentrations of credit risk.

Liquidity Risk
The economic entity manages liquidity risk by monitoring cash flow and maturity profiles of financial assets and lighilities.

Maturities of Financial Liabilities

The table below analyses the economic entity's financial liabilities into relevant maturity groupings based on those remaining at
the reporting date to the contractual maturity date. The amounts disclosed are the discounted cash flows.

Economic Entity

0-6 6-12 1-2 2-5
months months years years Total
$ $ $ $ $

Financial Assets
Bank 63,425 - - - 63,425
Trade and other receivables 717,748 - - - 717,748

781,173 - - - 781,173
Financial Liahilities
Bank overdraft 55,124 - - - 55,124
Trade and other payables 813,689 - - - 813,689
Borrowings 6,651 6,651 4,797 - 18,099

875,464 6,651 4,797 - 886,912
Net maturity {94,291) (6,651) (4,797) - (105,739)
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2008

NOTE 28: FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONT'D)

Liquidity Risk (Cont'd)

Parent Entity
0-6 6-12 1-2 2.5
months months years years Toftal
$ $ $ $ $

Financial Assets
Bank 20,530 - - - 20,530
Trade and other receivables 260,625 - - - 260,625

281,155 - - - 281,155
Financial Liabilities
Trade and other payables 310,923 - - - 310,923
Net maturity (29,768) - - - (29,768)
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STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

DIRECTORS' DECLARATION

The directors of State Development Fund Limited declare that:

(a) in their opinion the accompanying financial statements and notes are in accordance with the Corporations Act
2001, including:

(i) giving a frue and fair view of the company's and the consolidated entity's financial position as at 30
June 2008 and of their performance for the financial year ended on that date; and

(i) complying with Australian Accounting Standards (including the Australian Accounting Interpretations)
and Corperations Regulations 2001.

(b) the financial report also complies with International Financial Reporting Standards as disclosed in Note 1; and

(c) the remuneration disclosures that are contained in the Remuneration report in the Directors’ report comply with
Australian Accounting Standards AASB 124 Related Party Disclosure, the Corporations Act 2001 and
corporations Regulations 2001; and

{d} there are reasonable grounds to believe that the company will be able to pay its debts as and when they

become due and payable.

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

Director gnd Chairman

Dated this 2™ day of February 2009
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INDEPENDENT AUDITOR'S REPORT

TO THE MEMBERS OF STATE DEVELOPMENT FUND LIMITED
Chartered Accountants
& Business Advisers

We have audited the accompanying financial report of State Development Fund Limited, which comprises the balance sheet as
at 30 June 2008, and the income statement, statement of changes in equity and cash flow statement for the year ended on that
date, a summary of significant accounting policies and other explanatory notes and the directors’ declaration for both State
Development Fund Limited and the consolidated entity comprising State Development Fund Limited and the entities it controlled
at the year's end or from time to time during the financial year.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation and fair presentation of the financial report in accordance with
Australian Accounting Standards (including the Australian Accounting Interpretations) and the Corporations Act 2001. This
responsibility includes establishing and maintaining internal controls relevant to the preparation and fair presentation of the
financial repert that is free from material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the circumstances. In Note 1, the directors also
state, in accordance with Australian Accounting Standard AASB 101 Presentation of Financial Statements, that compliance with
Australian Accounting Standards ensures that the financial statements and notes, comply with International Financial Reporting
Standards.

Auditor's Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit in accordance
with Australian Auditing Standards. These Auditing Standards require that we comply with relevant ethical requirements relating
to audit engagements and plan and perform the audit to obtain reasonable assurance whether the financial report is free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial repost. The
procedures selected depend on the auditor's judgement, including the assessment of the risks of material misstatement of the
financial report, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant
fo the entity’s preparation and fair presentation of the financial report in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made
by the directors, as well as evaluating the overall presentation of the financial report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion,
Independence

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

Auditor's Opinion

In our opinion:
(a) the financial report of State Development Fund Limited is in accordance with the Corporations Act 2001, including:
{i) giving a true and fair view of the company's and consolidated entity’s financial position as at 30 June 2008 and
of their performance for the year ended on that date; and
(ii) complying with Australian Accounting Standards (including the Australian Accounting Interpretations) and the

Corporations Regulations 2001; and

{b) the consolidated financial statements and notes also comply with International Financial Reporting Standards, as
disclosed in Note 1.

Report on the Remuneration Report

We have audited the Remuneration Report included in pages 10 to 15 of the directors’ report for the year ended 30 June 2008.
The directors of the company are responsible for the preparation and presentation of the Remuneration Report in accordance
with section 300A of the Corporations Act 2001. Our responsibility is to express an opinion on the Remuneration Report, based
on our audit conducted in accordance with Australian Auditing Standards.

Auditor's Opinion

In our opinion the Remuneration Report of State Development Fund Limited for the year ended 30 June 2008, complies with
section 300A of the Corporations Acts 2001.

4 /—

PKF R A Dean
East Coast Practice Partner

2 February 2009

Melbourne

Tel: 61 3 9603 1700 | Fax: 61 3 9602 3870 | www.pkf.com.au

PKF | ABN 83 236 985 726

Level 14, 140 William Street | Melbourne | Victoriz 3000 | Australia
GPO Box 5029 | Melbourne | Victoria 3001

# 387 40

PKF East Coast Practice is a member of PKF Australiz Limited a national asseciation of independent chartered accounting and consulting firms each trading as PKF. The East

Coast Practice has offices in NSW, Victoria and Brisbane. PKf East Coast Practice is also a member of PKF Intemational, an
assoclation of legally independent chartered accounting and consulting firms.

Liability limited by a scheme approved under Professional Standards Legislation.

35-




T [ r ] : - r J

186—-02-09;09: 32AM;

Total Issued Capital

Distribution of Shareholdings

1 - 1,000
1,001 — 5,000
5,001 - 10,000
10,001 - 100,000

100,001 and over

Total number of shareholders

| CPS Melbourne

STATE DEVELOPMENT FUND LIMITED
AND CONTROLLED ENTITIES

SHAREHOLDERS'’ INFORMATION

AS AT 5 SEPTEMBER 2008

Voting Rights: One vote for each ordinary share held

Shareholders holding less than a marketable parcel

Number of resfricted securities on issue

Number of unquoted securities (options)

Number of holders of unquoted securities {options)

Top 10 Shareholders

Nefco Nominees Pty Ltd

ANZ nominees Pty Lid

Nissen Family Superfund A/C
Emlion Holdings Superfund A/C
Lotus Capital Holdings Pty Ltd
M&D McDonald Superfund A/C
Prime Endeavour Pty Ltd

Ms Wendy Ogler

Mr Issy Lissek

Moonlight Investmenis Pty Ltd

Top 10 Total
Remainder

Total

-36-

Holders

Number

6,500,000
6,000,000
5,000,000
3,250,000
2,400,000
1,820,000
1,650,000
1,600,000
1,600,000

500,000

30,320,000

2,314,000

32,634,000

3 9011 8399 # 407 40

32,634,000

Shares

0]

30,300
351,000
1,272,700
30,880,000

32,634,000

0
0
% Issued Capital

18.81
18.39
18.38
9.96
7.35
5.58
5.06
4.90
4.90
1.53

95.98

7.09

100.00




