


The following standards and interpretations have been issued by the AASB but are not yet effective and have not been

adopted by the Group for the annual reporting period ended 30 June 2011:

assets resulting from the first part of Phase 1 of
the IASB’s project to replace IAS 39 Financial
Instruments: Recognition and Measurement
(AASB 139 Financial Instruments: Recognition
and Measurement).

These requirements improve and simplify the
approach for classification and measurement of
financial assets compared with the requirements
of AASB 139. The main changes from AASB 139
are described below.

(a) Financial assets are classified based on (1)
the objective of the entity’s business model
for managing the financial assets; (2) the
characteristics of the contractual cash flows.
This replaces the numerous categories of
financial assets in AASB 139, each of which
had its own classification criteria.

(b) AASB 9 allows an irrevocable election on
initial recognition to present gains and losses
on investments in equity instruments that are
not held for trading in other comprehensive
income. Dividends in respect of these
investments that are a return on investment
can be recognised in profit or loss and there
is no impairment or recycling on disposal of
the instrument.

(c) Financial assets can be designated and
measured at fair value through profit or loss
at initial recognition if doing so eliminates
or significantly reduces a measurement
or recognition inconsistency that would
arise from measuring assets or liabilities, or
recognising the gains and losses on them, on
different bases.

Application Impact on Application
Reference Title Summary date of Group financial date for
standard report Group
AASB 9 Financial AASB 9 includes requirements for the 1 January 2013 | The Group is yet 1 July 2013
Instruments | classification and measurement of financial to assess the

impact
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Application Impact on Group Application
Reference Title Summary date of ) . date for
financial report
standard Group
AASB Amendments | These amendments arise from the issuance 1 January 2013 | The Group is yet 1 July 2013
2009-11 to Australian of AASB 9 Financial Instruments that sets to assess the
Accounting out requirements for the classification impact
Standards and measurement of financial assets. The
arising from requirements in AASB 9 form part of the
AASB 9 first phase of the International Accounting
[AASB 1, 3, Standards Board’s project to replace IAS
4,5,7,101, 39 Financial Instruments: Recognition and
102, 108, 112, Measurement.
1152 121 E; This St_andard shall be applied when AASB 9
136, 139, 1023 | 'S applied.
& 1038 and
Interpretations
10 & 12]
AASB 124 Related Party | The revised AASB 124 simplifies the definition 1 January 2011 | The Group is yet 1 July 2011
(Revised) Disclosures of a related party, clarifying its intended to assess the
(December meaning and eliminating inconsistencies from impact
2009) the definition, including:

(a) The definition now identifies a
subsidiary and an associate with the same
investor as related parties of each other

(b) Entities significantly influenced

by one person and entities significantly
influenced by a close member of the family
of that person are no longer related parties of
each other

(c) The definition now identifies that,
whenever a person or entity has both joint
control over a second entity and joint control
or significant influence over a third party, the
second and third entities are related to each
other

A partial exemption is also provided from

the disclosure requirements for government-
related entities. Entities that are related

by virtue of being controlled by the same
government can provide reduced related party
disclosures.




Application Impact on Application
Reference Title Summary date of Group financial date for
standard report Group
AASB Amendments This amendment makes numerous editorial 1 January 2011 The Group is yet 1 July 2011
2009-12 to Australian changes to a range of Australian Accounting to assess the
Accounting Standards and Interpretations. impact
Standards In particular, it amends AASB 8 Operating
[AASBs 5, 8, Segments to require an entity to exercise
108, 110, 112, judgement in assessing whether a government
119, 133, 137, and entities known to be under the control
139, 1023 of that government are considered a single
& 1031 and customer for the purposes of certain operating
Interpretations | segment disclosures. It also makes numerous
2,4,16, 1039 editorial amendments to a range of Australian
& 1052] Accounting Standards and Interpretations,
including amendments to reflect changes
made to the text of IFRS
by the IASB.
€
S
£
AASB Amendments | These amendments arise from the issuance 1 January 2011 | The Group is yet 1 July 2011 g
2009-14 to Australian of Prepayments of a Minimum Funding to assess the *,:-';
Interpretation Requirement (Amendments to IFRIC 14). The impact 8
—Prepayments | requirements of IFRIC 14 meant that some %
of a Minimum entities that were subject to minimum funding £
Funding requirements could not treat any surplus in a
Requirement defined benefit pension plan as an economic 39

benefit.

The amendment requires entities to treat the
benefit of such an early payment as a pension
asset. Subsequently, the remaining surplus in
the plan, if any, is subject to the same analysis
as if no prepayment had been made.
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Reference

Title

Summary

Application
date of
standard

Impact on
Group financial
report

Application
date for
Group

AASB 1053

Application
of Tiers of
Australian

Accounting
Standards

This Standard establishes a differential
financial reporting framework consisting of two
tiers of reporting requirements for preparing
general purpose financial statements:

(a) Tier 1: Australian Accounting Standards

(b) Tier 2: Australian Accounting Standards —
Reduced Disclosure Requirements

Tier 2 comprises the recognition, measurement
and presentation requirements of Tier 1

and substantially reduced disclosures
corresponding to those requirements.

The following entities apply Tier 1
requirements in preparing general purpose
financial statements:

(a) For-profit entities in the private sector that
have public accountability (as defined in
this Standard)

(b) The Australian Government and State,
Territory and Local Governments

The following entities apply either Tier 2 or Tier
1 requirements in preparing general purpose
financial statements:

(a) For-profit private sector entities that do not
have public accountability

(b) All not-for-profit private sector entities

Public sector entities other than the Australian
Government and State, Territory and Local
Governments

1 July 2013

The Group is yet
to assess the
impact

1 July 2013

AASB 1054

Australian
Additional
Disclosures

This standard is as a consequence of phase 1
of the joint Trans-Tasman Convergence project
of the AASB and FRSB.

This standard relocates all Australian specific
disclosures from other standards to one place
and revises disclosures in the following areas:

(@) Compliance with Australian Accounting
Standards

(b) The statutory basis or reporting framework
for financial statements

(c) Whether the financial statements are
general purpose or special purpose

(d) Audit fees
Imputation credits

1 July 2011

The Group is yet
to assess the
impact

1 July 2011




Application Impact on Application
Reference Title Summary date of Group financial date for
standard report Group
AASB Amendments | This Standard makes amendments to many 1 July 2013 The Group is yet 1 July 2013
2010-2 *** to Australian Australian Accounting Standards, reducing to assess the
Accounting the disclosure requirements for Tier 2 impact
Standards entities, identified in accordance with AASB
arising from 1053, preparing general purpose financial
reduced statements.
disclosure
requirements
AASB Further Emphasises the interaction between 1 January 2011 | The Group is yet 1 July 2011
2010-4 Amendments quantitative and qualitative AASB 7 to assess the
to Australian disclosures and the nature and extent of risks impact
Accounting associated with financial instruments.
Standards . . ) .
arising from Clarifies that an entltY WI.|| present an analysis
the Annual of other comprehe.nswg mcqme for each
Improvements component .of equﬁy, el.ther in the statement
Project [AASB <?f cha'nges in equity or in the notes to the
1, AASB 7, financial statements.
AASB 101, Provides guidance to illustrate how to
AASB 134 and | apply disclosure principles in AASB 134 for
Interpretation | significant events and transactions.
1l Clarifies that when the fair value of award
credits is measured based on the value of the
awards for which they could be redeemed, the
amount of discounts or incentives otherwise
granted to customers not participating in
the award credit scheme, is to be taken into
account.
AASB Amendments | This Standard makes numerous editorial 1 January 2011 | The Group is yet 1 July 2011
2010-5 to Australian amendments to a range of Australian to assess the
Accounting Accounting Standards and Interpretations, impact
Standards including amendments to reflect changes
[AASB 1, 3, made to the text of IFRS by the IASB.
4,5,101, 107, These amendments have no major impact
112, 118, 119, on the requirements of the amended
121,132, 133, pronouncements.
134, 137, 139,
140, 1023
& 1038 and
Interpretations
112, 115, 127,
132 & 1042]
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Application Impact on Application
Reference Title Summary date of Group financial date for
standard report Group
AASB Amendments The amendments increase the disclosure 1 July 2011 The Group is yet 1 July 2011
2010-6 to Australian requirements for transactions involving to assess the
Accounting transfers of financial assets. Disclosures impact
Standards - require enhancements to the existing
Disclosures disclosures in IFRS 7 where an asset is
on Transfers transferred but is not derecognised and
of Financial introduce new disclosures for assets that
Assets [AASB 1 | are derecognised but the entity continues
& AASB 7] to have a continuing exposure to the asset
after the sale.
AASB Amendments The requirements for classifying and 1 January The Group is yet 1 July 2013
2010-7 to Australian measuring financial liabilities were added to 2013 to assess the
Accounting AASB 9. The existing requirements for the impact
Standards classification of financial liabilities and the
arising from ability to use the fair value option have been
AASB 9 retained. However, where the fair value option
(December is used for financial liabilities the change in fair
2010) value is accounted for as follows:
[AASB 1, 3, 4, > The change attributable to changes in credit
5,7,101, 102, risk are presented in other comprehensive
108, 112, 118, income (OCl)
120, 121, 127, " . . )
128, 131, 132, > The remaining change is presented in profit
136,137,139, | ©'l0ss
1023, &1038 | If this approach creates or enlarges an
and interpre- | accounting mismatch in the profit or loss, the
tations 2, 5,10, | effect of the changes in credit risk are also
12,19 & 127 presented in profit or loss.
AASB Amendments These amendments address the determination 1 January The Group is yet 1 July 2012
2010-8 to Australian of deferred tax on investment property 2012 to assess the
Accounting measured at fair value and introduce a impact
Standards - rebuttable presumption that deferred tax on
Deferred Tax: investment property measured at fair value
Recovery of should be determined on the basis that the
Underlying carrying amount will be recoverable through
Assets sale. The amendments also incorporate SIC-
21 Income Taxes — Recovery of Revalued Non-
[AASB 112] Depreciable Assets into AASB 112.
AASB Amendments This Standard amends many Australian 1 July 2011 The Group is yet 1 July 2011
20111 to Australian Accounting Standards, removing the to assess the
Accounting disclosures which have been relocated to impact
Standards AASB 1054.

arising from the
Trans-Tasman
Convergence
project

[AASB 1, AASB
5, AASB 101,
AASB 107, AASB
108, AASB 121,
AASB 128, AASB
132, AASB 134,
Interpretation 2,
Interpretation
112, Interpre-
tation 113]




Application Impact on Application
Reference Title Summary date of Group financial date for
standard report Group
AASB Amendments | This Standard makes amendments to the 1 July 2013 The Group is yet 1 July 2013
2011-2 to Australian application of the revised disclosures to Tier 2 to assess the
Accounting entities, that are applying AASB 1053. impact
Standards
arising from
the Trans-
Tasman
Convergence
project —
Reduced
disclosure
regime
[AASB 101,
AASB 1054]
AABS 10 Consolidated AASB 10 establishes a new control model 1 January 2013 | The Group is yet 1 July 2013
Financial that applies to all entities. It replaces to assess the
Statements parts of AASB 127 Consolidated and impact
Separate Financial Statements dealing
with the accounting for consolidated
financial statements and Interpretation 112
Consolidation — Special Purpose Entities.
The new control model broadens the situations
when an entity is considered to be controlled
by another entity and includes new guidance
for applying the model to specific situations,
including when acting as a manager may give
control, the impact of potential voting rights and
when holding less than a majority voting rights
may give control. This is likely to lead to more
entities being consolidated into the group.
AASB 11 Joint Arrange | AASB 11 replaces AASB 131 Interests 1 January 2013 | The Group is yet 1 July 2013
-ments in Joint Ventures and Interpretation 113 to assess the
Jointly- controlled Entities — Non-monetary impact
Contributions by Ventures. AASB 11 uses
the principle of control in AASB 10 to define
joint control, and therefore the determination
of whether joint control exists may change.
In addition AASB 11 removes the option
to account for jointly controlled entities
(JCEs) using proportionate consolidation.
Instead, accounting for a joint arrangement
is dependent on the nature of the rights and
obligations arising from the arrangement. Joint
operations that give the venturers a right to the
underlying assets and obligations themselves
is accounted for by recognising the share of
those assets and obligations. Joint ventures
that give the venturers a right to the net assets
is accounted for using the equity method.
This may result in a change in the accounting
for the joint arrangements held by the group.
AASB 12 Disclosure of | AASB 12 includes all disclosures relating 1 January 2013 | The Group is yet 1 July 2013

Interests in
Other Entities

to an entity’s interests in subsidiaries, joint
arrangements, associates and structures
entities. New disclosures have been introduced
about the judgements made by management

to determine whether control exists, and to
require summarised information about joint
arrangements, associates and structured entities
and subsidiaries with non-controlling interests.

to assess the
impact
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Application Impact on Application
Reference Title Summary date of Group financial date for
standard report Group
AASB Amendments | Consequential amendments to AASB 127 1 January The Group is yet 1 July 2013
2011-7 to Australian Separate Financial Statements and AASB 128 2013 to assess the
Accounting Investments in Associates as a result of the impact
Standards adoption of AASB 10 Consolidated Financial
arising Statements, AASB 11 Joint Arrangements
from the and AASB 12 Disclosure of Interests in Other
Consolidation | Entities.
and Joint
Arrangement
Standards
AASB 13 Fair Value AASB 13 establishes a single source of 1 January The Group is yet 1 July 2013
Measurement | guidance under Australian Accounting 2013 to assess the
Standards for determining the fair value of impact
assets and liabilities. AASB 13 does not
change when an entity is required to use
fair value, but rather, provides guidance on
how to determine fair value under Australian
Accounting Standards when fair value is
required or permitted by Australian Accounting
Standards. Application of this definition may
result in different fair values being determined
for the relevant assets.
AASB 13 also expands the disclosure
requirements for all assets or liabilities carried
at fair value. This includes information about
the assumptions made and the qualitative
impact of those assumptions on the fair value
determined.
AASB Amendments | Consequential amendments to existing 1 January The Group is yet 1 July 2013
2011-8 to Australian Australian Accounting Standards as a 2013 to assess the
Accounting result of the adoption of AASB 13 Fair Value impact
Standards Measurement.
arising from
the Fair Value
Measurement
Standard
AASB Amendments | The main change resulting from the 1 July 2012 The Group is yet 1 July 2012
2011-9 to Australian amendments relates to the ‘Statement of to assess the
Accounting Profit or Loss and Other Comprehensive impact
Standards Income’ and the requirement for entities to
-Presentation group items presented in other comprehensive
of Items of income on the basis of whether they are
Other Com- potentially reclassifiable to profit or loss
prehensive subsequently (reclassification adjustments).
Income The amendments do not remove the option to
present profit or loss and other comprehensive
[AASB1,5,7, | . h
101, 112, 120, income in two statements.
121,132, 133, The amendments do not change the option
134, 1039 & to present items of OCI either before tax or
1049] net of tax. However, if the items are presented

before tax then the tax related to each of the
two groups of OCI items (those that might be
reclassified to profit or loss and those that will
not be reclassified) must be shown separately.




method’);

Requirements.

nition of gains and losses (the ‘corridor

® requiring remeasurements to be presented in
other comprehensive income; and

¢ enhancing the disclosure requirements
relating to defined benefit plans for Tier 1
entities. The AASB has provided relief from
certain disclosure requirements for entities
that adopt Tier 2 Reduced Disclosure

Application Impact on Application
Reference Title Summary date of Group financial date for
standard report Group
AASB 119 Employee The main changes to accounting for defined 1 January The Group is yet 1 July 2013
(Revised) Benefits benefit plans are: 2013 to assess the
¢ to eliminate the option to defer the recog- impact

(c) Basis of Consolidation

The consolidated financial statements comprise the financial
statements of Neptune Marine Services Limited and its
subsidiaries (as outlined in note 30) as at and for the period
ended 30 June each year.

Subsidiaries are all those entities over which the Group has
the power to govern the financial and operating policies so

as to obtain benefits from their activities. The existence and
effect of potential voting rights that are currently exercisable or
convertible are considered when assessing whether a Group
controls another entity.

The financial statements of the subsidiaries are prepared

for the same reporting period as the parent company, using
consistent accounting policies. In preparing the consolidated
financial statements, all intercompany balances, transactions,
unrealised gains and losses resulting from intra-group
transactions and dividends have been eliminated in full.

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

Investments in subsidiaries held by Neptune Marine

Services Limited are accounted for at cost in the separate
financial statements of the parent entity less any impairment
charges. Dividends received from subsidiaries are recorded

as a component of other revenues in the separate income
statement of the parent entity, and do not impact the recorded
cost of the investment. Upon receipt of dividend payments
from subsidiaries, the parent will assess whether any indicators
of impairment of the carrying value of the investment in the
subsidiary exist. Where such indicators exist, to the extent that
the carrying value of the investment exceeds its recoverable
amount, an impairment loss is recognised.

The acquisition of subsidiaries is accounted for using the
acquisition method of accounting. The acquisition method of
accounting involves recognising at acquisition date, separately
from goodwill, the identifiable assets acquired, the liabilities
assumed and any non-controlling interest in the acquiree. The
identifiable assets acquired and the liabilities assumed are
measured at their acquisition date fair values (see note 2(d)).

The difference between the above items and the fair value of
the consideration (including the fair value of any pre-existing
investment in the acquiree) is goodwill or a discount on
acquisition.

After initial recognition, goodwill is measured at cost less

any accumulated impairment losses. For the purpose

of impairment testing, goodwill acquired in a business
combination is, from the acquisition date, allocated to each of
the Group’s cash-generating units that are expected to benefit
from the combination, irrespective of whether other assets or
liabilities of the acquire are assigned to those units.

Where goodwill forms part of a cash-generating unit and

part of the operation within that unit disposal of, the goodwill
associated with the operation disposed of is included in the
carrying amount of the operation when determining the gain or
loss on disposal of the operation. Goodwill disposed of in this
circumstance is measured based on the relative values of the
operation disposed of and the portion of the cash-generating
unit retained.

A change in the ownership interest of a subsidiary that does
not result in a loss of control, is accounted for as an equity
transaction.
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If the Group loses control over a subsidiary, it:

e Derecognises the assets (including goodwill) and
liabilities of the subsidiary

e Derecognises the carrying amount of any non-
controlling interest

¢ Derecognises the cumulative translation differences,
recorded in equity

e Recognises the fair value of the consideration received
* Recognises the fair value of any investment retained
* Recognises any surplus or deficit in profit or loss

e Reclassifies the parent’s share of components
previously recognised in other comprehensive income to
the profit or loss, or retained earnings, as appropriate.

(d) Business Combinations

Business combinations are accounted for using the acquisition
method. The consideration transferred in a business
combination shall be measured at fair value, which shall be
calculated as the sum of the acquisition date fair values of the
assets transferred by the acquirer, the liabilities incurred by the
acquirer to former owners of the acquiree and the equity issued
by the acquirer, and the amount of any non-controlling interest
in the acquiree. For each business combination, the acquirer
measures the non-controlling interest in the acquiree either

at fair value or at the proportionate share of the acquiree’s
identifiable net assets. Acquisition-related costs are expensed
as incurred, and included in administrative expenses.

When the Group acquires a business, it assesses the financial
assets and liabilities assumed for appropriate classification
and designation in accordance with the contractual terms,
economic conditions, the Group’s operating or accounting
policies and other pertinent conditions as at the acquisition
date. This includes the separation of embedded derivatives in
host contracts by the acquiree.

If the business combination is achieved in stages, the
acquisition date fair value of the acquirer’s previously held
equity interest in the acquiree is remeasured to fair value at the
acquisition date through profit or loss.

Any contingent consideration to be transferred by the
acquirer will be recognised at fair value at the acquisition
date. Subsequent changes to the fair value of the contingent

consideration which is deemed to be an asset or liability will

be recognised in accordance with AASB 139 either in profit

or loss or as a change to other comprehensive income. If the
contingent consideration is classified as equity, it should not be
remeasured until it is finally settled within equity.

(e) Operating Segments

An operating segment is a component of an entity that
engages in business activities from which it may earn revenues
and incur expenses (including revenues and expenses relating
to transactions with other components of the same entity),
whose operating results are regularly reviewed by the entity’s
chief operating decision maker to make decisions about
resources to be allocated to the segment and assess its
performance and for which discrete financial information is
available. This includes start-up operations which are yet to
earn revenues. Management will also consider other factors in
determining operating segments such as the level of segment
information presented to the Board of Directors.

Operating segments have been identified based on the
information provided to the chief operating decision makers —
being the Executive management team.

The Group aggregates two or more operating segments when
they have similar economic characteristics, and the segments
are similar in each of the following respects:

e Nature of the products and services
e Nature of the production processes

e Type or class of customer for the products and services

e Methods used to distribute the products or provide the
services, and if applicable

* Nature of the regulatory environment

Operating segments that meet the quantitative criteria as
prescribed by AASB 8 are reported separately. However,

an operating segment that does not meet the quantitative
criteria is still reported separately where information about the
segment would be useful to users of the financial statements.

Information about other business activities and operating
segments that are below the quantitative criteria are combined
and disclosed in a separate category for “all other segments”.



(f) Foreign Currency Translation

The functional currency of each of the Group’s entities is
measured using the currency of the primary economic
environment in which that entity operates. The consolidated
financial statements are presented in Australian Dollars which
is the parent entity’s functional and presentation currency.

The functional currencies of the company’s subsidiaries are as

follows:

Australia AUD
Asia and Middle East usD
United States of America uSD
United Kingdom GBP

Foreign currency transactions are translated into functional
currency using the exchange rates prevailing at the date of the
transaction. Foreign currency monetary items are translated at
the year-end exchange rate. Non-monetary items measured at
historical cost continue to be carried at the exchange rate at
the date of the transaction. Non-monetary items measured at
fair value are reported at the exchange rate at the date when
fair values were determined.

Exchange differences arising on the translation of monetary items
are recognised in the income statement, except where deferred in
equity as a qualifying cash flow or net investment hedge.

Exchange differences arising on the translation of non-
monetary items are recognised directly in equity to the

extent that the gain or loss is directly recognised in equity;
otherwise the exchange difference is recognised in the income
statement.

The financial results and position of foreign operations whose
functional currency is different from the Group’s presentation
currency are translated as follows:

— assets and liabilities are translated at year end
exchange rates prevailing at that reporting date; and

— income and expenses are translated at the exchange
rate on the date of the transaction;

Exchange differences arising on translation of foreign
operations including exchange differences on intercompany
monetary items for which settlement is neither planned nor
likely to occur, are transferred directly to the Group’s foreign
currency translation reserve in the statement of financial
position. These differences are recognised in the income
statement in the period in which the operation is disposed.

(g) Cash and Cash Equivalents

Cash and cash equivalents in the statement of financial
position comprise cash at bank and in hand and short-term
deposits with an original maturity of three months or less that
are readily convertible to known amounts of cash and which
are subject to an insignificant risk of changes in value.

For the purposes of the statement of cash flows, cash and
cash equivalents consist of cash and cash equivalents as
defined above, net of outstanding bank overdrafts. Bank
overdrafts are included within interest-bearing loans and
borrowings in current liabilities on the statement of financial
position.

(h) Trade and Other Receivables

Trade receivables, which generally have 30-60 day terms, are
recognised initially at fair value and subsequently measured
at amortised cost using the effective interest method, less an
allowance for impairment.

Collectability of trade receivables is reviewed on an ongoing
basis at an operating unit level. Individual debts that are
known to be uncollectible are written off when identified. An
impairment provision is recognised when there is objective
evidence that the Group will not be able to collect the
receivable. Financial difficulties of the debtor, default payments
or debts more than 60 days overdue are considered objective
evidence of impairment. The amount of the impairment loss

is the receivable carrying amount compared to the present
value of estimated future cash flows, discounted at the original
effective interest rate.

(i) Inventories

Inventories are valued at the lower of cost and net realisable value.

Costs incurred in bringing each product to its present location
and condition is accounted for as follows:

— raw materials - purchase cost on a first-in, first-out
basis,
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— finished goods and work-in-progress, cost of direct
materials and labour and a proportion of manufactur-
ing overheads based on normal operating capacity but
excluding borrowing costs.

Net realisable value is the estimated selling price in the ordinary
course of business, less estimated costs of completion and
the estimated costs necessary to make the sale.

(i) Financial Instruments

Financial instruments are initially measured at fair value, which
includes transaction costs, when the related contractual rights
or obligations exist. Subsequent to initial recognition these
instruments are measured as set out below.

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market and are stated at amortised cost using the
effective interest rate method.

Non-derivative financial liabilities are initially recognised at fair
value. Any subsequent measurement for non-derivative items
is at amortised cost, comprising original debt less principal
payments and amortisation.

Derivative instruments are measured at fair value. Gains
and losses arising from changes in fair value are taken to the
income statement unless they are designated hedges.

Financial assets are derecognised where the contractual rights
to receipt of cash flows expires or the asset is transferred to
another party whereby the entity no longer has any significant
continuing involvement in the risks and benefits associated
with the asset. Financial liabilities are derecognised where the
related obligations are discharged, cancelled or expired. The
difference between the carrying value of the financial liability
extinguished or transferred to another party and the fair value
of consideration paid, including the transfer of non-cash assets
or liabilities assumed, is recognised in profit or loss.

Hedge of a net investment in a foreign operation, including a
hedge of a monetary item that is accounted for as part of the
net investment. The Group tests the effectiveness of the hedge
on a bi-annual basis both retrospectively and prospectively
using matched terms at each balance date, the Group
measures ineffectiveness using the ratio offset method. Gains
or losses on the hedging instrument relating to the effective
portion of the hedge are recognised directly in equity while any
gains or losses relating to the ineffective portion are recognised
in profit or loss. On disposal of the foreign operation, the
cumulative value of such gains or losses recognised directly in
other comprehensive income are transferred to profit or loss
based on the amount calculated using the direct method of
consolidation.

(k) Non-Current Assets and Disposal Groups Held for
Sale and Discontinued Operations

Non-current assets and disposals are classified as held for
sale and measured at the lower of their carrying amount

and fair value less costs to sell if their carrying amount will

be recovered principally through a sale transaction instead

of use. They are not depreciated or amortised. For an asset

or disposal group to be classified as held for sale it must be
available for immediate sale in its present condition and its sale
must be highly probable.

An impairment loss is recognised for any initial or subsequent
write down of the asset (or disposal group) to fair value

less costs to sell. A gain is recognised for any subsequent
increases in fair value less costs to sell of an asset (or disposal
group), but not in excess of any cumulative impairment loss
previously recognised. A gain or loss not previously recognised
by the date of the sale of the non-current asset (or disposal
group) is recognised at the date of recognition.

A discontinued operation is a component of the entity

that has been disposed of or is classified as held for sale

and that represents a separate major line of the business

or geographical area of operations, is part of a single
coordinated plan to dispose of such a line of business or
area of operations, or is a subsidiary acquired with a view to
resale. The results of discontinued operations are presented
separately on the face of the statement of comprehensive
income and the assets and liabilities are presented separately
on the face of the statement of financial position.



(I) Property, Plant and Equipment

Each class of property, plant and equipment is historical
carried at cost less, where applicable, any accumulated
depreciation and any accumulated impairment losses.

Plant and equipment are measured on the cost basis.

The carrying amount of plant and equipment is reviewed
annually by Directors 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 that will be generated from the use of the assets
employment and subsequent disposal. The expected net
cash flows have been discounted to their present values in
determining recoverable amounts.

The depreciable amount of all fixed assets including building
and capitalised lease assets, is depreciated on a diminishing
value basis over their useful lives to the consolidated group
commencing from the time the asset is held ready for use.
Leasehold improvements are depreciated over the shorter of
either the unexpired period of the lease or the estimated useful
lives of the improvements.

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

Class of Fixed Asset Depreciation Rate

Office furniture, equipment and software  25% - 33%

Leasehold Improvements 20% - 33%

Plant and equipment 20% - 40%

Leased Vehicles 20%
Remotely Operated Vehicles (ROV’s)
and Vessels 5-10%

The assets’ residual values and useful lives are reviewed, and
adjusted if appropriate, at each balance sheet date. An asset’s
carrying amount is written down immediately to its recoverable
amount if the asset’s carrying amount is greater than its
estimated recoverable amount.

Gains and losses on disposals are determined by comparing
proceeds with the carrying amount. These gains and losses
are included in the income statement.

(m) Leases

The determination of whether an arrangement is or contains
a lease is based on the substance of the arrangement at
inception date, arrangement at inception date, whether
fulfilment of the arrangement is dependent on the use of a
specific asset or assets or the arrangement conveys a right to
use the asset, even if that right is not explicitly specified in an
arrangement.

Finance leases, which transfer to the Group substantially all
the risks and benefits incidental to ownership of the leased
item, are capitalised at the inception of the lease at the fair
value of the leased asset or, if lower, at the present value of the
minimum lease payments. Lease payments are apportioned
between the finance charges and reduction of the lease liability
S0 as to achieve a constant rate of interest on the remaining
balance of the liability. Finance charges are recognised in
finance costs in profit or loss.

Capitalised leased assets are depreciated over the shorter of
the estimated useful life of the asset and the lease term if there
is no reasonable certainty that the Group will obtain ownership
by the end of the lease term.

Operating lease payments are recognised as an operating
expense in the statement of comprehensive income on

a straight-line basis over the lease term. Operating lease
incentives are recognised as a liability when received and
subsequently reduced by allocating lease payments between
rental expense and reduction of the liability.

(n) Impairment of Non-Current Assets

At each reporting date, the Group reviews the carrying values
of its tangible and intangible assets to determine whether
there is any indication that those assets have been impaired.
If such an indication exists, the recoverable amount of the
asset, being the higher of the asset’s fair value less costs to
sell and value in use, is compared to the assets carrying value.
Any excess of the assets carrying value over its recoverable
amount is expensed to the income statement.

Impairment testing is performed annually for goodwill and
intangible assets with indefinite lives.

Where it is not possible to estimate the recoverable amount
of an individual asset, the group estimates the recoverable
amount of the cash-generating unit to which the asset
belongs.
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(o) Goodwill and Intangibles

Goodwill acquired as a business combination is initially
measured at cost of the business combination being the
excess of the consideration transferred over the fair value

of the Group’s net identifiable assets acquired and liabilities
assumed. If this consideration transferred is lower than the fair
value of the net identifiable assets of the subsidiary acquired,
the difference is recognised in profit or loss.

After initial recognition, goodwill is measured at cost less
any accumulated impairment losses. For the purpose

of impairment testing, goodwill acquired in a business
combination is, from the acquisition date, allocated to each
of the group’s cash-generating units, or groups of cash-
generating units, that are expected to benefit from the
synergies of the combination, irrespective of whether other
assets or liabilities of the Group are assigned to those units
or groups of units. Each unit or group of units to which

the goodwiill is allocated represents the lowest level within
the entity at which the goodwill is monitored for internal
management purposes, and is not larger than an operating
segment determined in accordance with AASB 8.

Impairment testing is performed at 30 June each year using
discounted cash flows under the value in use methodology.
Further details on the methodology and assumptions used are
outlined in note 19.

When the recoverable amount of the cash-generating unit
(group of cash-generating units) is less than the carrying
amount, an impairment loss is recognised. When goodwill
forms part of a cash-generating unit (group of cash-generating
units) and an operation within that unit is disposed of, the
goodwill associated with the operation disposed of is included
in the carrying amount of the operation when determining the
gain or loss on disposal of the operation. Goodwill disposed of
in this manner is measured based on the relative values of the
operation disposed of and the portion of the cash-generating
unit retained.

Expenditure on research activities, undertaken with the
prospect of gaining new scientific or technical knowledge
and understanding, is recognised in the profit or loss when
incurred.

Development activities involve a plan or design for the
production of new or substantially improved products

and processes. Development expenditure is capitalised

only if development costs can be measured reliably, the
product or process is technically and commercially feasible,
future economic benefits are probable, and the Neptune
Group intends to and has sufficient resources to complete
development and to use or sell the asset. The expenditure
capitalised includes the cost of material, direct labour and
costs that are directly attributable to preparing the asset for its
intended use. Other development expenditure is recognised in
the profit or loss as incurred.

Development costs have a finite life and are amortised on a
systematic basis matched to the future economic benefits over
the useful life of the project (refer note 19).

(p) Trade and Other Payables

Trade and other payables are carried at amortised cost and
due to their short-term nature they are not discounted. They
represent liabilities for goods and services provided to the
Group prior to the end of the financial year that are unpaid
and arise when the Group becomes obliged to make future
payments in respect of the purchase of these goods and
services. The amounts are unsecured and are usually paid
within 60 days of recognition.

(9) Interest-bearing Loans and Borrowings

All loans and borrowings are initially recognised at the fair
value of the consideration received less directly attributable
transaction costs.

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

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

Borrowing costs directly attributable to the acquisition,
construction or production of a qualifying asset (i.e. an asset
that necessarily takes a substantial period of time to get
ready for its intended use or sale) are capitalised as part of



the cost of that asset. All other borrowing costs are expensed
in the period they occur. Borrowing costs consist of interest
and other costs that an entity incurs in connection with the
borrowing of funds. Neptune Marine Services Limited does
not currently hold qualifying assets but, if it did, the borrowing
costs directly associated with this asset would be capitalised
(including any other associated costs directly attributable to
the borrowing and temporary investment income earned on
the borrowing).

(r) Provisions and Employee Benefits

(i) Provisions are recognised when the Group has a legal or
constructive obligation, as a result of past events, for which
it is probable that an outflow of economic benefits will
result and that outflow can be reliably measured.

Provisions are measured at the present value of management’s
best estimate of the expenditure required to settle the present
obligation at reporting date.

Provision is made for the company’s liability for employee
benefits arising from services rendered by employees to
balance date. Employee benefits that are due to be settled
within one year have been measured at the amounts expected
to be paid when the liability is settled, plus related on-costs.

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.

(i) Long Service Leave

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

(s) Equity Settled Compensation

The Group provides benefits to its employees (including key
management personnel) in the form of share based payments,
whereby employees render services in exchange for shares or

rights over shares (equity settled transactions).

The cost of these equity-settled transactions with employees
is measured by reference to the fair value of the equity
instruments at the date at which they are granted. The fair
value is determined by an external valuer using a binomial
model, further details of which are given in note 32.

The cost of equity-settled transactions is recognised, together
with a corresponding increase in equity, over the period in
which the performance and/or service conditions are fulfilled
(the vesting period), ending on the date on which the relevant
employees become fully entitled to the award (the vesting date).

If an equity-settled award is cancelled, it is treated as if it had
vested on the date of cancellation, and any expense not yet
recognised for the award is recognised immediately. However,
if a new award is substituted for the cancelled award and
designed as a replacement award on the date that it is grated,
the cancelled and new award are treated as if they were a
modification of the original award, as described in the previous
paragraph.

(t) Revenue

Revenue is measured at fair value of the consideration
received or receivable, net of returns, trade discounts or
volume rebates.

Revenue is recognised to the extent that it is probable that the
economic benefits will flow to the Group and the revenue can
be reliably measured.

Revenue from the rendering of a service is recognised by
reference to the stage of completion of a contract or contracts
in progress at reporting date or at the time of completion of the
contract and billing to the customer.

Stage of completion is measured by reference to labour hours
and costs incurred to date as a percentage of total estimated
labour hours and costs for each contract which is determined
by a set quotation with the customer.

When the contract outcome cannot be estimated reliably,
revenue is recognised only to the extent of the expenses
recognised that are recoverable.

Interest revenue is recognised on a proportional basis taking
into account the interest rates applicable to the financial
assets.
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Licence fee revenue is recognised on an accruals basis when
the Group has the right to receive payment under the relevant
agreement and has performed its obligations.

(u) IncomeTax and OtherTaxes

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

Current income tax relating to items recognised directly in
equity is recognised in equity and not in the income statement.
Management periodically evaluates positions taken in the

tax returns with respect to situations in which applicable

tax regulations are subject to interpretation and establishes
provisions where appropriate.

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

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

e When the deferred income tax liability arises from the
initial recognition of goodwill or of an asset or liability in a
transaction that is not a business combination and that, at
the time of the transaction, affects neither the accounting
profit nor taxable profit or loss

e \When the taxable temporary difference is associated
with investments in subsidiaries, associates or interests
in joint ventures, and the timing of the reversal of the tem-
porary difference can be controlled and it is probable that
the temporary difference will not reverse in the foresee-
able future

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

¢ When the deferred income tax asset relating to the

deductible temporary difference arises from the initial rec-
ognition of an asset or liability in a transaction that is not a
business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or
loss

e When the deductible temporary difference is associated
with investments in subsidiaries, associates or interests in
joint ventures, in which case a deferred tax asset is only
recognised to the extent that it is probable that the tempo-
rary difference will reverse in the foreseeable future and
taxable profit will be available against which the temporary
difference can be utilised

The carrying amount of deferred income tax assets is
reviewed at each reporting date and reduced to the extent
that it is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred income tax asset
to be utilised. Unrecognised deferred income tax assets are
reassessed at each reporting date and are recognised to the
extent that it has become probable that future taxable profit
will allow the deferred tax asset to be recovered. Deferred
income tax assets and liabilities are measured at the tax
rates that are expected to apply to the year when the asset

is realised or the liability is settled, based on tax rates (and tax
laws) that have been enacted or substantively enacted at the
reporting date.

Deferred tax assets and deferred tax liabilities are offset only
if a legally enforceable right exists to set off current tax assets
against current tax liabilities and the deferred tax assets

and liabilities relate to the same taxable entity and the same
taxation authority.

Neptune Marine Services Limited and its wholly-owned
Australian controlled entities implemented the tax consolidation
legislation as of 1 July 2009.

The head entity, Neptune Marine Services Limited and the
controlled entities in the tax consolidated Group continue to
account for their own current and deferred tax amounts.
The Group has applied the Group allocation approach

in determining the appropriate amount of current taxes

and deferred taxes to allocate to members of the tax
consolidated Group.

In addition to its own current and deferred tax amounts,



Neptune Marine Services Limited also recognises the current
tax liabilities (or assets) and the deferred tax assets arising
from unused tax losses and unused tax credits assumed from
controlled entities in the tax consolidated Group.

Assets or liabilities arising under tax funding agreements
with the tax consolidated entities are recognised as amounts
receivable from or payable to other entities in the Group.
Details of the tax funding agreement are disclosed in note 8.

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

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

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

* Receivables and payables, which are stated with the
amount of GST included

The net amount of GST recoverable from, or payable to, the

taxation authority is included as part of receivables or payables

in the statement of financial position.

Cash flows are included in the statement of cash flows on a
gross basis and the GST component of cash flows arising
from investing and financing activities, which is recoverable
from, or payable to, the taxation authority is classified as part
of operating cash flows.

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

(v) Government Grants

Government grants are recognised in the statement of
financial position as a liability when the grant is received.

When the grant relates to an expense item (research and
development grants for electronic equipment), it is recognised
as income over the periods necessary to match the grant

on a systematic basis to the costs that it is intended to
compensate, currently a five year project.

When the grant relates to an asset (investment grants relating
to electronics equipment), the fair value is credited to deferred
income and is released to the statement of comprehensive
income over the expected useful life of the relevant asset by
equal annual instalments.

(w) Earnings Per Share

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

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

e Costs of servicing equity (other than dividends) and prefer-
ence share dividends

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

e (Other non-discretionary changes in revenues or expenses
during the period that would result from the dilution of
potential ordinary shares, divided by the weighted average
number of ordinary shares and dilutive potential ordinary
shares, adjusted for any bonus element
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(a) Financial Risk Management

The Group’s principal financial instruments comprise receivables, payables, bank loans and finance facilities, finance leases,
hire purchases, cash and short-term deposits.

The Group manages its exposure to key financial risks, including interest rate and currency risk in accordance with the Group’s
financial risk management policy. The objective of the policy is to support the delivery of the Group’s financial targets while
protecting future financial security.

Previously the Group entered into derivative transactions, principally interest rate swaps and forward currency contracts. The
purpose was to manage the interest rate and currency risks arising from the Group’s operations and its sources of finance.
Derivatives classified as held for trading relating to forward currency contracts provided economic hedges, but did not qualify
for hedge accounting and were based on limits set by the Board. The main risks arising from the Group’s financial instruments
are interest rate risk, foreign currency risk, credit risk and liquidity risk. The Group uses different methods to measure and
manage different types of risks to which it is exposed. These include monitoring levels of exposure to interest rate and foreign
exchange risk and assessments of market forecasts for interest rate and foreign exchange. Ageing analyses and monitoring of
specific credit allowances are undertaken to manage credit risk. Liquidity risk is monitored through the development of future
rolling cash flow forecasts.

The Board reviews and agrees policies for managing each of these risks as summarised below.

Primary responsibility for identification and control of financial risks rests with the Group Finance department under the
authority of the Board. The Board provides principles for overall risk management, as well as policies covering specific areas,
such as foreign exchange risk, interest rate risk, credit allowances, and future cash flow forecast projections.

The Group hold the following financial instruments:

Consolidated Group

2011 2010
Financial Assets $000 $000
Cash and cash equivalents 10,965 21,781
Trade and other receivables 32,023 45,125
Total 42,988 66,906
Financial Liabilities
Trade and other payables 21,524 44,838
Derivative financial instruments - 180
Bank Loans - 49,906
Other financial liabilities 4,260 9,101
Total 25,784 104,025

The above statement of comprehensive income should be read in conjunction with the accompanying notes.



(i) Interest Rate Risk

The Group held its cash reserves on deposit and in cheque accounts during the year, which earned interest at rates ranging
between 0% and 5.78% (2010: 0% and 5.37%) depending on account balances.

Other than cash and other short term deposits, all the Group’s financial assets are non-interest bearing.

Interest bearing liabilities are comprised of hire purchase agreements of $312,000 (2010: $2,613,000), other finance
arrangements of $3,948,000 (2010: $ $6,487,000) and in 2011 bank loans are nil (2010: $49,907,000).

Other than the hire purchase agreements, bank loans and other finance arrangements, all the Group’s financial liabilities are non-
interest bearing.

The following sets out the Group’s exposure to variable interest rate risk, including the effective average interest rate by maturity
periods.

Consolidated 30 June 2011

€
Average 2011 2
Interest Rate $000 g
S
Financial Assets *é
Cash and cash equivalents 10,965 g
=
Financial Liabilities 55
Hire Purchase agreements 7.62% (312)
Debtors Facility 8.64% (2,656)
Other finance arrangements * 5.99% (1,292)
6,705
* Other finance arrangements includes insurance funding arrangements and ERP system
Consolidated 30 June 2010
Average 2010
Interest Rate $000
Financial Assets
Cash and cash equivalents 21,781
Financial Liabilities
Hire purchase agreements 712% (2,613)
Bank loans 6.55% (49,906)
Debtors facility 6.14% (6,309)
Other finance arrangements * 5.99% (178)
(87,225)

* Other finance arrangements includes insurance funding arrangements and ERP system
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The Group’s mix of financial assets and liabilities are exposed to Australian, United Kingdom and United States of America
variable interest rate risk determined by local financial institutions.

As at 30 June 2011, if interest rates had changed by +/- 100 basis points from the year end rates with all other variables held
constant, post-tax profit/(loss) for the year would have been $54,000 higher/lower (2010: $242,000). This would be a result of
higher/lower interest revenue on deposits and higher/lower interest expense on borrowings.

(i) Foreign Currency Risk

The consolidated entity is exposed to foreign currency on sales, purchases, investments, and other borrowings that are
denominated in a currency other than the functional currency. The currencies giving rise to this risk are primarily US Dollars and
GB Pounds.

The Group enters into forward exchange contracts to meet some foreign currency commitments. With regard to other foreign
currency transactions, generally there is no need to manage currencies as there is a corresponding asset or liability which will
offset any foreign currency risk.

The financial instruments exposed to movements in the GBP are: Consolidated Group
30 June 2011 30 June 2010
$000 $000
Cash and cash equivalents 85 3,936
Trade and other receivables 235 -

Property, plant and equipment - -

Trade and other payables - (386)

Interest bearing loans and borrowings - (29,730)

Net exposure 320 (26,180)
The financial instruments exposed to movements in the USD are: Consolidated Group

30 June 2011 30 June 2010

$000 $000

Cash and cash equivalents 13 7,759

Trade and other receivables 341 9,311

Property, plant and equipment - -
Trade and other payables 43) (4,207)

Interest bearing loans and borrowings - -

Net exposure 311 12,863

As at 30 June 2011, the post-tax profit of the consolidated entity would change by the following amounts as a result of
movements in different exchange rates:

— if the AUD had strengthened/weakened by 10% against the GBP, post-tax impact on changes in equity for the year
would have been $22,437 lower/higher.

- if the AUD had strengthened/weakened by 10% against the USD, post-tax profit for the year would have been $21,768
lower/higher.



As at 30 June 2010, the post-tax profit of the consolidated entity would change by the following amounts as a result of
movements in different exchange rates:
— if the AUD had strengthened/weakened by 10% against the GBP, post-tax impact on changes in equity for the year
would have been $1,859,583 higher/lower.
— if the AUD had strengthened/weakened by 10% against the USD, post-tax profit for the year would have been
$900,399 lower/higher.

Included in interest bearing loans and borrowings at 30 June 2010 was a borrowing of GBP 15,000,000, which has been
designated as a hedge of the GBP/AUD spot foreign exchange risk associated with its investment in the net assets of Aberdeen
based, Submersible Technology Services (Holdings) Limited (STS). It was being used to hedge the Group’s exposure to
changes in exchange rates on the value of its net investments in the STS operations. Gains or losses on the retranslation of this
borrowing, considered to be an effective hedge, were transferred to other comprehensive income to offset any gains or losses
on translation of the net investments in the subsidiaries in equity. A net loss on the hedge of the net investment of $1,495,000
(net of tax) was recognised in other comprehensive income for that period. This borrowing was repaid fully during 2011.

(i) Credit Risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the
consolidated entity. Certain businesses within the consolidated entity are largely reliant on a small number of customers which
increases the concentration of credit risk. However, as the consolidated entity deals mainly with large reputable clients, the
concentration of credit risk is minimised. Management does not expect any losses as a result of counterparty default.

Credit risk is managed through the credit approval process instigated by management at head office and by monitoring
counterparties periodically.

At reporting date, there was no significant concentration of credit risk at group level as all cash and cash equivalents were held
in AA & A+ credit rated banks (S&P). The maximum exposure to credit risk is represented by the carrying amount of each
financial asset, in the balance sheet.

The breakdown of trade debtors by currency and ageing is included below (balances are in foreign denominated currency):

Credit Risk Consolidated
Past due and
Current Past due but not impaired impaired Total
$000 $000 $000 $000 $000
Individual Currency 0 - 60 days 61 - 90 days 90+ days

Australian Dollars 12,997 2,103 97 - 15,197
United States Dollars 5,737 1,638 2,882 34 10,291
Great British Pounds 2,439 62 - 144 2,645
21,173 3,803 2,979 178 28,133

Consolidated

Past due and

Current Past due but not impaired impaired Total
$000 $000 $000 $000 $000

Australian Dollar Equivalent 0 - 60 days 61 - 90 days 90+ days
Australian Dollars 12,986 2,103 97 - 15,186
United States Dollars 5,342 1,525 2,684 32 9,583
Great British Pounds 3,658 93 - 216 3,967
21,986 3,721 2,781 248 28,736
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The Group trades only with recognised, credit worthy parties. Receivables balances are monitored on an ongoing basis with
the result that the Group’s experience of bad debts has not been significant. During the year the Group wrote off $2,542,000 in
relation to one bad debtor. Of this balance $411,000 was recovered prior to the year end and further efforts are being made to
recover additional amounts.

The majority of the balances held in USD and GBP are held in entities with those respective functional currencies. Therefore
there is minimal foreign currency risk.

(iif) Liquidity Risk
Liquidity risk is the inability to access funds, both anticipated and unforeseen, which may lead to the Group being unable to
meet its obligations in an orderly manner as they arise.

The Group’s liquidity position is managed to ensure sufficient funds are available to meet financial commitments in a timely and
cost-effective manner. The Group is primarily funded through on-going cash flow, debt funding and equity capital raisings, as
and when required.

Management regularly monitors actual and forecast cash flows to manage liquidity risk.

The table below reflects all contractual fixed pay-offs, repayments and interest from recognised financial liabilities at 30 June
2011. As such, the amounts may not reconcile to the balance sheet.

Within Year 1to 5years Total

$000 $000 $000
2011 2010 2011 2010 2011 2010

Financial Liabilities:

Bank loans and overdrafts - 31,247 - 18,659 - 49,906
Debtors facility 2,656 6,309 - - 2,656 6,309
Trade and sundry payables 21,524 44,838 - - 21,524 44,838
Lease liabilities and other 1,147 1,692 457 1,101 1,604 2,793
Derivatives (net settled) - 135 - 45 - 180
Total Financial Liabilities 25,327 84,220 457 19,805 25,784 104,026

The Group previously entered into interest rate swap transactions to exchange variable interest payment obligations to protect
long-term borrowings from the risk of increasing interest rates. The debt had a variable interest rate and the Group entered into
swap contracts to pay interest at fixed rates. As the Group no longer has long term borrowings the interest rate swaps are no
longer required.

At balance date, the details of interest rate swap contracts are:

Effective Average Interest Rate Payable Notional Principal
2010 2011 2010
Less than 1 year % $000 $000
1to2years 5.99% - 2,800
2 to 5 years 5.99% - 2,800
5.99% - 5,100

- 10,700




The preparation of the financial statements requires management to make judgements, estimates and assumptions that affect
the reported amounts in the financial statements. Management continually evaluates its judgements and estimates in relation to
assets, liabilities, contingent liabilities, revenue and expenses. Management bases its judgements and estimates on historical
experience and on other various factors it believes to be reasonable under the circumstances, the result of which form the basis
of the carrying values of assets and liabilities that are not readily apparent from other sources.

Management has identified the following critical accounting policies for which significant judgements, estimates and
assumptions are made. Actual results may differ from these estimates under different assumptions and conditions and may
materially affect financial results or the financial position reported in future periods.

Further details of the nature of these assumptions and conditions may be found in the relevant notes to the financial statements.

(i) Significant Accounting Judgements

The Group assesses impairment of all assets at each reporting date by evaluating conditions specific to the Group and to the
particular asset that may lead to impairment. These include product and manufacturing performance, technology, economic and
political environments and future product expectations. If an impairment trigger exists the recoverable amount of the asset is
determined. Given the current uncertain economic environment management considered that the indicators of impairment were
significant enough and as such these assets have been tested for impairment in this financial period.

The Group classifies assets and liabilities as held for sale when the carrying amount will be recovered through a sale transaction.
The assets and liabilities must be available for immediate sale and the Group must be committed to selling the asset either
through the entering into a contractual sale agreement or the activation and commitment to a program to locate a buyer and
dispose of the assets and liabilities.

The Group’s accounting policy for taxation requires management’s judgement as to the types of arrangements considered

to be a tax on income in contrast to an operating cost. Judgement is also required in assessing whether deferred tax assets
and certain deferred tax liabilities are recognised on the statement of financial position. Deferred tax assets, including those
arising from unrecouped tax losses, capital losses and temporary differences, are recognised only where it is considered more
likely than not that they will be recovered, which is dependent on the generation of sufficient future taxable profits. Deferred
tax liabilities arising from temporary differences in investments, caused principally by retained earnings held in foreign tax
jurisdictions, are recognised unless repatriation of retained earnings can be controlled and are not expected to occur in the
foreseeable future.

Assumptions about the generation of future taxable profits and repatriation of retained earnings depend on management’s
estimates of future cash flows. These depend on estimates of future production and sales volumes, operating costs, restoration
costs, capital expenditure, dividends and other capital management transactions. Judgements are also required about the
application of income tax legislation. These judgements and assumptions are subject to risk and uncertainty, hence there is

a possibility that changes in circumstances will alter expectations, which may impact the amount of deferred tax assets and
deferred tax liabilities recognised on the statement of financial position and the amount of other tax losses and temporary
differences not yet recognised. In such circumstances, some or all of the carrying amounts of recognised deferred tax assets
and liabilities may require adjustment, resulting in a corresponding credit or charge to the statement of comprehensive income.
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(i) Significant Accounting Estimates and Assumptions

The Group determines whether goodwill and intangibles with indefinite useful lives are impaired at least on an annual basis.

This requires an estimation of the recoverable amount of the cash-generating units, using a value in use discounted cash flow
methodology, to which the goodwill and intangibles with indefinite useful lives are allocated. An impairment loss of $92.632
million (2010: nil) was recognised in the current year in respect of goodwill. The assumptions used in this estimation of
recoverable amount and the carrying amount of goodwill and intangibles with indefinite useful lives including a sensitivity analysis
are discussed in note 19.

The Group measures the cost of equity-settled transactions with employees by reference to the fair value of the equity
instruments at the date at which they are granted. The fair value is determined with the assistance of an external valuer using a
binomial model. The related assumptions are detailed in note 32. The accounting estimates and assumptions relating to equity-
settled share-based payments would have no impact on the carrying amounts of assets and liabilities within the next annual
reporting period but may impact expenses and equity.

The estimation of the useful lives of assets has been based on historical experience as well as manufacturers’ warranties (for
plant and equipment), lease terms (for leased equipment) and turnover policies (for motor vehicles). In addition, the condition of
the assets is assessed at least once per year and considered against the remaining useful life. Adjustments to useful lives are
made when considered necessary.

Depreciation charges are included in note 18.

Identification of Reportable Segments

The Group has identified its operating segments based on the internal reports that are reviewed and used by the Executive
management team (the chief operating decision makers) in assessing performance and in determining the allocation of
resources.

The operating segments are identified by management based on the nature of the services provided to customers. Discrete
financial information about each of these operating businesses is reported to the Executive management team on at least a
monthly basis.

Types of Products and Services

The reportable segments are based on aggregated operating segments determined by the similarity of the products produced
and sold and/or services provided, as these are the sources of the Group’s major risks and have the most effective on the rates
of return.

Neptune Marine Services comprises the two distinct divisions of Offshore Services and Engineering Services. Globally, the
company has operational bases in Australia, South East Asia, Qatar, the United States and the United Kingdom. The services
provided to customers are on an offshore and engineering basis and can combine services from multiple regions.



The Offshore Services division provides the oil and gas, marine and associated industries with a range of specialised services,
including commercial diving; inspection, repair and maintenance support; difficult and confined area access via rope access,
tension netting and modular platforms; remotely operated vehicles (ROVs); subsea pipeline/cable stabilisation and protection;
hydro graphic surveying, positioning and geophysical support; and project management.

The Engineering Services division provides the oil and gas, marine, renewable energy and associated industries with a range of
specialised services, including subsea and pipeline engineering; fabrication; assembly and testing; refurbishment; installation;
maintenance; the patented NEPSYS © dry underwater welding technology; and project management.

Accounting Policies and Inter-SegmentTransactions

The accounting policies used by the Group in reporting segments internally is the same as those contained in note 2 to the
accounts and in the prior period except as detailed below:

Inter-entity sales are recognised based on an internally set transfer price. The price aims to reflect what the business operation
could achieve if they sold their output and services to external parties at arm’s length.

Corporate charges compromise non-segmental expenses such as head office expenses and interest. Corporate charges are
allocated to each business segment on a proportionate basis linked to segment revenue so as to determine a segmental result.

It is the Group’s policy that if items of revenue and expense are not allocated to operating segments then any associated assets
and liabilities are also not allocated to segments. This is to avoid asymmetrical allocations within segments which management
believe would be inconsistent.

The following items and associated assets and liabilities are not allocated to operating segments as they are not considered
part of the core operations of any segment:

e Fair value gains/(losses) on interest rate swap

¢ Finance costs

e Corporate overhead & administration expenses

e Technical expenses

e Share-based payments

e Finance costs - deferred payments (inferred)

e Foreign exchange gain/(loss)

¢ Deferred tax assets

Major Customers

The Group has a number of customers to which it provides its services. One customer accounted for 12.47% and $17,310,000
of external revenue (2010: 10.5% and $18,924,000). These revenues were included in the offshore (99%) and engineering (1%)
division segments.

The following table presents revenue and profit information for reportable segments for the years ended 30 June 2011 and
30 June 2010.
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Year ended 30 June 2011 Revenue
Sales to external customers
Intersegment sales

Other income

Total Sales Revenue

Internal sales elimination

Total revenue per the income statement

Result

Segment result before impairments and asset
write-down and below items

Goodwill impairment

Property, plant and equipment impairment

Segment result after impairments and asset
write-down and before below items

Continuing Operations

Reconciliation of segment net profit before tax to net profit before tax from continuing operations

Finance costs

Corporate overhead & administration expense
Technical expenses

Share-based payments

Net profit before tax per the income statement

Segment assets
Segment operating assets
Goodwill

Segment assets

Reconciliation of segment assets to the statement of financial position

Current tax assets
Deferred tax assets
Assets of disposal group held for sale

Non-current assets held for sale

Total assets from continuing operations per the statement of financial position

Engineering Offshore Services Total
30 June 30 June 30 June 30 June 30 June 30 June
2011 2010 2011 2010 2011 2010
$000 $000 $000 $000 $000 $000
21,914 49,082 95,949 86,998 117,863 136,080
5,674 9,425 13,208 32,101 18,882 41,526
49 124 1,345 4,891 1,394 5,015
27,637 58,631 110,502 123,990 138,139 182,621
(18,882) (41,526)
119,257 141,095
(19) 14,491 10,183 13,662 10,164 28,153
(28,723) - (56,774) - (85,497) -
(1,500) - (16,245) - (17,745) -
(30,242) 14,491 (62,836) 13,662 (93,078) 28,153
(8,657) (8,501)
(29,095) (16,383)
(306) (223)
(234) (853)
126,370) 7,193
11,247 37,710 65,842 125,952 77,089 163,662
4,718 42,491 56,414 119,235 61,132 161,726
15,965 80,201 122,256 245,187 138,221 325,388
1,003 1,983
3,811 2,111
643 -
2,235 -
145,913 329,482




Entity Wide Information

Revenue from external customers by geographical locations is detailed below.

Segment Revenues Carrying Amount of

from External Customers Non- Current Assets
30 June 30 June 30 June 30 June
2011 2010 2011 2010
$000 $000 $000 $000
Australia - country of domicile 80,391 82,285 96,032 150,437
Asia and Middle East 9,756 13,277 19,807 74,136
United States of America - - 1,907 31,500
United Kingdom 29,110 45,533 28,167 73,409
119,257 141,095 145,913 329,482

Consolidated Group

2010
$000

136,080
1,059

137,139

www.neptunems.com
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300
161
1,027
2,468

2011
$000
a) Revenue
- Rendering of services revenue from operating activities 117,863
- Other revenue - interest received 297
Total Revenue 118,160
b)  Other Income
- Gain on derivative financial instrument 118
- Government subsidies received 106
- Rent/ other income 458
- Foreign exchange gain 415
Total Other Income 1,097

3,956
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f)

Finance costs:

- Interest to unrelated parties

- Interest on contingent consideration
Total

Depreciation and amortisation:

- Depreciation

- Amortisation of development costs
Total

Employee benefit expenses:
i) Included in Cost of Sales
- Salaries and wages

- Superannuation
- Other
Total

i) Included in Administrative Expenses
- Salaries and wages
- Superannuation
- Employee entitlements
- Share based payments
- Other
Total

Total employee benefit expenses

Administrative expenses

- Administrative costs

- Personnel expenses

- Depreciation expense

- Other

Total administration expenses

Other items included in the income statement
— Bad and doubtful debts
— Repairs and maintenance

Total

Other expenses

— Loss on sale of property, plant and equipment
— Property, plant and equipment impairment

— Goodwill impairment

Total

Consolidated Group

2011 2010
$000 $000
3,296 1,569
361 1,932
3,657 3,501
5,735 7,332
235 151
5,970 7,483
34,340 24,097
1,756 2,051
1,220 1,249
37,316 27,397
26,557 22,5655
1,444 1,099
481 514
234 853
2,569 2,275
31,285 27,296
68,601 54,693
16,543 11,659
31,285 27,296
920 198
4,192 3,047
52,940 42,200
2,569 62
1,316 1,426
3,885 1,488
6,933 -
17,745 -
85,497 -
110,175 -




(a)

(b)

Income Tax Expense

The major components of income tax expense are:

Current income tax

Current income tax charge

Adjustments in respect of current income tax or previous years
Deferred Tax

Relating to origination and reversal of temporary differences

Income tax expense reported in the statement of comprehensive income

Amounts Charged or Credited Directly to Equity

Current income tax relating to items charged (credited) directly to equity
Capital raising costs

Foreign exchange

Deferred income tax relating to items charged (credited) directly to equity
Capital raising costs

Foreign exchange

Income tax expense reported in equity

Numerical reconciliation between aggregate tax expense recognised in the statement of
comprehensive income and tax expense calculated per statutory income tax rate

A reconciliation between tax expense and the product of accounting profit before income tax
multiplied by the Group's applicable income tax rate is as follows:

Accounting (loss)/profit before tax from continuing operations
Loss before tax from discontinued operations

Total accounting (loss)/profit before tax

At Parent Entity's statutory income tax rate of 30% (2010: 30%)
Adjustments in respect of prior years

Foreign tax rate adjustment

Deferred tax not recognised

Withholding tax in non-Australian jurisdictions

Research and development deduction

Share based payments

Interest on contingent consideration

Goodwill impairment

Other

Aggregate income tax expense

Aggregated income tax expense is attributed to:

Continuing operations

Discontinued operations

Consolidated Group

2011 2010
$000 $000
2,802 1,096
(124) (2,428)
(2,578) 772
100 (560)
(740) (474)
(547) -

(562) 16 g

523 (568) %

(1,326) (1,026) 5

]

5

g

65
(126,370) 7,193
(16,858) (6,904)
(143,228) 289
(42,968) 87
645 (1,235)
6,227 486
12,601 179
35 533
- (241)
70 256
108 495
19,572 -
3,810 (1,120)
100 (560)
2,083 2,885
(1,983) (3,445)
100 (560)
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(d)

Recognised Deferred Tax Assets and Liabilities

Opening Balance

Charged to income statement
Charged to equity

Payments / receipts
Acquisition / Disposals

Not previously recognised
Other Adjustment

Closing balance

Amounts recognised in the statement of financial position:

Deferred tax asset

Deferred tax liability

Deferred tax relates to the following:

(i) Deferred tax liabilities
Property, Plant and Equipment
Goodwill

Prepayments

Foreign Exchange

Other

Gross deferred tax liabilities
Set off of deferred tax assets
Net deferred tax liabilities

(i) Deferred tax assets
Provisions

Foreign Exchange

Accruals

Transaction costs on equity issue
Unused tax losses

Borrowing Costs

Other

Gross deferred tax assets

Set off of deferred tax assets

Net deferred tax assets

2011 2011 2010 2010
$000 $000 $000 $000
Current Tax Deferred Current Tax Deferred
Tax Tax

1,626 (646) (6,781) 1,680
(2,678) 2,578 1,332 (772)
1,286 40 474 552
1,133 - 6,883 -

- - - (1,860)

(364) 259 75 (246)
1,003 2,231 1,983 (646)
3,811 2,111

(1,580) (2,757)

2,231 (646)

Statement of Financial

Position
2011 2010
$000 $000
2,446 2,128
- 1,834
105 131
467 -
141 2,051
3,159 6,144
1,579 3,387
1,580 2,757
427 418
- 468
597 1,687
2,008 992
2,168 1,910
157 16
33 7
5,390 5,498
1,579 3,387
3,811 2,111




2011 2010

(e) TaxLosses $000 $000
Gross unused tax losses for which no deferred tax asset has been recognised:
Australia 827 -
United Kingdom 6,151 638
us 6,422 -
Singapore 5,682 298
Qatar 478 -
Total unused tax losses for which no deferred tax asset has been recognised 19,560 936

() Unrecognised Temporary Differences

At 30 June 2011, there are no unrecognised temporary differences associated with the Group’s investment in subsidiaries, as
the Group has no liability for additional taxation should unremitted earnings be remitted (2010: $Nil).

(g) Tax Consolidation

Neptune Marine Services Ltd and its 100% owned Australian resident subsidiaries formed a tax consolidated group with effect
from 1 July 2009. Neptune Marine Services Ltd is the head entity of the tax consolidated group. Members of the Group have
entered into a tax sharing agreement that provides for the allocation of income tax liabilities between the entities should the head
entity default on its tax payment obligations. No amounts have been recognised in the financial statements in respect of this
agreement on the basis that the probability of default is remote.

Measurement method adopted under AASB Interpretation 1052 Tax Consolidation Accounting

The head entity and the controlled entities in the tax consolidated group continue to account for their own current and deferred
tax amounts. The Group has applied The Group allocation approach in determining the appropriate amount of current taxes
and deferred taxes to allocate to members of the tax consolidated group. The current and deferred tax amounts are measured
in a systematic manner that is consistent with the broad principles in AASB 112 Income Taxes. The nature of the tax funding
agreement is discussed further below.

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

Nature of tax funding agreement

Members of the tax consolidated group have entered into a tax funding arrangement. Under the funding agreement the funding
of tax within the Group is based on a standalone basis. The tax funding arrangement requires payments to/from the head entity
to be recognised via an inter-entity receivable (payable) which is at call.
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Tax consolidation contributions /(distributions)
Neptune Marine Services Ltd has recognised the following amounts as tax consolidation contribution adjustments:

2011 2010
$000 $000
Total increase / (decrease) to tax payable of Neptune Marine Services Ltd (2,432) (876)
Total increase / (decrease) to intercompany assets of Neptune Marine Services Ltd 2,432 876

(h) Taxation of Financial Arrangements (TOFA)

Legislation is in place which changes the tax treatment of financial arrangements including the tax treatment of hedging
transactions. No impact has been recognised and no adjustments have been made to the deferred tax and income tax balances
at 30 June 2011 as a result of this new legislation.

Consolidated Group

2011 2010
$000 $000
Amounts received or due and receivable by Ernst & Young (Australia) for:
— An audit or review of the financial report of the entity and any other entity 193,000 141,750
in the consolidated Group
— Other services in relation to the entity and any other entity in the consolidated Group
— Tax compliance 151,263 178,432
68 — Due diligence services 222,551 116,249
— Special audit required by regulators 156,878 -
723,692 436,431
Amounts received or due and receivable by related practices of Ernst & Young (Australia) for:
— Audit services provided by overseas Ernst & Young firm 192,690 120,306
— Tax services provided by overseas Ernst & Young firm 81,806 48,985
998,188 605,722
Amounts received or due and receivable by non-Ernst & Young audit firms for:
— Taxation services 49,543 28,469
— Other non-audit services 34,607 13,809
84,150 42,278
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No dividends have been provided for or paid during the year 1 July 2010 to 30 June 2011.

(a) Details of Operations Disposed and Held for Sale

The Board of Directors decided to dispose of the Australian Fabrication business and the US Diving business and publicly

announced this on 1st February 2011.

The Board agreed to pursue a sale of this business. The performance of the business has been poor and the Board decided

that it is not a business with strong growth potential or core to its other service offerings. From an economic perspective, the

business has struggled with excess local capacity in the industry and high USD/AUD exchange rate encouraging customers to

explore other options.

A Memorandum of Understanding for the sale of the fabrication business was signed on 26th September 2011 and the sale is to

be completed by the beginning of October 2011.

Prior to year end, the Company began the process of selling the assets of the US business. This was an outcome of a
Company review where it was decided to divest non-core or non-performing assets enabling the Company to focus on

businesses which offer greater growth prospects.

The US assets attracted interest from several parties and subsequent to year end on 7 July 2011; a Letter of Intent was signed

www.neptunems.com

to sell the US business. Subsequent to the letter of intent, the potential buyer withdrew from the purchase process. It is still the
intention of the Directors to pursue a sale.

(b) Financial Performance of Operations Disposed and Held for Sale

The results of the discontinued operations for the year until disposal are presented below:

Financial performance

Revenue

Cost of sales and services rendered
Gross profit

Occupancy expenses
Administrative expenses

Finance costs

Gain/(loss) on disposal

Impairment of fixed assets
Impairment of goodwiill

Loss before tax from discontinued
operations

Tax income

Loss for the year from discontinued
operations

[=)]
o

2011 2010

Neptune Neptune Neptune Neptune
Fabrication = Underwater Total Fabrication = Underwater Total

Services Services Services Services
$000 $000 $000 $000 $000 $000
14,810 6,190 21,000 35,961 7,368 43,329
(15,263) (4,832) (20,095) (35,801) (5,795) (41,596)
(453) 1,358 905 160 1,573 1,733
(596) (365) (961) (590) (871) (961)
(1,465) (4,184) (5,649) (1,619) (4,323) (5,942)
(655) (7) (662) (670) (1,064) (1,734)
3 (2) 1 - - -
(951) (2,406) (8,357) - - -
(7,135) - (7,135) - - -
(11,252) (5,606) (16,858) (2,719) (4,185) (6,904)
1,545 438 1,983 1,901 1,544 3,445
(9,707) (5,168) (14,875) (818) (2,641) (3,459)
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(c) Assets and Liabilities — Held for Sale Operations

The major classes of assets and liabilities of the Australian fabrication and the US diving businesses at 30th June 2011 are:

Assets

Property, plant and equipment
Trade and other receivables
Inventories

Assets classified as held for sale

Liabilities

Provisions

Interest bearing loans and borrowings

Liabilities directly associated with assets classified as held for sale
Net assets attributable to discontinued operations

Interest bearing loans comprise of hire purchase loans

(d) Cash Flow Information - Held for Sale Operations

The net cash flows of the Australian fabrication and the US diving businesses are as follows:

Operating activities

Net cash inflow

2011
Neptune Neptune
Fabrication Underwater

Services Services Total
$000 $000 $000
89 12 101
- 37 37
480 25 505
569 74 643
116 - 116
178 - 178
294 - 294
275 74 349
2011 2011
Neptune Neptune
Fabrication Underwater
Services Services
$000 $000
5,323 1,922
5,323 1,922




(a) Earnings used in calculating earnings per share
For basic earnings per share
Net (loss)/profit from continuing operations attributable to ordinary equity holders of the parent
Loss attributable to discontinued operations

Net (loss)/profit attributable to ordinary equity holder of the parent

For diluted earnings per share

Net (loss)/profit from continuing operations attributable to ordinary equity holders of the parent
(from basic EPS)

Loss attributable to discontinued operations

Net (loss)/profit attributable to ordinary equity holders of parent

Weighted average number of ordinary shares outstanding during the year used in calculating
®) basic EPS

Dilutive effect of options

Weighted average number of ordinary shares outstanding during the year used in calculating
dilutive EPS

For the year ended 30 June 2010 there were 10,469,850 options on issue that were not dilutive.

Cash at bank and in hand
Deposits (1)

(1) Deposits are held on short-term accounts rolling over quarterly.

Trade receivables

Allowance for impairment loss (a)

Other receivables

Deposits for Bank Guarantee

Consolidated Group

2011 2010
$000 $000
(128,453) 4,308
(14,875) (3,459)
(143,328) 849
(128,453) 4,308
(14,875) (3,459)
(143,328) 849
No. No.
Thousands Thousands

€

848,601 418,067 S

£

- 8,254 g

2

848,601 426,321 ]

g

s

2

1

Consolidated Group

2011 2010
$000 $000
9,611 9,992
1,354 11,789
10,965 21,781

Consolidated Group

2011 2010
$000 $000
28,736 40,136
(248) -
28,488 40,136
919 476

- 1,967
29,407 42,579
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a) Allowance for Impairment Loss

Trade Receivables are non-interest bearing and are generally on 30-60 day terms. A provision for impairment loss is recognised
when there is objective evidence that an individual trade receivable is impaired. An impairment loss of $2,569,000 (2010: nil) has
been recognised by the Group in the current year. These amounts have been included in the administrative expense item.

Movements in the provision for impairment loss were as follows: 2011 2010

$000 $000

At 1 July 2011 - -

Charge for the year 2,569 -

Amounts written off (2,321) -

At 30 June 2011 248 -
b) Ageing of Receivables as at 30 June 2011

0-30 31-60 61-90 91+ 91+

Total days days days days days CI*

$000 $000 $000 $000 $000 $000

2011 28,736 14,017 7,976 3,839 2,656 248

2010 40,136 16,933 13,240 6,790 3,173 -

* Considered impaired (Cl)

(c) Related Party Receivables

For terms and conditions of related party receivables refer to notes 30 and 31.

(d) Fair Value

Due to the short-term nature of these receivables, their carrying value is assumed to approximate their fair value.

(e) Foreign Exchanged Interest Risk

Details regarding foreign exchange and interest rate risk exposure are disclosed in note 3.

Consolidated Group

2011 2010
$000 $000
Work in progress (at cost) 2,141 4,916
Finished goods (at cost) 586 798
Total inventories 2,727 5,714

Inventories recognised as an expense for the year ended 30 June 2011 totalled $1,526,368 (2010: $1,356,050) for the Group.
This expense has been included in the cost of sales line item as a cost of inventories.

LL0Z 140d3Y TVYNNNY AILINIT SIDIAYIS INIYIVIN INNLIIN



Deposits for Security deposit (a)

Deposits for Bank Guarantee (a)

(a) Deposits and Guarantees

Consolidated Group

2011 2010
$000 $000
71 29
2,545 2,517
2,616 2,546

All deposits and guarantees are held in AA & A+ credit rated (S&P) banks. Interest is earned based on variable interest rates.

(b) Related Party Receivables

There are no non-current related party receivables.

(c) Fair Values

Fair values of the non-current trade and other receivables approximates to their carrying value.

(d) Interest Rate Risk

Details regarding interest rate risk exposure are disclosed in note 3.

Current assets
Total assets
Current liabilities

Total liabilities

Issued capital
Retained earnings
Translation Reserve
Hedge Reserve

Option Reserves

Profit for the parent entity

Total comprehensive loss of the parent entity

£

]

g

[0}

C

>

a

Q

<

z

g
2011 2010

$000 $000 s
179,083 195,855
173,972 323,144
10,674 84,138
56,820 106,038
269,805 205,804
(138,147) 11,217
(20,816) (4,710)
170 (1,324)
6,140 6,120
117,152 217,107
297 3,080
(16,403) (1,630)
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Finance Lease Commitments

2011 2010
Payable — minimum lease payments $000 $000
— not later than 12 months 623 1,434
— between 12 months and 5 years 225 593
— greater than 5 years - -
Minimum lease payments 848 2,027
Less future finance charges - -
Present value of minimum lease payments 848 2,027

Financial Guarantees

The parent has issued the following guarantees in relation to the debt of its subsidiaries:

- Lease guarantee with Bank West for the leased property of Neptune Fabrication Services (2011: $250,000, 2010: $250,000)

- Lease guarantee with National Australia Bank for the leased property for Neptune Geomatics (2011: $118,250, 2010: $118,250)

— Guarantee in relation to the contract performance of its subsidiary Neptune Geomatics. Neptune Marine Services, Neptune

Geomatics and Eni Australia B.V. entered into a deed of parent company guarantee on 25/11/2010. The effect of the deed is

Neptune Marine Services Limited has guaranteed to ENI Australia B.V. the performance and observance by Neptune
Geomatics of all terms and conditions of the contract and indemnities.

Capital Expenditure Commitments

The parent has contractual obligations to purchase plant and equipment at 30 June 2011 in relation to a 12.5m Landing Craft

and Dive Chamber. Total expenditure for this is $850,000. (2010: Dive chamber $550,000).

Contingent Liabilities

The parent entity had no contingent liabilities at 30 June 2011.

Tax Consolidated Group

Neptune Marine Services Limited and its 100% owned Australian resident subsidiaries formed a tax consolidated group with

effect from 1 July 2009. Neptune Marine Services Limited is the head entity of the tax consolidated group. Members of the

Group have entered into a tax sharing agreement that provides for the allocation of income tax liabilities between the entities

should the head entity default on its tax payment obligations. Tax liability for this financial year has been disclosed in accordance

with this agreement.



Movements in carrying amounts for each class of property, plant and equipment between the beginning and the end of the

current financial year

Consolidated Group:
Balance at 1 July 2009
Additions

Disposals

Transfers

Additions through
acquisition of entities

Depreciation expense
Foreign exchange
Balance at 30 June 2010
Cost

Accumulated
amortisation

Net carrying amount

Balance at 1 July 2010
Additions
Disposals
Transfers

Transfers to assets held
for sale

Assets included
in discontinued
operations(note 11)

Depreciation expense
Impairments

Foreign exchange
Balance at 30 June 2011
Cost

Accumulated
amortisation

Net carrying amount

Office
Furniture, ROV’s
Equipment Leasehold Plant and Leased and Construction
& Software Improvements Equipment Vehicle Vessel in Progress Total
$000 $000 $000 $000 $000 $000 $000
1,574 805 10,119 932 55,829 18 69,277
1,522 1,688 5,744 74 4,912 72 14,012
(32) 1) (125) (64) - - (222)
(4) - 9,464 - (9,460) - -
44 - 542 3 8,844 - 9,433
(546) (277) (2,426) (168) (3,915) - (7,332)
(39) (11) (343) (26) (2,364) 1) (2,784)
2,519 2,204 22,975 751 53,846 89 82,384
4,518 2,664 32,185 1,389 66,817 89 107,662 g
(1,999) (460) (9,210) (638) (12,971) - (25,278) g
C
=}
2,519 2,204 22,975 751 53,846 89 82,384 *é
c
:
2,519 2,204 22,975 751 53,846 89 82,384 ES
677 198 2,329 97 1,333 755 5,389
75
(300) (62) (261) (39) (20,196) - (20,858)
- - (10,880) - 10,880 - -
- - - - (2,235) - (2,235)
- - (89) (12) - - (101)
(584) (307) (1,755) (70) (3,292) - (6,008)
(375) (797) (3,138) (547) (16,245) - (21,102)
(36) (133) (561) (25) (11,635) - (12,390)
1,901 1,103 8,620 155 12,456 844 25,079
3,490 1,786 14,162 394 20,284 844 40,960
(1,589) (683) (5,542) (239) (7,828) - (15,881)
1,901 1,103 8,620 155 12,456 844 25,079
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Office
Furniture, ROV’s
Equipment Leasehold Plant and Leased and Construction
& Software Improvements Equipment Vehicle Vessel in Progress Total
$000 $000 $000 $000 $000 $000 $000

Impairment of assets
attributableto 122 797 1,891 547 - - 3,357
discontinued operations
U]
Impairm(-,:nt of ROV’s and _ ) _ ) 16,245 ) 16,245
Vessels (i)
Impairment of. propertx 253 ) 1.247 ) ) ) 1,500
plant and equipment (jii)
Total impairment 375 797 3,138 547 16,245 - 21,102

() Impairment of assets attributable to discontinued operations
Refer to note 11 for further details

(i) Impairment of ROV’s and Vessels

The residual value of the Neptune Trident and ROV Supporter were reviewed at 31 December 2010 and as a result an
impairment loss of $14,970,000 was recognised. The ROV Supporter was sold on 15th July 2011 and a further impairment of
$1,275,000 was booked to reduce the book value of the assets to the sales price.

(i) Impairment of property, plant and equipment
Impairment testing was performed at 31 December 2010 and an impairment loss of $1,500,000 was recognised. The
recoverable amount was based on value in use calculation.

(iv) Property, plant and equipment pledged as securities for liabilities

At 30 June 2011, Neptune had no property, plant and equipment pledged as securities for liabilities. At 30 June 2010 Neptune
had a Multi Option Facility (term loan) of $20,100,000 from the National Australia Bank. The facility was used to finance the
purchase of the Nor Sea vessel, re-named the Neptune Trident.

Neptune had entered into finance leases for two of its Dive Support Vessels. The loan facility for the remaining vessel is secured
through registered charges for that vessel.

Consolidated Group

2011 2010
$000 $000
Goodwill
Cost 164,717 173,599
Accumulated foreign exchange differences (10,953) (6,978)
Accumulated impairment losses (92,632) (4,895)
Cost less impairment losses 61,132 161,726
Development costs
Cost 2,586 2,586
Accumulated amortisation (476) (241)
Net carrying value 2,110 2,345

Net carrying value 63,242 164,071




Movements

Goodwill

Balance at 1 July

Arising on acquisitions during the year
Net increase in operational earn outs
Foreign exchange differences
Impairment

Balance at 30 June

Development costs
Balance at 1 July
Acquisitions
Amortisation

Balance at 30 June

Total Intangible Assets

Description of the Group’s Intangible Assets and Goodwill

Development costs are carried at cost less accumulated amortisation and accumulated impairment losses. This intangible asset

has been assessed as having a finite life and is amortised using the straight line method over a remaining 16 year period. If an

2011 2010
$000 $000
161,726 144,267
- 23,513
2,991 208
(10,953) (6,262)
(92,632) -
61,132 161,726
2,345 1,543
- 1,043
(235) (241)
2110 2,345

63,242 164,071 c

]

g

[0}

C

>

a

Q

<

S

S

S
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impairment indication arises, the recoverable amount is estimated and an impairment loss is recognised to the extent that the

recoverable amount is lower than the carrying amount.

After initial recognition, goodwill acquired in a business combination is measured at cost less any accumulated impairment

losses. Goodwill is not amortised but is subject to impairment testing on an annual basis or whenever there is an indication of

impairment.

Impairment Losses Recognised

An impairment loss of $92,632,000 on goodwill was recognised for the year to 30 June 2011. Of this amount $7,135,000 was

included in discontinued operations. The recoverable amount was based on value in use calculation.

ImpairmentTests for Goodwill and Intangibles with Indefinite Useful Lives

Goodwill acquired through business combinations have been allocated to and are tested at the level of their respective cash

generating units (“CGU”)for impairment testing for each of the entities as detailed below.

The recoverable amount of all cash generating units is determined based on a value in use calculation using cash flow

projections as at 30 June based on financial budgets approved by management covering a one year period. The long term

growth rate used to extrapolate the cash flows of Neptune beyond the one year period is 5% (June 2010 5%). This considers

the industry outlook and market conditions, along with the flow on benefit from internal restructuring and the disposal of non-

performing assets.

neEPhuns
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NOTE 19 INTANGIBLE ASSETS AND GOODWILL cont

The pre-tax, risk adjusted discount rates applied to these assets specific cash flows are:

2011 2010
Subsea Stabilisation 17.6% 18.94%
Survey 17.6% 18.94%
Asset Integrity 17.6% 16.08%
Engineering - UK 15.7% 15.81%
Diving - Australia 17.6% 17.51%
Remotely Operated Vehicles 171% 17.2%
Engineering - Australia 17.6% 16.08%
Fabrication-UK 15.7% 15.81%
Fabrication - Australia 22.5% 17.51%
Diving -US 17.09% 17.09%

(i) Carrying amount of goodwill allocated to each of the cash generating units

Consolidated Group

30 June 30 June

2011 2010

$000 $000

Carrying amount of goodwill 61,132 161,726
Subsea Stabilisation 14,346 25,040
Survey 18,059 33,080
Asset Integrity 13,146 9,511
78 Engineering - UK 4,718 9,022
Diving - Australia 5,975 5,975
Remotely Operated Vehicles 4,888 22,956
Engineering - Australia - 10,205
Fabrication-UK - 16,129
Fabrication - Australia - 7135
Diving -US - 22,673
61,132 161,726

(iii) Key assumptions used in value in use calculations for the cash generating units

The calculations of value in use for all CGU'’s are most sensitive to the following assumptions:

- Earnings

- Discount rates
- Inflation rates
- Growth rates

Earnings — The forecast budget process was developed based on revenue expectations in the year built around existing
customer contracts along with the potential to develop new markets and sustain growth. Gross margins were calculated on
historical values and revenue mix within the various divisional segments throughout the Group with particular emphasis given to
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achieving consolidated earnings growth.



Discount rates - Discount rates reflect management’s estimates of the time value of money and the risks specific to each unit
that are not already reflected in the cash flows. In determining appropriate discount rates for each unit, regard has been given to
the weighted average cost of capital of the entity as a whole adjusted for country and business risks specific to each unit.

Inflation rates — Inflation rates have been determined using the Consumer Price Index (“CPI”) (3%) for the countries from which
materials and services are sourced.

Growth rates — This considers the industry outlook and market conditions, along with the flow on benefit from internal
restructuring and the disposal of non-performing assets (2%).

With regard to the assessment of the value in use of the non-impaired CGU’s, management believe that no reasonably possible
change in any of the above key assumptions would cause the carrying value of the CGU to materially exceed its recoverable
amount.

Assuming all other assumptions remain constant but the pre-tax discount rate is increased by 1.25%, no CGU would be
impaired.

Assuming all other assumptions remain constant but the growth rate and CPI drops by 1% per annum, no CGU would be
impaired.

Consolidated Group

CURRENT 5000 S000
Prepayments 1,401 3,338
Deposits 192 208
Accrued income 2,592 2,672
Other assets - 1
4,185 6,229
NON-CURRENT
Prepayments - 84

www.neptunems.com
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Consolidated Group

2011 2010
$000 $000
CURRENT
Unsecured liabilities
Trade payables 7,299 14,091
Sundry payables and accrued expenses 10,437 12,922
Contingent consideration 3,788 14,949
21,524 41,962
NON-CURRENT
Contingent consideration - 2,876
- 2,876
Contingent Consideration $000
Balance at 1 July 2010 17,822
Operational increase in earn outs 2,991
Finance costs 361
Payments (17,292)
Foreign exchange differences (94)
Balances at 30 June 2011 3,788
(a) Fair Value
80 Due to the short-term nature of these payables, their carrying value is assumed to approximate their fair value. Current payables

are on 30-45 day payment terms.

(b) Financial Guarantees

Contingent consideration represents the value of contingent consideration resulting from meeting an earnings target expected to
be paid in line with the related acquisitions. These are revised at each reporting date based on revised expectations of meeting
the earnings target.

Contingent consideration is made up of an estimate of 88% to be settled in cash and 12% in shares to vendors of the acquired
subsidiaries based on meeting expected target that is discounted to account for the time value of money and interest expense.
The number of shares to be issued is determined on the fair value at date of settlement.
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CURRENT
Unsecured liabilities
Hire purchase liability
Other

Secured liabilities
Bank loans

Debtors facility

NON-CURRENT
Unsecured liabilities
Hire purchase liabilities
Other

Secured liabilities

Bank loans

(a) Fair values

Consolidated Group

2011 2010
$000 $000
219 1,691
928 -
1,147 1,691
- 31,248
2,656 6,309
2,656 37,557
3,803 39,248
93 922
364 178
457 1,100
- 18,659
- 18,659
457 19,759

=]
—_

The carrying amounts of the Group’s current and non-current borrowings approximate their fair value. The fair values have
been calculated by discounting the expected future cash. The fair values have been calculated by discounting the expected
future cash flows at prevailing market interest rates average 7.56% to 8.50% (2010: 5.99% - 7.12%) depending on the type of

borrowing.

(b) Interest rate, foreign exchange and liquidity risk

Details regarding interest rate, foreign exchange and liquidity risk is disclosed in note 3.

www.neptunems.com
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NOTE 23 PROVISIONS

Consolidated Group

2011 2010
CURRENT $000 $000
Provision for employee entitlements - Annual leave 949 1,506
Total provisions 949 1,506
NON- CURRENT
Provision for employee entitlements - Long service leave 154 -
Total provisions 154 -

(@) Movements in provisions: There are no other non-employee related provisions.

(b) Nature and timing of provisions: Refer to note 2(r) for the relevant acccounting policy and a discussion of the significant
estimations and assumptions applied in the measurement of this provision.

NOTE 24 DERIVATIVE FINANCIAL INSTRUMENTS

Consolidated Group

Current liabilities :g;; :8(1)8
82 Interest rate swap - 135
- 135
Non-current liabilities
Interest rate swap - 45
- 45
- 180

Interest rate swap was not initially designated as an accounting hedge at inception. Gains and losses arising from changes in fair
value are recorded in the income statement.

NOTE 25 CONTRIBUTED EQUITY

Consolidated Group

2011 2010
$000 $000
1,754,159,574 (2010: 435,456,614) fully paid ordinary shares 271,155 205,804

LL0Z 140d3Y4 TVANNY Q3ILIWIT SIDIAYIS INIYVIN INNLdIN



Consolidated Group

2011 2010
(a) Ordinary Shares No. $000 $000
At 1 July 2009 334,643,474 157,733
Movements during the prior year
- Vendor shares 18,125,847 7,879
- Exercise of options 293,333 49
- Non-Executive Director (NED) share plan 83,510 50
- Placement 82,310,450 41,155
Less transaction costs for capital raising activities (1,062)
Balance at 30 June 2010 435,456,614 205,804 205,804
Movements during the current year
- Placement 1,294,000,001 64,700
- Vendor shares 23,586,128 3,721"
- Exercise of options 183,498 80
Less transaction costs for capital raising activities after tax (3,150)
At 30 June 2011 271,155 205,804

Ordinary shares participate in dividends and the proceeds on winding up of the parent entity in proportion to the number of
shares held. At the shareholders meetings each ordinary share is entitled to one vote when a poll is called, otherwise each
shareholder has one vote on a show of hands.

"Vendor shares relate to consideration and earn out payments for the acquisitions of Neptune Geomatics, Neptune Subsea
Engineering, NeptuneAsset Integrity, and Neptune Subsea Stabilisation.

(b) Options
(i) For information relating to the Neptune Marine Services Limited employee option plan, including details of options issued,
exercised and lapsed during the financial year and the options outstanding at year-end. Refer to Note 32.

(iy For information relating to share options issued to key management personnel during the financial year. Refer to Note 31.

(c) Capital Management

The treasury, accounting and financial analysis functions within the corporate finance group have responsibility for managing
the Group’s financial activities including; capital and liquidity management, budgeting and forecasting, financial risk
management, compliance and reporting in order to ensure that the Group delivers value to shareholders, fund operations and
continue as a going concern.

This area of responsibility is governed by a number of Board and Executive approved policies and procedures. Core capital
management objectives include the maintenance of a number of financial metrics within Board approved guidelines including
liquidity, leverage and profitability ratios.

The tools and strategies employed to effectively manage the Group’s capital structure include those associated with the
management of liquidity, capital structure and asset utilisation and financial risk.

There are no externally imposed capital requirements.

There have been no changes in the strategy adopted by management to control the capital of the Group since the ratios for the
year ended 30 June 2011 and 30 June 2010 are as follows:

www.neptunems.com
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Total borrowings

Less cash and cash equivalents
Net debt

Total equity

Total capital

Gearing ratio

Reserves
Foreign currency translation reserve
Option reserve

Hedge reserve

Movements:
Foreign currency translation reserve

Balance at 1 July

Currency translation difference arising during the year

Balance at 30 June

Option reserve
Balance at 1 July
Cost of options issued to employees

Balance at 30 June

Hedge reserve

Balance at 1 July

Net profit/(loss) after tax on a hedge of net investment

Balance at 30 June

Foreign currency translation reserve

Consolidated Group

2011 2010
$000 $000
4,260 59,007

(10,965) (21,781)

(6,705) 37,226
117,152 221,194
110,447 258,420

-6% 14%

Consolidated Group

2011 2010
$000 $000
(35,267) (7,473)
6,354 6,120
170 (1,325)
(28,743) (2,678)
(7,473) 1,714
(27,794) (9,187)
(35,267) (7,473)
6,120 5,267
234 853
6,354 6,120
(1,325) -
1,495 (1,325)
170 (1,325)

The foreign currency translation reserve is used to record exchange differences arising from the translation of the financial statements of

foreign subsidiaries.

Option reserve

The option reserve is used to record the value of share based payments provided to employees, including KMP, as part of their
remuneration. Refer to note 32 for further details of these plans.

Hedge reserve

The hedge reserve is used to record gains and losses on hedges of the net investments in foreign operations.



Consolidated Group

(a) Finance Lease Commitments $2(())(;(1) $23(1)8
Payable — minimum lease payments
— not later than 12 months 822 1,607
— between 12 months and 5 years 389 1,048
— greater than 5 years - -
Minimum lease payments 1,211 2,655
Less future finance charges - (42)
Present value of minimum lease payments 1,211 2,613
Finance leases for continuing operations 1,034
Finance leases for discontinuing operations 177
1,211

The finance leases relate to leased vehicles and the leasehold improvement of premises for Neptune Marine Services
Limited and several of the subsidiaries. All finance leases will be settled within the next 5 years. The carrying value of finance
leases and hire purchase contracts for various items of plant and machinery is $1,444,000 (2010: $2,613,000). There are no

restrictions placed upon the lessee by entering into these leases.
Consolidated Group

(b) Operating Lease Commitments :g;; :g;g
Non-cancellable operating leases contracted for but not capitalised in the financial statements
Payable — minimum lease payments
— not later than 12 months 2,546 2,666
— between 12 months and 5 years 8,650 7,619
— greater than 5 years - -

11,196 10,285
Operating leases for continuing operations 7,865
Operating leases for discontinuing operations 3,331
s

All operating leases of the Group relate to the leasing of premises. All leases are payable monthly. These leases have an
average life of between one and six years with no renewal option included in the contracts. There are no restrictions placed
upon the lessee by entering into these leases. The amount recognised in the income statement for operating lease rentals in
2011 was $4,267,000 (2010: $4,797,000).

(c) Capital Expenditure Commitments

The Group had contractual obligations to purchase plant and equipment for $1,115,000 at balance date (2010: $550,000)
principally relating to building a 12.5m Landing Craft and Dive Chamber and a diver launch recovery system. This commitment
is expected to be settled within 12 months of the balance sheet date. The 2010 commitment was settled during 2011.

Financial Guarantees
The Group has provided the following non-financial guarantees to its business associates which commit the group to make
payments on behalf of these entities upon failure to perform under the terms of the relevant contracts.

Consolidated Group

2011 2010
$000 $000
- Performance guarantees 1,005 3,000
- Guarantees related to leases 1,050 552
- Bid bond - 1,967
- Letter of credit 1,755 3,632
3,810 9,051

www.neptunems.com
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(a)

(b)

(c)

Reconciliation of net profit after tax to net cash flows from operations

Profit after income tax

Cash flows excluded from profit attributable to operating activities:

Finance costs on discounted deferred payments
Non-cash flows in profit
Depreciation/amortisation

Goodwill Impairment

Asset Impairment

Loss on disposal of plant and equipment

Share based payment expense

Foreign exchange gain

(Gain)/loss on interest rate swap

Borrowing costs

Corporate overheads

Consolidated Group

Changes in assets and liabilities, net of the effects of purchase and disposal of subsidiaries

Increase)/decrease in trade and term receivables

( )
(Increase)/decrease in prepayments
(Increase)/decrease in inventories

(Increase)/decrease in deferred tax assets and liabilities
Increase/(decrease) in trade payables and accruals
Increase/(decrease) in income taxes payable
Increase/(decrease) in financial liabilities

Increase/(decrease) in provisions

)
)
)
Increase/(decrease) in unearned revenues

Cash flow (used in) from operations

Non-cash financing and investing activities
Share-based payments (note 32)

(Gain)/loss on interest rate swap

Loan facilities
Loan facilities
Amount utilised

Unutilised facility

2011 2010
$000 $000
(143,328) 849
361 1,977
6,243 7,483
92,632
21,102
6,933 (65)
234 853
(408) (2,441)
(118) (300)
- 810
7,278 (2,726)
1,688 241
981 1,199
1,701 (1,331)
(5,014) 2,370
(2,519) (10,254)
(1,515) 876
- (2,071)
(13,749) (2,530)
2011 2010
$000 $000
234 903
(118) (300)
12,000 50,998
(2,656) (49,907)
9,344 1,091




(a) Subsidiaries

The consolidated financial statements include the financial statements of Neptune Marine Services Limited and the subsidiaries

listed in the following table.

Parent Entity:

Neptune Marine Services Limited

Subsidiaries of Neptune Marine Services Limited

Neptune Diving Services Pty Ltd

Neptune Marine Services International Pty Ltd

Neptune Fabrication Services Pty Ltd
Neptune Subsea Engineering Pty Ltd
Neptune Asset Integrity Services Pty Ltd
Neptune Subsea Stabilisation Pty Ltd
Neptune Geomatics Pty Ltd

Tri-Surv Deepwater Pty Ltd

Neptune Underwater Services (USA) LLC
Neptune Delaware Holdings Inc
Neptune Scotland Holdings Ltd
Neptune Offshore Services Ltd
Neptune Deeptech Symons Ltd
Neptune Subsea Engineering Ltd
Neptune ROV Services Holdings Ltd
Neptune ROV Services Ltd

Neptune Asia Holdings Pte Ltd
Neptune Marine Pacific Pte Ltd
Neptune Subsea Stabilisation Pte Ltd
PT Neptune Subsea Stabilisation
Neptune Access IRM Pte Ltd
Neptune Marine Offshore Pte Ltd
Neptune Subsea Services Sdn Bhd
Neptune ROV Services Pte Ltd
Neptune ROV Services Sdn Bhd

Neptune ROV Services (Middle East S.P.C.)
* Percentage of voting power is in proportion to ownership

(b) Ultimate parent

Neptune Marine Services Limited is the ultimate Australian parent entity and the ultimate parent of the Group.

(c) Key management personnel

Country of

Incorporation

Australia

Australia
Australia
Australia
Australia
Australia
Australia
Australia
Australia

United States of America
United States of America
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
Singapore
Singapore
Singapore
Indonesia
Singapore
Singapore
Malaysia
Singapore
Malaysia

Bahrain

Details relating to KMP, including remuneration paid, are included in note 31.

(d) Transactions with related parties
There were no related party transactions during the year.

2011

100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

Percentage owned (%)*

2010

100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
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Names and positions held of the Group and parent entity key management personnel in office at any time during the

financial year are:

Directors

Mr Ross Kennan

Mr Geoff Newman

Mr Robert Scott

Mr Boon Wee Kuah (appointed 16th March 2011)
Mr Christian Lange (resigned 24th November 2010)
Mr David Agostini  (resigned 30th November 2010)

Key Management Personnel

Mr Robin King (appointed 6th June 2011)

Mr David Husband

Mr David de Loub

Mr Kenneth Nimitz

Mr Geoffrey Edwards (resigned 30th July 2010)

Mr Mark Lindsay (resigned 4th April 2011)

Mr Anthony Kerr (resigned 4th April 2011)

Mr Benoit Barbier (resigned 20th January 2011)
Mr Lodewijk van Wachem (resigned 6th April 2011)

Refer to Remuneration Report contained in the Directors’ Report for details of remuneration paid or payable to each
member of the Group’s key management personnel.

Short term employee benefits
Post employment benefits
Other long-term benefits
Share based payments

Termination payments

Position

Non Executive Director

Non Executive Director

Non Executive Director

Non Executive Director

Chief Executive Officer and Managing Director

Non Executive Director

Chief Executive Officer

Group Vice President - Engineering

Chief Financial Officer

Regional Vice President - North and South America
Chief Financial Officer

Group Vice President - Offshore

Technical Director

Regional Vice President — Asia and Middle East

Regional Vice President — Europe, Mediterranean and Africa

Consolidated Group

2011 2010
$000 $000
3,754 2,917
375 217

4 -

93 432
1,785 -
6,011 3,566




(c)  Option holdings

Number of options held by key management personnel

2011 Balance Granted as Options Net Change Balance Total Total Total
1July 2010 Compensation Exercised Other 30 June Vested Exercisable Unexercisable
2011 30 June 30 June 30 June 2011
2011 2011
Directors
Mr David 200,000 - - (200,000) - - - -
Agostini
Mr Christian 7,000,000 - - (8,000,000) 4,000,000 4,000,000 4,000,000 -
Lange
Key Management Personnel
Mr Geoffrey 1,300,000 - - (1,300,000) - - - -
Edwards
Mr Lodewijk 400,000 - - (400,000) - - - -
van Wachem
Mr Kenneth 400,000 - - - 400,000 100,000 100,000 300,000
Nimitz
€
Mr Benoit - 400,000 - 400,000 - - 400,000 )
Barbier g
()
9,300,000 400,000 - (4,900,000) 4,800,000 4,100,000 4,100,000 700,000 S
*é
<
=
2010 Balance Granted as Options Net Change Balance Total Total Total 2
1July Compensation Exercised Other 30 June Vested Exercisable Unexercisable
2009 2010 30 June 30 June 30 June 2010 89
2010 2010
Directors
Mr David 200,000 - - - 200,000 200,000 200,000 -
Agostini
Mr Christian 7,000,000 - - - 7,000,000 5,000,000 5,000,000 2,000,000
Lange
Key Management Personnel
Mr Geoffrey 1,300,000 - - - 1,300,000 683,333 683,333 616,667
Edwards
Mr Lodewijk - 400,000 - - 400,000 - - 400,000
van Wachem
Mr Kenneth - 400,000 - - 400,000 - - 400,000
Nimitz
8,500,000 800,000 - - 9,300,000 5,883,333 5,883,333 3,416,667

Note that Ross Kennan, Geoff Newman, Robert Scott, Boon Wee Kuah, Robin King, David Husband, David de Loub, and Mark

Lindsay have not been granted any options.

The ‘net change other’ column above includes those options that have been forfeited by holders as well as options issued

during the year under review.

Further disclosure of options granted and exercised during the year can be found on page 24 and 25 of the Directors’ Report.
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(d) Shareholdings
Number of Shares held by Key Management Personnel

2011 Balance Received as Options Net Balance

1 July 2010 Compensation Exercised Change 30June 2011
Other*

Directors

Mr Ross Kennan 523,451 - 942,220 1,465,671

Mr Geoff Newman 58,488 - 210,558 269,046

Mr Robert Scott 143,594 - 516,939 660,553

Mr Christian Lange 559,267 - - - 559,267

Mr David Agostini 161,822 - - 161,822

Key Management Personnel

Mr Robin King - - 800,000 800,000
Mr David Husband 6,354,662 - - 8,000,000 14,354,662
Mr Geoffrey Edwards 134,321 - - - 134,321
Mr Mark Lindsay 5,461,737 - - 3,037,636 8,499,373
Mr Anthony Kerr 4,154,248 - - 2,462,949 6,617,197
Mr Benoit Barbier 300,000 300,000
17,551,590 - - 16,270,302 33,821,892
2010 Balance Received as Options Net Balance
1 July 2008 Compensation Exercised Change 30 June 2009
%0 Other*
Directors
Mr Ross Kennan 190,047 33,404 - 300,000 523,451
Mr David Agostini 135,120 16,702 - 10,000 161,822
Mr Geoff Newman 26,786 16,702 - 15,000 58,488
Mr Robert Scott 96,892 16,702 - 30,000 143,594
Mr Christian Lange 429,267 - - 130,000 559,267

Key Management Personnel

Mr Geoffrey Edwards 106,321 - - 28,000 134,321
Mr David Husband 4,424,858 - - 1,929,804 6,354,662
Mr Mark Lindsay 4,052,487 - - 1,409,250 5,461,737
Mr Russell Collins 4,519,288 - - (277,682) 4,241,606

13,981,066 83,510 - 3,574,372 17,638,948

Note that Lodewijk van Wachem and Kenneth Nimitz have not been granted any shares.

The ‘net change other’ column above includes those options that have been forfeited by holders as well as options issued
during the year under review.

Further disclosure of options granted and exercised during the year can be found on page 24 and 25 of the Directors’ Report.
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(@) Recognised share-based payment expenses
The expense recognised for employee services received during the year is as below:

2011 2010
$000 $000
Expense arising from equity -settled share based payment transactions 234 853

The following share-based payment arrangements existed at 30 June 2011:

Incentive Option Scheme
The Company operates an ownership-based incentive scheme known as the Neptune Marine Services Limited Incentive Option
Scheme (“Scheme”), which was approved by shareholders at a general meeting held on 25 November 2005.

The Scheme provides for employees, Executive Director and others involved in the management of the Company to be offered
options for no consideration. Each option is convertible to one ordinary share. The Board may determine the exercise price of
the options in its absolute discretion. Subject to the ASX Listing Rules, the exercise price may be nil but to the extent the Listing
Rules specify or require a minimum price, the exercise price in respect of an offer made must not be less than any minimum price
specified in the Listing Rules. Options issued under the Scheme that have not lapsed may be exercised at any time up to the
date which is 5 years after the date of the grant of the options, or such other expiry date as the Board determines in its discretion
at the time of grant. There are no voting or dividend rights attached to the options.

Options may not be offered under the Scheme if the total number of shares which would be issued where each option is
accepted, together with the number of shares in the same class or options to acquire such shares issued pursuant to all
employee or executive share schemes during the previous five years, exceeds 5% of the total number of issued shares in that
class as at the date of the offer.

Employees are entitled to the options if they remain employed with the Company over the service period which is determined at
the date of grant on an individual basis.

All options granted to key management personnel are ordinary shares in Neptune Marine Services Limited which confer a right of
one ordinary share for every option held.

The number and weighted average exercise price (WAEP) of options is as follows:

Consolidated Group

2011 2010
Number of Weighted Average Number of Weighted Average
Options Exercise Price $ Options Exercise Price $
Outstanding at the beginning of the year 18,323,832 0.52 17,786,250 0.52
Granted during the year 600,000 0.58 1,120,000 0.69
Forfeited during the year (4,381,500) 0.35 (409,085) 1.21
Exercised during the year (55,650) 0.05 (173,333) 0.15
Expired during the year (200,000) 0.57 - -
Outstanding at the end of the year 14,286,682 0.61 18,323,832 0.52
Exercisable at the end of the year 11,216,685 0.60 10,729,126 0.62

There were 55,650 options exercised under the incentive option scheme during the year ended 30 June 2011. The weighted
average share price at the date of exercise is $0.07.

The options outstanding at 30 June 2011 had a weighted average exercise price of $0.61 (2010: $0.52) and a weighted
average remaining contractual life of 3.0 years (2010: 3.7 years). Exercise prices range from $0.33 to $1.23 in respect of options
outstanding at 30 June 2011 (2010: $0.28 to $1.23).

The weighted average fair value per option granted during the year was $0.13 (2010: $0.29).

www.neptunems.com
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During the year options issued were calculated by using a Binomial option pricing model applying the following inputs:

Date options issued 1/08/2010
Weighted average exercise price $0.58
Weighted average life of the option (years) 5.00
Underlying share price $0.28
Expected share price volatility 71%

Risk free interest rate 4.50%

Historical volatility has been the basis for determining expected share price volatility as it assumed that this is indicative of
future tender, which may not eventuate.

The life of the options is based on the historical exercise patterns, which may not eventuate in the future.

Included under employee benefits expense in the income statement is $234,093 (2010: $853,092). This relates in full, to
equity-settled share-based payment transactions.

Non Executive Directors Share Plan

Restricted Shares are granted to Non Executive Directors (NED) under the 2007 NED Share plan approved by Shareholders
at the AGM held on 19 November 2007. Shares are held under trading lock until the earlier of the lapse of a 3 year period or
the date on which the NED ceases to be a director. Under the plan, NEDs, except for Board Chairman are required to take
$10,000 of their annual fees in the form of shares in the Company, while the Board Chairman is required to take $20,000 of his
annual fees in the form of shares in the Company.

All restricted shares granted to NEDs are ordinary shares in Neptune Marine Services Limited which confer a right of one
ordinary share for every share held.

Included under employee benefits expense in the income statement is nil (2010: $50,000). This relates in full, to equity-settled
share-based payment transactions.

Prior Period Acquisitions

On 20th November, 2009, Neptune Marine Services Limited acquired 100% of the voting shares in Aberdeen-based
Submersible Technology Services (Holdings) Limited (“STS”), now called Neptune ROV Services Holding Ltd,a leading
provider of remotely operated vehicles (“ROV”) and survey support services to the offshore oil and gas industry. The Group
calculated Goodwill on acquisition to be $23,508,000. Impairment testing was performed during the year and an impairment
loss of $15,796,000 was recognised. Refer to note 19 for further details.

STS generated revenue of $10,969,000 (2010: $4,883,000) and incurred a profit (before corporate overheads and tax) of
$2,227,000 in the year (2010: $1,271,428).

On 15th July 2011 a Memorandum of Agreement was signed for the sale of the vessel, the ROV Supporter including the
on board remotely operated vehicle (‘ROV”). The sale completed in early August and the full proceeds of USD $2.4m were
received at the time.

As part of the restructuring program the Group decided to sell the Australian fabrication business. A number of parties
conducted due diligence and subsequent to year end, one of these parties made a conditional offer to purchase the business.

Prior to year end, the Company began the process of selling the assets of the US business. A Letter of Intent was signed to
sell the US business. Subsequent to the letter of intent, the potential buyer withdrew from the purchase process. It is still the
intention of the Directors to pursue a sale.
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Independent auditor's report to the members of Neptune Marine Services
Limited

Report on the financial report

We have audited the accompanying financial repoart of Meptune Maring Services Limited, which comprises
the consolidated statement of financial position as al 30 Jurme 2011, the consolidated stalement of
comprehensive income, the consolidaled statement of changes in equity and the consolidated statement
of cash fiows for the year then ended, notes comprising a summary of significant accounting policies and
cther explanatary information, and the directors' declaration of the consolidated entity comprising the
company and the entities it controlled at the year's end or from time to time during the financlal year,

Directors' responsibility for the financial report

The directars of the company are responsible for the preparation of the financial report that gives atrue

and fair view in accordance with Awstralian Accounting Standards and the Corporations Acl 2001 and for
such internal controls a3 the directors delerming are necessary Lo enable the preparation of the financial
report that is free from material misstatemend, whether due to fravd or ecrar, In Mote 2a) the difeciors
alzo stale, inaccordance with Accounting Standard AASE 101 Presendalion of Financial Statements, that
the financial statements comply with Internafional Financial Reparting Standards.

www.neptunems.com

Auditor's responsibility

[X-]
w

Our responsibility Is bo express an opinden on the financlal report based on our audit, We conducted our
audit i accordance with Australian ﬁ.l.ll:lltlnl; Standards. Those standards reguine that we comply with
relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain
reasonable assurance about whether the financial report is free from material misstatemeant.

An audil invalves perfarming procedures bo eblain audit evidence aboul the amaunts and disclosures in
the financial repor. The procedures selected depend on the auditor®s judgment, including the astessment
af the risks of material misstatement of the finandial report, whether dué to frawd of efrar. I making
those risk assessments, the audilor considers internal conlrals relevant bo the entity®s preparation and
Fair presentation of the financial report in order o design sudit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an apinion an the effectiveness af thi entity's
internal confrods, An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by the directors, as well as evalualing the cverall
presentation of the financial report.

We belleve that the awdit evidence we have obtained is sufficlent and appropriate to provide a basis for
ooer aedit opdnion.

Independence

In conducling our audst we have complied with the independence requirements af the Corpovations Acf
2001, We have given Lo the directors of the company 8 written fuditor's Independence Declaration, a
capy of which is included in the directors’ report.

Liabeliily Brmisesd bry @ dchime dpiroved
under Professionsl Tlasdand Legiilation

P A RPTU A

NEPRDS



. AUDIT REPORT

‘“HHH”Illl”“”[III"”“”“”||I|I1l||||-l--'ﬂEENET&YDUNG

Oipinion
Im coar opénéon:

a. the financial report of Meptune Marine Services Limited is in accordance with the Corporations
Act 20001, Inclucsndg:

i giving a true and fair view of the consolidated entity's finandial position as at 30 June 2011
and of its periormance for the year ended on that date; and

i eomplying wilh Australian Accownting Standards and the Carporalions Regulalions 2001:
aned

b. the financial report atso complies with infernational Financial Reparting Standards as disclosed in
Mabe 2,

Report on the remuneration report

‘We have audited the Remuneration Report Included In pages LT to 25 of the directors® report for the year
ended 30 June 2011. The directors of the company are responsible for the preparation and presantation
of the Remunerathon Report in accordance with section 300A of the Corporations Act 2001, Our
responsibility is to express an opinion on the Remuneration Report, based on our audit condwcted in
accordance with Australian Auditing Standards.

Opinion

I owr opinign, the Remuneralion Reporl of Neplune Maring Services Limited Tor the year ended 30 June
2011, complies wilh section 300/ of the Corporations Acl 2001,

Emst + Yo

Ernist & Young

Uomdes

P Miclwer

Partmer

Perth

29 Seplember 2011
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ADDITIONAL INFORMATION FOR LISTED PUBLIC COMPANIES I

The following additional information is required by the Australian Securities Ltd in respect of listed public companies only.
Shareholding

(a) Distribution of shareholders category (size of holding)

Range Total Holders Shares % of Issued Capital
1-1,000 1,438 613,511 0.03
1,001 - 5,000 1,869 5,723,746 0.33
5,001 - 10,000 1,430 11,593,850 0.66
10,001 - 100,000 4,510 179,335,731 10.23
100,001 - 9,999,999,999 1,950 1,5655,959,403 88.75
Rounding 0.00
Total 11,197 1,753,226,241 100.00
Unmarketable Parcels Minimum Parcel Size Holders Units
Minimum $500.00 parcel at $0.0270 per unit 18,519 5,828 33,314,140
(b) The name of the substantial shareholder listed in the holding company’s register as at 5 October 2011 is: g
Shareholder Number Ordinary E
Blossomvale Investments Pte Ltd 268,455,000 §
Q
(c) Voting Rights GC;
The voting rights attached to each class of equity security are as follows: §
Ordinary Shares 95

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

Redeemable and converting share preferences
These shares have no voting rights.
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(d) 20 Largest shareholders — Ordinary Shares

As at October 5 2011
Number of % Held
Ordinary Fully of Issued
Paid Shares Ordinary
Name Held Capital
1. Blossomvale Investments PTE LTD 268,455,000 15.31
2. HSBC Custody Nominees (Australia) LTD 96,782,682 5.52
3. JP Morgan Nominees Australia LTD 94,445,420 5.39
4, Citicorp Nominees PTY LTD 84,928,194 4.84
5. Zero Nominees PTY LTD 48,525,000 2.77
6. Jingie Investments Pty LTD 40,000,000 2.28
7. Ultragas Pty Ltd 20,000,000 1.14
8. UBS Nominees Pty Ltd 19,620,200 112
9. Mr David Husband & Ms Nina Dons Landsnes 14,354,662 0.82
10. National Gas Australia LTD 12,000,000 0.68
11.  Mr William Martin & Mrs Beverly Martin 10,000,000 0.57
12.  Tuahanas PTY LTD 8,569,926 0.49
13.  Mr Mark Lindsay 8,071,373 0.46
14.  James Howard Nigel Smalley 7,000,000 0.40
15.  Mr Bart Van der Groen & Ms Christine Demasi 6,712,129 0.38
16.  Mr Anthony Kerr & Ms Johanna Korczynskyj 6,617,197 0.38
17.  TranAustralia Group PTY LTD 6,000,000 0.34
18.  Mr Kouros Abbaszadeh 5,228,637 0.30
19.  Mr Shane Hill & Mrs Sharyn Hill 5,200,000 0.30
20. Ice Cold Investments Pty Ltd 5,000,000 0.29
767,510,420 43.78
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