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Chairman’s e Welcome to Foogwori:

The 2006 year has seen fulfilled the promise of the merger which created our new company.

FoodWorkshasbeenestablishedasanoutstandingcontemporaryretailingbrandwithmorethanthreehundredandfiftystoresnow
proudlyidentifiedinourstrikingcoloursanddesign.Thefinancialoutcomesexpectedfromthemergerarebeingdelivered. Thecompany
hasbeenrestructuredtoprovideamoretargetedandrelevantbusinessdevelopmentsupporttoourshareholdersintheirbusinesses.
Like for like sales growth in FoodWorks stores leads the industry. Much has been achieved.

Ratherthanbaskinthegloryofourrecentsuccess,ourretailshareholders,ourBoardofDirectorsandourstaffteamhavenotdrawn
breathbeforeembarkingonournextgreatendeavour.Theentrepreneurialspirit,willingnesstoworkforacommongoalandfierce
independenceofFoodWorksretailershasgeneratedanewandchallenginggoalforthecompany,whichwasemphaticallysupported
at our recent conference.

FoodWorkswillraiseapproximately$20millionincapitaltofundanambitiousgrowthstrategywhichwillsupporttherefurbishment,
expansionorestablishmentof150ormoreFoodWorksstoresoverthenextfewyears.Wewillbuildastrongretailsupportsystemfocused
primarilyongrowingtheprosperityofourretailers.Wewillrecruit,trainandplaceintoFoodWorksstoresanewgenerationofretailersto
help our foundation members to aggressively grow the FoodWorks brand and presence in the market.

FoodWorksisnotcontenttorestonits'laurelsbutwantstobecomethefastestgrowingfoodretailerinthe countrywiththemost
profitable retailers in the industry.

Our2006conferenceclearlyendorsedtheBoard’sgrowthstrategy.Ourretailshareholdersgavecleardirectionaboutthepreferenceto
raisecapitalinternally,thusretaining100%ownershipofthecompany.ThechallengefortheBoardandstaffteaminthe2007yearisto
detail the implementation plan, gain formal shareholder approval and then begin to realise the vision.

TheFoodWorksstoryhasbeenexcitingsofarbutthefuturepromisestobeevenmoreexhilaratingandrewardingforallofus.Onbehalf
oftheBoardandstaffteamIthankourshareholdersfortheircontinuingconfidenceinthecompanyandwealllookforwardtotaking
another major step forward as we strive to become a truly great company.

John Bridgfoot
CHAIRMAN
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TheAustraliansupermarketscenecontinuestoevolveataneverquickeningpace.FoodWorkshasachievedmuchinthepastyearto
consolidate, develop and implement our retail strategy.

Financial Performance

Thecompanydeliveredatradingperformance$0.733Mabovetheestimateinthepre-mergerOfferinformationStatementforthe
financialyear05/06.Incomeswereaheadofplansignificantly, reflectingsolidvolumethroughoutandstrongsupplierinvestmentin
theFoodWorksbusiness.Storerebrandingcostswereaboveplannedspend,consistentwiththerebrandingofanadditionalthirty
branded stores and a significant number of new FoodWorks members.

Rebates and indirect returns to members were up from $17.3M in 04/05 to $29.6M in 05/06 (73% of company income).

Financials Member Returns
m Income m Expenses M Trading Profit m Cost of Business m Indirect Return M Rebate
$40,000 $40,000
$35,000 $35,000
$30,000 $30,000
‘000s $25,000 ‘000s $25,000
$20,000 $20,000
$15,000 $15,000
$10,000 $10,000
$5,000 $5,000
S0 50
-$5,000
Financial Year 04 /05 05 /06 Financial Year 04 /05 05 /06
Store Performance Network Sales Growth
800 ™ FoodWorks 6.0%
6.0%
Increase Increase 4.0%
'04-'05t0 4.0% '04-'05to
'05-'06 '05 -'06 0
5 0% 2.0%
0.0% 0.0%
Key Performance Sales Customer Basket FoodWorks Coles  “Woolworths
Indicators Numbers Size

“Source: Analysts Reports for Coles and WO W figures

Store Sales Performance

Storessalesgrew6%onalikeforlikebasisacrossthenetwork.Itispleasingtonotethatourcustomercountgrew4.3%andbasketsize
grew 8% over the 05/06 financial year.
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Communication of Vision and Values

BoththeBoardandExecutiveManagementTeamspentsignificanttimefurtherdevelopingboththecompany‘svisionandvaluesand
communicating these across our retailer and support staff networks.

Strategy and Direction

TheBoardandExecutiveManagementTeamconductedastrategicreviewofthecompanyduringthepastyear.Thisprojectwasaimed
atassessingourcurrentperformanceinthemarketinthepostmergerconsolidationperiodandtofurtheridentifynextstepstofurther
positionthecompanyanditsshareholdersbusinessesforthelongterm,centredongrowth.The06/07financialyearwillseethisgrowth
strategy operationalised after appropriate shareholder signoff.

Finance

The focus of finance has been to provide timely and accurate financial and management reports, to best enable the Board and
managementtotake commerciallysounddecisions, whichinturnmaximisethedeliveryof memberservicesandrebatereturns
to shareholders.

Anindustryleadingrebateschemehasbeendeveloped,withwhichtorewardretailmembersinlinewiththeirsupportofthebusinesses
key drivers. This has resulted in a more equitable dissection of the returns to members, while rewarding growth.

Theyearhasalsoseenthewindingupofseveralobsoletesubsidiaries,whichsimplifiesthecompany’slegalreportingrequirements.

Information Technology

TheScanWorkssystemhasnowestablisheditselfasanessentialmanagementtoolfromwhichweretrievedetailedscandatafromover
280brandedsites.Thisdataprovidesvitalinformationforourcategoryandbusinessdevelopmentteamstoeffectivelymeasureand
monitor their progress. The in-store reporting to retailers has also proved invaluable.

ThereleaseofourConnect’telecommunicationsinitiativealsoprovedhighlysuccessful.Thispackageoffersmembersthebestavailable
dealsfromTelstraandtheCommonwealthBankforservicesincludingfixedandmobiletelephoneplans,telephonesystems,CBAEFTPOS.

National Brand Launch

Anew FoodWorksadvertisingcampaign comprising TV, radioand mobile billboards waslaunched, aseach mediaregion’s store
rebranding was completed during 2005; a National Launch across all regions took place in November.

Thecampaignprogramwaspresentedtomembersataseriesofmeetingsbasedonmediaregions,withenthusiasticresponsefromretailers.

ThelaunchcampaignmaterialsweredevelopedbyFoodWorksadvertisingagency-Smartandfeaturesfourtelevisioncommercials, two
radioadvertisementsandtwomobilebillboardsexecutions. Accompanyingmaterialsalsoincludesnewhandbilldesign,localpress
templates, point of sale tickets and new uniform wardrobe.
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Local Area Marketing

Throughourlocalareamarketingfunctionweaimtoprovideourretailmemberswiththetoolstotapintotheirlocalcommunities,
whileprovidingconsistencyofmessagebetweenournationaladvertisingplatformandlocalmarketingandadvertisinginitiatives.

Thisservicehasbeenassistedgreatlythisyearbytheappointmentofaninhousegraphicdesignfunctionwhichhasresultedingreater
output and cost savings for the business.

In-House Design Function
TheinhousedesignfunctionwasestablishedintheMelbournesupportofficeinJanuary2006.Thisfunctionhasenabledgreatercontrol,

consistencyandoutputofallFoodWorkscollateralmaterialsincludingnewsletters,brochures,localareamarketingmaterialsand
handbill design.

Merchandise
Asignificantinitiativeforthepastyearhasbeentheintroductionofkeybenchmarksforbothourbusinessandstoreperformance.

StorefinancialanalysisfortheEDGEprogramandweeklybusinessperformancereportingbystoreandstatehighlightingsales,basket
size and customer count have been established.

Inthepromotionsareawehavesuccessfullyamalgamatedprintanddistributionsuppliersensuringpricecompetitivityandhigherlevels
of service to the network.

Other undertakings have included the introduction of additional handbill versions to best suit store needs.

TheteamnegotiatedadditionalsupplierssupportfortheNovember2005brandlaunchandasuccessfulFly&BuyCompetitionin2006,
in addition to procuring a range of supplier exclusive deals for FoodWorks retailers.

Private Label
TheFoodWorks Private Label programisbuilding intoa major differentiatorfor FoodWorks stores. Therepositioning of Best Buy

to be equivalent or better than the national brands in their categories has also contributed to improved sales.

Best Buy bread and milk products were successfully launched creating the momentum to introduce another 32 products.
These include kool sticks, ice cream, frozen meals, fruit bars, toilet paper, bacon and spring water.

We continue to honour our commitment to source where ever possible the Best Buy products from local Australian producers.

Tobacco

Tobaccolink has continued to grow tobacco product salesin members’stores by an average of 7% over the past twelve months.
AllthreemajortobaccomanufacturerscontinuetoviewTobaccolinkasthemajorindependentgroupthatinfluencesthemarket
on the eastern seaboard.
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Liquor

Thenew,internalLiquorlinkpromotionalgroupwasformedinNovember2005representing65%oftheLiquorvolumeofthenetwork.
TheLiquorlinkprogramhasachievedimpressiveresultswitha9%YearonYear (YOY), LikeforLike (LFL) scanned salesversusNon
Liquorlinkgrowthof5%.Liquorlinkstoresonaverageincreased profitby2%whichgiventhecompetitivepricingisanexcellentresult.

Othernewinitiativeshasseentheintroductionofsalesmetricsintoweeklystorecommunicationspackagewhichoutlinesbestsellers,
deal specifics and pertinent industry information.

WehavealsobeenfirsttomarketwitharegularinclusionofliquorproductsonthefrontpageofhandbillsfortheLiquorlinkprogram,
which is driving aggressive market leading pricing program and differentiating the FoodWorks liquor offer from competitors.

Space Management

During the past year Space Planning completed Core Range“A Grade”planograms based on current ScanWorks grading data.
Theseplanogramsareanexcellentworkingtoolforallsizeretailers;ensuringstoresarecarryingthebasic’AGraderangeofproducts.

Space Management also completed Dairy, Frozen and Household cleaning range reviews.

EDGE Program

TheFoodWorksEDGEsuccessfulpilotprogramwaslaunchedtoprovidememberswiththetoolstodevelopandimprovetheirbusinesses.
Theoverridingobjectiveoftheprogramwastodevelopthebeststoresinthecountryandtofacilitatelongtermdevelopmentandgrowth
of the network.

Keycomponentsoftheprogramincludedbusinessperformancemeasurement,adherencetomerchandisingandpromotionalinitiatives,
customer service, store presentation standards and learning and development modules.

Business Development

DuringanotherbusyyeartheteamincreasedinsizedramaticallyduetothemergeroftheOperationalFieldteamintotheBusiness
Developmentstructure.Followinganextensiveselection&recruitmentprocessand6monthstrainingprogramme,thenew”Growth”
based field team are now engaging with the retailer shareholders to develop a store specific business plans.

TheplanningteamalsoconcludedthemarketPotential Assessmentsforall350+brandedstores;thiswasinadditiontoassessments
necessary to evaluation the 60+ potential new to industry sites currently under review

Insupportofthesechangeswehaveestablishedthenecessaryspecialistfunctionalitytoensuretheseopportunities,onceidentified,
are developed in the most cost-effective manner. These resources include Retail Design and Fit-out Project Management.

Inadditiontheteamnowhasadedicatednetworkdevelopmentteam,solelyfocusedandthesourcingandrecruitmentofnewquality
independentsupermarketstothegroup.Theyhavesuccessfullysecured49newtoFoodWorksstoresthisyear,with 110ofthosebeingnew
to industry locations.
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ScanWorks

TheScanWorksprogramhascontinuedtoevolveandwenowreceivedailyscandatafrom293retailmembersacross 7 backoffice
platformsthroughtheautomatedretrievalofscandatafromyourbackofficesystem.Thisrepresentsover$17Millioninweeklyretailsales.

Data obtained is utilised in a numerous key business areas:
+ League Ladders
+ ACNielsen
« Business Development
+ Best Buy
+ Scan Deal Rebates
+ Shelf Planning
« Category Management
« Promotion Analysis
« Vendor Business Plans
« EDGE Program

In addition to data retrieval we now have over 120 stores subscribed to the ScanWorks reporting module.
These stores are enjoying the many benefits which include:

+ Overlaying FoodWorks core range with sales
+ Benchmarking sales and gross profits by department with similar stores
« Easy to use grid reporting with graphical interface

« 2 years of history at product level

«Trends in customer counts and average basket size

« Promotion versus non promotion splits at department level
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(Linkstothe Company’swebsiteindicatedinthis statement will be foundinthe Governance section at www.foodworks.com.au.)

TheBoardhascontinuedtorefinetheCompany’scorporategovernancepracticesinthelatestreportingperiod,followingtheirsignificant
upgradingwhichtookplaceintheearlymonthsfollowingthemergerofthetwosupermarketgroupsinDecember2005.The 10Principles
of GoodCorporateGovernanceand28BestPracticeRecommendationsofthe ASXCorporateGovernance Council (ASXPrinciples)
continue to serve as a model in this process.

TheseASXPrinciplesareprimarilyintendedtoprovideguidanceforlistedcompanies.Nevertheless,apartfromsomeareaswhicharenot
relevanttounlistedentities,theyprovideagoodbasisforsoundgovernanceprinciplesincompaniessuchasours,andtheBoardhas
therefore followed the ASX Principles wherever practicable.

ThemaincorporategovernancepoliciesandpracticesoftheCompanyaresetoutinthestatementbelow.Weexpecttheywillevolvefurther
over coming months as operational structures continue to be refined.

Recognising the Interests of our Stakeholders

TheCompanyisveryawareofitsimportantrelationshipswithitsmanystakeholders—includingshareholders,employees,suppliersand
serviceproviders,customersofitsretailermembers,andthewidercommunitywhereitsmembersoperate. TheCompanyregardsits
governance responsibilities to each of these groups very seriously.

The latest year has been a very important one in the continuing development of relationships for our growing company.
There-brandingprojectprovidedsignificantopportunitiesforinteractionwitheachmember,serviceprovidersandothersasweestablished
newandenhancedstandardsofidentityandpresentationformembersandtheircustomers.Majornewcontractshavebeenbeddeddown
with important suppliers, all designed to improve value, efficiency and transparency.

Wehavecontinuedtokeepinclosecontactwithmembersinvariousways,regularlyseekingcommentandfeedbackonproposedinitiatives.
Thisishelpingtoshapebetteroutcomes.TheEDGEbusinessimprovementprogramisprovingtobeanimportantcommunicationslinkas
itembracesallbannerstores,providingbusinessandpersonneldevelopmenttoolstomembers.TheFoodWorksNewsletterhasalsobeen
an attractive means of keeping members informed of current events and developments.

Regionalmembermeetings,the FoodWorksannualconference (heldlastyearinFijiandthisyearat Coolum),whichisattended by
management, staffanddirectors, providegood opportunitiesformembersandotherstakeholderstoexchangeviewswithsenior
managementanddirectorsonawiderangeofissues.UpdatesonfutureCompanydirectionswerealsoprovidedattheannualconferencesin
FijiandCoolum.Theannualmeetingofmembers,tobeheldinOctoberisafurtheropportunityformemberstoaskquestionsoftheBoard,
andtoexpressviewsandvoteonthevariousmattersofbusinessontheagenda.TheAnnualReportisalsodistributedtoallmembers.

TheCompanyhasidentifiedinnumerouswayswiththecommunitiesinwhichitsmembersoperateandhasbeenafacilitatorinchanneling
communitysupportfordeservingcauses.TheCompanywelcomesopportunitiestoassistmembersintheirlocalcommunitiesinsupporting
charitable and worthwhile community based initiatives.

TheCompany'sinternetwebsiteatwww.FoodWorks.com.auisregularlyupdatedandprovidesarangeofinformationundertheGovern-
ance section of the Member’s Area.
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Board and Management Roles
TheBoardhasdeterminedthosematterswhicharereservedforitselfandhasdeterminedtheauthorityoftheChiefExecutiveOfficer(CEO).

In summary, the principal matters reserved for the Board include:

«  AppointmentoftheCEOandCompanySecretary,approvaloftheappointmentofExecutiveStaffupontherecommendationofthe
CEO recommendationsregardingappointmentandremovaloftheauditor,appointmentofdirectorstofillcasualBoardvacancies;

+ Delegations of authority to the CEQ;

« Membership and terms of reference of Board committees;

«  Assessment of performance of the Company, CEO and Board;

« Succession planning for the CEO and Board members;

«  Approval of remuneration and incentive policies and individual executive employment contracts;

- Dividend policy;

« Approval of the annual financial reports, accounting policies and the internal audit plan;

« Approval of any borrowings, and financial arrangements and policies;

« Approval of strategic objectives, the strategic plan and the business plan;

« Approval of proposals for major expansion or changes to the Company’s structure or relationships;
« Approval of the capital expenditure budget and major individual expense items and contracts; and
+ Risk management policies and risk assessment and insurance policies.

Refer to www.FoodWorks.com.au for the full Statement of Matters Reserved for the Board.

AcontractofengagementhasbeenenteredintowiththeCEQ, settingoutthetermsandconditionsofhisappointment.Inaddition,
the Company has entered into a Deed of Indemnity, Insurance and Access with each director.

Board Structure and Processes

TheconstitutionoftheCompany,approvedbymembers,setsoutthecompositionoftheBoardfortheinitialthreeyearsofthemerged
entity.DuringthisperiodtheCompanyshallhave 10Directors,fiveofwhom(the"AUG-nominatedDirectors”)shallhavebeenmembers
of AUGandnominatedbyAUGandfiveofwhom(the“FSG-nominatedDirectors”)shallhavebeennominatedbythe Companybefore
adoption by it of this constitution.

IfanAUG-nominatedDirector'sofficeisvacated,theDirectorsshallappointinthatDirector’splaceadirectornominatedbytheremaining
AUG-nominatedDirectors,andforthefirstsuchvacancyonly,anindependentDirectorshallbeappointed.lfaF SG-nominatedDirector’s
officeisvacated,theDirectorsshallappointinthatDirector’splaceadirectornominatedbytheremainingFSG-nominatedDirectors.

TheconstitutionoftheCompanydefinesanindependentDirectorasonewhoisregardedasindependentinaccordancewiththe ASX
Principles as they may exist from time to time.

HalfoftheDirectorsshallretireatthe2007annualgeneralmeetingoftheCompanyandtheotherhalfatthe2008annualgeneralmeeting,
but if eligible, any retiring Director may offer for re-election.

ThecurrentBoardcomprises2independentnon-executivedirectors,6retailernon-executivedirectorsandthe ChiefExecutive Officer,
followingtheresignationofBenRyanasaretailernon-executivedirectorlatein2005.TheBoardisgivingcarefulconsiderationtohis
replacement, having regard to the complimentary skill sets required in the Board overall, going forward.
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Duringthecourseofitsannualprogramofatleast11scheduledmeetings,theBoardreviewsandapprovestheStrategicPlanandFinancial
BudgetandsystematicallyreviewsallmaterialareasoftheCompany’sactivities,includingregularlyreceivingreportsandpresentations
from senior management. This annual program provides for evaluation of its own performance and that of directors.

Toassistintheexecutionofitsresponsibilities,theBoardhasappointedtwoBoardcommittees-an AuditandRiskCommitteeanda
RemunerationandNominationCommittee.Thesecommitteeshavewrittentermsofreference,whicharesubjecttoongoingreview.
MattersaddressedbyBoard CommitteesarereportedtotheBoardfollowingeachcommitteemeeting.Theyhavenoexecutivepowers
regarding their findings and recommendations. The Chairman of each Committee is an independent non-executive director.
Details of members and their attendance at committee meetings during the year are set out in the Directors’ Report.

Ethical and Responsible Decision Making

TheBoardhasadoptedasitsCodeofConduct,theCodeofConductoftheAustralianinstituteof CompanyDirectors.ThisCodesetsout
theconductthatmemberswouldreasonablyexpectfromtheirBoardofDirectors-includinghonestyandgoodfaith,careanddiligence,no
misuseorabuseoftheofficeofdirector,independentjudgement,confidentiality,andcompliancewiththeletterandspiritofthelawand
this Code. Refer to www.foodworks.com.au for the full Code of Conduct.

Audit & Risk Committee

TheAudit&RiskCommitteeisresponsibleforreviewingtheintegrityofthecompany’sfinancialreporting,assessingrisksarisingfromthe
operationsandtheadequacyofmeasurestakentomoderatethoserisks,andoverseeingtheindependenceoftheexternalauditors.
The terms of reference of the Audit & Risk Committee can be found at www.foodworks.com.au.

MembersoftheCommitteeareDonHowell(Chair),GaryAberdeen,JohnBridgfoot(exofficio), WaynePattison,MichaelReddropand
Michael Timothee. The Committee has met 11 times in the year to 30 June 2006.

Remuneration & Nomination Committee

Inrelationtotheremunerationaspectsofitsresponsibilities, theroleoftheRemuneration&NominationCommitteeistoassisttheBoard
infulfillingitsresponsibilitiesinrespectofestablishingappropriateremunerationlevelsandincentivepoliciesforemployeesandensuring
appropriate salary budgets are adopted by the Company. The terms of reference of the Committee regarding its remuneration
responsibilities can be found at www.foodworks.com.au.

Regardingthenominationaspectsofitsresponsibilities,theCommitteehashadregardtotheCompany’sconstitutionwhichsetsoutthe
Boardstructureforthefirstthreeyears.Itiscurrentlygivingactiveconsiderationtothepreferredskillsetofanewdirector,followingthe
resignation of a retailer non-executive director.

MembersoftheCommitteeareJackScanlan(Chair), JohnBridgfoot(exofficio),and DeborahSmith.TheCommitteehasmet4timesin
the year to 30 June 2006.

Financial Reporting

ThenatureoftheCompany’smembershipandsharesaresuchthattherulesapplicabletolistedpubliccompaniesregarding‘continuous
disclosure”(wherebyshare-price-sensitiveinformationisrequiredtobedisseminatedtothemarketimmediately)arenotrelevanttothe
Company.ForthisreasontheAustralianSecuritiesandInvestmentsCommissionhasexemptedtheCompanyfromcompliancewith
“continuous disclosure” and half yearly reporting obligations applicable to listed public companies.
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PreparationoftheCompany’sannualfinancialreportsareincompliancewithallrelevantcorporatelegislationandaccountingstandards.
Apre-conditionofconsiderationofthesereportsandtheirrecommendationbytheAudit&RiskCommitteeistheCommittee'sreviewof
astatementinwritingtotheBoardsignedbythe ChiefExecutive Officerand ChiefFinancial Officer.Thestatementcertifiesthatthe
Company’sfinancialreportspresentatrueandfairview,inallmaterialrespects,oftheCompany’sfinancialconditionandoperational
results and are in accordance with relevant accounting standards.

TheexternalauditorwillbeavailableattheannualmeetingofshareholdersinOctobertoanswerquestionsregardingtheconductofthe
audit,thepreparationoftheauditreport,questionsregardingaccountingpoliciesadoptedbytheCompanyinrelationtothepreparation
of the financial statements, and the independence of the auditor in relation to the conduct of the audit.

Risk Management

TheBoard,throughtheAudit&RiskCommittee,overseestheestablishment,implementationandongoingreviewoftheCompany’srisk
management and internal control system.

Duringtheyear,underthedirectionofthe Audit&RiskCommittee,theCompanyengagedindependentriskprofessionalstoconducta
comprehensiveriskanalysisandassessmentoftheCompany’sactivitiesandexposures.Thisresultedintheassessment,categorisation
andprioritisingofallidentifiedrisks,followingwhichtheyhavebeensystematicallyaddressed.Thisprocesshasalsoresultedinamore
comprehensive and effective insurance coverage program at lower cost.

Thedirectorspresenttheirreporttogetherwiththefinancialreportof Australian United RetailersLtd (“the Company”)and of the
consolidatedentity, beingthe Companyanditscontrolledentities, forthefinancial yearendedFriday, 30 June 2006 and auditors
report thereon. This financial report has been prepared in accordance with Australian Equivalents of International
Financial Reporting Standards.

Operating Results
The names of the directors in office at any time during or since the end of the financial year are:

J Bridgfoot

JScanlan

D Smith

P Noble

D Howell

M Timothee

G Aberdeen

W Pattison

M Reddrop

B Ryan (Resigned 27 October 2005)
Directors have been in office since the start of the financial year to the date of this report unless otherwise stated.

Results

The consolidated loss of the economic entity for the financial year after providing for income tax and eliminating outside
equity interests amounted to $2,707,882.

Items of significance included in this result are:

- Store rebranding costs incurred during the year of $5,005,431; and
- Income tax benefit recognised as a result of the consolidated loss recorded of $1,044,264.
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Review of Operations
The economic entity continued to engage in its principal activity, the results of which are disclosed in the
attached financial statements.

Significant Changes in State of Affairs

There were no significant changes in the economic entity’s state of affairs that occurred during the financial year,
other than those referred to elsewhere in this report.

Principal Activities
The principal activity of the economic entity during the financial year was the provision of marketing services to members.
No significant change in the nature of these activities occurred during the year.

After Balance Date Events

No matters or circumstances have arisen since the end of the financial year which significantly affected or may
significantly affect the operations of the economic entity, the results of those operations, or the state of affairs of
the economic entity in future financial years.

Likely Developments
The economic entity expects to maintain the present status and level of operations.

Environmental Issues
The economic entity’s operations are not regulated by any significant environmental regulation under a law of the
Commonwealth or of a State or Territory.

Dividends Paid, Recommended and Declared
Nodividendswerepaidordeclaredsincethestartofthefinancialyear.Norecommendationforpaymentofdividendshasbeenmade.

Disclosure Relief
ASIC have granted exemption from continuous disclosure obligations and the lodging of half yearly reports.

Information on Directors

J Bridgfoot - Non Executive Chairman

Qualifications - Exec. MB.A.;B.A.; MAL.CD.

Experience - Adirector of AUG Ltd (formerly Australian United Retailers Ltd) from 22 September
2001. Has been an independent storeowner and operator since 9 January 1999.

Special Responsibilities - Member of Audit & Risk Committee, Member of Nomination Committee

JScanlan - Independent Non Executive Director

Qualifications - BachelorofLaws(MelbourneUniversity)Barrister&Solicitorofthe SupremeCourtofVictoria
Barrister & Solicitor of the Federal Court of Australia

Experience - Adirector and chairman of AUR Ltd (formerly FoodWorks Supermarket

Group Ltd) since 22 May 1997, Jack was previously a Partner in the firm
Scanlan Carroll Commercial Lawyers (1969 - 2000) and since 2000 has been
the principal of Charles Consultancy Group Pty Ltd

Special Responsibilities - Chairman of Remuneration & Nomination Committee
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D Smith
Qualifications
Experience

Special Responsibilities

P Noble
Qualifications

Experience

Special Responsibilities
D Howell
Qualifications

Experience

Special Responsibilities
M Timothee

Qualifications
Experience

Special Responsibilities
G Aberdeen

Qualifications
Experience

Special Responsibilities
W Pattison
Qualifications
Experience

Special Responsibilities
M Reddrop
Qualifications

Experience

Special Responsibilities
B Ryan

Qualifications
Experience

Special Responsibilities

Ken Sleep
Special Responsibilities

Non Executive Director

Dip. Ed. M.A.l.C.D. Graduate Certificate Business Administration

A director of AUG Ltd since 4 October 2003, Debbie has been an independent storeowner
and operator since 1996.

Member of Remuneration & Nomination Committee

- Executive Director

Bachelor of Applied Science (Queensland University)

M.A.L.C.D.

A director of AUR Ltd since 19 August 2002, Peter has 25 years experience with Shell
Australia including 4 years as Managing Director of Shell SW Pacific.

Chief Executive Officer

Independent Non Executive Director

Certified Practising Accountant

M.A.LC.D.

Don has been an independent Non-Executive Director of AUR Ltd since 23 July 1997
and has held senior positions with Mattel Inc and Phillip Murphy Wines and Spirits.
Member of Audit & Risk Committee

Non Executive Director

M.A.L.C.D.

A director of AUG Ltd since 26 February 2003, Michael has been
an independent storeowner and operator since 1989.

Member of Audit & Risk Committee

Non Executive Director

M.A.L.C.D.

Gary was appointed a director of AUG Ltd on 22 August 2000. He currently
manages the Goondiwindi Co-op AUR Supermarket. Has held this position for
9 years and has been employed in retailing for 27 years.

Member of Audit & Risk Committee

Non Executive Director

M.A.L.C.D.

Wayne has been a director of AUG Pty Ltd since 4 October 2003 and he has 22 years
experience in the retail industry in Victoria and currently owns 2 stores. He has been
amemberofCheersLiquorGroupcommitteefor 18years,including 10yearsasitsChairman.
Member of Audit & Risk Committee

Non Executive Director

Bachelor of Business (Accounting) (Swinburne University of Technology) Associate of the
Institute of Chartered Accountants in Australia (ACA) M.A.L.C.D.

Michaelis the CEO of Reddrop Management Group. Michael has served on AUR Ltd’s Board
for the past five years and he operates a group of regional supermarkets and other retail
businesses located in North East Victoria. Michael spent more than 10 years as a Chartered
Accountant and Business Consultant with KPMG in both Australia and the USA.

Member of Audit & Risk Committee

Non Executive Director

Diploma in Management

Ben was appointed to AUR Ltd’s Board on 30 November 1998. The Ryan family currently
own and operate 5 Supermarkets and 3 stand-alone liquor outlets.

Ben has been involved in retailing since 1987.

Member of Remuneration Committee

Company Secretary
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Directors’ Report
(continued)

Australian United Retailers Ltd ABN 93 077 879 782 and controlled entities

Meetings of Directors

Committee Meetings
Directors” Meetings Audit & Risk Rumuneration &
Directors Committee Nomination Committee
Number Number Number Number Number Number
Eligible To Attended Eligible To Attended Eligible To Attended
Attend Attend Attend
J Bridgfoot 11 11 10 6 4 1
J Scanlan 11 11 - - 4 4
D Smith 11 11 - - 4 4
P Noble 11 11 - - - -
D Howell 11 9 10 8 - i
M Timothee 11 11 10 10 - -
G Aberdeen 11 11 10 10 - -
W Pattison 11 11 10 10 - -
M Reddrop 11 11 10 7 - -
B Ryan (Resigned 27 October 2005) 3 3 - - 2 2

Indemnification of Officers

ASIC have granted exemption from continuous disclosure obligations and the lodging of half yearly reports.
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Directors’ Report
(continued)

Australian United Retailers Ltd ABN 93 077 879 782 and controlled entities

Indemnification of Officers
Duringthefinancialyear, theeconomicentity enteredinto a Deed of Indemnity, Insurance and Access with each of its directors.

Apartfromthis,nootherindemnities have been given orinsurance premiums paid, during or since the end of the financial year,
for any person who is or has been an officer of the economic entity.

Auditor’s Independence Declaration
A copy of the auditor’s declaration under section 307Cin relation to the audit for the financial year is provided with this report.

Proceedings on behalf of the Company

NopersonhasappliedforleaveofCourttobringproceedingsonbehalfofthecompanyorinterveneinanyproceedingstowhichthe
company is a party for the purpose of taking responsibility on behalf of the company for all or any part of those proceedings.

The company was not a party to any such proceedings during the year.

Signed in accordance with a resolution of the Board of Directors:

Director
J Bridgfoot

Director
P Noble )m
_——

Dated this 22nd day of August 2006
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Auditor’s Independence
Declaration

Australian United Retailers Ltd ABN 93 077 879 782 and controlled entities

To the Directors of Australian United Retailers Ltd

InrelationtotheindependentauditfortheyearendedFriday,30June2006,tothebestofmyknowledgeandbelieftherehavebeen:

(i) No contraventions of the auditor independence requirements of the Corporations Act 2001.

(i) No contraventions of any applicable code of professional conduct.

PITCHER PARTNERS

] gt

G EWALSH

Partner Melbourne 12th September, 2006.
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Income Statement

For The Year Ended 30 June 2006

Australian United Retailers Ltd ABN 93 077 879 782 and controlled entities

Economic Entity

Note 2006
$ $
Revenue
Sales revenue 4 42,994,266 30,629,633
Other income 4 991,564 1,225,592
43,985,830 31,855,225
Distribution to members (17,032,461) (11,863,768

6,953,379) (4,579,134
8,191,752) (4,149,093
1,428,429) (401,823
4,673,611) (3,612,339

Merchandising expenses
Marketing expenses

Business development expenses
Administrative expenses

Retail operations expenses
Store rebranding costs

(
(
(
(
(
(

5,026,548) (2,106,876

)
)
)
)
)
3,303,144) (2,232,522)
)
)
)
)
)

Merger costs - (710,213

Other expenses (995,751) (1,100,158
(47,605,075) (30,755,926

Finance costs 5 (131,928) (131,051

Profit/(Loss) before income tax

expense (income tax benefit) (3,751,173) 968,248

Income tax benefit

(income tax expense) 6 1,043,291 (539,422)

Profit/(Loss) from continuing
operations (2,707,882) 428,826

The accompanying notes form part of these financial statements.

Parent Entity
2005 2006 2005
$ $

42,994,266 30,629,633
988,059 495,900
43,982,325 31,125,533
(17,032,461) (11,863,768)
(6,953,379) (4,579,134)
(8,191,752) (4,149,093)
(1,428,429) (401,823)
(4,673,611) (3,612,339)
(3,303,144) (2,232,522)
(5,026,548) (2,106,876)
- (710,213)
(995,491) (1,100,157)
(47,604,815) (30,755,925)
(131,928) (131,051)
(3,754,418) 238,557
1,044,264 (539,422)
(2,710,154) (300,865)
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Balance Sheet

as at 30 June 2006

Australian United Retailers Ltd ABN 93 077 879 782 and controlled entities

Economic Entity Parent Entity
Note 2006 2005 2006 2005
$ $ $ $
CURRENT ASSETS
Cash and cash equivalents 7 1,684,990 5,423,719 1,684,990 5,366,337
Trade receivables 8 14,711,745 15,696,100 14,710,641 15,504,516
Inventories 9 386,268 = 386,268 =
Other 10 323,162 212,308 323,059 41,536
TOTAL CURRENT ASSETS 17,106,165 21,332,127 17,104,958 20,912,389
NON-CURRENT ASSETS
Property, plant and equipment 11 1,156,083 401,127 1,156,083 401,127
Deferred tax assets 12 1,556,306 585,527 1,475,300 503,548
TOTAL NON-CURRENT ASSETS 2,712,389 986,654 2,631,383 904,675
TOTAL ASSETS 19,818,554 22,318,781 19,736,341 21,817,064
CURRENT LIABILITIES
Trade and other payables 13 17,741,124 18,375,771 18,390,974 18,603,845
Short term borrowings 14 1,753,353 10,692 1,753,353 10,692
Current tax liabilities 15 - 1,042,970 - 1,042,970
Provisions 16 1,041,776 952,546 1,041,776 952,546
TOTAL CURRENT LIABILITIES 20,536,253 20,381,979 21,186,103 20,610,053
NON-CURRENT LIABILITIES
Payables 13 1,042 1,033 1,042 1,033
Provisions 16 283,965 230,593 283,965 230,593
TOTAL NON-CURRENT LIABILITIES 285,007 231,626 285,007 231,626
TOTAL LIABILITIES 20,821,260 20,613,605 21,471,110 20,841,679
NET ASSETS (1,002,706) 1,705,176 (1,734,769) 975,385
EQUITY
Retained earnings/(accumulated
losses) 17 (1,002,806) 1,705,076 (1,734,769) 975,385
Parent entity interest (1,002,806) 1,705,076 (1,734,769) 975,385
Minority interest 100 100 = =
TOTAL EQUITY (1,002,706) 1,705,176 (1,734,769) 975,385

The accompanying notes form part of these financial statements.
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Statement of changes in equity

for the year ended 30 June 2006

Australian United Retailers Ltd ABN 93 077 879 782 and controlled entities

Economic Entity Parent Entity
Note 2006 2005 2006 2005
$ $ $ $
Total equity at the beginning of
the financial year 1,705,176 1,276,392 975,385 1,276,392
Profit for the year (2,707,882) 428,826 (2,710,154) (300,865)
Total recognised income and
expense for the year (2,707,882) 428,826 (2,710,154) (300,865)
Transactions with equity holders in
their capacity as equity holders:
Buy-back of shares, inclusive of
transaction costs - (142) - (142)
Changes in outside equity interest - 100 - -
- (42) > (142)
Total equity at the end of the
financial year (1,002,706) 1,705,176 (1,734,769) 975,385

The accompanying notes form part of these financial statements.
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Statement of Cash Flows

for the year ended 30 June 2006

Australian United Retailers Ltd ABN 93 077 879 782 and controlled entities

Economic Entity Parent Entity
Note 2006 2005 2006 2005
$ $ $ $
CASH FLOW FROM
OPERATING ACTIVITIES
Receipts from customers 49,131,982 20,843,718 48,989,328 20,252,294
Payments to suppliers and
employees (52,593,045) (16,497,969) (52,616,587) (16,362,847)
Interest received 189,284 156,242 161,829 156,242
Borrowing costs (95,944) (125,464) (95,944) (125,464)
Income tax paid (1,117,767) (170,772) (1,288,436) =
Net cash provided by/(used in)
operating activities 19 (b) (4,485,490) 4,205,755 (4,849,810) 3,920,225
CASH FLOW FROM
INVESTING ACTIVITIES
Proceeds from sale of property, plant
and equipment 18,452 8,000 18,452 8,000
Payment for property, plant and
equipment (978,263) (340,836) (978,263) (340,836)
Net cash used in investing activities (959,811) (332,836) (959,811) (332,836)
CASH FLOW FROM
FINANCING ACTIVITIES
Proceeds from share issue 9 891 9 891
Proceeds from borrowings 1,753,353 = 1,753,353 228,148
Repayment of borrowings (35,984) - (35,984) -
Drawdowns of related party loans = = 421,702 =
Hire purchase payments (10,806) (35,369) (10,806) (35,369)
Net cash provided by/(used in)
financing activities 1,706,572 (34,478) 2,128,274 193,670
Net increase/(decrease) in cash held (3,738,729) 3,838,441 (3,681,347) 3,781,059
Cash at beginning of financial year 5,423,719 1,585,278 5,366,337 1,585,278
Cash at end of financial year 19 (a) 1,684,990 5,423,719 1,684,990 5,366,337

The accompanying notes form part of these financial statements.
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Notes to the Financial Statements
for the year ended 30 June 2006

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The financial report is a general purpose financial report that has been prepared in accordance with Accounting
Standards, Urgent Issues Group Interpretations and other authoritative pronouncements of the Australian
Accounting Standards Board and the Corporations Act 2001.

The financial report covers Australian United Retailers Ltd as an individual parent entity and Australian United
Retailers Ltd and controlled entity as an economic entity. Australian United Retailers Ltd is a company limited by
shares, incorporated and domiciled in Australia.

This is the first financial report of the economic entity prepared in accordance with Australian Equivalents of
International Financial Reporting Standards (AIFRS). The financial reports of economic entity were prepared in
accordance with the previous Australian Generally Accepted Accounting Principles (AGAAP) until 30 June 2005.
There are certain differences between the accounting policies under AIFRS and AGAAP and where applicable the
comparative figures have been restated to reflect these adjustments. The significant accounting policies under
AIFRS are provided below. Reconciliations of equity and operating profit/loss between AGAAP and AIFRS are
provided under note 28.

The financial report has been prepared on an accruals basis and is based on historical costs. It does not take into
account changing money values or, except where stated, current valuations of non-current assets. Cost is based on
the fair value of the consideration given in exchange for assets.

The following is a summary of the material accounting policies adopted by the economic entity in the preparation
of the financial report. The accounting policies have been consistently applied, unless otherwise stated.

(a) Going Concern
The financial report has been prepared on a going concern basis, which contemplated continuity of normal business
activities and the realisation of assets and settlement of liabilities in the ordinary course of business. The economic
entity incurred a loss from ordinary activities of $2,707,882 during the year ended Friday, 30 June 2006, and as at
that date the economic entity’s total liabilities exceeded total assets by $1,002,706.

The directors consider the going concern basis of accounting is appropriate based on the following conditions

existing as at the date of the directors’ declaration:

1. continuing support is being provided by its bankers and creditors;

2. current ability to achieve budgeted revenue results; and

3. current negotiations with a number of parties with a view to them contributing the required additional working
capital to fund the ongoing trading operation of the Group.

Should all or any of the conditions outlined above not be achieved or maintained, the consolidated entity may in the
future not be able to pay its debts as and when they fall due and may therefore be required to realise assets and
extinguish liabilities other than in the ordinary course of business with the amounts realised being different from
those shown in the financial statement. The financial report does not include any adjustments relating to the
recoverability and classification of the recorded assets amounts nor to the amounts and classification of liabilities
that may be necessary should the company and the consolidated entity not continue as a going concern.
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Notes to the Financial Statements
for the year ended 30 June 2006

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b) Principles of Consolidations

()

The consolidated financial statements are those of the consolidated entity, comprising the financial statements of
the parent entity and of all entities which Australian United Retailers Ltd has the power to control the financial and
operating policies so as to obtain benefits from its activities. Details of the controlled entities are contained

in Note 22.

The financial statements of subsidiaries are prepared for the same reporting period as the parent entity, using
consistent accounting policies. Adjustments are made to bring into line any dissimilar accounting policies which
may exist. All inter-company balances and transactions, including any unrealised profits or losses have been
eliminated on consolidation. Subsidiaries are fully consolidated from the date on which control is transferred to the
Group. They are de-consolidated from the date that control ceases.

Minority interests in the result of subsidiaries are shown separately in the consolidated income statement and
balance sheet respectively.

Income Tax

Current income tax expense or revenue is the tax payable on the current period’s taxable income based on the
applicable income tax rate adjusted by changes in deferred tax assets and liabilities attributable to temporary
differences between the tax base of assets and liabilities and their carrying amounts in the financial statements, and
to unused tax losses.

A balance sheet approach is adopted under which deferred tax assets and liabilities are recognised for temporary
differences at the applicable tax rates when the assets are recovered or liabilities are settled. The relevant tax rates
are applied to the cumulative amounts of deductible and taxable temporary differences to measure the deferred tax
asset or liability. An exception is made for certain temporary differences arising from the initial recognition of an
asset or liability. No deferred tax asset or liability is recognised in relation to these temporary differences if they
arose in a transaction, other than a business combination, that at the time of the transaction did not affect either
accounting profit or taxable profit or loss.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is probable
that future taxable amounts will be available to utilise those temporary differences and losses.

Deferred tax liabilities and assets are not recognised for temporary differences between the carrying amount and
tax bases of investments in controlled entities where the parent entity is able to control the timing of the reversal of
the temporary differences and it is probable that the differences will not reverse in the foreseeable future.

Current and deferred tax balances attributable to amounts recognised directly in equity are also recognised
directly in equity.

(d) Finance Costs

Finance costs can include interest, amortisation of discounts or premiums relating to borrowings, ancillary costs
incurred in connection with arrangement of borrowings, foreign exchange losses net of hedged amounts on
borrowings, including trade creditors and lease finance charges.

Finance costs are expensed as incurred.
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Notes to the Financial Statements
for the year ended 30 June 2006

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(e) Impairment of assets
Assets with an indefinite useful life are not amortised but are tested annually for impairment in accordance with
AASB 136. Assets subject to annual depreciation or amortisation are reviewed for impairment whenever events or
circumstances arise that indicate that the carrying amount of the asset may be impaired. An impairment loss is
recognised where the carrying amount of the asset exceeds its recoverable amount. The recoverable amount of an
asset is defined as the higher of its fair value less costs to sell and value in use.

(f) Comparative Figures
Due to thefirst-time adoption of AIFRS, comparatives have been reclassified and repositioned through retrospective
application of AIFRS to the previous year results so as to achieve consistency with current year disclosure.

Contributions are made by the economic entity to an employee superannuation fund and are charged as
expenses when incurred.

(g) Revenue
Revenue from sale of goods is recognised upon the delivery of goods to customers.

Interest revenue is recognised when it becomes receivable on a proportional basis taking in to account the interest
rates applicable to the financial assets.

Revenue from the rendering of a service is recognised upon the delivery of the service to the customer.

Other revenue is recognised when the right to receive the revenue has been established.
All revenue is stated net of the amount of goods and services tax (GST).

(h) Inventories
Inventories are measured at the lower of cost and net realisable value. Costs incurred in bringing each product
to its present location and condition are accounted for as follows:
Merchandising signage - purchase cost on a first-in-first-out basis

(i) Plant and Equipment
Eachclassofproperty,plantandequipmentiscarriedatcostorfairvalueless,whereapplicable,anyaccumulateddepreciation.
Plant and equipment
Plant and equipment is measured on the cost basis.

Depreciation

The depreciable amount of all fixed assets are depreciated over their estimated useful lives to the company
commencing from the time the asset is held ready for use.

Leasehold improvements are depreciated over the shorter of either the unexpired period of the lease or the
estimated useful lives of the improvements.

The depreciation rates used for each class of assets are:

Class of fixed asset Depreciation rates Depreciation basis
Leasehold improvements 16.67 - 25 % Straight Line

Plant and equipment 125-33% Straight Line

Motor Vehicles 22.5 % Diminishing Value
Furniture, Fixtures and Fittings 7.5-20 % Straight Line
Computer Equipment 33.3% Diminishing Value

22



FoodWorks Annual Report 2006

Notes to the Financial Statements
for the year ended 30 June 2006

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
(j) Employee Benefits

Liabilities arising in respect of wages and salaries, annual leave, sick leave and any other employee benefits
expected to be settled within twelve months of the reporting date are measured at their nominal amounts based on
remuneration rates which are expected to be paid when the liability is settled. All other employee benefit liabilities
are measured at the present value of the estimated future cash outflow to be made in respect of services provided by
employees up to the reporting date.

Contributions made by the company to an employee superannuation fund are recognised as an expense as they
become payable. Prepaid contributions are recognised as an asset to the extent that a cash refund or a reduction in
the future payment is available.

(k) Financial Instruments
Classification
The company classifies its financial instruments in the following categories: financial assets at fair value through
profit and loss, loans and receivables, held-to-maturity investments, and available-for-sale financial assets. The
classification depends on the purpose for which the investments were acquired. Management determines the
classification of its investments at initial recognition and re-evaluates this designation at each reporting date.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. They are measured at fair value at inception and subsequently at amortised cost using the
effective interest rate method.

Non-interest bearing loans and receivables are designated as receivable ‘at call’and are therefore carried at face value.

Financial liabilities

Financial liabilities include trade payables, other creditors and loans from third parties including inter-company
balances and loans from or other amounts due to director-related entities.

Non-derivative financial liabilities are recognised at amortised cost, comprising original debt less principal
payments and amortisation.

Non-interest bearing loans and payables are payable on demand and are therefore carried at face value.

(I) Leases

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

The cost of improvements to or on leasehold property is capitalised, disclosed as leasehold improvements, and
amortised overthe unexpired period of the lease or the estimated useful lives of theimprovements, whicheveris shorter.

Operating Leases

Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor, are
charged as expenses in the periods in which they are incurred.
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Notes to the Financial Statements
for the year ended 30 June 2006

NOTE 2: CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements are based on past performance and management’s expectation for the future.

The group makes certain estimates and assumptions concerning the future, which, by definition will seldom represent
actual results. The estimates and assumptions that have a significant inherent risk in respect of estimates based on future
events which could have a material impact on the assets and liabilities in the next financial year are discussed below:
(a) Income taxes

Income tax benefits are based on the assumption that no adverse change will occur in the income tax legislation and
the anticipation that the group will derive sufficient future assessable income to enable the benefit to be realised

and comply with the conditions of deductibility imposed by the law.

(b) Employee benefits

Calculation of long term employment benefits requires estimation of the retention of staff, future remuneration

levels and timing of the settlement of the benefits. The estimates are based on historical trends..

NOTE 3: FINANCIAL RISK MANAGEMENT

The group’s financial instruments consist mainly of deposits with banks, accounts receivable and payable and loans
to and from subsidiaries. The main purpose of non-derivative financial instruments is to raise finance for group operations.

The group does not have any derivative instruments.

Financial risks
The main risks the group is expose to through its financial instruments are interest rate risk, liquidity risk and credit risk.

Interest rate risk
Cash deposits and interest bearing debt attract interest at the prevailing floating interest rate. See Note 27.

Foreign currency risk
The group is not exposed to any material fluctuations in foreign currencies.

Liquidity risk

The group manages liquidity risk by forecasting and monitoring cash flows on a continuing basis.

Credit risk

The maximum exposure to credit risk at balance date to recognised financial assets, is the carrying amount, net of

any provisions for impairment of those assets, as disclosed in the balance sheet and notes to the financial statements.

The economic entity does not have any material credit risk exposure to any single receivable or group of
receivables under financial instruments entered into by the economic entity.
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Notes to the Financial Statements

for the year ended 30 June 2006

Australian United Retailers Ltd ABN 93 077 879 782 and controlled entities

Economic Entity Parent Entity
Note 2006 2005 2006 2005
$ $ $ $
NOTE 4: REVENUE
Operating activities
- sale of goods 42,994,266 30,629,633 42,994,266 30,629,633
- interest 4(a) 189,284 161,829 185,924 161,829
- rent 22,800 13,344 22,800 13,344
- other revenue 779,480 1,050,419 779,335 320,727
Total Revenue 43,985,830 31,855,225 43,982,325 31,125,533

(a) Interest from:
- other persons 189,284 161,829 185,924 161,829
189,284 161,829 185,924 161,829
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Notes to the Financial Statements

for the year ended 30 June 2006

Australian United Retailers Ltd ABN 93 077 879 782 and controlled entities

Economic Entity Parent Entity
Note 2006 2005 2006 2005
$ $ $ $
NOTE 5: PROFIT/(LOSS) FROM CONTINUING ACTIVITIES
Profit/(loss) from continuing
operations before income tax has
been determined after the following
specific expenses:
Employee benefits expense
Wages and salaries 7,142,246 5,119,497 7,142,246 5,119,497
Superannuation costs 563,570 605,600 563,570 563,570
Total employee benefits expense 7,735,233 5,759,689 7,735,233 5,712,484
Finance costs expensed
Other parties 130,986 129,830 130,986 129,830
Hire purchase charges 942 1,221 942 1,221
Total finance costs expensed 131,928 131,051 131,928 131,051
Depreciation of non-current assets
Leasehold improvements 48,031 11,843 48,031 11,843
Plant and equipment 10,288 5,949 10,288 5,949
Motor vehicles 3,357 7,097 3,357 7,097
Office Equipment 124,273 94,314 124,273 94,314
Furniture, fixtures and fittings 6,205 5416 6,205 5,416
Total depreciation of non-current assets 192,154 124,619 192,154 124,619
Amortisation of non-current assets:
capitalised leased assets - 30,980 > 30,980
Total amortisation of non-current assets - 30,980 > 30,980
Other expenses
Bad Debts - 23,173 - 23,173
Doubtful Debts 63,995 66,827 63,995 66,827
Net loss on disposal of property,
plant and equipment 12,701 20,469 12,701 20,469

76,696 110,469 76,696 110,469
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Notes to the Financial Statements

for the year ended 30 June 2006

Australian United Retailers Ltd ABN 93 077 879 782 and controlled entities

Economic Entity Parent Entity
Note 2006 2005 2006 2005
$ $ $ $
NOTE 6: INCOME TAX EXPENSE
Income tax expense/(benefit):
Current tax - 584,562 - 584,562
Deferred tax (970,779) (229,766) (971,752) (229,766)
Under provision in prior years (72,512) 184,626 (72,512) 184,626
(1,043,291) 539,422 (1,044,264) 539,422
Deferred income tax
(revenue)/expense included in
income tax expense comprises:
Increase in deferred tax assets (970,779) (229,766) (971,752) (229,766)
(970,779) (229,766) (971,752) (229,766)
The prima facie tax payable on profit
before income tax is reconciled to
the income tax expense as follows:
Prima facie income tax payable on
profit before income tax at 30%
(2005 - 30%) (1,125,352) 290,474 (1,126,325) 71,567
Add:
Tax effect of:
- non deductible merger expenses - 56,922 - 56,922
- non deductible rebranding costs - 226,307 - 226,307
- correction of opening deferred tax
balances 154,423 - 154,423 -
- other non-allowable items 150 - 150 -
Under provision for income tax in
prior year - 458,408 - 458,408
(970,779) 1,032,111 (971,752) 813,204
Less:
Tax effect of:
- non-taxable gain on acquisition of
subsidiary - 218,907 - -
- correction of opening deferred tax
balances - 273,782 - 273,782
Over provision for income tax in
prior year 72,512 - 72,512 -

Income tax expense attributable to

profit/(loss) (1,043,291) 539,422 (1,044,264) 539,422
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Notes to the Financial Statements

for the year ended 30 June 2006

Australian United Retailers Ltd ABN 93 077 879 782 and controlled entities

Economic Entity Parent Entity
Note 2006 2005 2006 2005
$ $ $ $
NOTE 7: CASH AND CASH EQUIVALENTS
Cash on hand 2,600 2,591 2,600 2,591
Cash at bank 1,681,562 1,590,802 1,681,562 1,533,420
Cash on deposit 828 3,830,326 828 3,830,326
1,684,990 5,423,719 1,684,990 5,366,337
NOTE 8: RECEIVABLES
CURRENT
Trade debtors 13,798,544 14,710,372 13,798,544 14,574,021
Provision for doubtful trade debtors (210,000) (146,005) (210,000) (146,005)
13,588,544 14,564,367 13,588,544 14,428,016
Sundry debtors and accrued income 1,123,101 1,131,633 1,122,097 1,076,500
Loans to 4 Square 100 100 - -
14,711,745 15,696,100 14,710,641 15,504,516
NOTE 9: INVENTORIES
CURRENT
Merchandising signage at cost 386,268 - 386,268 -
NOTE 10: OTHER ASSETS
CURRENT
Prepayments 5,081 41,536 5,081 41,536
Income tax refundable 318,081 170,772 317,978 -
323,162 212,308 323,059 41,536

323,162 212,308 323,059 41,536
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Notes to the Financial Statements

for the year ended 30 June 2006

Australian United Retailers Ltd ABN 93 077 879 782 and controlled entities

Economic Entity Parent Entity
Note 2006 2005 2006 2005
$ $ $ $

NOTE 11: PROPERTY, PLANT AND EQUIPMENT

Leasehold Improvements

At cost 825,433 45,774 825,433 45,774
Less accumulated depreciation

(75,879) (35,224) (75,879) (35,224)
749,554 10,550 749,554 10,550
Plant and Equipment
Plant and equipment
At cost 80,795 64,665 80,795 64,665
Less accumulated depreciation (16,194) (5,949) (16,194) (5,949)
64,601 58,716 64,601 58,716
Leased plant and equipment
Capitalised lease assets at cost - 35,561 - 35,561
Less accumulated depreciation - (30,979) - (30,979)
- 4,582 - 4,582
Motor vehicles
At cost 11,997 52,541 11,997 52,541
Less accumulated depreciation (1,213) (28,098) (1,213) (28,098)
10,784 24,443 10,784 24,443
Computer equipment
At cost 523,569 388,136 523,569 388,136
Less accumulated depreciation (233,389) (121,856) (233,389) (121,856)
290,180 266,280 290,180 266,280
Furniture, fixtures and fittings
At cost 76,253 65,640 76,253 65,640
Less accumulated depreciation (35,289) (29,084) (35,289) (29,084)
40,964 36,556 40,964 36,556
Total plant and equipment 406,529 390,577 406,529 390,577

Total property, plant and equipment 1,156,083 401,127 1,156,083 401,127




FoodWorks Annual Report 2006

Notes to the Financial Statements

for the year ended 30 June 2006

Australian United Retailers Ltd ABN 93 077 879 782 and controlled entities

NOTE 11: PLANT AND EQUIPMENT (Continued)
(a) Movements in Carrying Amounts

Movement in the carrying amounts for each class of property, plant and equipment between the beginning
and the end of the year.

Leasehold improvements Plant & equipment

Economic Parent Economic Parent
Entity Entity Entity Entity
$ $ $ $
2006
Balance at the beginning of the year 10,550 10,550 58,716 58,716
Additions 784,793 784,793 16,336 16,336
Disposals (2,340) (2,340) (162) (162)
Transfers 4,582 4,582 - -
Depreciation expense (48,031) (48,031) (10,289) (10,289)
Carrying amount at end of year 749,554 749,554 64,601 64,601
2005
Balance at the beginning of the year 19,952 19,952 - -
Additions 2,240 2,240 64,665 64,665
Depreciation expense (11,844) (11,844) (5,949) (5,949)
Carrying amount at the end of the year 10,550 10,550 58,716 58,716

Leased plant and equipment Motor vehicles

Economic Parent Economic Parent
Entity Entity Entity Entity
S $ S $
2006
Balance at the beginning of the year 4,582 4,582 24,443 24,443
Additions - - 11,997 11,997
Disposals - - (22,299) (22,299)
Transfers (4,582) (4,582) - -
Depreciation expense - - (3,357) (3,357)
Carrying amount at the end of the year - - 10,784 10,784
2005
Balance at the beginning of the year - - 43,103 43,103
Additions 35,561 35,561 - -
Disposals - - (11,563) (11,563)
Depreciation expense (30,978) (30,978) (7,097) (7,097)
Carrying amount at the end of the year 4,582 4,582 24,443 24,443
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NOTE 11: PLANT AND EQUIPMENT (Continued)

Furniture, fixtures & fittings Computer equipment

Economic Parent Economic Parent
Entity Entity Entity Entity
$ $ $ $

2006
Balance at the beginning of the year 36,556 36,556 266,280 266,280
Additions 10,613 10,613 154,526 154,526
Disposals = = (6,353) (6,353)
Depreciation expense (6,205) (6,205) (124,273) (124,273)
Carrying amount at the end of the year 40,964 40,964 290,180 290,180
2005
Balance at the beginning of the year 22,363 22,363 108,870 108,870
Additions 19,609 19,609 263,006 263,006
Disposals - - (17,178) (17,178)
Depreciation expense (5,416) (5/416) (94,314) (94,314)
Carrying amount at the end of the year 36,556 36,556 266,280 266,280
NOTE 12: DEFERRED TAX ASSETS
The balance comprises temporary
differences attributable to:
- Tax losses carried forward 774,919 70,458 698,523 =
- Doubtful debts 63,000 43,802 63,000 43,802
- Employee benefits 397,722 354,942 397,722 354,942
- Non deductible accruals 320,665 116,325 316,055 104,804

1,556,306 585,527 1,475,300 503,548
Movement in deferred tax assets:
Balance at the beginning of the year 585,527 355,761 503,548 273,782
Credited/(charged) to the income
statement 970,779 229,766 971,752 229,766
Balance at the end of the year 1,556,306 585,527 1,475,300 503,548
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Economic Entity Parent Entity
Note 2006 2005 2006 2005
$ $ $ $
NOTE 13: PAYABLES
CURRENT
Unsecured liabilities
Trade creditors 14,579,153 13,657,898 14,579,153 13,657,898
Sundry creditors and accruals 3,161,971 4,717,873 3,161,971 4,717,799
Loans from associates
AUG Ltd - - 649,850 228,148
17,741,124 18,375,771 18,390,974 18,603,845
NON-CURRENT
Secured liabilities
Redeemable preference shares
comprising:
- Class A Redeemable Preference Shares 688 695 688 695
- Class B Redeemable Preference Shares 354 338 354 338
1,042 1,033 1,042 1,033
NOTE 14: BORROWINGS
CURRENT
Secured liabilities
Short term bank facility 753,353 - 753,353 =
Bank loans 1,000,000 - 1,000,000 -
Hire purchase liability 24 - 10,692 - 10,692
1,753,353 10,692 1,753,353 10,692

(a) Items held as security:

- First Registered Mortgage Debenture over the whole of the assets including goodwill and uncalled capital and
called but unpaid capital of Australian United Retailers Limited, with relevant insurance assigned to the Bank.

- Guarantee & Indemnity for $3,283,000 given by Australian United Grocers Pty Ltd.

- First Registered Mortgage Debenture over the whole of the assets including goodwill and uncalled capital and
called but unpaid capital of Australian United Grocers Limited, with relevant insurance assigned to the Bank.

- Lease purchase agreements.
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Economic Entity Parent Entity
Note 2006 2005 2006 2005
$ $ $ $

NOTE 15: TAX LIABILITIES
CURRENT
Income tax = 1,042,970 = 1,042,970
NOTE 16: PROVISIONS
CURRENT
Employee benefits (a) 1,041,776 952,546 1,041,776 952,546

1,041,776 952,546 1,041,776 952,546
NON-CURRENT
Employee benefits (a) 283,965 230,593 283,965 230,593

283,965 230,593 283,965 230,593

(a) Aggregate employee benefits
liability 1,325,741 1,183,139 1,325,741 1,183,139
NOTE 17: RETAINED PROFITS
Retained profits at the beginning of
the financial year 1,705,076 1,276,250 975,385 1,276,250
Net profit/(loss) attributable to
members of the entity (2,707,882) 428,826 (2,710,154) (300,865)
Retained profits/(accumulated
losses) at the end of the financial year (1,002,806) 1,705,076 (1,734,769) 975,385

NOTE 18: OUTSIDE EQUITY INTERESTS IN CONTROLLED ENTITIES

Outside equity interest comprises:

Contributed equity (a) 100 100 - -
(a) Outside equity interest in issued and

paid-up capital of controlled entities

AUR Marketing Pty Ltd 100 100 = =
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Economic Entity Parent Entity
Note 2006 2005 2006 m
$ $ $ $

NOTE 19: CASH FLOW INFORMATION
(a) Reconciliation of cash
Forthe purposes ofthe statementof cash flows, cash includes cashon hand and at call deposits with banks orfinancialinstitutions,

investments in money market instruments maturing within less than two months and net of bank overdrafts.

Cashattheendofthefinancialyearasshowninthestatementsofcashflowsisreconciledtotherelateditemsinthestatementoffinancial
position as follows:

Cash on hand 2,600 2,591 2,600 2,591

Cash at bank 1,681,562 1,590,802 1,681,562 1,533,420

At call deposits with financial

institutions 828 3,830,326 828 3,830,326
1,684,990 5,423,719 1,684,990 5,366,337

(b) Reconciliation of cash flow from operations with profit from ordinary activities after income tax

Profit/(loss) from ordinary activities

after income tax (2,707,882) 428,826 (2,710,154) (300,865)
Non-cash flows in profit from ordinary activities
Depreciation and amortisation 192,154 155,598 192,154 155,598
Doubtful Debts - subsidiaries 63,995 66,827 63,995 66,827
Write-off of capitalised expenditure - 193,227 - -
Loss on disposal of property, plant
and equipment 12,701 20,469 12,701 20,469
Repayment of bank borrowings 35,984 - 35,984 =
Movement in income taxes payable (1,190,279) 872,198 (1,360,948) 1,042,970
Movement in deferred taxes payable (970,779) (503,548) (971,752) (503,548)
Interest expense not actually paid 114 1,887 114 1,887

Changes in assets and liabilities

(Increase)/decrease in receivables 911,828 (12,715,487) 775,477 (12,579,136)
(Increase)/decrease in other assets 44,987 (976,052) (9,142) (645,713)
Increase in inventories (386,268) - (386,268) -
Increase/(decrease) in payables (634,647) 16,038,269 (634,573) 16,038,195
Increase in provisions 142,602 623,541 142,602 623,541

Cash flows from operations (4,485,490) 4,205,755 (4,849,810) 3,920,225
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Economic Entity
Note 2006
$ $
NOTE 19: CASH FLOW INFORMATION (Continued)

(c) Credit Standby Arrangements with Banks

Credit facility 15,283,000 16,000,000
Amount utilised (1,753,353) -
Unused credit facility 13,529,647 16,000,000

Parent Entity

The major facilities are summarised as follows:

Direct Payment Facility
$12,000,000 variable interest rate facility provided
by the National Australia Bank.

Commercial Bill Facility
$2,000,000 variable interest rate facility provided
by the National Australia Bank.

Market Rate Facility
$800,000 variable interest rate facility provided
by the National Australia Bank.

Business Card Facility

$250,000 variable interest rate facility provided
by the National Australia Bank

Bank Guarantee

$233,000 facility provided

by the National Australia Bank

NOTE 20: AUDITOR’S REMUNERATION

Amounts received or due and receivable

by Pitcher Partners for:
- audit services 38,000 55,000
- other financial services 18,820 84,650

56,820 139,650

2005 2006 Y5

$ $

15,283,000 16,000,000

(1,753,353) =

13,529,647 16,000,000
38,000 55,000
18,820 84,650
56,820 139,650
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NOTE 21: CONTROLLED ENTITIES

(a) Controlled entities

Country of Incorporation Percentage Owned (%)
2006 2005

Parent Entity:
Australian United Retailers Ltd Australia
Subsidiaries of Australian United
Retailers Ltd:
Australian United Grocers Pty Ltd
(formerly Australian United Grocers Ltd) Australia 100 100
AUR Services Pty Ltd Australia 100 100
Best-Buy Products Pty Ltd Australia 100 100
AUR Marketing Pty Ltd Australia 67 67

NOTE 22: CONTROLLED ENTITIES

(b) Summary of acquisition

There were no acquisitions made by the group during the current financial year.
The following relates to the acquisition made in the previous financial year:

On28November2004,AustralianUnitedRetailersLimitedacquiredoneB-classsharerepresenting50%-+1ofthevotingrightsofAustralian
UnitedGrocersLimited,anunlistedpubliccompanybasedinAustraliaspecialisingintheprovisionofmarketingservicestoitsmembers.
SincethemergerAUGhascontributedanestimatedadditional$12,833,946inrevenuesand$1,136,647innetprofitfortheyearended
30June2005.HadAUGbeenacquiredatthebeginningofthe30June2005financialyearthegroupwouldhavegeneratedanestimated
$9,167,104inadditionalrevenuesand$811,891inadditionalnetprofit AsSAUGLtdreceivednoconsiderationforthepurchasefromAURLtd,
thediscountonacquisitionequaltothefairvalueoftheassetshasbeenrecognisedasincomeintheperiodinwhichtheacquisitionoccured.

Details of the fair value of the assets and liabilities acquired and goodwill are as follows:
Purchase consideration:

Cash paid -
Total purchase consideration S
Fair value of net identifiable assets acquired 732,025
Discount on acquisition 732,025
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NOTE 22: CONTROLLED ENTITIES (continued)

(c) Assets and liabilities acquired

The assets and liabilities arising from the acquisition are as follows: Acquiree’s carryingiie
amount
$ $
Cash 2,329,894 2,329,894
Trade receivables 13,828,973 13,828,973
Other financial assets 1,208 1,208
Other assets 7,185 7,185
Plant and equipment 193,935 193,935
Deferred tax asset 81,979 81,979
Investments 215,167 215,167
Trade payables (15,700,560) (15,700,560)
Provision for employee benefits (439,312) (439,312)
Current tax liabilities 213,556 213,556
Net assets 732,025 732,025
Net identifiable assets acquired 732,025
Economic Entity Parent Entity
Note 2006 2005 2006 m
$ $ $ $

NOTE 23: CAPITAL AND LEASING COMMITMENTS

(a) Hire purchase commitments

Payable
- not later than one year = 10,806 = 10,806
Minimum hire purchase payments = 10,806 = 10,806
Less future finance charges - (114) - (114)
Total hire purchase liability = 10,692 = 10,692
Represented by:
Current liability 14 = 10,692 = 10,692
- 10,692 - 10,692
(b) Operating lease commitments
Non-cancellable operating leases
contracted for but not capitalised in
the financial statements:
Payable
- not later than one year 868,895 738,384 868,895 738,384
- later than one year and not later
than five years 1,967,532 405,114 1,967,532 405,114
- later than five years 273,978 318,888 273,978 318,888
3,110,405 1,462,386 3,110,405 1,462,386
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NOTE 24: CAPITAL AND LEASING COMMITMENTS (continued)

The first Victorian property lease is a non-cancellable lease with a six year term, with rent payable a month in
advance. Contingent rental provisions within the lease agreement require the minimum lease payments shall be
increased by 3.25% per annum. Market rent valuations may also be undertaken after four years.

The second Victorian property lease is a non-cancellable lease with a six year term, with rent payable a month
in advance. Contingent rental provisions within the lease agreement require the minimum lease payments shall
be increased by 3.25% per annum. Market rent valuations may also be undertaken after four years.

The third Victorian property lease is a non-cancellable lease with a four year term, with rent payable a month

in advance. Contingent rental provisions within the lease agreement require the minimum lease payments shall
be increased by 3% per annum. An option exists to renew the lease at the end of the four year term for an
additional term of four years.

The fourth Victorian property lease is a non-cancellable lease with a 17 month term, with rent payable a month
in advance. Contingent rental provisions within the lease agreement require the minimum lease payments shall
be increased by the higher of CPI or 4% per annum.

The Queensland property lease is a non-cancellable lease with a ten year term, with rent payable a month in
advance. Contingent rental provisions within the lease agreement require the minimum lease payments shall be
increased by the higher of CPI (capped at 7%) or 2% per annum. Market rent valuations may also be

undertaken every three years. An option exists to renew the lease at the end of the ten year term for an
additional term of five years.

Non-property operating leases have an average lease term of 5 years. Assets that are the subject of operating
leases include motor vehicles and items of small machinery and office equipment.
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NOTE 25: RELATED PARTY TRANSACTIONS

(a) Loans to and from directors and director related entities

There were no outstanding loans to and from directors and director related entities at 30 June 2006 (2005: $nil).
(b) Other transactions with directors and director related entities

Directors or director related entities who hold Australian United Retailers Ltd shares as store members enter into
transactions with the company and may have outstanding balances at year end. The directors involved are:

Ben Ryan

Michael Reddrop
Wayne Pattison
Michael Timothee
Gary Aberdeen
Deborah Smith
John Bridgfoot

These transactions are on the same terms and conditions as transactions with other members. The aggregate amount
of banner support fees received or receivable and included in the result for the year are $468,191 (2005: $623,505).
The aggregate amount of rebates paid or payable and included in the result for the year is $1,303,609 (2005:
$1,853,970).

Director Michael Reddrop and former director Alex Ng are directors of an entity which controls an investment in a
Trust. This Trust has five FoodWorks supermarkets as assets. Director related entities associated with the following
directors have subscribed for units in the investment trust:

Michael Reddrop
Alex Ng
Peter Noble
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NOTE 25: RELATED PARTY TRANSACTIONS (Continued)
(c) Directors’ Shareholdings

Aggregate number of shares held at 30 June 2006:

“A” Class redeemable non-cumulative preference shares:
Ben Ryan - no shares (2005: five shares)

Michael Reddrop - four shares (2005: three shares)
Wayne Pattison - two shares (2005: two shares)

Gary Aberdeen - one share (2005: one share)

Michael Timothee - one share (2005: one share)
Deborah Smith - one share (2005: one share)

John Bridgfoot - no shares (2005: one share)

“B” Class redeemable non-cumulative preference shares:
Ben Ryan - no shares (2005: five shares)

Michael Reddrop - four shares (2005: three shares)
Wayne Pattison - two shares (2005: two shares)

Gary Aberdeen - one share (2005: one share)

Michael Timothee - one share (2005: one share)
Deborah Smith - one share (2005: one share)

John Bridgfoot - no shares (2005: one share)

Aggregate number of shares acquired during the period:
“A” Class redeemable non-cumulative preference shares:
Michael Reddrop - one share

“B” Class redeemable non-cumulative preference shares:
Michael Reddrop - one share

Aggregate number of shares disposed of during the period:
“A” Class redeemable non-cumulative preference shares:
Ben Ryan - five shares

John Bridgfoot - one share

“B” Class redeemable non-cumulative preference shares:

Ben Ryan - five shares
John Bridgfoot - one share
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NOTE 26: DIRECTORS’ AND EXECUTIVES” COMPENSATIONS
(a) Details of Key Management Personnel

(i) The names of directors who have held office during the financial year are:
J Bridgfoot
JScanlan
D Smith
P Noble
D Howell
M Timothee
G Aberdeen
W Pattison
M Reddrop
B Ryan

(i) The executives of the parent entity during the financial year are:
B Hyde
G Elliott
G Longmuir
S Meehan
S Thompson
W Vermeend

(b) Compensation of Key Management Personnel

The remuneration committee reviews the remuneration packages of all directors and key management personnel on
an annual basis and makes recommendations to the board. Remuneration packages are reviewed and determined
with due regard to current market rates and are benchmarked against comparable industry salaries, adjusted by a
performance factor to reflect changes in the performance of the company.




FoodWorks Annual Report 2006

Notes to the Financial Statements

for the year ended 30 June 2006

Australian United Retailers Ltd ABN 93 077 879 782 and controlled entities

NOTE 26: REMUNERATION AND RETIREMENT BENEFITS (Continued)

2006 Short-term Post Employment Equity Other Total

Salary Bonus Non - Super- | Prescribed Other Options Benefits

& Fees monetary | annuation [ benefits

5 S 5 5 5 5 S S S

Directors
J Bridgfoot 100,000 - - 100,000
J Scanlan 78,750 = = 78,750
D Smith 50,000 - - 50,000
P Noble 351,413 | 49,753 26,960 36,105 - 464,231
D Howell 41,667 = 8,333 - 50,000
M Timothee 45,872 - 4,128 - 50,000
G Aberdeen - 50,000 - 50,000
W Pattison 15,000 = 35,000 - 50,000
M Reddrop 50,000 - - 50,000
B Ryan” 15,291 - 1,376 - 16,667
Total 747,993 49,753 26,960 98,837 36,105 - 959,648
Key Management
Personnel
B Hyde 130,520 | 16,932 23,147 = 170,599
G Elliott” 76,803 | 25,352 5,467 | 12,608 189,228 - 309,458
G Longmuir 235,092 | 20,548 23,008 - 278,648
S Meehan 117,728 5,260 11,069 - 134,057
S Thompson 158,633 | 15,277 19,874 | 15,652 - 209,436
W Vermeend 130,284 | 15,781 8,850 | 24,866 - 179,781
Total 849,060 | 99,150 34,191 [110,350 189,228 - 11,281,979

“ Amounts refer to only part of the financial year.
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NOTE 26: REMUNERATION AND RETIREMENT BENEFITS (Continued)

2005 Short-term Post Employment Equity other Total
Salary Bonus Non - Super- | Prescribed Other Options | Benefits
& Fees monetary | annuation | benefits
5 5 5 5 5 5 5 5 5

Directors

J Bridgfoot™ 62,500 - - - - - - - 62,500
J Scanlan 69,375 - - - - - = - 69,375
D Smith* 28,670 = = 2,580 = = = = 31,250
P Noble 295,268 30,000 26,287 26,574 - - - - | 378,129
D Howell - - - | 40,625 - - - - | 40,625
M Timothee™ 28,670 = = 2,580 = = = = 31,250
G Aberdeen® - = = 31,250 = = = = 31,250
W Pattison® 12,500 - - 18,750 - - - - 31,250
B Ryan 37,270 = = 3,355 = = = = 40,625
M Reddrop 40,625 - - - - - - - 40,625
D Williamson® 12,500 - - - - - - - 12,500
A Ng~ = = = 12,500 = = = = 12,500
Total 587,378 30,000 26,287 | 138,214 - - - - | 781,879
Specified Executives

B Hyde® 78,143 = = 7,033 = = = = 85,176
G Elliott” 107,280 - 9,334 14,710 - - - - | 131,324
G Longmuir® 96,448 - - 8,630 - - - - | 105,128
S Meehan® 24,902 = = 2,241 = = = = 27,143
S Thompson™ 64,175 = 3,109 5,776 = = = = 73,060
W Vermeend 117,010 | 16,081 10,581 | 22,115 - - - - | 165,787
Total 487,958 16,081 23,024 60,555 = = = - | 587,618

“ Amounts refer to only part of the financial year.
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NOTE 27: FINANCIAL INSTRUMENTS

(@) Interest rate risk
Theeconomicentity'sexposuretointerestraterisk,whichistheriskthatafinancialinstrument’svaluewillfluctuateasaresultofchangesin
marketinterestratesandtheeffectiveweightedaverageinterestratesonclassesoffinancialassetsandfinancialliabilities,isasfollows:

2006 Floating Fixed interest rate |~ Non-interest Total carrying Weighted
Financl] meturEniE interest rate maturing in: bearing amount as per the | average effective
1 year or less balance sheet interest rate
5 5 5 5 %
(i) Financial assets
Cash 1,681,562 828 2,600 1,684,990 5.3
Trade and other receivables = = 14,711,645 14,711,645
Receivables - other related parties = = 100 100
Total financial assets 1,681,562 828 14,714,345 16,396,735
2006 Floating Fixed interest rate [~ Non-interest Total carrying Weighted
. interest rate maturing in: bearing amount as per the | average effective
AEISEN IS 1 year or less balance sheet interest rate
5 5 5 S %
(ii) Financial liabilities )
Short term bank facility 755250 753,353 =
Trade creditors - - 14,579,153 14,579,153 -
Other creditors - : 688 688 .
Bank and other loans - 1,000,000 354 1,000,354 5.9
Total financial liabilities - 1,753,353 14,580,195 13,668,590
2005 Floating Fixed interest rate | non-interest Total carryingh Weighftfed
i i interest rate maturing in: . amount as per the | average effective
AEmdel INSumEn s 1 year or less et balance sheet interest rate
5 5 5 S %
(iii) Financial assets
Cash 1,593,393 3,830,326 5,423,719 5.0
Trade and other receivables - - 2,349,182 2,349,182 -
Receivables - other related parties - - 100 100
Total financial assets 1,593,393 3,830,326 15,696,100 21,119,819
2005 Floating Fixed interest rate [ Non-interest Total carrying Weighted
o interest rate maturing in: bearing amount as per the | average effective
Financial Instruments 1 year o less balance sheet interest rate
5 5 5 5 %
iv) Financial liabiliti
%\;)de' Cfe g:taor;am e . . 13,657,898 13,657,898 :
Hire purchase - 10,692 - 10,692 6.9
Total financial liabilities - 10,692 13,657,898 13,668,590

44
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NOTE 27: FINANCIAL INSTRUMENTS (Continued)

(b) Credit Risk

The maximum exposure to credit risk, excluding the value of any collateral or other security, at balance date
to recognised financial assets is the carrying amount of those assets, net of any provisions for doubtful debts,
as disclosed in the statement of financial position and notes to the financial statements.

The company does not have any material credit risk exposure to any single debtor or group of debtors under
financial instruments entered into by the company.

(c) Net Fair Values
The net fair value of financial assets and financial liabilities approximates their carrying values as disclosed
in the statement of financial position and notes to the financial statements.
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NOTE 28 RECONCILIATION OF REPORTED AMOUNTS UNDER AUSTRALIAN
ACCOUNTING STANDARDS TO AIFRS

(a) Reconciliation of Total Equity of the Economic Entity at 1 July 2004

AGAAP Adjustment AIFRS
CURRENT ASSETS 3 3 3
Cash and cash equivalents 1,585,278 - 1,585,278
Trade receivables 2,349,182 - 2,349,182
Other assets 38,847 - 38,847
Total current assets 3,973,307 - 3,973,307
NON-CURRENT ASSETS
Property, plant and equipment 200,184 - 200,184
Total non-current assets 200,184 - 200,184
TOTAL ASSETS 4,173,491 - 4,173,491
CURRENT LIABILITIES
Trade and other payables 2,337,502 - 2,337,502
Provisions 496,458 - 496,458
Total current liabilities 2,833,960 - 2,833,960
NON-CURRENT LIABILITIES
Provisions 63,140 - 63,140
Total non-current liabilities 63,140 - 63,140
TOTAL LIABILITIES 2,897,100 - 2,897,100
NET ASSETS 1,276,391 - 1,276,391
EQUITY
Share capital 142 - 142
Retained earnings 1,276,250 - 1,276,250
TOTAL EQUITY 1,276,392 - 1,276,392

(b) Reconciliation of Operating Profit after Tax of the Economic Entity for the year ended 30 June 2005

AGAAP Adjustment AIFRS
S $ $

Sales revenue 30,629,633 - 30,629,633
Other income 956,053 269,539 1,225,592
31,585,686 269,539 31,855,225

Distribution to members (11,863,768) - (11,863,768)
Merchandising expenses (4,579,134) - (4,579,134)
Marketing expenses (4,149,093) - (4,149,093)
Business development expenses (401,823) - (401,823)
Administrative expenses (3,612,339) - (3,612,339)
Retail operations expenses (2,232,522) - (2,232,522)
Store rebranding costs (2,106,876) - (2,106,876)
Merger costs (710,213) = (710,213)
Other expenses (1,105,825) 5,667 (1,100,158)
(30,761,593) 5,667 (30,755,926)

Finance costs (131,051) - (131,051)
Profit before income tax 693,042 275,206 968,248
Income tax expense/(benefit) 539,422 - 539,422

Profit from continuing operations 153,620 275,206 428,826
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NOTE 28: RECONCILIATION OF REPORTED AMOUNTS UNDER AUSTRALIAN ACCOUNTING
STANDARDS TO AIFRS (Continued)

(c) Reconciliation of Total Equity of the Economic Entity at 30 June 2005

AGAAP Adjustment AIFRS
CURRENT ASSETS > 3 3
Cash and cash equivalents 5,423,719 - 5,423,719
Trade receivables 15,696,100 - 15,696,100
Other assets 212,308 - 212,308
Total current assets 21,332,127 - 21,332,127
NON-CURRENT ASSETS
Property, plant and equipment 207,900 193,227 401,127
Deferred tax assets 503,548 81,979 585,527
Total non-current assets 711,448 275,206 986,654
TOTAL ASSETS 22,043,575 275,206 22,318,781
CURRENT LIABILITIES
Trade and other payables 18,375,771 - 18,375,771
Short term borrowings 10,692 - 10,692
Current tax liabilities 1,042,970 - 1,042,970
Provisions 952,546 - 952,546
Total current liabilities 20,381,979 - 20,381,979
NON-CURRENT LIABILITIES
Payables 1,033 - 1,033
Provisions 230,593 - 230,593
Total non-current liabilities 231,626 - 231,626
TOTAL LIABILITIES 20,613,605 - 20,613,605
NET ASSETS 1,429,970 275,206 1,705,176
EQUITY -
Retained earnings 1,429,870 275,206 1,705,076
Minority interest 100 = 100
TOTAL EQUITY 1,429,970 275,206 1,705,176

(d) Explanation of changes in accounting policy arising on first-time adoption of AIFRS
There is no impact on the financial statements of the parent entity on first time adoption of AIFRS.

Proceeds on disposal

Under AGAAP gross proceeds on disposal of non current assets were included in revenue. In accordance
with AASB 116, the gross proceeds received on disposal of property, plant & equipment are not recognised
in the profit and loss in the period.

Discount on acquistion
In accordance with AASB 3, the excess of net assets over consideration will be wholly recognised in the

profit and loss in the period.

On first-time adoption of AIFRS, reductions to the carrying amount of non-monetary assets arising out of
discounts on acquisition recognised in prior periods have been adjusted and recorded as revenue.
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Australian United Retailers Ltd ABN 93 077 879 782 and controlled entities

NOTE 29: ECONOMIC DEPENDENCE

A significant portion of all income derived results from the supply agreement held with Metcash Trading
Ltd Australasia.

NOTE 30: ECONOMIC ENTITY DETAILS

The registered office of the company is:
Australian United Retailers Ltd

Level 1

1601 Malvern Road

Glen Iris Victoria 3146




FoodWorks Annual Report 2006

Directors” Declaration

Australian United Retailers Ltd ABN 93 077 879 782 and controlled entities

The directors of the company declare that:

1. The financial statements and notes, as set out on pages 7 to 43, are in accordance with the
Corporations Act 2001:
(@) comply with Accounting Standards in Australia and the Corporations Regulations 2001; and
(b) give atrue and fair view of the financial position as at Friday, 30 June 2006 and

performance for the financial year ended on that date of the economic entity.

2. In the directors’ opinion there are reasonable grounds to believe that the company will be able to

pay its debts as and when they become due and payable.

This declaration is made in accordance with a resolution of the Board of Directors.

Director J
J Bridgfoot
Director /%’ Z W '
L — P Noble

Dated this 22nd day of August 2006
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Independent Audit Report
to the Members of Australian United Retailers Ltd

Scope
WehaveauditedthefinancialreportofAustralianUnitedRetailersLtdforthefinancialyearendedFriday,30June2006comprisingthe
Directors'Declaration,Income Statement, Balance Sheet, Statementof Changesin Equity, Statementof Cash Flowsand notestothe
financial statements.Thefinancial reportincludesthe consolidated financial statements of the consolidated entity comprising the
company and the entities it controlled at the year’s end or from time to time during the financial year. The company’s directors are
responsibleforthefinancialreport. Wehaveconductedanindependentauditofthisfinancialreportinordertoexpressanopinionon
ittothemembersofthecompany.OuraudithasbeenconductedinaccordancewithAustralianAuditingStandardstoprovidereasonable
assurance whether the financial report is free of material misstatement. Our procedures included examination, on a test basis, of
evidencesupportingtheamountsandotherdisclosuresinthefinancialreport,andtheevaluationofaccountingpoliciesandsignificant
accountingestimates.Theseprocedureshavebeenundertakentoformanopinionwhether,inallmaterialrespects,thefinancialreportis
presented fairly in accordance with Accounting Standards and other mandatory professional reporting requirementsin Australia
andCorporationsAct2001soastopresentaviewwhichisconsistentwithourunderstandingofthecompany’sfinancialpositionand
performance as represented by the results of their operations and their cash flows.

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

Audit Opinion
In our opinion, the financial report of Australian United Retailers Ltd is in accordance with:
(@) the Corporations Act 2001, including:
(i) giving a true and fair view of the company’s financial position as at Friday, 30 June 2006 and of its
performance for the financial year ended on that date; and
(i) complying with Accounting Standards in Australia and the Corporations Regulations 2001; and
(b) other mandatory professional requirements in Australia.

Inherent Uncertainty Regarding Going Concern

Without qualification to the opinion expressed above, attention is drawn to the following matter. As indicated at

note 1(a), the Company is dependent on the following to continue to trade as a going concern:

1. continuing support is being provided by its bankers and creditors;

2. current ability to achieve budgeted revenue results; and

3. current negotiations with a number of parties with a view to them contributing the required additional
working capital to fund the ongoing trading operation of the Group.

Thefinancialreporthasbeenpreparedonagoingconcernbasisasthedirectorsbelievethatcontinuedsupportfromit’sexistingbanker,
creditorsandproposedshareholderswillbesufficienttoenabletheeconomicentitytocontinuetopayitsdebtsasandwhentheyfalldue,
and that this financial support will continue to be made available.

PITCHER PARTNERS
G EWALSH
Partner Melbourne 12th September 2006
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