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VISION
o ba a supsrior performing and competitive company.

KEY FINANCIAL OBJECTIVES

Achisve an after tax, pre-amortisation rate of return on sharsholders®
funds of 20% per annura.

Achisve long-term sarmings per share growth of 10% per anrur.

DIVIDEND POLICY

To distribute 50% of the Company's ret sarnings before amortisation
of goodwill to sharehalders.

FINANCIAL CALENDAR

Paymant of final dividend for 2004 Septermber 2004
Publication of results to 31 December 2004 Fabruary 2005
Prafminary results to 30 Junes 2005 August 2005

Report and accounts for year to 30 June 2005 Gotobear 2005

* Subject to change.

ANNUAL GENERAL MEETING

The 2004 Annual General Meeting of Makheraon's Lirnited wil
be hald gt the ASX Theatrette, 530 Collins Strest, Melbourne
at 11.00am on Friday, 5 Movernber 2004,




+ A 63% increase in after tax profit {before goodwill amortisation of $4.3 million} to $21.1 miltion which
represents a 21% return on average shareholders’ funds.

+ A 19% increase in earnings per share to 38.0 cents {before goodwill amortisation}. Before restructure costs,
earnings per share were 43.4 cents.

+ Strong positive operating cash flows, with net debt to shareholders’ funds reducing to 74% at year end,
despite the acquisition of Cork Asia Pacific.

+ Dividend payout increasing to 19.0 cents per share, fully franked, from 15.0 cents last year.
+ An increase in Consumer Products divisional profit {EBITA) of 129% to $26.3 million.

+ A decrease in Printing divisional profit {(EBITA) of 5% to $12.2 million.

+ Cork Asia Pacific's profit contribution exceeding expectations.

» Consolidation and physical retocation of the Australian Housewares businesses into Cork’s premises,
and creation of McPherson’s Consumer Products Division.

+ Pak Imports, a New Zealand housewares business, was acquired on 31 March 2004.




MePherson's objective is to create shareholder vaiue through &
strateqy of operating high return and high cash fiow businesses
which provide funding for expansion and & heaithy divicend payout.

Owver the past five years, this strategy has produced the desired
results. Aninvestrment of $1,000 i1 McePherson's shares on 1st July
1899, ogether with re-nvested dividends, had accumuiated to
approximately $8,100 on 30th June 2004, This represents a etum
of around 55% par annurm over the five year pariod,

The 2003-04 year was gnother eventful and excitisg one,
commeancing with e acguisition of Cork Asia Pacific on 15t July
2003, This highly branded, leading beauty care and hal care busingss
was acquiad for arcund $20 million and was fundad by 368 milion
of bank debt and approximately $30 milion of new capital,

The acquisigor: of Cork was a mgjor contributers to the Company’s
63% increase in after ax profit to $271.7 miflion (hefore goodwil
amaortisation of $4.3 milliogy,

Whilst the after tax returst on shareholders’ funds was down slightly
to 21%, the Cormpany stilf maintaned s rating of being well within
the top 10% for all public companias far this performance measure,

Cash fow generation was a highlight. During the year, $44 milfion
of pre tax aperating cash flow was géenerated. This not only funde
a dividend payout ratio of 50% but akso enabled et debt to be
recuced hy $24 rilion. As at 30th June 2004, ret dent had peen
reduced o a level egual to 74% of shareholders” funds, dowss fom
1129 immediately foliowing the Cork acquisition. This is i fing with
10 same rabdo as at 30th June 2003 and will enable the Compary
10 pursee further detdt fundead acquisitions in the near fuiure,

Ouring the year, the Cork and McPhersan's Housewares businesses

were irkegrated to form MePhersorys Consumes Products, The
combined business produced EBITA of 326.3 milion (prior year

3118 milion from McPherson's Housewares) despite one-off costs
of $3.7 milion associated with the integration of the two businesses,
The resuit was also affected by the closure, in the June quarter, of
the nan-core garment hanger supply Busingss as well as the placing
in receivership of Cark’s European licensee and g consequent
need o integrate thase aperations with MePherson's existing
Egropean network,

The response form domestic custormears 1o the expanded MePhersons
Consarmer Products busingess as been particularly enceuraging.
That response has opened ap a number of markatplace opportunities
as well 8% encouraging an aggressive approach to the acquisition
of farther compatible consurner product bBusinesses,

The Printing Givision produced a creditabie EBTTA of $12.2 milion,
a decline of 5% on the previous year, Again, this was achieved
tespite non-recunyy) expenses associated with & major re-equipment
and restructure of the Book and Commercial Printing busingess
which wil invalve further capital expenditure of around $18 million,

AL year end, & number of consgsmer product acquisition opporunities

were under consideration, of which two had proceeded o e next
stage of due diigence.

Raymond C. King
Chairman
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RAYMOND ©. KING B.ooM, DIFED., MBA
Chairman

Mr King has been a non-executive Director of McPherson's since
THOE and was appointed Chairman in July 1992, Mr King has been
a member of the Board's Audit Risk Managernent and Campliance
Committee since October 1998, Currently he is Chairmian of Nylex
Limited, Taverner Hotal Group Pty Lt and Space Time Research
Piy Lxdd. M King is aiso a Director of Austeren Limited and a Director
of AFL Club, St Kidda, My King is 85 years of age.

Sharehoiding: 1,000,000 shares

SAVID 3. ALLMAN ss0

Managing Director

M Allman was appointed Chiel Executive in Decermber 19894 and
Bacame Managing Director in March 1995, Mr Afiman is 57 years
of age.

Frior to joirting McPhersson's Lirnited My Allman was Managing
Girector of Cascade Group Limited, & position he held for seven
years, Belorg this ha held senior positions vith Eiders IXL Limited
and Castiernaing fooheys Limited. Mr Aliman holds a degree in
engineering and prior 1o obtaing general management positons held
ranageriai toles in production management, finance and marketing.

Sharehoiding: 306,500 shares 300,000 optons

JOHN P CLIFFORD menG & MAN

wr Clifford was appointed a non-executive Director of MoPherson's
Limited o 8 Qctober 2003 and is a mamber of the Boards Auddit
Risk Mansgerment and Compliance Committee. My Clfford is a
Girector of Canterbury Partners, Srand Zquity Py L1d and Executive
Girector of Bayard Capitai Management Pty Lid. My Cilford is 37
years of age.

Danied 4. Alinian
Managing Director

Raymond C. Ring
Cliairiman

oty £ Clifford
Director

SHACON A ROWELL 8.8, (MONS), C.A., FAICD

M Rowell was appointad a non-executive Directsy of MoePherson's
Limited on 8 Qctober 2003 and is Chairmar: of the Board's Audit
Risk Management and Compliance Committee. My Rowell is
Chairmarn of Greens Foods Lid, & food masuiacturing company,
and also Chairman of MMC Contranian Lid. My Rowell is 49 years
of age.

Shareholding: 13,422 shares

ALEX WAISLITY BECON, LLE,

M Waislitz has been a non-executive Directar of McPherson's
since March 1898, My Waishtz is Executive Chairman of the Thornay
lvestment Group. He has exdtensive business experience, and is &
Cirector of vazious Prag Group and Visy Board cormpanies. Mr Waislicz
is alse & Director of the Colingwaood Football Club and Adacet
Technologies Ltd, Mr Waislitz is 46 years of age,

Mr Peter Landos of the Tharmay nvestment Group was appointad
as an akemate Directar for Mr Waisfitz in Juty 2003,

CEAF B OPDHLL s.o0M (MONS), FAICE, FASE
fAr O Dl was a nor-executive Diractor of MePhearson's Lismited
froers 12945 untd Bis retirement from the Board an 7 November 2003,

Sharehalding at 7 Novemnber 2003: 100,000 shares

Simon A Rowed
Diiractar

Afoy Waishty
Diracion




HOUSEWARES DHYISION

Australasia

Trading as MoPherson's Housawares and Witshire New Zesland,
e Australasian business markats an extensive range of Kitchen
utensiis, glassware and omher Kischenware products, including
tabietop, food preparation and hardware. McePherson's Housewares
Division is the eading markater of nan-electrical housewsares orodacts
it Austraiasia,

Europe

The European business trades as Richardson Sheffield, and markets
a wide range of kitchen kaives and an extansive range of uiensils
and other Kitchemware procucts in the Linited Kingdom and Eurape.

North America

Trading as Regent-Sheffield, the North Americars busingss distributes
kitchen Knives and cugery, thraugh a leading distributos of
housewares products.,

Hong Kong
The Division's Hong Kong operation ca-ordinates the sourding

of products for the Housewares Division's business units.

CORK ASA PACIFIC

Cork Asia Pacilic markets a range of beauty care and hair care
oroducts in Austrafia, New Zealand and Singapore. Cork also supplies
impulse merchandising products 1o maior Australias retaders,

PRINTING DIVISION

Book and Commercial Printing

The Divisiory's book and commercial pringng busingss is one of
Australias major diversified commercial printing companies, The
busiress offers & wide 7ange of high guality commercial pristing
services and is the largest book manufacturer in Australia,

Birectory Printing

This business prints telephone directories and similar producis, and
has a contract to produce 50% of Telstra's White and Yellow Page
refephone directory reqguirermnents gntil June 2009,

CORPORATE

The Graup's Corporate Office is based in Muigrave, Victaria

and provides corporate services for the Growp including firance,
accounting and company secretarial functions. |

Mk O Hetly it Benewtt
Managing Director

Consumer Froducts Group

George Galehouso
Ganeral Manager
Frinting Division

Chiaf Finarcial Gificer,
MePherson's Lanited




OVERWVIEW

Iy the 2003-04 year, MoPherson's Limited produced a 63% increase
in after wx profit hefore goodwilf amortisation of $4.3 milliony to
$21.7 miflion which represerts a 279 return on average
shareholders” funds, Turnover increased by 32% 1o $328.2 million.

Earmings per share (before amortisation of goodwil) increased by
19% to 38.0 cents, compared with 31.% cents in the previous year,

Gividends of 18.0 cents per share were declared for 2003-04,
anincrease of 4.0 cents per share or 27% over the previous year,
The final dividend will again be fully franked, and it 15 expected that
future dividends will contnue to be fully franked.

Guring the year the Housewares Division was merged with Cork
Asia Pacific to form McPherson's Consumear Products, This included
the physical relacation of MePherson's Housewares” Australian
aperations into Cork's premises, and resulted in a ane-off restructure
expense of $3.7 milien being incurred. Despite this, McPherson's
Consumer Products generated earnings {before interest, tax and
amortisatiorty of $26.3 million, sigrificantly ahead of the $17.5 milion
earned by McPherson's Housewares Division last year,

The strong result was achieved despite the closore of Cork’s
non-core garment hanger supply business during the year, which
although resuiting in a loss of income, has areatad additiona
wearehouse capacity reguired for i further expansion of
MoPherson's Consumer Products.
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The Printng Givision's earmings hefore iverest, tax and amortisation)
sechuced by 8% from the previous year 10 $12.2 millior, with 2 fower
contribution from the directory pringing business being partly affser
by a small increase i EBITA from the book and commercial pringng
operation. The result was after a nork-recurring charge of $0.7
rillion incurred in cornection with & major re-equiprnent and
sastructuring programeme for the book and commercial printing
Busingss which was commancad during the year,
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DIVISIONAL ACTIVITIES
The Housewares Division markets a wide range of housewares

products both within Australia and internationafy. Products are mostly
importad from the Division's sourcing operation i Hong Kong.

The prodact range inciudes cutlery, kitchen kaives, kitchen utensils,
sCales, t}akeware Ylassware, harchware and garden products, The

Division is the feading markater of non-electrical housewsares orodacts
iy Ausiransia,

The Division markets reputable, established brands including
Wiltshize, Grosvenon, Strachian, Crown, Eterna, Salter, Ai-de-Chef,
Deco, Chef'n, Ballarini, Trudeau and Typhoon. With increased
collabaration between the intersationat sites of the business, brands
such as Richardson have been successlully launched in Australasia,
Agency distiibution arrangements are aiso in place allowing the
marketing of third party brands.

Apart from a rmited manufacturing faciiity at Sheffield in the United
Kingdom, the business mainly markets finished housewares produats
at are sourced from Asia, and, in particutar, China, The fully
dedicated Hong Kong sourcing aperation sgpparts the Division's
marketing activigas by supplying products from a arge number

of independent Asiant manuiscturers,

REGIONAL ACTIVITIES

Australia

in Australia, new products were refeased in every mgjor catenory,
inciuding toois and gadgets, kitchen keives and bakeware,

The consolidation with the Australian Cork Asia Pacilic busingss
was completadd during the year and the housewares business is
naww Tuly inteqrated, creating synergies and cost efficiencies,
Warehosses in Melbourse and Sydiey have been cosed and all
assaciated one-off costs have been accounted for in the 2003-04
financial year.

Crown has a tne reputation for producing quality, valse-for-money
ulassware, Tre Australasian business is the market keader for
sUPPIVING glassware 16 the kospitality industry, In particulas, it halds
a strong posigon within the Australian beer glass market and also
disiributes comprehensive ranges of stemware, wmblers and
tugiened, decorated and pressed glasses, Crown Agstralia has
also forged & stranyg presence in the retail, premium and foodpack
classware markets, Doring the year the successfui Austraiasian
launch of the so.drink and Grosvenor rewail giassware extended
tha retall range.

The year under review was a positive one for Crown with oo sakes
it ot hospitality and foodpack. The successful Bunch of the
Casablanca, Tiara and Inca ranges were highlighes, Crown has
continued to focus ont sales of general glassware, a growing
market segmeant.

New Zealand

O 371 March 2004, the New Zealand business, Witshire, acquirad
a Wellington based operation named PAK imports. This strategic
acquisitor provided strong nevw consumer Byands in e grocery
and mass marchant channels as well as a cormprehensive portfolio
of customers, suppliers and products. Synergy savings from the
acquisitory will be fully realised during 2004-05,

Witshire siowr has a major presence with prisnary retaders in channels
lrorn grocery, mass merchant, discount resall, departmant and
speciality indeperndents.

Maoves to enhance core product 7anges and improve packaging,
helped maintain market sadershin for the Witshire brands.
Richardson Sheffield branded products wera inraduced coupled
with riew Grosvenar branded products and range extansions.
The collective partfalio of owned trands and exclusive agencies
is unigue in the warld and positions the business as quite distinet
[rorn compatitors,

International

The intarmational operation sefls pradact inte Esrope and North
America.

« The European business markets the Company's Richardson,
Laser, Fusion Edge, Sabatier, Balance, so.eat and Gripi brancds,

+ The North Arerican business trades through & leading North
Armerican distributor of housewaras products, under an exciusive
Licence ancd Supply Agreement. The busiress mainly selis tha
Company's Wittshire and Regent Sheflield brands,

In Eurape, sales revenue grev siightly whitst earnings before interest
and tax grew significantly over the previous year, This pleasing eamings
fgure was largely dog to an mprovement in the product imix tegether
with improvad sourcig. In the United Kingdom, rading with discount
operators grev as did business with the grocery sector, The brangded
kigchien Knife busingss remains robust driven by the Sabatier and
Balance brands.

The dorth American business increased contribution to divisionsl
prafigability for the third successive year with increased sales and
marging, and costinued control over Costs,

Consunmer Pruc‘éw_,tw Ditvishon
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DHVISIONAL ACTIVITIES

Cark Asia Pacific markets and distriutes & wide range of consumer
products throughout e Asia Pacific region. Key product ranges
inclste hair and beauty care accessories, impulse merchandising
praducts, baby care accessaries and home health care products.
Cork awris mary well-kngwn brands, including Lady Jayne, Manicare,
Camea, Bebalie, Home Living and Kics 'r' Cool.

Cork’s expertise lies in managing the supply and merchandising
of complex product ranges for retailers. Cork offers a combination
of supply chiain managemeant axpertise, sophisticated 1T systerns,
iF-ROUSEe Merchandising teams, ifn-storg Cosmetic style permanant
display units and a state-of-the-art distibution centre,

Duging the year, Corle Asia Pacific ceased the busingss of suppiying
garment hangers 1o leading retailers in Austraia,

Throughout the region, the business employs approxmately 460
peapie, Operations are centred 1 Sydnay, with operations also in
Mew Zealand, Singapore and Hong Kong. Products are sourced
grough long standing supplier relationships maostly int Asia through
e sourcing office in Hong Kong.

Cork Asia Pacilic has a large customer base of approximately
10,600 retail outlets which include many of B regions leading
retailess inclsding departmeant stores, suparmarkets, pharmacies
and discount depastment stares,

PRODUCT SEGMENTS

Beautycare

The Manicare brand enjoyed congnuect growth and maintained

its dominance of the Australian market, The brand is particularly
SFONG N the pharmacy channet where it holds 8 major market
share. Fiftean new products wera introduced in addition to the
annual Christas-set offering. In addition to a successiul year with
Manicarg, Cork was awarded & new tender o supply the Persona
range of nail and beauty care accessaries, which hegan

in September 2003,

Haircare

Both of the Cork mainstreanm hair accessory brands (Lady Jayne
and Carnest performed welt during the year, New products werg
introduced 1o capitalise on basic seasonal wends which enfanced
sakes results, Thie brush range enjoved an upgrade of product
features such as soft grip handles and ceramic replaced aluminium
for Beat treatmant usage brushes,

Impulse merchandise

This cateqory is heavily weighted 10 the grocery channel, bot discount
departmeant stores and supermarkets also play an imporiant part in
rarket composition.







DIVISIONAL ACTRATIES

MePherson’s Brinting Division trades as McPherson's Printing Group,
and is a highly efficient produces of telephone and other directories,
as well as books and quality comemercial oristing. Each of the printing
plants meet or exceed Australian and international Quatity
Accreditation standards,

Directories

The printing of directories is cariad out in the Chullora piant in
suburban Sydney. |Uis one of the largest four-colour colset web
printing facilities, praducing 50% of all Australian Yellow and White
Pages elephone directaries for Teistra, The McPherson's Printing
Groupy's Telstra contract extends to 30 June 2009,

As well as four-colour directory printing for Telstra, the Division also
produces four-colour echnical catalogues and several la7ge volume
iiependerit dirgctones, and offers fuily integeatad wrapning,
addressing and mailing senvices.

The volumas acieved and tha speeds maintained at the world-class
Chicdlora plang could e matchad by few facilities arsywhere in the
worled, The pressroom has thres Harris Web presses capabile of
arinting ovar ong hifion four-colour pages a week, Using the atest
compular-to-plate technotogy, combined with the plant’s perfect
birding e and fully integrated wrapping system, Chiullora can
output maose than 10,000 tefephaneg books an howr,

New eguipment

The book and comemarcisl printng business has maintainad s
position as Australia's 1a7gest boak printer, and remamns the market
leader in e production of catalogues and commercial pringng
products. During the year, McPherson's Prindng Group became

the first printing company iry Australia to install Agfa Xealibur very
large forrmat plate-setting equipraent, which uses the latest rechnology
and can produce up to 84,000 plates a year — o about 85% of the
Book printing business' plate requiremants - at a rate of up to 15
platas an howr.

The pusiress also purchased & new network-attached storage
system, o provide & fast, highly reliable and easily expandatsle
file-serving infrastructure for its growing digital aring business.

The major benefits are processing speed and the security that

e systen: provides for customer digital files. It ensures that no single
COMponent can stop the systern functioning ar cause loss of data.

Commitment 1o Maryborough

Demonstrating 15 fong-tarm commitmeant to the operations in
Maryborough, the MePharson's Printing Group has commitled 1o
further investment in few high speed bindery eouiprent and a new
Fve-colour shaat-fad press w replace two existing sheet-fod presses
currently ¥ service, The new press will improve workflow at
Maryborough and enhance custamer service.

Special contracts

The Maryborough operations continued to focas on book production
and book-type products, including & wide range of catalogues, colour
books as well as the rencvired Mehvay streat directories, The
McPhierson's Printing Growp has been e print partner for Ausway,
publishers of Mehway, since 2007,

A new long-term contract was signed with COH Australia, a leading
supplier of tax and business law information and software. Sarvices
suppiied o CCH include content management, on-demagnd digital
printing, beok printing, warehousing and distrivution of books and
loose-leaf praducts,

Additional services

Warehousing and fulfilnent are now specialised and comprenensive
client services, supplied 0 an increasing cliest base. The McPherson’s
2risting Group’s 'PRISM finished goods, sales arder and irvertory
system offers professional warehousing and fufliment services,
including handing, staring, fulfiling, packing and distribution. These
services can be tailored to meet the precise needs of customers,
and normally saves thenms substangal time anc rmangy.

Employee training

The McPherson's Printing Group is strongly comemitted 1o training
and development. There has Been sigaificant investment over the
past 18-moriths 1o ansure that employae skill levels match tha
needs of new techinciogy. Timely employee training enables he

Busingss o convart existing prodaction efficiently and accuratedy.
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This staterment outlines the main Corporate Governance practices

that were in place within e MoPherson's Limited Group throughout
the financial year. McPhersory's supports the Australian Stock
Exchiange Corporate Governance Councit's Principles of Good
Corporate Governarce Best Practice PASX CGC™L Athough
MePherson's has had establishied corporate govermance practices
it prace for some time it has now taken the opportunity (o review
its guvernance practices and Board Committee structure,

Unless indicated otherwise, the Corparate GOvarmance practicas
discussed in his statemant are consistent with e practices
gunpted i the previous financial year, THhe practices are dealt with
it s statemnent under e ollowing neadings:

» Board of Diectors

» Nomination and Remuneration Commitlee

= Audit Risk Manasgemeant and Compliance Comrittee
» Risk Management

» Ingermal Control Framework

» Ethical Standards and Stakehoiders

» Comrviunication to Sharebolders

BOARD OF DIRECTORE

The Board of Uirectors is responsible to shareholders, and bas
a primary objective of achieving long-terms growth in the vaiue
of MePherson's Lirmited shares.

The Board of Girectors s also responsible for the averall Corporate
Goversianee of MoPherson's Limited and its subsidiary cormpanies
{"the Group' including establishing e Group's strategic direction,
estabishing goals for managemant, and monirsg the achizvement
of thase goaks

The Board's roie had been docurmnented it a Board Charter and in
a Retained and Delegated Authorities of the Board document. The
Board Charter is published on the Companys websia,

The Board has an Audit Risk Managernent and Compliance
Cormgrittes and a Nomination and Remunaration Commitles (0 assist
ity the executon of &5 rasponsibifities,

The Board has established & ramawork for the managemant of tha
Growp hciuding an averall frameveork (O risk managemant, interaal
control and compliance.

Board Evaluation

McPherson's has undertaken a raview of its Board and individsal
Directors with respect to the year ended 30 June 2004, The process
irwvolves all Directors campleting & questioninaie, The results arme
colated and the Board then mest 1o discass the ouicames of thea
review. Directors are also asked to compiete individual guestionnairas
by way of seff-assessment. The Chairman then meets with each of
tha Directors 1o discuss the results.

Composition of the Board

The Directors of the Company in office at the date of this statement
together with particulars of their gualifications, experience and
special respansibilities are set out ot page 3 of Hie Annual Repart,

The composition of the Board is detanmined using the following
orinciples:
+ The number of Directors must not be fess than three nor more

than 12, Directors may determing the size of e Board within
these parameaters.

The Board is 10 be comprised of a majarity of independent
non-exacutive Directors,

« The Chairmarn of the Board is to be an independent sion-exacutive
Cirector.

« The roles of the Charman and Chief Executive Officer are not
lo he exgrcised by the same person,

+ The Board should coraprise Directors with a bread range of
expertise both nationally and nternationally that is relevant 1o
the strategic direction of the Group,

When a vacancy exists, through whatever cause, or where it is
considerad that the Company woull benefit from the services of a
nevty Sirectar wit particular skills, the Nominator and Rermaneration
Committes selects a panel of candicites with the apgropriate expertise
and experience. The Board then appaints the most suitable candidate
wha must stand for election at the next Annoal General Meating

of shareholders,

The terms and conditions of the appairtnent and retament of
Directors are Set out in an agreement between tha Company and
Directors [calied a "Director's Deed”). The Directors Dead also
includes provisions relating to Diectors” other rights and obiigations.
The Directors Dead was approved at an Annual General Meeting
of sharehwolders.

The Compary's Artickes of Association reguire that ane-third of the
Directors retre from office each year and, if otherwise eliginie, stand
for re-gtecton at the next Annuai General Meeting of members, This
reqriremant does aot apply to the Managing Dractor or o Disctors
wha have been glected in the previous three years, The Diector ar
Directors retinisyg porsuant to the shove requiremant are the Direciors
longest in office since last being alectad,

Tre Articles of Association also provide that persons who have attained
the age of 7O years or maore may not be appointad as a Director,
uless they are appointad by a special resolution of shareholders.

independence of Directors

The Board has determined to follow the ASX CGC definition of
independence and considers tat a non-executive Director wili
be independent if they:

1. pave nat been a substantial shareholder of a company or arn
officer of or otherwise associated directy with, a substantial
sharehaider of the Corapany:

2. tave nobwithin the last three years heen an execative of a Director
{of the Compary ar a Group campary) after ceasing o hold
such an appointaent;

3. have notin e Bl dyee years been a principal of 2 materl
professional aadviser or & material consultant 1@ the Company
{or Group) or an employes materially associated with the
sarvice provided;

4. are Aot a supphier of customer of a company of other Group
member or ag officer or otherwise associated directly of indirectly
with & material supplier

5. do not have a matesial contractuat relationsiip with the Company
ar another Group member other than as a Director of the
Cormpany:

B. tave not served on the Board for & period which could, of couid
reasonably be perceived to, matggially iterfere with the Directars
ability te actin the best interests of the Company: and

7. are free from any interest and any business ar other retationship,
which could or reasonabiy could be perceived o maesially
iterfere with the Director's ability 1o act in the best interests
af e Company,



Application of the above definition of independence ndicates that
the incepesdent Directors are Raymond King, Jahn Clifford and
Simon Rowell,

The skills, experience and expertise of each Director and thair term
of office at the date of this report is detaiied an page 3 of the
Annual Report,

Independent professional advice

Each Director has the right to seek independent professional advice
at the Group's expense. Prior approval of the Chairman is required,
which approval is not 1o be urreasonably withiield,

MOMINATION AND REMUNERATION COMMITTEE

As part of its review the Board has estabilished a Nominstior: and
Rernuneration Committes to replace the formers Rermuneraton
Comittes,

The role of the Nomination and Remunerations Commities is fully
decumented in & Charter, which is approved by, and considered
for amendment by the Directors answually, The Nomination and
Remureration Comndtiee is comprised of a majority of independent
Directors. The Chairman of the Nomination and Rermgnersation
Committes is the Chairmas of the Board,

The names of Nomination and Rermuneration Committes mermbers
and their atlendance at maetings are detailed on page 3 of the
Annual Rapart,

The responsibiliges of the Nornination and Rermunerstion Commities
are set out int its Charter which is published on the Company’s
website, Key responsinilites include:

Nominations

« A process for determining the necessary and desirable
competencies of Board members and the assassment of those
COMmpetancias,

« The appeintraent of suitably qualified candidates 1o the Board
i accordance wit Board policy.

» A process for the evaiuation of the Chisl Executive Oficar,

Remuneration
« The Corapany’s recruitmertt, 7etestion and termisation policies
and procedures fr executivalserion managemant.

Aswy report on executive remuneration, which is required pursuant
to any Listing Ruie of iegislative requiremeant of which is proposed
for inclusion i e Ansual Repart.

» Non-axecutive Girector remupseration.

Staff incestive plans proposed by the Managing Director, including
hornus, share andg option plans, and the basis of thelr application
armangst differing lavets of staff.

Satary, benefits and total rermaneration packages of the Managing
Diractor and senior staff reporting to the Managing Director,

Ernployes succession planning 1o ensure the continuity and guality
af managemeant.

Remuneration policy

The Group's remungation policy and straciurg is equitable,
cormpetitve and consistent S0 as to ensurg the recruitment and
ratention of persornel of the capability, competence and

experience necessary for the successful achievermnent of the Group's
strateqies and goals. Remunération is accordingly set o the
following prvciples:

« Noindividual may be invoived directly in determisting his/her

rernuneration. Extarnal advice in relation W remuneration will
be sought, where appropriate.

RFemuneration disciosure to shareholders inclades all henefits
paict mciuding:

- base salary and incentives;
- superannuation paymants; and
- any other material benefits,

ncentive paymernts for executives are refated (o company
performance, individual performance against goals, market
cosdidons and ndependent axpert advice whera appropriate and
may include aptions over shares in the Company granted at the
discretion of Directors under the MoPharson’s Lismited Employes
Share/Option Purchase Plan,

Remuneration for non-executive Directors {5 determined by the
Board withirs & maximam amoust determined by shareholders
from gme to time at the Annuai General Meeting. Non-executive
Dractors are not entided 1© participate in any neentive scheme,

Tre Company previously paid retirement beneflits 1o non-executive
Crectors nut the policy was amesded ont 7 April 2003, Conseguently
the Company no longer pays retirement benefits 1o non-executive
Cirectars appointed after the date of the change, other than
SLALLLOrY SLpEranmuation.

Where deerned appropriate, Directors may obitain independant
advice on the appropriateness of ramuneration packages.

The remuneration of certain seniof executives may include e ssue
of aptions over ardinasy shares gnder the MoPherson's Linsted
Employee Share/Option Purchase Plan,

Cetails of options ssued dusing the year ended 30 June 2004 and
in previous years including perfarmance hurdles are contaired in
the Directors' Repaort and in Note 7 1o e financial stataments,

Tra total ramursaration 1o be paid by the Company to the Directors
for each financial year is determingd from dme to time at $e Annual
Genera: Meeting of sharehoiders. Ary Director who serves on &
commmittae or who devotes special attention to the businass of ke
Group ouside the scope of thel ordinary duties may receive an
additiona: payment commensurate with e extra duties performecd,

Iformatiosn regardisg Directors” semuneration is set oot in
the Directors' Report and Note 7 1o the financial statements,

AUEHT RISK MANAGEMENT AND COMPLIANCE
COMMITTEE

The Board has reviewed the role of the Audit and Compliance
Committes and expanded its role. The Committee has been renarmed
the Audit Risk Management and Compliance Committee. The
purpose of the Audit Risk Managemant and Compliance Commitlea
i to provide the Board with further assurance in refation o the:

« operation of the risk management, internal contrat and
compliance systems;

+ refiability of financial informatiosy preparect for use by the Board: and
= evaluation of the audit process,




The role of the Audit Risk Managerment and Compliance Commitles
sy docurmentedd in & Chagter, which is approved Dy, and considerec
for amendment by the Directors annually, The Charter is pubylished
on the Company's webhsite. in accordance with this Charter, all
members of the Committes muust be non-executive Directors,

Membarship of the Audit Risk Manasgement and Compliance
Comgittee will consist of three meambers, ail of whom rmust
ne non-execative Diectors and saa of whom must also bhe
indenendent Directoss,

The Chairman and any non-executive Director may attend the
Audic Risk Management and Compliance Commitiee Meetings.
The internal and externat auditors, the Managing Birectos and the
Chief Financial Officer are invited to Audit Risk Manageraent and
Corpliance Conmitize meetings at the discretion of the Cormmitee.
The Committee is therefore abie to meet without managemernt
Heing (resent.

The Audit Risk Management and Cormpliance Cormmities make
recommendations o the Board in ralation to the appoistment of
the external auditors and review their performance on an annua
basis. The Comgpary uses the services of an outsourcad interna
audic pravider to assess the effectivengss of the Company’s risk
Mmanagement internal contral and compliance systern, The intarmal
auditar & dependent of the external auditorn and is appointed fy
the Board on recommeandation from the Committes, The Commities
meets with the internal and extarnal auditors during the year 1o
consider all sspects of thair respective audit functions.

The Audis Risk Managemeant and Compliance Commitiee requests
at the external auditor attencd the Annual General Mesgng (o
answer guestions about @ conduct of the audit and the cantant
of the audit report,

The narmes and gualifications of Agdit Risk Management and
Comgiliance Commitlee members and thel attendance at meetings
gre detailed on page 3 of the Annual Report.

FIGK MANAGEMENT

MePherson's aims 10 Use risk managemnant systems 1o support its
husiness activides and safequard shareholder value. The Board has
adapted a risk policy which:

+ USES & proven risk management approach 1o ensure appropriate
focus is given o the identification, evaluation, reatmert,
monitering, pricing and reportng of ai significant risks 1o the
McPhersson's Board;

= ensures that managing risk is an integral part of business
planning and management processes;

» informs, skills and motdvates mansgement and stafl 1o enable
thern to implernent effective risk managament practices; and

= maintaing a cost/beneafit focus whern devaloping risk treatmant
strategies, such as insurance,

INTERNAL CONTROL FRAMEWORK

The Board acknowiedges that it is responsible for the overall
iternal conirol Famewark, bul recognises that no cost effective
internal control systern will preclsde all errors and Fregularities. To
assist in discharging this responsibility, the Board has estabiished
an internal control framewveork that can he described under he
following heacdings:

Financial reporting

A comprabensive budgeting system is i1 place with an annual budget
approved by the Directors, Monthily actual results are reported
against buciget and revised forecasts for the year are prepared
reqularly for intersial use by Directars and rmanagermeant. The Group

reports 1o shigreholders on an annual basis and to the ASK hai-yearly,
Proceciures are alsa in place to ensure that price sensitive information
is reported w0 the ASK in accordancs with the continuoss
disclosure requiremeants.

Quality and integrity of personnel

The Group's persannet policies are detadied in a Policies & Procadures
Manual, compiiance with appropriate sections of which is mandatary
by all operating units.

Environmental controls

The Group has a specic palicy under the terms of which it is
mandatory for all business units within the Group to operatein

& manmer, which complies with ail applicable environmental laws,
requlations and permis,

Operating unit controls
Financial controls and procedures including information systems
controls are detailed in the Policies & Procedures Manual,

Functional specialty reporting

The Group has identified a nurmber of key areas which are subject
toy reguiar seporting o the Board including enviionmental, employee
safety, legal and insurance matters.

Investment appraisal

The Graup has clearly defined guidelines for capital expendisire,
These include annual budgets, detailed jusdfication and review
pracedures and levels of authority and due diligence requirements.

ETHICAL STANDARDS ARD STAKEHGLDERS

The Policies & Procedures Manual maintained by e Group has &
section o Ethics and Business Conduct that prescribes the standards
in accordance with which eact employee of the Group is expectad
to act. The manual covers issues such as professionsl conduct,
dealing with customers, suppliers and competitors, and dealing
wigh the community and other empioyees, The manual also provides
clear guidelines for Directors and empioyees intending to deal

in MePnerson’s Limited shares, which are pubdished on the
Campary's website.

Al Directars, managers and employees are expected 0 maintain
the standards of ethical conduct established ty the Group.

COMMURICATION TO SHAREHOLDERS

The Board informs stiareholders of all major developments affecting
the Company’s state of affairs, The Company has & policy entided
the ASX Announcemenis Policy to ensure compliance with the ASX
Listing Rule disclosure requirements in relation 1o accountabiivy for
disclasure ta the markets.

mMePherson's has established a website which provides irfarmation

toy investors including:

+ ANBOUNcaments o the markat for e past yee years;

« haff-yearly and arnoal financial data for the past three years: and

« Corporate Governanca policies including the policy entitled ASX
Announcamants Policy,

The Board seeks to encourage pasticipation of shareholders at
the Arngal General Meeting 1o ensore 4 high level of accountabilivy,
IMposant issues are presentad as single resolutions.



McPherson’s peopie represent the key to the Company's
future success. We have established clear structures and
reporting programmes to ensure that a safe and comfortable
working environment exists for all employees.

Curing the year ended 30 June 2004 the Company's emaloyees
increasac by 817, mainly a5 a consequence of the acquisigen of
Cork Asia Pacific on 1 July 2003, At 30 June 2004, the Compary
Fad 1,446 employees based in five countries as shown in the table
Below, McePhersan's is committed to maingaining positve and
effective relations with their employess through safe working
conditions, trainig programmes and in endeavoring to help al
empoyees reach eir il potengal,

The Company maintairs & policy that reguires ai business units

Lo recruit new staff members on the basis of merit, it ling with
affirrnative acton principles and without discrimisation. Ongeing
perforrmance management processes axist which allow the Company
Lo develop stafl to thair full potential, and for them 1o effectively
cortritute to e success and growth of the Company,

Training, as an ineestment in the fotige, continues 1o be a high priority
at all sites. Employees at all levels are encowraged (o improve their
range of skils anc business knowiedge through in-hogse, extarnal
and on the job raining programanes.

McPherson’s Limited employees
8y geographical area at 30 June 2004

Australia 1172
New Zeatand 116
China/Hong Kong 37
singapore 37
Unitad Kingdorn S0
Totat 1.446
SAFETY

Salety in the workplace is reated as a very serious issue, with alt
MePherson's business units daing required 0 maintain comprehensae
safety rmanagement systems and accident preventon programmes.

There is an ongoing comemitment 1o reduce accidents and injusies,
the resuits of which are montitared at various lavels within the
arganisation. including reparting to the MePherson's Limited Board
ot & regular basis, The Company requires that the safety commitiess
mainiained at each site place a moch greater emphasis on all aspects
of ageupational Bealth and safety, including increased fraining and
additionai accident pravention initiatives.

SLPERANMNUATION

Superannuation arangements pravided by the Company in each
country are at & minimum consistent with the locai practices andg
legal reguirements of those countries, For most Australian
empoyaes, the Company outsources e superannuation function
Lo ensure that emaioyeas are ahie o access the full range of
benelits and options that superannsation specilists provide,

ERVIRONMENT

Tre Company has a spacilic policy undér the terms of which it

is rmandatory for all business ugits within the Group 1o operate in

A manner st complies with ab applicatde environmental laws and
tequilations, Where appropriate, site audits are required 1o be carried
aut to assist continging compliance,

Procedures are in place whereby ail bosingsses throughout the Growp
are required 10 report esviranmsntal matters to the Board on & regular
Basis, inciuding confirmation of compliance with Compary palicy,

COMMUMITY

Te Board approves a number of specific donations annually,
which include donations to mgjor charitable instistions such as
the Australian Red Cross, the Salvation Army and the Brotherhoodd
of St Lavrence. Business units also provide some assistance to
designated local chariges, hospitais and community service clubs.

A
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Mote 2004 2003 2002 2001 2000
Sales 1 1000 28,967 248,669 252,970 2255717 200,067
Operating profit before tax and amortisation
of goocwil 000 27,749 17,702 14,227 9,287 11,460
Gperating profit before tax 000 23,420 18,872 13,3138 8628 11004
Income tax (edpenses) credit 000 {5,600 {&,726) {3,490) 2,401 {373}
Operativg profit after tax 000 18811 11.846 4,648 11.027 10,639
Profit after tax and before amortisation
of goodwil TO00's 21140 12,976 10,737 11.688 11,086
Sharehoiders” fusds 2 000 107,485 B2,453 50,330 45871 38,635
Heturn on average shareholders” funds {ROSF 3 i 6.7 21.0 2031 26.% a0.40
ROSF before amortisation of goodwil kL AR 23.0 22.3 27.7 3.3
garnings per share [EPS) 3 Cents .2 29.1 246 281 211
EPS before amartisation of goodwil Cents B0 e 27.4 2%.8 28.3
Cividends per share (fulty franked) Cents 190 15.0 120 12.0 12.0
Gperating cash flow 4 1000 43,794 19,1585 17,298 13,147 16,281
Net gebt 000 79,674 42 BE6 56,734 BB,522 &(3,401

Reeie: 1o Il yesrs pdior Lo 2008 e
COrrEciiEl arrang e
reduce salos sevente, Th

Mol 2 Sharehiokders’ fusds 21 the end ol e fnancis yes:
Meote 3 Calculated using operating proft afier tax

Mote 4 Pre-tax cash fow before capital expenditlee and dividend payments.,

in this manner has nat oocumed. T

R PHE RSON'S

LARAITELY -

archiasiog and sate of paper was anderaskes by connection with the Group's direciory pristisg operations. Ussder amessded
ffoctive 1 Judy 2000 the puzchasing and sale of |
salis showert for each year pior 10 2002 have Hean rostated 10 exciuce e mpact of those ransactons,

fradd w0y impact on ot bul
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The Board of Directors issses the following report on the consalidated financial statements of e econamic antity at the end of, and for
e year ended 30 June 2004,

ta)

18

Directors

The names of the Directors of McePhersaon's Limited who were in office from the beginaing of the financial year (o the date of this
report are as follows:

R.C. King, D, Allrman and A Waislitz,

O.B. O'Dufl was & Director of McPhersan's Limited Fom the begirning of the financial year until his resignation ort 7 Novermber 2003,

SA. Rowel and 1B Clffard have bean Directors of MoPhersosys Limited since their appointmeant on 8 October 2003 to the date
af 1S report,

Principal Activities
The principal activities of the economic entity conslituied by McPherson's Limited and the entities it controlled dering the year were:

) Consiimer Products
Manufacturars, imporiers, exporters and markaters of kitchen knives, scissors, cutlery, Kitchen utensits, glassware, hair and
heauty care and other consamer products,

i Printing
Printers of a wide range of products including guality hooks, paperbacks, loose-ieal arinting, greeting cards, telephone
directories and ather dractories,

Dividends
Detaits of dividends int respect of the current year are as follows: $090's
= Interim ordinary dividend of 9.0 cents per fully paid ordinary share paid on 30 April 2004 {fully frankec 5038
»  Final ordinary dividend of 10.0 certs per fully paid ordinary share declared by Directors fully franked}

Bt not recagnised as a lability at year and 5852
total dividends in respect of the year 10,680

The 2003 final ardinary dividend of $4,384,000 (8.0 cents per lully paid ordinary shage) referred 1o in the Directors” Repart dated
Y September 2003 was paid on 31 Gatober 2003,

Consolidated Resulis

The consalidated prafic after sy from operations of McPherson's Limited and its contralled entities for the year endead 30 June 2004
was $16,871,000 {2003: 511,846,000,

Review of Gperations
The review of operations of the econamic entity is contained in the Chagman's and Managing Directors Report on page 2 of the
Annual Report and the Review of Cperations on pages 5 10 11 of the Annual Repart and forms part of this report

Significant Changes in the State of Affalrs
In g apinion of e Directors, hare were no sigaificant changes in the state of affairs of the economic entity which have not deen
disciosed alsewhere in the Annsal Report.

Events Subseqguent to Balance Date

Subseguent to 30 June 2004, a controlied engty of MePherson'’s Limited has entered into a long-term condigonal contract for the
sale of land and buiidings iocated in the United Kingdom. Should the sale becorne uncondigonal and subsequently complete, the
net proceeds will exceed the carrying vaiue for that property at 30 Jone 2004, Apart frans this, no matiers have ansen since 30 June
2004 that have significantly effected or may significantly effect the operations of the econamic entity, the sesulis of those operations
ar the state of affairs of the econormie entity in financial periods subsequent to 30 June 2004,

Likely Developments

In the apinian af the Directors, it would prejudice the ngerests of the aconomic antity 1o include additional information, except a3
reperted in this Directors’ Raport and the Anrual Report, which relates 1o fikely developments i the operations of the acanaimic
entity and the axpected results of thase operations in financiat periods subsequent ta 30 Juna 2004,



information on Direciors

Particulars of the qualfications, experience and spacial responsibilities of each Director a5 at the date of $is report are set out
on page 3 of the Annual Report and form part of this Directors” Report,

Particulars as w the number of Directors’ meetings fincluding reetings of the Audit Risk Managernent and Compliance and the
Norination and Remunerstion Committees of Directors) and the number of meetings attended by each of the Directors of the
Compary during the yeas are set out on page 3 of the Annual Report and faras past of this Directors’ Repart,

Tre interests of Directars in the share capitai of the parent entity or in a Tefated entity are contained in the register of Directors’
shreholdings of the Compary as at the date of this repart and are set out on page 3 of the Arngal Report and form part of this
Directors' Report,

Remuneration Heport

Principles used to determine the nature and amount of remuneration

The objective of the Company's executive reward famework is to ensure reward for perfarmance is competitive and appropriate for
the results defivered, The framework aligns executive reward with the schisverment of strategic objectives and the creation of value
for sharehoiders, and conforms with markat best practice for the delivery of reward,

MePherson's Lirnited has a remuneration policy and structure that is equitable, competitive and consistent so as to enswue the
recruitrzent and retention of persannet of the capability, competence and experience necessary for the achievernent of the
Comparny's strategies and goals,

The remuneration framework provides a mix of fixed and variable pay, and a bleng of short and long-tarm incentives.

Nomination and Remuneration Committee

McPherson's has a Nomination and Rermunération Commitiee wihich has been established by the Board of Directors to anaually
review, evalusate and make recommendations 1o the Board in refation o remuneration, including:

+ non-executive Director remunerstion;
- staff incentive plans proposed by e Manaoing Director, including borus, share and option plans,
and the hasis of i application;
« satary, benefits and total remuneration packages of the Managing Director and other sedior executives; and
«substantial changes (o the principles of the Company’s superannuation arrangéemeanis,

Non-executive Directors

Fees paid to non-execuiive Directors refiect e demands wiich are made on, and the respansibitities of, the Directors. Non-executive
Directors who are members of a Board Comimities receive additiona yearly fees, Rarmuneration of non-executive Girectors is determined
by the Board within the maximam amaunt approved by the shareholders from fime ta tme at the Armual Gengral Meetirg, Non-executive
Directors are not entitled 0 participate in any incentive scharme, nor are they eligibie 10 receive share options,

0N 4 March 2003, the Board resolved to remove retrament alowances for non-executve Girectors appainted after that date.
Non-executive Directors appoirted befose that date are entitled to receive a retirement allowance equivalent 1o e aggregate
remuneraton received by them doring the three years immeadiately prior 1o thair retirement fram the Board,

Executive remuneration

The axecutive ramunaration and reward framewaork has four componants:

+  base pay and henefits;

« short-term performance incertives)

+ leng-term incantives through participation in e MePherson's Limited Employee Share/Option Purchase Plan; and
+ other remuneration such as superannuation,
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Fernuneration report [continued)

The combinaton of these comprises an axecutive’s wital remuneration. Base pay is structared a5 a package armount which may be
defivered as cash and prescribed nor-cash financial benelits at the executives discretion. Base pay is reviewed annually to reflect
ncreases in responsibifity and w ensure Hiat the exacutive’s pay is competitive in the market,

Short-term incesttives in the form of cash bonuses are svailabie to senior executives providing the Company, operating division or
PBessiness mast closety aligned with the exacutive’s areas of respansibility, achiave o excesd pre-determined profit and/or other key
performance targets. Using profit and othar performance @rgets ensures that vasiable reward is anly available when value has Deen
created for shareholdars and when profit and other targets are consistent with or exceead the busingss plan. Far senior executives
the: raximumn target bonus opporiunity s 50% of the base package amournt,

Each year the Nomination and Remuneration Committee considers the appiopriate targeis and key performance indicators together
with the level of payout if targets are met or exceedad,

Share based compensation - options

Options over ordinary shares are granted to the Managing Dyectar anc other executives under tie MoPherson's Limited Employee
Stiare/Qption Purchase Plan, which was originally approved by shareholders at an Extraordinary General Meeting iy 1987 and
subseguently considerad at e 1992 Annual General Meeting at which certain ameridments 1o the plan were approvad.

The werms and condigons of eact: grant of options affecting remunération in #is or future eporting periods are as follows:

Value Per
Exercise Option at
Grant Date  Expiry Date Price  Grart Date Date Exercisable
18-Sep-03 17-Sep-08 $3.26 $0.73 0% after 17 September 2008, 50% after 17 Septernber 2007
10-MNew-03 09-Nov-08 $3.26 $3.13 5096 after 9 Novernber 2005, 50% after & Novernbar 2007
11-Drec-03 1G-Dec-08 $3.26 $1.2 50% alter 10 December 2008, 50% after 10 December 2007

Options are ssued under the plan for a consideration of one cent per share optian, with other terms and condigons, including
performance criteria, being determined ty the Board's Nomination and Remunaration Comenitlee, Optians issued doring the year
encied 30 June 2004 were issued on the following erms:

{a) 50% of the opdons granted may be exercised betweern two and four years from the date of ssue, provided that the Company's
shares have raded on the Austraian Stock £xchange at or above $4.30 [measured an g weighted average basis) lor five
consecstive trading days withist the two year period from the date of i5sue; and

b 50% of the options granted may be exercised betweer four and five years from the date of issue, provided that the
Company's shares have raded on the Australian Stack Exchange at or above $5.00 (measured an a weightad average basis)
for five consecutive trading days withint the four year periad roem the date of issge,

The exercise price is to be equivalent 1o the average market price of the Company’s shares tradad on the Ausiralian Stock Exchanges
aver the five rading days measured ot & weighted average basis) prior to the date the decision to grant the aptions was made.
Entitlernests o the options are vestad as so0n a5 ey bacomsa exercisable. Options granted under the plan carry ne dividend

ar vagng rights. Whert exercised, each aption is convertad inta one ordisary shase in the Compary.

The amounts disciosed for emolurments relating 1o opdons is he assessed fay value at grant date of the options granted 1o the
Managing Director and othar axecutives, allocated equally over the period from grant date to the latest possible vasting date. Fair
values at grant date ase determined usicg a binomial option pricing maodel that takes inte gecount the grant date, the exercise price,
the term of the option, ¥ vesting and performance criterda, the non-tradable nature of the aption, the share price at grant date, the
expected price volatifity of the underlying share {30%) and the risk-free interest rate for the term of e option.

Detaiis of remuneration

Detaits of the nature and amount of each slement of the emolumernts of each Director of MoPharson's Limited and for each of the
five officers (if applicable] of the Company and e consolidated entity receiving the highest ernaluments for the year ended 30 June
2004 are set aut in the following ables.



Directors of McPherson's Limited

Primary Post-employment Eqguity
Cash Non
Satary Cash Monetary Super-  Retirement
and Fees Bonus Benefits annuation Benefits Gptions Total
Name and Titie 3 $ $ $ $ $ $
R.C. King
Chaiman 59,600 - - 8,964 - - 108,564
0.J. Allsan
Managing Director 461,776 262,500 29,497 20618 - 43,442 817,834
A Waksltz
Mon-exectitive Birector 38,400 - - 3,458 - - 41,856
JP. Chifore
Naon-execuiive Director ¥ 37,8500 - - 3,375 - - 40,875
SA. Rowell
Man-execuive Directos 37.500 - - 3,375 - - 40,875
L. Landos
Aftarnate Director
ffor A, Waislitz) - - - - - - -
0.8. O'Gui
Mon-exectitive Director # 18,000 - - 1,718 136,800 - 157.510
Specified Executives of McPherson's Limited
Primary Post-employment Equity
Cash Nan
Saiary Cash Manetary Super-  Termination
and Fees Bonus Benefits annuatiorn Benefits Cptions Total
Name and Titie 3 $ $ $ $ $ $
L. Corley
Gereral Manager Finance,
Housewares Division # 186,752 85,000 14.376 29.443 316,738 5737 638,046
PR Hunt
Gereral Manager,
Housewares Australasia ® 39,968 - £.498 3187 395,784 - 445,447
MA. O Kelly
Managing Director,
Consumer Products Group | 295,841 68,200 21,464 5068 - 14,942 405,515
PR Bennatt
Chief Financiat Officer and
Cormpany Secretary 236,635 65,000 21.524 17160 - 13,768 354,087
Specified Executives of Controlled Entities
Primary Post-employment Eqguity
Cash Non Super-
Saiary Cash Manetary | annuation Termination
and Fees Bonus Benefits Benefits ™ Cptions Total
Name and Titie $ $
LB, Fenfold
Managing Director,
Cork Asia Pacific = 277,580 170,000 1.570 33,183 332,300 13,768 858,411
GV Gatehouse
General Manager
Printing Division 187,497 136,000 108,745 49,730 - 13,768 495,740

{17 Appeinted & October 2003

(2] Restiveadd 7 Mowemter 2003,

{31 Eraploymens terminated 36 Juse 2004,

{43 Ernployraent tarminated 31 Aucgust 2003,

{47 Termination teoetts include accraed annual and o serdee ave o
(B Termination Herweis nclude accraed annual leave eragoments of $7;

1%

13450,

Mitlernests of 3135738 {or L. Corley and $890,592 for PR Hunl,
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Share options granted to Directors and the most highly remunerated officers

Options over unissued ordinary shares of McPherson’s Limited granted during or since the end of the financial year 1o any of
the Directors or tha five most highly remunerated officers of the Company and consolidated entity a5 part of their semunaration
were as {oliows:

Ogtions
Granted
Directors
D.J. Allsan 300,600
Specified Executives
LB, Penfoid 120,600
GV Gatehouse 120,000
MUA, O'Kely 120,600
PR Benneg 120,000
L. Corley 50,600
The options were granted gnder the MoPharson's Limited Empioyee Share/Gption Parchase Plan.
Shares under option
Ursissued ordinary shares of MePherson's Limited ender option at the date of this report are as foflows:
Number
Exercise Under
Date Gptions Granted Expiry Date Price Gption
18 Septembper 2003 17 September 2008 $3.26 1,480,000
10 Nowvember 2003 08 Novemper 2008 $3.26 308,060
11 Decamber 2063 10 Gecember 2008 $3.26 125,000
1.900,000

No option Bolder has any right under the options to participate iy any other shase ssue of the Company or of any other entity

The following ordinary shares of McPherson's Limited were issued during the year ended 30 June 2004 on the exercise of options
granted under the MoPherson's Linsited Employes Share/Opson Purchase Plan. No furiher shares have been issued on the exercise
af opons since that date. No amaounis are unpaid on any of the shares,

issue Price Number of
Date Gptions Granted of Shares Shares issued
7 September 2000 $1.50 26,500

indemmification and nsurance of officers
The Company has agread 1o indemnify the current Directors of the Compary against all liabilities to another parson {other than the

Company of a related body corporate) that may anse from their position as Directors of the Company, 10 the extent perrmitted by
aw, The agresment stipulsies that the Company wifl meet the il arnaunt of any such kabiities, nciuding costs and expenses,

Dusring the financial year, McPherson's Limited paid a premiom o insure cenain officers of the Company and conrofled entities,

The officers of the Company covered by the insurance palicy include the current Directors and Secretary of MePherson's Cimitad,
Diractors or Secretaries of controlled entities wha are nat or were not also Diectars o Secretaries of MePherson's Limited, senior
management of the Company and seniar management of divisions and controlfed entities of MoPherson’s Limited. As the insurance
palicy operates on a claims mace basis, former Directors and officers of the Company arg also coverad,

The lighifities insured include costs and axpanses Hiat may be incurred i defending civil or criminal proceedings that may be
brought agamst the officers n their capacity as officers of the Compary or controdled entities. The insurance palicy cutlired above
does not contain details of premiums paid in respect of individual Directars and officers of the Compary. The insurance policy
prohitits disclosure of the premium paid.



Envirornental regulation

The consolidatad entity is subject to significant environmerital regulation in respect of its printing operations and manafacturing
activiges as set out below.

The consolidated entity has pristing operations in Victoria and New South Wales which are required to comply with a nurnber

ol Australian pallution control and environmestal regulations. The busiresses concernad take aff reasonsbie precautions to
miniraise the risk of an envronmertat incident, including the rernava of solid and liguid wastes by licensed contractars, arfanging
anviranrerial compliance audits by qualfied external crganisations and ensuring st personsel receive approfriate waining.
There nave been ne instances of non compliance with ervironimental regulations during the year.

The consolidated entity has a facility in Sheffield in the United Kingdom which sndertakes gartais manuiaciuning operations,

and which is reguied to comaly with a number of United Kingdon: enviconmental reculations. The operation takes ail reasonable
precautions to radace the sk of an ervionmental incident. Waste i removed from the site by ficensed contractons and
anviranmenial audits of exhaust ventilation, noise levals and atmospheric copditions are undedaken reguiarty. Thare have bean
no instanices of non compliance with anvirconmeriad requlations doring the year.

Rounding

The Company is of a kind referred o in Class Order 88/0100 issued by the Australan Securities and lnvestrmants Commission,
Tefatisyg to the rounding off' of amounis in the Fnancial Repart and Directors” Repart,

Audit Risk Management and Compliance Commitize

As at the date of this report, MePhersory's Limitad has an Audit Risk Managemerit and Compliance Commitlae consisting of the
fofowing non-execative Directars:

«  SA Rowel (Chaiman)
+ RO King
« 1P Ciifford

Dated at Melbourme this 24th day of August 2004,

Signed in accordance with a resolution of the Directors.

=

5.4, Rowed (x4, Aliran
Director Cirectos.
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PricewaterhouseCoopers
333 Collng Strest
MELBOURNE VIG

L0 Box 17
MELBOUR
Aungtraliy
Telephone {03) 8403 D00
hudit opirion Fagsimlbe (D3} Bo03 1909

. - - . e 1377 Melbourne
i our oginian, the Financial Beport of MePherson's Limitad:

= gives a true and fair view, as requized by the Corporations Act 2007 in Australia, of the financial position of McPherson's Lirhited and
the McPherson's Limited Groop {defined below; as at 30 June 2004, and of their performance for the year ended on that date; and

= i preserted in aecordance with the Corporations Act 2007, Accounting Standards and other mandatory finasncial reporting sequiremerits
in Austratia, and the Corporations Reguigtions 2001,

This opinion must be read in conjuncton with the rest of our audit report.

Scope

The Financial Report and Directors’ responsibility

The Financial Repart comprises the staternent of financial position, statement of financial performance, statement of cash flows,
ACCOMDANYING fotes 1o the financial staterments, and the Directors’ declaration for both McPherson's Limited (e Companyt and the
MePherson's Limited Group {the consolidated entity), for the year ended 30 June 2004, The cansolidated entity comprises both the
Compary and the entities it contrelled durng that year.

The Directars of the Company are responsible for e preparation and true and fair preserttation of the Firancial Report in accordance with
the Corporations Act 2007, This includes responsibility for the maintenance of sdequate accounting records and internal conirols that are
designed to prevent and detect fraud and eror, and lor the accoungng palicies and accounting estimates inherent it the Financiat Report,

Audit approach

We conducted an independent audi in ordar o express an opision o the members of the Company. Our audit was conducted in
gucordance with Australian Auditing Standards, in order 10 provide reasonabie assurance as 0 whether the Financial Report is free of
material misstatenant. The nature of an adit is influerced by factors such as the use of professional judgermant, selective testing, the
intherent liritations of internal control, and the availability of persuasive rather than conclasive evidence. Therefare, an agdit cannot
guarantee that all materisl misstatemnerts have been detected.

We perdormed procedures to assess whether in sl material respects the Financial Report presents fairly, in accordance with the

Corporations Act 2007, Accounting Standards and other mandatory financial reporting reguiremerits in Australia, a view which is

consistent with our gndesstanding of the Company's anc the consolidated entity's financial position, and of their parfarmance as

reprasentad by the resolis of their aperations and cash flows.

Wifa formied our acdit opition on the basis of these pracedures, which included:

= @xamining, on a 1est basis, infarmation o provide evidenca supporting the amaounts and disclasures in the Financial Report and

- assessing e appropriateness of the accounting policies and disclosures used and the reasonableness of significant accounting
astimates made by the Directors.

When this audit report is included in an Anneal Report, our procadures include reading the other informaton in the Annual Repon o
determise whether it contains any material meonsistencies with the Financial Report.

While we considered the effectiveness of managemernt's intemal controis over financial reporting when detarmining e aature and
extent of our procadures, our audit was not designed o provide assurance on mternal controls.

Our audit didd not dwoive an anaiysis of the prodence of business decisions made by Directors or managerment.

ndependence

in conducting our audit, we followed applicable independance requiremeants of Australian professional ethical pronouncements
and the Corporations Act 20017

Sigred at Metbourne this 24th day of August 2004,

y
PricewaterhauseCoopers G.A. Billings
Chartered Accountants Partner.
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We, Simon A, Rowed and David J. Aliman, being two of the Directors of MaePiersons Limited, declare that in the opirion of the Directors:

(@) the financial staternents and notes set out on pages 26 ta 61

{ compiy with Accounting Standards and have been prepared in accordance with the Corporations Act 2007 and other mandatory
professionat reparting requirensaents: and

{i) give a true and fair view of the Company's and consolidated entity’s financial position at 30 June 2004 and of their performance
for the financial year ended on that date,

() at the date of this declaration there are reasarable grounds o believe that the Company will be abie to pay its debts as and when
thay fall due.

Cated gt Melbousne this 24th day of August 2004,

Signed in accordance with a resolution of the Directors,

R/

S A, Rowels 0.4, Aliman
Cirectos [irector
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Consolidated

Parent Entity

204 2003 2004 2003
Note S000's $000's H000'y 1000%
Reverue from orditary activities 3 333,240 252,561 22,875 12,301
Expenses from ardinary sctvites 2 {30%,802) {232.049) {8,504} [(3.531)
Borrowing costs expense {7,804} {4,340] {5, B8O} (2,157
Profit from ordinary activities before income tax 23,420 16,572 7,971 6813
neome ax fexpensai/oredic atrinstable 4 {6,604} (4,728 2,208 {2171)
Profit from ordinary activities after income tax 146,811 11.848 10,1749 6,402
Net exchange differences o transtation of
foreign contrelled entities 22 B0 (2.774) - -
Total revenues, axpensas and valuation
adiustrients recognised directly in equity B0 (2.774) - -
Total changes in equity other than those
resulting from transactions with shareholders 17711 8072 10,1749 6,402
Cents Cents
Basic earnings per share 27 36.2 29.1
Difuted earmings per share 27 30.0 2%.1

The above statements of fnancial performance shauld be read in conunction with the accomparying notes.

a6



Consolidated Parent Entity

206 2003 2004 2003

Mote H00'y 3000 $O00s 3000
Corrasd asseats
Cash s 7,480 8,326 5 5
Recaivables 9 45 585 36,633 8,157 3,774
Imverntorias 10 43 894 38,648 - -
Geferred tax assais 5,086 3,532 4,814 9E
Other 11 340 5002 - 165
Total current assets 162,475 B7.841 10,4976 &.925
Mexri-currert ansets
Recaivables 12 1877 B.423 81,283 92,422
Other financial assets 13 388 398 138,409 &7,533
Property, plant and equipment 14 28,184 21,379 1,827 1,966
Ingangibies 18 108,663 33,307 5,000 £.000
Geferred tax assats 2012 1,317 2,0%2 283
Totai non-current assets 148,834 64,824 229,641 148,204
Total assets 251,408 152,265 240,6%7 153,126
Current fiabilities
Payables 16 36,382 25,765 8,814 5720
Interast bearing labilities 17 334 2,276 3.668 3,406
Provisions 18 10,832 5,916 2,038 1,446
Current tax abitities 3E22 1,836 3,604 -
Gaferred tax ligbilities 875 &()2 875 7
Totat current liabilities 52125 35,998 19,995 I0ETS
MNor-current liabilies
Interast bearing fiabilities 19 86,781 48,900 121,619 83112
Provisions 20 2827 2425 573 804
Gaferred tax liabilities 2,181 2,485 2,182 -
Totai non-current liabilities 91,7849 53,814 184,474 83.916
Totai Eabilities 143,914 853,812 144,473 04,405
Net assets 107,485 62,453 OF, 144 58,634
Shareholders' eguity
Share capital 21 BG 844 58,196 86,949 50186
Reserves 22 4,547 3,847 8,831 8,831
Retained profits 22 15,984 B.810 2,364 1,607
Totat shareholders’ eguity 147,485 62,453 98,144 58.634

Tre above statements of financial position should e read i corjuncion with the accompanying notes,
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Consolidated

Parent Entity

2004 20063 2004 2003
Note 000 $000's HG40' 000

Cash flows Trom operating activities
Raceipts from customers 365,90 268,585 - -
Payrments to suppliers and employees {315,721 {247,580 {4 055} [2.,998)
nterest raceivad 346 254 76 27
terest and borrowing costs paid {6,816} (4,178) {5,150} (1.997)
neome tax paid {5,825} (2.588] {5,059} -
Divicternds received 84 B4 17,142 6,608
Othar revenus - 1,885 G 885 7,873
Net cash nflows from operating activities 3G 37,869 16,567 9838 89,0588

Cashy flows from investing activides
Payrments for purchase of property, plant and aguipmeant #8871 (2.447 {18} {8)
Procesds from sale of property, plant and eguipmeant Gad 150 1 -
Payments for purchase of tusiness 37 iy {83, 408} [725] {80,876} -
Payrments for purchase of intanginies £300 27 - -
Movaement int security deposit accounts 2,788 (%3] - -
Net cash outflows from investing activities {94, 460 (3.142) {80,693 {8)

Casty flows from Arancing activities
Cash fransfers from contralied entities - - 14,548 4,712
Proceads from issue of shares 32,456 4,5G5 32,408 4,595
Praceeads frorm bormowings 104,000 12,106 104,000 12,100
Repayment of borrowings {66, DO {23,822 {66,900} (25,000)
Dividends paid {5,125 (3.875) {5,128} [3.878)
Repayment of finance iease labilities {591 - - -
Net cash inflows/{outfiows) from financing activities 63,840 17.002) 79,280 [7.468)
Met incressefidecrease) in cash hafid 2,248 (3.577 {1,697} 1,579
Cash at beginning of the financiat yeas 5269 8.879 {5086} [3.568)
Net effect of exchange rate changes on cash f4e) [(73) - -
Cash heid at end of financial year g 7. 460 5,269 {3,663 {1,986)

The abave statements of cash flows should be read in conunction with the accomparnying notes.
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{a)

(b}

{c)

{d}

{e)

Staternent of significant accounting policies

These financial staternents are & general purpose Financial Report which have been prepared in accardance with Accourting
Standards, other mandatory professional reporting requirements, Urgent [ssues Growp consensus views and the Corporations Act 2007,

The financial statemerts are prepared in accordance with the historical cost convantion, except for certain assaets, which, as notec
in the financial statements, are at valuation.

The accourting policies adopted are materially consistent with thase of the previous year.

Recoverable amount of non-current assets

The recoverable amount of an asset is he et amount expectad 1o be recoverad through the net casht inflows arising from s
contineed use and subsequent disposal. The carnying values of all individual non-cursent assets are reviewed at least ansuaily
to detarming whether they are it excess of their recoverable amount. I the carrying amount of 8 nor-currant asset exceeads the
recoverable amount, the asset is writken down w0 the recoverable amount. i1 assessing recoverable amounts, the relevant cash
Faves have Deen discountad Lo hair present value where considered necassary.

Principles of consolidation

The consolidated firnancial statemernts incorporate the assets and Eabifities of all entities contradied by MePherson's Limited (parent
antity; as at 30 June 2004 and the results of al controlled entities for the year then ended. McPhersan's Limited and its controfied
antigies together are referred 1o as the economic entity, The controlled entities are listed iy Nota 28, All inter-company balances,
transactions and grrealised profits resulting from inter-comparny transactions have been eliminated. Where control of ag entity &5
abtained during a financial year its results are included in the consalicated orofit and loss account from the date on which control
commences. Where contsol of an entity ceases during a financial year its resuits are included up to the point in the year when
coNtol ceases.

Bepreciation

Dapreciation of buildings and plant and equipmeant is calculated predominantly on & straight inge basis s6 as to wiite off the net
cost of each asset during its expectect useful fle. Estmates of remainting useful lives are made ot a requiar basis for all depreciable
assets with annual reassessmertts for maior items. Buildings are deprecisted at rates rangisg hetween 2% and 4% per annurn and
plant and equinment s depreciated at rates ranging between 5% and 40% per annum,

Inventories

Inveniories finciuding work in progress) are valuad at the lower of cost or net realisable value. Costs are assigned o indivicdual itesms
of inventory maingy an a first-in first-out Basis, Cost of work in progeess and fnished manufactured prodocts moludes matersials,
labowr and ar appropriate proportion of factory overhead expesditure, the latter teing alocatad an the basis of normal operagiic
capacity, Provision is made for possiple futurg 1058es on siow moving, sorplus and obsolete inventony. Unrealised profis on
inter-compary Nventary Fansters are imnated on consolidation.

Employee benefits

(it Wages, salaries and annual leave
Liabilties for wages, saiaries and annual leave are recognised and measured as thae amount unpaid at baiance date at
AMUREraton rates expected 16 be paid when those abligations are settled in respect of empioyees’ servica up 1o that date,

i} Long service leave
A labifity for long service feave is recognised as the present value of expected future paymenris 1o be made inrespect of services
provided By employees up to balance date. Consideration is givert to expected Tuture wage and sajary levels, experience of
employes departures and periods of senvce. Expected foture payments are discounted using interest rates on nationat govarnmesnt
guaranteed securities with terms 1o maturity that match as closely as possible the estimatad future cash outflows,

i} Bonts plans

A liability for empioyee benefits i the form of bonuses is recognised in other creditors when there s no realistic atternative
But to settle the liability and at least ane of e following conditions is met:

~ there are formal terms for determinng the amount of the banefit;
= e amounts 1o be paid are determinad before the time of campletion of the Financial Repaory; and

~ past practice gives clear evidence of the amount of the abligation,

{ivi Superannuation
Contribugions to employes suparansuation funds are made by McPherson's Liited and controlied entities, Contriutions
are charged against incorme as thay are made. Further infarmation regarding soperannuation is set cut in Note 30,
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Staternent of significent accounting policles {continued)

{vi Terrmination benefits
Lighifities for wrmination benefits, not in connection with the aequisition of an entity or operations, are recagnised wien &
detailed pian has been developed and & valid expectation has been raised in those empioyess alfected, that the erminatios wil
pe carried out. The Habifities for termination benefits are recognised in other creditons unless dming of the payment is uncertain,
iy which case they are recognisad as provisions,

Lighifities for wrmination berefits related 1w an acquired antity or operation that arises 435 8 Consequenca of acquisitions are
recagaisedt as at the date of gequisition i, at or before acquisition date, the man features of the terminations wese planned

and a valid expectation nad been raised n thase employees affected, that the terminatons wouid be carried out and this 5
supported by a detailed plan developed within three manths of the acquisition or prior to the cormpletion of the Financial Report.
i earfier. These liabilities are disciosed in aggregate with other restruciuning Costs as a consaquence af e acguisition.

i} Employee benefit on-costs
Empioyes benelit on-costs are recognised and included in erpioyee benefit Eabilities when e employee benefits to which
they ralate are recognisad as liabilities.

Taxation

Tax effect accounting procedures are followad whereby the income tax expense is matched with the accounting profit after
allowance for permanesit diffarences. Income tax s set aside to the future income tax benefit and provision for deferred income tax
accounts on cumulative timing differences and certain tax losses st the ax rates which are expected to apply when these timing
dfferences reversa and tax losses ara recouped. The effect on income tax for the carrent period of significant permanant differances
& showsy in Note 4,

No provision s made for additionat taxes which could become payabie if certain reserves of foreign controlled entites were
distribeted, a5 itis not expectad that any substantial Amnount resuiting in ax payabie will be disributed o those mserves
in the fareseeable future,

Future income tax benefits have not been brought to account in refation to North Armerica and Europe as the asset cannat be
regarded as 'virtually certain® of realisation in accaordance with the crisgeria sel out in Practice Note 36 issued by the Australian
Securiges and nvestmants Commission in salation to caried forward tax iosses.

Tax Consolidation Legisiation

MePherson's Limited and its wholly-owned Australian controlled entides have impiementecd the tax consolidation legisiation effective
1 July 2002, As a consequence, McPhersans Limited, as the head estity in the tax consolidated Group, recognises cugrent and
deferred tax amounts relating to ransactions, events and balances of he wholly-owned Australias contralied entties in this Group
as i those transactions, events and halances were its own, in addigon 1o the current and deferred ax amounis anising in relation

10 its own ransactions, events and balances. Amouris receivable or payabie gnder an accounting Tax Funding Agreement with the
tax consolidated entities are recognised separately as tax-related amounts receivable of payabie. Expenses and revenues arising
ander the Tax Fanding Agreement are presented as NCome tax expanse [revenuel,

The delerred tax balancas recogrised by tha parent engity in relation (o wholly-owned engties joining the tax consolidatad Group,
are measurad based on thair carrying amounts before the implementation of the tax consolidated regime.

Intangibles
Significant costs associated with paterts and wademarks are deferred and amortised an a straight-line basis over the period
of ghair expected benefits which is 20 years.,

The mgjar brandnames of the Company, carried at fair vaiug, have been, in some cases, in existenice for mose than 80 years and
cortinue to be i active use. The brandnames are utilised predaminantly ort consumer prodocts which do not sulfer from technical
obsolescance. The brandnames are also readily transterabie between a number of different current and futsre procuct categories
within the generat kitcherware and househald products sector. Srandnames such as Wiltshire, Rodd, Grosvenor, Strachan,
Ai-de-Chet, Crown, Lady Jayne and Manicare will continue to provide support to the economic entity. The carying amaunt of the
brandnames & ot armartised a5 the DFectars believe that, in total, they will have a remaining useful life of at least the lengih of deir
ffe 10 date. The Girectors do not expect this fife w be curtaited in the foreseeable fure. Amaortisation of the carrying arount over
this period after allowing lor residual vaiues would resull in an immatesial armortisation charge in the current and future financial years.
The Directors will reassess this estmate of the useful life and the need 1o amaortise the casrying amourd of the brandnames each
reporting period 10 ensure the recaverabie amount of the brandnames is not ss Hhan its carmying amourt,

Goadwill, representing the excess of purchase considerstion aver fair value of the identifiatie net assets acquired ansing upon the
acquisition of a busingess entity, is amortised of a straight-line tasis, The period of amortisation is 20 years.



{h

{i}

0

k)

U

Foreign currencies

it fransactions
Transactions in foreign currencies are initially translated into Australiags currency at e rate of axchange ruling &t the date
of the transacton. Amounts outstanding at balance date denomirated i foreign currencies are converted at year end rates
of exchange. Resuling exchange differances are brought to account in daterrmining the profit ar foss for the year.

{ii} Hedging of specific commitments
Whiere contracts are taken out 1o hedgge specfic ransactions, the exchange gain or 1055, togethear wig the cost of the hedge,
are deferred and included in the measurement of the transaction. The net amounts receivabie or payable under the hadging
transactions are also recordad in the Statement of Financial Position.

If the hedging transaction is terminated prior 1o s matrity date and hie hadged transaction is still expected to occur, deferral of
any gains and losses which arose prior 1o termination continues and those gams or losses are included in the measurerment of the
hedged transaction. Where a hedging transaction is erminated pror 1o it maturity becagse e hedged ransaction is no fonger
axpected fo ocour, any previously deferred gains and losses are recagnised it the profit and loss accoust o the date of termination,

If & hadyge transaction relating o a commitraent for e purchiase or sale of goods or services i redesignated as a hedge of another
specific commitrment and the ariginal transacton is stll expectad 1o occur, Hie gains and losses that arise on the hedge prior 1o

its redasignation are defered and included in the measurernent of the origingl purchase or sale when it takes place. If the hedge
transaction is redesignated a5 a hedge of another commiznent because the orginal purchase or sale ransaction is no longer
axpected to occur, the gains and losses that arise on the hedge prior 1o it redesignation are recognised in He profit and loss
staternant at the date of the redesignation.

(i} Non-specific contracts
Any costs on hadge contracts which do not effectively hedge specilic ransactions are deferred and charged to e profit
and loss accourtt aver the e of the hedge contract. Exchange differences are charged to profit and 1033 in the period in
which they arise,

v} Transiation of foreign cotrofied entities
Exchange differences on translation of the financial staternents of self-sustaining foreion controlled entites are ransferred
directly to the: foreign currency translation reserve.

Leases

A distinction is made bewween fmance eases, which affactivaly wansfer frorm the lessor 1o the lessee substandally sl e risks and
benefits incidental (o ownersiin of leased non-cumant assets, and operating leases under which the lessor substantiaily resaing
alt such risks and benefits, Where a non-current asset is acquired by means of a finance lease, the minknum 2ase payments e
discousted at the interest rate implicit in the lease contract. The discousted amount 5 established as a nor-current assel at the
Beginning of the fease term and amortised on a straight-ne basis over its expected aconamic e, A carresponding liability is aiso
astanlished and each iease payment is aliocated betweaen the principal component and interest expense.

Operating fase payments are charged to the profit and loss accourt in e period i which they are incurred of on a basis which
reflects the patlern in which economic benefits are expectad to be derived rom the leased asset.

Revaluation of non-current assets
antl 3G June 2000, land and buddings hesd by the parent entity were revaived st intervals not exceeding three years,

On applying AASB104T with effect fram the fnancial year ended an 30 June 2001, the consolidatad entity elected to revert
to the cost basis for measuring land and buildings using the carying value at that point in time as deemed cost,

The asset revaluation reserve 5 usad (o record increments and decrements on the revalsaions of non-curant assets,

Leasehold improvements

The cost of improvernests on leasehold properties is amortised over the unexpired period of the lease o1 the estimated uselud fife
of the improvermernit, whichever is the sharter. The unaxpirad periods of the applicable leases at balance date range betwean one
and five years.

Cash

Far purposes of the statement of castt flows, cash includes deposits at cail which are readily convertible 1o cash on hand and which
are used in the cash managerent function on 4 day-to-day basis, net of outstanding bank overdralls.

FACI R SONS LIBETED ARD CONTROLLED ENTITIES « ANMUAL REPORT 2004 31



()

{n)

(o)

()

(a)

{r}

(si

8}

{u)

32

Staternsnt of significant accounting policles {continued)

Earnings per share

{il Basic earriings per share
Basic earnings per share is deterrmined by dividing the aperating profit after income tax attributable to meambers of MoPhersars
Lirited by the weighted average number of ordinary shares outstanding during e financial year,

i Dituted earnings per share
Difuzed earmings per share adiusts the figures usec in the determination of basic earnings per share by taking into account
poterttial ardinary shares arising from the exarcise of options cutstanding.

Froduct development
Product development expendiure is axpensed as incurred except to the extent hiat its recoverability is assurad beyond any
reasonabie doubt, n which case it s defered and amortised over the pericd in which the related benafits are expected 1o be realised.

Deferred expenditure
Material itenss of expenditure are deferred to the extent that managemernt consicder it prabable that future econcemic henefits
embacdied in the axpenditure will evestuate and can be reliably measured,

Deferred expenditura is amortised on a straight-ling basis over e period in which the relatad benefits are expected to be realised.

Trade debtors
Trade debtors are recognised at the amounts recelvabie. They are generally due 1o be settled within 60 days or less,
The coflactability of debts is assessed at balance date and a provision i3 made for any doubtful amounts.

Trade and other creditors {current)

These amounts reprasent liabilties for goods and services provided o the economic entity prior 1o balance date whether
ar not pilled at that date. Trade accounts are narmally settled withiss 60 days.

Derivative financial instruments
The econtomic entity may entar into fonmat foreign exchange and interest rate contracts for non-specuiative purposes.

The accounting for forward exchiange contracts is set out in Note T(h).

Thea net amount receivable or payabie under any iNtrest 7ate Swap agreement i progressively Drougiht t account over the period
from comrhencement to settlernent. The amount recognised is accountad for a5 an adiustmant 1o interest expense during the period
anct included in other debtors or other ereditors at each reparting date,

Revenue recognition

Revente from operating activities

Sales revenue comprises revenge earmed (net of retusns, duties and taxes) from the provision of prodacis or sendces o entities
autside the aconomic entity. Sales revensa is recagnised when the goods are despatched, or whert tite passes 1o the customer.

Tetephone directory revenue is recognised at the completion of each stage of he work in process.

Reventee from outside operating activities
Revenue is recognised when the incomea is received ar hecomes receivahble.

Dividends
Provision is made for any dividend declared, determined or publicly recommended by the Drectars on or Before the end of the
financial year but not distributed at baiance date,

Restructuring costs

Liahilies arising directly from undertaking & restucturisg programs, net s connection with the acquisiion of an entity or operations,
are recognised when a detailed plan of the restructuring activity has bean developed and implementation of the restructuring
program as planned has commenced, by either entering into contracts 1o undertake the restructueing activities or making & detaited
annauncament sgch that affected parties are in o doubt the restructuris] pragrarm wifl procaed.

Liatdligies for the cost of restracturing endties or operations acquired are recognised as at the date of acquisiton of an entty, or part
thereod, f the main features of §e restructuning were planned and there was a darmonstrable commitrment to the restructuring at
acquisition date and this is supported by & detaited plan developed within dree months of the acguisition ar prior to the completon
of tha Financial Report, if earlier.,
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The cost of restructurings proviced far, other than related employee termination benelits, 5 the estimated cash fows, having regard
to the risks of the restructuring activities. Cash fiows are discountad where appropriate.

Liabifities for employee termination benefits associted with restructurings are braught 1o account on the basis described i the
accosnting policy note for employae banefits (Note 1{eilv);. Lisbiliges for costs of rastructurngs and related empioyes termination
benefits are disclosed in aggragate where the restructuring ocours as a conseguence of an acquisiton.

Reversals of part or alt of & provigsion for restructuring relating to an acquisiion because the costs are no longer expectad 16 be
incurted as planned, are adjusted against e goodwil or discount on acguisition,

international Financial Reporting Standards (IFRS)

The Australian Accounting Standards Board (AASE) is adopting IFRS for application to reposting periods beginning on or after

1 January 2008, The AASS will issue Australian equivalests to IFRS, and the Urgent 1ssues Group wil issu abstracts coresponding
to Irternational Accourting Standasis Board IASB) interpretations originated by the International Financial Reporting Interpretations
Committes or the former Standing Interpretations Committes, The adoption of Australian equivalents w IFRS will be first refllectad

in the consolidated entity’s financial statements for the hall-year ending 31 December 2005 and the year ending 30 June 2006,

As the consolidated entity is complying with Australiar equivalants to IFRS for the first time 2 s required 1o restate its conmparative
mancial statements o amounts reflecting the application of IFRS to that comparative period. Most adiustrnents reguired on
transition 1o IFRS wilf be macke rerospectively against apening retained earnmings as at 1 July 2004,

The consolidated entity Has established & project team o manage the transigon o Australian eguivalents to IFRS, including training
of relevant staff, and systern and internai control changes necessary to gather alf thie required Enancials information. The project
team is chaired by the Chiel Firancial Glficer and reparts regularly to e Audit Risk Managemert and Compiiance Cormmitlee

of directly to the Scard of Directors. The project team has prepared a timetabie for managing e transition and s curmently on
schedule, To date the project tearn has analysed most of the Australian equivaiants 16 IFRS and has identified & nurater of
accounting policy changes hat wilt be required. in some cases choices of accounting poficies are avaitable, including elective
axemptions under Pending Accounting Standard AASE 1 First-time Adoption of Ausiralian Equivalents to Intermational Financial
Reporting Standards, Some of these chaices are still being analysed to determing the most appropriate accountng policy for tha
consolidatad entity.

Major changes identified to date that wilf be required 16 the consolidated antity’s existing accounting policies inclade the following:

it Income tax
Under the Australian ecuivaient to 1AS 12 fncome Taxes, deferred tax balances are determined using $e balance sheet methad
which calculates temporary differences based on e carmying amounts of an entity's assets and liabiliges in he statement of
financiat position and thel associated tax bases. |1t addidon, curtent and deferred taxes attributable to amounts recognised
directly in equity are alse recognisad directly in eguity.

This will resalt in a change 1o the current accounting policy, under which deferred tax batances are determined ssing the income
staterneant method, wherety items are only tax-effectad If they are included i the determination of gre-tax accounticg profit or
loss andlor taxable income or loss and currest and deferrad taxes cannot be recogrisaed directly in eguity,

In addition, incame tax lnsses of cerain overseas entities i the consolidated ergity are not currently brought to account as 4
deferred tax asset, as the asset cannat be regarded as virtually cartairy of realisation, Under e Australian equivalent to A5 12
Incorne Taxes, a deferred tax assel should be recagnised for brought forward Income tax losses 1o the extent it is probahie that
future taxable income wilt be available o udlise the tax losses, The Diectars are currently assessing the impact arising from this
change,

{ii} Intangible assets
Under the Australian equivaient to IFRS 3 Busimess Cormbinaifons, amartisation of goodwill will be prohibited, and will be
replaced by annual impaimant testing focusing on the cash fows of the refated cash generating unit. This wifl resalt in 2 change
Lo the curent accoustisig policy, under which coodwill is amortised on a straight fing basis aver the period during which the
Benefits are expected o arise and nat exceading 20 years,

Under |AS 38 Intangible Assets, internally gererated brandnames must not be recognised as an asset. In transitioning to IFRS,
internaily generated brandnames corsently carried at $6 milion wil be derecognised with effect from 1 July 2004, by reversing
this value against an existing assel revaiuation reserve of $6 milion. iy addigoen, brandnames have in general been valued by
Cirecteors as an asseat dass and any valuation decrements offset against valuation ncrements, The ransition to the Australian
equivalents 1o IFRS will require valuation decrements 1o be reflectad as a reduction in the carrying vaiue of brandnames which
wilt e rmade retrospectively as an adjustment against retained aamings as at 1 July 2004,

Acuired brandnames tiat will continue to be recogrised will not be amortisad under 1AS 38, as Directors consider fiese o
have an indefinite life, Thase brandnames will alse be subject (o an ansual mpairment test.
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Staternsnt of significant accounting policles {continued)

(i} Equity-based compensation benefits
Linder the Australiasn equivalent 1o IFRS 2 Share-based Payment, equity-based compensation to employees including share
opsons will be recogaised as an expense i respect of the sendces received. This will result ins & change to the current
accounting policy, under which na expense is recognised for equity-based compensation,

{ivl Financial instruments
Linder the Australian equivalent of 1AS 32 Financial Instruments: Disclasure and Presentation the current classification of nancial
istrumerts ssued by entities in the consolidated entity wifl not change.

Under the Australian eguivaient of 1IAS 39 Fnancial instrurnents: Recogrition and Measurerment there may De major impacts

a5 a resgl of:

» financial assets held by the Company being subject 1o classilication as eider held for trading, held-to-maturity, availatie for
sale or loans and receivabiles and, depending upon classiicatons, measured at fain vaiue or arartised cost. The most fikely
accourtivig change is that investments n equity securities will be classified as available for saie and measared at faf value,
with changes in fair value recognised directly in equity ungl the underlying asset is derecognised; and

F

foreign exchiange and interest rate contracts held for hedging purposes being accounted far as cash flow pedges, Changes
in the fair vaiue of those contracts will be recogrised directly in equity ungl the hiedged fransaction is recogrised in the income
staternent, at which Lime the amounts recognised in equity will alse be included in the relevant incom statement caption.
Curresttly, the costs or gams arising under contracts, together with any reafised or unrealised gains from re-measurerneani,

are inciuded iny assats o liabilities as deferred losses or deferred gains,

The above should not be regarded as a complete list of chianges in accounting policies that will resull from e tansition o
Agstralian equivalents to IFRS, as not ail standards have been analysed as yet, and some decisions have niot yet been made where
choices of accounting policies are avalabie. For these reasons itis generally not yet possitile 1o quantify the impact of the transition
1o IFRS o the consolidated endty's financial position and reparted resuits..
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Cperating profit

Expenses - ordinary activities

Materiais and consumabies usad

Empioyes costs

Rental expenses ralating to aperating leases
Goodwill amortisation

Depraciation/other amordisation

Costomer allowances and co-operative advartising
Advestising and promaotiona

Repairs and maintenance

Cartage and freight

Restructure costs

Debt forgiveness

Other axpenses

Total expenses fom ordinary activities

Profit from ordinary activities before income
tax expense inchxdes the foilowing net
expenses and gains:

Expensas
Depreciation/amortisation:
Praperty

Plant and aquipmeant
teasehold improvements

Leased assets

Amortisation:

Goodwill

Patenis and tradernarks
Deferrad expenditure

New product developrment

Total depreciation and amortisation

Other charges sgalinst assets:
Bad and doubtful debts - trade debtors
Provision for stock ohsolescence

Total other charges against assets

Consolidated

Parem Entity

2004 2003 2604 2003
S000s 3000 SO0 3000
134,346 119,591 - -
79,859 53,411 2,041 1135
16,45% 13,840 78 43
4,329 1,730 - -
5,991 4,879 10 4G
12,006 8,178 - -
6,157 1,644 - -
4,513 4,856 1 1
7,405 4,910 - -
4,351 - 1,465 -
- - 4,304 -
26,897 20011 895 1,663
301,807 232,049 8,904 1,531
197 208 75 25
4,828 3.824 15 10
138 148 13 14
343 - - -
4,329 1,730 - -
86 94 - -

87 - 87 -

337 408 - -
10,320 5,809 10 4G
768 141 - -
719 414 - -
987 555 - -
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Consoclidated Parent Entity

2004 20063 2004 2003
000 000 000 000
2. Opersting profit {pontinued)
(b}  Profit from ordinary activities before income
tax expense includes the following net
expenses and gains {continued):
Other provisions:
Employee entitlemeanis 4,415 2,848 245 214
Ermployee incantives 2,087 450 534 450
Diectors’ retirng bBenefits - 32 - 32
Restructure £, 351 347 1,465 -
Other 62 128 - 380
total other provisions 15,918 3,853 2,245 1,056
Other expenses:
Cost of goods sold 186,005 178,705 - -
Lass on sale of plant and equiprmernt 63 g1 3 -
Nat exchange losses TEE 55 24 12
New procduct devalopment G632 607 - -
Galrng
Interest received/receivable from:
Other than controliad entities 337 260 74 32
Prodit on sake of plant and equipment 55 132 - -
i Hevenue
Reventee from operating activities:
Sales revenuse 328,967 248,669 - -
Revente from outside operating activitfes:
Diviciencs received/receivabie fcontrofied and ather entities) LY 58 17,142 5,608
Interest received/receivable 337 260 714 3z
Proceads from sale of proparty, plant and aquipment 480 254 1 -
Rental - 2 27 27
Royaities 1,465 843 1,181 908
Other 1,822 2875 4270 4,726
Total revenue from ordinary activities 333,231 252,961 22,675 12,301
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Consolidated Parent Entity

2004 2003 26134 2003

00’y 000 SO0 1000%
Income tan
The aggregate amount of Ncoma tax atributable
to the financial year differs from the armaount
calculated on the oparating profic. The differences
are reconciied as follows:
Cperating profit before tax 23,426 168,572 1,971 8,613
Prima facie income ax at 30% 7,026 4,972 2,381 1,984
lax effect of reconciling differences.
Armortisation of goodwil 1,258 338 - -
Debt forgiveness - - 1,29 -
Bormowing costs {4703 - {470 -
Equity raising costs {334} - {334) -
Cther nos-allowabie/non-assessable iems 118 1490 {24y {4}
Exampt income {h2} 59y {4 458Y B=hn
Franked dividends {15} {1d) - {1,860
Tax rate differences i averseas entiies 168 124 - -
(Oves)funder provision i prior years (158} 53 {509 154
Net benefit of tax losses not previously recognised {1,081 {940) - -
Capital gains on sake of property - {100 - -
Other 116 194 {G4) 1G
Income tax expense/icredit) 6,509 4,726 {2, 208) 211
No part of the deferred tax assets relates 1o tax
losses, The Directars estimate that e maximum
potential deferred tax asset in respact of tax
losses nat brogght 1o account at balance date is:
North Amserica 2,413 3,932 - -
Evrope 1,076 1,621 - -
Total 3489 5,553 - -

This benefit for tax lossas will anly be obtained i

[l the economic ertity derives future assessable income of a nature and of an amouyyt sufficient to enable the benefit rom the
deductions for the josses 10 be realised: and

(i the econarmic entity contirues 16 comply with the conditions for deductbility imposad by tax legislation including time imitations
for tax foss utilsadon whiere applicable; and

(i no changes in tax egisiation adversely affect the econormic entity in reafising the benefit froms the deductions for the iosses.

lax consolidations legislation

MePherson's Limited and its wholly-owned Australian controlled entities have decided to implement the tax consalidation legislaton
affective 3 July 2002, The aecounting policy on implementaton of the legistation s set out in Note 145,

The entites have entered into a Tax Sharing Agreement ancd a Tax Funding Agreement. Under the terms of the Tax Funding
Agreemesnt the wholly-owned entities reimburse McPhersan's Limited 1or any current income tax payable By MePherson’s Limmited

in respect of Heir activities, The reimbursements are payable at the same dme as the associated incorme tax fiability falls due and
have therefore peen recogrised as & tax refated receivable in the parent entity accounts, Deferred tax balances of the wholly-owned
antigies are assumed by the parent entity with a corresponding amount receaivabla fronypayable to hose entities in accordance with
the terms of the agreement.

The Tax Shaging Agreement limis the joing and several iability of the wholly-owned entities in the case of delaull by the parent endty.
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Dividends

Ordinary

Interizr: chvidend of 9.0 cents per fally paid
share - paid

Fuily franked @ 30%

Final 30 June 2003 dividend of 8.0 cents
per fully paid share - paid

Fuily franked @ 30%
‘total dividend paid

Dividends not recogrised at year end

in addition to the above dividends, since the year
erict Directors have declared a fully franked finat
dividendt of 10.0 cems per fully paid ordinary share,
The aggregate amount of the dividend (o be paid
on 35 September 2004 out of retained profits

at 30 June 2004, but not recagnised as a

Eabifity at year enc is:

Franked Cividends

The franked dividend recommended after 30 June
2004 witl be frankad out of existing franking credis
ar out of franking credits arising from the payment
af incorme tax in the year ending 3¢ June 2005,

Franking credits available for subseguent
financial years based an a tax rate of 30%

Consolidated

Parent Entity

204 2003 2004 2003
608 $000's SO0 0005
5,038 2,513 ERAK 2.913
4,384 - 4,384 -
G422 2913 G422 2,913
5,652 4,384 5,652 4,384
4,688 3604 9,688 4

The atxave amouris represent the balance of the ranking accourt as at the end of the financial year, adjusted for franking credits

which are expected 1o arise form the payment of current Lax labiities,

Franking credits of $4,780,000 have been transferred from wholly-owned Agstralian entities to the parent entity as a result of these
ertities entering the ax consolidated Grougp. The wransfers of franking credits ook place during the year ended 30 June 2004
despite entry inta the tax consoiidation regima taking effect on 1 July 2002 The decision 1o enters Lax cansokdations was matie

sunsagueant to the signirg of the 30 June 2003 Firancial Report.

Auditors’ remuneration

Amaunts seceived or due and receivable by the auditars
for suditing or reviewing e accounts asl consolidated
accounts of McPhersosts Limited and the accounts of
each of its controfied entities:

FricewaterhogseCoopars
Other Services:

FricewaterhouseCoopars

Consolidated Parent Entity
2004 2003 2004 2003
$ $ $ %
578,852 422,350 130,105 118,500
T£,.864 78,758 3,580 £, 666
391,816 501,148 134,068 185,188




Phrector and executive disclosures

Directors

The fallowing parsons weere Directors of MePharson’s Limited during the fnancial year

Chairman — Non-executive Director
R.C. King

Executive Director
0.1 Allman, Manacing Direcrar

Non-executive Erectors

AL Waislitz

JB Cligford

5.4, Rowel

0.8, O'Duil

20 Landgos (Adarnata for A, Waislicz}

Executives (other than Directors) with the greatest authority for strategic direction and management

Trie foliowing persons were the six executives with the greatest autharity for the strategic direction and managernernit of the
consolidated entity specified executives’} during the financial year:

Name Position Employer

MLA. O Kelly General Manager, Housewares Division MoPherson's Limited

GV Gatehouse General Manager, Pristing Division MePRersan's Printing Py Lid

1.8, Penfold Managing Director, Cork Asig Pacific Cork Australia Pty Lid

2R, Bennett Chief Financial Officer MePRerson's Limied

S5.K.S. Chan Managing Director, McPharson's Hang Ko MoPrierson’s CPG Limited

R.G. Petlit General Manager, Cori Hong Kong Cork International Far East Limited

The above persans were alse specified axecutives during the year ended 30 June 2003, except for MA. O'Kelly who was sppointed
General Manager of the Housewaras Division on 3 Saptermber 2003, and 1.8, Panfold and R.G. Pettit who commenced emgioyment
with the Groug effective 1 July 2003 as a consequence of the acquisition of Cork Asia Pacific by the consolidated entity on that date.

Rermuneration of Directors and Executives

Principles used to determine the nature and amount of remuneration

The cbjective of the Company's executive reward famework is to ensure reward for perfarmance is competitive and apprapriate for
the results defivered, The framework aligns executive reward with the achisverment of strategic objectives and the creation of value
for sharehoiders, and conforms with markat best practice for the delivery of reward,

MePherson's Limited has a remuneration policy and structure that is equitable, competitive and consistent so as to enswue the
recruitrzent and retention of persannet of the capability, competence and experience necessary for the achievernent of the
Comparny's strategies and goals,

The remuneration: famewark provides a mix of fixed and varable pay. and a blend of shart and long-term incantives,

Nomination and Remuneration Cormmiitee
McPherson's has a Nominaton and Rerunération Commitiee wihich has been established by the Board of Directors to anaually
review, evaluste and make recommendations ta the Board in refation to remuneration, including:

« Non-axecutive Director remunerasion;

« stafl incentive plans proposed By the Managing Directorn, inciuding borus, share andg option plans, and the basis
of their applicatios;

« saiary, benefits and total temuneration packages of the Managing Director and other sepion executives; and

substangal changes to the principles of the Company's superannuation arangernears,
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Director and executive disclosures [cortinued)

Non-executive Directors

Feos paid o non-executive Dirsctors reflect the demands which are made on, and the responsibilises of, the Directors. Non-executive
Directors who are members of a Board commitlee receive addiional yearly fees, Remungration of ron-executive Directors is
determined by the Board within the maxinum armount approved by the shareholders from Lime 1o gme at the Annual General
Meaetilg, Non-execative Diractors are not entitied (o participate in any incentve scheme, nor are they eligible to receive share aptions,

At the Annual General Meeting of shareholders held on 7 Novermber 1887, sharehiolders authorised the Company 16 entar into
agreements with Directors providing for benefits 1o be paid on the retremant or death of the non-executive Directors. The maximum
Beiefit payable to a non-executive Director is the total remuneération of the Director in the three year period imemediately precading
treir retirernent or death, plus any superansuation entitlements arising from contribugons made by the Company. On 4 March 2003,
the Board resolved (o remove ratifement allowances for non-executive Girectors appointed after that date. Non-executive Girectors
appointed before Hat date remair entitled to receive a retirement allowance equivalent to e agaregate remuneration received by
them during the three years immediately prios Lo thair retirernent from the Board.

Executive remuneration

The executive rermuneration and reward framework has four componeniis:

~ basae pay and benefits;

~ shiort-terms performance incentvas;

« lung-term incentives through participaton n the McePherson's Limited Employee Share/Gption Purchase Plan; and

« other remuperation such as superannuation,

The combinaton of these comprises an axecutive’s wital remuneration. Base pay is structared a5 & package amount which may b
defivered as cash and prescribed non-cash financial benefits at the executives discretion. Base pay is reviewed annually to reflect
mncreases in responsibifity and o ensure hat the executive’s pay is competitive in the market.

Short term incentives In the form of cash bonuses are available 1o senion axecutives providing the Company, aperating division or
bBosiness most closely aligned with the exacutive’s areas of respansibility achieve or exceed pre-detarmined profic and/or other key
performance targets. Using profit and othar performance @rgets ensures that vasiable reward is anly available when value has heen
created for shareholdars and when profit and other targets are consistent with or exceead the busingss plan. Far senior executives
the maximum target Borus opporinity 15 50% of the base package amount,

Each year the Momination and Remuneration Committes considers tha approgriata argets and key performance indicators together
with the level of payout if targets are et or exceedad,

Detalis of remuneration
Detaits of the ramuperation of cach Directsr of MoPherson's Limited and each of the six specified executives of the consalidatad
entity, including their personally-related entiges, are sét out in the faliwing Lables:

Directors of McPherson’s Limited

Primary Post-employment Equity
Cash Non
Salary Cash Monetary Super-  Retirement
and Fees Bonus Benefits annuation Benefits Options Total
Name $ $ $ 3 $ 3 3$
R.C. King 99,600 - - 8,964 - - 108,564
Ce). Alirnan 461,778 262,500 29,457 20,819 - 43,447 817,834
A \Waislitz 38,400 - - 3,456 - - 41,8586
LB Clifforg = 37,500 - - 3,375 - - 40,875
S.A. Rowell # 37,500 - - 3,375 - - 40,875
PO Landos - - - - - - -
G.B. Gl # 18,000 - - 1710 138,800 - 152,510
Totat 633,776 262,500 29,457 41,499 138,800 43,442 11,207,514

{1} Appoitect 8 Gotober 2003,
{2 Retired 7 Movernber 2003,



Specified Executives of McPherson's Limited and the Consolidated Entity

Primary Post-employment Eqguity
Cash Nan
Saiary Cash Manetary Super-  Termination
and Fees Bonus Benefits annuatiorn Benefits™® Cptions Total
Name 3 $ $ $ $ $ $
LB, Penfold # 277,530 170,000 31,570 33,183 332,300 13,768 858,411
GV Gatehouse 187,487 136,000 108,745 49,730 - 13,768 495,740
WA O Kely 245,841 68,200 21,464 5,068 - 14,842 405,515
PR, Bennet 236,635 65,000 21,524 17,160 - 13,768 354,087
R.G. Potit 177,914 30,723 102,596 8,901 - £.8R4 327.018
S.K.5. Chan 280,304 10,843 - 24,104 - 8R4 322135
Total 1,455,787 430,786 285,899 148,146 332,300 0014 | 2,762,906

[3) Employmens terminated 36 e 2004
[4) Termination berefis inchude acoraed annual leayve srgitornents of $13.550.

Amounts disclosed as rermuneration of Birectors and specified executives exclude premiums paid by the consolidated entity in
respect of Directors' and Officers” labiity insurance cantracts. Further infonmation relating o Hese iNsurance cantracts is set out
in tha Directors’ Report.

Service agreements

Rernuneration and other terms of ermployment for the Managing OFectar and the specified exscutives are formaiised in ermpioyment
agreements, Each of these agreements set aut details of the base package amoung, inclusive of superannuation and motor vehicike
benefits, and provide for performance related cash bongses and other benefits, The agreemeants also provide for participation, when
aligible, in the MoPherson's Limited Employee Share/Option Purchase Pan. The agreements do not normally refiect a fixed term of
amployment.,

Equity instrument disclosures relating to Directors and executives

Share based compensation — options

Optons over ordinary shares are granted 1o the Managing Director and other executives under the McPherson's Lirnited Empioyee
Share/Option Purchiase Plan, which was originally approved by sharehoiders at an Extraordinasy General Meeting in 1987 and
subseguently considerad at the 1982 Annual General Meating at which: cenain amendmesnts o the plan vere approved,

The terms and conditions of each grant of aptions affecting remuneraton in this or future reporting periods is as folows:

Value Per
Exercise Option at
Grant Date  Expiry Date Price  Grant Date Date Exercisable
18-Sep-03 17-Sap-08 13.28 0,73 50% after 17 Septernber 2008 80% after 17 September 2007
10-Nov-03 0%-Mow-08 $3.28 $1.13 50% after 9 Novernber 2008, 50% afier 9 November 2007
11-Dec-03 10-Dac-08 $3.28 $1.12 50% after 10 Dacember 2008, 0% after 10 December 2007

Gpgons are issued under the plan for a consideration of ane cent per share aption, with other terms and conditions, nciuding
perfarmance crisgria, being detarmned by the Board's Nominagon and Remuneration Committee. Options issued during the year
anded 30 June 2004 were issuad on the following Lerms:

(@ 50% of the options grantad may be exercised batween two and four years ram the date of issue, provided that the Company's
shares have traded on the Australian Stock Exchange at or above $4.30 {measured on a weighted average basis} for ue
consecutive trading days within the two year period from the date of issue; and

(b) 50% of the options granted may he exercised bewween four and five years rom the date of issue, provided that the Comparny's
shares have traded on the Australian Stock Exchange at or above $5.00 {measared on & weighted average basis} tor fiva
consecutive traciing days within the four year period from the date of issue.

The exercise price 1 to be equivalent to the average market price of the Company’s shares Faded an the Australian Stock Exchange
over tha five rading days reasured on & weightad avarage basis) prios 1o the date the decision w grant the options was made,
Erntitlermants to the options are vested as soon as they become exercisabie, Options granted under the plan carry na dividend o
voting rights.
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¥ Director and executive disclosures leortinued?

Options provided as remuneration

Detaits of options over ardinary stiares in the Compary provided as rermuneration to each Girector of MePhersory's Lirmitedd and each
of e six speciied executives of the consolidatad entity are set out helow. Whan axercisahle. aach apiion is convertibile into ona
ardinary share of McPhersosys Limited,

Number of Number of
Ogptions Granted Options Vested
Name During the Year Curing the Year
Girectors
0., Allsan 300,000 -
Specified Executives
LB, Penfoid 120,000 -
G Gatehouse 120,000 -
MUA. O'Kally 120,000 -
P2 Bennen 120,000 -
R.G. Peti 60,000 -
S5.K.5. Chan 60,000 -

Shares provided on exercise of remuneration options

No ordinary shases have been issued during the year to Diectars of specifisd executives as a result of the exercise of remuneration
options.

Option holdings

The numiber of optons over ordinary shares in the Company held during the financial year by each Director of MePhersorys Limitad
anct each of the six specified executives of e consolicated entity, including their parsanally-related entites, are set out bHelowe:

Balance  Granted During

at the Start the Year as Exercised Other Changes Balance at the
Name of the Year Remuneration During the Year During the Year £nd of the Year
Directors
0.1, Allrsan - 300,000 - - 300,000
Specified Executives
LB, Penfold - 124,000 - - 120,000
GV Gawehouse - 124,000 - - 120,000
M.A. O'Kelly - 124,000 - - 120,600
PR Benneu - 124,000 - - 126,600
R.G. Petiit - 6,000 - - 60,000
S.K.5 Chan - 62,000 - - 60,000

There were no options vested and exercisable at the end of He year,
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Share hoidings
The number of shares in the Comparny held during e financial year by each Girector of MePherson's Limited and each of the six
specified executives of the consolidated entity, including thelr personally-refated antities, are set out below,

Received during

Balance the Year on

at the Start the Exercise  Other Changes  Balance at the
Name of the Year of Options  During the Year End of the Year
Digpctors
R.C. King 1,294,870 - (2G4,870) 1,000,000
D). Alman 356,500 - (50.000) 306,800
AL Waistitz - - - -
JP Cliffarg # - - - -
S.A. Rowed ¥ 4,000 - G822 13,422
20, Landos - - - -
G.B. O'Duil # 10,000 - - 100,000
Specifiad Execuiives
L. Penfald - - - -
GV Gatehovse 18,000 - (75,000 -
MLA. O Kelly - - - -
#R. Bennett g2,127 - (47.763) 4,364
R.G. Petlit - - - -
S5 Chan 10,000 - - 100,000

(1

bl &l the date of thei appointmet.
[

M Landos was appoinied as an aitermate Drector for M Waslice on 11 Judy 2003,

Mesars Clitord and Rowell were appoitod Seectors an 8 Cotober 2003, The amount shown as Balance at the Stan. of the Yess aeprosents shares

{31 M O Dol retired as a Gireckor on 3 Nowvernter 20030 The amaoont shown 8s " Balance o the Eod of te Year” represens shares heid althe dste of

s restireryie.

Loans to Dirsctors and executives

There werse o loans made to Directors of MePhersor's Limited or to any of the six specified executives of the consolidated antty,
including their personaliy-relased erdities, dugng the year nor were there any loans cutstanding at the end of the current ar prior

financial year,

Othayr transactions with Direciors and specified executives
There wese no ransactions betweent the consolidated entity and the Directors of McPhersor's Limited or any of the six specifiad

axecutives of e consolidated entity, including their personally-refated entides, during e financial year, other than those disclosed
above refatiryg o remuneration and 1o ransactions concerning options and shasses,

Cuprant assels - oash
Cash on hand
Cash at bank and on deposit (at call

Cash on deposit not readily convertitsle 1o cash

Tre above figares are reconciled to cash at
the enct of the financial year as shown in the
statement of cash flows as follows:

Balances as above
tess: Bank overdralts (Note 17)
Cashy on deposit not readily convertible to cash

Balances per statements of cash flows

Consolidated Parent Entity
2004 2003 24 2003
00y 000 OG0 $000%
18 16 b 5
7442 £.114 - -
- 2,196 - -
7480 8,326 ] 5
7480 8,326 5 5
- {861) {3,668} {1,991}
- {2.196) - -
7480 5.26% {3,663 {1.986)
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Turrent asseis - recelvables
Trade debitors

Frovision for doubitlfal dents

Other debtors/prepayments
Tax related amousts receivable from congrofiad entities

Other amaounts recaivable from congrolled antiges

Current assets - inventoties
Raw materials

Work in progress

Finishad goods

Stack iy ransit

Frovision for stock ohsoiescence

Consolidated

Parent Entity

The basis of inveritory valuation adopied by the parent entity

and the controlled eatities is set cut in Noge ().

Turrent assets - other

Deferred axpanditura

New product devalopment

Mon-current assets - receivables
Tax related amousts receivable from congrolad entities
Other armounts recaeivable from controlled antides

Other debtors/prepayments

Mon-current assets - other financial assets
Shares i associate - at cost
Shares in controdled antitias - at cost

Frovision for fuire 1oss an realisation

2004 2003 2004 2003
$000s 3000's $000's 3000
46,611 32,713 - -
(840} (479) - -
39,771 32,234 - -
5,824 4,359 121 835
- - 1,361 -

- - 4,675 2,939
45,595 36,633 6,157 3,774
9,926 6,686 - -
4,328 2,981 - -
27,708 27,822 - -
6,226 3818 - -
47,588 41,305 - -
2,594) (2.657) - -
43,864 38,648 - -
- 185 - 185

340 337 - -
340 502 - 185

- - 592 -

- - 80,401 82,427
7,677 8.423 - -
7,677 8.423 81,203 92,422
398 398 - -

- - 169,158 78,282

- - (30,749} (30,749)

388 358 138,404 47,533
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Consolidated Parent Entity

206 2003 2604 2003
00’y 000 SO0 1000%
Nor-cwrent assets - property, plant
and equipment
Freehold land and buildings:
AL cost 9,847 §,681 1,800 1800
Accumulatad depreciaton {1,377} {1,16%) {75) (50}
8570 8,512 1,825 1.850
Leasehold improvements.
AL cost 3,980 3,823 T3 103
Accumulatad amaortisation {2 544) {2,477 {34 (27}
1,316 1,346 #9 a2
Total property 0,886 5,858 1,884 1,932
Leased assets:
AL cost 1820 - - -
Accumulatad depreciaton {751} - - -
1,064 - - -
Plant and equipment:
AL cost 67,554 44,830 119 121
Accumulatad depreciaton {49 365) (38,702 {H6) (&
18,224 11.521 33 34
Total plant and equipment 149,288 11,521 33 34
Total property, plant and equipment 28184 21,379 1,827 1,966

Event occurring after reporting date

Subsequent to 33 June 2004, a controlled entity of McPherson's Limited has entered into & iong-term conditional contract for the
sate of land and buildings located in the United Kingdom, Should he sale became unconditional and subsequently complete, the
net proceads will excead the carrying value for that proparty at 30 June 2004,

Valuation of land and buildings

On applying AASB 1047 with effect from the financial year ended on 30 June 2001, the consolidated entity elected o revert 1o the
o5t basis for measuring Bnd and buildings using He camying value &t that pomt in grae as deemed cost. A independent valuation
usiertaken on an existing use basis at 30 June 2001 for all iand and buildings owned by the consolidated entity was used 1o
support the deamed cost

An independent valuation was sndestaken ot an existing use basis for fand and huildings owned by the consolidated entity in

Australia at 30 June 2004, The valuation amounts at that date exceeded the ook carying vaiues. The vaiuation veas cartiad out
by Mr. G.R. Longdean FAPL of Janes Lang LaSalle Advisory Services Pry. Limited,
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Mon-current assets - property, plart and equipmeant continued)

Reconciliations

Reconciliations of the carrying amounts of each class of praperty, plant and equipment at the beginning and end of the curent

financial year are sat out balow:

Consolidated

Carrying amount at 1 July 2003

Addigons

Teanisters

Businass acguisitions

Disposals

Depreciation/amartisaton expense {Nota 2{b)
Foreign currency exchange differences

Carrying amount at 30 June 2004

Parant Entity

Carrying amount at ¥ July 2003

Additions

Disposals

Depreciation/amartisaton expense {MNota 2{b)

Carrying amount at 30 June 2004

Mon-current assets - intangiibes
Goodil

Accumulaied amortisation

Fatents and rademarks

Accumulaied amortisation

Brandnamas at Directors’ valuation dated
30 June 2004

Total intangibles

Freehold
Land and { pasehold Leased Plar#
Buildings  Improvements Assets Equipmers Total
$0060's $000's $060's $000's 3000's
8.512 1.346 - 11,527 21,379
- 45 2% 8,78 B.852
- - 112 112 -
- 12 1.582 3,215 4,808
- (53 B 535) {720
{197 (138} 343 (4.828) [5,506)
255 56 - 66 377
8,570 1,316 1,069 18,229 29,184
1.880 a2 - 34 1,966
- - - 15 18
- - - i4) {4)
{25) 13 - {15) {53)
1,825 (] - 33 1,827
Consolidated Parent Entity
2004 20003 2004 2003
SO00s F000's HOO0" 000
01,552 23,466 - -
(11,264) (4,150) - -
80,328 19,276 - -
1 HER 1,722 - -
{1,030 [B%1) - -
827 831 - -
28,508 13,000 %,000 5,000
109,663 33707 %,000 5,000
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Valuation of brandnames

An independent valuation of brandnamas acquired an 1 July 2003 was carried out by KMPG Carporate Finance, the Diectors
have adoptad the independent valuation for these trandaames at 30 June 2004,

An independent valuation of previously owned brandnames was carried out at 3G June 2004 by KPMG Corperate Finance.
The Directors, afier considering the independent valuation, conservatively valued brandnames at a valse below the independent

vaiuation. This valuation did not result i frandnarnes Being revalued it the consolidated accousts,

The Directors have considerad the recoverable valse of brandnames at balance date and are of the opinion that the carrying

amount i not in excess of e recoverable amount [Note (o).

Curent Habilitles ~ payables
Trade creditorns
Uther creditors

Amounts payable to controlled enities

Currert Habilities - interest bearing Habilities
Secured Babilities

Bank owercdraft {Note 8}

Finance leases

Insurance pre miurns

The parent entity has established a legal right of set-off with a
Frizescial nstitstion and certain deposits fom controlied entities
with that institution have been set-aff against bomowings.

Dewils of the security relaing 1o each of these labiliges is set
ot in Note 18,

Current Habilitles - provisions
Empioyes enttlements

Empioyes ncentves

Restructure costs

Cther

Employee incentives

Consolidated Parent Entity
2004 2003 24 2003
HI00's 000 OG0 $000%
21,738 15,726 - -
14,823 10,038 1,540 846
- - 8,274 4,774
36,362 25,765 4,814 5,128
- 861 3,668 1,991
334 - - -
- 1,415 - 1415
334 2,276 3,668 3,406
6,088 4,387 A28 436
1,688 45() 387 455G
1,820 397 g2 -
L35 882 371 560
10,832 5.916 2,038 1.446

The employee incentive provision at 30 June 2004 inciudes the staff incentive scheme operated by Cork Asia Pacific

approximatety 135 employees and forms part of those employeas’ narmal remungration arfangemeants,

s which covers
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Current lisbliltes - provisions {continued)

Movement in provisions

Moverments in each class of provision during the financial year, other than empioyse enttlements arg set out below:

Consolidated 2004

Carrying amount at stast of yoar
Businass acquisition

Addigonal provisions recognised
Payrments

Foreign Exchiange

Carrying amount at end of year

Parent Entity 2004

Carrying amount at start of year
Addigonal provisions recognised
Payments

Carrying amount at end of year

Hon-current liabilities - interest bearing Habilities
Bifls payabile

Bark lnans

Finance leases

Amounis payable to controfiad entities

Secured labilities

Included abave are the following secured labilites:
Bills payabile

Bank lnans

Finance lease

Fotal secured non-curseryt liabilities

Bank loans

Employee Restructure

incentives Costs Other
$000's $000's $000's
450 387 £82
B24 - 540
2.087 4,357 a2
(1.379) (2.828) {34%)
& — —
1,888 1,920 236
450 - 560
539 1.468 -
(582) 823 {189)
397 842 mn

Consclidated Parent Entity
2004 2003 2004 2003
S000's $000's K000y 0005
- 45,500 - 48,900
6,000 - 86,000 -
787 - - -
- - 35619 34,232
86,781 48,500 121,618 843,112
- 45,500 - 48,900
86,000 - 86,000 -
787 - - -
86,781 48,500 86,000 48,900

Bank lnans are availabie under a four vear amortising commitied financing faciity with the Group’s bankers. interest at variable rates

& payabie an the bank loans,



Security for interest bearing liabilities

During the year, the Group continued to provide security to 43 bankers t¢ secura barnk overdraft, bank lnan, bank bl and trade
fnance {acilities. The security provided also secures letters of credit pravided by the Group's bankers to overseas banks 1o suppaort
bank overdraft and Ioan facifities of controlied entities.

The Group facifities are secured by the following:

+ fixed and fioating charges aver the assets of the parent entity and certain controlled entiges,

+ first mortgages over land and buitgings ovired by the parent entity and certain conrolled entiges:
« mortgages ovar shares hefd in certain controlled entities; and

+ CI08S puarantees and indemnities provided by the parent entity and centain controlled entides,

Consolidated Parent Entity
2004 2003 2004 2003
000y 0005 OO0 3000
Assets pledged as security
First morigage
Freehold land and buildings 8,570 8.512 1,825 1.850
Mortgage over shares
Investments i cantralied entties - - 138,408 47,833
Floating charge
Plant and aquipmeant 19,016 14,210 132 116
Finance lease
Plast and equipmant snder finance ease 1,045 - - -
Total non-current assets pledged as security 28831 18,722 140,386 41,480
The following current assats are aiso
pledged as security ander the floating charge:
Cash assets 10,635 3,366 5 5
Receivables - current 38,143 28,774 85 a1
Inventories 42,861 38,304 - -
Total assets pledged as security 120,170 89,166 140,456 41,585
20, Norecurrent labilities - provisions
Empioyee enttlements 2,381 1.845 237 224
Directors' retiring benefits 438 580 436 580
2827 2,425 873 504
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Consolidated

Parent Entity

2003 20604 2003
000 000 000 000
Share caphtal
lssesadt and paid up capital
86,52%.048 {2003 42,374,529
ardinary shares - fully paid 26,540 50,148 86,945 50,108
Movements in ordinary share capital
Issue
Number of Price
Date Detaiis Shares 3 3000's
a1 July 2002 Opening Balance 30,182,494 44,212
17 September 2002 Exarcise of options issued 8 Decamber 1889 250,000 1.00 250
Exarcise of options issued 7 September 2000 100,000 1.50 150
Exarcise of options issued 22 March 2000 100,000 1.00 100
Exercize of options ssued 18 Novernber 1899 75,000 1.00 I
04 Qctober 2002 Exercise of options issued 7 September 2000 75,000 1.50 112
31 Qctobear 2002 Dividend reinvestment plan issoes 188,113 1.93 383
31 October 2002 Share issues - underariting of balance of
dividend reinvestrnent plan 1.048,648 1.93 2,024
31 Januagy 2003 Exercise of options issued 7 September 2006 75,000 1.80 112
30 Aprl 2003 Dividend reinvestment plan issees 448,688 2.29 1.027
30 April 2003 Share issues - underwriting of balance of
dividend reinvestraent plan 808,088 2.29 1,850
1% June 2003 Exarcise of options issued 7 September 2000 23,500 1.50 35
50,310
Less: Transactdon Costs arising on share issues {114)
30 Jung 2003 Ciosing Balance 42,374,529 50,196
07 July 2003 Share issue 12,400,000 2.0 311,600
(4 August 2003 Exercise of options issued 7 September 2000 26,500 1.80 &)
31 Qctobear 2003 Dividend reinvestment plan issoes 524,412 392 1,848
31 October 2003 Share issues - underwriting of balance of
dividend reinvestent plan 654,803 3z 2,836
30 Aprl 2004 Dividend reinvestment plan issees 540,804 4.34 2,349
87,969
Less: Transacdon costs arising on share issues (1.G620)
30 June 2004 Clesing Balance 56,521,048 86,949

Dividend reinvestment plan
The Company has established a dividend reinvestment plan under which holders of ordinary shares may elect 10 have all o part of
their dividend entidernents satisfied by the issue of new ardinary shares rather than by baing paid in cash, Shares issued under the
plan are nat issued at a discount to the markat price,

Options

Infarmation refating o the McPherson's Limited Empioyee Share/Option Purchase Plan, including details of options issued and
exarcised during the financial year and opgons outstanding at the end of the Tinancial year are set oul in the Directors” Repart,
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{a)

{b}

Reserves and retained profits
Reserves

Capital reserve:

Asset revaluation reserve

Revernue reserve;

Fareign currericy translagon mserve

MWGwernents i reserves
Revenue resenve;
Balance 30 june 2003 (2002}

Net exchange differences on translation
of fareign conrolled entities

Transfer to retained profits
Balance 3¢ June 2004 {2003}

Retained Profiis

Retained profits/(accumulated lnssas;
at the beginning of the fmancial year

Prafit from ardinary activiges after ax
Dividends paid
Transfers from resesves

Retained profits at the end of the financial year

Consolidated

Parem Entity

2004 2003 2004 2003
SO00's 3000 SO0 $000%
6,000 B.000 5,531 5,83
{1,453 12,353) - -
4,547 3,547 5,531 5,83
{2,383 789 - -
800 12,774) - -

- 1368) - -
{1,453 12,353) - -
8,510 ©91) 1,607 (1,882}
16,811 11,846 10,179 5,402
{9,422 12,913) {8,422 2,913
- 164 - -
15,699 8510 2,364 1,607
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Financig! instrumernts

Forward foreign exchange contracts
Certain controlied entities and the parent entity enter into forward foreign exchange contracts to hedge andcipated purchases, sakes
ang capital compmitents denorminatad in fareign currenicies. The terms of these commitrnents are rarely maore than tweie months,

The fellowing table sets out the gross Austyatian doliar eguivaient vaiue to be received/paid under forgign currency contracts,
the weightad average contracted exchange rates and e settlement periods of cantracts eutstanding at batance date for the
ECGNOMIC Erity.

Weighted Average Weighted Average
2604 Contracted 2003 Contracted
F000% Exchange Rate $000's Exchange Rate
Maturity 0 - 6 months
Selt Australian dolfars/Buy:
Ussited States dallars 1,816 07138 4897 0.B836
Euro BGE 0.5861 1,393 0.5633
Pounds sterling 05 0.3808 - -
New Zealand dollars 1,010 1.0866 - -
Selt New Zealand doflars/Buy:
Ussited States dallars 877 0.6289 349 05768
Eurer T 05142 e 05027
Austratian dolars 402 08019 82 0.8984
Self Pounds Sterfing/Buy:
Ussited States dollars 2,381 1.7843 1875 1.6314
Buy Austrafian doliars/Self:
Ustited States doliars 77 0.70G77 30 0.5895
New Zealasd dollars 12T 1.1035 80 1.1540
Maturity & — 12 months
Self Pounds Sterfing/Buy:
Ussited States daliars - - 993 1.6218

As these contracts are hedging anticipated futusre transactions, any girealised gaing and losses on the contracts, togethar with the
casts of the contracts are deferred and will be recognisad in the financial staterments at the time the underlying transaction oocurs,
The unrecognised gain of $110.000 and the unrecognised loss of 367,000 on hedges of anticipated forgign currency ransactions
valued at patance date approximates net fair valug of e hedge contracts outstanding based on cortent forward rates for contracts
with sirmilar matarity profiles,

Foreign currency options
The econormic engty has aiso entered inte forgign currercy eption contracts to partially hedge a portion of anticipated United States
dallar purchases, At balance date, e outstagnding foreign currency optian cantracts cover the period fom July 2004 1o January 2008,

As these options are hedging futire transactions, any unrealised gains and fosses on the optons will be recognised in the finandial
stagerments at the time the underlying ransaction cccurs. An unrecogrised gain of 3255000 and an unrecognised loss of $71.000
valued at balance date represants net fair value of the options.,



{b}

{c)

Interest rate contracts

A rumber of hedge contracts have been enterad inte to finit the consolidated entitys exposure to possible increases in merest

rates, These conracts have commencernent dates of 1 July 2003 or 1 August 2003 and cover an nitial aggregate principle amournt

of $84.75 mifion, reducing anncaly 1o $54.0 mifion by 36 June 2008, Each contract is sutyject to different terms and conditions, Hut
ganeraily restrict the interest rate exposare to 6% or lass,

An urmecogrised gain of 31,022,000 and an urrecognised loss of $3715.000 represent the net fair valug of interest rate contracts at

halance date.

Interest rate risk exposure

The econamic entity’s expasure o interest rate risk and the effective weighted average interest rate for classes of financial assets
and financial liahiliges &t balance date s set out below. Financial asseis and financial Eabilities which are not listed below arg not

subject 1o intarest rate risk.

2004

Financial assets

Cash and Deposits

Carrency - Australias dofars
Carrency - United States doflars
Carrency - Pounds sterling
Carrency - New Zealand dollars
Carrency - Singapore dofiars
Carrency - Hong Kong dollars

Noe 8

Nan-interest beasing deposits epresent c:iearing ACCOLNTS,

2004

Financiat labiitiaes
Currency — Australian doflars
Bank toans

Finance leases

Currency — Hong Kong doflars
Finance feases

Noes 1V and 18

Weighted

Floating Average Non-Interest
interest Rate interest Rate Bearing Total
$000's % $000's $000's
5,405 5t - 5,408
150 0.2 161 311
- - GH2 BHZ
- - 217 27
- - 220 220
- - G2 X
5,558 1,883 7,442
Weighted
Floating Fixed Average
interest Rate interest Rate Total Interest Rate
$000's $000's $000's %
86,000 - 86,000 5.6
- 1,082 1.082 &7
86,000 1,082 87,082 5.6
- 23 23 3.3

86,000 1,115 87,115

Weighted: average interest rates exclude the aconomic entity's credit margin. The floating rates are predorninantly 80 days maturity.
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Financial instrumemnts (continued)

Weighted
Floating Average Non-interest
Interest Rate Iriterest Rate Bearing Total
2003 $000's Yo $000°s 3000's
Finaricial assets
Cash and Deposits
Currency — Australian dollars T80 3.9 - 7,300
Currency — United States dollars 162 0.2 544 706
Currency - Pourcds stariing - - 4 4
Currenicy — New Zealand daliars 357 4.0 144 500
Mote 8 1613 Ba7 8.310
Mon-interest bearing deposits represent clearing accounts.
Weighted
Floating Fixed Average
Interest Rate Iriterest Rate Total interest Rate
2003 $000's $000’s $000's %
Finarcial lisbilites
Currency — Australian dofiars
Bifls payabile 43,500 - 48,900
Hire purchase - - -
INsurance premiums - 1.415 1415
45,800 1,415 50,318 5.0
Currency - Pounds sterling
Bagk overdraf 861 - 861
81 - 861 45
Currency — New Zealand doflars
Barik overdraf - - -
Bagnk loans - - -
Notes 17 ant 19 459,761 1.415 511746

Weighted averace interest rates exciude the economic engty's credit marcin. The Aoating rates are predominately betweaan

90 and 180 days maturity

Credit risk exposure

Credit risk represents the 1oss that would be recognised I countarparties w fmandial instturnents il 1o perform as conttactad,

fil On balatice sheet

The credit risk on financiat assets of the economic entity which have been recogrised an the balance sheet, is the camying

armaunt, net of any provisions for doubtful dabis.

it Off balance sheef

Interest rate, foreign exchange and option conracts are subject to credd risk in relation 1o the relevant counterparties, which
are major banks, The maxirnu credit risk exposure on hedging contracts 15 the fuil amount the economic ety pays when
setllement ocours should the counterparty fail to pay Hie amount which it is commitied w0 pay to the economic entity. The

full amaount is disciosed in Notas 2348 and () ahove.
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i Credit risk concentration
s not considerad that the econarric entity is exposed w significant credit risk concentration with any singie debtor. The
BCOROMIC entity's concentsation of risk at batance date, by industry, in Australan doflars, is detailed belowe,

Prissting {predominantly Australia)

Consumer Products {Australasia, Umited Kingdorn and United States)

Less: Provision far doubtful debts

Net fair value of financial assets and liabilities
it On balance sheet

2004 2003
$O00' $000's
11,268 15814
25,343 18,586
40,611 32,713

(B4 475
38,771 32,234

The carrying amount of Anancial assats andg financial liabilities disclosed in the batance sheet of e economic entity
approdimates net fair value in accordance with Accounting Standard AASE 1033,

i} Off batance sheet

The riet fair vaiue for forward exchange, option and intérest rate contracts is taken 1o be the uprecognised gain of 10ss at balance
date which reflects e estimated amourts which the econamic entity woult expect 1o pay or receive to terminate the contracts
o feplace the contracts at baiance date, The net fair vaise for outstanding contracts is disclosed in Notes 23{a) and (b,

Contractual commitrents for expenditure
Cagpital expenditure

Aggregate capitat expenditure contracted for
at balance date, but not provided for in the
avcounts, dug:

Noy later than one year

Future jease commitments payable ralating to
nan-cancellabie operating leases

Aggrecate amount contracted for at balanca
tate, but not provided for in the accounts, due:

Not later than one year
Later than one yaar Bt not later than five years

Later than five years

Contingernt Habllities

Consolidated Parent Entity
2004 2003 2604 2003
HI00's 000 OG0 $000%
4,038 867 - -
11144 12.890 3 4G
32,281 23,585 36 30
14,078 5,361 - -
57481 41,840 86 74

The parent entity has goaranteed the repayrment of borrowings of certain controfied entities,

Triere are a ngmber of legal claims panding against the economic engty nciuding clains refating to product fzbility and associated
damages. The economic entity has disclaimed Hability and is defending the actions. The Directors consider these claims will nog

materiafly affect the resuits of the aconomic entity.
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Segment Report

2004 Frimary Repaorting - Dusiness segmenis
Sales to extemal customers

Inter-segmeant sales

Total sales revenue

Other revenue

Total segment revenue

Segment result

Net borrawing costs

Prefit from ordinary activities before income tax
Income tax expense

Profit from ordinary activities after income tax

Segment assets

Segment liablities

Acquisition of property, plast and equipimeant,
tanginie and other non-currernt Seomant assets

Depreciation and amartisation expense

2000F Primary Repaorting - busingss segmenis
Sales to extemal customers

Intar-segrnent sakes

Total sales revenue

Other revenue

Total segment revenue

Segment result

Met borrawing costs

Profit from ordinary activities before income tax
Income tax expense

Profit from ordinary activities after income tax
Segment assets

Seqgment liatlities

Acquisition of property, plart and equipment,

Mtanginie and ather non-currernt Sesment assets

Depreciation and amartisation expense

Inter-segmerst

Consumer  Eliminations/
Printing Products Unaliocated Conselidated
$000's $000's $000's 3000's
112373 216,504 - JE8,867
45 - {45) -
14422 216,584 {48 JE8. 867
1,280 2,635 334 4,264
ERENAP 218,225 280 333,240
11,655 22,440 {3,107 30,4952
(7,577
23,420
{6,609
16,871
86,663 187,465 {22,718 251,408
57,221 85,058 21,634 143,874
8,340 47,847 18 74,205
3,443 6,757 i} 10,320
119040 128,829 - 248,669
38 - {38 -
18078 128,829 {38 248,669
2,375 918 g99 4,292
121453 130,547 861 252,981
12.285 10,924 (2.567) 20,852
[4,080)
16,572
[4.726)
11.8465
83,368 84,558 (15,658) 152,265
52280 57,890 (20,388) qn.812
1.44% 1.547 ] 3,398
3241 2.519 49 5,809,




The business seoments derive revenue from the following products and services:

Frinting

Printers of a wide range of products including quality books, paperbacks, greeting cards, ose-leal printing, telephong directornias

and other directorias,

Consumer Products

Mangfactugrers, importers, exporters and marketers of kitchen knives, scissors, cutlery, kitchan utensis, giassware, hair and beauty

care anc oHer consumes products,

Sevondary Reporting — geographical segments

Segment Revenues
from Sales to External

Acquisitions of
Property, Plant and
Equipment, Irgangibles
and Other Non-Current

Customers Segment Assets Segment Assets

2004 2003 2004 2003 2004 2003
000y $000's FO00's 3000 FO80's $000s
Australia 273,181 204,465 219,140 128,931 71,548 2,736
Europe 20,083 22,096 15,423 14,641 258 554
nNorth America 7,338 8,718 571 1,320 - -
Asia, New Zealand 28,388 13,380 16,275 71573 2,398 106
328,867 248,665 251,400 152,265 &, 205 3,386
2004 2003

Eareirgs per share
Basic earmings per share 30.2¢ 29.1¢
DitLted earntings per share .00 2800

Earpiings used in calculating basic eamings per share
Earnings used in calculating diluted 2amings per share

Weightedt average nuember of ordinary shares used
a5 the denominator in caicuiating basic eamings per share

Eotential ordinary shares

Weichted average nusnber of ordinary shares used as the
denomimator in calculating dilsted earmings per share,

Cpdons that are not dilutive and are therefore
not includedd in the caicuiation of diuted EPS

Infarmation concerning the classitication of securities

Options

$16811.000 511,848,000
16,811,000 511,848,000

55 674,068 40,608,687
442,588 89.657

56,116,586 40,708,344

Optons granted to employees ander the McPherson's Limited Empioyee Share/Cption Purchiase Plan are considerad 1o be dilutive
and therefore potentiai ordinary shares for the purpose of calcuiating diuted eamings per share, where their exarcise price is below

the average market price.

In relation to dilutive options to acquie ardinasy shares, the calculation of dikted 2amings per share is perfarmed by adding Lo the
dencaminator anly thase potengal shares that aré deemed in accordanca with Australian Accourting Standard AASE 1027 o have
beert ssued for no consideration. Assumed earnings from proceeds are not added ta the numerator,

The number of shares deemed 1o have been issued for no consideration is the difference between tha number of sharas that were
issuect at exercise price and the number of sharas that would have been issued at average market price for actual proceeds,

Nao options have been included in the determination of basic earmings per share, Details refating to options are set aut i the

Directors' Report,
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Particulars in refation o controlled entities

Country of
Incorporation

hicPharson's Lismited

Controfled entities of McPherson's Limited
Damenica Py, Lid.
Owert King Haldings Austradia Pry. L.
MePhersorys Printing Pry. L.
Yevad Products Py, £1d,
Wifilishire {NZ) Lirmted
247413 Limited
718832 Pry. Ltd.
MePharson's Housewares Pry. Limiad
Cork International Holdings Limited (in kguidation)
Corke international Py Lid
Cork Internagonat (N2} Limited
Cork international Pte Ltd
MoPharson’s America, e,
MoPherson's Pablishing, lae,
Fagent-Shefieid Lid,
MePharson's Hong Kong Limitec
MoPherson's CPG Limited
Cork international Far East Limitad
MoPharson's (LK) Limitad
Richardson Sheffield Limited
W, Sabatier Limitec
Reviect Pry L,

MoPherson's Engerprises Pry. L,

Augstratia

Austradig
Austradig
Australia
Austradig

Mew Zesland
Austradig
Austradig
Austradia

United Kingdarn
Austradig

Mew Zealand
Singapore

HISA

HISA

USA

Hong Kong
Heng Kong
Heng Kong
Unitet Kingdam
United Kingdam
United Kingdam
Austradig

Ausstratia

Al investments reprasent 100% owniership interest in ordinary shares except Bomerica Py, Ltd. which includes 100% interest in

ardinary and preference shares held by MaPharson’s Limited.

Acquisitions and disposals of controlied entities
Acquisitions

«  Cork intermnational Heldings Limited, acguied 1 July 2003,
«  Cork international Far East Limitad, acquired 1 July 2003,

Asset Purchases

« Wilishire {NZ) Limited acquired the business and certain assets of PAK Imports (82} Limited effective 31 March 2004,

Disposals
«  Regent-Sheffield {Canada) Lt was liquidated ant 17 February 2004,
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Related parties

Directors and specified executives
Datails int reladon 1o insurance of Girectors is inciuded ins the Girectors” Repart.

Transactions with McPherson's Limited or its controffed entities:

Sorme carrent Directors of conrofled entities of MePherson's Limited are associated with frms which derive income for services
provided to the economic entity. These transactions are conducted on a cormmercial basis with conditions no more faveurable
than those avaiable to outside partias.

My, B, Duncarn andg Ms. A, Hutcheson, who ware Directors of a United States controlled entity during the year, are a principal
and emplayes respectively in the law firm £.B. Duncan P.C. This firm renders legal advice o certain controlled entitias.

Directors' shares/options
Transactons of Directors and Director refated antities concersting shares or shase options are set out in the Directors” Report.
Al transactions relating to shares and dividends were on the same basis as similar transactions with other shareholders.

Whaolly-cwned Group

Transactions between MoPhersen's Limited and its controlled entities in the wholly-owned Group during the year consistad of:
Amounts advanced to and by McPhersorn's Limited

Amounts repaid 1o McPherson's Limited

Amounts borrowed by MePherson's Lisnited

Payment and receipt of interast an certain loans

Payment of dividends o McPhersor's Limited

Purchase and sale of goous

Receipt and payment of rest, managemant and licence fess

Related party transactions not reported efsewhere:

The aggregate amounts of ransactions with tlated parties not reporied efsewners were as follows:

Consolidated Parent Entity
2004 2003 2004 2003
% |3 % 3
Legal fens
L8 Duncan P.C. 14,307 15.850 - -

Related party transactions and balances

Related pasty ransactions and balances are shaws: groughout the financial statements as foliows:

Note Number

Intesast receiveddreceivatia 2
Invesiment in contolled antiges 28
Director and executive disciosuras I
Amounts receivabie from controlied entities 8,12
Amounts payable to controlled estities 16, 1%
Superannuation funds 30

Superannuation commitments

MePherson's Limited and its controfied entities contribute 1o a number of superannuation funds, Tha funds provide benefits on &
cash accurnulation basis for empioyess or their dependants on resignation, retiremest, total and permanent disablemesit or death.
Benefits are based an e contributions and net income thereos beld by the funds on behall of their members. The fevel of these
benefits varies accosding to the fund 1o which the employee belongs, Company contributions to all superarngsation funds are legally
anforceable, Contributions may be made by the member i addition to company contributions, as specified ty the rules of the fund,

MePherson's Limited outsources the superannuaton function thraughout e Group, and thereforg does not sponsar ary
sgperannuation funds o pension schemes,
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Hotes to the statements of cash fows
Reconciliation of net cash provided by operating
activities to operating profit after income tax
Qperating profit after income tax

Goodwil amartisaton

Depreciation/other amartisation

Loss/(prafit) on disposal of property, plant and equiprment
Provision for stock obsolescence

Mon cas dividends

Debt forgiveness

Operating assets and liabilities, excluding the
effects from purchase or sale of businesseas:
Increaselidecrease] in creditors and barrowings

Increase/{decrease) in ohar provisions

{ )
Increaselidecrease) in empioyes enttlements
Increaselidecrease) in tax payabie
{lncreaselfdecrease in recaivables
{lncreasel/decrease in inverntones

Net cash provided by operating activities

Acquisition of controlied entity/businesses
Fair value of identifiable net assets acouired
Cash

Receivabios

Inventosies

Frant and equiprmernt

Brandnames

Future income tax benefit

Payables

Provisions

Provision for defarrad income tax

Finance leases

Goodwdl ory acguisition

Fotal consideration

Outfiow of cash to acquire controlied
entity/businesses

Totad consideration
Less: Cash acqired
Pius: Paymeants for grevious aciuisition

Net cash outflow

Consolidated

Parent Entity

2004 2003 2004 2003
SO0 $000's S000'S 30005
16,871 11,848 10,779 6,402

4,328 1,130 - -

5,991 4271 120 49

197 (51) 3 -
719 414 - -
(50} (59) - -

- - 4,304 -

(675 (2,011 {1,023) 4,289

1,807 768 457 542

20y 283 4 138

309 1,715 {7,267) 466
7,956 (6,799) 3,059 (2.831)

1,395 6,060 - -
37,869 16,567 9,836 G055

1,517 -

16,170 -
7,637 327
4,809 -
15,508 -
1,326 -
(10,074 -
{4,498 -
(HEE) -
{1,581 -
29,323 327
£5,344 398
94,667 725
94,667 725 90,876 -
{1,517} - - -
258 - - -
83,408 725 90,876 -
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Finarcing facilites

The econamic entity has available to it a commitied
finarcing facility of $124,943,000 at 30 June 2004,
As gt the end of the financial year $86,000,000 of
these facilities were utifised, Facifities in the main
are ahie 1w be ransferred bentween the pasant ety
and other mearmbers of the econamic entity. ntarest
rates on all facilities are variable.

Unrastrictad access was available at balance date
toy the faliowing lines of credit:

Total facifitios
Bank overdrafts

Bank toan facilities

{fsed at batance date
Bank overdrafts

Bank toan facilities

Unused af balance date
Bank overdrafts

Bank toan facilities

Consolidated

2004 2003
00" 000
3843 3,321
127,000 5,329
124,843 B%.850
- 861
84,004 48,900
84,004 44,7861
3843 2,460
35,0048 17.42%
38,843 15,885
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Emplovee benefits and related

or-costs Habilities

Included in other creditors - current {Note 146}

Included in restructure costs (Mo 18

Included in other provisions {Note 18}

Provision for employee entitlements - cugrent (Note 18]
Provision for employee incertives (Note 18)

Prawision for emmployee entitlements -
non-currest (MNote 20}

Aggregate empioyee benefits and refated
on-costs liabiities

Employee numbers at 30 June

Consolidated

Parent Entity

04 20003 2004 2003
SO00s $000's 5000 FO00S
1022 VAT - _
1568 3390 700 -
4z 42 - -
%,088 4,387 428 436
1,888 450 aay &5()
2,381 1,845 237 224
13,008 7820 1,762 1,510
NMumber MNumber

2004 2003 2004 2003
1,446 G35 & &



Te sharehaolding inforrmation set out Below was applicabie at 37 August 2004,

1. Share Capitad
As gt 31 August 2004 the ordinary share capital in the Company was held by the foliowing nurber of shareholders:

Shares Sharehoiders
1- 1,000 2,887
1,001 - 5,000 2.1
5,00% - 10,000 473
10,001 - 100,000 321
160,007 anc over 35
Total 5,821
Halding less than a marketable parcal B46

2. Voting Rights
Each ordinary share on issue ertitles the holder 1o one vote,

3 TTwenty Largest Bhareholders as at 37 August 2004

No. of Shares %

Thorney Pty Ltd 12,174,212 21.54
JP Morgass Nominees Australia Limited 6,680,388 11.82
National Norminees Linited 6,471 565 11.45
Equity Trustees Limited {SGH Pl Smailer Co's Fund) 2,542 906 480
AME Life Limited 1,642,311 2,87
Westpac Custodian Norminees Limitad 1,589,941 1.095
Ledsnad Ply Lid (The King Family A/C 1,600,000 177
Cagent Noringes Py Limited {SMP Accounts) 818,981 1.45
Citicarp Nominees Pty Linited 116,625 1.37
W F Custodians Lid 628,220 1.1
Gueensland fwestment Corporation 558,862 0.9%
Cogent Nominees Py Limited 548,584 0.97
Invia Custodian Pty Limited MCM TCF A/C 351,697 0.69
REC Giobal Services Australia Nominess Pty Limited PP AKC) 300,564 .69
ANZ Nominees Limited 364170 0.64
REC Giobal Services Australia Nominegs Pty Limited [BRKCUST) 265,581 0.47
H5BC Custody Nominees [Australia) Limited 262,197 0.46
Wy Trevar Bruce Winston Ward 251,080 0.44
My David Joseph Allman 250,000 0.44
Naumov Pty Limited 236,050 0.42
37,353,583 66.08

4, Substantial Shareholders

The fodlowing is extracted from the Company's Register of Substangal Sharehoiders as at 31 August 2004:

No. of Shares Last Neotified
Thorney Pty Ltd 11,728,202 S July 2003
AME Limited 2,859,591 & Movember 2003
ING Australia Limited 2,878,477 2& December 2003
Paradice Cooper Investars Pry Lid 407133 15 Juty 2004

5. Listing

MePherson's Limited shares arg listed an e Australias Stock Exchange, with Melbourng as the home exchange.
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McPherson’s Limited
ACN 004 068 419

MePherson's Limited is & company limited by shares, incarporatad
and dormiciied in Australia. Its registerad office and principal place
of business is focated at

5 Bunlop Road

Melgrave Victoria 3176
Telephone: {03) 8586 3300
Facsimie: {03) 3474 9075
FICCOF DEMNCPNErsors. com.au
Vv ITICRNENSONS.Com.aLl

Company Secretary
wAr Phifip B, Bennett

Auditors
PricewaternouseCooners
333 Colins Street
fMelhourse Victoria 3000

Solicitors

Allens Arthur Robinson
530 Colins Street
felhourse Victoria 3000

Cowley Hearme

Level 10

60 Miller Street

North Sydney NSW 2060

Share Registry

Computershare lnvestor Services Py, Limitad
Yarra Fails

452 fohnston Sireet

Abbotstard Victoria 3067

Telephone within Aystraiia: 1300 85 05 08
Telephone owside of Austraka: +87 3 8475 5000
Facsimie: {(03) 9473 2800

wab. queries@compuiershara.com.au

vy COMpUtarshase, oo

Shareholder Enquiries

Sharehoiders who wish to contact the Company an any matler
related Lo thair sharehoiding are invited (o telephions or write to

the: Share Registry, it & important that shareholders aotify the Share
Reqistry in writig f there is a change to thelr registered address,
For added protection, sharehoiders should always quote their
Sharehoider Raferance Number (SRM).

Comprehiensive infarmation about youwr shareholding can be obiaingd

an the termet a8 v, Computershare.com, or via thie Company’s
wiahisite at veviw. Mephersons.com. as.
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Group Management

Cravid Alfrman
Managing Directar
tePhersos's Limited

Fhil Bennett
Chigef Financial OHicer
tePherson's Limited

McPherson's Consumer Products
Divisional Managemaent

Mark OKely
Managing Directar
tAcPherson’s Consurmer Products Group

Paui Migched

Generat Manager

tAcPherson's Consumer Products Group,
MNew Zaaiand

Sarmmy Chan

Managirg Directar
MePherson's CPG Limitadd
Hong Kong

Roger Pettit
Generat Manager
Cork Hong Kang

Printing Divisional Managemerit

George Gatehousa
Generat Manages
Prirting Division

Malcol Dagg
Generai Manager
Cirectory Printing









