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Income statements

For the year ended

31 December 2007
Consolidated Company
$'000 $'000
Note 2007 2006 2007 2006
Rendering of services 7. 218,126 174,199 - -
Finance income 10. 8,725 4,677 172 -
Investing income 8. 1,606 404 15,265 20,000
Other income 9. 980 597 9,500 396
Total revenue 229,437 179,877 24,937 20,396
Employee expenses 12. (270,407) (238,898) - -
Depreciation & amortisation expenses (2,448) (1,613) (217) (24)
Occupancy expenses (5,933) (4,782) - -
Systems expenses (8,600) (8,266) - -
Communication expenses 2,571 (2,705) - -
Professional expenses (4,070) (1,413) (2,986) (20)
Finance expenses 10. (2,051) (a53) (67) (227)
Other expenses . (27,108) (7,470) (20,218) (380)
Results from operating activities 18,249 15,577 11,449 19,865
Share of profit/(loss) of equity accounted investments 19. (55) - (55) -
Profit before income tax 18,194 15,577 11,394 19,865
Income tax (expense) / benefit 13. (8,474) (4,811) (2,792) 176
Profit for the period 9,720 10,766 9,602 20,041
Attributable to:
Equity holders of the Company 9,720 10,766 9,602 20,041
Profit for the period 9,720 10,766 9,602 20,041
Cents Cents
Earnings per share:
Basic earnings per share (AUD) 30. 4.3 10.2
Diluted earnings per share (AUD) 30, 31. 39 10.2

The notes on pages 37 to 77 are an integral part of these consolidated financial statements.



Statements of recognised
income and expense
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Consolidated Company
$000 $000

2007 2006 2007 2006

Income and expense recognised directly in equity - - - -

Profit for the period 9,720 10,766 9,602 20,041

Total recognised income and expense for the period 9,720 10,766 9,602 20,041
Attributable to:

Equity holders of the Company 9,720 10,766 9,602 20,041

Minority interest - - - -

Total recognised income and expense for the period 9,720 10,766 9,602 20,041

Other movements in equity arising from transactions with owners as owners are set out in note 28.

The notes on pages 37 to 77 are an integral part of these consolidated financial statements.
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Balance sheets
As at 31 December 200%

Consolidated Company
$'000 $'000

Note 2007 2006 2007 2006
Assets
Cash and cash equivalents 14. 155,377 48,015 175 3
Trade and other receivables 15. 89,420 93,641 51,270 23,867
Loans and advances 21. 286,043 - - -
Financial assets 16. 9,149 13,346 - -
Derivative asset 280 - - -
Prepayments 533 596 - -
Total current assets 540,802 155,598 51,445 23,870
Financial assets 16. - - 68,794 13,291
Other financial assets 20 20 - -
Investments in equity accounted investees 19. 5133 - - -
Loans and advances 21 1,350 - - -
Deferred tax assets 20. 2,981 3,025 674 595
Property, plant and equipment 17. 3,868 4,778 507 672
Goodwill 18. 49,806 3,098 - -
Intangible assets 18. 2,920 - - -
Total non-current assets 66,078 10,921 69,975 14,558
Total assets 606,880 166,519 121,420 38,428




Balance sheets
As at 31 December 200’7 continued
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Consolidated Company
$000 $000

Note 2007 2006 2007 2006
Liabilities
Trade and other payables 22. 119,010 94,897 894 1,789
Deposits and borrowings 23. 336,543 141 137 141
Current tax liabilities 24. 86 2,509 86 2,509
Employee benefits 26. 21,811 23,002 - 301
Provisions 25. 1,552 950 1,552 950
Total current liabilities 479,002 121,499 2,669 5,690
Trade and other payables 22. - 894 - 894
Deposits and borrowings 23. 393 2,031 393 2,031
Employee benefits 26. 1118 4,391 - -
Total non-current liabilities 1,511 7,316 393 2,925
Total liabilities 480,513 128,815 3,062 8,615
Net assets 126,367 37,704 118,358 29,813
Equity
Contributed equity 28. 133,891 39,693 133,891 39,693
Reserves 28. 7,855 13,391 89 5,742
Retained earnings/(losses) 28. (15,379) (15,379) (15,622) (15,622)
Total equity attributable to
equity holders of the Company 126,367 37,704 118,358 29,813

The notes on pages 37 to 77 are an integral part of these consolidated financial statements.
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Statements of cash flows
For the year ended
31 December 2007

Consolidated Company
$'000 $'000

Note 2007 2006 2007 2006
Cash flows from operating activities
Cash receipts from customers 292,829 173,991 9,500 202
Cash paid to suppliers and employees (234,518) (232,485) (3,535) -
Cash generated from operations 58,311 41,506 5,965 202
Dividends received - - 15,265 20,000
Interest received 8,470 4,852 172 -
Interest paid (2,052) (253) (67) (227)
Income taxes paid (12,197) (9,615) (12,291) (9,615)
Net cash from operating activities 27. 53,538 36,590 10,144 10,460
Cash flows from investing activities
Net proceeds from sale of investments 7,095 6,236 - 1
Net proceeds from sale of property, plant and equipment - 112 - -
Acquisition of subsidiary, net of cash acquired - - (289) -
Acquisition of property, plant and equipment (537) (1,941) (52) (672)
Acquisition of other investments (1,508) (7,997) - -
Repayment of loans to controlled entities - - - -
Net cash from investing activities 5,050 (3,590) (240) (663)
Cash flows from financing activities
Net proceeds from the issue of share capital 28,459 - 29,459 -
Repayment of borrowings (3,429) (3,136) (1,641 (1,348)
Related party loans (advanced)/repaid 21,001 (1,796) (22,294) 11,538
Dividends paid (15,256) (20,000) (15,256) (20,000)
Net cash from financing activities 30,775 (24,932) 9,732) (9,810)
Net increase in cash and cash equivalents 89,363 8,068 172 (11)
Cash acquired from subsidiary 17,999 - - -
Cash and cash equivalents at 1 January 48,015 39,947 3 14
Cash and cash equivalents at 31 December 28. 155,377 48,015 175 3

The notes on pages 37 to 77 are an integral part of these consolidated financial statements.
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Notes to the financial statements
For the year ended
31 December 2007

Bell Financial Group Ltd (the Company), formerly Bell Potter Group Pty Limited, is domiciled in Australia.
The consolidated financial statements of the Company comprise the Company and its subsidiaries (the Group
or consolidated entity) and the Group’s interest in associates and jointly controlled entities.

I. Significant accounting policies
Set out below is a summary of significant accounting policies adopted by the Company and its subsidiaries in the
preparation of the consolidated financial statements.

a) Basis of preparation

(i) Statement of compliance

The financial report is a general purpose financial report prepared in accordance with Australian Accounting Standards
(AASBs) (including Australian Accounting Interpretations) adopted by the Australian Accounting Standards Board

(AASB) and the Corporations Act 2001. The consolidated financial report of the Group and the financial report of the
Company comply with International Financial Reporting Standards (IFRS) and interpretations adopted by the International
Accounting Standards Board (IASB).

The financial statements were approved by the Board of Directors on 27 February 2008.

The accounting policies set out below, except as noted, have been applied consistently to all periods presented
in these consolidated financial statements, and have been consistently applied by all entities within the consolidated
entity.

(ii) Basis of measurement

These consolidated financial statements have been prepared under the historical cost convention, except for financial
assets and liabilities (including derivative instruments) at fair value through the profit and loss, investment in subsidiaries
and certain classes of property, plant and equipment.

(iii) Functional and presentation currency

These consolidated financial statements are presented in Australian dollars, which is the Company’s functional currency
and the functional currency of the majority of the Group. The Company is of a kind referred to in ASIC Class Order
98/100 dated 10 July 1998 and, in accordance with that Class Order, all financial information presented in Australian
dollars has been rounded to the nearest thousand dollars unless otherwise stated.
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Notes to the financial statements continued

I. Significant accounting policies continued

b) Principles of consolidation

Subsidiaries

Subsidiaries are all entities controlled by the Group. Control exists where the Group has the power to govern the
financial and operating policies of the entity so as to obtain benefits from its activities. In assessing control, potential
voting rights that are currently exercisable are taken into account. The financial statements of subsidiaries are included
in the consolidated financial statements from the date that control commenced until the date that control ceases.

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

Change in accounting policy

In the Company’s financial statements for the year ended 31 December 2007, investments in subsidiaries are carried
at cost. During the year the Company changed its accounting policy with respect to the carrying value of investments
in subsidiaries. In previous years, the investments in subsidiaries were revalued at each balance date to fair value. This
change in accounting policy was made to provide more relevant information to the users of the financial statements.
Comparatives have been restated.

Investments in associates

Associates are those entities in which the Company has significant influence, but not control, over the financial and
operating policies. Associates are accounted for using the equity method. The consolidated financial statements

include the Group’s share of the income and expenses of equity accounted investees, from the date significant influence
commences until the date that significant influence ceases. When the Group’s share of losses exceeds its interest in

an equity accounted investee, the carrying amount of that interest is reduced to nil.

Unrealised gains arising from transactions with equity accounted investees are eliminated against the investment to the
extent of the Group’s interest in the investee. Unrealised losses are eliminated in the same way as unrealised gains, but
only to the extent that there is no evidence of impairment.

Special purpose entities

The Group has established a special purpose entity (SPE) to manage margin lending loans. The Group does not have
direct or indirect shareholdings in this entity. The SPE is consolidated if, based on an evaluation of the substance of its
relationship with the Group and the SPE’s risks and rewards, the Group concludes that it controls the SPE.

SPEs controlled by the Group were established under terms that impose strict limitations on the decision-making
powers of the SPE’s management and that result in the Group receiving the majority of the benefits related to the SPE’s
operations and net assets, being exposed to risks incident to the SPE’s activities and retaining the majority of the residual
or ownership risks related to the SPE or its assets.

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

Rendering of services

Revenue arising from brokerage, commissions and fee income and corporate finance transactions are recognised by
the Group on an accruals 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 without any cash consideration are not recognised
as revenues. Provision is made for uncollectible debts arising from such services.

Interest income
Interest income is recognised as it accrues using the effective interest method.

Dividend income
Dividends are brought to account as revenue when the right to receive the payment is established.
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d) Statement of cash flows

The statement of cash flows is prepared on the basis of net cash flows in relation to settlement of trades. This is
consistent with the entity’s revenue recognition policy whereby the entity acts as an agent and receives and pays funds
on behalf of its clients, however only recognises as revenue, the entity’s entitiement to brokerage commission.

For the purpose of the statement of cash flows, cash and cash equivalents comprise cash at bank and on hand and
short-term deposits with an original maturity of three months or less.

It is important to note that the balance sheet discloses trade debtors and payables that represent net client accounts
being the accumulation of gross trading.

e) Income tax

Income tax expense or revenue for the period comprises current and deferred tax. Income tax is recognised in the
income statement except to the extent that it relates to items recognised directly in equity, in which case it is recognised
in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially
enacted at the balance sheet date, and any adjustments to tax payable in respect of previous years.

Deferred tax is recognised using the balance sheet method, providing for temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred
tax is not recognised for the following temporary differences: the initial recognition of goodwill, the initial recognition

of assets or liabilities in a transaction that is not a business combination and that affects neither accounting nor

taxable profit, and differences relating to investments in subsidiaries to the extent that they probably will not reverse

in the foreseeable future. Deferred tax is measured at the tax rates that are expected to be applied to the temporary
differences when they reverse, based on the laws that have been enacted or substantively enacted by the reporting date.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available against
which temporary differences can be utilised. Deferred tax assets are reviewed at each reporting date and are reduced
to the extent that it is no longer probable that the related tax benefit will be realised.

Tax consolidation

Effective 1st January 2003, the Company elected to apply the tax consolidation legislation. In accordance with UIG 1052,
all current tax amounts relating to the Group have been assumed by the head entity of the tax-consolidated group,

Bell Financial Group. Deferred tax amounts in relation to temporary differences are allocated as if each entity continued
to be a taxable entity in its own right.

f) 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 Australian 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.

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

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

g) Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on demand and
form an integral part of the Group’s cash management are included as a component of cash and cash equivalents for
the purpose of the statement of cash flows.
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Notes to the financial statements continued

I. Significant accounting policies continued

h) Derivatives

Derivative financial instruments are contracts whose value is derived for one or more underlying price index or other
variable. They include swaps, forward rate agreements or a combination of both. Derivative financial instruments are
instruments entered into for hedging purposes and are used to hedge the Company’s exposure to interest rate risk.

Derivative financial instruments are recognised initially at fair value with gains or losses for subsequent reassessment
at fair value being recognised in the income statement. Where the derivative is designated effective as a hedging
instrument, the timing of the recognition of any resultant gain or loss in the income statement is dependent on the
hedging designation. The Company has not designated any derivatives as hedges during the period.

i) Impairment of assets

At each reporting date, the Group reviews the carrying values of its tangible and intangible assets to determine whether
there is any indication that those assets have been impaired. If such an indication exists, the recoverable amount of the
asset, being the higher of the asset’s fair value less costs to sell and value in use, is compared to the asset’s carrying
value. Any excess of the asset’s carrying value over its recoverable amount is expensed to the income statement.

Where it is not possible to estimate the recoverable amount of an individual asset, the Group estimates the recoverable
amount of the cash-generating unit to which the asset belongs.

An impairment loss is reversed if the reversal can be related objectively to an event occurring after the impairment loss
was recognised. For financial assets measured at amortised cost and available-for-sale financial assets that are debt
securities, the reversal is recognised in profit or loss.

For available-for-sale financial assets that are equity securities, the reversal is recognised in equity. Impairment losses
on goodwiill are not reversed.

j) Trade and other receivables

Trade debtors to be settled within three trading days are carried at the amount due. Term debtors are carried at the
amount due. The collectability of debts is assessed at balance date and specific provision is made for any doubtful
accounts.

k) 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 parent entity or Group. Trade accounts
payable are normally settled within 60 days.

1) Leased assets

Leases in terms of which the Group assumes substantially all the risks and rewards of ownership are classified as finance
leases. Upon initial recognition the leased asset is measured at an amount equal to the lower of its fair value and the
present value of minimum lease payments. Subsequent to initial recognition, the asset is accounted for in accordance
with the accounting policy applicable to that asset.

Other leases are operating leases and are not recognised on the Group’s balance sheet.

m) Borrowing costs
Borrowing costs are recognised as expenses in the period in which they are incurred.

n) Provisions

A provision is recognised if, as a result of a past event, the Group has a present legal or constructive obligation that can
be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the obligation.
Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and the risks specific to the liability.

0) Deposits and borrowings
All deposits and borrowings are recognised at cost, being the fair value of the consideration received net of issue costs
associated with the borrowings.
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p) Goodwill and intangible assets

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, goodwill is measured at costs less accumulated impairment losses. In respect of equity
accounted investees, the carrying amount of goodwill is included in the carrying amount of the investment.

Gooduwiill is reviewed for impairment, annually or more frequently if events or changes in circumstances indicate that
the carrying amount is impaired.

Other intangible assets
Other intangible assets that are acquired by the Group, which have finite lives, are measured at cost less accumulated
amortisation and accumulated impairment losses.

Amortisation is recognised in the profit and loss on a straight-line basis over the estimated useful lives of intangible
assets. The estimated useful lives are as follows:

2007 2006

Customer list 10 years N/A

q) Financial instruments
All investments are initially recognised at fair value of the consideration given, plus directly attributable transaction costs.
Subsequent to initial recognition, investments, which are classified as financial assets, are measured as described below.

Fair value estimation

For investments actively traded in organised financial markets, fair value is determined by reference to Stock Exchange
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 current market
value of another instrument that is substantially the same. Realised and unrealised gains and losses are included in the
income statements. Dividends are brought to account when declared.

Financial assets at fair value through profit or 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 AASB 139: Recognition and Measurement of Financial
Instruments. Realised and unrealised gains and losses arising from changes in the fair value of these assets are included
in the income statement in the period in which they arise.

Loans and advances

All loans and advances are recognised at amortised cost. Impairment assessments are performed at balance date and
impairment is reviewed on each individual loan. Provision would be raised in the event the recoverable amount is less
than the carrying value of the loan. Loans are secured by holding equity as collateral.

Share capital

Ordinary shares

Ordinary shares are classified as equity. Incremental costs directly attributable to issue of ordinary shares and share
options are recognised as a deduction from equity, net of any tax effects.

Dividends
Dividends are recognised as a liability in the period in which they are declared, being appropriately authorised and
no longer at the discretion of the entity.
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Notes to the financial statements continued

I. Significant accounting policies continued

r) Property, plant and equipment

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

Items of property, plant and equipment are depreciated/amortised using the straight-line method over their estimated
useful lives.

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

2007 2006
Leasehold improvements 20% 20%
Office equipment 25-40% 25-40%
Furniture and fittings 20% 20%

s) Employee entitlements

Wages, salaries and annual leave

The provisions for entitlements to wages, salaries and annual leave expected to be settled within 12 months of reporting
date represent the amounts which the Group has a present obligation to pay resulting from employees’ services
provided up to reporting date.

Long service leave

The provision for salaried employee entitlements to long service leave represents the present value of the estimated
future cash outflows to be made resulting from employees’ service provided up to reporting date. Liabilities for
employee entitlements, which are not expected to be settled within 12 months, are discounted using the rates attaching
to national government securities at balance date, which most closely match the terms of maturity of the related
liabilities.

In determining the liability 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 been included in the liability.

Bonuses
The Company recognises a liability and an expense for bonuses. The Company recognises a provision where
contractually obliged or where there is a past performance that has created a constructive obligation.

Share-based payments
The Company has adopted a number of share-based equity incentive plans in which employees and Directors participate.

The grant date fair value of shares expected to be issued under the various equity incentive plans, including options,
granted to employees and Directors is recognised as an employee expense, with a corresponding increase in equity over
the period in which the employees become unconditionally entitled to the shares.

The fair value of options at grant date is independently determined using the Black Scholes option-pricing model that
takes into account the exercise price, the vesting period, the vesting and performance criteria, the impact of dilution,
the share price at grant date and the expected price volatility of the underlying share and the risk free interest rate for
the vesting period.

t) Finance income and expenses
Finance income includes interest on funds invested, dividends, gains on disposal of available-for-sale assets and changes
in fair value of assets at fair value through profit and loss.

Finance expenses include interest expenses on borrowings.
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w Earnings per share
The Group presents basic and diluted earnings per share (EPS) data for its ordinary shares.

Basic earnings per share
Basic EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by the
weighted average number of ordinary shares outstanding during the period.

Diluted earnings per share

Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted average
number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares and share options granted
to employees and Directors.

V) Foreign currency transactions

Transactions in foreign currencies are translated to the functional currency of Group entities at exchange rates at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the reporting date are
retranslated to the functional currency at the foreign exchange rate at that date. Non-monetary assets and liabilities
denominated in foreign currencies that are measured at fair value are retranslated to the functional currency at the
exchange rate at the date that the fair value was determined.

Foreign currency differences arising on retranslation are recognised in profit or loss, except for differences arising on
available for-sale-equity instruments that are recognised directly in equity.

w) New standards and interpretations not yet adopted

The following standards, amendments to standards and interpretations have been identified as those that may impact
the Group in the period of initial application. They are available for early adoption at 31 December 2007, but have not
been applied in preparing this financial report:

— AASB 8 operating segments introduces “management approach’ to segment reporting and will require segment
information based on the internal reports regularly reviewed by the Group’s Chief Operating decision-maker in
order to assess each segment’s performance and to allocate resources to them. Currently the Group presents
segments on a material business basis only. Under the management approach, the Group will present segment
information in respect of all businesses within the Group. The revised AASB 8 will be mandatory for the Group’s
31 December 2009 financial statements.

— AASB 101 Presentation of Financial Statements introduces as a financial statement (formally “primary”” statement)
the ““statement of comprehensive income™. The revised standard does not change the recognition, measurement or
disclosure of transactions and events that are required by other AASBs. The revised AASB 101 will become mandatory
for the Group’s 31 December 2010 financial statements. The Group has not yet determined the potential effect of the
revised standard on the Group’s disclosures.

— AASB 123 Borrowing Costs removes the option to expense borrowing costs and requires that an entity capitalise
borrowing costs directly attributable to the acquisition, construction or production of a qualifying asset as part of
the cost of that asset. The revised AASB 123 will become mandatory for the Group’s 31 December 2010 financial
statements and will constitute a change in accounting policy for the Group. In accordance with the transitional
provision, the Group will apply the revised AASB 123 to qualifying assets for which capitalisation of borrowing costs
commences on or after the effective date.

— Interpretation 10 Interim Financial Reporting and Impairment prohibits the reversal of an impairment loss recognised
in a previous interim period in respect of goodwill, an investment in an equity instrument or a financial asset carried
at cost. Interpretation 10 will become mandatory for the Group’s 2008 financial statements, and will apply to
goodwill, investments in equity instruments, and financial assets carried at cost prospectively from the date that
the Group first applied the measurement criteria of AASB 136 and AASB 139, respectively (i.e. 1 January 2004
and 1 January 2005, respectively).
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Notes to the financial statements continued

I. Significant accounting policies continued

w) New standards and interpretations not yet adopted continued

— Interpretation 11 AASB 2 Share-based Payment — Group and Treasury Share Transactions addresses the classification
of a share-based payment transaction (as equity or cash settled), in which equity instruments of the parent or another
group entity are transferred, in the financial statements of the entity receiving the services. Interpretation 11 will
become mandatory for the Group’s 2008 financial report. Interpretation 11 is not expected to have any material
impact on the consolidated financial report.

— AASB 2007-1 Amendments to Australian Accounting Standards arising from AASB Interpretation 11 amends
AASB 2 Share-based Payments to insert the transitional provisions of AASB 2, previously contained in AASB 1
First-time Adoption of Australian Equivalents to International Financial Reporting Standards. AASB 2007-1 is applicable
for annual reporting periods beginning on or after 1 March 2007 and is not expected to have any material impact on
the consolidated financial report.

2. 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 events that may have an impact on the Group.
All judgements, estimates and assumptions made are believed to be reasonable based on the most current set of
circumstances available to management and are reviewed on an ongoing basis. Actual results may differ from the
judgements, estimates and assumptions. Significant judgements, estimates and assumptions made by management

in the preparation of these financial statements are outlined below:

Recovery of deferred tax assets
Deferred tax assets are recognised for deductible temporary differences as management considers that it is probable
that future taxable profits will be available to utilise 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 specific to the Group
and to the particular asset that may lead to impairment. In the Directors’ opinion, no such impairment exists beyond
that provided at 31 December 2007.

Long service leave provisions

The liability for long service leave is recognised and measured as the present value of the estimated future cash flows to
be made in respect of all employees at balance date. In determining the present value of a liability, attrition rates and pay
increases through promotion and inflation have been taken into account. A discount rate equal to the government bond
rate has been used in determining the present value of the obligation.

Legal provision

As at 31 December 2007, a provision has been accrued to reflect potential claims. In the Directors’ opinion, the outcome
of these legal claims is unlikely to give rise to any significant loss beyond the amounts provided at 31 December 2007.

Intangible assets
The intangible assets acquired have been valued using the net present value of the unlevered free cash flow from
each business’s client list. These valuations are outlined below:

Bell Foreign Exchange and Futures business
The amortisation period for the acquired intangible assets of the Bell Foreign Exchange and Futures business is deemed
to be 10 years. This was determined by analysing the average length of the relationship clients have with the business.

Impairment of goodwvill

Goodwill is tested for impairment annually, or more frequently if events or changes in circumstances indicated that
they might be impaired. For the purpose of impairment testing, goodwill is allocated to Equities, Margin Lending and
the Bell Foreign Exchange and Futures business which represents the lowest level at which it is monitored for internal
management purposes.



Bell Financial Group Annual Report

3. Financial risk management

The Group’s principal financial instruments comprise listed securities, derivatives, term deposits and cash. The main risks
arising from the Group’s financial instruments are market risk, interest rate risk and credit risk.

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. The Group’s
approach to managing this risk is to ensure that it will always have sufficient liquidity to meet its liabilities when due,
under both normal and stressed conditions, without incurring unacceptable losses or risking damage to the Group’s
reputation. The Company assesses its liquid capital on a daily basis.

The Group also has a bank facility that it is able to draw upon in order to meet both short- and long-term liquidity
requirements.

Market rate risk

All instruments are subject to the risk that future changes in market conditions may make an instrument less valuable.
As trading instruments are recognised at market value, changes in market value directly affect reported income in
each period.

Interest rate risk

Interest rate risk arises from the potential for change in interest rates to have an adverse effect on the net earnings of
the Group. The Board has approved the use of derivatives, in the form of interest rate swaps, to mitigate its exposure
to interest rate risk.

Currency risk

The Group is exposed to currency risk on monetary assets and liabilities held in a currency other than the respective
functional currency of the Group. The Group ensures that the net exposure is kept to an acceptable level by buying or
selling foreign currencies at spot rates where necessary to address short-term imbalances.

Credit risk

The credit risk to the Group is the risk that financial assets recognised on the balance sheet exceed their carrying
amount, net of any provisions for doubtful debts. In relation to client debtors, the economic entities’ credit risk
concentration is minimised as transactions are settled on a delivery versus payment basis with a settlement regime
of trade day plus three days.

Security arrangements
The ANZ Bank has a Registered Mortgage Debenture over the assets and undertaking of Bell Financial Group Ltd.

4.. Determination of fair values

A number of the Group’s accounting policies and disclosures require the determination of fair value, for both financial
and non-financial assets and liabilities. Fair values have been determined and disclosed based on the following methods.
Where applicable, further information about the assumptions made in determining fair values is disclosed in the notes
specific to the asset or liability.

Intangible assets
The fair value of intangible assets is based on the discounted cash flows expected to be derived from the assets.

Investments in equity
The fair values of financial assets at fair value through profit and loss and available-for-sale assets are determined with
reference to its quoted bid price at reporting date. Non-listed investments are valued based on their net asset value.

Derivatives

The fair value of interest rate swaps is based on broker quotes. These quotes are tested for reasonableness by
discounting estimated future cash flows based on term to maturity of each contract and using market interest rates
for a similar instrument at the measurement date.

Share-based payments

The fair value of employee stock options is determined using a Black Scholes model. Measurement inputs include
share price, exercise price, volatility, weighted average expected life of the instrument, expected dividends and risk free
interest rate.
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Notes to the financial statements continued

5. Business combinations

On 5 December 2007 the Group acquired all of the shares in Bell Potter Capital Limited for 12,918,784 Bell Financial
Group Ltd shares valued at $40 million. This represents approximately 9.2% of the issued capital of Bell Financial. In

the one month to 31 December 2007, the subsidiary contributed a loss of $144,000. If the acquisition had occurred on
1 January 2007, management estimates that consolidated revenue would have been $14.6 million and the consolidated
loss for the period would have been $625,000.

The acquisition had the following effect on the Group’s assets and liabilities at acquisition date:

Recognised

Pre -acquisition Fair value values on

carrying amounts  adjustments acquisition

$000 $'000 $'000

Cash and cash equivalents 17,999 - 17,999
Trade and other receivables 12,997 - 12,997
Loans and advances 269,025 - 269,025
Deposits and borrowings (279,775) - (279,775)
Trade and other payables (19,504) - (219,504)
Net identifiable assets and liabilities 742 - 742
Goodwill on acquisition 39,258
Consideration paid (scrip for scrip) 40,000
Net cash outflow Nil

On 5 December 2007, the Group also acquired the Futures and Foreign Exchange business unit for 3,229,696 Bell
Financial Group Ltd shares valued at $10 million. In the one month to 31 December 2007, the business contributed a
profit of $50,000. If the acquisition had occurred on 1 January 2007, management estimates that consolidated revenue
would have been $8.5 million and the consolidated profit for the period would have been $926,000.
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The acquisition of this business unit had the following effect on the Group’s assets and liabilities on acquisition date:

Recognised

Pre -acquisition Fair value values on

carrying amounts  adjustments acquisition

$000 $'000 $000

Cash and cash equivalents 12,909 - 12,909
Trade and other receivables 11,433 - 11,433
Intangible assets - 2,945 2,945
Trade and other payables (24,342) - (24,342)
Net identifiable assets and liabilities - 2,945 2,945
Goodwill on acquisition 7,055
Consideration paid (scrip for scrip) 10,000
Cash acquired 12,909
Net cash inflow Nil

Pre-acquisition carrying amounts were determined based on applicable AASBs immediately before the acquisition. The
values of assets, liabilities, and contingent liabilities recognised on acquisition are their estimated fair values (see note 4

for methods used in determining fair values).

The goodwiill recognised on the acquisition is attributable to the future economic benefits Bell Financial Group Ltd

expects to achieve with the integration of the business within its own operation.
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6. Segment reporting
Business segments
The Group comprises the following main business segments:

— Equities — brokerage, corporate fee income and portfolio administration services
— Margin lending
— Other operations

Other operations include the futures and foreign exchanges business units that were immaterial for segment reporting
purposes given they were acquired in December 2007. No comparatives have been provided as the Group only operated
in the equities segment for the year ended 31 December 2006.

Margin Other

Equities lending operations  Eliminations Consolidated

2007 2007 2007 2007 2007

$'000 $000 $000 $'000 $'000

Revenue from operations 226,507 2,333 597 - 229,437

Profit/(loss) after tax 9,814 (144) 50 9,720

Segment assets 235,722 359,243 24,342 (17,560) 601,747

Investment in associates - - 5133 - 5133

Total assets 235,722 359,243 29,475 (17,560) 606,880

Segment liabilities 115,266 358,465 24,342 (17,560) 480,513

Total liabilities 115,266 358,465 24,342 (17,560) 480,513
Other segment details

Depreciation and amortisation (1,232) - - - 1,232)

Share of net losses of associates - - (55) - (55)

No segment information has been provided for income and expense related items as the amounts contributed by
segments other than equities were considered immaterial.

Geographical segments
The entity operates entirely within Australia.
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7. Rendering of services

Consolidated Company
2007 2006 2007 2006
$000 $'000 $'000 $000
Brokerage 152,272 122,127 - -
Corporate fee income 46,967 37,858 - -
Trailing commissions 8,459 6,173 - -
Portfolio administration fees 10,237 7,712 - -
Other 191 329 - -
218,126 174,199 - -
8. Investing income
Consolidated Company
2007 2006 2007 2006
$000 $000 $'000 $000
Dividends received 83 53 15,265 20,000
Profit on trading securities 703 129 - -
House unrealised profit and loss on listed securities 820 222 - -
1,606 404 15,265 20,000
9. Other income
Consolidated Company
2007 2006 2007 2006
$'000 $'000 $000 $'000
Bad debts recovered - 22 - -
Management fee - - 9,500 -
Sundry income 980 575 - 396
980 597 9,500 396
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10. Finance income and expenses

Consolidated Company
2007 2006 2007 2006
$'000 $000 $000 $'000
Bank interest received 7,473 3,641 80 -
Interest received from related parties 1,252 1,036 92 -
Total finance income 8,725 4,677 172 -
Bank interest expense (2,959) (250) (67) (227)
Interest paid to related parties (92 ©)) - -
Total finance expense (2,051) (53) (67) (227)
Net finance income/(expense) 6,674 4,524 105 127)
11. Other expenses from ordinary activities
Consolidated Company
2007 2006 2007 2006
$000 $000 $000 $'000
Legal expenses (481 (343 (474) (343)
Employee share offer 9,739) - (9,739) -
Sundry expenses (6,888) (7127) (5) (37)
(17,108) (7,470) (10,218) (380)
12. Employee expenses
Consolidated Company
2007 2006 2007 2006
$000 $000 $000 $'000
Wages and salaries (150,501) (122,020) - -
Superannuation (20,216) (8,932) - -
Payroll tax (7,952) (6,222) - -
Other employee expenses (2,738) (1,724) - -
(170,407) (138,898) - -
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13. Income tax expense

Consolidated Company

2007 2006 2007 2006

$000 $'000 $'000 $000
Current tax expense
Current period 8,425 5,424 1,872 9
Adjustment for prior periods - (24) - (23)

8,425 5,410 1,872 4)
Deferred tax expense
Origination and reversal of temporary differences 49 (599) (80) @72
Change in unrecognised temporary differences - - - -
Total income tax expense/(benefit) 8,474 4,811 1,792 (176)
Numerical reconciliation between tax-expense and pre-tax net profit

Consolidated Company

2007 2006 2007 2006

$000 $000 $'000 $000
Accounting profit (before income tax) 18,194 15,577 11,394 19,865
Income tax using the Company’s domestic
tax rate of 30% (2006: 30%) 5,458 4,673 3,418 5,959
Non-deductible expenses 3,016 152 2,955 -
Tax exempt income - - (4,581) (6,122)
Adjustments in respect of current income tax of previous year - (24) - (14)
Change in unrecognised temporary differences - - - -

8,474 4,811 1,792 (176)

Tax consolidation

Bell Financial Group and its wholly owned Australian controlled entities are a tax-consolidated group.



Bell Financial Group Annual Report

)

Notes to the financial statements continued

14.. Cash and cash equivalents

Consolidated Company

2007 2006 2007 2006

$000 $000 $000 $'000
Cash on hand 5 5 - -
Cash at bank 20,169 11,361 175 3
Short-term deposits 45,073 18,096 - -
Cash at bank — Trust account 23,717 18,553 - -
Segregated fund bank balances 11,373 - - -
Short-term deposits Margin Lending 55,040 - - -
Cash and cash equivalents in the statement of cash flows 155,377 48,015 175 3

Cash on hand, cash at bank and short-term deposits represent Company cash reserves.

Cash at bank — Trust account, segregated fund bank balances and short-term deposits (Margin Lending) represent
client funds.

Cash on hand and at bank earns interest at floating rates based on daily bank deposit rates. Short-term deposits are
made for periods of between seven days and 31 days.

Segregated fund bank balance earn interest at floating rates based on daily bank rates. Trust bank balance earns interest
at floating rates based on daily bank rates.

The Group’s exposure to interest rate risk for financial assets and liabilities is disclosed in note 32.

15. Trade and other receivables

Consolidated Company
2007 2006 2007 2006
$'000 $000 $000 $'000
Current
Trade debtors 86,142 69,565 - -
Less: Impairment (261) (74) - -
Due from related entities 560 21,561 51,270 23,867
Sundry debtors 2,979 2,589 - -
89,420 93,641 51,270 23,867
16. Financial assets
Consolidated Company
2007 2006 2007 2006
$'000 $000 $000 $'000
Current investments (at fair value)
Shares (listed) 3,229 2,426 - -
Unit — Managed Investment Schemes 5,920 10,920 - -
9,149 13,346 - -
Non-current investments (at cost)
Investment in subsidiaries - - 68,794 13,291

_ . 68,794 13,291
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177. Property, plant and equipment

Fixtures Office Leasehold

and fittings equipment improvements Total
Consolidated $000 $000 $'000 $000
Year ended 31 December 2007
Balance at 1 January 2007 (net accumulated depreciation) 736 1,885 2,157 4,778
Additions 145 258 87 490
Disposals 4 - - 4
Revaluations - - - -
Impairment loss - - - -
Depreciation charge for the year (55) (691) (550) (2,396)
Balance at 31 December 2007 722 1,452 1,694 3,868
Balance at 1 January 2007
Cost 1,703 5,795 4,952 12,450
Accumulated depreciation (967) (3,910) (2,795) (9,068)
Net carrying amount 736 1,885 2,157 4,778
Balance at 31 December 2007
Cost 1,844 6,053 5,039 12,936
Accumulated depreciation (1,122) (4,601 (3,345) (9,068)
Net carrying amount 722 1,452 1,694 3,868
Year ended 31 December 2006
Balance at 1 January 2006 (net of accumulated depreciation) 802 1,849 1,960 4,611
Additions 142 935 864 1,941
Disposals 43) (118) - (261
Revaluations - - - -
Impairment loss - - - -
Depreciation charge for the year (265) (781) (667) (2,613)
Balance at 31 December 2006 736 1,885 2,157 4,778
Balance at 1 January 2006
Cost 1,707 5,229 4,938 11,874
Accumulated depreciation (905) (3,380) (2,978) (7,263)
Net carrying amount 802 1,849 1,960 4,611
Balance at 31 December 2006
Cost 1,703 5,795 4,952 12,450
Accumulated depreciation (967) (3,910) (2,795) (7,672)

Net carrying amount 736 1,885 2,157 4,778
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17. Property, plant and equipment continued

Office Leasehold Fixtures

equipment improvements  and fittings Total
Company $000 $000 $000 $000
Year ended 31 December 2007
Balance at 1 January 2007 (net of accumulated depreciation) 672 - - 672
Additions - - - -
Disposals - - - -
Revaluations - - - -
Depreciation charge for the year (165) - - (265)
Balance at 31 December 2007 507 - - 507
Balance at 1 January 2007
Cost 672 - - 672
Accumulated depreciation - - - -
Net carrying amount 672 - - 672
Balance at 31 December 2007
Cost 672 - - 672
Accumulated depreciation (165) - - (265)
Net carrying amount 507 - - 507
Year ended 31 December 2006
Balance at 1 January 2006 (net of accumulated depreciation) - 14 - 14
Additions 672 - - 672
Disposals - - - -
Revaluations - - - -
Depreciation charge for the year - (24) - (24)
Balance at 31 December 2006 672 - - 672
Balance at 1 January 2006
Cost - 847 - 847
Accumulated depreciation - (833) - (833)
Net carrying amount - 14 - 14
Balance at 31 December 2006
Cost 672 - - 672

Accumulated depreciation - - - _

Net carrying amount 672 - - 672
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18. Intangible assets

Consolidated Company
Identifiable Identifiable
Goodwill  intangibles Total Goodwill  intangibles Total
$'000 $'000 $000 $'000 $'000 $'000

Year ended 31 December 2007
Balance at 1 January 2007 3,098 - 3,098 - - -
Additions 46,708 2,945 49,653 - - -
Amortisation/impairment - (25) (25) - - -
Balance at 31 December 2007 49,806 2,920 52,726 - - -
Balance at 1 January 2007
Cost (gross carrying amount) 3,098 - 3,098 - - -
Accumulated amortisation/impairment - - - - - -
Net carrying amount 3,098 - 3,098 - - -
Balance at 31 December 2007
Cost (gross carrying amount) 49,806 2,945 52,751 - - -
Accumulated amortisation/impairment - (25) (25) - - -
Net carrying amount 49,806 2,920 52,726 - - -
Year ended 31 December 2006
Balance at 1 January 2006 3,098 - 3,098 - - -
Additions - - - - - -
Amortisation/impairment - - - - - -
Balance at 31 December 2006 3,098 - 3,098 - - -
Balance at 1 January 2006
Cost (gross carrying amount) 3,098 - 3,098 - - -
Accumulated amortisation/impairment - - - - - -
Net carrying amount 3,098 - 3,098 - - -
Balance at 31 December 2006
Cost (gross carrying amount) 3,098 - 3,098 - - -
Accumulated amortisation/impairment - - - - - -
Net carrying amount 3,098 - 3,098 - - -
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18. Intangible assets continued

Impairment testing for cash-generating units containing goodwill

Following initial recognition, goodwill is measured at costs less accumulated impairment losses. In respect of equity
accounted investments, the carrying amount of goodwill is included in the carrying amount of the investment.

Goodwill is reviewed for impairment, annually or more frequently if events or changes in circumstances indicate that
the carrying amount is impaired.

For the purpose of impairment testing, goodwill is allocated to Equities, Margin Lending and the Bell Foreign Exchange
and Futures business which represents the lowest level at which it is monitored for internal management purposes.
19. Investments in equity accounted investees

The Group’s share of the loss in its equity accounted investees for the year was $55,451 (before tax).

Summary financial information for equity accounted investees, not adjusted for the percentage ownership held by
the Group.

Total Total Profit/
Ownership Assets Liabilities Revenues Expenses (loss)
$'000 $000 $'000 $000 $'000
2006
Bell Direct - - - - - -
2007
Bell Direct 25% 2,159 (387) 12 (2,894) (2,882)
2,159 (387) 12 (2,894) (2,882)

Bell Direct is a start-up online share trading business that launched its commercial operations in November 2007.
A major portion of the 2007 expenditure incurred related to the build and development of the share trading platform.

The Company acquired a 25% interest in Bell Direct on 1 December 2007 for 1,614,848 Bell Financial Group shares
(valued at $5 million). It also has a call option with respect to a further 25% interest that is exercisable in a period of
30 days after the date two years after Listing. Consideration is the issue of $17,500,000 worth of shares.
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20. Deferred tax assets

Deferred tax assets are attributable to the following:

The balance comprises temporary differences attributable to:

Balance sheet

Income statement

2007 2006 2007 2006

$000 $000 $'000 $'000
Consolidated
Depreciation 584 572 12 31
Employee benefits 780 2,116 (1,335) 513
Other items 1,617 337 1,274 55
Gross deferred income tax assets 2,981 3,025 - -
Deferred income tax charge (49) 599
Parent
Depreciation 216 219 3 8)
Provisions 458 376 83 180
Gross deferred income tax assets 674 595 - -
Deferred income tax charge 80 172
2I. Loans and advances
The following loans and advances were acquired during the year ended 31 December 2007:

Consolidated Company
2007 2006 2007 2006

$000 $'000 $000 $'000
Current
Balance at 1 January - - - -
New acquisitions
Margin lending 286,043 - - -
Balance at 31 December 286,043 - - -
Non-current
Balance at 1 January - - - -
New acquisitions
Margin lending 1,350 - - -
Balance at 31 December 1,350 - - -
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22. Trade and other payables

Consolidated Company
2007 2006 2007 2006
$'000 $000 $000 $'000
Current
Settlement obligations 79,585 75,074 - -
Sundry creditors and accruals 14,189 18,034 - -
Segregated client liabilities 24,342 - - -
Other borrowings 894 1,789 894 1,789
119,010 94,897 894 1,789
Non-current
Other borrowings — unsecured - 894 - 894
Other - - - -
- 894 - 894

Settlements obligations are non-interest bearing and are normally settled on three-day terms. Sundry creditors are
normally settled on 60-day terms.

For terms and conditions relating to related party balances, refer to note 35.

23. Deposits and borrowings

This note provides information about the contractual terms of the Company’s and the Group’s interest-bearing loans and
borrowings. For more information about the Company’s and the Group’s exposure to interest rate and foreign currency
risk, see note 32.

Consolidated Company
2007 2006 2007 2006
$'000 $000 $000 $'000
Current liabilities

Finance lease liabilities 137 141 137 141
Deposits (cash account) 156,406 - - -
Cash advance facility 180,000 - - -
336,543 141 137 141

Non-current liabilities
Finance lease liabilities 393 531 393 531
Bank bills - 1,500 - 1,500
393 2,031 393 2,031

Interest rate risk exposures
Details of the Group’s exposure to interest rate changes on borrowings are set out in note 3.
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Terms and debt repayment schedule
Terms and conditions of outstanding loans were as follows:

2007 2006
Nominal Face Carrying Face Carrying
interest Year of value amount value amount
Currency rate maturity $000 $000 $000 $000
Consolidated
Cash advance facility* AUD 7.90% 2008 180,000 180,000 - -
Deposits (cash account)* AUD 6.29% 2008 156,406 156,406 - -
Finance lease liabilities AUD 7.76% 2010 530 530 671 672
336,936 336,936 671 672
*Borrowings relate to margin lending/cash account business (Bell Potter Capital) which are largely at call.
Company
Finance lease liabilities AUD 7.76% 2010 530 530 672 672
Bank bills AUD 7.74% 2007 - - 1,500 1,500
530 530 2,172 2,172
Finance lease liabilities
Finance lease liabilities of the Group are payable as follows:
Minimum Minimum
lease lease
payments Interest Principal payments Interest Principal
2007 2007 2007 2006 2006 2006
$000 $'000 $000 $'000 $000 $000
Consolidated
Less than one year 190 36 137 190 47 141
Between one and five years 365 38 393 571 74 531
More than five years - - - - - -
555 74 530 761 121 672
Company
Less than one year 190 36 137 190 a7 141
Between one and five years 365 38 393 571 74 531
More than five years - - - - - -
555 74 530 761 121 672

During the year ended 31 December 2006, the Company entered into an arrangement to lease equipment.

The arrangement was assessed by management and deemed to be a finance lease as the Company (the lessee)
substantially retains all the risks and rewards of ownership.
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24.. Current tax liabilities
The current tax liability for both the Group and the Company of $85,885 (2006: $2,509,163) represents the amount
of income taxes payable in respect of current and prior financial periods.

The Company liability includes the income tax payable by all members for the tax-consolidated Group.

25. Provisions

Consolidated Company

2007 2006 2007 2006

$'000 $000 $000 $'000
Current
Legal provision 1,525 950 1,525 950
Other 27 - 27 -

1,552 950 1,552 950
Balance at 1 January 950 650 950 650
Arising during the year 602 300 602 300
Utilised - - - -
Balance at 31 December 1,552 950 1,552 950
Current 1,552 950 1,552 950
Non-current - - - -

1,552 950 1,552 950

Legal provision
The amount represents a provision for certain legal claims brought against the Group. In the Directors’ opinion,
the outcome of these legal claims is unlikely to give rise to any significant loss beyond the amounts provided at
31 December 2007.
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26. Employee benefits

Consolidated Company
2007 2006 2007 2006
$000 $'000 $'000 $000
Current
Salaries and wages accrued 20,209 21,412 - 301
Liability for annual leave 1,602 1,590 - -
Total employee benefits — current 21,811 23,002 - 301
Non-current
Salaries and wages accrued - 3,589 - -
Liability for long-service leave 1,118 802 - -
Total employee benefits — non-current 1,118 4,391 - -

The present value of employee entitlements not expected to be settled within 12 months of balance date have been

calculated using the following weighted averages:

Consolidated

2007 2006
Assumed rate of increase on wages/salaries 5.7% 5.5%
Discount rate 6.6% 6.4%
Settlement term (years) 10 10
Number of employees at year-end 649 602
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27. Reconciliation of cash flows from operating activities

Consolidated Company
2007 2006 2007 2006

$000 $000 $000 $'000
Cash flows from operating activities
Profit from ordinary activities after tax: 9,720 10,766 9,602 20,041
Adjustments for:
Depreciation and amortisation 1,448 1,613 216 14
Provision for doubtful debts 192 7 - -
Net gain on sale of investments (703) (129) - -
Loss on disposal of fixed assets - 49 - -
Employee expenses — IPO 9,739 - 9,739 -
Debt forgiveness - - - (396)
Unrealised gain on investments (820) (222) - -
Share of losses of equity accounted investees - - 55 -
Operating profit before changes in working capital
and provisions 19,576 12,084 19,612 19,659
(Increase)/decrease current receivables 2,117 (27,820) (4,001 (5,423)
(Increase)/decrease other current assets (162) (222) - -
(Increase)/decrease deferred tax assets 44 (599) (79) a72)
(Increase)/decrease loans and advances (28,367) - - -
(Increase)/decrease fixed assets 911 - 164 -
Increase/(decrease) current payables 4,609 36,491 (894) -
Increase/(decrease) current loans and borrowings 41,638 - 9 -
Increase/(decrease) current tax liabilities (2,423) (4,205) (2,423) (4,204)
Increase/(decrease) current provisions (589) 19,187 602 600
Increase/(decrease) non-current payables (894) - (894) -
Increase/(decrease) non-current loans and borrowings 28,351 - (1651) -
Increase/(decrease) non-current provisions (3,273) 1,574 (301) -
Less: Cash acquired from subsidiary (27,999) - - -
Net cash from operating activities 53,538 36,590 10,144 10,460

Reconciliation of cash
For the purpose of the cash flow statement, cash and cash equivalents comprise:

Consolidated Company
2007 2006 2007 2006
$'000 $000 $000 $'000
Cash at bank/on hand 20,174 11,365 175 3
Cash at bank — Trust account 22181 18,553 - -
Segregated fund bank balances 12,909 - - -
Short-term deposits 45,073 18,096 - -
Short-term deposits Margin Lending 55,040 - - -

155,377 48,015 175 3
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28. Capital and reserves

Share capital
Consolidated Company

2007 2006 2007 2006
Ordinary shares $'000 $000 $'000 $'000
Onissue at 1 January 39,693 39,693 39,693 39,693
Issued for cash 31,691 - 31,691 -
Scrip for scrip 55,000 - 55,000 -
Other 7,507 - 7,507 -
Exercise of share options - - - -
On issue at 31 December 133,891 39,693 133,891 39,693

Movements in ordinary share capital

Date Details Number of shares
1 January 2006 Opening Balance 105,482,214
31 December 2006 Balance 105,482,214
30 January 2007 Share issue 1,041,000
29 June 2007 Share issue 1,041,000
31 October 2007 Share issue 4,843,333
3 December 2007 Share issue 1,000,000
5 December 2007 Share issue 17,763,328
5 December 2007 Share split @ 1.62 212,630,523
12 December 2007 Share issue (IPO) 15,000,000
31 December 2007 Balance 227,630,523

The authorised capital of the Group is $133,890,923 representing 227,630,523 fully paid ordinary shares.

The Group has issued employee share options. Details of these arrangements can be found in the Remuneration Report.
In addition to those included in the Remuneration Report, options have been issued to UBS under the same terms and
conditions. The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled

to one vote per share at meetings of the Company.

All shares rank equally with regard to the Company’s residual assets.
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28. Capital and reserves continued
Reserves

Consolidated Company
Distributable Distributable
profits Total profits Total
reserve reserves reserve reserves

$000 $000 $000 $000
Balance at 1 January 2006 22,625 22,625 5,701 5,701
Transfer of retained earnings 10,766 10,766 20,041 20,041
Dividends (20,000) (20,000) (20,000) (20,000)
Revaluation of investments - - - -
Balance at 31 December 2006 13,391 13,391 5,742 5,742
Balance at 1 January 2007 13,391 13,391 5,742 5,742
Transfer of retained earnings 9,720 9,720 9,602 9,602
Dividends (15,255) (15,255) (15,255) (15,255)
Revaluation of investments - - - -
Balance at 31 December 2007 7,855 7,855 89 89
Distributable profits reserve
The distributable profits reserve records profits that are distributable as dividends.
Retained profits

Consolidated Company
Retained profits Retained profits

2007 2006 2007 2006

$000 $000 $000 $'000
Balance 1 January (15,379) (25,379) (15,622) (15,622)
Profit for the year 9,720 10,766 9,602 20,041
Transfer to distributable profit reserve (9,720) (10,766) (9,602) (20,041)
Balance 31 December (15,379) (15,379) (15,622) (15,622)
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29. Dividends

Dividends recognised in the current year by the Group are:

Total
Cents amount Franked/ Date of
per share $000 unfranked payment
2007
Final 2006 ordinary 101 10,765 Franked 18 April 2007
Final 2007 4.2 4,490 Franked 10 December 2007
Total amount 15,255
2006
Final 2005 ordinary 20,000 Franked 3 April 2006
Total amount 20,000
Company
2007 2006
$'000 $000
Dividend franking account
30% franking credits available to shareholders
of Bell Financial Group Ltd for subsequent financial years 5,621 1,270

As outlined in the Prospectus, all 2007 dividends were paid prior to Listing. The first available dividend to current
shareholders is expected to be the 2008 interim dividend.

The above available amounts are based on the balance of the dividend franking account at year-end adjusted for:
1 Franking credits that will arise from the payment of current tax liabilities.

2 Franking debits that will arise from payment of dividends recognised as a liability at year-end.

3 Franking credits that will arise from the receipt of dividends recognised as receivable at year-end.

The ability to utilise the franking credits is dependent upon there being sufficient available profits to declare dividends.
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30. Earnings per share
Earnings per share at 31 December 2007 based on profit and a weighted average number of shares outlined below
was 4.3 cents (2006: 10.2 cents). Diluted earnings per share at 31 December 2007 was 3.9 cents (2006: 10.2 cents).
Reconciliation of earnings used in calculating EPS

Consolidated

2007 2006
$000 $'000
Basic earnings per share
Profit from continuing operations 9,720 10,766
Profit attributable to ordinary equity holders used for basic EPS 9,720 10,766
Adjustments for calculation of diluted earnings per share
Profit attributable to ordinary equity holders used to calculate basic EPS 9,720 10,766
Effect of stock options issued - -
Profit attributable to ordinary equity holders used for diluted EPS 9,720 10,766

Weighted average number of ordinary shares used as the denominator (basic)
Consolidated

2007 2006

Note Number Number

Issued ordinary shares at year-end 28. 227,630,523 105,482,214

Effect of share options exercised - -

Weighted average number of ordinary shares used to calculate basic EPS 227,630,523 105,482,214
Adjustments for calculation of diluted earnings per share

Effect of stock options granted 23,622,211 -

Weighted average number of ordinary shares at year-end 251,252,734 105,482,214

Weighted average number of ordinary shares used to calculate diluted EPS 251,252,734 105,482,214

Options
Options granted to Directors, key management personnel and UBS are considered to be potential ordinary shares and
have been included in the determination of diluted earnings per share.
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31. Share-based payments

Long-term Incentive Plan (LTIP)

The Board is responsible for administering the LTIP Rules and the terms and conditions of specific grants of options
to participants in the LTIP. The LTIP Rules include the following provisions:

— The Board may determine which persons will be eligible to participate in the LTIP from time to time. Eligible persons
may be invited to apply to participate in the LTIP. The Board may in its discretion accept such applications.

— A person participating in the LTIP (Executive) may be granted options on conditions determined by the Board.
— There is no consideration payable for the grant of the options.

— The options will vest on, and become exercisable on or after, a date predetermined by the Board (the Vesting Date),
provided that the executive remains employed as an executive of the Company as at that date. These terms may be
accelerated at the discretion of the Board under specified circumstances.

— An unvested option will generally lapse at the expiry of the exercise period applicable to that option.

— Following the Vesting Date, the vested option may be exercised by the executive subject to any exercise
conditions and the payment of the exercise price (if any), and the executive will then be allocated or issued shares
on an one-for-one basis.

Fair value of options granted

The assessed fair value at grant date of options granted during the year to 31 December 2007 is $319,923. The fair value
was independently determined using the Black-Scholes option-pricing model. An outline of details and assumptions used
in the valuation of share options granted is provided below:

Fair value of share options and assumptions 2007
Fair value at grant date $0.0262
Share price at grant date $1.55
Exercise price at grant date $3.10
Option life (expected weighted average life) 15 December 2010
Expected volatility (weighted average volatility) 25%
Risk-free interest rate (based on government bonds) 6.55%

The number and weighted average exercise prices of share options is as follows:

Weighted Weighted
average Number average Number
exercise price of options exercise price of options
2007 2007 2006 2006
Outstanding 1 January - - - -
Granted during the year $2.00 19,739,959 - -
Forfeited during period - - - -
Outstanding 31 December - 19,739,959 - -

Exercised 31 December - - — _
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Notes to the financial statements continued

31. Share-based payments continued
Expenses arising from share-based payment transactions

Consolidated Company
2007 2006 2007 2006
$'000 $000 $'000 $'000
Share options granted in 2006 — equity settled - - - -
Share options granted in 2007 — equity settled 27 - 27 -
Total expense recognised as employee costs 27 - 27 -

Total carrying amount of liabilities for cash-settled arrangements - - - -

Total intrinsic value of liability for vested benefits

32. Financial instruments
Exposure to credit, interest rate, currency and liquidity risks arises in the normal course of the Company’s and the
Group’s business.

Credit risk

Management has a process in place and the exposure to credit risk is monitored on an ongoing basis. The Group
requires collateral in respect of margin loans made in the course of business within Bell Potter Capital. This collateral is
generally in the form of the underlying security the margin loan is used to invest in.

Investments are allowed only in liquid securities and only with counterparties that have a credit rating equal to or better
than the Group. Transactions involving derivatives are with counterparties with whom the Group has a signed netting
agreement and who have sound credit ratings. Management does not expect any counterparty to fail to meet its
obligations.

At the reporting date there were no significant concentrations of credit risk. The maximum exposure to credit risk is
represented by the carrying amount of each financial asset, including derivatives in the balance sheet.

The ageing of the Group’s trade receivables at reporting date was:

Gross  Impairment Gross  Impairment

2007 2007 2006 2006

Ageing of receivables $'000 $000 $000 $'000
Not past due 85,886 - 69,491 -
Past due 0-30 days - - - -
Past due 31-120 days 188 (288) - -
More than one year 73 (73) 74 (74)

Collectibility of trade receivables is reviewed on an ongoing basis. Debts that are known to be uncollectible are written
off. A provision for impairment of trade receivables is established when there is evidence that the Company will not be
able to collect all amounts due according to the original terms. Significant financial difficulties of the debtor, probability
that the debtor will enter bankruptcy and default or delinquency in payments (for amounts greater than 30 days
overdue) are considered indicators that the trade receivable is impaired.
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Liquidity risk
The following are the contractual maturities of financial liabilities, including estimated interest excluding impacting
of netting agreements.

Carrying Contracted 6 months 6-12 months  1-2years

amount  cash flow or less or less orless 2-5years 5+ years
2007 $'000 $'000 $'000 $'000 $'000 $'000 $'000
Consolidated
Trade and other payables 119,010 (119,010) (119,010) - - - -
Finance lease liabilities 531 (531) (67) (70) (222) (271 -
Cash deposits 156,406 (156,406) (156,111) (295) - - -
Cash advance facilities 180,000 (180,000) - (180,000) - - -
Bank bills - - - - - - -
Company
Trade and other payables 894 (894) (894) - - - -
Finance lease liabilities 531 (531) (67) (70) (122) (271) -
Margin lending deposits - - - - - - -
Cash advance facilities - - - - - - -
Bank bills - - - - - - -
2006
Consolidated
Trade and other payables 94,897 (94,897) (93,109) (894) (894) - -
Finance lease liabilities 672 (672) (77) (64) (a37) (394) -
Bank bills 1,500 (1,500) (1,000) (500) - - -
Company
Trade and other payables 1,789 (2,789) (894) (895) - - -
Finance lease liabilities 672 (672) (77) (64) (137) (394) -
Bank bills 1,500 (1500) (1,000) (500) - - -

Interest rate risk

The Group’s investments in fixed-rate debt securities and its fixed-rate borrowings are exposed to a risk of change in
their fair value due to changes in interest rates. The Group’s investments in variable-rate debt securities and its variable-
rate borrowings are exposed to a risk of change in cash flows due to changes in interest rates. An interest rate swap is
used to hedge exposure to fluctuations in interest rates. This derivative financial instrument is recognised initially at fair
value with gains or losses for subsequent reassessment at fair value being recognised in the income statement.

Investments in equity securities and short-term receivables and payables are not exposed to interest rate risk.
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Notes to the financial statements continued

32. Financial instruments continued
Effective interest rates
In respect of income-earning financial assets and interest-bearing financial liabilities, the following tables indicate their
average effective interest rates at the reporting date and the periods in which they mature:

Average
effective 6 months More than
interest Total orless 6-12 months 1-2years 2-5years 5years
2007 Note rate $'000 $'000 $'000 $'000 $000 $'000
Consolidated
Fixed rate instruments
Cash and cash equivalents  14. 7.09% 100,113 100,113 - - - -
Finance lease liabilities 23. 7.76% (530) (67) (70) (122) (271) -
Loans and advances 21 7.63% 92,028 90,150 528 1,350 - -
Deposits and borrowings ~ 23. 711% (7,990) (7,696) (294) - - -
Cash advance facility 23. 7.66% (180,000) - (180,000) - - -
3,621 182,500 (179,836) 1,228 (271 -
Variable rate instruments
Cash and cash equivalents  14. 6.09% 55,259 55,259 - - - -
Loans and advances 21 8.82% 195,365 195,365 - - - -
Deposits and borrowings ~ 23. 6.24% (148,270)  (148,270) - - - -
102,354 102,354 - - - —
Company
Fixed rate instruments
Finance lease abilities 23. 7.76% (530) (67) (70) (122) (271 -
(530) (67) (70) (122) (271) -
Variable rate instruments
Cash and cash equivalents  14. 5.80% 175 175 - - - -
Borrowings 23. - - - - - -
175 175 - - - -
2006
Consolidated
Fixed rate instruments
Cash and cash equivalents  14. 6.33% 18,096 18,096 - - - -
Finance lease liabilities 23. 7.76% (672) (77) (64) a37) (394) -
Loans and advances 21. - - - - - -
Deposits and borrowings ~ 23. - - - - - -
Cash advance facility 23. - - - - - -
17,424 18,019 (64) 137) (394) -
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Variable rate instruments

Cash and cash equivalents  14. 5.60% 29,919 29,919 - - - -
Loans and advances 21. - - - - - -
Deposits and borrowings  23. 5.75% (2,500) (2,000) (500) - - -

28,419 28,919 (500) - - -
Company

Fixed rate instruments

Finance lease abilities 23. 7.76% (672) (77) (64) (237) (394) -
(672) (77) (64) (137) (394) -

Variable rate instruments
Cash and cash equivalents  14. 5.60% 3 3 - - - -
Borrowings 23. 5.75% (2,500) (2,000) (500) - - -
(1,497) (997) (500) - - -

Foreign currency risk

The Group is exposed to currency risk on monetary assets and liabilities held in a currency other than the respective
functional currency of the Group. The Group ensures the net exposure is kept to an acceptable level by buying or selling
foreign currencies at spot rates where necessary to address short-term imbalances.

Sensitivity analysis

In managing interest rate risk the Group aims to reduce the impact of short-term fluctuations on the Group’s earnings.
Over the longer term, however, permanent changes in interest rates will have an impact on profit.

At 31 December 2007 it is estimated that a general increase of one percentage point in interest rates would increase
the Group’s profit before income tax by approximately $1.6 million (2006: $0.5 million). Interest rate swaps have been
included in this calculation.

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

33. Operating lease commitments
Leases as lessee
Future minimum rental payments under the non-cancellable operating leases at 31 December are payable as follows:

Consolidated Company
2007 2006 2007 2006
$'000 $'000 $'000 $'000
Less than one year 5,081 4,010 - -
Between one and five years 18,466 15,337 - -
More than five years 10,100 15,053 - -
33,647 34,400 - —

The Group has entered into commercial property leases for its office accommodation. These leases have an average life
of between one month and 10 years.

The Group has no other capital or lease commitments.
34.. Contingencies

The Directors are of the opinion that provisions are not required in respect of these matters, as it is not probable that a
future sacrifice of consolidated benefits will be required or that the amount is not capable of reliable measurement.
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Notes to the financial statements continued

35. Related parties

The following were key management personnel of the Group at any time during the reporting period:

Executive Directors Executives
C Bell LM Bell*
A Provan AG Bell

HW Robertson*
Non-executive Directors PI Burrows*
C Coleman LA McFadyen*
G Cubbin D Davenport

* Directors until 25 September 2007

Key management personnel disclosures
Refer to section 8 of the Remuneration Report for details of remuneration to key management personnel.

Loans to key management personnel and their related parties
Details regarding loans outstanding at the reporting date to key management personnel and their related parties at any
time in the reporting period, are as follows:

Interest paid and

Balance Balance payable inthe  Highest balance
1January 31 December reporting period in period
2007 $ $ $ $
Directors
C Bell - 927,957 24,948 1,052,025
A Provan - - - -
C Coleman - 1,148,449 8,249 1,148,449
G Cubbin - - - -
Executives
LM Bell - 126,378 1,946 126,378
AG Bell 599,734 696,162 39,251 1,223,972
HW Robertson - 2,830,805 19,721 2,830,805
PI Burrows - - - -
LA McFadyen - - - _

D Davenport 77,713 299,098 9,184 299,098
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Interest paid and
Balance Balance payable inthe  Highest balance
1 January 31 December reporting period in period
2006 $ $ $ $

Directors

C Bell - - - -

A Provan - - - -

C Coleman - - — _

G Cubbin - - - -

Executives

LM Bell - - - -

AG Bell - 599,734 19,116 804,473

HW Robertson - - - -

Pl Burrows - - - -

LA McFadyen - - - -

D Davenport - 77,713 3,248 77,713

Loans totalling $6,028,849 (2006: $677,447) were made to key management personnel and their related parties during
the year. The recipients of these loans were Colin Bell, Andrew Bell, Lewis Bell, Craig Coleman, Hugh Robertson and
Dean Davenport. The loans represent margin loans held with Bell Potter Capital Limited. Interest is payable at

prevailing market rates.

Details regarding the aggregate of loans made, guaranteed or secured by any entity in the Group to key management
personnel and their related parties, and the number of individuals in each group, are as follows:

Interest paid and

Opening Closing payable in the Number

Balance Balance reporting period in group at

$'000 $'000 $'000 31 December

Total for key management personnel 2007 677 6,029 103 10

Total for key management personnel 2006 - 677 22 10

Total for other related parties 2007 - - - -

Total for other related parties 2006 - - - -
Total for key management personnel

and their related parties 2007 677 6,029 103 10
Total for key management personnel

and their related parties 2006 - 677 22 10

Interest is payable at prevailing market rates on all loans to key management persons and their related entities. These
rates are available to all clients and may vary marginally depending on individual negotiations. The principal amounts

are repayable per terms agreed on an individual basis. Interest received on the loans totalled $103,299 (2006: $22,364)
and is payable annually. No amounts have been written down or recorded as allowances, as the balances are considered
fully collectible.
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Notes to the financial statements continued

35. Related parties continued

Other key management personnel transactions

There are no transactions with key management persons or their related parties other than those that have been
disclosed in this report.

Movements in shares
The movement during the reporting period in the number of ordinary shares in Bell Financial Group Ltd held, directly,
indirectly or beneficially, by each Director and key management person, including their related parties, is as follows:

Held at Received Held at
12 December on exercise 31 December
2007 Purchases of options Sales 2007
Directors

CBell 31,880,023 - - - 31,880,023
A Provan 31,880,023 - - - 31,880,023
C Coleman 1,660,283 - - - 1,660,283
G Cubbin 130,000 - - - 130,000

Executives
LM Bell 31,314,862 151,540 - - 31,466,402
AG Bell 24,162,421 - - - 24,162,421
HW Robertson 6,660,270 - - - 6,660,270
PI Burrows 2,598,590 - - - 2,598,590
LA McFadyen 2,294,101 - - - 2,294,101
D Davenport 180,651 - - - 180,651

The number of shares held by Colin Bell, Alastair Provan, Lewis Bell and Andrew Bell includes those held indirectly
through Bell Group Holdings Limited (formerly Bell Commodities Limited).

Ultimate parent

Bell Group Holdings Limited (formerly Bell Commodities Limited) is the ultimate parent company of Bell Financial Group.
The outstanding amount owed by the ultimate parent entity is $559,676 at 31 December 2007 (2006: $21,527,431).
Interest receivable at 31 December 2007 was $nil (2006: $998,414) and was calculated at normal commercial rates.

All loans made to related entities of the ultimate parent entity have been repaid at 31 December 2007 (outstanding at
31 December 2006: $33,298). Interest receivable at 31 December 2007 was $nil (2006: $36,834) and was calculated
at normal commercial rates.
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Subsidiaries
The table below outlines loans made by the Company to wholly owned subsidiaries. All loans are interest free and
unsecured.

2007 2006
$000 $000

Subsidiary
Bell Potter Securities 36,206 20,729
Bell Potter Financial Planning 1 -
Bell Potter Investments 50 50
Bell Potter Capital 15,013 -
51,270 20,779

Parent

Bell Group Holdings - 3,088
51,270 23,867

The loans from the parent entity to Bell Potter Securities Limited and Bell Potter Capital Limited represent subordinated
loans that attract interest at 6.5%. This interest has been waived by the Company for Bell Potter Securities Limited.
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36. Group entities

Country of Ownership interest

incorporation 2007 2006
Parent entity
Bell Financial Group Ltd
Significant subsidiaries
Bell Potter Securities Limited Australia 100% 100%
Bell Potter Capital Limited Australia 100% -
BPC Custody Pty Ltd Australia 100% -
BPC Securities Pty Ltd Australia 100% -
Bell Potter Financial Planning Limited Australia 100% 100%
Bell Potter Investment Pty Ltd Australia 100% 100%
Bell First Pacific Limited Australia 100% 100%
CFP Management Pty Ltd Australia 100% 100%
Global U & | Management Pty Ltd Australia 100% -

In the financial statements of the Company investments in subsidiaries and investments in associates are accounted for

at cost. The Company has no jointly controlled entities.
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37. Subsequent events

Subsequent to 31 December 2007, Bell Financial Group Ltd signed a heads of agreement for the 100% acquisition of
Tricom Group. The acquisition is subject to a number of conditions including satisfactory completion of due diligence
prior to 7 March 2008. In addition, Mr Malcolm Spry was appointed as an independent Director on 8 January 2008.

There were no other significant events from 31 December 2007 to the date of this report.

38. Auditors’ remuneration

Consolidated Company
2007 2006 2007 2006

Audit services $ $ $ $
Auditors of the Company
KPMG Australia:

Audit and review of financial reports 311,000 120,000 110,000 10,000
Other auditors

Other audit services 9,000 - - -
Total remuneration for audit services 320,000 120,000 110,000 10,000
Audit related services
Auditors of the Company
KPMG Australia:

Other regulatory audit services 43,000 12,000 - -

Investigating accountant’s report 400,000 - - -

Other fees 9,000 - - -
Other auditors

Other audit services - - - -
Total remuneration for audit related 452,000 12,000 - -
Other services
Auditors of the Company
KPMG Australia

Other advisory services 25,000 - - -
Other auditors

Taxation services 30,000 24,000 - -

Other advisory services 54,000 18,000 - -
Total remuneration for non-audit services 109,000 42,000 - -

881,000 174,000 110,000 10,000
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Directors’ declaration

1 In the opinion of the Directors of Bell Financial Group Ltd (the Company):

(8) the financial statements and notes and the remuneration disclosures that are contained on pages 22 to 28
of the Remuneration Report in the Directors’ report, set out on pages 31 to 77, are in accordance with the
Corporations Act 2001, including:

(i) giving a true and fair view of the Company’s and the Group’s financial position as at 31 December 2007
and of their performance, for the financial year ended on that date; and

(ii) complying with Australian Accounting Standards (including the Australian Accounting Interpretations)
and the Corporations Regulations 2001,

(b) the financial report of the Group also complies with International Financial Reporting Standards as disclosed
in note 1(a)(i);

(c) the remuneration disclosures that are contained on pages 22 to 28 of the Remuneration Report in the
Directors’ report comply with Australian Accounting Standard AASB 124 Related Party Disclosures; and

(d) there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become
due and payable.

2 The Directors have been given the declarations required by Section 295A of the Corporations Act 2001 from the
Managing Director and Chief Financial Officer for the financial year ended 31 December 2007.

Signed in accordance with a resolution of the Directors:
Dated at Sydney this 27th day of February 2008.

Colin Bell
Executive Chairman
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Independent auditor’s report to the members of Bell Financial Group Ltd

Report on the financial report and AASB 124 remuneration disclosures contained in
the directors’ report

We have audited the accompanying financial report of Bell Financial Group Ltd (formerly Bell Potter
Group Pty Limited) (the Company), which comprises the balance sheets as at 31 December 2007, and
the income statements, statements of recognised income and expense and cash flow statements for
the year ended on that date, a summary of significant accounting policies and other explanatory notes
1 to 38 and the directors” declaration of the Group comprising the Company and the entities it
controlled at the year’s end or from time to time during the financial year.

As permitted by the Corporations Regulations 2001, the Company has disclosed information about
the remuneration of directors and executives (remuneration disclosures), required by Australian
Accounting Standard AASB 124 Related Party Disclosures, under the heading “remuneration report”
in the directors” report and not in the financial report. We have audited these remuneration
disclosures.

Directors’ responsibility for the financial report and the AASB 124 remuneration disclosures
contained in the directors’ report

The directors of the Company are responsible for the preparation and fair presentation of the financial
report in accordance with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Act 2001. This responsibility includes establishing and
maintaining internal control relevant to the preparation and fair presentation of the financial report
that is free from material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances. In note 1(a)(i), the directors also state, in accordance with Australian Accounting
Standard AASB 101 Presentation of Financial Statements, that the financial report of the Company
and Group, comprising the financial statements and notes, complies with International Financial
Reporting Standards.

The directors of the Company are also responsible for the remuneration disclosures contained in the
directors’ report.

Auditor's responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted
our audit in accordance with Australian Auditing Standards. These Auditing Standards require that
we comply with relevant ethical requirements relating to audit engagements and plan and perform the
audit to obtain reasonable assurance whether the financial report is free from material misstatement.
Our responsibility is also to express an opinion on the remuneration disclosures contained in the
directors’ report based on our audit.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial report and the remuneration disclosures contained in the directors’ report. The
procedures selected depend on the auditor’s judgement, including the assessment of the risks of
material misstatement of the financial report and the remuneration disclosures contained in the
directors’ report, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial
report and the remuneration disclosures contained in the directors’ report in order to design audit
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procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal controls. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of the financial report and the
remuneration disclosures contained in the directors’ report.

We performed the procedures to assess whether in all material respects the financial report presents
fairly, in accordance with the Corporations Act 2001 and Australian Accounting Standards (including
the Australian Accounting Interpretations), a view which is consistent with our understanding of the
Company's and the Group's financial position and of their performance and whether the
remuneration disclosures are in accordance with Australian Accounting Standard AASB 124.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Auditor’s opinion on the financial report

In our opinion:

(a) the financial report of Bell Financial Group Ltd is in accordance with the Corporations Act 2001,
including:

(i) giving a true and fair view of the Company’s and the Group’s financial position as
at 31 December 2007 and of their performance for the yearended on that date; and

(ii) complying with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Regulations 2001.

(b) the financial report of the Company and Group also complies with International Financial
Reporting Standards as disclosed in note 1(a)(i).

Auditor's opinion on AASB 124 remuneration disclosures contained in the directors’ report
In our opinion the remuneration disclosures that are contained in the directors’ report under the

heading “remuneration report” comply with Australian Accounting Standard AASB 124 Related
Party Disclosures.
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Partner

Melbourne
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Additional information required by the Australian Securities Exchange Limited Listing Rules and not disclosed elsewhere

in this report is set out below.

Shareholder information was applicable at 22 February 2008.
Voting rights

Ordinary shares

Refer to note 27 in the financial statements.

Options
There are no voting rights attached to the options.

Distribution of equity security holders

Number of equity security holders

Number Number % of total

Category of holders of shares shares issued
1-1,000 333 238,593 0.10
1,001-5,000 1,502 5,263,406 2.31
5,001-10,000 620 5,503,611 2.43
10,000-100,000 577 16,663,943 7.32
100,000 and over 75 199,960,970 87.84
3107 227,630,523 100.00

The number of shareholders holding less than a marketable parcel of ordinary shares is six.

Securities Exchange

The Company is listed on the Australian Securities Exchange. The Home exchange is Melbourne.

Other information

Bell Financial Group Ltd, incorporated and domiciled in Australia, is a publicly listed company limited by shares.

On-market buy-back

There is no current on-market buy-back.
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ASX Additional information (continued)

Twenty largest shareholders

Number of Percentage of

Name ordinary shares held capital held
Bell Group Holdings Limited 117,967,345 51.82
UBS Nominees Pty Ltd 42,232,044 18.55
Bungeeltap Pty Ltd 6,660,270 293
ANZ Nominees Limited 2,307,813 101
Mr Lionel McFadyen 2,294,101 101
HSBC Custody Nominees (Australia) Limited 1,855,000 0.81
Trabatu Pty Limited 1,687,481 0.74
Fatty Holdings Pty Ltd 1,621,019 0.71
Hawk Capital Pty Ltd 1,349,985 0.59
Mark Paterson & Suzanne Paterson 1,349,985 0.59
Fadmoor Pty Ltd 1,100,000 0.48
Katana Capital Limited 1,100,000 0.48
Bell Potter Nominees Ltd 933,000 0.41
Mr Peter Irving Burrows AO 911,109 0.40
Snowlove Pty Ltd 750,000 0.33
John William Murray 725,000 0.32
Interstate Investments Pty Ltd 695,000 0.31
AMP Life Limited 618,568 0.27
Mr Colin Bell 615,161 0.27
Mr Alastair Provan 615,161 0.27
187,388,042 82.32
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Substantial shareholdings
Number of shares % of issued capital

Bell Group Holdings Limited (BGH) 193,669,096 85.08%"*
Colin Bell 193,669,096 85.08% 24
Alastair Provan 193,669,096 85.08%2*
Lewis Bell 193,830,636 85.08% 3%
UBS AG, Australia Branch 42,232,044 18.55%

. BGH controls the Company by virtue of its 51.82% holding in the Company and has the relevant interests of the Company pursuant

to section 608(3) of the Corporations Act 2001 (Cth). The Company may have a relevant interest in those of its own ordinary shares
in respect to which it has the power to restrict disposal and sale pursuant to certain escrow arrangements disclosed in section 11.4
of BFG’s Prospectus lodged with ASIC and dated 2 November 2007.

. Registered holder of 615,161 shares.

3. Registered holder of 151,540 shares and joint registered holder of 10,000 shares.
4. BGH is the registered holder of 117,967,345 shares. Colin Bell, Alastair Provan and Lewis Bell are deemed to have BGH’s relevant interests

in these shares because each has voting power in BGH above 20% (pursuant to section 608(3) of the Corporations Act 2001 (Cth)).

The Company may have a relevant interest in those of its own ordinary shares in respect to which it has the power to restrict disposal and
sale pursuant to certain escrow arrangements disclosed in section 11.4 of BFG’s Prospectus lodged with ASIC and dated 2 November 2007.
Colin Bell, Alastair Provan and Lewis Bell are also deemed to have BGH'’s relevant interests in these shares (193,669,096) because each has
voting power in BGH above 20% (pursuant to section 608(3) of the Corporations Act 2001 (Cth)).

Voluntary restrictions

Details of the shares that are held in voluntary escrow are as follows:

Escrow terms Number of shares

Ordinary fully paid shares escrowed until 11 December 2008 193,430,051

Ordinary fully paid shares escrowed until 11 December 2010 128,500
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ABN
59 083 194 763

Bell Financial Group Ltd
Incorporated in Victoria on
30 June 1998

Directors
Colin Bell
Executive Chairman

Alastair Provan
Managing Director

Craig Coleman
Non-executive Director

Graham Cubbin
Non-executive Director

Malcolm Spry
Non-executive Director

Company Secretary
Paul Vine

Registered and head office
Level 29, 101 Collins Street
Melbourne, VIC, 3000

Share registry

Computershare Investor Services
Pty Limited

452 Johnston Street

Abbotsford VIC 3067
Telephone (03) 9415 5000

ASX code

BFG

Bell Financial Group Ltd

Shares are listed on the Australian
Securities Exchange

Banker
Australia and New Zealand Banking
Group

Auditor
KPMG

Website address
www.bellfg.com.au
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FSC

Product group from well-managed
forests, controlled sources and
recycled wood or fibre
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