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Directors’ Report

The directors present their report together with the financial report of Clarius Group Limited, (the “Company”)

and its controlled entities (the “consolidated entity”) for the financial year ended 30 June 2010 and the
auditor’s report thereon.

Directors

The directors of the Company at any time during or since the end of the financial year are:

Name Position Date of Appointment
Mr Geoffrey J Moles Managing Director 1 March 1984

Mr Lawrence J Gibbs Non-Executive Chairman 29 August 2001

Mr Peter D Bunting Non-Executive Director 6 July 2004

Ms Penelope Morris Non-Executive Director 23 August 2005

Principal Activities

Clarius Group (ASX: CND) is a specialist in the employment services market providing recruitment,
contractor and staff services across the Asia Pacific region.

Established over twenty six years ago and listed on the Australian Stock Exchange in 1997, Clarius Group
has a reputation for high-quality delivery and remains one of the largest, longest standing and best
performing recruitment suppliers in the region.

Clarius Group operates through a number of quality specialist brands:

Recruitment

e Candle Information and Communications Technology

e Alliance Recruitment Corporate Services and Financial Services
e Lloyd Morgan Accounting and Finance

e The One Umbrella Library and Records Management

e SouthTech Personnel Technical and Engineering

e JAVIT Managed IT Services and Professional IT

Clarius Group employs over 320 staff through a network of offices located in Sydney, Melbourne, Brisbane,
Perth, Adelaide and Canberra in Australia; Auckland and Wellington in New Zealand; Hong Kong, and
Beijing and Shanghai in China.

There were no significant changes in the nature of the consolidated entity’s principal activities during the
financial year.
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Operating Results

The consolidated profit of the consolidated entity after providing for income tax for the financial year
amounted to $3,019,000 (2009: loss $8,322,000).

Dividends Paid or Recommended

Dividends paid to members during the financial year were as follows:

2010
$000

No final dividend was paid

No interim dividend was paid:

On 25 August 2010 the Directors resolved to declare a fully franked final dividend of 2.0 cents per share to
be paid on 15 October 2010 amounting to $1.7 million.

Review of Operations

Net profit after tax for the second half of the year was $1.9 million up 73% on the first half result of $1.1
million. The combined result was a net profit after tax of $3.0 million for the full year compared to a loss of
$8.3 million for the prior year. The 2009 result included an impairment write down of $10.1 million. The
improvement in the profit is a result of improved trading conditions with higher demand for our services.

The cash flow for the second half was positive at $2.9 million resulting in a full year negative operating cash
flow of $1.2 million. The gearing ratio at balance date was 0.9%.

Continued focus on cost control has seen further reduction in the cost base of the business which was
necessary to maintain and improve profitability. Although the gross margin of the business was down by
$10.8 million, the profit after tax was up when compared to 2009 which was $1.8 million before impairment.
Our strategy to protect the business and remain profitable in a climate of reduced demand for our services is
now demonstrated in the results. We now have had three consecutive halves of profit growth.

Staff numbers are now constant at 320 in line with current levels of demand for our services. We do have the
capacity for further growth in the short term without the need to significantly increase staff numbers.

Financial Position

The net assets of the consolidated entity have increased by $18.1 million from 30 June 2009. This was due
primarily to the share placement and rights issue undertaken in October 2009 that raised approximately
$15.0 million that was applied to the repayment of borrowings. Gearing at balance date was modest at 0.9%
with significant undrawn credit facilities.

Overall the consolidated entity is in a sound position with little gearing, un-drawn financing facilities and the
potential to raise further capital as and when required. The Directors believe the consolidated entity is in a
financial position to continue to grow both organically and through opportunistic acquisition when they arise.

Significant Changes in State of Affairs

There were no significant changes in the state of affairs of the consolidated entity during the financial year.
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Future Developments

The likely developments in the operations of the consolidated entity and the expected results of those
operations in financial years subsequent to the year ended 30 June 2010 are included in greater detail in the
Managing Director’s review section of the annual report.

These developments, together with the current strategy of continuous productivity improvement, are
expected to assist in the achievement of the Company’s long term goals.

Events Subsequent to the Reporting Date

No matters or circumstances have arisen since the end of the financial year which significantly affected or
may significantly affect the operations of the consolidated entity, the results of those operations, or the state
of affairs of the consolidated entity in subsequent financial years, other than the following:

On the 25™ August 2010 the Company resolved that a fully franked final dividend of 2.0 cents per share be
paid on 15 October 2010 and that the Dividend Reinvestment Plan operate with a 2.5% discount in relation
to this final dividend

Environmental Issues

The consolidated entity’s operations are regulated by the relevant Commonwealth and State legislation.
The nature of the Company’s business does not give rise to any significant environmental issues.

Information on Directors
Geoffrey J Moles
Managing Director

Geoffrey Moles has over 40 years commercial experience in Information Technology (IT) and Recruitment
including over 30 years at senior management levels. In 1984, he established Candle Computer Services Pty
Ltd which became Candle Australia Limited when it listed on the ASX in 1997 before changing its name to
Clarius Group Limited in 2007. Geoffrey’s roles in the Clarius Group have been Founder, Managing Director
and Chairman.

Prior to Candle, Geoff worked in the IT industry with a major mainframe/hardware supplier and subsequently
a major Australian based Software House.
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Lawrence J Gibbs

Non-Executive Chairman

Lawrence Gibbs is currently Managing Director of BG Capital Corporation Limited, an independent
investment banking firm. Lawrence was previously executive director and head of investment banking at
Burdett Buckeridge & Young Limited, a well known Australian stockbroking and investment banking firm. He
has 35 years experience in the financial services industry, including senior executive positions in funds
management, corporate advisory, investment banking and stockbroking. Lawrence is a director of several
private investment companies. Lawrence holds a Bachelor of Economics degree and is a member of the
Australian Institute of Company Directors.

Lawrence is also a member of the Board Audit, Risk and Compliance Committee and the chairman of the
Board Remuneration and Nominations Committee

Peter D Bunting
Non-Executive Director

Peter Bunting LLB FCA, worked for 31 years in the accounting profession, with 16 years as a partner in
Deloittes. From 2000 to 2005 he was chairman of the Health Insurance Commission, then a major Federal
Government agency, delivering health programs including Medicare and the PBS. He is a director of several
unlisted companies.

Peter is chairman of the Board Audit, Risk and Compliance Committee and is a member of the Board
Remuneration and Nominations Committee.

Penelope Morris AM
Non-Executive Director

Penny Morris has been a professional company director since 1994 serving on a diverse range of public
company and government enterprise boards. She is currently a director of Mirvac Limited, NSW Institute of
Teachers and Bowel Cancer & Digestive Research Institute Australia. Prior to this period, Penny held senior
executive positions with Lend Lease in Sydney, and the Commonwealth Government in Canberra. Penny
has a Bachelor of Architecture (Hons.), a Masters of Environmental Science and Diplomas of Company
Directorship and International Company Directorship.

Penny is also a member of the Board Audit, Risk and Compliance Committee and a member of the Board
Remuneration and Nominations Committee.
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Director’s Interests in Shares and Options

At the date of this report, the particulars of shares and options in which each director has a relevant interest
either directly or indirectly are:

Geoffrey J Moles
4,078,948 ordinary shares

Lawrence J Gibbs

67,096 ordinary shares

Peter D Bunting
9,643 ordinary shares

Penelope Morris

51,429 ordinary shares

Company Secretary

Nick Geddes FCA, FCIS Company Secretary. Nick is the principal of Australian Company Secretaries, a
company secretarial practice that he formed in 1993. Nick is immediate past President of Chartered
Secretaries Australia and a former Chairman of the NSW Council of that Institute. His previous experience,
as a Chartered Accountant and Company Secretary, includes investment banking, development and venture
capital in Europe, Africa, the Middle East and Asia.

Qualifications: Chartered Accountant (Fellow of Institute of Chartered Accountants in England & Wales)
and Fellow of the Institute of Chartered Secretaries (Chartered Secretaries Australia).

Remuneration Report
The remuneration report is set out under the following headings:

Non-Executive Director Remuneration

Principles used to determine the nature and amount of executive remuneration
Details of Directors’ and key management personnel remuneration
Employment contracts

Share-based payments

The information provided under these headings includes remuneration disclosures that are required under
the Corporations Act 2001. These disclosures have been transferred from the financial report and have been
audited.

Non-Executive Director Remuneration

The Board'’s policy is to remunerate non-executive directors at market rates for comparable companies. Such
remuneration is provided in recognition of the time, commitment and responsibilities assumed by non-
executive directors. The Remuneration and Nominations Committee determines payments to the non-
executive directors and reviews their remuneration annually, based on market practice, duties and
accountability. Independent external advice is sought when required. The maximum aggregate amount of

_*_
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fees that can be paid to non-executive directors is subject to approval by shareholders at the Annual General
Meeting. Fees for non-executive directors are not linked to the performance of the consolidated entity. Non-
executive directors do not receive options or any form of equity as remuneration.

Principles used to determine the nature and amount of executive remuneration

Executive Remuneration Policy

The Board Remuneration and Nominations Committee Terms of Reference (Executive Remuneration
Policy), sets out the terms and conditions by which the chief executive and other senior executives
remuneration is determined. The Executive Remuneration Policy was developed by the Remuneration and
Nominations Committee and approved by the Board after seeking professional advice from independent
external consultants where required. All executives receive a base salary (which is based on factors such as
length of service and experience), superannuation, fringe benefits, options and performance incentives. The
Remuneration and Nominations Committee reviews executive remuneration annually, as requested by the
Managing Director, by reference to the consolidated entity’s performance, executive performance and
comparable information from industry sectors and other listed companies in similar industries.

The Board Executive Remuneration Policy has been designed to align executive and shareholder interests
and objectives. The Board believes the Executive Remuneration Policy to be appropriate and effective in
attracting and retaining skilled executives to run and manage the business.

The performance of executives is measured against criteria agreed annually with each executive and the
criteria are based predominantly on the forecast growth of the consolidated entity’s profits and shareholder
value. Bonuses and incentives are linked to predetermined performance criteria. The Board may, however,
exercise its discretion in relation to approving incentives, bonuses and options, and can recommend changes
to the Board Remuneration and Nominations Committee’s recommendations. Any changes must be justified
by reference to measurable performance criteria. The policy is designed to attract skilled executives and
reward them for performance that results in long-term growth in shareholder wealth.

Executives are also entitled to participate in the employee share option arrangements.

The non-executive directors and executives are entitled to a superannuation guarantee contribution required
by the Government and do not receive any other retirement benefits.

All remuneration paid to executives is valued at cost to the Company and expensed. Options are valued
using the American Call Option Pricing methodology.

Performance based remuneration

As part of the chief executive and senior executives’ remuneration package there is a performance-based
component, related to Key Performance Indicators (KPIs). The intention of this program is to facilitate
congruence of goals between executives and those of the business and shareholders. The KPIs are set
annually, with a degree of consultation with executives to ensure their commitment to achieving those goals.
The measures are specifically tailored to the areas of each executive's involvement within the business and
over which they have control.

The annual KPI's target the areas the Board believes hold the greatest potential for the consolidated entity’s
expansion and profitability, covering financial and non-financial as well as short-term and long-term goals.
The level set for each KPI is based on budgeted figures for the consolidated entity and respective industry
standards.

Performance in relation to the KPIs is assessed annually, with bonuses being awarded depending on the
number and deemed difficulty of the KPIs achieved. Following the annual assessment, the KPls are
reviewed by the Managing Director, with assistance as may be required from the Board Remuneration and
Nominations Committee in light of the desired and actual outcomes and their efficiency is assessed in
relation to the consolidated entity’s goals and shareholder wealth, before the KPls are set for the following
year.
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In determining whether or not a financial KPI has been achieved, the Company bases the assessment on
audited figures, however, where the KPI involves comparison of the consolidated entity or a division within
the consolidated entity to the market, independent reports are obtained from organisations such as Standard
& Poors.

Consequences of performance on shareholder wealth

In considering the Groups performance and benefits for shareholder wealth, the remuneration committee
have regard to the following indicies in respect of the current financial year and previous four financial years.

2010 2009 2008 2007 2006

Profit attributable to owners of the Company $3,010,000 ($8,322,000) $11,333,000 $13,405,000 $11,707,000
Dividends paid - - $9,104,000 $10,114,000  $9,550,000
Share price at the end of the year $0.63 $0.51 $1.11 $3.15 $3.25
Return on capital employed 2.9% N/A 12.2% 15.8% 16.3%

Options issued as part of remuneration

Options may be issued to the Managing Director and senior executives as part of their remuneration. The
options are not issued based on performance criteria alone, as they are also issued to encourage staff
retention within the consolidated entity. The key goal is to increase congruence of goals between executives,
staff, directors and shareholders.
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Details of directors’ and key management personnel remuneration

The remuneration of each director is as follows:

Post- Share
Short-term employee benefits employment Long term benefits based
benefits payment
PO Gy DUCIOr O pyygq Superannuation oG8, Termination N DG omunerato
leave $ d value $ n paid $
Directors
Geoffrey J Moles
2010 501,001 - 40,000 14,461 - - - 555,462
2009 200,000 108,410 - - 9,756 - - - 318,166
Lawrence J Gibbs
2010 - 100,917 - - 9,083 - - - 110,000
2009 - 66,546 - - 5,989 - - - 72,535
Peter D Bunting
2010 - 77,982 - - 7,018 - - - 85,000
2009 - 75,024 - - 6,752 - - - 81,776
Penelope Morris
2010 - 73,968 - - 1,032 - - - 75,000
2009 - 71,290 - - - - - - 71,290
Diana J Eilert (1)
2010 - - - - - - - - -
2009 200,467 - - - 11,530 - 250,000 - 461,997

(1) Diana J Eilert ceased employment 3 November 2008
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The remuneration of key management personnel of the consolidated entity not included above is as follows:

Short-term employee Post- . Share
employment Long term benefits based
benefits payments
Consolidated Salary $ Bogus Superar;snuation sle_;\?ige ;Z;?jgﬁgog Ar?nplj;)lir']ssed reml]-r?tt;flation
leave $ value $ paid $
Key management personnel
Kym L Quick
2010 243,471 25,000 14,461 15,401 - - 298,333
2009 264,319 65,000 13,744 - - 57,549 400,612
Paul A Barbaro
2010 241,794 20,000 14,461 - - - 276,255
2009 256,255 70,000 13,744 - - 67,415 407,414
Mark A Langan
2010 234,000 - 14,461 - - - 248,461
2009 137,700 - 8,330 - - - 146,030
Linda A Trevor (2)
2010 31,405 - 1,766 - - - 33,171
2009 - - - - - - -
David M Stewart (3)
2010 185,085 55,651 10,846 - 75,000 - 326,582
2009 244,615 103,877 12,073 - - 14,524 375,089
Kerryn L Divall (1)
2010 185,628 20,000 14,461 - 47,500 - 267,589
2009 172,166 25,000 13,744 - - 1,777 212,687

(1) Kerryn L Divall ceased employment 9 June 2010
(2) Linda Trevor commenced employment 13 May 2010
(3) David Stewart ceased employment 4 February 2010
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The relative proportions of the remuneration that are linked to performance and those that are fixed are
as follows:

Performance based

Fixed remuneration Share based

% payr;;)ents payments %
Directors
Geoffrey J Moles
2010 93 7 -
2009 100 - -
Lawrence J Gibbs
2010 100 - -
2009 100 - -
Peter D Bunting
2010 100 - -
2009 100 - -
Penelope Morris
2010 100 - -
2009 100 - -
Diana J Eilert
2010 - - -
2009 100 - -
Key management personnel
Kym L Quick
2010 92 8 -
2009 70 16 14
Paul A Barbaro
2010 93 7 -
2009 67 17 16
Linda A Trevor
2010 100 - -
2009 - - -
Mark A Langan
2010 100 - -
2009 100 - -
Kerryn L Divall
2010 93 7 -
2009 89 11 -
David M Stewart
2010 83 17 -
2009 70 27 3

The basis of the performance based bonus is described above.

The remuneration of key management personnel and the returns to the company's shareholders are aligned
through the remuneration policies implemented by the board as follows:

————————
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The KPI's assigned to key management personnel directly impact the amount of bonus payments made and
potential salary increases. These KPI's are directly linked to the profitability of the Company and the
achievement of the Company's financial goals during the respective twelve month service period. Therefore,
the level of remuneration of key management personnel is directly linked to the performance of the Company

in each twelve month period.

The vesting conditions relating to the Employee and Executive Option plans include a requirement for the
Company's share price to exceed the relevant ASX share price index for similar sized companies.
Notwithstanding the fact that the Company's share price is impacted by external factors and market
movements that are outside the control of key management personnel, the extent of the benefit that key
management personnel may derive from participation in the plan increases as the Company's share price
increases over the longer term.

Employment contracts

Remuneration and other terms of employment for the Managing Director and other key management
personnel are formalised in contracts of employment. Each of these agreements provide for the
remuneration terms including the provision of performance-related cash bonuses and other benefits. There
are no specified lengths of service included within the contract. The Managing Director’s contract may be
terminated by either party with six months notice. All other contracts with key management personnel may be
terminated by either party with between two and six months notice.

Name & Position

Term of agreement

Basis of salary payment

Notice period

Geoffrey J Moles — Managing
Director

On-going until terminated by
either party

Base salary, inclusive of superannuation, for the year
ended 30 June 2010 of $500,000 to be reviewed annually
by the Board Remuneration and Nominations Committee

Notice period of 3
months by either party.

Kym L Quick — Chief Operating
Officer

On-going until terminated by
either party

Base salary, inclusive of superannuation, for the year
ended 30 June 2010 of $320,000 to be reviewed annually
by the Managing Director

Notice period of 3
months by either party.

Paul A Barbaro — Executive
General Manager — Alliance

On-going until terminated by
either party

Base salary, inclusive of superannuation, for the year
ended 30 June 2010 of $270,000 to be reviewed annually
by the Managing Director

Notice period of 2
months by either party.

Linda A Trevor - Executive
General Manager (commenced
employment 13 May 2010)

On-going until terminated by
either party

Base salary, inclusive of superannuation, for the 2 months
ended 30 June 2010 of $33,171 to be reviewed annually
by the Managing Director (annual salary is $250,000).

Notice period of 2
months by either party.

Kerryn L Divall — General
Manager, Finance (ceased
employment 9 June 2010)

Agreement terminated
effective 9 June 2010

Base salary, inclusive of superannuation, for the year
ended 30 June 2010 of $204,461

Notice period of 3
months by either party.

Mark A Langan — General
Manager Finance

On-going until terminated by
either party

Base salary, inclusive of superannuation, for the year
ended 30 June 2010 of $248,461.

Notice period of 1
month by either party

David M Stewart — Chief Executive
Officer - ICT (ceased employment 4
February 2010)

Agreement terminated
effective 4 February 2010

Base salary, inclusive of superannuation, for the year
ended 30 June 2010 of $314,461 to be reviewed annually
by the Managing Director

Notice period of 3
months by either
party.
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Share-Based Payments

Non-cash Benefits include the annualised value of the options granted over unissued ordinary shares during
the financial year valued using the American Call Option Pricing model. Options vest over four financial years

and only on the satisfaction of a performance hurdle.

Option Holdings

Ol/%?llgggg Granted Exercised Lapsed/forfeited 30/%2621828 30/0\{5?258(31%
Directors
Geoffrey J Moles - - - - - -
Lawrence J Gibbs - - - - - -
Peter D Bunting - - - - - -
Penelope Morris - - - - - -
Key Management Personnel
Kym L Quick 1,200,000 - - 200,000 1,000,000 -
Paul A Barbaro 1,000,000 - - - 1,000,000 -
Kerryn L Divall 95,000 - - 95,000 - -
Mark A Langan - - - - - -
David M Stewart 400,000 - - 400,000 - -
Linda A Trevor - - - - - -
Total 2,695,000 - - 695,000 2,000,000 -

Options that were granted over unissued ordinary shares pursuant to the rules of the Share Option Plan,
during the financial year by the Company to key management personnel as part of their remuneration are as

follows:

No. Options

Exercise
Price

Expiration
Date

Fair Value at Grant

Date (dollars)

Vesting
Period
(years)

Fair Value per
option at
Grant Date
(cents)

Options Granted to

Kym L Quick -
Paul A Barbaro -
Kerryn L Divall -
Mark A Langan -
David M Stewart -

Linda A Trevor -
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Shareholdings

0UOTIZ000 remuneration  exercised  MOVETNt  ag0eots
Directors
Geoffrey J Moles 2,970,290 - - 1,108,658 4,078,948
Lawrence J Gibbs 52,185 - - 14,911 67,096
Peter D Bunting 7,500 - - 2,143 9,643
Penelope Morris 40,000 - - 11,429 51,429
Key Management Personnel
Kym L Quick - - - - -
Paul A Barbaro - - - - -
Kerryn L Divall - - - - -
Mark A Langan - - - - R
David M Stewart - . - - -
Linda A Trevor - - - - -
Total 3,069,975 - - 1,137,141 4,207,116
Shares Issued on Exercise of Options during the Year
Number of Amount paid Amount
shares issued per share unpaid per
$ shar;

Directors

Diana J Eilert -

Key Management Personnel

Kym L Quick -
Paul A Barbaro -
Kerryn L Divall -
Mark A Langan -
David M Stewart -

Linda A Trevor -

Total -
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Meetings of Directors

During the financial year, thirteen meetings of directors were held. Attendances were:

Director Number of meetings Number of
held (1) meetings attended

Geoffrey J Moles 13 13

Peter D Bunting 13 12

Lawrence J Gibbs 13 13

Penelope Morris 13 12

(1) The number of meetings held during the time the Director was a member of the Board.

Board Audit Risk and Compliance Committee meetings

During the financial year, five Committee meetings were held. Attendances were:

Director Number of meetings Number of
held (2) meetings attended

Lawrence J Gibbs 5 4

Peter D Bunting 5 5

Penelope Morris 5 5

(2) The number of meetings held during the time the Director was a member of the Board Audit Risk and Compliance Committee.

Board Remuneration and Nominations Committee meetings

During the financial year, two Committee meetings were held. Attendances were:

Director G ed® " meetings attended
Peter D Bunting 2
Lawrence J Gibbs 2
Penelope Morris 2

(3) The number of meetings held during the time the Director was a member of the Board Remuneration and Nominations Committee.
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Indemnifying Officers or Auditor

The Company has entered into deeds of indemnity, insurance and access with each of the directors and the
company secretary. These were approved by shareholders at the 2001 annual general meeting. The
indemnity will only indemnify a director to the extent permitted by the law and the Company’s constitution.

The Company has not, during or since the end of the financial year, in respect of any person who is or has
been an officer or auditor of the Company or a related body corporate:

¢ indemnified or made any relevant agreement for indemnifying against a liability incurred as an
officer, including costs and expenses in successfully defending legal proceedings; or

e paid or agreed to pay a premium in respect of a contract insuring against a liability incurred as an
officer for the costs of expenses to defend legal proceedings; with the exception of the following;

e during the year the Company paid a premium to insure the directors listed in this report against
liabilities for the costs and expenses incurred by them in defending any legal proceedings arising out
of their conduct while acting in the capacity of directors of the Company. The terms of the policy
prohibit disclosure of the premium paid.

Directors’ Benefits

No director has received or become entitled to receive, during or since the end of the financial year, a benefit
because of a contract made by the Company, controlled entity or a related body corporate with a director, a
firm of which a director is a member or an entity in which a director has a substantial financial interest other
than as disclosed in note 8 of the financial statements.

This statement excludes a benefit included in the aggregate amount of emoluments received or due and
receivable by directors and shown in the Company’s financial statements, or the fixed salary of a full-time
employee of the Company, controlled entity or a related body corporate.

Proceedings on Behalf of the Company

No person has applied for leave of Court under section 237 of the Corporations Act 2001 for leave to bring
proceedings on behalf of the Company, or to intervene in any proceeding to which the Company is a party
for the purpose of taking responsibility on behalf of the Company for all or part of those proceedings.

No proceedings have been brought or intervened in on behalf of the Company with leave of the Court under
section 237 of the Corporations Act 2001.
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Non-Audit Services

The Board of Directors, in accordance with the advice from the Board Audit Risk and Compliance
Committee, is satisfied that the provision of non-audit services during the year is compatible with the general
standard of independence for auditors imposed by the Corporations Act 2001. The directors are satisfied that
the services disclosed below did not compromise the external auditor’s independence for the following
reasons:

e the nature and scope of all non-audit services are reviewed and approved by the Board Audit Risk
and Compliance Committee prior to commencement to ensure they do not adversely affect the
integrity and objectivity of the auditor; and

e the nature of the services provided do not compromise the general principles relating to auditor
independence as set out in the Institute of Chartered Accountants in Australia and CPA Australia’s
Professional Statement F1: Professional Independence.

The following fees for non-audit services were paid or payable to the external auditors during the year ended
30 June 2010:

Consolidated Parent
2010 2009 2010 2009
$ $ $ $
Audit Services:
Auditors of the Company:
KPMG Australia
Audit and review of financial reports 152,000 - 152,000 -
Overseas KPMG firms
Audit and review of financial reports 49,000 - - -
201,000 - 152,000 -
Previous parent company auditor
Audit and review of financial reports - 160,000 - 160,000
Other auditors
Audit and review of financial reports 25,653 94,573 - -
226,653 254,573 152,000 160,000
Other Services
Auditors of the Company:
KPMG Australia
Economic research and analysis 44,000 - 44,000 -
44,000 - 44,000 -
Other Services
Previous parent company auditor
Taxation services 56,875 34,513 45,800 32,000
Business services 2,170 10,915 2,170 10,915
59,045 45,428 47,970 42,915
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Auditor's Independence

The lead auditor's independence declaration for the year ended 30 June 2010 has been received and can be
found on page 18 of the directors’ report.

Rounding of Amounts

The Company has applied the relief available to it in ASIC Class Order 98/100, and accordingly, amounts in
the financial statements and the directors’ report have been rounded to the nearest thousand dollars.

Signed in accordance with a resolution of the Board of Directors

//\\/\//f/

Geoff] ey J Mol Lawrence J Gibbs
Managing Director Chairman

Dated at Sydney this 25th day of August 2010
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Lead Auditor’s Independence Declaration under Section 307C of the Corporations Act 2001

To: the directors of Clarius Group Limited

I declare that, to the best of my knowledge and belief, in relation to the audit for the financial
year ended 30 June 2010 there have been:

(i) no contraventions of the auditor independence requirements as set out in the
Corporations Act 2001 in relation to the audit; and

(i) no contraventions of any applicable code of professional conduct in relation to the
audit,

KPMG

KPMG

David Sinclair
Partner

Sydney

25 August 2010

18

KPMG, an Australian Eartr]ership and a member firm of the KPMG network )
of independent member firms affiliated with KPMG International, a Swiss cooperative.



Financial Statements

Statement of Comprehensive Income @

For the year ended 30 June 2010

Consolidated

Parent Entity

Note 2010 2009 2010 2009
$000 $000 $000 $000
Revenues from continuing operations 4 266,109 293,397 182,777 199,231
On hired labour costs (217,495) (234,007) (157,929) (162,898)
Gross Profit 48,614 59,390 24,848 36,333
Employee benefits expense (33,092) (40,367) (17,977) (19,747)
Depreciation and amortisation expense 5 777) (1,256) (340) (584)
Operating rental expense (3,256) (3,568) (1,339) (1,272)
Other expenses (6,394) (9,971) 251 (1,770)
Results from operating activities 5,095 4,228 5,443 12,960
Finance income 4 39 41 548 415
Finance cost 5 (394) (2,437) (338) (1,362)
Net finance costs (355) (1,396) 210 (947)
Impairment of goodwill and investments - (10,120) - (6,289)
Profit / (Loss) before income tax 4,740 (7,288) 5,653 5,724
Income tax expense 6 (1,721) (1,034) (2,802) (1,046)
E:g:;aé(lc_;cr)gjz)f&rnngear attributable to the members of 3,019 (8.322) 3.851 4678
Other comprehensive income
Egéergir:)g:rrency translation differences for foreign a4 002 (337) 9
Income tax on other comprehensive income - - - -
cher comprehensive income for the period, net of 24 902 (337) 9
income tax
Total comprehensive income for the period 3,063 (7,420) 3,514 4,687
Cents Per Share
Basic earnings per share 10 3.8 (14.0)
Diluted earnings per share 10 3.7 (12.1)

(1)The above Statement of Comprehensive Income should be read in conjunction with the accompanying notes.

Clarius Group Limited and Controlled Entities Financial Report for the Year Ended 30 June 2010



Financial Statements

Statement of Financial Position (2

As at 30 June 2010

Consolidated

Parent Entity

Note 2010 2009 2010 2009
$000 $000 $000 $000

Current assets
Cash assets and cash equivalents 12 1,258 2,701 27 1,670
Trade and other receivables 13 54,799 50,134 78,586 72,273
Current tax receivable 20 547 664 575 547
Total current assets 56,604 53,499 79,188 74,490
Non-current assets
Trade and other receivables 13 - - 12,432 12,329
Plant and equipment 15 1,518 1,929 595 662
Deferred tax assets 14 2,608 2,475 1,256 1,153
Other financial assets 16 - - 12,836 12,828
Intangible assets 18 68,621 67,719 19,309 18,876
Total non-current assets 72,747 72,123 46,428 45,848
Total assets 129,351 125,622 125,616 120,338
Current liabilities
Trade and other payables 19 20,878 21,534 16,501 16,457
Bank overdraft 11 2,223 639 1,714 -
Interest bearing liabilities 11 - 15,000 - 15,000
Provisions 21 1,175 1,330 610 534
Total current liabilities 24,276 38,503 18,825 31,991
Non-current liabilities
Deferred tax liabilities 20 - 22 - -
Provisions 21 1,025 1,188 641 789
Total non-current liabilities 1,025 1,210 641 789
Total liabilities 25,301 39,713 19,466 32,780
Net Assets 104,050 85,909 106,150 87,558
Equity
Contributed equity 22 89,589 74,636 89,589 74,636
Reserves 23 1,124 955 1,007 1,219
Retained profits 24 13,337 10,318 15,554 11,703
Total equity 104,050 85,909 106,150 87,558

(2) The above Statement of Financial Position should be read in conjunction with the accompanying notes.

Clarius Group Limited and Controlled Entities Financial Report for the Year Ended 30 June 2010



Financial Statements

Statement of Changes in Equity - Consolidated ®

As at 30 June 2010

Balance at 1 July 2009

Total comprehensive income for the period

Profit / (Loss)

Other comprehensive income

Foreign currency translation differences

Total other comprehensive income for the period
Transactions with owners recorded directly in equity
Issue of ordinary shares

Share based payments

Dividends to equity holders

Total transactions with owners

Balance as at 30 June 2010

Prior Year

Balance at 1 July 2008

Total comprehensive income for the period

Profit / (Loss)

Other comprehensive income

Adjustment from prior year

Foreign currency translation differences

Total other comprehensive income for the period
Transactions with owners recorded directly in equity
Issue of ordinary shares

Share based payments

Dividends to equity holders

Total transactions with owners

Balance as at 30 June 2009

Share Other Retained
: ; Total
Capital Reserve Earnings 000's
000’s 000’'s 000’s
74,636 955 10,318 85,909
- - 3,019 3,019
- 44 - 44
44 - 44
14,953 - - 14,953
- 125 125
14,953 125 - 15,078
89,589 1,124 13,337 104,050
Share Other Retained Total
Capital Reserve Earnings 000's
000’'s 000’'s 000’s
71,611 (76) 21,400 92,935
- - (8,322) (8,322)
1,258 1,258
- 902 - 902
- 902 1,258 2,160
3,025 - - 3,025
- 129 - 129
- - (4,018) (4,018)
3,025 129 (4,018) (864)
74,636 955 10,318 85,909

(3) The above Statement of Changes in Equity should be read in conjunction with the accompanying notes.

Clarius Group Limited and Controlled Entities Financial Report for the Year Ended 30 June 2010



Financial Statements

Statement of Changes in Equity - Parent @

As at 30 June 2010

Balance at 1 July 2009

Total comprehensive income for the period

Profit / (Loss)

Other comprehensive income

Foreign currency translation differences

Total other comprehensive income for the period
Transactions with owners recorded directly in equity
Issue of ordinary shares

Share based payments

Dividends to equity holders

Total transactions with owners

Balance as at 30 June 2010

Prior Year

Balance at 1 July 2008

Total comprehensive income for the period

Profit / (Loss)

Other comprehensive income

Adjustment from prior year

Foreign currency translation differences

Total other comprehensive income for the period
Transactions with owners recorded directly in equity
Issue of ordinary shares

Share based payments

Dividends to equity holders

Total transactions with owners

Balance as at 30 June 2009

Share Other Retained Total

Capital Reserve Earnings 000's
000’s 000’'s 000’s

74,636 1,219 11,703 87,558

- - 3,851 3,851

- (337) - (337)

(337) - (337)

14,953 - - 14,953

- 125 - 125

14,953 125 - 15,078

89,589 1,007 15,554 106,150

Share Other Retained Total

Capital Reserve Earnings 000's
000’s 000’s 000’s

71,611 av7) 11,043 82,477

- - 4,678 4,678

- 1,258 - 1,258

- 9 - 9

- 1,267 - 1,267

3,025 - - 3,025

- 129 - 129

- - (4,018) (4,018)

3,025 129 (4,018) (864)

74,636 1,219 11,703 87,558

(3) The above Statement of Changes in Equity should be read in conjunction with the accompanying notes.

Clarius Group Limited and Controlled Entities Financial Report for the Year Ended 30 June 2010



Financial Statements

Statement of Cash Flows @)

For the year ended 30 June 2010

Consolidated

Parent Entity

Note 2010 2009 2010 2009
$000 $000 $000 $000

Cash flows from operating activities
Receipts from customers 290,502 336,799 199,861 227,711
Payments to suppliers and employees (272,377) (307,227) (186,733) (200,599)
Interest received 39 41 25 -
Interest and other borrowing costs paid (394) (1,437) (338) (1,362)
Income tax paid (1,761) (964) (1,933) 2,056
GST paid (17,217) (18,847) (10,708) (10,775)
Net cash provided by operating activities 11 (1,208) 8,365 174 17,031

Cash flows from investing activities
Payment for purchase of business (493) (4,796) - -
Purchase of plant and equipment (218) (425) (212) (213)
Proceeds from disposal of non-current assets - - - 63
Payments for software development and intangible assets (396) (108) (494) (61)
Net cash (used in) / provided by investing activities (1,107) (5,329) (706) (211)

Cash flows from financing activities
Repayment of borrowings (15,000) - (15,000) -
Loans related parties 20 41 (2,049) (11,445)
Dividends paid to shareholders (79) (2,675) (79) (2,675)
Proceeds from the issue of shares 14,303 - 14,303 -
Net cash (used in) / provided by financing activities (756) (2,634) (2,825) (14,120)
Net increase / (decrease) in cash held (3,071) 402 (3,357) 2,700
Cash at the beginning of the financial year 2,062 1,399 1,670 (1,030)
(I:Elzfrergagifezxchange rates on cash holdings in foreign a4 261 ) )
Cash at the end of the financial year 12 (965) 2,062 (1,687) 1,670

(4) The above Statement of Cash Flows should be read in conjunction with the accompanying notes.

Clarius Group Limited and Controlled Entities Financial Report for the Year Ended 30 June 2010



Financial Statements

Note 1 Statement of Significant Accounting Policies

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

The financial report is compliant to the International Financial Reporting Standards (IFRS) and interpretations
adopted by The International Accounting Standards Board (IASB).

The financial report covers the consolidated entity of Clarius Group Limited and controlled entities and
Clarius Group Limited as an individual entity. Clarius Group Limited is a listed public company, incorporated
and domiciled in Australia.

The consolidated financial statements were authorised for issue by the board of directors on 25 August
2010.

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

Basis of Preparation

Reporting basis and conventions

The financial report has been prepared on an accruals basis and is based on historical costs modified by the
revaluation of selected non-current assets, financial assets and financial liabilities for which the fair value
basis of accounting has been applied.

(a) Principles of consolidation

The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of Clarius
Group Limited as at 30 June 2010 and the results of all subsidiaries for the year ended 30 June 2010.
Clarius Group Limited and its subsidiaries are collectively referred to in this financial report as the
consolidated entity.

Subsidiaries are all those entities (including special purpose entities) over which the consolidated entity 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 consolidated entity controls another
entity. Subsidiaries are consolidated based on beneficial ownership.

Subsidiaries are fully consolidated from the date on which control is transferred to the consolidated entity.
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 consolidated
entity.

Intercompany transactions, balances and unrealised gains on transactions between entities comprising the
consolidated entity are eliminated. Unrealised losses are also eliminated unless the transaction provides
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 consolidated entity.

_*_
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Financial Statements

Note 1 Statement of Significant Accounting Policies (continued)

(b) Revenue

Revenue is measured at the fair value of the consideration received or receivable. The consolidated entity
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 consolidated entity
activities as described below.

Revenue is recognised for the major business activities as follows:
() Contracting revenue

Contracting revenue is brought to account when the services are provided. Services provided but not yet
billed are taken up as accrued revenue.

(ii) Permanent recruitment revenue

Permanent recruitment revenue is brought to account on the following basis:
Executive positions — on signing of the contract of employment by each party

Administration positions — on start date of the employee

(iii) Payroll services

Where the consolidated entity provides payroll services to clients, payroll service fees are brought to account
when the services are provided.

(iv) Interest income

Interest income is recognised on a time proportion basis using the effective interest method. When a
receivable is impaired, the consolidated entity reduces the carrying amount to its recoverable amount, being
the estimated future cash flow discounted at the original effective interest rate of the instrument, and
continues unwinding the discount as interest income. Interest income on impaired loans is recognised using
the original effective interest rate.

(v) Dividends

Dividends are recognised as revenue when the right to receive payment is established.

(c) Income tax

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

Deferred tax is recognised in respect of temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statements. No deferred income tax will be recognised
from the initial recognition of an asset or liability, excluding a business combination, where there is no effect
on accounting or taxable profit or loss.

_*_
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Financial Statements

Note 1 Statement of Significant Accounting Policies (continued)

(c) Income tax (continued)

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is realised
or liability settled. Deferred tax is credited in the income statement except where it relates to items that may
be credited directly to equity, in which case the deferred tax is adjusted directly against equity.

Deferred income tax assets are recognised to the extent that it is probable that future tax profits will be
available against which deductible temporary differences can be utilised.

The amount of benefits brought to account or which may be realised in the future is based on the assumption
that no adverse change will occur in income taxation legislation and the anticipation that the consolidated
entity will derive sufficient future assessable income to enable the benefit to be realised and comply with the
conditions of deductibility imposed by law.

Tax consolidation legislation

Clarius Group Limited and its wholly-owned Australian subsidiaries have formed an income tax consolidated
group under the Tax Consolidation Regime.

The head entity, Clarius Group Limited and the controlled entities in the tax consolidated group continue to
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 taxpayer in its own right.

In addition to its own current and deferred tax amounts, Clarius 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 the 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 consolidated entity. Details about the tax funding
agreement are disclosed in note 6.

(d) Em