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Notes to the financial statements for Twelve Months Ending 30 June 2010
1. Summary of significant accounting policies

This financial report includes the consolidated financial statements and notes of Activ Foundation. Activ Foundation Inc (herein referred to as Activ is
incorporated in Western Australia under the Associations Incorporation Act 1987 (as amended) and is a Not For Profit (Reporting) entity domiciled in
Australia.

Basis of preparation

The financial report is a general purpose financial report that has been prepared in accordance with Australian Accounting Standards (including Australian
Accounting Interpretations) and other authoritative pronouncements of the Australian Accounting Standard Board.

Australian Accounting Standards set out accounting policies that the AASB has concluded would result in a financial report containing relevant and reliable

information about transactions, events and conditions. Material accounting policies adopted in the preparation of this financial report are presented below
and have been consistently applied unless otherwise stated.

The financial statements has been prepared on an accruals basis and are based on historical costs, modified, where applicable, by the measurement at
fair value of selected non-current assets, financial assets and financial liabilities.

(a) Revenue

Grant revenue is recognised in the statement of comprehensive income when the entity obtains control of the grant and it is probable that the economic
benefits gained from the grant will flow to the entity and the amount of the grant can be measured reliably.

If conditions are attached to the grant which must be satisfied before it is eligible to receive the contribution, the recognition of the grant as revenue will be
deferred until those conditions are satisfied.

When grant revenue is received whereby the entity incurs an obligation to deliver economic value directly back to the contributor, this is considered a
reciprocal transaction and the grant revenue is recognised in the statement of financial position as a liability until the service has been delivered to the
contributor, otherwise the grant is recognised as income on receipt.

Activ receives non-reciprocal contributions of assets from the government and other parties for zero or a nominal value. These assets are recognised at fair
value on the date of acquisition in the statement of financial position, with a corresponding amount of income recognised in the statement of comprehensive
income.

Donations and bequests are recognised as revenue when received.

Interest revenue is recognised using the effective interest rate method, which for floating rate financial assets is the rate inherent in the instrument. Dividend
revenue is recognised when the right to receive a dividend has been established.

Revenue from the rendering of a service is recognised upon the delivery of the service to the customers.
All revenue is stated net of the amount of goods and services tax (GST).

(b) Inventories

Manufacturing and resale

Inventories are measured at the lower of cost and current replacement cost. The cost of manufactured products includes direct materials, direct labour and
an appropriate portion of variable and fixed overheads. Overheads are applied on the basis of normal operating capacity. Costs are assigned on the basis
of weighted average costs.

Inventories acquired at no cost, or for nominal consideration are valued at the current replacement cost as at the date of acquisition.

Land held for resale

Land held for development and sale is valued at the lower of cost and net realisable value. Cost includes the cost of acquisition, development and holding
costs until completion of development. Holding charges incurred after development are expensed.
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(c) Property, plant and equipment

Each class of property, plant and equipment is carried at cost or fair values as indicated, less where applicable, accumulated depreciation and impairment
losses.

Property
Freehold land and buildings are shown at their fair value based on periodic valuations by external independent valuers, less subsequent depreciation for

buildings.

In periods when the freehold land and buildings are not subject to an independent valuation, the directors conduct director's valuations to ensure the
carrying amount for the land and buildings is not materially different to the fair value.

Increases in the carrying amount arising on revaluation of land and buildings are recognised in other comprehensive income and accumulated in the
revaluation surplus in equity. Revaluation decreases that offset previous increases of the same class of assets shall be recognised in other
comprehensive income under the heading of revaluation surplus. All other decreases are charged to the statement of comprehensive income.

As the revalued buildings are depreciated the difference between depreciation recognised in the statement of comprehensive income, which is based on
the revalued carrying amount of the asset, and the depreciation based on the asset's original cost is transferred from the revaluation surplus to retained
earnings.

Any accumulated depreciation at the date of the revaluation is eliminated against the gross carrying amount of the asset and the net amount is restated to
the revalued amount of the asset.

Capitalising/expensing of assets
Items of property, plant and equipment costing over $2,000 are recognised as assets and the cost of utilising assets is expensed (depreciated) over their

useful lives. Items of property, plant and equipment costing less than $2,000 are immediately expensed direct to the Comprehensive Income Statement
(other than where they form a part of a group of similar items which are significant in total).

Initial recognition and measurement

All items of property, plant and equipment are initially recognised at cost. For items of property, plant and equipment acquired at no cost or for nominal
consideration, the cost is their fair value at the date of acquisition.

Freehold land and buildings that have been contributed at no cost, or for nominal cost are valued and recognised at the fair value of the asset at the date
acquired.

Subsequent measurement

Activ uses the cost model for all other property, plant and equipment, which is carried at cost less accumulated depreciation and accumulated impairment
losses.

Plant and Equipment
Plant and equipment are measured on the cost basis less depreciation and impairment losses. The carrying amount of plant and equipment is reviewed
annually by managers 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 received from the assets employment and subsequent disposal. The expected net cash flows have been discounted
to their present values in determining recoverable amounts.

Depreciation
The depreciable amount of all fixed assets including building and capitalised lease assets, but excluding freehold land, is depreciated on a straight-line

basis or diminishing balance basis, over their useful lives, 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.

Major depreciation periods and methods are:

Buildings 40 years straight line
Light Vehicles 8 years straight line
Heavy Vehicles 10 years straight line
Plant & Equipment 7.5 years straight line
Furniture 7.5 years straight line
Fixtures & Fittings 7.5 years straight line
Computer Equipment & Software 4 years straight line

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 or losses are included in the statement of
comprehensive income. When revalued assets are sold, amounts included in the revaluation reserve relating to that asset are transferred to retained
earnings.
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Fair Value

Fair value is determined based on current bid prices for all quoted investments. Valuation techniques are applied to determine the fair value for all unlisted
securities, including recent arm's length transactions, reference to similar instruments and option pricing models.

Impairment

At the end of each reporting period, the entity assesses whether there is objective evidence that a financial instrument has been impaired. In the case of
the case of available for sale financial instruments , a prolonged decline in the value of the instrument is considered to determine whether an impairment
has arisen. Impairment losses are recognised in the statement of comprehensive income.

Derecognition

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 either discharged, cancelled or expired. The difference between the carrying value of the financial liability, which is 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 the
Stetement of Comprehensive Income.

(f) Impairment of Non Financial Assets

At the end of each reporting period the entity reviews the carrying values of its tangible and intangible non financial 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 assets 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 statement of comprehensive income.

Where the future economic benefits of the asset are not primarily dependent upon the asset's ability to generate net cash inflows and when the entity
would, if deprived of the asset, replace its remaining future economic benefits, value in use is determined as the depreciated replacement cost of an
asset.

Where it is not possible to estimate the recoverable amount of an assets class, the entity estimates the recoverable amount of the cash generating unit to
which the class of assets belong.

Where an impairment loss on a revalued asset is identified it is debited against the revaluation surplus in respect of the same class of asset to the extent
that the impairment loss does not exceed the amount in the revaluation surplus for that same class of asset.

(g) Employee Benefits

Provision is made for Activ's liability for employee benefits arising from services rendered by employees to Balance Sheet date. Employee benefits
expected to be settled within one year together with benefits arising from wages, salaries and annual leave which may be settled after one year, have
been measured at the amounts expected to be paid when the liability is settled. 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. In determining the liability, consideration is given to employee wage
increases and the probability that the employee may not satisfy vesting requirements. Those cash outflows are discounted using market yields on national
government bonds with terms to maturity that match the ten year bond rate.

Contributions are made by the entity to an employee superannuation fund and are charged as expenses when incurred.

(h) Cash and Cash Equivalents

These include cash on hand, deposits held at-call with banks, other short-term highly liquid investments with original maturities of six months or less and
bank overdrafts. Bank overdrafts are shown within short-term borrowings in current liabilities on the statement of financial position.

(i) Goods and Services Tax (GST)
Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST incurred is not recoverable from the

Australian Taxation Office. In these circumstances the GST is recognised as part of the cost of acquisition of the asset or as part of an item of expense.
Receivables and payables in the statement of financial position are shown inclusive of GST.

Cash flows are presented in the statement of cash flows on a gross basis, except for the GST component of investing and financing activities which are
disclosed as operating cash flows.

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

(j) Income Tax

No provision for income tax has been raised as Activ is exempt from income tax under Div 50 of the Income Tax Assessment Act 1997.

Activ is registered for the Goods and Services Tax [ABN 11 553 592 765], is endorsed as an Income Tax Exempt Charity and is endorsed as a Deductible
Gift Recipient [DGR900176005].

(k) Intangibles

Software

Software is recorded at cost with a finite life and is carried at cost less any accumulated amortisation and impairment losses. It has an estimated useful life
of between one and four years. It is assessed annually for impairment.
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() Provisions

These are recognised when the entity 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 recognised represent the best estimate of the amounts required to settle the
obligation at the end of the reporting period.

(m) Comparative Figures

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

(n) Trade and Other Payables

These represent the liability outstanding at the end of the reporting period for goods and services received by the company during the reporting period
which remain unpaid . The balance is recognised as a current liability with the amounts normally paid within 30 days of recognition of the liability.

(o) Critical Accounting Estimates and Judgements

The directors evaluate estimates and judgements incorporated into the financial statements based on historical knowledge and best available current
information. Estimates assume a reasonable expectation of future events and are based on current trends and economic data obtained both externally and
within the company.

Key Estimates

Impairment

At 30 June 2010 the directors reviewed the key assumptions made on valuations and associated assumptions as at 30 June 2009. The directors have
concluded that these assumptions remain materially unchanged and are satisfied that carrying values do not exceed the recoverable amount of land and
buildings at 30 June 2010.

No impairment has been recognised in respect of assets held at 30 June 2010.

Key Judgments

Available for sale investments

Trade and other receivables are non-interest bearing and are on 60 days terms for business services customers and 45 days terms for non-business
services customers. A provision for impairment is recognised when there is objective evidence that an individual trade or other receivables is impaired. A
carried over provision of $59,027 is recognised as an impairment on receivables as at the reporting date. Other balances within trade and other
receivables do not contain impaired assets. It is expected that these other balances will be received when due.

(p) Economic Dependence

Activ Foundation Incorporated is dependent on the Disability Services Commission and the Department of Families, Housing, Community Services and
Indigenous Affairs for the majority of its revenue used to operate the business. At the date of this report the Board of Directors has no reason to believe the
department will not continue to support Activ Foundation Incorporated.

(q) Adoption of New and Revised Accounting Standards

During the current year Activ adopted all of the new and revised Australian Accounting Standards and interpretations applicable to its operations which
became mandatory.

The adoption of these standards has impacted the recognition , measurement and disclosure of certain transactions. The following is an explanation of the
impact the adoption of these standards and interpretations has had on the financial statements of Activ Foundation Incorporated.

AASB 101: Presentation of Financial Statements

In September 2007 the Australian Accounting Standards Board revised AASB 101 and as a result there have been changes to the presentation and
disclosure of certain information within the financial statements. Below is an overview of the key changes and the impact on the company's financial
statements.

Disclosure Impact

Terminology changes - The revised version of AASB 101 contains a number of terminology changes , including the amendment of the primary financial
statements.

Reporting changes in equity - The revised AASB 101 requires all changes in equity arising from transactions with owners in their capacity as owners, to be
presented separately from non-owner changes in equity. Owner changes in equity are to be presented in the statement of changes in equity, with non-
owner changes in equity presented in the statement of comprehensive income. The previous version of AASB 101 required that owner changes in equity
and other comprehensive income be presented in the statement of changes in equity.

Statement of Comprehensive Income - The revised AASB101 requires all income and expenses to be presented in either one statement, the statement of
comprehensive income, or two statements, a separate income statement and a statement of comprehensive income. The previous version of AASB 101
required only the presentation of a single income statement.

The company's financial statements now contain a statement of comprehensive income.

Other Comprehensive Income - The revised version of AASB 101 introduces the concept of other comprehensive income which comprises of income and
expenses that are not recognised in profit or loss as required by other Australian Accounting Standards. Items of other comprehensive income are to be
disclosed in the statement of comprehensive income. The previous version of AASB 101 did not contain an equivalent concept.
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(r) New Accounting Standards for Application in Future Periods

The AASB has issued new and amended standards and interpretations that have mandatory application dates for future reporting periods. The entity has
decided against early adoption of these standards. The following standards have been issued and may be applicable to Activ, a description of their effects
on Activ are included below;

AASB 9: Financial Instruments and AASB 2009-11: Amendments to Australian Accounting Standards arising from AASB 9 [AASB 1, 3, 4, 5, 7, 101, 108,
112, 118, 121, 127, 128, 131, 132, 136, 139, 1023 & 1038 and Interpretations 10 & 12] (applicable for annual reporting periods commencing on or after 1
January 2013).

These standards are applicable retrospectively and amend the classification and measurement of financial assets. As the entity has minimal financial
assets held at fair value the effect on the financial report is unlikely to be significant.

The changes made to accounting requirements include:

- simplifying the classifications of financial assets into those carried at amortised cost and those carried at fair value;
- simplifying the requirements for embedded derivatives;

- removing the tainting rules associated with held to maturity assets;

- removing the requirements to separate and fair value embedded derivatives for financial assets carried at amortised cost;
- requiring financial assets to be reclassified where there is a change in an entity's business model as they are initially classified based on:

(a) the objective of the entity's business model for managing the financial assets and

(b) the characteristics of the contractual cash flows.

AASB 2009-4: Amendments to Australian Accounting Standards arising from the Annual Improvements Project [AASB 2 and AASB 138 and AASB
Interpretations 9 & 16] (applicable for annual reporting periods commencing from 1 July 2009) and AASB 2009-5: Further Amendments to Australian
Accounting Standards arising from the Annual Improvements Project [AASB 5, 8, 101, 117, 118, 136 & 139] (applicable for annual reporting periods
commencing from 1 January 2010).

These standards detail numerous non-urgent but necessary changes to accounting standards arising from the IASB's annual improvements project. The
entity is assessing the impact on the financial report however any impact is unlikely to be significant.

AASB 2009-8 Amendments to Australian Accounting Standards — Group Cash-settled Share-based Payment Transactions [AASB 2]. This Standard makes
amendments to Australian Accounting Standard AASB 2 Share-based Payment and supersedes Interpretation 8 Scope of AASB 2 and Interpretation 11
AASB 2 — Group and Treasury Share Transactions. As the entity does not undertake group cash-settled share-based transactions the new standard will
not have an impact on the financial report.

AASB 2009-9: Amendments to Australian Accounting Standards - Additional Exemptions for first time Adopters [AASB 1] (applicable for annual reporting
periods commencing on or after 1 January 2010).

AASB 2009-10 Amendments to Australian Accounting Standards — Classification of Rights Issues. As the entity does not have any rights, options or
warrants to acquire their own equity instruments, these amendments will not have any impact on the entity’s financial report.

AASB 2009-12: Amendments to Australian Accounting Standards [AASBs 5, 8, 108, 112, 119, 133, 137, 139, 1023 & 1031 and Interpretations 2, 4, 16,
1039 & 1052] (applicable for annual reporting periods commencing on or after 1 January 2011).

This standard makes a number of editorial amendments to a range of Australian Accounting Standards and Interpretations, including amendments to
reflect changes made to the text in IFRS's by the IASB. The Standard also amends AASB to require entities to exercise judgement in assessing whether a
government and entities known to be under the control of that government are considered a single customer for the purposes of certain operating segment
disclosures. Since the entity is not a government related entity; there is not expected to be any changes arising from this standard.

AASB 2009-13: Amendments to Australian Accounting Standards arising from Interpretation 19 [AASB 1] (applicable for annual reporting periods
commencing on or after 1 July 2010).

This standard makes amendments to AASB 1 arising from the issue of Interpretation 19. The amendments allow a first time adopter to apply the
transitional provisions in Interpretation 19. As the entity has not renegotiated any financial liabilities into equity instruments this interpretation is not
expected to have any impact on the entity’s financial report.

AASB 2009-14: Amendments to Australian Interpretation - Prepayments of a Minimum Funding Requirement [AASB Interpretation 14] (applicable for
annual reporting periods commencing on or after 1 January 2011).

This standard amends Interpretation 14 to address unintended consequences that can arise from the previous accounting requirements when an entity
prepays future contributions into a defined benefit pension plan. As the entity does not have a defined benefit pension plan this amendment to
Interpretation 14 is not expected to have any impact on the entity’s financial report.

AASB 2010-04 - Further Amendments to Australian Accounting Standards arising from the Annual Improvements Project [AASB 1, AASB 7, AASB 101,
AASB 134 and Interpretation 13]. The standard is not likely to have a significant impact on the financial report other than disclosure requirements.
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9. Property, plant and equipment (cont'd)

Note 30/06/10 30/06/09
$
Leased motor vehicles (buses)
Carrying amount at beginning 795,324 590,285
Additions 262,017 286,139
Depreciation expense (81,339) (81,100)
Disposals 9(d) (925,283) -
Transfers - -
50,719 795,324

Leased equipment
Carrying amount at beginning - -
Additions - -
Depreciation expense - -
Disposals - -
Transfers - -
Capital projects in progress
Carrying amount at beginning 2,361,358 1,049,629
Additions 9(e) 2,955,381 1,820,894
Depreciation expense - -
Disposals 9(f) (63,628) (121,886)
Transfers to capital (property, plant & equipment) 9(g) (1,907,287) (387,279)

9(h) 3,345,824 2,361,358
Total property, plant and equipment (net book value) 28,100,778 26,978,355
Property, plant and equipment at valuation: 30/06/10 30/06/09

$ $

Buildings (unrestricted) on leasehold land
Carrying amount at beginning - 18,825
Additions -
Depreciation expense - (18,825)
Depreciation adjustment - -
Disposals - -
Transfers - -
Revaluation - -
Total buildings (unrestricted) on leasehold land - -
Total property, plant and equipment (net book value) 28,100,778 26,978,355

a

Land in Fantail Loop in Eaton was purchased in 2008/2009.

b)  Land & Building in Cantwell Court in Bunbury was gifted to Activ in 2008/2009.

c) Disposal of land and buildings at historical cost for lot 2 Selby Street Floreat and lots 1 and 2 Jersey Street Wembley.
)

In 2009/2010 Activ sold the Public Transport Authority bus charter service to an external source. A fleet of buses associated with the charter service
which were under a finance agreement with Westpac bank were disposed upon execution of the sale agreement.

(
(
(
(

(e) In October 2009 Activ entered into a formal contractual commitment with Merit Constructions to construct the new Central Services Building located
at 325 Cambridge Street in Wembley. The accepted contract tender value is specified at $6,520,408 GST inclusive. As at June 30 2010
construction payments to the value of $1,564,683 GST inclusive have been made against the tendered value. It is anticipated that the construction
will be completed and all payments made to Merit Constructions by June 30 2011.

(f) In 2009/2010 the business intelligence project was deemed to be no longer a work in progress as any further progression was abandoned in the
2008/2009 year. The associated costs have been expensed in 2009/2010.

(g)  Construction of new group homes at Seagrave St Gwelup were completed in 2009/2010. New welding and storage sheds were completed at
Shenton Street Geraldton for the Business Services division.

(h) In 2009/2010 Capital Projects in Progress included property projects in Albany, Australind, Eaton, Esperance, Rockingham, Wembley and
Willagee.
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