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RuralAus Investments Limited

Directors’ Report

Your directors submit their report for the year ended 30 June 2007

Directors

The names and details of the company’s directors in office during the financial year and until the date of this report are as
follows:

Names, qualifications, experience and special responsibilities

George Gear - Chairman

George is an Executive director with Strategic Investments WA Pty Ltd and a director of a number of unlisted public
companies. George is a qualified Financial Planner and was the former assistant Federal Treasurer responsible for the
Australia Taxation Office and National Competition Policy and former Chairman of the Management Investments Association.

George also represented Australia in the World Bank and International Monetary Fund in Washington, the European Bank for
Reconstruction and Development, the Asian Development Bank in Nice and Pacific Forum in Port Moresby.

George has not been a director of any other publicly listed company in the past three years.

lan Peter Olson - CA. B.Com, MAIDC, AIMM - Non executive director

lan is a Chartered Accountant and Registered Company Auditor with more than 18 years experience in the accounting
profession. During this time he spent 3 years working in the UK and USA with two major global investments banks. He is
currently the Managing Partner of PKF Chartered Accountants in Western Australia.

lan has not been a director of any other publicly listed company in the past three years.

Peter Wallace - SF FIN, FAICD, AFAIM - Non executive director

Peter has more than 39 years experience in the banking and investment industry. He was COO for Challenge Bank, held
senior executive positions with Westpac in Western Australia and was Head of Corporate WA with Bell Potter Securities
Limited.

Peter is currently a company director with Katana Capital Limited and Paladio Group Ltd.

Paul Lawrence McKenzie - B.Sc (Agric), B.Com, FAICD, AAAC (Independent) - Non executive director

Paul is the Managing Partner of Agrarian Management, a leading Western Australian agriculture consultancy with offices in
Geraldton, Perth, Katanning and Kojonup. Paul has more than 17 years experience in agribusiness, management and
finance, cost controls and agronomy. He is President of the Australian Association of Agricultural Consultants (WA) Inc and a
Ministerial Appointee to the Dry Seasons Advisory Committee.

Paul’s services to clients include strategic and tactical advice on rural business management, farm cost structure, production
planning, feasibility studies and agronomy and plant nutrition.

Paul is currently also a non-executive director of Gage Roads Brewing Co Ltd.
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RuralAus Investments Limited

Interests in the shares and options of the company and related bodies corporate
As at the date of this report, the interests of the directors, either directly or indirectly, in the shares of RuralAus Investments

Limited were:
George Gear 3,425,000 -
lan Olson 642,957 -
Peter Wallace 3,737,500 -
Paul McKenzie 250,000 -

The directors exercised the options that had previously been reported before the option expiry date of 20 May 2007.
Subsequent to balance sheet date, P Wallace has reduced his shareholding to 700,000 ordinary shares.

Company Secretary
Scott Wallace - CA. B.Com (Company Secretary)

Scott is a Chartered Accountant with more than 13 years in the corporate reconstruction area of several major accounting
firms including KPMG, Ernst & Young and KordaMentha. During this time, Scott spent two years on secondment to a major
Australian bank in their specialised business services division.

Dividends

The directors have resolved not to declare a dividend for the year ended 30 June 2007. No dividends were paid during the
previous year.

Principal Activities
The principal activities during the year of entities within the consolidated entity was the management of forestry based

managed investment projects and the provision of related forestry services and lending for investment in forestry based
managed investment projects. There have been no significant changes in the nature of those activities during the year.
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RuralAus Investments Limited

Corporate Information

Corporate Structure

RuralAus Investments Limited, formerly Australian Growth Limited, is a publicly listed company that is incorporated and
domiciled in Australia. RuralAus Investments Limited has prepared a consolidated financial report incorporating the entities
that it controlled during the financial year, which are outlined in the following illustration of the group’s corporate structure:

RuralAus Investments
Limited

APR Pty Ltd as trustee for
the APR Unit Trust

RuralAus Plantation Australian Growth Finance Australian Growth
Management Pty Ltd Limited Landholdings Limited
Employees

The consolidated entity employed 7 employees as at 30 June 2007 (2006: 5 employees).

Review and Results of Operations

Group overview

Forestry Management

The group operations primarily involve the management of investments in timber plantations. RuralAus Plantation
Management Pty Ltd is the manager of four timber prospectuses, which cover over 5,000 hectares of plantations at
Kangaroo Island in South Australia and Bremer Bay in Western Australia.

Finance
Australian Growth Finance Limited was created to support the marketing of timber investments through the raising and
provision of finance to investors in the promoted projects.

Landholdings

Australian Growth Landholdings Limited (“AGLL”) holds land for the purposes of the timber plantations. AGLL currently has
a land estate of 11,000 hectares, comprising a combined total of 15 titles split between Bremer Bay, WA and Kangaroo
Island, SA.

Performance Indicators

Management and the board monitor the group’s overall performance, from its strategic business plan through to the
performance of the company against operating plans and financial budgets. The board, together with management regularly
review such plans, budgets and comparative results at each monthly board meeting. All directors actively monitor the
groups’ performance.

Annual Report 5



RuralAus Investments Limited
Results of Operations

Forestry Management
Rehabilitation work has continued on the plantations, with the following work having been completed this financial year:

e The fertilising of the remaining plantations on Kangaroo Island.
e The pruning of 200 hectares of trees for future milling at Kangaroo Island.
e Completion of the aerial survey of the plantations including density analysis of the trees. This density analysis
provided invaluable information that was used for the reallocation of woodlots.
e The spraying of weeds and for Autumn Moth at Bremer Bay.
e The installation of vermin proof fencing at Kangaroo Island where there was none previously and general upkeep of
all other fencing.
e General care and maintenance where required.
In addition, 2,483 head of sheep were purchased spread across all plantations as a way of keeping weeds under control.
The purchase of the sheep however, was not from grower lease and management contributions.

All of this work has required the co-operation of growers, who have been continually requested to bring their lease and
management fees up-to-date. Without grower contributions, no work can be completed on the plantations.

In December 2006, the first default letters were sent to growers with outstanding accounts. Those growers that ignored the
letters were sent to Pioneer Credit for debt collection and their woodlots cancelled and returned to the ownership of

Australian Growth Managers Limited. In total, 1,321 woodlots were resumed.

This allowed the Group to transfer to those growers who were paying their accounts, woodlots with trees where in some
instances their allocated woodlots were unplanted or had fully or partially failed. Although not yet approved by the
Responsible Entity, the Group is able to satisfy all woodlot requirements, where as previously, only 78% of the required
woodlots had sufficient trees on them.

As at 30 June 2006, the percentage of growers paying their lease and management fees had risen to approximately 57 %.
As at 30 June 2007, this figure has increased to 80%. However, despite the increase in growers paying their lease and
management accounts, the total overall income has decreased as a result of a decrease in the overall number of woodlots
and participating growers. Income for the 12 months to 30 June 2007 has fallen to $1,316,000 from $1,805,000 for the
same period last year.

Finance

As with the forestry management, the past financial year has seen a period of clean-up and consolidation of the loan
accounts to growers. As had been done with the outstanding lease and management fees, those borrowers that, despite
repeated requests for payment or to make an arrangement for repaying, were issued with default notices and their accounts
send to Pioneer Credit for collection.

Currently, 70% of borrowers loans are being serviced. At the time of sending the default accounts to Pioneer Credit, only

57% of growers loans were being serviced.

Revenue for the twelve months to 30 June 2007 has risen from $1,397,000 in 2006 to $1,795,000. This is an increase of
28%, however, is largely due to the capitalisation of interest i.e. there are significant grower loans that are not being serviced
and hence interest is accumulating on this outstanding balance. This is of concern to the directors and management are

doing all that can be done to recover these outstanding balances.

Landholdings

As outlined in last year’s annual report, the Group had identified surplus land and was exploring a number of options for this
land. In March 2007, four properties, comprising 2,815 hectares on Kangaroo Island were sold for $3,835,000. These
properties were surplus to the needs of the Group.
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RuralAus Investments Limited

As mentioned above, growers with up-to-date accounts that may have had woodlots on those properties, have been
reallocated new woodlots on the remaining properties. This reallocation is subject to the approval of the Responsible Entity.

Overall the key performance indicators for the group can be summarised as follows:

2006 % Change from Previous
$’000 Period

Revenue from ordinary activities 3,151 3,202 Decrease of 1.5%

Net Profit/(Loss) attributable to (732) 10,329 N/A

members for the period

Significant Changes in the State of Affairs
In addition to the above work on the plantations and outstanding loans, there has been activity on the corporate side of the
group.

During the year, following the approval of shareholders at the last Annual General Meeting, the group commenced an on-
market share buy-back. A total of 5,299,329 shares were purchased at a cost of $1,177,207. In addition to those shares,
1,000,000 shares at a cost of $185,000 were purchased directly from the former Administrators of the Group. A further buy-
back of shares was approved by shareholders at an Extraordinary General Meeting of the Group held on 28 June 2007,
however, this buy-back only commenced after year-end.

An investment in Gage Roads Brewery (“GRB”) was also made during the year. This investment is viewed as a medium to
long-term investment by the directors. The initial investment was $1,010,000 comprising 2,525,000 shares in GRB. This
was written down to $517,625 due to a fall in the share price from $0.40 per share on purchase to $0.215 per share as at
30 June 2007.

The group has continued to source other business opportunities, however, after more thorough investigation of two such
investments, they did not meet the group’s investment criteria and therefore were not pursued further.

Significant Events After the Balance Date

Since balance sheet date, the Group commenced a further on-market share buy-back. A total of 4,896,195 shares have
been purchased at a cost of $1,112,407. In the absence of a suitable acquisition, the directors are of the opinion that
currently this represents the best available option for shareholders for surplus funds.

Likely Developments and Expected Results
The company will continue to pursue its principal activities seeking to generate a surplus. It is not expected that the results
in future years will be adversely affected by continuation of these operations.

Environmental Regulation and Performance

The company’s operations are subject to environmental regulations pursuant to the conditions of tree farm planning
permissions and the requirements of planning and regulatory approvals of local government councils. To the best of the
directors knowledge, the company has complied with all environmental regulations relating to its activities during the year.

Indemnification and Insurance of Directors and Officers

During the financial period a controlled entity, on behalf of the group, paid insurance premiums in respect of directors and
officers liability insurance against liability, except wilful breach of duty, of a nature that is required to be disclosed under
section 300(8) of the Corporations Act 2001. In accordance with the insurance policy, further details of the nature of the
liabilities insured against and the amount of the premium are prohibited from being disclosed.
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RuralAus Investments Limited

Remuneration Report

This Remuneration Report outlines the director and executive remuneration arrangements of the company and the group in
accordance with the requirements of the Corporations Act 2001 and its Regulations. It also provides the remuneration
disclosures required by paragraphs Aus 25.4 to Aus 25.7.2 of AASB 124 Related Party Disclosures, which have been
transferred to the Remuneration Report in accordance with Corporations Regulation 2M.6.04. For the purposes of this
report Key Management Personnel (“KMP”) of the group are defined as those persons having authority and responsibility for
planning, directing and controlling the major activities of the company and the group, directly or indirectly, including any
director (whether executive or otherwise) of the parent company, and includes the two executives in the parent and the
group receiving the highest remuneration.

Remuneration committee
The Remuneration Committee of the Board of Directors of the Company is responsible for determining and reviewing
remuneration arrangements for the board and executives.

The Remuneration Committee assesses the appropriateness of the nature and amount of remuneration of the executives on
a periodic basis by reference to relevant employment market conditions with the overall objective of ensuring maximum
stakeholder benefit from the retention of a high quality, high performing board and executive team.

Remuneration philosophy and structure

The company has structured remuneration packages for its executives and directors in order to attract and retain people
with the necessary qualifications, skills and experience to assist the company in achieving its desired results.

Remuneration is reviewed on an annual basis, taking into consideration both qualitative and quantitative performance
indicators, with reference to industry benchmarks.

Overall performance of the board and the two executives of the company are considered against:

o Timely production of company accounts and records;

e Management of the portfolio of loans against acceptable write off and performance standards
¢ Maintenance/improvement of the NTA of the company;

e Control of costs;

e Investor relations;

e Assessment of new opportunities; and

e Employee performance.

Remuneration is recommended by the Audit Committee to the board and is set at around the mid point for professional
personnel as measured by knowledge of the members of the Audit Committee and augmented by reference to reports
produced by professional Human Resources consultants.

Non-executive director remuneration

Objective
The board seeks to set aggregate remuneration at a level that provides the company with the ability to attract and retain
directors of the highest calibre, whilst incurring a cost that is acceptable to shareholders.

Structure

The total amount paid to non-executive directors is determined by the board from time to time for presentation to and
resolution by shareholders at the Annual General Meeting. The current maximum aggregate remuneration paid to non-
executive directors is fixed at $250,000 pa.

The non-executive directors are paid a set amount per year. They are not eligible for any additional payments, other than
reimbursement of expenses incurred on behalf of the Group. No director is employed under contract.
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RuralAus Investments Limited

Details of the nature and amount of remuneration of each non-executive director of the company and the consolidated entity
for the financial year are as follows:

2006
Post
Short-term Post Employment Short-term Employment
Salary & Share Based
Fees Super Payment Salary & Fees Super
$ $
George Gear 68,333 - - 68,333 50,000 - 50,000
lan Olson 48,833 - - 48,833 36,032 - 36,032
Peter Wallace 44,801 3,344 - 48,145 33,057 2,975 36,032
Paul 45,833 - 53,750 99,583 39,032 39,032
McKenzie

207,800 3,344 53,750 264,894 158,121 2,975 161,096

No options were granted as part of remuneration during the year.

During the financial year, Mr Paul McKenzie was granted 250,000 shares in RuralAus Investments Limited. The granting of
these shares was approved by shareholders at the Annual General Meeting of the company held in November 2006. When
the company was restructured in 2005, the other directors received options in recognition of the amount of work that had
been expended to re-float the company. At that time, Mr McKenzie did not receive any options.

However, Mr McKenzie’s advice and experience has been over and above his duties as a non-executive director of the
company and he has been invaluable in ensuring the success of the Group. Accordingly, the directors saw fit to recommend
to shareholders that Mr McKenzie receive 250,000 shares in RuralAus Investments Limited as a reflection of this
contribution.

The shares were issued to Mr McKenzie on 15 December 2006.
Executive remuneration

Objective
The company aims to rewards executives with a level and mix of remuneration commensurate with their position and

responsibilities within the company so as to:

e Reward executives for company, business unit and individual performance against targets set by reference to
appropriate benchmarks;

o Align the interest of executives with those of shareholders; and

e Ensure total remuneration is competitive by market standards.

Structure

Executives are employed under normal statutory contractual employment terms. Termination payments are paid as per
statutory termination arrangements. There are no termination contracts in place with any of the executives. No part of the
remuneration is performance based. The total amount paid to executives is determined by the board on an annual basis as
part of the annual performance reviews of executives conducted by the board and is at the board’s ultimate discretion.
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RuralAus Investments Limited

The following people are executives of the company and the consolidated entity receiving the highest remuneration for the

financial year:

2007 2006
Post Post
Short-term Employment Short-term Employment
Salary & Cash Salary & Cash
Fees Bonus Super Total Fees Bonus Super
$ $ $ $ $ $ $
Peter Kinnear 132,120 30,000 14,523 176,643 112,283 18,000 10,098 140,381
Scott Wallace 120,775 20,000 12,638 153,413 104,471 16,500 9,257 130,228
252,895 50,000 27,161 330,056 216,754 34,500 19,355 270,609

The cash bonuses for the 2005/06 financial year listed above were paid in July 2006 and the cash bonuses for the 2006/07
financial year were paid in July 2007. These cash bonuses were paid in recognition of the contribution that both Mr Kinnear
and Mr Wallace had made during each year.

No options were granted as part of remuneration during the year.
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RuralAus Investments Limited

Share Options

As at the date of this report, there were no options issued, all options previous issued having expired on 20 May 2007.

Directors’ Meetings

The numbers of meetings of directors held during the year and the number of meetings attended by each director were as

follows:
Directors Meetings Audit Remuneration

Number of meetings held 10 2 2
Number of meetings

attended

George Gear 9 - -

lan Olson 10 2 2

Peter Wallace 10 2 2

Paul McKenzie 9 - -

Committee membership
As at the date of this report, the company had an Audit and Compliance Committee and a Remuneration Committee of the
Board of Directors.

Members acting on the committees of the board during the year were:

Audit Committee Remuneration Committee

lan Olson lan Olson
Peter Wallace Peter Wallace
Rounding

The amounts contained in this report and in the financial report have been rounded to the nearest $1,000 (where rounding is
applicable) under the option available to the company under ASIC Class Order 98/0100. The company is an entity to which

the Class Order applies.

Auditor Independence and Non-Audit Services

The directors have received the auditors’ independence declaration which is included on page 15 of this report.
No director of the group is currently or was formerly a partner of Ernst & Young.

Non-Audit Services
The entity’s auditors, Ernst & Young, did not provide any services other than audit services during the year. See Note 27 in
the Notes to the Financial Statements for details of audit services provided during the year.

Signed in accordance with a resolution of the directors.

Director
Dated this 26th day of September 2007
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RuralAus Investments Limited
Corporate Governance Statement

The Board of Directors of the company is responsible for the corporate governance of the consolidated entity. The board
guides and monitors the business and affairs of the company on behalf of the shareholders by whom they are elected and to

whom they are accountable.

The board has used its best endeavours to follow the best practice recommendations set out by the Australian Stock
Exchange’s Corporate Governance Council. Departures from those guidelines are outlined below.

Board composition and membership
The board comprises four non-executive directors, being George Gear, lan Olson, Peter Wallace and Paul McKenzie. See

the directors report for details of their experience and qualifications.

The full board is responsible for establishing criteria for board membership, reviewing board membership and identifying and
nominating directors. Board membership is reviewed annually to ensure the board has an appropriate mix of qualifications,

skills and experience. External advisors may be used to assist in this process.

The terms and conditions of appointment and retirement of non-executive directors are set out in a letter of appointment that
includes:

e the term of appointment

o the determination of remuneration

o the expectation of the board in relation to attendance at and preparation for board meetings
e procedures for dealing with conflicts of interest.

In view of the size of the parent entity, the directors have considered that establishing a committee for board remuneration
levels would contribute little to its effective management and accordingly the review of remuneration levels of directors and
senior executives are assessed on the appropriateness of the nature and amount of emoluments on a periodic basis by
reference to relevant employment market conditions.

Officers and executives are given the opportunity to receive their emoluments in a variety of forms including cash and fringe
benefits such as motor vehicles. It is intended that the manner of payment chosen will be optimal for the recipient without
creating undue cost for the consolidated entity. See the Remuneration Report in the attached Directors’ Report for details of
remuneration policies.

The overall objective is to ensure maximum shareholder benefit from the retention of a quality board and executive team.

Audit and Compliance Committee
The board has established an Audit and Compliance committee, which comprises two non-executive directors. From time

to time the company's senior management and the company's auditors, may be invited to attend meetings of the
committee. The current members of the committee are:

¢ lan Olson (Chairman)
o Peter Wallace
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The number of meetings held during the year and the number of meetings attended by each director were as follows:

Number of Meetings Number of Meetings

Attended held during the Year
lan Olson 2 2
Peter Wallace 2 2

The responsibilities of the Audit and Compliance committee are contained within its charter and include:

e Assessment and monitoring of internal control adequacy.

e Monitoring the activities and effectiveness of the internal audit function.

o Overseeing and monitoring integrity of financial reporting.

e Review draft annual and half-yearly financial statements with management and external auditors and make
recommendations to the full board.

e Review and monitor the company's compliance with law and ASX Listing Rules.

¢ Review performance against the company's Code of Conduct.

e Report regularly to the board on its activities and findings.

o Other responsibilities as required by the board or considered appropriate.

Performance

Due to the short period of time that the group has been out of voluntary administration, no review of the board’s
performance has yet been conducted.

Independent professional advice

In fulfilling their duties, the directors may obtain independent professional advice at the company’s expense.

Identifying and managing business risks

The board regularly monitors the operational and financial performance of each of the companies activities. The board also
reviews and receives advice on areas of operational and financial risks. Appropriate risk management strategies are
developed to mitigate all identified risks to the business.

Ethical standards
The board acknowledges the importance of ethical behaviour from the company’s directors, management and employees.

The board’s policy is for the directors, management and employees to conduct themselves with the highest ethical
standards and the best practices of corporate governance.

Remuneration

It is the company’s objective to provide maximum stakeholder benefit from the retention of a high quality board and
executive team by remunerating directors and key executives fairly and appropriately with reference to relevant employment
market conditions. The expected outcomes of the remuneration structure are;

e Retention and motivation of key executives;
o Attraction of high quality management to the company; and
e Performance incentives that allow executives to share in the success of RuralAus Investments Limited.

For a full discussion of the company’s remuneration philosophy and framework and the remuneration received by directors

and executives in the current period please refer to the Remuneration Report, which is contained within the Directors’
Report.
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Auditor Independence Declaration

iIIERNST& YOUNG & The Ernst & Young Building mTel 61894292222

11 Mounts Bay Road Fax 61 8 9429 2436
Perth- WA 6000
Australia

GPO Box M939
Perth WA 6843

Auditor’s Independence Declaration to the Directors of RuralAus Investments Limited
In relation to our audit of the financial report of RuralAus Investments Limited for the year ended
30 June 2007, to the best of my knowledge and belief, there have been no contraventions of the

auditor independence requirements of the Corporations Act 2001 or any applicable code of
professional conduct.

T & 5""”‘3
Ernst & Young

Sl \ S |

T G Dachs
Partner

26 September 2007

Liability limited by a scheme approved under

TD:MJ:RURALAUS:011 Professional Standards Legislation.
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RuralAus Investments Limited

ncome Statement
for the year ended 30 June 2007

Notes Consolidated Parent

2007 2006 2007 2006
$°000 $°000 $°000 $’000

Continuing Operations

Revenue
Interest from loans to Growers 1,795 1,397 - -
Lease and management fees 1,156 1,635 - -
Rent 12 13 - -
Other woodlots 68 38 - -
Agistment 12 37 - -
Gravel and lime sales 18 82 - -
Bank interest 90 - 40 -
Total Revenue 3,151 3,202 40 0
Gain/(loss) on restructure 5a - 11,559 - -
Other income 5b 807 234 55 29
Forestry expenses (696) (1,189) - -
Marketing expenses (10) (90) - (65)
Administrative expenses (464) (424) (73) (122)
Occupancy expenses (34) (39) - -
Other expenses 5¢ (2,663) (1,579) (905) (255)
Finance costs 5d (241) (333) - -
Employee expenses 5e (575) (388) - -
Profit/(loss) before income tax benefit/(expense) (725) 10,953 (883) (413)
Income tax benefit/(expense) 6 7) (624) 117 2,641
Profit/(loss) attributable to members of the (732) 10,329 (766) 2,228
parent

Consolidated 2007 Consolidated 2006
Basic earnings/(loss) per share 7 (1.41) cents 19.44 cents
Diluted earnings/(loss) per share 7 (1.41) cents 16.69 cents

The above Income Statement should be read in conjunction with the accompanying notes.
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RuralAus Investments Limited

Balance Sheet
as at 30 June 2007

Consolidated Parent

2007 2006
$000 $000

ASSETS

Current Assets

Cash and cash equivalents 8 4,729 3,020 1,659 1,124
Trade and other receivables 9 5,766 5,899 4,552 5,859
Other current assets 10 303 401 - -
Total Current Assets 10,798 9,320 6,211 6,983

Non-current Assets

Trade and other receivables 11 4,429 6,081 - -
Biological assets 12 40 - - -
Investment in subsidiaries 13 - - 709 709
Plant and equipment 14 181 191 - -
Available-for-sale investments 15 517 - 517 -
Investment properties 16 9,937 13,038 - -
Deferred tax asset 6 - - 3 3
Total Non-current Assets 15,104 19,310 1,229 712
TOTAL ASSETS 25,902 28,630 7,440 7,695
LIABILITIES

Current Liabilities

Trade and other payables 17 1,412 2,030 38 49
Current tax liabilities 18 1,113 57 986 15
Provisions 19 40 29 - -
Interest-bearing liabilities 20 - 1,024 - -
Total Current Liabilities 2,565 3,140 1,024 64

Non-current Liabilities

Deferred tax liabilities 6 939 1,911 - -
Interest-bearing liabilities 20 2,500 2,500 - -
Total Non-current Liabilities 3,439 4,411 0 0
TOTAL LIABILITIES 6,004 7,551 1,024 64
NET ASSETS 19,898 21,079 6,416 7,631
EQUITY

Contributed equity 9,682 10,131 9,682 10,131
Retained earning/(accumulated losses) 10,217 10,948 -3,266 -2,500
TOTAL EQUITY 19,899 21,079 6,416 7,631

The above Balance Sheet should be read in conjunction with the accompanying notes.
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RuralAus Investments Limited

Cash Flow Statement

for the year ended 30 June 2007

Cash flows from operating activities

Receipts from customers

Payments to suppliers and employees

Interest received

Borrowing costs paid

Income tax paid

Net cash flows (used in)/from operating activities
Cash flows from investing activities

Purchase of property, plant and equipment

Proceeds from sale of investment properties
Purchase of available-for-sale investment

Proceeds from sale of property, plant and equipment
Net cash flows from/(used in) investing activities
Cash flows from financing activities

Repayment of investor loans

Repayment of borrowings

Proceeds from issue of shares on exercise of options
Payment for shares in buy-back

Share issue expenses

Net cash flows (used in)/from financing activities

Net increase in cash

Cash and cash equivalents at the beginning of the
year

Cash and cash equivalents at the end of the year

Notes

2007
$000

Consolidated

2006
$°000

Parent

2007
$000

2006
$'000

The above Cash Flow Statement should be read in conjunction with the accompanying notes.
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RuralAus Investments Limited

Statement of Changes in Equity

for the year ended 30 June 2007

Retained Earnings/

(Accumulated

Losses)
CONSOLIDATED $°000
At 1 July 2005 6,461 619 7,080
Profit/(loss) for the period and total income/(expense) for the period - 10,329 10,329
Issue of share capital 3,750 - 3,750
Costs of share issue (106) - (106)
Exercise of options 26 - 26
At 30 June 2006 10,131 10,948 21,079
Profit/(loss) for the period and total income/(expense) for the period - (732) (732)
Issue of share capital 53 - 53
Cancelled pursuant to buy-back (1,362) - (1,362)
Costs of share issue ) - @
Exercise of options 862 - 862
At 30 June 2007 9,682 10,216 19,898

Retained Earnings/

Issued (Accumulated
Capital Losses)
PARENT $°000 $°000
At 1 July 2005 6,461 (4,728) 1,733
Profit/(loss) for the period and total income/(expense) for the period - 2,228 2,228
Issue of share capital 3,750 - 3,750
Costs of share issue (106) - (106)
Exercise of options 26 - 26
At 30 June 2006 10,131 (2,500) 7,631
Profit/(loss) for the period and total income/(expense) for the period - (766) (766)
Issue of share capital 53 - 53
Cancelled pursuant to buy-back (1,362) - (1,362)
Costs of share issue ) - 2
Exercise of options 862 - 862
At 30 June 2007 9,682 (3,266) 6,416
The above Statement of Changes in Equity should be read in conjunction with the accompanying notes.
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RuralAus Investments Limited

Notes to the Financial Statements
for the year ended 30 June 2007

1.

Corporate Information

The financial report of RuralAus Investments Limited for the year ended 30 June 2007 was authorised for issue in
accordance with a resolution of the directors on 26 September 2007 .

RuralAus Investments Limited is a company limited by shares incorporated in Australia whose shares are publicly traded on

the Australian Stock Exchange.

The nature of the operations and principal activities of the Group are described in the Directors’ Report.

2.

(a)

Basis of preparation

Summary of Significant Accounting Policies

The financial report is a general-purpose financial report, which has been prepared in accordance with the requirements of
the Corporations Act 2001 and Australian Accounting Standards. The financial report has been prepared on a historical cost

basis, except for investment properties that have been measured at fair value.

The financial report is presented in Australian dollars and all values are rounded to the nearest thousand dollars ($'000)
unless otherwise stated under the option available to the company under ASIC Class Order 98/100. The company is an

entity to which the class order applies.

(b)

Statement of compliance

Australian Accounting Standards and Interpretations that have recently been issued or amended but are not yet effective
have not been adopted by the Group for the annual reporting period ending 30 June 2007. These are outlined in the table

below.

Reference

AASB Amendments to Australian

2005-10 Accounting Standards
[AASB 132, AASB 101,
AASB 114, AASB 117,
AASB 133, AASB 139,
AASB 1, AASB 4, AASB
1023 & AASB 1038]

AASB Amendments to Australian

2007-1 Accounting Standards
arising from AASB
Interpretation 11 [AASB 2]

AASB Amendments to Australian

2007-2 Accounting Standards

arising from AASB
Interpretation 12 [AASB 1,
AASB 117, AASB 118,
AASB 120, AASB 121,
AASB 127, AASB 131 &
AASB 139]

Annual Report

Application
date of

Summary standard
Amendments arise from the 1 January
release in August 2005 of 2007
AASB 7 Financial
Instruments: Disclosures.
Amending standard issued 1 March
as a consequence of AASB 2007
Interpretation 11 Group and
Treasury Share Transac-
tions.
Amending standard issued 1 January
as a consequence of AASB 2007

Interpretation 12 Service
Concession
Arrangements.

Impact on Group financial report

AASB 7 is a disclosure standard so
will have no direct impact on the
amounts included in the Group’s fi-
nancial statements. However, the
amendments will result in changes to
the financial instrument disclosures
included in the Group’s financial
report.

This is consistent with the Group's
existing accounting policies for share-
based payments so will have no
impact.

As the Group currently has no service
concession arrangements or public-
private-partnerships (PPP), it is
expected that this Interpretation will
have no impact on its financial report.

Application
date for
Group *

1 July 2007

1 July 2007

1 July 2007
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Reference

AASB
2007-3

Amendments to Australian
Accounting Standards

Application
date of
standard

Amending standard issued
as a consequence of AASB

1 January
2009

arising from AASB 8 [AASB 8 Operating

5, AASB, AASB 6, AASB
102, AASB 107, AASB
119, AASB 127, AASB
134, AASB 136, AASB
1023 & AASB 1038]

AASB 7 Financial Instruments:

Disclosures

AASB 8 Operating Segments

AASB
Interpretation
10

Interim Financial Reporting
and Impairment

AASB Group and Treasury Share
Interpretation Transactions
11

AASB Service Concession
Interpretation Arrangements
12

IFRIC
Interpretation
13

Customer Loyalty
Programmes

IFRIC IAS 19 - The Asset Ceiling:

Interpretation Availability of Economic

14 Benefits and Minimum
Funding Requirements

Segments.

New standard replacing
disclosure requirements of
AASB 132.

1 January
2007

This new standard will
replace AASB 114
Segment Reporting and
adopts a management
approach to segment
reporting.

Addresses an inconsis-
tency between AASB 134
Interim Financial Reporting
and the impairment re-
quirements relating to
goodwill in AASB 136 Im-
pairment of Assets and
equity instruments classi-
fied as available for sale in
AASB 139 Financial In-
struments: Recognition and
Measurement.

Specifies that a share-
based payment transaction
in which an entity receives
services as consideration
for its own equity
instruments shall be
accounted for as equity-
settled.

Clarifies how operators
recognise the infrastructure
as a financial asset and/or
an intangible asset — not as
property, plant and equip-
ment.

Deals with the accounting
for customer loyalty
programmes, which are
used by companies to
provide incentives to their
customers to buy their
products or use their
services.

Aims to clarify how to
determine in normal
circumstances the limit on
the asset that an employ’s
balance sheet may contain
in respect of its defined
benefit pension plan.

1 January
2009

1 November
2006

1 March
2007

1 January
2007

1 July 2008

1 January
2008

*designates the beginning of the applicable annual reporting period
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Application
date for

Impact on Group financial report

Group *

AASB 8 is a disclosure standard so 1 July 2009
will have no direct impact on the

amounts included in the Groups

financial statements. However the

new standard is expected to have an

impact on the Group’s segment

disclosures as segment information

based on management reports are

more detailed than those currently

reported under AASB 114.

Refer to AASB 2005-10 above. 1 July 2007

Refer to AASB 2007-3 above. 1 July 2009

The prohibitions on reversing
impairment losses in AASB 136 and
AASB 139 to take precedence over
the more general statement in AASB
134 is not expected to have any
impact on the Group’s financial
report.

1 July 2007

Refer to AASB 2007-1 above. 1 July 2007

Refer to AASB 2007-2 above. 1 July 2007

The Group does not have any
customer loyalty programmes and as
such this interpretation is not
expected to have any impact on the
Group’s financial report.

1 July 2008

The Group does not have a defined
benefit pension plan and as such this
interpretation is not expected to have
any impact on the Group’s financial
report.

1 July 2008
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RuralAus Investments Limited

The financial report complies with Australian Accounting Standards, which include Australian equivalents to International
Financial Reporting Standards (AIFRS). The financial report also complies with International Financial Reporting Standards
(IFRS).

(c) Basis of consolidation
The consolidated financial statements comprise the financial statements of RuralAus Investments Limited and its subsidiaries
as at 30 June each year (“the Group”).

Subsidiaries are all those entities (including special purpose entities) over which the Group has the power to govern the
financial and operating policies so as to obtain benefits from their activities. The existence and effect of potential voting
rights that are currently exercisable or convertible are considered when assessing whether a group controls another entity.

The financial statements of subsidiaries are prepared for the same reporting period as the parent company, using consistent

accounting policies.

In preparing the consolidated financials statements, all intercompany balances and transactions, income and expenses and
profit and losses resulting from intra-group transactions have been eliminated in full.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group and cease to be consolidated
from the date on which control is transferred out of the Group.

The acquisition of subsidiaries is accounted for using the purchase method of accounting. The purchase method of
accounting involves allocating the cost of the business combination to the fair value of the assets acquired and the liabilities
and contingent liabilities assumed at the date of acquisition.

Minority interests not held by the Group are allocated their share of net profit after tax in the income statement and are
presented within equity in the consolidated balance sheet, separately from parent shareholders’ equity.

(d) Segment reporting

A business segment is a distinguishable component of the entity that is engaged in providing products or services that are
subject to risks and returns that are different to those of other business segments. A geographical segment is a
distinguishable component of the entity that is engaged in providing products or services within a particular economic
environment and is subject to risks and returns that are different than those of segments operating in other economic
environments.

(e) 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 that are readily convertible to known amounts of cash and which are subject to an
insignificant risk of changes in value.

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.

(f) Trade and other receivables

For loans to growers see | (jii) below

Trade receivables, which generally have 30-90 day terms, are recognised initially at fair value and subsequently measured at
amortised costs using the effective interest method, less an allowance for any uncollectible amounts.

Collectibility of trade receivables is reviewed on an ongoing basis. Debts that are known to be uncollectible are written off

when identified. An allowance for doubtful debts is raised when there is objective evidence that the group will not be able to
collect the debt.
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(g) Biological assets (Livestock)
Livestock are used on the properties for weed control and are valued at fair value less costs to sell at each reporting date.
The fair value is determined based on the market prices.

(h) Investments and other financial assets

Financial assets in the scope of AASB 139 Financial Instruments: Recognition and Measurement are classified as either
financial assets at fair value through profit or loss, loans and receivables, held-to-maturity investments, or available-for-sale
financial assets. When financial assets are recognised initially, they are measured at fair value, plus, in the case of investment
not at fair value through profit or loss, directly attributable transaction costs. The Group determines the classification of its
financial assets after initial recognition and, when allowed and appropriate, re-evaluates this designation at each financial
year-end.

All regular way purchases and sales of financial assets are recognised on the trade date i.e. the date that the Group commits
to purchase the asset. Regular way purchases or sales are purchases or sales of financial assets under contracts that
require delivery of the assets within the period established generally by regulation or convention in the market place.

(i) Financial assets at fair value through profit or loss

Financial assets classified as held for trading are included in the category “financial assets at fair value through profit or loss”.
Financial assets are classified as held for trading if they are acquired for the purpose of selling in the near term with the
intention of making a profit. Derivatives are also classified as held for trading unless they are designated as effective hedging
instruments. Gains or losses on investments held for trading are recognised in profit or loss.

(i) Held-to maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed maturity are classified as held-to-maturity
when the Group has the positive intention and ability to hold to maturity. Investments intended to be held for an undefined
period are not included in this classification. Investments that are intended to be held-to-maturity, such as bonds are
subsequently measured at amortised cost. This cost is computed as the amount initially recognised minus principal
repayments, plus or minus the cumulative amortisation using the effective interest method of any difference between the
initially recognised amount and the maturity amount. This calculation includes all fees and points paid or received between
parties to the contract that are an integral part of the effective interest rate, transaction costs and all other premiums and
discounts. For investments carried at amortised costs, gains and losses are recognised in profit or loss when the
investments are derecognised or impaired, as well as through the amortisation process.

(iii) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. Such assets are carried at amortised cost using the effective interest method. Gains or losses are
recognised in profit or loss when the loans and receivables are derecognised or impaired, as well as through the amortisation
process.

Provision is made for impaired loans and receivables when there is a reasonable doubt whether the principal amount of the
loan can be collected in accordance with the terms of the loan agreement.

The Group provides for impaired loans as follows:

o Specifically impaired assets — The Group raises specific provisions for losses that may be incurred for loans that are
known to be impaired based on the difference between the carrying amount and the present value of future
principal and interest repayments as well as expected recoveries.

o Collectively impaired assets — Loans that are known to be specifically impaired are grouped together according to
their characteristics and are assessed for impairment. Provision is based on prior historical evidence and other
factors that may indicate whether an impairment loss may have been incurred.
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(iv) Available-for-sale investments

Available-for-sale investments are those non-derivative financial assets that are designated as available-for-sale or are not
classified as any of the three preceding categories. After initial recognition available-for-sale investments are measured at fair
value with gains or losses being recognised as a separate component of equity until the investment is derecognised or until
the investment is determined to be impaired, at which time the cumulative gain or loss previously reported in equity is
recognised in profit or loss.

The fair values of investments that are actively traded in organised financial markets are determined by reference to quoted
market bid prices at the close of business on the balance sheet date. For investments with no active market, fair values are
determined using valuation techniques. Such techniques include: using recent arm’s length market transactions; reference
to the current market value of another instrument that is substantially the same; discounted cash flow analysis and option
pricing models making as much use of available and supportable market date as possible and keeping judgemental inputs
to a minimum.

(i) Plant and equipment

Plant and equipment is stated at historical cost less accumulated depreciation and any accumulated impairment losses.
Such cost includes the cost of replacing parts that are eligible for capitalisation when the cost of replacing the parts is
incurred. All other repairs and maintenance are recognised in profit or loss as incurred.

Depreciation is calculated on a straight-line basis over the estimated useful life of the asset as follows:

Strai .
Plant and equipment 6-33%
Mobile plant and vehicles 20%

The assets’ residual values, useful lives and amortisation methods are reviewed, and adjusted if appropriate, at each financial
year end.

Disposal
An item of plant and equipment is derecognised upon disposal or when no further future economic benefits are expected
from its use or disposal.

(i) Investment properties

Investment properties are initially measured at cost, including transaction costs. The carrying amount includes the cost of
replacing part of an existing investment property at the time that cost is incurred if the recognition criteria are met, and
excludes the costs of day-to-day servicing of an investment property. Subsequent to initial recognition, investment
properties are stated at fair value, which reflects market conditions at the balance sheet date. Gains or losses arising from
changes in the fair values of investment properties are included in the profit and loss in the year in which they arise.

Investment properties are derecognised either when they have either been disposed of or when the investment property is
permanently withdrawn from use and no future economic benefit is expected from its disposal. Any gains or losses on the
retirement or disposal of an investment property are recognised in the profit and loss in the year of retirement or disposal.

Transfers are made to investment property when, and only when, there is a change in use, evidenced by ending of owner-
occupation, commencement of an operating lease to another party or ending of construction or development. Transfers are
made from an investment property when, and only when, there is a change in use, evidenced by commencement of owner-
occupation or commencement of development with a view to sale.

For a transfer from investment property to owner-occupied property or inventories, the deemed cost of property for
subsequent accounting is its fair value at the date of change in use. If the property occupied by the Group as an owner-
occupied property becomes an investment property, the Group accounts for such property in accordance with the policy
stated under Property, plant and equipment up to the date of change in use. For a transfer from inventories to investment
property, any difference between the fair value of the property at that date and its previous carrying amount is recognised in
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profit or loss. When the Group completes the construction or development of a self-constructed investment property, any
difference between the fair value of the property at that date and its previous carrying amount is recognised in profit or loss.

(k) Impairment of non-financial assets

Other assets are tested for impairment whenever events or changes in circumstances indicate that the carrying amount may
not be recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its
recoverable amount. Recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. For the
purposes of assessing impairment, assets are grouped at the lowest levels of which there are separately identifiable cash
inflows that are largely independent of the cash inflows from other assets or groups of assets (cash-generating units). Non-
financial assets that suffered an impairment are tested for possible reversal of the impairment whenever events or changes in
circumstances indicate that the impairment may have reversed.

() Trade and other payables

Trade payables and other payables are carried at amortised cost. They represent liabilities for goods and services provided
to the Group prior to the end of the financial year that are unpaid and arise when the Group becomes obliged to make future
payments in respect of the purchase of these goods and services. The amounts are unsecured and are usually paid within
30 days of recognition.

(m) 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 borrowing.

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost using the
effective interest method. Fees paid on the establishment of loan facilities that are yield related are included as part of the
carrying amount of the loans and borrowings.

Borrowings are classified as current liabilities unless the group has an unconditional right to defer settlement of the liability for
at least 12 months after the balance sheet date.

Borrowing costs
Borrowing costs are recognised as an expense when incurred.

(n) Provisions and employee leave benefits

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

When the Group expects some or all of a provision to be reimbursed, for example under an insurance contract, the
reimbursement is recognised as a separate asset but only when the reimbursement is virtually certain. The expense relating

to any provision is presented in the income statement net of any reimbursement.

Provisions are measured at the present value of management’s best estimate of the expenditure required to settle the
present obligation at the balance sheet date. If the effect of the time value of money is material, provisions are discounted
using a current pre-tax rate that reflects the time value of money and, where appropriate, the risks specific to the liability.
The increase in the provision resulting from the passage of time is recognised in finance costs.

Employee Leave Benefits

Liabilities for wages and salaries, including non-monetary benefits, annual leave and accumulating sick leave expected to be
settled within 12 months of the reporting date are recognised in respect of employees’ services up to the reporting date.
They are measured at the amounts expected to be paid when the liabilities are settled. Liabilities for non-accumulating sick
leave are recognised when the leave is taken and are measured that the rates paid or payable.
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(o) Contributed equity
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or options are
shown in equity as a deduction, net of tax, from the proceeds.

(p) Revenue recognition

Revenue is recognised and measured at the fair value of the consideration received or receivable to the extent it is probable
that the economic benefits will flow to the Group and the revenue can be reliably measured. The following specific
recognition criteria must also be met before revenue is recognised.

Rendering of services/Unearned income

This represents lease and management fees that are invoiced annually in advance in June each year. This income is brought
to account on a monthly basis. Lease and management fees are brought to account based on the amount of work that has
been completed on the plantations. i.e. as and when service is rendered.

Interest

Revenue is recognised as the interest accrues (using the effective interest method, which is the rate that exactly discounts
estimated future cash receipts through the expected life of the financial instrument) to the net carrying amount of the financial
asset.

Leasing fees
Leasing fees are recognised as they accrue under the relevant lease agreement.

Rent
Rent is recognised as it accrues under the relevant rental agreement.

Agistment
Agistment is recognised as it accrues under the relevant agistment agreement. Agistment is payment for a third party’s

livestock to graze on the Group’s properties.

(90 Income tax

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered from
or paid to the taxation authorities based on the current period’s taxable income. The tax rates and tax laws used to
compute the amount are those that are enacted or substantively enacted by the balance sheet date.

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

Deferred income tax liabilities are recognised for all taxable temporary differences except:

e when the deferred income tax liability arises from the initial recognition of an asset or liability 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; or

e when the taxable temporary difference associated with investments in subsidiaries, associates or interests in joint
ventures, and the timing of the reversal of the temporary difference can be controlled and it is probable that the
temporary differences will not reverse in the foreseeable future.

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward of unused tax credits and
unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible temporary
differences and the carry-forward of unused tax assets and unused tax losses can be utilised except:

e when the deferred income tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability 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; or
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¢ when the deductible temporary differences associated with investments in subsidiaries, associates or interests in
joint ventures, in which case a deferred tax asset is only recognised to the extent that it is probable that the
temporary difference will reverse in the foreseeable future and taxable profit will be available against which the
temporary difference can be utilised.

The carrying 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 allow all or part of the deferred income tax asset to be
utilised.

Unrecognised deferred income tax assets are reassessed at each balance sheet date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to allow all or part 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
asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted
at the balance sheet date.

Income taxes relating to items recognised directly in equity are recognised in equity and not in profit or loss.

Deferred tax assets and deferred tax liabilities are offset only if a legally enforceable right exists to set off current tax assets
against current tax liabilities and the deferred tax assets are liabilities relate to the same taxable entity and the same taxation
authority.

Tax consolidation legislation
RuralAus Investments Limited and its wholly-owned Australian controlled entities have implemented the tax consolidation
legislation as of 1 July 2004.

The head entity, RuralAus Investments Limited and the controlled entities in the tax consolidation group continue to account
for their own current and deferred tax amounts. The Group has applied the group allocation approach in determining the

appropriate amount of current taxes and deferred taxes to allocate to members of the tax consolidate group.

In addition to its own current and deferred tax amounts, RuralAus Investments Limited also recognises the current tax
liabilities (or assets) and the deferred tax assets arising from unused tax losses and tax credits assumed from controlled
entities in the tax consolidation group.

Assets or liabilities arising under tax funding agreements with the tax consolidated entities are recognised as amounts
receivable from or payable to other entities in the Group. Details of the tax funding agreement are disclosed in Note 6.

Any difference between the amounts assumed and amounts receivable or payable under the tax funding agreement are

recognised as a contribution to (or distribution from) wholly-owned tax consolidated entities.

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

¢ when the GST incurred on a purchase of goods and services is not recoverable from the taxation authority, in
which case the GST is recognised as part of the cost of acquisition of the asset or as part of the expense item as
applicable; and

e receivables and payables, which 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 sheet.

Cash flows are included in the Cash Flow Statement on a gross basis 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.

Annual Report 26



RuralAus Investments Limited

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

(r) Earning per share

Basic earnings per share is calculated as net profit attributable to members of the parent, adjusted to exclude any costs of
servicing equity (other than dividends) and preference share dividend, divided by the weighted average number of ordinary
shares, adjusted for a bonus element.

e Diluted earnings per share is calculated as net profit attributable to member of the parent adjusted for:

e Costs of servicing equity (other than dividends) and preference share dividends;

e The after tax effect of dividends and interest associated with dilutive potential ordinary shares that have been
recognised as expenses; and

o Other non-discretionary changes in revenues or expenses during the period that would result from the dilution of
potential ordinary shares;

divided by the weighted average number of ordinary shares and dilutive potential ordinary shares, adjusted for any bonus
element.

(s) Significant accounting judgements, estimates and assumptions

In applying the Group’s accounting policies management continually evaluates judgements, estimates and assumptions
based on experience and other factors, including expectations of future events that may have an impact on the Group. Al
judgements, estimates and assumptions made are believed to be reasonable based on the most current set of
circumstances available to management. Actual results may differ from the judgements, estimates and assumptions.
Significant judgements, estimates and assumptions made by management in the preparation of these financial statements
are outlined below.

Valuation of investment properties

Investment properties are stated at fair value, which has been determined based on discounted cash flow forecasts
prepared using information in relation to the projected lease payments to be received by growers and recoverable amount of
the land.

Recoverability of grower loans - provision for doubtful debts

The recoverability of grower loans has been reviewed on an individual basis. Based on the growers past payment history,
current payment history, discussions and correspondence with growers, and estimate of the recoverability of the loan and
hence whether a provision needs be raised against that loan, has been made. The recoverable amount is determined based
on value in use and no discount rate is applied as the loans are interest bearing.

Valuation of biological asset
Biological assets are stated at fair value which has been based on the purchase price of the assets less estimated costs to
sell.

Share-based payment transaction
Shares issued to Mr Paul McKenzie were valued as at the average price of shares in RuralAus Investments Limited on the
date these were granted to Mr McKenzie.
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3. Financial Risk Management Objective and Policies

The Group’s principal financial instruments comprise bank loans, cash and short-term deposits.
The main purpose of these financial instruments is to raise finance for the Group’s operations.

The Group has various other financial instruments such as trade debtors and trade creditors, which arise directly from its

operations.

It is, and has been throughout the period under review, the Group’s policy that no trading in financial instruments shall be
undertaken.

The main risks arising from the Group’s financial instruments are interest rate risk and credit risk. The board reviews and
agrees policies for managing each of these risks and they are summarised below.

Interest Rate Risk

The Group’s exposure to market risk for changes in interest rates relates primarily to the Group’s long term debt obligations.

The Group has negotiated bank bill facilities with the National Australia Bank, these facilities being one of the lowest interest
bearing facilities available to the Group. It is the Group’s policy to negotiate the lowest interest bearing facilities available.
Should interest rates rise significantly, given the cash reserves of the Group, it has an ability to repay most, if not all, the

interest bearing facilities.

Credit Risk
The consolidated entity’s maximum exposures to credit risk at balance date in relation to each class of recognised financial
assets is the carrying amount of those assets as indicated in the balance sheet.

The company aims to minimise concentrations of credit risk in relation to trade receivables and loans to growers by
undertaking transactions with a large number of customers.

Credit risk in trade receivables is managed in the following ways:

e payment terms are 30 days for receivables other than loans to growers
e aregular risk review takes place on all receivables and loan balances
e a thorough assessment process is used for all growers loans

One staff member’s prime responsibility is to daily monitor the work being done by Pioneer Credit in relation to the recovery
of outstanding accounts and to assess which accounts should be sent to Pioneer Credit for collection. This person reports

directly to the Finance Manager on these issues.

Legal action on those particular accounts where the matter is being defended are dealt with directly by the Chief Financial
Officer and the lawyers involved.

These matters occupy a significant amount of time for both the Finance Manager and Chief Financial Officer who both
regularly report to the Chief Executive Officer and the Board of Directors on these matters.
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4. Segment Information
The consolidated entity’s operations are organised and managed separately according to the nature of the products and

services they provide.

The forestry management segment primarily involves the packaging, marketing, establishment and management of

investment in timber plantations.

The finance segment was created to support the marketing of timber investments through the raising and provision of
finance to investors in the promoted projects.

All operations are conducted in Australia.

Year ended 30 June 2007
Forestry Finance Unallocated
$°000 $°000 $°000

Revenue

Revenue from external customers 1,316 1,795 40 3,151
Total segment revenue 1,316 1,795 40 3,151
Result

Segment result (117) 690 (1,057) (484)
(Loss) before tax and finance (484)
Finance costs (241)
(Loss) before income tax (725)
Income tax (7)
Net profit for year (732)

Assets and liabilities

Segment assets 11,665 12,056 2,181 25,902
Total assets 25,902
Segment liabilities 3,285 1,703 1,016 6,004
Total liabilities 6,004

Other segment information

Depreciation and amortisation (41) - 2 (43)
Impairment losses (851) (701) - (1,052)
Increase in fair value of investment properties 749 - - 749
Loss on sale of properties (83) - - (83)
Impairment of available-for-sale investments - - (492) (492)
Other non-cash expenses (850) - - (350)
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Year ended 30 June 2006
Forestry Finance Unallocated
$°000 $°000 $°000

Revenue

Revenue from external customers 1,805 1,397 - 3,202
Total segment revenue 1,805 1,397 - 3,202
Result

Segment result 3,568 8,845 (1,127) 11,286
(Loss) before tax and finance 11,286
Finance costs (333)
(Loss) before income tax 10,953
Income tax (624)
Net profit for year 10,329

Assets and liabilities

Segment assets 15,735 11,767 1,128 28,630
Total assets 28,630
Segment liabilities 4,742 2,809 - 7,551
Total liabilities 7,551

Other segment information

Depreciation and amortisation (24) - - (24)
Impairment losses (482) (506) - (988)
Increase in fair value of investment properties 233 - - 233
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5. Revenue and expenses

Consolidated

2007 2006
$°000 $°000

(@) Gain/(loss) on restructure

Reduction in provision for doubtful debt - 251 - -

Impairment of outstanding trade debtors as - (10) - -

uncollectible

Forgiveness of bank debt - 11,318 - -
- 11,559 - -

(b) Other income

Fair value movement in investment properties 749 233 - -
Loan application fees 1 1 - -
Other 57 - 50 29

807 234 50 29

(c) Other receivables

Impairment of receivables 1,072 988 - -
Impairment of available-for-sale investment 492 - 492 -
Audit fees 65 51 65 -
Loss on sale of property 84 - - -
Unrecoverable GST 71 - 6 -
ASIC fees 10 13 1 1
Depreciation 43 24 - -
ASX/Share registry fees 32 46 32 46
Directors fees 211 161 211 161
Legal fees 84 123 13 14
Cost of shares to Paul McKenzie 53 - 53 -
Responsible Entity’s fees and charges 192 123 - -
Other corporate expenses 254 50 32 33

2,663 1,579 905 255
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Consolidated Parent

2007 2006
$°000 $°000

(d) Finance costs

Bill facility fee 91 103 - -
Loan interest 150 230 - -
241 333 - -

(e) Employee benefits expense

Wages and salaries 572 356 - -
Superannuation costs 48 32 - -
620 388 - -
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6. Income tax

Consolidated Parent

2007 2006
$°000 $°000

The major components of income tax expense are:
Income statement

Current income statement 979 - (118) -
Current income tax charge/(benefit)

Deferred income tax 972) 624 1 42
Relating to origination and reversal of temporary
differences

Utilisation of prior year losses previously not - - - (2,761)
booked

Tax losses applied against subsidiaries taxable - - - 78

income

Income tax expense/(benefit) reported in income 7 624 (117) (2,641)
statement

Statement of changes in equity

Current income tax (1) - (1) -
Capital raising costs

Revaluation of investment property - - - R

Income tax expense reported in equity (1) 0 1) 0

A reconciliation of income tax expense/(benefit) applicable to accounting profit before income tax at the statutory income tax rate to
income tax expense at the company’s effective income tax rate the years ended 30 June 2007 ad 2006 is as follows:

Accounting profit/(loss) before tax (725) 10,957 (883) (413)
At the statutory income tax rate of 30% (2006: (217) 3,287 (265) (124)
30%)

Temporary differences not brought to account as a - - 148 -
DTA

Non-deductible expenses 77 196 - 53
Write down of investment 148 - - -
Non-assessable income - (289) - -
Tax losses not brought to account as a DTA - 191 - 191
Tax losses brought to account - (2,761) - (2,761)
Income tax expense/(benefit) 8 624 (117) (2,641)

Income tax attributable to discontinued operations - - - -

Income tax expense/(benefit) reported in income 8 624 (117) (2,641)
statement

Tax Consolidation

The company and its 100% owned controlled entities have formed a tax consolidation group. Members of the Consolidated
Entity have entered into a tax sharing arrangement in order to allocate income tax expenses to the wholly owned controlled
entities on a pro-rata basis. The agreement provides for the allocation of income tax liabilities between the entities should
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the head entity default on its tax payment obligations. At balance date, the possibility of default is remote. The head entity
of the tax consolidated group is RuralAus Investments Limited.

Tax effect accounting by members of the tax consolidated group

Members of the tax consolidated group have entered into a tax funding agreement. The tax funding agreement provides for
the allocation of current taxes to members of the tax consolidated group. Deferred taxes are allocated to members of the
tax consolidated group in accordance with a group allocation approach which is consistent with the principles of AASB 12
Income Taxes.

The allocation of taxes under the tax funding agreement is recognised as an increase/(decrease) in the member entities’
intercompany accounts with the tax consolidated group head company, RuralAus Investments Limited. In this regard the
company has assumed the benefit of tax losses from the member entities as of the balance date. The nature of the tax
funding agreement is such that no tax consolidation contributions by or distributions to equity participants are required.

Recognised deferred tax assets and liabilities

Assets Liabilities

2007 2006 2007 2006 2007

$°000 $°000 $°000 $°000 $°000
CONSOLIDATED
Capital raising costs (1) - - - 1) -
Interest receivable - - 683 1,144 683 1,144
Fair value adjustments to Property, - - 554 995 554 995
plant and equipment
Property, plant and equipment - - 2,016 2,016 2,016 2,016
Accrued expenditure (28) (12) - - (28) (12)
Employee entitlements (12) ©) - - (12) ©)
Provision for doubtful debts (2,274) (2,223) - - (2,274) (2,223)
Tax (assets)/liabilities (2,315) (2,244) 3,253 4,155 938 1,911
Set off of tax - 2,244 - (2,244) - -
Net tax (assets)/liabilities (2,315) 0 3,253 1,911 938 1,911
PARENT
Capital raising costs (1) - - - 1) -
Accrued expenditure ) 3) - - @) ©))
Tax (assets)/liabilities 3) )] - - ©) )
Set off of tax - - - - - -
Net tax (assets)/liabilities 3) )] - - ) )
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Deferred income tax
Deferred income tax at 30 June relates to the following:

CONSOLIDATED

Balance Recognisedin Recognised Balance
1/7/05 Income in Equity 30/6/06

$°000 $°000 $°000 $°000

Movement in temporary differences during the year

Income not yet assessable for taxation purposes 1,013 131 - 1,144
Fair value adjustments to property, plant and equipment 925 70 - 995
Property, plant and equipment 1,501 515 - 2,016
Expenses not yet deductible for taxation purposes (2,156) (88) - (2,244)

1,283 628 - 1,911

Balance Recognisedin Recognised Balance
1/7/06 Income in Equity 30/6/07

$°000 $°000 $°000 $°000

Movement in temporary differences during the year

Capital raising costs - - M M
Income not yet assessable for taxation purposes 1,144 (462) - 682
Fair value adjustments to property, plant and equipment 995 (441) - 554
Property, plant and equipment 2,016 - - 2,016
Expenses not yet deductible for taxation purposes (2,244) (69) (2,313)
1,911 972) (1) 938

PARENT

Balance Recognisedin Recognised Balance
1/7/05 Income in Equity 30/6/06

$°000 $°000 $°000 $°000

Movement in temporary differences during the year

Expenses not yet deductible for taxation purposes (45) 42 - 3)

(45) 42 - )

Balance Recognised in Recognised Balance
1/7/06 Income in Equity 30/6/07

$°000 $°000 $°000 $°000

Movement in temporary differences during the year

Expenses not yet deductible for taxation purposes &) 1 1) )
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7. Earnings Per Share

The following reflects the income and share data used in the total operations basic and diluted earnings per share
computations:

(@) Earnings used in calculating earnings per share

Consolidated

2007 2006
$000 $000

Net profit/(loss) attributable to ordinary equity holders for basic of the parent (732) 10,329

(b) Weighted average number of shares

Weighted average number of ordinary shares for basic earnings per share 51,997 53,129

Effect of dilution: 8,760
Share options -

Weighted average number of ordinary shares adjusted for the effect of dilution 51,997 61,889

There are no instruments excluded from the calculation of diluted earnings per share that could potentially dilute basic
earnings per share in the future because they are anti-dilutive for either of the periods presented.

Since balance sheet date, the company commenced a second on-market share buy-back. This commenced on 5 July
2007. To date, the company has purchased 4,896,195 shares, which have been cancelled.
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8. Current Assets - Cash and Cash Equivalents

Consolidated

2007 2006
$°000 $°000

Cash at bank and in hand 4,729 3,020 1,659 1,124

4,729 3,020 1,659 1,124

Cash at bank earns interest at floating rates based on daily bank deposit rates. The carrying amounts of cash and cash
equivalents represents fair value.

Reconciliation to Cash Flow Statement

For the purposes of the Cash Flow Statement, cash and cash equivalents comprise the following at 30 June:

Consolidated Parent
2007 2006
$°000 $°000
Cash at bank and in hand 4,729 3,020 1,659 1,124
4,729 3,020 1,659 1,124

Of the available cash at bank, $2,500,000 of the total is pledged as cash security for the bank bill facility as described in
Note 19.
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9. Current Assets - Trade and Other Receivables

Consolidated Parent
2007 2006
$°000 $°000
Trade receivables 25 42 2 2
Interest receivable 4,578 3,814 - -
Loans to Growers 6,483 3,627 - -
Allowance for impairment loss (f) (6,441) (3,512 - -
4,620 3,929 - -
Grower management fee 2,259 3,052 - -
Allowance for impairment loss (f) (1,138) (1,124) - -
1,121 1,928 - -
Goods and service tax receivable - - 7 41
5,766 5,899 9 43
Trade receivables with wholly-owned group - - 4,543 5,816

controlled entities

Carrying amount of trade and other receivables 5,766 5,899 4,552 5,859

a) Terms of Trade

Trade debtors are non-interest bearing and generally on 30-day terms.

b) Loans to Growers
Loans to Growers are interest repayable over six years and principal repayable over two to six years. The above amount
represents the portion that is due to be aid over the next 12 months.

c) Related party receivables
Details of the terms and conditions of related party receivables are set out in Note 29.

d) Interest receivable
Represents outstanding interest charged on loans to growers. These amounts are immediately due and payable.

e) Grower Management Fees
Represents grower lease and management fees invoiced and charged to date. These amounts are immediately due and
payable.

f) Allowance for impairment loss

An allowance for impairment loss is recognised when there is objective evidence that a trade receivable is impaired. An
allowance for impairment loss of $1,072,000 (2006: $988,000) has been recognised by the Group and $Nil (2006: $Nil) by
the company in the “other expenses” line item for the current year for specific debtors and debtors assessed on a collective
basis, as described in note 2, for which such evidence exists.
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At 30 June 2006, a total of 239 loans, representing $9,036,000 in outstanding principal and interest were either in breach or
default. At 30 June 2007, both of these figures have improved, with 203 loans with outstanding principal and interest of
$6,099,000 being either in breach or default. The improvement is as a result of either negotiations to settle the outstanding
amounts, writing off the debt altogether or payments being made by the grower/s to bring the arrears up-to-date and the
loan no longer being in breach.

g) Credit risk and effective interest rate risk
Details regarding the credit risk and effective interest rate of current receivables are disclosed in Notes 3 and 22 respectively.

Movements in the allowance for impairment loss were as follows:

Consolidated

2007 2006

$°000 $000
Loans
At 1 July 3,612 3,176 - -
Charge for the year 701 507 - -
Amounts transferred from non-current 2,776 - - -
Amounts written off (548) (171) - -
At 30 June 6,441 3,512 - -

Lease and management fees

At 1 July 1,124 713 - -
Charge for the year 371 481 - -
Amounts written off (357) (70) - -
At 30 June 1,138 1,124 - -

10. Current Assets - Other

Moneis held by Responsible Entity to be 181 - - -

banked

Prepayments 122 401 - -
303 401 0 0

11. Non Current Assets - Trade and Other Receivables

Loans to growers (a) 4,429 8,857 - -
Allowance for impairment loss (b) - (2,776) - -
4,429 6,081

(@) Loans to Growers
$4,429,000 of loans to Growers are interest bearing with principal repayable at harvest in four to five years.
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(b) Allowance for impairment loss

No allowance for impairment loss has been recorded against non-current loans to growers. The allowance for 2006, has
been transferred to current receivables as all default loans are payable on demand and reflected under current receivables.
No impairment loss is recorded as all non-current loans are presently being serviced by borrowers pursuant to their loan
agreements.

12. Biological Assets

Consolidated Parent
2007 2006
$000 $000
Livestock - sheep 40 - - -
40 - - -
Movement in biological assets - Consolidated Value Quantity

Balance at beginning of the period - - - -

Additions 44 - 2,483 -
Disposals 4) - (219) -
Balance at end of the period 40 - 2,264 -

13. Non-Current Assets - Other Financial Assets

Interest in controlled entities at cost - - 709 709

- - 709 709

Refer to Note 29(b) where details of the subsidiaries are provided.
14. Non-Current Assets - Plant and Equipment

(@) Reconciliation of carrying amounts at the beginning and end of the period

At beginning of period net of accumulated 191 83 - -
depreciation

Additions 101 136 - -
Disposals (68) ) - -
Depreciation charge for year (43) (25) - -
At end of period net of accumulated 181 191 - -
depreciation

At beginning of period

Cost 248 154 - -
Accumulated depreciation (57) (71) - -
Net carrying amount 191 83 - -
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Consolidated Parent

2007 2006
$°000 $°000

At end of period

Cost 281 248 - -
Accumulated depreciation (100) (67) - -
Net carrying amount 181 191 - _

(b) Plant and equipment pledged as security for liabilities

Plant and equipment with a carrying amount of $181,000 is subject to a first charge in favour of the National Australia
Bank supporting the bank loans as disclosed in Note 20.

15. Non-Current Assets - Available-for-sale Investments
At fair value

Shares - listed 517 - 517 -

517 - 517 -

a) Shares - Listed

The fair value of listed available-for-sale investments has been determined directly by reference to published price
quotations in an active market.

16. Non - Current Assets - Investment Properties
At fair value

Investment properties 9,937 13,038 - -

9,937 13,038 - -

Investment properties are carried at fair value, which has been determined based on discounted cash flow forecasts

prepared using information in relation to the projected lease payments to be received from growers and recoverable amount
of the land.

In preparing the discounted cash flows, the following assumptions have been used:

e A discount rate of 10% has been applied;
¢ Inflation has been estimated at 3%; and
e Arural land growth rate of 4%.

The fair-value represents the amount at which the assets could be exchanged between a knowledgeable willing buyer and a
knowledgeable willing seller in an arm’s length transaction.
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The investment property forms part of the assets pledged as security for the interest bearing liabilities as disclosed in Note
20.

Consolidated Parent

2007 2006
$°000 $000

Investment Properties

Opening balance as at 1 July 13,038 12,805 - -
Net gain from fair value adjustment 749 233 - -
Disposal (8,850) - - -
Closing balance as at 30 June 9,937 13,038 - -

17. Current Liabilities - Trade and Other Payables

Trade payables 168 248 37 30
Other payables - 20 - 10
Grower prepaid lease and management fees 22 184 - -
Borrower prepaid interest - 433 - -
Unearned income 1,222 1,145 - -
Inter-company loans with wholly-owned group - - - 9

controlled entities

1,412 2,030 37 49
(@) Trade payables
Trade payables are non-interest bearing and are normally settled on 30 day terms.
(b) Other payables
Other creditors are non-interest bearing and have an average term of 2 months.
(c) Grower prepaid lease and management fees

Grower management fees represent management fees paid in the current financial year but not due until the 2007/08
financial year.

(d) Borrower prepaid interest
Borrower prepaid interest represents interest paid in the current financial year but not due until the following year.

(@) Related party payables

Details of terms and conditions of related party payables are set out in Note 29. Amounts due to wholly-owned group
controlled entities are interest free with repayment date unspecified with payment at call.

Annual Report 42



RuralAus Investments Limited

18. Current Liabilities - Tax Liabilities

Consolidated

2007 2006

$000 $°000
Income tax payable 979 - 979 -
Goods and services tax payable 116 30 - -
PAYE tax payable 18 27 7 15
1,113 57 986 15

19. Current Liabilities - Provisions

Employee entitlements 40 29 - 1

40 29 - 1

20. Interest-bearing Liabilities

Current
Secured bank loan - Bills of exchange (a)(i) - 1,024 - -
- 1,024 - -
Non-current
Secured bank loan - Bills of exchange (a(ii) 2,500 2,500 - -
2,500 2,500 - -

(@) Terms and conditions relating to the above financial instruments

(i) Bills of exchange have maturities ranging from 1 month to 3 months with effective interest rates of 6.19% to
6.82%.

(i) Bills of exchange have maturities ranging from 1 month to 3 months with effective interest rates of 2006: 5.9% to
6.19%. As per the Heads of Agreement, the National Australia Bank wrote down the groups’ debt to $3.5m on
the 22 July 2005.

(b) Nature of security provided —
Security is provided by fixed and floating charges over all of the assets and undertaking of the companies within the
group, with all companies providing cross guarantees.

(c) The total facilities available to the group as at balance shest date totals $2.5m

The bank has recently completed its annual review of banking facilities and has extended those facilities to 31 August 2008.
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21. Contributed Equity

Consolidated

2007 2006
$°000 $°000

(a) Issued and paid up capital

Ordinary shares fully paid 9,682 10,131 9,382 10,131

Effective 1 July 1998, the Corporations legislation in place abolished the concepts of authorised capital and par value
shares. Accordingly, the Parent does not have authorised capital nor par value in respect of its issued shares.

Fully paid ordinary shares carry one vote per share and carry the right to dividends.

(b) Movements in shares on issue

2007 2006
Number of Number of
shares shares
Beginning of financial year 54,253,294 10,131 35,243,294 6,461
Issued during the year 250,000 53 18,750,000 3,750
Cancelled pursuant to buy-back (6,299,329) (1,362) - -
Issued on exercise of options 8,625,000 862 260,000 26
Issue costs capitalised - 2) - (106)
End of financial year 56,828,965 9,682 54,253,294 10,131
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22. Cash Flow Statement Reconciliation

Consolidated

2007 2006
$°000 $°000

The fair value of cash and cash equivalents is
$4,729,033 (2006: $3,020,000)

Reconciliation from the net profit after tax
to the net ash flows from operations

Net profit/(loss) (732) 10,329 (766) 2,228

Adjustments for

Depreciation 43 24 - -
Restructure of the company - (11,559) - -
Doubtful debts/bad debts written off 165 988 - -
Provision for forestry expenses - (502) - -
Unearned income (807) 1,146 - -
Loss on sale of property 84 - - -
Issuing of shares to Paul McKenzie 53 - 53 -

Changes in assets and liabilities

(Increase)/decrease in receivables and other 1,186 (542) - 2
debtors
Increase/(decrease) in tax liabilities 86 421 25 (2,634)
(Increase)/decrease in other assets (249) (163) 493 -
Increase/(decrease) in accounts payable (104) (388) (1) (362)
Increase/(decrease) in employee entitlements 10 25 - (1)
Increase/(decrease) in unearned lease fee (798) 616 - -
income

(563) 395 (196) (767)
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23. Fair Value and Interest Rate Risk

(@) Fair Values
In relation to the fixed rate loans, the fair value has been estimated at $10,212,000 (2006: $11,784,000).

All other financial assets and financial liabilities recognised in the balance sheet, whether they are carried as cost or at fair
value, are recognised at amounts that represents a reasonable approximation of fair value unless otherwise stated in the
applicable notes.

(b) Interest Rate Risk
The following table sets out the carrying amount, by maturity, of the financial instruments that are exposed to interest rate

risk:
1-2 2-3 3-4 4-5
Year ended years years years years >5years Total

30 June 2007 Interest Rates $°000 $°000 $°000 $°000 $°000 $°000
CONSOLIDATED
Fixed Rate
Loans to Growers 8.0-11.5% 6,483 - - - 4,429 - 10,912
Interest receivable 4,578 - - - - - 4,578
Floating rate
Cash assets 0-5% 4,729 - - - - - 4,729
Commercial bills 6.19-6.82% - 2,500 - - - - 2,500
PARENT
Floating Rate
Cash assets 0-5% 1,659 - - - - - 1,659
Commercial bills * 6.19-6.82% - 2,500 - - - - 2,500

Loans to subsidiaries 0%

* The commercial bills are in the name of Australian Growth Finance Limited. The parent company has provided a cross guarantee in

relation to that facility and therefore the full amount is also shown as owing by the parent company.

<1 1-2 2-3 4-5
Year ended year years years years >5years Total

30 June 2006 Interest Rates $’000 $°000 $°000 $°000 $°000 $°000
CONSOLIDATED
Fixed Rate
Loans to Growers 8.0-11.5% 3,627 1,650 2,150 - - 5,057 12,484
Interest receivable - 3,822 - - - - - 3,822
Floating rate
Cash assets 0-5% 3,020 - - - - - 3,020
Commercial bills 59-6.19% 1,024 2,500 - - - - 3,624
PARENT
Floating Rate
Cash assets 0-5% 1,124 - - - - - 1,124
Commercial bills * 59-6.19% 1,024 2,500 - - - - 3,524
Loans to subsidiaries 0% 5,859 - - - - - 5,859

* The commercial bills are in the name of Australian Growth Finance Limited. The parent company has provided a cross guarantee in rela-
tion to that facility and therefore the full amount is also shown as owing by the parent company.
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24. Contingent Liabilities

A company in the consolidated entity, Australian Growth Finance Limited, has, in return for the payment of an indemnity fee
by the company, agreed to indemnify those growers who took out a loan with AGFL in relation to Plantation Forestry
Hardwood Project # 1, for any shortfall that may be suffered in relation to the balance of the growers loan at harvest as
compared with the Grower’s net harvest proceeds. No loss has been incurred to date and no provision has been made
against any possible future loss as management believes that the possibility of any loss is remote based on current
circumstances.

The directors are not aware of any other matter or circumstance not otherwise dealt with in the report or consolidated
financials statements that has significantly or may significantly affect the operations of the consolidated entity.

25. Contingent Asset

The directors have identified the possibility of recourse to rectify performance pursuant to the Lease and Management
agreement relating to certain company plantations. This potential claim may result from the growers taking action for failure
to complete required works. The Manager, Australian Growth Managers Limited, has sought rectification costs and
damages from the relevant forestry contractor involved, through legal recovery processes. The Manager has been awarded
an amount of $1.2m with costs yet to be determined. No amounts have been recognised as the contractor has gone into
liquidation.

In addition to that claim, the Manager also has a claim for a similar amount in the liquidation of that company, the former
directors of the Manager having placed the debtor company in liquidation. The liquidator has received a settlement proposal
from the directors of the company in liquidation, which would see no return to unsecured creditors, which includes the
Managers claim.

The Managers have challenged the proposal and are currently taking legal action to pursue the former directors of the debtor
company for a range of breaches of the Corporations Act.

26. Events After Balance Sheet Date

Since balance sheet date, the company commenced a second on-market share buy-back. To date, a total of 4,896,195
shares have been purchased and cancelled, at a cost to the company of $1,112,407.

27. Auditor Remuneration

Consolidated Parent

2007 2006
$°000 $000

Amounts received or due and receivable by
Ernst & Young Australia for:

An audit or review of the financial report of the 65,568 50,799 65,568 50,799
entity and any other entity in the consolidated
entity

65,568 50,799 65,568 50,799
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28. Key Management Personnel

(@) Details of Key Management Personnel

Directors

George Gear Chairman

lan Olson Non-executive director

Peter Wallace Non-executive director

Paul McKenzie Non-executive director

Executives

Peter Kinnear Chief Executive Officer

Scott Wallace Company Secretary, Chief Financial Officer

There were no changes to Key Management Personnel after the reporting date and before the date the financial accounts
were authorised for issue.

(b) Compensation of Key Management Personnel

Consolidated Parent
2007 2006
$000 $°000
Short-term employee benefits 460,695 374,875 207,800 158,121
Post-employment benefits 26,005 22,330 3,344 2,975
Share based payment 53,750 - 53,750 -
540,450 397,205 264,894 161,096

RuralAus Investments Limited has applied the option under Corporations Amendments Regulation 2006 to transfer key
management personnel remuneration disclosures required by AASB 124 Related Party Disclosures paragraphs Aus 25.4 to
Aus 25.7.2 to the Remuneration Report section of the Directors’ Report. These transferred disclosures have been audited.

During the financial year, Mr Paul McKenzie was granted 250,000 shares in RuralAus Investments Limited. The granting of
these shares was approved by shareholders at the Annual General Meeting of the company held in November 2006 and the
value was based on the average price of RuralAus Investments Limited shares on the date the shares were granted.

The shares were granted as a result of Mr McKenzie’s contribution to the success of the Group following the Group’s

restructure and successful re-listing.
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(c) Option Holdings of Key Management Personnel (Consolidated)

30 June 2007

Beginning  Options granted Options Net change End of Vested and Not vested and

of period as remuneration  exercised other period exercisable not exercisable
Directors
George Gear 1,325,000 - (1,325,000) - - - -
lan Olson 266,016 - (266,016) - - - -
Peter Wallace 2,050,000 - (2,050,000 - - - -

Paul McKenzie - - - - - - _

Executives
Peter Kinnear 1,325,000 - (1,325,000) - - - -

Scott Wallace - - - - - - _

4,966,016 - (4,966,016) - - - -
30 June 2006
Directors
George Gear 1,325,000 - - - 1,325,000 1,325,000 -
lan Olson 1,200,000 - - (933,984) 266,016 266,016 -
Peter Wallace 2,050,000 - - - 2,050,000 2,050,000 -
Paul McKenzie - - - - - - -
Executives
Peter Kinnear 1,325,000 - - - 1,325,000 1,325,000 -
Scott Wallace - - - - - - -
5,900,000 - - - - - -
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(d) Shareholdings of Key Management Personnel (Consolidated)

30 June 2007
Beginning of Granted as Options Net change End of period
period remuneration exercised other
Directors
George Gear 2,100,000 - 1,325,000 - 3,425,000
lan Olson 376,941 - 266,016 - 642,957
Peter Wallace 1,687,500 - 2,050,000 - 3,737,500
Paul McKenzie - 250,000.00 - - 250,000
Executives
Peter Kinnear 2,050,000 - 1,325,000 - 3,375,000

Scott Wallace - - - - R

6,214,441 250,000 4,966,016 - 11,430,457
30 June 2006

Beginning of Granted as Options Net change End of period

period remuneration exercised other
Directors
George Gear 2,100,000 - - - 2,100,000
lan Olson 1,700,000 - - (1,323,059.00) 376,941
Peter Wallace 3,000,000 - - (1,312,500.00) 1,687,500

Paul McKenzie - - - - -

Executives
Peter Kinnear 2,050,000 - - - 2,050,000

Scott Wallace - - - - -

8,850,000 - - (2,635,559) 6,214,441

During the financial year, Mr Paul McKenzie was granted 250,000 shares in RuralAus Investments Limited. The granting of
these shares was approved by shareholders at the Annual General Meeting of the company held in November 2006 and the
value was based on the average price of RuralAus Investments Limited shares on the date the shares were granted to Mr
McKenzie.

The shares were granted as a result of Mr McKenzie’s contribution to the success of the Group following the Group’s
restructure and successful re-listing.
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(e) Other transactions with Directors and Executives

Services

During the year, tax and accounting services of $84,535 were provided to the group by PKF Chartered Accountants, of
which lan Peter Olson is a Partner. The services were made under normal commercial terms. There are no amounts
outstanding to PKF as at 30 June 2007 (2006: $21,778).

During the year, agricultural services of $5,999 were provided to the group by Agrarian Management, of which Paul
Lawrence McKenzie is Managing Partner. The services were made under normal commercial terms. There are no amounts
outstanding to Agrarian Management as at 30 June 2007 (2006: $nil.).

The terms and conditions of the transactions with directors and their director related entities were no more favourable than
those available, or which might reasonably be expected to be available, on similar transactions to non-director related
entities on an arm’s length basis.

29. Related Party Disclosures

(@) Ultimate Parent

The ultimate parent entity is RuralAus Investments Limited, a publicly listed company domiciled and incorporated in Australia.

(b) Subsidiaries
The consolidated financial statements include the financial statements of RuralAus Investments Limited and the subsidiaries
listed in the following table:

Percentage of equity interest held by the consolidated

entity
Country of Incorporation 2007% 2006%
APR Unit Trust Australia 100 100
RuralAus Plantation Australia 100 100

Management Pty Ltd

Australia Growth Finance Australia 100 100
Limited
Australia Growth Australia 100 100

Landholdings Limited

(c) Key Management Personnel

Details relating to key management personnel, including remuneration paid, are included in Note 28.

(d) Transactions with Related Parties
Transactions between RuralAus Investments Limited and other entities in the wholly owned group during the period
consisted of:

¢ loans advanced by RuralAus Investments Limited
e |loans advanced to RuralAus Investments Limited

Loans provided by the company to wholly owned entities are made on an interest free basis and are repayable on demand.

All inter entity transactions and balances are eliminated in the consolidated financial statements.
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() Amounts receivable from and payable to entities in the wholly-owned group and other
related parties

Consolidated

2007 2006
$°000 $°000

Aggregate amounts receivable at balance date

from:

Receivables - current controlled entities - - 4,543 5,816
_ - 4,543 5,816

Aggregate amounts payable at balance date

to:

Accounts payable - current controlled entities - - - 9
- - - 9
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Directors’ Declaration

In accordance with a resolution of the directors of RuralAus Investments Limited, | state that:
1. In the opinion of the directors:

(@) the financial statements and notes of RuralAus Investments Limited and of the consolidated entity are in
accordance with the Corporations Act 2001, including :

(i) giving a true and fair view of the company’s and the consolidated entity’s financial position as at 30

June 2007 and of their performance for the year ended on that date; and

(iii) complying with Accounting Standards including International Financial Reporting Standards and
Corporations Regulations 2001; and

(b) there are reasonable grounds to believe that RuralAus Investments Limited will be able to pay its debts as and
when they become due and payable.

2. This declaration has been made after receiving the declarations required to be made to the directors in accordance
with section 295A of the Corporations Act 2001 for the financial year ended 30 June 2007.

On behalf of the board.

3] [(Ye] (o N

Dated this 26th day of September 2007.
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Audit Report

i’IERNST& YOUNG & The Ernst & Young Building m Tel 6189429 2222

11 Mounts Bay Road Fax 61 89429 2436
Perth WA 6000
Australia

GPO Box M939
Perth WA 6843

Independent auditor’s report to the members of RuralAus Investment Limited

We have audited the accompanying financial report of RuralAus Investments Limited (“the
company”), which comprises the balance sheet as at 30 June 2007, and the income statement,
statement of changes in equity and cash flow statement for the year ended on that date, a summary of
significant accounting policies, other explanatory notes and the directors’ declaration of the
consolidated entity comprising the company and the entities it controlled at the year’s end or from
time to time during the financial year.

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 the 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 report
that is free from material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances. In Note 2, the directors also state that the financial report, comprising the consolidated
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 report. The procedures selected depend on our judgment, including the assessment of
the risks of material misstatement of the financial report, whether due to fraud or error. In making
those risk assessments, we consider internal controls relevant to the entity’s preparation and fair
presentation of the financial report in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal controls. 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 met the independence requirements of the Corporations Act 2001.
We have given to the directors of the company a written Auditor’s Independence Declaration, a copy
of which is included in the directors’ report.

Liability limited by a scheme approved under
TD:MJ:RURALAUS:010 Professional Standards Legislation.
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Zl| ERNST & YOUNG 2

Auditor’s Opinion

Annual Report

In our opinion:
1. the financial report of RuralAus Investments Limited is in accordance with:
@ the Corporations Act 2001, including:

0] giving a true and fair view of the financial position of RuralAus Investments
Limited and the consolidated entity at 30 June 2007 and of their performance
for the year ended on that date; and

(i) complying with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Regulations 2001; and

(b) other mandatory financial reporting requirementsin Australia.

2. In Note 2, the directors also state that the financial report, comprising the consolidated
financial statements and notes, comply with International Financial Reporting Standards.

Tk & Do

Ernst & Young

S

T G Dachs
Partner
Perth

26 September 2007
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Differences In Results Reported to the
Australian Stock Exchange

There have been no major difference between the Appendix 4E lodged with the Australian Stock Exchange on 31 August
2007 and this Annual Report.
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supplementary Information for Investors
As at 27 September 2007

The information contained below is to be read in conjunction with the annual report of RuralAus Investments Limited dated
30 June 2006.

Details of Substantial Shareholders

The following is a list of the substantial shareholders of the company:

Number of Shares % of Total

Name of Shareholder Held Shares Issued
ANZ Nominees Limited 6,177,396 11.89
Ms Carol Gear representing the 3,425,000 6.60
interests of George Gear (Chairman)
HSBC Custody Nominees (Australia) 3,400,000 6.55
Limited
Mrs Julie McKeown Pennycook 3,225,000 6.21
Ms Shelly Kinnear 3,002,000 5.78
Mr George Takla 1,760,250 3.39
Blight Pty Ltd 1,310,000 2.52
Mr Gadi Peleg and Ms Linda 1,145,798 2.21
Schoenheimer
FNL Investments Pty Ltd 1,000,000 1.93
Dottie Investments Pty Ltd 995,000 1.92
Whimple Creek Pty Ltd 900,000 1.73
Mrs Toby Jones 850,000 1.64
Passel Ltd 823,015 1.58
Ausnom Pty Ltd 766,667 1.48
Rawler Nominees Pty Ltd 766,667 1.48
Est Peter Jones 750,000 1.44
MAJ Pty Ltd 700,000 1.35
Mr Hugh Middleton 645,000 1.24
Ms Kym Chegwidden 550,000 1.06
Alan Selwyn Investments Pty Ltd 500,000 0.96

Annual Report



RuralAus Investments Limited

Distribution of Shareholder Numbers

The following is a distribution schedule showing the shares held and the number of shareholders in that category:

Number of Shares Held Number of Shareholders

1-1,000 49
1,001,- 5,000 165
5,001 - 10,000 7
10,001 - 100,000 170
More than 100,000 64

Number of Holders with Less Than a Marketable Parcel of Securities

As at 18 September 2007, there were a total of 97 shareholders with less than a marketable parcel of securities held in
RuralAus Investments Limited.

On-Market Buy-Back

On 6 September 2006 the company announced an on-market share buy-back for the purchase of not more than 5,299,329
shares. The buy-back is continuing.

Unlisted Options

There are no unlisted options.

Type of Securities and Voting Rights

One class of ordinary shares. Each share is entitled to one vote when a poll is called, otherwise each member present at a
meeting or by proxy has one vote on a show of hands.

Number and Class of Shares Held in Voluntary Escrow

There are currently no shares held in escrow.
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