


Independence

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

Auditor’s Opinion
In our opinion:

(a) the financial report of Empire Beer Group Limited is in accordance with the Corporations
Act 2001, including:

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

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

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

Material uncertainty regarding continuation as a going concern

Without qualification to the audit opinion expressed above, attention is drawn to the following
matter. As a result of the matters detailed in Note 1 (a), there is material uncertainty whether
the company and it's controlled entities will be able to continue as a going concern and
therefore whether it will realise its assets and extinguish its liabilities in the normal course of
business and at the amounts stated in the financial report.

Report on the Remuneration Report

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

Auditor’s Opinion

In our opinion, the Remuneration Report of Empire Beer Group Limited for the year ended 30
June 2008, complies with section 300A of the Corporations Act 2001.

BDO Kendalls Audit & Assurance (WA) Pty Ltd

Peter Toll
Director

Perth, Western Australia
Dated this 18" day of September 2008



BDO Kendalls BDO Kendalls Audit & Assurance (WA) Pty Ltd
B D O 128 Hay Street
SUBIACO WA 6008
A —————.

PO Box 700

SUBIACO WA 6872
Phone 61 8 9380 8400
Fax 61 8 9380 8499
aa.perth@bdo.com.au
www.bdo.com.au

ABN 79 112 284 787

18 September 2008

The Directors

Empire Beer Group Limited
Suite 5, 531 Hay Street
SUBIACO WA 6008

Dear Sirs

DECLARATION OF INDEPENDENCE BY PETER TOLL TO THE DIRECTORS OF EMPIRE
BEER GROUP LIMITED

As lead auditor of Empire Beer Group Limited for the year ended 30 June 2008, | declare
that, to the best of my knowledge and belief, there have been no contraventions of:

e the auditor independence requirements of the Corporations Act 2001 in relation to the
audit; and

e any applicable code of professional conduct in relation to the audit.

This declaration is in respect of Empire Beer Group Limited and the entities it controlled
during the period.

. Jl.gév' o f/

Peter Toll
Director

500 Kevolalls

BDO Kendalls Audit & Assurance (WA) Pty Ltd
Subiaco, Perth WA

BDO Kendalls is a national association of
separate partnerships and entities

21



Empire Beer Group Limited
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Income Statement
For the year ended 30 June 2008

Note Consolidated Parent Entity
2008 2007 2008 2007
$ $ $ $
Revenue from continuing operations 5 7,441,940 682,098 92,672 177,808
Cost of goods sold (2,369,419) (181,798) - -
Employee benefits expense (3,921,335) (1,066,268) (783,995) (799,633)
Sales and marketing expenses (288,401) (83,744) (13,823) (41,600)
Depreciation expense (236,211) (176,427) (4,943) (2,478)
Write-down of investment in subsidiary - - (986,913) (5,516,209)
Write-down of intercompany loans - (885,262)  (1,251,234)
Impairment of property plant & equipment 6 (694,715) - - -
Impairment of goodwill and intangibles 6 (951,417)  (5,131,136) - -
Finance and interest expense (151,465) (37,111) (79,504) (1,316)
Consumables (195,598) -
Occupancy costs (505,477) (80,927) (39,127) (22,610)
Other expenses (1,701,940) (818,018) (870,297) (687,386)
Loss before income tax (3,574,038)  (6,893,331)  (3,571,192)  (8,145,158)
Income tax benefit 7 129,491 80,570 -
Loss for the year (3,444547)  (6,893,331)  (3,490,622)  (8,145,158)
Loss attributable to members of Empire
Beer Group limited (3,444547)  (6,893,331)  (3,490,622)  (8,145,158)
Earnings per share (cents per share)
- basic loss per share 8 (0.10) (0.38) -

The above income statements are to be read in conjunction with the accompanying notes,
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Balance Sheet

As at 30 June 2008
Note Consolidated Parent Entity
2008 2007 2008 2007
$ $ $ $
ASSETS
Current Assets
Cash and cash equivalents 9 306,501 4,290,400 237,656 3,892,960
Trade and other receivables 10 350,392 186,801 3,085,222 147,755
Inventory 11 154,858 28,142 -
Total Current Assets 811,751 4,505,343 3,322,878 4,040,715
Non-Current Assets
Financial assets 12 986,915
Property, plant and equipment 13 1,980,220 2,219,508 1,101 9,547
Intangible assets 14 2,470,941 87,546 -
Total Non-current Assets 4,451,161 2,307,054 1,101 996,462
TOTAL ASSETS 5,262,912 6,812,397 3,323,979 5,037,177
LIABILITIES
Current Liabilities
Trade and other payables 15 996,347 231,162 355,314 107,767
Borrowings 16 1,488,454 400,000 1,488,454
Total Current Liabilities 2,484,801 631,162 1,843,768 107,767
TOTAL LIABILITIES 2,484,801 631,162 1,843,768 107,767
NET ASSETS 2,778,111 6,181,235 1,480,211 4,929,410
EQUITY
Contributed equity 17 12,261,878 12,235,205 12,261,878 12,235,205
Accumulated losses 18(b)  (10,337,878)  (6,893,331) (11,635,778)  (8,145,156)
Reserves 18(a) 854,111 839,361 854,111 839,361
TOTAL EQUITY 2,778,111 6,181,235 1,480,211 4,929,410

The above balance sheets are to be read in conjunction with the accompanying notes.
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Statement of Recognised Income and Expense

For the year ended 30 June 2008

Note Consolidated Parent Entity
2008 2007 2008 2007
$ $ $ $
Total equity at the beginning of the
financial year 6,181,235 4,929,410 -
Net income recognised directly in equity
Loss for the year (3,444547)  (6,893,331)  (3,490,622)  (8,145,156)
Total recognised income and expense for
the year (3,444 547)  (6,893,331)  (3,490,622)  (8,145,156)
Transactions with equity holders in their
capacity as equity holders
- Contributions of equity net of transactions
costs 17 26,673 12,235,205 26,673 12,235,205
- Option premium reserve 18(i) 510,786 510,786
- Share based payment reserve 184ii) 14,750 328,575 14,750 328,575
Total equity at the end of the year 2,778,111 6,181,235 1,480,211 4,929,410

The statement of recognised income and expense is to be read in conjunction with the accompanying notes.
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Cash Flow Statement
For the year ended 30 June 2008

Note Consolidated Parent Entity
2008 2007 2008 2007
$ $ $ $
Cash flows from operating activities
Receipts from customers (inclusive of GST) 7,380,249 507,235 -
Payments to suppliers and employees
(inclusive of GST) (8,255,053)  (1,872,936)  (1,413,322)  (1,139,438)
Interest and other finance costs paid (151,465) - (79,504) -
Interest received 34,421 177,843 17,805 177,808
Other receipts 17,000 17,000 -
Net cash flows used in operating activities 22 (974,848)  (1,187,858)  (1,458,021) (961,630)
Cash flows from investing activities
Purchase of plant and equipment (311,417) (72,248) (4,647) (12,025)
Payments for other non-current assets (120,664) (120,664)
Acquisition of subsidiary, net of cash acquired 19 (3,786,088) (394,035) - (226,693)
Loan to related parties (3,681,090) (1,251,233)
Net cash flows used in investing activities (4,097,505) (586,947)  (3,685,737)  (1,610,615)
Cash flows from financing activities
Proceeds from borrowings 913,454 913,454 -
Proceeds from issue of shares - 7,223,353 7,223,353
Payment of share issue and IPO costs (758,148) (758,148)
Proceeds from issue of convertible note 575,000 575,000 -
Repayment of borrowings (400,000) (400,000) -
Net cash flows from financing activities 1,088,454 6,065,205 1,488,454 6,465,205
Net increase in cash and cash equivalents (3,983,899) 4,290,400 (3,655,304) 3,892,960
Cash and cash equivalents at beginning of
period 4,290,400 3,892,960
Cash and cash equivalents at end of
period 9 306,501 4,290,400 237,656 3,892,960

Financing arrangements
Non-cash financing and investing activities 27

The above cash flow statements are to be read in conjunction with the accompanying notes.
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Notes to the Financial Statements

1.

Summary of significant accounting policies

The principal accounting policies adopted in the preparation of the financial report are set out below. These
policies have been consistently applied to all the years presented, unless otherwise stated. The financial
report includes separate financial statements for Empire Beer Group Limited as an individual entity and the
consolidated entity consisting of Empire Beer Group Limited and its subsidiaries.

(@)

Basis of preparation

This general purpose financial report has been prepared in accordance with Australian Accounting
Standards, other authoritative pronouncements of the Australian Accounting Standards Board,
Australian Accounting Interpretations and the Corporations Act 2001.

Compliance with IFRSs

Australian Accounting Standards include Australian equivalents to International Financial Reporting
Standards (AIFRS). Compliance with AIFRS ensures that the Financial Statements and notes of
Empire Beer Group Limited comply with International Financial Reporting Standards (IFRS).

Historical cost convention

These financial statements have been prepared under the historical cost convention, as modified by
the revaluation of available for sale financial assets, financial assets and liabilities (including derivative
instruments) at fair value through profit or loss, certain classes of property, plant and equipment and
investment property.

Critical accounting estimates

The preparation of financial statements in conformity with AIFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of
applying the Group’s accounting policies. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the financial statements are
disclosed in the notes as required (refer note 2).

Going concern

The annual financial report has been prepared on a going concern basis, which contemplates
continuity of normal business activities and the realisation of assets and settlement of liabilities in the
ordinary course of business. The Group incurred an net loss after tax of $3,444,547 for the year and at
30 June 2008 had positive net assets of $2,778,111 and $306,501 of cash.

The ability of the Group to continue paying its debts as and when they fall due is dependent upon the
following:

e Settlement of the sale of its main business operations; or
e Raising addition funds through debt or equity markets (as an when required); or
e Pursing new business opportunities as they arise.

On settlement of the sale of the businesses, the Group will utilise the proceeds to repay the
borrowings of $1,488,454 and settle its creditors. The Group plans to invest the net proceeds from the
sale into pursing new business opportunities and has already undertaken steps to limit its cash burn
rate moving forward. Should settlement of the businesses not proceed the Group will seek to raise
additional equity or debt funding (as and when required) to pursue new business opportunities. Based
upon the Groups revised strategy of disposing of its main operating businesses and pursing new
business opportunites this will reduce the impact on the current working capital requirements, reduce
the debt and the cash burn rate of the Group. The Directors are of the opinion that there are
reasonable grounds to believe the Group will be able to pay its debts as and when they become due
and payable.
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Notes to the Financial Statements (continued)

1.

Summary of significant accounting policies (cont’d)

Principles of consolidation

Subsidiaries

The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of Empire
Beer Group Limited ("company” or “parent entity”) as at 30 June 2008 and the results of all
subsidiaries for the year then ended. Empire Beer Group Limited and its subsidiaries together are
referred to in this financial report as the Group or the consolidated entity.

Subsidiaries are all those entities (including special purpose entities) over which the Group has the
power to govern the financial and operating policies, generally accompanying a shareholding of more
than one-half of the voting rights. The existence and effect of potential voting rights that are currently
exercisable or convertible are considered when assessing whether the Group controls another entity.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are
de-consolidated from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group
(refer to note 1(g)).

Intercompany transactions, balance and unrealised gains on transactions between Group companies
are eliminated. Unrealised losses are also eliminated unless the transaction proves evidence of the
impairment of the asset transferred. Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by the Group.

Minority interest in the results and equity of subsidiaries are shown separately in the consolidated
income statement and balance sheet respectively.

Investments in subsidiaries are accounted for at cost in the individual financial statements of Empire
Beer Group Limited.

Segment reporting

A business segment is identified for a group of assets and operations engaged in providing products
or services that are subject to risks and returns that are different to those of other business segments.
A geographical segment is identified when products or services are provided within a particular
economic environment subject to risks and returns that are different from those of segments operating
in other economic environments.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Amounts disclosed
as revenue are net of returns, trade allowances, rebates and amounts collected on behalf of third
parties.

The Group recognises revenue when the amount of revenue can be reliably measured, it is probable
that future economic benefits will flow to the entity and specific criteria have been met for each of the
Group’s activities as described below. The amount of revenue is not considered to be reliably
measurable until all contingencies relating to the sale have been resolved. The Group bases its
estimates on historical results, taking into consideration the type of customer, the type of transaction
and the specifics of each arrangement.
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Notes to the Financial Statements (continued)

Summary of significant accounting policies (cont’d)

Revenue recognition (cont'd)

Revenue is recognised for the major business activities as follows:

0] Sale of goods
Revenue from sales of goods is recorded when goods have been despatched to a customer
pursuant to a sales order.

(i)  Interestincome
Interest revenue is recognised on a proportional basis taking into account the interest rates
applicable to the financial assets.

(i)  Research and Development Tax Rebate
The research and development tax rebate is recognised on lodgement of Annual Company Tax
Return.

Income tax

The income tax expense or revenue for the period is the tax payable on the current period’s taxable
income based on the national income tax rate for each jurisdiction adjusted by changes in deferred tax
assets and liabilities attributable to temporary differences and to unused tax losses.

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated financial
statements.

However, the deferred income tax is not accounted for if it arises from initial recognition of an asset or
liability in a transaction other than a business combination that at the time of the transaction affects
neither accounting nor taxable profit or loss. Deferred income tax is determined using tax rates (and
laws) that have been enacted or substantially enacted by the balance sheet date and are expected to
apply when the related deferred income tax asset is realised or the deferred income tax liability is
settled.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if
it is probable that future taxable amounts will be available to utilise those temporary differences and
losses. Deferred tax liabilities and assets are not recognised for temporary differences between the
carrying amount and tax bases of investments in controlled entities where the parent entity is able to
control the timing of the reversal of the temporary differences and it is probable that the differences will
not reverse in the foreseeable future.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current
tax assets and liabilities and when the deferred tax balances relate to the same taxation authority.
Current tax assets and tax liabilities are offset where the entity has a legally enforceable right to offset
and intends either to settle on a net basis, or to realise the asset and settle the liability simultaneously.
Current and deferred tax balances attributable to amounts recognised directly in equity are also
recognised directly in equity.
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Notes to the Financial Statements (continued)

1.

)

Summary of significant accounting policies (cont’d)

Income tax (cont'd)

Tax consolidation legislation
Empire Beer Group Limited and its wholly owned Australian controlled entities have implemented the
tax consolidation legislation.

The head entity, Empire Beer Group Limited, and the controlled entities in the tax consolidated group
account for their own current and deferred tax amounts. These tax amounts are measured as if each
entity in the tax consolidated group continues to be a stand alone payer in its own right.

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

Assets or liabilities arising under tax funding agreements with the tax consolidated entities are
recognised as amounts receivable from or payable to other entities in the Group. Details about the tax
funding agreement are disclosed in note 7.

Any difference between the amounts assumed and amounts receivable or payable under the tax
funding agreement are recognised as a contribution (or distributions from) wholly-owned tax
consolidated entities.

Leases

Leases of property, plant and equipment where the Group, as lessee, has substantially all the risks
and rewards of ownership are classified as finance leases. Finance leases are capitalised at the
lease’s inception at the fair value of the leased property or, if lower, the present value of the minimum
lease payments. The corresponding rental obligations, net of finance charges, are included in other
short-term and long-term payables. Each lease payment is allocated between the liability and finance
cost. The finance cost is charged to the income statement over the lease period so as to produce a
constant periodic rate of interest on the remaining balance of the liability for each period. The property,
plant and equipment acquired under finance leases are depreciated over the shorter of the asset’s
useful life and the lease term.

Leases in which a significant portion of the risks and rewards of ownership are not transferred to the
Group as lessee are classified as operating leases (note 20). Payments made under operating leases
(net of any incentives received from the lessor) are charged to the income statement on a straight-line
basis over the period of the lease.
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Notes to the Financial Statements (continued)

1.

Summary of significant accounting policies (cont’d)

Business combinations

The purchase method of accounting is used to account for all business combinations, including
business combinations involving entities or businesses under common control, regardless of whether
equity instruments or other assets are acquired. Cost is measured as the fair value of the assets
given, equity instruments issued or liabilities incurred or assumed at the date of exchange plus costs
directly attributable to the acquisition. Where equity instruments are issued in an acquisition, the fair
value of the instruments is their published market price as at the date of exchange unless, in rare
circumstances, it can be demonstrated that the published price at the date of exchange is an
unreliable indicator of fair value and that other evidence and valuation methods provide a more
reliable measure of fair value. Transaction costs arising on the issue of equity instruments are
recognised directly in equity.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination
are measured initially at their fair values at the acquisition date, irrespective of the extent of any
minority interest. The excess of the cost of acquisition over the fair value of the Group’s share of the
identifiable net assets acquired is recorded as goodwill (refer to note 1(0)). If the cost of acquisition is
less than the Group’s share of the fair value of the identifiable net assets of the subsidiary acquired,
the difference is recognised directly in the income statement, but only after a reassessment of the
identification and measurement of the net assets acquired.

Where settlement of any part of cash consideration is deferred, the amounts payable in the future are
discounted to their present value as at the date of exchange. The discount rate used is the entity’s
incremental borrowing rate, being the rate at which a similar borrowing could be obtained from an
independent financier under comparable terms and conditions.

Impairment of assets

Goodwill and intangible assets that have an indefinite useful life are not subject to amortisation and
are tested annually for impairment, or more frequently if events or changes in circumstances indicate
that they might be impaired. Other assets are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is
recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. For the
purposes of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash inflows which are largely independent of the cash inflows from other
assets or groups of assets (cash-generating units). Non-financial assets other than goodwill that
suffered an impairment are reviewed for possible reversal of the impairment at each reporting date.

Cash and cash equivalents

For cash flow statement presentation purposes, cash and cash equivalents includes cash on hand,
deposits held at call with financial institutions, other short-term, highly liquid investments with original
maturities of three months or less that are readily convertible to known amounts of cash and which are
subject to an insignificant risk of changes in value, and bank overdrafts.

Bank overdrafts are shown within borrowings in current liabilities on the balance sheet.
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Notes to the Financial Statements (continued)

Summary of significant accounting policies (cont’d)
Trade receivables

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method, less provision for impairment. Trade receivables are generally due
for settlement within 30 days.

Recoverability of trade receivables is reviewed on an ongoing basis. Debts which are known to be
uncollectible are written off. A provision for impairment of trade receivables is established when there
is objective evidence that the Group will not be able to collect all amounts due according to the original
terms of the receivables. Significant financial difficulties of the debtor, probability that the debtor will
enter bankruptcy or financial reorganisation, and default or delinquency in payments (more than 30
days overdue) are considered indicators that the trade receivable is impaired. The amount of the
provision is the difference between the asset’s carrying amount and the present value of estimated
future cash flows, discounted at the original effective interest rate. Cash flows relating to short-term
receivables are not discounted if the effect of discounting is immaterial. The amount of the provision is
recognised in the income statement in other expenses.

The amount of the impairment loss is recognised in the income statement within other expenses.
When a trade receivable for which an impairment allowance had been recognised becomes
uncollectible in a subsequent period, it is written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited against other expense in the income
statement.

Inventories

Raw materials and stores, work in progress and finished goods

Raw materials and stores, work in progress and finished goods are stated at the lower of cost and net
realisable value. Cost comprises direct materials, direct labour and an appropriate proportion of
variable and fixed overhead expenditure, the latter being allocated on the basis of normal operating
capacity. They include the transfer from equity of any gains/losses on qualifying cash flow hedges
relating to purchases of raw material. Costs are assigned to individual items of inventory on basis of
weighted average costs. Costs of purchased inventory are determined after deducting rebates and
discounts. Net realisable value is the estimated selling price in the ordinary course of business less the
estimated costs of completion and the estimated costs necessary to make the sale.

Investments and other financial assets

Classification

The Group classifies its investments in the following categories: loans and receivables and available-
for-sale financial assets. The classification depends on the purpose for which the investments were
acquired.
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Notes to the Financial Statements (continued)

1.

Summary of significant accounting policies (cont’d)

Investments and other financial assets (cont'd)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. They are included in current assets, except for those with maturities
greater than 12 months after the balance sheet date which are classified as non-current assets. Loans
and receivables are included in trade and other receivables in the balance sheet (notes 10) and
borrowings (note 16).

Recognition and de-recognition

Regular purchases and sales of financial assets are recognised on trade-date being the date on which
the Group commits to purchase or sell the asset. Financial assets are derecognised when the rights to
receive cash flows from the financial assets have expired or have been transferred and the Group has
transferred substantially all the risks and rewards of ownership.

When securities classified as available-for-sale are sold, the accumulated fair value adjustments
recognised in equity are included in the income statement as gains and losses from investment

securities.

Subsequent measurement
Loans and receivables are carried at amortised cost using the effective interest method.

Details on how the fair value of financial instruments is determined are disclosed in note 4.
Impairment
The Group assesses at each balance date whether there is objective evidence that a financial asset or

group of financial assets is impaired.

Property, Plant and equipment

Property, Plant and equipment is stated at cost less accumulated depreciation and any impairment.
Cost includes expenditure that is directly attributable to the acquisition of the item.

Buildings are depreciated on a straight-line basis over the estimated useful life of the asset and all
other assets are depreciated using the diminishing value method as follows:

Motor vehicles - 6to 8 years
Buildings - 20 to 40 years
Plant and equipment - 3to 20 years

Leasehold improvements - 40 years

The assets useful lives and residual values are reviewed, and adjusted if appropriate, at each balance
sheet date.
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Notes to the Financial Statements (continued)

1.

(0)

(@)

Summary of significant accounting policies (cont’d)

Intangible assets

0] Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s
share of the net identifiable assets of the acquired subsidiary/associate at the date of
acquisition. Goodwill on acquisitions of subsidiaries is included in intangible assets. Goodwill on
acquisitions of associates is included in investments in associates. Goodwill is not amortised.
Instead, goodwill is tested for impairment annually, or more frequently if events or changes in
circumstances indicate that it might be impaired, and is carried at cost less accumulated
impairment losses. Gains and losses on the disposal of an entity include the carrying amount of
goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. As at
acquisition date, any goodwill acquired is allocated to each of the cash-generating units
expected to benefit from the combination synergies.

(i)  Liquor Licences and intellectual property
Liquor licences and intellectual property are valued at cost. Liquor licences and intellectual
property are considered to have an indefinite useful life. As a consequence no amortisation has
been charged. They are tested for impairment annually and whenever an indication of
impairment exists. Any impairment is recognised immediately in profit or loss.

Trade and other payables

These amounts represent liabilities for goods and services provided to the Group prior to the end of
financial year which are unpaid. The amounts are unsecured and are usually paid within 30 days of
recognition.

Borrowings

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are
subsequently measured at amortised cost. Any difference between the proceeds (net of transaction
costs) and the redemption amount is recognised in the income statement over the period of the
borrowings using the effective interest method. Fees paid on the establishment of loan facilities, which
are not an incremental cost relating to the actual draw-down of the facility, are recognised as
prepayments and amortised on a straight-line basis over the term of the facility.

Borrowings are removed from the balance sheet when the obligation specified in the contract is
discharged, cancelled or expired. The difference between the carrying amount of a financial liability
that has been extinguished or transferred to another party and the consideration paid, including any
non-cash assets transferred or liabilities assumed, is recognised in other income or other expenses.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer
settlement of the liability for at least 12 months after the balance sheet date.
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Notes to the Financial Statements (continued)

1.

Summary of significant accounting policies (cont’d)

Employee benefits

(i)

(ii)

(iii)

Wages and salaries, annual leave and sick leave

Liabilities for wages and salaries, including non-monetary benefits, annual leave and
accumulating sick leave expected to be settled within 12 months of the reporting date are
recognised in other payables in respect of employees’ services up to the reporting date and are
measured at the amounts expected to be paid when the liabilities are settled.

Long service leave

The liability for long service leave is recognised in the provision for employee benefits and
measured as the present value of expected future payments to be made in respect of services
provided by employees up to the reporting date using the projected unit credit method.
Consideration is given to expected future wage and salary levels, experience of employee
departures and periods of service. Expected future payments are discounted using market
yields at the reporting date on national government bonds with terms to maturity and currency
that match, as closely as possible, the estimated future cash outflows.

Share-based payments
Share-based compensation benefits are provided to employees via the Empire Beer Group
Employee Option Plan and an employee share scheme.

The fair value of options granted under the Empire Beer Group Employee Option Plan is
recognised as an employee benefit expense with a corresponding increase in equity. The fair
value is measured at grant date and recognised over the period during which the employees
become unconditionally entitled to the options.

The fair value at grant date is independently determined using a Black-Scholes option pricing
model that takes into account the exercise price, the term of the option, the impact of dilution,
the share price at grant date and expected price volatility of the underlying share, the expected
dividend yield and the risk free interest rate for the term of the option.

The fair value of the options granted is adjusted to reflect market vesting conditions, but
excludes the impact of any non-market vesting conditions (for example, profitability and sales
growth targets).

Non-market vesting conditions are included in assumptions about the number of options that are
expected to become exercisable. At each balance sheet date, the entity revises its estimate of
the number of options that are expected to become exercisable. The employee benefit expense
recognised each period takes into account the most recent estimate. The impact of the revision
to original estimates, if any, is recognised in the income statement with a corresponding
adjustment to equity.

Under the employee share scheme, shares issued by the Empire Beer Group Employee Share
Plan to employees for no cash consideration vest immediately on grant date. On this date, the
market value of the shares issued is recognised as an employee benefits expense with a
corresponding increase in equity.
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1.

Summary of significant accounting policies (cont’d)

Contributed equity

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a
deduction, net of tax, from the proceeds. Incremental costs directly attributable to the issue of new
shares or options for the acquisition of a business are not included in the cost of the acquisition as part
of the purchase consideration.

Earnings per share

0] Basic earnings per share
Basic earnings per share is calculated by dividing the profit attributable to equity holders of the
company, excluding any costs of servicing equity other than ordinary shares, by the weighted
average number of ordinary shares outstanding during the financial year, adjusted for bonus
elements in ordinary shares issued during the year.

(i)  Diluted earnings per share
Diluted earnings per share adjusts the figures used in the determination of basic earnings per
share to take into account the after income tax effect of interest and other financing costs
associated with dilutive potential ordinary shares and the weighted average number of shares
assumed to have been issued for no consideration in relation to dilutive potential ordinary
shares.

Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST
incurred is not recoverable from the taxation authority. In this case it is recognised as part of the cost
of acquisition of the asset or as part of the expense.

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net
amount of GST recoverable from, or payable to, the taxation authority is included with other
receivables or payables in the balance sheet.

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing

or financing activities which are recoverable from, or payable to the taxation authority, are presented
as operating cash flow.

Non-current assets (or disposal groups) held for sale and discontinued operations

Non-current assets (or disposal groups) are classified as held for sale if their carrying amount will be
recovered principally through a sale transaction rather than through continuing use. They are
measured at the lower of their carrying amount and fair value less costs to sell, except for assets such
as deferred tax assets, assets arising from employee benefits, financial assets, investment property
and non-current biological assets that are carried at fair value and contractual rights under insurance
contracts, which are specifically exempt from this requirement.

Page 35



Empire Beer Group Limited
Annual Report 30 June 2008

Notes to the Financial Statements (continued)

1. Summary of significant accounting policies (cont’d)
(w)  Non-current assets (or disposal groups) held for sale and discontinued operations
An impairment loss is recognised for any initial or subsequent write-down of the asset (or disposal
group) to fair value less costs to sell. A gain is recognised for a any subsequent increases in fair value
less costs to sell of an asset (or disposal group), but not in excess of any cumulative impairment loss
previously recognised. A gain or loss not previously recognised by the date of the sale of the non-
current asset (or disposal group) is recognised at the date of derecognition.
Non-current assets (including those that are part of a disposal group) are not depreciated or amortised
while they are classified as held for sale. Interest and other expenses attributable to the liabilities of a
disposal group classified as held for sale continue to be recognised.
Non-current assets classified as held for sale and the assets of a disposal group classified as held for
sale are presented separately from the other assets in the balance sheet. The liabilities of a disposal
group classified as held for sale are presented separately from other liabilities in the balance sheet.
(x)  New accounting standards and interpretations
Certain new accounting standards and interpretations have been published that are not mandatory for
30 June 2008 reporting periods. The Group’s and the parent entity’s assessment of the impact of
these new standards and interpretations is set out below.
Application Application
. Impact on Compan
Reference Title Summary date of p . pany date for
Financial Report
standard Company
AASB 8 Operating New standard replacing | 1  January ' As this is a disclosure | 1 July 2009
Segments disclosure requirements | 2009 standard only there will be
of AASB 114. no impact on the amounts
disclosed. The company
does not currently required
to report on segments.
AASB 123 Borrowing Revised standard 1 January | As it is the Company's | 1July 2009
Costs requiring the 2009 current policy to capitalise
capitalisation of all interest on qualifying assets,
borrowing costs directly there will be no impact on
attributable to the the Company’s financial
acquisition, construction statements.
or production of a
qualifying asset.
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1. Summary of significant accounting policies (cont’d)

(x)  New accounting standards and interpretations (cont'd)

Reference Title Summary Application Impact on Company Application
date of Financial Report date for
standard Company
AASB 2008-1 | Amendments | The definition of vesting | Periods To date the entity has not | 1 July 2008
(issued to AASB 2 - | conditions has changed | commencing | issued any options to
February Share-based | and the accounting | on or after 1 | employees that include non-
2008) Payments - | treatment clarified for | January 2009 | vesting conditions and as
Vesting cancellations to share- such there will be no impact
Conditions based payment on the financial statements
and arrangements by the when this revised standard
Cancellations | counterparty. This is to is adopted for the first time.
ensure that conditions
other than performance
conditions do not result in
a ‘true up’ of the share-
based payment expense
and are treated in a
manner similar to market
conditions.
AASB 136 Impairment of | Additional disclosure | Periods There will be no financial | 1 July 2008
Assets requirements about | commencing | impact when these
discounted cash flow | on or after 1 | amendments  are  first
assumptions used for the | January 2009 | adopted because these
fair value less costs to amendments  relate  to
sell method. additional disclosure
requirements only.
AASB 101 | Presentation | Amendments to Annual As this is a disclosure | 1 July 2009
(revised Sept | of Financial | presentation and naming | reporting standard only, there will be
07) Statements of the financial periods no impact on amounts
statements. commencing | recognised in the financial
on or after 1 | statements. However, there
January 2009 | will be various changes to

the way financial statements
are presented and various

changes to names of
individual financial
statements.
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1. Summary of significant accounting policies (cont’d)
(x)  New accounting standards and interpretations (cont'd)
Reference Title Summary Application Impact on Company Application
date of Financial Report date for
standard Company
IAS 27 Consolidated | Previously, all Periods This amendment will have 1 July 2008
and Separate | investments in commencing | no impact when this
Financial subsidiaries, associates onorafter1 | amendment is first adopted
Statements or jointly controlled January because the entity uses the
entities in the separate 2009 cost method under IAS 27 to

financial statements of
the investor, that were
classified as held for sale
were to be measured
under IFRS 5, i.e. at the
lower of carrying amount
and fair value less costs
to sell.

The change now only
permits such investments
measured using the “cost”
method under IAS 27 to
be measured under IFRS
5. Investments measured
using the “fair value”
method continue to be
measured under IAS 39,
even if they become
classified as held for sale.

account for its investments
in subsidiaries, associates
and jointly controlled entities
which will continue to be
measured under IFRS 5.

All other pending Standards issued between the previous financial report and the current reporting dates
have no application to the Company.

(v)

Dividends

Provision is made for the amount of any dividend declared, being appropriately authorised and no
longer at the discretion of the entity, on or before the end of the financial year but not distributed at

balance date.
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2. Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that may have a financial impact on the entity and that are
believed to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates
will, by definition, seldom equal the related actual results. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year are discussed below.

0] Estimated impairment of Goodwiill
The Group tests annually whether goodwill has suffered impairment, in accordance with accounting
policy stated in note 1(0). The recoverable amounts of cash-generating units have been determined
based on fair value less costs to sell calculation. Refer to note 14 for details.

(i)  Estimated impairment of intellectual property and liquor licences
The Group tests annually whether the intellectual property and the liquor licence has suffered
impairment, in accordance with accounting policy stated in note 1(0). The recoverable amounts of
cash-generating units have been determined based on fair value less costs to sell calculation. Refer
to note 14 for details.

3. Segment information
(&) Description of segments

Business segments
The consolidated entity operates in one main business segment, food and beverage.

Geographical segments
Although the consolidated entity’s divisions are managed centrally they operate in two main
geographical areas:

Perth, Western Australia
The parent entity and Royal on the Waterfront (Colonial Brewing Co, North Fremantle Pty Ltd) operate
out of the Perth metropolitan area.
Margaret River, Western Australia
Colonial Brewing Co Pty Ltd operates out of Margaret River, a tourism driven regional town centre.
The areas of operation are principally beer brewing and venue operations.

(b)  Primary reporting format- business segments

The consolidated entity operates in one main business segment, food and beverage sector.

(c)  Secondary reporting format-geographical segments
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3.

Segment information (cont’d)

Segment Revenues  Segment Liabilities Carrying Amount of  Acquisitions of Non
from External Segment Assets Current Segment
Customers Assets
2008 2007 2008 2007 2008 2007 2008 2007

$ $ $ $ $ $ $ $

Geographical
Location:

Perth

6,423,619 - (2,445,244) (107,767) 3,642,559 4,050,261 4,050,694 12,025

Margaret River 941,722 504,254 (39,557) (523,395) 1,620,353 2,762,136 58,445 6,577,074

(d)

(@)

7,365,341 504,254 (2,484,801) (631,162) 5,262,912 6,812,397 4,109,139 6,589,099

Accounting Policies

Segment information is prepared in conformity with the accounting policies of the entity as disclosed in
Note 1 and Accounting Standard AASB 114 Segment Reporting.

Segment revenues and expenses are those directly attributable to the segments and include any joint
revenue and expenses where a reasonable basis of allocation exists. Segment assets include all
assets used by a segment and consist principally of cash, receivables, plant and equipment, goodwill
and intangibles less impairment charges. While most such assets can be directly attributed to
individual segments, the carrying amount of certain assets used jointly by two or more segments is
allocated to the segments on a reasonable basis. Segment liabilities consist principally of payables,
employee benefits and accrued expenses. Segment assets and liabilities do not include deferred
income taxes.

Financial risk management

The Groups activities expose it to a variety of financial risks: (market risk and interest rate risk), credit
risk and liquidity risk. The Group’s overall risk management program focuses on the unpredictability of
the financial markets and seeks to minimise potential adverse effects on the financial performance of
the Group. The Group does not use derivative financial instruments, however the Group uses different
methods to measure different types of risk to which it is exposed. These methods include sensitivity
analysis in the case of interest rate risks and aging analysis for credit risk.

Risk management is carried out by the Board of Directors with assistance from suitably qualified
management. The Board provides written principles for overall risk management and further policies
will evolve commensurate with the evolution and growth of the Group.

Market risk

0] Price risk
The Group is not exposed to equity securities price risk and holds no equity investments.

(i)  Cash flow and fair value interest rate risk
The Groups main interest rate risk arises from long-term borrowings. Borrowings issued at
variable rates expose the Group to cash flow interest rate risk. Borrowings issued at fixed rates
expose the Group to fair value interest rate risk. The debt facility is subject to a fixed rate of
interest for a period of 3 years and a variable rate for the remainder of the term of the loan. As
the borrowings are at a fixed interest rate no sensitivity analysis was performed.
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4.

(b)

(©)

Financial risk management (cont’d)

Credit risk
Credit risk is managed by the Board for the Group. Credit risk arises from cash and cash equivalents
as well as credit exposure including outstanding receivables. All cash balances held at banks are held

at internationally recognised institutions.

The maximum exposure to credit risk is the carrying amount of the financial assets of cash and trade
receivables to the value of $656,893.

The following financial assets of the group are neither past due or impaired:

Consolidated

2008 2007
$ $
Financial Assets
Cash and cash equivalents 306,501 4,290,400
Trade and other receivables 350,392 186,801
656,893 4,477,201

Financial assets that are neither past due and not impaired are as follows:

2008 2007
$ $
Trade receivables - counterparties without external credit rating
Financial assets with no defaults in past 350,392 186,801
Cash and cash equivalents
AA S&P credit rating 306,501 4,290,400

Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and the availability of funding.
The Group manages liquidity risk by continuously monitoring forecast and actual cash flows.

As at reporting date the Group had a net working capital deficiency of $1,966,360. Despite the
working capital deficiency the Group has entered into a sale agreement to realise its main business
assets and is intending to reduce its liabilities and commitments through the proceeds of the sale.

The financial liabilities of the Group at reporting date were trade payables incurred in the normal
course of the business. These were non interest bearing and were due within the normal 30-60 days
terms of creditor payments. The group also has borrowings which are subject to a 3 year fixed interest
rate and the remaining 17 years at a variable interest rate and convertible notes subject to a 10% fixed
interest rate for 1 year from date of issue.

Maturities of financial liabilities

The tables below analyse the Group’s and the parent entity’s financial liabilities into relevant maturity
groupings based on the remaining period at the reporting date to the contractual maturity date. The
amounts disclosed in the table are the contractual undiscounted cash flows.
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4. Financial risk management (cont’d)

Maturities of financial liabilities

Note that these tables disclose cash-flows when current borrowings reach contractual maturity dates,
however it is the Groups intention to repay the loan facilities within 6 months upon successful sale of
the assets of the business. The expected cash flow arising as a result of this payment would
be $1,488,454.

GROUP Less than 6-12 Between Between Over 5 Total Carrying
As at 30 June 2008 6 months months 1-2years  2-5years years contractual ~ Amounts
cashflows (assets/
liabilities)

$ $ $ $ $ $ $

Non-derivatives

Non-interest bearing 996,347 - 996,347 996,347
Variable rate - - - 298,366 1,481,344 1,779,710 913,454
Fixed rate 68,493 636,719 79,014 - - 784,226 575,000

Total non-derivatives 1,064,840 636,719 79,014 298,366 1,481,344 3,560,283 2,484,801

GROUP Less than 6-12 Between Between Over 5 Total Carrying
As at 30 June 2007 6 months months 1-2years  2-5years years contractual  Amounts
cashflows (assets/
liabilities)
$ $ $ $ $ $ $
Non-derivatives
Non-interest bearing 231,162 - - - - - 231,162
Variable rate 400,000 - - - - - 400,000
Fixed rate - - . - - -
Total non-derivatives 631,162 - - - - - 631,162
PARENT Less than 6-12 Between Between Over 5 Total Carrying
As at 30 June 2008 6 months months 1-2years  2-5years years contractual  Amounts
cashflows (assets/
liabilities)
$ $ $ $ $ $ $
Non-derivatives
Non-interest bearing 355,314 - - - - 355,314 355,314
Variable rate - - - 298,366 1,481,344 1,779,710 913,454
Fixed rate 68,493 636,719 79,014 - - 784,226 575,000

Total non-derivatives 423,807 636,719 79,014 208,366 1,481,344 2,919,250 1,843,768
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PARENT Less than 6-12 Between Between Over5 Total Carrying

As at 30 June 2007 6 months months 1-2years  2-5years years contractual  Amounts
cashflows (assets/

liabilities)
$ $ $ $ $ $ $

Non-derivatives

Non-interest bearing 107,767 - - - - 107,767 107,767

Variable rate - - - - - -

Fixed rate . - . - - -

Total non-derivatives 107,767 - - - - 107,767 107,767

(d)  Fair value estimation

The fair value of financial assets and liabilities must be estimated for recognition and measurement or
for disclosure purposes.

The fair value of financial instruments traded in active markets, such as trading and available for sale
securities, is based on current quoted market prices at reporting date. The quoted market price used
for financial assets held by the Group is the current market price.

The fair value of financial instruments that are not traded in an active market such as unlisted
investments and subsidiaries is determined using valuation techniques where applicable. Where this
is unable to be done they are carried at cost. The carrying value less impairment provision of trade
receivables and payables are assumed to approximate their fair values due to their short term nature.

(e) Sensitivity analysis
As at 30 June 2008 if the interest rates had changed by +/- 100 basis points from the year-end rates
and all other variables held constant, the loss for the year would have been $9,135 higher/lower
(2007: Nil) from interest expense on borrowings. This is not considered material to the Group and
therefore sensitivity analysis has not been disclosed.
o. Revenues
Consolidated Parent
2008 2007 2008 2007
$ $ $ $
From continuing operations
Sales revenue
Sales of goods 7,365,341 504,254
Other revenue
Interest revenue 35,654 177,844 14,805 177,808
Other 40,945 - 77,867
Total revenue from continuing operations 7,441,940 682,098 92,672 177,808
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6. Expenses

Loss before income tax includes the following specific expenses:

Consolidated Parent
2008 2007 2008 2007
$ $ $ $
Finance costs:
- Interest expense (70,961) (21,494) (60,681) (76)
- Interest on convertible note (6,301) - (6,301)
- Bank fees and charges (74,203) (15,617) (12,522) (1,240)
Total finance costs (151,465) (37,111) (79,504) (1,316)
Operating lease expense (508,513) (109,025) (88,139) (55,692)
Other expenses:
- Motor Vehicle lease payments & expenses (59,406) (41,784) (59,406) (41,784)
- General administration (1,113,626) (311,055) (329,900) (194,077)
- Communication expense (43,684) (42,305) (15,953) (29,151)
- Travel and accommodation (18,272) (21,385) (16,275) (21,385)
- Consultants expense (461,411) (242,175) (443,220) (242,175)
- Asset write-down expense (5,541) (159,314) (5,543) (159,314)
Total other expense (1,701,940) (818,018) (870,297) (687,886)
Impairment expense
- Impairment of property, plant & equipment (694,715) -
- Impairment of goodwill and intangibles (951,417) (5,131,136)
Total impairment expense (1,646,132) (5,131,136) -
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7.

(@)

(b)

(©)

Income tax expense

Reconciliation  of income tax
expense to prima facie tax payable

Loss from continuing operations before
income tax expense

Tax at the Australian rate of 30%
Tax effect of permanent differences:
Entertainment

Goodwill and intangible Impairment
expense

Property, plant &  equipment
impairment expense

Write-down of investment in subsidiary
Write-down of intercompany receivable
Share-based payments expense

Fines

Other

Research and Development tax offset

Benefits of tax losses and other timing
differences not brought to account

Tax losses and other timing
differences for which no deferred
tax asset has been recognised

Unused tax losses for which no
deferred tax asset has been
recognised

Accruals and provision
Employee Benefits
Depreciable tangible assets
Capital raising fees

(3,574,038) (6,893,331) (3,571,192) (8,145,157)

(1,072,211) (2,067,999) (1,071,358) (2,443,547

977 3,435 977 3,435
285,425 1,539,341
208,414 -

296,074 1,654,863

265,579 375,370

12,429 98,572 12,429 98,572

263 66 197

1,663 42,147 1,663 47,794

(129,491) (80,570)

563,040 384,438 494,439 263,513

(129,491) (80,570)

1,205,595 557,933 1,205,595 557,933
49,200 18,656 45,000 7,081
14,978 11,354 6,806

- 25,988 : :
140,138 186,214 140,138 186,214
1,409,911 800,145 1,390,733 758,034

The consolidated entity has tax losses arising in Australia of $4,018,650 that are available indefinitely
for offset against future taxable profits of the companies in which the losses arose.

At 30 June 2008, there is no recognised or unrecognised deferred income tax liability for taxes that
would be payable on the unremitted earnings of certain of the Group’s subsidiary as the Group has no
liability for additional taxation should such amounts be remitted.

Tax consolidation legislation

Empire Beer Group Limited and its wholly owned Australian controlled entities have elected to enter
into the tax consolidation legislation from 9 January 2007. The accounting policy in relation to this

legislation is set out in note 1(e).
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7. Income tax expense (cont’d)
On adoption of the tax consolidation legislation, the entities in the tax consolidated group entered into
a tax sharing agreement which, in the opinion of the directors, limits the joint and several liability of the
wholly owned entities in the case of a default by the head entity, Empire Beer Group Limited.
The entities entered into a tax funding agreement under which the wholly owned entities fully
compensate Empire Beer Group Limited for any current tax payable assumed and are compensated
by Empire Beer Group Limited for any current tax receivable and deferred tax assets relating to
unused tax losses or unused tax credits that are transferred to Empire Beer Group Limited under the
tax consolidation legislation. The funding amounts are determined by reference to the amounts
recognised in the wholly owned entities’ financial statements.
The amounts receivable/payable under the tax funding agreement are due upon receipt of the funding
advice from the head entity, which is issued as soon as practicable after the end of each financial
year. The head entity may also require payment of interim funding amounts to assist with its
obligations to pay tax instalments. The funding amounts are recognised as current intercompany
receivables or payables, no amounts have been recognised.
8. Earnings per share
Consolidated
2008 2007
$ $
Basic loss per share (0.10) (0.38)
Loss used in calculating EPS (3,444,547) (6,893,331)
Weighted average number of ordinary shares outstanding during the year used in No. No.
calculating basic EPS 35,375,452 18,051,173
Diluted EPS not disclosed as potential ordinary shares are not dilutive as their
potential conversion to fully paid shares would not increase the loss per share
9.  Cash and cash equivalents
Consolidated Parent
2008 2007 2008 2007
$ $ $ $
Current
Cash at bank and in hand 255,145 3,880,400 216,225 3,882,960
Deposits at call 51,356 410,000 21,431 10,000
306,501 4,290,400 237,656 3,892,960
(@) Interest rate risk exposure

The Group’s and the parent entity’s exposure to interest rate risk is discussed in note 4.
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10. Trade and other receivables
Notes Consolidated Parent Entity

2008 2007 2008 2007

$ $ $ $
Current
Bonds 23,777 40,140 22,497 22,497
Other receivables 326,615 25,995 103,176 4592
Intercompany loans and receivables 21 - - 3,844,811 1,251,234
Provision for impairment of loans 21 - - (885,262) (1,251,234)
and receivables
Deposits - 120,666 - 120,666

350,392 186,801 3,085,222 147,755
Other receivables are on non-

interest bearing terms.

(@)

(b)

()

(d)

(€)

Impaired receivables

As at 30 June 2008 the current receivables of the parent entity with a nominal value of $885,262
(2007: $1,251,234) were impaired. These related to intercompany loans between the parent and the
subsidiaries which were written down based on the assessed recoverability of the balances. There
were no impaired receivables for the Group in 2008 or 2007. The ageing of these receivables were all
greater than 6 months old.

Movements in the provision for impairment of receivables:

Parent
2008 2007
$ $
At 1 July 1,251,234 -
Provision for impairment recognised during the year 885,262 1,251,234
2,136,496 1,251,234

Past due but not impaired
As of 30 June 2008, there were no past due or not impaired receivables for 2008 or 2007.

Fair values and credit risk
Due to the short term nature of these receivables the carrying values represent their respective fair
values at 30 June 2008.

The maximum exposure to credit risk at the reporting date is the carrying amount of each class of
receivables mentioned above. Refer to note 4 for more information on the risk management policy of
the Company and the credit quality of the entity’s receivables.

Other receivables
These amounts generally arise from transactions outside the usual operating activities of the
Company. Collateral is not normally obtained.

Deposits

These deposits relate to deposits and bonds for the leasehold premises and the carrying values
represent their respective fair values at 30 June 2008.
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10. Trade and other receivables (cont’d)

()] Intercompany loans and receivables
The directors have considered the loans and receivables to be current assets and its carrying value
represents their respective fair values at 30 June 2008. The balance has been written down to its
recoverable amount according the value apportioned from the pending sale of the businesses due to
settle in October 2008.

11. Inventories

Consolidated Parent Entity
2008 2007 2008 2007
$ $ $ $
Current
Raw materials and stores- at cost 48,788 16,671
Finished goods-at cost 106,070 11,471 - -
154,858 28,142

(@ Inventory expense

Inventories recognised as expense during the year ended 30 June 2008 amounted to $2,370,760. There
was ho inventory write-downs recognised as an expense for the year.

12.  Other financial assets (non-current)

Consolidated Parent Entity
2008 2007 2008 2007
$ $ $ $
Non-current
Investments in controlled entity at cost (note
21) - - 986,915 6,503,124
Less provision for impairment - - (986,915) (5,516,209)

- - - 986,915

(@ Impairment charge
The investment in controlled entity, Colonial Brewing Company Pty Ltd, was written down to nil based on the

value assigned under the fair value less costs to sell method as determined in the sale agreement entered
into on the 11" August 2008.

Page 48



Empire Beer Group Limited
Annual Report 30 June 2008

Notes to the Financial Statements (continued)

13.  Property, plant and equipment (non-current)

Land Leasehold Computer
& Improvements  Equipment Plant &
Buildings $ & Software Equipment Total
Consolidated $ $ $ $
Year ended 30 June 2007
At 1 July 2006
Opening net book amount
Additions 9,920 - 11,214 51,115 72,249
Acquired  through  business 1,366,702 38,456 918,528 2,323,686
combination
Depreciation charge for the year (35,880) (16,538) (124,009) (176,427)
Closing net book amount 1,340,742 33,132 845,634 2,219,508
At 30 June 2007
Cost or fair value 1,439,481 - 95,092 1,254,025 2,788,598
Accumulated depreciation (98,739) (61,960) (408,391) (569,090)
Net book amount 1,340,742 - 33,132 845,634 2,219,508
Year ended 30 June 2008
At 1 July 2007
Opening net book amount 1,340,742 - 33,132 845,634 2,219,508
Additions 11,750 125,617 31,801 153,883 323,051
Disposals (4,584) (11,056) (15,640)
Acquired  through  business 36,179 348,047 384,226
combination
Depreciation charge for the year (37,717) (1,479 (27,867) (169,147) (236,210)
Impairment charge for the year (b) (694,715) (694,715)
Closing net book amount 620,060 124,138 68,661 1,167,361 1,980,220
At 30 June 2008
Cost or fair value 1,451,231 125,617 152,614 1,744,336 3,473,798
Accumulated depreciation & (831,171) (1,479 (83,953) (576,975) (1,493,578)
impairment
Net book amount 620,060 124,138 68,661 1,167,361 1,980,220
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13.  Property, plant and equipment (non-current) (cont’d)

Computer Equipment

& Software Plant & Equipment Total
Parent $ $ $
Year ended 30 June 2007
At 1 July 2006 - -
Opening net book amount - - -
Additions 11,214 811 12,025
Depreciation charge for the year (2,258) (220) (2,478)
Net book amount 8,956 501 9,547
Cost or fair value 11,214 811 12,025
Accumulated depreciation (2,258) (220) (2,478)
Net book amount 8,956 591 9,547
Year ended 30 June 2008
At 1 July 2007
Opening net book amount 8,956 591 9,547
Additions 5,610 339 5,949
Disposals (4,584) (454) (5,038)
Transfers in/(out) (4,282) (133) (4,415)
Depreciation charge for the year (4,599) (343) (4,942)
Net book amount 1,101 - 1,101
Cost or fair value 2,084 - 2,084
Accumulated depreciation (983) - (983)
Net book amount 1,101 - 1,101

(@ Non-current assets pledged as security

Refer to note 16 for information on non-current assets pledged as security by the parent entity and its
controlled entities.

(b)  Impairment charge

The impairment charge for land and buildings is calculated based on the consideration as per the sale
agreement dated 11 August 2008 for the business assets less the carrying value of the fixed assets
and intangible assets sold. An impairment charge in relation to the land and buildings arising from the
acquisition of the Royal on the Waterfront has been recognised to the extent the asset carrying value
exceeded its recoverable amount.
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14. Intangible assets (non-current)

Intellectual
Property
(trademarks &
Liquor Licence Goodwill brand names) Total
Consolidated $ $ $ $
Year ended 30 June 2007
At 1 July 2006
Cost
Additions-acquisitions 87,546 3,814,652 1,316,484 5,218,682
Accumulated amortisation and impairment (3,814,652) (1,316,484) (5,131,136)
Net book amount 87,546 - 87,546
Year ended 30 June 2007
Opening net book amount - -
Additions-acquisitions 87,546 3,814,652 1,316,484 5,218,682
Amortisation charge (3,814,652) (1,316,484) (5,131,136)
Closing net book amount 87,546 87,546
At 30 June 2007
Cost 87,546 3,814,652 1,316,484 5,218,682
Accumulated amortisation and impairment (3,814,652) (1,316,484) (5,131,136)
Net book amount 87,546 - 87,546
Year ended 30 June 2008
Opening net book amount 87,546 - 87,546
Additions- acquisition 100,000 3,234,812 3,334,812
Impairment charge (951,417) - (951,417)
Closing net book amount 187,546 2,283,395 2,470,941
At 30 June 2008
Cost 187,546 7,049,464 1,316,484 8,553,494
Accumulated amortisation and impairment (4,766,069) (1,316,484) (6,082,553)
Net book amount 187,546 2,283,395 - 2,470,941

The intellectual property and goodwill represents intangible assets purchased through the effect of a

business combination.

The liquor licences represent intangible assets purchased through the effect of a business combination. The
useful lives of intellectual property and goodwill were estimated as indefinite and the cost method was

utilised for their measurement.

The useful lives of intellectual property and goodwill were estimated as indefinite and the cost method was

utilised for their measurement.
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14.  Intangible assets (cont’d)
(@ Impairment test

The recoverable amount of a cash generating unit (CGU) is determined based on fair value less costs to sell.
These calculations are based on the consideration as per the sale agreement dated 11 August 2008 for the
business assets less the carrying value of the fixed assets and intangible assets sold. An impairment charge
in relation to the goodwill arising from the acquisition of the Royal on the Waterfront has been recognised to
the extent the goodwill carrying value exceeded its recoverable amount.

(b) Impairment charge

The carrying amount of the goodwill and intellectual property arising from acquisition of the Colonial Brewery
and Royal on the Waterfront has been reduced to its recoverable amount through recognitions of an
impairment loss against goodwill and intellectual property. This loss has been disclosed as impairment of
goodwill and intellectual property in the income statement and consequently the goodwill and intellectual
property value has been fully written-down at year end.

15.  Trade and other payables

Consolidated Parent
2008 2007 2008 2007
$ $ $ $
Current
Trade payables 376,118 83,135 190,516 38,143
Other payables 620,229 148,027 164,798 69,624
996,347 231,162 355,314 107,767

(e) Amounts not expected to be settled within the next 12 months

Other payables include accruals for annual leave which the Group expects these balances to be settled
within the 12 month period.

()] Risk exposure

Details of the Group’s exposure to risks arising from trade and other payables are set out in note 4.

16. Borrowings

Consolidated Parent
2008 2007 2008 2007

$ $ $ $
Current
Secured
Bank loans 913,454 - 913,454
Commercial bill facility - 400,000

913,454 400,000 913,454
Unsecured
Convertible notes (b) 575,000 - 575,000 -
Total current borrowings 1,488,454 400,000 1,488,454
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16.  Borrowings (cont’d)
(&) Risk exposures
Details of the Group’s exposure to risks arising from borrowings are set out in note 4.
(b)  Convertible notes
The parent entity issued 575, 10% convertible notes for $575,000 on 22 May 2008. The notes are
convertible into ordinary shares of the parent entity, and at the option of the holder, or repayment on
21 May 2009. The conversion rate of 10,000 ordinary shares and 10,000 options for each note held,
which is based on the market price per share at the date of the issue of the notes ($0.10). The
convertible notes are presented in the balance sheet as follows:
Consolidated Parent
2008 2007 2008 2007
$ $ $ $
Face value of notes issued 575,000 - 575,000
Value of conversion rights - -
575,000 - 575,000
Interest expense (6,301) - (6,301)
Interest paid -
Current liability (6,301) - (6,301)

()

Secured liabilities and assets pledged as security

The total secured liabilities (current and non-current) are as follows:

Consolidated Parent
2008 2007 2008
$ $ $
Secured
Bank loans 913,454 400,000 913,454
Total secured liabilities 913,454 400,000 913,454

The bank loans of the parent entity are secured by first mortgages over the Group’s subsidiary
Colonial Brewing Company Pty Ltd and contain a fixed and floating charge of the assets and
undertaking of Colonial Brewing Company Pty Ltd and Colonial Brewing Company (North Fremantle)
Pty Ltd.
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16.  Borrowings (cont’d)

The carrying amounts of assets pledged as security for current and non-current borrowings are:

Consolidated Parent
2008 2007 2008
$ $ $
Current
Fixed and floating charge - -
Fist mortgage - - - -
Total current assets pledged as security -
Non-current
Fixed and floating charge 2,959,548 -
Fist mortgage 1,490,511
Total non-current assets pledged as security 4,450,059
Total assets pledged as security 4,450,059 - - -

(d)  Fair value

The carrying amounts and fair values of borrowings at balance date are:

Carrying Carrying
Group Amount Fair Value Amount Fair Value
2008 2008 2007 2007
$ $ $ $
On-balance sheet 913,454 913,454 400,000 400,000
Carrying Carrying
Parent Amount Fair Value Amount Fair Value
2008 2008 2007 2007
$ $ $ $
On-balance sheet 913,454 913,454

None of the classes are readily traded on organised markets in standardised form.
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16.  Borrowings (cont’d)

0] On-balance sheet

The fair value of the current borrowings equals their carrying amount, as the impact of
discounting is not significant. The fair values of non-current borrowings are based on cash
flows discounted using borrowing rates varying from 7.5% to 8.3% depending on the type of

borrowing.

(i) Information about the Group’s and parent entity’s exposure to interest rate risk is provided in

note 4.
17. Issued capital

Consolidated

Consolidated &

Consolidated Consolidated

& Parent Entity ~ Parent Entity & Parent & Parent
Entity Entity
2008 2008 2007 2007
Notes No. $ No. $

Ordinary shares
- Issued and fully paid (@) 40,317,465 12,261,878 31,793,297 9,311,859
Preference shares
- non cumulative preference shares (b) - 8,352,418 2,923,346
Total consolidated contributed equity 40,317,465 12,261,878 40,145,715 12,235,205

(&8 Movements in ordinary share capital

Date Details No of shares  Issue price $
1 July 2006 Opening Balance — issue of initial share 1 $1.00 1
1 July 2006 Issue of shares to Directors and employees 2,100,000 $0.0001 210
31 July 2006 Issue of shares 2,270,000 $0.25 567,500
29 September 2006 Issue of shares 730,000 $0.25 182,500
28 December 2006 Issue of shares under IPO 18,274,286 $0.35 6,396,000
28 December 2006 Issue of shares for acquisition of subsidiary 8,133,296 $0.35 2,846,653
31 January 2007 Issue of shares 285,714 $0.27 77,143

Less: Transactions costs arising on share

issue (758,148)
30 June 2007 Balance 31,793,297 9,311,859
14 November 2007 Issue of shares 63,000 $0.20 12,600
9 January 2008 Conversion of preference shares (b) 8,352,418 $0.35 2,923,346
9 January 2008 Issue of shares 78,750 $0.16 12,600
21 April 2008 Issue of shares to employees 30,000 $0.11 3,300

Less: Transaction costs arising on share

issue (1,827)
30 June 2008 Balance 40,317,465 12,261,878
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17. Issued capital (cont’d)
(& Movements in ordinary share capital (cont'd)
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. On a show of hands
every holder of ordinary shares present at a meeting in person or by proxy, is entitled to one vote, and
upon a poll each share is entitled to one vote.
Capital risk management
The Company’s objectives when managing capital are to safeguard their ability to continue as a going
concern, so that they can continue to provide returns to shareholders and benefits for other
stakeholders and to maintain an optimal capital structure to reduce the cost of capital.
In order to maintain or adjust the capital structure, the Company may adjust the amount of dividends
paid to shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.
Consolidated Notes 2008 2007
$ $
Total borrowings 16 1,488,454 400,000
Less: cash and cash equivalents 9 (306,501) (4,290,400)
Net debt 1,181,983 (3,890,400)
Total equity 2,778,111 6,181,235
Total capital 3,960,094 2,290,835
(b)  Movements in preference shares
Date Details No of shares  Issue price $
1 July 2006 Opening Balance
28 December 2006 Issue of preference shares 8,352,418 $0.35 2,923,346
30 June 2007 Balance 8,352,418 - 2,923,346
9 January 2008 Conversion to ordinary shares (8,352,418) $0.35 (2,293,346)
On 9 January 2008 the unlisted preference shares were transferred to ordinary share capital and carry
the same voting and dividend rights as that of an ordinary share holder. The conversion was per the
terms of the preference shares agreement and approved by general meeting.
18. Reserves and accumulated losses
(@) Reserves
Consolidated  Consolidated Parent Parent
2008 2007 2008 2007
Notes $ $ $ $
Movements in share options reserve were as
follows:
Balance 1 July 839,361 - 839,361 -
Option premium reserve () - 510,786 - 510,786
Share based payments reserve (i) 14,750 328,575 14,750 328,575
Balance 30 June 854,111 839,361 854,111 839,361
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18. Reserves and accumulated losses (cont’d)

0] Option premium reserve
The Company has 15,768,606 listed options (quoted on the ASX) over ordinary shares on issue
at 30 June 2008. These options are exercisable wholly or in part at any time before 30
November 2008. Options not exercised by that date shall lapse. Each option shall entitle the
option holder to acquire one share upon payment of the sum of $0.35 per option to the
company.

(i)  Share based payments reserve
The Company has 4,500,000 unlisted options over ordinary shares on issue at 30 June 2008
under the Employee share option plan. During the year 1,250,000 options were granted to
certain employees during the year (note 23). Each option shall entitle the option holder to
acquire one share upon payment of the sum of $0.50 on or before 30 November 2009.

Nature and purpose of reserve

Option premium reserve

The option premium reserve is used to record the value of equity benefits which may be provided:

= To shareholders; and

" To advisers and consultants for payments for services.

Share-based payments reserve

The share-based payments reserve is used to record the value of equity benefits which may be

provided:

" to employees and Directors as part of their remuneration under an Employee share option plan
(ESOP) (refer to note 23 for further details of the ESOP);

" to directors on terms determined by the shareholders; and

" to advisers and consultants as payments for services.

(b)  Accumulated losses
Consolidated  Consolidated Parent Parent
2008 2007 2008 2007
Notes $ $ $ $

Balance 1 July (6,893,331) - (8,145,156)

Net loss for the year (3,444,547) (6,893,331) (3,490,622)  (8,145,156)

Balance 30 June (10,337,878) (6,893,331) (11,635,778)  (8,145,156)

Page 57



Empire Beer Group Limited
Annual Report 30 June 2008

Notes to the Financial Statements (continued)

19. Business combination
For the year ended 30 June 2008

Acquisition of the Royal Bar and Brasserie (Royal on the Waterfront)

On the 19 July 2007, Colonial North Fremantle Pty Ltd a wholly owned subsidiary acquired 100% of the
operating assets and goodwill of the Royal Bar and Brasserie in East Perth, for cash consideration of
$3,579,111 plus incidental costs totalling $206,977.

In connection with the business combination, the acquisition was funded by cash and was in accordance
with the business plan of the group.

Details of net assets acquired and goodwill are as follows:

$
Purchase consideration
Purchase price 3,579,111
Direct costs relating to the acquisition 206,977
Total purchase consideration 3,786,088
Fair value of net identifiable assets acquired 551,276
Goodwill 3,234,812
The assets arising from the acquisition are as follows:
Consolidated
Acquiree’s Fair value
carrying
amount
$ $
Inventory 67,051 67,051
Property, plant and equipment 445,042 384,225
Intangible assets-Liquor Licence 100,000
Net identifiable assets acquired 512,093 551,276

From the date of acquisition The Royal on the Waterfront has contributed revenue of $6,434,096 and
$893,006 loss to the net profit and loss of the Group for the period 19 July 2007 to 30 June 2008.

Outflow of cash to acquire business, net of cash acquired.

Year ended
2008 2007
$ $
Cash consideration (3,786,088) (226,693)
Less: Balances acquired
Bank overdraft - (167,342)
Net Outflow of cash (3,786,088) (394,035)
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19. Business combination (cont’d)
For the year ended 30 June 2007

Acquisition of Colonial Brewing Company

On the 28 December 2006, Empire Beer Group Limited acquired 100% of the voting shares of Colonial
Brewing Company Pty Ltd, a company incorporated in Margaret River, Western Australian. Colonial is a

highly successful brewery in the craft beer market.

In connection with the business combination, Empire Beer Group Limited issued 8,133,296 ordinary shares
8,352,418 preference shares with a fair value of $0.35 each and 15,768,606 listed options based on the

price of the Empire Beer Group Limited shares at the date of acquisition.

The fair value of the identifiable assets and liabilities of Colonial Brewing Company Pty Ltd as at the date of

acquisition are:

Acquirees Fair value
Carrying Value
$ $

Cash and cash equivalents (167,342) (167,342)
Trade and other receivables 25,954 25,954
Inventory 86,091 86,091
Property, plant and equipment 2,323,686 2,323,686
Other financial assets 800,000 800,000
Intangible assets-liquor licence 87,546 87,546
Intangible assets-brand names 1,316,484
Trade and other payables (183,949) (183,949)
Other financial liabilities (1,600,000) (1,600,000)
Net identifiable assets and liabilities 2,688,470 1,371,986
Goodwill arising on acquisition 5,131,136

6,503,122
Consideration:
Shares and options issued, at fair value 6,276,429
Consideration paid, satisfied in cash 226,693
Total consideration 6,503,122
The cash outflow on acquisition is as follows:
Net cash (overdraft) acquired with subsidiary (167,342)
Cash paid (226,693)
Net cash outflow (394,035)
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20. Commitments

Operating lease commitments — Group as lessee

The Group has entered into commercial leases for office premises where it is not in the best interest of the
Group to purchase these assets. The leases have an average life of 10 and 20 years with renewal terms
included in the contracts. Renewals are at the option of the specific entity that holds the lease.

Future minimum rentals payable under non-cancellable operating leases as at 30 June are as follows:

Consolidated Parent
2008 2007 2008 2007
$ $ $ $
Within one year 419,532 132,342 - 44,342
One year or later and no later than five years 2,695,776 398,736 - 46,736
Later than five years 5,006,568 374,000
8,121,876 905,078 - 91,078

On the 11 August 2008 the Group entered into an agreement to sell the Royal on the Waterfront and
Colonial Brewing Co’s assets. Settlement is due in mid October 2008 and subject to satisfying the normal
conditions to the sale agreement the Group will only be committed to approximately 3 months lease
payments up until the date of settlement or $104,883.

21. Related party disclosure

The consolidated financial statements incorporate the assets, liabilities and results of the following
subsidiaries in accordance with the accounting policy described in note 1(b).

Country of Class of Shares % Equity Investment ($)
Incorporation Interest
2008 2008
Preference

Colonial Brewing Company Limited Australia Ordinary 100 -
Colonial Brewing Company (North

Fremantle) Pty Ltd Australia Ordinary 100 -
Empire Group Hospitality Pty Ltd Australia Ordinary 100 -
Colonial Brewing Company (Vic Park)

Pty Ltd Australia Ordinary 100 -

(@) Parent entity
The parent entity within the group is Empire Beer Group Limited and is the ultimate Australian parent.

(b)  Subsidiaries
Interests in subsidiaries are set out in the table above.

(c) Director related entities
During the year the parent and its subsidiary made payments to Directors and their related entities for

services provided. Details are disclosed at note 25.
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21. Related party disclosure (cont’d)

(d) Loans to related parties

Consolidated Parent
2008 2007 2008 2007
$ $ $ $
Balance at beginning of the year - -
Loans advanced - 3,844,811 1,251,234
Impairment of intercompany loan - (885,262) (1,251,234)
Balance at end of the year - 2,959,549
22. Reconciliation of cash flows from operating activities
Consolidated Parent
2008 2007 2008 2007
$ $ $ $
Reconciliation of Cash Flow from Operations
with Loss after Income Tax
Loss after income tax for the period (3,444,547) (6,893,331) (3,490,622) (8,145,158)
Adjustments for;
Loss on disposal of plant and equipment 4,003 - 4,003
Depreciation expense 236,211 176,427 4,943 2,478
Impairment expense 1,646,132 5,131,136 1,872,175 6,767,443
Share-based payments expense 41,427 328,575 41,425 328,575
Asset write-down expense - 159,314 - 159,314
(Increase)/decrease in trade and term (139,761) 2,981 (138,438)
receivables
(Increase)/decrease in inventories (59,665) 57,949
(Increase)/decrease in prepayments (23,831) (198,607) 947 (182,535)
Increase/(decrease) in trade payables and
accruals 772,054 9,850 270,231 85,568
Increase/(decrease) in provisions (6,871) 37,848 (22,685) 22,685
Net Cash outflow from operations (974,848) (1,187,858) (1,458,021) (961,630)
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23.  Share based payments
(@) Employee share option plan
The establishment of the Employee Share Option Plan was approved by general meeting. The
Employee Share Option Plan is designed to provide long term incentives for senior managers and
above (including executive and non-executive directors) to deliver long term shareholder returns.
Under the plan, participants are granted options based on the business meeting certain growth and
acquisition targets. Participation in the plan is at the Board's discretion and no individual has a
contractual right to participate in the plan or to receive any guaranteed benefits.
An option may only be exercised after that option has vested and any other conditions imposed by the
Board on exercise are satisfied. The options remain exercisable until November 2009 or on cessation
of employment. Options are granted under the plan for no consideration.
Options granted under the plan carry no dividend or voting rights.
When exercisable, shares allotted pursuant to the exercise of options will be allotted following receipt
of all the relevant documents and payments and will rank equally with all other shares.
The exercise price of options is based on the weighted average price at which the company’s shares
are traded on the Australian Stock Exchange during the five trading days immediately before the
options are granted.
Grant Expiry Exercise  Balance  Granted Exercised Forfeited Balance Vested &
Date Date Price atstartof  during during during atend of exercisable
year theyear  theyear theyear  theyear at end of
the year
Number ~ Number ~ Number  Number  Number Number
Consolidated and Parent Entity 2008
14 Nov 30 Nov
2007 2009 $0.50 - 1,000,000 - - 1,000,000 1,000,000
22 Apr 30 Nov
2008 2009 $0.50 - 250,000 - - 250,000 250,000
1 30 Nov
Oct 2006 2009 $0.50 3,250,000 - - - 3,250,000 3,250,000
Total 3,250,000 1,250,000 - - 4,500,000 4,500,000
Weighted average
exercise price $0.50 - - - - $0.50 $0.50
Consolidated and Parent Entity 2007
1 30 Nov
Oct 2006 2009 $0.50 - 3,250,000 - - 3,250,000 3,250,000
Weighted average
exercise price $0.50 - $0.50 - - $0.50 $0.50

No options expired during the periods covered by the above tables.

The weighted average remaining contractual life of share options outstanding at the end of the year
was 2 years.
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23.

(b)

Share based payments (cont’d)

Fair value of options granted

The assessed fair value at grant date of options granted during the year ended 30 June 2008 was
$0.014 per option for options issued on the 14™ of Novemeber 2007 and $0.03 per option for options
issued on the 22 April 2008. The fair value at grant date is independently determined using a Black
Scholes option pricing model that takes into account the exercise price, the term of the option, the
impact of dilution, the share price at grant date and expected price volatility of the underlying share,
the expected dividend yield and the risk free interest rate for the term of the option.

The model inputs for options granted during the year ended 30 June 2008 included:

Options are granted for no consideration and vest based on conditions determined by the board at a
general meeting, vested options are exercisable up to 30 November 2009 after vesting and;

Grant date 14 November 2007 22 April 2007
Exercise price $0.50 $0.50

Expiry date 30 November 2009 30 November 2009
Share price at grant date $0.16 $0.11

Expected volatility 62% 62%

Expected dividend yield Nil Nil

Risk free rate 8.00% 8.00%

The expected price volatility is based on the historic volatility (based on the remaining life of the
options), adjusted for any expected changes to future volatility due to publicly available information.

Where options are issued to employees of subsidiaries within the Group, the subsidiaries compensate
Empire Beer Group Limited for the amount recognised as expense in relation to these options.

Employee share scheme

A scheme under which shares may be issued by the company to employees for no cash consideration
was approved by general meeting. All Australian resident permanent employees (excluding executive
directors, other key management personnel of the Group and the Group company secretary) who
have been continuously employed by the Group for a period of at least one year are eligible to
participate in the scheme. Employees may elect not to participate in the scheme.

Under the scheme, eligible employees may be granted up to 150,000 fully paid ordinary shares (and
as determined at general meetings) in Empire Beer Group Limited for no cash consideration.

The market value of shares issued under the scheme may be no more than 90% of the market price of
the shares by reference to the weighted average price at which the company’s shares are traded on
the Australian Stock Exchange during the 5 trading days up to and including the date of grant. The
shares are then recognised in the balance sheet as an issue of treasury shares (share capital) and as
part of employee benefit costs in the period the shares are granted.
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23.  Share based payments (cont’d)

Offers under the scheme are at the discretion of the company, and no offer may be made unless the
executives fulfil their requirements under their executive service agreements as follows:

= The opening of a second venue; and

" That venue achieving in aggregate over four consecutive quarters revenue of $7 million.

In all other respects the shares rank equally with other fully paid ordinary shares on issue (refer to note

17).
Consolidated Parent
2008 2007 2008 2007
$ $ $ $

Shares issued under the plan to participating
employees -
(c) Expenses arising from share based payment transactions
Options issued under employee option plan 14,750 328,575 14,750 328,575
Shares issued to employees 3,300 3,300

18,050 328,575 18,050 328,575
24.  Auditor's Remuneration

Economic Entity Parent Entity

2008 2007 2008 2007
$ $ $ $

Audit services
BDO Kendalls Audit and Assurance (WA) Pty
Ltd
Audit and review of financial reports 40,879 22,000 26,879 8,800
Other audit work under the Corporations Act
2001 -
Total remuneration for audit services 40,879 22,000 26,879 8,800
Non-audit services
Audit-related services
BDO Consultants (WA) Pty Ltd
Due diligence services - 24,350 24,350
BDO Corporate Tax (WA) Pty Ltd
Taxation services 33,591 3,520 33,591 3,520

33,591 27,870 33,591 27,870
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25.  Key management personnel disclosures

(@) Directors

The following persons were directors of Empire Beer Group Limited during the financial year:

Name

Mr Mel Ashton

Mr lan Macliver

Ms Kate Lamont
Mr Phillip Gallagher
Mr Philip Lucas

Position

(Non-Executive Chairman)

(Non-Executive Director)

(Non- Executive Director)

(Managing Director) — resigned 31 December 2007
(Non-Executive Director) — resigned 23 April 2008

(b)  Other key management personnel

The following persons also had authority and responsibility for planning, director and controlling the
activities of the Group, director or indirectly, during the financial year:

Name

Mr Lyndon Waples
Mr Dean McLeod
Mr Brendan Cocks

Mr Phil Warren

Position

Operations and Venue Manager (appointed 9 July 2007)
Head Brewer (resigned 31 March 2008)

Business Development Manager & Acting CEO (resigned 12
June 2008)

Company Secretary

All of the above persions were also key management persons during the year ended 30 June 2007,
except for Lyndon Waples, Operations manager who commenced employment with the Group on 9

July 2007.

(c) Key management personnel compensation

Consolidated Parent
2008 2007 2008 2007

$ $ $ $
Short-term employee benefits 613,301 449,422 613,301 363,883
Post- employment benefits 34,895 28,739 34,895 22,769
Long-term benefits - -
Share based payments 18,050 328,250 18,050 227,250

666,246 806,411 666,246 613,902

(d)  Equity Instrument disclosures relating to key management personnel

0] Options provided as remuneration and shares issued on the exercise of such options, together
with terms and conditions of the options, can be found in Section D of the Director's

Remuneration Report.

(i)  Option holdings

The number of options over ordinary shares in the company held during the financial year by
each director of Empire Beer Group Limited and other key management personnel of the Group,
including their personally related parties, are set out below:
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25.  Key management personnel disclosures (cont’d)

(d)  Equity Instrument disclosures relating to key management personnel (cont'd)

2008

Balance Granted  Exercised Other Balance  Vestedand Unvested

at the as changes* atendof  exercise-

Name startof  compen- the year able

the year sation
Directors
Mr Mel Ashton 514,286 - - - 514,286 514,286 -
Mr Phillip Gallagher? 1,035,715 - - (1,035,715) - - -
Mr lan Macliver 1 1,806,179 - - - 1,806,179 1,806,179
Ms Kate Lamont 250,000 - - - 250,000 250,000 -
Mr Philip Lucas?® 264,286 - - (264,286) - - -
Key Management
Personnel
Mr Dean Mcleod 1,000,000 - - (1,000,000) - - -
Mr Brendan Cocks* - 1,000,000 - (1,000,000) - - -
Mr Lyndon Waples - 250,000 - - 250,000 250,000 -
Total 4,870,466 1,250,000 - (3,300,001) 2,820,465 2,820,465 -

! 187,500 Unlisted Options ($0.50, 30 November 2009) held by Grange Consulting Group Pty Ltd of which Mr
Macliver is a director and beneficial owner.1,518,679 Listed Options ($0.35, 30 November 2008) held by Max
Capital Pty Ltd of which Mr Macliver is a director and beneficial owner.

? resigned 31 December 2007

8 resigned 23 April 2008

* resigned 12 June 2008

* other changes include adjustments to directors and key management personnel options holding.

2007

Balance Granted  Exercised Other Balance  Vestedand Unvested
at the as changes* atendof  exercise-

Name start of compen- the year able

the year sation
Directors
Mr Mel Ashton - 500,000 - 14,286 514,286 500,000 14,286
Mr Phillip Gallagher - 1,000,000 - 35715 1,035,715 1,000,000 35,715
Mr lan Maclivert - 250,000 - 1,556,179 1,806,179 250,000 1,556,179
Ms Kate Lamont - 250,000 - - 250,000 250,000 -
Mr Philip Lucas - 250,000 - 14,286 264,286 250,000 14,286
Key Management
Personnel
Mr Dean Mcleod - 1,000,000 - - 1,000,000 1,000,000
Mr Brendan Cocks - - - - - - -
Total - 3,250,000 - 1,620,466 4,870,466 3,250,000 1,620,466

l187,500 Unlisted Options ($0.50, 30 November 2009) held by Grange Consulting Group Pty Ltd of which Mr
Macliver is a director and beneficial owner. 1,518,679 Listed Options ($0.35, 30 November 2008) held by Max
Capital Pty Ltd of which Mr Macliver is a director and beneficial owner.

* other changes represent the free attaching options to shares purchased/issued.
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25.  Key management personnel disclosures (cont’d)
(d)  Equity Instrument disclosures relating to key management personnel (cont'd)

(i)  Share holdings
The numbers of shares in the company held during the financial year be each director of Empire
Beer Group Limited and other key management personnel of the Group, including their
personally related parties are set out below. There were no shares granted during the reporting
period as compensation.

2008
Balance atthe ~ Received during  Other changes Balance at the

start of the year ~ the year on the (b) end of the year

Name exercise of
options

Directors
Mr Mel Ashton 157,142 - - 157,142
Mr Philip Gallagher? 513,757 - (513,757) -
Mr lan Macliver 12 1,930,134 - 185,218 2,115,352
Ms Kate Lamont - - - -
Mr Philip Lucas? 407,143 - (407,143) -
Key Management Personnel
Mr Dean Mcleod 350,000 - (350,000) -
Mr Brendan Cocks® 125,000 - (125,000) -
Mr Lyndon Waples - - 30,000 30,000
Total 3,483,176 - (1,180,682) 2,302,494

'1,965,354 Ordinary Shares held by Max Capital Pty Ltd of which Mr Macliver is a director and beneficial owner.
150,000 Ordinary Shares are held by Cornela Pty Ltd of which Mr Macliver is a Director and shareholder.

2 Other changes relate to conversion of preference shares to ordinary shares held by Mr Macliver and issue of
shares to Lyndon Waples as stipulated in his employment contract. Adjustments have been made to directors
and key management personnel shareholdings who resigned during the year.

® resigned 31 December 2007

* resigned 23 April 2008

® resigned 12 June 2008

On 3 August 2008, the directors were issued shares in lieu of their outstanding director’s fees for the year
ending 30 June 2008. The remuneration is reflected in the remuneration report (directors report) as a share
based payment, the shares have not been included in the above table as the shares were approved by
shareholders post financial year end at the general meeting held on 21 July 2008.
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25.  Key management personnel disclosures (cont’d)
(d)  Equity Instrument disclosures relating to key management personnel (cont'd)
2007
Balance atthe  Received during ~ Other changes Balance at the
start of the year ~ the year on the end of the year
Name exercise of
options
Directors
Mr Mel Ashton - - 157,142 157,142
Mr Phillip Gallagher - - 513,757 513,757
Mr lan Maclivert - - 1,930,134 1,930,134
Ms Kate Lamont - - - -
Mr Philip Lucas - - 407,143 407,143
Key Management Personnel
Mr Dean Mcleod - - 350,000 350,000
Mr Brendan Cocks - - 125,000 125,000
Total 3,483,176 3,483,176
! 1,780,134 Ordinary Shares held by Max Capital Pty Ltd of which Mr Macliver is a director.

(e) Loans to key management personnel

There were no loans made or outstanding to directors of Empire Beer Group Limited and other key

management personnel of the Group, including their personally related parties.
® Other transactions with key management personnel

A director, Mr lan Macliver, is a director in the firm of Grange Consulting Pty Ltd, Corporate Advisors.
Grange Consulting has provided corporate advisory services to Empire Beer Group Limited and its
subsidiaries during the year on normal commercial terms and conditions.

A director, Mr lan Macliver, is a director in the firm of Max Capital Pty Ltd, Corporate Advisors. Max
Capital has provided corporate advisory services to Empire Beer Group Limited and its subsidiaries
during the year on normal commercial terms and conditions.

A director, Mr Philip Lucas, is a partner in the firm of Pullinger Readhead Lucas, Lawyers. Pullinger

Readhead Lucas has provided legal advice to Empire Beer Group Limited and its subsidiaries during
the year on normal commercial terms and conditions. Mr Lucas resigned on the 23 April 2008.
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25.  Key management personnel disclosures (cont’d)
)] Other transactions with key management personnel (cont’d)

List other transactions

Aggregate amounts of each of the above types of other transactions with key management personnel
of Empire Beer Group Limited:

2008 2007

$ $
Amounts recognised as expense
Legal fees (listing costs) - 103,310
Legal fees (other) 29,969 33,695
Capital raising fees” 89,983 422,136
Corporate advisory fees (company secretarial and financial management)* 170,795 214,000

290,747 773,141
A Of the total capital raising and corporate advisory fees only $88,000 was received in cash. The

remained fees were converted into ordinary share capital in July 2008 and approved by shareholders.
26. Dividends paid or proposed
There were no dividends paid or proposed during the year.

27.  Non-cash investing and financing activities

Consolidated Parent Consolidated Parent
2008 2008 2007 2007
$ $ $ $
Acquisition of subsidiary (Colonial Brewing
Company Pty Ltd) by means of a share
and option issue - - - 6,276,429
- 6,276,429

On the 28th December 2006 the company issued 8,133,296 ($2,846,653) ordinary shares, 8,352,418
($2,923,346) preference shares and 15,768,606 ($510,766) listed options to complete the acquisition of
Colonial Brewing Company Pty Ltd. No significant transactions of this nature occurred in the year ended 30
June 2008.

28. Events after the balance sheet date

On the 11 August 2008 the Directors of Empire Beer Group Limited have entered into a sale agreement with
Colonial Leisure Group Pty Ltd to purchase the leasehold business of Royal on the Waterfront and Colonial
Brewing Co, Margaret River for a combined $4,450,000. The sale is inclusive of all related business, assets,
brands and intellectual property. Settlement is due in October 2008 and is subject to shareholder approval
and the standard conditions concerning liquor licensing and landlord approval.
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In the Directors’ opinion:

(@)

(b)

(©

(d)

the financial statements, comprising the income statement, balance sheet, cash flow statement,
statement of recognised income and expense, accompanying notes, are in accordance with the
Corporations Act 2001, and:

() complying with Accounting Standards, the Corporations Regulations 2001 and other
mandatory professional reporting requirements; and

(i) give a true and fair view of the financial position as at 30 June 2008 and of the
performance for the year ended on that date of the company.

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; and

The remuneration disclosures included in pages 7 to 16 of the directors’ report (as part of the audited
Remuneration Report), for the year ended 30 June 2008, comply with section 300A of the
Corporations Act 2001.

The Directors have been given the declarations by the chief executive officer and chief financial officer
required by section 295A.

This declaration is made in accordance with a resolution of the Board of Directors and is signed for and on
behalf of the directors by;

/7. sk

Mel Ashton
Non-Executive Chairman

Perth, Western Australia, 18 September 2008
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Board of Directors and Corporate Governance

The Board of Directors of Empire Beer Group Limited (Empire or Company) is responsible for the Corporate
Governance of the Company and is committed to applying the ASX Corporate Governance Council
Principles of Good Corporate Governance and Best Practice Recommendations (ASX Principles). The
Board guides and monitors the business and affairs of Empire on behalf of the shareholders by whom they
are elected and to whom they are responsible.

To ensure the Board is well equipped to discharge its responsibilities it has established guidelines for the
nomination and selection of Directors and for the operation of the Board.

Composition of the Board

The composition of the Board is determined in accordance with the following principles and guidelines:

. The Board should comprise at least three Directors;
. The Board should comprise Directors with an appropriate range of qualifications and expertise; and
. The Board shall meet at least monthly and follow meeting guidelines set down to ensure all Directors

are made aware of, and have available all necessary information, to participate in an informed
discussion of all agenda items;

. The Chairman must be non-executive;

. A majority of non-executive directors, with at least two being independent non-executive.

The Directors in office at the date of this statement are:

Name Role Non-Executive Independent
Mr Mel Ashton Chairman Yes Yes
Mr lan Macliver Non-Executive Director Yes Yes
Ms Kate Lamont Non-Executive Director Yes Yes

Nomination Committee

The Board of directors believe that the company is not of the size to warrant a nomination committee and
therefore allocate the appropriate time as required at their monthly general meetings.

Remuneration Committee
The Board is responsible for determining and reviewing compensation arrangements for the Executive
Directors and the Key Management team. The Board has not established a Remuneration Committee as the

company is not of the size to warrant a remuneration committee. The Board allocates the required time at
there monthly general meetings.
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Audit Committee

The Board has established an Audit Committee, which operates under a charter approved by the Board. It is
the Board'’s responsibility to ensure that an effective internal control framework exists within the entity. This
includes internal controls to deal with both the effectiveness and efficiency of significant business processes.
This includes the safeguarding of assets, the maintenance of proper accounting records, and the reliability of
financial information as well as non-financial considerations such as the benchmarking of operational key
performance indicators. The Board has delegated the responsibility for the establishment and maintenance
of a framework of internal control and ethical standards for the management of the Company to the Audit
Committee.

The Audit Committee also provides the Board with additional assurance regarding the reliability of financial
information for inclusion in the financial reports.

The Audit Committee is also responsible for:

. Assist the Board in reviewing the effectiveness of the organisations internal control environment

. Reliability of financial reporting

. Compliance with applicable laws and regulations

. Monitoring of corporate risk assessment processes

. Nomination of the external auditor and reviewing the adequacy of the scope and quality of the annual
statutory audit and half year statutory audit or review

. Review and approve any accounting policy changes

. Review the audit plan with the external auditor

. Review the level of non-audit services provided by the auditor and ensure it does not adversely affect

the independence.
The members of the Audit Committee comprise the following:

. Mr lan Macliver (Chairman)
. Mr Mel Ashton

Board Responsibilities

As the Board acts on behalf of and is accountable to the shareholders, the Board seeks to identify the
expectations of the shareholders, as well as other regulatory and ethical expectations and obligations. In
addition, the Board is responsible for identifying areas of significant business risk and ensuring arrangements
are in place to adequately manage those risks. The Board seeks to discharge these responsibilities in a
number of ways.

The responsibility for the operation and administration of the Company is delegated by the Board to the
Executive Directors and the Key Management team. The Board ensures that this team is appropriately
qualified and experienced to discharge their responsibilities and has in place procedures to assess the
performance of the Executive Directors and the Key Management team.

The Board is responsible for ensuring the management’s objectives and activities are aligned with the
expectations and risks identified by the Board. The Board has a humber of mechanisms in place to ensure
this is achieved. In addition to the establishment of the committees referred to above, these mechanisms
include the following:

. Contributing to the development of and approving corporate strategy;

. Appointing, assessing the performance of and, if necessary removal of the Managing Director/Chief
Executive Officer;

. Contributing to the performance assessment of members of the senior management team;
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. Reviewing and approving business plans, the annual budget and financial plans including available
resources and major capital expenditure initiatives;
. Overseeing and monitoring:

> Organisational performance and the achievement of strategic goals and objectives;

» Compliance with the company’s code of conduct; and

> Progress of major capital expenditures and other corporate projects including acquisitions, mergers
and divestments.

. Monitoring financial performance including approval of the annual, half yearly and quarterly reports
and liaison with the auditor;
. Ensuring there are effective management processes in place, including reviewing and ratifying

systems of risk identification and management, ensuring appropriate and adequate internal control
processes, and that monitoring and reporting processes are effective;

. Enhancing and protecting the Company’s reputation;

. Approving major capital expenditure, capital management, acquisitions and divestments;
. Reporting to shareholders;

. Appointment of directors; and

. Any other matter considered desirable and in the interest of the Company.

Monitoring of the Board’s Performance and Communication to Shareholders

In order to ensure that the Board continues to discharge its responsibilities in an appropriate manner, the
performance of all Directors is reviewed annually by the chairperson. Directors whose performance is
unsatisfactory are asked to retire.

The Board of Directors aims to ensure that the shareholders, on behalf of whom they act, are informed of all
information necessary to assess the performance of the Directors. Information is communicated to the
shareholders through:

= The annual report which is distributed to all shareholders;
= The half-yearly report available to all shareholders; and
= The annual general meeting and other meetings so called to obtain approval for Board action as

appropriate.
The Empire Beer Group Website — Corporate Governance

The Company intends to publish on its website at http://www.empirebeergroup.com.au information relating to
Empire’s corporate governance policies and practices.

The ASX Principles

The ASX principles are an important regulatory guide for listed companies reporting on their corporate
governance practices. Under ASX Listing Rule 4.10.3, listed companies must disclose the extent to which
they have followed ASX Principles, and if any of the recommendations have not been followed then the

company must explain why not.

The requirements under ASX Listing Rule 4.10.3 apply to Empire and below the Company sets out and
explains any departures by Empire from the ASX Principles.
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1. Lay solid foundations for management and oversight

The ASX Corporate Governance Council states that a company should “Recognise and publish the
respective roles and responsibilities of board and management”.

The Board has adopted a formal charter that sets out the responsibilities reserved by the Board and those
delegated to the Executive Officers. The charter is reviewed annually to ensure it remains consistent with
accepted practice in the context of the Board’'s objective and responsibilities. Specifically, the Board is
charged with: setting the strategic direction of the Empire Group and monitoring management’s performance
within the framework; reviewing whether there are adequate resources available to meet Empire Group
objectives; appointing and removing Executive Directors and overseeing succession plans for the Key
Management team; approving and monitoring financial reporting and capital management; approving and
monitoring the progress of business objectives; assessing the risk management framework and whether
appropriate procedures are being followed; ensuring that the Empire Group has appropriate corporate
governance structures in place including standards of ethical behaviour and promoting a culture of corporate
and social responsibility; and monitoring whether the Board is appropriately skilled to meet the changing
needs of the Company.

The Chairman is responsible for leading the Board in its duties, facilitating effective discussions at board
meetings, ensuring procedures are in place to evaluate board performance and overseeing shareholder
communications. The Executive Directors are responsible for the efficient and effective operation of the
Empire Group, and for bringing material and other relevant matters to the attention of the Board in an
accurate and timely manner.

2. Structure the Board to add value

The ASX Corporate Governance Council states that a company should “Have a board of an effective
composition, size and commitment to adequately discharge its responsibilities and duties”.

Skills

A requirement for the Empire Directors is an understanding of the craft beer brewing sector. All Directors
meet this threshold requirement. They also bring a diverse range of skills, and backgrounds including
investment banking and stockbroking, financial regulation, technology, law and public policy as well as
international business skills. The Board currently consists of five Directors. The experience and qualification
of each Director and their terms of office are further discussed in the directors report.

Experience

The Directors have an appropriate mix of tenure, blending experience with new membership. The Board
considers this mix invaluable. Given the nature of Empire’s business, longstanding involvement and
experience in the craft beer brewing sector is highly desirable to bring the skills, experience and judgement
required for effective decision-making. The Board considers that the Directors exercise independent
judgement in the task of enhancing shareholder value.

Appointment and removal

Board succession planning is considered an important part of the governance process. Progressive and
orderly renewal of board membership is important. The appointment and removal of Directors is governed by
the Empire Board and the Appointment of Non-executive Directors Policy set out the procedures followed
when considering the appointment of new Directors.
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Stakeholder perspectives

An important function of Directors is to bring the perspective of stakeholders to the oversight of a company.
Empire Directors bring many perspectives to the Board’s deliberations including those of members of the
investment community and the views and interests of employees.

Independence

The Company does not currently have a majority of independent Directors. The Board considered that given
the Company’s stage of development and resources available that it was appropriate at this time to have a
majority Non-executive Board, in the interests of maximising efficiency of the Board and developing the
Company’s business.

An independent Director is a Non-executive Director and:

. is not a substantial shareholder of the Company or an officer of, or directly or indirectly associated
with, a substantial shareholder of the Company;

. within the last three years has not been employed in an executive capacity by the Company or another
group member, or been a Director after ceasing to hold any such employment;

. within the last three years has not been a principal of a material professional adviser or a material

consultant to the Company or another group member, or an employee material associated with the
service provided;

. is not a material contractual relationship with the Company or another group member other than as a
Director of the Company;

= has not served on the Board for a period which could, or could reasonably be perceived to, materially
interfere with the Director’s ability to act in the best interest of the Company;

. is free from any interest and any business or other relationship which could, or could reasonably be

perceived to, materially interfere with the Director’s ability to act in the best interests of the Company.

The Company has not considered the Company’s materiality thresholds for assessing independence on the
basis of the Company'’s stage of development and that the Board is currently a majority Non-executive.

In light of the above, one of Empire’s Non-executive Directors is currently considered by Empire to be an
independent Directors.

As circumstances change Directors table any change in outside interests at a meeting of the Board. Where it
is considered that a Director had a material potential conflict, it is noted and where appropriate the relevant

Director absents him or herself for that specific item of business. That decision is minuted.

Board committees

The Board has established a number of committees to assist it in the performance of its duties. Except
where otherwise noted each committee is constituted in accordance with the recommendations in the
Guidelines. The establishment of a delegation of tasks to the committees does not dilute the responsibilities
of the Board as a whole.

The Remuneration and Nomination Committee’s of the Board have not been set up by the Company. Due to

the stage of development of the Company and the resources available, the composition of the Remuneration
and Nomination Committees does not comply with recommendation 2.5 of the ASX Principles.
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The Board of Directors believe that due to the size of the company and the structure of the Board, the Board
considers it more appropriate to set aside time at Board meetings each year to specifically address matters
that would ordinarily fall to a remuneration or nomination committee.

The Committee’s responsibilities cover all the matters recommended in the Guidelines, which include setting
Director competence standards, reviewing succession plans, evaluating the Board’s performance and
making recommendations for appointment and removal of Directors, and making recommendations to the
Board on: executive remuneration and incentive policies; the remuneration packages of senior management;
Empire’s recruitment, retention and termination polices for senior management; incentive schemes;
superannuation arrangements; the remuneration arrangements; and the remuneration framework for
Directors.

The Nomination Committee leads the process of selecting new Directors for consideration by the whole
Board. Directors are expected to advise the Chairman in his capacity as chair of that Committee, before
accepting additional external postings and give assurance that any new responsibilities will not interfere with
the proper execution of their responsibilities to Empire.

The Audit Committee is discussed below.

Independent advice

Empire Directors may seek external professional advice at the expense of the Company on matters relating
to their role as Directors of Empire. However, they must first request approval from the Chairman, which
must not unreasonably be withheld. If permission is withheld the matter may be referred to the whole Board.

3. Promote ethical and responsible decision-making

The ASX Corporate Governance Council states that a company should “Actively promote ethical and
responsible decision-making”.

Code of Ethics and Conduct

Empire has formally adopted a Code of Ethics and Conduct, which promotes ethical and responsible
decision-making by Directors and employees. The Code requires high standards of honesty, integrity,
fairness and equity in all aspects of employment with Empire. The Code also sets the task for management
of delivering shareholder value, with the oversight of the Board, through the sustainable and efficient
operation of the Company.

Education

The Executive Directors of each company within the Empire Group and Company Secretary ensure Directors
and employees of the Empire Group are informed with respect to Corporate Governance.

4, Safeguard integrity in financial reporting

The ASX Corporate Governance Council states that a company should “Have a structure to independently
verify and safeguard the integrity of the company’s financial reporting”.

Empire believes its practices satisfy this principle.
Empire has a structured six-monthly reporting process, culminating in Board sign-off and release of financial
results to the market. The Executive Directors and Chief Financial Officer provide letters of assurance to the

Board for each half-year and full-year result. Empire also releases unaudited quarterly cash flow statements
to the market.
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Empire’s Audit Committee is constituted in accordance with the Guidelines, and its responsibilities and
composition requirements are set out in the Audit Committee Charter. The Composition of the Audit
Committee does not comply with recommendation 4.3 of the ASX Principal due to the stage of development
of the Company and resources available.

The Audit Committee’s primary responsibilities are to review the integrity of the Empire Group’s financial and
external reporting; review and assess the external auditor’s activities, scope and independence; review the
management processes for the identification of significant business risks and exposures and oversee the
monitoring of internal control structures, including controls against conflicts of interest and fraud. The Audit
Committee also has specific responsibility for recommending the appointment or dismissal of external
auditors and monitoring any non-audit work carried out by the external audit firm. The procedures for
appointment of an external auditor are outlined in the charter. No Director has any association, past or
present, with Empire’s external auditor.

Empire is required to undergo regulatory audits each year in order to provide assurances to the market
regulators and Empire shareholders regarding the operational integrity of Empire systems and processes.
The external auditor, BDO Kendalls, under the scrutiny of the Audit Committee, presently conducts these
regulatory audits in return for reasonable fees.

5. Make timely and balanced disclosure

The ASX Corporate Governance Council states that a company should “Promote timely and balanced
disclosure of all material matters concerning the company”.

Empire fulfils its disclosure responsibilities absolutely.
Responsibility for supervision of Empire’s compliance with continuous disclosure lies with the Board.

The Executive Director responsible for Investor relations has the authority and responsibility for approving
market disclosure, which in practice is exercised in consultation with the Company Secretary. The Board
reviews announcements made each month, and considers disclosure obligation in the context of each item
of business which comes before it.

Empire considers its disclosed discussion of financial results meets the standards outlines in the ASX
Guidelines. This disclosure includes availability of materials on the Empire website and provision of all
information necessary for investors to make informed decisions about an investment in Empire securities.

6. Respect the rights of shareholders

The ASX Corporate Governance Council states that a company should “Respect the rights of shareholders
and facilitate the effective exercise of those rights”.

Empire aims to provide good quality, clear communication with shareholders, using available methods and
technologies.

Empire views shareholder meetings as an opportunity for shareholders to meet with and question the Board
and management of Empire. Empire’s external auditor attends the annual general meeting and is available
to answer shareholder questions.

Empire’s website is a key source of information for Empire shareholders and prospective shareholders.

Empire places Company announcements on the site immediately following confirmation of their release to
the market.
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Further communication with shareholders occurs with the distribution of the annual report (unless
shareholders have chosen not to receive these). Email is also an important method of communication for
investors. Key announcements and updates can be received by email where shareholders provide their
details to Empire or the appointed share registrar.

7. Recognise and manage risk

The ASX Corporate Governance Council states that a company should “Establish a sound system of risk and
oversight management and internal control”.

Empire takes this responsibility seriously and has put in place appropriate procedures for risk management.

The Audit Committee has responsibility for reviewing the risk management framework and policies within
Empire. It receives information from the Executive Directors of each business on risks of each business and
risk containment measures adopted. Risk is broadly considered as anything that may impede the

achievement of effective operation of its business and Empire’s strategic goals.

The Audit Committee receives periodic reports monitoring compliance with existing statutory requirements as
well as adherence to internal policies.

Executive Directors and Chief Financial Officer sign-off

Empire has adopted a policy requiring the Executive Directors and Chief Financial Officer to state to the
Board in writing to the best of their knowledge that the integrity of the financial statement is founded on a
sound system of risk management and internal compliance and control which operates efficiently and
effectively in all material respects.

8. Encourage enhanced performance

The ASX Corporate Governance Council states that a company should “Fairly review and actively encourage
enhanced board and management effectiveness”.

Education

All new staff and Directors undertake induction programs run by the respective Executive Officer of the
business. On joining Empire, Directors receive an information package containing copies of all Group
policies and procedures and then receive a reference file each month with information relevant to the
operation of Empire and the industry. Additionally the Board receives periodic briefings on topical issues.
Empire utilizes secure online communication for providing board briefing materials and updates to Directors.

The Board has access to the resources of the Company Secretary and also approves the appointment or
removal of the Company Secretary. The Company Secretary is responsible for providing reference files and
monthly board papers to each Director and ensuring that management provides content in adequate detail.
The Company Secretary is also responsible and accountable to the Board on all Empire governance matters.
9. Remunerate fairly and responsibly

The ASX Corporate Governance Council states that a company should “Ensure that the level and
composition of remuneration is sufficient and reasonable and that its relationship to corporate and individual

performance is defined”.

Empire’s Board has put in place a number of measures to implement this principle.
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Discussion on Empire’s remuneration policies of Non-executive Directors, the Executive Directors and Senior
Executives of the Group and the relationship between such policy and the Company’s performance is
provided in the Directors’ report on page 8-10.

10. Recognise the legitimate interest of stakeholders

The ASX Corporate Governance Council states that a company should “Recognise legal and other
obligations to legitimate stakeholders”.

Empire has a diverse range of stakeholders and has a number of measures in place that recognise their
interests.

The Empire Code of Ethics and Conduct guides compliance with legal requirements and ethical
responsibilities, and also sets a standard for employees and Directors. The code includes standards of care
and diligence, addresses and privacy of information given to Directors, occupational health and safety and
the avoidance of conflicts of interest.
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Additional information required by the ASX Limited Listing Rules not disclosed elsewhere in this Annual Report is set out below.

1. Shareholdings

The issued capital of the Company as at 30 September 2008 is 42,467,464 ordinary fully paid shares and 15,768,606 listed options
(35 cents, 30 November 2008). All issued ordinary fully paid shares carry one vote per share.

Ordinary Shares

Shares Range Holders Units %
1-1,000 5 395 0.00
1,001-5,000 29 95,095 0.22
5,001-10,000 130 992,496 2.34
10,001-100,000 229 8,678,914 20.44
100,001-9,999,999 67 32,700,564 77.00
Total 460 42,467,464 100.00
Unmarketable parcels
There were 113 holders of less than a marketable parcel of ordinary shares.
Listed Options (35 cents, 30 November 2008)
Shares Range Holders Units %
1-1,000 2 528 0.00
1,001-5,000 198 523,594 3.32
5,001-10,000 80 592,065 3.75
10,001-100,000 139 4,184,313 26.54
100,001-9,999,999 28 10,468,106 66.39
Total 447 15,768,606 100.00
Unmarketable parcels
There were 442 holders of less than a marketable parcel of listed options.
2. Top 20 Shareholders as at 30 September 2008
Name Number of Shares %
1 Finico Pty Ltd 3,817,248 8.99
2 J&J Bandy Nominees Pty Ltd 3,150,000 7.42
3 Golden Hotels Pty Ltd 2,297,138 541
4 Max Capital Pty Ltd 2,126,901 5.01
5 Finico Pty Ltd (Super Fund A/C) 1,930,523 4.55
6 Furner Holdings Pty Ltd 1,147,945 2.70
7 Bridgeway Enterprises Pty Ltd 850,000 2.00
8 Pennilane Investments Pty Ltd 825,000 1.94
9 Associated Metal Craft Pty Ltd 800,000 1.88
10 | Goblin Investments Pty Ltd 649,078 1.53
11 | Mr Peter Stawski & Mrs Mary Stawski 600,000 141
12 | Arredo Pty Ltd 560,000 1.32
13 | MrJohn Vadala & Mrs Kerry Rose Vadala 536,986 1.26
14 | Fremantle Enterprises Pty Ltd 500,000 1.18
15 | Western Plaza Hotel Corporation Pty Ltd 500,000 1.18
16 | Locope Pty Ltd 495,000 1.17
17 | Kingsford Investments 487,097 1.15
18 | Wilhaja Pty Ltd 467,483 1.10
19 | Rawler Nominees Pty Ltd 433,973 1.02
20 | Mr Simon Peter Wardman 416,165 0.98
22,590,537 53.20
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3. Top 20 Option holders as at 30 September 2008

Name Number of Options %
1 Golden Hind Holdings Pty Ltd 1,995,274 12.65
2 Max Capital Pty Ltd 1,518,679 9.63
3 J&J Bandy Nominees Pty Ltd 1,012,381 6.42
4 Furner Holdings Pty Ltd 814,612 517
5 Mr John Vadala & Ms Kerry Rose Vadala 536,986 341
6 Finico Pty Ltd 432,143 2.74
7 Mr Christopher David McGrath 431,146 2.73
8 Mr Paul Anthony Gardiner & Mrs Anne Elizabeth Gardiner 356,165 2.26
9 Rawler Nominees Pty Ltd 327,306 2.08
10 | Mr Peter Stawski & Mrs Mary Stawski 300,000 1.90
11 | Treluc Investments Pty Ltd 267,000 1.69
12 | Mr Simon Peter Wardman 226,028 1.43
13 | Mr Charles William Thomas 219,927 1.39
14 | Lorste Pty Ltd 219,178 1.39
15 | Ms Boon Chin Seow 162,816 1.03
16 | Mr Neil James Wise & Mrs Victoria Luisa Millar-Wise 161,976 1.03
17 | Mr Dennis George Larcombe 160,000 1.01
18 | Mr Salvatore Vadala & Ms Sheridan Vadala 150,685 0.96
19 | Mr Simon Peter Wardman 145,137 0.92
20 | Bridgeway Enterprises Pty Ltd 143,750 0.91
9,581,189 60.75
4. Substantial Shareholders as at 30 September 2008
Name Number of Shares %

1. | Finico Pty Ltd 5,747,771 13.54

2. | J&J Bandy Nominees Pty Ltd 3,150,000 742

3. | Golden Hotels Pty Ltd 2,297,138 541

4. | Max Capital Pty Ltd 2,126,901 5.01

5. Unquoted equity securities

The unlisted securities of the Company as at 1 October 2007 are 4,500,000 Options and 575 Convertible notes. The Options and

convertible notes do not carry a right to vote at a general meeting of Shareholders

Unlisted Options

Vesting Date Exercise Price No. of Options No. of Expiry Date
Holders
1 October 2006 $0.50 4,500,000 7 30 November 2009
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5. Unquoted equity securities (cont’d)

Convertible Notes

Issue date Issue price No. of Notes No. of Interest Rate Expiry Date
Holders Per annum
22 May 2008 $1000 575 9 10% 21 May 2008

Each note is convertible into 10,000 ordinary fully paid shares and 10,000 options (exercisable at 10 cents per share on or

before 30 June 2011). The note holder can elect to convert their convertible notes (minimum conversion parcel of 20% of the
total notes issued to the holder) at any time. The note is unsecured.

6. Restricted Securities subject to escrow period

Period of Escrow 24 Months 24 Months Total
Expiry of Escrow 9 January 2009 9 January 2009

Ordinary shares 1,900,000 - 1,900,000
Options(exercisable at $0.50 on

or before 30 November 2009) 2,250,000 2,250,000

7. Voting rights

In accordance with the Company's Constitution, on a show of hands every shareholder present in person or by proxy, attorney
or representative of a shareholder has one vote and on a poll every shareholder present in person or by proxy, attorney or
representative of a shareholder has in respect of fully paid shares, one vote for every share held. No class of option holder has
a right to vote, however the shares issued upon exercise of options will rank pari passu with the existing fully paid ordinary

shares.

8. Use of Cash and Assets

In accordance with Listing Rule 4.10.19, the company confirms that it has been using the cash and assets it had acquired at the
time of admission and for the year ended 30 June 2008 in a way that is consistent with its business objective and strategy.
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