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ARB - History

Established 30 years ago as @ private company.
Listed as a public company, ARB Corporation
Eimited, 19 years ago.

ARS manufaciures and distributes Australia’s largest
range of accessories for 4WD vehicles.

Strony distribution system established throughout
Ausiratia.

Mow gells through distributors to over 80 countries
woridwide.

ARB - History {cont.)

« Over the past 10 years the company has performed
wary walk:

- Compodnd safes growth rate of 14% p.a.
- Compognd export sales growth rate of 19% pa.

- Cornpound after tax profit growth ate of 23% p.a.

(liguses from $H85/98 fo 2004651

Latest Reported Resuit

8 Months fo 31 December 2005
Bales growth stowed to 3.6% compared with previous
verresponding period.
Bales for 6 months were $59.1 mition,
Net profit after tax up 31% but essentially the
increase was due o a property sale and leaseback.

Export sales and sales outside the igrge metro areas
of Mathourne and Sydney grew weail.

Sales in targe melro areas in Australia dectined.

Fapidey escalating fuel price was the significant factor
affecting sales growth.

Performance for 9 Months
to 31 March 2006

« Sales in the 3rd quarier increased by over
10%.
+ Sales for the 9 months are now ahead by 6.5%
{compared with 3.8% for the six months).
+ For the year to date:
— Bales in the Australian market, aftermarkel and
original eguipmant combined, are up 7.5%
- Bales to all export markets including the USA are up
%
— Bales for our subsidiary, Kingsley Enterprises Pty
Linited, ara down by 10.5%.
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Current Group Sales Mix

Austratian Aftermarket 48%
Exports (non USA) 18%
Exports - USA Sales 16%
Original Equipment in Australia  10%
Kingsley Enterprises _8%

100%

Austraiian Aftermarket Distribution

ARB dgistributes throughout Australia from state sales
offices with attached warehouses,

State sates offices distribuie to ARB stores,
independent 405 specialists and new vehicke
dealers throughout sach state,

There are now 24 ARB branded stores established in
Aastralia. Nine of these businesses are company
owned, the other 15 stores are franchizses,

Three siores were opened in the 8 month period, 1
campany owned and 2 franchised.

Ausiralian Aflermarket Distribution
{cont.}

The company infends o establish a new ARB sione
at Wentworthville in NSW within 12 months,

The company's Abbolsford store in Melboume will be
relocated ovar the next yaar as the property has been
soid.

Over the next 12 months we expect another 4
independently owned ARB stores will be established
in Australia,

ARE stores provide the company with a strong, loyal
digtribution base in the Australian Aftermarkat.

Purchase of Western Australian Distributor

ARB’s distribution i Western Australia has
hisiorically besn handied by an independent
compary.

ARB acquired this business on { Aprii 2008,

T?}l? total initial investment will be approdimalely $2.5
millian.

Drivan by the mining boor, Western Avstralia has a
very high densily of 4WED vehicles and currently has
the highest vehicle sales growth of any state in
Aastralia,
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Purchase of Western Australian Distributor
{cont)

We are confident that the business can conlinue fo
grow rapidly under ARB's control.

The acquisition wil add net sales of approximately 36
milion ta ARE in 2006/07.

it is expecied to be eamings per share positive from

1 July 2008,

Austratian Aftermarket
Current Conditions

ARBs fraditional customers, whether commeraial or
recreational, are the owners of large 4WD's (Toyota
LandGruiser, Nissan Patrol Land Rover Biscovery
ete) and $WD0 uilites {Holden Rodeo, Toyota Hilus,
Nissan Mavara ete).

Over the past 5 years, the sales of new vehicles in
these two segments have changed dramatically,
Bajes of new vehicles in the large 4WD segment are
down and sales in the 4WD utility segment are up.




Australian Aftermarket
Current Conditions {cont.}

Unit Sales Calendar Year | Calendar Year
2002 2008
Large 4WE's 28,537 19,083
ANWD Utitilias 42,038 62,728

Austratian Aftermarket
Current Conditions {cont.)

The shift has been caused mainly by the increased
cost of fust, A large nuantity of the 4W5 utidities soid
are dual cab ufilites powered by relatively
sconcrmicat turbo diesef engines. ARB has developad
an extensive range of products for these $WD utitity
vehicles,

ARB services the needs of both new vehicle owners
and the owners of older vehicles which is a
campetitive advantage.

Retail activity in the Australan Aftermarket, espacially
in the iarger capital cities, is subdued at present. Fuel
price Increases are & major contributing factor.
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Australian Manufacturing

Dy #Hgyth manufaciaring plant was expanded
substantially in January 2005 {o a total area of about
7 500 snoare metres,

Since this expansion, ARE's production osulpit has
not increased o the extent which we planned. This is
due aimost entirely to the lack of availability of skiled
workers.

This skill shortage applies to welders in particubar «
the mainstay of our manofacturing operations.

Austratian Manufacturing {cont.}

We have increased oulput to a certain degres by the
use of robotics. However, a3 we are an Aftermarket
suppher with relatively low unit volumes, this is not
always economically efficient.

The cost of emploving and then fraining unskiiled
peaple is very high and in many instances produces
unsatisfactory results.
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Thailand Manufacturing Plant

A Thaitand manufaciuning plant is being established
to provide ARB with capacity to grow.
The project started in August 2005,
We have purchased land and buildings in the Easten
Seaboard Industrial Estate near the Lasm Chabang
seaport, south east of Banghok.
The bulding is 3,000 ag. melres and a further 5800
sy, fretres can be built on the land avaifable.
The fotal vesiment will be approximately $AG million
and includes:

- Land and builings

— Purchase of major tems of machinery.

Thaitand Manufacturing Plant
{cont.}

The new plant will predominanty manufactire roof
racks and buil bars for the US and Thai markets.

The first fimited production of roof racks started last
week.

We ate budgeting for this plant to break even by the
end of the first half of 2006/07,

In the 2005/06 year, approximately $800,000 will be
axpensed in the consobdated accounts lo cover non-
capital expenses incuved in the start up, $180,000 of
this was expensed in the first half,




Economic/Business Conditions
Impacting on ARB's Performance

The Four Major Factors

— Steal Pricing
— Fuel Pricing
— Value of the Australian Dollar

— Availability of Skilled Labour {alrsady
discugsed)

Steel Pricing

Siesl is the major raw material for much of ARB's
produst range.

During the 2004/5 yaar, the price of steel to ARB
increased by over 40% which severely depressed our
operating rasult.

Steal prices have since stabitised and we befieve we
will get through the remainder of 2005/8 with no price
increases and possibly some usefud reductions on
various product lines.

The astablistrnent of our Thaliand cperation will open
up new sources of supply of steel to both our
Australian and Thai operations,

Al
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Fue! Pricing

Fuel prices are certainly a major influence on ARB's
business worldwide.

Fising fuef prices have affected the type of 40D
most favoirad by our tradional customers. Smaker
turbre diese! powered dual cab pickups are now our
most important market segment.

Wiiite our first half result in 20056 was impacted by
rapid price rises, sales growth improved in the 3rd
nuarter when fusl prices stabilised in Austradia,

We are yet to feel the effect in terms of sales of the
fued price increases that have ocourred over the past
few weeks in Ausiralia.

Value of the Australian Doliar

ARB is both an exporter and imporier of finished
goods and companents.

Exports account for 34% of ARB's sales, whareas
imports account for fess than 10% of ARB’s sales.
Consequently a fower valued Auvstralian dofiar assists
ARB’s performance.

Exports have grown by & solid 8% for the first 9
months of 20056 a8 the dollar has baen relatively
stabla, trading mainly between 70c and 75c to the US
dollar.

Further strengthening of the Australian doliar from
racen! fevels remains a risk factor.

Capital Expenditure Programme

ARBD iz in a very strong financial position and had 2 ned
cash balance as at 31 December 2005,

Capital expenditure duing the current half year and in
the first haif of 2006/07 is expecied to be as follows:

- BB.G millian - eslablziment of Thatand apsralions

- 2.5 million - puschsse of Western Austrsiian distributor

= B1.5 mullion « buddisg of @ retsil sfore al Wentworttedtle, NEW

- 2.5 million - puschsse of a retail store in Melbourns 1o
replaca he abbolsfors sile

= 2.6 mullios - geseral upgrading ang replasement of existing
capilal equipment

5%4.5 milivn lotsl

Capital Expenditure Programme {cont.}

This amount will be funded oot of ARB's sxpected
operating cash flows and currently established bank
faciities.

Capital expendiure in the 2nd half 200807 and
beyond is difficult to predicd as it fargely depends
upan how quickly wa can estabdish and grow the
Thailand plant.
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Re-Sourcing Products
and Components

To improve our international competitiveness, we are
reviswing the sourcing of both our products and the
components for our products,

This sspecially applies to products not currently
rmade d?rscﬂy by ARS.

We have already re-sourced a number of products.
Cutrently we import products and components from
the USA, Haly, South Africa, Japan, New Zealand,
Tha#and, China, Taiwan, Malaysia and Brazil.

This re-sourcing initiative has assisted ARB to
maittain its marging at favourable fevels with the rise
in the Australian dellar. We are actively looking for
neaw sources in Malaysia, Thaitand, China and
Taiwan,

Product Bevelopment

ARB is clearly a world lsader in the developmeant of
accessorfes for 4WD vehicles.

It is critica! for our future growth that we continue to
strengihen our focus on new product innovations.
ARB continues to spend around $250,000 per month
in product development and produst engineering.
This amount does nol include expendilure on tocling
of new products.

-

Product Development {cont.)

Following the releases of the new Toyola Hilux 4WD
and Nissan Mavara £W0, new Mazda, Ford and
hitsubist WD pickups will be released shorlly. ARB
is developing new protection products, suspension
systems, Air Lockers and cancpies for all of these
vehicles over the next 6 months.

We are continuing 1o expand our ranga of ARS buil
bars to sait American produced vehicles, sspecially
the US big trucks. We have a range of buli bars for
Ford and Chevroled, but bars for Bodge, Nissan Titan
and Toyota Tundra are yet to be developed and offer
greal potential.

Many other new products are being worked on by
ARB's anginesring team.

The Future

As previously advised, the directors of ARB expect a
flat prefit result for the 2005/ year when profits from
property sales are excluded.

However, we will have astablished the Thailand plant,
purchased our Western Austratian agent and
continued fo develop the ARB store programme
throughout Avstralia.

These significant initiatives provide a solid platform
for further lorg keem growth.

Strong growth opporiunities exiat for ARB in both
domestic and export markets,

The Future {cont.)

Owvar the next 12 months, we sxpect to achieve
abiove average growth overseas in the US and Thal
markets and also locally in NEW and Western
Ausiratia.

The success of the Thaliand plant is critical to provide
production capacity 50 as to maximise ARBs future
sajes growth cpportunities.

Asgurning aconcmic and business conditions remain
regsonably favourable, ARB axpects further safes
increases and a raturn bo prodit growth in 2006/7.




