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Corporate Information

RAC Finance Limited is a wholly owned subsidiary of
RACWA Holdings Pty Ltd which is a wholly owned
subsidiary of the Royal Automobile Club of WA (Inc).

RAC Property Developments Pty Ltd is a wholly owned
subsidiary of RAC Finance Limited.

BOARD OF DIRECTORS

Rodney Michael Evans  (Chairman)
Dennis John Banks

Terry Thomas Agnew

Dalton Leslie Gooding

Colin Peter O’Sullivan

Robyn Margaret Ahern

Ray Della-Polina

MANAGEMENT

Michael Kenneth Heath General Manager

Brian David Darling Executive Manager
Geoffrey Brian Mather Company Secretary
Darin Dunstan Financial Accountant
Peter Kavanagh Property Sales Manager
Robert Fraser Dicker-Lee  Operations Manager

Robyn Jeanette Tannock Investment Account Manager

MISSION STATEMENT

RAC Finance will excel in providing innovative and highly
valued financial products and services whilst maximising
returns and benefits to RAC Members.

Achievement of our mission depends on our people.

FINANCIAL HIGHLIGHTS

Year Ended 30 June 2005
($'000)

Operating Profit 3,350

Operating Profit 2,341

After Income Tax

Share Capital and 20,624

Reserves

Net Receivables 170,326

Total Borrowings 143,020

NET RECEIVABLES

Year Ended 30 June 2005

%

Real Estate 61.86

Chattel Mortgage/

Hire Purchase 0.05

Consumer Finance 38.09

REGISTERED OFFICE

228 Adelaide Terrace, Perth, WA 6000

ADMINISTRATION

832 Wellington Street, West Perth WA 6005
PO BOX 1306, West Perth WA 6872

Telephone: (08) 9436 4800
Fax: (08) 9436 5046
Website: rac.com.au
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Chairman’s Review

RAC Finance enjoyed another strong and profitable year in the growth of its core products and services.

The Company’s net asset position increased 12.8% at balance date to $20.6m recording a solid profit before tax of
$3.4m (2004 $3.1m).

After tax profit was $2.3m (2004 $2.1m) which was achieved on operating revenue of $15.8m, up 17.0% on the previous year.

Total new loans advanced for the year increased by 11.6% to $160.2m (2004 $143.5m) and total receivables increased
23.5% to $170.3m (2004 $138.0m).

The Consumer Loan portfolio continued to enjoy strong growth of 33.6% (2004 37.4%). Fastrac, the internet based
personal loan system, continued to enable efficiencies in processing and has been successfully extended to selected
motor vehicle dealers.

The Property portfolio achieved growth of 19.3% with the demand for the product remaining steady.

Debentures on issue increased 17.3% during the year to $127.9m (2004 $109.1m) with strong support from members and
brokers evident.

The Board offers their congratulations to the Management and Staff of RAC Finance Limited for their commitment and
service to RAC Members and customers.

The Company remains committed to building on its core products and services and extending further into the motor
vehicle dealer market.

R M Evans

Chairman
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Director’s Report

Your directors submit their report made in accordance with a resolution of the directors with respect to the profit of the
company for the financial year ended 30 June 2005, and the state of the company’s affairs as at that date.

1. Directors

The names of the directors in office during the financial year and until the date of this report are:
R.M. Evans Chairman
D.J. Banks
T.T. Agnew
D.L. Gooding
C.P. O’Sullivan
R. Ahern

R. Della-Polina

2. Nature of Operations and Principal Activities

The principal activity of the company in the course of the financial year was the provision of finance. There have been no
significant changes in the nature of those activities during the year.

3. Review and Results of Operations

The net profit of the economic entity for the financial year after providing for income tax was $2,340,860.

4. Dividends

No interim dividend recommended on ordinary shares.

No final dividend for 2005 paid during the year on ordinary shares.
5. Significant Changes in the State of Affairs

There have been no significant changes in the state of affairs of the company for the financial year ended 30 June 2005.

6. Significant Events After the Balance Date

There have been no significant events after balance date for the economic entity for the financial year ended 30 June 2005.

7. Indemnification and Insurance of Directors

During the year the RAC Group paid premiums in respect of insurance against losses incurred as a result of any wrongful
act committed, alleged or attempted by director, councillors and executives in their individual or collective capacity as
officers of the group. The total amount of the insurance contract paid by the RAC Group for the year was $108,223.

8. Environmental Regulation and Performance

During or since the financial year, the economic entity has not been subject to environmental regulation under either
State or Commonwealth legislation.
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9. Director’s Benefits

During or since the financial year no director of the company has received or become entitled to receive a benefit, other
than a benefit included in the aggregate amount of emoluments received or due and receivable by the directors shown
in the accounts, by reason of a contract entered into by the company, or an entity that the company controlled, or a
body corporate that was related to the company when the contract was made or when the director received, or became
entitled to receive, the benefit with:

m a director, or
m a firm of which a director is a member, or

m an entity in which a director has a substantial financial interest.

10. Corporate Governance

The directors of RAC Finance Ltd place great importance on a high standard of corporate behaviour and accountability.

The parent of RAC Finance Ltd, RACWA Holdings Pty Ltd, is the ultimate board of directors for this company. Therefore,
the corporate governance of RACWA Holdings Pty Ltd is applied to this entity.

11. Likely Developments

In general terms, there are no likely developments which will significantly impact the expected results of the operations
of the economic entity.

12. Employees

The consolidated entity employed 26 employees as at 30 June 2005.

13. Country of incorporation

The consolidated entity was incorporated in Australia.

14. Auditor’s Independence Declaration

Ernst & Young, our auditors, have provided a written independence declaration to the Directors in relation to their review
of the Financial Report for the year ended 30 June 2005. This Independence Declaration can be found at page 7.

On behalf of the Board,

DJ Banks
Perth, 30th August 2005.
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The shareholder’s audit committee also provides the Board with additional assurance regarding the reliability of financial
information for inclusion in the financial reports. All members of the audit committee are non-executive directors of the
shareholder. The audit committee is also responsible for:

m Directing and monitoring the internal audit function.

= Nomination of the external auditor and reviewing the adequacy of the scope and quality of the annual statutory audit.

Due Diligence Committee

The due diligence committee is responsible for ensuring that issues associated with the issuing of a prospectus have
been properly considered and that the content of the prospectus issued by the Company is appropriate for debenture
fund raising. The Members of the due diligence committee during the year were:

CP O’Sullivan  Chairperson, Director

DL Gooding Director

MK Heath General Manager
GB Mather Company Secretary
B Darling Executive Manager
R Tannock Investment Manager

Board Responsibility

As the Board acts on behalf of and is accountable to its shareholder, the Board seeks to identify the expectations of the
shareholder, as well as other regulatory and ethical expectations and obligations. In addition, the Board is responsible
for identifying areas of significant business risks and ensuring arrangements are in place to adequately manage those
risks. The Board seeks to discharge these responsibilities in a number of ways. The responsibility for the operation and
administration of the consolidated entity is delegated by the Board to the general manager and the executive team.
The Board ensures that this team is appropriately qualified and experienced to discharge their responsibilities and

has in place procedures to assess the performance of the executive team. The Board is responsible for ensuring that
management’s objectives and activities are aligned with the expectations and risks identified by the Board. The Board
has a number of mechanisms in place to ensure this is achieved. In addition to the establishment of the committees
referred to above, these mechanisms include the following:

m Board approval of a strategic plan, which encompasses the entity’s vision, mission and strategy statements, designed
to meet stakeholders’ needs and manage business risk;

m the strategic plan is a dynamic document and the Board is actively involved in developing and approving initiatives
and strategies designed to ensure the continued growth and success of the entity;

= implementation of operating plans and budgets by management and Board monitoring of progress against budget
- this includes the establishment and monitoring of key performance indicators, both financial and non-financial, for
all significant business processes;

m establishment of committees to report on environmental issues and concerns, and occupational health and safety,
and

m procedures to allow directors, in the furtherance of their duties, to seek independent professional advice at the
company’s expense.

Monitoring of the Board’s Performance and Communication to Shareholder

In order to ensure that the Board continues to discharge its responsibilities in an appropriate matter, the performance of
all directors is reviewed annually by the chairperson. Directors whose performance is unsatisfactory are asked to retire.

The Board of Directors aims to ensure that the shareholders, on behalf of whom they act, are informed of all information
necessary to assess the performance of the directors. Information is communicated to the shareholders through:

= Monthly report to shareholder.

m The annual general meeting and other meetings so called to obtain approval for board action as appropriate.
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Statement of Financial Performance

YEAR ENDED 30 JUNE 2005

Notes CONSOLIDATED RAC FINANCE LIMITED
June June June June
2005 2004 2005 2004
$ $ $ $

Interest revenue 2 14,826,949 12,660,089 14,826,948 12,660,089
Interest expense 2 (7,665,221) (6,191,932) (7,665,221) (6,191,932)
Net interest revenue 7,161,728 6,468,157 7,161,727 6,468,157
Non interest revenue 3 975,736 844,351 975,736 835,429
Bad and doubtful debts expense 9 (753,215) (1,067,665) (753,215) (1,067,665)
Depreciation Expense 4 (115,666) (113,617) (115,666) (113,617)
Borrowing Expense 4 (186,560) (74,302) (186,560) (74,302)
Other expenses 4 (3,731,802) (2,998,974) (3,726,990) (2,998,974)
PROFIT FROM ORDINARY ACTIVITIES
BEFORE INCOME TAX EXPENSE 3,350,221 3,057,950 3,355,032 3,049,028
Income tax expense relating to
ordinary activities 5 (1,009,361) (917,690) (1,010,803) (915,013)
PROFIT FROM ORDINARY ACTIVITIES
AFTER INCOME TAX EXPENSE 2,340,860 2,140,260 2,344,229 2,134,015
NET PROFIT ATTRIBUTABLE TO
MEMBERS OF RAC FINANCE LIMITED 2,340,860 2,140,260 2,344,229 2,134,015
TOTAL CHANGES IN EQUITY OTHER THAN
THOSE RESULTING FROM TRANSACTIONS
WITH OWNERS AS OWNERS. 2,340,860 2,140,260 2,344,229 2,134,015

The statement of financial performance should be read in conjunction with the accompanying notes.
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Statement of Financial Position

AS AT 30 JUNE 2005

Notes CONSOLIDATED RAC FINANCE LIMITED
June June June June
2005 2004 2005 2004
$ $ $ $

ASSETS
Cash and liquid assets 6 3,336,751 5,719,663 3,331,567 5,714,380
Debtors and prepayments 7 720,033 615,852 720,033 615,852
Loans and advances 8 168,639,436 136,728,192 168,639,436 136,728,192
Investments 10 565,000 565,000 1 1
Plant and equipment 11 245,360 284,275 245,360 284,275
Other assets 12 - - 565,000 565,000
TOTAL ASSETS 173,506,580 143,912,982 173,501,397 143,907,700
LIABILITIES
Deposits and other short term borrowings 13 6,000,000 - 6,000,000 -
Creditors and other liabilities 14 3,623,636 1,230,481 3,748,954 1,363,188
Notes and debentures 15 143,020,183 124,164,151 143,020,183 124,164,151
Provisions 16 237,014 212,949 237,014 212,949
Other Liabilities 17 1,613 22,127 3,055 19,450
TOTAL LIABILITIES 152,882,446 125,629,708 153,009,206 125,759,738
NET ASSETS 20,624,134 18,283,274 20,492,191 18,147,962
EQUITY
Parent entity interest
Contributed equity 18 5,000,000 5,000,000 5,000,000 5,000,000
Retained Profits 19 15,624,134 13,283,274 15,492,191 13,147,962
TOTAL EQUITY 20,624,134 18,283,274 20,492,191 18,147,962

The statement of financial position should be read in conjunction with the accompanying notes.
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Statement of Cash Flows

YEAR ENDED 30 JUNE 2005

CONSOLIDATED RAC FINANCE LIMITED
June June June June
Notes 2005 2004 2005 2004
$ $ $ $
CASH FLOWS FROM OPERATING ACTIVITIES
Interest and other operating income
from customers 15,492,698 12,804,835 15,492,698 12,804,835
Interest received from deposits 197,040 290,411 197,039 290,410
Payments to suppliers and employees (1,626,300) (4,297,059) (1,626,200) (4,297,059)
Borrowing Expenses (186,560) - (186,560) -
Interest paid (7,244,363) (5,730,808) (7,244,363) (5,730,808)
Amounts paid to head entity under
Tax Sharing Agreement (1,029,875) (514,338) (1,029,875) (514,338)
Goods and services tax paid (98,734) (88,028) (98,734) (88,028)
NET CASH FLOWS FROM OPERATING
ACTIVITIES 21(a) 5,503,906 2,465,013 5,504,005 2,465,012
CASH FLOWS FROM INVESTING ACTIVITIES
Customer loans advanced (160,226,927) (143,542,811) (160,226,927) (143,542,811)
Customer loan repayments received 127,562,468 124,271,379 127,562,468 124,271,379
Cash paid for plant and equipment (78,391) (169,932) (78,391) (169,932)
Cash received from sale of
plant and equipment - 54,549 - 54,549
NET CASH FLOWS USED IN INVESTING
ACTIVITIES (32,742,850) (19,386,815) (32,742,850) (19,386,815)
CASH FLOWS FROM FINANCING ACTIVITIES
Cash received from borrowings 49,199,268 42,211,729 49,199,268 42,211,729
Repayment of borrowings (24,343,236) (20,273,340) (24,343,236) (20,273,340)
NET CASH FLOWS FROM FINANCING
ACTIVITIES 24,856,032 21,938,389 24,856,032 21,938,389
NET INCREASE/(DECREASE) IN CASH HELD (2,382,912) 5,016,587 (2,382,813) 5,016,586
Add opening cash brought forward 5,719,663 703,076 5,714,380 697,794
CLOSING CASH CARRIED FORWARD 21(b) 3,336,751 5,719,663 3,331,567 5,714,380

The statement of cash flows should be read in conjunction with the accompanying notes.
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Notes to and Forming Part of the
Financial Statements

30 JUNE 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting

The financial statements have been prepared in accordance with the historical cost convention.

The financial report is a general purpose financial report which has been prepared in accordance with the requirements
of the Corporations Act 2001 which includes applicable Accounting Standards. Other mandatory professional reporting
requirements (Urgent Issues Group Consensus Views) have also been complied with.

Change in accounting policies

The accounting policies adopted are consistent with those of the previous year.

Loans and Advances
Loans and advances are recognised at their recoverable amount, after assessing required provisions for impairment.

Impairment of a loan is recognised when there is reasonable doubt that not all the principal and interest can be
collected in accordance with the terms of the loan agreement. Impairment is assessed by specific identification
in relation to individual loans and by estimation of expected losses in relation to loan portfolios where specific
identification is impracticable.

Bad debts are written off when identified. If a provision for impairment has been recognised in relation to a loan,
write-offs for bad debts are made against the provision. If no provision for impairment has previously been recognised,
write-offs for bad debts are recognised as expenses in the profit and loss account.

Derivative financial instruments

No derivatives were used by the organisation during the financial year.

Fees and Commissions

Fees and commissions are recognised as revenues or expenses on an accrual basis. Yield related loan fees are
recognised over the term of the loan.

Plant and equipment

Depreciation

Depreciation is provided on a reducing balance basis on all plant and equipment.

Major depreciation periods are: 2005 2004
Plant and equipment 3 to 5years 3 to 5 years
Motor vehicles 4 to 5 years 4 to 5 years

Unexpired interest

Interest earned on all finance receivables is recognised on an accruals basis.

Borrowing costs

Borrowing costs are expended in the year in which they are incurred.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Cash

Cash on hand and in banks are stated at nominal value.
For the purpose of the statement of cash flows, cash includes cash on hand and in banks and money market investments
readily convertible to cash within two working days, net of outstanding bank overdrafts.

Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of GST except:

m where 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 asset or as part of the expense item as applicable;
and

m receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables or
payables in the Statement of Financial Position.

Cash flows are included in the Statement of Cash Flows on a gross basis and the GST component of cash flows arising
from investing and financing activities, which is recoverable from, or payable to, the taxation authority are classified as
operating cash flows.

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

The expected net cash flows have not been discounted to their present value.

Employee benefits

Provision is made for employee benefits accumulated as a result of employees rendering services up to the reporting
date.

These benefits include wages and salaries, annual leave and long service leave. Liabilities arising in respect of wages
and salaries, annual leave, and any other employee benefits expected to be settled within twelve months of the
reporting date are measured at their nominal amounts, based on remuneration rates which are expected to be paid
when the liability is settled. All other employee benefits are measured at the present value of the estimated future cash
outflows to be made in respect of services provided by employees up to the reporting date. In determining the present
value of future cash outflows, the market yield as at the reporting date on notional government bonds which have terms
to maturity approximating the terms of the related liability are used.

Employee benefit expenses and revenues arising in respect of the following categories:
m wages and salaries, non-monetary benefits, annual leave, long service leave and other leave entitlements; and,
m other types of employee entitlements, are charged against profits on a net basis in their respective categories.

The contributions made to the superannuation fund by the company are charged against profits when due.

Comparatives

As per prior years, some comparatives have been adjusted for the purpose of comparability with the current year.

Recoverable amount

Non Current Assets are not carried at an amount above their recoverable value and where carrying values exceed this
recoverable amount assets are written down. In determining recoverable amount the expected net cash flows have not
been discounted to their present value.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

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 to the consolidated entity.

Payables to related parties are carried at the principal amount. Interest, when charged by the lender, is recognised as an
expense on an accrual basis.
Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the entity and the revenue
can be reliably measured. The following specific recognition criteria must also be met before revenue is recognised:

Interest

Control of the right to receive the interest payment.

Principles of consolidation

The consolidated financial statements are those of the consolidated entity comprising R.A.C Finance Ltd (the parent
entity) and all entities which R.A.C. Finance Ltd controlled from time to time during the year and at balance date.

Information from the financial statements of subsidiaries is included from the date the parent company obtains control
until such time as control ceases. The financial statements of the subsidiary are prepared for the same reporting period
as the parent entity using consistent accounting policies.

All intercompany balances and transactions have been eliminated in full.

Leases

Leases are classified at their inception as either operating or finance leases based on the economic substance of the
agreement so as to reflect the risks and benefits incidental to ownership.

Operating leases

The minimum lease payments of operating leases, where the lessor effectively retains substantially all of the risks and
benefits of ownership of the leased item, are recognised as an expense on a straight line basis.

Investments

Investments of shares in controlled entities are carried in the consolidated entity’s financial statements at the lower of
cost and net realisable value.

Investments in equity participation are carried at cost. Investments in unlisted shares are carried at cost.

Contributed Equity

Ordinary share capital is recognised at the fair value of the consideration received by the company. Any transaction costs
arising on the issue of ordinary shares are recognised directly in equity as a reduction of the share proceeds.
Corporate Information

RAC Finance Ltd is a company limited by shares and is domiciled in Australia.

The company was incorporated in Australia.

The registered office of RAC Finance Ltd is located at:

228 Adelaide Terrace

Perth, WA 6000

The principal place of business of RAC Finance Limited is located at:

10 Outram Street

West Perth, WA 6005.
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2. INTEREST REVENUE AND INTEREST EXPENSE

The following tables show the average balance for each of the major categories of interest-bearing assets and liabilities,
the amount of interest revenue or expense and the average interest rate. Most averages are daily averages. Weekly or

month-end averages are also used provided they are representative of the entity’s operations during the year.

Average Interest Average
Balance Rate p.a.
$ $ %

Interest revenue to June 2005

Deposits with other financial institutions 3,721,813 197,039 5.29%

Loans and advances 155,184,508 14,629,909 9.43%
158,906,321 14,826,948 9.33%

Interest revenue to June 2004

Deposits with other financial institutions 5,789,871 290,410 5.02%

Loans and advances 129,629,136 12,369,679 9.54%
135,419,007 12,660,089 9.35%

Interest expense to June 2005

Short term borrowings 2,125,000 135,639 6.38%

Notes and debentures 133,391,940 7,529,582 5.64%
135,516,940 7,665,221 5.66%

Interest expense to June 2004

Short term borrowings 1,833,333 121,416 6.62%

Notes and debentures 113,090,370 6,070,516 5.37%
114,923,703 6,191,932 5.39%

Consolidated

RAC Finance Limited

June June June June
2005 2004 2005 2004
$ $ $ $
3. NON INTEREST REVENUE
Fees and commissions 732,576 686,763 732,576 686,763
Joint Venture Income _ 8,922 - -
Bad debts recovered 244,800 94,207 244,800 94,207
Proceeds from sale of non-current assets (1,640) 54,459 (1,640) 54,459
975,736 844,351 975,736 835,429

RAC Finance

Limited Annual Report 2005
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Consolidated RAC Finance Limited

June June June June
2005 2004 2005 2004
$ $ , $ $

4. OTHER EXPENSES FROM ORDINARY ACTIVITIES

Depreciation of non-current assets

Plant and Equipment 98,357 92,543 98,357 92,543
Motor Vehicles 17,309 21,074 17,309 21,074
Total depreciation of non-current assets 115,666 113,617 115,666 113,617
Borrowing Expenses 186,560 74,302 186,560 74,302
Salaries and Wages 1,236,670 1,134,007 1,236,670 1,134,007
Fees and commissions 354,279 181,463 354,279 181,463
Advertising 582,992 326,953 582,992 326,953
Other 1,557,861 1,356,551 1,553,049 1,356,551
3,731,802 2,998,974 3,726,990 2,998,974

4,034,028 3,186,893 4,029,216 3,186,893

5. INCOME TAX

The prima facie tax, using tax rates applicable in

the country of operation, on profit and extraordinary
items differs from the income tax provided in the
financial statements as follows:

Prima facie tax on profit form ordinary activities 1,005,068 917,385 1,006,510 914,708
Tax effect of permanent differences

— Other Items (net) 4,293 4,119 4,293 4,119
— Overprovision of previous year - (3,814) - (3,814)
Income tax expense attributable to operating profit 1,009,361 917,690 1,010,803 915,013

Tax Consolidation legislation

The Royal Automobile Club of W.A. (Inc.) and its wholly-owned Australian subsidiaries implement the tax consolidation
legislation as of 1 July 2003. The Australian Taxation Office has been notified of this decision on the lodgement of the
2004 consolidated income tax return. Members of the group have entered into a tax sharing agreement in order to
allocate income tax expense to the wholly-owned subsidiaries on a pro-rata basis. In addition, the agreement provides
for the allocation of income tax liabilities between the entities should the head entity default on its tax payment
obligations. At balance to date the possibility of default was remote. The head entity of the group is the The Royal
Automobile Club of W.A. (Incorporated).

As a consequence, The Royal Automobile Club of W.A. (Incorporated), as the head entity in the consolidated group, will
recognise current and deferred tax amounts relating to transactions, events and balances of the wholly-owned Australian
controlled entities in this group in its financial statements as if those transactions, events and balances were its own, in
addition to the current and deferred tax balances arising in relation to its own transactions, events and balances. Amounts
receivable or payable under the tax sharing agreement will be recognised separately by The Royal Automobile Club of
W.A. (Incorporated) as tax related amounts receivable or payable. Of the amounts that represents a receivable and payable
arising under the tax sharing agreement, the portion representing the current tax liability/receivable (which would exist but
for the tax consolidation regime) for this entity for 2004 was settled during the year. The impact on the income tax expense
and results of the The Royal Automobile Club W.A (Incorporated) is not material because of the tax sharing agreement.
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Consolidated

RAC Finance Limited

June June June June
2005 2004 2005 2004
$ $ $ $
6. CASH AND LIQUID ASSETS
Cash on hand and at banks 3,336,751 5,719,663 3,331,567 5,714,380
7. DEBTORS
Debtors
— related parties - 10,406 - 10,406
— other 720,033 605,446 720,033 605,446
720,033 615,852 720,033 615,852
8. LOANS AND ADVANCES
Term Loans 171,022,886 140,167,316 171,022,886 140,167,316
Gross Loans and Advances 171,022,886 140,167,316 171,022,886 140,167,316
Specific provision for impairment (107,385) (95,484) (107,385) (95,484)
Unearned Income and Stamp Duty (589,591) (2,113,053) (589,591) (2,113,053)
170,325,910 137,958,779 170,325,910 137,958,779
General provision for impairment (1,686,474) (1,230,587) (1,686,474) (1,230,587)
Net Loans and Advances 168,639,436 136,728,192 168,639,436 136,728,192
Maturity analysis
At call 74,560 154,287 74,560 154,287
Not longer than 3 months 24,304,842 21,346,325 24,304,842 21,346,325
Longer than 3 and not longer than 12 months 89,127,328 61,675,721 89,127,328 61,675,721
Longer than 1 and not longer than 5 years 56,763,545 54,733,107 56,763,545 54,733,107
Longer than 5 years 55,635 49,339 55,635 49,339
170,325,910 137,958,779 170,325,910 137,958,779

RAC Finance Limited Annual Report 2005
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Consolidated RAC Finance Limited

June June June June
2005 2004 2005 2004
$ $ $ $

9. IMPAIRMENT OF LOANS AND ADVANCES

Specific provisions for impairment

Opening balance 95,484 390,915 95,484 390,915
Doubtful debts expense 107,385 95,484 107,385 95,484
Bad debts written off - - - -
Non-accrual loans written off (95,484) (390,915) (95,484) (390,915)
Closing Balance 107,385 95,484 107,385 95,484
General provisions for impairment
Opening balance 1,230,587 916,988 1,230,587 916,988
Doubtful debts expense 455,887 313,599 455,887 313,599
Bad debts written off - - - -
Closing Balance 1,686,474 1,230,587 1,686,474 1,230,587
Bad and doubtful debts expense
Specific provisions for impairment 107,385 95,484 107,385 95,484
General provision for impairment 455,887 313,599 455,887 313,599
Bad debts written off directly 189,943 658,582 189,943 658,582
753,215 1,067,665 753,215 1,067,665

All loans and advances are reviewed and graded according to the anticipated level of credit risk.
The classification adopted is described below:

Non-accrual loans

Without provisions 42,354 106,796 42,354 106,796
With provisions 148,241 225,882 148,241 225,882
Specific provision for impairment (86,204) (95,484) (86,204) (95,484)
Non-accrual loans included in loans and advances 104,391 237,194 104,391 237,194
Interest foregone on non-accrual loans 2,634 10,650 2,634 10,650

“Non-accrual loans” are loans and advances where the debt has been written down to recoverable value.
The Board is of the view that recovery of the principal only will occur on these loans.
Once classified as a non accrual loan, interest accruing on the loan is not brought to account as income.

RAC Finance Limited Annual Report 2005 Page 21 of 36



Notes Consolidated

RAC Finance Limited

June June June June
2005 2004 2005 2004
$ $ $ $
10. INVESTMENTS
Equity in Subsidiary - - 1 1
Investment in Shares (@) 565,000 565,000 - -
565,000 565,000 1 1
(@) Included in unlisted shares at cost is the following investment:
Watermark Enterprises Pty Ltd
Watermark Enterprises Pty Ltd develops land and sells property in the Western Australian property market.
RAC Finance Property Developments Pty Ltd holds a 17% (30 June 2004: 17%) ownership interest in Watermark
Enterprises Pty Ltd.
The carrying amount of this investment at 30 June 2005 is $565,000 (30 June 2004: $565,000).
11. PLANT AND EQUIPMENT
(@) Motor vehicles
At cost 116,490 116,490 116,490 116,490
Provision for depreciation (42,588) (25,279) (42,588) (25,279)
73,902 91,211 73,902 91,211
Furniture, plant and equipment
At cost 614,557 604,527 614,557 604,527
Provision for depreciation (443,099) (411,463) (443,099) (411,463)
171,458 193,064 171,458 193,064
245,360 284,275 245,360 284,275
(b) Reconciliations
Motor Vehicles
Carrying amount at beginning 91,211 103,166 91,211 103,166
Additions - 56,741 - 56,741
Disposals - (47,622) - (47,622)
Depreciation Expense (17,309) (21,074) (17,309) (21,074)
73,902 91,211 73,902 91,211
Furniture, plant and equipment
Carrying amount at beginning 193,064 183,386 193,064 183,386
Additions 78,392 113,191 78,392 113,191
Disposals (1,640) (20,970) (1,640) (10,970)
Depreciation Expense (98,358) (92,543) (98,358) (92,543)
171,458 193,064 171,458 193,064
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Consolidated RAC Finance Limited

June June June June
2005 2004 2005 2004
$ $ $ $
12. OTHER ASSETS
Loan to Subsidiary - - 565,000 565,000
- - 565,000 565,000

13. DEPOSITS AND SHORT-TERM BORROWINGS

Short-term borrowings
—related parties 6,000,000 - 6,000,000 -

Maturity analysis
Not longer than 3 months 6,000,000 - 6,000,000 -

14. CREDITORS AND OTHER LIABILITIES

Creditors

- related parties 605,854 - 735,672 132,707
— other 1,562,919 196,476 1,558,419 196,476
Accrued Interest 1,454,863 1,034,005 1,454,863 1,034,005

3,623,636 1,230,481 3,748,954 1,363,188

15. NOTES AND DEBENTURES

Debentures

— other 127,940,183 109,084,151 127,940,183 109,084,151

Unsecured Notes

- related parties 15,080,000 15,080,000 15,080,000 15,080,000
143,020,183 124,164,151 143,020,183 124,164,151

Maturity analysis

At call - - - -

Not longer than 3 months 39,735,878 29,711,134 39,735,878 29,711,134

Longer than 3 and not longer than 12 months 67,866,368 48,975,043 67,866,368 48,975,043

Longer than 1 and not longer than 5 years 41,417,937 45,477,974 41,417,937 45,477,974
149,020,183 124,164,151 149,020,183 124,164,151

The debenture stock is secured by way of a floating charge over the company’s assets

16. PROVISIONS

Provision for Annual Leave 149,603 144,512 149,603 144,512
Provision for Long Service Leave 87,411 68,437 87,411 68,437
237,014 212,949 237,014 212,949
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Consolidated

RAC Finance Limited

June June June June
2005 2004 2005 2004
$ $ $ $
17. OTHER LIABILITIES
Amount Payable to head entity
under Tax Sharing Agreement 1,613 22,127 3,055 19,450
1,613 22,127 3,055 19,450
18. CONTRIBUTED EQUITY
(@) Issued and paid up capital
— Ordinary Shares fully paid
5,000,000 5,000,000 5,000,000 5,000,000
(b) Movements in shares on issue
2005 2004
Number of Number of
Shares Shares
Beginning of the financial year 10,000,000 5,000,000 10,000,000 5,000,000
End of the financial year 10,000,000 5,000,000 10,000,000 5,000,000

(c) Terms and condition of contributed equity
Ordinary Shares

Ordinary shares have the right to receive dividends as declared and, in the event of winding up the company, to
participate in the proceeds from the sale of all surplus assets in proportion to the number of and amounts paid up on
shares held. Ordinary shares entitle their holder to one vote, either in person or by proxy, at a meeting of the company.

Notes Consolidated RAC Finance Limited
June June June June
2005 2004 2005 2004
$ $ $ $
19. RETAINED PROFITS
Retained Profits 18a 15,624,134 13,283,274 15,492,191 13,147,962
(@) Retained Profits
Balance at the beginning of year 13,283,274 11,143,014 13,147,962 11,013,947
Net Profit attributable to members
of RAC Finance Limited 2,340,860 2,140,260 2,344,229 2,134,015
Total available for appropriation 15,624,134 13,283,274 15,492,191 13,147,962
Dividends provided for or paid - - - -
Balance at end of year 15,624,134 13,283,274 15,492,191 13,147,962
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Consolidated

RAC Finance Limited

June June June June
2005 2004 2005 2004
$ $ $ $

20. DIVIDENDS PAID OR PROVIDED FOR
No dividends were proposed or paid during the financial year.
21. STATEMENT OF CASH FLOWS
a) Reconciliation of the operating profit after tax to the net
cash flows from operations:
Operating profit after tax 2,340,860 2,140,260 2,344,229 2,134,015
Depreciation 115,666 113,617 115,666 113,617
Employee entitlements 24,065 2,742 24,065 2,742
Doubtful debts 467,788 18,168 467,788 18,168
Bad debts written off 285,427 1,049,497 285,427 1,049,497
Net gain on sale of non-current assets 1,640 4,045 1,640 4,045
Changes in assets and liabilities
Other assets (104,181) (365,143) (104,181) (356,222)
Amount Payable to head entity under
Tax Sharing Agreement (20,514) 22,127 (19,072) 19,450
Future income tax benefit - 455,432 - 455,432
Accrued interest payable 420,858 461,124 420,858 461,124
Trade creditors 1,972,297 (1,362,649) 1,967,585 (1,362,649)
Provision for income tax - (73,882) - (73,882)
Deferred tax liability - (325) - (325)
Net cash flow from operating activities 5,503,906 2,465,013 5,504,005 2,465,012
b) Reconciliation of cash
Cash balance comprises:
—cash on hand 3,336,751 5,719,663 3,331,567 5,714,380
¢) The company has access to the following

financial arrangement:
RACWA Holdings short term bill facility 20,000,000 15,000,000 20,000,000 15,000,000
The amount of credit unused at
balance date totalled 14,000,000 15,000,000 14,000,000 15,000,000

d) RACWA Holdings Pty Ltd has provided a guarantee to Westpac Banking Corporation for $3.5 million in support of
Letters of Credit issued by the bank for RAC Finance Limited and its customers.

RACWA Holdings Pty Ltd has provided a guarantee to RAC Finance Limited and Perpetual Trustees for the value of
debenture stock on issue as security, that were in existence as at 7th November 2004. Debentures issued effective

8th November 2004 with the issue of Prospectus 20, are no longer guaranteed by RACWA Holdings Pty Ltd.
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Consolidated RAC Finance Limited

June June June June
2005 2004 2005 2004
$ $ $ $

22. EMPLOYEE BENEFITS AND SUPERANNUATION
COMMITMENTS

Employee Benefits

The aggregate employee benefits liability is comprised of:

Provisions (current) 189,111 179,847 189,111 179,847
Provisions (non-current) 47,903 33,102 47,903 33,102
237,014 212,949 237,014 212,949

Superannuation Commitments

All employees are entitled to varying benefits on retirement, disability or death.The company, as a member of the RAC
Group, utilises the William Mercer Master Trust to provide superannuation services to it’s staff. The company contributed
a minimum of 9% of accumulation members’ salaries and wages to superannuation funds during the financial year, in
accordance with the Superannuation Guarantee Charge.

Consolidated RAC Finance Limited
June June June June
2005 2004 2005 2004
$ $ $ $
23. AUDITOR’S REMUNERATION
Amounts received or due and receivable by the auditor
from R.A.C. Finance Limited :
Auditing accounts 57,500 51,815 53,000 51,815
Other services 1,494 4,422 1,494 4,422
58,994 56,237 54,494 56,237

24. REMUNERATION OF EXECUTIVES

Remuneration received or due and receivable
by executive officers of the company whose
remuneration is $100,000 or more, from
entities in the company or any related party,
in connection with the management of the
affairs of the company or any related party,

whether as an executive officer or otherwise 155,288 145,000 155,288 145,000
$140,000 - $149,999 - 1 - 1
$150,000 - $159,999 1 - 1 -
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Consolidated RAC Finance Limited

June June June June
2005 2004 2005 2004
$ $ $ $
25. CONTINGENT LIABILITIES
Bank Guarantee:
In the normal course of lending the Company
has executed a bank guarantee for which the
Company has executed a third party indemnity. 46,829 1,086,829 46,829 1,086,829

26. ULTIMATE CONTROLLING ENTITY

The company’s ultimate controlling entity is The Royal Automobile Club of W.A. (Inc.)

27. SEGMENT INFORMATION

The company provides finance in Australia.

28. RELATED PARTY DISCLOSURES

Directors
The names of persons who were directors of RAC Finance Limited at any time during the financial year are as follows:

R.M. Evans Chairman
D.J. Banks

T.T. Agnew

D.L. Gooding

C.P. O’Sullivan

R. Ahern

R. Della-Polina

All of these persons were also directors during the year ended 30 June 2004.
Remuneration benefits

Directors were not paid any remuneration during the period.

Transactions of directors and director-related entities concerning shares or share options

Parent entity and consolidated

2005 2004
$ $

Investments
Ordinary shares, 565,000 shares in Watermark Enterprises Pty Ltd. 565,000 565,000

D Gooding, a director of RACWA Holdings Pty Ltd and RAC Finance Limited, is a director and investor in Watermark
Enterprises Pty Ltd.
Other transactions with director and director-related entities

BankWest, a company in which Ms R Ahern, a director of RACWA Holdings Pty Ltd and RAC Finance Ltd is a director,
paid bank interest to RAC Group entities. RAC Group entities have deposits with BankWest amounting to $14,500,000
(June 2004 — $6,800,000).
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28. RELATED PARTY DISCLOSURES (CONTINUED)

Corporate membership services were provided to RAC Finance Limited under normal terms and conditions by
West Coast Eagles, a company in which Mr D Gooding, a director of RACWA Holdings Pty Ltd and RAC Finance
Limited, is the chairman.

Parent entity

2005 2004

$ $

Interest revenue 843,258 355,101
Corporate membership services 43,375 34,096

Wholly-owned group

The wholly-owned group consists of The Royal Automible Club of W.A (Inc.) and its wholly-owned controlled entities.
Ownership interests in these controlled entities are set out in the consolidated financial report.

Aggregated amounts included in the determination of profit from ordinary activities before income tax that resulted
from transactions with entities in wholly-owned group:
Parent entity

2005 2004

$ $

Interest free services 3,195 3,433
Marketing Management fee 582,992 405,084
Group Service management fee 389,266 219,951
Interest expense 861,746 833,925
Travel services 5,332 -
Rent 6,986 4,749

Aggregate amounts receivable from/payable to entities in the wholly-owned group at balance date:

Current receivable —loans - 10,406
Non-Current receivables — loans 565,000 565,000
Current payables — loans 6,132,707 154,834
Non current payables — unsecured notes 15,080,000 15,080,000

Other related parties

Aggregate amounts included in the determination of profit from ordinary activities before income tax that resulted from
transaction with each class of other related party.
Parent entity

2005 2004
$ $
Motor vehicle insurance — Joint Venture 1,783 3,542

Controlling entities

The ultimate parent entity in the wholly-owned group is The Royal Automobile Club of W.A. (Inc.).
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29. FINANCIAL INSTRUMENTS

29(a) Terms, conditions and accounting policies:

The Company’s accounting policies, including the terms and conditions of each class of financial asset, financial liability
and equity instrument, both recognised and unrecognised at the balance date, are as follows:

Recognised Balance

Financial Sheet Accounting Policies Terms and Conditions

Instruments Notes

(i) Financial Assets

Debtors 7 Debtors are carried at nominal Debtors are settled within 30 days.
amounts. No provision is made for
doubtful debts. Items are small and
irregular.

Loans and advances 8 Receivables are carried at net Real Estate receivables have an average

— Real Estate nominal value. A general provision | term of 12 months. Interest only
is made for doubtful debts. Where | repayments are made monthly in
aloan is known to be doubtful a accordance with the terms of the loan
specific provision may be made. contract.

Loans and advances 8 Receivables are carried at net Receivables have terms ranging from

— Consumer, Hire nominal value. A general provision |1 to 5 years. Repayments are made

Purchase and Business is made for doubtful debts. Where | monthly in accordance with the terms of
aloan is known to be doubtful a the loan contract.
specific provision may be made.

(ii) Financial Liabilities

Creditors 13 Liabilities are recognised for Trade liabilities are normally settled on
amounts to be paid in the future 30 day terms.
for goods and services received,
whether or not billed to the
economic entity.

Accrued Interest 13 Interest on all borrowings is accrued | Payment of interest is in accordance with
on a daily basis. the terms of each type of borrowing.

All interest is remitted within 12 months
from accrual.

Unsecured Notes 15 Unsecured notes are carried at Unsecured notes have terms up to 3
the principal amount. Interest is years. Interest is paid quarterly in arrears
charged on a daily accrual basis at the nominal interest rate.
using the nominal interest rate.

Debentures 15 Debentures are carried at the Debentures have a term ranging from 1
principal amount. Interest is to 5 years. Interest is paid in accordance
charged as it accrues. The with the investors instructions which
Debenture stock is issued under may be quarterly, semi-annual, annual or
a Trust Deed. compounding. The Debenture stock is

secured by way of a floating charge over
the undertakings and real and personal
property and rights of the Company.

(i) Equity

Ordinary shares 18 Ordinary share capital is recognised | Details of shares issued at balance date
at the fair value of consideration are set out in note 17.
received by the company.
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29. FINANCIAL INSTRUMENTS (CONTINUED)

29(c) Net Fair Values

The aggregate net fair values of financial assets and financial liabilities, both recognised and unrecognised, at balance

date are as follows:

Total carrying amount as Aggregate net

per the Balance Sheet fair value

June June June June

2005 2004 2005 2004

$ $ $ $

Financial Assets
Cash 3,336,751 5,719,663 3,336,751 5,719,663
Debtors 720,033 615,852 720,033 615,852
Investments 565,000 565,000 565,000 565,000
Loans and advances
— Real Estate 105,367,732 88,325,440 105,396,902 88,369,993
Loans and advances
— Consumer, Hire Purchase
Lease and Business 64,958,177 49,633,339 65,013,098 50,286,979
Total financial assets 174,947,693 144,859,294 175,031,784 145,557,487
Financial liabilities
Total creditors and accruals 2,168,773 196,476 2,168,773 196,476
Accrued Interest 1,454,863 1,034,005 1,454,863 1,034,005
Short term borrowings 6,000,000 - 6,000,000 -
Unsecured notes 15,080,000 15,080,000 15,080,000 15,080,000
Debentures 127,940,183 109,084,151 127,168,317 108,624,953
Other loans - - - -
Total financial liabilities 152,643,819 125,394,632 151,871,953 124,935,434

(i) The following methods and assumptions are used to determine the net fair values of financial assets
and liabilities.

Recognised financial instruments
Cash: The carrying amount approximates fair value because of its availability.

Investments - Money Market deposit: The carrying amount approximates fair value because of its availability

Loans and advances: The fair values of long term loan receivables are estimated using discounted cash flow analysis,
based on current lending rates for similar types of borrowing arrangements.

Creditors, Receivables not yet settled, Accrued interest, Short term borrowings, Dividends, Taxation and Other loans:
The carrying amounts approximate fair values due to their short term payment cycle.

Long term borrowings: The fair values of the long term borrowings are estimated using discounted cash flow analysis,
based on current borrowing rates for similar types of borrowing arrangements.
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29. FINANCIAL INSTRUMENTS (CONTINUED)

29(c) Net Fair Values (continued)

The net fair values of certain assets and liabilities are produced by discounted cashflow analysis and are based on
matters of judgement about economic conditions and risk characteristics of the particular financial instruments. As
matters of judgement cannot be considered with precision any change in the underlying fundamentals may have a
material impact on the stated net fair values. Though the financial instruments have been created by an agreement
between two willing parties a secondary market for the subsequent trading of the financial instruments may not exist for
all classes of financial instruments.

As these calculations are based on matters of judgement a wide variety of methods can be used to obtain the net fair
value of the financial instruments. Consideration to the above should be made when using the disclosed net fair values
and in comparison of these values to that of other financial institutions.

29(d) Credit risk exposures
The company’s maximum exposures* to credit risk at balance date in relation to each class of recognised financial asset
is the carrying amount of those assets as indicated in the balance sheet.

Concentrations of credit risk

The company minimises concentrations of credit risk in relation to loans and advances by undertaking transactions with
customers within the specified industries. All the customers are concentrated in Western Australia.

Concentration of credit risk on loan and advance receivables arise in the following industries:

Maximum credit risk exposure* for each concentration Consolidated
2005 2005 2004 2004

Industry $ % $ %
Property construction 105,301,012 61.8% 88,508,309 64.1%
Transport 0 0.0% 393,522 0.3%
Primary production 32,986 0.0% 95,460 0.1%
Sub contractors 19,875 0.0% 80,554 0.1%
Wage & Salary Earners 64,920,700 38.1% 48,372,953 35.0%
Other non concentrated 158,721 0.1% 603,463 0.4%
170,433,294 100.0% 138,054,261 100.0%

Credit risk on loan and advance receivables is managed in the following ways:

— repayments are due in accordance with loan documentation.

— reminder letters are issued and phone contact is made for the first 30 days of repayment arrears.
— arisk assesment is made by the collections department for amounts in arrears more than 30 days.

* the maximum credit risk exposure does not take into account the value of any collateral or other security held, in the
event other entities/parties fail to perform their obligations under the financial instruments in question.

29(e) Hedging instruments

No hedging instruments were used by the economic entity during the financial year.
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30. CONCENTRATION OF DEPOSITS AND BORROWINGS

2005 2005 2004 2004
$ % $ %

Short term borrowings
—related parties 6,000,000 4.0% - 0.0%
— other
Debentures
- related parties
— other 127,940,183 85.5% 109,084,151 87.9%
Unsecured notes
- related parties 15,080,000 10.1% 15,080,000 12.1%
Other loans
- related parties 605,854 0.4% - 0.0%
Total 149,626,037 100.0% 124,164,151 100.0%
Total concentration
— Related parties 21,685,854 14.5% 15,080,000 12.1%
— Other 127,940,183 85.5% 109,084,151 87.9%
Total 149,626,037 100.0% 124,164,151 100.0%

External funds are raised from diversified sources. There are no material concentrations within the portfolio.

31. FIDUCIARY ACTIVITIES

The company does not undertake any fiduciary activities.

Consolidated

RAC Finance Limited

June June June June
2005 2004 2005 2004
$ $ $ $
32. EXPENDITURE COMMITMENTS
Lease expenditure commitments
Operating leases (non-cancellable):
Minimum lease payments
- not later than one year 19,072 98,013 19,072 98,013
— later than one year and not later than five years - - - -
— aggregate lease expenditure contracted
for at balance date 19,072 98,013 19,072 98,013
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33. IMPACTS OF ADOPTING AUSTRALIAN EQUIVALENTS TO IFRS

The Australian Accounting Standards Board (AASB) is adopting International Financial Reporting Standards (IFRS) for
application to reporting periods beginning on or after 1 January 2005. The AASB has issued Australian equivalents to
IFRS, and the Urgent Issues Group has issued interpretations corresponding to IASB interpretations originated by the
International Financial Reporting Interpretations Committee or the former Standing Interpretations Committee. These
Australian equivalents to IFRS are referred to hereafter as AIFRS. The adoption of AIFRS will be first reflected in the
consolidated entity’s financial statements for the year ending 30 June 2006.

Entities complying with AIFRS for the first time will be required to restate their comparative financial statements to
amounts reflecting the application of AIFRS to that comparative period. Most adjustments required on transition to
AIFRS will be made, retrospectively, against opening retained earnings as at 1 July 2004.

The consolidated entity is in the process of transitioning its accounting policies and financial reporting from current
Australian Accounting Standards (AGAAP) to Australian equivalents of International Reporting Standards (AIFRS) which
will be applicable for the financial year ended 30 June 2006. In 2004, the company had allocated internal resources and
engaged expert consultants to perform diagnostics and conduct impact assessments to identify key areas that would
be impacted by transition to AIFRS. As a result of these procedures, the consolidated entity had graded impact areas
as either high, medium or low and had established dedicated project teams to address each of the areas in order

of priority as represented by the gradings. An AIFRS steering committee was established to oversee the progress of
each of the project teams and make necessary decisions. Priority has been given to the preparation of an opening
balance sheet in accordance with AIFRS as at 1 July 2004, the entity’s transition date to AIFRS. This will form the basis of
accounting for Australian equivalents to IFRS in the future, and is required when the consolidated entity prepares its first
fully AIFRS compliant financial report for the year ended 30 June 2006.

The project team has analysed all of the AIFRS and has identified the accounting policy changes that will be required.

In some cases choices of accounting policies are available, including elective exemptions under Accounting Standard
AASB 1 First-time Adoption of Australian Equivalents to International Financial Reporting Standards. These choices have
been analysed to determine the most appropriate accounting policy for the consolidated entity.

The known or reliably estimable impacts on the financial report for the year ended 30 June 2005 had it been prepared
using AIFRS are currently being prepared. The known impacts on the opening balance sheet position as at 1 July 2004
are set out below. The expected financial effects of adopting AIFRS are shown for each line item in the statements of
financial performance and statements of financial position, with descriptions of the differences. No material impacts are
expected in relation to the statements of cash flows.

Although the adjustments disclosed in this note are based on management’s best knowledge of expected standards
and interpretations, and current facts and circumstances, these may change. For example, amended or additional
standards or interpretations may be issued by the AASB and the IASB. Therefore, until the company prepares its first
full AIFRS financial statements, the possibility cannot be excluded that the accompanying disclosures may have to be
adjusted.
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33. IMPACTS OF ADOPTING AUSTRALIAN EQUIVALENTS TO IFRS

(CONTINUED)

Impact on the statements of financial position

Consolidated

Parent entity

Opening Opening
balance balance
Existing Effect 01/07/2004 Existing Effect of 01/07/2004
Notes GAAP of change  AIFRS GAAP change AIFRS
$ $ $ $ $ $

Current assets

Cash assets 5,719,663 - 5,719,663 5,714,380 - 5,714,380

Receivables 82,561,598 - 82,561,598 82,561,598 - 82,561,598
Total current assets 88,281,261 - 88,281,261 88,275,978 - 88,275,978
Non-current assets

Receivables 54,782,446 — 54,782,446 54,782,446 — 54,782,446

Other financial assets 565,000 - 565,000 565,001 - 565,001

Property, plant and equipment (b) 284,275 (141,000) 143,275 284,275 (141,000) 143,275

Intangible assets (b) - 141,000 141,000 - 141,000 141,000
Total non-current assets 55,631,721 - 55,631,721 55,631,722 - 55,631,722
Total assets 143,912,982 — 143,912,982 143,907,700 — 143,907,700
Current liabilities

Payables 1,230,482 - 1,230,482 1,230,482 - 1,230,482

Interest bearing liabilities 78,686,177 - 78,686,177 78,686,177 - 78,686,177

Provisions 179,847 - 179,847 179,847 - 179,847

Other liabilities 22,127 - 22,127 19,450 - 19,450
Total current liabilities 80,118,633 - 80,118,633 80,115,956 - 80,115,956
Non-current liabilities

Interest bearing liabilities 45,477,974 — 45477974 45,477,974 — 45,477,974

Provisions 33,102 - 33,102 33,102 - 33,102

Other liabilities - - - 132,707 - 132,707
Total non-current liabilities 45,511,076 - 45511,076 45,643,783 — 45,643,783
Total liabilities 125,629,709 — 125,629,709 125,759,739 — 125,759,739
Net assets 18,283,273 - 18,147,961 18,147,961 - 18,147,961
Equity

Parent entity interest

Contributed equity 5,000,000 - 5,000,000 5,000,000 - 5,000,000

Retained profits 13,283,273 — 13,283,273 13,147,961 - 13,147,961
Total equity 18,283,273 — 18,283,273 18,147,961 - 18,147,961
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33. IMPACTS OF ADOPTING AUSTRALIAN EQUIVALENTS TO IFRS
(CONTINUED)

Notes explaining the impacts on the statements of financial performance and statements of financial position

(a) Income tax

Under AASB 112 Income Taxes, deferred tax balances are determined using the balance sheet method which calculates
temporary differences based on the carrying amounts of an entity’s assets and liabilities in the statement of financial
position and their associated tax bases. In addition, current and deferred taxes attributable to amounts recognised
directly in equity are also recognised directly in equity.

This will result in a change to the current accounting policy, under which deferred tax balances are determined using the
income statement method, items are only tax-effected if they are included in the determination of pre-tax accounting
profit or loss and/or taxable income or loss and current and deferred taxes cannot be recognised directly in equity.

(b) Intangible assets

Under AASB 138 Intangible Assets, other intangibles, such as software, which were previously recognised as plant and
equipment, must now be reclassified as intangible assets, where the criteria are met. This will result in a reclassification of
$141,000 from plant and equipment to intangible assets. The period over which the software will be amortised is 2.5 years.

(c) Employee benefit expense

In accordance with the provisions of AASB 119 Employee Benefits, accumulating non vesting compensated absences
(eg sick leave) are required to be recognised as the additional amount that the group expects to pay as a result of the
unused entitlement that has accumulated at the reporting date. The effect on the balance sheet of adopting AIFRS on
1st July 2004 is $4,555.

(d) Financial instruments

The group will be taking advantage of the exemption available under AASB 1 to apply AASB 132 Financial Instruments:
Disclosure and Presentation and AASB 139 Financial Instruments: Recognition and Measurement only from 1 July 2005.
This allows the group to apply previous Australian generally accepted accounting principles (Australian GAAP) to the
comparative information of financial instruments within the scope of AASB 132 and AASB 139 for the 30 June 2006
financial report.

Under AASB 132, the current classification of financial instruments issued by entities in the consolidated entity would not
change.

AASB 139 is likely to have the following impacts.
(i) Classification and measurement of financial assets and liabilities

Under AASB 139, financial assets held by entities in the consolidated entity will be classified as either at fair
value through profit or loss, held-to-maturity, available for sale or loans and receivables and, depending upon
classification, measured at fair value or amortised cost.

Under AASB 139, investments in

< non-traded equity securities and debentures will be classified as available for sale and measured at fair value,
with changes in fair value recognised directly in equity until the underlying asset is derecognised

< loans and receivables and financial liabilities classifications will remain unchanged. Measurement of these
instruments will initially be at fair value with subsequent measurement at amortised cost, using the effective
interest rate method.

This will result in a change to the current accounting policy, under which financial assets are carried at the lower of
cost and recoverable amount, with changes recognised in profit or loss.

As a result of the application of the exemption referred to above, there would have been no adjustment to
classification or measurement of financial assets or liabilities from the application of AIFRS during the year ended
30 June 2005. Changes in classification and measurement will be recognised from 1 July 2005.
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