











Tax Consolidation Legislation

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

The head entity, Candle Australia 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, Candle
Australia 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 group. Details
about the tax funding agreement are disclosed in note 5.

(d) Employee Benefits

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

Contributions are made by the group to employee
superannuation funds and are charged as expenses when
incurred.

Share-Based Payments

Share options granted before 7 November 2002 and/or vested
before 1 January 2005:

No expense is recognised in respect of these options.

Share options granted after 7 November 2002 and vested
after 1 January 2005:

The fair value of options granted 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
the American option call pricing model that takes into account
the exercise price, the term of the option, the vesting and
performance criteria, 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.

Ateach balance sheet date, the group revises its estimate of the
number of options that are expected to become exercisable.
The employee benefits 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.

(e) Leases

Leases of fixed assets, where substantially all the risks and
benefits incidental to the ownership of the asset but not the
legal ownership are transferred to the group, are classified as
finance leases. Finance leases are capitalised, recording an
asset and a liability equal to the present value of the minimum
lease payments, including any guaranteed residual values.
Leased assets are amortised over their estimated useful lives.
Lease payments are allocated between the reduction of the
lease liability and the lease interest expense for the period.

Lease payments for operating leases, where substantially all
the risks and benefits remain with the lessor, are charged as
expenses in the periods in which they are incurred.

(f) Intangible Assets
(i) Candidate Databases

Candidate databases represent the group’s candidate
databases that were acquired. These assets are
recorded at their respective cost of acquisition, which
were supported by independent valuations performed
immediately prior to the respective acquisitions.

The candidate databases represent accumulated private
and proprietary information regarding the technical
resource base of the various businesses. They are
amortised on a straight line basis over a period of two
years from the date of acquisition.

The only candidate databases recorded in the balance
sheet are those that were purchased. Therefore, the
candidate databases for the ICT division in New South
Wales and Australian Capital Territory, which were not
purchased, have not been recorded.

The candidate databases are constantly updated as an
integral part of the business and are the major basis for
the generation of revenue and profit. All costs incurred
in maintaining, upgrading and improving the candidate
databases are expensed as incurred.

(i) Goodwill

Goodwill is recorded initially at the amount by which
the purchase price for a business exceeds the fair value
attributed to its net assets at the date of acquisition.
Goodwill on acquisition of subsidiaries is included
in intangible assets. Goodwill acquired in business
combinations is not amortised. Instead, goodwill is
tested annually for impairment, or more frequently if
events or changes in circumstances indicate that it
might be impaired, and carried at cost less accumulated
impairment losses.
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(iii) Software Development Costs

Software development costs are capitalised where
future benefits are expected to contribute to future
period financial benefit through revenue generation
and/or cost reduction. Otherwise such costs are
expensed in the period in which they are incurred.
Capitalised software development costs include external
direct cost of materials and services, direct payroll and
payroll-related costs of every employee’s time spent on
the project. These costs are amortised on the basis of
the expected useful life of the software. Unamortised
costs are reviewed at each balance date to determine the
amount (if any) that is no longer recoverable. Any amount
so identified is written off.

(g) 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,
shares 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 at the
date of exchange. 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. The excess
of the cost of acquisition over the fair value of the net assets
acquired is recorded as goodwill.

(h) Property, Plant and Equipment

Plant and equipment is brought to account at cost less, where
applicable, any accumulated depreciation or amortisation. The
carrying amount of property, plant and equipment is reviewed
annually to ensure it is not in excess of the recoverable amount
from these assets.

The recoverable amount is assessed on the basis of the
expected net cash flows which will be received from the
assets’ employment and subsequent disposal. The expected
net cash flows have not been discounted to their present
values in determining recoverable amounts.

The depreciable amount of all fixed assets, including
capitalised leased assets, is depreciated over their useful
lives to the group commencing from the time the asset is
held ready for use. Leasehold improvements are amortised
over the shorter of either the unexpired period of the lease
or the estimated useful lives of the improvements. The cost
method of accounting is used for all acquisitions of assets
regardless of whether shares or other assets are acquired.
Cost is determined as the fair value of the consideration at the
date of acquisition plus costs incidental to the acquisition.
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The gain or loss on disposal of all fixed assets is determined
as the difference between the carrying amount of the asset
at the time of disposal and the proceeds of disposal, and is
included in operating profit before income tax of the group in
the year of disposal.

The depreciation rates and methods used for each class
of depreciable assets are:

Plant & Equipment 9% - 37.5% Diminishing value

Leasehold Improvements 20% - 50% Straight line

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 that are subject to
amortisation 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
flows (cash generating units).

(i) Foreign Currency Transactions and Balances
(i) Functional and Presentation Currency

ltems included in the financial statements of each of
the entities that make up the group are measured using
the currency of the primary economic environment in
which the entity operates (‘the functional currency’).
The consolidated financial statements are presented in
Australian dollars, which is Candle Australia Limited’s
functional and presentation currency.

(i) Transactions and Balances

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such transactions,
and from the translation at year-end exchange rates of
monetary assets and liabilities denominated in foreign
currencies, are recognised in the income statement.

(i) Candle Australia Limited Group Companies

The results and financial position of all the entities
making up the group (none of which has the currency
of a hyperinflationary economy) that have a functional
currency different from the presentation currency are
translated into the presentation currency as follows:



(a) assets and liabilities for each balance sheet
presented are translated at the closing rate at the
date of that balance sheet;

(b) income and expenses for each income statement
are translated at average exchange rates unless
this is not a reasonable approximation of the
accumulative effect of the rates prevailing on
the transaction dates, in which case income
and expenses are translated at the dates of the
transactions; and

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

Goodwill and fair value adjustments arising from the acquisition
of a foreign entity are treated as assets and liabilities of a
foreign entity and translated at the closing rate.

(j) Cash

For the purpose of the statement of cash flows,
cash includes:

() cash on hand and at call deposits with banks or
financial institutions, net of bank overdrafts;

(ii) investments in money market instruments with less
than 14 days to maturity; and

(iii) bank overdrafts that are shown within borrowings in
current liabilities on the balance sheet.

(k) Rounding of Accounts

The Parent Entity has applied the relief available under ASIC
Class Order 98/100 and, accordingly, amounts in the Financial
Report and Directors’ Report have been rounded to the
nearest thousand dollars.

() Trade Receivables

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

Collectibility 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 become insolvent, and default
or delinquency in payments outside the trading terms 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.

(m) Financial Instruments

() Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. They arise when the
group provides money, goods or services directly to a
debtor with no intention of selling the receivable. They
are included in the current assets, except for those
with maturities greater than 12 months after balance
sheet date which are classified as non-current assets.
Loans and receivables are included in receivables in
the balance sheet.

(i) Held-to-maturity  investments are non-derivative
financial assets with fixed or determinable payments
and fixed maturities that the group’s management has
the positive intention and ability to hold to maturity.

Loans and receivables and held-to-maturity
investments, where applicable, are carried at amortised
cost using the effective interest method.

(n) Provisions

Provisions are recognised when the group has a present
obligation, the future sacrifice of economic benefits is probable,
and the amount of the provision can be measured reliably.

The amount recognised as a provision is the best estimate of
the consideration required to settle the present obligation at
reporting date, taking into account the risks and uncertainties
surrounding the obligation. Where a provision is measured
using the cash flows estimated to settle the present obligation,
its carrying amount is the present value of those cash flows.
The discount rate used to determine the present value reflects
current market assessments of the time value of money and
the risks specific to the liability.

(o) Dividends

A provision is recognised for dividends when they have
been declared, determined or publicly recommended by the
Directors on or before the end of the year, but not distributed
at balance date.

(p) Financial Liabilities

Non-derivative financial liabilities are recognised at amortised
cost, comprising original debt less principal payments and
amortisation.

(q) Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the
amount of GST, except where the amount of GST incurred
is not recoverable from the Australian Tax Office. In these
circumstances the GST is recognised as part of the cost of
acquisition of the asset or as part of an item of the expense.
Receivables and payables in the balance sheet are shown
inclusive of GST. 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 flows.
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(r) Comparative Figures

When required by Accounting Standards, comparative figures
have been adjusted to conform to changes in presentation for
the current financial year.

(s) Earnings Per Share

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

(i) Diluted earnings per share adjusts the figures used
in the determination of basic earnings per share to
take into account the dilutive effect of outstanding
employee options. The adjustment takes account of
the weighted average income tax effect of interest and
other associated financing costs.

(t) Critical Accounting Estimates and Judgements

Estimates and judgements incorporated in the financial
statements are based on historical experience and other
factors, including expectations of future events that are
believed to be reasonable under the circumstances.

(i) Estimated Impairment of Goodwill

The group tests annually whether goodwill has suffered
any impairment, in accordance with the accounting
policy in note 1(f). The recoverable amounts of cash
generating units have been determined based on value-
in-use calculations. These calculations require the use
of assumptions. Refer to note 17 for details of these
assumptions and the potential impact of changes in
these assumptions.

(i) Income Taxes

The group is subject to income taxes in Australia and in
jurisdictions where it has foreign operations. Significant
judgement is required in determining the group provision
for income taxes. The group recognises liabilities for
anticipated tax based on estimates of whether any
additional taxes are due.

(u) Financial Risk Management
The group’s activities expose it to a variety of financial risks:
(i) Credit Risk

The group has no significant concentration of credit
risk. The group has policies in place to ensure that
sales are made to customers with an appropriate
credit history.
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(i) Liquidity Risk
Due to the dynamic nature of the underlying business, the

group aims to maintain flexibility in funding by ensuring
sufficient cash and committed credit lines are available.

(i) Cash Flow and Fair Value Interest Rate Risk

As the group has no significant interest-bearing assets
or liabilities, the income and operating cash flows are not
materially exposed to changes in interest rates. The group
regularly reviews its financial position to ensure that there
are no potential exposures.

(v) Segment Reporting

A business segment is identified for a group of assets and
operations engaged in providing services that are subject to
risks and returns that are different to those of other business
segments. A geographical segment is identified when 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.

(w) New Accounting Standards and Interpretations

Certain new accounting standards and interpretations have
been published that are not mandatory for 30 June 2007
reporting periods. The group and Parent Entity’s assessment
of the impact of these new standards and interpretations is
set out below:

(i) AASB 7 Financial Instruments: Disclosures and AASB
2005-10 Amendments to Australian Accounting
Standards [AASB 132, AASB 101, AASB 114, AASB
117, AASB 133, AASB 139, AASB 1, AASB 4, AASB
1023 & AASB 1038]

AASB 7 and AASB 2005-10 are applicable to annual
reporting periods beginning on or after 1 January
2007. The group has not adopted the standards early.
Application of the standards will not affect any of the
amounts recognised in the financial statements, but
may impact the type of information disclosed.

(i) AASB-I 10 Interim Financial Reporting and Impairment
AASB-I 10 is applicable to reporting periods
commencing on or after 1 November 2006. The group
has not incurred an impairment loss covered by this
standard. Hence application of the interpretation will
have no impact on the group’s or the Parent Entity’s
financial statements.

(iii) AASB 8 Operating Segments. AASB 8 replaces the
presentation requirements of segment reporting
periods beginning on or after 1 January 2009 and is
not expected to have an impact on the financial results
of the Parent Entity and the group as the standard is
only concerned with disclosures.



a) Segments

Geographic Segments Australia New Zealand Asia Group
2007 2006 2007 2006 2007 2006 2007 2006
$000 $000 $000 $000 $000 $000 $000 $000
Revenue
External sales 279,575 257,245 15,128 12,775 2,412 - 297,116 270,020
Other revenue 471 270 314 38 6 - 790 308
Total segment revenue 280,046 257,515 15,442 12,813 2,418 - 297,906 270,328
Results
Segment result before tax and 17,952 16,055 1,324 1,025 347 - 19,623 17,080
intercompany charges
Intercompany charges 485 510 (485) (510) - - - -
Segment result before taxation 18,437 16,565 839 515 347 - 19,623 17,080
Income tax expenses (6,072) (5,373)
Net profit for the year 13,551 11,707
Segment assets 100,147 108,443 8,134 6,974 7,668 - 121,277 110,417
Segment liabilities 31,401 37,605 1,491 1,115 3,804 - 36,696 38,720
Intercompany balances 5,238 4,945 (5,053) (4,945) (8,596) - - -
Net assets 84,581 71,697
Acquisitions of non-current
segment assets 709 1,230 19 85 2 - 730 1,315
Depreciation and amortisation 1,664 1,690 57 76 27 - 1,648 1,766

b) Segment accounting policies. Segment information is (c) The group derived income from the provision of contract
prepared in accordance with the accounting policies of and temporary personnel to, and recruitment services
the entity as disclosed in note 1 and accounting standard for, business and Government in Australia, New Zealand
AASB 114: Segment Reporting. During the year, there
were no changes in segment accounting policies that
had a material effect on the segment information, other
than the inclusion of the geographic segment, Asia,
as a result of the acquisition of the Asian operations of prices charged on transactions with parties outside the
E.L Consult. group. Such transactions are eliminated on consolidation.

and Asia.

(d) The pricing of inter-segment transactions is the same as




Group Parent Entity
Note 2007 2006 2007 2006
$000 $000 $000 $000
From Continuing Operations
Sales revenue 297,405 270,020 245,251 220,399
Interest received 3(a) 80 262 394 573
Unrealised gain on loan to controlled entity - - 495 -
297,485 270,282 246,140 220,972
Other Revenue
Software royalties 394 46 394 46
Sale of fixed assets 27 27 -
Dividend from wholly owned subsidiary - - 5,287 -
421 46 5,708 46
Total revenue 297,906 270,328 251,848 221,018
3(a) Interest Revenue from:
Wholly owned subsidiaries - - 361 389
Other persons 80 262 33 184
Total interest revenue 80 262 394 573

Group Parent Entity
Note 2007 2006 2007 2006
$000 $000 $000 $000

Profit before income tax includes the following
specific expenses:
Finance Costs
Other persons 426 95 402 90
Wholly owned subsidiaries - - - 11
Total borrowing costs & expenses 426 95 402 101
Depreciation of Non-Current Assets
Plant and equipment 888 789 593 471
Amortisation of Non-Current Assets
Leasehold improvements 242 215 144 139
Capitalised computer software 260 294 246 294
Candidate databases 2568 468 39 248
Total amortisation 760 977 430 681
Total depreciation and amortisation expense 1,648 1,766 1,022 1,152
Bad and doubtful debts - trade debtors (8) 10 (8) 10
Loss on sale of plant and equipment - 78 - 24




Group Parent Entity
2007 2006 2007 2006
Note
$000 $000 $000 $000
Current tax 6,207 6,083 5,030 4,091
Deferred tax (135) (710) (252) (223)
6,072 5,373 4,778 3,868
Deferred income tax expense included in
income tax expense comprises:
Decrease / (Increase) in deferred tax assets 13 (145) (658) (252) (171)
Decrease) / Increase in deferred
( ) ,,,) 19 10 (52) - (52)
tax liabilities
(135) (710) (252) (223)
The prima facie tax on profit before
income tax is reconciled to the income
tax as follows:
Prima facie tax payable on profit before income tax
at 30%
Group 5,887 5,155 - -
Parent entity - 4,780 3,550
5,887 5,155 4,780 3,550
Add tax effect of:
Non-deductible amortisation 11 75 11 75
Other non-allowable items 183 121 135 75
Tax rate adjustment on wholly-owned foreign (10) 15
subsidiaries
Less tax effect of:
Non-taxable unrealised exchange loss / (gain
reals 9 (Gain) - - (148) 158
on loan to subsidiaries
Sundry items 1 7 - 10
Total income tax expense 6,072 5,373 4,778 3,868

Tax Consolidation Legislation

Candle Australia Limited and its wholly owned Australian
controlled entities have implemented the tax consolidation
legislation. The accounting policy in relation to this legislation
is set out in note 1(c).

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, Candle Australia Limited.

The entities have also entered into a tax compensation deed

and a deed of tax sharing under which the wholly owned
entities fully compensate Candle Australia Limited for any
current tax payable assumed, and are compensated by
Candle Australia Limited for any current tax receivable that
is transferred to Candle Australia 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 the receipt of the funding advice
from the head entity which is issued as soon as practicable
after the end of each financial year.




Group Parent Entity
2007 2006 2007 2006
Note
$000 $000 $000 $000
2006 final fully franked dividend at 9.0 cents per share and a special fully
5,608 3,730 5,608 3,730
franked dividend of 2.0 cents per share (2005 final: 6.0)
2007 interim fully franked dividend at
4,753 3,942 4,753 3,942
9.0 cents per share (2006 interim: 8.0)
10,361 7,672 10,361 7,672

The balance of the franking account at period end is adjusted for
franking credits arising from payment of income tax payable and 13,465 13,530 9,708 10,807
excludes payment of proposed dividends

The names of the Parent Entity Directors who have held office during the financial year are:

Geoffrey J. Moles Executive Chairman
Robert J. Collins Managing Director
Lawrence J. Gibbs Non-Executive Director
Peter D. Bunting Non-Executive Director
Penelope Morris Non-Executive Director

The names of the persons who had authority and responsibility for planning, directing and controlling the activities of the
group, directly or indirectly, who held office during the financial year are:

Jane A. Bianchini Joint Chief Operating Officer

Paul A. Barbaro Joint Chief Operating Officer

Mark A. Langan Chief Financial Officer

Kym L. Quick Group Business Operations Manager

The Parent Entity has taken advantage of the relief provided by the Corporations Amendment Regulations 2006 (No. 4) and
has transferred the detailed remuneration disclosures to the Directors’ Report. The relevant information can be found in the
Remuneration Report on pages 21-25.




The number of options over ordinary shares in the Parent Entity held during the financial year by each Director of Candle Australia
Limited and by other key management personnel of the group, including their personally related parties, are set out below.

Balance Granted Exercised Other Balance Vested

1/7/2006 Change 30/6/2007 30/6/2007
Directors
Geoffrey J. Moles - - - - - -
Robert J. Collins 2,400,000 - 600,000 - 1,800,000 600,000
lan K. Crow - - - - - =
Lawrence J. Gibbs - - - - - -
Peter D. Bunting - - - - - -
Penelope Morris - - - - - -
Key Management Personnel
Jane A. Bianchini - 500,000 - - 500,000 -
Mark A. Langan 530,000 100,000 286,666 - 343,334 10,000
Kym L. Quick 271,000 500,000 - - 771,000 127,666
Paul A. Barbaro - 500,000 - - 500,000 -
Total 3,201,000 1,600,000 886,666 - 3,914,334 737,666

Balance Granted Exercised Other Balance Vested
1/7/2005 Change 30/6/2006 30/6/2006
Directors
Geoffrey J. Moles - - - - - -
Robert J. Collins 1,333,334 1,800,000 733,334 - 2,400,000 -
lan K. Crow - - - - - -
Lawrence J. Gibbs - . - - - B
Peter D. Bunting - - - - - -
Penelope Morris - - - - - -
Key Management Personnel
Trevor A. Taylor 763,334 350,000 163,334 (950,000) - -
Mark A. Langan 299,000 300,000 69,000 - 530,000 220,000
Kym L. Quick 131,000 200,000 100,000 - 271,000 110,667
Jane A. Bianchini - - - - - -
Total 2,526,668 2,650,000 1,065,668 (950,000) 3,201,000 330,667

Further information regarding the option plan is set out in note 26.




The number of shares in the Parent Entity held during the financial year by each Director of Candle Australia 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.

Balance Received as Options Exercised Other Balance
1/7/2006 Remuneration Change 30/6/2007
Directors
Geoffrey J. Moles 2,757,212 - - (960,387) 1,796,825
Robert J. Collins 793,500 - 600,000 - 1,393,500
Lawrence J. Gibbs 42,681 - - 2,594 45,275
Peter D. Bunting 7,500 - - - 7,500
Penelope Morris - - - - -
Key Management Personnel
Jane A. Bianchini 2,500 - - 153 2,653
Mark A. Langan - - 286,666 (286,666) -
Kym L. Quick - - - - -
Paul A. Barbaro - - - - -
Total 3,603,393 - 886,666 (1,244,306) 3,245,753

Balance Received as Options Exercised Other Balance

1/7/2005 Remuneration Change 30/6/2006
Directors
Geoffrey J. Moles 3,255,575 - - (498,363) 2,757,212
Robert J. Collins 1,860,167 - 733,333 (1,800,000) 793,500
Lawrence J. Gibbs 40,273 - - 2,408 42,681
Peter D. Bunting 7,500 - - - 7,500
Penelope Morris - - - - -
Key Management Personnel
Trevor A. Taylor 93,333 - 163,334 (256,667) -
Mark A. Langan 65,973 - 69,000 (134,973) -
Kym L. Quick - - 60,000 (60,000) -
Jane A. Bianchini - - - 2,500 2,500
Total 5,322,821 - 1,025,667 (2,745,095) 3,603,393

Other Transactions with Directors

During the financial year corporate advisory services were provided by B G Capital Corporation Limited, a company

associated with Lawrence Gibbs, to the amount of $60,000 (2006: $60,000) on normal commercial terms.




During the year, the following fees were paid or were payable for services provided by the auditor of the Parent Entity,
its related practices and non-related audit firms:

Group Parent Entity
Remuneration of the auditor of the parent entity for: Note 20$07 20$06 20$07 20$06
Auditing or reviewing the financial report 158,196 126,937 115,412 96,000
Taxation services 11,814 14,485 10,000 14,485
Business services 5,227 598 1,454 598

175,237 142,020 126,866 111,083

Remuneration of other auditors of subsidiaries for:
Auditing or reviewing the financial report of subsidiaries 24,410 15,721 - -

Group

2007 2006

cents cents
Basic earnings per share 26.0 24.2
Diluted earnings per share 24.0 22.4
(a) Reconciliation of earnings used in calculating earnings per share $000 $000
Net profit after tax used in calculating basic earnings per share 13,551 11,707
Adjustments for calculation of diluted earnings per share
Interest earned on conversion of options 695 500

Net profit used in calculating diluted earnings per share 14,246 12,207




(b) Weighted average number of shares used as the denominator Number Number

‘000 ‘000
Weigh f ordi h i ing th in th
eig tgd averagel number of ordinary shares outstanding during the year used in the 52,193 48,360
calculation of basic EPS
Adjustment for calculation of diluted earnings per share:
Weighted average number of options 7,078 6,164
Weighted average number of ordinary shares and potential ordinary shares used as the 59,271 54,504

denominator in calculating diluted earnings per share

c) Classification of securities

Options granted to employees under the Employee Share Option Plan are considered to be potential ordinary securities
and have been included in the determination of diluted earnings per share to the extent to which they are dilutive. The
options have not been included in the determination of basic earnings per share. Details relating to the options are set out

in note 26.
loCenFowiomaton
Group Parent Entity
(a) Reconciliation of profit after tax to net cash flow from 2007 2006 2007 2006
operating activities $000 $000 $000 $000
Profit for the year 13,551 11,707 11,155 7,862
Non-cash flows in operating profit:
Depreciation and amortisation 1,648 1,766 1,023 1,152
Non-cash employee benefits expense — share-based payments 300 218 300 218
Charges to provisions (119) 1,197 255 53
(Gain) / Loss on disposal of plant and equipment (27) 78 (27) 24
Changes in assets and liabilities, net of the effects
of purchase and disposal of subsidiaries:
(Increase) / Decrease in trade debtors and accrued income (1,660) (13,175) (1,799) (8,487)
(Increase) / Decrease in prepayments and accrued income (171) 155 (115) 155
Increase / (Decrease) in trade creditors and accruals 1,345 5,292 1,063 2,970
Movement in income taxes payable (349) 71 (1,0381) (740)
Movement in deferred taxes (134) (710) (252) (222)
Unrealised foreign exchange movements on loan - - - 582

Net cash provided by operating activities 14,384 6,599 10,572 3,567




(b) Non-cash financing and investing activities

Share issue — during the year the Parent Entity issued shares as set out in note 21.

Group Parent Entity
(c) Credit standby arrangements with banks ;gg; ;ggg ;88; gggg
Bank bill credit facility 15,000 12,600 15,000 12,600
Amount utilised - - - -
Unused credit facility 15,000 12,600 15,000 12,600
The major facilities are summarised as follows:
Group Parent Entity
2007 2006 2007 2006
(d) Overdraft facilities $000 $000 $000 $000
Overdraft facility 10,907 5,822 10,000 5,000
Amount utilised (2,847) - (2,847) -
Unused overdraft facility 8,060 5,822 7,153 5,000

Bank Overdrafts

The current interest rate on the overdraft facility is 8.2%. Bank overdraft facilities are arranged with both Australian ($10,000,000)
and New Zealand ($907,000) banks with the general terms and conditions being set out and agreed to on a regular basis.
Interest rates are variable and subject to adjustment. Finance will be provided under all facilities provided the Parent Entity and
the group have not breached any borrowing requirements, and the required financial ratios are met.

Group Parent Entity
2007 2006 2007 2006
$000 $000 $000 $000
Cash at bank and on hand 2,248 3,140 782 1,713
Deposits at call 700 947 - -
2,948 4,087 782 1,713

The deposits are bearing interest rates of 6.25% (2006: 5.45%). These deposits are at call.




Reconciliation of Cash

The above figures are reconciled to cash at the end of the financial year as shown in the Cash Flow Statements as follows:

Group Parent Entity
2007 2006 2007 2006
$000 $000 $000 $000
Balances as above 2,948 4,087 782 1,713
Bank overdrafts (note 10) (2,847) - (2,847) -
101 4,087 (2,085) 1,713

Group Parent Entity
2007 2006 2007 2006
$000 $000 $000 $000
Current
Trade receivables 32,501 37,696 26,401 31,223
Allowance for doubtful debts (224) (221) (137) (153)
32,277 37,475 26,264 31,070
Accrued income 17,675 11,064 15,900 9,398
Amounts receivable from:
- wholly-owned subsidiaries - - 7,625 905
- related parties 42 205 -
Prepayments 427 256 294 179
Other debtors 332 85 115 12
50,753 49,085 50,198 41,564
Non-Current
Amounts receivable from:
- controlled entity * - - 5,190 4,758

* The parent company has agreed not to call upon this loan to the detriment of the Parent Entity or its creditors for at

least one year.




(a) Fair values

The fair value approximates to the carrying value of the non-current receivables.
(b) Interest rate risk

The trade and other receivables are non-interest bearing.

(c) Credit risk

Refer to the disclosure in note 1(l)

Group Parent Entity
2007 2006 2007 2006
$000 $000 $000 $000
The balance comprises temporary differences attributable to:
Doubtful debts 63 68 41 46
Employee benefits 412 418 334 302
Provision for make good on leased premises 57 41 20 20
Lease incentive 185 252 40 65
Accruals 1,659 1,452 1,424 1,175
2,376 2,231 1,860 1,608
Movements
Balance at beginning of year 2,231 1,673 1,608 1,437
Credited / (charged) to the income statement 145 658 252 171

Balance at end of year 2,376 2,231 1,860 1,608




Group Parent Entity
2007 2006 2007 2006
$000 $000 $000 $000
Plant and equipment, at cost 7,676 6,827 5,093 4,963
Accumulated depreciation (5,837) (4,542) (3,799) (3,375)
1,839 2,285 1,294 1,588
Leasehold improvements, at cost 3,512 3,147 2,400 2,134
Accumulated amortisation (2,628) (2,183) (2,015) (1,755)
884 964 385 379
Total property, plant and equipment 2,723 3,249 1,679 1,967
Plant and Leasehold
Movements in Carrying Amounts Equipment Improvements Total
$000 $000 $000
Group
Balance at beginning of year 2,285 964 3,249
Additions 442 162 604
Disposals - - -
Depreciation expense (888) (242) (1,130)
Carrying amount at end of year 1,839 884 2,723
Parent Entity
Balance at beginning of year 1,688 379 1,967
Additions 299 151 450
Disposals - - -
Depreciation expense (593) (145) (738)

Carrying amount at end of year 1,294 385 1,679




Group Parent Entity
2007 2006 2007 2006
$000 $000 $000 $000
Investments comprise:
Shares in:
- controlled entities at cost - - 25,234 30,762
B - 25,234 30,762

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

Country of Class of Equity Holding*
Incorporation Shares 2007 2006
% %
Freeman Adams Pty Limited Australia Ordinary 100 100
Candle IT & T Recruitment Pty Limited Australia Ordinary 100 100
Alliance Recruitment Pty Limited Australia Ordinary 100 100
Workskills Professionals Pty Limited Australia Ordinary 100 100
Premier Personnel Pty Limited Australia Ordinary 100 100
Vitruvian Solutions Pty Limited Australia Ordinary 100 100
The One Umbrella Pty Ltd Australia Ordinary 100 100
Candle Holdings Limited New Zealand Ordinary 100 100
Candle New Zealand Limited New Zealand Ordinary 100 100
Doughty Contractors Limited New Zealand Ordinary 100 100
Candle IT & T Recruitment Limited New Zealand Ordinary 100 100
Choice IT Pty Limited Australia Ordinary 100 100
Lloyd Morgan Sydney Pty Limited Australia Ordinary 100 100
Lloyd Morgan International Pty Limited Australia Ordinary 100 100
Lloyd Morgan (Brisbane) Pty Limited Australia Ordinary 100 100
Lloyd Morgan Limited Hong Kong Ordinary 100 -
Lloyd Morgan Hong Kong Limited Hong Kong Ordinary 100 -
Lloyd Morgan Singapore Pte Limited Singapore Ordinary 100 -
Lloyd Morgan Malaysia Sdn Bhd Malaysia Ordinary 100 -
Executive Leasing China Limited China Ordinary 89 -

* The proportion of ownership interest is equal to the proportion of voting power held.




Group Parent Entity

2007 2006 2007 2006

$000 $000 $000 $000
Candidate databases 1,876 2,623 1,039 1,039
Accumulated amortisation (1,874) (2,363) (1,037) (998)

2 260 2 41

Capitalised software development costs 2,276 2,115 2,191 2,065
Accumulated amortisation (2,039) (1,821) (2,025) (1,779)

237 294 166 286
Goodwill at cost 61,984 56,157 23,196 23,196
Other intangibles 254 - 254 -
Total intangible assets 62,477 56,711 23,618 23,5623
(a) Movements in carrying amounts [C;‘::adbi::: s()?:f:;”;iits Goodwill Int:r:g?t:les Total
Group
Balance at beginning of year 260 294 56,157 - 56,711
Additions - 203 6,670 254 7,127
Amortisation expense (258) (260) - - (518)
Exchange differences - - 432 - 432
Adjustment to contingent purchase price - - (1,275) - (1,275)
Carrying amount at end of year 2 237 61,984 254 62,477
Parent Entity
Balance at beginning of year 41 286 23,196 - 23,523
Additions - 126 - 254 380
Amortisation expense (39) (246) - - (285)
Carrying amount at end of year 2 166 23,196 254 23,618

Other intangibles represent product development costs and will be amortised over 3 years on implementation of the project.

Intangible assets, other than goodwill, have finite useful lives. The current amortisation charges in respect of intangible assets
are included under depreciation and amortisation expense per the income statement.




Impairment tests

Goodwill is allocated to the group’s cash-generating units which are based on the group’s individual brands.

2007 2006

$000 $000
Candle ICT 12,092 12,092
Candle New Zealand 4,642 4,210
Freeman Adams 4,011 4,011
Alliance Recruitment 14,205 14,205
The One Umbrella 3,423 3,423
Parker Bridge 5,287 5,268
Choice IT 1,394 1,140
Lloyd Morgan International 9,544 10,819
Lloyd Morgan Brisbane 1,938 989
Lloyd Morgan Limited 5,448 -
Total 61,984 56,157

Impairment tests are carried out to ensure that assets are carried at amounts that are not in excess of their recoverable amount.
Recoverable amount is assessed on the basis of value in use. Value in use is calculated using the present value of the future
cash flow expected to be derived from each cash generating unit. The discounted cash flow (DCF) projections are based on
current performance and financial forecasts extrapolated over a ten-year period. Current estimated terminal values are in the
range of 2.5 — 4.5 times. The cash flow is discounted in the range of 11% — 15%. Management derives its forecasts and input
variables to the DCF model based on past performance and its expectations for the future.

Group Parent Entity
2007 2006 2007 2006
$000 $000 $000 $000
Current
Trade creditors 26,465 25,657 22,322 21,350
Amounts payable to:
- controlled entities - - 3,076 449
- vendors of acquired businesses 2,944 13,152 124 13,110
29,409 38,809 25,622 34,909

Non-Current

Trade creditors 24 22 - -




(a) Interest rate exposure

All trade and other payables are non-interest bearing.

(b) Fair value

The fair value approximates to the carrying value of the non-current payables.

(c) Financial guarantees

The following unsecured guarantees exist within the group:

(i) The Parent Entity has guaranteed the bank overdraft of Lioyd Morgan Hong Kong
(i) The Australian subsidiaries have guaranteed the bank overdraft of the Parent Entity
There are no deficiencies of assets existing in any of these companies.

No liability was recognised by the Parent Entity or the group in relation to these guarantees as the fair value of the guarantees

is immaterial.
Group Parent Entity
2007 2006 2007 2006
$000 $000 $000 $000
Current
Income tax 1,448 1,797 749 1,778
Non-Current
Deferred Tax Liabilities 10 - - -
The balance comprises temporary
differences attributable to:
- Depreciation 10 - - -
Movements
Balance at beginning of year - 52 - 52
Charged / (credited) to the income statement 10 (52) - (52)

Balance at end of year 10 - - _




Group Parent Entity
2007 2006 2007 2006
$000 $000 $000 $000
Current
Dividend cheques not presented 89 51 89 51
Employee benefits 1,227 1,040 803 530
Lease incentive 686 862 187 215
2,002 1,953 1,079 796
Non-Current
Employee benefits 538 569 487 478
Make-good on leased premises 418 516 226 226
956 1,085 713 704
2,958 3,038 1,792 1,500

Dividend

This provision recognises dividends that were paid by cheque but not presented.
Employee Benefits

This provision represents annual leave and long service leave entitiements.
Lease Incentive

This provision represents the liability associated with rent-free periods given under current operating contracts. Management
has calculated this amount based on the current rental contracts.

Make-Good

This amount represents the cost which will be paid on completion of current tenancy under the applicable rental contracts. The
amount has been calculated based on an estimate of the costs to fulfil the requirements of each individual rental contract.




Movements in Provisions

Movements in each class of provision during the financial year, other than employee benefits, are set out below:

L
Dividends eas_e Make-Good Total
Group Incentive
$000 $000 $000 $000
Carrying amount at start of year 51 862 516 1,429
Additional provision recognised 38 . - 38
Amounts utilised - (176) (98) (274)
Carrying amount at end of year 89 686 418 1,193
. Lease
Dividends . Make-Good Total
Parent Entity Incentive
$000 $000 $000 $000
Carrying amount at start of year 51 215 226 492
Additional provision recognised 38 - - 38
Amounts utilised - (28) - (28)
Carrying amount at end of year 89 187 226 502
Group Parent Entity
2007 2006 2007 2006
$000 $000 $000 $000
53,392,527 (2006: 49,773,938) fully paid ordinary shares 62,921 54,072 62,921 54,072
Ordinary shares at beginning of year 54,072 45,441 54,072 45,441
Shares issued during the year:
Purchase consideration for acquisitions 4,925 2,345 4,925 2,345
Dividend Reinvestment Plan 2,035 1,792 2,035 1,792
Exercise of employee options 1,889 1,643 1,889 1,643
Underwriting of the Dividend Reinvestment Plan - 2,880 - 2,880
Less transaction costs - (29) - (29)
At end of year 62,921 54,072 62,921 54,072

Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the Parent Entity in proportion
to the number of, and amounts paid, on the shares held. At the shareholders’ meetings each fully paid ordinary share is
entitled to one vote.




Group Parent Entity
Ordinary Shares

2007 2006 2007 2006
No. No. No. No.
At beginning of year 49,773,938 45,389,002 49,773,938 45,389,002
Shares issued during year:
Exercise of employee options 1,457,445 1,519,032 1,457,445 1,519,032
Dividend Reinvestment Plan 609,441 657,711 609,441 657,711
Purchase consideration for acquisitions 1,651,703 1,070,022 1,551,703 1,070,022
Underwritten Dividend Reinvestment Plan - 1,138,171 - 1,138,171
At end of year 53,392,527 49,773,938 53,392,527 49,773,938

Share Options

Further information relating to the Parent Entity share option plan is set out in note 26. Details of options granted to Directors
and Executive Officers are set out in the Directors’ Report. At 30 June 2007 there were 7,130,929 (2006: 6,599,041) options
outstanding.

Group Parent Entity
Note 2007 2006 2007 2006
$000 $000 $000 $000

Share-based payments 22(a) 664 364 664 364
Foreign currency translation 22(a) 336 (209) - -
Total 1,000 155 664 364
Movements
Share-based payments
At beginning of year 364 146 364 146
Option expense 30 300 218 300 218
At end of year 664 364 664 364
Foreign Currency Translation Reserve
At beginning of year (209) 498 - -
Adjustment arising from the translation of foreign-controlled entities’ 545 (707) ) )

financial statements

At end of year 336 (209) - -




Nature and Purpose of Reserves

(i) Share-Based Payments

The share-based payments reserve is used to recognise the fair value of options issued but not exercised.
(i) Foreign Currency Translation Reserve

The foreign currency translation reserve records exchange differences arising on translation of foreign-controlled entities.
The reserve is recognised in the profit and loss when the net investment is disposed.

Group Parent Entity
Note 2007 2006 2007 2006
$000 $000 $000 $000
Retained profits at beginning of financial year 17,470 13,435 13,272 13,082
Net profit for the year 30 13,551 11,707 11,155 7,862
Dividends paid 6 (10,361) (7,672) (10,361) (7,672)
Retained profits at end of financial year 20,660 17,470 14,066 18,272

Group Parent Entity
Commitments for minimum lease payments in relation to 2007 2006 2007 2006
non-cancellable operating leases payable are as follows: $000 $000 $000 $000
Within one year 3,055 2,192 1,447 1,007
Later than one year, but not later than five years 4,378 3,863 1,321 1,444
Later than five years - 56 - -
7,433 6,111 2,769 2,451

Operating lease commitments refer to property leases for the 26 sites (2006: 21 sites) operating across Australia,
New Zealand and Asia. In general, leases are negotiated with fixed increases for the first three years and undergo a market
review thereafter.

There are no material contingent liabilities that need to be disclosed in the financial statements.




Set out below are summaries of options granted under the share-based payment plan.

Group and Parent Entity 2007
Commitments for minimum lease payments in relation to non-cancellable operating leases payable are as follows:

Grant Date Date. of Exel.'cise Balance at G.ranted Ex?rcised LaI;cs):Zi::?'i/ng Balance at End
Expiry Price Start of Year during Year during Year Year of Year
No. No. No. No.
30 Oct 02 30 Oct 06 $0.86 10,000 - 10,000 - -
26 Feb 03 26 Feb 07 $0.76 200,000 - 200,000 - -
1Jul 03 1Jul 09 $1.00 600,000 - 600,000 - -
24 Jul 03 24 Jul 07 $1.06 160,006 - 136,670 - 23,336
30 Jun 04 30 Jun 08 $1.61 480,368 - 164,965 54,000 261,403
29 Nov 04 29 Nov 08 $2.05 256,667 - 53,332 60,000 143,335
1Jul 05 1Jul 09 $2.08 1,632,000 - 292,478 198,667 1,040,855
1Jul 05 1 Jul 11 $2.08 1,800,000 - - - 1,800,000
23 Dec 05 23 Dec 09 $2.45 100,000 - - - 100,000
17 Mar 06 17 Mar 10 $2.97 1,460,000 - - 810,000 650,000
28 Sep 07 28 Sep 10 $3.30 - 2,745,000 - 133,000 2,612,000
24 Apr 07 24 Apr 11 $3.30 - 300,000 - - 300,000
28 Jun 07 28 Jun 11 $3.26 - 200,000 - - 200,000
Total 6,599,041 3,245,000 1,457,445 1,255,667 7,130,929

Weighted average exercise price $2.08 $3.30 $1.30 $2.41 $2.75




Group and Parent Entity 2006

. . Forfeited/

Grant Date Date. of Exelfmse Balance at Granted Exgrmsed Lapsed during Balance at End

Expiry Price Start of Year during Year during Year Year of Year

No. No. No. No.

9 Nov 01 9 Nov 05 $0.95 67,000 - 67,000 - -
30 Apr 02 30 Apr 06 $1.07 16,000 - 16,000 - -
1 Jul 02 1Jul 06 $0.82 146,736 - 146,736 - -
1 Jul 02 1Jul 08 $0.85 133,334 - 133,334 - -
30 Oct 02 30 Oct 06 $0.86 63,334 - 53,334 - 10,000
26 Feb 03 26 Feb 07 $0.76 235,000 - 35,000 - 200,000
1Jul 03 1Jul 09 $1.00 1,200,000 - 600,000 - 600,000
24 Jul 03 24 Jul 07 $1.06 323,337 - 149,997 13,334 160,006
1 Dec 03 2 Dec 07 $1.29 300,000 - 100,000 200,000 -
30 Jun 04 30 Jun 08 $1.61 745,000 - 179,298 85,334 480,368
29 Nov 04 29 Nov 08 $2.05 660,000 - 38,333 365,000 256,667
1Jul 05 1 Jul 09 $2.08 - 1,987,000 - 455,000 1,632,000
1Jul 05 1 Jul 11 $2.08 - 1,800,000 - - 1,800,000
23 Dec 05 23 Dec 09 $2.45 — 100,000 - - 100,000
17 Mar 05 17 Mar 10 $2.97 - 1,460,000 - - 1,460,000
Total 3,889,741 5,347,000 1,619,032 1,118,668 6,599,041
Weighted average exercise price $1.29 $2.33 $1.08 $1.88 $2.08

The weighted average share price at the date of exercise during
the year ended 30 June 2007 was $3.39 (2006: $2.55)

The weighted average remaining contractual life of share options
outstanding at year end was 2.8 years (2006: 3.5 years).

Share Option Plan

A share option plan has been in place since the Company
listed on the Australian Stock Exchange in 1997. The plan
includes a performance hurdle for the exercise of options
granted, whereby the Candle Australia Limited share price
must outperform the relevant ASX Index on which the shares
of Candle Australia Limited are listed.

The options hold no voting or dividend rights and are not
transferable.

Fair Value of Options Granted

The assessment of fair value of options is made at each grant
date during the year. The range of fair values for options
granted during the year was from $0.38 to $0.47 (2006:
$0.20 to $0.26). The fair value at grant date is determined
using the American option call pricing model, which is
applied independently and which 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 expected
price volatility is based on the historic volatility adjusted for
any expected changes to future volatility due to publicly
available information.




a) Parent Entity

The ultimate Parent Entity and ultimate controlling party within the group is Candle Australia Limited.
b) Subsidiaries

Interests in subsidiaries are set out in note 16.

c) Directors and Key Management Personnel

Disclosures relating to Directors and key management personnel are set out in note 7.

Group Parent Entity
d) Transactions with Related Parties 2007 2006 2007 2006
$ $ $ $
2::';;;;3”;2::;«33 to related parties - - 295,940 20,098
o - - 245,405 209,153

Recruitment services received from subsidiaries

Tax consolidation legislation
Current tax payable assumed from wholly owned - - 595,668 787,171
tax-consolidated entities

Dividend revenue

Subsidiaries

e) Loans

Loans to subsidiaries - - 12,815,325 5,970,787
Loans to vendors of acquired business (secured) - 204,605 - -
Loans from subsidiaries - - 3,076,181 754,864

No provision for doubtful debts has been raised in relation to any outstanding balances, and no expense has been recognised
in respect of bad or doubtful debts due from related parties.

f) Terms and Conditions

All transactions were made on normal commercial terms and conditions, except that there are no fixed terms for the
repayment of loans between parties.




On 12 July 2007 Candle Australia Limited entered into an agreement to acquire the IT services business and assets of the
JAV IT Group. A deposit of $4 million was paid on 15 August 2007. The total purchase price, subject to future performance,
will be approximately $8 million.

On 17 July 2007 Candle Australia Limited entered into an agreement to acquire all of the issued shares in Reality Check Pty
Limited. The total purchase price, subject to future performance, will be approximately $1million.

On 28 August 2007 the Parent Entity resolved to pay a fully franked final dividend of 10.0 cents per share on 14 September 2007.
On 30 July 2007 Diana Eilert was appointed Chief Executive Officer to replace Robert Collins who will stand down on 28 August.

On 30 April 2007 Lloyd Morgan Limited (a subsidiary company) gained effective control of the following recruitment
businesses:

Entity Name Nature of Acquisition
Lloyd Morgan Hong Kong Limited* 100% issued share capital
Executive Leasing Hong Kong Limited Business assets
Executive Leasing Malaysia Sdn BHD Business assets
Executive Leasing Singapore PTE Limited Business assets

* Formerly known as Executive Leasing China Limited

Details of the purchase consideration, fair value of assets and liabilities acquired, and goodwill are as follows:

Purchase Consideration $000
Cash paid 2,352
Direct costs associated with the acquisition 265
Issue of 210,562 ordinary shares at market price 684
Balance of purchase price payable 2,291
5,692

In the event that certain pre-determined targets are achieved by the subsidiary, contingent consideration becomes payable.
At the date of this financial report, it is probable that some of these payments will be made, and hence have been brought to
account as a component of goodwill. If it becomes probable that any element of the remaining consideration will be payable,
it will be brought to account when the amount can be reliably measured.




Assets and Liabilities Acquired at Acquisition Date: $000

Property, plant and equipment 144
Total net assets acquired 144
Goodwill on consolidation 5,448

The assets and liabilities arising from the acquisition are recognised at fair value which equals their carrying value at acquisition
date. Goodwill is attributable to the future maintainable earnings of the acquired business.

Profit relating to the Asian operations, totalling $347,000, is included in the group income statement for the year ended
30 June 2006.

Revised compliance with AASB 2 requires the basis of the share option expense calculation for the prior year to be amended
to recognise grant date. This amendment has the following effects on the financial statements for the prior year period, and
is reflected as such in these financial statements:

Income statement for year ended 30 June 2006: $000
Employee benefits expense 102
Profit for the year (102)

Balance sheet as at 30 June 2006: $000
Share-based payments reserve 248
Retained profits (248)

There are no cash flow implications from this amendment.

Basic and diluted earnings per share for the prior year have also been restated. The amount of the amendment for both basic
and diluted earnings per share was a reduction of 0.2 cents per share (restated EPS 24.2 cents per share; restated diluted
EPS 22.4 cents per share).




Directors’ Declaration

The Directors of the Candle Australia Limited declare that:

1. The financial statements and notes, as set out on pages 30 to
63, are in accordance with the Corporations Act 2001, and:

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

(b) give a true and fair view of the financial position as at
30 June 2007 and performance for the year ended on
that date of the Parent Entity and the group;

2. The Managing Director and Chief Financial Officer have
each declared that:

(a) the financial records of the group for the financial year
have been properly maintained in accordance with
section 286 of the Corporations Act 2001;

(b) the financial statements and notes for the financial
year comply with Accounting Standards; and

(c) the financial statements and notes for the financial
year give a true and fair view.

3. In the Directors’ opinion there are reasonable grounds to
believe that the Parent Entity will be able to pay its debts
as and when they become due and payable; and
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4. The audited remuneration disclosures set out on pages
21-25 of the Directors’ Report comply with the Accounting
Standards AASB 124 Related Party Disclosures and the
Corporations Regulations 2001.

The Directors have been given the declarations by the
Managing Director and Chief Financial Officer as required by
section 295A of the Corporations Act 2001.

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

Y\

Geoffrey J. Moles — Executive Chairman

Robert J. Collins — Managing Director
Dated at Sydney this 28th day of August 2007



Independent Audit Report

Report on the Financial Report

We have audited the financial report of Candle Australia
Limited (the ‘Parent Entity’) and Candle Australia Limited and
Controlled Entities (the ‘group’), which comprises the Balance
Sheet as at 30 June 2007, the Income Statement, Statement of
Changes in Equity and Cashflow Statement for the year ended
on that date, a summary of significant accounting policies,
other explanatory notes, and the Directors’ Declaration for
the group comprising the Parent Entity and the entities it
controlled at the year’s end or from time to time during the
financial year.

We have also audited remuneration disclosures contained
in the Directors’ Report. As permitted by the Corporations
Regulations 2001, the Parent Entity has disclosed information
about the remuneration of Directors and Executives
(‘remuneration disclosures’), required by Accounting Standard
AASB 124 Related Party Disclosures, under the heading
‘Remuneration Report’ on pages 21-25 of the Directors’
Report and not in the Financial Report.

Directors’ Responsibility for the
Financial Report

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

The Directors are also responsible for the remuneration
disclosure contained in the Directors’ Report.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial report.
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The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the financial report, whether due to fraud
or error.

In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair
presentation of the financial report in order to design audit
procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the
Directors, as well as evaluating the overall presentation of the
financial report.

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

Our procedures include reading the other information in the
Annual Report to determine whether it contains any material
inconsistencies with the financial report. Our audit did not
involve an analysis of the prudence of business decisions
made by Directors or management. We believe that the audit
evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinions.

Independence

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

Auditor’s Opinion
In our opinion:

(@) the financial report of Candle Australia Limited, and
Candle Australia Limited and Controlled Entities, is in
accordance with the Corporations Act 2001, including:

(i) giving a true and fair view of the Parent Entity’s and
group’s financial position as at 30 June 2007 and of their
performance for the year ended on that date; and

(iiy 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.

In our opinion the remuneration disclosures that are contained
on pages 21 to 25 of the Directors’ Report comply with
Accounting Standards AASB 124.

WHK Horwath

B Hatchman

Dated at Sydney this 28th day of August 2007

Level 15 309 Kent Street Sydney NSW 2000

Telephone +61 2 9262 2155 Facsimile +61 2 9262 2190

Email sydney@whkhorwath.com.au
www.whkhorwath.com.au
A WHK Group Firm
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The following information is required by the Australian Stock Exchange Limited.
1. Shareholding

(@) There is only one class of equity securities, being ordinary shares.
(b) Distribution of Shareholders Number

Category Number of Holders
1-1,000 888

1,001 - 5,000 2,419

5,001 - 10,000 891

10,001 - 100,000 513

100,001 and over 41

Total 4,752

(c) The number of shareholdings held in less than marketable parcels is 129.
(d) The names of the substantial shareholders listed in the holding Company’s register as at 9 October 2007 are:

Shareholder Number of Ordinary Shares
Perpetual Trustees Australia Limited 6,531,448
Commonwealth Bank of Australia 3,899,771

(e) The voting rights in respect of the ordinary shares are established by the Constitution, which reads as follows:

Clause 5.12: ‘one vote for every fully paid share’




(f) 20 largest shareholders as at 9 October 2007

Number of Ordinary Fully Paid % Held of Issued Ordinary
Shareholder’s Name

Shares Held Capital
RBC Dexia Investor Services Australia Nominees Pty Limited 5,933,052 10.6
J P Morgan Nominees Australia Limited 2,684,627 4.6
Citicorp Nominees Pty Ltd 2,519,063 4.4
National Nominees Limited 2,488,000 4.4
HSBC Custody Nominees (Australia) Limited 2,083,054 3.7
Citicorp Nominees Pty Limited 1,479,427 2.6
Perman Investments Pty Ltd 1,442,137 2.6
Mr Robert Collins 1,342,500 2.4
Citicorp Nominees Pty Limited 1,226,053 2.2
Springhope Holdings Pty Limited 1,090,935 1.9
ANZ Nominees Limited 1,082,109 1.9
Bond Street Custodians Limited 846,300 1.5
Mr lan Wallace Edwards & Mrs Josephine Edwards 718,927 1.3
Gracelite Pty Ltd 546,874 1.0
JDV Limited 431,382 0.8
Engoordina Pty Ltd 428,262 0.8
Cogent Nominees Pty Limited 427,380 0.8
Equity Trustees Limited 335,374 0.6
Mr Barry Forster & Pamela Foster 319,522 0.6
Ewart Pty Ltd 315,000 0.6

27,639,978 49.3

(9) There is currently no On-Market Buy-Back

2. Company Secretary
The name of the Company Secretary is Mr Nicholas J. V. Geddes.

3. Registered Office

The address of the registered office is:
Level 5, 255 George Street, Sydney NSW 2000. Tel: (02) 9252 1933
Postal Address: GPO Box 4231, Sydney NSW 2001

4. Share Registry

The register of shares is held at the following address:
Registries Limited, Level 2, 28 Margaret Street, Sydney NSW 2000. Tel: (02) 9290 9600. Fax: (02) 9279 0664

5. Stock Exchange
The Company is listed on the Australian Stock Exchange under the code CND.




Corporate Directory
pa—



Board of Directors

Geoffrey J. Moles - Executive Chairman
Robert J. Collins - Managing Director

Lawrence J. Gibbs — Non-Executive Director

Peter D. Bunting — Non-Executive Director
Penelope Morris — Non-Executive Director

Company Secretary
and Registered Office

Nicholas J. V. Geddes

Australian Company Secretaries Pty Limited

Level 5
255 George Street
Sydney NSW 2000

Share Registry

Registries Limited
Level 2

28 Margaret Street
Sydney NSW 2000

Auditors

WHK Horwath
Level 15

309 Kent Street
Sydney NSW 2000

Solicitors

RBHM Commercial Lawyers
5/53 Berry Street
North Sydney NSW 2060

Bankers

Westpac Banking Corporation
275 George Street
Sydney NSW 2000

Principal Places of Business
Candle Australia Head Office

Sydney
1 York Street
Sydney NSW 2000

Candle ICT

Sydney
1 York Street
Sydney NSW 2000

Melbourne
333 Collins Street
Melbourne VIC 3000

Brisbane
52 McDougall Street
Milton QLD 4065

Canberra
65 Canberra Avenue
Griffith ACT 2603

Perth
191 St Georges Terrace
Perth WA 6000

Adelaide
74 Pirie Street
Adelaide SA 5000

Candle New Zealand

Auckland
1 Queen Street,
Auckland

Wellington
3-11 Hunter Street,
Wellington




Alliance Recruitment

Adelaide
74 Pirie Street
Adelaide SA 5000

Brisbane
359 Queen Street
Brisbane QLD 4000

Melbourne
50 Queen Street
Melbourne VIC 3000

Mount Waverley
1 Ricketts Road
Mount Waverley VIC 3149

Perth
1 Scarborough Beach Road
North Perth WA 6006

Sydney
55 Clarence St
Sydney NSW 2000

815 Pacific Highway
Chatswood NSW 2067

45-47 Smart Street
Fairfield NSW 1860

20-22 Macquarie Street
Parramatta NSW 2150

33 MacMahon Street
Hurstville NSW 2220

The One Umbrella

Sydney
162 Goulburn Street
Surry Hills NSW 2010

Brisbane
149 Wickham Terrace
Spring Hill QLD 4000

Canberra
65 Canberra Avenue
Griffith ACT 2603

Melbourne
50 Queen Street
Melbourne VIC 3000

Lloyd Morgan

Melbourne
333 Collins Street
Melbourne VIC 3000

Sydney
1 York Street
Sydney NSW 2000

Brisbane
500 Queen Street
Brisbane QLD 4000

Hong Kong

24083 World Trade Centre
280 Gloucester Road
Causeway Bay

Hong Kong

Singapore

10 Hoe Chiang Road
14-02 Keppel Towers
Singapore 089315

China

2W Guomen Building
No 1 Zuojiazhuang
Chayang District
Beijing PRC 100028

501, 555 Nanjing West Road
Shanghai PRC 200041

1507 Office Tower, Shun Hing Square

Di Wang Commercial Centre
5002 Shen Nan Dong Road
Shenzhen PRC 518008

Malaysia

16-3 Jalan Sri Hartamas 8 (8/70A)

Taman Sri Hartamas
50480 Kuala Lumpur






