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Pacifica Group Limited today announced a net profit of $15.2 million Pacica enqiviesGlacics.avm.au
after significant items for the year ended 31 December 2006. This is in
line with the forecast contained in the company’s Target’s Statement,
after allowance for costs associated with the Bosch offer.

In summary, the year to 31 December 2006 included:

o Sales of $838.5 million, an increase of 4% over the comparable
period

¢ Net profit before significant items of $22.8 million compared to the
Target’s Statement forecast of $22.2 million. This is down 6% from
$24.2 million in 2005 and reflects the combination of:

- Difficult trading conditions in the Australian and North
American markets, particularly in the second half

- Animproved performance from the Asian operations,
reflecting the emerging benefits of the expanded local
manufacturing base

- Astrong performance from AP lItalia, as supply to further N y i
new programs commenced ~

¢ Significant items amounting to a net charge of $7.6 million
(compared to a charge of $12.5 million in the prior year)

e Sound operating cash flow of $71.0 million, compared to $76.6
million in 2005

e Year end gearing of 64%, down from 71% at 31 December 2005

Commentary

“The full year result for 2006 is a disappointing one, particularly after
the encouraging opening half that we reported in early August,” said
Pacifica’s Managing Director, Mr John MacKenzie. “As we advised to
the market, our second half performance was adversely affected by
reduced production schedules from our key customers in both the
Australian and North American markets, as well as the repercussions of
considerable upheaval in the domestic supplier base.”

North America

Pacifica’s North American business registered an increase in sales
revenue of approximately 13%, assisting a modest expansion in
operating margin. The Knoxville plant recorded increased volumes and




profitability following the commencement of supply to General Motors’
GMT900 light truck platform. In contrast, the Columbia plant’s
performance was constrained by a greater than expected drop in demand
for a GM mid-sized light truck platform (GMT360), and by weaker
passenger car volumes.

“The key GMT900 platform has performed broadly in line with
expectations, however our overall volumes in North America have
suffered from the unexpected degree of softening in demand for
passenger cars and mid-sized trucks,” said Mr MacKenzie. “The
outlook for volumes in North America remains uncertain, with the
original equipment manufacturers (OEMS) reducing first half production
schedules to tackle inventory levels and accommodate lower fleet sales.
In what remains a relatively high fuel cost environment, the likely
direction of overall North American light truck volumes is also unclear,
with the impact of the new Lambda crossover vehicle being too early to
assess.”

Australia

A 20% drop in automotive revenue in Australia reflected the relocation
of export Banksia park brake volumes to Thailand, which commenced in
late 2005, and the impact of an 18% drop in locally produced vehicle
volumes during the year. The second half did, however, benefit from the
commencement of supply of new products to Toyota’s export Camry, as
well as supply to Holden’s VE Commodore.

“PBR Australia was always going to record a lower 2006 result,
following the decision to relocate Banksia production to Thailand,” said
Mr MacKenzie. “However, we were surprised by the degree of softness
experienced in local vehicle volumes, a trend which shows no immediate
sign of improving. In addition, the business had to cope with the effects
of extensive structural change in the domestic automotive industry
supplier base.”

Europe

AP ltalia has built on a strong first half performance to produce a 31%
rise in full year sales and a 77% increase in earnings. This result has
been buoyed by the new contracts progressively coming on stream over
the year and the operational efficiencies that have been realised through
increased volumes and application of PBR’s Global Manufacturing
System.

“Since its acquisition in 2003, AP Italia has been a valuable addition to
Pacifica’s global spread of automotive interests,” said Mr MacKenzie.
“We anticipate further sales growth from AP Italia in 2007, as the full
effect of supply to new programs overrides what is expected to be a
relatively flat vehicle demand environment in Europe. Earnings,
however, will be tempered by rising raw material costs, resulting in a
relatively flat contribution.”
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Asia

The Asian operations contributed a significantly improved result in
2006, with EBIT more than doubling to $7 million, reflecting the
relocation of Banksia production to Thailand and the realisation of
benefits from the reduced cost base that has been established. This
outcome was lower than originally anticipated owing to the greater than
expected decline in caliper and park brake volumes associated with
GM’s mid-sized light truck platform. The newly-constructed iron
foundry in Dalian is progressing well, with commissioning trials now
underway.

“Qur strategy of creating a world-competitive manufacturing footprint in
the Asian region has been achieved broadly in line with plan,” said Mr
MacKenzie. “The next phase of our regional strategy is to directly
participate in the growth opportunities presented by the local automotive
market. Whilst relatively small in volume terms, we commenced supply
of calipers, rotors and park brakes to Shanghai GM in early 2007.”

Friction Materials

FMP Australia has again performed poorly. Whilst operating losses
remain at a modest level, the business continues to be affected by the
prolonged softness in aftermarket conditions and fierce competition from
imported product. Subsequent to year end, restructuring activity has
taken place at the Ballarat plant in order to realign FMP’s cost base to
current demand levels. Whilst associated costs will be recognised in
2007, this action is expected to benefit FMP’s longer term profitability.

Significant Items

Significant items recognised in the year amounted to a net charge of $7.6
million, compared to the $6.8 million (after inclusion of $1.4 million of
costs associated with the Bosch offer) contained in the Target’s
Statement forecast. The bulk of the difference relates to the costs
incurred in respect of Global Engineered Fasteners. They comprise:

e Profit on sale of Melwire of $1.8 million, following the sale of this
residual component of the former Construction Products Division on
1 May 2006.

e Reversal of impairment loss on Delphi receivable of $0.8 million,
following its sale in the credit default market. The related proceeds
of approximately $9 million were received in July.

e Costs associated with the Bosch offer of $1.4 million.

e Costs associated with the underwriting of Global Engineered
Fasteners (GEF) of $3.5 million. In order to ensure the continuation
of supply of required components from GEF, following its placing
into administration on 7 August 2006, Pacifica and other automotive
customers entered into a Deed with GEF to underwrite any shortfall
between GEF’s trading revenue and its expenses, including those of
the administrator. On 28 November 2006 the Deed was terminated
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following the appointment of a receiver to GEF. This served to pull
forward costs originally expected to be incurred in 2007, but has also
resulted in a lower than anticipated overall cost associated with the
GEF underwriting. Pacifica has successfully re-sourced all related
components without disruption to production.

e Impairment to carrying value of FMP Australia of $4.4 million. As
previously foreshadowed, the Board has reviewed the carrying value
of Pacifica’s 49% interest in FMP Australia and, in light of this
business’ continuing poor operating performance, has determined to
write off all related goodwill.

¢ Rationalisation and asset writedown costs of $0.8 million, largely
associated with the relocation of Banksia park brake production to
Thailand.

Cash Flow

Operating cash flow declined slightly to $71.0 million, after a second
half which was bolstered by settlement of the Delphi receivable in July.
Full year capital expenditure amounted to approximately $54 million,
with major components being the Dalian foundry and the installation of
equipment in Australia to accommodate new business volumes. At
64%, year end gearing (net debt to equity) fell closer to the company’s
targeted 55-60% range. Interest cover at the EBITDA level remained
sound, of nearly 10 times.

Dividend

As it was a defeating condition of the offer from Bosch that Pacifica
may not declare or pay a dividend during the offer period, the Board was
not in a position to consider dividends relating to the second half of the
2006 financial year. In its Bidder’s Statement, Bosch proposed a review
of Pacifica’s dividend policy upon change of control.

Bosch Offer

As advised to the ASX on 23 February 2007, the Bosch offer has been
declared unconditional and will close on 4 March 2007. Bosch now has
a relevant interest in over 50% of Pacifica’s issued capital.

In light of a likely continuation of the challenging industry conditions
which have adversely affected Pacifica’s reported earnings in 2006, the
Board reiterates its support of the Bosch offer in the absence of a higher
offer. The Board believes that an acquisition of Pacifica by a large
global automotive supplier, such as Bosch, is in the best interests of the
company and its shareholders.

Outlook

“As we indicated in our Target’s Statement, our expectation is that the
challenging industry conditions currently prevailing will extend into the
foreseeable future,” said Mr MacKenzie. “Whilst our European business
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continues to perform well and our Asian strategy is progressing to plan,
there is significant pressure on our overall performance from increased
input costs and from the decline in vehicle volumes being experienced
by key customers in both Australia and North America. The outlook for
both those markets is uncertain, notwithstanding the release of new
vehicle platforms.”

“In addition, Bosch has indicated that it intends to conduct a general
operational review of the company. The outcome of this could of course
have an influence on the future performance and direction of the
company,” said Mr MacKenzie.

It should also be noted that, following Bosch’s receipt of acceptances for
more than 50% of Pacifica’s issued capital, the company will bear
approximately $10 million of after tax costs effective on the change of
control, including the accelerated non-cash expense of share-based
payments of approximately $6 million. This is in line with estimates
provided in the Target’s Statement.

For further information:
John MacKenzie
Managing Director
Pacifica Group Limited
Tel. (03) 9575 2470

&> Pacifica

Pacifica Group Limited
ACN 006 530 641

264 East Boundary Road

East Bentleigh Victoria 3165 Australia
Telephone (613) 9575 2222

Facsimile (613) 9575 2411
http/fwww:. Pacifica.com.au
Pacifica_enquiries@Pacifica.com.au



FINANCIAL SUMMARY
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Pacifica Group Limited
FINANCIAL SUMMARY 2006 2005 % AR o
Year ended 31 December $000 $000  change 264 East Boundary Road

East Bentleigh Victoria 3165 Australia
Sales revenue 838,531 803,769 +4% Telephone (613) 9575 2222
EBITDA 115932 109,397 +6% Facsiialle (613) 573 2911
Depreciation and amortisation (63,870) (56,789)  +12% h%mpaf'ﬁ“;fm:;”
EBlT 52 062 52 608 _1% Pacifica_enquiries@Pacifica.com.au
Net profit before significant items 22,793 24,179 -6%
Earnings per share (before significant 16.8 17.8 -6%
items) (¢)
Significant items after tax (7,571)  (12,477)
Net profit after significant items 15,222 11,702 +30%
Earnings per share (after significant 11.2 8.6 +30%
items) (¢)
Operating cash flow 71,011 76,624 -1%
Return on equity (%) 9.0 9.8




