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‘ Annual Report 2006

DIRECTORS’ REPORT

The directors are delighted to present to shareholders the sixth annual report
of the Mowbray Collectables Ltd group. This report covers the activities of
the group for the year to 31 March 2006.

FINANCIAL RESULTS

The directors are pleased with the trading result for the year.

Operating revenue 1 4,145,754 3,592,140
Surplus (deficit) before interest, taxation,
depreciation and amortisation 360,347 221,191
Depreciation 10 26,331 30,566
Amortisation 160,719 164,006
Loss on sale of goodwill 8 32,822
Surplus (deficit) before interest
and taxation 173,297 (6,203)
Interest income 1 35,073 20,363
Interest expense (45,109) (12,767)
Surplus (deficit) before income tax 163,261 1,393
Taxation 3 99,990 62,761
63,271 (61,368)
Associates share of net surplus (deficit) 13 (214,797) (108,407)
Net surplus (deficit) after taxation (151,526) (169,775)

The directors have adopted a new policy of goodwill amortisation relating

to our latest acquisition in Australia, Bonhams & Goodman. Goodwill will
now be amortised over a five year period. The impact on the 2006 net result
is that an additional $180,310 of goodwill has been amortised. This is
recorded in associates share of net deficit.

We will be adopting the new international reporting financial standards
(IFRS) for the year commencing 1 April 2007. Under IFRS, goodwill is no
longer amortised over a set period. It is tested annually for impairment and
adjusted downwards if necessary.

DIVIDEND

For the current year, we paid an interim dividend of 1.5 cents per share and
have declared a final dividend of 3 cents per share. This total dividend of
4.5 cents compares with the 3 cents paid last year.

BONUS ISSUE

The company has announced a 1:10 bonus issue to shareholders. The
bonus shares will receive a final dividend.

HE
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TRADING

J R MOWBRAY (PHILATELIST)

This division is our core operating unit in New Zealand and we had a

record trading year reflecting the buoyant stamp collecting market. Bidding
was robust in our monthly postal auctions with 70% going to overseas
purchases, in a year with a high New Zealand dollar. The Sir Gawaine Baillie
sale in London recorded very strong prices for NZ stamps. This should be
reflected in catalogue repricing leading to firmer prices overall. Combined
with a falling NZ dollar, sales prospects look positive for the year ahead.

A50107 N e e

Christchurch. Seventy-five years of dealing was reflected in this stock held
in a four level building in Cashel Street. It incorporated the remaining stocks
of famous past dealers Willcox Smith and Laurie Franks. The logistics of

The major event this year was the purchase of the Stirling & Co stock in (Pt ooy dhe i roecn'Srmer wel's 8

sorting and packing ten tonnes of stamps was considerable. A further four
tonnes of stamps were wholesaled to the trade. We also purchased and
subsequently on sold the building at a satisfactory profit. The stock on hand
from this purchase, held in Otaki, will take some years to sort and process
and will provide a valuable on-going sales resource. We expect it to underpin
the trading profits for some time, The initial results from sales of the Stirling
stock have been spectacular and we expect an even better trading result in
the coming year.

JOHN MOWBRAY INTERNATIONAL

The 13th annual stamp auction was held last November achieving sales of
$700,000. In April 2005, we completed a private treaty sale in conjunction
with the Sydney Exhibition, which was very successful. In May/June 20086,
the company had a major stand at the Washington Exhibition, one of the
world’s largest philatelic events. We offered a Private Treaty Catalogue

at this exhibition and sales were the best ever in the company’s 26 year
history of attending major exhibitions. We were the only dealer from NZ to be
represented at this exhibition.

This coming year the major public auction of stamps and coins to be held on
October 6 & 7 in Wellington. This is now being prepared, and we expect it, NEW ZEALAND
the 14th sale, to be a significant contributior to our trading profits. SNarR

The market for rare and valuable stamps continues to be strong
internationally. By nature, stamp collectors are somewhat conservative and
would tend to look on stamp purchases as a safe investment in the event of
economic uncertainty.

HOUSE OF STAMPS

This division had a record year with solid trading. As agent for known brands
such as Stanley Gibbons Publications, Davo Albums, and Prinz (philatelic
accessories), a steady business is ensured. We have added the Stirling and
Tasman brands to our product list and will redevelop the key components

of the range. The sales of New Zealand stamps through mail order lists
continue to thrive. This business unit, whilst small, continues to contribute
consistent profit to the group under the capable management of Malcolm
Turner. We look forward to a similar result this year.
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WILDLIFE PHILATELIC COLLECTIONS PTY LTD
(WORLD WIDE FUND FOR NATURE STAMP PROGRAM)

This Australian subsidiary had another good year but delays to Australian
Post promotions until May 2006 meant the anticipated, improved result
forecast last year did not occur. The marketing in this current financial year
has proved most successful and will flow through in due course. This stamp
marketing program is most successful and has about 15% to 18% of the
world market of the WWF stamps issued each month. A most satisfactory
performance when compared with much larger countries. The programme is
managed under contract by Andrew Pitt.

WoRLD WIDE FUND FOR NATURE STAMP PROGRAM

The New Zealand stamp program had a much improved year, 40% up on the
previous year. However, its overall size is restricted by the very limited marketing
available in NZ, as most magazines are published from Australia. Its future
contributions to our profits, whilst positive, are unlikely to grow significantly.

STANLEY GIBBONS (AUSTRALIA) PTY LTD

Stanley Gibbons Australia had its best year ever, assisted greatly by the special
“Lionheart” sale held in Sydney in April 2005. The positive performance of

the Sydney office was offset by a disappointing result from the Melbourne
office. A new manager, Tony Corbisero, has made a positive contribution in
recent months and with a new office location in Melbourne we expect a marked
improvement. The company'’s contribution to the group’s result is expected to
remain consistent and possibly increase provided Melbourne can improve on

its performance in this buoyant market. The strong coin market has assisted our
results to date. Trading this year is off to a good start with an above budget
Melbourne sale, (each office has four sales per year). The Melbourne office is to
pursue a strategy of widening our “collectable” base offerings. The initial results
are most encouraging.

PETER WEBB GALLERIES (49% owned)

Peter Webb Galleries enjoyed another successful year as NZ's leading
auction house. Although the total art market was down in, 2005 Webbs did
well as market leader. A long term lease on the Manakau Road premises has
ensured the security of NZ's most prestigious gallery and the strong results
from Webbs is a credit to the management of Peter and Ann Webb and their
staff. Our involvement in this company is one to be proud of. Sales for the
current year have started well and we look forward to another good result.

BONHAMS & GOODMAN (20% owned)

2005-6 was a period of consolidation and restructuring for Sydney based
Bonhams & Goodman. Sales will continue to be focused in Sydney with
representation in three other States including 50% ownership of Bonhams
& Bruce, Adelaide’s leading auction house. In addition to the expansion into
Adelaide, Bonhams & Goodman has acquired the Dalia Stanley auction
business.

The recently announced closure of Christies auction offices in Australia
offers an additional opportunity to increase our overall market share.

As a 20% shareholder our stake is strategic, with Bonhams (UK) holding
10%. The Chairman of Bonhams, Robert Brookes, has a stated goal to
be number one world wide. Australia is the only “Bonhams” auction house
not owned outright. We expect to be offered a major support role as they
establish their foothold in this part of the world. We are well positioned to
reap any eventual rewards.
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Sales in the financial year were significant, but so were the costs of
expansion. As these costs are controlled we expect strong results to follow.
Bonhams & Goodman had some exciting sales this past year, with more
ahead. We look forward to our involvement as Tim Goodman leads his ever
expanding company into the coming year.

OUTLOOK

The year ahead looks promising in all aspects. The control of costs is as
important as the growth of our domestic and international markets. The
appointment of David Heather as Finance Director has proved to be most
beneficial to the report of the group’s activities to the Board. We are a

very different company from that which listed six years ago and now have
major investments in two companies (Peter Webb Galleries and Bonhams &
Goodman) involving significant resources. Future growth for us will require
further investment. The directors will continue to look for opportunities in
what is a secure market with strong competition for worthwhile investments.

Our established companies have strong cash flows that will ensure we have
a solid platform from which to expand in the years ahead.

The auction industry is not a predictable one, but for companies that are
prominent in their field and have established reputations, it will continue to
attract the best business and customers. It remains a wonderfully vibrant
industry, regardless of economic conditions.

STAFF

The directors are most appreciative of the contribution made by managers
and staff to the overall success of the group, and their positive commitment
to achieving the goals we have set.

CORPORATE GOVERNANCE

The Board of Directors of Mowbray Collectables Ltd is elected by
shareholders to supervise and direct the management of the business

and affairs of the company. The Board currently comprises two executive
directors, John Mowbray and David Heather, and two non-executive
directors, Murray Radford and lan Halsted. The Board has determined that
the non-executive directors are independent directors as defined in the NZX
Listing Rules.

The Board of Directors delegates to the managing director (John Mowbray)
the day to day management of the business and affairs of the company.

The Board has adopted a Corporate Governance Code and has constituted
an Audit, Nominations and Remuneration Committee of the non-executive
directors.

At each annual meeting one non-executive director, by rotation, and any

director appointed during the year must retire. This year lan Halsted and
David Heather, who was appointed in March 2006, both retire and offer

themselves for re-election.

During the year all directors attended each directors’ meetings.
The shareholdings and dealings of the directors are detailed on page 22

For and on behalf of the Board of Directors.

Murray Radford / Johh Mowbray
Chairman Managing Director

)
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Statement of Financial Performance
for the year ended 31 March 2006

Operating revenue

Surplus (deficit) before interest,
taxation, depreciation and amortisation

Depreciation
Amortisation
Loss on sale of goodwill

Surplus (deficit) before

interest and taxation

Interest income

Interest expense

Surplus (deficit) before income tax
Taxation

Associates share of net surplus (deficit)

Net surplus (deficit) after taxation

Statement of Movements in Equity
for the year ended 31 March 2006

Equity at beginning of year

Recognised revenues and expenses
Surplus (deficit) after taxation
Movement in foreign currency
translation reserve

Total recognised revenues and
expenses

Share capital issued
Cost of raising capital

Distributions to shareholders

Equity at end of year

10

13

Parent
2006 2005
$ $
4,145,754 3,592,140 32,802 483,799
360,347 221,191 (382,576) 185,104
26,331 30,566 406 677
160,719 164,006 - -
- 32,822 - -
173,297 (6,203) (382,982) 184,427
35,073 20,363 123,245 30,631
(45,109) (12,767) (11,773) (10,644)
163,261 1,393 (271,510) 204,414
99,990 62,761 979 (2,289)
63,271 (61,368) (272,489) 206,703
(214,797) (108,407) 53,513 2,336
(151,526) (169,775) (218,976) 209,039

Parent
2006 2005
$ $
4,882,925 4,237897 4,681,993 3,630,308
(151,526) (169,775) (218,976) 209,039
65,136 (27,843) - _
(86,390) (197,618) (218,976) 209,039
- 1,263,800 - 1,263,800
- (17112) - (17112)
(297,128) (404,042) (297,128) (404,042)
4,499,407 4,882,925 4,165,889 4,681,993

The Statement of Accounting Policies and the Notes to the Financial Statements form an integral part of these Financial Statements.

6
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Statement of Financial Position
as at 31 March 2006

Parent
2006 2005
$ $

EQUITY
Share capital 4 5,682,099 5,582,099 5,582,099 5,682,099
Accumulated deficit 6 (1,055,096) (606,442) (1,416,210) (900,106)
Foreign currency translation reserve 5 (27,596) (92,732) - -
Total Equity 4,499,407 4,882,925 4,165,889 4,681,993
Represented by:
CURRENT ASSETS
Bank accounts & deposits 555,905 377,216 2,451 3,470
Receivables 1,104,474 1,045,706 2,750 11,264
Taxation refundable 8 - 36,528 1,596 22,712
Other current assets 14 75,000 74,133 75,000 74,133
Inventory 7 1,567,857 1,274,441 - -
Loans to subsidiaries 8 - - 97,564 824,674
Related party receivables 8 20,454 7436 - -
Total Current Assets 3,323,690 2,778,932 179,361 936,253
CURRENT LIABILITIES
Trade creditors 1,019,416 915,169 13,835 27783
Other payables & accruals 9 311,027 251,562 130,884 104,928
Taxation payable 3 45,499 - - -
Current portion of loan 15 139,811 250,000 - 250,000
Current portion of hire purchase 16 4,136 3,731 - -
Total Current Liabilities 1,519,889 1,420,462 144,719 382,711
WORKING CAPITAL 1,803,801 1,394,998 34,642 553,542
NON-CURRENT ASSETS
Deferred tax 3 61,392 41,743 14,168 15,147
Plant & equipment 10 81,022 95,668 496 902
Goodwill 11 696,472 857,191 - -
Investment in associates 13 2,235,565 2,499,695 1,353,726 1,349,545
Investment in subsidiaries 12 - - 2,762,857 2,762,857
Total Non-Current Assets 3,074,451 3,494,297 4,131,247 4,128,451
NON-CURRENT LIABILITIES
Non-current portion of loan 15 376,611 - - -
Non-current portion of hire purchase 16 2,234 6,370 - -
Total Non-Current Liabilities 378,845 6,370 - -
NET ASSETS 4,499,407 4,882,925 4,165,889 4,681,993

For and on behalf of the Board of Directors

J. R*Mowbray M. C. Radford

Managing Director / Chairman 30 May 2006

The Statement of Accounting Policies and the Notes to the Financial Statements form an integral part of these Financial Statements.

‘ 7
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Statement of Cash Flows
for the year ended 31 March 2006

Cash was provided from (applied to)

Receipts from customers

Interest received

Dividends received

Payments to suppliers & employees
Interest paid

Taxation paid

Net cash flow from operating activities

Parent
2006
$

4,072,703 3,458,222 7991 (7,593)
35,076 20,362 4,092 3,775
49,333 308,235 49,333 308,235

(3,978,542)  (3,328,893) (401,729) (275,101)
(45,109) (12,767) (11,773) -
(37,609) (109,593) (4,272) (22,712)

95,852 335,566 (356,358) 6,604

Cash was provided from (applied to)

Proceeds from sale of plant & equipment
Proceeds from sale of investment
Purchase of plant & equipment

Loans made

Purchase of investments

Net cash flows from investing activities

14
13

699,998 17,500 =

: 5,500 - -
(633,974) (35,940) = (439)
(74,133) = (74,133)

- (1,740,892) = (480,000)

66,024 (1,827,965) = (554,572)

Cash was provided from (applied to)
Issue of equity share capital

Cost of raising capital

Dividend paid

Loans received/(repaid)

Net cash flow from financing activities
Net increase/(decrease) in cash held

Cash at beginning of year

Effect of exchange rate change on
foreign currency balance

Cash at end of year

Comprising:
Cash at bank - New Zealand

- Australia

- 1,263,800 - 1,263,800

- (17112) - (17112)
(297,128) (404,042) (297,128) (404,042)
248,805 251,039 652,467 (324,963)
(48,323) 1,093,685 355,339 517,683
113,553 (398,714) (1,019) (30,285)
377216 803,773 3,470 33,755

65,136 (27,843) -

555,905 377,216 2,451 3,470
105,551 44,268 2,451 3,470
450,354 332,948 - -
555,905 377,216 2,451 3,470

The Statement of Accounting Policies and the Notes to the Financial Statements form an integral part of these Financial Statements.
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Statement of Accounting Policies
for the year ended 31 March 2006

The Financial Statements have been prepared in accordance with the Companies Act 1993 and the Financial Reporting Act 1993.

REPORTING ENTITY & PERIOD

For the results to 31 March 2006 the Mowbray Collectables Limited Group comprises the following entities:

Mowbray Collectables Limited (Parent)
Mowbray Bethunes Limited

Auction Investments Limited

Stanley Gibbons (Australia) Pty Limited
Wildlife Philatelic Collections Pty Limited

BASIS FOR PREPARATION

The accounting principles recognised as appropriate for the measurement and reporting of financial position on a
historical cost basis are followed by the group.

SPECIFIC ACCOUNTING POLICIES

The specific accounting policies used in the preparation of the Financial Statements are as follows:

a)

b)

©)

d)

e)

Consolidation of Subsidiaries

The group financial statements incorporate the financial statements of the Company and its subsidiaries, which
have been consolidated using the purchase method. The results of subsidiaries acquired during the prior year are
consolidated from the effective dates of the acquisition.

All inter-company transactions, balances and unrealised profits are eliminated on consolidation.

The Australian subsidiaries Statement of Financial Performance is translated quarterly using the quarterly average
exchange rate and the Statement of Financial Position is translated at the closing exchange rate as at 31 March.
Exchange differences on foreign currency balances are recognised in the Statement of Financial Performance.

Equity Accounting of Associate Entities

Equity accounting has been applied in respect of associate entities. Associate entities are those entities in which
the Company holds an interest in the equity and exercise significant influence but not control. These financial
statements incorporate the Company’s share of the associate entity’s surplus or deficit, adjusted for goodwill and
any additional depreciation in relation to the fair value of the associate entity’s fixed assets. The Company’s interest
in the associate is carried at an amount which reflects fair value of the net assets at acquisition adjusted as above.

Dividends received from associates are recognised directly against the carrying value of the investment.
Goodwill

Goodwill on acquisition of subsidiaries is recognised as an asset and separately identified. Goodwill is amortised
on a straight line basis over the period of expected benefits, which the directors have determined to be 10 years.

The excess cost of the fair value at the date of acquisition of the assets of the associate entities is capitalised
as goodwill and amortised on a straight line basis over the period of expected benefit. This period has been
assessed as 10 years from the date of acquisition. The carrying value of goodwill is reviewed annually and
adjusted as considered necessary.

Receivables

Accounts receivable are stated at their estimated realisable value after making provision for any debts considered
uncollectable.

Inventory

Inventory is valued at the lower of cost or net realisable value.

In circumstances where cost cannot be separately identified, the lower of cost or net realisable value is
determined by using a percentage of face value or estimated selling value.

An obsolescence provision of 20% is applied to auction stock unsold after being available for sale in three

auctions.
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f) Plant & Equipment
Plant and equipment are recorded at historical cost less depreciation to date.
g) Depreciation

Depreciation has been calculated using the following rates:

Leasehold improvements 6% - 12% DV

Plant and equipment 10% - 48% DV
Furniture & fittings 149% - 40% DV
Computer equipment 26% - 60% DV

h) Goods and Services Tax

The financial statements have been prepared on a GST exclusive basis. GST payable at balance date is included
in current liabilities. Receivables and payables are disclosed inclusive of GST if applicable.

i) Foreign Currency Transactions

Transactions denominated in foreign currencies are translated into the reporting currency using the exchange
rate in effect at the transaction date. Exchange differences on foreign currency balances are recognised in the
Statement of Financial Performance.

) Taxation

Taxation charged against profits for the period is the estimated liability, using the comprehensive method of
calculation, for both current and deferred taxation, adjusted by the amount of any under or over provision of
taxation in respect of prior years.

k) Employee Entitlements

Employee entitlements to salaries and wages, annual and long service leave are recognised when they accrue to
employees.

)] Translation of Financial Statements of Foreign Operations

Assets and liabilities of independent foreign operations are translated at the closing rate. Revenue and expense
items are translated at a weighted average of exchange rates over the period, as a surrogate for the spot rates
at transaction dates. Exchange differences arising are taken to the foreign currency translation reserve and
recognised in the Statement of Movements in Equity.

m) Comparative Figures

The comparative figures for the Financial Statements are for the year ended 31 March 2005.

CHANGES IN ACCOUNTING POLICIES

There have been no changes in accounting policies during the period.

STATEMENT OF CASH FLOWS

The Statement of Cash Flows is prepared exclusive of GST, which is consistent with the method used in the Statement
of Financial Performance.

Definitions of the terms used in the Statement of Cash Flows:

“Cash” includes coins and notes, demand deposits and other highly liquid investments readily convertible into cash and
includes at call borrowings, such as bank overdrafts, used by the Company and the Group and those activities relating
to the cost of servicing the Company’s and the Group's equity capital.

“Investing Activities” are those activities relating to the acquisition and disposal of current and non-current investments
and any other non-current assets.

“Financing Activities” are those activities relating to changes in the equity and debt capital structure of the Company and
the Group and those activities relating to the cost of servicing the Company’s and the Group's equity capital.

“Operating Activities” include all transactions and other events that are not investing or financing activities.
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Notes to the Financial Statements
for the year ended 31 March 2006

Parent

Total Revenue

Total revenue comprises:

Turnover & auction commission
Management fees from subsidiaries
Dividends received

Surplus on disposal of property, plant & equipment

Miscellaneous income
Operating revenue
Interest income

Surplus (Deficit) before Income Tax

2006

$

2005
$

Included in the surplus (deficit) before income tax are the following

Expenses

Audit fees

Bad debts

Directors’ fees

Legal fees

Operating lease rental expenses

Taxation

Taxation expense
Net surplus/(deficit) before taxation

Prima-facie tax

Adjustment for difference in NZ and
Australian tax rates

Add/(less) taxation effect of
permanent differences:
Amortisation of intangible assets
Other non-deductible items

Taxation expense/(benefit of losses) for year
Group offsets

Taxation expense (benefit)

The taxation expense comprises:
Current taxation

Underprovision for income tax last year
Future income tax benefit

4,028,645 3,580,375 : =
. : 31,684 34,863
. : : 448,936
77,709 : : =
39,400 11,765 398 :
4,145,754 3,592,140 32,082 483,799
35,073 20,363 123,245 30,361
4,180,827 3,612,503 155,327 514,160
62,752 47,991 62,752 47,991
3,938 10,055 : :
29,625 26,970 29,625 26,970
21,203 11,303 13,657 8,031
198,660 174,356 : :
163,261 1,393 (271,510) 204,414
53,876 460 (89,598) 67,457
(6,867) (3,106) :
53,037 54,121 . :
(56) 11,286 1,285 (148,319)
99,990 62,761 (88,313) (80,862)
: : 89,292 78,573
99,990 62,761 979 (2,289)
119,638 60,059 :
(19,648) 2,702 979 (2,289)
99,990 62,761 979 (2,289)

Hll
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Notes to the Financial Statements
for the year ended 31 March 2006

Parent
2006

$

3. Taxation continued

Taxation payable/(refundable)

Balance at beginning of year (36,528) 13,003 (22,712) (10,544)
Adjustment for foreign exchange movement

on opening balance (390) (2,450) - -
Income tax (paid)/refunded 40,173 (21,372) 1,446 10,544
Provision for income tax for the current year 121,811 59,841 - -
Foreign investors tax credit (4,122) (6,634) (4,122) (6,634)
Transfers to/from other taxes - (196) - -
Provisional tax paid (73,808) (76,875) - (14,632)
Income tax transferred - - 25,388 -
Interest resident withholding tax (1,687) (1,845) (1,596) (1,4406)
Balance at end of year 45,499 (36,528) (1,596) (22,712)
Deferred Tax

Opening balance (41,743) (44,445) (15,147) (12,858)
Foreign exchange movement (2,327) 1,197 - -
Current year charge (17,322) 1,505 979 (2,289)
Balance at end of year (61,392) (41,743) (14,168) (15,147)
Imputation Credits

Balance at beginning of year 306,734 305,649 150,389 56,537
Imputation credits attached to dividends

received 24,299 152,107 24,299 284,778
Other credits 5,759 8,480 5718 8,080
Imputation credits attached to dividends paid (145,821) (199,006) (145,821) (199,006)
Taxation paid 27,246 55,629 - -
Taxation refunded (31,127) (16,125) (1,446) -
Balance at end of year 187,090 306,734 33,139 150,389

2006 2005

Number Number

4. Share Capital
Company and Group
Ordinary Shares - fully paid
Balance at beginning of year 9,868,714 5,582,099 8,978,714 4,335,411

Share capital issued to directors - - -
Share capital issued to public - - 890,000 1,263,800
Cost of raising capital - - - (17112)

Share capital at end of year 9,868,714 5,582,099 9,868,714 5,582,099

All shares are fully paid and have equal voting rights. All shares participate equally in any dividend distribution or any
surplus on the winding up of the Company.

‘ ‘12
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Notes to the Financial Statements
for the year ended 31 March 2006
Parent

Foreign Currency Translation Reserve

2006

$

2005
$

Balance at beginning of year (92,732) (64,890) - -
Arising on translation of independent foreign 65,136 (27,843) - -
operations

Balance at end of year (27,596) (92,732) - -
Accumulated Surplus/(Deficit)

Balance at beginning of year (606,442) (32,624) (900,106) (705,103)
Dividend paid to shareholders (297,128) (404,042) (297,128) (404,042)
Surplus/(deficit) for period after taxation (151,526) (169,775) (218,976) 209,039
Accumulated surplus/(deficit) at end of year (1,055,096) (606,442) (1,416,210) (900,106)
Inventory

Auction inventory 1,384,031 965,233 - -
WWEF Chapters on hand 62,182 217974 - -
Books on hand - - - -
Inventory in transit 26,923 = ° °
Other 94,721 91,234 - -
Total Inventory 1,567,857 1,274,441 - -

Related Parties

Transactions

All transactions between companies within the group were conducted on an arm'’s length basis.

Sales by the company to its subsidiaries totalled $94,685 (2005: $34,863) and comprised of
management fees charged to the Australian subsidiaries. Interest was charged between Mowbray
Collectables Limited and Auction Investments Limited $119,153 (2005: $26,857). A fully imputed
dividend was paid from Mowbray Bethunes Limited to Mowbray Collectables Limited of $Nil (2005:
$448,936). There were no purchases from subsidiaries.

In 2005, a division of the group, Bethunes Rare Books was sold to Peter Webb Galleries Ltd during
the year. The effect on the group’s result from this sale is a loss on sale of goodwill of $32,822.

Andrew Pitt, a director of Wildlife Philatelic Collections Pty Limited, provides management and
fulfilment services to that company through Barlow International Pty Limited, on commercial terms
negotiated with the managing director of Mowbray Collectables Limited. Wildlife Philatelic Collections
Pty Limited also pays rent to Barlow International Pty Limited.
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Parent
2006 2005

$ $

8. Related Parties continued

Outstanding balances
Amounts outstanding between the company and related parties are:

Mowbray Bethunes Limited - - (771,538) (125,3006)
World Wide Fund for Nature Stamp Program - - (81,834) (10,908)
Stanley Gibbons (Australia) Pty Limited - - (138,798) (28,987)
Wildlife Philatelic Collections Pty Limited - - (303,695) (285,297)
Auction Investments Limited - - 1,406,902 1,287,748
First East Auction Holdings Pty Limited 2,397 - 2,397 -
Agencies 18,057 7,436 (20,870) (17,576)

20,454 7436 97564 824,674

The related party receivables in the Group Statement of Financial Position are receivables in respect of agencies
held by the Group.

The Group holds three agency agreements with Tokelau Philatelic Bureau (Tokelau), Children’s Health Camp
(CHC) and New Zealand Post (NZ Post) respectively.

The Group is entitled to a share of the profits derived under their agency agreements with Tokelau and CHC. In
addition the Group charges management fees for administering these arrangements. The Group recognises the
management fees and profit share under these arrangements in these financial statements.

The Group has an agreement to supply, at a reduced rate, chapters and albums to NZ Post. Under the
agreement, the Group receives a share of the profits from sales made by NZ Post. The sales to NZ Post and the
Group's profit share are recognised in these financial statements.

The National Bank has provided a guarantee of $75,000 to New Zealand Exchange Limited on behalf of the
Group. The bank holds a personal guarantee from John Mowbray to cover this obligation.

The premises in Otaki that are used by the
Group are owned by or leased from entities
associated with John Mowbray. Rent was
set by an independent valuer. Leases were
signed by the directors on 18 December
2000. Rent paid was 45,885 49,175 - -

9. Other Payables and Accruals

In current liabilities the balance of other payables and accruals comprise:

Other payables and accruals 131,743 109,806 77602 59,026
Employee entitlements 179,284 141,756 53,282 45,902
Total other payables and accruals 311,027 251,562 130,884 104,928
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2006 2005

$ $

10. Plant & Equipment

Leasehold improvements

Cost 18,617 19,150 -
Accumulated depreciation (12,417) (11,733) -
6,200 7417 -
Office furniture and equipment
Cost 136,904 128,929 -
Accumulated depreciation (102,718) (92,308) -
34,186 36,621 -
Plant & equipment
Cost 151,596 149,747 -
Accumulated depreciation (120,501) (107,154) -
31,095 42,593 -
Computer equipment
Cost 61,345 55,5690 5,533 5,533
Accumulated depreciation (51,804) (46,553) (5,037) 4.631
9,541 9,037 496 902
Total cost 368,462 353,416 5,533 5,533
Total accumulated depreciation (287,440) (257,748) (5,037) (4,631)
81,022 95,668 496 902

Depreciation Expense By Category

Leasehold improvements 1,218 1,237 -
Office furniture and equipment 5,658 6,958 -
Plant and equipment 14,204 14,345 - -
Computer equipment 5,251 8,026 406 677
26,331 30,566 406 677
11. Goodwill
On acquisition of subsidiaries 1,607,191 1,607,191 -
Accumulated amortisation (910,719) (750,000) -
696,472 857,191 -

On acquisition of subsidiaries

Opening balance 1,607,191 1,672,924 -
Sale of Bethunes Rare Books - (65,733) -
Closing balance 1,607,191 1,607,191 -
Accumulated amortisation

Opening balance (750,000) (613,405) -
Amortisation for year (160,719) (164,005) -
Sale of Bethunes Rare Books - 27410 -
Closing balance (910,719) (750,000) -
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12. Investment in Subsidiaries

Subsidiaries owned at 31 March % Holding at  Principal Activities Balance Origin of

2006 Balance Date Date Incorporation
2006 2005

Mowbray Bethunes Ltd 100% 100% Stamp, philatelic, 31 March  New Zealand
rare book dealer,
retailer & auctioneer

World Wide Fund for Nature Stamp 100% 100% International stamp 31 March ~ New Zealand

Program (New Zealand Agency) program agency

Wildlife Philatelic Collections Pty Ltd 100% 100% International stamp 31 March  Australia
program agency

Stanley Gibbons (Australia) Pty Ltd 100% 100% International stamp 31 March  Australia
auctioneer

Auction Investments Ltd (incorporated 100% 100% Holding company 31 March  New Zealand

15 December 2004)

13. Investment in Associates
Ownership and Carrying Amount
Voting Interest

Name of Company Principal Activities 2006 2005 2006 2005
% % $000 $000
Peter Webb Galleries Ltd NZ auctioneer 49 49 1,354 1,350
First East Auction Holdings Pty Ltd  Australian auctioneer 20 20 882 1,150
2,236 2,500

The reporting date of Peter Webb Galleries Ltd is 31 March, and the group’s share of the results of
operations for the year ended on that date has been included in the group financial statements. The 2006
results include 49% of profits for the entire year. (2005: On 1 October 2005 the company exercised

its rights to purchase a further 16% holding in Peter Webb Galleries Limited. From 1 April 2005 to 30
September 2005, a 33% share of profit was included and from 1 October 2005 to 31 March 20086, a
49% share of profit was included). Peter Webb Galleries Ltd is incorporated in New Zealand.

The reporting date of First East Auction Holdings Pty Ltd is 30 June. The 2006 results include 20% of
profits for the entire year (2005: The purchase of First East Auction Holdings Pty Ltd was completed on
24 December 2005. The group’s share of the results of operations from 1 January 2006 to 31 March
2006 has been included in the group financial statements). First East Auction Holdings Pty Ltd is
incorporated in Australia and trades as Bonhams & Goodman.

Parent

2006 2005
$ $

Carrying amount of investment in

associate
Carrying amount at beginning of year 2,499,695 1,175,444 1,349,545 1,175,444
Purchase of associate - 1,692,570 - 480,000
Expenses capitalised - 48,323 - -
2,499,695 2,916,337 1,349,545 1,655,444
Share of net surplus (214,797) (108,407) 53,514 2,336
2,284,898 2,807,930 1,403,058 1,657.780
Dividends received (49,333) (308,235) (49,333) (308,235)
Carrying amount at end of year 2,235,565 2,499,695 1,353,726 1,349,545
The carrying value is comprised of:
Cost 146,769 146,769 328,361 328,361
Share of associate post acquisition reserves 112,707 (78,500) 131,137 7,287
Goodwill 1,976,089 2,426,426 894,228 1,013,897
2,235,565 2,499,695 1,353,726 1,349,545
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Parent
2006 2005
$ $
Goodwill
Cost at beginning of year 2,639,178 819,750 1,196,694 819,750
Increase in goodwill - 1,819,428 - 376,944
Cost at end of year 2,639,178 2,639,178 1,196,694 1,196,694
Accumulated Amortisation:
At beginning of year (212,752) (81,975) (182,797) (81,975)
Amortisation expense for year (450,337) (180,777) (119,669) (100,822)
At end of year (663,089) (212,752) (302,466) (182,797)
Goodwill relating to associate at end of year 1,976,089 2,426,426 894,228 1,013,897
Associates Share of Net Surplus
Share of surplus before taxation 320,729 70,651 258,372 151,439
Share of taxation expense (85,189) (48,281) (85,189) (48,281)
Share of net surplus 235,540 22,370 173,183 103,158
Amortisation of goodwill (450,337) (130,777) (119,669) (100,822)
Share of total recognised revenues and (214,797) (108,407) 53,514 2,336

expenses
14. Other current assets

The group has made a loan to Imperial Productions Ltd of $75,000 (2005:$74,133). Imperial Productions Ltd
produces and manufactures toy soldiers and military units and operates in Greytown, Wairarapa.

The loan is secured over Imperial Productions Ltd stock. Payment of this loan was received in full in April

2006.
15. Loans
2006 2005
$ $

Loan from National Bank 516,422 250,000
Repayable as follows:
Current 139,811 250,000
Non current 376,611 -
Total 516,422 250,000

The loan is a fixed loan, at an interest rate of 8.60% and is repayable in monthly instalments of $11,650.
The loan is secured by a First Priority General Security Agreement over all present and after acquired
property of Mowbray Collectables Ltd.

16. Hire Purchase

2006 2005
$ $

Focus Capital Ltd — secured by phone system, interest at 14%, 6,964 11,606
repayable quarterly $1,160.66, due 09/07
Less future finance charges (594) (1,505)

6,370 10,101
Repayable as follows:
Not later than one year

4,136 3,731
Later than one year and not later than tV\.IO years 2234 4134
Later than two years and not later than five years ) 2936
IIei 6.370 10,101
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17.

18.

19.

Directors’ Remuneration

Directors’ remuneration for the year was M. C. Radford $18,625 and |. J. Halsted $11,000. J. R.
Mowbray, as managing director, received a salary of $150,000 and D.K. Heather, as finance director,

received a salary of $53,300.

Net Cash Flow from Operating Activities

Reconciliation of Statement of Financial Performance Surplus/(deficit)

with net cash flow from operating activities:

Reported surplus/(deficit) after taxation

Non cash items:
Loss on sale

Gain on sale
Depreciation
Amortisation

Deferred tax asset
Management fees
Interest

Dividends received
Income tax transferred
Associated share of net surplus

Movements in working capital excluding
Movements relating to purchase of
subsidiaries

(Increase)/decrease in inventories
(Increase)/decrease in receivables
Increase/(decrease) in payables
Increase/(decrease) in other payables &
accruals

Increase/(decrease) in tax payable

Net cash inflow/(outflow)

Operating Lease Commitments

Commitments in respect of non-cancellable
operating leases:

Not later than one year

Later than one year and not later than two
years

Later than two years and not later than five
years

Later than five years

Group Parent
2006 2005 2006 2005
$ $ $ $
(151,526) (169,775) (218,976) 209,040
- 32,822
(77,709) - - -
26,331 30,566 406 677
160,719 164,006 - -
(19,648) 2,701 979 (2,289)
- - (31,685) (34,863)
- = (119,153) (26,857)
- - (448,936)
- - (25,388) (10,544)
264,130 416,642 (4,180) 305,899
353,823 646,737 (179,021) (216,913)
(293,415) 143,741 ; )
(58,772) (202,313) 8,292 (8,542)
104,246 (46,978) (13,948) 3,337
59,467 13,687 26,178 31,850
82,029 (49,533) 21,116 (12,168)
(106,445) (141,396) 41,638 14,477
95,852 335,566 (356,358) 6,604
51,394 9,772
48,440 2,954
145,320 -
245,154 12,726
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20. Segmental Information

Total New Zealand Australia Eliminations
2006 2005 2006 2005 2006 2005 2006 2005
$ $ $ $ $ $ $ $
Total Revenue 4,145,754 3592,140 1754490 1,600,815 2485949 2,026,188 (94,685) (34,863)
Surplus/(deficit)
before income tax 163,261 1,393 95,075 100,188 228,906 103,534 (160,720)  (202,329)
Taxation 99,990 62,761 31,797 32,441 68,193 30,320 - -
Surplus/(deficit)
after taxation 63,271 (61,368) 63,278 67747 160,713 73,214 (160,720)  (202,329)
Total Assets 5701669 5452566 4,672,379 4,834,130 1725762 1,475,627 (696,472)  (857191)

The group operates in one industry only.

21. Financial Instruments

The Group is party to financial instrument arrangements as part of its everyday operations. These include
instruments such as bank balances, accounts receivable and trade creditors.

Fair Values

Cash, Receivables, Trade Creditors, Payables

The fair value of all financial instruments is equivalent to their carrying value disclosed in the Statement
of Financial Position.

Currency Risk

The Group is exposed to foreign exchange risk as a result of offshore funding activities and
transactions denominated in foreign currencies, arising from normal trading activities. The NZ dollar
equivalent of the unhedged net assets of the Group’s Australian subsidiaries at balance date was
$660,439 (2005: $580,067)

The directors do not consider it necessary to utilise financial derivatives to mitigate this risk.

Interest Rate Risk
The Group and Company have only one loan incurring interest which is with the National Bank at a

fixed interest rate. The directors consider that they have very little exposure to interest rate risk.

Credit Risk
In the normal course of its business, the Group and Company incur credit risk from its counterparties.

There is no significant concentration of credit risk.

In the normal course of its business, the Group and Company incur credit risk from trade debtors. A
maximum of 30 days credit is available for most trading. The Group's turnover was $4,091,645 and
there were $3,938 of bad debts (0.10%). The Group's credit policies are regarded as conservative
and fiscally prudent.

22. Subsequent Events

The board of directors declared a dividend of $325,668 on 11 May 2006. In accordance with FRS-
5 Events After Balance Date this dividend has not been provided for in the Statement of Financial
Position as at 31 March 2006

23. Commitments

There are no known commitments at 31 March 2006 (2005: $Nil)

24. Contingencies

There are no known contingencies at 31 March 2006 (2005: $Nil)
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AUDIT REPORT TO THE SHAREHOLDERS OF MOWBRAY COLLECTABLES LIMITED

We have audited the financial report on pages 6 to 19. The financial report provides information about
the past performance of Mowbray Collectables Limited and Group and its financial position as at 31
March 2006. This information is stated in accordance with the accounting policies set out on pages 9
and 10.

Board of Directors’ Responsibilities

The Board of Directors is responsible for the preparation of a financial report, which gives a true and fair
view of the financial position of Mowbray Collectables Limited and Group as at 31 March 2006 and of
the results of operations and cash flows for the year ended on that date.

Auditor’s Responsibilities

It is our responsibility to express an independent opinion on the financial report presented by the Board
of Directors and report our opinion to you.

Basis of Opinion

An audit includes examining, on a test basis, evidence relevant to the amounts and disclosures in the

financial report. It also includes assessing:

o the significant estimates and judgements made by the Board of Directors in the preparation of the
financial report ; and

+ whether the accounting policies are appropriate to the Company’s and Group’s circumstances,
consistently applied and adequately disclosed.

We conducted our audit in accordance with New Zealand Auditing Standards. We planned and
performed our audit so as to obtain all the information and explanations which we considered necessary
in order o provide us with sufficient evidence to give reasonabie assurance that the financiai report is
free from material misstatements, whether caused by fraud or error. In forming our opinion we also
evaluated the overall adequacy of the presentation of the information in the financial report.

Other than in our capacity as Auditors we have no relationship with or interest in Mowbray Collectables
Limited or any of its subsidiaries.

Unqualified Opinion
We have obtained all the information and explanations that we have required.

In our opinion:
e proper accounting records have been kept by Mowbray Collectables Limited as far as appears from
our examination of those records; and

¢ the financial report on pages 6 to 19:
- complies with generally accepted accounting practice in New Zealand; and
- gives a true and fair view of the financial position of Mowbray Collectables Limited and Group
as at 31 March 2006 and the results of operations and cash flows for the year ended on that
date.

Our audit was completed 30 May 2006 and our unqualified opinion is expressed as at that date.

Martin Jar{e PKF
Chartered Accountants
Wellington, New Zealand

3rd Floor | 85 The Terrace | PO Box 1208 | Wellington
Phone +64 4 472 7919 | Fax +64 4 473 4720
Email info@mijpkf.co.nz | www.martinjarviepkf.co.nz

Martin Jarvie PKF is an independent member of PKF International




