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NATIONAL HIRE

NATIONAL HIRE CONSISTS OF:

= WHOLLY OWNED EQUIPMENT SALES AND SUPPORT BUSINESS

OPERATING UNDERTHE ALLIGHT NAME

* 47.15% INVESTMENT IN COATES GROUP HOLDINGS PTY LTD

ALLIGHT - EQUIPMENT SALES
AND SUPPORT

Allight specialises in the manufacture, sale and support of
industrial lighting towers, dewatering pumps, generators
and diesel engines which are supplied to a wide variety
of markets. Allight sees the innovation, service, support
and quality of its products being the key to its continued
growth both domestically and internationally. Over the
past financial year, Allight has delivered on its vision with
the introduction of new products to the international
marketplace, the strengthening of its support capabilities
and the continued global expansion of the Allight

dealer network.

Since 1988, Allight has been providing equipment
solutions across the globe and has grown over the last
twenty years to employ over 120 people in Australia.
With sales offices in Australia and the USA, it also has a
growing network of authorised Allight dealers with
representation on almost every continent. During FY08,
Allight signed new dealers in North Africa, the Middle
East, the USA and South America, taking its products to
the mine sites, construction sites, agricultural industries,
rental markets and events sectors around the world.

Based in Perth, Western Australia, Allight has
engineering, product design and production facilities
which ensures all manufactured products comply with
ISO standards. Extensive research and testing is
undertaken by Allight's Research & Development division
for all manufactured equipment, ensuring that it meets
and exceeds both customer and industry requirements.

Over the past financial year, Allight has introduced the
NIGHTSHIFTER® range of mobile lighting towers to the
international market. In the past, Allight's target market

for its lighting towers has centred around the mining and
exploration industry. With the launch of the versatile and
compact NIGHTSHIFTER®, that market has expanded to
incorporate the construction, rental and events markets
and Allight is confident of similar results with the
NIGHTSHIFTER® release to the Australian market

in FY09.

The extensive range of Allight engineered and
manufactured equipment includes Allight® mobile lighting
towers and Allight® pumps. Allight is also proud to be
recognised as a distributor for some of the world’s
leading manufacturers of industrial equipment, including
FG Wilson Diesel and Gas Generators, Perkins and
Perkins Sabre Diesel Engines, Geminiani Power Packs,
Godwin Pumps and Loadtec Digital Solution Load Banks.

Allight’s Service and Support division has experienced
extensive growth in FY08. The division includes fully
equipped and accredited workshop facilities together
with full onsite service, commissioning and installation
support, and preventative maintenance. The growth of
this division over the past year has brought about a new
apprenticeship program for talented mechanical and
electrical technicians, making provision for continued
growth in the future. The division also combines the
highest level of customer service with an extensive
inventory of spare parts for all manufactured and
distributed products, as well as some third party
equipment. Coming into FY09, Allight’s inventory

of over 80,000 parts will be available world wide

with the launch of its online Webstore.
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COATES GROUP

The merger of Coates Hire Limited and National Hire's
Rental Services business in January 2008 via a Carlyle
and National Hire consortium firmly established Coates
Group as the number one rental company in Australia.
Revenues in excess of $540 million were generated by
the newly merged entities in the period from 9 January
to 30 June 2008. Integration is on track and synergies
are expected to be in excess of $30 million.

Coates Group has 120 years experience in the industry,
supplying to a wide variety of markets including
Residential and Non-Residential Building Construction,
Industrial & Maintenance, Mining & Resources, Civil and
Infrastructure, Government and the Events market.

With over 200 branches and satellite locations and its
own maintenance and transport capabilities, Coates
Group is well positioned to satisfy the equipment hire
needs of an ever increasing customer base.

Coates Group's overseas operations include Coates
Offshore in the UK providing specialised equipment to
offshore oil and gas operations and Coates Hire Indonesia
supporting the mining and resource sector.

Today Coates Group incorporates the following divisions:

Coates: provides a range of compaction, access,
generator, compressor, lighting towers, welding and
general equipment, portable buildings, commercial
buildings, portable toilets, temporary fencing, and
containers. Coates also specialises as a supplier in the
hire of dewatering pumps, shoring, traffic management,
confined space and laser equipment.

Coates Hire Indonesia: is a response to the strong
demand for power generation, dewatering pumps,
lighting towers and a range of other equipment in
the mining, oil, gas and civil construction markets

in Indonesia.

Coates Offshore: serves the needs of the global
offshore industry via its operations in Europe and the Asia
Pacific, specialising in providing compressed air, power,
welding & lighting equipment.

Allied: hire and sales of large earthmoving equipment
predominantly to the mining industry but with products
suited to the heavy and civil construction markets as well.
Allied is based in Perth and operates throughout
Australia.

The wide variety of businesses and markets in which
Coates Group participates provides a sound platform for
continued growth both in product range and geographic
coverage, thus enabling it to further enhance its service
to customers.



WITH A SOLID PLATFORM FOR
GROWTH, NATIONAL HIRE IS
COMMITTED TO PURSUING
FURTHER OPPORTUNITIES THAT
WILL ASSIST IN EXPANDING
THE EQUIPMENT SALES

AND SUPPORT BUSINESS.




REPORT FROM THE

CHAIRMAN & MANAGING DIRECTOR

JOHN LANGOULANT

Chairman

ANDREW AITKEN
Managing Director

WE ARE PLEASED TO PRESENT THIS YEAR’'S ANNUAL REPORT TO OUR
SHAREHOLDERS, WHICH ILLUSTRATES THE NEW NATIONAL HIRE FOLLOWING
THE ACQUISITION OF COATES HIRE LIMITED, AUSTRALIA'S LARGEST EQUIPMENT
HIRE COMPANY, IN CONJUNCTION WITH THE CARLYLE GROUP.

This was a landmark transaction for National Hire

and the resultant structure means we have exchanged
full ownership of the #2 general equipment hire company
in Australia for a 47% investment in the #1 equipment
hire company in Australia.

HIGHLIGHTS

e Completed the acquisition of Coates Hire Limited
(Coates Hire), in conjunction with The Carlyle Group,
and the transfer of National Hire Rental Services
business on 9 January 2008

— Integration of rental businesses progressing well

— Estimated minimum of $30 million of pre-tax
synergies still expected to be realised

Raised $86 million cash via placement of new National
Hire shares at $3.00 each to Elph Pty Ltd

Wholly owned Allight equipment sales and support
business performing well

— Sold 6,000th Australian manufactured lighting tower

— Commenced global supply of new lighting tower
products assembled in China

Net cash of $18.5 million and $nil debt as
at 30 June 2008

e Management and board changes

— Andrew Aitken appointed Managing Director

— Ray Romano and Stephen Donnelley moved to
Coates Group

— Dale Elphinstone, John Langoulant, Stephen
Donnelly, Jim Walker and Richard Court became non-
executive directors

¢ National Hire head office moving to Perth — location
of Allight head office

COATES HIRETRANSACTION

On 9 January 2008, National Hire, in conjunction with
The Carlyle Group (Carlyle), completed the acquisition of
all the outstanding shares in Coates Hire. The offer was
$6.59 per Coates Hire share, comprising $6.06 cash and
a special dividend of $0.53 cents per share, valuing the
total equity of Coates Hire at $1.7 billion.

National Hire and Carlyle established Coates Group Pty
Limited (Coates Group) (formerly Ned Group Holdings
Pty Limited) to acquire Coates Hire via a scheme of
arrangement. We transferred our Rental Services
business (including all rental related assets and liabilities)
and $70 million cash to Coates Group for a total value of
$348 million in return for a 47% economic interest in
Coates Group. Carlyle also has a 47% equal economic
interest in Coates Group, with the balance being held by
financial investors. National Hire and Carlyle each hold a
50% effective voting interest in Coates Group.

National Hire's investment in Coates Group is accounted
for as an associate using the equity method of accounting.

SHARE PLACEMENT

As part of the Coates Group transaction, National Hire
made a share placement of 28,657,143 new National Hire
shares at $3.00 each to Elph Pty Ltd on 31 December
2007 to raise approximately $86.0 million cash. Elph Pty
Ltd is a company associated with Mr Dale Elphinstone,
the principal of William Adams Pty Limited, Caterpillar’s



dealer in Victoria and Tasmania. Mr Elphinstone joined the
National Hire board on 30 January 2008.

Proceeds of the issue were used to fund our

$70 million cash contribution for our interest in Coates
Group, with the balance to be used for working capital
purposes going forward. At year end, we had net cash
of $18.5 million on our balance sheet.

RESULT FORYEAR ENDED 30 JUNE 2008

Reported net profit after tax for the year ended

30 June 2008 was $42.5 million, which compared to

a net profit of $19.3 million in FY07. The 2008 result
included a profit from discontinued operations of

$37.8 million which comprises a consolidated after tax
profit of $25.9 million on the transfer of the Rental
Services business to Coates Group as part of the Coates
Group transaction and a net profit contribution from the
Rental Services business of $11.9 million for the period
from 1 July 2007 to its transfer on 9 January 2008.

On a continuing operations basis, we reported a net
profit after tax of $4.7 million, an increase of 143%
over the $1.9 million net profit in FY07. Continuing
operations include the equipment sales and support
business operated by our wholly owned subsidiary
Allight Pty Ltd. National Hire also benefits from its
equity interest in Coates Group.

Dividend

The directors declared a fully franked final dividend of
2.0 cents per share, bringing the full year dividends to
6.0 cents per share, fully franked.

Public Shareholders

National Hire Carlyle

100% 47%

Allight Equipment
Sales & Support
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Summary Results
12 months ended 30 June

(SMILLION) 2008
Revenue from

continuing operations 84.1
EBITDA 6.1
Depreciation & amortisation (0.7)
EBIT 5.4

Finance costs 8

Share of profit of equity

accounted investees 1.2
Profit before tax 6.6
Tax expense (1.9)

Net profit after tax from
continuing operations 4.7

Profit from discontinued
operations 378

Reported net profit
after tax 42.5

EPS from continuing
operations (cents) 3.50

DPS relating to year'’s
earnings fully franked (cents) 6.0

Financial Investors

47% 6%

Coates Group Holdings

Senior &
Subordinated debt

Coates Hire Operations Banks

100%

100%

MERGER OF

National Hire Rental Business RENTAL OPERATIONS Coates Hire Limited

%’s rounded to nearest whole

2007 CHANGE

69.3
35
(0.6)
2.9
(0.4)

25
(0.6)

1.9

174

19.3

1.61

8.0

21%
76%
23%
86%

158%

143%

118%

120%

M17%

(25%)



REPORT FROM THE

CHAIRMAN & MANAGING DIRECTOR

BALANCE SHEET

As at 30 June 2008 total assets were $407.7 million. The
largest asset on the balance sheet was our investment in
Coates Group which was shown at the equity accounted
amount of $309.9 million.

As at 30 June 2008, National Hire had no debt on its
balance sheet and net cash of $18.5 million available to
fund both organic and acquisitive growth opportunities.

Net tangible asset backing per share was $2.29.

OPERATIONAL COMMENTARY
1. Allight - Equipment Sales and Support

The principal activities of the business relate to the
manufacture, assembly, sales and support of lighting
towers, power generation and dewatering equipment,
as well as the distribution and support of Perkins
engines, FG Wilson power generation sets and

HJ Godwin wet ends. The business operates under the
Allight, FG Wilson, HJ Godwin and Perkins brand names.

The business was not transferred to Coates Group and
is operated by Allight Pty Ltd, a wholly owned subsidiary.

The sales revenue of the equipment sales and support
division increased by 21% to $84.1 million in FY08.

This was driven by continued strong sales growth for
lighting towers from the mining sector in Australia and
offshore. During the year, Allight produced its 6,000th
Australian-manufactured lighting tower and commenced
sales of new lighting tower products assembled at
WesTrac's facilities in Tianjin, China. Allight will retain its
manufacturing operations in Australia with the production
from China expected to primarily supply export markets.

National Hire has executed a 5 year preferred supplier
agreement with Coates Group which is expected to
underpin volume and margins in the equipment sales
and support business going forward.

National Hire's net cash position provides a strong
capital incentive to fund further growth in Australia
and internationally.

National Hire is relocating its head office from Sydney
to Perth where the Allight head office is based.

2. Coates Group

The integration of Coates Hire and National Hire's
Rental Services businesses is progressing well and the
estimated minimum of $30 million of pre-tax synergies
is still expected to be realised.

Coates Group is the leading equipment hire business
in Australia and is in the Top 10 worldwide.

As previously highlighted, National Hire accounts for

its interest in Coates Group on an equity accounted
basis, ie share of profits. Our FY08 share of profits was
$1.2 million for the period of ownership from 9 January
to 30 June 2008, with FY09 to include a full 12 month
contribution from Coates Group. The investment is
carried in National Hire's balance sheet at $309.9 million.

Summary of Coates Group Audited Results

FOR THE PERIOD FROM

9 JANUARY TO 30 JUNE 2008 ($MILLION)
Revenue $543.0
EBIT * $116.4
Profit before tax $4.0
Profit after tax $2.5

*EBIT includes significant items representing non-recurring costs related
to the completion of the Coates Group transaction and business
integration, to the value of $25.7 million.

On 3 June 2008, Ray Romano assumed the role of
interim CEO of Coates Group following the resignation



of Mr Malcolm Jackman after five successful years

as CEO of Coates Hire. The Coates Group board has
instituted an international search to secure a new CEO
to lead the next stage of Coates Group's development.

MANAGEMENT AND BOARD CHANGES

During the year and as a consequence of the Coates
Group transaction, we had a number of management
and board changes.

Andrew Aitken, previously a non-executive director,

was appointed Managing Director of National Hire in
May 2008. This followed the resignation of

Stephen Donnelley who took up an executive role

with Coates Group. Stephen Donnelley will continue

as a non-executive director of National Hire. Ray Romano,
previously our Executive Chairman and now interim CEO
at Coates Group, resigned from the board effective

25 June 2008.

We want to record the board’s thanks to Ray Romano
and National Hire's founder Stephen Donnelley for their
energy, drive and commitment in building the National
Hire businesses. They have left us well placed to
maximise further growth opportunities.

In other changes, Peter Gammell resigned from the board
in May 2008 but continues in his role as the Chairman of
Coates Group. John Langoulant, CEO of Australian
Capital Equity Pty Limited, was appointed to the board in
May 2008 and became Chairman in June 2008. Further,
Dale Elphinstone was appointed to the board in January
2008 and Jim Walker was appointed in June 2008.

Both Dale Elphinstone and Jim Walker have extensive
sales and support experience through their lengthy
association with Caterpillar dealerships.
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Post balance date on 29 July 2008, we were delighted
to announce the appointment to the board of Mr Richard
Court. Richard Court is also a director of WesTrac Pty
Limited and was a director of Allight Holdings Pty Ltd
prior to its acquisition by National Hire.

PEOPLE & CUSTOMER FOCUS

Every year National Hire's staff demonstrates that they
are critical to the company's success with the depth and
diversity of our workforce being a key strength of both
the Equipment Sales and Support and Coates Group
businesses. We commend wholeheartedly all staff for
their hard work, dedication and enthusiastic support.

National Hire recognises that success comes from
meeting and exceeding customer service needs every
single time they do business with us. We greatly value
our relationships with customers and we strive to
continually show that this is the case.

OUTLOOK

With a solid platform for growth, National Hire is
committed to pursuing further opportunities that will
assist in expanding the equipment sales and support
business. This will be done by leveraging off the Coates
Group relationship, building export markets and extracting
improvements in distribution networks and production.

Finally, we would like thank our customers, suppliers,
staff and shareholders for their support during the year.

John Langoulant
CHAIRMAN

Andrew Aitken
MANAGING DIRECTOR
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e Completed the acquisition of Coates Hire Limited,
in conjunction with The Carlyle Group, and the
transfer of National Hire Rental Services business
on 9 January 2008

— Integration of rental businesses progressing well
— Estimated minimum of $30 million of pre-tax
synergies still expected to be realised

e Raised $86 million cash via plaéement of new
National Hire shares at $3.00 each to Elph Pty Ltd

e Wholly owned Allight equipment sales and
support business performing well

— Sold 6,000th Australian manufactured
lighting tower

— Commenced global supply of new lighting
tower products assembled in China

¢ Net cash of $18.5 million and $nil debt
as at 30 June 2008

e Management and board changes
— Andrew Aitken appointed Managing Director

— Ray Romano and Stephen Donnelley moved
to Coates Group

— Dale Elphinstone, John Langoulant, Stephen
Donnelly, Jim Walker and Richard Court became
non-executive directors

¢ National Hire head office moving to Perth —
location of Allight head office
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DIRECTORS’ REPORT

Your directors present their report on the consolidated entity
(referred to hereafter as the group) consisting of National Hire Group
Limited and the entities it controlled at the end of, and during, the
financial year ended 30 June 2008.

DIRECTORS

The following persons were directors of National Hire Group Limited
during the whole or part of the financial year and up to the date of
this report:

John Langoulant

Non-executive director, Chairman
Appointed May 2008

Mr Langoulant graduated from the University of Western Australia
and is the Chief Executive of Australian Capital Equity Pty Limited.
Between 1995 and 2004 Mr Langoulant held the position of Under
Treasurer of the Western Australian Treasury department, having
joined Treasury in 1988. He was the Chief Executive Officer of the
Chamber of Commerce and Industry of Western Australia between
2004 and 2008.

Mr Langoulant has a range of other interests through a number

of bodies. These include being a Senator University of Western
Australia, Chair of the Board of the Telethon Institute for Child Health
Research, member of the Board of the Western Australian Ballet and
the Committee for Perth. Mr Langoulant is also a member of the
Council of Australian Governments' Reform Council.

Special responsibilities
* audit committee (appointed 5/6/08)
* remuneration committee (appointed 5/6/08)

Andrew Aitken

Managing director
Appointed December 2004

Mr Aitken was a non-executive director up until his appointment
as Managing Director in May 2008.

Mr Aitken joined Australian Capital Equity Pty Limited in 2003
where his focus has been on the development of its equipment
rental businesses.

Prior to coming to Australia in 2003, Mr Aitken worked in the South
African financial services industry for 13 years. The majority of his
experience was as Managing Director of various funds management
and private banking operations. As a result of the consolidation of
the industry, Mr Aitken has been involved with the integration and
merger of a number of financial services businesses. Mr Aitken was
most recently employed by Nedbank, one of the largest banking
groups by assets in South Africa. Nedbank is a subsidiary of Nedcor
Limited, a company listed on the Johannesburg Stock Exchange.

Mr Aitken holds a Bachelor of Commerce degree and an honours
degree from the University of Natal and the University of Cape Town
respectively and a post graduate diploma in social studies from
Oxford University.

Hon. Richard Court, AC

Non-executive director
Appointed July 2008

Mr Court was Premier and Treasurer of Western Australia from
1993-2001. He retired from Parliament after 19 years as the Member
for Nedlands. He was appointed Companion in the General Division
of the Order of Australia in June 2003 for service to the Western
Australian Parliament and to the community.

His Government led the LNG marketing push into new markets, the
successful deregulation of the Western Australian gas markets and
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the successful privatisations of SGIO, BankWest, AlintaGas, Westrail
Freight and the Dampier to Bunbury Natural Gas Pipeline.

Mr Court holds a Bachelor of Commerce degree from the University
of Western Australia.

Mr Court is a director of WesTrac Pty Ltd, chairman of Resource
Investment Strategy Consultants and a senior advisor to KPMG.
Listed public company directorships held during the last three years
are GRD Limited and Iron Ore Holdings Ltd.

Special responsibilities
° audit committee (appointed 22/8/08)

Dale Elphinstone

Non-executive director
Appointed January 2008

Mr Elphinstone is the Executive Chairman of the Elphinstone/
William Adams group of companies, which includes the Caterpillar
Dealerships in Victoria and Tasmania and other business interests

in Australia and New Zealand. He is a Director of Caterpillar
Underground Mining Pty Ltd. Listed public company directorship
held during the last three years is Queensland Gas Company Limited.

Special responsibilities
° audit committee (appointed 30/1/08)

Stephen Donnelley ° nomination committee (appointed 5/6/08)
Non-executive director °  remuneration committee (appointed 5/6/08) 1
Appointed December 1996 e safety, health and environmental committee (appointed 5/6/08)

Mr Donnelley is a senior executive of Coates Group Holdings Pty
Limited with a focus on the integration of the Coates and National
Hire rental businesses which came together in January 2008.

Mr Donnelley has over 20 years experience in the equipment

hire industry, both as employee and principal. Mr Donnelley was
Managing Director of National Hire from 1988 to May 2008 being
its founder and having been involved with the company since 1981.
He is also a member of the Hire and Rental Association of Australia,
an association of which he was previously a Vice President and a
President and Vice President of its NSW region.

Special responsibilities
° audit committee (appointed 5/6/08)
° nomination committee (Chairman) (appointed 5/6/08)

* safety, health and environmental committee (Chairman) o
(appointed 12/3/04) Non-executive director

Appointed March 2004

Clive Isenberg

Mr Isenberg is an associate of the Institute of Chartered
Accountants in Australia, a fellow of the Certified Practising
Accountants and a graduate of accounting. Mr Isenberg was until
August 2004 the Managing Director of Scottish Pacific Business
Finance Pty Ltd, a position he held for 18 years. Mr Isenberg has
also held the position of General Manager of St.George Bank
Business Customer Division. Mr Isenberg is the founder and
chairman of the Institute for Factors and Discounters of Australia
and was chairman of Factors Chain International (an international
association of leading cash flow financiers) between 1997 and 1999.
Mr Isenberg has extensive experience in financial services and
for many years was a director of Bank of Scotland subsidiaries in
Australia including Capital Finance Ltd, BOS International Ltd and
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the holding company of Bank of Western Australia. Mr Isenberg is
Managing Director of Octet Finance Pty Ltd, a company providing
business to business unsecured import credit facilities between
Australia and China.

Special responsibilities

* audit committee (Chairman) (appointed 12/3/04)

* nomination committee (appointed 25/6/04)

* remuneration committee (Chairman) (appointed 12/3/04)

James Walker

Non-executive director
Appointed June 2008

Mr Walker is the Managing Director of WesTrac Pty Limited and
Chairman of WesTrac China Limited.

WesTrac Pty Ltd is the dealer for Caterpillar in Western Australia,
New South Wales and the ACT as well as provinces in North East
China. WesTrac is a Western Australian owned company with over
4,000 employees.

Prior to his employment at WesTrac Pty Ltd, Mr Walker spent
considerable time with other Australian Caterpillar dealers, namely
Hastings Deering and Morgan Equipment and the Bougainville
Dealership in PNG.

Special responsibilities
* audit committee (appointed 22/8/08)
* safety, health and environmental committee (appointed 22/8/08)

Dale Elphinstone, John Langoulant, James Walker and Richard Court
were appointed directors by the board on 30 January 2008, 12 May
2008, 25 June 2008 and 29 July 2008 respectively and continue in
office at the date of this report.

John Star was a director from the beginning of the financial year
until his resignation on 24 October 2007

Peter Gammell was a director from the beginning of the financial
year until his resignation on 12 May 2008.

Raymond Romano was a director from the beginning of the financial
year until his resignation on 25 June 2008.

The relevant interest of each director in the shares, rights or options
over such instruments issued by the companies within the group,
at the date of this report or otherwise indicated where the person
has ceased to be a director are as follows:

ORDINARY
NAME SHARES OPTIONS
J Star (until 24/10/07) 45914 -
S Donnelley 1,991,877 261,000
R Romano (until 25/6/08) 37000 -
D Elphinstone 29,500,000 -

COMPANY SECRETARY

The company secretary is Mr Ray Harman. Mr Harman was
appointed to the position of company secretary in 2004 and prior
to that, held the position of Chief Financial Officer for three years.
Prior to joining National Hire, Mr Harman was company secretary
and financial controller of a publicly listed commercial construction
company.

Mr Harman is a fellow of the Certified Practising Accountants,
a fellow of the Chartered Institute of Secretaries and a member
of the Finance and Treasury Association.

Relevant interest in the shares, rights or options over such
instruments issued by the companies within the group, at the date
of this report or otherwise indicated are as follows:

ORDINARY
NAME SHARES OPTIONS
R Harman 96,727 90,000




MEETINGS OF DIRECTORS
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The numbers of meetings of the company's board of directors and of each board committee held during the year ended 30 June 2008,

and the numbers of meetings attended by each director were:

SAFETY,
HEALTH AND

ENVIRONMENTAL AUDIT REMUNERATION NOMINATION

NAME BOARD COMMITTEE COMMITTEE COMMITTEE COMMITTEE
HELD  ATTEND HELD  ATTEND HELD  ATTEND HELD  ATTEND HELD  ATTEND

J Star (resigned 24/10/07) 8 8 1 1 3 3 - - 1 1
S Donnelley 19 19 2 2 - - - - - -
C Isenberg 19 16 - - 5 5 2 2 1 1
R Romano (resigned 25/6/08) 19 19 2 2 - - - - 1 1
A Aitken 19 19 - - 5 5 2 2 - -
P Gammell (resigned 12/5/08) 17 16 - - 5 4 2 2 - -
D Elphinstone (appointed 30/1/08) 8 6 - - 2 1 - - - -
J Langoulant (appointed 12/5/08) 2 2 - - - - - - - -

J Walker (appointed 25/6/08) - - -

Held indicates the number of meetings held while that director was a member of the committee.

PRINCIPAL ACTIVITIES

The principal activities of the group during the course of the financial

year were:

* the hire of general equipment, access equipment, temporary
site accommodation, toilets, mobile lighting equipment, power
generation and dewatering pumps through the Cat Rental
Store branches in NSW, ACT, WA and National Hire branches
in other states;

* manufacture, assembly and sale of mobile lighting, power
generation and dewatering equipment; and

* distribution of Perkins engines, FG Wilson power generation
sets and parts.

In January 2008, the group transferred its rental service business,
a separate business segment (refer to note 3 to the financial

statements) as part of their equity contribution to acquire all of the
outstanding shares in Coates Hire Limited, with The Carlyle Group.

There are no other significant changes in the nature of the activities
of the group during the year.

DIVIDENDS

Dividends paid to members during the financial year were as follows:

2008 2007
$'000 $'000
Final ordinary dividend for the year 5,985 4,783

ended 30 June 2007 of 5 cents per
share (2006: 4 cents)

Interim ordinary dividend for the year 5,923 3,586
ended 30 June 2008 of 4 cents per
share (2007: 3 cents)

11,908 8,369

Since the end of the financial year the directors have declared a final
fully franked ordinary dividend for the year ended 30 June 2008 of 13
2 cents (5 cents per fully paid ordinary share at 30 June 2007) to be
paid on 10 October 2008 out of retained profits as at 30 June 2008.

The record date for determining shareholders entitled to receive the
final dividend will be 26 September 2008.

REVIEW OF OPERATIONS

a. Operations of the entity

The sales revenue from the equipment sales and support division
increased by 21% to $84.1 million in FY08. This was driven by
continued strong sales growth for lighting towers from the mining
sector in Australia and offshore. During the year, Allight produced
its 6,000th Australian lighting tower — which was acquired by Rio
Tinto, and commenced sales of a new lighting tower product
assembled at WesTrac's facilities in Tianjin, China. Allight will retain
its manufacturing operations in Australia, with the production from
China expected to primarily supply export markets.

b. Financial position of the entity

The group's net assets has increased by 48.5% to $361.2 million as
at 30 June 2008 (2007: $243.2 million). National Hire has no debt on
its balance sheet and net cash of $18.5 million at 30 June 2008 which
is available to fund both organic and acquisitive growth opportunities.

c. Business strategies and its prospects for future
financial years

National Hire is committed to pursuing further opportunities that
will assist in expanding the equipment sales and support business.
This will be done by leveraging off the Coates relationship, building
export markets and extracting improvements in distribution
networks and production.
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SIGNIFICANT CHANGES INTHE STATE
OF AFFAIRS

Significant changes in the state of affairs of the group during the
financial year were as follows:

a. Anincrease in contributed equity of $86,011,429 as a result of:
— Issue of 40,000 fully paid ordinary shares at $1 each on
exercise of options
~ Issue of 28,657,143 fully paid ordinary shares at $3 each

b.  On 2 October 2007 National Hire and The Carlyle Group (Carlyle)
announced an agreed transaction with Coates Hire Limited
(Coates) to acquire all of the outstanding shares in Coates. A
new company, Ned Group Holdings Pty Ltd (now known as
Coates Group Pty Limited) (Coates Group), was incorporated
as a subsidiary of National Hire specifically for the transaction.
National Hire and Carlyle each hold a 50% effective voting
interest and a 47% economic interest in Coates Group. National
Hire funded its equity contribution in Coates Group of $348
million by the transfer of its Rental Services business (including
all rental related assets and liabilities) for $278 million and $70
million in cash.

LIKELY DEVELOPMENTS AND
EXPECTED RESULTS FROM
OPERATIONS

Likely developments in the operations of the group and the
expected results of those operations have not been included
in this report as the directors believe, on reasonable grounds,
that the inclusion of such information would be likely to result
in unreasonable prejudice to the group.

ANY EVENTS SUBSEQUENTTO
YEAR END

There has not arisen in the interval between the end of the financial
year and the date of this report any item, transaction or event of

a material and unusual nature likely, in the opinion of the directors
of the company, to affect significantly the operations of the group,
the results of those operations, or the state of affairs of the group,
in future financial years.

ENVIRONMENTAL REGULATION

The group's operations are not subject to any significant
environmental regulation under Commonwealth, State or Territory
legislation. However, the board believes that the consolidated entity
has adequate systems in place for the management and rectification
of its environmental requirements.

OPTIONS

The company issued no employee options (2007: Nil) during the
year, under its employee share option plan. A total of 984,000 (2007:
1,114,000) options were on issue under the plan at 30 June 2008.

During the year, 40,000 (2007: 80,000) ordinary shares were issued
by virtue of the exercise of options. No shares have been issued

by the company since the end of the reporting period by virtue of

the exercise of an option. All options issued are not listed on the
Australian Securities Exchange. Further details on the employee share
option plan including issue, exercise and expiry dates applicable to
each tranche are set out in note 37(a) to the financial statements.

INSURANCE OF OFFICERS

During the financial year, the company paid an insurance premium
in respect of an insurance policy for the benefit of those named
including the directors, secretary, executive officers and employees
of the company and its controlled entities as defined in the
insurance policy.

In accordance with commercial practice, the insurance policy
prohibits disclosure of the terms of the policy including the nature
of the liability insured against and the amount of the premium.

AUDITOR

PricewaterhouseCoopers continues in office in accordance with
section 327 of the Corporations Act 2001.

NON-AUDIT SERVICES

The company may employ the auditor on assignments additional
to their statutory audit duties where the auditor's expertise and
experience with the company and/or the group are important.

Details of the amounts paid or payable to the auditor
(PricewaterhouseCoopers) for audit and non-audit services
provided during the year are set out below and also in note 33
of the financial report.

During the year the following fees were paid or payable to the
auditor of the parent entity, its related practices and non-related
audit firms:

CONSOLIDATED

2008
$
Audit services
PricewaterhouseCoopers —
Audit and review of financial reports 182,285
Other assurance services
PricewaterhouseCoopers —
Internal audit advice 2,039
Taxation services
PricewaterhouseCoopers 20,410
Advisory services
PricewaterhouseCoopers 46,041
250,775

The board of directors is satisfied that the provision of non-audit
services during the year is compatible with the general standard
of independence for auditors imposed by the Corporations Act
2001. The directors are satisfied that the services disclosed did
not compromise the external auditor's independence as none of
the services provided undermine the general principles relating
to auditor independence as set out in APES 110 Code of Ethics
for Professional Accountants. These principles include reviewing
or auditing the auditor’s own work, acting in a management or
decision-making capacity for the company, acting as advocate for
the company or jointly sharing economic risk and rewards.




AUDITOR’S INDEPENDENCE
DECLARATION

A copy of the auditor's independence declaration as required under
section 307C of the Corporations Act 2001 is set out on page 23.

PROCEEDINGS ON BEHALF
OF THE COMPANY

No person has applied to the Court under section 237 of the
Corporations Act 2001 for leave to bring proceedings on behalf
of the company, or to intervene in any proceedings to which the
company is a party, for the purpose of taking responsibility on
behalf of the company for all or any part of those proceedings.

No proceedings have been brought or intervened on behalf of
the company with leave of the Court under section 237 of the
Corporations Act 2001.

ROUNDING OF AMOUNTS

The company is of a kind referred to in Class Order 98/100, issued
by the Australian Securities and Investments Commission, relating
to the “rounding off” of amounts in the directors' report. Amounts
in the directors’ report have been rounded off in accordance with
that Class Order to the nearest thousand dollars, or in certain cases,
to the nearest dollar.

REMUNERATION REPORT

The remuneration report is set out under the following main headings:

Principles used in determining remuneration structure
Details of remuneration

Service agreements

Share-based compensation

Additional information

mo oW

The information provided in this remuneration report has been
audited as required by section 308(3c) of the Corporations Act 20017.

A. Principles used in determining remuneration structure

The objective of the group'’s executive remuneration framework

is to ensure that National Hire Group Limited:

° attracts and retains the right calibre of business professionals

e offers remuneration that is competitive in the marketplace
(within a rigorous budgetary framework)

° motivates the right behaviours to drive business profitability
and growth

° creates a performance culture where rewards are directly and

inextricably linked to achievement of business goals, targets
and KPIs.

In conjunction with specialist remuneration consultants, the group
has developed an executive remuneration strategy and framework
that is market competitive and complimentary to the reward
strategy of the organisation.
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The remuneration committee is responsible for ensuring that all
executive remuneration policies and practices are aligned with:
e shareholders interests, including:
— having economic profit as a core component of plan design
- focusing on sustained growth in share price and delivering
constant return on assets as well as focusing executives
on key non-financial drivers of value
- attracting and retaining high calibre executives

° program participants’ interests, including:
- rewarding capability and experience
- reflecting competitive reward for contribution
to shareholder wealth
— providing a clear structure for earning rewards
—  providing recognition for contribution

The framework provides a mix of fixed and variable pay, and a blend
of short and long-term incentives.

The board has established a remuneration committee which
provides advice on remuneration and incentive policies and
practices and specific recommendations on remuneration packages
and other terms of employment for senior executive directors,
other senior executives and non-executive directors. The Corporate
Governance Statement provides further information on the role of
this committee.

Non-executive directors

Fees and payments to non-executive directors reflect demands 15
which are made on, and the responsibilities of, the directors. Non-

executive directors’ fees and payments are reviewed as considered
appropriate by the remuneration committee which makes a

recommendation to the board. The total directors’ fees pool for the

year must be approved by the shareholders at the AGM and the
recommendations of the remuneration committee in total must not

exceed the approved amount. The current aggregate remuneration

for non-executive directors is $250,000 and was last reviewed with

effect from 1 July 2006.

Executive remuneration framework

The executive pay and reward framework has five components:

*  base salary

°  superannuation

*  short-term incentive plan (STIP)

* long-term incentives through participation in the National Hire
Group Limited Employee Option Plan

°  benefits and allowances

The combination of these components comprises the executive's
total remuneration package.

Base salary

Structured as a total employment cost package which may be
delivered as a combination of cash and prescribed non financial
benefits at the executive’s discretion.

Executives are offered a competitive base salary, based on:

e current market data and analysis for the job role, as provided
by remuneration consultants

* the capabilities, expertise and qualifications of the individual
incumbent
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There is no guaranteed base pay increase fixed in any executive
contracts. Any adjustments to executive remuneration packages are
based on formal performance reviews, conducted annually by the
non-executive chairman and managing director, and subject to the
approval of the board.

FROM
BASE FEES 1 JULY 2006
Audit Committee Chairman $50,000
Non-executive Directors $40,000

Benefits

Executives of the group receive motor vehicle allowances
appropriate to their position.

Superannuation

The group provides executives a minimum of the statutory employer
contribution to superannuation funds, currently legislated at 9%.
Executives may make additional salary sacrifice and post tax
contributions at their own discretion.

Short-term incentive plan (STIP)

Short-term incentives are based on the achievement of a
combination of targets as detailed below. The STIP allows for a cash
incentive bonus of up to 40% of fixed remuneration to be paid to
executives, subject to certain financial covenants being met and
always at the absolute discretion of the board.

The use of a profit target ensures variable reward is only available
when value has been created for shareholders and when profit is
consistent with the business plan. Additionally, the actual amount of
incentive bonus paid is subject to the individual executive achieving
certain performance targets and key performance indicators (KPIs).

Each year, the remuneration committee considers the appropriate
targets and KPlIs incorporated in the STIP and the level of payout,
if targets are met. This includes setting any maximum payout and
minimum levels of performance to trigger payment under the STIP

For the year ended 30 June 2008, the KPIs linked to short term
incentive plans were based on:

*  business unit profit before tax (if applicable)

* individual goals and objectives

° strategic initiatives

°  group safety measures

At the discretion of the remuneration committee, the short-term
bonus payments may be adjusted up or down in line with under
or over achievement against the target performance levels.

Long-term incentive plan (LTIP)

Long-term incentives are based on the achievement of a
combination of targets as detailed below. The LTIP allows for
granting of options to executives, subject to certain financial
covenants being met and always at the absolute discretion
of the board.

The remuneration committee determines the appropriate targets
incorporated into the LTIP agreements. This includes setting any
maximum number of options granted under the LTIP and minimum
levels of performance to trigger granting of any entitlement.

The targets linked to long-term incentive plans are based on:

e achievement of pre-determined EBITDA

° achievement of pre-determined returns on average total assets
e financial covenants

* achievement of pre-determined total shareholder returns

National Hire Group Limited employee option plan

Details of the National Hire Group Limited employee option plan are
set out in note 37 to the financial statements.

B. Details of remuneration

The key management personnel (as defined in AASB 124) of

National Hire Group Limited and the group includes the directors as

detailed on pages 10-11 and those executives that report directly to

the Managing Director or Executive Chairman. The executives are:

*  Gavin Armstrong (Chief Financial Officer) (resigned 9/1/08)

* Ray Harman (Company Secretary)

e Phil Funga (General Manager — Production & Assembly)
(resigned 30/11/07)

e Patrick Walsh (Managing Director - Allight) (appointed 21/1/08)

e Shaun McCullough (General Manager — Capital Sales)
(resigned 31/7/08)

In addition, the following person must be disclosed under the
Corporations Act 2001 as he is among the five highest remunerated
group executives:

*  Gregory Parfitt (General Manager — Business Unit East)
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Details of the remuneration of the key management personnel of the group and the parent entity for the year ended 30 June 2008 and
30 June 2007 are set out in the following tables:

POST
2008 SHORT-TERM BENEFITS EMPLOYMENT OTHER SHARE-BASED PAYMENTS
CASH NON- LONG
SALARY CASH  MONETARY SUPER- SERVICE RETENTION

AND FEES BONUS BENEFITS ~ ANNUATION LEAVE  OPTIONS** SHARES TOTAL
NAME $ $ $ $ $ $ $ $
Non-executive directors
P Gammell (resigned 12/5/08) 36,667 - - 3,300 - - - 39,967
S Donnelley*** (from 12/5/08) 3,334 - - 300 - - - 3,634
C Isenberg 50,000 - - 4,500 - - - 54,500
J Star (resigned 24/10/07) 16,667 - - 1,500 - - - 18,167
A Aitken*** (until 12/5/08) 36,667 - - 3,300 - - - 39,967
J Langoulant, Chairman 3,343 - - 301 - - - 3,644
(appointed 12/5/08)
J Walker (appointed 25/6/08) - - - - - - - -
D Elphinstone 16,665 - - - - - - 16,665
DO T B0 108 e
Sub-total non-executive 163,343 - - 13,201 - - - 176,544
directors
Executive directors
A Aitken, Managing Director 37500 - - - - - - 37500
(appointed 12/5/08)
R Romano, (resigned 25/6/08) 214,416 - - 19,297 3,832 - - 237545
S Donnelley*** (until 12/5/08) 192,013 - 4,999 17281 6,413 125,534 - 346,240
Other key management
personnel
G Armstrong” (until 9/1/08) 169,708 60,136 12,938 20,686 3,554 93,637 - 360,659
R Harman/# 137,145 38,102 8,636 26,287 2,679 43,217 - 256,066
P Walsh 113,858 - - 10,247 - - - 124,105
P Funga” (resigned 30/11/07) 291,082* 77,069 8,333 14,999 - (8,173) - 383,310
S McCullough” 228,718 75,054 20,000 27,383 3,485 93,637 - 448,277
A
Total key management 1,384,440 250,361 54,906 136,180 19,963 347,852 - 2,193,702
personnel compensation
Other company and
group executives
G ParfittA 116,938 18,269 - 12,144 4,318 83,553 - 235,222

* This amount includes termination benefits for the relevant employee. Under the terms of the respective termination agreements such amounts are not to be separately
disclosed to any third party.

** Options disclosed represent a valuation based on the Black-Scholes method and represent the fair value, not the cash received by the KMP No options have been
granted in 2008.

*** Until 12 May 2008, S Donnelley and A Aitken were Managing Director and non-executive director, respectively.

A Denotes one of the five highest paid group executives for the year other than Executive Directors of the group, as required to be disclosed under the Corporations Act 2001.
# Denotes one of the five highest paid company executives for the year other than Executive Directors of the company, as required to be disclosed under the Corporations
Act 2001. No other executives were paid by National Hire Group Limited during the year.
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POST
2007 SHORT-TERM BENEFITS EMPLOYMENT OTHER SHARE-BASED PAYMENTS
CASH NON- LONG
SALARY CASH  MONETARY SUPER- SERVICE RETENTION

AND FEES BONUS BENEFITS ANNUATION LEAVE  OPTIONS** SHARES TOTAL
NAME $ $ $ $ $ $ $ $
Non-executive directors
P Gammell 40,000 - - 3,600 - - - 43,600
A Aitken 40,000 - - 3,600 - - - 43,600
C Isenberg 50,000 - - 4,500 - - - 54,500
L 50,000 ... T T 800 T T o 54,500
Sub-total non-executive 180,000 - - 16,200 - - - 196,200
directors
Executive directors
R Romano, Executive Chairman 229,363 - - 20,643 3,830 - - 253,836
S Donnelley, Managing Director 303,492 - 28,649 26,994 8,524 14,890 - 382,549
Other key management
personnel
G Armstrong (until 9/1/08)A 281,077 28,120 23,296 27828 5,190 1,124 - 376,635
R Harman/# 186,003 21,200 28,804 31,081 4,662 (291) 17,956 289,415
D Isaacs (until 1/11/06)*/ 548,780 18,400 - 19,400 - - - 586,580
A Manning (until 23/1/07)*A 250,613 27192 6,849 11,290 - (9,476) 17,956 304,424
P Funga 177,003 33,940 31,012 21,032 3,182 5,134 17956 289,259
SMcCulough? 208743 39613 25539 22984 3731 996 17956 328462
Total key management 2,185,074 168,465 144,149 181,222 29,119 31,307 71,824 2,811,160

personnel compensation

Remuneration for key executives is reflected only for the period which they were considered key management personnel.

*These amounts include termination benefits for the relevant employee. Under the terms of the respective termination agreements such amounts are not to be separately
disclosed to any third party.

** Options disclosed represent a valuation based on the Black-Scholes method weighted for the probability of performance hurdles being attained and represent the fair
value, not the cash received by the KMP

A Denotes one of the five highest paid executives other than Executive Directors of the group, as required to be disclosed under the Corporations Act 2001.

# Denotes one of the five highest paid company executives for the year other than Executive Directors of the company, as required to be disclosed under the Corporations
Act 2001. No other executives were paid by National Hire Group Limited during the year.
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The relative proportions of remuneration that are linked to performance and those that are fixed are as follows:

PROPORTION OF VALUE OF

REMUNERATION OPTIONS AS

PERFORMANCE ~ PROPORTION OF

RELATED ~ REMUNERATION

NAME % %

2008 2008

Executive directors

A Aitken - -

R Romano (until 25/6/08) - -

S Donnelley (until 12/5/08) - 36%
Other key personnel

G Armstrong (until 9/1/08) 17% 26%
R Harman 15% 17%
P Walsh - -
P Funga (until 30/11/07) 20% (2%)
S McCullough (until 31/7/08) 17% 21%

Other company and group executives
G Parfitt 8% 36%

C. Service agreements

The group has contracts of employment with all current executive key management personnel that provides the provision for remuneration.

Al contracts with executives are unlimited in term and may be terminated by either the company or the employee. The group is not
contractually liable to make any termination payments on providing such notice. The following details the terms of the contract of employment
with the company for those executives that are considered to be key management personnel as at 30 June 2008:

P Walsh, Managing Director of Allight Pty Ltd, has a contract of employment with the group which is unlimited in term. The contract specifies
the duties and obligations to be fulfilled and is capable of termination by the employee on three-month notice in writing; however the group is
required to provide the Managing Director with six-month notice on termination. The group is not contractually liable to make any termination

payments on providing such notice.

S McCullough, General Manager Capital Sales, has a contract of employment with the group which is unlimited in term. The contract specifies
the duties and obligations to be fulfilled and is capable of termination by the employee on three-month notice in writing. Where a termination
is initiated by the group, the group will pay 12 months base salary and car allowance in lieu of notice, except in the case of gross misconduct
or negligence, in which case three months base salary and car allowance will be paid. S McCullough ceased employment with the group as
of 31 July 2008.

R Harman, Company Secretary, has no service agreement with National Hire Group Limited.

Mr Aitken will be engaged as Managing Director of the Company. The effective date of the employment agreement will be 1 June 2008.
Salary for Mr Aitken, inclusive of superannuation, will be $450,000 per annum. The employment agreement is in the process of being
finalised and terms and conditions relating to long-term incentives and termination of the agreement will be disclosed in an ASX
announcement once the employment agreement has been agreed upon by National Hire and Mr Aitken.
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D. Share-based compensation

Options

Options over shares in National Hire Group Limited are granted under the National Hire Group Limited 2005 Share Option Plan (referred to
hereafter as the plan). All staff are eligible to participate in the plan, however granting of options is at the discretion of the board who will
consider several factors including service period (at least one year), seniority within the organisation, record of employment and potential
contribution to growth.

Options are granted under the plan for no consideration and do not carry rights to dividends or voting rights. Upon exercise each option
is converted into one ordinary share.

The terms and conditions of each grant of options affecting remuneration in this or future reporting periods are as follows:

DATE EXERCISE VALUE AT
VESTED AND PRICE  GRANT DATE
GRANT DATE ~ EXERCISABLE EXPIRY DATE $ $  EXERCISE DATE
20 Nov 2004 20 Nov 2006 20 Nov 2008 2.30 050  Between 20 November 2006 and 20 November 2008 provided
that the shareholder return of the company as measured over
the period from issue date to exercise date equals or exceeds
.................................................................................................................................. 15% p.a. compounding.
26 Nov 2005 30 Jun 2008 26 Nov 2010 1.85 0.57  Between 30 June 2008 and 26 November 2010 provided
that the employee is employed by a group company as
.................................................................................................................................. at30 June 2008
1 Dec2005 30 Jun 2008 1 Dec 2010 1.85 0.57  Between 30 June 2008 and 1 December 2010 provided

that the employee is employed by a group company
as at 30 June 2008*
* A Deed of Variation between the company and the key management personnel dated 20 February 2008 removed the previous performance hurdle clauses of the option

agreement which required the company to meet its bankers' financial covenants and EBITA targets and was amended so that the options vested as at 30 June 2008,
subject to the employee being employed by the company or a group company (being a related body corporate of the company) as at 30 June 2008.

Options granted under the plan carry no dividend or voting rights.
No options have been granted since 2006.

The exercise price of options is based on the weighted average price at which the company’s shares are traded on the Australian Securities
Exchange during the five days trading immediately before the options are granted. Amounts receivable on the exercise of options are
recognised as share capital.

When exercisable, each option is convertible into one ordinary share of National Hire Group Limited. Further information on the options is set
out in note 37 to the financial statements.

G Parfitt exercised his 40,000 share options during the 2008 financial year.

The assessed fair value at grant date of options granted to individuals is allocated equally over the period from grant date to vesting date, and
the amount is included in the remuneration tables above. For the most recent grant of options, fair values at grant date are determined using
a Black-Scholes option pricing model that takes into account the following inputs:

*  Options are granted for no consideration

* Exercise price: $1.85

°  Grant date: Various between 26 November 2005 and 1 December 2005

°  Expiry date: Various between 26 November 2010 and 1 December 2010

e Share price at grant date: $1.73

*  Expected price volatility of company’s shares: 20%

* Risk-free interest rate: 5.69%
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Details of ordinary shares in the company provided as a result of the exercise of remuneration options to each director of National Hire Group
Limited and other key management personnel of the group are set out below.
NUMBER OF ORDINARY

AMOUNT PAID ON EXERCISE OF  SHARES ISSUED ON EXERCISE
OPTIONS DURING THE YEAR (8)  OF OPTIONS DURING THE YEAR

DATE OF

EXERCISE

OF OPTIONS 2008 2007 2008 2007
Other key management personnel of the group
R Harman 30 Aug 2006 - 40,000 - 40,000
A Manning 30 Aug 2006 - 40,000 - 40,000
G Parfitt 4 Dec 2007 40,000 - 40,000 -

No amounts are unpaid on any shares issued on the exercise of options.

Retention shares

During December 2004 the company offered retention bonus shares to 66 senior employees including key management personnel for no
consideration, under the National Hire Group Limited deferred employee share plan. Shares were purchased under the plan in January 2005
at $2.20 each. The rights to these shares vested with the employee during December 2006.

The assessed fair value at grant date of these shares was calculated with reference to the purchase price and has been allocated equally over
the period from grant date to vesting date.

The number of shares allocated to each of the key management personnel of the consolidated entity is detailed below:

NUMBER OF
SHARES

A Manning (resigned 23/1/07) 36,364 21
P Funga (resigned 30/11/07) 36,364
S McCullough (resigned 31/7/08) 36,364
R Harman 36,364

E. Additional information

For each grant of options included in the tables in sections B and C of the directors’ report, the percentage of the available grant that was
paid, or that vested, in the financial year, and the percentage that was forfeited because the person did not meet the service and performance
criteria, is set out below. The options will be forfeited if the conditions are not satisfied, hence the minimum value of the option yet to vest is
nil. The maximum value of the options yet to vest has been determined as the amount of the grant date fair value of the options.

There were no predetermined bonuses paid or forfeited during the year.
MINIMUM MAXIMUM

TOTALVALUE  TOTAL VALUE VALUE VALUE AT VALUE

OF GRANT OF GRANT AT DATE EXERCISE AT LAPSE

YEAR VESTED FORFEITED ~ YETTOVEST  YETTO VEST GRANTED DATE @ DATE i

GRANTED % % $ $ $ $ $

S Donnelley 2006 100 - - - - - -
G Armstrong 2006 100 - - - - - -
S McCullough 2006 100 - - - - - -
P Funga 2006 - 100 - - - - 189,810
R Harman 2006 100 - - - - - -
G Parfitt 2006 100 - - - - 94,490 -

(i) The value at grant date calculated in accordance with AASB 2 Share-based payments of options granted during the year as part of remuneration.

(ii) The value at exercise date of options that were granted as part of the remuneration and were exercised during the year, being the intrinsic value of the options on that date.
(iii) The value at lapse date of options that were granted as part of the remuneration and that lapsed during the year because a vesting condition was not satisfied. The value
is determined at the time of lapsing, but assuming the condition was satisfied.
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Loans to directors and executives
There is no loan to any executive director or a nominated specified executive.

Shares under option
Unissued ordinary shares of National Hire Group Limited under option at the date of this report are as follows:

NUMBER

ISSUE PRICE UNDER

DATE OPTIONS GRANTED EXPIRY DATE OF SHARES OPTION
26 Nov 2005 26 Nov 2010 $1.85 723,000
1 Dec 2005 1 Dec 2010 $1.85 261,000

Shares issued on exercise of options

The following ordinary shares of National Hire Group Limited were issued during the year ended 30 June 2008 on the exercise of options
granted under the National Hire Group Limited share option plan. No further shares have been issued since that date. No amounts are unpaid
on any of these shares.

NUMBER

ISSUE PRICE OF SHARES

DATE OPTIONS GRANTED OF SHARES ISSUED
20 Nov 2003 $1.00 40,000

Relationship between remuneration and company performance

The overall level of executive reward takes into account the performance of the consolidated entity over a number of years, with greater
emphasis given to current and more recent years. Over the past five years, the profit from ordinary activities after income tax for the
consolidated entity has grown at an average rate of 426% per annum and shareholder wealth has grown at an average rate of 21%

per annum.

This report is made in accordance with a resolution of the directors.

John Langoulant Andrew Aitken
Chairman Managing Director
Perth

28 August 2008
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AUDITOR’S INDEPENDENCE DECLARATION

PRICEWATERHOUSE(COPERS @

PricewaterhouseCoopers
ABM 52 TBO 433 757

oV

250 5t Georges Terrace
Prerth WA 6000

GPO Bex D198

Parth WA 6340

D 77 Perth

Australia

Telephone +61 8 9238 3000
Facsimile +81 8 8238 3980

Auditor's Independence Declaration

As lead auditor for the audil of National Hire Group Limited for the year ended 30 June 2008, |
declare thal, to the best of my knowledge and belief, there have been:

a) no contraventions of the audilor independence requirements of the Corporations Act 2001 in
relation to the audit; and
b) o contraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of Mational Hire Group Limited and the entities it controlled during the
year.

Douglas Craig Perth
Partner 28 August 2008
PricewaterhouseCoopers

Liatility limited by a scheme approved under Professional Standards Legistation
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CORPORATE GOVERNANCE STATEMENT

The company and the board are committed to achieving and
demonstrating the highest standards of corporate governance.

The relationship between the board and senior executives is critical
to the group’s long-term success. The directors are responsible to
the shareholders for the performance of the company in both the
short-term and long-term. Their focus is to enhance the interests of
shareholders and other key stakeholders and to ensure the company
is properly managed.

Day-to-day management of the group’s affairs and the
implementation of the corporate strategy and policies are delegated
by the board to the executive directors and senior executives.

The board has complied with the ASX Corporate Governance
Council's 2003 Corporate Governance Principles of Good Corporate
Governance Practice and Best Practice Recommendations, unless
otherwise stated.

A description of the company's main corporate governance is set
out below. All these practices, unless otherwise stated, were in
place for the entire year.

BOARD COMPOSITION & BOARD
MEMBERS

SEEKING
NON- RE-ELECTION
NAME APPOINTED EXECUTIVE INDEPENDENT* IN 2008
J Langoulant 2008 Yes No Yes
(Chairman)
D Elphinstone 2008 Yes No Yes
S Donnelley** 1996 Yes No Yes
A Aitken** 2004 No No No
C Isenberg 2004 Yes Yes Yes
J Walker 2008 Yes No Yes
R Court 2008 Yes No Yes

*The board acknowledges the ASX corporate governance council recommends
that a majority of the board be independent and that the chairman should be
an independent director.

** Until 12 May 2008, S Donnelley and A Aitken were managing director and
non-executive director, respectively.

At present, six of the seven non-executive directors are not
considered to be independent directors. The directors view that

the current structure is an advantage because of the particular
experience and skills that non-executive directors and the managing
director bring to the governance of the company. The board is of such
size and competence necessary to understand properly and deal with
the current and emerging issues of the business of the company. The
board acknowledges that they have not followed the ASX corporate
governance council recommendation in determining independence.

Each director is bound by the company’s charters, policies, and
codes of conduct including:

° securities trading policy

e directors’ code of conduct

* corporate code of conduct

° nomination committee charter

° remuneration committee charter
e continuous disclosure policy

* risk management guidelines and policy

e shareholders communication guidelines and policy
* audit committee charter

*  board charter

Details of the members of the board, their experience and
qualifications are set out in pages 10-12 of the directors' report
under the heading “Directors”

RESPONSIBILITIES

The board is responsible for the management of the affairs of the

company including:

e financial strategic objectives

* evaluating, approving and monitoring the strategic and financial
plans of the company

* evaluating, approving and monitoring the annual budgets and
business plans

* evaluating, approving and monitoring major capital expenditure,
capital management and all major corporate transactions,
including the issue of securities in the company

° monitoring financial performance including approving
all financial reports and material reporting and external
communications by the company in accordance with the
company's applicable policies

* enhancing and protecting the reputation of the organisation

° overseeing the operation of the group’s system for compliance
and risk management reporting

DIRECTORS’ INDEPENDENCE

At the time of a director's appointment, the board will consider

the following matters with regard to that director’s deemed

independence:

* to be deemed independent, a director must be a non-executive

* not be a substantial shareholder of the company or an officer of,
or otherwise associated directly with, a substantial shareholder
of the company

e within the last three years, not have been employed in an
executive capacity by the company or any other group member,
or been a director after ceasing to hold any such employment

e within the last three years not have been a principal of a
material professional adviser or a material consultant to the
company or any other group member, or an employee materially
associated with the service provided

° not be a material (5% of the firm’s fees or 5% of the company’s
total spend) supplier or customer of the company or any other
group member, or an officer of or otherwise associated directly
or indirectly with a material supplier or customer

* must have no material contractual relationship with the company
or a controlled entity other than as a director of the company

* not have been on the board for a period which could, or could
reasonably be perceived to, materially interfere with the
director's ability to act in the best interests of the company

* be free from any interest and any business or other relationship
which could, or could reasonably be perceived to, materially
interfere with the director’s ability to act in the best interest
of the company

TERMS OF OFFICE

Non-executive directors are required to seek re-election
by shareholders at least every three years.




The non-executive chairman is responsible for leading the board,
facilitating board discussion and managing the board's relationship
with the company's senior executives.

The managing director is responsible for implementing the
company's strategies and policies.

COMMITMENT

The board held 19 board meetings during the year. The number
of meetings of the company’s board of directors and of each
board committee held during the year ended 30 June 2008, and
the number of meetings attended by each director is disclosed
on page 13.

INDEPENDENT PROFESSIONAL ADVICE

Directors and board committees have the right, in connection with
their duties and responsibilities, to seek independent professional
advice at the company’s expense. Prior approval of the chairman is
required, but this will not be unreasonably withheld.

PERFORMANCE ASSESSMENT

The board believes that regular assessment of the board's
effectiveness and the contribution of individual directors is essential
to improve governance of the company.

At least once every financial year, there must be a performance

evaluation:

e of the board which compares the performance of the board
with respect to the requirements of this charter and current
principles of corporate governance

e of individual directors’ contributions to the board

e of the board’s committees

*  establishing the goals and objectives of the board for the
upcoming year

This review is being completed in the first quarter of the 2009 year.

CORPORATE REPORTING

As a consequence of the Coates transaction, a new Chief Financial
Officer has recently been appointed and as such the Managing
Director and Group Financial Controller (Allight Pty Ltd) have made
the following certifications to the board:
e that the company’s financial reports are complete and present
a true and fair view, in all material respects, of the financial
condition and operational results of the company and the group
and are in accordance with the relevant accounting standards; and
* that the above statement is founded on a sound system of
risk management and internal compliance and control which
implements the policies adopted by the board and that the
company's risk management and internal compliance and control
is operating efficiently and effectively in all material aspects.

BOARD COMMITTEES

The board has established a number of committees to assist in
the execution of its duties and to allow detailed consideration of
complex issues. Current committees of the board are as follows:
° audit committee

° remuneration committee

* safety, health and environmental committee

° nomination committee

NATIONAL HIRE ANNUAL REPORT 2008

The audit committee, remuneration committee and nomination
committee each have their own charter setting out their role and
responsibilities, composition, structure, membership requirements
and the manner in which the committee is to operate. All of these
charters are reviewed on a regular basis. All matters determined

by committees are submitted to the full board as recommendations
for board decisions.

AUDIT COMMITTEE

The audit committee consists of the following non-executive directors:
*  Mr C Isenberg (Chairman)

e Mr S Donnelley

*  Mr D Elphinstone

* MrJ Langoulant

e MrJWalker

*  MrR Court

Details of the directors' qualifications and attendance at audit
committee meetings are set out in the directors’ report on
pages 10-12.

The audit committee has appropriate financial expertise and
all members are financially literate and have an appropriate
understanding of the industries in which the group operates.

The main responsibilities of the audit committee are to:

° monitor the adequacy of the company’s accounting system
and internal control environment 25

° monitor the adequacy of the company’s system for compliance
with relevant laws, regulations, standards and codes

* monitor the effectiveness of the company’s internal
accounting controls

* identify improvements that can or should be made to the
company's internal controls, policies and financial disclosures

* monitor the frequency and significance of all transactions with
related parties and assess their propriety

° monitor the integrity and quality of the company’s financial
information including financial information provided to ASIC,
ASX and shareholders

° monitor the independence, objectivity, scope and quality of the
external audit. The board is responsible for the appointment
of the external auditor which is ratified at the annual general
meeting. When a vacancy occurs the audit committee will
meet and determine whether a replacement auditor should
be selected by way of a formal tender or some other method.
The selection and appointment process is the responsibility
of the committee

e determine the scope of the internal audit function and ensure
that its resources are adequate and used effectively, and to
assess its performance.

REMUNERATION COMMITTEE

The remuneration committee consists of the following
non-executive directors:

e Mr CIsenberg (Chairman)

*  Mr D Elphinstone

* MrJ Langoulant

Details of the directors' qualifications and attendance at
remuneration committee meetings are set out in the directors’
report on pages 10-12.
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The remuneration committee charter for the company governs
the procedures of the remuneration committee and outlines
the procedures and guidelines in relation to the remuneration
of directors and senior executives of the company.

The committee is comprised of three non-executive directors.
The board will appoint one of these members as the chairman
of the committee.

The role of the committee is to review and make recommendations

to the board in respect of:

® an executive remuneration and incentive policy

* the remuneration of the managing director and any other
executive director, the company secretary and all senior
executives reporting directly to the managing director or
executive chaiman

° an executive incentive plan

® an equity based incentive plan

* the remuneration of non-executive directors

°  superannuation arrangements

° recruitment, retention, performance measurement and
termination policies and procedures for non-executive directors,
the managing director and any other executive director, the
company secretary and all senior executives reporting directly
to the managing director

* the disclosure of remuneration in the company’s public
materials including ASX filings and the annual report.

Further, the committee is entitled to direct any special investigation
that the committee considers appropriate and to consult any
independent expert that the committee considers appropriate

to carry out its duties.

Share options granted under the employee share option plan are
disclosed in note 37.

Information on director and executive remuneration is set out
in the remuneration report included as part of the director’s report.

SAFETY, HEALTH AND
ENVIRONMENTAL COMMITTEE

The safety, health and environmental committee consists
of the following non-executive directors:

*  Mr S Donnelley (Chairman)

* Mr D Elphinstone

°  MrJWalker

Details of the directors’ qualifications and attendance at the safety,
health and environmental committee meetings are set out in the
directors' report on pages 10-12.

The company recognises the importance of environmental and
occupational health and safety issues and is committed to the
highest standards.

The committee’s function is to review the safety, health and
environmental policies of the company to ensure compliance
with all relevant legislation and the company’s social obligation
to the community.

Information on compliance with significant environmental
regulations is set out in the directors’ report.

NOMINATION COMMITTEE

The nomination committee consists of the following non-executive
directors:

*  Mr S Donnelley (Chairman)

*  Mr D Elphinstone

°  MrC lIsenberg

Details of the directors' qualifications and attendance at nomination
committee meetings are set out in the directors’ report on
pages 10-12.

The nomination committee is a committee of the board which
has a primary purpose to support and advise the board in fulfilling
its responsibilities to shareholders in ensuring the board consists
of members who are best able to discharge the responsibilities
of directors having regard to the law and the highest standards
of governance.

For the selection of new directors to the board, the nomination
committee will have regard to the skills required and the skills
already represented and will implement a process for the
identification of suitable candidates for appointment to the board
of non-executive directors. The search will be undertaken by

an independent third party based on the brief provided by the
committee. Re-nomination of non-executives will be reviewed by
the committee and then recommendations will be made to the
board as to whether the board should support the re-nomination
of the retiring director.

Notices of meetings for the election of directors comply
with the ASX Corporate Governance Council’'s best practice
recommendations.

RISK ASSESSMENT AND
MANAGEMENT

A key function of the board is to identify and more importantly
prioritise risk arising from business strategies and activities. Risk
must be identified to allow the company to plan, assess and
execute its strategies. Once risk has been identified and assessed,
the management and the board will have the capacity to determine
the level of risk that is acceptable to the company. This assessment
will also allow for the acceptance of risk designed to accomplish the
company's strategic plans. The system will also inform investors of
material changes to the company’s risk profile.

The risk management guidelines and policy assist the company to
establish a sound system of risk management and internal control.

The board has overall responsibility for the company’s internal
control environment, and ensures that the company has an
integrated framework of control, based on formal procedures
and appropriate delegation of authority and responsibility. There
is a disciplined approach to identification and management of
risk. Management has established and implemented a system
for identifying, assessing, monitoring and managing material risk
through the organisation. This system includes the company's
internal compliance and control systems.




CODE OF CONDUCT

The corporate code of conduct for the company is designed
to maintain confidence in the integrity of the company and the
responsibilities and accountability of individuals in the company.

The code sets out the standards that the company will adhere to
whilst conducting its business and includes the approval of the code
by the board and senior management as it is their view that the
code will benefit the company in all that it strives to achieve and will
be the key to the success of the company in the implementation of
its strategies.

The company acknowledges and endorses the expectation that
funds of shareholders will be used in a manner that results in the
best possible return. In achieving this aim, the directors, officers and
employees will undertake their duties with honesty, integrity, care,
skill and diligence.

The company's employees must comply with the letter and the
spirit of all laws and regulations by both understanding them and
complying with them.

All the company's business activities will be carried out so as to
protect the health and safety of employees, contractors, customers
and the community while paying proper regard to the protection of
the environment.

The company is committed to the health and safety of all
employees. The company will work to eliminate hazardous practices
and behavior, which could cause accidents, injuries or illness

to employees, contractors, visitors and the general public. The
company strives to have injury free workplaces.

The company seeks to develop a diverse workforce and provide
a work environment in which everyone is treated fairly and with
respect. Merit is the primary basis for employment with the company.

Confidentiality is a key characteristic of an efficient and successful
business. Employees are required to protect proprietary, commercial
and other information that is confidential to the company.

Employees should not engage in activities or hold or trade assets
that involve, or could appear to involve, a conflict between their
personal interests and the interests of the company.

CONTINUOUS DISCLOSURE AND
SHAREHOLDER COMMUNICATION

The company has a desire to promote fair markets, honest
management and full and fair disclosure. The disclosure
requirements will be complied with in accordance with their spirit,
intention and purpose. In order to achieve this, the company

has adopted a continuous disclosure policy, which is crucial

for employees and management at all levels to understand and
comply with.

The company’s main continuous disclosure obligations are set out in:
e ASX Listing Rules
*  Corporations Act 2001.
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The company makes the following periodic disclosures:
e annual and half yearly financial reports

e trading halts and related events

e information relating to equity securities

The other information that the company is obliged to disclose includes:
* price sensitive information

* information required to correct a false market

° managing director remuneration

The purpose of the shareholders’ communications policy is to
improve shareholder communication with the company, providing
them with useful information about the company and facilitating
shareholder participation in company meetings.

The board aims to ensure that shareholders are kept informed of all

major developments affecting the company. Examples of the way

this is done are:

e through the distribution of the annual and half yearly reports

* releases made to the ASX by the company throughout the year
with respect to changes in the business, future developments,
and other pertinent issues

* inthe chairman's address delivered at the annual general meeting

* through the National Hire Group Limited website.

TRADING POLICY

In order to preserve the reputation and integrity of the company,
it is vital that when people associated with the company deal in the 27
company's securities those dealings are fair. The general terms of
the policy are that employees and directors dealing in the company’s
securities should:
° never engage in short term trading of the company'’s securities
° notify the company secretary of any material intended
transactions involving the company'’s securities
e restrict their buying and selling of the company’s securities

within the following periods:

- 28 days immediately following each date upon which the
company gives to the ASX its preliminary final or half yearly
reports; and

— 28 days immediately following each date upon which the
company holds its annual general meeting.

CONFLICTS OF INTEREST

Entities connected with Mr D Elphinstone and Mr S Donnelley had
business dealings with the group and its associate entity during
the year, as described in note 38 to the financial statements.

In accordance with the board charter, the directors concerned
declared their interests in those dealings to the company and took
no part in decisions relating to them or the preceding discussions.

OTHER MATTERS

Board members, executive management and company officers are
made aware of the requirements to follow corporate policies and
procedures, to obey the law and to maintain appropriate standards
of honesty and integrity at all times.




FINANCIAL STATEMENTS

INCOME STATEMENTS FORTHE YEAR ENDED 30 JUNE 2008

NOTES CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$'000 $'000 $'000 $'000
Revenue from continuing operations 4 84,125 69,319 1,375 -
Gain on sale of investment - - 45,634 -
Dividends received - - 221 -
Other income 5 3 46 - -
Changes in inventories of finished goods and work in progress (1,689) 3,698 - -
Raw materials and consumables used (58,278) (53,913) - -
Loss on sale of property, plant and equipment (223) - - -
Occupancy and communication (2,467) (1,908) (5) -
Advertising and promotion (454) (233) - -
Employee benefits expense (12,618) (11,699) (1,078) (1,117
Travel and accomodation (816) (460) - -
Other expenses (1,486) (1,380) (785) 911)
Depreciation and amortisation 6 (685) (558) - -
Finance costs 6 - (352) - (348)
o Shareof profitof equity sccounted INeSISes .. A 1188 SR T
Profit/(loss) before income tax 6,600 2,560 45,362 (2,376)
Income tax expenselfbenefit ] g ...so7 629 .. 15 .58
Profit/(loss) from continuing operations 4,693 1,931 45,377 (1,788)
Profit from discontinued operations 9..3181 17381 T
Profit/(loss) for the year attributable to members
of the parent entity 42,524 19,312 45,377 (1,788)
2008 2007
CENTS CENTS
Earnings per share for profit from continuing operations
attributable to the ordinary equity holders of the company
Basic earnings per share 10 3.50 1.61
Diluted earnings per share 10 3.50 1.61
Earnings per share for profit attributable to the ordinary equity
holders of the company
Basic earnings per share 10 31.72 16.13
Diluted earnings per share 10 31.68 16.13

The above income statements should be read in conjunction with the accompanying notes.
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BALANCE SHEETS AS AT 30 JUNE 2008

NOTES CONSOLIDATED PARENT ENTITY

2008 2007 2008 2007

$'000 $'000 $'000 $'000
Current assets
Cash and cash equivalents " 18,491 4,057 13,088 173
Trade and other receivables 12 26,646 57661 10,113 152,696
Inventories 13 29,282 27670 - -
Current tax assets - 279 - 272
Derivative financial instruments [ 409 M2 e T
TOTA CUITENE BSSBIS . oottt s s 74828 .89839 . 23200 .. 193,141
Non-current assets
Receivables 15 39 94 39 88
Available-for-sale financial assets 16 - 12,003 - 12,003
Investment in associate 7 309,887 - 310,896 -
Other financial assets 17 - - 43,230 80,260
Property, plant and equipment 18 1,625 283,618 - -
Deferred tax assets 19 - - 325 674
Intangible assets 20 21,300 112,987 - -

Total assets

Current liabilities

Trade and other payables 21 20,763 36,088 3,137 381
Borrowings 22 - 13,364 - -
Current tax liabilities 8,872 - 8,872 -
PIOVISIONS e B 45 . 1253
Total current liabilities 29,680 50,705 12,009 381

Non-current liabilities

Borrowings 24 - 203,858 - -
Deferred tax liabilities 25 16,582 371 - -
PIOVISIONS. e 2 282 . 373 T8
Total non-current liabilities ] 16814 204602 eI
Total liabilities e ABASA 285307 12009 429
Net assets 361,185 243,234 365,682 245,737
Equity

Contributed equity 27 293,771 207760 293,771 207,760
Reserves 28 2,248 924 2,257 1,792
Ret@ined PIofits 20 . 65166 34550 69654 36185
Total equity 361,185 243,234 365,682 245,737

The above balance sheets should be read in conjunction with the accompanying notes.




FINANCIAL STATEMENTS

STATEMENTS OF CHANGES IN EQUITY FORTHE YEAR ENDED 30 JUNE 2008

NOTES CONSOLIDATED PARENT ENTITY

2008 2007 2008 2007

$'000 $'000 $'000 $'000
Total equity at the beginning of the financial year 243,234 232,736 245,737 255,425
Exchange differences on translation of foreign operations 28 859 (914) - -
Deferred tax associated with equity instruments I LA T 7.
Net income or expense recognised directly in equity 859 (897) - 17
Profit/lloss) after tax for the year | 2528 19312 ..45377 (1,788
Total recognised income and expense for the year 43,383 18,415 45,377 (1,771)
Share issues (net of issue costs) 27 86,011 80 86,011 80
Employee retention shares and share options 28 465 372 465 372
Dvidend Paid e 30 ..mnseeg (8,369) . (11.908) (8369
Total equity at the end of the financial year 361,185 243,234 365,682 245,737

The above statements of changes in equity should be read in conjunction with the accompanying notes.
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STATEMENTS OF CASH FLOWS FORTHE YEAR ENDED 30 JUNE 2008

NOTES CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$'000 $'000 $'000 $'000
Cash flows from operating activities
Receipts from customers (inclusive of GST) 298,218 313,930 - -
Payments to suppliers and employees (inclusive of GST) . ........283774)  (220166) 0541 (1693)
64,444 93,764 (1,541) (1,653)
Interest received 904 16 625 -
Interest and other costs of finance paid (10,055) (14,991) - (348)
Income taxes (paid)irefunded s O 2, (128004687 BSTT)
Net cash inflows/loutflows) from operating activities 32 ...49569  6ooss 811 . BI78)
Cash flows from investing activities
Payments for property, plant and equipment (51,832) (58,133) - -
Payments for purchase of business (net of cash acquired) (167) (8,071) - -
Payments for available-for-sale financial assets - (12,003) - (12,003)
Payment for investment (75,476) - (65,180) -
Payments for developments (192) - - -
Payments for intangibles (68) (1,078) - -
Dividends received 221 - 221 -
Proceeds from sale of property, plant and equipment 3,561 9,156 - -
Loans from controlled entities - - - 24,018

from investing activities

Cash flows from financing activities
Proceeds from issues of shares
Proceeds from borrowings
Repayment of borrowings

Dividends paid to shareholders

Net increase/(decrease) in cash and cash equivalents
Effects of exchange rate changes on cash and cash equivalents

Cash and cash equivalents at the beginning of the financial year

Cash and cash equivalents at the end of the financial year

86,011

23,060

(8,339)
(11,908)

80
30,675
(5,730)

86,011

(11,908)

Non-cash financing and investing activities

The above statements of cash flows should be read in conjunction with the accompanying notes.
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NOTES

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

National Hire Group Limited (the “company”) is a company
domiciled and incorporated in Australia. The address of the
Company's registered office is 12 Hoskins Road, Landsdale WA
6065. The consolidated financial statements for the company as at,
and for the year ended 30 June 2008, comprise the company and its
subsidiaries (together referred to as the “group” or “consolidated
entity") and the group’s interest in associates. The group primarily is
involved in the manufacture, assembly and sale of mobile lighting,
power generation and dewatering equipment.

The principal accounting policies adopted in the preparation of
the financial report are set out below. These policies have been
consistently applied to all years presented, unless otherwise stated.

a. Basis of preparation

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

Compliance with IFRS

Australian Accounting Standards include Australian equivalents to
International Financial Reporting Standards (AIFRS). Compliance
with AIFRS ensures that the consolidated financial statements and
notes of National Hire Group Limited comply with International
Financial Reporting Standards (IFRS).

The financial statements were approved by the Board of Directors
on 28 August 2008.

Early adoption of standards

The Group has not elected to early adopt any of the Australian
Accounting Standards for the annual reporting period beginning
1 July 2007.

Historical cost convention

These financial statements have been prepared under the historical
cost convention, as modified by the revaluation of available-for-sale
financial assets, financial assets and liabilities (including derivative
instruments) at fair value through profit or loss.

Critical accounting estimates

The preparation of financial statements in conformity with AIFRS
requires the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the process of
applying the group'’s accounting policies. The areas involving a higher
degree of judgement or complexity or areas where assumptions and
estimates are significant to the financial statements are disclosed

in note 2.

b. Principles of consolidation

i. Subsidiaries

The consolidated financial statements incorporate the assets

and liabilities of all subsidiaries of National Hire Group Limited
(“company” or “parent entity"”) as at 30 June 2008 and the results
of all subsidiaries for the year then ended. National Hire Group
Limited and its subsidiaries together are referred to in this financial
report as the “group” or “consolidated entity"

Subsidiaries are all those entities (including special purpose entities)
over which the group has the power to govern the financial and
operating policies, generally accompanying a shareholding of more
than one-half of the voting rights. The existence and effect of
potential voting rights that are currently exercisable or convertible
are considered when assessing whether the group controls
another entity.

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. The purchase method of accounting is used
to account for the acquisition of subsidiaries by the group (refer

to note 1(i)).

Intercompany transactions, balances and unrealised gains on
transactions between group companies are eliminated. Unrealised
losses are also eliminated unless the transaction provides evidence
of the impairment of the asset transferred. Accounting policies

of subsidiaries have been changed where necessary to ensure
consistency with the policies adopted by the group.

Investments in subsidiaries are accounted for at cost in the
individual financial statements of National Hire Group Limited.

Such investments include both investments in shares issued by the
subsidiary and other parent entity interests that in substance form
part of the interest-free loans which have no fixed repayment terms
and which have been provided to subsidiaries as an additional source
of long-term capital. Trade amounts receivable from subsidiaries

in the normal course of business and other amounts advanced on
commercial terms and conditions are included in receivables.

ii. Associates (equity accounted investees)

Associates are all entities over which the group has significant
influence but not control, generally accompanying a shareholding

of between 20% and 50% of the voting rights. Investments

in associates are accounted for in the parent entity financial
statements using the cost method and in the consolidated financial
statements using the equity method of accounting, after initially
being recognised at cost. The group's investment in associates
includes goodwill (net of any accumulated impairment loss identified
on acquisition) (refer to note 7).

The group’s share of its associates' post-acquisition profits or

losses are recognised in the income statement, and its share of

post acquisition movements are adjusted against the carrying amount
of the investment, after adjustments to align the accounting policies
with those of the group, from the date of significant influence.

When the group’s share of losses exceeds its interest in an
associate, the carrying amount of that interest (including any
long-term investments) is reduced to nil and the recognition of
further losses is discontinued, except to the extent that the group
has an obligation or has made payments on behalf of the associate.

c. Segment reporting

A business segment is identified for a group of assets and
operations engaged in providing products or services that are
subject to risks and returns that are different to those of other
business segments. A geographical segment is identified when
providing products or services within a particular economic
environment and is subject to risks and returns that are different
from those of segments operating in other economic environments.




d. Foreign currency translation

i. Functional and presentation currency

Items included in the financial statements of each of the group’s
entities are measured using the currency of the primary economic

environment in which the entity operates (“the functional currency”).

The consolidated financial statements are presented in Australian
dollars, which is National Hire Group Limited's functional and
presentation currency.

ii. Transactions and balances

Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the dates of the
transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end
exchange rates of monetary assets and liabilities denominated in
foreign currencies are recognised in the income statement, except
when deferred in equity as qualifying cash flow hedges or are
attributable to part of the net investment in a foreign operation.

iii. Group companies

The results and financial position of all the group entities that have
a functional currency different from the presentation currency are
translated into the presentation currency as follows:

* assets and liabilities for each balance sheet presented are
translated at the closing rate at the date of that balance sheet;

* income and expenses for each income statement are translated
at average exchange rates (unless this is not a reasonable
approximation of the cumulative effect of the rates prevailing on
the transaction dates, in which case income and expenses are
translated at the dates of the transactions); and

* all resulting exchange differences are recognised as a separate
component of equity.

On consolidation, exchange differences arising from the translation
of any net investment in foreign entities, and of borrowings

and other financial instruments designated as hedges of such
investments, are taken to shareholders’ equity. When a foreign
operation is sold or any borrowings forming part of the net
investment are repaid, a proportionate share of such exchange
differences are recognised in the income statement, as part of the
gain or loss on sale where applicable.

e. Revenue recognition

Revenue is measured at the fair value of the consideration received
or receivable. Amounts disclosed as revenue are net of returns,
trade allowances and amounts collected on behalf of third parties.

The group recognises revenue when the amount of revenue can be
reliably measured, it is probable that future economic benefits will
flow to the entity and specific criteria have been met for each of the
group’s activities as described below. The amount of revenue is not
considered to be reliably measurable until all contingencies relating
to the sale have been resolved. The Group bases its estimates on
historical results, taking into consideration the type of customer,
the type of transaction and the specifics of each arrangement.
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Revenue is recognised for the major business activities as follows:

* revenue from the sale of goods is recognised upon the delivery
of goods to customers

* hire revenue is earned commencing on receipt of equipment
by the customer and recognised over the period of the contract

e other revenue comprises sundry income and is earned when
goods and services are rendered

° interest revenue is recognised on a time proportion basis using
the effective interest rate method.

f. Government grants

Grants from the government are recognised at their fair value where
there is a reasonable assurance that the grant will be received and
the group will comply with all attached conditions. Government
grants relating to costs are deferred and recognised in the income
statement over the period necessary to match them with the costs
that they are intended to compensate.

g. Income tax

The income tax expense or revenue for the period is the tax payable
on the current period’s taxable income based on the national income
tax rate for each jurisdiction adjusted by changes in deferred tax
assets and liabilities attributable to temporary differences, and to
unused tax losses.

Deferred income tax is provided using the liability method based on 33
temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the consolidated financial
statements. However, the deferred income tax is not accounted
for if it arises from initial recognition of an asset or liability in a
transaction other than a business combination that at the time of
the transaction affects neither accounting or taxable profit or loss.
Deferred income tax is determined using tax rates (and laws) that
have been enacted or substantially enacted by the reporting date
and are expected to apply when the related deferred income tax
asset is realised or the deferred income tax liability is settled.

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.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to offset current tax assets and liabilities
and when the deferred tax balances relate to the same taxation
authority. Current tax assets and liabilities are offset where the
entity has a legally enforceable right to offset and intends either
to settle on a net basis, or to realise the asset and settle the
liability simultaneously.

Current and deferred tax balances attributable to amounts
recognised directly in equity are recognised directly in equity.
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Deferred tax assets and liabilities of associates are not recognised
as the net investment in associates has been accounted for using
the equity method.

Tax consolidation legislation

National Hire Group Limited and its wholly-owned Australian
controlled entities have implemented the tax consolidation
legislation as of 1 July 2003.

The head entity, National Hire Group Limited, and the controlled
entities in the tax consolidated group continue to account for

their own current and deferred tax amounts. These amounts are
measured as if each entity in the tax consolidated group continues
to be a stand alone taxpayer in its own right.

In addition to its own current and deferred tax amounts, National
Hire Group Limited also recognises the current tax liabilities (or
assets) and the deferred tax assets arising from unused tax losses
and unused tax credits assumed from controlled entities in the tax
consolidated group.

Assets or liabilities arising under tax funding agreements with the
tax consolidated entities are recognised as amounts receivable from
or payable to other entities in the group. Details regarding the tax
funding agreement are disclosed in note 8.

Any difference between the amounts assumed and amounts
receivable or payable under the tax funding agreement are
recognised as a contribution to (or distribution from) wholly-owned
tax consolidated entities.

h. Leases

Leases of property, plant and equipment where the group, as lessee,
has substantially all the risks and rewards of ownership are classified
as finance leases. Finance leases are capitalised at the lease’s
inception at the lower of the fair value of the leased property and the
present value of the minimum lease payments. The corresponding
rental obligations, net of finance charges, are included as a liability.
Each lease payment is allocated between the liability and finance
charges so as to achieve a constant rate on the finance balance
outstanding. The interest element of the finance cost is charged

to the income statement over the lease period so as to produce a
constant periodic rate of interest on the remaining balance of the
liability for each period. Property, plant and equipment acquired
under finance leases is depreciated over the asset's useful life.

Leases in which a significant portion of the risks and rewards of
ownership are retained by the lessor are classified as operating
leases (note 35). Payments made under operating leases (net of
any incentives received from the lessor) are charged to the income
statement on a straight-line basis over the period of the lease.

Lease income from operating leases where the group is lessor is
recognised in income on a straight-line basis over the lease term.

i. Business combinations

The purchase method of accounting is used to account for

all business combinations. Cost is measured as the fair value

of the assets given, equity instruments issued or liabilities
incurred or assumed at the date of exchange plus costs directly
attributable to the acquisition. Where equity instruments are
issued in an acquisition, the fair value of the instruments is their

published market price as at the date of exchange unless, in rare
circumstances, it can be demonstrated that the published price

at the date of exchange is an unreliable indicator of fair value and
that other evidence and valuation methods provide a more reliable
measure of fair value. Transaction costs arising on the issue of
equity instruments are recognised directly in equity.

Identifiable assets, acquired liabilities and contingent liabilities
assumed in a business combination are measured initially at

their fair values at the acquisition date. The excess of the cost of
acquisition over the fair value of the group’s share of the identifiable
net assets acquired is recorded as goodwill (refer to note 1(r)). If the
cost of acquisition is less than the group's share of the fair value of
the identifiable net assets of the subsidiary acquired, the difference
is recognised directly in the income statement, but only after a
reassessment of the identification and measurement of the net
assets acquired.

Where settlement of any part of cash consideration is deferred,

the amounts payable in the future are discounted to their present
value as at the date of exchange. The discount rate used is the
entity's incremental borrowing rate, being the rate at which a similar
borrowing could be obtained from an independent financier under
comparable terms and conditions.

j- Impairment of assets

Goodwill is not subject to amortisation and is tested annually

for impairment, or more frequently if events or changes in
circumstances indicate that it might be impaired. Other assets that
are subject to amortisation are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is recognised
for the amount by which the asset’s carrying amount exceeds

its recoverable amount. The recoverable amount is the higher of

an asset's fair value less costs to sell and value in use. For the
purposes of assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash flows which
are largely independent of the cash inflows from other assets or
groups of assets (cash-generating units). Non-financial assets other
than goodwill that suffered an impairment are reviewed for possible
reversal of the impairment at each reporting date.

k. Cash and cash equivalents

For cash flow statement presentation purposes, cash and cash
equivalents includes cash on hand, deposits held at call with
financial institutions, other short-term, highly liquid investments
with original maturities of three months or less that are readily
convertible to known amounts of cash and which are subject to
an insignificant risk of changes in value, and bank overdrafts. Bank
overdrafts are shown within borrowings in current liabilities on the
balance sheet.

I. Trade receivables

Trade receivables are recognised initially at fair value and
subsequently at amortised cost using the effective interest

method, less provision for impairment. Trade receivables are due for
settlement no more than 60 days from the date of the transaction.
Collectibility of trade receivables is reviewed on an ongoing

basis. Debts which are known to be uncollectible are written off.

A provision for impairment of trade receivables is established when




there is objective evidence that the group will not be able to collect
all amounts due according to the original terms of receivables.
Significant financial difficulties of the debtor, probability that the
debtor will enter bankruptcy or financial reorganisation, and default
or delinquency in payments (more than 60 days overdue) are
considered indicators that the trade receivable is impaired. The
amount of the impairment allowance is the difference between the
asset's carrying amount and the present value of estimated future
cash flows, discounted at the original effective interest rate. Cash
flows relating to short-term receivables are not discounted if the
effect of discounting is immaterial. The amount of impairment loss
is recognised in the income statement.

m. Inventories

Raw materials, work in progress and finished goods are stated at
the lower of cost and net realisable value. Cost comprises direct
materials, direct labour and an appropriate proportion of variable
and fixed overhead expenditure, the latter being allocated on the
basis of normal operating capacity. Costs are assigned to individual
items of inventory on the basis of weighted average costs. Costs
of purchased inventory are determined after deducting rebates and
discounts. Net realisable value is the estimated selling price in the
ordinary course of business less the estimated costs of completion
and the estimated costs necessary to make the sale.

n. Financial assets

Classification

The group classifies its investments as loans and receivables,
available-forsale financial assets and held-to-maturity investments.
The classification depends on the purpose for which the
investments were acquired. Management determines the
classification of its investments at initial recognition and, in the case
of assets classified as held-to-maturity, re-evaluates this designation
at each reporting date.

i. 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 arise when the group provides money, goods or services
directly to a debtor with no intention of selling the receivable. They
are included in current assets, except for those with maturities
greater than 12 months after the reporting date which are classified
as non-current assets.

ii. Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets
with fixed or determinable payments and fixed maturities that the
group’s management has the positive intention and ability to hold to
maturity. If the group were to sell other than an insignificant amount
of held-to-maturity financial assets, the whole category would be
tainted and reclassed as available-forsale. Held-to-maturity financial
assets are included in non-current assets, except for those with
maturities less than 12 months from the reporting date, which are
classified as current assets.

iii. Available-for-sale financial assets

Available-for-sale financial assets, comprising marketable securities,
are non-derivatives that are either designated in this category or not
classified in any of the other categories of investments. They are
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included in the non-current assets unless management intends to
dispose of the investment within 12 months of the reporting date.

Recognition and derecognition

Regular purchase and sales of financial assets are recognised on
trade-date. Financial assets carried at fair value through the profit
and loss are initially recognised at fair values. Financial assets

are derecognised when the rights to receive cash flows from the
financial assets have expired or have been transferred and the group
has transferred substantially all the risks and rewards of ownership.

Subsequent measurement

Loans and receivables and held-to-maturity investments are carried
at amortised cost using the effective interest method.

Available-forsale financial assets and financial assets at fair value
through the profit and loss are subsequently carried at fair value. Gains
and losses arising from changes in the fair value of the “financial
assets at fair value through profit and loss" category are presented in
the income statement within other income and other expenses in the
period in which they relate. Dividend income from financial assets at
fair value through the income statement is recognised in the income
statement as part of the revenue from continuing operations when
the group’s right to receive payments is established.

Impairment

The group assesses at each balance date whether there is objective 35

evidence that a financial asset or group of financial assets is
impaired. In the case of equity securities classified as available-for-
sale, a significant or prolonged decline in the fair value of a security
below its cost is considered as an indicator that the securities

are impaired. If any such evidence exists for available-for-sale
financial assets, the cumulative loss is removed from equity and
recognised in the income statement. Impairment losses recognised
in the income statement on equity instruments classified as
available-forsale are not reversed through the income statement.

o. Derivatives

Derivatives are initially recognised at fair value on the date a derivative
contract is entered into and are subsequently remeasured to their fair
value at each reporting date. The accounting for subsequent changes
in fair value depends on whether the derivative is designated as a
hedging instrument, and if so, the nature of the item being hedged.
The group designates certain derivatives as either:
* hedges of the fair value of recognised assets or liabilities or
a firm commitment (fair value hedge), or
* hedges of the cash flows of recognised assets and liabilities
and highly probably forecast transactions (cash flow hedges).

The group documents at the inception of the hedging transaction
the relationship between hedging instruments and hedged

items, as well as its risk management objective and strategy for
undertaking various hedge transactions. The group also documents
its assessment, both at hedge inception and on an ongoing basis,
of whether the derivatives that are used in hedging transactions
have been and will continue to be highly effective in offsetting
changes in fair values or cash flows of hedged items.
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i. Fair value hedge

Changes in fair value of derivatives that are designated and qualify
as fair value hedges are recorded in the income statement, together
with any changes in the fair value of the hedged asset or liability that
are attributable to the hedged risk. The gain or loss relating to the
effective portion of hedging is recognised in the income statement
within finance costs, together with changes in the fair value of the
hedged borrowings attributable to interest rate risk. The gain or

loss relating to the ineffective portion is recognised in the income
statement within other income or other expenses.

If the hedged item no longer meets the criteria for hedge
accounting, the adjustment to the carrying amount of a hedge item
for which the effective interest method is used is amortised to profit
or loss over the period to maturity using a recalculated effective
interest rate.

ii. Cash flow hedge

The effective portion of changes in the fair value of derivatives
that are designated and qualify as cash flow hedges is recognised
in equity in the hedging reserve. The gain or loss relating to

the ineffective portion is recognised immediately in the income
statement within other income or other expense.

Amounts accumulated in equity are recycled in the income
statement in the periods when the hedged item affects profit or loss.

When a hedging instrument expires, is sold or terminated, or when

a hedge no longer meets the criteria for hedge accounting, any
cumulative gain or loss existing in equity at that time remains in

equity and is recognised when the forecast transaction is ultimately
recognised in the income statement. WWhen a forecast transaction

is no longer expected to occur, the cumulative gain or loss that was
reported in equity is immediately transferred to the income statement.

iii. Derivatives that do not qualify for hedge accounting

Certain derivative instruments do not qualify for hedge accounting.
Changes in the fair value of any derivative instrument that does

not qualify for hedge accounting are recognised immediately in the
income statement and are included in other income or other expense.

p. Fair value estimation

The fair value of financial assets and financial liabilities
must be estimated for recognition and measurement or for
disclosure purposes.

The fair value of financial instruments traded in active markets
(such as publicly traded derivatives, and trading and available-for-sale
securities) is based on quoted market prices at the balance sheet date.

The fair value of financial instruments that are not traded in an active
market (for example, overthe-counter derivatives) is determined
using valuation techniques. The fair value of interest rate cap is
calculated as the present value of the estimated future cash flows.

The carrying value less impairment provision of trade receivables
and payables are assumed to approximate their fair values due to
their short-term nature. The fair value of other financial liabilities
for disclosure purposes is estimated by discounting the future
contractual cash flows at the current market interest rate that is
available to the group for similar financial instruments.

g. Property, plant and equipment

Land and buildings are shown at cost less subsequent depreciation
for buildings. All other property, plant and equipment is stated at
historical cost less depreciation. Historical cost includes expenditure
that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset's carrying amount or
recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item

will flow to the group and the cost of the item can be measured
reliably. All other repairs and maintenance are charged to the income
statement during the financial period in which they are incurred.

Depreciation on assets, except land which is not depreciated, is
calculated using the straight line method to allocate their cost or
revalued amounts, net of their residual values, over their estimated
useful lives, as follows:

* Leasehold improvements

*  Plant and equipment

* Leased plant and equipment

Term of lease
2-10 years
10 years

An asset's carrying amount is written down immediately to its
recoverable amount if the asset's carrying amount is greater than
its estimated recoverable amount (note 1(j)).

Gains and losses on disposals are determined by comparing proceeds
with carrying amount. These are included in the income statement.

r. Intangible assets

i. Goodwill

Goodwill represents the excess of the cost of an acquisition over
the fair value of the group’s share of the net identifiable assets

of the acquired subsidiary at the date of acquisition. Goodwill on
acquisition of subsidiaries is included in intangible assets. Goodwill
is not amortised. Instead, goodwill is tested for impairment annually,
or more frequently if events or changes in circumstances indicate
that it might be impaired, and is carried at cost less accumulated
impairment losses. Gains and losses on the disposal of an entity
include the carrying amount of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of
impairment testing. Each of those cash-generating units represents
the group’s investment in each country of operation by each primary
reporting segment.

ii. Brand names

Brand names have a finite useful life and are amortised on a
straight-line basis over 40 years, being the period over which the
related benefits are expected to be utilised.

iii. Distribution agreements

Distribution agreements are indeterminably lived assets and
consequently the impact of any amortisation has been assessed
as immaterial. Distribution agreements are tested annually

for impairment or more frequently if events or changes in
circumstances indicate impairment. The basis for the determination
of the useful life of such agreements being indeterminable and

the resulting assessment of the impact of any amortisation

being immaterial, is that the agreements do not require specific
renewal over set intervals thus the distributorship rights continue
uninterrupted unless a cause to terminate is triggered.




iv. IT development and software

Costs incurred in developing products or systems and costs incurred
in acquiring software and licenses that will contribute to future
period financial benefits through revenue generation and/or cost
reduction are capitalised to software and systems. Costs capitalised
include external direct costs of materials and services. Amortisation
is calculated on a straight-line basis over periods generally ranging
from three to five years.

IT development costs include only those costs directly attributable
to the development phase and are only recognised following
completion of technical feasibility and where the group has an
intention and ability to use the asset.

v. Research and development

Research expenditure is recognised as an expense as incurred.
Costs incurred on development projects (relating to the design and
testing of new or improved products) are recognised as intangible
assets when it is probable that the project will, after considering
its commercial and technical feasibility, be completed and
generate future economic benefits and its cost can be measured
reliably. Expenditure capitalised comprises all directly attributable
costs, including costs of materials, services, direct labour and

an appropriate proportion of overheads. Other development
expenditures that do not meet these criteria are recognised as an
expense as incurred. Development costs previously recognised as
an expense are not recognised as an asset in a subsequent period.
Capitalised development costs are recorded as intangible assets and
amortised from the point at which the asset is ready for use on a
straight line basis over its useful life, seven years.

s. Trade and other payables

These amounts represent liabilities for goods and services provided
to the group prior to the end of financial year which are unpaid.

The amounts are unsecured and are usually paid within 60 days

of recognition.

t. Borrowings

Borrowings are initially recognised at fair value, net of transaction
costs incurred. Borrowings are subsequently measured at amortised
cost. Any difference between the proceeds (net of transaction
costs) and the redemption amount is recognised in the income
statement over the period of the borrowings using the effective
interest method. Fees paid on the establishment of loan facilities,
which are not an incremental cost relating to the actual draw-down
of the facility, are recognised as prepayments and amortised on

a straight-line basis over the term of the facility.

Borrowings are removed from the balance sheet when the obligation
specified in the contract is discharged, cancelled or expired. The
difference between the carrying amount of a financial liability that
has been extinguished or transferred to another party and the
consideration paid, including and non-cash assets transferred or
liabilities assumed, is recognised in other income or expenses.

Borrowings are classified as current liabilities unless the group has
an unconditional right to defer settlement of the liability for at least
12 months after the balance sheet date.
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u. Employee benefits

i. Wages and salaries, annual leave and sick leave

Liabilities for wages and salaries (including non-monetary benefits)
and annual leave expected to be settled within 12 months of the
reporting date are recognised in payables in respect of employees’
services up to the reporting date and are measured at the amounts
expected to be paid when the liabilities are settled.

ii. Long service leave

The liability for long service leave is recognised in the provision for
employee benefits and measured as the present value of expected
future payments to be made in respect of services provided by
employees up to the reporting date. Consideration is given to
expected future wage and salary levels, experience of employee
departures and periods of service. Expected future payments are
discounted using market yields at the reporting date on national
government bonds with terms to maturity and currency that match,
as closely as possible, the estimated future cash outflows.

iii. Share-based payments

The fair value of options granted under the National Hire Group

Limited Employee Option Plan is recognised as an employee benefit

expense with a corresponding increase in equity. The fair value is

measured at grant date and recognised over the period during which

the employees become unconditionally entitled to the options. 37

The fair value at grant date is independently determined using

a Black-Scholes option pricing model that takes into account the
exercise price, the term of the option, the vesting and market
performance criteria, the impact of dilution, the non-tradeable nature
of the option, the share price at grant date and expected price
volatility of the underlying share, the expected dividend yield and
the risk-free interest rate for the term of the option.

The fair value of the options granted excludes the impact of any
non-market vesting conditions (for example, profitability and sales
growth targets). Non-market vesting conditions are included in
assumptions about the number of options that are expected to
become exercisable. At each balance sheet date, the entity revises
its estimate of the number of options that are expected to become
exercisable. The employee benefit expense recognised each period
takes into account the most recent estimate.

The market value of shares issued to employees for no cash
consideration under the employee share scheme is recognised
as an employee benefit expense with a corresponding increase in
equity over the period between the grant date and the date that
employees become entitled to the shares.

iv. Profit-sharing and bonus plans

The group recognises a liability and an expense for bonuses based
on a formula that takes into consideration the profit attributable to
the company's shareholders after certain adjustments. The group
recognises a provision where contractually obliged or where there is
a past practice that has created a constructive obligation.

v. Termination benefits

Termination benefits are payable when employment is terminated
before the normal retirement date, or when an employee accepts
voluntary redundancy in exchange for these benefits. The group
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recognises termination benefits when it is demonstrably committed
to either terminating the employment of current employees
according to a detailed formal plan without possibility of withdrawal
or providing termination benefits as a result of an offer made to
encourage voluntary redundancy. Benefits falling due more than

12 months after balance date are discounted to present value.

v. Contributed equity

Ordinary shares are classified as equity. Incremental costs directly
attributable to the issue of new shares or options are shown in
equity as a deduction, net of tax, from the proceeds. Incremental
costs directly attributable to the issue of new shares or options,
or for the acquisition of a business, are not included in the cost

of the acquisition as part of the purchase consideration.

w. Dividends

Provision is made for the amount of any dividend declared, being
appropriately authorised and no longer at the discretion of the entity,
on or before the end of the financial year but not distributed at
balance date.

x. Provisions

Provision for legal claims, service warranties and make good
obligations are recognised when the group has a present legal or
constructive obligation as a result of past events, it is probable that
an outflow of resources will be required to settle the obligation
and the amount has been reliably estimated. Provisions are not
recognised for future operating losses.

Where there are a number of similar obligations, the likelihood
that an outflow will be required in settlement is determined by
considering the class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with respect to any
one item included in the same class of obligations may be small.

Provisions are measured at the present value of managements'
best estimate of the expected expenditure required to settle the
present obligation at balance sheet date. The discount rate used to
determine the present value reflects current market assessments
of the time value of money and the risks specific to the liability.

Provisions for surplus leases are measured by the difference
between future rental obligations on premises leased but no longer
occupied and any future proceeds that can be expected from sub
leases over the term of the original lease

y. Discontinued operations

A discontinued operation is a component of the group that has
been disposed of or is classified as held for sale and represents a
separate major line of business or geographical area of operations,
is part of a single co-ordinated plan to dispose of such a line

of business or area of operations, or is a subsidiary acquired
exclusively with a view of resale. The results of discontinued
operations are presented separately on the line of the income
statement. The comparative income statement is represented

as if the operation had been discontinued from the start of the
comparative period.

z. Earnings per share

i. Basic earnings per share

Basic earnings per share is calculated by dividing the profit
attributable to equity holders of the company, excluding any costs
of servicing equity other than ordinary shares, by the weighted
average number of ordinary shares outstanding during the financial
year, adjusted for bonus elements in ordinary shares issued during
the year.

ii. Diluted earnings per share

Diluted earnings per share adjusts the figures used in the
determination of basic earnings per share to take into account

the after income tax effect of interest and other financing costs
associated with dilutive potential ordinary shares and the weighted
average number of shares assumed to have been issued for no
consideration in relation to dilutive potential ordinary shares.

aa. Financial guarantee contracts

Financial guarantee contracts are recognised as a financial liability at
the time the guarantee is issued. The liability is initially measured at
fair value and subsequently at the higher of the amount determined
in accordance with AASB 137 Provisions, Contingent Liabilities

and Contingent Assets and the amount initially recognised less
cumulative amortisation, where appropriate.

The fair value of financial guarantees is determined as the present
value of the difference in net cash flows between the contractual
payments under the debt instrument and the payments that would
be required without the guarantee, or the estimated amount that
would be payable to a third party assuming the obligations.

ab. Goods and services tax (GST)

Revenues, expenses and assets are recognised net of the amount
of associated GST, unless the GST incurred is not recoverable from
the taxation authority. In this case it is recognised as part of the cost
of acquisition of the asset or part of the expense.

Receivables and payables are stated inclusive of the amount of GST
receivable or payable. The net amount of GST recoverable from, or
payable to, the taxation authority is included with other receivables
or payables in the balance sheet.

Cash flows are presented on a gross basis. The GST components
of cash flows arising from investing or financing activities which are
recoverable from or payable to the taxation authority are presented
as operating cash flow.

ac. Rounding of amounts

The company is of a kind referred to in Class order 98/100, issued
by the Australian Securities and Investments Commission, relating
to the “rounding off” of amounts in the financial report. Amounts in
the financial report have been rounded off in accordance with that
Class Order to the nearest thousand dollars, or in certain cases, the
nearest dollar.

ad. New accounting standards and UIG interpretations

Certain new accounting standards and interpretations have been
published that are not mandatory for 30 June 2008 reporting




periods. The group’s and the parent entity's assessment of the
impact of these new standards and interpretations is set out below:

i.  AASB 8 Operating Segments and AASB 2007 — 3 Amendments
to Australian Accounting Standards arising from AASB 8is
applicable to reporting periods beginning on or after 1 January
2009. The standard will require the group to disclose segment
information based on management'’s view of the business.
Management is currently considering the impact of AASB 8
and its effect on the disclosure of segment information in the
group’s financial statements.

ii. Revised AASB 123 Borrowing Costs and AASB 2007-6
Amendments to Australian Accounting Standards arising from
AASB 123 (AASB 1, AASB 101, AASB 107 AASB 111, AASB
116 and AASB 138 and Interpretations 1 and 12) removes the
option to exercise borrowing costs and requires that an entity
capitalise borrowing costs directly attributable to the acquisition,
construction or production of a qualifying asset as part of
the cost of that asset. The group has not yet determined the
potential effect of the revised standard on future earnings.

ii. Revised AASB 3 Business Combinations changes the application
of acquisition accounting for business combinations and the
accounting for non-controlling (minority) interests. Key changes
include: the immediate expensing of all transaction costs;
measurement of contingent consideration at acquisition date
with subsequent changes through the income statement;
measurement of non-controlling (minority) interests at full fair
value or the proportionate share of the fair value of the underlying
net assets; guidance on issues such as reacquired rights and
vendor indemnities; and the inclusion of combinations by
contract alone and those involving mutuals. The revised standard
becomes mandatory for the group’s 30 June 2010 financial
statements. The group has not yet determined the potential
effect of the revised standard on the group's financial report.

iv. Revised AASB 101 Presentation of Financial Statements
introduces as a financial statement (formerly “primary”
statement) the “statement of comprehensive income”

The revised standard does not change the recognition,
measurement or disclosure of transactions and events that are
required by other AASBs. The revised AASB 101 will become
effective from 1 January 2009.

v. AASB 2007-10 Further Amendments to Australian Accounting
Standard arising from AASB 101. AASB 2007-10 becomes
effective on 1 January 2009. The group has not yet determined
the potential effect of the amending standard on the group's
financial report.
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vi. Revised AASB 127 Consolidated and Separate Financial
Statements changes the accounting for investments in
subsidiaries. Key changes include: the remeasurement to fair
value of any previous/retained investment when control is
obtained/lost, with any resulting gain or loss being recognised
in profit or loss; and the treatment of increases in ownership
interest after control is obtained as transactions with equity
holders in their capacity as equity holders. The revised standard
will become mandatory for the group’s 30 June 2010 financial
statements. The group has not yet determined the potential
effect of the revised standard on the group's financial report.

vii. AASB 2008-1 Amendments to Australian Accounting Standard
— Share-based Payment: Vesting Conditions and Cancellations
changes the measurement of share-based payments that
contain non-vesting conditions. AASB 2008-1 becomes
mandatory for the group’s 30 June 2010 financial statements.
The group has not yet determined the potential effect of the
amending standard on the group's financial report.

viii. AASB 2008-2 Amendments to Australian Accounting Standard
— Puttable Instruments and Obligations arising on Liquidation.
AASB 2008-2 becomes mandatory for the group’s 30 June
2010 financial statements. The group has not yet determined
the potential effect of the amending standard on the group's
financial report.

ix. AASB 2008-5 and AASB 2008-6 Amendments to Australian
Accounting Standard arising from the Annual Improvement
Project. AASB 2008-5 becomes effective from 1 January 2009
and 1 July 2009, respectively. The group has not yet determined 39
the potential effect of the amending standards on the group's
financial report.

AASB 2008-7 Amendments to Australian Accounting Standard
- Cost of an Investment in a Subsidiary, Joint Controlled Entity
or Associate. The standard removes the definition of the “cost
method” and instead requires that all dividends are to be
recognised as income in the separate financial statements

of the investor when the right to receive the dividend is
established. AASB 2008-1 becomes effective on 1 January
2009. The group has not yet determined the potential effect of
the amending standard on the group’s financial report.

xi. Amendments to IAS 39 Financial Instruments: Recognition and
Measurement. This standard amends the classification between
debt and equity for puttable instruments. IAS 39 becomes
effective 1 January 2009. The group has not yet determined
the potential effect of the amending standard on the group's
financial report.

NOTE 2. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

a. Critical accounting estimates and assumptions

The group makes estimates and assumptions concerning the future.
The resulting accounting estimates will, by definition, seldom equal
the related actual results. The estimates and assumptions that have
a significant risk of causing a material adjustment to the carrying
amounts of assets within the next financial year are as follows:

Estimated impairment of goodwill

The group tests annually whether goodwill has suffered any
impairment in accordance with the accounting policy stated

in note 1(r). The recoverable amounts of cash generating units
have been determined based on value in use calculations. These

calculations require the use of assumptions. Note 20 discloses
the key assumptions and the potential impact of changes to these
assumptions.

b. Critical judgements in applying the entity’s
accounting policies

Impairment of available-for-sale financial assets

The group allows the guidance of AASB 139 Financial Instruments:
Recognition and Measurement on determining when an
available-for-sale financial asset is impaired. This determination
requires significant judgement. In making this judgement, the group
evaluates, among other factors, the duration and extent to which
the fair value of an investment is less than its cost.




NOTE 3. SEGMENT INFORMATION

a. Description of segments Equipment hire (discontinued operations)

Includes hire of equipment, access equipment, temporary site
accommodation, toilets, mobile lighting equipment, power
generation equipment and dewatering pumps.

Business segments

The consolidated entity is organised in the following divisions
by product and service type:

. . . Geographical segments
Equipment sales (continued operations) ) ) ) ) )
The consolidated entity operates in the Australian market with a

minor operation in USA. For the purposes of segment reporting,
the results of the USA operation are not considered material as
its assets and revenues contribute less than 10% of the total
consolidated result.

Includes the manufacture, assembly, sales and support of lighting,
power generation and dewatering equipment, as well as the
distribution and support of Perkins engines and F G Wilson power
generation sets.

b. Primary reporting - business segments

INTER-SEGMENT/ EQUIPMENT HIRE

SALE OF GOODS ELIMINATIONS (DISCONTINUED) CONSOLIDATED

2008 2007 2008 2007 2008 2007 2008 2007

$°000 $'000 $°000 $'000 $°000 $'000 $'000 $'000
Segment revenue
Sales to external customers 82,336 68,371 130,849 218,732 - - 213,185 287103
Intersegmentsales ... 34895 13693 83 518 (14.748) (14211) | c . o
Total sales revenue 97,031 82,064 130,902 219,250 (14,748) (14,211) 213,185 287103
Otherrevenue 192 ... 189 919 1684 - Do Amo 1873

%0 Totalsegmentrevenve 97223 | 82253 131,821 220,934 (14,748) (14,211) 214,296 288,976

Segment results
Segment results 5,851 6,417 26,952 38452  (1,339) (1,206) 31,464 43,663
Unallocated revenue 1,621 170
Less: Unallocated expenses (10,837) (15,782)
Add: Share of profit from associate 1,188 -
Add: Profit from sale of discontinued operations 25960 - -
Profit before income tax 49,396 28,051
Income tax expense (6,872) (8,739
Profit for the year 42524 19,312
Segment assets and liabilities
Segment assets 74527 65,100 - 420,904 - (4,255) 74,527 481,749
Unallocated assets 333,152 16,792
Total assets 407,679 498,541
Segment liabilities 19,941 13,841 - 36,943 - (365) 19,941 50,419
Unallocated liabilities 26,553 204,888
Total liabilities 46,494 255,307
Other segment information
Acquisitions of property, plant and equipment, 637 - 50,917 7180 - - 51,554 7,180
intangibles and other non-current segment assets
Depreciation and amortisation expense 686 564 24,292 48,591 - - 24978 49,155
Impairment of stock 641 120 - - - - 641 120

Refer to discontinued operations in note 9 to the financial statements.
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NOTE 4. REVENUE

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$000 $000 $000 $000
Revenue from continuing operations
Sales revenue
e U, - .. ST O SR
et ssssssssssssasssssos ORIBOL o OB S
Other revenue
Interest 870 471 625 -
OIETTBVENUE e s M LA L
e 1789 868 1875 e
Total revenue from continuing operations 84,125 69,319 1,375 -
From discontinued operations (note 9) ] 130849 218843 SRS
Total 214,974 287,862 1,375 -
NOTE 5. OTHER INCOME
Net loss on disposal of property, plant and equipment - (8) - -
Net gain on derivative financial instruments . % SRS 41
3 46 - -
NOTE 6. EXPENSES
Profit/(loss) before income tax includes the following specific expenses:
Finance costs
.. Interest and finance charges paid/payable ) 882 T 348
Depreciation of non-current assets from continuing operations
PNt and equip Nt 521 558 e T
Amortisation of non-current assets from continuing operations
SO I e 4 S SR
Defined contribution superannuation expense 2097 R 33 T,
Minimum lease payment under operating leases 1,231 - - -
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NOTES

NOTE 7. EQUITY ACCOUNTED INVESTEES

On 2 October 2007, National Hire and The Carlyle Group (Carlyle) announced an agreed transaction with Coates Hire Limited (Coates) to
acquire all of the outstanding shares in Coates. A new company, Ned Group Holdings Pty Ltd (now known as Coates Group Pty Limited)
(Coates Group), was incorporated as a subsidiary of National Hire specifically for the transaction. National Hire and Carlyle each hold a 50%
effective voting interest and a 47.15% economic interest in Coates Group. National Hire funded its equity contribution in Coates Group of
$348 million by the transfer of its Rental Services business (including all rental related assets and liabilities) for $278 million and $70 million
in cash.

As part of the transaction Coates Group issued 389,950,291 in convertible notes to other investors in exchange for consideration of
$389,950,291. As a result of this transaction National Hire Group reduces its holding in Coates Group to 47.15%.

The group’s share of the profit in its equity accounted investees for the year was $1,187,709 (2007: Nil).

Summiary financial information for equity accounted investees, not adjusted for the percentage ownership held by the group:

2008
COATES GROUP HOLDINGS PTY LIMITED $°000
Assets and Liabilties
Total assets 3,011,938
Total liabilities (2,279,116)
Results
Revenues 543,028
Income tax expense (1,435)
Profit 2,519

The results, as shown above, represent the period from 9 January 2008 until 30 June 2008.

In the financial statements of the company investments in associates are accounted for at cost.




NOTE 8. INCOME TAX EXPENSE
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NOTES CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$'000 $'000 $'000 $'000
a) Income tax expense
Current tax 6,679 8,034 (182) (914)
Deferred tax 376 678 349 326
Adjustments for current tax of prior periods (182) . 27 (182) .7
e 6873 .. 8739 ... (15) .. .1688)
Income tax expense/(benefit) is attributable to:
Profit from continuing opertations 1,907 629 (15) (588)
Profit from discontinued operations ... 4966 8N0 . ST
Aggregate income tax expense/lbenefit) 6873 . 8739 (18) .58
Deferred income tax expense/(revenue) included in income
tax expense comprises:
(Increase)/decrease in deferred tax assets 19 (273) 423 349 326
Increase in deferred tax liabilities 25 649 . 285 o SR
ettt 36 .. 678 .. 349 .. .326
b) Numerical reconciliation of income tax expense to prima facie
tax payable
Profit/(loss) from before income tax expense 23,437 28,051 45,362 (2,376)
Tax at the Australian tax rate of 30% (2007: 30%) 7,031 8,415 13,609 (713)
Tax effect of amounts which are not deductible/(taxable) in calculating
taxable income:
Amortisation of intangibles - 30 - -
Non-assessable revenue - - (13,476) -
Rebateable dividends 28 - 28 -
Entertainment 63 83 - -
Other non-deductible items (67) 184 6 125
Adiustments for current tax of Prior PEOAS .o ssssssmssnd (82) .. 27 (182) T
Income tax expense/(benefit) 6,873 8,739 (15) (588)
¢) Amounts recognised directly in equity
Aggregate current and deferred tax arising in the reporting period
and not recognised in net profit or loss but directly debited or
credited to equity:
Net deferred tax credited directly to equity - 17 - 17

43
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Tax consolidation legislation

National Hire Group Limited and its wholly-owned Australian controlled entities have implemented the tax consolidation legislation effective
1 July 2003. The accounting policy in relation to this legislation is set out in note 1(g).

On adoption of the tax consolidation legislation, the entities in the tax consolidated group entered into a tax sharing agreement which,
in the opinion of the directors, limits the joint and several liability of the tax consolidated entities in the case of a default by National Hire
Group Limited.

The entities have also entered into a tax funding agreement under which National Hire Group Limited’s tax consolidated group is split into
notional sub-groups. The sub-groups comprising the tax consolidated group fully compensate National Hire Group Limited for any current

tax payable assumed and are compensated by National Hire Group Limited for any current tax receivable and deferred tax assets relating to
unused tax losses or unused tax credits that are transferred to National Hire Group Limited under the tax consolidation legislation. The funding
amounts are determined by reference to the amounts recognised in the financial statements of the entities within the sub-groups.

The amounts receivable/payable under the tax funding agreement, split between the sub-groups, are due within specific timeframes outlined
in the tax funding agreement.

NOTE 9. DISCONTINUED OPERATIONS

a. Description

On 17 December 2007, the shareholders approved the sale of the rental segment of the business to Coates Group on 9 January 2008. The
rental segment disposed of has been reported in this financial report as a discontinued operation.

Financial information relating to the discontinued operation for the period to the date of the disposal is set out below. Further information
is set out in note 3 — Segment Information.

b. Financial performance and cash flow information

The financial performance and cash flow information presented are for the six months ended 8 January 2008 and the year ended
30 June 2007.

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$'000 $'000 $'000 $'000
Results of discontinued operation
Revenue (note 4) 130,849 218,543 - -
Other income 919 1,238 - -
S (114931)  (194.290) . S
Profit before income tax ] 16,837 25491 e T
Income tax expense (note 8) e (H968) 81100 e T
Profit after income tax of discontinued operation 11,871 17,381 - -
Gain on sale of discontinued operation before income tax 41,314 - - -
INCOME 1BX BXDENSE oo eesesosonrsos VO SORL v S R
Total profit after InCome tax e 37831 . 17381 e T
Cash flows generated from/(used in) discontinued operation
Net cash inflow from operations activities 37,156
Net cash outflow from investing activities (46,088)

Net cash inflow from financing activities 10,661
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NOTE 9. DISCONTINUED OPERATIONS

¢. Carrying amounts of assets and liabilities

The carrying amounts of assets and liabilities, for both the consolidated entity and the company, as at the date of sale 9 January 2008 were:

CONSOLIDATED PARENT ENTITY
2008 2008
$'000 $'000
Current assets
Cash and cash equivalents 2,205 -
Receivables 59,997 -
P OO e 908 e T
Non-current assets
Investments 13,245 -
Property, plant and equipment 305,414 -
Deferred tax asset 481
NGl e BB T
e 407406 ..o T
Total assets 470,526 -
Current liabilities 45
Payables 39,138 -
Interest bearing liabilities 14,120 -
Current tax liabilities 2,550 -
D SIS e e 4T
Non-current liabilities
Interest bearing liablities 213,762 -
D SIS e e 488
Total liabilities 271,005 -

Net assets 199,521 -




NOTES

NOTE 9. DISCONTINUED OPERATIONS

d. Details of the sale of the segment

CONSOLIDATED

2008

$°000
Consideration received or receivable:
Equity holding 347,950
LSS N CASN OUIIOW | s e (69,027)
Total disposal consideration 278,923
Carrying amount of et assets SOId | ..o e (199,521)
Gain on sale before income tax 79,402
NHGL share of gain on sale before income tax (52.85%) 41,964
Less employee bonusesto be paid | ... e (650)
Gain on sale of rental business 41,314
INCOMB LAX BXDBNISE | ..o e (15,354)
Gain on sale of the rental business after income tax 25,960

46
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NOTE 10. EARNINGS PER SHARE

CONSOLIDATED
2008 2007
CENTS CENTS
a) Basic earnings per share:
Profit from continuing operations attributable to the ordinary equity holders
of the company 3.50 1.61
Profit from discontinued operation 2822 . 14.52
Profit attributable to the ordinary equity holders of the company 31712 . 18.13
b) Diluted earnings per share:
Profit from continuing operations attributable to the ordinary equity holders
of the company 3.50 1.61
Profit from discontinued operation 2818 . 14.52
Profit attributable to the ordinary equity holders of the company . 3168 .. 18.13 .
CONSOLIDATED
2008 2007
$'000 $'000
¢) Reconciliation of earnings used in calculating earnings per share 47
Basic earnings per share
Profit from continuing operations 4,693 1,931
Profit from discontinued operation 37831  ..17381
Profit attributable to the ordinary equity holders of the company used
in calculating basic earnings pershare e V2R 19312
Diluted earnings per share
Profit attributable to the ordinary equity holders of the company used
in calculating basic and diluted earnings per share o 32028 19312
CONSOLIDATED
NUMBER NUMBER
d) Weighted average number of shares used as the demominator
Weighted average number of ordinary shares used as the denominator
in calculating basic earnings per share 134,056,324 119,691,651
Adjustments for calculation of diluted earnings per share:
OPHONS ONISSUS | e 176,898 17460
Weighted average number of ordinary shares and potential ordinary shares
used as the denominator in calculating diluted earnings per share 134,233,222 119,709,111

Information concerning the classification of securities:

Options

Options granted to employees are considered to be potential ordinary shares and have been included in the determination of diluted earnings
per share to the extent to which they are dilutive. Options have not been included in the determination of basic earnings per share. Refer note
37(a) for details in regard to outstanding options.




48

NOTE 11. CURRENT ASSETS - CASH AND CASH EQUIVALENTS

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$'000 $'000 $'000 $'000
Cash at bank and on hand 18,491 4,057 13,088 173
Cash and cash equivalents 18,491 4,057 13,088 173

The group's exposure to interest rate risk and a sensitivity analysis for financial assets and liabilities are disclosed in note 36.

NOTE 12. CURRENT ASSETS -TRADE AND OTHER RECEIVABLES

CONSOLIDATED PARENT ENTITY

2008 2007 2008 2007

$°000 $'000 $°000 $'000

Trade receivables 16,475 55,5622 29 -
Provision for impairment of receivables (281) . (1187) e T

16,194 54,335 29 -

Other receivables 2,606 467 2,363 152,696

Tax receivable from related parties 7,689 - 7723 -
L 197 2899 @ T

26,646 57661 10,113 152,696

Trade receivables, other receivables and prepayments are non-interest bearing (2007: Non-interest bearing).

a. Impairment of trade receivables

The group has recognised a loss of $281,805 (2007: $1,401,000) in relation to impaired trade receivables during the year ended 30 June 2008.
This loss has been included in “other expenses” in the income statement.

b. Other receivables

These amounts generally arise from revenues billed in arrears. For the parent entity, these are receivables on trading account from other
wholly owned entities.

c. Risk exposure

Details of the group and the company's exposure to risks to foreign exchange risk is provided in note 36.

NOTE 13. CURRENT ASSETS - INVENTORIES

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$'000 $'000 $'000 $'000
Inventories
Raw materials and stores — at cost 4,167 4,991 - -
Work in progress — at cost 815 669 - -
Finished goods - at cost 25,061 22,040 - -
Net realisable value adjustment 761 (1200 o T
29,282 27580 - -
Consumables — at cost - 90 - -

29,282 27670 - -
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NOTE 14. CURRENT ASSETS - DERIVATIVE FINANCIAL INSTRUMENTS

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$'000 $'000 $'000 $'000
Current assets
Interest rate cap 409 172 - -

Instruments used by the group

The group currently has in place an interest rate cap with a strike rate of 7.50% on face value of $15 million. The cap has not been applied to
specifically hedge any of the current group borrowings and has consequently been classified as “held for trading” The term of the cap is for a
period of 10 years commencing on 1 July 2004.

No amounts have been received under the interest rate cap since inception.

NOTE 15. NON-CURRENT ASSETS - RECEIVABLES

NOTES CONSOLIDATED PARENT ENTITY

2008 2007 2008 2007

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

Trade receivables 1" 12 1" 12

Employee share plan 37(b) 36 83 36 77
Provision for Impairment e @) M @
L 28 82 28 6.

39 94 39 88

Non-current trade and other receivables are non-interest bearing (2007: Non-interest bearing). The fair value of non-current trade and other
receivables approximate their carrying amount.

NOTE 16. NON-CURRENT ASSETS - AVAILABLE-FOR-SALE FINANCIAL ASSETS

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$°000 $'000 $'000 $'000
Listed securities
Equity - 12,003 - 12,003

National Hire Group Limited held shares in Coates Hire Limited and these were classified as available-for-sale financial assets as at 30 June
2007 On 9 January 2008, the group acquired Coates Hire Limited as part of a consortium undertaking, increasing its shareholding to 47.15%
and as a result has accounted for the investment as an associate in accordance with AASB 128 Investments in Associates (refer to note 7).
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NOTE 17. NON-CURRENT ASSETS - OTHER FINANCIAL ASSETS

NOTES CONSOLIDATED PARENT ENTITY

2008 2007 2008 2007

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

Shares in subsidiaries 39 - - 72,744 71,857
O I S NS e \29804) 1,363
O = S 73,220

Units in controlled unit trust 39 - - - 7,750
Provision for Impairment e T B T (710)
e T T T 7,040

Unlisted equity securities - 13 - 13
Provision for Impair et e R (8) T (13).

- - 43,230 80,260

* Other investments in subsidiaries include the parent entity interests in subsidiaries as disclosed in 1(b)(i).

Reclassification of interest-free loans to subsidiaries as per the accounting policy as disclosed in 1(b)(i), which were previously disclosed
as receivables in the 2007 annual report.

2007

50 SHARES IN SUBSIDIARIES $'000
As reported in 2007 annual report 71,857
Reclassification 1,363

As reported in 2008 annual report 73,220
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NOTE 18. NON-CURRENT ASSETS - PROPERTY, PLANT AND EQUIPMENT

LEASED
LEASEHOLD PLANT & PLANT &

LAND*  IMPROVEMENT EQUIPMENT EQUIPMENT TOTAL
CONSOLIDATED $'000 $'000 $'000 $'000 $'000
Year ended 30 June 2007
Opening net book amount 318 2,027 263,516 11,995 277856
Additions - 826 57307 - 58,133
Additions through acquisition of a business - - 3,896 - 3,896
Depreciation & amortisation - (717) (46,236) (1,388) (48,341)
O DOSRIS e T @n 789 T (7926)
Closing net boOk BMOUNt e 818 2089 | .270604 . 10607 .. 283618
At 30 June 2007
Cost or fair value 318 3,744 384,066 13,764 401,892
Accumulated depreciation oo S (16%6) . (13462 (3187) (118274
Net book amount 318 2,089 270,604 10,607 283,618
Year ended 30 June 2008
Opening book amount 318 2,089 270,604 10,607 283,618
Additions - 229 51,325 - 51,554
Depreciation & amortisation - (231) (23,839) (765) (24,835) 51
Disposals - (82) (3,180) (36) (3,298)
Sale Of OPETANONS e T (2,005)  (293603)  (9.806) (305414)
Closing net bookamount 318 e T 1307 T 1625
At 30 June 2008
Cost or fair value 318 - 4,795 - 5113
Accumulated depreciation T T 3488 T (3,488)
Net book amount 318 - 1,307 - 1,625

* Land is carried on the historical cost basis.
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NOTES

NOTE 19. NON-CURRENT ASSETS - DEFERRED TAX ASSETS

NOTES CONSOLIDATED PARENT ENTITY

2008 2007 2008 2007

$000 $000 $'000 $000
Deferred tax assets - - 325 674
The balance comprises temporary differences
attributable to:
Amounts recognised in profit or loss
Doubtful debts 85 356 - -
Employee benefits 343 1,594 8 51
Inventory and equipment provisions 228 36 - -
Accruals 32 88 48 37
Other 22 326 - -
Borrowing costs - 218 - -
Share ISsue expenses 269 586 269 ...586
e 979 ! 3204 325 e 64 ..
Set-off of deferred tax liabilities pursuant to set-off
PIOVISIONS oo oo LT L (3.204) o S

- - 325 674

Reconciliation of movement
Opening balance at 1 July 3,204 3,603 674 1,000
Credited/(charged) to the income statement 8 273 (423) (349) (326)
Acquisitions of subsidiary 41 - 24 - -
Disposal of rental BUSINESS ..o s 9 ... \24%8) S T
Closing balance at 30 June 979 3,204 325 674
Deferred tax assets to be recovered
Within 12 months 116 1,833 56 67
Greater than 12 months 863 1,371 269 607
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NOTE 20. NON-CURRENT ASSETS - INTANGIBLE ASSETS

DISTRIBUTION RESEARCH & BRAND

GOODWILL ~ AGREEMENTS  DEVELOPMENT SOFTWARE NAMES TOTAL
CONSOLIDATED $'000 $'000 $'000 $'000 $000 $'000
Year ended 30 June 2007
Opening book amount 94,305 9,835 - 1,217 3,160 108,517
Additions - internal development - - 724 - - 724
Additions — acquisitions 4,206 - - 354 - 4,560
Amortisation charge/write off e e ) (718) 09 814)
Closing netbook amount e 9o ..9838 T24 i 856 .3081 .. 112,987
At 30 June 2007
Cost or fair value 98,5611 9,835 724 2,195 3,950 115,215
Accumulated amortisation S S (1,339) ... (889) . 2.228)
Net book amount 98,511 9,835 724 856 3,061 112,987
Year ended 30 June 2008
Opening net book amount 98,511 9,835 724 856 3,061 112,987
Additions - internal development - - 363 - - 363
Additions — acquisitions - - - - - -
Amortisation charge/write off - - (122) - - (122) 53
Disposal . 8616T) (1850)  oT........\8s6)  (3,081)  (91,928)
Closing net book amount 12350 .. 7985 . 965 T T 21,300
At 30 June 2008
Cost or fair value 12,350 7,985 1,087 - - 21,422
Accumulated amortisation T SR 22) T T (122).
Net book amount 12,350 7985 965 - - 21,300

Impairment tests for goodwill

Goodwill is allocated to the group's cash-generating units (CGUs) identified according to business segment. A summary of the allocation
of goodwill is shown below:

GOODWILL
2008 2007
$°000 $'000
Capital sales 12,350 12,350
Rental services - 86,161

12,350 98,611
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NOTE 20. NON-CURRENT ASSETS - INTANGIBLE ASSETS

The recoverable amount of a CGU is determined based on value-in-use calculations. These calculations use cash flow projections based on
the financial budget approved by management for the preceding 12 months. Cash flows beyond 2009 are extrapolated using the estimated
growth rates stated below:

AVERAGE REVENUE
GROWTH RATE OVER
BUDGET CASH FLOW* FIVE YEARS** DISCOUNT RATE
2008 2007 2008 2007 2008 2007%**
$°000 $'000 % % % %
Rental services - 34,322 - 3.4% - 8.55%
Capital sales 6,983 6,579 3.7% 3.4% 10.93% 8.55%

* Management has determined budget cash flow based on past performance. The figure includes an allowance for capital replenishment and income tax.
**The weighted average growth rates used are consistent with forecasts included in independent reports.
***The discount rates used in 2007 are post tax.

Management believes that no change to key assumptions would reasonably occur which would cause the carrying amount of each CGU
to exceed its recoverable amounts for the foreseeable future.

NOTE 21. CURRENT LIABILITIES -TRADE AND OTHER PAYABLES

CONSOLIDATED PARENT ENTITY

2008 2007 2008 2007

$'000 $000 $'000 $000

54 Trade payables 12,484 24,768 63 -

Accruals - - 2,867 -

Unearned income 1,156 - - -
OMETPAVADIES e 1231320 207 . 381

20,763 36,088 3,137 381

Information about the group’s and the parent entity's exposure to foreign exchange risk is provided in note 36.

NOTE 22. CURRENT LIABILITIES - BORROWINGS

NOTES CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$'000 $'000 $'000 $'000
Secured
Hire purchase liabilities - 1,652 - -
Lease liabilities e D ) R 1666 T
e T 3218 T
Unsecured
Bank loans - 10,000 - -
O T e T 146 S
e S 10146 T
- 13,364 - -

Lease and hire purchase liabilities

Lease and hire purchase liabilities are effectively secured as the rights to the assets revert to the financier in the event of default.
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NOTE 22. CURRENT LIABILITIES - BORROWINGS

Bank overdraft

Information on the bank overdraft is set out in note 31.

Interest rate risk exposures

Details of the group'’s exposure to interest rate changes on borrowings is set out in note 36(c).

Fair value disclosures

The carrying amount of borrowings disclosed above approximates their fair value and is based upon market prices where a market exists or by
discounting the expected future cash flows by the current interest rates for liabilities with similar risk profiles.

Convertible notes

In May 2000, the parent entity issued 941,667 unsecured convertible notes with a face value of $3.75. The notes had a coupon rate of 10%
per annum and matured on 30 April 2007 The notes were repaid to holders on the maturity date.

Convertible notes are presented in the statement of financial position as follows:

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$'000 $'000 $'000 $'000
Balance at 1 July - 3,473 - 3,473
Interest accrued during the year - 58 - 58
Repaid At Tty e T (3,531) T (8531)
Balance at 30 June - - - -
55
NOTE 23. CURRENT LIABILITIES - PROVISIONS
CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$'000 $'000 $'000 $'000
Employee benefits — long service leave 45 1,250 - -
SUMPIUS 1888 SPAC e T S ] T
45 1,253 - -

NOTE 24. NON-CURRENT LIABILITIES - BORROWINGS

NOTES CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$'000 $000 $'000 $000
Secured
Hire purchase liabilities - 1,905 - -
Lease liabilities e S0 T 8582 . e T
- 10,487 - -
Unsecured
B 08NS e T 198,371 e T
e S 198371 T
- 203,858 - -

Lease and hire purchase liabilities

Lease and hire purchase liabilities are effectively secured as the rights to the assets revert to the financier in the event of default.
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NOTE 24. NON-CURRENT LIABILITIES - BORROWINGS

Bank loans

Information on the bank loans is set out in note 31.

Interest rate risk exposures

Details of the group'’s exposure to interest rate changes on borrowings are set out in note 36(c).

Fair value disclosures

The carrying amount of borrowings disclosed above approximates their fair value and is based upon market prices where a market exists
or by discounting the expected future cash flows by the current interest rates for liabilities with similar risk profiles.

NOTE 25. NON-CURRENT LIABILITIES - DEFERRED TAX LIABILITIES

NOTES CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$°000 $'000 $'000 $'000
Deferred tax liabilities 16,582 371 - -
The balance comprises temporary differences attributable to:
. Amounts recognised in profit or loss
Prepayments - 18 - -
Depreciation (188) 499 - -
Leased assets - 108 - -
Distribution agreements 2,395 2,950 - -
Gain on sale of discontinued operations 18384 RO SR
17561 3,575 - -
Setoff of deferred tax assets pursuant to set-off provisions [ER— (879) .| (3.204) T
Net deferred tax liabilities 16,582 371 - -
Reconciliation of movement
Opening balance at 1 July 3,575 3,337 - 17
Charged to the income statement 8 649 255 - -
Credited to equity - (17) - (17)
Gain on sale of discontinued operations 15,354 - - -
Disposal of rental business 9 ] (2017) . SR S
Closing balance at 30 June 17,561 3,575 - -
Deferred tax liabilities to be settled
Within 12 months - 19 - -
Greater than 12 months 17,561 3,656 - -
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NOTE 26. NON-CURRENT LIABILITIES - PROVISIONS

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$'000 $'000 $'000 $'000
Employee benefits 232 373 - 48
NOTE 27. CONTRIBUTED EQUITY
CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$'000 $000 $'000 $'000
Issued and paid up share capital
148,401,945 fully paid ordinary shares (2007: 119,704,802) 293,446 207435 293,446 207435
Other equity securities
Convertible notes - value of conversionrights 325 ... 825 325 ... 325
293,771 207760 293,771 207760
Movements in ordinary share capital
DATE DETAILS NO. SHARES  ISSUE PRICE $'000
30 Jun 2006 Balance 119,624,802 207,355 57
30 Aug 2006 Exercise of 2003 options 80,000 $1.00 80
30 UN 2007 e 19,704,802 207435
4 Dec 2007 Exercise of 2003 options 40,000
31 Dec2007 | Issue of ordinary shares 280657143 8300 8971
30 Jun 2008 148,401,945

Ordinary shares

Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the company in proportion to the number
of and amounts paid on the shares held. On a show of hands every holder of ordinary shares present at a meeting in person or by proxy
is entitled to one vote, and upon a poll each share is entitled to one vote.

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$°000 $'000 $°000 $000
Convertible notes
Balance at 1 July 325 308 325 308
Deferred tax liability component e e T 7.
Balance at 30 June 325 325 325 325

The amount shown for convertible notes is the value of the conversion rights relating to convertible notes.
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NOTE 28. RESERVES

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$'000 $'000 $'000 $'000
Foreign currency translation reserve (9) (868) - -
Share-based payments reServe e 2257 .. 1792 ...2287 1792
2,248 924 2,257 1,792
Movements
Foreign currency translation reserve
Balance 1 July (868) 46 - -
Net translation differences on foreign subsidiary | 859 . O14) T
Balance at 30 June (9) (868) - -
Share-based payments reserve
Balance 1 July 1,792 1,420 1,792 1,420
Share-based payments recognised in the income statement 485 372 465 . 372
Balance as at 30 June 2,257 1,792 2,257 1,792

Foreign currency translation reserve

Exchange differences arising on translation of the foreign controlled entity are taken to the foreign currency translation reserve as described
58 in note 1(d)fiii).

Share-based payments reserve

The share-based payments reserve is used to recognise the fair value of options issued but not exercised and the fair value of retention
bonus shares.

NOTE 29. RETAINED PROFITS

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$'000 $'000 $'000 $'000
Balance at 1 July 34,550 23,607 36,185 46,342
Net profit/(loss) for the year 42,524 19,312 45,377 (1,788)
Dividends (11,908) (8,369) (11,908) (8,369)

Balance at 30 June 65,166 34,550 69,654 36,185
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NOTE 30. DIVIDENDS

PARENT ENTITY
2008 2007
$'000 $000
Ordinary shares
Final dividend for the year ended 30 June 2007 of 5.0 cents (2006: 4.0 cents) per fully paid share
paid on 13 October 2007 - Fully franked 5,985 4,783
Interim dividend for the year ended 30 June 2008 of 4.0 cents (2007: 3.0 cents) per fully paid share
paid on 16 March 2008 - Fully franked e D928 3,586
11,908 8,369
Dividends not recognised at year end
The directors have declared a final dividend of 2 cents per fully paid ordinary share, fully franked based on tax
paid at 30%. The aggregate amount of the proposed dividend expected to be paid on 10 October 2008 out of
retained profits at 30 June 2008, but not recognised as a liability at year end is 2,968 5,985

Franked dividends

The franked portion of the final dividend declared after 30 June 2008 will be franked out of existing franking credits or out of franking credits
arising from the payment of income tax in the year ending 30 June 2008. The impact on the franking account of the dividend recommended
by the directors since year end but not recognised as a liability will be a reduction in the franking account of $1,272,017 (2007: $2,565,000).
The account balances below do not reflect this adjustment.

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007 59
$°000 $'000 $'000 $'000
Franking credits available for subsequent financial years based on a tax rate of
30% (2007: 30%) 44,934 19,981 44,934 19,981

The above amounts represent the balance of the franking account as at the end of the financial year, adjusted for:
a. franking credits that will arise from the payment of the current tax liability

b. franking debits that will arise from the payment of dividends recognised as a liability at the reporting date

c. franking credits that will arise from any dividends receivable at reporting date

d. franking credits that may be prevented from being distributed in subsequent financial years

The consolidated amounts include franking credits that would be available to the parent entity if distributable profits of controlled entities
were paid as dividends.
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NOTE 31. FINANCING ARRANGEMENTS

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$'000 $'000 $'000 $'000
Financing arrangements
Total facilities available
Bank overdraft - 10,000 - 10,000
Bank loan facility - 295,000 - -
Bank leasing facility - 10,000 - -
Bank guarantee facility 500 500 - 500
T 200 S T
R 700 315800 . = 10500
Facilities utilised at reporting date
Bank overdraft utilised - - - -
Bank loan facilities utilised - 204,256 - -
Bank leasing facility utilised - 4,568 - -
Bank guarantees utilised - 388 - 388
G oo e85 5185155 AR T S T
e S 200212 388
60
Facilities not utilised at reporting date
Bank overdraft - 10,000 - 10,000
Bank loan facility - 90,744 - -
Bank leasing facility - 5,432 - -
Bank guarantee facility 500 12 - 12
O 200 S T
700 106,288 - 10,112

Those financing arrangements that were held by National Hire Group entities in 2007 were transferred as part of the Coates transaction (refer
to note 9). All of the facilities above may be drawn at any time subject to the overall limit of the facility. The facilities in place are subject to
meeting financial covenants on a six monthly basis and are reviewed by the bank at the same interval.
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NOTE 32. NOTESTO THE STATEMENT OF CASH FLOWS

CONSOLIDATED PARENT ENTITY

2008 2007 2008 2007

$°000 $'000 $°000 $'000
(a) Reconciliation of profit/(loss) from ordinary activities
after income tax to the net cash flows from operating activities:
Profit/(loss) for the year after income tax 42,524 19,312 44,743 (1,788)
Depreciation of non-current assets 24,835 47624 - -
Amortisation of non-current assets 122 1,531 - -
Profit on disposal of property, plant and equipment (406) (1,230) - -
Profit on derivatives at fair value through the profit and loss (237) (54) - -
Profit on disposal of rental business (41,314) - (45,000) -
Share of net profit of associate (1,188) - - -
Management fee (750) - (750) -
Exchange loss on foreign currency - 29 - -
Employee share reserves 465 372 465 372
Dividend received (221) - (221) -
Change in operating assets and liabilities net of effects from purchase
of controlled entity
Decrease/(increase) in trade and other receivables 1,413 (1,911) 22 46 61
(Increase)/decrease in inventories (2,580) 2,548 - -
(Increase)/decrease in net deferred tax assets (2,498) 661 621 -
Increase/(decrease) in trade and other payables 10,318 2,106 (111) (50)
Increase/(decrease) in provisions 86 (179) (48) 7
Increase/(decrease) in current tax liabilities 19,000 (@721) 4050  (4565)
Net cash inflows/(outflows) from operating activities 49,569 66,088 3,771 (5,978)

Non-cash investing and financing activities

Disposal of rental business 278,943 - - -
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NOTES

NOTE 33. REMUNERATION OF AUDITORS

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$ $ $ $
During the year the following fees were paid or payable to the auditor
of the parent entity, its related practices and non-related audit firms:
Audit services
PricewaterhouseCoopers — Audit and review of financial reports 182,285 241,405 182,285 241,405
Other assurance services
PricewaterhouseCoopers — other 2,039 14,370 2,039 14,370
Taxation services
PricewaterhouseCoopers 20,410 70,842 20,410 70,842
Advisory services
. PricewaterhouseCoopers o ........A80M 45700 46041 45,700
250,775 372,317 250,775 372,317
NOTE 34. CONTINGENCIES
CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$'000 $'000 $'000 $'000
Contingent liabilties
The parent entity and controlled entities have agreed to indemnify the group’s
bankers in respect of guarantees by the group in favour of third parties. The value
of the guarantees are: - 388 - 388
NOTE 35. COMMITMENTS
(a) Capital commitments
Capital expenditure contracted for at the reporting date but not recognised
as liabilities is as follows:
Property, plant and equipment
Within one year - 17721 - -
(b) Lease expenditure commitments
Commitments in relation to leases contracted for at the reporting date but not
recognised as liabilities, payable:
Not later than 1 year 1,037 14,475 - -
Later than 1 year and not later than 5 years 2,559 21,864 - -
LLAOTINANBYBRIS | e T 8 SR
3,596 36,933 - -
Representing:
Non-cancellable operating leases 3,596 35,348 - -
Future finance charges on finance leases - 1,685 - -

3,596 36,933
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NOTE 35. COMMITMENTS

Operating leases

The group leases premises and equipment under non-cancellable operating leases expiring within the next one to five years. The leases have
varying terms, escalation clauses and renewal rights. On renewal, the terms of the leases are renegotiated.

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$'000 $'000 $'000 $'000
Commitments for minimum lease payments in relation to non-cancellable
operating leases are payable as follows:

Not later than 1 year 1,037 13,770 - -
Later than 1 year and not later than 5 years 2,559 20,984 - -
BT AN B Y arS e T 59 T

Commitments not recognised in the financial statements 3,596 35,348 - -
Future minimum lease payments expected to be received in relation
to non-cancellable sub-leases of operating leases - 39 - -
Finance leases
The group leases various plant and equipment with a carrying amount of
$nil (2007: $10,607,000) under finance leases expiring within one to three
years. Commitments under the terms of the leases are as follows: o
Commitments in relation to finance leases are payable as follows:

Not later than 1 year - 2,371 - -
. Laterthan 1yearand not laterthan Syears T 9462 T
Total minimum lease payments - 11,833 - -
Less: Future finance charges e T (1,588) . T
Total lease liabilities - 10,248 - -
Representing:
Lease liabilities — current - 1,666 - -
Lease liabilities —NOM-CUTTENE | oo T 8582 o S

- 10,248 - -

NOTE 36. FINANCIAL RISK MANAGEMENT

The group has exposure to the following risks from its use of financial instruments:
e Credit risk

o Liquidity risk

*  Market risk

This note presents information about the company’s and group's exposure to each of the above risks, their objectives, policies and processes
for measuring and monitoring risk, and the management of capital.

The board of directors has overall responsibility for the establishment and oversight of the risk management framework across the group.
The board has established risk management guidelines and policies to identify the risks faced by the company and the group, to set
appropriate controls and to monitor risks. Risk management is carried out by the finance department in accordance with policies approved
by the board of directors. The group identifies and evaluates financial risk and proposes a course of action to the board for approval.
Necessary action is then taken to mitigate any identified risks as approved.

The company and the group, through their training and management standards and procedures, have a control environment in which all
employees understand their roles and obligations.




NOTES

NOTE 36. FINANCIAL RISK MANAGEMENT
a. Credit risk

Credit risk is the risk of financial loss to the group if a customer or counterparty to a financial instrument fails to meet its contractual
obligations, and arises principally from the group’s receivables from customers.

The company's and group’s exposure to credit risk is influenced mainly by the individual characteristics of each customer.

The group's processes for managing credit risk are to use independent third parties to provide them with credit checks, though do not obtain
official credit ratings. The group reviews the results of these checks to determine the credit limit applied to the customer. In some cases the
group requests that new customers make upfront payments or provide them with letters of support in order to secure their purchase.

Goods are sold subject to retention of title clauses, so that in the event of non-payment the group may have a secured claim.

The group has no significant concentrations of credit risk and has policies in place to ensure that sales of products and services are made
only to customers with an appropriate credit history. All counterparties for the group’s derivative and cash transactions are investment grade
financial institutions.

The group and parent entity’s maximum exposure to credit risks at the reporting date was:

PARENT
GROUP ENTITY
CARRYING CARRYING
VALUE VALUE
AS AT 30 JUNE 2008 $'000 $'000
Cash and cash equivalents 18,491 13,088
Loan and receivables 18,968 2,399
Financial instruments fair valued through the profit and loss - Derivative financial instruments . 409 T
Total exposures 37,868 15,487
64
AS AT 30 JUNE 2007
Cash and cash equivalents 4,057 173
Loan and receivables 57661 154,059
Available-for-sale financial assets 12,003 12,003
Financial instruments fair valued through the profit and loss - Derivative financial instruments 72 T
Total exposures 73,893 166,235
Trade receivables are analysed as follows:
GROSS IMPAIRMENT
2008 2007 2008 2007
$'000 $'000 $'000 $000
Neither past due nor impaired 8,359 26,084 - -
Past due 31-60 days 6,174 19,888 - -
Past due 61-90 days 1,243 3,395 - -
Past due 91-120 days 56 3,070 - -
Pastdue over 120 0ayS ] 640 .. 3082 ...\282)  (1.187)
Total 16,472 55,519 (282) (1,187)

Goods are sold subject to retention of title clauses; the value of “collateral” held against the trade receivables as at 30 June 2008
is $16,473,000 (2007: $55,520,000).
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NOTE 36. FINANCIAL RISK MANAGEMENT
b. Liquidity risk

Liquidity risk is the risk that the group does not have sufficient financial resources to meet its obligations when they come due, or will have
to do so at excessive cost.

The group’s process for managing liquidity risk is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities
when due. The group maintains a 12 month cash flow forecast, which assists in monitoring cash flow requirements across the group.

Contractual maturities for financial liabilities on a gross cash flow basis are analysed below:

Group
CONTRACTUAL 6 MONTHS 6T012 1YEARTO S5
CASH FLOWS OR LESS MONTHS YEARS
AS AT 30 JUNE 2008 $'000 $'000 $'000 $'000
Trade and other payables 18,810 18,781 29 -
Forward exchange contracts:
Outflow 203 203 - -
Company
Trade and other payables 999 999 - -
Group
CONTRACTUAL 6 MONTHS 6T012  1YEARTOS
CASH FLOWS OR LESS MONTHS YEARS
AS AT 30 JUNE 2007 $'000 $'000 $'000 $'000 65
Trade and other payables 36,088 36,088 - -
Hire purchase liabilities 3,694 865 865 1,964
Lease liabilities 11,832 1,185 1,185 9,462
Bank loans 204,256 - 204,256 -
Other borrowings 150,000 75,000 75,000 -
Forward exchange contracts:
Outflow 2,722 2,722 - -
Company
Trade and other payables 381 381 - -

The group's and parent entity's financing arrangements have been disclosed in note 31.

Capital management

The board's objectives when managing capital are to safeguard their ability to continue as a going concern, so that they can continue to
provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure to reduce the cost of capital.

The board's policy also includes the maintenance of a strong capital base so as to maintain investor, creditor and market confidence and to
sustain future development of the business.

In order to maintain or adjust the capital structure, the group may adjust the amount of dividends paid to shareholders, return capital to
shareholders, issue new shares or sell assets to reduce debt.

As at 30 June 2008 the group had $nil borrowings (2007: $217221,618) with cash and cash equivalents being $18,491,000 (2007: $4,057.473).

Their were no changes in the group'’s approach to capital management during the year.

Neither the company nor any of its subsidiaries are subject to externally imposed capital requirements.
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NOTES

NOTE 36. FINANCIAL RISK MANAGEMENT
c. Market risk

Market risk is the risk that changes in the market prices, such as foreign exchange rates and interest rates, will affect the group's profits. The
objective of market risk management is to manage and control market risk exposures within acceptable parameters, whilst optimising returns.

The group uses derivative financial instruments such as foreign exchange contracts and interest rate caps to hedge certain risk exposures.

Currency risk

Currency risk occurs when future commercial transactions are denominated in a currency that is not the group’s functional currency.
The group purchases equipment and parts internationally and is thus exposed to fluctuations in pounds sterling and US dollars.

The group uses forward foreign exchange contracts to manage its currency risk, most with a maturity of less than four months from the
reporting date. When necessary, forward exchange contracts are rolled over at maturity.

In respect of other monetary assets and liabilities denominated in foreign currencies, the group ensures that its net exposure is kept to an
acceptable level by buying and selling foreign exchange at spot rates when necessary to address short-term imbalances. In addition, the
group maintains bank accounts in pounds sterling and US dollars to manage its exposures to currency risk.

The group’s exposure to foreign currency risk at balance date was as follows, based on notional amounts:

The group takes exposure to the effects of fluctuations in the prevailing foreign currency exchange rates on its position and cash flows.
The company has no exposure to foreign currency risk at balance sheet date. Included in the following table are the group’s financial
instruments at carrying amounts, categorised by currency:

30 JUNE 2008 30 JUNE 2007

GBP usb EURO GBP usDp EURO
GROUP $000 $000 $'000 $'000 $000 $000
Non-derivatives
Cash and cash equivalents 82 1,901 - 398 1,548 -
Trade receivables 107 2,330 - 35 520 -
Trade payables i (3324 BASO) T R TUN— B30 .. 72
Gross balance sheet exposure (3,135) 1,081 - (3,518) 1,737 (72)
Derivatives
Forward exchange contracts 203 e SR T 2722 o SRS
Net exposure (2,932) 1,081 - (796) 1,737 (72)

The following significant exchange rates applied during the year:
REPORTING DATE

AVERAGE RATE SPOT RATE
2008 2007 2008 2007
GBP 0.448 0.407 0.483 0.424
usD 0.897 0.706 0.963 0.849

EUR - 0.602 0.600 0.631
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NOTE 36. FINANCIAL RISK MANAGEMENT

Sensitivity analysis

A 10 per cent strengthening/weakening of the Australian dollar against the following currencies at 30 June would have increased/(decreased)
equity and profit or loss by the amounts shown below. This analysis assumes that all other variables, in particular interest rates, remain
constant. The analysis is performed on the same basis for 2007

CONSOLIDATED

PROFIT
30 JUNE 2008 EQUITY ORLOSS
GBP (+10%) (266) 266
GBP (-10%) 326 (326)
USD (+10%) 98 (98)
USD (-10%) (120) 120
30 JUNE 2007
GBP (+10%) (72) 72
GBP (-10%) 88 (88)
USD (+10%) 158 (158)
USD (-10%) (193) 193
EUR (+10%) (7) 7
EUR (-10%) 8 8)
Interest rate risk 67

The group’s interest rate risk arises from long-term borrowings which are issued at variable rates. The group has no significant interest
bearing assets.

The group currently manages interest rate risk by using interest rate cap transactions. Such instruments have the effect of creating
a "maximum” interest rate to which the group is exposed. Any amounts payable on variable rate borrowings in excess of the capped rate
are reimbursed by the counterparty. The interest rate cap has not been designated against any borrowings.

Cash flow sensitivity analysis for variable rate instruments

The group's only interest rate exposure for financial assets and financial liabilities is cash and borrowings.

A change of 100 basis points in interest rates would have increased or decreased the group's profit and loss by $130,476 (2007: $2,042,563).
This analyses assumes that all other variables, in particular foreign currency rates, remain constant. The analysis is performed on the same
basis for 2007.
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NOTE 36. FINANCIAL RISK MANAGEMENT

Fair values

The fair values of financial assets and liabilities, together with the carrying amounts shown in the balance sheet, are as follows:

30 JUNE 2008 30 JUNE 2007
CARRYING CARRYING

AMOUNT FAIR VALUE AMOUNT FAIR VALUE
GROUP $'000 $'000 $000 $000
Financial assets
Cash and cash equivalents 18,491 18,491 4,057 4,057
Trade and other receivables 26,646 26,646 57661 57661
Interest rate cap 409 409 172 172
Financial liabilities
Bank loans - - (203,371) (203,371)
Finance lease liabilities - - (10,248) (10,248)
Hire purchase liabilities - - (3,457) (3,457)
Trade and Other payables | e A 2008) (20,768)  (36,088)  (36,088)

24,783 24,783 (191,274) (191,274)

The fair values of financial assets and liabilities, together with the carrying amounts shown in the balance sheet, are as follows:

30 JUNE 2008 30 JUNE 2007
CARRYING CARRYING

AMOUNT FAIR VALUE AMOUNT FAIR VALUE
COMPANY $'000 $°000 $'000 $000
Financial assets
Cash and cash equivalents 13,088 13,088 173 173
Trade and other receivables 10,113 10,113 154,059 154,059
Financial liabilities
Trade and other payables e BB (83T) @81) .81

20,064 20,064 153,851 153,851

The basis for determining fair values is disclosed in note 1(p).
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NOTE 37. SHARE-BASED PAYMENTS

a. Employee option plan

The employee option plan is designed to provide long-term incentives for senior managers and above (including executive directors) to
deliver long-term shareholder returns. Under the plan, participants are granted options which only vest if certain performance standards are
met. Participation in the plan is at the board's discretion and no individual has a contractual right to participate in the plan or to receive any
guaranteed benefits.

Options are granted under the plan for no consideration.
Options granted under the plan carry no dividend or voting rights.

When exercisable, each option is convertible into one ordinary share. The exercise price of options is based on the weighted average price at
which the company's shares are traded on the Australian Securities Exchange during the five days immediately before the options are granted.

Set out below are summaries of options granted under the plan:

Consolidated and parent entity - 2008

BALANCEAT  GRANTED  EXERCISED  FORFEITED LAPSED BALANCE EXERCISABLE
EXERCISE THE START DURING DURING DURING DURING AT THE END AT END OF
GRANT DATE EXPIRY DATE PRICE $ OFYEAR THEYEAR  THEYEAR  THEYEAR THEYEAR  OF THE YEAR THE YEAR
1 Dec 2005 1 Dec 2010 $1.85 261,000 - - - - 261,000 -
26 Nov 2005 26 Nov 2010 $1.85 813,000 - - - 90,000 723,000 -
20 Nov 2003 20 Nov2007 $1.00 40000 . <....A0000 T T T
] 1114000 . <....A0000 -....90000 984,000 ...
Weighted average exercise price $1.82 - $1.00 - $1.85 $1.85 -
69
Consolidated and parent entity — 2007
BALANCEAT ~ GRANTED  EXERCISED  FORFEITED LAPSED BALANCE  EXERCISABLE
EXERCISE THE START DURING DURING DURING DURING AT THEEND AT END OF
GRANT DATE EXPIRY DATE PRICE $ OFYEAR  THEYEAR  THEYEAR  THEYEAR THEYEAR  OF THE YEAR THE YEAR
3 Jan 2006 3 Jan 2011 $1.79 225,000 - - 225,000 - - -
1 Dec 2005 1 Dec 2010 $1.85 261,000 - - - - 261,000 -
26 Nov 2005 26 Nov 2010 $1.85 933,000 - - 120,000 - 813,000 -
20 Nov 2004 20 Nov 2008 $2.30 120,000 - - 120,000 - - -
20Nov2003 20 Nov2007 8100 - 120000 .. T 80000 T 40000 . 40,000
e 10990000 7.....80000 465000  -...1.M4000 40,000
Weighted average exercise price $1.80 - $1.00 $1.94 - $1.82 $1.00

No options expired during either period covered by the tables above.

The weighted average share price at the date of exercise of options during the year ended 30 June 2008 was $2.62 (2007: $2.06).
The weighted average remaining contractual life of share options outstanding at the end of the period was 2.4 years (2007: 3.3 years).
b. Employee share plan

The company has established an employee share plan for selected employees as detailed in the prospectus dated April 1997.

Shares are acquired on market on behalf of employees and are funded by interest-free loans which are repaid by the dividends paid on the
shares. The outstanding loan balance is repayable on cessation of employment with the consolidated entity.

Shares allotted under the plan will rank equally with all existing shares from the date of issue in respect of voting rights and all rights issues,
bonus share issues and dividends made or declared after allotment.

c. Employee retention bonus shares

During December 2004 the company offered retention bonus shares to 66 executives under the National Hire Group Limited deferred
employee share plan. The offer was accepted by all nominated employees and consequently in January 2005 the company issued 857045
ordinary shares at $2.20 each. The rights to these shares vested with the employees in December 2006.
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NOTE 37. SHARE-BASED PAYMENTS

d. Expenses arising from share-based payment transactions

Total expenses arising from share-based payment transactions recognised during the period as part of employee benefit expense were
as follows:

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$'000 $'000 $'000 $'000
Share-based payment remuneration 465 372 465 372

NOTE 38. RELATED PARTY TRANSACTIONS

a. Parent entities

The parent entity within the consolidated entity is National Hire Group Limited. The ultimate Australian parent entity is Australian Capital
Equity Pty Limited which at 30 June 2008 indirectly owned 67% (2007: 67 %) of the ordinary shares of National Hire Group Limited.

b. Subsidiaries
Interests in subsidiaries are disclosed in note 39.

Loans made by the company to/(from) wholly owned subsidiaries have no fixed date of repayment and are non-interest bearing. During the
financial year ended 30 June 2008, such loans to/(from) subsidiaries totalled ($29,514,108), (2007: $154,058,980). These loans have been
recognised as an additional investment in subsidiaries.

¢. Key management personnel

Directors
The following persons were directors of National Hire Group Limited during the financial year:

Executive directors

* AAitken*, Managing Director
* R Romano (resigned 25/6/08)

Non-executive directors

* S Donnelley*

* D Elphinstone (appointed 30/1/08)

* P Gammell (resigned 12/5/08)

*  Clsenberg

* J Langoulant, Chairman (appointed 12/5/08)
e J Star (resigned 24/10/07)

e JWalker (appointed 25/6/08)

* Until 12 May 2008, S Donnelley and A Aitken were Managing Director and Non-executive director, respectively.

Other key management personnel

The following persons also had authority and responsibility for planning, directing and controlling the activities of the group, directly
or indirectly, during the financial year:

NAME POSITION EMPLOYER

G Armstrong (until 9/1/08) Chief Financial Officer National Hire Administration Pty Limited
R Harman Company Secretary National Hire Administration Pty Limited
S McCullough (until 31/7/08) General Manager - Capital Sales National Hire Operations Pty Limited

P Funga (resigned 30/11/07) General Manager - Production & Assembly National Hire Operations Pty Limited

P Walsh (appointed 21/1/08) Managing Director Allight Holdings Pty Ltd

The above persons are also the same persons that had authority and responsibility for planning, directing and controlling the activities of
National Hire Group Limited (the parent entity) during the year. As a result, key management personnel disclosures for the parent entity have
not been separately disclosed in all tables.




NOTE 38. RELATED PARTY TRANSACTIONS

Key management personnel compensation
Total expenses paid during the period as part of employee benefit expense were as follows:

NATIONAL HIRE ANNUAL REPORT 2008

CONSOLIDATED PARENT ENTITY

2008 2007 2008 2007

$'000 $000 $000 $'000

Short-term benefits 1,853 2,678 612 738

Post employment benefits 149 197 50 64

Share-based payments 348 103 126 15
T e 20 29 10 2.

2,370 3,007 798 829

Share and option holdings
i. Share holdings

The number of shares in the company held during the financial year by directors of National Hire Group Limited and other key management

personnel of the group, including their personally related parties, are set out below:

OPENING  RECEIVEDON  ADDITIONS/ CLOSING  RECEIVEDON  ADDITIONS/ CLOSING
BALANCE  EXERCISEOF  DISPOSALS BALANCE  EXERCISEOF  DISPOSALS BALANCE
1JUL 06 OPTIONS  DURING 06/07 30 JUN 07 OPTIONS  DURING 07/08 30 JUN 08
Directors
S Donnelley 3,991,877 - (2,000,000 1,991,877 - - 1,991,877
J Star 65,378 - 1,475 66,853 - (20,939) 45,914
R Romano 30,000 - - 30,000 - 7000 37000
D Elphinstone 842,857 - - 842,857 - 28,657143 29,500,000
Other key management
personnel
R Harman 95,827 40,000 (40,000) 95,827 - 900 96,727
P Funga 67221 - 10,279 77500 - (45,500) 32,000
S McCullough 65,221 - (24,257) 40,964 - (40,964) -

ii. Options provided as remuneration and shares issued on exercise of such options

Details of options provided as remuneration and shares issued on the exercise of such options, together with terms and conditions of the
options, can be found in section D of the remuneration report.
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NOTE 38. RELATED PARTY TRANSACTIONS
iii. Option holdings

The numbers of options over ordinary shares in the company held during the financial year by each director of National Hire Group Limited and
the other key management personnel of the group, including their personally related parties, are set out below:

OPENING GRANTED AS CLOSING
BALANCE COMPENSATION EXERCISED FORFEITED BALANCE  VESTED AND
2008 1JuL07 DURING 07/08 DURING 07/08 DURING 07/08 30JUN 08 EXERCISABLE UNVESTED
Directors
S Donnelley 261,000 - - - 261,000 261,000 -
S McCullough 174,000 - - - 174,000 174,000 -
Other key management
personnel
G Armstrong 195,000 - - - 195,000 195,000 -
R Harman 90,000 - - - 90,000 90,000 -
P Funga 90,000 - - (90,000) - - -
OPENING GRANTED AS CLOSING
BALANCE COMPENSATION EXERCISED FORFEITED BALANCE  VESTED AND
2007 1JUL 06 DURING 06/07 DURING 06/07 DURING 06/07 30JUN 07 EXERCISABLE UNVESTED
Directors
S Donnelley 261,000 - - - 261,000 - 261,000
72
Other key management
personnel
G Armstrong 195,000 - - - 195,000 - 195,000
R Harman 170,000 - (40,000) (40,000) 90,000 - 90,000
A Manning 200,000 - (40,000) (160,000) - - -
D Isaacs 225,000 - - (225,000) - - -
S McCullough 174,000 - - - 174,000 - 174,000
P Funga 90,000 - - - 90,000 - 90,000

Loans to key management personnel

There were no loans with or made to directors or key management personnel during the year.

Other transactions with key management personnel

°  DWB (NH) Pty Limited rented premises from companies associated with the family of non-executive director Mr S Donnelley.

*  DWB (NH) Pty Limited entered into agreements to lease properties from Abbott Properties Pty Limited and Star Penshurst Properties
Pty Limited, companies of which Mr J Star is a director. Another director, Mr S Donnelley, is a potential beneficiary of a family trust,
which owns shares in Abbott Properties Pty Limited.

*  Commercial transactions were entered into with Unity Plant Services Pty Limited, an entity indirectly related to Mr S Donnelley involving
the rental of equipment.
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NOTE 38. RELATED PARTY TRANSACTIONS

All of the above arrangements are on normal commercial terms and conditions. Aggregate amounts of each type of transaction with key
management personnel of National Hire Group Limited are as follows:

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$ $ $ $
Amounts recognised as revenue
Hire revenue 1,386,951 1,917883 - -
Amounts recognised as expenses
RENMAI EXDENSE | oo 200009 1,096,326 S
Amounts recognised as receivables - 266,248 - -

d. Transactions with related parties

The following transactions occurred with related entities during the year ended 30 June 2008:

Revenue from property, plant, equipment and parts sales to immediate 3,496,863 - - -
parent entity

Revenue from property, plant, equipment and parts sales to associate 32,028 - - -
Revenue from equipment hire to immediate parent entity and 929,654 2,247100 - -

associated subsidiary

Purchase of property, plant, equipment and related parts from immediate 7801,590 25,392,479 - -

parent entity and associated subsidiary /3

Payments for equipment under finance leases where the immediate parent

entity is the lessor 1,176,607 2,370,863 - -
Property rent and operating lease payments paid to immediate parent entity

and associated subsidiary 1,360,395 1,818,632 - -
Reimbursement of expenses to ultimate parent entity 45,327 73,119 45,327 -
Management fee receivable from associate 750,000 - 750,000 -
Reimbursement of expenses to associate 106,088 - 106,088 -
Success fee payment to ultimate parent entity 3,000,000 - 3,000,000 -

Current tax payable assumed from wholly-owned tax consolidated entities -

7,688,789 7,995,995

e. Outstanding balances arising from related party transactions

The following balances are outstanding at the reporting date in relation to transactions with related parties:

Current receivables

Wholly owned tax consolidated entities - - 10,758,257 154,058,980
Parent entities 31,554 339,920 - -
Other related parties - 37305 - -

Current payables
Parent entities 56,307 1,005,764 - -

No provision for impairment of receivables has been raised in relation to any outstanding loan balances and no expense has been recognised
in respect of bad or doubtful debts due from subsidiaries.




74

NOTES

NOTE 38. RELATED PARTY TRANSACTIONS

f. Loans to/from related parties

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007

$ $ $ $
Loans to subsidiaries
Beginning of the year - - 154,058,980 181,549,666
Loans repaid as part of Coates transaction - - (192,174,040) -
Loan repayments received - - (42,263,267) (27490,686)
i e - 109892436 -
End of year - - 29,514,109 154,058,980

No provision for doubtful debts has been raised in relation to any outstanding loan balances and no expense has been recognised in respect
of bad or doubtful debts due from subsidiaries.

g. Guarantees

The total value of bank guarantees provided by the parent entity on behalf of its subsidiaries are $nil (2007: $388,000). No fees have been
charged by the parent entity in respect of the provision of such guarantees.

h. Terms and conditions

The terms and conditions of the tax funding agreement are set out in note 8.

All other transactions are made on normal commercial terms and conditions and at market rates except that there were no fixed terms for the
repayment of loans between related parties and these loans are made on an interest free basis.

i. Associate

Interests in associate are disclosed in note 7.

During the financial year ended 30 June 2008, there were various transactions between Coates Group and other related parties of National
Hire Group Limited. Since this investment forms a significant part of the financial position and performance of the group for the financial year
ended 30 June 2008, the transactions are disclosed as below for the period in which there was a related party relationship.

Associate transactions with key management personnel and directors

*  Commercial transactions were entered into with Unity Plant Services Pty Limited, an entity indirectly related to Mr S Donnelley involving
the rental of equipment.
*  Commercial transactions were entered into with William Adams Pty Ltd, a company of which Mr D Elphinstone is a director and principal.

All of the above arrangements are on normal commercial terms and conditions. Aggregate amounts of each type of transaction with key
management personnel of National Hire Group Limited are as follows:

ASSOCIATE
2008
$

Amounts recognised as revenue
Hire revenue 789,160
Sales revenue 2,449,461

Amounts recognised as receivables 3,389




NOTE 38. RELATED PARTY TRANSACTIONS

Associate transactions with related parties
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The following transactions occurred between Coates and other related entities during the year ended 30 June 2008:

ASSOCIATE

2008

$

Revenue from equipment hire 1,050,547

Revenue from recharges to the group 106,088

Purchase of property, plant, equipment and related parts from related 2,127387
parties of the group

Payments for equipment under finance leases where the group's parent 1,176,607

entity is the lessor

Property rent and operating lease payments paid to the group's parent entity 1,002,335

Reimbursement of expenses to the group's ultimate parent entity 27690

Management fee payable to National Hire Group Limited 750,000

Associate outstanding balances arising from related party transactions

The following balances are outstanding at the reporting date in relation to transactions with related parties:

ASSOCIATE
2008
$

Current receivables
National Hire 50,5638
Group parent entities 112,989
Other related parties 104,939

Current payables

Group parent entities 363,997
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NOTE 39. SUBSIDIARIES

The consolidated financial statements incorporate the assets, liabilities and results of the following subsidiaries in accordance with the
accounting policy described in note 1(b).

EQUITY HOLDING**

COUNTRY OF CLASS OF 2008 2007

NAME INCORPORATION SHARES % %
DWB Unit Trust Australia Ordinary - 100%
NAHI Pty Limited* Australia Ordinary - 100%
National Hire Administration Pty Limited* Australia Ordinary - 100%
National Hire Operations Pty Limited* Australia Ordinary - 100%
National Hire Properties Pty Limited* Australia Ordinary - 100%
National Hire Trading Pty Limited* Australia Ordinary - 100%
National Hire Finance Pty Limited Australia Ordinary - 100%
DWB (NH) Pty Limited* Australia Ordinary - 100%
Coates Group Holdings Pty Limited*** Australia Ordinary - 100%
National Hire Equipment Pty Limited* Australia Ordinary - 100%
Australian Highway Plant Services Pty Ltd* Australia Ordinary - 100%
All Hire Pty Ltd* Australia Ordinary - 100%
Allight Holdings Pty Ltd* Australia Ordinary 100% 100%
76 Allight Pty Ltd* Australia Ordinary 100% 100%
FGW Pacific Pty Ltd Australia Ordinary 100% 100%
PT Allight Indonesia Ordinary - 100%
Allight USA Inc USA Ordinary 100% 100%

* These subsidiaries have been granted relief from the necessity to prepare financial reports in accordance with Class Order 98/1418 issued by the Australian Securities and
Investments Commission.

**The proportion of ownership interest is equal to the proportion of voting power held.

*** Formerly known as Ned Operations Pty Limited.

As part of the acquisition of Coates, the entities above that were subsidiaries in 2007 but are no longer subsidiaries in 2008 having been
transferred across to Coates Group Holdings Pty Limited.

NOTE 40. DEED OF CROSS GUARANTEE

The following entities are parties to a deed of cross guarantee under which each company guarantees the debts of the others:
*  National Hire Group Limited

*  National Hire Trading Pty Limited (left closed group in 2008)

* National Hire Equipment Pty Limited (left closed group in 2008)

*  National Hire Administration Pty Limited (left closed group in 2008)

* National Hire Operations Pty Limited (left closed group in 2008)

* National Hire Properties Pty Limited (left closed group in 2008)

*  DWB (NH) Pty Limited (left closed group in 2008)

*  NAHI Pty Limited (left closed group in 2008)

e Allight Holdings Pty Ltd

° Allight Pty Ltd

e Australian Highway Plant Services Pty Ltd (left closed group in 2008)
* Al Hire Pty Ltd (left closed group in 2008)

A number of the subsidiaries left the deed of cross guarantee as part of the Coates scheme as approved by the shareholders
on 17 December 2007.

By entering into the deed, the wholly-owned entities have been relieved from the requirement to prepare a financial report and directors’
report under Class Order 98/1418 (as amended) issued by the Australian Securities and Investments Commission.
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NOTE 40. DEED OF CROSS GUARANTEE

a. Consolidated income statement and a summary of movements in consolidated retained profits

The above companies represent a “Closed Group” for the purposes of the Class Order, and as there are no other parties to the Deed of Cross
Guarantee that are controlled by National Hire Group Limited they also represent the “Extended Closed Group”

Set out below is a consolidated income statement and a summary of movements in consolidated retained profits for the year ended
30 June 2008 of the Closed Group:

2008 2007
INCOME STATEMENT $'000 $'000
Revenue from continuing operations 84,125 285,309
Other income 3 1,284
Changes in inventories of finished goods and work in progress (1,689) (1,178)
Raw materials and consumables used (58,278) (68,516)
Loss on sale of property, plant and equipment (223) -
Occupancy and communication expense (2,460) (15,322)
Freight and rehire expenses 5 (25,769)
Fuel, oil and consumables - (3,110)
Advertising and promotion (449) (1,660)
Employee benefits (12,484) (59,874)
Travel and accommodation (755) -
Other expenses (1,662) (19,798) 77
Depreciation and amortisation expenses (685) (48,614)
Finance costs - (8,464)
Share of associate profit 1188 T
Profit before income tax 6,636 34,288
INCOME t&X XPENSE e A 1908)(10,650)
Profit from continuing OPErations ... S 23638
Profit from discontinued operations 3831 T
Profit for the year 42,564 23,638
Summary of movement in consolidated retained profits
Retained profits at the beginning of the financial year 32,271 19,702
Profit for the year 42,564 23,638
Dividends paid (11,908) (8,369)

Retained profits at the end of the financial year 62,927 34,971
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NOTE 40. DEED OF CROSS GUARANTEE

b. Balance sheet
Set out below is a consolidated balance sheet as at 30 June 2008 of the Closed Group:

2008 2007
$'000 $'000
Current assets
Cash and cash equivalents 18,369 3,719
Trade and other receivables 26,645 56,708
Inventories 29,282 24,937
Derivative financial ISUUMENS . oo 409 72 ..
Totalcurrentassets e TTO 85,536
Non-current assets
Receivables 39 94
Available-for-sale financial assets - 12,003
Other financial assets 83 1,450
Investment in associate 309,887 -
Property, plant and equipment 1,625 280,468
Intangible assets 21,214 112,850
R 2
Total non-currentassets e 333000 406,865
Total aSSetS | e 407806 492401
Current liabilities
Trade and other payables 23,148 32,868
Borrowings - 13,364
Current tax liabilities 8,872 1,702
PO S OMS eeeeeeeeeeeeeeeeeee 28 ] 1253
Total GUITENEHABIES ..o e srsns o 82048 . 49187
Non-current liabilities
Borrowings - 195,859
Deferred tax liabilities 16,582 588
PO SO 282 813
Total non-current liabilities .68 196820
Total liabilities 48862 246007
Net assets 358,944 246,394
Equity
Contributed equity 293,769 209,631
Reserves 2,248 1,792
Retained profits 62921 . 34971
Total equity 358,944 246,394

The income statement and balance sheet shown above for 2007 relate to the Closed Group as at 30 June 2007 and as such the opening and
closing balance of the retained profits, as shown, should not reconcile.
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NOTE 41. BUSINESS COMBINATIONS
a. Summary of acquisitions
On 1 April 2007, National Hire Equipment Pty Limited acquired 100% of the hire assets of All Site Rentals Pty Limited.

The acquired business contributed revenues of $803,778 and net profit of $164,762 to the group for the period from 1 April 2007
to 30 June 2007 If the acquisition had occurred on 1 July 2006, consolidated revenue and consolidated profit for the year ended
30 June 2007 would have been $292,360,519 and $19,970,655 respectively.

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

FAIR VALUE
$'000
Plant and equipment 3,896
Receivables 29
Deferred tax assets 24
Trade payables and accruals (46)
O -1
3,846
GoodWill 0N @CQUISTLION | e 3,284
7130
Represented by:
Cash 6,767
..Purchase costs related to the acquisition 363 79
7130

The goodwill is attributable to the profitability of the acquired business.

There was no difference between the carrying value and fair value of assets and liabilities acquired.

b. Purchase consideration

CONSOLIDATED PARENT ENTITY
2008 2007 2008 2007
$ $ $ $
Outflow of cash to acquire subsidiary, net of cash acquired:
Cash consideration - 7130 - -

Less: Cash balances acquired - - - _

Outflow of cash - 7130 - -
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DIRECTORS’ DECLARATION

In the directors’ opinion:

a. The financial statements and notes set out on pages 28 to 79 are in accordance with the Corporations Act 2001, including:

i.  complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory professional reporting requirements;
and

ii. giving a true and fair view of the company’s and consolidated entity’s financial position as at 30 June 2008 and of their performance,
for the financial year ended on that date;

there are reasonable grounds to believe that the company will be able to pay its debts as and when they become due and payable; and

c. atthe date of this declaration, there are reasonable grounds to believe that the members of the Extended Closed Group identified in note
40 will be able to meet any obligations or liabilities to which they are, or may become, subject, by virtue of the deed of cross guarantee
described in note 40.

The directors have been given the declarations by the managing director and the group financial controller required by section 295A of the
Corporations Act 2001.

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

L

John Langoulant Andrew Aitken
Chairman Managing Director
Perth

28 August 2008
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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS

PRICEAVATERHOUSE(QOPERS

PricewaterhouseCoopers
ABN 52 780 433 757

Qv
250 St Georges Terrace
Perth WA 6000

GPO Box D198
Independent auditor’s report to the members of E;“;'T":';:::"'O
National Hire Group Limited Australia

Telephone +61 8 9238 3000
Facsimile +61 8 9238 3999
WWw.pwc.com/au

Report on the financial report

We have audited the accompanying financial report of National Hire Group Limited (the company),
which comprises the balance sheets as at 30 June 2008, and the income statements, statements
of changes in equity and cash flow statements for the year ended on that date, a summary of
significant accounting policies, other explanatory notes and the directors’ declaration for both
National Hire Group Limited and the National Hire Group Limited Group (the consolidated entity).
The consolidated entity comprises the company and the entities it controlled at the year’s end or
from time to time during the financial year.

Directors’ responsibility for the financial report

The directors of the company are responsible for the preparation and fair presentation of the
financial report in accordance with Australian Accounting Standards (including the Australian 381
Accounting Interpretations) and the Corporations Act 2001. This responsibility includes
establishing and maintaining internal controls relevant to the preparation and fair presentation of
the financial report that is free from material misstatement, whether due to fraud or error; selecting
and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances. In Note 1(a), the directors also state, in accordance with
Accounting Standard AASB 101 Presentation of Financial Statements, that compliance with the
Australian equivalents to International Financial Reporting Standards ensures that the financial
report, comprising the financial statements and notes, complies with International Financial
Reporting Standards.

Auditor’s responsibility

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

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

Liability limited by a scheme approved under Professional Standards Legislation
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PRICEAATERHOUSE( COPERS

Independent auditor’s report to the members of
National Hire Group Limited (continued)

Our procedures include reading the other information in the Annual Report to determine whether it
contains any material inconsistencies with the financial report.
For further explanation of an audit, visit our website http://www.pwc.com/au/financialstatementaudit.

Our audit did not involve an analysis of the prudence of business decisions made by directors or
management.

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

Independence

In conducting our audit, we have complied with the independence requirements of the Corporations
Act 2001.

Auditor’s opinion
In our opinion,

(a) the financial report of National Hire Group Limited is in accordance with the Corporations
Act 2001, including

(i) giving a true and fair view of the company's and consolidated entity’s financial
position as at 30 June 2008 and of their performance for the year ended on that
date; and

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

(b) the financial report also complies with International Financial Reporting Standards as
disclosed in Note 1(a).

Report on the Remuneration Report

We have audited the Remuneration Report included in pages 15 to 22 of the directors’ report for
the year ended 30 June 2008. The directors of the company are responsible for the preparation
and presentation of the Remuneration Report in accordance with section 300A of the Corporations
Act 2001. Our responsibility is to express an opinion on the Remuneration Report, based on our
audit conducted in accordance with Australian Auditing Standards.

Auditor’s opinion

In our opinion, the Remuneration Report of National Hire Group Limited for the year ended 30 June
2008, complies with section 300A of the Corporations Act 2001.

PricewaterhouseCoopers
Eug(m &&?

Douglas Craig Perth
Partner 28 August 2008
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INVESTOR INFORMATION

The shareholder information set out below was applicable as at 14 August 2008.

20 LARGEST SHAREHOLDERS

Ordinary shares

PERCENTAGE

NUMBER OF SHARES

NAME HELD ISSUED
WesTrac Pty Ltd 98,300,404 66.2%
Elph Pty Ltd 29,500,000 19.9%
McNeil Nominees Pty Limited 4,051,405 2.7%
Stirhill Pty Ltd 1,991,877 1.3%
National Nominees Limited 1,809,811 1.2%
J P Morgan Nominees Australia Limited 1,306,676 0.9%
UBS Wealth Management Australia Nominees Pty Ltd 882,994 0.6%
Zazu Holdings Pty Ltd 650,000 0.4%
HSBC Custody Nominees (Australia) Limited 455,672 0.3%
Luton Pty Ltd 350,000 0.2%
Weebinn Pty Limited 208,572 0.1%
Mr Adrian Richard Creedon 165,000 0.1%
Mr lan Mark Paton 163,000 0.1%
Warbont Nominees Pty Ltd <Unpaid Entrepot A/C> 150,000 0.1%
ANZ Nominees Limited <Cash Income A/C> 124,653 0.1%
Di lulio Homes Pty Limited <Di lulio Super Fund A/C> 122,857 0.1%
Summerview Management Pty Ltd <R W PSF A/C> 120,000 0.1%
Mr Steven John Palamara 120,000 0.1%
Rennel Pty Limited 102,857 0.1%
Mr Peter Hampden Action & Mrs Sarah Catherine Action <Action Super Fund A/C> 100,000 0.1%

Number of issued ordinary shares 148,401,945 100.0%

Substantial shareholders

Notices have been received in respect of the following substantial shareholdings:

WesTrac Pty Ltd 98,300,404 66.2%
Elph Pty Ltd 29,500,000 19.9%

Distribution schedule of holders of the company’s equity securities

1-1,000 157095
1,001-5,000 1,672,303
5,001-10,000 1,754,568
10,001-100,000 4,257617

148,401,945

There are 112 holders of ordinary shares having less than a marketable parcel of 248 ordinary shares.
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INVESTOR INFORMATION

VOTING RIGHTS

Holders of the company's ordinary shares are entitled to one vote on a show of hands, and, on a poll, one vote for every
fully paid up ordinary share held.

QUOTATION OF THE COMPANY'’S SECURITIES

The company'’s securities are quoted only on the Australian Securities Exchange Limited (ASX) as under:

Class of security ASX code
Ordinary shares NHR

OTHER INFORMATION RELATING TO THE COMPANY’S SECURITIES:

There are no restricted securities on issue.
There is no current on-market buy-back.

There is no quotation on any other stock exchange.

CORPORATE CALENDAR

2008 Annual General Meeting 21 November 2008
Half year end 31 December 2008
Half year profit announcement February 2009
Financial year end 30 June 2009
Financial year profit announcement August 2009

SHARE REGISTRY ENQUIRIES
Shareholders requiring information about their holdings should contact the company's share registry:

Registries Limited
Level 7

207 Kent Street
Sydney NSW 2000

Telephone: 1300 737 760
Facsimile: 1300 653 459

Web: www.registriesl.com.au

Email: registries@registries.com.au
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