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Dear Sir/Madam, 
 
 
OPERATING PROFIT 
 
The Group’s net operating profit for the financial year ended 30 June 2005 was $1,417,869.  The 
profit result is down by 13.5% over the previous corresponding financial year.  The result was 
affected by the delay of the sale of some of the Company’s Silverwater properties. 
 
 
NET GROUP ASSETS 
 
The Group’s net assets are currently $24,268,000.  This represents an increase of 15% of the 
Group’s net assets over the corresponding financial year.  The net tangible assets per share now 
stand at 91 cents.  In January 2005, the Company issued to all shareholders a 1:10 share bonus 
issue. 
 
 
DIVIDEND 
 
The Directors resolved to recommend a 2 cents dividend franked to 38% as a final dividend 
payment. 
 
 
APPENDIX 4E 
 
The Preliminary Final Report for the year ended 30 June 2004 is attached.  This report is provided 
to the Australian Stock Exchange (ASX) under ASX Listing Rule 4.3A. 
 
The financial data prepared by the Company upon which the attached report is based are drawn 
up in accordance with applicable Accounting Standards and Urgent Issues Group Consensus 
Views as if that financial data were prepared in compliance with the Act. 
 



 

 

FUTURE PROSPECTS 
 
Property Investments 
 
All the properties owned and managed by the Group are fully leased on a long term basis to major 
Australian companies and are performing well.  During this financial year, Desane finalised the 
purchase a large industrial property in the Sydney suburb of Lidcombe and entered into an 
agreement to purchase another industrial property in the Sydney suburb of Lane Cove.  Desane 
also elected to sell the nine industrial units it owned in the Sydney suburb of Silverwater.  Five of 
the nine industrial units have had their sale completed before 30 June 2005.  Since 30 June 2005, 
contracts have been exchanged for one industrial unit, with the remaining three remaining 
industrial units earmarked for sale in the 2006 financial year. 
 
The above purchases and sales are ensuring that Desane continues with its objectives of 
achieving its medium term objective of owning and managing $100 million of properties.  These 
recent acquisitions bring the properties owned and managed by the Group to approximately 
$70 million.  The rezoning of the Burns Bay Road industrial high tech park to “residential” 
continues to progress and on rezoning will necessitate the relocation of its six major tenants.  
Therefore Desane will, over the medium term, purchase one or more industrial complex where the 
opportunity presents itself in order to accommodate the Burns Bay Road tenants. 
 
The income from rental investment properties has increased this financial year by 35%, reflecting 
the Company’s strong focus in maintaining and improving earnings derived from rental properties. 
 
 
Property Management 
 
The Group’s internal property management unit has currently more than $70 million of properties 
under management.  This division will continue to grow through the acquisition of further 
investment properties by the Group. 
 
 
The Group will continue to expand its interests in the Sydney property investment market, 
establishing joint ventures with other Australian and overseas property investment corporations 
and will also expand the property management division. 
 
 
Yours faithfully, 
DESANE GROUP HOLDINGS LIMITED 

 
JOHN BARTHOLOMEW 
Company Secretary 
 
 
 
ABOUT DESANE: 
 
Desane Group Holdings Limited is a significant Sydney based landlord.  The areas we specialise in are 
property investment, property services and property management.  Desane owns and or manages more than 
$70 million of industrial and commercial properties in the Sydney region – our medium term objective is to 
increase our property holdings to $100 million. 
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Share Trading Policy 

The Company’s policy regarding directors and employees trading in its securities is set by the Board of Directors.  
The policy restricts Directors and employees from acting on material information until it has been released to 
the market and adequate time has been given for this to be reflected in the securities’ prices. 

 
Audit Committee 
 
To assist the effective operation of the Board, an Audit Committee was established ten years ago.  The Audit 
Committee meets at least twice during the year. 
 
The members of the Audit Committee are: 
 
Mr Anthony Gelonesi (Chairman) 
Mr John Sheehan 
 
The external auditor is invited to all Audit Committee meetings. 
 
The functions of the Committee are: 
 
�x Monitoring compliance with the Group’s internal management accounting and financial controls and 

procedures. 
 
�x Oversight of compliance with statutory responsibilities. 
 
�x Reviewing financial statements and other information distributed externally. 
 
�x Reviewing external audit reports to ensure that deficiencies or breakdowns in controls or procedures have 

been identified and prompt remedial action is taken by management. 
 
�x Liaising with external auditor and ensuring the annual audit and half yearly review are conducted 

effectively. 
 
Performance Evaluation 
 
Due to the size and composition of the board a formalised annual evaluation of the board was not deemed 
necessary. The performance criteria and goals of the board are subject to continual review.  The contributions of 
all directors is considered to be of a high level and adequate to discharge their duties in full. 
 
Remuneration Committee 
 
The members of the Remuneration Committee are: 
 
Mr Anthony Gelonesi (Chairman) 
Mr John Sheehan 
 
There are no schemes for retirement benefits to non-executive directors. 
 
Remuneration Policy 
 
The remuneration policy, which sets the terms and conditions for the chief executive officer and other senior 
executives, was developed by the Remuneration Committee and approved by the Board.  All executives receive 
a base salary, superannuation, fringe benefits and retirement benefits.  The Remuneration Committee reviews 
executive packages annually by reference to Company performance, executive performance, comparable 
information from industry sectors and other listed companies and independent advice.  The policy is designed to 
attract the highest calibre executives and reward them for performance which results in long term growth and 
shareholder value.  The amount of remuneration for all directors and the two highest paid executives, including 
all monetary and non-monetary components, are detailed in Note 5 to the financial report.  All remuneration 
paid to executives is valued at the cost to the Company and expensed. 
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Environmental, Occupational Health and Safety Committee 
 
The Company has established this Committee comprising Mr John Sheehan and Mr Phil Montrone.  The 
Committee will meet at least twice per year and will undertake an annual inspection of each property owned by 
the Group together with each property where major contractual work has been undertaken by external 
contractors during the year. 
 
The Committee will advise the Board on the adequacy and effectiveness of the management and reporting 
systems with respect to the environment, occupational health and safety.  The Committee will highlight areas of 
any potential liability and will consider the impact on the Company of changes in legislation and community 
expectations.  The Committee will work to maintain a safe work environment. 
 
Safeguard Integrity in Financial Reporting 
 
The company ensures the truthful and factual presentation of its financial position through systems of 
authorisation, reporting and review. 
 
External auditors are appointed by shareholders and the Board takes steps to ensure that there are no actual or 
potential conflicts of interest in any additional work they are requested to do.  In general such additional work is 
confined to advice on taxation matters and in providing accounting advice in the normal course of business. 
 
The Board has established an Audit Committee which, in view of the small size of the board, comprises all the 
independent, non-executive directors.  The Chair of the committee is required to be a different person to the 
Chair of the company.  The members of the Audit Committee are appropriately experienced and qualified. 
 
The Managing Director and chief financial officer provide a letter of representation in regard to both the half-
year and annual accounts.  In addition, both executives also provide a statement advising compliance with ASX 
Principles 4 and 7, dealing with the integrity of the accounts and risk management.  The representation includes 
a statement that the information from which the accounts are prepared is accurate, complete and truthful as 
well as being in accordance with all appropriate standards and regulations.  They also acknowledge their role in 
the prevention and detection of fraud and error. 
 
The company promotes timely and balanced disclosure of all material matters to ensure a fully informed 
market.  The company’s systems are designed to ensure material matters are promptly communicated to the 
Board. 
 
 
The Role of the Shareholders 
 
The Board of Directors aims are to ensure that the shareholders are informed of all major developments 
affecting the Group’s affairs.  Information is communicated as follows: 
 
• The annual report is distributed to all shareholders. 
 
• The half yearly report contains summarised financial information and a review of the operations of the 

Group during the period.  The financial statements are sent to any shareholder upon request. 
 
• Proposed major changes which may impact on share ownership rights are submitted to a vote of 

shareholders. 
 
• The Board encourages full participation of shareholders at Annual General Meetings to ensure a high level 

of accountability and identification of the Group’s strategy and goals. 
 
• The shareholders are responsible for voting on the appointment of the Directors. 
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Recognise and Manage Risk 
 
The board identifies and establishes processes to manage the principal operating, financial and regulatory risks 
through the formal adoption of a medium term Strategic Plan (three to five years), annual business plans and 
budgets.  The principal risk of the company is economy related e.g., interest rates, which are assessed on a 
continual basis.  In the short to medium term basis, all of the borrowings to finance the purchase of properties 
are at a fixed interest rate for specified terms.  Deviations from the planned outcomes together with forecasts of 
profitability and cash flows are reviewed monthly at board meetings.  Actions are taken to measure and 
minimise the impact of change on the company’s overall performance. 
 
Given the small size of the Group, and the inability to fully separate accounting roles between employees, the 
Board has adopted a policy to periodically conduct an independent review of its accounting systems and 
processes.  This review, coupled with the comprehensive nature of the monthly reporting systems, will assist 
with the risk minimisation process. 
 
Whilst there is no formal Risk Management Policy, the culture and processes of the company are focused on the 
identification and management of risk through regular board reporting and exception reporting in between. 
 
Other Information 
 
Further information relating to the Company’s Corporate Governance practices and policies have been made 
publicly available on the Company’s website at www.desane.com.au. 
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Review of Operations 
 
The Directors report a full financial year profit of $1,417,869.  The operating profit of the year ended 30 June, 
2004 was $1,639,210. 
 
A summary of consolidated revenues and results by significant industry segments is set out below: 
 
      Total Revenue    Segment Result 
      2005   2004   2005   2004 
      $’000   $’000   $’000   $’000 
 
Property management   232  2,610  78  330 
Property services   260  879  52  246 
Property investment   1,907  1,400  366  500 
Dividends received   300  370  300  370 
Proceeds on sale of investment property  2,015  1,775  492  133 
Interest received    287  212  287  212 
Other     15  29  (6)  20 
 
      5,016  7,275  1,569  1,811 
 

Less: Unallocated expenses      (151)  (172) 
 
Operating profit        1,418  1,639 
 
Income tax attributable to operating 
 profit         -  - 
 
Operating profit after income tax 
 attributable to members of 
 Desane Group Holdings Limited      1,418  1,639 
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    Consolidated   Parent Entity  
  Notes  2005   2004   2005   2004 
    Inflows   Inflows   Inflows   Inflows 
    (Outflows)   (Outflows)   (Outflows)   (Outflows) 
    $’000   $’000   $’000   $’000 
 
Cash flows from operating 
 activities 
Receipts from customers 
 (GST excluded)    2,356  4,702  359  59 
Payments to suppliers and 
 employees (GST excluded)    (2,462)  (775)  (754)  (739) 
Dividend from related entity    -  -  795  750 
Dividend from associated entity   300  370  300  370 
Interest received    287  211  47  91 
Borrowing costs - interest paid   (1,179)  (900)  (7)  - 
 

Net cash inflow (outflow) from 
 operating activities  32  (698)  3,608  740  531 
 
Cash flows from investing 
 activities 
Payments for plant and 
 equipment    (32)  (31)  (32)  (31) 
Proceeds from the sale of plant  
 and equipment    15  -  15  - 
Proceeds from sale of property 
 investments    2,015  1,805  -  - 
Purchase of property and 
 investments    (3,776)  (9,895)  -  - 
Purchase shares in related 
 entities     -  -  -  (25) 
 

Net cash inflow/(outflow) 
 from investing activities    (1,778)  (8,121)  (17)  (56) 
 
Cash flows from financing 
 activities 
Proceeds from the issue of 
 shares     1,162  615  1,162  615 
Dividends paid by parent entity   (462)  (448)  (462)  (448) 
(Loans to related parties)/repaid   -  -  (1,144)  (942) 
Loans from related 
 parties/(repaid)    774  (74)  -  - 
Loans from unrelated 
 entities/(repaid)    7  58  250  - 
Loans to unrelated parties    775  (885)  -  183 
Loans to associated parties    (264)  (1,133)  -  - 
Loan to related parties    -  -  -  - 
Proceeds from borrowings    1,725  6,809  -  - 
Repayment of borrowings    (88)  (640)  -  - 
 

Net cash (outflow) from 
 financing activities    3,629  4,302  (194)  (592) 
 
Net increase/(decrease) in 
 cash held     1,153  (211)  529  (117) 
Cash at the beginning of the 
 financial year    70  281  13  130 
 

Cash at the end of the 
 financial year  9  1,223  70  542  13 
 

The above statements of cash flows should be read in conjunction with the accompanying notes. 



DESANE GROUP HOLDINGS LIMITED and Controlled Entities 
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS 
30 JUNE, 2005 
 

 
 
30/6/2005 Appendix 4E – Preliminary Final Report Page 14 

1. Summary of Significant Accounting Policies 
 
 The financial report is a general purpose financial report which has been prepared in accordance with 

Accounting Standards, Urgent Issues Group Consensus Views, other authoritative pronouncements of the 
Australian Accounting Standards Board and the Corporations Act, 2001. 

 
 The Financial Report covers the economic entity of Desane Group Holdings Limited and controlled entities, 

and Desane Group Holdings as an individual parent entity.  Desane Group Holdings Limited is a public listed 
company, incorporated and domiciled in Australia.  The financial report is prepared on an accruals basis 
and in accordance with the historical cost convention and does not take into account changing money 
values or (except where noted) current valuations of non current assets.  Cost is based on the fair values of 
the consideration given in exchange for assets. 

 
 The following is a summary of the material accounting policies adopted by the economic entity in the 

preparation of the financial report.  The accounting policies adopted are consistent with those of the 
previous year. 

 
(a) Principles of Consolidation 
 
 The consolidated accounts incorporate the assets and liabilities of the Company and all entities 

controlled by Desane Group Holdings Limited (“parent entity”) as at 30 June, 2005 and the results of 
the Company and all controlled entities for the year then ended.  Desane Group Holdings Limited and 
its controlled entities together are referred to in this financial report as the consolidated entity.  The 
effects of all transactions between entities in the economic entity are eliminated in full. 

 
 Where control of an entity is obtained during a financial year, its results are included in the 

consolidated profit and loss account from the date on which control commences.  Where control of an 
entity ceases during a financial year its results are included for that part of the year during which 
control exists. 

 
(b) Income Tax 
 
 The economic entity adopts the liability method of tax effect accounting whereby the income tax 

expense is based on the profit from ordinary activities adjusted for any permanent differences. 
 
 Timing differences which arise due to the different accounting periods in which items of revenue and 

expense are included in the determination of accounting profit and taxable income are brought to 
account as either a provision for deferred income tax or as a future income tax benefit at the rate of 
income tax applicable to the period in which the benefit will be received or the liability will become 
payable. 

 
 Future income tax benefits are not brought to account unless realisation of the asset is assured beyond 

reasonable doubt.  Future income tax benefits in relation to tax losses are not brought to account 
unless there is virtual certainty of realisation of the benefit. 

 
 The amount of benefits brought to account or which may be realised in the future is based on the 

assumption that no adverse change will occur in income taxation legislation and the anticipation that 
the economic entity will derive sufficient future assessable income to enable the benefit to be realised 
and comply with the conditions of deductibility imposed by the law. 

 
 Desane Group Holdings Limited and its wholly owned Australian subsidiaries have formed an income 

tax consolidated group under the Tax Consolidation System from 1 July 2003 Desane Group Holdings 
Limited is responsible for recognising the current and deferred tax assets and liabilities for the tax 
consolidated group.  The tax consolidated group has entered a tax sharing agreement. 
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(c) Recoverable Amount of Non Current Assets 
 
 The recoverable amount of an asset is the net amount expected to be recovered through the net cash 

inflows arising from its continued use and subsequent disposal. 
 
 Where the carrying amount of a non current asset is greater than its recoverable amount, the asset is 

written down to its recoverable amount.  The expected net cash flows included in determining 
recoverable amounts of non current assets are not discounted to their present values. 

 
 This policy is in place in associated entities and joint ventures where the consolidated entity has an 

interest. 
 
(d) Revaluation of Non Current Assets 
 
 Subsequent to initial recognition as assets, land and buildings are measured at fair value being the 

amounts for which the assets could be exchanged between willing parties in an arm’s length 
transaction. 

 
 Revaluations are made with sufficient regularity to ensure that the carrying amount of each piece of 

land and each building does not differ materially from its fair value at the reporting date.  Annual 
assessments will be made by the directors, supplemented by independent assessments at least every 
three years. 

 
 Revaluation increments are credited directly to the asset revaluation reserve unless they are reversing 

a previous decrement charged to the statement of financial performance, in which case the increment 
is credited to the statement of financial performance. 

 
 Revaluation decrements are recognised as expenses in the statement of financial performance, unless 

they are reversing revaluation increments previously credited to, and still included in the balance of, the 
asset revaluation reserve in respect of that same class of assets, in which case they are debited 
directly to the asset revaluation reserve. 

 
 The revaluation of non current assets has not taken account of the potential capital gains tax which 

may crystallise on sale of the assets.  
 
 These policies are in place in associated entities and joint ventures where the consolidated entity has 

an interest. 
 
(e) Investments 
 

(i) Controlled Entities 
 
 Investments in controlled entities are carried in the parent entity’s accounts at the lower of cost 

and recoverable amount.  Dividends are brought to account in the profit and loss account when 
they are proposed by the controlled entities. 

 
(ii) Investment Property 
 
 The investment properties comprise readily realisable investment interests in land and buildings 

held for the purpose of letting to produce rental income and are disclosed as composite assets in 
the accounts.  The properties are carried at the lower of cost and recoverable amount. 

 
 Investment properties are maintained at a high standard and, as permitted by accounting 

standards, the properties are not depreciated. 
 
 Rental revenue from the leasing of investment properties is recognised in the statement of 

financial performance in the periods in which it is receivable, as this represents the pattern of 
service rendered through the provision of the properties. 
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(iii) Associated Entities 
 

Investments in associated entities are recognised in the financial statements by applying the equity 
method of accounting. 

 
(f) Depreciation 
 
 Property, plant and equipment are brought to account at cost less any accumulated depreciation.  The 

carrying amount of property, plant and equipment is reviewed annually by the Directors to ensure they 
are not in excess of recoverable value. 

 
 Depreciation is calculated on a straight line basis so as to write off the net cost of each item of plant 

and equipment over its expected useful economic life. 
 
(g) Inventories 
 

(i) Properties Held for Resale 
 
 Development properties are valued at the lower of cost and net realisable value.  Cost includes the 

cost of acquisition, development and interest on financing during development.  Interest and other 
holding charges after practical completion are expensed as incurred.  Profits are brought to 
account on the signing of an unconditional contract of sale. 

 
(ii) Building Materials 
 
 Stock materials are stated at the lower of cost and net realisable value.  Cost is allocated on an 

average basis and net realisable value is based on current market value. 
 

(h) Operating Leases 
 
 Leases where the lessor effectively retains substantially all the rights and benefits incidental to 

ownership are classified as operating leases.  Operating lease payments are representative of the 
pattern of benefits derived from the leased assets and accordingly are charged to the profit and loss 
account in the periods in which they are incurred. 

 
(i) Goodwill 
 
 Goodwill, representing the excess of the purchase consideration over the fair value of the identifiable 

net assets at the date of acquisition of a business entity, is amortised on a straight line basis.  The 
amortisation period was twenty years, being the period during which the benefits were expected to 
arise.  However the Directors assessed the carrying value at 30 June 2003, determined that future 
benefits were not probable and had the balance written off at balance date. 

 
(j) Employee Entitlements 
 
 Provision is made for the consolidated entity’s liability for employee entitlements arising from services 

rendered by employees to balance date. 
 
 The provision for employee entitlements includes the amount that the consolidated entity has a present 

obligation to pay for annual leave.  This obligation is calculated at current pay rates and based on 
industry awards and periods of service to balance date. 

 
 The provision also includes the liability for employee entitlements to long service leave and represents 

the present value of the estimated future cash outflows to be made for those entitlements. 
 
(k) Cash 
 
 For purposes of the statement of cash flows, cash includes deposits at call which are readily 

convertible to cash on hand and which are used in the cash management function on a day-to-day 
basis, net of outstanding bank overdrafts. 
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(l) Joint Ventures 
 
 A controlled entity’s interest in two unincorporated joint ventures has been included in the Group’s 

accounts by taking up the entity’s share in each of the individual assets, liabilities, revenue and 
expenses of the joint ventures.  The consolidated entity’s interest in joint venture entities is brought to 
account using the equity method of accounting in the consolidated financial statements. 

 
(m) Trade and Other Creditors 
 
 These amounts represent liabilities for goods and services provided to the consolidated entity prior to 

the end of the financial year and which are unpaid.  The amounts are unsecured and are normally 
settled within 45 days of recognition. 

 
 (n) Receivables 
 
  Trade debtors are recognised at the amounts receivable at balance date.  Collectibility of trade debtors 

is reviewed on an ongoing basis.  Debts which are known to be uncollectible are written off.  A provision 
for doubtful debts is raised where some doubt as to the collection exists. 

 
 (o) Earnings per Share 
 
  (i) Basic Earnings Per Share 
 
   Basic earnings per share is determined by dividing the operating profit after income tax 

attributable to members of the company by the weighted average number  of ordinary shares 
outstanding during the financial year. 

 
  (ii) Diluted Earnings Per Share 
 
   Diluted earnings per share adjusts the figures used in the determination of basic earnings per 

share by taking into account amounts unpaid on ordinary shares and any reduction in earnings per 
share that will probably arise from the exercise of options outstanding during the financial year.  As 
the consolidated entity’s shares are fully paid and no options are on issue, this computation will be 
the same as the basic earnings per share calculation. 
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 (p) International Financial Reporting Standards (IFRS) 
 
  The Group is preparing and managing the transition to Australian Equivalents to International Financial 

Reporting Standards (AIFRS) effective for the financial years commencing 1 January 2005.  The 
adoption of the AIFRS will be reflected in the economic entity’s and the parent entity’s financial 
statements for the year ending 30 June 2006.  On the first time adoption of AIFRS, comparatives for 
the financial year ended 30 June 2005 are required to be restated.  The majority of the AIFRS 
transitional adjustments will be made retrospectively against retained earnings at 1 July 2004. 

 
  The economic entity’s management, with the assistance of external consultants, has assessed the 

significance of the expected changes and is preparing for their implementation.  The Audit Committee 
and management is overseeing and managing the economic entity’s transition to AIFRS.  The impact of 
the alternative treatments and elections under AASB1: First Time Adoption of Australian Equivalents to 
International Financial Reporting Standards has been considered applicable. 

 
  The directors are of the opinion that the key material differences in the economic entity’s accounting 

policies on conversion to AIFRS and the financial effect of these differences, where known, are as 
follows.  Users of the financial statements should note, however, that the amounts disclosed could 
change if there are any amendments by standard setters to the current AIFRS or interpretation of the 
AIFRS requirements changes from the continuing work of the economic entity’s AIFRS committee. 
 
(i) Impairment of Assets 
 
 Under AASB 136: Impairment of Assets, the recoverable amount of an asset is determined as the 

higher of fair value less cost to sell, and value in use.  In determining value in use, projected future 
cash flows are discounted using a risk adjusted pre-tax discount rate and impairment is assessed 
for the individual asset or at the ‘cash generating unit’ level.  A ‘cash generating unit’ is 
determined as the smallest group of assets that generates cash flows that are largely independent 
of the cash inflows from other assets or groups of assets.  The current policy is to determine the 
recoverable amount of an asset on the basis of undiscounted net cash flows that will be received 
from the asset’s use and subsequent disposal.  It is likely that this change in accounting policy 
may lead to impairments being recognised more often. 

 
 The economic entity has reassessed its impairment testing policy and tested all assets for 

impairment as at 1 July 2005.  Initial investigations indicate that all assets are carried at fair value 
and no adjustments will be required.  However, if economic conditions alter adversely in 
subsequent periods, each class of asset will require reassessment. 

 



DESANE GROUP HOLDINGS LIMITED and Controlled Entities 
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS 
30 JUNE, 2005 
 

 
 
30/6/2005 Appendix 4E – Preliminary Final Report Page 19 

 (ii) Income Tax 
 
 Currently, the economic entity adopts the liability method of tax-effect accounting whereby the 

income tax expense is based on the accounting profit adjusted for any permanent differences.  
Timing differences are currently brought to account as either a provision for deferred income tax or 
future income tax benefit.  Under AASB 112 Income Taxes, deferred tax balances are determined 
using the balance sheet method.  Deferred tax is a tax expected to be payable or recoverable by 
the entity, on differences between the tax base of asset and liabilities and their carrying value per 
the statement of financial position.  This would result in the recognition of a deferred tax liability in 
relation to revalued assets. 

 
 This will result in a change to the current accounting policy, under which deferred tax balances are 

determined using the income statement method, whereby items are only tax effected if they are 
included in the determination of pre-tax accounting profit and loss and/or taxable income or loss 
and current and deferred taxes cannot be recognised directly in equity. 

 
 Under AASB 112 deferred income tax assets will be recognised to the extent that it is probable 

that future tax profits will be available against which deductible temporary differences can be 
utilised.  The current policy demands that temporary differences (particularly available tax losses) 
must be virtually certain of realisation out of future assessable income.  On transition to AIFRS it is 
likely a deferred tax asset will be recognised and be available to be offset against the deferred tax 
liability. 

 
(iii) Investment Properties 
 
 Under AASB 140 Investment Property, the Group has elected to measure investment properties at 

fair value, with any gain or loss arising from the changes in fair value, net of applicable tax, 
recognised through the statement of financial performance. 

 
 This will result in a change to the current accounting policy, under which changes in the fair value 

of investment properties are recognised in the asset revaluation reserve, with no provision 
recognised for tax unless it is expected that a liability for tax will crystallize. 
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(iv) Reconciliation of Net Profit and Equity 
 
 On transition to AIFRS the estimated cumulative financial effect of the reliably known differences 

on the parent and economic entity’s reported net profit and equity as at 30 June 2005 is 
summarised below  As noted above, these amounts represent management’s best estimates and 
could differ from actuals. 

 
          Economic   Parent 
          Entity   Entity 
          2005   2005 
          $’000   $’000 
 
    Reconciliation of Net Profit 
 
  Net profit reported under Australian Accounting Standards   1,418  479 
 
  Key transitional adjustments: 
 

• Income tax expense on operating profit    (178)  - 
• Recognition of revaluation profit (i)     1,295  - 
• Income tax expense – on revaluation (iv)    (389)  - 

 
  Total transitional adjustments     728  - 
 
  Net profit under AIFRS       2,146  479 
 
  Reconciliation of Equity 
 
  Total equity reported under Australian Accounting Standards   24,268  11,510 
 
  Retrospective adjustments to equity at 1 July 2004: 
 

• Recognition of deferred tax on revalued assets (vi)   (1,099)  - 
 
         23,169  11,510 
 
  Increase in current year profit resulting from transition to AIFRS  728  - 
 
  Total equity under AIFRS      23,897  11,510 

 
 (q) Revenue 
 

  Revenue from the rendering of property services is recognised upon delivery of the service to 
customers.  Revenue from providing commercial rental accommodation is recognised as billed to 
tenants monthly in accordance with rental agreements.  Revenue from sale of properties held for resale 
and non current property or other assets are brought to account on the signing of a valid contract of 
sale where all significant conditions attaching to the sale have been met. 

 
  All revenue is stated net of the amount of goods and services tax (GST). 
 

 Interest revenue is recognised on proportional basis taking into account the interest rates applicable to 
the financial assets. 

 
 Dividend revenue is recognised when the right to receive a dividend has been established.  Dividends 

received from associates and joint ventures entities are accounted for in accordance with the equity 
method of accounting. 
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(r) Goods and Services Tax (GST) 
 
 Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of 

GST incurred is not recoverable from the Australian Tax Office.  In these circumstances the GST is 
recognised as part of the cost of acquisition of the asset or as part of an item of the expense.  
Receivables and payables in the statement of financial position are shown inclusive of GST. 

 
(s) Comparative Figures 
 
 Where required by accounting standards, comparative figures have been adjusted to conform with 

changes in presentation for the current financial year. 
 
 
2. Revenue 
 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 
 Revenue 
 
 Property sale   -  1,554  -  - 
 Building services   260  879  -  - 
 Property project management  50  206  -  - 
 Property rental income   1,907  1,400  -  - 
 Management fees   181  849  50  59 
 Dividend received/receivable 
   (note 2(a))   300  370  1,095  1,120 
 Interest (note 2(b))   287  212  47  91 
 
        2,985  5,470  1,192  1,270 
 
 Revenue from Outside the Operating 
 Activities 
 
 Proceeds on sale of investment 
  property    2,016  1,776  -  - 
 Proceeds on sale of plant and 
  equipment   15  29  -  - 
 
 Total Revenue   5,016  7,275  1,192  1,270 
 
 (a) Dividend revenue from: 

- wholly owned subsidiaries  -  -  795  750 
- associated entities   300  370  300  370 
- other corporations   -  -  -  - 
 
Total  dividend revenue  300  370  1,095  1,120 
 

(b) Interest revenue from: 
- associated entities   -  -  -  - 
- other related parties   128  116  -  - 
- other persons   159  96  47  91 

 
   Total interest revenue   287  212  47  91 
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3. Profit from Ordinary Activities 
 
 Profit from ordinary activities before income tax has been determined after: 

 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 

Income: 
 
Profit on sale of properties held for 
 investment and resale   492  133  -  - 
Profit/(loss) on sale of plant and 
 equipment   (6)  21  (6)  - 
 
Expenses: 
 
Auditors’ remuneration (note 6)  35  33  15  13 
Depreciation of plant and equipment  25  27  25  21 
Borrowing costs paid/payable – 
 Other persons and/or  
 corporations   1,179  900  7  - 
Transfer to/(from) provisions for -  
 Employee entitlements   (21)  11  (21)  - 
      Loan diminution              -                -  -  (259) 
Rental expenses relating to 
 operating leases   27  35  27  22 
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4. Income Tax 
 
 Income Tax Expense: 
 

(a) The aggregate amount of income tax attributable to the profit from ordinary activities before income tax 
is reconciled to the income tax as follows: 

 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 

 Operating profit before income 
  tax    1,418  1,639  479  812 
 
 Income tax calculated at 30% 
  (2004:  30%)   425  492  144  244 
 Tax Effect of Permanent 
 Differences: 
  Accounting profit on sale of 
   properties   (147)  -  -  - 
  Sundry items   -  -  -  - 
 
  Income tax after adjusting 
   for permanent differences  278  492  144  244 
  Dividend received 
   - Unfranked from 
    controlled entity  -  -  -  (225) 
   - Benefit from franking 
    credit received  (90)  (111)  (90)  (100) 
  Tax losses utilised from 
   previous years   (35)  (318)  -  - 
  Tax losses transferred 
   from controlled entities  -  (37)  -  - 
  Tax benefits to consolidated 
   tax    -  -  (47)  - 
  Provision for diminution in 
   value of loan accounts  -  -  -  77 
  Share of net profit of 
   associated company  (147)  (31)  -  - 
  Movement in provisions  (6)  5  (7)  4 
 
 Aggregate income tax expense  -  -  -  - 
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(b) The Directors estimate that the potential future income tax benefit @ 30% in respect of tax losses not 
brought to account is: 

 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 

 (i) Revenue 
   Tax losses carried forward  630  784  -  - 
   Provisions and accrued 
    employee entitlements 
    not currently deductible  9  15  2  9 
 
         639  799  2  9 
 
 (ii) Capital 
   Capital losses carried forward  1,249  1,239  -  - 

 
 The benefit for tax losses will only be obtained if: 

 
  (i) the consolidated entity derives future assessable income of a nature and of an amount sufficient to 

enable the benefit from the deductions for the losses to be realised; or 
 

(ii) the losses are transferred to an eligible entity in the consolidated entity; and 
 

(iii) the consolidated entity continues to comply with the conditions for deductibility imposed by tax 
legislation; and 

 
(iv) no changes in tax legislation adversely affect the consolidated entity in realising the benefit from the 

deductions for the losses. 
 

Tax Consolidation Legislation 
 
Desane Group Holdings Limited and its wholly-owned Australian subsidiaries decided to implement the tax 
consolidation legislation as of 1 July 2003.  The Australian Taxation Office has been notified of this decision.   
 
As a consequence, Desane Group Holdings Limited, as the head entity in the tax consolidated group, will 
recognise current and deferred tax amounts relating to transactions, events and balances of the wholly-
owned Australian controlled entities in this group in future financial statements as if those transactions, 
events and balances were its own, in addition to the current and deferred tax balances arising in relation to 
its own transactions, events and balances.  Amounts receivable or payable under the tax sharing agreement 
will be recognised separately by Desane Group Holdings Limited as tax-related amounts receivable or 
payable.  The impact on the income tax expense and results of Desane Group Holdings Limited is unlikely to 
be material because of the tax sharing agreement.  This is not expected to have a material impact on the 
consolidated assets and liabilities and results. 
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5. Directors’ and Executive’s Remuneration 
 
 (a) Names and positions held of parent entity directors and specified executives in office in any time during 

the financial year: 
 
   Parent Entity Directors 
 
   Mr J B Sheehan Chairman – Non-executive 
   Mr P Montrone Managing Director – Executive 
   Mr A Gelonesi Director – Non-executive 
 
   Specified Executives 
 
   Mr J W Bartholomew Company Secretary 
 
 (b) Parent Entity Directors’ Remuneration 
 
   2005 
 
  Salary,   Super-    
  Fees and   annuation   Non-cash    
  Commissions   Contribution   Benefits   Total 
  $   $   $   $ 
 
  John B. Sheehan   40,000  -  -  40,000 
  Anthony Gelonesi  30,000  -  -  30,000 
  Phil Montrone   169,286  14,839  6,192  190,317 
 
      239,286  14,839  6,192  260,317 
 
   2004 
 
  Salary,   Super-    
  Fees and   annuation   Non-cash    
  Commissions   Contribution   Benefits   Total 
  $   $   $   $ 
 
  John B. Sheehan   38,600  -  -  38,600 
  Anthony Gelonesi  30,000  -  -  30,000 
  Phil Montrone   162,842  14,273  5,406  182,521 
 
      231,442  14,273  5,406  251,121 
 
  The service and performance criteria set to determine remuneration are included in Note 5(e). 
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 (c) Specified Executives’ Remuneration 
 
  2005 
 
  Salary,   Super-    
  Fees and   annuation   Non-cash    
  Commissions   Contribution   Benefits   Total 
  $   $   $   $ 
 
  John Bartholomew  72,619  7,280  -  80,899 
 
  2004 
 
  Salary,   Super-    
  Fees and   annuation   Non-cash    
  Commissions   Contribution   Benefits   Total 
  $   $   $   $ 
 
  John Bartholomew  87,380  -  -  87,380 
 
  The service and performance criteria set to determine remuneration are included in Note 5(e). 
 
 (d) Shareholdings 
 
   Number of shares held by parent entity directors and specified executives. 
 
      Balance  Received as  Options  Net Change   Balance 
      01.07.04  Remuneration  Exercised   Other*   30.06.05 
 
  Parent Entity Directors 
 
  John B. Sheehan   101,780  -  -  20,078  121,858 
  Anthony Gelonesi  1,659,082  -  -  (176,066)  1,483,016 
  Phil Montrone   9,700,383  -  -  1,017,867  10,718,250 
 
  Specified Executives 
 
  John Bartholomew  345,671  -  -  62,518  408,189 
 
      11,806,916  -  -  924,397  12,731,313 
 
  * Net change other refers to shares purchased or sold during the financial year. 
 
 (e) Remuneration Practices 
 
  The Company’s policy for determining the nature and amount of emoluments of Board Members and 

senior executives of the Company is as follows: 
 
  The remuneration structure for executive officers, including the executive directors, is based on a 

number of factors, including length of service, particular experience of the individual concerned, and 
the overall performance of the Company.  Employment is on a continuing basis the terms of which are 
not expected to change in the immediate future.  Upon retirement executive directors and specified 
executives are paid employee benefit entitlements accrued to the date of retirement. 

 
  The Company may terminate any employee without cause by providing adequate written notice or 

making payment in lieu of notice based on the individual’s annual salary component.  Termination 
payments are generally not payable on resignation or dismissal for serious misconduct.  In the instance 
of serious misconduct the Company can terminate employment at any time. 

 
  All remuneration packages, are set at levels that are intended to attract and retain executives capable 

of managing the economic entity’s operations. 
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6. Remuneration of Auditors 
 
 Amounts received, or due and receivable, by the auditors for: 
 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 

 (a) Auditing the accounts and 
   consolidated accounts of 
   Desane Group Holdings 
   Limited and the accounts of 
   each of its controlled entities 
 
   G Green   29  33  12  14 
 
(b) Other services 
 
   G Green   6  -  3  - 
 
        35  33  15  14 
 
 

7. Dividends – Desane Group Holdings Limited 
 
 The amounts provided for by the parent entity are: 
 
       Parent Entity  
          2005   2004 
          $’000   $’000 
 
 Ordinary 
 
 Dividend proposed of 2 cents per share 38% franked at the tax 
  rate of 30% (2004:  franked at 60%)     531  462 
 
 The Group has a total $86,880 (2004 - $77,264) franking credits (franked to 30%) available before the 

dividends for 2005 are provided. 
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8. Earnings Per Share 
 
       Consolidated  
          2005   2004 
          $   $ 
 
 Basic earnings per share (dollars per share)     0.05  0.07 
 
 Diluted earnings per share (dollars per share)     0.05  0.07 
 
 Reconciliation of Earnings Used in the Calculation of Earnings per Share 
       Consolidated  
          2005   2004 
          $’000   $’000 
 
 Operating profit after income tax       1,418   1,639 
 
 Reconciliation of Weighted Average Numbers of Ordinary 
 Shares Used in the Calculation of Earnings Per Share  
       Consolidated  
          2005   2004 
          No.   No. 
 Weighted average number of ordinary shares used in the calculation 
  of basic earnings per share      26,754,367     23,102,500 
 
 COVERSION, CALL, SUBSCRIPTION OF ISSUE AFTER 30 JUNE, 2005 
 
 There has been no: 
 

(a) conversion to, calls of, or subscription for ordinary shares; or 
(b) issues of potential ordinary shares; 
 
since the reporting date and before the completion of these accounts. 

 
 
9. Current Assets – Cash 
 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 
 Cash at bank and on hand  1,223  70  542  13 
 
 The above figures are reconciled to cash at the end of the financial year as shown in the statement of 

financial position as follows: 
 
 Balances as above   1,223  70  542  13 
 Less:  Bank overdraft (note 18)  -  -  -  - 
 
        1,223  70  542  13 
 
 
10. Current Assets – Receivables 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 
 Trade debtors   259  450  -  58 
 Less:  Provision for doubtful debts  -  -  -  - 
 
        259  450  -  58 
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11. Current Assets – Investments 
 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 
 Investment Properties to be sold 
 
  Silverwater: 
  Cost of acquisition   1,401  2,700  -  - 
  Capitalised development costs  151  296  -  - 
  Directors’ valuation (note 11(i))  306  592  -  - 
 
        1,858  3,588  -  - 
 
  Pyrmont Bridge Road Joint Venture 
  Cost of acquisition   482  -  -  - 
  Capitalised development costs  537  -  -  - 
  Directors’ valuation (note 11(ii))  742  -  -  - 
 
        1,761  -  -  - 
 
        3,619  3,588  -  - 
 

(i)  This property was purchased in October 2002.  The Directors’ valuation as at 30 June 2003 is based 
on an independent valuation by MVS Commercial Valuers carried out on 24 July 2003 for mortgage 
purposes.  This property currently provides mortgage security for the finance obtained to purchase the 
Lidcombe property (note 14(a)(ii)).  The intention is to sell the remainder of this property during the 
2005/2006 year. 

 
(ii) The Directors’ valuations as at 30 June 2002 are based on independent valuations undertaken by 

Metropolitan Valuation Services Pty Ltd, a Certified Practicing Valuation Company.  The intention is to 
sell this property during the 2005/2006 year. 

 
 
12. Current Assets – Other 
 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 
 Sundry debtors   139  13  -  - 
 Prepayments   150  103  8  8 
 Security deposit   -  -  -  - 
 Receivables from the sale of 
  investment properties (note 12(i))  2,091  -  -  - 
 Receivable from unrelated entity  -  250  -  250 
 Secured loan (note 12(ii))   300  300  -  - 
 Loan to joint venture partner 
  (unsecured)   225  116  -  - 
 
        2,905  782  8  258 
 
 (i)  The properties involved were settled prior to 31 August 2005 and all amounts due have been collected. 
 (ii) The secured loan is secured by a fixed and floating charge over the entity’s assets. 
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13. Non Current Assets – Receivables 
 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 
 Secured loan (note 13(iv))  764  1,039  -  - 
 Loans to controlled entities (note 
  13(i) and 13(ii))   -  -  10,951  9,808 
 Receivable from unrelated entity 
  (note 13(iii))   -  250  -  250 
 
        764  1,289  10,951  10,058 
 

(i)  The loan from the parent entity is secured by a Deed of Debenture of $2,000,000 over a controlled 
entity’s assets. 

 
(ii) No interest has been charged on the loans to controlled entities and there are no fixed terms for 

repayment. 
  
 (iii) The parent entity has executed a deed of charge over the shares of the associated entity sold. 
 
 (iv)  The secured loan is secured by a fixed and floating charge over the entity’s assets. 
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14. Non Current Assets – Investments 
 

(a) The investments included in the accounts comprise: 
 

    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 
  (i) Shares in unlisted associated 
    companies 

-  equity accounted (note 
  14(c))   7,750  6,724  -  - 

 
   (ii) Other Investments 
        Shares in controlled entities 
    (note 14(b))   -  -  515  515 
    Provision for diminution in 
    value   -  -  -  - 
  Investment property – at 
   Directors’ valuation 
   30.06.2002 (notes 25(a) 
   and 14(a)(i))   -  1,761  -  - 
  Investment property Lilyfield 
   Road – at Directors’ valuation 
   30.06.2004 (note 25(b) 
   and 14(a)(ii))   10,215  10,152  -  - 
  Investment property Orion Road 
   – at Directors’ valuation 
   30.06.2004 (note 14(a)(iii))  10,050  10,000  -  - 
  Investment property Sirius Road 
   – at cost   596  -  -  - 
  Investment property Lidcombe 
   – at cost   4,374  296  -  - 
 
        32,985  28,933  515  515 
 

Valuation of Investment Properties 
 
The basis of the Directors’ valuation of land and buildings is a fair market value based on existing use. 
 
(i)  The Directors’ valuation of Pyrmont Bridge Road as at 30 June 2003 is based on an independent 

valuation undertaken by Metropolitan Valuation Services Pty Ltd, a Certified Practicing Valuation 
Company on 24 July 2003.  This property is to be sold during 2005/2006 and is now classified 
under current assets in the Statement of Financial Position. 

 
(ii) The Directors’ valuation of Lilyfield Road as at June 2004 is based on independent valuation 

undertaken for mortgage purposes, by Oracle Property, a Certified Practising Valuation Company in 
March 2004. 

 
(iii) The Directors’ valuation of Orion Road as at June 2004 is based on independent valuation 

undertaken for mortgage purposes, by Oracle Property, a Certified Practising Valuation Company in 
November 2003. 
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14. (b) Investments in controlled entities are unquoted and comprise: 
 
       2005 2004 
     Class of % Investment  %  Investment 
 Controlled Entities Shares Holding $’000  Holding  $’000 
 
 Desane Properties Pty Ltd Ordinary 100  490  100  490 
 Desane Estates Pty Ltd Ordinary 100  -  100  - 
 Desane Contracting Pty Ltd Ordinary 100  25  100  25 
 Desane Hire Services Pty 
  Ltd  Ordinary 100  -  100  - 
 Provision for diminution in 
  value     -    - 
 
        515    515 

 
All controlled entities are incorporated in Australia.  Desane Properties Pty Ltd declared a dividend of 
$800,000 out of retained profits (2004:  $nil).  Desane Contracting Pty Ltd declared a dividend of 
$200,000 out of retained profits (2004:  $nil).  Desane Hire Services Pty Ltd declared a dividend of 
$95,000 out of retained profits (2004:  $750,000).  The other controlled entities did not declare or pay 
a dividend during the year. 

 
 Contribution to profit after tax: 

          2005   2004 
          $’000   $’000 
 

 Desane Group Holdings Limited      (616)  (567) 
 Desane Properties Pty Limited      1,700  1,704 
 Desane Contracting Pty Limited      252  235 
 Desane Hire Services Pty Limited      82  267 
 
           1,418  1,639 
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14. (c) Interests are held in the following unlisted associated companies: 
 
(i)        Ownership   Carrying Amount  
  Principal        Interest       of Investment  
 Name Activity Shares  Consolidated     Consolidated 
    2004  2003   2005 2004 
                $’ 000         $’000 
 Samvoni Pty Ltd Owner of  
       investment  
       property at  
       Lane Cove Ord 50%  50%  7,750  6,724  
 
A controlled entity acquired a 50% ownership and voting interest in Samvoni Pty Ltd. 
  
(ii) Movements during the year in equity accounted investment in associated companies: 
 

    Consolidated                  Parent Entity  
    2005         2004    2005   2004 
    $’000   $’000   $’000   $’000 
 

 Balance at the beginning of 
  the financial year  6,724  6,591  -  - 
 Share of associated 
  companies operating 
  results after income tax  326  103  -  - 
 Share of associated 
  company’s reserve 
  movements arising 
  during the year  1,000  400  -  - 
  Dividend revenue from 
  associated company  (300)  (370)  -  - 
 
 Balance at the end of the 
  year  7,750  6,724  -  - 
 
(iii) Equity attributable to associates:  
 
 Issued capital  -  -  -  - 
 Retained earnings  1,360  1,334  -  - 
 Asset revaluation reserve  6,390  5,390  -  - 
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(iv) Summarised presentation of share of  aggregate assets, liabilities and performance of associates: 
 

                   Consolidated                  Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 

 
  Current assets  57  87  -  - 
 Non current assets  11,735  9,719  -  - 

 
 Total assets  11,792  9,806  -  - 

 
 Current liabilities  292  82  -  - 
 Non current liabilities  3,750  3,000  -  - 
 
 Total liabilities  4,042  3,082  -  - 
   
 Net Equity  7,750  6,724  -  - 
 
 Operating profit/(loss) before 
  income tax  429  (262)  -  - 
 Distribution of surplus 
  funds from defined 
  benefit superannuation 
  fund  -  375  -  - 
 
 Operating result before 
  Income tax  429  113  -  - 
 
 Income tax expense  (103)  (10)  -  - 
 
 Operating result after 
  income tax  326  103  -  - 

 
  The associated entities have no contingent liabilities nor capital commitments. 
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15. Non Current Assets – Property, Plant and Equipment 
 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 
 Land and Buildings 
 Leasehold improvements – at cost  82  82  82  82 
 Less:  Accumulated depreciation  (67)  (62)  (67)  (67) 
 
 Total land and buildings   15  20  15  20 
 
 Plant and equipment – at cost  83  74  83  74 
 Less:  Accumulated depreciation  (67)  (58)  (67)  (58) 
 
        16  16  16  16 
 
 Motor vehicles – at cost   59  59  59  59 
 Less:  Accumulated depreciation  (21)  (12)  (21)  (12) 
 
        38  47  38  47 
 
 Total plant and equipment  54  63  54  63 
 
        69  83  69  83 
 
 Movements in Carrying Amounts 
 
 Movement in the carrying amounts for each class of property, plant and equipment between the beginning 

and the end of the current financial year: 
 
          Leasehold   Plant and 
          Improvements  Equipment   Total 
          $’000   $’000   $’000 
 
 Economic Entity : 
 Balance at the beginning of year    20  63  83 
 Additions      -  32  32 
 Disposals      -  (21)  (21) 
 Depreciation expense      (5)  (20)  (25) 
  
 Carrying amount at the end of the year   15  54  69 
 
 Parent Entity: 
 Balance at the beginning of year    20  63  83 
 Additions      -  32  32 
 Disposals      -  (21)  (21) 
 Depreciation expense     (5)  (20)  (25) 
 
 Carrying amount at the end of the year   15  54  69 
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16. Non Current Assets – Intangibles 
 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 
 Formation costs   2  2  -  - 
 
 
17. Current Liabilities – Payables 
 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 
 Unsecured 
 Trade creditors   432  439  36  92 
 Other creditors and accruals  23  42  1  2 
 
        455  481  37  94 
 
 
18. Current Liabilities – Interest Bearing Liabilities 
 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 
 Unsecured 
 Loan from Joint Venture partner  -  154  -  - 
 Secured 
 Bank overdraft (note 18(i))  -  -  -  - 
 Finance for investment property 
  (note 18(ii))   2,500  1,755  -  - 
 
        2,500  1,909  -  - 

 
(i)  The overdraft facility available from the bank is repayable on demand and is secured by a floating 

charge over a controlled entity’s assets. There is an unused limit of $50,000 not being utilized as at 30 
June 2005. 

 
(ii) First mortgage finance secured over Silverwater property which is intended to be sold in 2005/2006. 
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19. Current Liabilities – Provisions 
 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 
 Dividends    531  462  531  462 
 Employee entitlements   7  28  7  28 
 
        538  490  538  490 
 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    No   No   No   No 
 
 Number of employees at year end  5  5  5  5 
 

 
20. Non Current Liabilities – Other 
 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 

Security deposits   51  44  -  - 
 
 
21. Non Current Liabilities – Interest Bearing Liabilities 
 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 
 Bank loan (21(i))   -  -  -  - 
 Finance for Lilyfield Road Joint 
  Venture (21(ii))   4,461  4,550  -  - 
 Finance for Pyrmont Bridge Road 
  Joint Venture (21(ii))   192  192  -  - 
 Finance for investment property 
  Lidcombe (21(iii))   1,980  -  -  - 
 Loan from associated entity (21(iv))  1,681  906  -  - 
 Finance for investment property 
  Orion Road (21(v))   5,700  5,700  -  - 
 
        14,014  11,348  -  - 

 
(i)  The Group presently has no unused loan facilities other than as described in note 18.  
 
(ii) First mortgage finance secured over respective joint venture assets. 
 
(iii) First mortgage finance secured over Lidcombe property. 
 
(iv) First mortgage finance secured over Burns Bay Road, Lane Cove property (note 14(a)(i)). 
 
(v) First mortgage finance secured over Orion Road, Lane Cove property (note 14(a)(v)). 
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22. Contributed Equity – Desane Group Holdings Limited 
 
       Parent Entity  
          2005   2004 
          $’000   $’000 
 
 (a) Authorised Capital 
 
   500,000,000 Ordinary shares of 20¢ each     100,000  100,000 
 
 (b) Issued and Paid Up Capital 
 
   26,574,367 (2004:  23,102,500) Ordinary shares fully paid   9,761  8,599 
 
 (c) Share Capital 
 
 
    Parent Entity   Parent Entity  
    2005   2004   2005   2004 
    Shares   Shares   $’000   $’000 
 
   Ordinary shares - fully paid  23,102,500  22,379,117  8,599  7,984 
   Share Purchase Plan (note 
    22(d)(i))   1,056,000  723,383  1,162  615 
   Bonus issue (note 22(d)(ii))  2,415,867  -  -  - 
 
         26,754,367  23,102,500  9,761  8,599 
 
 (d) Movements in Ordinary Share Capital of the Company 
 
           Number of   Issue Price 
   Date Details     Shares   Cents   $’000 
 
   24.12.04 Share Purchase Plan   1,056,000  $1.10   1,162 
   31.12.04 Bonus Issue 1:10    2,415,867  -   - 
 
   Ordinary Shares entitle the holder to participate in dividends and the proceeds on winding up of the 

Company in proportion to the number of and amounts paid on the shares held. 
 
   (i) Shares totalling 1,056,000 (723,383 – 2004) were issued under the Share Purchase Plan at 

$1.10  ($0.85 – 2004), being a discount of 15% to the market price. 
 (ii) Shares totalling 2,415,867 were issued following the Bonus issue of 1:10 for all eligible 

shareholders. 
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23. Reserves 
 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 
 Composition: 
 
 Asset revaluation reserve   10,458  9,449  -  - 
 
 Movements during the year: 
 
  Asset revaluation reserve: 
   Opening balance   9,449  7,932  -  - 
   Revaluation of investment 
    properties held by joint 

   ventures   295  495  -  - 
  Revaluation of Silverwater 
   investment property  -  -  -  - 

   Share of associates 
    Revaluation increments on 
    land and buildings    1,000  -  -  - 
   Transfer to retained profits  (286)  -  -  - 
   Revaluation of Orion Road 
    investment property  -  1,022  -  - 
    
         10,458  9,449  -  - 
 
 
24. Retained Profits 
 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 
 Retained profits at beginning of 
  financial year   2,876  1,700  1,802  1,452 
 Net profit attributable to members 
  of parent entity   1,418  1,639  478  812 
 Transfer from reserves   286  -  -  - 
 Dividends provided for or paid  (531)  (462)  (531)  (462) 
 
 Retained profits at end of financial 
  year      4,049  2,877  1,749  1,802 
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25. Interests In Joint Ventures 
 

(a) A controlled entity entered into a joint venture arrangement called Pyrmont Bridge Road Joint Venture 
to purchase and develop a property for industrial use.  The controlled entity has a 1/6th interest in the 
assets, and output of this joint venture.  Voting is by unanimous resolution by all joint venture 
members.  The controlled entity is presently earning rental income from commercial leases.  The 
controlled entity has been indemnified by joint venturers against any liability arising from the secured 
loan of $2,700,000. It is the intention of the Directors that this property will be sold during 2005/2006.  
The share of net assets employed in the joint venture are included in the controlled entity’s balance 
sheet under the following classifications: 

 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 

 Current Assets: 
 Cash at bank   132  32  -  - 
 Trade debtors   -  7  -  - 
 Other debtors and prepayments  5  6  -  - 
 Interest bearing loan   153  -  -  - 
 Non Current Assets: 
 Investment property – 
  Directors’ valuation, 2002  1,761  1,761  -  - 
 
 Total Assets   2,051  1,806  -  - 
 
 Current Liabilities: 
 Trade creditors   13  9  -  - 
 Rental security deposit  2  3  -  - 
 Other creditors   450  210  -  - 
 Non Current Liabilities: 
 Creditors and borrowings  192  192  -  - 
 
 Total Liabilities   657  414  -  - 
 
 Equity    1,394  1,392  -  - 
 
 Output    181  164  -  - 
 
 Net operating profit/(loss) 
  before income tax   100  112  -  - 
 Income tax applicable to 
  operating profit (note 25(a)(i))  (25)  (54)  -  - 
 
 Net operating profit/(loss) after 
  income tax of joint venture  75  58  -  - 

 
The Directors’ valuation of the investment property is based on the valuation of an independent 
registered valuer and in the opinion of the Directors, provides a reasonable estimate of the current 
value of the controlled entity’s interest in the property. 
 
In revaluing the controlled entity’s interest in the investment property the Directors have not taken into 
account the potential impact of capital gains tax. 
 
The joint venture has no contingent liabilities on commitments. 
 
(i) No income tax will ultimately be payable as the parent entity has the benefit of carried forward 

losses. 
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25. Interests In Joint Ventures (continued) 
 

(b) In September 1996, a controlled entity entered into a joint venture arrangement called Lilyfield Road 
Joint Venture to purchase and develop a property for industrial use.  The controlled entity has a 70% 
interest in the property assets and a 70% interest in the output (being commercial rentals) of this joint 
venture.  The controlled entity has been indemnified by its joint venturer against any liability arising 
from the secured loan of $1,584,000.  The share of net assets employed in the joint venture, are 
included in the controlled entity’s balance sheet under the following classifications: 

 

    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 

  Current Assets – Cash 
  Cash at bank   6  3  -  - 
  Trade debtor   6  -  -  - 
  Other debtors   8  14  -  - 
  Non-Current Assets – 
  Receivables 
  Unsecured loans to joint 
   venture partners   72  -  -  - 
  Non Current Assets 
  Investment property – 
   Directors valuation, 
    30.06.2004   10,214  10,152  -  - 
 
  Total Assets   10,306  10,169  -  - 
 
  Current Liabilities – 
  Creditors and Borrowings 
  Trade creditors   56  55  -  - 
  Accruals    -  15  -  - 
  Non-Current Liabilities – 
  Receivables 
  Unsecured loans from joint 
   venture partners   -  661  -  - 
  Non Current Liabilities – 
  Creditors and Borrowings 
  Secured loan   4,550  4,550  -  - 
 
  Total Liabilities   4,606  5,281  -  - 
 
  Equity    5,700  4,888  -  - 
 
  Output    743  704  -  - 
 
  Net operating profit/(loss) 
   before income tax   330  276  -  - 
  Income tax applicable to 
   operating profit (note 25(b)(i))  (54)  (59)  -  - 
 
  Net profit/(loss) after income 
   tax of joint venture   276  217  -  - 
 

The Directors’ valuation of the investment property is based on the valuation of an independent 
registered valuer and in the opinion of the directors, provides a reasonable estimate of the current 
value of the controlled entity’s interest in the property.  In revaluing the controlled entity’s interest in 
the investment property, the Directors have not taken into account the potential impact of capital gains 
tax.  The joint venture has no contingent liabilities or commitments. 

 
(i) No income tax is applicable as the parent entity has the benefit of carried forward losses. 
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26. Financial Instruments 
 
 (a) Interest Rate Risk Exposure 
 
   The consolidated entity’s exposure to interest rate risk and the effective weighted average interest rate 

by maturity periods is set out in the following table.  For interest rates applicable to each class of asset 
or liability, refer to individual notes to the financial statements.  Exposures arise predominantly from 
assets and liabilities bearing variable interest rates as the consolidated entity intends to hold fixed rate 
assets and liabilities to maturity: 

 
   An associated entity which is equity accounted has financed an investment property at a fixed interest 

rate of 6.39%. 
 
 2005    Floating   Fixed Interest Maturing   Non 
     Interest   1 Year or      Interest 
  Note   Rate   Less   1-5 Years   Bearing   Total 
     $’000   $’000   $’000   $’000   $’000 
 
 Financial Assets 
 Cash and deposits  7  1,219  -  -  4  1,223 
 Receivables  8,10,11  -  525  765  259  1,549 
 
       1,219  525  765  263  2,772 
 
 Weighted average 
  interest rate    4.25%  8.34%  7.10%   
 
 Financial Liabilities 
 Trade and other 
  creditors 15, 18  -  -  -  498  498 
 Interest bearing 
  liabilities 16, 19  -  1,980  14,534  -  16,514 
 
     -  1,980  14,534  498  17,012 
 
 Weighted average 
  interest rate   0.00%  7.50%  7.33%   
 
 Net financial assets 
  (liabilities)   1,219  (1,455)  (13,769)  (235)  (14,240) 
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26. Financial Instruments 
 
 (a) Interest Rate Risk Exposure (continued) 
 
 
 2004    Floating   Fixed Interest Maturing   Non 
     Interest   1 Year or      Interest 
  Note   Rate   Less   1-5 Years   Bearing   Total 
     $’000   $’000   $’000   $’000   $’000 
 
 Financial Assets 
 Cash and deposits  7  -  -  -  70  70 
 Receivables 8,11,12 -  300  1,039  450  1,789 
 
       -  300  1,039  520  1,859 
 
 Weighted average 
  interest rate    -  -  -  - 
 
 Financial Liabilities 
 Trade and other 
  creditors 16, 19  -  -  44  481  525 
 Interest bearing 
  liabilities 17, 20  154  907  12,197  -  13,258 
 
     154  907  12,241  481  13,783 
 
 Weighted average 
  interest rate   10.00%  7.05%  7.26%  - 
 
 Net financial assets 
  (liabilities)   (154)  (607)  (11,202)  39  (11,924) 
 
 (b) Credit Risk Exposure 
 
  The credit risk on financial assets of the consolidated entity which have been recognised on the 

statement of financial position is generally the carrying amount, net of any provisions for doubtful debts. 
 
 (c) Net Fair Value of Financial Assets and Liabilities 
 
  On Balance Sheet – 
  The net fair value of cash and cash equivalents and non interest bearing monetary financial assets and 

financial liabilities approximates their carrying value. 
 
  Off Balance Sheet – 
  The parent entity and certain controlled entities have potential financial liabilities which may arise from 

certain contingencies disclosed in Note 30.  No material losses are anticipated in respect of any of 
these contingencies. 

 
 (d) Carrying Amount and Net Fair Values 
 
  There is no material difference between the carrying amounts and the net fair values of financial assets 

and liabilities. 
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27. Related Parties 
 
 Related parties of Desane Group Holdings Limited fall into the following categories: 
 
 Controlled Entities 
 
 Information relating to controlled entities is set out in notes 13 and 14.  Other transactions between the 

parties consist of: 
 
          2005   2004 
          $’000   $’000 
 
 Desane Properties Pty Limited:  Dividend paid     800  - 
 Desane Hire Services Pty Limited:  Dividend paid     95  750 
 Desane Contracting Pty Limited:  Dividend paid     200  - 
 
 All transactions are under normal commercial terms and conditions. 
 
 Directors 
 
 The names of persons who were directors of the parent entity during the financial year are as follows: 
 

• Phil Montrone 
• John Blair Sheehan 
• Anthony Gelonesi 

 
 Information on the remuneration of directors and executives is set out in note 5. 
 
 Mansfield Holdings Pty Ltd, an entity 50% owned by the Managing Director, Mr Phil Montrone, in June 2005 

purchased three small industrial units in a complex at 89 Derby Street, Silverwater from Desane Properties 
Pty Ltd for the sum of $1,380,000.  This transaction was conducted at arms length.  The properties 
involved were settled prior to 31 August 2005 and all amounts due have been collected. 

 
 Apart from the details disclosed in these notes no director has entered into a material contract since the 

end of the previous financial year and there were no material contracts involving directors’ interests existing 
at year-end.  The Directors participate in bonus and other share issues under the same terms and 
conditions as other shareholders.  Particulars of Directors’ interests in ordinary shares and options are 
disclosed in the Directors’ Report. 

 
 Superannuation Fund 
 
 Information relating to the Company’s superannuation fund is set out in note 29.  Contributions by the 

parent entity and its controlled entities to the fund during the year totalled $37,592 (2004 - $34,715). 
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28. Commitments for Expenditure 
 
 Capital Expenditure 
 
 (a)    Acquisition and refurbishment of Lidcombe Investment Property 
 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 

  Not later than one year   1,133  2,850  -  - 
 Later than one year but not more 
  than two years   -  -  -  - 
 
        1,133  2,850  -  - 
 
(b)  Contracts to purchase the property at 13 Sirius Road, Lane Cove were exchanged on 10 April, 2005.   

Settlement is scheduled to take place on 30 September, 2005. The purchase price is $2,900,000. 
 
 

   Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 

  Not later than one year   2,320  -  -  - 
 Later than one year but not more 
  than two years   -  -  -  - 
 
        2,320  -  -  - 
 
 

 
29. Superannuation Commitments 
 
 In the case of the employees of the holding company, the Company contributed 9% of each member’s 

salary into the fund nominated by each member.  Group companies contribute a minimum amount equal to 
9% of each member’s salary, plus the cost of the insurance coverage, if required, to insure the provision of 
all benefits to the Fund.  The benefits provided by the accumulation fund are based on the contributions 
and income thereon held by the Fund on behalf of the member.  The 9% contribution made by group 
companies is legally enforceable. 

 
 The Company and its controlled entities have a legally enforceable obligation to contribute to the funds. 
 
 The Directors are not aware of any other changes in circumstances which would have a material impact on 

the overall financial position of the funds. 
 
 Employer contributions to the plans; consolidated, $37,592 (2004 - $34,715) parent entity $37,592 (2004 

- $34,715). 
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30. Contingent Liabilities 
 

(i)  The parent entity has given a letter of support to each of its four controlled entities, to the effect that it 
will not require repayment of the loan funds advanced in the coming year (note 13). 

 
  The shareholders’ funds as at 30 June, 2005, in the controlled entities concerned were: 
 

          2005   2004 
          $’000   $’000 
 

  Desane Estates Pty Limited – net assets     -  - 
  Desane Hire Services Pty Limited – net assets     4  17 
  Desane Contracting Pty Limited – net assets     54  1 
  Desane Properties Pty Limited – net assets     13,476  11,021 
 
 (ii) Pyrmont Bridge Road Joint Venture 
 
  First mortgage security over the property of the Joint Venture has been provided to finance borrowings 

of $2,700,000 at 30 June, 2005.  In addition, the parent entity together with each of the participants in 
the Joint Venture has unconditionally guaranteed, jointly and severally, the secured loan. 

 
  Second mortgage security over the property of the Joint Venture has been provided to finance 

borrowings of $1,150,000 at 30 June, 2005.  The parent entity, together with each of the participants 
in the Joint Venture has unconditionally guaranteed, jointly and severally, the second loan. 

 
(iii) Lilyfield Road Joint Venture 
 
  First mortgage security over the property of the Joint Venture has been provided to finance borrowings 

of $6,500,000 as at 30 June, 2005.  In addition, the parent entity together with the other Joint 
Venturer has unconditionally guaranteed, jointly and severally, the secured loan.   

 
 (iv) Silverwater Property 
 
   The parent entity has guaranteed the repayment of the first mortgage finance secured over the 

Silverwater property (note 11). 
 
 (v) Lidcombe Property 
 
   The parent entity has guaranteed the repayment of the first mortgage finance secured over the 

Lidcombe property (note 21). 
 
 (vi) Orion Road Property 
   
   The parent entity has guaranteed the repayment of the first mortgage finance secured over the 

Lidcombe property (note 21). 
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31. Segmental Information 
 
 (a) Industry Segments 
 
   2005 
 
          Property 
          project 
       Property   management    Property 
       Investment   and resale   services   Other  Consolidated 
       $’000   $’000   $’000   $’000   $’000 
  
Sale to customers 
  outside group   2,206  232  260  2,318  5,016 
 Intersegment sales   -  -  -  -  - 
 
             (note 31(c)) 
 Total revenue   2,206  232  260  2,318  5,016 
              
 Segment operating        (note 31(c)) 
  profit    665  78  52  773  1,568 
 
 Unallocated expenses          (150) 
 
 Group operating 
  profit before income 
  tax             1,418 
 
 Segment assets   36,837  1,858  1,323    40,018 
 
 Unallocated assets           1,809 
 
 Total assets           41,827 

 
(b) Revenue is derived by the industry segments from the following activities: 
 

(i)  Property Project Management and Resale 
 
  Property project management and resale of commercial, industrial and residential properties 

principally in Sydney. 
 
(ii) Property Services 
 
  Property and related services. 
 
(iii) Property Investment 
 
  Rental income from prime real estate investments. 

 
 (c) Other is comprised of: 
 
              Revenue   Profit 
              $’000   $’000 
 
   Interest received        287  287 
   Sale of investment property       2,016  492 
   Sale of plant and equipment       15  (6) 
 
              2,318  773 
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31. Segmental Information (continued) 
 
 (d) Industry Segments (continued) 
 
   2004 
          Property 
          project 
       Property   management    Property 
       Investment   and resale   services   Other  Consolidated 
       $’000   $’000   $’000   $’000   $’000 
  
 Sale to customers 
  outside group   1,770  2,609  879  2,017  7,275 
 Intersegment sales   -  -  -  -  - 
 
             (note 31(g)) 
 Total revenue   1,770  2,609  879  2,017  7,275 
              
 Segment operating        (note 31(g)) 
  profit    870  330  246  365  1,811 
 
 Unallocated expenses          (172) 
 
 Group operating 
  profit before income 
  tax             1,639 
 
 Segment assets   32,521  351  1,740    34,612 
 
 Unallocated assets           584 
 
 Total assets           35,196 
  

(e) Geographical Segments 
 
  The economic entity operates in one geographical segment being New South Wales, Australia. 
 
(f)  Compilation of Segmental Information 
 
  The above segmental information has been compiled in a consistent manner to prior years.  The 

division of the Group’s results and assets into industry segments (the sole management reporting 
segment) has been ascertained by reference to direct identification of assets and revenue/cost centres 
and where interrelated segmental assets and costs exist, an allocation has been calculated on a 
pro-rata basis of the identifiable assets and/or costs.  Intersegment pricing is on an arms-length basis. 

 
(g) Other is comprised of: 

              Revenue   Profit 
              $’000   $’000 
 

  Interest received        212  212 
  Sale of shares in unlisted entity       1,776  133 
  Sale of plant and equipment       29  20 
 

              2,017  365 
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32. Reconciliation of Net Cash Inflow/(Outflow) from Operating Activities to Operating Profit After Income Tax 
 
    Consolidated   Parent Entity  
    2005   2004   2005   2004 
    $’000   $’000   $’000   $’000 
 
 Operating profit after income tax   1,418  1,639  479  812 
  
 Add/(less) non cash items: 
 
 Depreciation and amortisation   25  27  25  21 
 Provision for doubtful debts   -  -  -  - 
 (Profit)/loss on sale of shares in 
  associated entity     -  -  -  - 
 (Profit)/loss on sale of property, 
  plant and equipment    6  (120)  6  - 
       Share of associated companies net 
  profit after income tax and 
  dividends       (26)  (103)  -  - 
 
 Change in operating assets and 
 liabilities: 
 
 (Increase)/decrease in trade debtors  191  55  58  (58) 
 (Increase)/decrease in other debtors  (2,264)  11  251  2 
 (Increase)/decrease in inventories  -  1,946  -  - 
 (Decrease)/increase in trade 
  creditors       (8)  132  (55)  10 
 (Decrease)/increase in other 
  creditors       (19)  10  (3)  (8) 
 (Decrease)/increase in provisions  (21)  11  (21)  11 
 Release of provision for diminution 
  in value of loans     -  -  -  (259) 
 
 Net cash inflow/(outflow) from 
  operating activities     (698)  3,608  740  531 
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The Directors of Desane Group Holdings Limited declare that: 
 
1. The financial statements and notes, as set out on pages 11 to 49 are in accordance with the Corporations 

Act 2001 and: 
 
 (a)  Comply with Accounting Standards and the Corporations Regulations 2001; and 
 
 (b)  Give a true and fair view of the financial position as at 30 June 2005 and of the performance for the 

year ended on that date of the company and economic entity; 
 
2. The chief executive officer and the chief finance officer have each declared that: 
 
 (a)  The financial records of the Company for the financial year have been properly maintained in 

accordance with Section 286 of the Corporations Act 2001; 
 
 (b)  The financial statements and notes for the financial year comply with the Accounting Standards; and 
 
 (c)  The financial statements and notes for the financial year give a true and fair view. 
 
 
3. In the directors’ opinion, there are reasonable grounds to believe that the company will be able to pay its 

debts as and when they become due and payable. 
 
 
 
This declaration is made in accordance with a resolution of the Board of Directors. 
 
 

 
J B Sheehan 
Director 
 
 
 

 
 
P Montrone 
Director 
 
 
 
 
 
 
Sydney 
2 September 2005 
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INDEPENDENT AUDIT REPORT TO THE MEMBERS 
DESANE GROUP HOLDINGS LIMITED and Controlled Entities 

 
 
Scope 
 
The Financial Report and Directors’ Responsibility 
 
The financial report comprises the statement of financial position, statement of financial performance, statement of 
cash flows, accompanying notes to the financial statements, and the directors’ declaration for Desane Group Holdings 
Limited (the parent company) and Desane Group Holdings Limited (the consolidated entity), for the year ended 30 
June 2005.  The consolidated entity comprises both the parent company and the entities it controlled during the year. 
 
The directors of the company are responsible for the preparation and true and fair presentation of the financial report 
in accordance with the Corporations Act 2001.  This includes responsibility for the maintenance and adequate 
accounting records and internal controls that are designed to prevent and detect fraud and error, and for the 
accounting policies and accounting estimates inherent in the financial report. 
 
Audit Approach 
 
I conducted an independent audit in order to express an opinion to the members of the company.  My audit was 
conducted in accordance with Australian Auditing Standards, in order to provide reasonable assurance as to whether 
the financial report is free of material misstatement.  The nature of an audit is influenced by factors such as the use of 
professional judgement, selective testing, the inherent limitations of internal control, and the availability of persuasive 
rather than conclusive evidence.  Therefore, an audit cannot guarantee that all material misstatements have been 
detected. 
 
I performed procedures to assess whether in all material respects the financial report presents fairly, in accordance 
with the Corporations Act 2001, including compliance with Accounting Standards and other mandatory financial 
reporting requirements in Australia, a view which is consistent with my understanding of the company’s and the 
Consolidated Entity’s financial position, and of their performance as represented by the results of their operations and 
cash flows. 
 
I formed my audit opinion on the basis of these procedures, which included: 
 
 Examining, on a test basis, information to provide evidence supporting the amounts and disclosures in the 

financial report; and 
 Assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of 

significant accounting estimates made by the directors. 
 
While I considered the effectiveness of management’s internal controls over financial reporting when determining the 
nature and extent of our procedures, my audit was not designed to provide assurance on internal controls. 
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Independence 
 
In conducting my audit, I have followed applicable independence requirements of Australian professional ethical 
pronouncements and the Corporations Act 2001. 
 
Audit Opinion 
 
In my opinion, the financial report of Desane Group Holdings Limited: 
 
 Gives a true and fair view, as required by the Corporations Act 2001 in Australia, of the financial position of 

Desane Group Holdings Limited (defined below) as at 30 June 2005 and of their performance for the year ended 
on that date; and 

 
 Is presented in accordance with the Corporations Act 2001, Accounting Standards and other mandatory financial 

reporting requirements in Australia, and the Corporations Regulations 2001. 
 
 
 
 
 

 
G GREEN, FCA 
CHARTERED ACCOUNTANT 
 
 
Sydney 
2 September 2005 
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Dividends 
 

 Date the dividend (distribution) is payable 2 DECEMBER 2005 
   
 Record date to determine entitlements to the dividend 

(distribution) (ie, on the basis of proper instruments of transfer 
received by 5.00 pm if securities are not CHESS approved, or 
security holding balances established by 5.00 pm or such later 
time permitted by SCH Business Rules if securities are 
CHESS approved) 

 
18 NOVEMBER 2005 

   
 If it is a final dividend, has it been declared? 

 
NO 
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Amount per security 
 

 Amount per 
security 

Franked 
amount per 
security at 
38% tax  

Amount per 
security of 

foreign source 
dividend 

 
Final dividend:   Current year 2.0¢

 
0.76¢  -¢

 
  Previous year 

 
2.0¢

 
1.20¢ 

 
-¢

 
Interim dividend: Current year -¢

 
- ¢  -¢

 
  Previous year 

 
-¢

 
-¢ 

 
-¢

 
 
Total dividend (distribution) per security (interim plus final) 
 
  Current Period Previous  

corresponding 
period 

 
 

 
Ordinary securities 2.0¢ 2.0¢

 
 

 
Preference securities -¢ -¢

 
 
NTA backing 
 

 Current period 
 

Previous 
corresponding 

period 
 
 

 
Net tangible asset backing per Ordinary 
security 

 
91 cents

 
91 cents

 
 
Control gained over entities having material effect 
 

 Name of entity (or group of entities) 
 

 
NOT APPLICABLE 

   
 Consolidated profit (loss) from ordinary activities and 

extraordinary items after tax of the controlled entity (or 
group of entities) since the date in the current period on 
which control was acquired 

 
$- 

 
 

 
Date from which such profit has been calculated 
 

 
 

 Profit (loss) from ordinary activities and extraordinary 
items after tax of the controlled entity (or group of entities) 
for the whole of the previous corresponding period 
 

 
$- 
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Loss of control of entities having material effect 
 
 Name of entity (or group of entities) 

  
NOT APPLICABLE 

   
 Consolidated profit (loss) from ordinary activities and 

extraordinary items after tax of the controlled entity (or group 
of entities) for the current period to the date of loss of control 

 
$- 

 Date to which the profit (loss) in item 14.2 has been calculated  

 Consolidated profit (loss) from ordinary activities and 
extraordinary items after tax of the controlled entity (or group 
of entities) while controlled during the whole of the previous 
corresponding period 
 

 
$- 

 Contribution to consolidated profit (loss) from ordinary 
activities and extraordinary items from sale of interest leading 
to loss of control 

 
$- 

 
 
Details of aggregate share of profits (losses) of associates and joint venture 
entities 

 
Group’s share of associates’ and joint venture 
entities’: 

Current period 
$A'000 

Previous 
corresponding period 
- $A'000 

 Profit (loss) from ordinary activities before tax 859 501 

 Income tax on ordinary activities (182) (123) 

 Profit (loss) from ordinary activities after 
tax 

677 378 

 Extraordinary items net of tax - - 

 Net profit (loss) 677 378 

 Adjustments - - 

 Share of net profit (loss) of associates and 
joint venture entities  

 
677 

 
378 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

 
 
30/6/2005 Appendix 4E – Preliminary Final Report Page 56 

 
Material interests in entities which are not controlled entities 
The economic entity has an interest (that is material to it) in the following entities.  (If the interest was acquired or 
disposed of during either the current or previous corresponding period, indicate date of acquisition (“from dd/mm/yy”) 
or disposal (“to dd/mm/yy”).) 
 

Name of entity Percentage of ownership 
interest held at end of period or 
date of disposal 

Contribution to net profit (loss)  

 Equity accounted 
associates and 
joint venture 
entities 

Current 
period 

Previous 
corresponding 
period 

Current period 
$A’000 

Previous 
corresponding 
period - 
$A’000 

 
Samvoni Pty Ltd / 
Tuta Properties Pty 
Ltd 
 
Pyrmont Bridge Rd 
Joint Venture 
 
Lilyfield Road Joint 
Venture 

 
50.000% 
 
 
 
 
16.667% 
 
 
70.000% 

 
50.000% 
 
 
 
 
16.667% 
 
 
70.000% 

 
326 

 
 
 
 

75 
 
 

276 

 
103 

 
 
 
 

58 
 
 

217 
 
 Total 

           677          378 

 
 Other material 

interests 

    

 
 
 
 

    

 
 Total 

  677 378 
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Comments by directors 
 

1. The company anticipates that it will pay another  partly Franked Dividend next year. 
2. There are no anticipated contingent liabilities as at 30 June 2005. 

 
 
Annual meeting 
 

The annual meeting will be held as follows: 

Place  68-72 Lilyfield Rd ROZELLE 

Date 26 OCTOBER 2005 

Time 10.00 AM 

Approximate date the annual report will be 
available 

26 SEPTEMBER 2005 

 
 
Compliance statement 
 

1. This report has been prepared in accordance with AASB Standards, other AASB authoritative 
pronouncements and Urgent Issues Group Consensus Views or other standards acceptable to 
ASX.  

 
2. This report, and the accounts upon which the report is based (if separate), use the same 

accounting policies. 
 

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

4. This report is based on accounts to which one of the following applies. 
 (Tick one) 

X The accounts have been 
audited.  A copy of the 
Auditor’s Report is attached. 
 

 The accounts have been 
subject to review. 
 

 The accounts are in the 
process of being audited or 
subject to review. 

 The accounts have not yet 
been audited or reviewed. 

 
5. The entity has a formally constituted audit committee. 

 
 

   
Sign here:  ............................................................ Date: 2 SEPTEMBER 2005 

(Director/Company Secretary)  
 
 
Print name:  JOHN BARTHOLOMEW 
  
 


