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BELE POTTER GROUP PTY LIMITED
AND CONTROLLLD ENTITIES
DIRECTGRS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2006

Directors' Report

The directors present their report together with the financial report of Bell Powter Group Pty Limited ("the Company") and the consolidated financial report
of the economic entity, being the Company and its conteolled entities, for the year ended 31 December 2006 and the auditor's report thereon.

Directors in olftce as at 31 December 2006 were:

C M Bell -Chairman

[ A Provan - Managing Director
L M Bell

A G Bell

H Robertson

L. A McPavden

P 1 Burrows

DIRECTORRS

The names of the directors of the Company in office during the year and until the date of this report are disclosed in Note 28,

PRENCIPAL ACTIVITIES
The principal activity of the economic entity during the linancial year is steckbroking. There have been no significant changes in the nature af this activity

dusing the year.

REVIEW AND RESULTS OF OPERATIONS

The economic entity’s operating profit before income tax for the year was $15,576,794 (2005: $28,733,088).
The economic cntity made a profit after 1ax for the year ended 31 December 2006 of $10,765,574 (2005: $20,030,015).

BIVIDENDS
Dividends paid out of distributable profit reserve duving the fimancial year were $20,000,000 (2005: $5,390,000}, Detailed disclosurc at Note 8.

Cents per Franked/
share Total amount unfranked Date of payment
Declared and paid during the year 2406
Final 2005 ordinary 17.3 20,000,000 Franked 3rd April 20006

SIGNIFICANT EVENTS AFTER THE BALANCE DATE

Ne mafters or circumstances have arfsen since the end of the financial period that has significantly alfected o may siguificantly affect the operations of the
coonomic entity, the results of thase aperations, or the state of affairs of the economic entity in fulure financial years.

DIRECTORS® BENEFITS
Since the end of the previous financiat year, no Director has received or become entitled to receive a benefit {other than a benefit included in the aggregate

amount of remuneration received or due and receivable by the Directors, or the fixed salary of a {ull time employee of the Company as shown in note 28)
by reason of a contract made by the Company or a related corporation with a Director or with a fiom of which he is a member, or with 2 Company in whick

he has a substantial financial interest.

LIKELY DEVELOPMENTS
The cconomic entity will continue to pursue its business strategy to become the leading independent stockbroker in Australia.

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS.
In the opinion of the directors there were no significant changes in the state of affairs of the economic entity that occusred during the financial year under

review.

ENVIRONMENTAL REGULATION AND PERFORMANCE
The economic entity is not subjoect to any patticular or significant environmentat regulation.

OPTIONS
No options over shares in the cconomic entity have been granted during the financial year and there were ne options outstanding at the end of the financial
vear,

LEAD AUDITORS INDEPENDENCE DECLARATION
A copy of the anditor's indepeadence declaration as required under section 307C of the Corporations Act 2001 is set out on page 3 and forms part of this

report.
1




BELL POTTER GROUP PTY LIMITED
AND CONTROLLED ENTITIES
DIRECTORS' REPORT
FOR TUE YEAR ENDED 31 DECEMBER 2006

AUDITOR APPOINTMENT
William Buck resigned as auditors effective 23rd August 2606, KPMG was appointed as auditor as of that date.

DIRECTORS' MEEFINGS
During the financial year the followiog directors’ mecting were held. Attendances were as follows:-

Number

cligible €0 Nuniber

attend attendesd
LM Bell 4 4
A G Bell 4 4
C M Belt 4 4
I A Provan 4 4
H Robertson 4 4
L. A McFayden 4 4
4 4

P 1 Burrows

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND AUDITORS

The Company has agreed to indemnify the current Directors of the Company, ageinst all labilities to another person (other than the Company or related
parties) that way arise from their position as Directors of the Company, except where the liabilities atises out of conduct involving a lack of good faith. The
agreement stipulares that the Company will meet the {ull amount of any such liabilities, including costs and expenses. In accordance with usual commercial
practice, the insurance contract prohibits disclosure of details of the natwre of the Habilities covered by the insurance, the mit of the indemnity and the
amount of the premium paid under the contract.

Since the end of the previous finzncial year the Company has not indemniffed or made a relevant agreement for indenmifying against a Hability any person
who is or has been an auditor of the Company.

Stgned in accordance with a resolution of the Board of Directors,

Director

Metbourne 308 March 2007




Lead Auditor’s Independence Declaration under Section 307C of the Corporations Act 2001
To: the directors of Bell Potter Group Piy Limited
{ declare that, to the best of my knowledge and belief, in relation to the audit for the financial

year ended 31 December 2006 there have been:

(i)  no contraventions of the auditor independence requirements as set out in the
Corporations Act 2001 in relation to the audit; and

(i)  no contraventions of any applicabie code of professional conduct in relation to the
audit,

LIS

KPMG

AL

Don Pasquariel
Partner

Melbourne

30 March 2007

KFMG, an Australion partae:ship and a membor fiem of the KPMG network
ol indepandenl member firms affifated witt KPMG Imernatinnal, 3 Swiss coopeative.




Independent awdit report to the members of Bell Potter Group Pty Limited

Scope

We have audited the financial report of Bell Potter Group Pty Limited (“the Company™) and its
controlled entities (the “Consolidated Entity”) for the financial year ended 31 December 2000,
consisting of the income statements, statements of recognised income and expense, balance
sheets, statements of cash flows, accompanying notes, and the directors’ declaration set out on
pages 5 to 26. The Company’s directors are responsible for the financial report. We have
conducted an independent audit of the financial report n order to express an opinion on it to the
members of the Company.

Our audit has been condueied in accordance with Ausiralian Auditing Standards to provide
reasonable assurance whether the {inancial report is free of material misstatement. Our
procedures included examination, on a test basis, of evidence supporting the amounts and other
disclosures in the financial report, and the evaluation of accounting policies and sigrificant
accounting estimates. These procedures have been undertaken to form an opinion whether, in all
material respects, the financial report is presented fairly in accordance with Australian
Accounting Standards and other mandatory professional reporting requirements in Australia so
as to present a 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 and their cash flows.

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

Audit opinion
In our opinion, the financial report of Bell Potier Group Pty Limited is in accordance with:
a} the Corporations Act 2001, including:

1. 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 financial year ended
on that date; and

ii. complying with Australian Accounting Standards and the Corporations Regulalions
2001; and

b) other mandatory professional reporting requirements in Australia.

KIS

KPMG

Don Pasquarielfo
Partner

Melbourne
30 March 2007
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BELL POTTER GROUP PTY LIMITED
AND CONTROLLED ENTITIES

INCOME STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006

Revenue
Rendering of services

Totaf revenue

Investing income
Qther income

Employee expenses

Depreciation and amortisation expenses
Ocoupancy expenscs

Sysleins expenses

Communication expensecs

Professional fees expenses

Otlier expenses [rem ordinary activities

Profit before finance
Finance income
Finance costs

Prafit before income tax
Income tax benefil/{expense)

Net protit/(loss) for the year

Mote

6 (a).
& (b).

6 (f).

§(z).

6 ().
6(dy.

Economic Enlity

Parent Entity

2006 2005 2006 2003
$ $ 3 §

174,199,157 145,191,920 . .
174,199,157 145,191,920 . -
403,964 426,141 20,000,000 5,390,000
597,426 952,343 395,997 y
{138.857,509) (96,810,731 - -
(1,612,664) (1,584,011 (14,113) (169,356)
(4,783,924) (4,958,116 - .
(8,266,104) (7,283,376) . .
(1,704,574) (1,406,582) . ;
(1,412,326) (1,493,769) (10,000) £386,561)
(7,470,483) (8,171,445 {380,201) (624,412)
11,052,963 24,862,373 19,991,683 4,209,671
4,676,740 4,198,057 26 2,783
(152,909) (326,742) (127,044} (243,060
15,576,794 78,733,688 19,364,905 3,969,394
{4,8£1,220) (8.703,673) 176,084 246,082
10,765,574 20,050,015 20,040,989 4205476

The income staterments ts to be read in conjusnction with the notes to the financial statements set out on pages 9 - 25.




BELL POTTER GROUP PTY LIMITED
AND CONTROLLED ENTITIES
STATEMENTS OF RECOGNISED INCOME AND EXPENSE
FOR THE YEAR ENDED 31 DECEMBER 2006

Note Econamic Enfity Parent Entity
2006 2085 2006 2005
¥ % ¥ 5
Net income recognised directly in equify - - - -
Brofit for the year 16,765,574 20,030,015 20,040,989 4,215,476
Total recognised income and expense for the year 10,765,574 20,030,015 20,040,989 4,215476

Fhe statements of recagnised income and expense are to be read in conjunction with the notes 1o the fisancial statements set out on pages % 10 25,
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BELL POTTER GROUP PTY LIMITED

AND CONTROLLID ENTITIES
BALANCE SHEETS

AS AT YEAR ENDED 31 DECEMBER 2806

Note Econemic Entity Parent Entily
2006 2005 2006 2008
3 % B $
CURRENT ASSETS
Cash and cash equivalents 9. 48,014,925 39,946,847 3,178 14,166
Trade and otlier receivables 10. 93,640,746 64,025,672 23,867,105 30,893,065
Financial assets [l 13,346,086 3,577,329 - -
Prepayments 595,943 474,011 - -
Total current assets 155,597,700 110,023,859 23,870,283 30,907,231
NON-CURRENT ASSETS
Financial asscts 12. - 5,651,485 81,576,321 26,835,090
Other firancial assets 13 20,012 30,012 - 10,060
Property, plant and equipment 14. 4,778,260 4,611,446 671,685 14,113
Deferred (ax assels 7. 3,025,371 2,426,034 594,74C 423,065
Titangible assets 15 3,097,955 3,097,955 - -
Toial non-current assets 10,921,533 15,816,932 82,842,740 27,282,268
‘Fotal assets 166,519,233 125,840,791 106,713,029 58,186,499
CURRENT LIABILITIES
Trade and other payables 16. 94,896,722 58,405,415 1,788,636 1,308,315
Interest bearing loans and borrowings 18. 141,082 18,801 141,082 18,801
Current tax Habilities 2,509,163 6,713,884 2,509,163 6,712,903
Provisions 20. 23,952,177 4,764,729 950,000 650,776
Total current liabilities 121,499,144 69,902,829 5,188 881 8,690,795
NON CURRENT LIABILITIES
Trade and other payables 17. 894,21% 2,682,658 894,219 2,682,658
Interest bearing loans and borrowings 19, 2,030,603 3,500,000 2,630,603 3,500,000
Provisions 21, 4,390,813 2,816,420 300,960 -
Total non-current linhilitics 7315636 8,999,078 3,225,782 5,182,658
Total Lnbilities 128,814,779 78,901,907 8,614,663 14,873,453
Net assels 37,704,457 46,938,884 98,098,366 43,316,049
EQUITY
Contributed equity 2. 39,692,760 39,692,760 39,692,760 39,692,760
Other reserves 22, 13,390,640 22,625,667 74,028,050 19,245,730
Retained camings/(losses) {15,373,943) (15,378,943} {15,622 444) {15,622,444)
Total equity 37,704,457 46,938,884 08,098,366 43,316,046

The balance sheets is to be read in conjunction with the notes to the financial statements set out on pages 9 - 25,




BLLL POTTER GROUP PTY LIMITED
AND CONTROLLED ENTITIES

CASH FLOW STATEMENTS
FOR THE YEAR ENDED 31 BECEMBER 2006

Note Econemic Entity Parvent Entity
2006 2065 2006 2005
3 b3 $ 3

CASH FLOWS FROM QPERATING ACTIVITIES

Cash receipts in the course of operaticns 173,990,960 [75,878,933 - -
Cash payments in the course of operations (132,484,907) {170,016,954) 201,985 {184,597}
income {axes paid (9,615,267 (123,423) (9,615,003} (121,219)
Dividend received - - 26,000,060 5,390,600
Interest received 4,851,784 3,574,893 266 6,200
Interest paid (152,909 (326,742} {127,044y (243,060}
Net cash Hows fram/(used in) eperating activities 23. 36,589,662 8,986,707 10,464,204 4,846,624
CASH FLOWS FROM INVESTING ACTIVITIES

Payment for Property plant & equipment {1,940,505) (2,422,003} (671,685) -
Proceeds for sale of investinends - - 10,100 -
Preceeds from disposal of property, plant & equipment 111,966 30,4006 - -
Payments for investments (7,997,615) (8,549,290) - -
Procceds from sale of inveshments 6,230,008 626,093 - -
Nef cash flows from/(used in) investing activities {3,589,036) {10,314,894) {661,585 -
CASH FLOWS FROM FINANCING ACTIVITIES

Intercompany loans advanced/{repaid) (1,796,393} {3,703,9348) 11,537,509 2,700,333
Dividends paid (20,000,000} (5,390,000) (20,000,000) (5,390,000)
Repayments of Bormowings (3,135,555) (2,216,034) {1,347,116) (2,216,035)
Proceeds from issue of shares - 2,571,349 - -
Net cash flows from/{used in) financing activities (24,931,948) (8,738,619) (9,809,607) (4,905,702}
Net increase/{decrease) in cash held 8,068,078 {10,066,806) {10,988) (59,078)
Cash at the beginning of the financial year 39,946,847 50,013,653 14,166 73,243
Cash at the end of the financial year 9. 48,014,925 30,946,847 3,178 14,166

The statements of cash flows ig to be read in conjunction with the notes to the financial statements set owl on pages 9 - 25,




BELL POTTER GROUP PTY LIMITED
AND CONTROLLED ENTITHIS
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006

1.

CORPORATIL INFORMATION

The financial report of Bell Potter Group Pty Limited ("the Company™) and its controlled entity ("the economic entity™) for the year ending 31
Byecember 2006 was authorised for issue in aceordance with a reselution for the directors on 30th March 2007,

Bell Potter Group Pty Limited and controlied entities are companies litited by shares, incorporated in Australia,

The principal activity of the cconomic entity during the [inancial vear was stockbroking, operating on the Australian Stock Exchange.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Table of Contents

()
)]
(c)
()
(e}
(H
(g
€,
(i)
1]
(k)
()]
(m)
(n}
{o}
)
(D

Statement of compliance
Basis of preparution
Statement of cash (fows
Principles of consolidation
Revenue recognition

Goods and services tax
Property, plant and equipment
Goodwill

Impairment assessment
Interest-bearing loans and borrowings
Leases

Income tax

Investments

Employee benefits

Trade and other receivables
Trade and other payables
Contributed equity

{a) Statement of Compliance

(b)

The financial report is a general-purpose financial report, which has been prepared in accordance with the requirements of the Corporations Act
2001 and Australian Accounting Standards, issued by the Australian Accounting Standard Board (AASB). International Financial Reporting
Standards form the basis of Australian Accounting Standards zdopted by AASB. The financial report of the Company and economic entity also
comply with IFRSs and interpretations adopied by the International Accounting Standards Board. The financiat report has also been prepared ona
historical cost basis except for fair value through profit or loss, which have been measured at fair value,

‘The financial report is presented in Australian dolars,

Basis of preparation

New Standards and interpretations not yet adopted

The folfowing standards, amendments to standards and interpretations are available for early adoption at 31 December 2006, but have not been
applied in preparing the Company's financial statements:

AASB 10) Presentation of Financial Statements (October 2006) has deleted the Australian specific Illustrative Financial Repont Structure and
reinstated the current [ASB 1 guidance on [Hustrative Financial Statement Structure. The revised AASB {01 is applicable for annual reporting

periods beginning on or after 1 January 2007.

AASB 7 Financial Instruments: Disclosures (August 2005) replaces the presentation requirements of financial instrements in AASE 132,
AASB 7 s applicable for annuat reporting perieds beginning on or after 1 Jannary 2007, and will require extensive additional disclosures
with respect to the Company's financial instiuments and share capital,

AASB 2005-10 Amendments to Austrafian Accounting Standards (September 2005) makes consequential amendments to AASB 132
Financial Instruments: Disciosures and Presentations, AASE 101 Presentation of Financial Statements, AASB 114 Segment Reporting, AASE
117 Leases, AASB 133 Earnings per share, AASE 139 Financial Instruments: Recognition and Measurements, AASB 1 First time Adoption
of Australian Equivalents to International Financial Reporling Standards, AASB 4 Insurance Contracts, AASB 1023 General Insurance
Contracts and AASE 1038 Life Insurance Contracts, arising from the release of AASB 7. AASB 2005-10 is applicable for anmwal reporting
periods beginning on or after § January 2007 and is expected to enly impact disclosures contained within the financial repert.

Interpretation 9 Reassessment of Embedded Dierivatives reguire that a reassessment of whether embedded derivative should be separated from
the underlying host contract should be made only when there are changes to the contract. Interpretation 9, which has becomes mandatory for
(e Company's 2007 financial report, is not expected to have any impact on the financial report.




BELE POTTER GROUP PTY LIMITED
AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006

2,

(c}

U]

(&

SUMMARY OF SIGNEFICANT ACCOUNTING POLICIES {continued)

Statement of Cash Flows

The Statement of Cash Flows is prepared on the basis of net cash (ows in refation to settlement of wades. This is congistent wilh the entity's revenue
recognition policy whereby the eatity acts as an agent and receives and pays funds on behalf of its clients, however only recognises as revenue, the
eniily's entitlement to brokerage commission.

For the purpose of the Statement of Cash Flows, cash and cash equivalents comprise cash at bank and on band and short-term deposits with an
original maturity of 3 moaths or less.

It is important to note that the balance shees discloses wrade debtors and payables that represent net client accouats being the accumulation of gross
trading,.

Principles of consolidition
Subsidiaries

Subsidiaries are entitics controlled by the Company, Conirel exists where the Company has the power to govern the financial and operating policies
of the entity s0 as o obtain benefits from ifs activities. The financial slatements of subsidiaries are included in the consolidated {inancial statemens

from the date that control cominenced until the date that comrol ceases.
In the Company's financial statements, investment in subsidiaries are carried at fair value,

Transactions Eliminated on Consolidation

Intra-group balances, and any unrealised income and expenses arising from intra-group transactions, are eliminated in preparing the consolidated
financial stalements.

Revenue recognition

Rovenuc is recognised to the extent that it {s probable that the economic benrefit will Hlow to the Company and the revenue can be reliably measured.
The following specific recognition criteria must afso be et before revenue can be recognised.

Rendering of services

Revenue is recognised by the entity on an accnuals basis as and when services have been provided net of the amount of goods and services tax
{GST). Exchange of goods or services of the same nature and value witlout any cash consideration are not recognised ag revenues. Provision is made

for uncellectible debts arising from such services.

[nterest income
Eaterest income is recognised as it accrues using the effective intevest method,

Dividend income
Dividends are bought to account when received.




BELL POTTER GROUP PTY LIMITED
AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

(Y Goods and services tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except where the amount of GST incurred is not
recoverable from the Ausiralian Tax Office {ATO}. In these circumstances the GST is recognised as part of the cost of acquisition of the asset or as
part of an item of the expense,

Receivabies and payables arc stated with the amount of GST included.
The net amount of GST recoverable from, or payable to, the ATO is included as a current asset or Jiability in the balance sheet,

(g} Property, plant and ecquipment

Property, plant and equipment is inciuded at cost less accumulated depreciation and any impairment in value. Al property, plant and equipment is
depreciated over its estimated usetul life, commencing from the time assets are held ready for use.

ltems of property, plant and equipment are depresiated/amortised nsing e reducing balance method over their estimated useful ves,

The depreciation rates for cach class of asset are as follows:

Leaschold improvements 25%
Office equipment 25 - 4%
0%

Furniture and {ittings

th} Goodwill
Goodwill on acquisition is initially measured at cost being the excess of the costs of the business combination over the acquirer's interest in the net
fair value of the identifiable assets, liabilities and contingent liabilities.

Following initial recognition, goodwil is measured at costs Jess accumulated impainnent losses.

Goodwill is reviewed for impaimment, anoually or more frequently if cvents or changes in circumstances indicate that the carrying amount is
impaived,
(i} Dmpairment assessment

At each repotting date, the economic entity reviews the carrying valucs of its tangible assets to determine whether there is any indication that those
assets have been impaired. [f such an indication exists, the recoverable amount of the asset, being the higher of the assets fair value less costs 10 sell
and value in use, is compared to the assets carrying value, Any excess of the assets camrying value over itg recoverable ameunt is expensed o the

income statement.

Where it is not possible to estimate the recoverable amotnt of an individual assct, the cconomic entity estimates the recoverable amount of the cash-
generating unit to which the asset belongs.
(i) Interest-bearing loans and borrowings

Al loans and borrowings are recoguised at cost, being the fair value of the consideration received net of issues costs associated with the borrowings,

After initial recognition interest bearing loans and deposits are subsequently measured at amortised cost asing the effective interest rate method.

(k) Leasecs
L.ease payments in terms of which the economic entity , where substantiatly ali the risks and benefits remain with the lessor, ave classified as

operating leases,

Payments made under operating leases are recognised in profit and loss on a straight-line basis over the term of the lease. Lease incentives received
are recoguised ag an intergal part of the wotal lease expense, over the term of the lease.,




BELL POTTER GROUP PTY LIMITED
AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 BDECEMBER 2006

2.

a

{(m)

(n)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {(continucd)
Income tax

Income tax on the profit and loss for the year comprises current and deferred tax. Income tax is recognised in the income statcinent except 1o the
extent that it relates to items recognised directly in equily, in which case it is recognised in equity.

Current tax is expected tax payable on the taxable income for the year, usiag tax rates enacted or substantiaily enacted at the balance sheet date, and
any adjustinents 1o tax payable in respect of previous years.

Effective 1st January 2003, Bell Potter Group Py Limiled clected to apply the tax consolidation legislation. In accordance with UIG 1052, all
current tax mmounts relating to the economic entity bave been assumed by the hiead entity of the tax consolidated group, Beil Potter Group Pry
Limited. Deferred tax amouats in relation to femporary differences are allocated as if each entity continued 10 be & taxable enlity in its own right,

Investments

All investments are initially recognised at cost, being the fair value of (he consideration given and including acquisition charges associated with the
investment,

After initial recognition, investments, which are classified as financial assets and are measured at fair value as set out below,

Financial assets (ai fair value through profit and loss)

A financial asset is classified in this category if acquired principally for the purpose of selling in the short term or if so designated by management
and within the requirements of AASE [39: Recognition and Measurement of Financial Instruments. Realised and wnrcalized gains and losses arising
from changes in e fair vaiue of these assets are inclyded in the income statement in the period in which they arise,

Available-for-sale financial assets

Available-for-sale financial assets include any financial assets not classified as loans and receivables, held to maturity investments of {inancial assets
at fair value through profit and loss. Available-for-sale financial assets are reflected at fair value, Unrealised gains and losses arising (rom changes in

fair vakie are taken directly 0 equity.

For investments actively traded in organised financial markets, fair valuc is determined by reference to Stock Bxchange quoted market bid prices at
the close of business on the balance sheet date. Dividends are brought to account when received or declared,

For investments where there is no quoted market price and a reliable estimate of fair value is not available the security is recorded at the lower of
cost and recoverable amount, being a directors' valuation, by reference to the cumeat market value of another instrument which is substantially the
same. Dividends are brought to account when declared,

Employce benefits
Hages, salaries and anmnual leave

The provisions for entitlements to wages, salarics and annual leave represent the amounts which the cconomic entity has a present obligation to pay
resulting from employees' services provided up 1o balance date,

Long service leave

The provisien for employee entittements to long service leave represents the present value of the estimated future cash outflows to be made resulting
from employees’ service provided up to balance date.

Lizbilities for employes entitlements which are not expected (0 be scilled within twelve months are discounded using the rates attaching to nationaf
government secutitics at balance date, which most closely match the terms of maturity of the related labilities.

In determining the Hability for employee entitlements, consideration has been given to future increases in wage and salary rates, and experience with
staff departures. Related on-costs have also beea included in the liability.

Phantom Equity

In January 2005, a Phantom Equity Scheme was established whereby key ciiployees were given the opportunity to participate in a share of the future
profitability of the economic enfity. At 31 December 2006, a provision has been accrued to reflect the estimated entitfements of the scheme

participants.




BELL POTTER GROUP PTY LIMITED
AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THI YEAR ENDED 31 DECEMBER 2006

(o)

{p)

(q)

SUMMARY OF SIGNIFICANT ACCOUNTING FOLICIES {continucd)

Trade and other receivables
Trade Deblors
Trade deblors to be settled within 3 {rading days are carmied at amounts due. The collectability of debts is assessed at balance date and specific

provision is made for any doubi{ul accounts.

Term Debtors

Term debtors are carried at the amount due, The collectability of debis is assessed al balance date and specilic provision is made {or any doubtful
accounts,

Trade and other payables

Liabilities for trade creditors and other amounts are carried at cost which is the fair value of the consideration to be paid in the future for goods and
services received, whether or not billed fo the parent entity or economic entity. Trade accounts payabie are normally settied within 60 days.

Contributed Equity

Ordinary share capital i recognised at the fair value of the consideration received by the enfity. Any transaction costs atising on the issue of ordinary
shares are recognised directly in equeity as a reduction of the share proceeds received.

SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

In applying the Group's accounting policies management continually evaluates judgements, estimates and assumptions based on experience and other
factors, including expectations of future cvents that may have an impact on the Company. All judgements, estimates made are believed to be
reasonable based on the most current set of circumstances available to management. Actual results may differ from the judgements, estimates and
asswnptions. Significant judgements, estimates and assumptions made by management in the preparation of these financial statements are outiined

below:

(0 Significant accounting judgenients

Recovery of deferred tax assels

Defarred tax assets are recognised for deductible temporary differences as managements considers that it is probable that fature taxable profits will
he available to ulifise those temporary differences.

Impairment of non-financial assets other than goodwill

The Company assesses impairment of all assets at each reporting date by evaluating conditions spesific to the economic entity and to the particular
asset that may lead to impairment. i

(i} Stgnificant accounting estimates aid assumptions

Long service leave provisions

As outlined at 2 (n), the lability for long scrvice leave is recognised and measured as the present vafue of the estimated future cash flows o be made
in respect of all employees at balance date. In determining the present value of a liability, attrition ratcs and pay increases through promotion and

inflation have been taken into account.

Estimation of usefu! lives of assets

The estimation of the usefu] lives of assets has been based on historical experiences as well as manufaciurers wananties (for plant and equipment).
Inr addition, the conditions of the assets is assessed at least once per year and considered against the remaining vseful life. Adjustments to useful life
are made when considered necessary. Depreciation charges are included in note 14,

Phaniom Share Provision

As 31 December 2006, a provision has been accrued to reflect the estimated entitlements of scheme participants, based on future profitability. i

Legal Provision

As at 31 December 2006, a proviston has been acerued to reflect potential claims.



BELL POTTER GROUP PTY LIMITED
AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3} DECEMBER 2006

&.

{a)

(b}

()

@

{c)

U]

{2

SECMENT INFORMATION
The Company and controlled entities operates predominartly in the stockbroking industry in Australia.

FINANCIAL RISK MANAGEMENT OBIECTIVES AND POLICIES
The economic entities principal financial instrurments comprise listed securities, term deposits and cash.

The economic entities has various other financial instruments such as trade debtors, trade creditors and other, which arise dircefly from it's
operations.

The main risks atising from the cconomic entities tinancial instruments are interest rate risk and credit risk.

Interest rale risk:

Al instruments are subject to the risk that future changes in market conditions may make an instrument less valuable. As trading instrumenns are
recognised at market value, changes in market value divectly affect reported income in cach period. Market risk in the batance sheet includes interest
rate visk. Interest rate risk arises from the potentiai for clange in inferest rates to have an adverse effect on the net earnings of the economic entity.

Credit visk:
The credit risk to the cconomic entity on financial assets which have been recognised on the balance sheet is the canying amount, net of any
provigions for doubtful debts.

in relation to clienl debtors, the economic entities credit risk concentration is minimised as transactions are seltled on a delivery versus payment basis
with a seltlement regime of trade day plus three days.

Security arrangements:
The ANZ Bank has a Registered Mortgage Debenture over the assets and andertaking of Bell Potter Group Pty Limited.

Keonomie Entity Parent Entity
REVENUE AND EXPENSES 2006 2005 2006 2008
§ § 3 %
Investing income
Dividends received 52,800 33,060 20,000,600 5,390,000
Profit en trading sccuritics 128,970 164,204 - -
House Unrealised profit & loss on listed securities 268,670 178,877 - -
403,964 426,141 20,600,000 5,390,000
Other income
Bad debts recovered 22,000 34,500 - -
Sundry income 575426 917,843 395,997 -
597,426 952,343 395,997 -
Finance income
Bank interest received 3,641,492 3,268,896 266 2,783
Interest received or receivable from related parties 1,035,248 929,161 - -
4,676,740 4,198,057 266 2,783
Finance costs
Bank intcrest cxpense (149,846) (326,742) (127,044) {243,060)
Tnterest paid or payable from: related partics (3,063) - - -
{152,909 {326,742} (§27,044) (243,060)
Lease payments included in income statement
Included in other expenses:
Operating lease (899,755) (£,516,298) - -
Inchuded in occupancy expenscs:
Rental leases (4,042,603) (4,179,275) - -
(4,942,358) (5,695,573} - -
Employee benefit expense
Wages and salaries (122,020,738} {85,272,222) -
Superanuuation {8,932,418) (5,364,535) - -
Payroll tax (6,222,103) (4,559,802) - -
Qther cosls (1,722.250) (1,614,172) - -

(138,897,509 (96,810,731) - -

Other cxpenses from ordinary activities

Debt forgiveness - - - (575,599)
Legal Provision (343,557} - (343,557) -
Other expenses {7,126,926) (8,171,466) {36,644) (48,813)

{7470,483) (8,171,466) (380,201) (624.412)
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FOR THE YEAR ENDED 31 DECEMBER 206

7.

INCOME TAX

Major components of income fax expensc for the years ended 31 December 2006 and 2005 are:

Viconemic Latity Parent Entity
Income Statement 2006 2005 2006 2005
3 R % 3

Crerrent income tax

Current income tax charge 5,424,313 9,727,517 9,347 (137,579

Adjustinents in respect of current income

tax of previous ycars {13,736} 7423 {13,7306) 7,423
Deferred income tax

Relating to origination and reversal of

temporary differences (399537 (1,0831,207) (171,675} (1159263
Income tax expensc reported in income statement 4,811,220 8,703,673 (176,(i84) (246,087
A recongiliation of income fax expense applicabie to accounting profit before income tax at
the statutory income fax rate fo income tax expense at the company's effective income tax
rate for the years ended 31 Decomber 2006 and 2005 is as follows:
Accounting profit before income 1ax 15,576,794 28,733,688 19,864,905 3,969,394
At the statutory income tax rate of 30% (2005: 3G%) 4,673,038 8,620,107 5959472 1,190,818
Adjustments in respect of current income tax of
pravious years (13,756) 7.420 (13,730) 7420
Revenue/expenditure not allowable for income tax purposes 151,938 76,146 {6,121.799) (1 A4,320)
Income tax expense reposted in income lax stalement 4,811,220 8,703,673 {176,034} (246,082)

Balance sheet
2006 2005

Economic Fntity 3 §
Deferred income tax assets comprises
Difference in depreciation from book to tax 572,024 540,676
Employee benefits 2,115,642 1,602,870
Sundry 337,705 282,488
Grosg deferred income tax assets 3,025,371 2,426,034
Deferred income tax charge
Parenst Entity
Deferred incenie (ax asscts comprises
Difference in depreciation from book to tax 219,452 227,833
Provision for Legal Claims - 195,232
Sundry 375,288 -
Gross deferred income fax assets 594,740 423,065

Deferred income tax charge

Tax consolidation

Bell Potter Group Limited gnd it's 100% owed subsidiaries are a tax consolidated group.




BELL POTTER GROUP PTY LIMITED

AND CONTROLLED ENTITIES

NOTES TO TIHE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 BECEMBLR 2006

8.

10.

DIVIDENDS PAED Econtowmic Entity Parent Entity
2006 2003 2006 2005
Declared and paid during the year $ % b 3
Fully franked dividend paid from the distribulable
profit reserve 20,600,000 5,390,000 20,000,000 5,390,000
20,000,000 5,390,000 20,060,600 5,390,606
Franking credit balance
Franking credils available for the subsequent financial year are:
franking account balance at the end of the financial vear at 30%
(2005: 30%) £,211,406 166,719 1,211,406 166,719
franking credit that will avise from the payinent of income tax
- payable at the end of the financial year, 2,509,163 6,713,884 2,509,163 6,712,903
3,720,569 6,880,603 13,720,569 6,879,622
The tax rate at which dividends have been franked is 30% (2005: 30%)
CASH AND CASH EQUIVALENTS
Cash on hand 5,421 6,052 - -
Cash at bank 11,359,621 4,597,201 3,17% 14,166
Cash at bank - Trust account 18,953,418 15,910,676 - -
Short-1erm deposils 18,096,465 19,432,828 - -
48,014,925 39,946,847 3,178 14,166
Cash on band and at bank camns interest at floating rates based on daily bank deposits.
Short-term deposit materes vary between { moath and 3 month duration.
‘Frust bank account is not available for use.
TRADE AND OTHER RECEIVABLES
Trade debtors 69,564,784 42,331,894 - -
Less provision for doubtful debts {73,767} (209,118) - -
Dhie from related entities 21,560,829 19,764,336 23,867,105 30,893,065
Sundry debtors 2,588,900 2,138,560 - -
Carrying amount of trade and other receivables* 93,640,745 64,023,672 23,867,105 30,893,065

¥ The carrying amount disclosed above is a reasonable approximation of fair value

Trade debtors are non-interest bearing and are on 3 day terms. Sundry debtors are non-interest bearing and have an average tenn of 30 days.

For terms and conditions relating to related parties refer to note 26.
FINANCIAE ASSET (Fair-value through Income Statement)

At fair value;

Shares - listed 2,425,931 5,502,701 - -
Shares - vilisted - 74,628 - -
Unit - Managed Investment Schemes £0,920,155 - -

13,346,086 5,577,324 - -

Financial assets consist of investnient in ordinary shares and managed investment schemes therefore have no fixed maturity date or congon rate.
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12,

13.

4.

Eeonomic Entity Parent Entity
FINANCIAL ASSETS (NON-CURRENT) 2006 2005 2006 2005
$ 3 3 $
At fair value:
Unit - Managed Invesimend Schemes 5051485 - -
Investiment in controlled entitics at fakr value - - 81,576,321 26,835,090
5,651,485 §1,576,321 26,835,090

Finaneial asscts consist of investiments in managed investment schemes and therefore has ne fixed maturity date or coupon rate.

OTHER FINANCIAL ASSETS

Investment - other 20,012 30,012 - 190,000

20,012 30,002 - 10,000
Other financial assels are consist of investisents in memberships and therefore has no fixed maturity date.
PROPERTY, PLANT & EQUIPMENT

Furnituee and Leaschold
Economic Entity fittings Office equipment  improvements Total
5 8 % b
Year ending 31 December 2006
At | January 2006
net of acewnulated depreciation 801,929 1,849,401 1,960,116 4,611,446
Additicns 141,328 935,210 864,657 1,940,595
Bisposals {42,647 {1¥8.156} (374) {161,177}
Revaluations - - - -
Depreciation charge for the year {165,014) (7814410 {666,209} (1,612,664)
As 31 December 2006
net of accumulated depreciation 735,596 1,885.014 2,157,590 4,778,200
At} January 2006
Cost 1,706,546 5,229,002 4,937,707 11,873,255
Accumulated depreciation (904,617} 13,379,601} (2,977.591) {7.261.809)
Net carrying amount §01,929 1,849,401 1,960,116 4,611,446
At 31 December 2006
Cost 1,703,180 5,795,407 4,952,206 12,450,793
Accumulated depreciation {967,564) (3,910,393 (2.794,616) {7.672,590)
Net carrying amount 735,596 1,883,014 2,157,590 4,77% 200
Furniture and Leaschold
Economic Entity littings Office Equipntent  Imprevements Total
3 ¥ 3 §

Year ending 31 December 2005
At { January 20035
net of accumulated depreciation 804,814 1,068,186 2,112,446 3,985,446
Additions 420,432 1,452,977 551,474 2,424,883
Disposals (88,600) (97,03%) (29,237 (214,872)
Revaluations - - - E
Depreciation charge for the year {334,717) (574,727} {674,567) {1,584.011)
Al 31 December 2005
itet of accumulated depreciation 801,929 1,849,401 1,960,116 4,611 446
At 1 January 2005
Cost 3,308,938 7,295,600 4,497,287 15,101,825
Accumulated depreciation 2,304,124} (6,227 414} (2,384,841 (1,116,379
Net carrying amount 804,814 1,068,186 2,112,446 3,985,446
At 3] December 2005
Cost 3,411,406 7,501,002 4,937,107 15,850,115
Accumulated depreciation (26094773 (3,651,601) (2,977,591} {11,238,669)
Net carrying amoust 861,929 1,849,401 1,960,116 4,611,446
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4.

18,

PROPERTY, PLANT & EQUIPMENT {continued)

Leasehold
Parent Eutity Office cquipment  improvements Total
3 ¥ $
Year ending 31 December 2006
At 1 Janoary 2006
net of accumulated depreciation - 14,113 14,113
Additions 671,685 - 671,685
Disposals - - -
Revaluations . - -
Depreciation charge for the year - (14,113 (14,113
As 31 December 2006
net of accumulated depreciation 671,685 - 671,685
At L Janvary 2006
Cost - £46,780 846,780
Accumulated depreciation - (832.667) (832,667}
Net carrying amount - 14,113 14,113
At 31 Pecember 2006
Cost 671,685 - 671,685
Accumulated depreciation - - 0
Net canrving amouist 671,685 - 671,685
Leasehold
Parent Enfity Office Bquipment Improvements Total
$ $ $
Year ending 31 December 2005
At 1 January 2005
net of accumulated depreciation - 183,469 183,469
Additions - - -
Diisposals - - -
Revaluations - - -
Depreciation charge {or the year - (169.356) {169,356)
At 3t December 2005
net of accumulated depreciation i4,113 14,113
At 1 January 2005
Cost - 846,780 846,780
Accumulated depreciation - {663,3{1) {663,311
Net cartying amount - 183,469 183,469
At 31 December 2005
Cost 846,780 846,780
Accumulated depreciation - (832,667) (832,667)
Net carrying amount - 14,113 14,113
INTANGIBLE ASSETS Economic Eatity Parent
Goodwill Total ‘Fotal
Year ending 31 DPecember 2006 3 3 b3
At 1 Jamuary 2006 3,097,955 3,097,955
Amortisation/inpainnent - -
At 31 December 2006 3,097,955 3,097,955 -
At 1 January 2006
Cost {gross catrying amount} 3,097,955 3,097,953 -
Accumnulated amortisation/impairimiens - - -
Met canying amount 3,097,955 3,697,953 -
At 31 December 2006
Cost (pross cartying amount) 3,097,955 3,097,953 -
Accumulated amortisationfimpairment - - -
Net camrying amount 3,097,955 3,097,953 -

Goodwill was acquired through the purchase of Challenger First Pacific Limited and its subsidiaries on 31st Januavy 2003,
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16.

17.

20.

2.

Economic Entity Parent Entity
2006 2005 2006 2005
TRADE AND OTHER PAYABLES (CURRENT) 3 5 % $
Settiernent obligations 75,074,083 49,004,723 - -
Sundry creditors and accruals 18,034,104 8,324,027 - 8,000
Securities oversold - 182,435 - -
Due to related entities 100 [2 198 406,097
Other Borrowings - unsecured i) 1,788,438 894,218 1,788,438 §04,218
Carrying amount of trade and other receivables® 94,896,722 58,405,415 1,788,036 1,308,315

*  The cazrying amount disclosed #bove & 2 reasonable approximalion of Fir value

Settlement obligations are non-interest bearing are nonnally settled on 3 day terms. Sundry creditors ate non-interest bearing and are normally settled
on 60-day terms. Securities overseld are settled within 3 days.

For terms and conditions relating to related parties refer fo note 26.
TRADE AND OTHER PAYABLES (NON-CURRENT)

Other Borrowings - unsecured (i) 894,219 2,682,658 §94,219 2,682,658

(i)  Other borrowings - unsecured loan repayable MS Argus Ply Lid. Loan repayments commenced on the 1s¢ September 2006 i equal guarterly
instalments.

INTEREST BEARING LOANS AND BORROWINGS (CURRENT)

Flire purchase loan 141,082 18,801 141,082 18,801
141,082 18,801 141,082 18,801

Hire purchase loan is secured by a Registered Mortgage Debenture over the agsets of Bell Potter Group Pty Limited.

INTEREST BEARING LOANS AND BORROWINGS (NON-CURRENT)

Hire purchase foan 530,603 - 530,603 -
Basnk Bills 1,500,000 3,500,000 1,500,600 3,500,000
2,030,603 3,500,000 2,030,603 3,500,000

The bank bill and bire purchase loan are secured by a Repistered Mortgage Debenture over the assets of Bell Poiter Group Pty Limited.

PROVISIONS - CURRENT

Make good provision - 180,000 - -
Legal provision 950,000 650,776 950,000 650,776
Annuzl leave 1,590,169 1,470,820 - -
Empioyment costs 21,412,008 2,463,133 - -
23,952,177 4,764,729 950,000 450,770

PROVISIONS - NON-CURRENT
Long service leave 802,087 713,228 - .
Employee costs 3,588,726 2,103,192 300,560 -
4,380,813 2,816,420 300,960 -

{ay Movements in provisions

Movements in each class of provision during the financial year, other than provisions relating to employee benefits, ars set out befow:

Make good

provision  Legal provision

Economic Entity g 3
At 1 fanuary 2006 180,000 650,776
Arising during the year - 269,224
Litilised {180,000} -
At 31 December 2006 - 950,000
Current 2006 - 950,000
Non-Current 2006 - -
- 950,000
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2L

22.

PROVISIONS - NON-CURRENT (continued)

Cureent 2005
Non-Current 2005

Faremt Entity

At 1 Janurry 2006
Arising during the year
Utilised

At 31 December 2006

Make good
provision  Legal provision
b $
186,060 650,776
180,000 650,776

Legal provision

5
650,776
299,224

950,000

Current 2006 950,000
Non-Current 2006 -
950,000
Curreat 2005 650,776
Non-Current 2005 -
650,770
Make good provision
A provision is recognised for the estimated make good costs associated with leased premises.
Emplovee entitlemenis
A provision is recognised for employee entitlements such as anawal leave and long service lcave,
For terins and conditions relating to cmployee benefits refer to note 30.
Legal provision
A provision is recognised for any potential kegal claims.
Economic Entity Parent Latity
CONTRIBUTED EQUFEY 2006 2005 2006 2003
3 3 ¥ 3
Ordinary shares
FO0 fully paid - voting B Class 68 13 68 68
105,482,114 fully paid - non voting A Class 39.692 692 39,692,692 39,692,692 39,692,692
39,692,760 39,692,760 39,692,760 39,692,760
There were no movemend in contributed equity during the year.
Other Reserves
Distributalile
Leonontic Entitly profit reserve Totzal
3 3
At 31 December 2005 22,625,067 22,625,067
Transfer 2006 retained earnings 10,765,574 10,765,574
Dividends Paid (20,000.000) (20,004,000)
At 31 Pecember 2006 13,390,641 13,390,641
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22, CONTRIBUTED EQUITY {ventinued)

23,

24,

fnvestment
revatuation Distributable
Parent Entity reserve  prafit reserve Total
3 3 $
At 31 December 2005 13,544,190 5, 7CE540 19,245,730
Transfer 2006 retained camings - 20,040,989 20,040,989
Dividend paid - (20,000,000} (20,060,000}
Revaluation of investments 54,741,331 - 54,741,331
At 31 December 2006 68,285,521 5,742,529 74,028,050
Nature and purpese of reserves
Distributable profit reserve
The distributable profit reserve details profits thai are distributable as dividends.
Tavestinent revaluation reserve
Investment revaluation reserve is used fo record the increments and decrements in the Fair value of availalile for sale investments.
Econontic Entity Parent Entity
2006 2005 2606 2005
CASH FLOW STATEMENT RECONCILIATION $ ¥ k3 $
Profit from ordinary activitics afler tax 10,765,574 20,030,015 20,040,989 4,215476
Adjustments for:
Provision for doubtful debis 6,711 116,048 - -
1.0ss on disposal of fixed assets 46,211 181,586 - -
Depreciation of property, plant and eguipinent 1,612,664 1,584,010t 14,113 169,356
Debt Forgivencss - - (393,997) 575,599
Net gain on sale of investments {128,97¢) (164,204) - -
Usgealised gain on mvestments (222,194) (154,700} -
Changes in assets and liabilities:
{Increase¥decrease cusrent receivables (27,820,390) 7,266,167 {5,423,608) {9,865,096)
(Increase)/decrease other current assets (121,932) 159,115 - 3418
{IncreaseYdecrease deferred tax assets (599,337) 1,875,047 {171,673) 2,790,388
Increase/{decrease) payables 36,491,206 (21,862,720) - -
Increase/{decrease) current tax liabilities (4,204,721} 6,705,206 (4,203,740} 6,706,707
Increasef{decrease) current provisions 19,187,448 (10,335,325) 600,184 250,776
Increase/(decrease) non-current provisions 1,574,393 3,586,261 - -
Net cash for operating activities 36,589,662 8,986,707 10,460,206 4,846,624
Reconciliation of cash
For the pacpose of the Statement of Cash Flow, cash and cash
equivalents comprise the following:
Cash on hand 5,421 6,052 - .
Cash at bauk 11,359,671 4,597,291 3,178 14,166
Cagh at bank - Trust account 18,553,418 15,910,676 - -
Short-terin deposits 18,096,465 19,432,828 - -
48,014,925 39,946,847 3,178 14,166

FINANCEAL INSTRUMENTS

Fair value:

All financial assets and liabilities have been recognised at the balance date at values which approximate net fair values,

Interest rate risk:

The following table sets out the financial instrumenls exposed to interest rate risk,
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24, FINANCIAL INSTRUMENTS (continued)

Weighted
average
effective Floating interest  Non Interest
Economic Entity Note interest rate rate bearing Total Amount
$ $ $
2006 Financial assets
Clash 9, 5.60% 48,009,504 5,421 48,014,925
Receivables 16, 5.80% 21,539,030 72,100,716 93,640,746
Investments 11, £2,13, - - 13,366,098 13,366,098
repayments - - 505,943 595,943
9,548,534 86,069,177 155,617,712
20035 Financial assets
Cash 9, 5.25% 39,944,795 6,052 39,946,847
Receivables 11, 5.50% 19,764,336 44,261,336 64,025,672
Investiments 11,12,13. - - 11,258,826 11,258,826
Prepayments - - 474,011 474,01 1
59,705,131 56,060,223 115,705,156
20006 Financial fiabilities
Payables 16,17, 5.80% 100 95,790,841 95,790,941
Interest bearing loans and borrowings 8,19, 7.74% 2,171,683 - 2,171,685
Provisions 20,21, - - 28,342,990 28,342,990
2,171,785 124,133,831 126,305,616
2003 Financial fiabilities
Payables 16, 17, 5.50% 12 61,088,061 61,088,073
Interest bearing loans and borrowings 18,14 5.84% 3,518,801 - 3,518,801
Provisiuns 20,21, N - 7,581,149 7,581,149
3,518,813 08,609,210 72,188,023
Weighted
average
effective Floating interest  Non Enterest
Parent Entity Note interest rate rate hearing Total Amount
% % 3
2006 Financial assets
Cash 9. 5.60% 3,178 - 31738
Receivables i, 5.80% 3,088,145 20,778,960 23,867,105
Envestments 1, 12,13, - - 81,576,321 81,576,321
Prepayments . - - -
3,091,323 102,355,281 105,446,604
2005 Fivancial assety
Cash 9. 5.25% 14,166 - 14,166
Receivables 16. 5.50% 3,088,145 27,804,921 30,893,066
Tosestiments 11,12, 13, - - 26,845,000 26,845,090
Prepayments - - - -
3,102,311 $4,650,011 51,752,322
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24.

25.

26.

FINANCIAL INSTRUMENTS (continucd)

Weighted
average
effective Floating interest  Nom Interest
Parent Entity Note interest rate rate bearing Fotal Amount
b3 3 $
2006 Financial liabilities
Payables 16, 17, - - 2,682,855 2,682,855
[nterest bearing loans and borrowings 18, 1%, 7.74% 2,171,685 - 2,171,085
Provisions 20, 21, . - 1,250,960 1,250,960
2,171,685 3,933,815 6,105,499
2005 Financial fiabilities
Payables 16, 17. - - 3,990,973 3,960,973
Interest bearing loans and bomowings 18, 19, 5.84% 3,518,801 - 3,518,801
Provisions 20, 21. - - 650,770 650,776
3,514,801 4,641,749 8,160,550

COMMITMENTS AND CONTINGENCIES
Operating lease commitiments - ecoromic entity as lessee
The economic entity enters into commercial property leases for it's office accommodation.

These leases have an average life ol between | month

and 10 years, FEeenomic Entity

Parent Entity

2006 2005

2006 2005

Future minimusm reatals payzable under the none
canccHable operating fcases as at 31 December are as
follows: § 3
Not fater than one year 4,010,691 3,363,451
Later than once year but not later than five years 15,336,977 14,625,017
Later than five years 15,052,684 19,438,737

34,400,352 37,427,205

RELATED PARTIES ISCLOSURE

The consolidated financial statemesnts include the financial statements of Bell Potter Group Pty Limited and the subsidiaries listed in the following

table.
Country of % Equity Enterest Invesiment

Name Incorporation 2006 2005 2006 2005

Bell Potter Securitics Limited Australia 106 100 81,503,273 26,761,693

Bell Potter Financial Planning Limited Australia 100 0 63,046 63,205

Bell First Pacific Limited Austraiia 100 100 1 1

Bell Potter Investments Pty Limited Australia 100 100 10,601 10,001

Bell Potter Finance Pty Limited Australia - 100 - 100
81,576,321 26,835,090

Bell Potter Finance Pty Limited was sold durdng the year to Bell Commodities Ltd. No profit was made on this sale.

The following table provides tle total amount of transactions which have been entered it with related parties for the relevant financial year (for

information regarding outstanding balances at year end, refer to note 10 and 16).

Asnounts owed
to related Amounts oswed by

Economic Entity parties  related parties

Ultimate parent company

18,498,539
21527431

2005
2006 -

Bell Commadities
Limited

Interest

receivable Management Fee

866,916 -
998,414 -

Loan swed by Bell Commodities Litited is secured by 1,627,280 Challenger Financial Services Group shares. Interest received is at normal

coimmnereial rates,




BELL POTTER GROUP PTY LIMITED
AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006

26, RELATED PARTIES DISCLOSURE (continued)

Amounts owed

to related Amounts owed by Interest

Economic Entity pactics  relaied partics receivable  Managenmeni Fee
Other velated entities of ultimate parent company $ s 8 g

Bell Asset Management 2005 - 15,218 3,915 -
Lid 2006 - 10,599 3 -
Bell Asset Managemesnt 2005 - - 882 -
USA Inc 2006 - - 1,554 -
Bell Securities 2005 - - 29,826 -
Fimited 2006 - (3,063) -
Bell Pottor Funds 2005 - 1,250,578 22,622 -
Management Limited 2006 - 1,600 33,249 -
Bell Potter Capital 20035 - - - -
Limited 2006 - 21,799 - -
BPC Custody 2005 - . . R
Pty Limited 2006 (100) - - -

Amounts owed by related parties is unsecured, Interest received is at normal commercial rates.
Parent Eatity

Other entities of the wholly owned group

Bell Potter Securities 2005 “ 27,753,481 - -
Limited 2006 - 20,728,617 - -
Bell Potter Financial 2005 - 1,109 - -
Planning Limited 2006 (198) - - -
Challenger First Pacific 2005 {211,767) - B -
Management Eimited 2006 - - - -
Challeager First Pacilic 20035 (194,230) - - -
Limnited 2006 - . “ -
Bell Potler Investments 2005 - 50,343 - -
Pty Limited 20006 - 50,343 . -
Bell Polter Finance 2005 {100) - -

Pty Limited 2006 - - - -

Amounts owed by related partics is unsecured. The loan is interest free. The Company has an subordinated loan attracting a 6.5% rate of interest
(20035: 6.5%). However interest receivable of the subordinated loan was waived by the Company for financial period.

Bel Commodities 2005 - 3,088,145 - -
Litnited 2006 . 3,088,145 ; N

Loan owed by Belt Commodities Limited s secured by 1,627,280 Challenger Financial Services Group shares.

Economic Enfity Parent Entity
27 AUDITORS REMUNERATION 2000 2005 2006 2005
3 3 § 3
Amounts owed to KPMG (2005: William Buck) for;
An audit of the financial report of the company 120,500 57,480 16,606 8,000
Other services in relation to the company
- audit required by regulators 11,500 9,520 - -
24 132,000 67,000 10,000 8,000




BELL POTTER GROUP PTY LIMITED
AND CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS
IF'OR THE YEAR ENDED 31 DECEMBER 2006

28. REMUNERATION OF BIRECTORS

(a) The directors of Bell Polter Group Pty Limnited during the financial period and to the date of this report were:

C M Beli March 1989

D A Provan December 1993
E.M Bell March 1989

A G Bel March 1989

H. Robertson December 2004
L A McFayden Fuly 2005

P I Burrows August 2005

(b} Compensiation of Key Management Personal

29,

30.

3.

Short-terny crployee benefits
Long-term employee benefiss
Post employce benefit

FINANCING ARRANGEMENTS

The company has aceess to the following lines of credit:
Indemnity/Guarantee facility
Clean Credit Facility
Funds Deemed Clear Facility
Bank overdraftbill discount facility
Hire purchase/lease facility
Cash advance facility

Facilities utilised at balance date;
Bank overdrafi/bill discount facility
Cash advance facility
Eire purchase/lease facility
Indemnity/Guarantee Facility

EMPLOYEEL BENYFITS

The present value of employee entitlements not expected to be settled
within twelve months of balance date have been calculated using the
foliowing weiglted averages:

Assumned rate of increase in wage and salary rates
Discount rate
Settlement term (years)

Nuntber of employees

Total nurber of employees at year end

CONTINGENT LIABILITIES

Director and Cliief Executive OQfficer

Managing Dircctor
Dircctor
Director
Director
Director
Director

Economic Entity

2006 2005
% %
1,280,000 1,280,000
26,000,000 26,000,000
15,000,000 15,000,000
6,000,000 6,000,000
650,000 650,000
72,000 72,000
1,500,000 3,500,000
671,685 18,801
1,099,308 558,089
5.5% 5.5%
6.4% 6.4%
10 10
602 590

2006 2005
k) $
27,663,864 6,838,300
554,471 -
405,035 168,171
28,623,370 7,006,471
Pareni Entity
2006 2005
b $
6,000,000 6,000,000
650,000 630,000
1,500,000 3,500,000
671,685 234,835

Bell Potter Group Pty Limited has agreed to indemnify companies within the cconomic entity, in the event that any consingent liabilify resulis in a

foss.

23




BELL POTFER GROUP PTY LIMITED
AND CONTROLLED ENTITIES
DIRECTORS' DECLARATION
FOR TIHE YEAR ENDED 31 DECEMBER 2004

[ accordance with a resolation of the directors of Bell Potter Group Pty Limited, we state that:

In the opinion of the dircctors:

(a)  (he financial statements and notes are i accordance with the Corporations Act 2001, including;

(i}  giving a true and fair view of the financial position of the Company and econemic emity as ai 31 December 2006 and of their performance as
represented by the results of their operations and their cash flows for the year ended on that dats; and

(i) complying with Accounting Standards and Corporations Regulations 2001; and

() there are reasonable grounds to belicve that the Company and the economic entity will be able to pay their debts as and when hey become due and
payable.

On behalf of the Board

Cen, bt

L Belf
Director

Melbourne 30th March 2007
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