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Directors’ Report

Cardno Limited and its Controlled Entities for the year ended 30 June 2009

The Directors present their report together with the financial statements of Cardno Limited (“the
Company”) and of the consolidated entity, being the Company and the entities it controlled at the end
of, or during, the year ended 30 June 2009.

Directors

The Directors of the Company in office during or since the year ended 30 June 2009 are set out
below:

John Massey (Chairman - Non-executive)

Graham Tamblyn (Deputy Chairman - Executive)

Andrew Buckley (Managing Director - Executive)

Anthony Barnes (Non-executive) (appointed 31 July 2008)
Peter Cosgrove (Non-executive)

Jeffrey Forbes (Executive and Company Secretary)

Trevor Johnson (Executive)

lan Johnston (Non-executive)

Details of the qualifications, experience and responsibilities of the Directors are on pages 4 to 7.
Company Secretary

Jeffrey Forbes BCom, MAICD, MAusIMM was appointed to the position of Company Secretary on
10 July 2006. Mr Forbes had been a Company Secretary of another unrelated listed company for

6 years prior to joining Cardno.

Mark Buggy BEng(Civil), MScLLB(Lon), PCLL(HK) resigned as Assistant Company Secretary effective
2 September 2008.
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Directors’ Report

Cardno Limited and its Controlled Entities for the year ended 30 June 2009

Director

John C Massey

BCom, CPA, FAICD(Life), FAIM
Non-executive Chairman

Age 63

Experience

John Massey has been Chairman of Cardno Limited since July 2004 and
a Non-Executive Director since March 2004. John became a full-time
company director in 1997, and brings to Cardno extensive and broadly-
based commercial experience, leadership and strategic development
skills developed as a Chairman, Director and Chief Executive spanning
many different industries.

John’s other directorships are Macmahon Holdings Limited and the
Stockyard / Kerwee Beef Group.

He has been actively involved in corporate governance and director
issues and was made a Life Fellow of the Australian Institute of
Company Directors in recognition of his eminence in the field of
directorship and for distinguished service, and is a member of the Board
of Governors of the Committee for the Economic Development of
Australia.

John’s previous Board appointments include Chairman of Symbiosis
Group, Ventracor and Northstate Capital; Director of Dairy Australia,
Brisbane Airport Corporation, SEQ Water and KR Castlemaine Foods.

Special Responsibilities

As well as being Chairman of the
company, John is also Chairman of the
Board’s Remuneration and Nominations
Committees and a member of the Audit,
Risk & Compliance Committee.

Graham G Tamblyn

DipCE, MIEAust, CPEng, RPEQ, FAICD
Deputy Chairman

Executive Director

Age 59

Graham commenced work with the engineering consultancy Cardno &
Davies in 1973. He is an experienced civil engineer in the urban
development field with involvement in such notable projects as the
Kawana Waters master planned community, Noosa Waters,
Twin Waters, and Pelican Waters. Graham’s commitment to the urban
development and engineering industry is evidenced by his considerable
involvement in industry associations such as the Urban Development
Institute of Australia of which he was Sunshine Coast Branch President
for 6 years up to 2002. Graham’s career has included periods as
Managing Director and Chairman of Cardno Holdings Pty Ltd.

Apart from ongoing technical project work Graham plays a role in
assisting with the implementation of the Cardno Group’s growth
strategy of merger and acquisition.

Page 4 of 67



Directors’ Report

Cardno Limited and its Controlled Entities for the year ended 30 June 2009

Director

Experience

Special Responsibilities

Andrew D Buckley

BE(Hons), FIEAust, FAICD, CPEng, RPEQ
Managing Director

Age 52

Andrew was appointed Managing Director of the Cardno group in 1997.
He has more than twenty-five years’ experience in executive
management, project management, design and implementation of
engineering and development assistance projects. Andrew has worked
in the management, design and construction of mining, engineering and
infrastructure projects in Australia, Africa, USA and Asia. For the last
15 years he has worked in executive management roles in the
engineering, construction and development assistance sectors with a
special focus on growth. Under Andrew’s leadership the Cardno group
has grown from an annual turnover of approximately $14 million in
FY1997 to $516 million in FY2009 and from less than 200 people to
over 3,000.

Andrew is a Non-executive Director of CBD Professional Services Pty
Ltd, which is associated with Carter Newell Lawyers.

Andrew is a member of the Nominations
Committee

Anthony H (Tony) Barnes
BCom

Non-executive Director
Age 59

Tony Barnes has been a non-executive director of Cardno since 31 July
2008. He was formerly the Chief Financial Officer of Zinifex Limited, an
international mining, exploration and development company. Mr Barnes
also held the position of Chief Executive Officer of Zinifex Limited during
a management change. Mr Barnes played a key role in the successful
IPO of Zinifex Limited in May 2004 and its subsequent restructure
culminating in the merger with Oxiana Limited in July 2008 to form Oz
Minerals Limited. He has extensive financial experience following a
career which included more than 32 years with BHP, both within
Australia and Internationally.

Tony is also a director of the Victorian Rugby Union.

Tony is Chairman of the Board’s Audit,
Risk & Compliance Committee and a
member of the Remuneration Committee.
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Directors’ Report

Cardno Limited and its Controlled Entities for the year ended 30 June 2009

Director

Experience

Special Responsibilities

Peter J Cosgrove AC, MC

ndc (Ind), jssc, psc (US), Dip Mil Stud, FAICD
Non-executive Director

Age 62

Retired General Peter Cosgrove joined Cardno as a Non Executive
Director on 26 March 2007, bringing with him a wealth of experience
and credentials. Peter is a director of Qantas Airways Limited and
Qantas Superannuation Limited, Australian Rugby Union Limited,
consultant to Deloitte Touche Tohmatsu and a Fellow of the Australian
Institute of Company Directors. He also holds a number of prestigious
memberships and board appointments. Peter was Chief of the Australian
Defence Force from July 2002 until July 2005. In 1999 he was
appointed as Commander of the International Forces in East Timor and
helped the country transition to independence. Peter was awarded the
Military Cross in Vietnam and he was appointed as a Companion of the
Military Division of the Order of Australia, Companion of the New
Zealand Order of Merit (CNZM) and Commander of the United States
Legion of Merit. In 2001 Peter was the Australian of the Year.

Peter is a member of the Nominations
Committee

Jeffrey | Forbes

BCom, MAICD, MAusIMM

Chief Financial Officer, Company Secretary,
Executive Director

Age 56

Jeff joined Cardno in July 2006 as Chief Financial Officer, Company
Secretary and Executive Director, Finance. Jeff has more than 30 years
experience as a finance manager, primarily in the resources sector prior
to joining Cardno.

Jeff has significant experience in the financing and development of
resource projects in both Australia and in the Asia Pacific region. He has
held senior positions domestically and internationally. Prior to joining
Cardno he was an Executive Director, Chief Financial Officer and
Company Secretary of Highlands Pacific Limited. Jeff has significant
experience in capital raisings and during his career Jeff has worked for a
number of major companies including Rio Tinto, BHP and CSR.

Jeff is a member of the Standing Due
Diligence Committee.

Trevor C Johnson

BE, MEngSc, PhD, FIEAust, CPEng, RPEQ, MAICD
Executive Director

Age 52

Trevor has 30 years experience as a civil engineer, with special
expertise in the fields of hydraulics, water quality and environmental
analysis. He continues to act as Project Director for many of Cardno’s
major urban development projects, and regularly appears as an expert
witness on engineering matters. In his executive role as Director
Corporate, he is also responsible for a number of acquisition,
co-ordination and communication activities within the Group.

Trevor has been an employee of Cardno for over 25 years, and has been
a Director of Cardno Holdings Pty Ltd and subsequently Cardno Limited
since 1996.

Trevor is Chairman of the Standing Due
Diligence Committee and is a member of
the Board’s Audit, Risk & Compliance
Committee.
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Directors’ Report

Cardno Limited and its Controlled Entities for the year ended 30 June 2009

Director

Experience

Special Responsibilities

lan J Johnston

DipCM, GradDip App Fin & Inv, ASIA, ACIS, FAICD
Non-executive Director

Age 60

lan Johnston became a Non Executive Director of Cardno Limited in
November 2004 bringing with him extensive experience in treasury,
corporate banking and equity capital markets.

Following a career of nearly 25 years in the banking industry, lan joined
ABN AMRO Morgans in 1988 as Head of Corporate Finance and is now
Executive Chairman Corporate Finance and a member of its advisory
board.

He is also Chairman of BioPharmaceuticals Australia (Network) Pty Ltd,
and a Director of AAM Foundation Limited and Data#3 Limited. He is
also a member of the National Trust of Queensland Brisbane City Hall
Conservation Appeal Committee and Rowland advisory board.

lan’s previous Board appointments include Symbiosis Group Limited and
The Rock Building Society Limited.

lan is a member of the Board's Audit, Risk
& Compliance Committee, the
Remuneration Committee, the
Nominations Committee and the Standing
Due Diligence Committee.
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Directors’ Report

Cardno Limited and its Controlled Entities for the year ended 30 June 2009

Principal Activities

The principal activity of the consolidated entity during the financial year was operating as a provider of
professional services in physical and social infrastructure. There were no changes to the principal
activities of the Cardno group during the financial year under review.

Review of Results and Operations

Cardno achieved a record net profit after tax of $34.15 million for the financial year ended June 2009,
a 24.4% increase over the 2008 financial year.

Revenue was $515.84 million which is 29.3% more than the previous year of $399.04 million.

Diluted earnings per share increased by 6.0% over the same period to 43.82 cents in the current
financial year.

The Board has declared a fully franked final dividend of 14.0 cents per share, increasing the full year
dividend to 28.0 cents which is an increase of 3.7% over the previous year.

The company’s balance sheet is strong with low gearing, low net debt and a strong operating cash
flow of $38.59 million.

Cardno’s strategy of diversifying its operations through acquisitions and growth across multiple
geographic regions and disciplines has helped the company reduce the impact of difficult economic
conditions.

Performance has been affected by slower business conditions in some sectors, project delays, the
stronger Australian dollar and one-off restructuring costs of around $3.0 million.

Cardno’s global public sector and international development assistance businesses continued to
perform strongly and have offset the slower performance with private sector clients.

The second half of the financial year was more challenging, however there are some positive signs for
improved market conditions in the 2009/10 financial year, although it remains difficult to forecast the
future outlook.

During the financial year Cardno made three acquisitions. The 450-person, Florida-based Cardno TBE
has enabled Cardno to significantly increase its presence in US public infrastructure. In Australia,
Cardno acquired two specialist businesses: Cardno Spectrum Survey, a West Australian-based survey
and mapping consultancy and Sydney-based Cardno Ecology Lab, an ecology and marine sciences
business.

Cardno intends to continue its successful growth strategy and will continue to consider strategic
opportunities within Australia and internationally. A Share Purchase Plan was undertaken in March this
year raising $16.7 million, which enables Cardno to be well positioned to continue this strategy.
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Directors’ Report

Cardno Limited and its Controlled Entities for the year ended 30 June 2009

Dividends

Dividends paid or declared by the Company to members since the end of the previous financial year
were:

Type Cents per share Total amount Franked/ Date of payment
$'000 unfranked

Declared and paid during the year
- Final 2008 ordinary 14.0 10,5356 Franked 10 October 2008
- Interim 2009 ordinary 14.0 10,898 Franked 27 March 2009
Declared after end of year
- Final 2009 ordinary 14.0 11,798 Franked 13 October 2009
Dealt with in the financial report as:
- Dividends paid or provided 21,434
- Noted as a subsequent event Note 30 11,798

33,232

All dividends paid or declared by the Company since the end of the previous financial year were fully
franked at 30%.

Events Subsequent to the Reporting Date

On 18 August 2009, the Directors of Cardno Limited declared a final dividend of 14.0 cents per share
for the 2009 financial year. The fully franked dividend will be paid on 13 October 2009 to
shareholders registered on 15 September 2009 and will total $11,798,115. The dividend has not been
provided for in the 30 June 2009 financial statements.

Likely Developments

The consolidated entity will continue to manage its global business in physical and social infrastructure
and pursue its policy of growing the company both organically and by acquisition during the next
financial year.

Significant Changes in the State of Affairs

Other than detailed elsewhere, there have been no significant changes in the state of affairs since
30 June 2008.

Indemnification and Insurance of Officers

The Company has agreements with each of the Directors and Officers of the Company in office at the
date of this report indemnifying them against liabilities to any person other than the Company or a
related body corporate that may arise from their acting as Directors or Officers of the Company. The
indemnity continues to have effect when the Directors and Officers cease to hold office, other than
where such liabilities arise out of conduct involving a wilful breach of duty by the Officers, the
improper use by the Directors or Officers of their position or of information to gain advantage for
themselves or someone else or to cause detriment to the Company.

The Directors have not included details of the nature of the liabilities covered or the amount of the
premium paid in respect of the Directors’ and Officers’ liability, as such disclosures are prohibited under
the terms of the contract.
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Directors’ Report

Cardno Limited and its Controlled Entities for the year ended 30 June 2009

Directors’ Meetings

Attendance at Board meetings and Board Committee meetings for the year ended 30 June 2009 is set
out below:

Board of Audit, Risk & Remuneration Nominations Standing

Directors Compliance Committee Committee Due Diligence
Committee Committee
No. of Meetings Held A B A B A B A B A B
A H Barnes 12 15 5 5 B 5 A . A .
A D Buckley 15 15 i . 4 i 3 3 N 4
P J Cosgrove 13 15 4 4 . 4 3 3 4 .
J | Forbes 15 15 i . 4 i . . 2 2
T C Johnson 15 15 5 5 * N . A 2 2
I'J Johnston 15 15 5 5 6 6 3 3 2 2
J C Massey 15 15 5 5 6 6 3 3 4 .
G G Tamblyn 14 15 4 4 . 4 i i . .

* not a member of this committee

A = number of meetings attended.
B = number of meetings held during the time the director held office during the year or was a committee member.

REMUNERATION REPORT - AUDITED
Principles of Compensation

Compensation levels for directors, secretaries of the Company and relevant key management personnel
of the consolidated entity are competitively set to attract and retain suitable qualified staff, reward the
achievement of strategic objectives and achieve the broader outcome of creating value for
shareholders. The remuneration structure takes into account:

= the capability and experience of the Directors and Senior Executives;

= the Directors’ and Senior Executives’ ability to control the performance of areas of the
Company’s business;

= the Company’s performance; and

= the amount of incentives within each Director’s and Senior Executive’s remuneration.

Total shareholder return is an essential element of the Company’s strategy, and the remuneration
framework serves this aim by seeking to attract and retain high calibre executives. Since Cardno
Limited was established in March 2004 the Company has exceeded the growth and profit targets set
by the Board and this successful performance has been reflected in the remuneration of Executives.

The Executive Director and Senior Executive Remuneration Policy is set out below:

Cardno Limited seeks to set fair and market competitive remuneration for its Senior Executives to
ensure high performance and long-term commitment while taking into consideration the best interest of
shareholders. Senior Executives’ remuneration consists of fixed salary, potential Performance Equity
Plan participation, discretionary cash bonuses and other benefits including superannuation and salary
sacrificing. In determining the salary of Senior Executives, an assessment of performance is completed
and a review of the market is conducted. The Company takes into account the responsibilities of the
individual’s position, the level of skill and experience as well as the Company’s business.

If the employment of a Senior Executive is terminated, the Senior Executive may be entitled to receive
from the employer pay in lieu of notice and compensation for employee entitlements such as annual
leave and long service leave up to the termination date and by reference to the Executive's
remuneration.
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Directors’ Report

Cardno Limited and its Controlled Entities for the year ended 30 June 2009

Remuneration Committee

The Remuneration Committee reviews and makes recommendations to the board on remuneration
issues and policies applicable to all staff for the consolidated entity. It is also responsible for reviewing
share option schemes, incentive performance packages, superannuation entitlements, retirement and
termination entitlements and fringe benefits policies.

The members of the Remuneration Committee during the year were John Massey (Chairman), lan
Johnston and Tony Barnes.

The Remuneration Committee is required to meet at least twice a year. The Remuneration Committee
met six times during the year.

Compensation levels are reviewed annually by the Remuneration Committee through a process that
considers individual, segment and overall performance of the consolidated entity. In addition, external
consultants provide analysis and advice to ensure the directors’ and senior executive’s compensations
are competitive in the market place were required.

Fixed Compensation

Fixed compensation consists of base compensation (which is calculated on a total cost basis) and
includes any FBT charges related to employee benefits (including motor vehicles), as well as employer
contributions to superannuation funds.

It should be noted that fixed remuneration is generally reviewed on an annual basis. However for the
2009 financial year the annual salary review was deferred.

Performance-linked Compensation

Performance-linked compensation includes both short-term and long-term incentives and is designed to
reward key management personnel for meeting or exceeding their financial, divisional and personal
objectives. The short-term incentive is an ‘at risk’” bonus provided in the form of cash. The long term
incentive for executive directors is provided as a transitional cash incentive plan for 2009 and options
for previous years, both measured over three years. The long term incentive for senior executives is
provided as options over ordinary shares of the company under the rules of the Performance Equity
Plan (PEP).

Short-Term Incentive Bonus

Each year the Remuneration Committee reviews the key performance indicators (KPIs) for the key
management personnel. The KPIs generally include measures relating to the consolidated entity, the
relevant segment, the individual and include financial, people, customers, strategy and risk measures.
The principal financial performance objectives are compared to budgeted amounts. The non-financial
objectives vary with position and responsibility.

At the end of the financial year the Remuneration Committee assesses the actual performance of the
consolidated entity, the relevant segment and individual against the KPI's set at the beginning of the
financial year. The Remuneration Committee approves the discretionary bonus to be paid to the
individuals on the delegated authority of the board. The method of assessment was chosen as it
provides the committee with an objective assessment of the individual performance. Half of the bonus
is paid in the year the bonus is granted while the balance is paid 12 months later, subject to continuing
employment.
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Directors’ Report

Cardno Limited and its Controlled Entities for the year ended 30 June 2009

Long-Term Incentive Bonus
Employee Share Acquisition Plans (“ESAP”)

Shares are issued under the ESAP (made in accordance with thresholds set out in plans approved by
shareholders at the 2007 AGM). It provides employees with the opportunity to acquire shares in the
Company for no consideration as a bonus component of their remuneration. Employees with
12 months service or greater who have worked an average of 100 hours or more per month are
entitled to $1,000 of shares each year and employees with 6 to 12 months service are entitled to
$500 of shares each year. Employees who work part time, who have greater than 12 months service
and who have worked more than 600 hours per year are also entitled to $500 of shares each year.
Shares issued under ESAP rank equally with other fully paid ordinary shares from the date of issue.

Shares are issued in the name of the participating employee and are subject to a restriction period. The
shares are restricted under the plan until the earlier of three years from the date of acquisition or the
date they cease to be an employee. Once the restriction period is lifted the shares can be traded as
fully paid ordinary shares. The ESAP has no conditions that could result in the recipient forfeiting
ownership of shares.

The number of shares still under a restriction period at 30 June 2009 are detailed in the table below:

Grant Date Number Issue Price Vested 30 June 2009 Balance
23 December 2005 102,186 $3.63 102,186 -
24 January 2007 104,160 $4.76 9,240 94,920
26 June 2007 1,890 $4.76 210 1,680
29 January 2008 198,880 $6.19 54,619 144,261
23 February 2009 485,287 $3.18 56,677 428,610

Fair value of shares issued during the reporting period is reported as the average market price over the
5 trading days prior to the date of the issue to employees.

Performance Equity Plan (PEP)

The PEP is designed to reward strong performance by individuals within the Cardno Group of
companies. Options are issued under the PEP (made in accordance with thresholds set in the plan
approved at the 2007 AGM) which provides certain employees (as determined by the Managing
Director and Remuneration Committee) with the opportunity to acquire shares in the Company, or
rights to acquire shares in the Company. The plan operates by granting an option to employees to
purchase a prescribed number of shares at a pre-determined time in the future. During the 2009
financial year, options with a value of $992,610 were issued for a period of three years from the grant
date.

Each option is convertible to one ordinary share. The exercise price of the options, determined in
accordance with the rules of the plan, is based on the weighted average price of the Company’s shares
traded during the five days preceding the date of offering the option. All options expire on the earlier
of their expiry date or termination of the employee’s employment. The options may be exercised at
any time during the seven day period ending thirty-six months after the date the options are issued.

There are no voting or dividend rights attached to the options. Voting rights and dividends will be
attached to the unissued ordinary shares when the options have been exercised.

The plan rules contain a restriction on removing the “at risk” aspect of the instruments granted to
executives. Plan participants may not enter into any transaction designed to remove the “at risk”
aspect of an instrument before it vests.
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Directors’ Report

Cardno Limited and its Controlled Entities for the year ended 30 June 2009

Long-Term Incentive Bonus continued

Performance Equity Plan (PEP) continued

No options were exercised during the 2008/09 financial year.

Options with a value of $241,975
lapsed during the year as a result of vesting conditions not being satisfied.

Grant Date Exercise Date Expiry Date Exercise Fair Number of Options Options Options Number of
Price Value at = Options at Granted Lapsed Vested Options as
$ Grant Beginning Not at 30 June
Date* of Year Exercised 2009
$
26 October 20 October 26 October
2006 2008 2008 5.17 0.58 150,000 - - 150,000 -
14 November 8 November 14 November
2006 2008 2008 5.30 0.56 861,500 - - 861,500 -
25 October 19 October 25 October
2007 2009 2009 7.57 0.68 230,000 - - - 230,000
25 October 19 October 25 October
2007 2010 2010 7.57 0.92 330,000 - - - 330,000
5 December 29 November = 5 December
2007 2009 2009 7.71 0.70 1,399,000 - 126,500 - 1,272,500
5 December 29 November = 5 December
2007 2010 2010 7.71 0.95 1,880,500 - 161,500 - 1,719,000
5 December 29 November = 5 December
2008 2011 2011 3.35 0.41 2,421,000 - - 2,421,000
Weighted average exercise price 7.19 3.35 5.82 - 4.57
Weighted average remaining contract life 575 days

Total expense recognised $552,687 (2008: $495,793)
* Excludes discount for the probability of vesting.

The options outstanding at 30 June 2009 have not vested, are not exercisable at 30 June 2009 and
have an exercise price in the range of $3.35 to $7.71.

The fair values of options granted during the year has been calculated using the Black-Scholes model,
taking into account price volatility, risk free interest rates and the dividend yield. Where relevant, the
fair value has been adjusted to account for the effects of non-tradability and other relevant restrictions.

The options are subject to a performance hurdle and will not vest unless there has been at least a 5%
improvement per year (compounded) in the earnings per share of the company over the vesting
periods.

The Board is considering a change to the PEP which has been recommended by an independent
consultant to the Remuneration Committee. The change consists of the introduction of performance
rights as well as options and will involve a change to the hurdles including a sliding scale EPS hurdle
with an increase top level of EPS growth required for full vesting of options and rights.

Executive Director 2009 Transition Long Term Incentive Plan (TLTI)

The Executive Directors did not participate in the 2008 PEP. The Board determined to introduce
an alternative cash based transitional long term incentive plan while the Company develops a new long
term incentive plan for Executive Directors and senior management.

The purpose of the TLTI is to provide a component of executive remuneration which is linked to both
the continued future service and company performance. The company performance will be measured
over a period of three years commencing with FY2009. Performance will be measured by reference to
two measures. The first measure will be total shareholder return (TSR)compared to the TSR of the
smallest 100 companies in the S&P/ASX300 excluding companies in the resources and financial
sectors and absolute growth in earnings per share (EPS). The Board has discretion to adjust earnings
so that they accurately reflect ongoing company performance. Each measure will have an equal
weighting. Performance will be measured at the end of FY2011.

Page 13 of 67
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Cardno Limited and its Controlled Entities for the year ended 30 June 2009

Long-Term Incentive Bonus continued
Executive Director 2009 Transition Long Term Incentive Plan (TLTI) continued

In the event of a takeover or change-in-control, the stretch TLTI award opportunities will become
immediately payable to participants. A takeover or change in control is deemed to have occurred when
more than 30% of ordinary issued shares are acquired by, or their voting is controlled by, a person or
group of related persons.

The award opportunities for the participants will be a percentage of the Executive Director’s base
package as at 1 July 2008 and be paid in cash:

Performance Level Managing Other Executive
Director Directors

Below threshold 0% 0%

Threshold 25% 12.5%

Between threshold & target Pro rata Pro rata

Target 50% 25%

Between target & stretch Pro rata Pro rata

Stretch & above 100% 50%

The respective measures for TSR and EPS are:

Performance Level Relative TSR EPS Growth

Threshold 50" Percentile 3% per annum compound
Target 62.5™ Percentile 5% per annum compound
Stretch 75" Percentile 15% per annum compound

Employment Agreements

Employment Agreements have been entered into with Executive Directors and Senior Executives. The
agreements contain remuneration, performance and confidentiality obligations on the part of both the
employer and the employee. The Executives covenant that during the term of employment and for at
least six months after termination they will not solicit any existing client or employee of the Company.

Non-Executive Directors

The Non-Executive Directors of Cardno Limited are entitled to a fee that is determined by the Board on
commencement of the role and reviewed on an annual basis thereafter. The fee includes compulsory
superannuation contributions. Non-Executive Directors do not participate in equity plans of the
Company and do not receive retirement benefits.
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Directors’ Report

Cardno Limited and its Controlled Entities for the year ended 30 June 2009

Director, Executive Officer and Key Management Remuneration

Details of the nature and amount of each major element of remuneration of each director of the Company and each of the five named Company executives
and relevant group executives who receive the highest remuneration are:

Short Term Long Term

Proportion of Value of

Director Other
Salary and STI Cash Non- Total Superannuation Termination Share- Total Remuneration Options as a

Fees Bonus $ Monetary $ Benefits L(I;r;a:;;rsm Benefits based $ Performance Proportion of

$ Benefits $ s $ Payments/ Related Remuneration
$ Options

Non-Executive

John Massey 2009 87,000 - - 87,000 83,000 - - - 170,000 - -
2008 119,000 - - 119,000 51,000 - - - 170,000 - -
Anthony Barnes 2009 - - - - 73,623 - - - 73,623
2008 - - - - - - - - - - -
Peter Cosgrove 2009 73,394 - - 73,394 6,606 - - - 80,000 - -
2008 73,395 - - 73,395 6,605 - - - 80,000 - -
lan Johnston 2009 73,394 - - 73,394 6,606 - - 80,000
2008 73,395 - - 73,395 6,605 - - - 80,000 - -
Executive
Andrew Buckley 2009 524,633 225,000* 4,000 753,633 101,234 114,916* - 23,575 993,358 36.6% 2.4%
2008 478,869 350,000 4,000 832,869 92,131 - - 33,397 958,397 40.0% 3.5%
Jeffrey Forbes 2009 228,083 60,000* 4,000 292,083 112,917 28,750* - 11,254 445,004 22.5% 2.5%
2008 246,321 100,000 4,000 350,321 79,679 - - 15,138 445,138 25.9% 3.4%
Trevor Johnson 2009 297,425 57,500 4,000 358,925 50,105 29,310* - 8,363 446,703 21.3% 1.9%
2008 271,728 38,400 4,000 314,128 35,272 - - 13,765 363,165 14.4% 3.8%
Graham Tamblyn 2009 240,688 27,737 4,000 272,425 55,987 25,056* - 4,267 357,735 16.0% 1.2%
2008 238,991 10,000 4,000 252,991 17,009 - - 7,341 277,341 6.3% 2.6%
Former
James Verco 2009 - - - - - - - 5,015 5,015 - -
2008 59,526 - 1,333 60,859 15,807 - - 5,113 81,779 6.3% 6.3%
Total Compensation — 2009 1,524,617 370,237 16,000 1,910,854 490,078 198,032* - 52,474** 2,651,438 23.4% 2.0%
Total Compensation — 2008 1,561,225 498,400 17,333 2,076,958 304,108 - - 74,754 2,455,820 23.3% 3.0%

* Includes STl and TLTI cash bonuses which have been accrued but not paid.
** The amount included in remuneration is the grant date fair value which has been amortised on a straight line basis over the expected vesting period.
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Cardno Limited and its Controlled Entities for the year ended 30 June 2009

Director, Executive Officer and Key Management Remuneration continued

Short-Term
Long-Term
Salary STI Cash Non- Superannuation Other Proportion of Value of
Executives $ Bonus $ Monetary Benefits Long Termination Share- Remuneration Options as a
Benefits $ Term Benefits based Performance Proportion of
$ Benefits $ Payments/ Related Remuneration
$ Options

Executives
Roger Collins-Woolcock 2009 314,107 60,000 4,000 378,107 30,893 - - 7,671 416,671 16.2% 1.8%
2008 255,878 28,725 4,000 288,603 24,122 - - 10,959 323,684 12.3% 3.4%
Steven Coote 2009 335,779 80,000 4,000 419,779 32,470 - - 9,937 462,186 19.5% 2.2%
2008 271,560 47,450 4,000 323,010 24,440 - - 15,874 363,324 17.4% 4.4%
Paul Gardiner 2009 339,577 80,000 4,000 423,577 28,592 - - 9,937 462,106 19.5% 2.2%
2008 275,606 47,450 4,000 327,056 20,394 - - 15,874 363,324 17.4% 4.4%
Michael Renshaw 2009 444,904 ** 45,000 3,600 493,504 - - - 7,671 501,175 10.5% 1.5%
2008 303,945 30,000 3,000 336,945 - - - 11,307 348,252 11.9% 3.2%
Charles Tapp 2009 324,807 45,000 - 369,807 28,795 - - 6,406 405,008 12.7% 1.6%
2008 328,991 12,500 - 341,491 27,134 - - 5,643 374,268 4.8% 1.5%
Total compensation — 2009 1,759,174 310,000 15,600 2,084,774 120,750 - - 41,622* 2,247,146 15.6% 1.9%
Total compensation — 2008 1,435,980 166,125 15,000 1,617,105 96,090 - 59,657 1,772,852 12.7% 3.4%

* The amount included in remuneration is the grant date fair value which has been amortised on a straight line basis over the expected vesting period.
** Salary includes expatriate benefits and is payable in USD.

Additional Information

STI Options TLTI
Year Granted Paid % Forfeited % Granted % Forfeited % Granted % Forfeited %
Andrew Buckley 2009 50% * 50% 0% 100% 100% 0%
Jeffrey Forbes 2009 50% * 50% 0% 100% 100% 0%
Trevor Johnson 2009 Note 1 Note 1 Note 1 Note 1 100% 0%
Graham Tamblyn 2009 Note 1 Note 1 Note 1 Note 1 100% 0%
Roger Collins-Woolcock 2009 Note 1 Note 1 Note 1 Note 1 Note 1 Note 1
Steven Coote 2009 Note 1 Note 1 Note 1 Note 1 Note 1 Note 1
Paul Gardiner 2009 Note 1 Note 1 Note 1 Note 1 Note 1 Note 1
Michael Renshaw 2009 Note 1 Note 1 Note 1 Note 1 Note 1 Note 1
Charles Tapp 2009 Note 1 Note 1 Note 1 Note 1 Note 1 Note 1

* In determining the level of bonus payable the Board took into account that despite the changed economic environment and difficult operating conditions the company produced a record profit.
Note 1: STI cash bonus & options paid under Cardno Performance Equity Plan. No STI incentive maximum or minimum amount is contracted between Cardno and the individuals noted in the
table.
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Directors’ Report

Cardno Limited and its Controlled Entities for the year ended 30 June 2009

Directors’ Interests

As at the date of this report, the interests of the directors in the shares of Cardno Limited were:

Cardno Limited

Ordinary shares

Shares held in
escrow

Options over
Ordinary Shares

A H Barnes
A D Buckley
P J Cosgrove
J | Forbes

T C Johnson
I J Johnston
J C Massey
G G Tamblyn

3,348
2,359,037

19,947
1,967,399
207,390
44,382
1,426,330

250,000

120,000
90,000

60,000

The movement during the reporting period in the number of ordinary shares in Cardno Limited held,
directly, indirectly or beneficially, by each key management person, including their related parties, is as

follows:

Non-Executive Directors
John Massey

Anthony Barnes

Peter Cosgrove

lan Johnston

Executive Directors
Graham Tamblyn
Andrew Buckley
Jeffrey Forbes
Trevor Johnson

Executives

Roger Collins-Woolcock
Steven Coote

Paul Gardiner

Michael Renshaw
Charles Tapp

Share Options

Held at 1 July Purchases
2008

30,687 13,695
- 3,348
200,000 7,390
1,407,000 19,330
2,322,952 36,085
3,377 16,570
1,963,704 3,695
791,090 -
556,546 -
796,132 3,695
149,284 3,615
161 -

Received as
Compensation

314
314
314
314
314

Options granted to Executive Directors and Officers of the Company

Sales

Held at 30 June
2009

44,382
3,348

207,390

1,426,330
2,359,037

19,947
1,967,399

653,652
556,860
800,141
153,213

475

The Company granted options for no consideration over unissued ordinary shares in Cardno Limited to
the following Executive Directors and key management personnel and to the following most highly
remunerated Officers of the Company as part of their remuneration:

Key Management
Personnel
Andrew Buckley
Jeffrey Forbes
Trevor Johnson
Graham Tamblyn
James Verco*

Roger Collins-Woolcock

Steven Coote
Paul Gardiner
Michael Renshaw
Charles Tapp

Title

Managing Director
Executive Director
Executive Director
Executive Director
Executive Director
General Manager — South East Australia & NZ

General Manager - Group Operations

General Manager — North & West Australia
General Manager — North America Region
General Manager — Emerging Markets Region

* resigned as director on 25 October 2007.

2009

60,000
70,000
70,000
60,000
50,000

Non-Executive Directors do not participate in any of the Company’s incentive plans.

All options were granted during the financial year.
financial year and up to the date of this report.

2008

250,000
120,000
90,000
60,000
40,000
75,000
100,000
100,000
75,000
60,000

No options have been granted since the end of the
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Directors’ Report

Cardno Limited and its Controlled Entities for the year ended 30 June 2009

The movement during the reporting period in the number of options over ordinary shares in Cardno
Limited held, directly, indirectly or beneficially, by each key management person, including their related
parties, is as follows:

2009 Held at Granted as Expired Held at Vested and

1 July 2008 compensation 30 June 2009 exercisable at

30 June 2009

Directors
A D Buckley 310,000 - 60,000 250,000 -
J | Forbes 150,000 - 30,000 120,000 -
T C Johnson 120,000 - 30,000 90,000 -
G G Tamblyn 75,000 - 15,000 60,000 -
Executives
R J K Collins-Woolcock 100,000 60,000 25,000 135,000 -
S V Coote 140,000 70,000 40,000 170,000 -
P W Gardiner 140,000 70,000 40,000 170,000 -
M J Renshaw 100,000 60,000 25,000 135,000 -
C W N Tapp 60,000 50,000 - 110,000 -

Unissued shares under option

At the date of this report unissued ordinary shares of the Company under option are:

Exercise Date Expiry date Exercise price Number of options
19 October 2009 25 October 2009 $7.57 230,000
19 October 2010 25 October 2010 $7.57 330,000
29 November 2009 5 December 2009 $7.71 1,272,500
29 November 2010 5 December 2010 $7.71 1,719,000
29 November 2011 5 December 2011 $3.35 2,421,000

These options do not entitle the holder to participate in any share issue of the Company.
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Directors’ Report

Cardno Limited and its Controlled Entities for the year ended 30 June 2009

Non-Audit Services

During the year WHK Horwath, the Company’s auditor, has performed no other services in addition to
their statutory audit duties as set out in Note 32. Subsidiary company auditors have performed other
non-audit services and these are outlined in Note 32.

The Board of Directors has considered the position and, in accordance with advice received from the
Audit, Risk & Compliance Committee, is satisfied that the provision of the non-audit services by the
subsidiary auditors is compatible with the general standard of independence for auditors imposed by
the Corporations Act 2007. The Directors are satisfied that the provision of non-audit services by the
subsidiary auditors, as set out above, did not compromise the auditor independence requirements of
the Corporations Act 20017 for the following reasons:

® all non-audit services have been reviewed by the Audit, Risk & Compliance Committee to
ensure they do not impact the impartiality and objectivity of the auditor

" none of the services undermine the general principles relating to auditor independence as set
out in APES 770 Code of Ethics for Professional Accountants.

Lead Auditor’'s Independence Declaration Under Section 307C of the Corporations Act 2001

The lead auditor’s independence declaration is set out on page 20 and forms part of the Directors’
report for the year ended 30 June 2009.

Rounding of Amounts

The Company is of a kind referred to in Class Order 98/100, issued by the Australian Securities and
Investments Commission, relating to the ‘rounding off’ of amounts in the Directors’ report and financial
statements. Amounts in the Directors’ report and financial report have been rounded off in accordance
with that Class Order to the nearest thousand dollars, or in certain cases, to the nearest dollar.

Signed in accordance with a resolution of directors.

On behalf of the Directors

ot

JOHN C MASSEY
Chairman

Brisbane
18 August 2009
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.:.WHK Horwath

Auditor’s Independence Declaration under Section 307C of the Corporations Act 2001
To the Directors of Cardno Limited

| declare that, to the best of my knowledge and belief, during the year ended 30 June 2009 there have

been:
(i) no contraventions of the auditor independence requirements of the Corporations Act
2001 in relation to the audit; and
(ii) no contraventions of any applicable code of professional conduct in relation to the

audit.

Signed at Brisbane 18 August 2009.

L K Z/@Wua«%

WHK HORWATH

R st

RUSSELL Q COLE
Principal

Liability limited by a scheme approved under Professional Standards Legislation other than for the acts
or omissions of financial services licensees.

Member Crowe Horwath International

WHK Horwath Brisbane
Level 16, WHK Horwath Centre 120 Edward Street
Brishbane Queensland 4000 Australia
rwa GPO Box 736 Brisbane Queensland 4001 Australia
Crowe Ho th. Telephone +61 7 3233 3555 Facsimile +61 7 3210 6183

Email info.bri@whkhorwath.com.au www.whkhorwath.com.au

WHK Pty Ltd trading as WHK Horwath Brishane is a member of Crowe Horwath International Association, a Swiss A WHK Group firm
verein.
Each member firm of Crowe Horwath is a separate and independent leaal entity
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Income Statements

Cardno Limited and its Controlled Entities for the year ended 30 June 2009

Note Consolidated Cardno Limited

2009 2008

$'000 $'000
Revenue 2 515,842 399,035 28,721 22,145
Consumables and materials used 3 (145,272) (109,265) - -
Sub-consultant and contractor costs 3 (61,848) (28,582) - (59)
Employee benefits expense (231,464) (190,718) (655) (276)
Depreciation and amortisation expenses 3 (11,003) (8,088) - -
Financing costs 3 (4,637) (3,775) (583) (3,082)
Other expenses (19,526) (19,921) 2,185 (1,010)
Profit/(loss) before income tax 42,092 38,686 29,668 17,718
Income tax (expense) / benefit 4 (7,939) (11,234) 214 2,108
Net profit/(loss) for the year 34,153 27,452 29,882 19,826
Basic earnings per share (cents per share) 31 43.82 42.00 - -
Diluted earnings per share (cents per share) 31 43.82 41.34 - -

The income statements should be read in conjunction with notes 1 to 39 which form part of the financial statements.
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Balance Sheets

Cardno Limited and its Controlled Entities as at 30 June 2009

Note Consolidated Cardno Limited

2009 2008 2009 2008
$°'000 $'000 $'000 $'000

CURRENT ASSETS

Cash and cash equivalents 6 65,808 52,624 - -
Trade and other receivables 7 92,072 83,219 195,273 183,686
Inventories 8 56,419 47,910 - -
Other current assets 9 4,794 3,634 122 93
TOTAL CURRENT ASSETS 219,093 187,387 196,095 183,779
NON-CURRENT ASSETS

Trade and other receivables 10 1,650 216 - -
Other financial assets " 553 37 97,370 73,610
Property, plant and equipment 12 27,014 22,026 - -
Deferred tax assets 13 11,992 8,737 - 66
Intangible assets 14 222,091 165,175 - -
Other non-current assets 15 213 266 210 266
TOTAL NON-CURRENT ASSETS 263,513 196,457 97,580 73,942
TOTAL ASSETS 482,606 383,844 293,675 257,721
CURRENT LIABILITIES

Trade and other payables 16 58,779 41,560 44,736 7,377
Interest-bearing loans and borrowings 17 8,976 12,824 - 2,756
Current tax liabilities 4,115 9,368 4,989 7,614
Short term provisions 18 13,206 11,610 - -
Other current liabilities 19 38,033 30,139 - -
TOTAL CURRENT LIABILITIES 123,109 105,501 49,725 17,747
NON-CURRENT LIABILITIES

Trade and other payables 20 = 198 - -
Interest-bearing loans and borrowings 21 76,076 45,174 - 40,682
Deferred tax liabilities 13 10,940 9,040 816 -
Long term provisions 22 5,629 5,440 - -
Other non-current liabilities 23 931 425 - -
TOTAL NON-CURRENT LIABILITIES 93,576 60,277 816 40,682
TOTAL LIABILITIES 216,685 165,778 50,541 58,429
NET ASSETS 265,921 218,066 243,134 199,292
EQUITY

Issued capital 24 227,457 192,063 227,457 192,063
Reserves (4,293) (4,035) - -
Retained earnings 42,757 30,038 15,677 7,229
TOTAL EQUITY 265,921 218,066 243,134 199,292

The balance sheets should be read in conjunction with notes 1 to 39 which form part of the financial statements.
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Statements of Changes in Equity

Cardno Limited and its Controlled Entities for the year ending 30 June 2009

Consolidated Note

Issued Capital Retained Forex
Ordinary Earnings Reserve
$'000 $'000 $'000
BALANCE AT 1 JULY 2007 92,245 18,935 70 111,250
Shares issued 96,961 - - 96,961
Notes converted to shares 2,857 - - 2,857
Profit for the period - 27,452 - 27,452
Dividends paid or provided 5 - (16,349) - (16,349)
Restatement of functional currency - - (4,105) (4,105)
BALANCE AT 30 JUNE 2008 192,063 30,038 (4,035) 218,066
Shares issued 32,741 - - 32,741
Notes converted to shares 2,653 - - 2,653
Profit for the period - 34,153 - 34,153
Dividends paid or provided 5 - (21,434) - (21,434)
Restatement of functional currency - - (258) (258)
BALANCE AT 30 JUNE 2009 227,457 42,757 (4,293) 265,921
Company Note
Issued Capital Retained Forex
Ordinary Earnings Reserve
$'000 $'000 $'000
BALANCE AT 1 JULY 2007 92,245 3,752 - 95,997
Shares issued 96,961 - - 96,961
Notes converted to shares 2,857 - - 2,857
Profit for the period - 19,826 - 19,826
Dividends paid or provided 5 - (16,349) - (16,349)
BALANCE AT 30 JUNE 2008 192,063 7.229 - 199,292
Shares issued 32,741 - - 32,741
Notes converted to shares 2,653 - - 2,653
Profit for the period - 29,882 - 29,882
Dividends paid or provided 5 - (21,434) - (21,434)
BALANCE AT 30 JUNE 2009 227,457 15,677 - 243,134

The statements of changes in equity should be read in conjunction with notes 1 to 39 which form part of the financial statements.
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Cash Flow Statements

Cardno Limited and its Controlled Entities for the year ended 30 June 2009

Note Consolidated Cardno Limited

2009 2008 2009 2008
$'000 $'000 $'000 $'000

CASH FLOWS FROM OPERATING ACTIVITIES

Cash receipts from customers 550,769 421,574 - -
Interest received 1,492 1,766 4,621 545

Finance costs (4,768) (3,775) (776) (3,082)
Cash paid to suppliers and employees (494,189) (375,083) 1,547 10,581

Income tax paid (14,715) (6,969) (10,833) (4,885)
NET CASH PROVIDED BY/(USED IN)

OPERATING ACTIVITIES 26(a) 38,589 37,513 (5,441) 3,159

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of subsidiaries, net of cash

acquired 26(d) (42,023) (66,558) - -
Payment of direct costs of acquisition (620) (896) - -
Additions to intangibles - (1,453) - -
Proceeds from sale of property, plant &

equipment 1,588 460 - -
Payments for property, plant & equipment (9,716) (5,205) - -
NET CASH PROVIDED BY/(USED IN) INVESTING

ACTIVITIES (50,771) (73,652) = -

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issue of shares 28,587 94,092 28,587 94,092
Payment of vendor liability - (4,006) - -
Payments to/(from) controlled entities - - 37,013 (81,976)
Proceeds from/(Repayment of) borrowings 14,350 (2,900) (40,785) -
Dividends paid (19,374) (15,275) (19,374) (15,275)
NET CASH PROVIDED BY/(USED IN) FINANCING

ACTIVITIES 23,563 71,911 5,441 (3,159)

NET INCREASE/(DECREASE) IN CASH AND CASH
EQUIVALENTS HELD 11,381 35,772 - -

CASH AND CASH EQUIVALENTS AT 1 JULY 52,624 18,924 - -

Effects of exchange rate changes on cash
and cash equivalents 1,803 (2,072) - -

CASH AND CASH EQUIVALENTS AT
30 JUNE 26(b) 65,808 52,624 o -

The cash flow statements should be read in conjunction with notes 1 to 39 which form part of the financial statements.
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Notes to the Financial Statements

Cardno Limited and its Controlled Entities for the year ended 30 June 2009

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

Cardno Limited (the “Company”) is a company incorporated and domiciled in Australia. The consolidated financial
report of the Company for the year ended 30 June 2009 encompasses the Company and its subsidiaries (together
referred to as the “consolidated entity”).

The financial report was authorised for issue by the Board of Directors on 18 August 2009.
(a) Statement of compliance

The financial report is a general purpose financial report which has been prepared in accordance with Australian
Accounting Standards (AASBs including Australian Interpretations) adopted by the Australian Accounting
Standards Board (AASB), Urgent Issues Group Interpretations (“UIG”) and the Corporations Act 2001. The
financial reports of the consolidated entity and the Company also comply with International Financial Reporting
Standards and interpretations adopted by the International Accounting Standards Board.

(b) Basis of Preparation

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

The consolidated financial statements are presented in Australian dollars, which is the Company’s functional
currency and the functional currency of the majority of the Group.

The following standards, amendments to standards and interpretations have been identified as those which may
impact the entity in the period of initial application. They are available for early adoption at 30 June 2008, but
have not been applied in preparing this financial report.

®  Revised AASB 3 Business Combinations changes the application of acquisition accounting for business
combinations and the accounting for non-controlling (minority) interests. Key changes include: the immediate
expensing of all transaction costs; measurement of contingent consideration at acquisition date with
subsequent changes through the income statement; measurement of non-controlling (minority) interests at full
fair value or the proportionate share of the fair value of the underlying net assets; guidance on issues such as
reacquired rights and vendor indemnities; and the inclusion of combinations by contract alone and those
involving mutuals. The revised standard becomes mandatory for the Group’s 30 June 2010 financial
statements. The Group has not yet determined the potential effect of the revised standard on the Group’s
financial report.

®  AASB 8 Operating Segments introduces the “management approach” to segment reporting. AASB 8, which
becomes mandatory for the Group’s 30 June 2010 financial statements, will require the disclosure of segment
information based on the internal reports regularly reviewed by the Group’s Chief Operating Decision Maker in
order to assess each segment’s performance and to allocate resources to them. Currently the Group presents
segment information in respect of its business segments as its primary reporting segments and its
geographical segments as its secondary reporting segments (see note 37). Under the management approach,
changes will be required to the group segments.

®  Revised AASB 101 Presentation of Financial Statements introduces as a financial statement (formerly
“primary” statement) the “statement of comprehensive income” and makes changes to the statement of
changes in equity. The revised standard does not change the recognition, measurement of disclosure of
transactions and events that are required by other AASBs. The revised AASB 101 will become mandatory for
the Group’s 30 June 2010 financial statements. The Group has not yet determined the potential effect of the
revised standard on the Group’s disclosures.

® Revised AASB 123 Borrowing Costs removes the option to expense all borrowing costs and requires that an
entity capitalise borrowing costs directly attributable to the acquisition, construction or production of a
qualifying asset as part of the cost of that asset. The revised AASB 123 will become mandatory for the
Group’s 30 June 2010 financial statements and will constitute a change in accounting policy for the Group.
In accordance with the transitional provisions the Group will apply the revised AASB 123 to qualifying assets
for which capitalisation of borrowing costs commences on or after the effective date. The Group has not yet
determined the potential effect of the revised standard on future earnings.
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Notes to the Financial Statements

Cardno Limited and its Controlled Entities for the year ended 30 June 2009

1.

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

(b) Basis of Preparation continued

Revised AASB 127 Consolidated and Separate Financial Statements changes the accounting for investments
in subsidiaries. Key changes include: the remeasurement to fair value of any previous/retained investment
when control is obtained/lost, with any resulting gain or loss being recognised in profit or loss; and the
treatment of increases in ownership interest after control is obtained as transactions with equity holders in
their capacity as equity holders. The revised standard will become mandatory for the Group’s 30 June 2010
financial statements. The Group has not yet determined the potential effect of the revised standard on the
Group’s financial report.

AASB 2008-1 Amendments to Australian Accounting Standard — Share-based Payment: Vesting Conditions
and Cancellations changes the measurement of share-based payments that contain non-vesting conditions.
AASB 2008-1 becomes mandatory for the Group’s 30 June 2010 financial statements. The Group has not
yet determined the potential effect of the amending standard on the Group’s financial report.

AASB 2008-7 Amendments to Australian Accounting Standards — Cost of an Investment in a Subsidiary,
Jointly Controlled Entity or Associate (effective 1 July 2009). In July 2008, the AASB approved amendments
to AASB 1 First-Time Adoption of International Financial Reporting Standards and AASB 127 Consolidated and
Separate Financial Statements. The revised rules apply prospectively from 1 July 2009 so that:

o All dividends received from investments in subsidiaries, jointly controlled entities or associates will be
recognised as revenue including dividends declared out of pre-acquisition profits ie. These dividends
will no longer be deducted from the cost of the investment. As a result, investments in subsidiaries,
jointly controlled entities and associates may need to be tested for impairment when a dividend is
paid.

0 Where there is, in substance, no change to Group interests, parent entities inserted above existing
Groups shall measure its investments at the carrying amount of the net assets of the subsidiary rather
than the subsidiary’s fair value at the date of reorganisation.

AASB 2008-8 Amendments to IAS 39 Financial Instruments: Recognition and Measurement (applicable for
annual reporting periods commencing from 1 July 2009). AASB 2008-8 amends 139 Financial Instruments:
Recognition and Measurement and must be applied retrospectively in accordance with AASB 108 Accounting
Policies, Changes in Accounting Estimates and Errors. This amendment makes two significant changes. It
prohibits designating inflation as a hedgeable component of fixed rate debt and prohibits including time value
in the one-sided hedge risk when designating options as hedges. The amendments are not expected to
materially affect the Group.

AASB Interpretation 17: Distributions of Non-cash Assets to Owners and AASB 2008-13 Amendments to
Australian Accounting Standards arising from AASB Interpretation 17 (applicable for annual reporting periods
commencing 1 July 2009). This interpretation applies to situations where an entity pays dividends by
distributing non-cash assets to its shareholders. The interpretation which applies prospectively, clarifies that
non-cash dividends paid or payable should be measured at the fair value of the net assets distributed or to be
distributed. Any difference between the fair value and carrying value of the assets is recognised in profit or
loss on distribution. The interpretation also clarifies when a liability for a dividend must be recognised and
measured at fair value. The Group will apply the interpretation prospectively from 1 July 2009. The group
has not yet determined the potential effect of the interpretation.

AASB Interpretation 18: Transfers of Assets from customers (applicable for annual reporting periods
commencing from 1 July 2009). The interpretation provides guidance on the accounting for contributions
from customers in the form of transfers of property, plant and equipment, or the cash to acquire and construct
property, plant and equipment. The Group will apply the interpretation prospectively from 1 July 2009. The
interpretation is not expected to have a significant impact on the group.
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Notes to the Financial Statements

Cardno Limited and its Controlled Entities for the year ended 30 June 2009

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED
(b) Basis of Preparation continued

The Company is of a kind referred to in ASIC Class Order 98/100 dated 10 July 1998 (updated by CO 05/641
effective 28 July 2005 and CO 06/51 effective 31 January 2006) and in accordance with that Class Order,
amounts in the financial report and Directors’ Report have been rounded off to the nearest thousand dollars, unless
otherwise stated.

(c) Basis of Consolidation

Subsidiaries

Subsidiaries are entities controlled by the Company. Control exits when the Company has the power, directly or
indirectly, to govern the financial and operating policies of an entity so as to obtain benefits from its activities. In
assessing control, potential voting rights that presently are exercisable or convertible are taken into account. The
financial statements of subsidiaries are included in the consolidated financial statements from the date that control
commences until the date that control ceases.

The accounting policies of subsidiaries have been changed when necessary to align them with the policies adopted
by the Company.

Investments in subsidiaries are carried at their cost of acquisition in the Company’s financial statements.

A list of the controlled entities is contained in Note 38 to the financial statements. All controlled entities have a
June financial year-end.

Transactions eliminated on consolidation
Intra-group balances, unrealised gains and losses and inter-entity balances resulting from transactions with or
between controlled entities are eliminated in full on consolidation.

(d) Goods and Services Tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except where
the amount of GST incurred is not recoverable from the taxation authority. In these circumstances, the GST is
recognised as part of the cost of acquisition of the asset or as part of the expense.

Receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the ATO is included as a current asset or liability in the
consolidated balance sheet.

Cash flows from operating activities are included in the cash flow statements on a gross basis. The GST
components of cash flows arising from investing and financing activities which are recoverable from, or payable
to, the ATO are classified as operating cash flows.

(e) Foreign Currency

Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of Group entities at
exchange rates at the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies
at the reporting date are translated to the functional currency at the foreign exchange rate at that date. The
foreign currency gain or loss on monetary items is the difference between amortised cost in the functional
currency at the beginning of the period, adjusted for effective interest and payments during the period, and the
amortised cost in foreign currency translated at the exchange rate at the end of the period. Non-monetary assets
and liabilities denominated in foreign currencies that are measured at fair value are translated to the functional
currency at the exchange rate at the date that the fair value was determined. Foreign currency differences arising
on retranslation are recognised in profit or loss, except for differences arising on the translation of available-for-
sale equity instruments, a financial liability designated as a hedge of the net investment in a foreign operation, or
qualifying cash flow hedges, which are recognised directly in equity.
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Notes to the Financial Statements

Cardno Limited and its Controlled Entities for the year ended 30 June 2009

1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED
(e) Foreign Currency continued

Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on acquisition,
are translated to Australian dollars at exchange rates at the reporting date. The revenue and expenses of foreign
operations are translated to Australian dollars at rates approximating the foreign exchange rates at the dates of the
transactions.

Foreign currency differences are recognised directly in equity in the foreign currency translation reserve (FCTR).
When a foreign operation is disposed of, in part or in full, the relevant amount in the FCTR is transferred to profit
or loss.

Foreign exchange gains and losses arising from a monetary item receivable from or payable to a foreign operation,
the settlement of which is neither planned nor likely in the foreseeable future, are considered to form part of a net
investment in a foreign operation and are recognised directly in equity in the FCTR.

(f) Revenue Recognition

Revenue is recognised at fair value of the consideration received net of the amount of goods and services tax
(GST) payable to the taxation authority.

Sale of goods
Revenue from the sale of goods is recognised (net of rebates, discounts and other allowances) upon the delivery of
goods to the customer.

Consulting revenue

Revenue is recognised when the service is provided. For long term contracts, revenue and expenses are
recognised in accordance with the percentage of completion method. Where a loss is expected to arise from a
contract, the loss is recognised immediately as an expense. The percentage of completion is determined by costs
to date versus total project costs.

Interest revenue
Interest revenue is recognised as it accrues, taking into account the effective yield on the financial asset.

Sale of non-current assets
The gross proceeds of non-current asset sales are recognised as revenue at the date control of the asset passes to
the buyer, usually when an unconditional contract of sale is signed.

Dividends
Revenue from dividends is recognised by the consolidated entity when dividends are received.

Revenue from distributions from controlled entities is recognised by the parent entity when they are declared by
the controlled entities.

(g) Expenses

Operating lease payments

Payments made under operating leases which are subject to fixed annual increments are recognised in the income
statement on a straight-line basis over the term of the lease. Lease incentives received are recognised in the
income statement as an integral part of the total lease expense and a