AP, EAGERS LIMITED
DIRECTORS® REPORT

Your Directors present their Report on the consolidated entity consisting of A.P. Fagers Limited
and the entities it controlled at the end of, or during the year ended 31 December 2006.

Directors
The following persons were Directors of A.P. Eagers Limited (A.P. Eagess) during the whole of
the financial year and up to the date of this repost:

Benjarnin Wickham Macdonald, Nichoias George Politis and Antony James Love.

Denis Alan Aitken was a Director from the beginning of the financial year until his retirement on
31 March 2006.

Martin Andrew Ward was appoirited as a Director on 6 March 2006.
Peter William Henley was appointed as a Director on 8 December 2006

Principal Activities

The principal contincing activities during the year of the consolidated entity consisted of the
selling of new and nsed motor vehicles, the distribution of parts and accessories and the
provision of service, finance, leasing and extended warranty for motor vehicles. The products
and services supplied by the consoclidated entity are associated with and are an integral part of the
consolidated entity’s motor vehicle dealership operations. There were no signilicant changes in
the nature of the consolidated entity’s activities during the year.

Consclidated Results

Year ended 31 December 2006 2005

$’000 $000
Revenue from operations 1,176,243 1,076,464
Other revenue 4,093 1,461
Total revenue 1,174,336 1,071,955

EBITDA before profif on sale of properties

& equity accounting 40,370 37,149
Share of associates profits (losses) 922 (3,794
Profit on sale of properties 15,012 2,794
EBITDA 56,304 36,149
Depreciation and amortisation (5,743} (5,133)
EBIT 50,561 31,016
Finance Costs {13,748) {11,884
PROFIT BEFORE TAX 36,813 19,132
Income Tax Expense {11,026) (5,834
PROFIT AFTER TAX 28,787 13,298
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Earnings Per Share (EPS)

2006 2605

Cents Cents

Earnings per share - basic 1105 61.6
Eamings per share - diluted i08.2 39.6

Dividends - A.P. Eagers Limited

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

Year ended 31 December 2006 2005
$000 5000

Final ordinary dividend for the year ended 31 December 2005 of

20 cents (2004 — 18 cents) per share paid on 15 May 2006 4,458 4,087

Interim ordinary dividend of 19 cents (2005 — 18 cents) per share
paid on 2 October 2606 4,261 3,935
8,719 8,022

In addition to the above dividends, since the end of the financial year the directors have
recommended the payment of a final fully franked ordinary dividend of 24 cenis per share to
be paid on 21 May 2007 out of retained profits at 31 Precember 20606.

Review of Operations

The Australian new vehicle market declined by 2.6% in the calendar year ended 31
December 2600, recording total sales of 962,666 units, down 25,603 units on 2005, reflecting
dampened Fleet and Government business as a conseguence of petrol price increases and
mterest rate rises.

Toyola mmproved its posifion as market leader, primarily at the expense of Ford and Hoelden,
increasing its market shase by 1.7% to 22.2%. Holden fell 2.53% to 15.2% with Ford falling
1.2% to 11.9%.

Of the other top ten brands by sales volume, Honda and Volkswagen performed extremely
well with Honda increasing #s market share by 0.8% to 5.6% and Volkswagen by 0.6% to
2.2%. These figures transiate to volume increases of 15.3% and 36.7% respectively.

The Group’s total revenue for the year ended 31 Pecember 2006 was $1.174billion, up
$162.3 million (9.6%) on the previous corresponding period due to operational acquisitions
during 2005 and 2006.

Revenue from existing businesses which were operated prior to these acquisitions was down
3.4% on the previous year with the Group's Ford and Holden operations being the biggest
contributors to that decline.

Conversely, the Group’s other franchises increased turnover as masket sentiment switched
from the large to the small car segment.
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Consolidated profit before tax for the year was $36.8miillion inclusive of $15million surplus
property sale profit (2005: $19.1million after including $2.794 surplus property sale profit
and a loss of $3.7%4million following the collapse of Auto Group Lid).

Consolidated profit after tax was $23 8million (2005: $13.3million}.
The result was achieved after expensing $872,000 in respect of the deemed benefit provided
to 877 employees who each received $1,000 worth of free shares in the Company under the

Company’s Tax Exempt Share Plan.

Consolidated sales revenues and results are set oat below.

Revenue Results

2006 20605 2006 2005

$£'000 $£'000 $£'000 $000

Franchised operations 1,170,243 1,070,464 14,408 13,376
Internal iterest & rental charges 14,105 13,016
Operating contribution 28,513 26,395
Profit on sale of properties 15,012 2,754
Equsty accounting of associates 922 (3,794}
Net unallocated expenses (7,634) (6,263)
Net profit before tax 36,813 19,132
Tax expense {11,026) (3,834
Net profit after tax 25187 13,298

Revenue Results

Franchised Operations 2006 2003 2006 2005%
$°000 $£'000 $£'000 $000

New Vehicle Departsments 696,217 088,674 4215 4,255
Used Vehicle Departments 261,548 184,530 1,057 (1,268)
Parts Departiments 156,073 146,040 5,660 6,359
Service Departments 55,805 51,200 3,476 4,033
1,170,243 1,070,464 14,408 13,379

nternal rental charges were mncreased in 2006 fo reflect comamercial rents based on current
property values. The 2005 comparative figures have therefore been restated on a like for Like
basis 80 as 1o provide a meaningful comparison.

New Vehicle Operations

As a consequence of the reduced new vehicle demand from Fleet and government the Group
sold 421 fewer new vehicles i 2006 than in 2005 (23,331 as against 23,752).

Despite the drop in volume, the Group’s new vehicle departments recorded a profit result of
$4.215 miilion comparable with the 2005 result of $4.255 million. Gross profit margins,
whilst still tight, aimproved marginally being assisted by the higher content of refail business
which accounted for 64.2% of total new vehicle sales (2005: 58.4%).

Used Vehicle Operations
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The Group’s used vehicle sales numbers lifted dramatically from 5,421 units m 2605 to
12,316 units in 2006 following the acquisition of Brisbane Motor Auctions in March 2006,
Retail used vehicie numbers increased 22% from 5,421 to 6,399 and improved operating
procedures meant the used vehicle depariments’ coniributions to profits substantially
mproved.

Used vehicie department profitability improved by $2.323million to $1.057million from a
foss of $1.268million in 2605,

Fixed Operations (Parts and Service)

Both parts and service operations liffed sales volume during the year, however returns were
eroded by pressores from a tight labour market and higher fuel costs leading to increased
freight and employment expenses. A specialised Group Fixed Operations Manager is to be
employed 1o drive improved operating procedures from these departments.

‘The Parts departmental profit in 2006 fell by $0.7 million: to $5.66 million from $6.36 million
in 2005 whilst service profitability declined by $06.56 million to $3.48 million from $4.03
million in 2005. Greater management focus will be placed on these departments during
2007.

Likely Developments

Other than developments mentioned elsewhere in this report the Company continues to
evaluate potential acquisition opportunities within the motor vehicle industry.

Further information on likely developments in the operations of the consolidated entity and
the expected results of operations have not been included in this report as the directors
believe it would be likely to result in unreasonable prejudice to the consolidated entity.

Investments

The Company has a 19.4% investment (546,900 shares) in MTQ Insurance Services Eimited
{MTQ). The majority of sharcholders in MTQ are motor vehicle dealers who use the
comipany 1o provide consumer credit and gap insurance to purchasers of vehicles who buy
from them on credit. MTQ performed exceptionally well in 2006 producing its fourth record
resalt in a row.

Significant Changes in the State of Affairs,

Significant changes in the state of affairs of the consolidated entity during the financial year were
as follows:

a) An increase in contributed equity of $28,952,727 (from $77,311,420 to $166,264,147) as a
result of the following
1} The issue of 2,804,219 ordinary shares at $7.00 per share under a one for eight rights
issue.
2y The issue of 914,285 ordinary shares at $7.00 per share by way of a placement.
3) The 1ssue of 113,133 ordinary shares at §7.70 per share issued free fo eligible employees
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under the Company’s Fax Exempt Employee Share Plan

4) The issue of 36,486 ordinary shares at $6.62 per share to Executives under the
Company’s Senior Executive Deferred Commiission Plan.

5y The issue of 321,028 ordinary shares at between $7.00 and $7.30 each under the
Company’s Dividend Reinvestment Plan.

b} The acquisition of the foliowing trading businesses for an aggregate amount of $7.G million
Bayside Honda / Kia (Cleveland, Queensiand)
Brisbane Motor Auctions {Eagle Farm, Queensland)
Frost Motor Groap (Darwin, Northern Territory)
Audi / Citroen (Sunshine Coast, Queensland)

¢) The purchase of various parcels of frechold land and busldings for an aggregate total of
$15.8million.

d) The sale of various parcels of land and buildings for an aggregate total of $44.9million.

In the opinion of the Directors there were no other significant changes in the state of affairs of
the consolidated entity that occurred during the financial year under review not otherwise
disclosed in this report or the consolidated accounts.

Matters Subsequent to the End of the Financial Year.

On 28 February 2007 the Company paid $29 million to acquire 100% of the shares in Peter Dunn
Investments Pty Ltd, Peter Robinson Investments Pty Litd and Trevor Reading [nvestments Pty
Ltd which collectively owned 100% of the shares in PPT Investments Pty Lid trading as the
Kloster Group in Newcastle and the Hunter Valley region of NSW.

The $29 millson transaction was seitied by the issue of 631,581 shares in A.P. Fagers Limited
and $23 million in cash. Concurrently AP, Eagers Limsited parchased ali the land and buildings
used by the Kloster Group that were owned by the Vendors for $34 mullion cash.

The Kloster Group, with turnover of $300 millioni per annum is the premier motor dealership
group in Newecastle and the Hunter region with impressive faciities in the best locations. They
currently have exclusive representation for BMW / Mini, Chrysler Jeep and Dodge, Ford Honda,
Hyundai, Mitsubishi, Nissan, Suzuki and VW within Newcastle along with additional
representation for Ford and Hyundai in a number of regional centres in the Hunter Valley.

Since the end of the Financial Year the Directors are not aware of any other matter or
circumstance not otherwise dealt with in this report or the consolidated financial statements that
has arisen since 31 December 2006 that has significantly affected, or may significantly afiect:

{(a) the consolidated entity’s operations in future {inancial years, or
{b) the results of those operations in futare financial years, or
{c} the consolidated entity’s state of affairs in future financial years.
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Envirenmental Regulation

The consolidated entity i subject fto environmernial regulation in respect of its property
development and service centre operations as set out below.

Property Development

Planning approvais are required for property developments undertaken by the economic entity.
These developments fall under the Queensiand Environmendal Protection Act 1994 and the
Integrated Planning Act 1997, The relevant authorities are provided with appropriate details and
to the best of the Directoss” knowledge all developments have been undertaken in compliance
with the requirements of the planning approvals.

Service Centres

The consolidated entity holds environmental licences for its service centres. These licences arise
under the requirements of the Environmental Protection Act 1994, Environmental Protection
{Interim Waste) Regulations 1996, Environment Protection {Water) Policy 1997, Environmental
Protection (Noise} Policy 1997 and Environmental Protection (Air) Policy 1997,

Management coniinues to work with the local reguolatory authority 1o achieve, where possible,
best practice 11 environmental management so as 1o minimise risk to the environment, reduce
waste and ensure compliance with regulatory requirements.  There were no adverse
environmental issues during the year.

Information on Directors

Details of directors’ responsibilities, experience and relevant interest in ordinary shares of AP
Eagers Limited at the date of this report are as follows:

B W Macdonald FAICD Chairman of the Board and a member of the Audit Committee.

Independent Non-Executive Director since January 1992, Company Director. Chairman of FKP
Ltd and Reef Corporate Services Lid. Mr Macdonald was Chairman of Queensland Cotion
Holdings Limited {December 1991 to December 2005) and Casino Ausiria International Ltd
{{rom October 1994 to September 2G04).

M Macdonald has a relevant interest in 84,375 ordinary shares of A P. Eagers Limited. (2005:
75,600)

N € Politis B.Com Director.

Non-FExecutive Director since May 2060. Motor Vehicle Pealer. Formerly a Director of the
Bank of Cyprus (from August 2006 to June 2(06). Executive Chairman of WEM Motors Pty
Ltd and a substantial number of other proprietary limited companies.

My Politis has a relevant interest in 11,008,485 ordinary shares of A.P. Eagers Limited. (2005:
9,693,801)
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AJLove B.Com., AAUQ., E.AP.L FAICD Director and Chairman of the Audst Committee.

Independent Non-Execative Director since March 1994, Real Fstate Agent. Managing Director
of McGee [sles Love Pty Ltd. Director of Campbeil Brothers Limited and Bank of (Queensland
Lirnited.

Mr Love has a relevant interest i 34,211 ordinary shares of A P. Eagers Limsted. (2003: 24,000)

P W Henlev AFAIM. Prirector and a member of the Audit Commitiee.

Non — Executive Director appointed 8 December 2006. Company Director
Mt Henley has a relevant inferest in 2,530 shares of A.P. Eagers Limited.

M A Ward BSc (Hons} FAICD Managing Director and Chiefl Executive Officer.

Executive Director appointed 6 March 2006. Motor Vehicle Dealer. Formally Chief
Executive Officer of Ford Motor Company’s Sydney Retail Joint Venture.

Mr Ward has a relevant interest in 25,773 shares of AP, Eagers Limited {2065: 11,386) and
has rights under the Share Incentive Plan referred to below in the Remuneration Report.

Company Secretary

D W Hull £CIS

Mr Hul! is the Company Secretary having been appoiited to the role in May 1985, Heisa
Feliow of the Institute of Chartered Secretaries in Australia, a former National Board member
of the Institute and former Chairman of the lnstifute’s Queensland Branch Council. Mr Hull
commenced his employment with the Group in February 1983 and held the joint roles of
Company Secrefary and Chief Financial Officer unti! October 2001, He is responsible for the
Company Secretarial, Investor Relations, Treasury and Compliance functions of the Group.

Meetings of Directors
The number of meetings of the company’s directors (including meetings of commitiees of
directors) and the number of meetings attended by each director during the year ended 31
December 2006 were:

Director Board Mectings Audit Committer Meetings
Held Attended Held Attended

B W Macdonald® i3 13 2 2

A JLove® i3 12 2 2

N G Politis 13 12

D A Aitken* 3 4 I I

M A Ward 1t 1t

P W Henley 1 1

*Audit committee members
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Retirement, Election and Continuation in Office of Directors
Mr 1> A Aitken retired as a Director on 31 March 2606.
M M A Ward was appointed as a Director on 6 March 2006.

Mr B W Macdonald is the Director retiring by rotation i accordance with the Company’s
Constitution who, being eligible, offers himself for re-election.

Mr P W Henley was appointed a Director on 8 December 2006, vacates office in accordance
with the Company’s Constitutson and, being eligible, offers himself for re-election.

Remuneration Report

The remuneration report 1s set out under the following main headings:

A Principies used to determine the nature and amount of remuneration
B. Executive Employment Agreements
C. Details of rernuneration

Al Principles used to determine the nature and amount of remuneration

The Board as a whole ig responsible for recommending and reviewing remuneration
arrangements for the Non-executive directors whilst the full Board (exclnding the Managing
Director / €CEO} determines the reward framework for the Managing Director / CEQ. In
consulfation with the Managing Director / CEQ, the Board determines the reward framework
for the Group's senior executives.

The broad approach by the Group to remuneration is to ensure that remuneration packages
properly reflect individual’s duties and responsibilities, are competitive in atiracting,
retaining and motivating staft of the highest quality and which are aligned to shareholders’
mterests.

The remuneration framework for the CEO and Senior Lxecuatives has been developed to
provide, where appropriate, a high proportion of “at risk”™ remuneration designed to reflect
competilive reward for contribution to growth in shareholder wealth.

The remuneration policies in place through to 31 December 2006 are considered to have
contributed to the growth in the Group’s profits and sharcholder returns to that point in time.

Over the past five years the Group’s afler tax profit has increased from $8.6 million in
FY2061 to $25.8 million in FY2006 as shown in the table below.

31.12.06% 311208 31.12.04%  31.12.03  31.12.02
NPAT (8’000} 25,787 13,298 12,619 10,498 8,562
) Inicludes an affer tax profit on sale of surplus property of $16.0 million.
@ Restated on adoption of revised Accounting Standard AASB 139:Financial
Instruments — Recognition and measurement.
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® Restated fo comply with Australian Equivalents to International Financial Reporting

Standards (ATFRS).

In the same period the Company’s share price has risen from $3.97 per share at 1 January
2002 to $10.00 per share at 31 December 2006 ($7.25 as at 31 December 2003).

Earnings per share and dividends paid during the past five years are as follows.

31.12.06 31.12.058 31.12.04 31.12.63 31.12.02

Earnings per share (¢} 116.5 61.0 61.6 54.9 51.9
Dividends per share {¢) 43.0 38.0 36.0 33.6 31.0

Non-Executive Directors

Non-execative directors are remunerated for their services by way of fees {(and where
applicable, superannuation) from the maximuem amount approved by shareholders in general
meeting for that purpose, currently $300,000 {ixed at the Annual General meeting on 14 May
1999, Director’s fees are currently $43,600 per annum ($60,000 per annum for directors
appointed afier 1 January 2006 who are not eligibie to participate in the Directors Retirement
Allowance Program). The Chairman receives $80,600 per annum.

Non-executive directors’ fees are reviewed periodically by the board and are set after
considering relevant market conditions and affer taking info account the non-executives
expectations that they will receive an allowance on their retirement from office under a
sharcholder approved retirement program. Under that program retiring non-executive
directors who have served for a period of not less than five years, may, at the discretion of the
directors, receive a retiring allowance. The allowance cannot exceed the total directors fees
paid to the director by the Company during the period of three years immediately preceding
retivement, resignation or death.

Non-executive directors do not participate in any schemes designed for the remuneration of
executives nor do they participate in any equity schemes.

Effective 1 Fanuary 2006, the Board resoived fo remove relirement allowances for non-
executive directors appoinled after that date in line with recent guidelines on non-executive
directors’ remuneration.

Executive Pay
The executive pay and reward framework has four components:

Base pay and benefits;

Other benetits such as superannuation;
Short-term performance incentives; and
Long-term performance incentives.

®« # # &

The combination of these comprises the executives’ total remuneration.

Base Pay
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Base pay may be delivered as a combination of cash and superannuation salary sacrificed at
the executive’s discretion.

Executives are offered a competifive base pay set to reflect the market for a comparable role.
Base pay for executives is reviewed annually to ensare the executives' pay 18 competitive
with the market. An executive's pay is also reviewed on promotion.

Benefits

Executives receive benefits including the provision of fully maintained motor vehicles,
personal health and fitness programs and in some instances health insurance.

Retirement Benefits

Retirement benefils are delivered under pensionn funds providing accumulation benefits.
Senior executives may sacrifice a portion of their base pay to superannuation.

Short-tem Incentives

Incentive Pool

A short term incentive pool is available for aliocation by the Board to non-commission based
executives during annual review. Cash incentives are generally payable in December each
year.

The short term incentive payment amounis are determined by the Board afier considering
individual’s achievements and the assessed performance of the executive within their
particular employment category. To help make this assessment the Board receives reports on
performance from the Managing Director / Chiefl Executive Officer.

Commission Structure

With the exception of the Company Secretary and the Chief Fisancial Officer, all senior
executives remuneration are structured around business performance factors that are
measurable, limked to the Company’s business strategies and designed to improve

shareholder value.

Remuneration packages comprise base pay coupled with a commission stracture set at a
perceniage of net profit before tax of a business unit or business group.

This structure delfivered an average remuneration package with a base pay component of 43%
and an “at-risk” component of 33% in 2006. (2005:43% and 375 respectively)

The A.P. Eagers Senior Executive Deferred Commission Plan

Primarily linked to the commission siructure, the Senior Executive Deferred Commission
Pian (SEDC) was established in December 2005. Under the terms of the plan, senior
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executives can elect 1o sacrifice a specified portion of their future commission / incentive
paymenis in respect of a Specified Financial Year fo participate in the pian.

Pian participanis are allocated ordinary shares in A.P. Eagers Limited as soon as practicable
after the end of each six month participation period. Shares are allocated at a 10% discount
to market and will be heid by the A.P. Fagers Limited Share Plan Trust.

Disposal restrictions apply to the aliocated shares with plan participants being entitled to all
dividends and veting rights attached to the shares.

The purpose of the SEDC plan is to provide participants with an opportunity to share in the
growth and value of the Company and fo encourage them fo improve the performance of the
Company and its return {o shareholders.

Tax Exempt Share Plan

In conjunction with the SEDC plan the Company also infrodaced a Tax Exempt Share Plan
under which shares to a value of $1,000 may be granted to employees for no cash
consideration. Fmployees who have beesn continuously employed by the Consolidated Entity
for a period of at Ieast one year are eligible to participate in the plan. Shares issued under the
plan may not be sold until the earlier of three years after issue or cessation of employment.
The maximum number of shares each participant receives is 31,000 divided by the market
price of the shares on day of allocation.

The purpose of the plan is to provide eligible employees with an opportunity to share in the
growth and value of the Company and fo encourage them fo improve the performance of the
Company and its return to sharcholders. It is believed that the plan will enable the Company
to attract and retain skilled and experienced employees and provide them with the motivation
to make the Company more successfui.

Long-term Incentives

This component of the remuneration stracture will focus on corporate performance and the
creation of sharcholder value over a multi year period.

The Company is close to finalising a long-term incentive plan with performance hurdles for
its Senior Executives excluding the CEO whose remuneration is stractured around a
specifically designed Share Incentive Plan.

Share Incentive Plan (SIP)

The share incentive plan was established on 1 July 2005 to provide the mcoming CEQO with
an entitlement to performance shares condstional upon the achievement of specified market

linked performance targets.

The plan is intended to comprise both the shori-term and long-term incentive elements of the
Chief Executive Officer’s remuneration package.

The performance targets under the SIP are based on the A.P. Eagers Total Shareholder
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Return {TSR).

TSR is the return 1o sharchoiders provided by growth in the share price plus reinvested
dividends, expressed as a percentage of the investment over a specified performance period.
In determisiing the Chief Executive Officer’s entitlement to shares the A.P. Eagers TSR result
is compared to the TSR achieved by a peer group comprising the top 300 ASX Listed
compatiies.

Relative TSR performance was chosen as an appropriate performance measure for the
following reasons:

s It is a clearly defined and measarable indicator of the level of value created for
shareholders over a specified period and theretore, when nsed as the basis for determining
remuneration reward, provides a linkage between those rewards and sharcholder wealth.

s As the value delivered to the Chief Executive Officer is determined by the Company’s
level of relative performance, the effects of market cycles are minimised. Rewards are
reduced or cease during periods of under-performance, even in a rising market and
superior performance is rewarded, even in a declining market.

The § & P/ ASX 300 index was selected as the peer group as there was no suitable
comparative group. At the ime of implementation of the SIP there was only one other listed
retail motor indastry related company.

The SIP provides for the granting of 500,000 performance rights 1o the Chief Executive
Officer on the commencement of his employment with the Company on 1 July 2605.

One {ifth of the performance rights will vest each year {i.e. 106,000 per annum on each
anniversary of the start date) to the extent performance hurdles are met. Upon vesting the
Performarnce Rights will be antomatically exercised and the shares allocated to the Chief
Executive Officer. The shares will then be subject to a holding lock restricting disposal of
the shares.

The Company’s TSR niust rank at or above the 51" percentile against the peer group for any
vesting to be achieved. At the 51 percentile, 50% of the relevant performance rights vest; at
the 75" percentile or above, 100% of the Performance Rights vest; there is straight line
vesting between 50% and 100% where TSR performance is between the 51% and 75"
percentiie.

For each of the five tranches of 100,000 performance rights, TSR performance is measured
initially over a 12 month performance period.

To the extent 160% vesting of a tranche is not achieved, TSR performance is re-tested 12
months later. Performance for each tranche is therefore measured over a 24 month period.

If 100% wvesting of a tranche is still not achieved after the first re-test, the relevant
performance period is again extended by one year and TSR performance re-tested on the next

anniversary of the start date so that performance is measured over a 36 month period.

If after the second re-test, a franche of Performance Rights is still not 100% vested, the
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remaining unvested postion will lapse.

It is important to note that the Chief Executive Officer’s base pay has been set and fixed at a
level considerably lower than could be commanded for a comparable position and that his *“at
risk™ earnings are demonstrably linked to the creation of shareholder value. Accordingly it is
considered appropriate that re-testing for vesting purposes, as described above, be permitied
to allow for market reaction to longer term strategic nitiatives. In the current period, 56% of
the Chief Executive Officer’s pay is made up of this incentive.

The number of performance rights granted are as follows:

Grant date No. of performance | End of performance | Expiry date Fair value of each
rights granted period nerformance right

I July 2003 106,000 | 30 June 2006 1 July 2008 54.78

I July 2003 106,000 | 30 June 2007 1 July 2000 54.92

I July 2003 106,000 | 30 June 2008 1 July 2010 54.68

| July 2003 160,000 | 30 June 2009 1 July 2011 54.46

I July 2003 106,000 | 30 June 2010 1 July 2012 54.25

No performance rights have vested as at the date of this report.

B. Executive Emplovment Agrecments

Group Executive
The following arrangements apply to all executives (excluding the CEO) whose remuneration
is disclosed in the “Details of Remuneration™ sectior: of this report.

Group Execufives are employed under standard employment agreements which are
commoniy used for senior empioyees throughout the Group. The agreements do not have a
finite term and do not contain any termination payment arrangements. The agreements can
be terminated by either the employer or employee giving notice within a range of foar to
twelve weeks.

The Board has discretion fo extend the termination period for an executive as considered
appropriate and to make further payments upon the termination of an executive should
circumstances warrant if.

Chief Executive Officer
The Chief Executive Officer’s terms and conditions differ from those applying fo other
executives to the extent that:

s Mr Ward’s “at risk” remuneration is as described under the Share Incentive Plan (SIP);

s Mr Ward’s employment may only be terminated if he is unable to satisfactorily perform
his duties due to illness, injury or accident for a period of 6 months or for cause. 1 the
event that Mr Ward’s employment is terminated, other than for cause, then Mr Ward is
entitled o a termination benefit equivalent to two fimes his annual remuneration amount
currert at time of termination.

s Mr Ward may terminate the agreement at any time by giving the Company six months
notice of termmation tnless otherwise agreed between the Company and Mr Ward.
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C.

Details of Remuneration (Audited)

The following tables provide the details of the nature and components of the remuneration
paid to both the Directors and the specified executives. Apart from the executive officers
listed, there are no other executive officers of the company for the purpose of this disclosure
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Mon Executive DHreclon
6dd 382 1436k 41630 461,288 Si1 044 6,2 5) 841,383 . | 762,200
Lxecutives
W Hall 192 304 R 000 133,233 1463, 24063 " B B 05733 ifi
Compenty Secpetiry
G D Walker HipRE) A 060 6,051 20,250 " B " 200 201 17
£ higf Fiitancial Offfcsr
K T Thorolon {vit 125,004 2300060 47782 11,250 " B " £14.0532 k1)

570 3(H) 3t {60 247 M | 31,7406 - - - 1218466

Accraed but not paid until retirement.

Performance rights granted to the CEO under the Share Incentive Plan are valned
using a Monte Carlo simuiation which can be viewed as an extension of the Black-
Scholes valuation framework. The portion of the performance rights attributable to
the year ended 31 December 20066 of 5841383, though not yet vested, has been
expensed in the income statement in conformity with AASB 2. 1t should be noted
that whilst the value of the performance rights have been expensed in the Company’s
financial statements and reflected in Mr Ward’s remuneration, at the date of this
report no shares have been issued to Mr Ward and he has not received any monetary
payment i respect of them. The actual issue of shares in respect of the performance
rights i3 subject to the achievement of the performance hurdles previously detailed in
this report.

Inicludes benefits such as the provision of motor vehicles, insurance policy costs and
the movement in the mdividual’s provision for employee entitlements.

Appointed as a director on 6 March 2006. Remuneration reflected above is for the
period | January 2006 to 31 December 2006.

Retired as a Director on 31 March 2006.

Appointed as a director on 8 Decemnber 2006.
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62818 144 273 104,27 165,948 - 420,651 121,557 | 764,557

Accraed but not paid until retirement.

Performance rights granted to the CEO under the Share Incentive Plan are valued
using a Monte Carlo simuiation which can be viewed as an extension of the Black-
Scholes valuation framework. The portion of the performance rights attributable to
the year ended 31 December 20065 of $420,691, though not yet vested, has been
expensed in the income statement in conformity with AASB 2. 1t should be noted
that whilst the value of the performance rights have been expensed in the Company’s
financial statements and reflected in Mr Ward’s remuneration, at the date of this
report no shares have been issued to Mr Ward and he has not received any monetary
payment i respect of them. The actual issue of shares in respect of the performance
rights is subject to the achievement of the performance hurdles previously detailed in
this report.

Inicludes benefits such as the provision of motor vehicles, insurance policy costs and
the movement in the individual’s provision for employee entitlements.

Retired as Managing Director on 31 December 2005.

Appointed as CEO Designate on 1 July 2005 becoming CEO on 1 January 2006.
Appointed as a Director on 6 March 2006.

Ceased employment on 20 June 2005,

Appoiated 1 December 2005 to the executive group position of General Manager
Operations — Vehicles and was employed in an operational role before that date. The
above remuneration disclosures do not incinde remuneration received from the Group
prior to 1 December 2005.
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Shares Under Option

There are no shares under option.

Indemnification and Insurance of Officers and Auditors
Indemnification of Officers

The Compary’s constitution provides that every Director Masiager or officer of the Company or
any person employed by the Company as auditor shall be indemnified out of the funds of the
Company against all liability incurred by him as such Director Manager officer or auditor in
defending any proceedings whether civil or criminal in which judgment is given in his favour or
in which he is acquitted or in cormection with any application ander Section 335 of the Statate in
which relief is granted to him by the Court.

The constitution further provides that no Director Manager Secretary or other officer of the
Company shall be liable for the acts receipts neglects or defanits of any other Director or officer
or for joining in any receipt or other act for conformity or for any loss or expense happening to
the Company through the inscfficiency or deficiency of title o any property acquired by order of
the Directors for or on behalf of the Company or for the insufficiency or deficiency of any
security in or upon which any of the moneys of the Company shall be invested or for any loss or
damage arising from the bankruptey insolvency or tortious act of any person with whom any
moneys securities or effects shall be deposited or left or for any other loss damage or mistoriune
whatever which shall happen in the execution of the duties of his office or in relation thereto
unless the same happen through his own negligence wilful default breach of duty or breach of
trust.

Insurance of Officers

During the financial year the Company paid insurance preminms in respect of a Directors and
Officers Liability insurance contract. The contract insures each person who is or has been a
director or executive officer of the company against certain liabilities arising in the course of
their duties to the Company and its controlled entities. The directors have not disclosed details
of the nature of the liabilities covered or the amount of the premium paid in respect of the
insurance contract as such disclosure is prolubited under the terms of the contract.

Non-Audit Services
The company may decide to employ the auditor on assignments additional to their statutory andit
duties where the auditor’s expertise and experience with the company and for the consolidated
entity are important.
Details of the amounts paid or payable to DTT NSW (formerly Horwath Sydrey Partnership),
being the andifor of the consolidated entity, for andit and non-andit services provided during the

year are set out below.

‘The Board of Directors has considered the position and, in accordance with the advice received
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from the Audit Commitiee, is satisfied that the provision of the non-audit services is compatible
with the general standard of independence for auditors imposed by the Corporations Act 2001.
The Directors are satisfied that the provision of non-audit services by the andifor, as set out
below, did not compromise the auditor independence requirements of the Corporations Act 2001
for the following reasons.

+« All non audit services have been reviewed by the andit committee to ensure they do not
impact the partiality and objectivity of the auditor.

s None of the services undermine the general principles relating to audit independence as set
out in Professional Statement F1, including reviewing or anditing the audifors own work,
acting in a management or a decision making capacity for the company, acting as advocate for
the company or jointly sharing economic risk and rewards.

A copy of the Auditor’s Independence Declaration as required under section 307c of the
Corporations Act 2001 is set oat on the page following this report

Consolidated
2006 2005
S b
Daring the year the following fees were paid or payable for
services provided by the auditor of the consolidated entity.
Assurarnce services
1.  Audit services
Audit and review of financial reports and other audit work 268,500 225,060
2. Other assurance services
ATFRS and other technical advisory services 91,464 30,250
Due diligence services 5,185 16,500
97,249 46,750
Taxation services
Tax compliance services, inciuding review of company
income tax retusns 23,550 11,750
Advisory services
E-profit focus reviews — benchmarking and comparison of
value chain / processes against best practice 37,072 26,252

Roeunding of Amounts to Nearest Thousand Dollars

The company is of a kind referred to in Class Order 98/0100 issued by the Australian Securities
& Investments Commission, relating fo the “rounding off” of amourits i the Directors” Report
and Financial Reporf. Amounts in the Directors’ Report and Financial Report have been
rounded off to the nearest thonsand doilars in accordance with that Class Order.
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Auditor

DTT NSW (formerly Horwath Sydney Partnership) continues in office in accordance with
section 327 of the Corporations Act 2001,

This report is made in accordance with a resolution of the directors.

e i

S oo

Martin A Ward
Director

Brisbane, 29 March 2007
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The Board of Directors
A. P. Fagers Limited
80 MacLachlan Street
Fortitude Valiey

QLD 4006

Dear Board Members

A. P.EAGERS LIMITED

In accordance with section 307C of the Corporations Act 2001, 1 am pleased to provide the
[ollowing declaration of independence to the directors of A. P. Eagers Limited.

As lead audit partner for the audit of the financial statements of A, P. Eagers Limited for the
financial year ended 31 December 2006, 1 declare that to the besl of my knowledge and
belief, there have been no contraventions of’

« the anditor independence roguircients of the Corporations Act 2001 in relation
to this audit; and

» any applicable code of professional couiduct in refation to this audit.

Yours sincerely

Liability limited by a scheme approved under Professional Stundwrds Legistuilon.
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DTT NSW
DTT NEW has changad Bs name from Horwath: Sydney Partnership 2nd is 3 condnuation of that partreskip.
Fhie partsers of DTE NSW have slse Jeined the Australian partaership of Delaiite Touche Tobmatsy, Grosvenor Place
AR changes with eifpol from 1 Februsry 2007, 225 George Street
Sydngy NSW 2000
PO Box N220 Grosvenor Place

Sydney NSW 1217 Australia

DX 1030758k

Tel £61 {0} 2 8322 7000
Fax: +61 {0) 2 322 7001
wavw.deloitte.com.au

Independent audit report to the
members of

A. P. Eagers Limited

Scope

The financial report, compensation disclosures and directors’ responsibility

The financial report comprises the balance sheet, income statement, cash flow statement,
statement of changes in equity, a summary of significant accounting policies and other
explanatory notes and the directors’ declaration for both A. P. Eagers Limited (the
company) and the consolidated entity, for the financial year ended 31 December 2006. The
cotsolidated entity comprises the company and the entities it controlled at the year’s end or
from time to time during the financial year.

As permitted by the Corporations Regulations 2001, the company has disclosed information
about the compensation of key management personnel (“compensation disclosures™) as
required by paragraphs Aus 25.4 to Aus 25.7.2 of Accounting Standard AASB 124 Related
Party Disclosures (“"AASB 124™), under the heading *Details of Remuneration” of the
remuneration report in the directors’ report, and not in the financial report. These
compensation disclosures are identified in the directors’ report as being subject to audit. The
remuneration report also containg information not subject to audit,

The directors of the company are responsible for the preparation and true and fair
presentation of the financial report in accordance with Accounting Standards in Australia
and the Corporations Act 2001. This includes responsibility for the maintenance of adequate
financial records and internal controls that are designed to prevent and detect fraud and error,
and for the accounting policies and accounting estimates inherent in the financial report. The
directors are also responsible for the preparation and presentation of the compensation
disclosures confained in the directors’ report in accordance with the Corporations
Regulations 2001,

Audit approach
We have conducted an independent audit of the financial report and compensation
disclosures in order to express an opinion on them to the members of the company, Our

audit has been conducted in accordance with Australian Auoditing Standards to provide
reasonable assurance whether the financial report is free of material misstatement and the

Linhility limited by a scheme approved under Professional Standards Legislation.

stindt 2 Bloegh ST 43 B
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compensation disclosures comply with AASB 124, The nature of an audit is influenced by
factors such as the vse of professional judgement, selective testing, the inherent limitations
of internal controls, and the availability of persuasive rather than conclusive evidence.
Therefore, an audit cannot guarantee that all material misstatements have been detected.

We performed procedures to form an opinion whether, in all material respects, the financial
report is presented fairly in accordance with Accounting Standards in Australia and the
Caorporations Act 2001 so as (o present 4 view which is consistent with our understanding of
the company’s and the consolidated entity’s financial position, and performance as
represented by the results of their operations, their changes in equity and their cash flows and
whether the compensation disclosures comply with AASB 124,

Cur precedures included examination, on a test basis, of evidence supporting the amounts
and other disclosures in the financial report and the compensation disclosures in the
directors’ report, and the evalnation of accounting policies and significant accounting
estimates made by the directors.

While we considered the effectiveness of management’s internal controls over financial
reporting when determining the nature and extent of our procedures, our audit was not
designed fo provide assurance on internal controls.

The audit opinion expressed in this report has been formed on the above basis.

Auditor’s Independence Declaration

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

Audit Opinion

In our epinion:

(1)  the financial report of A, P, Bagers Limited is in accordance with the Corporations Act
2004, including:

(i)  giving a true and fair view of the company’s and consolidated entity’s financial
position as at 31 December 2006 and of their performance for the year ended on
that date: and

(i) complying with Accounting Standards in Augstralia and the Corporations
Regulations 2001; and '
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(2) the compensation disclosures that are contained under the heading “Details of
Remuneration” of the remuneration report in the directors’ report comply with
paragraphs Aus 25.4 to Aus 25.7.2 of Accounting Standard AASB 124 Related Party
Disclosures.

FET NSW

David Cowper

Partner

Chartered Accountants

Sydney, Dated 29" day of March 2007
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BIRECTORS' DECLARATION

The directors declare that :

{a} in the directors' opinion, there are reasonable grounds to believe that the Company will be
able to pay its debts as and when they become due and payabie;

{b} in the directors' opinion, the attached financial statements and notes thereto are in accordance
with the Corporations Act 2001, including compliarice with accounting standards and giving a
true and fair view of the financial position and performance of the company and the
consolidated entity; and

{c) the directors have been given the declarations required by s.295A of the Corporations Act 2001

At the date of this declaration, the company is within the class of companies affected by ASIC Class
Order 98/1418. The nature of the deed of cross guaraniee is such that each company which is party
to the deed guararitess to each creditor paymenit in full of any debt in accordance with the deed of
Cross guaraniee.

In the directors’ opiniion, there are reasonable grounds to belisve that the company and the companies

to which the ASIC Class Order applies, as detailed in Note 32{b) to the financial statements will, as a
group, be able to meet any obligations or liabilities to which they are, or may become, subject by virtue of
the deed of cross guarantee.

Signed in accordarice with a resolution of the directors made pursuant to 5.295(5) of the Corporations
Act 2001.

On behalf of the Directors

M A Ward
Director

29 March 2067
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INCOME STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006

Notes

Revenue 3
Orttser oo 4
Changes in inventorias of fimshed goods and work in progress
Raw materials and consumables used
Employes benefils expense
Finance costs 5
Depreciation and amortisation expense 5
Other sipenses
Share of net {loss)/profits of associstes accounted for
Lsing the equity method 434y
Profit before income tax
Income tax {expense banefit 51
Profit for the year attributable to members
of A.P. Eagers Limited 28(k}
Earsings per share:

Basic earnings per share 460

Diluted garings per share 40

The above income Statements are to be read in conjunction with the accompanying notes.

CONSCLIDATED PARENT ENTITY
2606 20405 2006 2005
$'000 5994 $'000 $'000
1,174,336 1,071,855 15,008 27,082
13,012 2,784 - -
10,037 24,780 - -
(1.017.878) {853,874} - R
(75,747} {B1,649) - -
(13,748} {t1.884) - -
(5,743 {5,133} - -
(50,378} {44,063 - {4,338}
922 {3,794} - -
38813 9,132 15,000 22724
{11,026; {5,834} 0 1,301
25,787 13,298 15,000 24,025
Cants Carity
1105 §1.0
108.2 58.5



A.P. EAGERS LIMITED

BALANCE SHEETS
AS AT 31 DECEMBER 2006

Current Assets
Cash and nash equivalents
Trade and other recaivables
Invantories
Dther currant assots

Total Surrent Assets

Non-Gurrent Assets
Recsivables

Investroens accounied for using the equity meth
Avaitable-for-sale financial assets
Dativative financial instrurments

Other financial assets

Property, plant and squiproart

Defered tax assels
Inangible assets

Total Non-Current Assets

Total Assets

Currant Liabiities
Trade and other payables
Borrowings
Current tax liabiities
Provisions

Total Surrent Liabifities

Now-Current Liabilittes
Borrowings
Defared tax abiities
Provisions
Dther

Total Nor-Current Liabilities

Total Liabilities

Net Assots

Equity
Contibuted equity
Resetves
Retained samings

Total Equity

Noles

g

12
13(2)
13(0)
14
134e)
15
16
17

18
19
20
21

23
24
25
2z

27(a)
28(a)
28(b)

CONSOLIDATED PARENT ENTITY
2606 2095 2006 2005
$'000 $'900 $'000 $' 000
54,864 4,494 - -
42,888 48,471 - -
161,770 132,925 - -
3,751 1,488 - -
263,277 205,388 - -
- - 104,593 04,357
1,708 - - -
113 B.873 a1 -
BE3 - - -
- - 34,244 34,244
240,985 187,886 - -
- - - 1,380
26,403 2313 - -
270,050 217,680 133,328 99,901
533,327 423,078 138,328 99,901
32,885 28,122 - -
122,738 126,278 - -
4,310 1,884 4810 1,884
§,398 4,367 - -
166,029 160,651 4,910 1,884
164,600 31,600 - -
20,248 8,631 722 722
2,521 2,707 - -
450 450 - -
127,820 101,388 722 722
293,849 262,039 5,632 2,608
233,478 61,038 133,606 97,385
106,264 77,311 106,264 77,311
29813 47674 3,180 2,103
43,301 368,054 24,252 17,871
233,478 61,038 133,606 97,385

The above Bafance Sheets are to be read in conjunction with the accompanying notes.



AP. EAGERS LIMITED

STATEMENTS OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2006

Total eguity at the beginring of the financial year

Bain on revatuation of land and budldings, net of tax

Changes in the fair vatee of avaitable-for-sgle financial azsets, net of tax
Reversal of available-for-sale financial asset reserve (Nole 258{a)
Changes in the fair vatue of cashifow hedge, net of tax

Reduction in tax payable on sale of revalued properties

Net income recognised directly in eguity

Profit for the year

Total recognised income and expense for the year

Ermployes share expense oredited o reserve {note 23 (a))

Transactions with equity holders in thelr capacity as equity holders:

Contribution of eguity, net of transaction costs
Dividends paid (rote 73

Total eguity at the end of the year

The ahove Statements of Changes In Equity should be read in conjunction with the accompanying notes.

CONSOLIDATED PARENT ENTITY
2006 2005 2006 2005
$'000 $'000 $'000 $'000
161,030 150,032 97,285 76,277
34,039 - - -
- 626 - -
(3,538 - - _
604 - - -
237 - - -
31,341 626 - -
25,787 13,208 15,000 24,025
57,128 13,824 15,000 24,025
1.077 420 1,077 420
28,953 4,685 28,853 4,685
(B71%) {8.022) {8,719) {8,022
29,311 {2,817} 21,211 {2,817
239,478 161,038 133,656 97,385
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CASH FLOW STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006

Cash flows from operating activities

Raceipts from customers {inclasive of goods and services lax)

Notes

Payrments to suppliers and employess {inclusive of goods and services @x)

Cash generated From operations

Recaipt from nsurance claim

Dividends received

Interest received

Interest and athar finance cosls paid

Income taxes paid

Net cash infiow from operating activitias
Cash flows from vesting activities

Payements for available-for-sale financial assels

Payment for acquisition of businesses

Payments for properly, plant and squipment

Proceeds from sale of property, plant and equipment

Net cash outflow from investing activities
Cash flows from financing activities

Proceeds from issue of shares, net of

transaclicn cosis

Proceeds from borrowings

Repayrent of borrowings

Dividends paid

Net cash infiow from financing activities
Net increase in cash held

Cash at the beginning of the financial year

Cash at the end of the financial year

41

31 {a)

CONSOLIDATED PARENT ENTITY

2606 2005 2006 2005

5000 $900 $'000 $'000
1,288,278 1,174,809 - -
{1,250,349)  {1,140,423) - -
35,930 34 485 - -
2,297 ; B, B
843 785 - B
748 226 - -
(13,810 {11,809) - -
(7,179 {6,280} - -
18,835 17,408 - -
(@1) {1,172} - -
(47,140 (13,184) - -
(28,220} (24,624) - -
44 864 2,581 - -
(587 {26,399} - -
25,568 - - -
13,000 22,000 - B
- (3,000 - -
(6,447) (3.337) - -
32,122 5,663 - -
50,370 6,572 - -
4,494 (2,178} - -
54,864 4,494 - -

The above cash flow statements should be read in conjunction with the accompanyling nofes.



A.P. EAGERS LIMITED

NGQTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
31 DECEMBER 2006

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
{a} Basis of preparation

This general purpose financial report has been prepared in accordance with Australian equivalents to International Finansial Reporting
Standards (AIFRS), olher authoritative pronouncements of the Australian Accourting Standards Board, Austradian Accounting Interprelations
aryt the Corporations Act 2001,

Compiiance with (FRS

The financial report complies with Australian Accoonting Standards, which include AIFRS. Compliance with AIFRS ensures hat the financial
regort, comprizing the financial statermenls and notes thereto, complies with Internaticnal Financial Reporting Siandards (1FRS), with the
axception of cerfain of the disclosures contained in AASE 132: Financial Instruments - Presentation and Disclosure for the parent entity.

Adoption of new and revised Accounting Standards
Ity the current vear, the Group has adopied all of the new and revised Standards and interpretations ssed by the Australian Accounting
Standards Board (the AASB) that are relevant to its operations and effective for the cureent annual reporting perfod. The adoptions of these new
and revised Standards and Interpretations has resulted in changes to the Group's accounting policies in the following areas that have affected
the amounts reported for the clsrent or prior years:

- investments classified as at fair valie through profit o loss (AASS 2005-04 'Amendments to Aostralian Accounting Standards'); and

- financial guarantes contracts {AASE 2005-08 'Amendments to Australian Accourting Standards”.

The impact of these changes in sccounting polisies is discussed in detall later in this note.
The impact on basic and diluted eamings per share is not material.

Ad the date of aulhorization of the fingncial repord, the following Standards and Interpretations were in issus but not yat effective;
- AASB T ‘Financial Instruments: Disclosures® and consequential amendmen Effective for annual reporting periods beginring

to other asoouinting standards resulting from its jssus an of after 1 January 2007
- AASE 101 ‘Presentation of Financial Statements’ - revised standad Effective for annual reporting periods beginring
on of after 1 January 2007
- interpredation 10 ‘Interim Financial Reporling and lmpalmrment’ Effective for annual reporting periods baginring
on o after 1 Novernber 2008
- AASE B 'Operating Sagments” Effactive for annual reporting periods baginring

on or afler 1 January 2009

The direciors anticipate that the adoption of these Standands and Interpredations in fuldre periods will have no matesial financial impact on the
financial staternents of the company or the Groap. The circumstances addressed by Interpretation 10, which protibits the reversat of certain
impairment logses, do net affect sither the company's or the Group's previously reported results and accordingly, there witl be no impact {o
thase financial staternents on adoption of the Interpretation.

The application of AASB 101 {revised), AASB 7 and AASE 2005-10 will not affect any of the amounts recognised in the financial statemenis,
but wilt change the disclosures presently made in relation to the company's and the Group's financial mstruments and the objectives, policies
and processes for managing capital.

These Standards and Interprelations will be first applied in the financial report of the Group that relales 1o the annual reporking period beginning
after the effective date of esach pronouncement, which wil be the compary's annual reporting pericd beginning on 1 January 2007,

Limitation of ability to designate financial assets and financiaf Habilittes through profit or loss

The Alstralian Accoonting Standards Board (AASET released AASE 2005-4 "Amendmenis to Austraian Accounting Standards’ in June 2005,
AASE 2005-4 amends AASE 139 'Financial Instruments: Recogrition and Measurement” by Brriting the abiity of entities to designate any
financial asset or financial liabiky as 'ad fair value through profil or loss”,

Financial assets that can no fonger be desighated as at fair value through profit or loss’ are now classified into either loans and regeivables,
held-to-maturity investments or availatie-for-sale invesiments, as appropriate, and measured at amortised cost or at fair value with changes in
fair vaise recognised in equity, according to their dassification. Finaneial llabifities that can no longer be designated as "al fair value through
profit or loss' are classified as 'other financial Habilities and measwred at amortised cost. Although ondinarily the designation of a financial
aguget ay available-for-sale is made on initial recognition, the transitional provisions of the Standard allow such designation to be made on the
date of de-designation (1 January 2005).

The changes infroduced iy AASE 2005-4 are apphed by the Group with effect from the beginning of the comparative reporiing period presenied
in this financial report {i.e., with effec from 1 January 2005). The amendments are made in accordance with the transitional

prevvigions of AASE 2005-4 and resuits in listed shares held by the Group with a carmying value at 1 January 2005 (the date of de-designation)
of $4,58%,000 {company: $nif) that were previously designated as "al fair value through profit or loss® being reclassified as avallable-for-sale

investrments, Fair valise movernents post 1 January 2005 are recognised direstly in the investments revalugtion reserve in accordance with
rote 1{m.

The impact of this reclassification is that, in the Group's financial staternents, profil for the year ended 318t December 2005 decreased by
$626,000 {net of tax) {company: $nil} and gains recognised in the invesimants revaluation reserve for the year ended 31 December 2008
increased by $626,000 (net of tax) (company: $nil) from that which wag reported in the annual financial report for that comparative year,
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NGQTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
31 DECEMBER 2006

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Adoption of new and revised Accounting Standards {continuad)

Agcounting for financial guarantee contracts

The AASB released AASE 2008-3 'Amendments to Australian Accounting Standards' in Septernber 2005, AASB 2005-9 amends AASB 139
Financial Instruments: Recognition and Measurement' to require certain financial guarantee contrasts to be recognised in accordance with
AASE 132 and measured initizlly at their fair values, and subsequently measured at the higher of the amount recognised as a provision and
the amournt initially recognised less comidative amoriisalion in accordance with the revenue recognition policies described in note Hd),

The changes inreduced by AASE 2005-9 are applied by the Group with effect from the beginning of the comparative reposiing period presented
in this financial report {L.e., with effect from 1 January 2008), The Group is a party 1o a financial guarantee contract whers an entity in the

Sroup has provided a financial guaraniee to a bank in respect of an entity external to the A P. Eagers Limited group. AP, Eagers Limited {ihe
company) is also party {o a deed of oross guarantes with other entilies in the group. The nature of the desd of cross guarankee is such that
agch cammpany wibch is party to the deesd guaraniess, to each craditor, payment in il of any debt in acoordance with the deed of aross
glarares.

The application of these amendments results in such financial guaranise contracts now being recogrised and measwred at the higher of the
best estimate of the expenditure required ta settle the obligation and the arnount intially recogrised less, where approptiate, curnldative
arnortisation.

No matesial adiustment was required in the separate financial staternents of the company (o recognise the financial guarantes liabikty
associated with ifs exposure under the deed of cross guarantee,

Historical cost convention
These financial staternents have been prepared Lnder the historical cost convention, as modified by the revatuation of financial assets to fair
value, derivatives and certain classes of property, plant and equiprent.

Functional and Presentation Currency
The funclional and presentation currency of both the parent entity and the Group is the Australian Doltar,

{B) Principles of consolidation

{fy Subsicfamos

The conschdated financial statements incorporate the assels and lablitles of ail subsidiaries of AP, Eagers Limited (the 'company’ or 'panend
antity’) as al 31 Decembar 2008 and the resydts of all subsidiaries for the year then ended. AP, Eagers Limiled and its subsidiaries logether
are referred o in this financial report as the 'Group® or the ‘consolidated enlity’.

Subsidiaries are all those entities over which the Group hag the power to govern the financial and operating policies, generally secompanying a
shareholding of more than cne-haif of the voling righis. The exdstence and effect of polential voting rights that are currently exercisable or
convertible are considered when assessing whether the Grodp controls another entity.

Subsidiaries are fully conschdated from the dale on which centrol is fransferred to the Group. They are de-consolidated from the date that
control ceases,

The purchase method of accounting is used o account for the acquisition of subsidisries by the Group (refer to note 1R,

Intercompany transactions, balances and urrealised gains on transactions baetween Group companies are efiminated. Unreatised iosses are
also eliminated uniess the transaction provides evidence of impairment of the assel fransferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the policies adopted by the Group.

fiiy Assoriatos

Assoriates are all snlilies over which the Group has significant influence but not controt, generally accompanying & shareholding of belween
20% and 50% of the voling rights. Investrments in associates are accountad for in the parent entity financial stalements using the cost method
and in the consotidated financiat statements using the aequity method of accounting, after initially being recognised at cost. The Group's
investrment in associates includes goodwit! {ned of any accumulated impairment less) identified on acquisition.

The Groug's share of il associates’ posl-acquisiton profits or losses is recognised in the income statement, and its share of post-aceuisition
Movemnents in 1eserves is recognised in reserves. The cumulative post-acquisition movermnents are adjosted against the carrying amount of the
investrnent. Dividends receivable from associates are recognised in the parent entity's incorme statement, while in the consolidated financial
staternents they reduse the carrying amount of the nvestment.

Whan the Group's share of losses in an associate squals of exceeds its interest in the associate, including any other unsecured recelvables,
the Group does not recognise further losses, unless it has incurred obfigations o made payments on behalf of the associate.

Unreatised gaing on transactions hetween the Group and its associates are sliminated 10 the extent of the Group's interest in the associates.
Unreglised losses are also eliminated Lndess the trangaction provides evidence of impairment of the assel fransferred. Accounting policies of
assotiates have been changed where necessary to enslye consistency with the policies adopted by the Group.
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NGQTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

31 DECEMBER 2006 {continued)}

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (vontinued)

{c} Segment reporting

A business segment iz a group of assets and cperations engaged in providing products oF seevices thal are subject to rlsks and returns that
are different to those of cther business segments. A geograghical segment is engaged in providing producs or services within a paricutar
agonornmic environment and is subject fo risks and retwns that are different from those of segments operaling in olher economic anvironmenis.
{d) Revenue

(i} Sates revenue

Revenue from the sales of motor vehicles and parts is recoghised when the buyer has accepted the risks and rewards of ownership by taking
dadivery of the goods.

{if} Service rovenie
Service work on gusiomers’ motor vehicies is carded ow under instructions from the customer, Service revenue is recognised baged upon
the percentage completion of the work requested. The percentage complelion is measured by reference fo labowr hours incurred o date as
a perceniage of estimated todal labour hours for the service to be performed. Revenue arising from the sale of parts filted to custorners'
wehicles during service is recoghised upon detivery of the fited parts to the cusiomer upon cormpletion of the service.
{iii} Rardal income
Rental income from cperating leases is recogrisad in income on a straight-line basis over the lease term
{iv} fnterest revenue
Interest revenue is recognised on a lime proportional basis, taking into ancount the effective interast rates applinabis to the financial assets,
v} Dividend revenue
Divicetnd ravernue is recognised when the right to receive a dividend has been established.
Dividends received from associates are aceounted for in accordance with the equity melhod of accounting In the consoiidated financial statements,
{vi} Goods and Services Tax {G5T}
Al revenue is staled net of the amocunt of Goods and Services Tax (GST).
{e} Finance costs
Borrowing costs are recognised as expenses in the period in which they are incurred. Borrowing cosis include:

- interest on bank overdrafts, short and long-term borrowings

- iterest on new vehicle bailmen! arrangements

- arortisation of ancillary costs incurred in connection with the arangement of borrowings

{f) Taxes

{iy ficome tax

The income lax expense of revende for the period is {he tax payable on the current period's taxable income based on the current intome tax
rate adjasted by changes in deferred tax assets and liabities attribulable to termporary differences between the {ax bases of aseels and
ligbilities and their carrying amodnts in the financial statements, and to unused tax losses.

Deforred lax asseds and liabiities are recognised for temporary differences al the tax rates expected (o apply when the assels am recoversd of
ligbilties are setfled, based on current tax rates, The relevant tax rales are applied to the cumuiative amounts of deductible and taxabie
ternporary differences to measdre the deferred tax asset o Bability. An exceplion is made for certain lemporary differences arising from the
initial recogrition of an asset or a liability. No deferred tax asset or liability is recognissd in relation to these temporary differences if they arose
in & transaction, clher than a business cambination, that at the time of the transaction did not affect either accounting profit or taxable profit or
lyss.
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1. SUMMARY OF SiGNIFICANT ACCOUNTING POLICIES (vontirued)
{f) Taxes {continued)

Detferred lax assels are recognised for deductible temporary differences and unused tax losses only if it is probable thal future taxable
amouns will be available to utilise these femporary diferences and losses.

Deferred 1ax liabiities and assets are not recognised for temporary differences between the sarrying amount and tax bases of investroents in
controtied enlities where the parent entity is able to control the timing of the reversal of the ternporary differences and it is probable that the
differences will not reverse in the foresesabie foture.

Curren! and deferred tax balanses attributable to amounts recognised directly in equity are also recognised direatly in equity.

{ii} Tax consolidation fegisiation

AP Eagers Limited and its wholly-owned subsidiaries implemented the {ax consolidation legislation as of 1 January 2003, AP Eagers
Lirited, as the head enlity in the tax consolidated group, recognises curment (ax amounts and deferred tax orfginating from available tax
losses of subsidiaries, in addition to the current and deferred tax amounts arising in relation to its own transactions, events and balances,
Amounts recelvable or payable under & tax sharing and a tax funding agreement with the tax consolidated entiies are recognised as
intarcompany balances.

{i} Goods and services lax ("GST
Revenuas, expanses and assets are recognised net of the amount of GST axcept:
- whese the GST incurred on a purchase of goods and services is not recoverable from the taxation authority, In which case the GST is
recognised as part of the cost of acquisition of the aeset o as part of the expense item as applicable; and
- moelvables and payables are stated with the amount of GST incleded.

The net amount of GST recoverable fram, or payable to, the taxation authority is included as part of receivables or payables in the balance
shiaet.

Cash flows are included in the Cash Flow Staterments on a gross basis and the GST component of cash Aows arising from investing and
finaneing sctivities, which is recoverable from or payable {o the taxation suthority, are classified as operating cash flows.

Commitments and contingencies are disclosed ned of the amount of GET recoverable from, or payable to, the {axation authority.
{g) Leases

Leases irs which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as operating leases.
Payrments made under operating jeases {nel of any incentives received from the lessor) are charged Lo the income statement on a straight-line
basis over the period of the iease.

{h) Business Combinations

The purchass mathod of accounting is used for all business combinations regardiess of whether equily instruments or oiher assets are
goylired, Cost s measured as the fair value of the assels acquired, shares issued or fiabilites incurred or assumed at the date of exchange
plus costs diregtly attributable to the acquisition, YWhere equily instruments are issued in an acquisition, the value of the instruments is their
puitished marke! price as at the date of exchange unless, in rare circemstances, it can be demonstrated that the published price at the date

of exchange is an unreliable indicator of fair value and that other evidence and vakalion methods provide a more refiable measure of fair value,
Transaction cosls arising on the issue of equity insiruments arerecognised directly in eguity.

|dentifiable assets acquired and liabiities and cortingent atilities assumead in a business combination are measured initially at thekr fair
values at the acquisition date, irrespective of the extent of any minority inlerest. The excess of the cost of acruisition over the fair value of the
Groupr's share of the identifiable nel assels acquired is recorded as goodwill (refer to note 14q3). 1f the cost of acquisition is loss than the fair
value of the ned assels of the subsidiary acquired, the difference is recoghised directly in the income staterment but only after a reassessment
af the identification and measurement of the net assets gaguired.

Where settlement of any part of cash consideraiion is deferred, the amounts payatls in the fotire are discounted to their present valbes as at
the date of acquisition. The discount rate used is the incremental borrowing rate, being the rate at which a simitar borrowing could be obtained
from an independent financier under comparable tenms and conditions,
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (vontinued)
{# Impairment of assets

Asgets thal have an indefinite useful life are not subject to amortisation and are tested annuaily for impairment. Assets that are subjec! to
amortisation are reviewed for Impairment whenever events of changes in circumstances indicale that the carrying amount may not be
recoverable, An impairment loss is recognised for the amount by which the assel's carrying amount excesds #s recoverable amount, The
recoverable amount is the tigher of an asset's fair value less costs tosell and its value in use. For the purposes of assessing impairment,
asgets are grouped at the fowest levels for which there are separately identifiable cash flows {cash-generaling units) and these cash flows are
discountad using the weighted average cost of capital. An impairment loss is recognised in the profit and loss immedialely, unfess the relevant
aaget is carrded at fair value, in which case the impairment loss is reated as a revaluation decrease (refer Note 1(p)). Where an impairment
loss subsequently reverses, the carrying amount of the assel {(cash-generating unit} is increased to the revised esiimate of its recoveratie
amaodrd, but only o the extent that the increased carying amount does not exceard the carrying amodnt that would have been detarmined had
o impairment losses been recognised for the agsset (sash-generaling uril) in prior years. A reversal of an impairment loss is recognised in the
profit and loss immedialely, unfess the relevant asset s carried at fair vatue, in which case, the reversal of the impairment loss is treated as a
revaiuation ncreace{rafer Note Hph.

{f Cash and cash squivalants

Cash and cash equivalents inclade cash on hand, deposils held at calf with financial instilutions, clher short-term, highly liquid investments
with original maturities of three months or fess thal are readily convertible to known amounts of cash and which are subject to an insignificant
risk of changes in value, and bank overdrafts, Bank overdrafis are shown wilhin borrowings in current Babilities on the balance shoeet,

)} Receivables

Trade receivables
Trade recelvables are recognised initially af fair value and subsequently measured at amortised cost, less provision for doubtfud debls. Trade
receivabies are due for setflerment ne more than 30 days from the date of recognition,

Collectability is reviewed on an ongeing basis. Debis which are known to be uncoliectible are writlen off. A provision for doubtitd debls is raised
whers some doubt as to colleciability edsts. The amount of the provision is the difference between the asset’s carrying amolint and the
precen value of estimated futlre cash fiows, dscountad at the effective inlerest rate. The amount of the provision is recognised in the incoma
statement.

{f} Inventories

New mokor veticles are stated al the lower of cost and net realisatle value, Demonstrator vehicles are written down to ned realisable valde.
Costs are gssigned on the basis of specific identification.

Used motor vehicies ane staled al the Jower of cost and nel realisable value on a unit by unit basis. Net realisable value has been determined
by reference o the likely net realisable value given the age of the vehicles at year end. Costs are assigned on the basis of specific
idaritification.

Spare parts and accessories are stated at the lower of cost and net realisable value. Costs are assigned to individua iterns on the bagis of
weighted average cosl.

Work in progress is stated at cost. Cost includes labowr incurred to date and consumables ulilised during the serdoe, Costs are assigned to
individual customers on the basks of specific identification.

{m) Investments and other financial assets

The group classifies its investments or cther financial assets in the following categories: {f) available-for-sale financial assets and (i} leans and
receivabies. The classification depends on the purpose for which the investmenis or other financial gssets were acguined. Management
detesrmines the classification of its investments at initial recogrition and re-evaluates this designation at each reporting date.

{1} Avaflable-for-sale financial assels

Avaiiable-for-sale financial assets, comprising principally marketable equity securities, are non-derivatives that are either designated in this
category of not classified i any of the other categories. They are included in non-curent {8 unless management infends to dispose of the
investrment within 12 months of the balance date.

Purchases and sales of investrments are recognised on the trade-date being the date on which the Group commils {o purchase or seil the
asget. nvestments are indially recognised at fair value plus lransaction costs. Financial assels are derecognised when the rights to receive
cash flows from the financial assets have expired or have been transferred and the Group has fransferred substantially ail the risks and
rewards of cwnership.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [continuad)
{m) Investments and other financial assets (continued)

Avatiable-for-sale financial assets are subseguently carvied at fair value. Loans and receivables and held-to-maturity investments are carried at
amortised cost using the effective inlersst method,

Unrealised gains and osses arlsing from changes in the fair value of non-monetary securities classified as available-for-sale are recognised in
equity in the available-for-sale investments revaluation reserve. When securities classified as available-for-sale are sold or impaired, the
sccumulated fair value adjusiments are included in the income staterment as gains and losses from the sake or impairment of nvestment
seeurities.

The fair values of quoted investrnents are based on curvent bid prices. If the markel for a financial asset is not active (and for unlisted
securities), the Group establishes fair value by using valuation techniques. These include reference to the fair valoes of recent arrm's length
transactions, involving the same nstruments or other inslruments that are substantially the sarme, discounted cash flow analysis, and pricing
modeis to reflect the issuer's specific circumstances.

The Group assesses at each balance whether there is objeclive evidence that a financial assed or group of financial assets is impaired. in the
cage of equity securiies classified as available-for-sale, a significant or profenged dacline in fair value of a security below its cost is considered
in deterenining whedher the security is impaired, If any such evidence exists for avaiiable-for-sate financial assels, the cumulative loss -
measired as the difference belween the acquisilion cost and the current fair value, less any impairment joss on that financial asset previousiy
recognised in profit and loss - is removed from equity and recognised in the income statement,

(i} Loane and receivables

Loans and receivables are non dervalive inancial assets wilh fixed or determinable payments that are not quoted in an active markel, They
arise when the Group provides money, goods or services directly {o a debtor with no intention of selfing the receivable. They are inciuded in
current asseds, excepd for those with maturities greater than 12 months after the balance sheet date which are classified as non-curent
asgets. Loans and recelvables are incladed in receivables in the balance sheet {noles 8 and 12)

{n) Fair valuze estimation
The fair value of finandial assels and financial Babilities must be estimated for recogrition and measurement o For disclosure pUMpoSes.

The fair value of financial inslruments traded in aclive markets (sech as pobdicly fraded derfvatives and avaliabie-for-sale securities) is based on
quoted market prices at the talance shee! date. The quoted marked price used for financial assets held by the Group is the carrent bid price.

The fair value of financial insiruments that are not traded in an active market is determined using valualion lechnigques. The Group uses a
varisty of methods and makes assumptions that are based on marke! conditions esisting at each balance date. Quoted market prices or
deater quotes for similar instriments are used for long-term debd instruments held. Other lechniques, such as estimated discounted cash
flows, are used to delermine fair value for the remaining financial instruments. The fair value of interest rate swaps is determined based on
marked expectalions of fulure interest rates.

The nominal value less estimated credit adjusirments of frade receivables and payables are assumed to approdmate their Fair values. The fair
value of financial liabifties for disciosure purposes is estimated by discounting the future contractual cash flows al the current market interest
rates that is avaiiatie to the Group for shmilar financial instruments.

{6) Derlvatives

Derivalives are recognised at their fair value at each reporting date. The method of recognising the resulting gain or loss depends on whether
the dervalive is designed as a hedging instrument, and i so, {he nature of the item being hedged. The Group designates certain derivatives as
hedges of exposdre to variatility in cash flows, which inclodes hedges for highly probable forecast transactions {cash flow hedges).

The Group doctments at the inceplion of the transaction the melationship between hedging nstrumenis and hedged fems, as well as iis risk
rmanagement objective and sirategy for undertaking various hedge transactions. The Group also docurments its assessments, both at hedge
ingeption and on an ongoing basis, of whether the derivatives {hat are used in hedging transactions have been and will continue to be highly
affective in offsatting changes i fair vaklees or cash flows of hedged iterms. Refer further detalls in Nole 14,

{iy Cash fiow hedge

The change in the fair vaiue from remeasuring derivalives that are designated and qualify as cash flow hedges is deferred in equity as a
hedging reserve, to the extend that the hedge is effective, and rmeclassified into profit and loss when the hedge inferest expense is recognised.
The ineffeclive porlion is recognised in the Income staterment immediataly.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (vontinued)
{p) Property, plant and squipment

Land and buildings are shown al fair value, based on annual assessment by the directors supported by periodic, but at least fiennial,
valuations by extemal independent valuers, fess subsequent deprecialion for buildings. Any accumuiated depreciation at the dale of revaluation
is sliminated against the gross carrying amount of the assel and the net amount is restated to the revalued amoun! of the asset. Al other
properly, plant and equipment is staled al historical cost less acowrmated depreciation and impairment losses. Historical cost includes
axpenditure that is directly atiributable to the acquisition of the Hems.

Subsequent costs are included in the asset's carrying amount of recoghised as & separate assel, as approgriate, only when i{ is probable that
future economic bensfits associaled with (he item will flow to the Group and the cost of the ftem can be measured reliably, Al other repairs
and maintenance are charged to the income statement during the financial period in which they are incurred,

Inoreases in the carrying armounts arising on revalugtion of 1and and bulldings are credited to property, plant and equipment revaluation reserve in
shareholders' equity. To the extent that the increase reverses a decrease previously recognised in profit or toss, the increase s first

recognised in profit and loss. Decreases that reverse previous increases of the same asset are first charged against revaluation reserves

directly in equity to the extent of the remaining reserve attributable fo the asset; all other decreases are charged o the income statement,

Land s not depreciated. Depreciation on other agsels is calotlaten tging the steaight line methad to allocate thelr cost or revalued amounis,
rieat of their residual valies, over their estimated ussebul lives, as follows:

- Buildings 40 years
- Plant & equipment 3- 15 years

The ossel's residual valdes and Lseful lives are reviewsd, and adjusted if appropriate, al sach balance sheet date.

An assel's carrying amount i wiitten down irmmediately (o is recoverable armount if the assel's carrying amount is greater than #s estimated
racoverable amotrt (note (0.

Gains and losses on disposals are determined by comparing proceeds with carrying amounts, These are insluded in the income statement.
Wheh revalled assats are sold, it is Group policy to transfer the amounts included in the asset revaluation reserve in respect of those assets
ta redained earmings.

The cost of improvernents to or on keasehold properties is amortised over the unexpired period of the lsagse or the estirmated useful ife of the
improverrsnl, whichever is the shorter.

The make good provision is capitalised as feasshold improvemeants and amortised over the lerm of the lease,
{q) Soodwill

Soodwill represents the excess of the cost of an acquisition over the fair vaite of the Group's share of the net identifiable assets of the
acyluired subsidiary, associate or business al the date of acquisition. Goodwill on actuisition of subsidiaries and businesses is included in
intangible assets. Goodwill on acguisition of associates is incladed in investment in associates. Goodwill acqglired in business combinations
is not amortised. inslead, goodwill is tested for impairment annually, or more frequently if events or changes i drcumstances indicate that it
might be impaired, and is carrded al cost less accumidated impairment losses. Gains and losses on the dispasal of an antity include the
carrying amount of goodwill relating to the entity sold,

Gaodgwill i allocated to cash-generating units for the purpose of impalrment testing. {refer note 17{a)

{r) Trade and other payabies

These amounts represent liabiiities for goods and services provided to the Group prior to the end of the financial year which are unpaid. The
armounis are Unsecured and are usually paid within 30 days of recognition. They are recognised initially at the fair value of what is expected to
be paid, and subsequently at amorlised cost,

{s} Borrowings

Borrowings are initially recognised at fair value nel of lransaction costs incurred, Borrowings are subsequently measured at amortised cost.
Any differenca between the proceeds (net of ransaction costs) and the redemption amount is recognised in the income statemant over the

pariort of the borrowings using the effective derest method,

Borrowings are classified as current fabilities unless the Group has an unoondiional right to defer settierment of the liability for at least 12
raonths afier the balance sheet dale.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (vontinued)
{£) New miotor vehicle stock and related bai#ment

Motor vehicles secured under baiiment plans are provided to the Group under bailment agreements between the floor plan loan providers and
entities within the Group. The Group obtains title to the vehicles immediately prior {0 sale. Motor vehicles financed under baifment plans held
by the Group are recognised as irading stock with the corresponding lability shown as cwing to the finance providar,

{u) Provisions

Provigions are recogrised when the Group has a present obligation {legal or constructive) as a resuli of a past event, it is probable that the
Group will be regiired to setilke the obligation, and a reliable estimate can be made of the amount of ihe obligation. The armount recognised as
a provision is the best estimate {aking inte account the risks and uncertainties suveunding the obfigation,

Erovision for Warranties

Prowvigion is made for the estimated ciaims in respect of extended warranties provided on the majority of the Group's relail used vehicle
sales. These claims are expected 1o seffle in the next financial year bit some may be extended into the folfowing year i claims are made
late iy the warranty petiod.

{v} Employee benafits

(i} Wages, salarios, annual leave and sick leave

Liabilities for wages and salaries, inclading nor-moneiary benefits, and annual lsave are recognised in other payables in respact of employeas’
services up to the reporting date and are measured at the amounis expected to be paid when the labilities are settied. Liabdities for non-
Focumulating sick leave are recognised when the leave is taken and measured al the rates paid or payable.

fii} Long sendoe feave

The Hability for fong service leave expected 1o be selfled within 12 months from {he reporting date is recognised in the provision for smployes
banefits anrt is measured in accordance with (i) above. The liability for long service lsave expected to be settied more than 12 months from the
reporting date is recognised in the provision for employee entifernents and measured as the present value of expected fuiure payments to be
macte it respect of services provided by emgloyees up to the reporting date. Consideration is given to expected fiture woge and salary levels,
axperience of employer departures and periods of service, Expected future payments are measured at the present value of the estimated cash
atfiow.

(i} Share hased paymants

The Group provides benefits to selected employses in the form of 2 Share incentive Plarn. The relevant amplovaes gre deemed ta provide
services to the Group in exchange for shares. The cost of these equity-seliied iransactions is measured by reference to the fair value of the
eqty instruments al the date that they are granded. The falr value is determined using an option pricing model {see Note 2(v} for details of the
calculation). 11y valuing the performance rights, no acceunt has been taken of the non-market performance conditions, these are assessed at
each reporting date to delerming the namber of performance rights expecied to vest, and the necessary adjustments made. The fair value of
the share based payment is recognised over the relavant vesting perdod as an expense, with a cotresponding increase in equity.

FParformanee fghts granted affer 7 Novernber 2002 and vested after | January 2008

The fair value of performance rights granted under the Share Incentive Plan is recogised as an employee benefit expense with a
corresponding increass in equity. The fair value is measured at grant date and recognised over the period during which the chief exescutive
officer becomes unconditionally entited to the performance rights.

The fair value at grant date is independently determined using a Black-Scholkes pricing modsl that takes into gaccount the teem of the
par{ormance rights, the vesting and performance criteria, the impact of ditution, the non-tradeable nature of the performance rights, the share
price at the grant date and expected price volatility of the underlying share, the expected dividend vield and the risk-fres interest rate for the
tarym of the perforrmance rights,

The fair value of the perormance righls granted excludes the impact of any non-market vesting conditions {for exampla, profitabiity and sales
growth targets). Non-marke! vesting conditions are included in assurnptions about the number of perfonmance rights that are expected {o vesl
Ad sach balance date, the entily revises its estimate of the number of rights that are espected to vest. The employee benefit expense
recognised each period takes inte socount the most recent estimate.

Upon the vesting of performance rights, the batance of the share-based payments reserve refating to those rights is fransferred to the vested
perdormance rghs reserve. note 28{a)

{w} Dividends

Provigion is made for the amount of any dividend dedlared on o before the end of the year but niot distritoted al balance date.



A.P. EAGERS LIMITED

NGTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
31 DECEMBER 2006 {continued)}

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [continued)
{x} Earnings per share
{i} Basic eamings per share

Basic earnings per shane is caloulated by dividing the profit atiributable to equity hiolders of the company, excluding any costs of servicing
eqguity other than ordinary shares, by the weighted average number of crdinary shares oulstanding during the financial year, adjusted for bornius
alernens in ordinary shares issued during the year.

iy Dhluted earnings per share

Difufed earmings per share adjusts the figures used in the determination of bagic earnings per share o take into account the after income tax
effect of interest and other financing costs associated with dilutive polential ordinary shares and the weighted average number of shares
assumed to have been issued for no consideration in relation to dilutive potertial ordinary shares.

{y} Change in Accounting Policy

The first fime adoption of the revised AASE 139: "Financial investrments - Recognition and Measarement” which, effective for accounting
pertods on or after T January 2008, has Smited the use of the category of financial assets "Held at fair value through profit or toss®. The
requirerments for using the classification of financial asseds "held at fair value through profit or foss® under the revised standard are not met
resuiting in & change in accounting policy in the current year. This resulied in the reclassification of financial assels held at “fair value through
prefit or logs” (o "Available-for-sate financial assets”. The impacl of this reclassification is the reversal of the accounting trealment adopted in
2005 resuliing in the reclagsification of $2,913,000 {nel of tax) from retained profits al 1 January 2008 (o the “Available-for-sale fnvestment
Revaluation Reserve” and $626,000 {net of tax) from net profit in 2005 to the "Available-for-sale Revaluation reserve”,

CONSOLIDATED
20405
$'904
{iy Frior Year Mel Profil Attibuiable Lo fdembers
Net profit as previously reporied 13,924
Transfer to Avaitable-for-sale Investrnent Revaiuation Reserve on adeption of
revizad AASE 138 Financial inslruments - Recognition and Measurament {626}
Restabed net profit 13,208
fify Prior Year Relained Profifs
Retained profits at the beginning of the financial year as previously reported 33,347
Transfer to Avaitable - for - sale Investmen!t Revaluation Reserve on adoption of revised
AASE 138 Financiab investments - Recoghition and Maasurement {2,013}
Restated retained profits at the beginming of the financial year 30,434
Met profit attributable to members {ses (§) above) 13,288
Net transfers fromi(to) reserves 344
Dividernds paid or payable {8,022}
Restaled retained profits at the end of the financial year 36,064

fi] Prior Year Available-for- Safe imvesimen! Revaluation Reserves
Reserves at the beginning of the financial period as previously reported -

Transfer to Avaiable-for-saie Investrmen] Revaluation Reserve on adoption
of revised AASE 138 : Financial instruments - Recognition and Measurament 2,913

Restated reserves al the beginning of the financial period 2913

Transfer to Avaitable-for-sale Investrnent Revaiuation Reserve on adoption
of revised AASE 133 : Financial instruments - Recognition and Measurement 625

Reserves at the end of the financial period 3,539

{2} Rounding of Amounts

The company is of a kind referred to in Class Order BB/0100, issued by the Australian Becurities and Investments Commission, relating to the
"rounding off” of amolnts in the financial report. Amounts in the financial report have been rounded off in accordance with that Class Order to
the nearest thousand dofiars, or in cerlain cases, to the nearest doliar.



A.P. EAGERS LIMITED

NGTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
31 DECEMBER 2006 {continued)}

2. CRITICAL ACCOUNRTIKRG ESTIMATES AND JUDGEMENTS
{a} Criticai accounting estimates and assumptions

Estimates and the judgements are continually evaldated and are based oh historical experience and other factors, including expectations of
future svents that may have a financial impact on the Group and that are believed ta be reascnable under the croumstances.

The group makes estimates and assumplions concerning the fiture. The resalting accounting estimates will, by definition, seldom equal to the
refated aciual resulis. The estimates and assumplions that have a significant risk of causing & matenal adjustment {o the carrying amounis of
aazets and labilites are discussed below.

fiiEstimated impairment of goodwilt

Soodwill with a carrying value of $28,403,000 {2005: $23,131,000) is tested annoally for impairment, based on estimates made by the
directors, The recoverable amount of the goodwill is based on ‘Fair value less costs to sell’ which is estimated annually by the direciors based
on their knowledge of the industry and recent market transactions. The directors consider that the recent market trangactions on which they
bage thelr vatuation of the recoverable amounts are indicative of the recoverable amount of each cash generating unit fo which the goodwill has
been aliocated, Further information on the goodwidl! impairment test can be found in nole 17(a).

fiiy Fair value estimation of fand and buitdings

Land and buildings with & carrying value of $212,943,0600 (2005 $162,472,000) are carded al valuation. This Fair value is determined by an
independent qualified vatuer at least svery three vears wilh an informal marke! assessment being received in the intervening years to support
that the current carrying value approximates the fair value.

{i] Frovisions for warrantiss

A provigion for warranties of 31,112,000 {2005: $1,062,000) has baen recognised for extended warranties provided for the Group's retail new
and used vehicle sales. This provision has been eslimaled based on past experience and confirmation of fuiure costs by the administrator of
the: warranty programene.

{iv) Share based payments

The Group operales a 'Performance Rights’ compensation scheme for its Chief Executive Officer. The fair value of these performance rights is
calculated on grant date, and recognised over the period lo vesting. The fair valie has been caloutaled using an option pricing modet and s
based on numerous variaties, many of which are estimated. Included in these estimations are the following:

- Share price growth, reinvestment of dividends and adjostment for capital changes over the period, These have baen estimated based on g
bagket of similar peer group companias,

- Volatility. This has been based on historical expernence that is commensurate with the expected He of the performance rights, and weekly
absarvations of historical volatility. The volatility has been estimated at 20 %.

- Expected life has been estimated bebwaen grant dale and vesting date for each Wranche, and ranges betwesn 1.5 years and 5.4 years.

- Rizk free interes] rale has been derived as the implied yield on & zero coupon Austraian government bond with: a fife similar to the
performance right, expressed as a continually compounded rale. The risk free rate has been estimaled between 5.08% and 5.02% {varies
batween tranches).

- Dividend yield is based on the dividend expected for the Group's shares, expressed as a continually compounded percentage of the future
share price, and has been estimated al 4.88%.

The fair value of the performance righls has been estimated as $2,309,000 (2005 -$2,308,000) in lokal, with a cumemulative expense being
recognised at 31 December 2006 of $1,262,074 {2005 - $420,621). Al this stage it is expected that )l of the performance rights wilk vest,

fv} Esfimation of make good provisions

An amount of $1,500,000 has been estimated in respect of g lsased property for any expenditure incurred o restore the property back o #s
ofigingl state. The lease has approdimately 15 years {o run at batance dale, and a bank guarantes has been given for the $1,500,000
recognised. in lerms of the iease, this amount will be indexed and will increase in the fulure, therefore it is the maximum estimate of what
wolld be payabie today,

{B) Critical Judgemants
Tnere were 1o oritical judgements in applying the Group's accounting policies during the curent financial year,
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NGQTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
31 DECEMBER 2006 {continued)

3. REVENUE
CONSOLIDATED PARENT ENTITY
2606 2005 2006 2045
$'000 59949 $'000 $'000
Bales revenusa
Sale of goods 1,114,438 1,019,264 - -
Services 553,805 51,200 - -

1,170,243 1,070,464 - -

Other revenue

Reants 733 323 - -
Interest Q27 251 - -
Dividends i 723 15,000 27062
Proceeds of insurance ciaim for hail darmage 2,297 - - -
DOther 135 194 - -
4,083 1,491 15,000 27 062
Total revenue 1,174,336 071,858 15000 27062

4. OTHER INCOME

Gain on disposal of properly, plant and equipment 15,012 2,784 - -

5. EXPENSES

Profit before income tax inciedes the following specific expenses:

Dapraciation

Blildings 1,868 1,610 - -

Flant and equipment 3,370 3,173 - -
Total depraciation 5,338 4,783 - -
Arnortisation

Leasehold improvements 405 330 - -
Total amortisation 405 350 - -
Total Bepreciation and Amortisation 5,743 5,133
Finance cosis

interest and finance charges - paid/payable

Mewy vehicle bailment 6,990 86,331 - -

CHher 6,758 5,553 - -
Total fingnce expense 13,748 11,884 - -

Remtal expense ralaling 1o oparating leases

Minimurmn lease payments 4,280 2,572 - -
Total rental expense relaling o operating isases 4,280 2572 - -
Impairment of availatle-for-gale financial asseds note 13 {o) {iY - - - 4,338

Contrirulions to superannuation funds 4777 4,256 - -
Write down of inventories to net realisable value 558 ] - -

Share-based payments
Equity- settied share-based payments 2,169 421 - -
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NGQTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
31 DECEMBER 2006 {continued)}

CONSCLIDATED PARENT ENTITY
2606 20405 2006 2005
$'000 59949 $'000 $'000
. BCOME TAX
{a} Income tax expense! benefit)
Current income tax sxpense 10,498 5,958 - -
Deferred income tax expense) (benefit) 8221 {213} - 1,301}
Undar {over) provigion in prior years {283) 83 - -
11,0268 5,834 - §1,301})
Deferred income tax expense(benefits) included in income tax
BXPENSE COMHIsHs:
{increase) decrease in deferred tax agsets - - - 1,301}
Increase {decrease) in deferned oy Habilities a2t {213} - -
{B) Numerical reconciiation of incoms tax expanse to
prima facio tax payabie
Profit before income tax expense 36,813 19,132 16,000 22,724
Incorme fax catcuiated al 30% (2005 - 30%) 11,044 5,740 4500 8,817
Tax effect of amounts which are not deductible {faxable) in
calstlating taxable inoome:
Depracistion and amartisabion 102 48 - -
Share of ned profit of agsociates (2773 -
Mow-taxable dividends - {217 {4,500} 8,118
Nor allowable expenses 346 B3 - -
Sundry fterms 104 T - -
Undar {over) provigion in previous year {283) 88 - -
Incoms tax expense 11,026 5834 - §1.301)
{c} Amounts recognised directly In sguity
Aggregate deferred tax arising in the reporting period and not
recognised in ned profit or loss bot direcity debited io equity (Note 24} 13,125 - - -
7. DIVIDENDS PARENT ENTITY
2006 2005
$'000 $'000
Ordinary dividends fully franked based on tax paid @ 30%
Final dividend for the year ended 31 December 2008 of 20 cents per share {2004 -1 cents) paid
an 15 May 2006 4458 4,087
Irstesrirms dividend of 19 cents { 2005 - 18 centg) per share paid on 2 October 2006 4,261 3,935
Total dividends  pairt B.719 B.O22
Dividends paid in cash or satisfied by the issue of shares under the dividend reinvestmant plan during
the years ended 31 December 2008 and 31 December 2008 were as follows:
Paid in cash §.447 3,327
Salisfied by sue of shares 2272 4,685
B,718 B.022
Dividends rot recognised at year end
111 addition to (he above dividends, since year end the dirgclors have recommmended the payment of a
final dividend of 24 cents per share, fuily franked based on tax paid at 30%. The aggregate amount
af the proposed dividend expected to be paid on 10 May 2007 out of the relained profits at
31 Dacember 2006, but not recognised as & liability at year end. is: 8,487 4,435
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NGQTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
31 DECEMBER 2006 {continued)}

7. DIVIDENDS [continued)

Franked dividends

The final dividend recommended afier 31 Decernbar 2008 will ba franked out of existing franking
aredits or ouf of franking credits arising from the payment of income tax in the year ending

31 December 2007,

CONSCLIDATED PARENT ENTITY
2606 2045 2006 2045
5000 $9949 $'000 §'000
Franking credits avaitable for subseguent financial vears based on a
tax rate of 309 {2005 - 309 25418 18,500 25418 18,500
The above amounts represent the batances of the franking account as at the end of the financial year, adjusted for:
(@) franking credits that will arise from the payment of the current tax liabiliy
(1) Franking debits that will arise from the payment of the dividends recognised as a lability at the reporting date; and
(1 franking credits that wilk arice from the receipd of dividends recognised as receivablas at the reporting date.
Impact on franking credits of dividends not recognised {2, 7803 {1,801) §2,780) £1,801)
8. CURRENT ASSETS - Cash and cash equivatents
Cash at bark and on hand 864 1,484 - -
Deposits at calt 54,000 3,000 - -
54,864 4,484 - -
The above figures are reconcited o cash at the end of the
financial year as shown in the cash flow statements as foilows:
Batances as above 54,864 4.404 - -
Batarnce per statement of cagh flows 54,864 4,494 - -
Deposits at call
Deposits at call were placed al interest rates bedween §.60 % and 7.38% { 2005 - 6.42% and 8819}
9. CURRENT ASSETS - Trade and other receivables
Trade receivables 43,823 47,159 - -
Lass: Provision for doubtfe! receivabies 737 et - -
42,886 46,471 - -
1. CURRENT ASSETS - Inventories
Menwe robor vehicles - Badment stock ol cost {Refer naotes 18,19 and 23) 113,882 113,208 - -
Less: Write-down to net realisable vaiue 1,530 +,2085 - -
112,362 112,003 - -
Used vehicles - af cost 26,208 18,569 - -
Lass: Write-down to niet realisable value 912 745 - -
25,297 17.824 - -
Parts and other consumables - Al cosl 24 852 23,767 - -
Lass: Write-down to niet realisable value 835 et - -
24117 23,098 - -
Total Invemoies 161,778 132 H25 - -
11 CURRENT ASSETS - Other current assets
Prepayments and deposils 3,751 1,488 - -
12, NON-CURRENT ASSETS - Receivablas
Amounts receivable from subsidiaries - - 104,503 64,357
- - 104,803 054,357
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NGQTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
31 DECEMBER 2006 {continued)}

CONSCLIDATED PARENT ENTITY
2606 2005 2006 2045
$'000 $'900 $'o00 $'o00
13. NON-CURRENT ASSETS
{a} Investments accountad for using the eguity method
Shares in an associate - Auto Group Limited {refer i) - - - -
Shares in an associate - M T Q Insurance Limited {refer i} 1,708 - - -

i} Investrments in associates are accounted For in the consolidated financial staterments using the equity method of accounting {refer note 43).

iiy 11 the previcus year, the investrment in MTQ Insurance Serviges Limiled {"MTG") was recognised al fair value and classified as “Financiat
gsgets at fair vatue through profit and loss™. As a result of amendments to AASE 138 Financiat instruments - Recognition snd Measumsment
effectivi for accourding periods on or affer 1 January 2008, the requirerments for using this classification under the revised standard were not
met, and accordingly the investment in MTG was recisssified to "Available-for-sale financial assels” {refer o Note13{b) below). The impact of
this reclassificationwas the restaternent of certain 2005 comparalive balances with reconciiations of the restaled comparative balances are
disclosed in Mote Hy).

111 the: current year, the invesiment in MTS is classified as “nvestment accounted for using the Equty Method”. The result of this change in
alassification in the current year is the reversal from the carrying amoun of "Available-for-salke financiat assets” ;

- of the revaluation of the vestment in prior yaars of 3,539,000 {nel of tax) against the “Available-for-sale Investmen! Revaluation Reserve”;
- of the tax effect of the revalualion of the investment in prior vears of $1,485,000 against the "Deferred Tax Uabilities”; and
- the recognition of the share of profits of associates of $922,000 {net of tax) in the current year.

iy Avle Group Ltd was placed in administration/receivership in February 2006 and subseguently into liguidation in June 2008
and consequently ceased {o ba an associate in 2008,
The Group's investment in Auto Group was fully written off in 2005 {refer Note 13 o)}

ivy Reconciiation of the carrying amount of investment in associates is set ouf in note 43,

CONSCLIDATED PARENT ENTITY
2606 2005 2006 2005
$'000 5994 000 $'000
{B) Availablie-for-sals financiaf assets
Listed Securities
Sharas in other corporations - At fair value 113 17 =Y -
Urtlisted Securitios
Shares in other corporations - At Directors Valualion - 2008
- Ab the beginning of the year 5,656 - - -
- Adjustment on adeplion of AASE 132 and AASE 138 - 4,589 - -
- Additions - 1,172 - -
- Fair value gains - il - -
- Adjustmant on adoplion of equity accounting (refer note 13400 {6,556} - - -
- Af the end of the year - 6,656 - -
Total Availablefor-sake financial assets 113 86673 a1 -
{c} Othar financial assets
Listed Seourities
Shares in other corporations - Al cost - - - 4 634
Lass ; mpairment write down (i} - - - 4,634}
Untisted Secunties
Investrnents in subsidiaries - at cost {note 31} - - 34,244 34,244
- - 34,244 34,244

(i} Alta Group was placed into voluntary administration on 18 February 2008, The Directors are of the opirion that the recaverabia valle of the
investiment s Nik.
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CONSCLIDATED PARENT ENTITY
2606 2005 2006 2045
$'000 59949 $'000 $'000
4. Darivative financia instruments
Now-current assots
Interesd rate swap contracts - cash flow hedges 863 - - -

{a} Investments usad by the group

The group is party to dervative financial instruments in the normat covrse of business in order to hedge exposure to fluctuations in interest
rates it accordance with the Group's financial rigk management policies {refar to Note 293,

Baiment finance of the Group currently bear an average variable interest rate of 7.28%. It is policy 1o protect part of this finance exposure
to increasing interest rates. Accordingly, the Group has entered into an interest rate swap contract under which it is obliged to receive
interest at variable rates and to pay interest at fixed rates,

The swap contract in place covers approximately 57% of the bailment finance outstanding al the year end the fixed inlerest rate was 5.72%
and the variable rates are between 5.63% and 6.39%.

The iterest rate swap contract exapires it September 2008,

The contracts require setffement of net interest receivable o payable agch 30 days.

The gain or loss from remeasuring the hedging insleuments at fal vale is deferred in eguty in the hedging reserve, to the extent that the
harge is effective and re-classified inte profit and loss when the hedged inlerest expense is recognised. The ineffective portion is recogrizsed in

the incoms statement immediataly.

Ad balance date, the contract was an assed with falr valee of $863,000. No amount was applicatie in the previcus financiat year as the amount
involved was nok rmateriai.

15. NON-CURRENT ASSETS - Property, plant and equipmant

CONSCLIDATED PARENT ENTITY
2606 20405 2006 2005
$'000 59949 $'000 $'000
Freahold Land and buiidings
Al independent vaiuation
Land 140,378 - - -
Buildings 72,385 - - -
Ad directors” valuation
Land - 111,305 - -
Buildings - 51,167 - -
Construction in progress - at cost 11,383 10,683 - -
Total fand and buildings 224,338 173,165 - -
Leasehoid improvemnents
A eost 7.182 5,832 - -
Less: Accurmdiated amortisation 1,082 B - -
Total isasehold mprovernents 6,080 5,148 - -
Plant and equipment
Ad cogt 22347 21,905 - -
Less: Avcumdkated depreciation 11,808 12,330 - -
Total plant and equipment 16,5338 3,575 - -

Total property, plant and eguipment 240,865 8T 286 - -
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NGQTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

31 DECEMBER 20086 {continued)

15. NON-CURRENT ASSETS - Property, pfant and equipment (continued)

Valuation of landg and buildings

The basis of vaduation of land and  buildings is the agssessed fair value being the amounts for which the assets could be exchangad, betweean
withing parties in an arm's lenglh ransaction, based on current prices in an active market for simitar properties in the same location and
condition. The assessed fair value is supported by perfodic, bot al least fiennial valuations, by extemal thind pardy valuers.

The 2006 valuations were based on independent assessments made by a member of the Australian Property Institite as al 31 December
20086, whereas 2005 valuations were made by the directors based on lheir agsessment of prevailing market condilions. The revaiuation surphus
net of applicable deferred income taxes was credited {o Properly Plant and Equipment Reserve in shareholders equity (Mole 28).

Carrying amounts that would have beer: resognised if land and buildings were stated at cost

If freehold land was carried at Mstorical cost, its curment carrying value would be $53 882,000 {2005 : $71,828,000).

If freehold buildings {inchuding construction in progress) was carred af historical cost, its curent carying value would be $85,576,000

(2005 © $63,427,000).

Nor-current assets pledged as security

Refer to note 23 for information on non-current assets piedged as security by the parent entity and its subsidiaries.

Reconciliations

Reconciation of the carrying amounts of each class of property, plant and equipreent at the beginning and end of the curent year is sel ouf below:

Consolidated 2006

Carrying amoant at start of year

Artditions

Additions throtgh acguisitions during the year
Disposals/Transfars

Revaluation surplus
Depreciation/amortisation

axpense {Note 5

Carrying amoant at end of year

Consolidated 2005

Carrying amoant at start of year

Artditions

Additions throtgh acquisitions during the vear
Disposals/Transfars
Depreciation/amortisation

axpense {MNote 53

Carrying amoant at end of year

165, NON-CURRENT ASSETS - et deferred tax assets

Daferred fax assels

The balance comprises temporary differences attribulable o

Armount recognised in profil or loss
Tax losses

The deferraed tax revenue included in income t8x expanse in respect of the above temporary

differences resufied from the folfowing movements:

Opering talance at 1 January
Utilisation of tax losses during the year

Cradited {charged) to the Incoms Sialement (Nate 8)

Closing balance at 31 December

Freehoid Freehoid Construction Laasehold Plant and
land buaildings  In progress improvements eguiprnerst Totad
E E $'000 59949 $'000 $'000
114,385 51,167 13,883 5146 9575 187 BR&
§,2580 - 17,954 1,348 3,145 28,738
4427 5,683 - - 1,188 11,308
{30,271} 17,672 (17,254} - - {20,852)
48 62T - - - - 48,627
- {1,068 - {408} {3,370} {5,743}
140,378 72,5685 11,383 6,080 10,552 240,965
Freehoid Freehoid Construction Laasehold Plant and
land buildings  in progress improvements equipmernst Totad
EA EA $'000 $'9090 $'000 $'000
107,386 53,238 1,037 3,850 3,817 174,529
12,848 356 8,656 1,546 2578 27,024
- - - - 1,253 1,253
(8.929) {358) - - - {9,787}
- {1,610) - {3504 {3,173} 5,133}
111,305 51,167 16,683 5,148 9,575 187,886
CONSOLIDATED PARENT ENTITY
2606 2045 2006 2045
$'000 5004 $'000 $'000
- - - 1,380
- - - 1,380
- - 1,280 378
- - {1,380} {287)
- - - 1,301
- - - 1,380
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17. NON-CURRENT ASSETS - Intangibies

CONSCLIDATED PARENT ENTITY
2606 2005 2006 20065
$'000 $9949 $'000 $'G00
Saodwilt 26,403 2313 - -
NMovermneist
Batarnce at the beginning of the financial year 23,131 13,657 - -
Additionat amounts recognised from business combinations
duging the year (Mote 31{al) 3272 3,474 - -
Batance at the and of the financial year 26,403 2313 - -

{a} lmpairment tests for goodwill

Goodwill is allocated to the Group's cash-generating units (CGUs) identified according to business operalions, lhese being motor deatership
aperalicns. The smallest group of assels {o which the gocdwill relates iz by motor dealership operation. Each motor dealership operation giving
rise to goodwill was purchased as a combination of each of the sagments as defined in Note 26, and it s to those assets that the goodwill is
attribidable. In terms of existing franchise arrangements, each of the specified segments in the operation cannot function in isolation, and it
therefore has been necessary {o combine the retevand segments to a particular molor deatarship operation to test for goodwili, including
impairment festing considerations. The allocation to business operations has been consistent for all impairment testing.

Total
$'900
Motor dealarship operations - 2008 26,403
Motor dealership aperations - 2005 23,131

The recoverable amount of 3 CGU s determined based on its fair vaiue jess selling costs. Fair value is determined as being the amount
abtairatie for the sale of 8 CGU in an arms length transaction betwesn knowledgeable and willing pariies. This assessment is conducted by
the directors based on their exensive knowledge of the motor industry ncluding the corrent marked condilions prevalling in the industry.

{B) Impairment charge
The Directors' assessment indicate that goodwill i not mpaired and accordingly no impaisment charge hag been providad,

18. CURRENT LIABILITIES - Trade and other payablos CONSCLIDATED PARENT ENTITY

2606 20405 2006 2005

$'000 5994 000 $'000
Trade payables 22,883 18,679 - -
Othar payables 14,322 G443 - -
32,985 28,122 - .

19. CURRENT LIABILITIES - Borrowings {secured)

Mote
Baitment finance - (Refer notes 1(t) and 10) {a) 118,738 122 278 - -
Bl pavabla and fully drawn advances b} &, 00 4,000 - -

122,738 126,278 - -

{2} Bailmerg finance

Baibmen! finance is provided on & vehicle by vehicle basis by various finance providers at an average interest rate of 7.27% p.a applicable al
31 Dacermber 2006 (2005- §.47%)

Ba#ment finance is repayable within a short perfod after the vehicle is sold 1o a third pary, generglly within 48 hours,

{8 Bills payable and fully drawn advances
Refer note 23 for detalls of saourity.



A.P. EAGERS LIMITED

NGQTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
31 DECEMBER 2006 {continued)}

19. CURRENT LIABILITIES - Borrowings {secured) {continuad}

{c} Interest rate risk exposures

Details of the Group's sxposure to interast rate changes on interest bearing liabiliies i set out in note 29,

{d) Fair value disclosures

Details of the Group's fak value of interest bearing llabiities for the Group is sel out in note 33

{e} Security

Details of the security relating to each of the secured liabiliies and furthes information on bank loans is set out in nole 23,

29. CURRENT LIABILITIES - Current tax liabilities

Income tax

2%. CURRENT LIABILITIES - Provisions

Employse benafits
Warranties

Movameant in provisions

Movamens in each class of provisions during the financial year, other than emploves benefits, are set out betow:

Consolidated - 2006

Carrying amournt al start of year

Provigions acquired

Additional provigions recognised
Payrments changed against provisions

Carrying amoant at end of year

Warranty Provision

CONSCLIDATED PARENT ENTITY
2606 2045 2006 2005
$'000 $9949 $'000 $'000
4,910 1,584 4,810 1,884
4 284 3,305 - -
1,112 1,062 - -
5,396 4,367 - -
Warranties
000
1,062
30
331
{911}
1,112

An estimate s made based on past experience, and confirmation of future costs by the administrator of the warranty program, of the expected
axpernditure on new and Lsad motor vehickes in terms of warrantios on these vehicias.,

22, NON-CURRENT LIABILITIES - OTHER

Unearned noomes

23. NON-CURRENT LIABILITIES - Borrowings

Secured

Bifis payable and fully drawn advances

SECURED LIABLLITIES

Totat secured liabilitios (current and non-current) are:
Bils payable and fully drawn advances

Baitrment finance

Total secured liabiities

CONSCLIDATED

PARENT ENTITY

2606 2095 2006 2005

$'000 $'000 $'000 $' 000
450 450 - .
104,600 #1600 - -
168,600 F5.600 - -
118,738 122,278 - -
227,338 217878 - -
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23. NON-CURRENT LIABRILITIES - Borrowings {continued)

The bank overdraft, bitls payable and folly drawn advances are secured by registered mortgages given by sobsidianies over specific freehold
larg and buiidings, a cross deed of covenant entered into by the Company and some of ifs subsidianies and by a floaling charge over the
agnsolidated entity's gsed velicle and parts inventory. The borrowings are also secured by a negative pledge that states that he
congolidated antity wilt not, withowt pricr written consent, at any time allow the consolidated interest cover (as specifically caloulated] o falb
bedons 2,501,

New vehicle bafiment finance reflects a liability payatie to the conschidated entity’s bailment financiers, This liability is represented by dablors
included in curren! asseis receivables in respect of recent vehicle deliveries to customers and by new vehicles and demonstrator vehicles
included in inventordes (failment stock) refer Note 10,

A pertion of the consoidated enlity's new vehicie baiiment ouistanding are secured by cross guarantees belween specific subsidiaries.

ASSETS PLEDGED AS SECURITY

The carrying amounts of assets pledged ag security are:

CONSCLIDATED PARENT ENTITY
2606 20405 2006 2005
$'000 59949 $'000 $'000
Non-current assets pledged as security -
Freshold land and buildings -first morigage 214,386 193,352 - -
Current assels pledged as security -
Inventories - Bailment finance 113,882 113,208 - -
- Floating charge 50,182 41,421 - -
Total assets pledged as securily 378,460 307,881 - -
FIMANCING ARRANGEMENTS
The conschdated entity has access to the
following Fnes of credit
Total facilities
Bank overdrafts 5,600 5,000 - -
Biis & falty drawn advance {acilities 108,800 108,800 - -
Baitrment finance 151,255 147 155 - -
Bank guarantess 6,455 4,845 - -
Revolving credit Faciity 2,000 5,000 - -
278,310 270,700 - -
Used at balance date
Bank overdrafts - - - -
Btz & falty drawn advance {acilities 108,600 95,600 - -
Baitrment finance 113,133 122,278 - -
Bank guaraniesas 6455 4,845 - -
Revolving credit Faciity - - - -
228,188 222823 - -
Unused at balance date
Bank overdrafts 5,000 5,000 - -
Btz & falty drawn advance {acilities - 13,000 - -
Baitment finance 38,122 24,877 - -
Bank guaranieas - - - -
Revolving credit Facity 8,000 5,000 - -
54,122 AT 877 - -

Cartain bill facifties and fully drawn advance faciities are on fixed repayment schedules whilsl others are of a floating nature,
The revolving credit Facility s dtilised in conjunction with the bank overdraft facility fo cover short lerm cash flow reguirements.
Al facilities are subject to annual review, Interest rates on borrowings are either fixed or variable,
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CONSCLIDATED PARENT ENTITY
2606 20495 2006 2045
$'000 5994 $'000 $'000
24. NON-CURRENT LIABILITIES - Net deferred fax liabilities
Net deferred bax liabikties 26,249 8,831 722 722
The balance comprises temporary differences attribidable fo:
Amoutts recogiised in profit or foss
Dapracistion 2,038 1476 - -
Invantory vatuation 870 787 - -
Prapaymernts 335 319 - -
Provisions - Doubfful Debls (2313 {206} - -
- Emnployes benefils [3.005) {2,507} - -
- Warranties (334} {319} - -
- irventory write downs (2501 {201} - -
Writsdown of investrnent in associate - {1,390) - -
Sandry items 34) {145} - -
B11) {2,178} - -
Amourtts recoghised dirsctly in eguity
Revaluation of property, plant and equipment 25,8M 7,322 - -
Avafishie-for-sale financial assels - 1485 - -
Other financial assets - - 722 722
Hedge accourting 258 - - -
28,860 8,807 722 722
Net deferred Lax liabikties 26,249 8,831 722 722
The deferred {ax expense inchuded in come tax expense in respect of the above
tarmporary differences resuited from the following movements
Dperning balance al 1 January 6631 7,275 722 722
Deferred fax assels relating to business combinations (3283 {182} - -
Chargad! {credited) to income Statement {Note 8) 221 {213 - -
Defarred fax recoghised directly in aquity
- Revaluation of property plant and equipment (Nate 28{aj) 14,588 - - -
- Movement in fair value of cash flow hedge {Note 28{a)) 258 - - -
Reversal of deferred tax liabilty {Note 13 (a)) {1,485} - - -
Othar reclassifisation {237) {269} - -
Closing balance at 31 Decernber 28,249 8,831 722 722
25. NON-CURRENT LIABILITIES - Provisions
Ermployes benefits 1,021 1,207 - -
Make good provision on leasehold premises - refer (8) and (B below 1,500 1,500 - -
2,521 2,707 - -

(&) A make good clauge ander & long lerm properly leage has bean recognised in the financial statements during the year. The lsssor of the propart
heen provided with a bank guaraniee of $1,580,000 in respect of the estimated make good cost.

(1) Movermnent in the provision:

Batance af start of year 1,500 - - -
Recognition of pravision during the year {(refer note 1(p)} - 1,600 - -
Carrying amount al end of year 1,300 1,500 - -

Make good provision on feasehold improvements
A provision has been made for the expestad cast of resioring the premises to s original condition atl the end of the lsase.
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26. SEGMENT INFORMATION

{a} Description of segments
Business Segmonts
The conschdated entity is organised into the following divisions by product and service type.

New vehicle oporations

Sake of new molor vehicles and the atlendant provision of finance, leasing and extended warranty,
Used vehicle operations

Sake of used mator vehicles and the aiendant provision of finance, leasing and extended warranty.
Service operations

Pravision of moltor vehicle servicing.

Parts operations

Diglributicn and sale of motor vehicle parts and accessories.

Inter segment sales are comprised of the sale of parts and accessories and inlernal labour priced on an arms lenglh basis,

Goographical segments
Tne consclidated entity operates salaly in Australia,

Segment reporting 20066 New vehicle Used vehicle Parts Bervice
department  department  department  department Eliminations  Consolidated
$000 $000 Fo00 $'000 5000 5000
Sales {o extemnal customers 88 217 261,548 156,673 55,805 - 1,170,243
Inter-segment sales - - 14,484 10,5860 {25,070) -
Total sales revendse 608 297 261,548 174,157 66,381 {25,070 1,170,243
Unalloralen reversiee 4,083
TOTAL REVENUE 1,174,336
SESMENT RESULT
Segrment Result 4,215 1,657 5,680 3476 - 14,408
Irternal irdeeest and rental charges 5,045 3,188 2,191 3,671 - 14,105
SEGMENT CONTRIBUTION B.260 4,255 7831 7,147 - 28,513
Share of net profit of agLity accounted investrnents Q22
Profit on sale of property, plant and equipment 15,012
Unallocaied corporale expenses {7.634)
36,813
Incorme tay aipense $11,028)
NET FROFIT 25,787
Depraciation and other amortisation 1,323 658 2,017 1,744 - 5743
Non sash expenses other than depreciation
and amortisation 57 26 49 44 - 176
Impadrment of trade receivables - - 45 - - 48
Write down of inventories ta ned realisable value Vs 118 168 - - a5
ASSETS
Segment assets 206 510 48 747 59,571 72818 - 387,106
Equily accounted investments 1,708
Unallocaled corporale assels 144 515
CONSOLIBATED TOTAE ASSETS 533,327
LIABILITIES
Segmaent liabilties 168772 14,292 38,680 40,629 - 253,388
Unallorated corporale liabifities 40,4861

CONSOLIBATED TOTAL LIABILITIES 203,848

Ancuisitions of non ourent assats 5,288 5,185 56852 6,833 16,560 43,318
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26. SEGMENT INFORMATION {corginuad)

Begment reporting 2005
New vehicle Used vehicle Parts Bervice
department  departmenst  department  department Eliminations  Consolidated
Fo00 Fo00 000 000 5000 5000
Sales o extemnal customers BERGT4 184,550 146,040 51,200 - 1,070,464
Inter-segment sales - - 19,123 10,808 {28,831) -
Total sales revends 688 674 184 550 165,163 62,008 {25,531) 1,070,464
Uinallocaled revernsiee 1,481
TOTAL REVENUE 1,071,955
SESMENT RESULT
Segment Result 5,430 {854 6469 5167 {see note (i)} 16,212
Irternal irdeeest and rental charges 3,559 2,161 2,138 2325 {see note () 10,183
SEGMENT CONTRIBUTION Re 1,307 8,607 7,482 - 26,385
Share of net loss of equity accounted  investments {3,794}
Profit on sale of property, plant and equipment 2,784
Unallosaled corporale expenses 6,263}
18,132
Income tax expense {5,834)
NET FROFIT 13,208
Depraciation and other amortisation 1,141 583 1.861 1,538 - 5133
Non sash expenses other than depreciation
and amortisalicn (42 {8} {43) {35 - {123)
Impairment of trade receivables - - {340 - - {340}
Write down of inventories ta ned realisable value 189 569 {103) - - 665
ASSETS
Segmant assets 183,158 36,672 56,387 53011 - 345,228
Equily accounted investments -
Unallocaled corporale assels 77,8449
CONSOLIBATED TOTAE ASSETS 423,078
LIABILITIES
Segmaent ligbildies 155 427 11,443 31,684 32,812 -
Unallocated corporale liabifities
CONSOLIBATED TOTAL LIABILITIES
Arguisitions of non curant assets 6,448 5,081 5483 7,755 14,146 38,823

Note(i)

The basis of iternal rental charges wers revised in 2006, Hadg the basis of internal rental charges apphied in 2008 besn applied in 2008, the comps

segrnent results and internal interast and rentad changes wouid be follows -

Hew vehicle  Used vehicle Parts Bervice
departmerndt department  department  department Eliminations  Consolidated
$'G00 $'C00 $'000 $'900 $'000 $'o00
Segment Result 4,258 {1,268) 6,359 4,033 - 13,278
Irternal irdeeest and rental charges 4,734 2575 2,248 3,458 - 13018
SEGMENT CONTRIBUTION 3,589 1,307 8607 7482 - 26,386
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CONSCLIDATED PARENT ENTITY
2606 20405 2006 2005
$'000 59949 §'000 $'000
27. CONTRIBUTED EQUITY
(a) Paid up capital
Ordinary shares fully paid 106,264 77,311 108,264 77,3711
(1) Movements in ordinary share capital:
Nutnber of Issue
Date Details shares price $'o00
H-dan-05  Balance 21,512,028 72,626
18-May-05  Dividend reinvesienent plan isstes 347,848 $6.80 2,365
26-Sep-05  Dividend reinvestrment plan issdes 317,220 $7.32 2,320
31-Dec-05  Balance 22177186 77.31%
D8-Apr-08  Shares issted Lo eligible employess under the e
tax exampt share plan 113,133 F7.70 B7Z2
18-May-06 Dividend relnvesiment plan issdes 97,185 $7.30 o7
01-Aug-08  Shares issued under Senior Executive Deferred Commission Plan
- Transtar from share-based payments reserve 36,486 $6.62 241
25-5ep-06  Share placemant 314,285 $7.00 5,400
02-0ct-08 Righis lssue {one for eighl) 2804219 $7.00 19,630
Cosls of capital raising {462}
02-0ct-08  Dividend reinvestment plan issue 223,843 $7.00 1,565

31-Dec-06  Balance

(1 The comparny has a dividend reinvestment plan Lnder which: holders of ordinary shares may slect to have all or part of their dividend
entilements salisfied by the sue of new ordinary shares rather than being paid in cash. Shares are issued undar the plan at a 5%
discourt to the market price.

CONSCLIDATED PARENT ENTITY
2606 20405 2006 2005
28. RESERVES AND RETAIMED PROFITS $'000 59949 $'000 $'000
{a} Reservas:
Capital profits reserve 71,158 10,548 - -
Avaitable-for-sale investment revaluadion reserve {Note 13{a1h) - 3,538 1,883 1,683
Property, plant and equipment revaluation resare 66,554 33,168 - -
Hedging reserve - cash flow hedge 604 - - -
Share-based payments resene 1,487 420 1,487 420
89,913 47,674 3,180 2,103
Movarmenis:
Capital profits reserve:
Balance at baginning of the financiat year 10,548 8,222 - -
Tranzfar from retainad sarmings relating to properties sold 10,612 4,324 - -
Balance at the and of the financial year 24,158 13,5485 - -
Property, plant and eguipment revafuation reserve !
Balance at baginning of the financial vear 33,163 34,0925 - -
Revaluation surpius during the year - gross (Noke 15) 48,627 - - -
Deferred tax (Mote 24) (14,588} - - -
Reduetion in tax payable on sale of revalued properiies 237 - - -
Tranzfer to retained earmings on sake of revalued propertiss (7o) {1,756) - -

Balance at the end of ihe financial year 66,6554 33.168 - -
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CONSCLIDATED PARENT ENTITY
2606 2005 2006 2045
$'000 59949 $'000 $'000
28. RESERVES AND RETAINED PROFITS {comtinued)
{a} Reserves: [continued)
Available-for-sale investment revaluation reserve !
Balance at baginning of the financial year 3,532 2913 1,6B3 1,683
Revaluation - gross {Note 13a) - 835 - -
Deferred tax (Mote 24) - {263} - -
Reversal on adoption of agiaty accounting {Note 13{a) {3,339 - - -
Balance at the and of the financial year - 3,539 1,683 1,683
Redying reserve - casft flow frodge;
Balance at beginning of the financial year - - - -
Transter to derivalive financial instruments {gross) BE3 - - -
Daferred tax (note 24 ) {253 - - -
Balance at the end of ihe financial year 6504 - - -
Stare-based payments reserve:
Balance al beginning of the financial year 420 - 420 -
Expense incurred during the yaar 1,318 420 1,518 420
Transfer to share capital {shares issued) (2413 {241}
Balance at the end of the financial year 1,497 420 1,497 420
{h) Retained earnings
Retainad profits at the beginning of the financial year 36,054 33,347 17,571 1,568
Met profit for the year 25,787 13,298 15,000 24,025
Transfer to capital profits reserve on properies soid (18,6812 {4,324} - -
Transfers from property, plant and equipment revatuation reserve on properties 791 1,755 - -
Dividends provided for or paid {note 7) B8 {8,022) 8,718 (8,023
Retainad profits at the end of the financial vear 43,301 36,054 24,252 17,971

{c} Nature and purpose of raserves.
(1) Capiat profits reserve
Capital profits reserve represents realised gains on disposat of properties and is folly available For distribution to shareholders as dividends.

(2) Property, plant and equipment revallation reserve

e property, pant and squipment fevaREon reserve 1§ Used 1o fecord INCREMERTS aNd decremants on the revaluabon oF non-current assets
a5 describad in note Hpd The balance standing to the credit of the reserve may be used to satisty the distribution of bonus shares to
shareholders and is only accounting policy avaiiable for the payment of onfranked cash dividends in limiled ciroumsiances as permitted by law.

[3) Available-for-sale investments revaluation resarve

Changes in the fai vatue arising on frarslation of investrnents, such as equities, classified as avaitable-for-sale financial assels, are taken to
the available-for-sale investments revaluation reserve, as described in note ${m}. Amounts are reooghised in profil and joss when the
assotiated ausets are soid oF Fnpaired.

(4) Share-basad paynens resere

The share-based payment resene s used to recoghise the fair value of performance rights expected 1o vest and the falr value of equity
axpectad to be ssued under the Senior Executive Daferred Commission Piar.
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29. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group's prineipal financial instruments comgrise bank loans, finance leases, bailment finance and hire purchase contracts, cash and
short-lerm deposits. The main purpose of these fingncial instruments is {o ralse finanse for and fund the Groop's operations, The Group has
various other Anancial mstruments such as trade deblors and trade creditors, which arise directly from its opesations.

It i, arg has been throughoul the period under review, the Groug's policy that ne trading in financial instrurments shall be undestaken.

The main risk arising from the Group's financial insruments are interest rate fisk, credit risk and liquidity risk. The Board reviews and agrees
paticies for rmanaging each of these risks and they are summarised below.

Irterast rate risk

The group is exposed to interest rate risk on funds borrowed at both fixed and floaling interest rates, Thus, the Group's exposure to marke!
risk for changes in interest rates retates primarily {o the Group's fong term detd cbligations. The Groug's policy is to manage s interest cost
using & mix of fived and variable rate debt. The Group hedges part of the interest rate risk (see Note 14) by swapping floating for fixed interest
rates,

Credit risk

Cradit risk refess to the risk that 3 counterparty willt default on its contraciual obligations resulting in a financial loss fo the Group. The Group
has adoped a policy of only dealing with creditworthy counlerparties and oblaining sofficiend collateral where approgriale, as a means of
restigating the risk of financial loes rom defaulis. Further, it is the Group's poficy that all customers who wish o frade on credit terms gre
suibject to redit verfication procedures.

Trade debtors consist of a large number of customers, spread across diverse industries and geographical areas. Ongoing credit evaluation is
pariormed on the financiat condition of deblors and other receivable balances are monitored on an crgoing basis, with the result that the
Broup's exposdre to bad debts is not significant.

With respect to credit risk arfsing from financial assets of the Group, which comprise of cash and cash equivalents, receivables and financiat
augets held at “fair value through profit or foss’, the Group’s maximum exposure to credit risk, excluding the value of any coliateral or other
security, at balance dale {0 recogrised financial assets is in the carying amount, net of any provisions for doublful debts, as disclosed in the
batance shaet and notes 1o the financial staternents,

Licuicity risi
The Group's overall objective is to maintain a balance between continuity of funding and flexibity through the use of bank cverdrafts, bank
loans, finance leases and hire purchase contracts,

The Group also manages liguidity risk by maintaining adequate reserves, banking facilities and reserve borrowing facilities by continuously
monitosing forecast and actual cash flows and matehing the maturity profiles of financial assets and liabilities. information on available facilities
car be found in Note 23,

30. FINANCIAL INSTRUMENTS

Fair values
Exce as dedailed in he following lable, the directors consider that the carrying amounts of financial assels and financial Babilities recorded in
the financigl staternents approximate their falr values (2005: fair valoe).

The fair values and net fair values of financial assets and financiaf liabilfies are determined as foliows:

- the fair value of financial assels and financial kabiities with standard terms and conditions and traded on active Bouid markels are determined
with refersnce 1o quoted market prices; and

- the fair value of other financial assets and financial labilites are determined 0 accordance with generally accepted pricing modeis based on
discounted cash fiow analyses.

Transaction coels are included in the determination of net fair valoe,

The following table delails the fair value [2008: fair vatue) of consolidated Anancial assels and liabiities:

CARRYING AMOUNT FAIR VALUE
2606 2095 2006 2045
$'000 $'9090 $'000 $'000
Financiaf assets
Teasm dabtors - - - -
Trade debtors 42 886 48,471 42.BB5 48,471
Avaiishie-for-sale financial assels 113 6,673 113 6,673
Derivalive financial mstrurnent BE3 - 8463 -
Cash and cash aguivalents 54,864 4,404 54,864 4,494
GB.72G 57438 08,726 57,638
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30. FINANCIAL INSTRUMENTS [continued)

CARRYING AMOUNT FAIR VALUE

2006 2095 2066 2005
$'000 5994 $'000 $'000

Financia$ Habilitios
Bifis payable and fully drawn advances 108,800 95,600 108,600 95,600
Mew vehicle balment 118,738 122,278 118,738 122,278
Trade and other payables 32,9805 28122 32,835 28122
260,323 246,000 260323 245,000

WMaturity profila
The fotfowing table sets out the carrying amount, by maturity, of the consolidated financial instruments that are exposed {o interest rate risk as at
31 December 2006

Less than
1year -2 years 2 -3 years 2 - 4 years 4 -5 yaars 5+ yaary Totad
$'000 600 000 5000 $9949 000 §'000
FLOATING RATE
Financial assels
Cash and cash equivalants 54,864 - - - - - 54,864
54,864 - - - - - 54,864
Average inferast rate 5.56%
Financial fabilities
Naw viehicle batiment {current) 118,738 - - - - - 118,738
Bitis payable and fully
drawn advances {currant) 4 D00 - - - - - 4,000
Bifls payabia and fully drawn
advantes {non-current - 58,000 - - - - 58,000
122,738 38,600 - - - - 180,738
Average inferast rate T.27% T.24%
FIXED RATE
Financial Habififies
Bitis payabie and fully drawn
advances {non-current) - 46,800 - - - - 46,600
- 45,600 - - - - 46,600
Average Interast Rate &.53%
NON INTEREST BEARING
Financial assels
Trade debtors 42,886
Derivative financial instrumant BE3
Avafiabia-lor-sale financial agssels 113
43,862
Financial fabiities

Trade and other payables 32,535
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30. FINANCIAL INSTRUMENTS [continued)

The {cliowing table sets out the cartying arnount, by maturity, of the consolidated financial instruments that are exposad (o inlerest rate sk as at

31 Dacember 2005

Less than
1year 1-2years 2-3 years 3 -4 years 4-5 years 5+ years Totat
$'000 000 000 50040 000 §'000
FLOATING RATE
Financial assels
Cash and cash equivalants 4,484 - - - - 4494
4,494 - - - - 4,484
Average interest rate 6.18%
Financial fabififies
New vehicie batmend {current) 122 278 - - - - 122,275
Bitis payable and fully
crawn advances {current) & 800 - - - - 4,000
Bifls payabia and fully drawn
advantes {non-current - 41,000 - - - 41,000
126,278 41,000 - - - 167,278
Average inferast rate 6.48% £5.63%
FiIXED RATE
Financial Habififies
Bitis payabie and fully drawn
advances {non-current) - 50,800 - - - 50,600
- 50,660 - - - 50,600
Average Interost Rate &.79%
NON INTEREST BEARING
Financial asseds
Trade dehtors 48,471
Derivative financial instrurnent -
Avaiiabiadorsale financial assels 8673
53,144
Finangial labifities
Trade and other payables 28,122
31 INVESTMEKTS IN SUBSIDIARIES
Marni of Cost of parent Ereidy
antity entity's investment holding
2008 2005 2006 2005
$000 $000 % %
Aj cosl:
Eagers Retail Pty Ltd 4,678 4,678 100 100
Eagers Parts & Equipment Ply Lid 40 40 100 100
Fagers Finance Piy Lid 102 102 100 100
Nundat Motors Py Lid a3 a3 100 100
Fagers Neminess Pty Lid 50 50 100 100
Ausleal Pty Lid 413 413 100 100
E G Eager & Son Py Lid 3,516 3,516 100 100
AP Group Lid 21,488 21,488 100 100
AP Ford Pty 14d - - 100 100
AP Motors Pty Lig - - 100 100
AP Motors {No.1) Ply Lid - - 100 100
AP Motors {No.2) Py Lid - - 100 100
AP Motors {No.3) Ply Lid - - 100 100
Agsociated Finance Ply Limited - - 100 100
Leasaline & General Finance Pty Ltd - - 100 100
City Altormotive Groop Pty Lid 3.868 3.866 100 108
34,244 34,244

Al sibsidiaties are eiher directly controlled by AP, Eagers Limited, or are wholly cwned within the group, have ordinary class of shares and are

incorporated in Austrakia.



A.P. EAGERS LIMITED

NGQTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
31 DECEMBER 2006 {continued)}

3t INVESTMEKTS IN SUBSIDIARIES {continued)

{a} Acquisificn of businesses

The Group soguired various businesses dirtng the year as detalled helow.

The acquired businesses contributed revenues of $93,236,000 and profit before tax of 237,600 from the respective dates of acquisitions o
21 December 2006,

If the acquisitions had occurred on 1 January 2006, the consolidated revenue and the consoiidated profit befora tax woldd have been
$1,221 mitlion and $37 millon respeclively,

Date of aoogdsition 2¥-Fuh-08 01-Mar-06 14-ALg-06 15-Bec-06 2606 2605
Business name Bavside Hond Brisbane Molor Hidden Valley Aasiral Total Fait Total Falr
& Kia Auctions Ford & Stuart AudifCitrosn Value Vaiug
Motor Group
Fo00 Fo00 000 $'000 $'000 5000

Fair vaite of assets acquired:

Trade receivshies 27 14 14 687 118 -

Iswardory 2725 1614 5203 1,279 10,229 3,118
Praperty, plant and squipmant 121 B8 10,875 115 11,309 1,253
Daferred tax aasets 10 214 a7 7 328 162
Creditors and borrowings (2,146) (715 {3.968) {1.259) {8.108) {824)
Fair value of net assets aoquined bEY 825 12,2587 208 13,868 3,710
Acruisition cost - Cash considerali 247 1,435 14,167 §91 17,146 13,184
Goodwill paid on acquisition 11¢ 31¢ 1,870 482 3272 0,474

Soodwilt arose in the business combination because the congideration paid for the combinalion included amounts in refation to the benefit of
axpacted synergies and fufure revenue and profit growth from the businesses acguired. These benefits are not recognised separalely from
goodwill as the future economic benefits arising from them cannot be refiably measured.

32. CONTINGENT LIABILITIES

{2} Parent entity

Unsecured guarantees, indemnities and underiakings have bean given by the parent entity in the nommal course of business in respect of
financial and trade arrangements entered it by its stbsidianies. 1t is not praclicable (o ascertain or estimate the maximum amount for which
the parent antity may  become fiable in respect thereof. AL 31 December 2008 no subsidiary was in default in respect of any arrangement
guarantesd by the parent entity and all amounts owad have been brought fo account as liabiities in the financial statements,

{b) Deed of cross gusrantee
A7 Eagers Limited and all of its subsidiaries are pariies ko a deed of cross guarantes which has been lodged with and approved by the
Australian Secwities and investrments Commission. Under the dead of cross guarantee sach company guarantees the debis of the other companie:

The maximuem exposure of the parent entity in relation (o the cross guarantess is $293 478,000 {2005 - $262,038,000).

CONSCLIDATED PARENT ENTITY
2606 2005 2006 2065
$'000 5994 $'000 $'000
33. COMMITMENTS FOR EXPERDITURE
Capital Commiments
Commitrments for ihe constroction of bulldings and acquisition of plant and equipment
contracted for at the reporting date bui not recognised as liabilites, payable:
Within cne year 8,088 5,680 - -
Operating Lease Commitments
Cormmitrnents for minimurm lease payments in refation to nen-cancellable
opesaling leases for premises are payable as follows:
Within t year 4 058 2,443 - -
Later than 1 year bui net later than 5 years 9,886 5,316 - -
Later than 5 years 6,301 34619 - -
20,340 11,377 - -

The consclidated entify leases property under non-canceilable aperaling leases with expiry dates between 30 Aprit 2008 and 31 May 2014,
Leases generally provide for a right of renewal at which lime the lease is renegotiated. Lease rental payments comprise a base amount plus
an incremental contingent rental based on movements in the conswmer price index or a fixed percenlage increase,
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NGQTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
31 DECEMBER 2006 {continued)}

34. ECONOMIC DEPENCENCY

The normal trading activities of & number of entities in the congolidated entity depend on franchise agreements wilh the following
vehicle manufactrers or their appointed agents for the supply of new vehicles, parls and accessories:

- Holder; Lid

- Ford Motor Company of Australia Limied

- Toyoia Mator Corporation Adsiralia Limited

CONSCLIDATED PARENT ENTITY
2606 20405 2006 2005
$ 3 $ $
35. REMUNERATION OF AUDMTOR
Amounts received or due and receivable by DTT {NSW) for:
- an audit or review of the financial report of the entity and any cthar
andity in the consolidatad enlity 268,500 225.000 8.000 8.000

Amounts received or die and receivable by refated entities of DTT (NSW! for:
- tax compliance services in refation to the entity and any other entity

irs ther consolidated entity 23,550 11,750 - -
- other services in relation to the entity and any cther entity in the

consolidated antity

- AIFRS and other technical advisory senvices 91,464 30,250 - -

- Dk diigence sendces 5785 18,500 - -

- Oiher advisory Services 37072 26,252 - -
426,371 308,752 9,000 8,000

36. SUBSEQUENT EVENTS

On 28 February 2007 the company paid $29 million to acquire 100% of the shares in Peter Bunn tnvestmaents Ply Lid, Peter Robinson
Investrments Pty Lid and Trevor Reading Investments Pty Lid which collectively owned 100% of the shares in PPT Investments Pty Ltd trading
as the Klosier Group in Newcastle and the Hunter Valley region of New Soulh Wales.

The $29 milion (ransaction was selited by the issue of 631,581 shares in AP Eagers Limited and $23 millicn in cash. Concarrantly

AP Eagers Limited purchased alk the land and bldldings used by the Kloster Groug thal were owned by the vandors for $34 million cash.

The Kloster Groap, with tirnover of $300 milion per annum s the premier motor dealership growg in Newcasthke and the Hunter Valley region
with impressive facilities in the best locations. They concurrently have exclusive representalion for BMWIMIr, Chrysler Jeep and Dodge, Ford,
Honda, Hyundai, Mitsubishi, Nissan, Suzuki and WY within Newcastle along with additicnal representation for Ford and Hyundai in a number
af regional centees in the Hunter Valley,

37. KEY MANAGEMENT PERSONNEL

The rermuneration report included i the dirsctorg’ report sets out the rernuneration policies of the consolidated entity and the refationship
betwaen these policies and the consolidated entity's performance.

The following have been identified as key management perscnnel with authority and responsibiity for planning, direcling and controlling the
activities of the group, directly of indirectly during the finaneial year:

{2} Details of key management personnel

(1) Directors
B W Maedonald Chairman non-executive)
i A Ward® Managing Director and Chief Executive Officer
D A Ajtken™ Birecior (non-executive)
P W Handay** Birecior (non-executive)
A Love Birecior (non-executive)
M 5 Politis Birecior (non-executive)

* appointed a direcior 8 March 2006
* redired 31 March 2008
* appointed & Decamber 2008
(i} Execufives
DWW Huli Group Company Sacretary
G 1 Walker Chief Financial Officer
¥ Thornion General Manager Operations - Velicles
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NGQTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
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37. KEY MANAGEMENT PERSONNEL (contirued)

{) Compensation of key management personnel
The aggregate compensalion made to key management personnet of the Cormpany and the Group is sel out betow.

CONSOLIDATED &

PARENT ENTITY
2606 2605
$ $
Short term 1.851,828 2072157
Post smployensnt 247 854 353,728
Othar ong term - -
Termination banafits - 121,857
Share hased payment 841,383 420,691
2,881,263 2,868,133
The compensalion of each member of the ey managerment personnet of the Group for the current and prior year are set ol in the
Retnuneration Report contained i the Directars’ Report.
{c} Gption holdings of key management parsonne
Details of options held by key management personned can be found in Note 37 (g).
{d) Relevart Intarest in shares held by key management personnel
Dividend
At Rainvestment At 31
1 January 2008 Plar Purchases Bales Dacember 2008
Directors
B W Macdonald 75,0600 - 9,375 - 84,375
M A Ward &,BBe 820 15,817 - 25,223
A Lowe 24,000 - 10211 - 34,211
M 5 Politis 9,683,801 03,083 1,211,601 - 11,008,485
P W Henlay - - 330 - 530
Execuiives
O W Hul 47777 - 11,074 - 58,851
¥ Thornion - 74 4,022 - 4,098
G 1 Walker 5,864 387 3,875 - 10,226
9,855,328 104,364 1,266,305 - 11,225,997

{e} Loans to key managemant parsonnel
There are no foans {o key management personnel

{f) Other transactions with key management personnel
DOther fransactions with key management personnel are detailed in note 38: Related parties

{g) Share Based Payments

The Chief Executive Officer has been granted rights under a share ineentive plan from 1 July 2005. To date, 500,000 rights have been granted
in terme of the plan, wilh vesiing in 5 franches of 100,000 rights over a § year period. The vesting of the performance rights granted is based on
the totat shareholder redurn (TSR} of the Group compared 1o the TSR of a basketl of peer constituents (based on the ASXK 300}, {o determine
the ranking of the Group. This ranking is converted to a percentile rating which is then used to determine the proportion of awards that vest on
g soaled basis. Budlt into the plan i re-testing after 12 and 24 months if the franche has not achieved 100% vesting, and is usad to determine
whether addiionat vesting is available. Any performance rights not vested after the retesting periods tapse. The parformancs rights are selited
in shares in the Company, with no further cost to the employves. Further informalion on the determination of the fair vaiue of the performance .

rights can be found in Nole 2(a)(v)

Tne number of performance rights granted i3 as follows:

Murrbar of Grant date Emt of Exgiry date  Fair value of
parformance parformance zach
rights periad parformance
right
100,000 1-JUH0S 30-Jun-8E 1-Jui-08 5478
130,000 1-Jubk-05 30-Jun-G7 1--0% $4.92
100,000 1-JUH0S 30-Jun-GB 1-Jud-10 $4.68
100,000 1-Jub-0a 30-Jun-59 -1t $4.46
100,000 1-Juk05 30-4un-10 i-Ju-12 $4.25

Ni performance rights have vasted diving the year.
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38. EMPLOYEE ENRTITLEMENTS

Superannuation benefits

The consclidated entity makes contributions to several Superannuation Funds which provide accumulated benefits based on the
value of the accumulated contributions and investrnent relurns which ate credited (o sach member's acoount.

39. RELATED PARTIES

Key Management Personnel

Irformation on key management personnel is disclosed in Note 37.

Remuneration and retirement benofits
Irforemation on the remuneration of key individual rmanagement parsonnet is disclosed in the Remunaration Report included in the Direciors’ Report,

Other transactions of directors and director refated sntitios

The aggregate amount of “Other transactions” with key management personnet are as follows:

CONSCLIDATED PARENT ENTITY
2606 20405 2006 2005
$ $ $ $
(i} Professional fees paid to -
WMeGes isles Love Ply Lid 3,484 1,467 - -

My A Love is a director of MaGee Isles Love Pty Lid which provided professional services fo the consolidated entity. Al dealings with this
firm are in the ordinary course of business and are on normal commeraial terms and conditions.

(i} Mr N.G.Polifis is a divector and sharehelder of & number of companies involved in the motor industry with whom (he consolidaled entity
transacis business, These transactions, sales of $47,051 {2005 :$40,903) and purchases of $79,901(2005 - $79,552) during the last 12
monthe, are primarify the sale and purchase of spare parts and accessories and are carrded ol under terms and conditicns no mone
favourable than those which it is reasonable to expect would have applied if the fransactions were at arm's length.

(iiiy Controfied entiies may, from time o time, sell motor vehicles, parts and servicing of motor vehicles for dormestic use {0 directors of entities
in the consolidatecd enlity or their director-relatecd entilies within a normal employvee relationship on terms and condilions no mane

favourable thar those which it is reasonable to expect woldd have been adopted i dealing with the directors or thelr director-related entities .
at arrm's length in the same circumstances

Whoily-awned group

The parent entity in the wholly-owned group is A P. Eagess Limited. information retaling to the wholly-cwred groun i set out in note 31.
Transaclions bebween the parend sntity and its subsidiaries and amongst the varfous subsidianies consist of the payment and receipt of
dividends, rent {on a commercial basig) and administration charges {on a recouprment basis), the fransfer of funds amongst the companies for

day ta day financing and investmert of surpius funds, and the payment and recsipl of interest on nel working capital,

Armounts recelvable by the parent entity from relaled partios in the wholly owned groun at balance date are shown innote 12,
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40. EARNINGS PER SHARE

(&) Basic samings per share
Earnings attributable to the ordinary equity hoelders of the company

(b)) Diuted earnings per share
Earnings attributable to the ordinary equity hoelders of the company

(¢ Reconciligtions of sarnings used in calsUlating eamings per shara

Basic Eamings per Share

Profit for the year

Profit aftributatie to the ordinary equity holders of the company used in
calculating basic earnings per share

Diluted Earnings per Share

Profit for the year

Profit aftributatie to the ordinary equity holders of the company used in
aaleulating diluted eamings per share

(d) Weighted average number of shares used as the denominator

Weighted average number of ordinary shares outstanding during the year
usad i the catetdation of basie eamings per share
Adjustenents for caleulation of diluted eamings per share
- Performance rights

Weighted average number of ordinary shares outstanding during the year
Lised i the calotlation of dilted sarnings per share

41, RECONCILIATION OF NET PROFIT AFTER TAX TO THE NET CASH INFLOWS FROM OPERATIONS

Net profit after lax

Depreciation and amortisation

Profit on sale of properdy, plant and equipment

Share of jozzes (profits) of associates

Divicernds from subsidiaries

Dividernds from investments

Fair vatlue {gainsilosses of financial assels al fair value throwgh profil and loss
Employes share scheme

fincrease) decrease in assels -
Receivables
Inventories
Prepayrnents
Deferred tax

incroase [decrease} in Hahilities -
Creditors {inctuding baiment finance)

Provisions
Taxes payable

Net cash inflew from operating aclivities

42, NON-CASH TRANSACTIONS

CONSOLIDATED

2006 2045
Cents Cents
110.5 61.0
108.2 59.6
CONSOLIDATED
2006 2045
$' 000 § oGe
25787 13,285
26,787 13,298
25787 13,288
26,737 13,268
23,326 937 21,815,585
S00,00% S00,00%
23,826,837 22,315,585
CONSOLIDATED PARENT ENTITY
2606 2005 2006 2045
$'000 $'9090 $'000 $'000
25,787 13,298 15,000 24,025
5743 5133 - -
(15,012 {2,784} - -
(922 3,794 - -
- - {15,000 {27,008)
848 62 162
- - - 4,338
2188 420 - -
3,654 {3,120 - -
325 {21.897) - -
(2,917 583 - -
(488 108 - {1,301}
(5,389) 22,563 - -
(70 {488 - -
4,287 {244) - B
18,835 17,408 - -

Payenent of dividend of $2,271,308 {2005 $4 685, 208) under the Dividend Reinvesiment Plan was setted by way of issue of 321,028 shares

(2003: 665,188 shares).
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43. VESTMENTS IN ASSOCIATES
{a} Carrying amounts

Irvestments in associates ane avcounted for in the consolidated financiad staterments using the equity methad of accounting
Irformation relating to the associates is set out below.

Consofidated Parent entity
Name of company Ownership interast carrying amount carrying amount
2008 2005 2006 2008 2006 2005
£ £ $000 000 $000 $000

Traded on organised markels
Adic Group Limitad {in Bawdation) - 18.68% - - - -

Auio Group Lid was placed in administrationfreceivership in February 2008 and subsequently in Bguidation in June 2008
ahd consequently ceased 10 be an associate dising 20006,
The Group's investment in Auto Group was fully written off in 2005,

Unisted Securities
M T O instrance Services Limited 18.43% Mot Applicable 1,708 - - -

The investment in M T O Insurance Sarvices Limited was equity accounted from 1 January 2008 {refer Note 13{a)()
M T O insurance Services Limited is incorporated in Ausiralia and its principal aclivities are CONSOLIDATED
sale of consumer credit and aguity plus insurance products and investment sctivities.

2006 2605
$'000 $'000
{&) Mavement in carrying amounts of investmernts in associate -
Carrying amount al the beginning of the financial year - 3,856
Cost of invesirment in the associate, M T Q insurance Services Limited 1,832
Equity share of profit{loss) from ordinary aclivities
after income tax 922 {3,784)
Dividends received during current year {848) 62}
Carrying amoant at the end of the financial year 1,708 -
{c} Results attributable to associates
Profit from ordinary activilies before income tax 1,278 {3,538)
Inoame tax expense {353) {255}
Profit floss) from ordinary activities afler income tax ekl {3.704)
{d) Share of associate's contingent liabifities at 31 December 2006
Guarantees given on behalf of controlled entities for
borrowing faciities - 11,632
{e} Stare of assoclate’s expenditure commitments at 31 December 2006
Lease comgniments 33 7480
{f) Summarised financil information of associates
The aggregate profits, assels and llabilitles of associates are:
Ravenus 20,687 713,814
Profits (losses) from ordinary activities afler income tax expense 4,528 {22, BA0)
Assets at 31 December 2006 49,778 113,078
Liatrilities ad 31 Becember 2006 34,838 103,666

* 2005 compatatives relate 1o the Group's investment in Auto Group Limited whikst it was an assogiate until 31 December 2005,



