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The Year's Performance




Chairman’s and Managing Director's Report

The year to 30 June 2005 was another eventfd year for aur
Company. McPhersor's continued #ts acquisition sirategy
oy mvesting 0 two compatible husinesses with streng market,
pasitions which employ ow levels of capital intensity and
which meat feturn on investment objectives. The Company
soid s Telephone Directory Printing busingss during the
year and achievad eamings growth despite tougher trading
conditions being experienced in the second half of the year
i the consumer oroducts businesses.,

After tax profit for the year (befare gocdwill amortisation: of
37.2 million) rose 10 326.7 milion, Exchiding a surplus o
the divestment of the Teleshone Directory Printing busiress,
as well as non-reclring provisinaing, the underying net
profit. before gocdwill amortisation increased by 8% to
522.8 million. Earnings per share on a corresponding
pasis, rose 2% 10 38.8 cents.

Fulty frarked dividends of 22.0 cents per share were
declared during the year, an increase of 16% over the
19.0 cents declated for the previoss year.

The 2004-05 resuit was impacted by the closure of the
garment hanger supply business and the cessation of

royaity income from the UK, both of which ocourred in the
last quarter of the 2003-04 year, and reduced congribution
fedlowing the divestmert of the Directory Printing business
which ceeured in October 2004, The Board's decision to
exil these dedining and/or non-core Businesses in favour
of synergistic Dusinesses with stronger iundamentals limiad
growth in 2004-056, but should benefit sarnings in the
lorgjer term,

Mudtix Py Lid (Maltie} and Accantia Health & Beauty Pty
Ld (Accantia) were acouited duing the year for a combined
consideration of $88 milion. Mudtix markets products in the
Rousehold bags, wiaps and foll category. It occlpies the
overall numer two position in the Austrakan market in

this category and the sumber one position in several key
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segments within the category. Accantia markets personal
care products under the Swisspers brand and is the market
leader i the cotton wool catagorny,

se acquisiions have strengthened the Company's pasition
i the supermarkets and pharmacy channels, both of which
tend 10 be more stabie than the Company's more traditional

sales channels of department stores and discourt stores,

Consumer Products’ earmings belore interest, tax and
amortisation (EBITAY increased from $26.3 miflion 10

$37.5 milion, despite the loss of $6.6 milion in EBITA from
the discontinued businesses. The growth in contribution
was due to iour major factars - synergies flowing fram the
amalgamation of the McFherson's Housewares and Cork
bsinesses to form MolPhersorn's Consumer Products, an
improved performance in New Zealand, lowar restructuring
expense and the acguisition of the Multix and Accantia
blsinesses during the year. Further synergies from the
Consumer Products amalgamation and a fuli year's
corgrizution from Multix and Accantia shaouid benefi
earmings in 2005-06,

Printing EBITA reduced from $12.2 million last year to
$6.8 milicn in 2004-05. $2.6 million of which was contrituted
by the Directory Printng business prior to s divestment in
October 2004, The Book and Commercial Printing
cortribution of 4.2 million was in fine with the previcus
year, Approximatsly $10 mifion in capital expendiuie was
mvested i uograding the Book Printing business duning
2004-05b and a further $6 milliors 15 Deing invested prior 1o
December 2005, The operational Henelits from the capital
imvestment are expected to commence flowing during the
second half of 20045-06.

The Company cortinues to pursue its objective of growth

throlgh acquisition and & currently evallating suitable
OpporiLnities,
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Board of Directors

Ledft i g Ranond O King, Chairman: Johin 1B Cliflord: Simge A Rowveedl: Al 3

Fayimong £ KIng, Boom BIRED., MEA

Chabrman

Experience and Expertise

Mr King has been a nor-execitive Director of McPherson's
Lirmited since 1998 and was appointed Chairman in July 1899,
M King was the CEO of Midara Blass Limited for 17 years
orior to his appointment as a Director of McPherson's Limited.

Other Current Directorships

Chairman of Nylex Limited (Director since October 2003),
Taverner Hotel Group Pty Ltd {Director since March 2002)
and Space Time Research Pty Lid (Director since February
2001 and a Director of AFL Club 51 Kilda since Decamber
2000,

Former Directorships in Last Three Years

Non-executive Director of Austeres Limited from December
2000 10 July 2004, Hechma Pooled Development Fund Pty
Lid from June 2000 1o January 2004, Tox Free Scistions
Limited from February 2002 10 August 2003, and Cheviot
Bridge Py Lid from May 2003 to june 2004,

goantad Dinaich 2. Allresan, fdaniging Divaction

Special Responsibifities
A membar of the Audit Risk Management and Compliance
Committe since October 1999

Chairmar: of the Nomination and Remuneration Commities.

Interests in Shares and Options
1.315.000 ordinary shares in McPherson's Limitec.

Praviet 1. Allman, sso

BManaging Director

Expetipnce and Expertise

Mr Allman was appoinied Chisf Executive in December
19894 and became Managing Director in March 1995,

Prior o joining MoPherson's Limited Mr Alman was Managing
Director of Cascade Group Limited, a pesition he held for
seven years. Before this he held senior posiions with Elders
XL Limited and Castlemaine Tooheys Limited. Mr Alliman
holds a degree i engineeing and prior te obtainng generat
management positions held managearial roles in production

managemery, finance and marketing.




Board of Directors come

Dravvich J, AHsman conunued

Other Current Directorships
None.

Former Directorships in Last Tiwee Years
Mo,

Special Responsibiiities
Managing Director,

Interests in Shares and Options
306,500 ordinary shares in McPherson's Limited and
300,000 options,

dodwe PO orel, g & naan

hor-pracuive Diracior

Expertise and Experience

Mr Ciifford was appointed a Director of McPhersen's
Limited i 2003,

Mr Clifford is currently an Execiitive Director of Bayard Group
Lid, a leading manufaciurer of utifity meters with worldwide
operations, trading as Landis-Gyr, Ampy, and Emaill Metering.
Me also sits on a number of Boards representing private
ety investors. Formerly he was a Director it the private
equity group of NM Rothschid {Australia} Lid, and an
wvestment Director of 3i PLEC in South East Asia and the
LK, in which capacity he was involved in over 30 MBOG and
development capital transactions in the UK, South East
Asia, USA and Austradia,

Other Current Directorships

Ary Executive Director of Bayard Group Pty Lid. Chairman
of Rise Apparel Pry Lid {trading as Turning Poing Imports
Pry Lid). Nod-executive Director of 4114 Py Ltd {rading as
MitchDowd Pty Lid). Non-execuiive Director of Moonpig
Austraia Pty Lid,

Former Directorsfips in Last Tivee Years

Mr Ciifford was a Director of Brand Equity Pty Lid from
2003 to 2004, Austratian Leather Holdings Pty Lid from
2000t 2003 and Frigrite Refrigeration Pty Lid from 2000
1o 2003,

interasts in Shares and Options
Menge.

Shrawery A, Rowsll, Ba, 5085 O FAICD
Mesri-eracutive Director

Expertise and Experienice

Mr Rowell was appointed a Director of McPherson’s
Limited m 2063,

My Roweldl is the former Managing Director of Snack Foods
Lid, Australia’s largest listed snackfood company which
wias acouired in a friendly akeover by Amott's Biscuits Lid
in 2002 for approvimately $300 miliior,

Prior to Snack Foods, he spent 12 years as CED of the
Jack Chia Group, a diversified business including property,
focd and confectionery, engineering, textles and finance.
Achigvements included floating Long Homes or the Stock
Exchange and the acquisition of AV Jennings Homes,
Daliar Sweets and Players Biscuits, He was alse Managing
Director of AV Jennings Homes sotl 1998,

My Howed is 2 Chartered Accountant and has an honours
degree i Ats,

Gther Current Directorships

Mr Rowell is Chairman of Green's Foods Ltd, Chairman
of MMC Contrarian Lid, both of which are listed on the
Avstralian Stock Exchange, and an operational pariner
of lrondridge Private Eguity. Me is also Chairman of the
Management Committes for the redeveiopment of Prince
Hanry Mospital at Litle Bay.

Former [¥rectorships in Last Three Years
My Rowell was 2 director of Snack Foods Lid from 17991
o 2002,

Special Responsibilities

A member of the Audit Risk Management and Compliance
Committee since 2003, and appointed Chairman of the
Committee in November 2003,

Interests it Shares and Options
14,082 ordirary shares in MePherson's Limited,



Adee Waistite, v
Morsexacutive Director

Experience and Expertise

Mr Waistitz has beer a non-executive Director of
Mclhersorn's Limited since March 1988, M Waislitz is
Executive Chairman of the Thormey investment Groug,
He has extensive business experience, and is a Director
of varicus Pratt Group and Visy Board companies.

Other Current Directorships
Non-executive Director of the Cofingwond Footiball Club
and Adacel Technologies Limied.

Former Directorsiips i Last Three Years
M Waislitz was a non-execiutive director of Snack Foods
Limited from 2000 to 2002,

Special Responsibilities

A member of the Nomination and Remuneration Committee.

Interests in Shares and Options
None,

Artendance ot Board and Commities Meelings

Preapy 3 Landos (Alsrnate for Slex Waishte)
Experience and Expertise

Mr Landos of the Thorney nvestment Group was appointed
as an atternate Director for Mr Waislitz in July 2003,

Other Current Directorships
Alternate Director 1o Mr Alex Waisitz at Adacel Technoiogies
Limited and director of Biological Wool Harvesting Limited.

Former Directorships in Last Three Years
MNone,

imterests it Shares and Options
Nore,

Comparny heoretary
The Company Secretary is Mr Phiip R Bennett, B.Com, ACA.

Mr Bennett was appointed 10 the pasition of Company
Secretary in 1895 and 5 alse Chief Financial Officer of
Mciherson's Limited. Before joining MePherson's Limited
he held Company Secretarial and serior financial positions
with another listed company for two years and prior to that

WAas a senior manager with a major accournting practice.

The number of Beard, Audit Risk Management and Compliance, and Nomination and Remuneration Commitiee meetings
hedd during the year ended 30 June 2005, and the number of meetings attended during that period by each Director, are
set out below:




¥

Group Profile

Consurer Procucts DHvision

Australasia

frading as McPherson's Consumer Products and
McPhersen's Consumer Products New Zeatand, the
Austraiasian Dusiness markets an extensive range of kitchen
utensils, giassware and other Kitchenware products, including
tabletop, food preparation and hardware, The business alsc
markets a range of beauty care and hair care products in
Australia, New Zealand ard Singapore, and supplies impulse
merchandising prodocts 1o major Australian retailers.
MePnerson's Consumer Products is the leading marketer
of non-electrical housawares procducts in Australasia.

ELrnne

The European business trades as Richardson Sheffield,
and markets a wide range of kitchen knives, an extensive
range of utensis and other kitchenware products, and hair
and beauty products in the United Kingdom and turope.

Morth Americs

frading as Regent-Shefficid, the North American business
distributes kitchen knives and flatware through a leading
distribetor of housewares products.

Haormy Kormg

The Division's Hong Kong operation co-ordinates the
sotrcing of products for the Consumer Products Division's
bLsiness units.

Rark 'K WA

Exesciitive Ofioer

Balvix

MLt markets a wide range of products in the household
plastic bags, food wraps and aluminium foil category in
the Australian refail market,

Auoantia

Accanta sources and distributes personal care products
mcluding cotton wool halis, pads, sguares and rounds,
and facial and paby wipes. The business also markets a
range of toiletry and skincare products under 2 licesing
arrangaement,

Fefertierg Drvision

Book and Commercial Printing

The Davision's book and commarcial printing business

is one of Australia's major diversified commercial printing
companies. The business offers a wide range of high
quality commercial printing services and is the largest
book manufacturer in Australia,

rectory Pringing
The Divisiors's telephone directery prirting business was
sold during the year,

Corporats

The Grous's Corporate Office 15 based in Mulgrave, Victoria
angd provides corporate services for the Group including
finance, accourding and company secretarial functions.




Review of Operations

Chvarvisw

Mckherson's Limited produced a 16% increase in after tax
orodit 1o $19.5 milion in 2004-05 (2003-04 $16.8 miliion)
ars turnover up 5% 1o $344.7 mition. Before amaortisation
of goodwill and exciuding a net surplus arising from a
Blisingss divestmernt and non-recurring provisioning, profit
after tax for 2004-05 of $22.8 million was 8% ahead of the
priar years $21.7 milken,

Earnings per share (before amortistion of goodwili, and
exchiding the net surplus arising from a business divestmernt
and non-recuring provisioning) increased to 38.8 cents,
compared with 38.0 cents in the previous year

Dividends of 22.0 cents per share were declared for
2004-05, an increase of 3.0 cents per share of 16% over
the previcus year. The final dividend will again be fully franked,
and it is expectad that iture dividends will continue to be
fLily franked.

The Consumer Products Division {previcustly referred 1o as
the Housewares Division and exciuding Multix and Accantia)
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produced a reasonabie performance, delivering a profit
{efore imerest, 1ax and amortisaton! of $26.0 milion
which was consistent with the previous year despite the
closure of the hanger supplier business and cessation of
reyalty income from the UK at the end of the 2003-04 year.
Profit growth achieved in Australasia was offset by a
reduction iy same international markets.

The two businesses acolired durng the year, Accanta
Heaith & Beatty Pty Ltd and Mudtix Pty Lid, produced a very
pleasing combined contribution to profit of $17.5 miliion
{efore interest, tax and amotisaton! in 2004-05. Both
revere and the EBITA contribution from these businesses
exceaded expectations,

The Printing Division's earnings (before interest, tax and
amertisationy reduced to $6.8 milion from the previcus
year's contribution of $12.2 mifion a3 a consaguence of
the directory printing busingss being sold during the year,
The book and commercial printing operation reported a
contribution iy ine with the previous year,
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Consumer Procducts Division”

CHvisional Activities

The Consumer Products Division markets a wide range of
products hoth within Australia and internaticnally, Products
are mostly imported from the Division's sourcing cperation
i Hong Keng.

The product range includes cutlery, kichen knives, kitchen
Ltensils, scales, Rakeware, giassware, hardware and darden
prodhicts. Foliowing the acouisition and integration of Cork
Asia Pacific, the Australian, New Zealand and European
businesses also market a range of hair and beauty care
accessones, impulse merchandising products and baty
care accessonies. The Division is the leading marketer of
non-electrical housewares products in Australasia,

The Division markets reputable, established brands including
owned brands Witshire, Grosvenor, Strachan, Crown, Elerna,
Ai-de-Chel, Deco, Manicare, Lady Jayne, Camec, Bebalie,
Home Living and Kids 'r' Cool. Agency distribution
arrangements are also in place aliowing the marketing of
third party brands, including Satter, Chef'n, Balladini, Trudeau
and Typhoon.

Apart from a fimited manufactining faciity at Sheffield in
the United Kingdorm, the business mainly markets finished
products that are saurced from Asia, and, in particudar,
China. McPhersen's Chinese based scurcing operation
supports the Division's marketing activities &y supplying
products from a large nember of independent Asian
manutacturers. During the year the two Hong Kong offices
(as a consequence of the Cork acquisition) were reiccated
and combined into new premises. The rationatisation will
produce efficiency benefits and cost savings going forward.

Heoiona! Activities

Australia

The final stage of the consolidation of the Consumer Products
blsinesses into the Kingsgrove, NSW site was completad
during the year, with the remaining sales and markating
tearms now fully ntegrated. A single sales team has been
formed and is responsible for all sales channels.

The major product launches for the year centred around
houseware products incitding the new "Microbake' [metal
bakeware suitable for use in the microwave) and "Bend &
Bake' {a range of siicone products ior the bakeware
category). New glassware ranges have been launched

©RY g yedrs the Consueier Products Qivision was referad o
as the Howsewares Division.

under the Grosvency hrand for department stores and the
independent channel, Additionat distribution gaing for the
impulse merchandising (clio-strip) ranges saw significant
qroswthn in the year for this category.

Crown have also secured exclusive distribution for LLigi
Bormiol, & quality range of itadian glassware for the
conywnercial sacton This new agency will allow Crown to
further extend the glassware range and access additional
restarants and hotels that reguire a premium glass range.

The focus for the Australian business is o increase currant
listings for branded products whilst working with customers
G provide private label product ranges, shotid these be
required. Sourcing strategies are constantly reviewed to
faciliate cotimum guality and pricing for the vared product
range. Optimising the use of the business” existing in-store
merchandising sales force will assist in this regard.

Bew Jepland

The pre-existing New Zealand housewsares husiness was
amaigamated with: Cork International {N7) Limited to form
McPherson's Consumer Products (NZ) Limited in January
2005, The amalgamation followed the successful integration
of the Wallington based business of PAK Imports acquired
in he previous year.

The combined business serves alf major retai channels
across the three primary business categories of Housewares,
Glassware and Personal Care. The sales and marketing
teams have been strengthened following the amalgamation
widch will ensure brand strategies are achieved and customer
and consumer expectations are exceaded,

The personal care category was enhanced in the latter
part of the year with the integration of the Accantia branded
products Swisspers and Simple. The sales, merchandising
and logistics for Accantia products in New Zealand are all
now managed within McPherson's Consumer Products
{NZ), whereas some of these services were previclsly
cutsourced. Synergy savings and sales revenue growth
will he realised during 2005-06,

The housewares category achieved sirong growah
during the year following the enhancement of product
and packaging developmertt of key brands within the
core product categories of knives, cutlery and cookwate,
Business performance from the glassware category also
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Consumer Products Division -

remains consistently strong. retaining dominance of the
drinkware market segmert in New Zealand.

lriernations
The irternational operation sells product into Europe and
North America.

+ The Ewrcpean business markets the Company's
Richardson, Laser, Fusion Edge. Sabatier, Balance,
So.Eat and Gripi brands.

+ The North American business rades through 2 feading
Morth American distributor of housewares products,
under an exclusive Licence and Supply Agreemant.
The businegss mainly sells the Company’s Wiltshire and
Regent Sheffield brands,

In Europe, sales revenue grew by 8% over the previous
financial year, largely as a result of the successful integration
of the imgise merchandising. hair and heauty brands
(Home Living, Lady Jayne and Maricare] with the traditional
housewares product range of tabletop, food preparation
and hardware products. In January 2005, Richardson

launched new brand packaging, adopting a 'good, better
best’ aporoach using the Homestuff, Richardson Shedfield
and So.Eat brands.

omrvmesrrnny Frodhids Dhvision
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Multix and Accantia

Mcl*herson's Limited comgleted the acquisition of two
businesses during the year Accantia Haalth & Beauty Py
Lid (Accantia) effective 1 July 2004, and Multix Pty Lid
ihulix), with effect from 1 October 2004,

Bl

Multix markets a wide range of products in the househoid
plastic bags, food wraps and aluminium foil category in
the Australian retail market, Moltix has strong customer
relationships and prides itself on #3 reputation for guality
and innovation. The Muitix brand has a 30 year heritage
i the retall market and is well recognised by Australian
consumers. Products marketed under the Multix brand
inclicde afuminium foll, akiminism trays, chng wrap, baking
paper and various types of plastic bags; such as freezer
Bags, kitchen fidy hags, garbage bags, garden Bags and
trofey ners,

The Multix brand has a strong presence within all major
supermarkets in Australiz, cccupying the number two position
in the Dags, wraps and {ois category and the number one
Eosiion iy several Key segments within that category.

Multix has its own sales team dedicated 10 enstring that
the marchandising needs of ali major supermarkets are
appropriately met, inchuding the supply of both Branded
products and private label products 1o Agstralian
supermarkets,

Multix sources its oroducts globally thraugh long standing
sugplier relaticnships, and continues 1o strengihen its
supplier base with a number of new supplier relationships
estabished throughout Asia in recent years, MoPherson's
Chinese sourcing oseration will greatly assist in fast-tracking
Multi's sourcing nitiatives in 2005-06.

Along with the various prodoct spgrades and packaging
enhancemants throughout 2008, ten tew products were
succassiully launchad under the Mugix brand, helping to it
Mltis market share in the category, The launch of Multix's

colour scented Kitchen tidy bags was a highlight, one of the

most successiul product launches in the category in many
years. Recent examples of product innovation include Multis
range of degradable plastic bags, heavy-duty fol, extra wide
Cling wrap end the colour scented kitchen tidy Dags and
garbage Hags,

By working ciosely with the Consumer Products Division
businesses, Multix will feverage its strengths and sigrificantly
expand its Business in the coming year. Growth opportunities
have already bean identified in various new channels and
markats, nchuding the launch of Multix products in

New Jeaiand.

Hovantia

Accantia is involved in the sourcing and distribution of
perscnal carg Croducts ncluding cotion Ralls, pads, squares,
rounds and facial and baby wipes. These products are mainly
s0id under the owned Swisspers brand. Accantia also
markets and distributes the Simple toiletries and skincare
range under a ficensing agreement.

The primary distribution channels for the Accanta range
of products are major supermarkets, discount department
stores, and pharmadcies throughout Austratia,

Swisspers has established itself as the leading brand in
cottors wood with Swisspers branded products holding the
number one position in all key segments within the cotton
WOl category,

Simple holds a unigie position in the market piace and

is formuiated specificaly for the needs of consumers with
sensitive skin. All Simple products are 100% perfume and
coiotlr free, ensuring that even consumers with sensitive
skin can access a range of effective skin care products,
whilst minimizing the risk of skin reaction. Simgle continues
10 gain wide acceptance across all retad distibution channels:
grocery, pharmacy and discount depariment stores.,

Brands marketed by Accantia are sugported by on-going
magazine advertising, advertorial, TV commerdial campaigns
and wabsite activity,

During 2005 Accantia consolidated its position in the market

brand, fuither enbancing Accantia’s market position in
eminine make-up removal products. Swisspers also
competas in the Haby wines and nursery pads markeats.

for cosmetic/make-up removal wipes under the Swisspers
{

Accantia’s limited manufacturing faciity is being closed,
with products now sourced thirough MoPhersorn's sourcing
cparations. Quality assurance programmes overseen by
Accantia ensure continued producr guatity,







Book and Commercial Printing

Compary Aotheithes

McPherson's Book and Commercial Printing business trades
as McPherson's Printing Grous, and is a highiy efficiert
producer of books and commercial printing suoported by
comprehensive logistical services, Both printing plants meet
ar gxcead Australian and imermational quaiity accreditation
standards.

Melherson's Printing Group remains Australia’s leading
manufactlrer of books in conjunction with other gereral
commaercial printing products and senices,

e B osnmet

The business s currently undertaking a major fe-equinping
program (scheduled for completion in December, 2005}
ensuring that it remains the best equipped diversified book
manufacturer in Australia, equal with the highest wortd
stardards. The program includes a new high speed quick
make ready web printing press and binden expanded direct
o plate pre-press equipment and a new state of the art high
speaed digital twin web printing system with asscciated in-line
finishing equipment.

lsdformmation Tectnoiogy (11

On-going vestment in T infrastructure and systems ensures
that the business continues to support the changing
demands of its diverse customer pase. This has also aliowed
fudl integration of the Maryhorough and hMulgrave plant
production faciities with the complementary watehGusing
and fulfilment services to provide a comprehensive solution
for core customers,

Castomers
McPherson's Printing Group has peen successful in securing
coatract renewals with several Key long-ferm core customers,

Contracts with new customers have alsc Deen won consistent

with the strateqy of developing long-term relationships by
adding value in partnership with custemers,

Whiles focussing on operational efficiencies and associated
benefits to customer service, MoPherson's Printing Group
has maintained its commitment 10 innovation and creativity.

The Group was pleased 0 receive recognition for its rale in
printing the "Australian Printed Book of the Year” awarded
by the Printing and Publishing industry at the Annual Galley
Ciub Awards for the title "Outback Hernes™ published by
Penglin Australia.

Ervgsloryes Traming

Training and development of employess remains a high
priority for the business with corginued in-house and
external programs across all levels of management and
shop flocr skills development. Positive rasulis from this
program are evident.

Ranagement

Ore 1 Juty 2005, My Alan Fahy was appointed Chief Executive
Officer of MoPhersen's Book and Commercial Printing
business. On the same date, Mr George Gatehouse left
the Company after 16 years heading the Printing Division.

The Compary expresses its sincere appreciation 1o Gearge
Gatehouse for his significant contribution over that pericd.

Frrbnitog Dhvishon
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Corporate Governance Statement

This statement cutlines the main Corgorate Governance
practices that were in place within the McPherson's Limited
Group throughout the financial year. McPnerson’s suppors
the Australian Stock Exchange Corporste Governance
Council's Principles of Good Comporate Governance Best
Practice ("ASX CGET.

Unless indicated otherwise, the Comporate Governance
practices discussed i this statement are consistent with
the practices adopted in the previous finrancial year, The
practices are dealt with in this statement under the
fdlowing headings:

+ Board of Directors

« Nomination and Remuneration Commities

» At Risk Management and Compliance Commitiee
+ Risk Management

+ Internal Control and Compliance Framework

s Lthicat Standards and Stakeholders

« Communications 1o Shareholders

Board of Directors

The Board of Directars is responsible o shareholders,
and has a primary objective of achieving long-term growth
in the value of McPharsen's Limited shares.

The Board of Directors is also responsible for the overall
Corporate Governance of McPhersen's Limited and its
subsidiary comparies {"the Group”) ncliding estabiishing
the Group's strategic direction, establishing goais for
management, and monitoring the achievernant of those
goals.

The Board's role had been documentad in a Board Charter
and in a Retained and Delegated Authorities of the Board

document. The Board Charter is posted or: the Company's
welsie.

The Board has an Audit Risk Managemerit and Compliance
Committee and a Nomination and Remuneration
Commitiee to assist in the execution of its responsibilities.

The Board has established a framewark for the management
of the Group ncluding an overall framework for fisk
management, internal control and complance.

McPhersen's has undertaken a review of its Board

and individual Directors with respect to the year ended

30 june 2005, The process involves all Directors completing
a guestionnaire. The results are coliated and the Board
then meet to discuss the outcomes of the review. Directors
are alse asked to complete individual quastionnaires by
way of self-assessmert. The Chairman then meets with
each of the Directors to 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 qualifications,
experience and special responsibifities are set out on pages
310 5 of the Annual Repart.

The composition of the Board is determined using the
folicwing principles:

+ The number of Directors must aot be less than three nor
more thary 12, Directors may determine the size of the
Board within these parameters,

+

The Board is to be comprised of a majority of
independent non-exectiive Directors,

+ The Chairman of the Board is 10 be an independent
nore-gxecitive Director,

+ The rodes of the Chairman and Chief Executive Officer
are Not o be exercised by the same persch.

+

The Board shoudd comprise Directors with a broad range
of expertise hoth nationally and internationatly that is
relevant to the strategic direction: of the Group.

When a vacancy exists, through whatever cause, or where
it 5 considerad that the Company would benefit from the
services of a new Director with particuiar skills, the
Nomination and Remuneration Committes selects a pane!
of candidates with the appropriate expertise and experience.
e Board then appaints the mast suiable candidate who
must stand for election at the next Annual General Meeting
of sharehoiders.

The terms and conditions of the appointment and retiremeant,
of Directors are set out in an agreement Detween the
Company and Directors {called a "Director's Deed™). The
Directors Deed also inclhudes provisions relating o Directors’
other rights and obfigations. The Directors Deed was
approved at an Annual Generat Meeting of shareholders.

The Company's Articles of Association require that one-third
of the Directors retire from office each year and, if otherwise
gligible, stand for re-electinn at the next Annual General
Meeting of members. This requirement does not appiy to
the Maraging Director or to Directors who have Deen electad
i the previous three years, The Director ar Uirectors retinng
orstant o the above requirement ara te Directors iongast
in office since last baing slected.

The Articles of Association also provide that persens who
have atiained the age of 70 years of more may not b
appointed as a Director, unless they are appointed by a
special resolution of shareholders,



Inclependence of Direciors

The Board has determined 1o follow the ASX CGC defintion
of independence and considers that a non-executive Director
will be independent if they:

1. have not beert a substantial shareholder of a compary
or an officer of or otherwise associated directly with, a
substantial shareholder of the Company,

2. have not within the last three years been employad in
an execliive capacity of the Company or another Groug
member, or been a director after ceasing to hold such
emplayman;

]

. have not in the last three years baen a principal of a
material professional adviser or a material consultant
to the Company (or Groun) or an employes materially
associated with the senvice provided,

4. are not a supplier of cusiomer of a company o other
Group member or an officer or athenwise associated
directly or indirectly with a material supplies:

b do not have a material contractuat relationship with the
Company or another Greup member other than as a
Girector of the Company:

6. have not served on the Board for a perind which coudd,
or could reasonably be perceived 1o, materially interfere
with the Directors ability to act in the best irterests of
the Company; and

7. are free from any interest and any business or other
redationship, which could of reasonably could be perceived
to materiaily interfere with the Director's ability to actin
the best interests of the Company.

Application of the above definition of independence
indicates that the independent Directors are Raymond
King, John Clifford and Simon Rowell,

ncependent Professionasl Advics

Each Director has the right to seek independent professional
advice at the Group's expense. Pricr approval of the
Chairman is required, which approval is not to be
Lnreasonably withheld,

[ewmiration and Bermunsration Dommiltes

Ty assist in the execution of #s responsibiiities the Board
has an established Nomination and Remuneration
Comimittess,

The roie of the Nomination and Remunaration Committee
i fudly documented in a Chartar, which is approved by, and
considered for amendment by the Directors annually. The
Nomination and Remuneration Committes is comprised of
two directors, commensurats with the size of the Board,
and is chaired by the Chairman of the Board.

The names of Nomination: and Remurneration Commitee
members and their aitendance sl meetings are detalled
at page b of the Annual Report.

The responsibiities of the Nomination and Remuneration
Commitiee are set out in its Charter which is published
on the Company's website. Key responsibilities include:

Nominations

« A process for determining the necessary and desirable
competiencies of Board members and the assessment
of those competencies,

+ The appointment of suitably quadified candidates 1o the
Board in accordance with board policy.

« A process for the evaluation of the Chief Executive Officer,

Rermuneration

« The Company's reciuitment, retenton and termination
palicies and procedures ior executive/senicr
management.

« Any report on executive remuneration, which is required
pursLant 1o any Listing Rule or legislative requirement
of which is proposed for inclusion in the Anmual Report,

« Non-executive Director rmmouneration,

Staff incentive plans proposed by the Managing Director,
ncluding bonus, share and opion plans, and the basis
of thalr application amongst differing levels of staff.

+ Satary, herefits and total remuneration packages of the
Managing Director and senior staff reporting 10 the
Managing Director.

Empicyes sUccession planning o ensure the continuity
and quality of management.

Remungration Poloy

The Group's remuneration policy and struciucre is equitable,
competitive and consistent 50 as 10 enstie the recruitment,
and retention of perscanel of the cagability, comeetence
and experience necessary for the successful achiovement
of the Group's strategies and goals. Remuneration is
accordingly set to the following principles:

« Noindividual may be invelved directly in determining
Risfher remuneration. External advice in relation to
remuneration will e sought, whers aporopriate.

» Remureration disclosure to shareholders will &t a
minimum comply with the requiremerds of legisiation and
Accountng Standards and reflect all benefits including:

- Base sadary and ncentives;
- sUperanruation payments; and
- any other material benefis.




Corporate Governance Statement «
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Incertive payments for executives are related 10 company
performance, indvidual performance against goals, market
conditions and indepandent expert advice whare
appropriate and may includs options aver shares in the
Company grarted at the discretion of Directors or the
Nemination end Remuneration Commities under the
MelPhersor's Limited Employee Share/Option Purchase
Plan.

-

Remuneration for non-executive Directers is determined
by the Board or the Nomination and Remuneration
Commitiee within a maximum amaount determined
sharehciders from time to tme at the Annual General
Meeting. Non-executive Directors are not entitled

o participate i any incertive schema,

The Company previously paid retiremernt benefits to
non-executive Directors But the policy was amended on

4 March 2003, Consequently the Company rio longer pays
retirement benefits 1o non-executive Directors appoirgad
after the date of the change, other than statutory
superannuation. The Directors’ Deeds for non-executive
Girectors appointed before 4 March 2003 were amendad
sothat they are now entifled to receive a retirement,
allowance equivalent 1o the aggregate remuneration received
oy them during the three years immediately prior o

4 March 2003, Retirement alicwances for these Directors
therefore cannot increase even though their remuneration
may increase,

Where considersd necessary, Directors may obtain
independent advice on the appropriateness of
remuneration packages.

The remuneration of certain serior executives may include
the issue of options over erdinary shares under the

Mel*herson's Limited Employes Share/Option Purchase Plan.

Getails of options issued during the year ended 30 June
2005 and in pravious years inciuding performance hurdles
are contained in the Remunaration Repod in the Directors’
Rapot,

The total remuneration 1o be paid by the Company 1 the
Directers for each financial year is determined from time
to time at the Annual General Meeting of sharehalders,
Any Director who serves on a committes o who devotas
special attention to the business of the Group outside the
scope of thelr ordinary duties may receive an additonal
payment commensurate with the extra doties performed.

information regarding Directors' remuneration is set ot
in the Remunaration Report in the Directors” Report,

Thie Audi Risk Management and Complianoe
Corrrriites

The purpose of the Audit Risk Management and
Compliance Committes is to provide the Board with further
asslrance in relation to the:

+ operation of the risk management, internal control and
compliance systems:

+ refiabiity of financial information prepared for use iy the
Board, and

+ evaluation of the audit process,

The rofe of the Audit Risk Management and Compliance
Committee is fLily documented in a Charter, which is
approved by, and considered for amendment by the Directors
anrally. The Charter is published on the Company's website.
Irr accordance with this Charter, all members of the
Committee must be non-executive Directons,

The ASX CGC recommend that an audit committea should
consist of only non-erecutive Directors, and have a majority
of independent directors, an independent chairperson (who
is net chairperson of the Board), and at ieast three memiers.
The Mckhersor's Limited Audit Risk Managaement and
Compliance Committee complies with the recommended
ornciples, except that the Commitize comprises two
Directors. This committee structure is considered appropriate
and adequate given that the Board has a total of only four
non-execltive direciors,

The Chairman and any non-executive Director may attend
the Audit Risk Management and Compfiance Committes
Meetings. The internal and external auditors, the Managing
Director and the Chief Financiati Officer are invited to Audit
Risk Management and Compliance Commitiee meetings
at the discration of the Committee. The Commitiee i3
therefore able 1o meet without managament being present.
The Commites also ensures that it meets with the internal
and external auditors without management baing present
on at least an anndai basis.

The Audit Risk Management and Compliance Commitiee
make recommendations to the Board in relation (o the
appoirdment of the external auditors and review their
perfocrmance on an annual basis. The Company uses the
services of an outsouwrced internal audit provider to assess
the effectiveness of the Company's risk managemernt
witernal control and compliance system. The internal audior
i independert of the external auditor and s appoirted by
the Board on recommendation from the Commities. The
Committee meets with the irternal and external audiors
during the year to consider all aspects of thelr respective
aldit funclions.,



The Audit Risk Management and Compliance Commitiee
requests that the external auditor attend the Annual Generad
Mecting 10 answer guestons about the conduct of the audi
and the content of the audit report.

The names and qualifications of Audit Risk Management
and Compliance Commitiee members and their attendance
at migetings are detaded at pages 3 to 5 of the Annual Report.

Fisk Managernent
MolPherson's aims 1o use risk management systems 1o

support 15 business activities and safequard shareholder
value. The Board has adopted a sk policy which:

+ USRS 4 Proven fsk management approach to ensure
appropriate focus is given to the identification, evaluation,
treatment, monitonng, pricing and reporting of all
significant risks to the McPherson's Board;

+

ensures that managing risk is an integral part of business
plannirg and managemernt. processes:

+

informs, skiils and motivates management and staff to
erable them to implement effective risk management
practices: and

+

maintaing a cost/benefit focus when developing risk
treatment strateqies, such as insurance.

lsytermiatl Contred Framework

Ihe Board acknowiedges that itis responsisle for the
overall imernal cordrol framework, but recognises that no
cost effective internal corgrol system will preclude all errors
and irregularties. To assist in discharging this responsility,
the Board has established an intemal contred framework
that can be described under the following headings:

+ Financial reporing - a comprehensive budgeting system
is I place with an annal budget approved by the
Directors. Monthly actual restits are reported against
budget and revised forecasts for the year are prepared
raguilarly for internal use by Directors and management.
The Group reports to shareholders on an annual basis
and to the ASK half-yearty. Procedures are also in place
to ensure that price sensitive information 15 repored 10
the ASK in accordance with the continucus disclosure
reqUirements of the ASX Listing Rues.

+

Cualty and integrity of persennel - the Group's persconel
paiicies are detailed in a Policies & Procedures Marsal,
compliance with appropdate sections of which is
mandatory by all oparating units,

+

Environmertai controls - the Groug has a specific policy
under the terms of which it is mandatory for ali business
LNEES within the Group to aperate in e mannar which
complies with all applicalle environmentad aws,
regulations and permits,

» Operating unil controls - financial controls and orocedures
including information systems cordrols are detafled in the
Policies & Procedures Manual,

Functicnal specialty reporting - the Group has identified
a number of key areas which are subject to reguiar
reporting o the Board inciuding envirenmental, employee
safety, legal and insurance matters.

investment appraisal - the Group has clearly defined
quicedines for capital expenditure. These inciude annual
budgets, detailed justification and review procedures and
levels of authority and due diigence requirements.

Ethdcal Standards g Stakeholders

The Paolicies & Procedures Manual maintained by the
Group has a section on Bthics and Business Conduct that
prescribes the stendards in accordance with which each
empioyee of the Group 15 expected to act. The manual
covers issues such as professional conduct, dealing with
customers, suppliers and compettors, and dealing with the
cormrunity and other employeas, The manual also provides
clear guidefines for Directors and employees intending to
deai in McPherson's Limiad shares, which are published
on the Company's website,

All Directors, managers and employess are expectad to
maintai the standards of sthical conduct established by
the Grodp in accordance with the Lihics and Business
Conduct Palicy. A copy of the policy is posted on the
Company's website.

Comenunication o Sharesholders

The Board informs shareholders of ali major developments
affecting the Company's state of affairs. The Company has
a policy entitted the Anncuncemeants & Media Statements
Policy to ensure compliance with the ASX Listing Rules
disclosure requirements in refation 10 accountabiity for
disclosure 1o the markets,

Mcihersen's has established a website which provides
information to investors including:

+ anncuncements to the market for the past three years;

« half-yearly and annual financial data for the past three
years: and

« Corporate Governance policies inciuding the policy
entiiad Anncuncements & Media Staternents Policy.

The Board seeks o encourage participation of shareholders
at the Annual General Meeting 1o ensure a high level of
accourtabiity. important issues are presented as single
resolltions.
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Employees

McPherson's people represent the key to the Company’s
futire success. We have established clear structures
and reporting programimes to ensure that a safe and
comfortable working enwvironment exisis for ail empioyeas.

Luring the year ended 30 June 2005 the Company's
employees decreasad by 144, due to a net reduction
folicwing the divestment of the Company's Directory Printing
business and acguisition of the Accantia and Multix
pusinesses. AL 30 June 2005, the Compary had 1,302
employees based i five countries as shown in the table
beiow. MoPherson's is commitied 1o maintaining positive
and effective redations with their employees through safe
working conditions, trairing programmes and in
endeavaring to help alf employees reach their full potential.

The Company mainiaing a poicy that requires all business
LTS 10 recTUit new staff members on the basis of maerd,
in line with affirmative acton principles and without
discrimination. Ongoing performance managemernt
processes st which aliow the Company to develop staff
to their fulf potential, and for them 1o effectively cordriibute
to the success and growth of the Company.

frairning, as an nvestment in the futlre, continues 0 ba
a high priority &t af sites, Employees at all lavels are
encouraged to improve their range of skills and business
knowledge through in-house, exiernal and on the job
raining programmas.

wafety

Safety in the workplace is treated as a very serious issue,
with all McPherson’s busingss ungs being reguired o
mairtain comprehensive safety management systems
and accident pravention programimes.

Thers is an ongoing commitiment 1o reduce acciderts and
injuries, the results of which are monitored at vatious levels
within the organisation, including reporting to the McPherson's
Limited Board on a regliar basis. The Company requires that
the safety committecs mairdained at each site place great
smphasis on all aspects of occupational health and safaty,
mcluding increasad training and addiional accident
pfevention nitistives.

Superanriation

Superannuation arrangements provided by the Company in
each countty are at feast consistent with the local practices
and legal requirerments of those countries. For most Australian
employees, the Company outsources the superannuation
function to ensure that employees are able 10 access the
full range of penelits and options that superannuation
specialists provide, and to fudly comply with fund choice
legislation.

Errvlronmnaent

The Company has a specific policy undar the terms of
which it s mandatory for all business units within the Group
o operate In a manner that complies with all appicabie
environmantal laws and reguiations, Where appropriate,
site audits are reduired G he camead out 1o assist
COrEnung comphance.

Procedures are in place wherely ali businesses throughout
the Group are required to report environmental matters to

the Board on a regular basis, including confirmation of
compliance with Company policy.

COrrLnity

The Board approves a number of spedific donations
annuaily, which incisde donations to major charitable
instictions such as the Australian Red Cross, the Salation
Army and the Brotherhood of St Laurence. Business units
also provide soeme assistance to designated local charities,
hospitals and community service clubs.
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Group Financial Summary

Note A0S 2004 2003 2002 20631

Sales $000%5 344,730 328,967 248669 252970 225,577
Operating profit before tax and amotisation

of goodwili 1 0005 3, 34% 27,749 17.702 14,227 9,287
Gperating profit before tax 1 £000%5 FAIE 23,420 16,572 13138 8,626
ncome tax (expense) credit $000s {1578 {6,609 4,726 {3,490 2,40
Operating profit after tax 1 0005 15,53 16,811 11.846 9,648 11,027
Profit. after tax and before amortisatiors of

goochwili 1 0005 P 21,140 12976 10,737 11,688
Sharehciders” funds 2 $000s 127,98 107,495 62,453 50310 45,87
Return on average sharehciders’ funds (ROSFE 3 9% a2 16.7 21.0 2001 26.1
ROSF before amortisation of goodwil % LR 21.0 23.0 223 273
Earnings per share {EP3) 3 Cents 28,5 30.2 29.1 24.6 281
EPS before amortisation of goodwil Cants K 380 1.9 27.4 29.8
Dividends per share (fully franked] Cents aa 18.0 1h.0 T2.0 12.0
Operating cash fiow 4 0005 66068 43,794 193,155 17,298 13,147
Met debt $000%s 46468 79,674 428668 56,734 59522
Note T: Amounts shawn for 2005 axciude the su from the divestrnent of the Directary Pringing business and non-racuiring prevsioning.




Ulrectors” Report

The Board of Direciors issues the following report on the consolidated finandial statements of the economic entity at the
end of, and for the year ended 30 June 2005,

{ex}

{ed

o

)

R

LHrsetons
The names of the Directors of Mclherson's Limited who wera in office from the beginning of the financial year 1o the
date of this report are as follows.

R.C. King, D) Allman, A, Waislitz, 5.A. Rowelt and 1P, Ciifford.

Frivipal Activities
The principal activities of the economic entity constituted by McPherson's Limited and the etities it controfied during
the yaar were:

i Consumer Products
Manufaciurers, impaorters, exporters and marketers of kitchen knives, scissors, cutlery, Kitchen itensils, glassware,
hair and beauty care and other consumer products. Following the acouisition of Multix Pty Lid and Accantia
Health & Beauty Pty Lid during the year, the segment now also markets preducts in the plastic bags, wraps, fols
and personal care categoies.

{iij Priming
Printers of a wide range of products including quadity books, paperbacks, greeting cards and lnose-eal printing.
The directory printing business was sold during the year,

Dicfercts
Details of dividends in respect of the current year are as follows: $000's
+ Interim ordinary dividend of 11.0 cerds per fully paid crdinary share paid on 1 Aprl 2005 (filly franked) 6,536
+  Finai ordinary dividend of 11.0 cents per fuily paid ordinary share declared by Directors {fully franked)

bt not recogrisad as a liability &t year end. G5.567
Total dividends in respect of the year 13,163

The 2004 final crdinary dividend of $5.652.000 (10.0 cents per fully paid ordinary share} referred 10 in the Directors’
Reoort dated 24 August 2004 was paid ot 30 Septermnber 2004,

Consolidated Hesults
The corsclidated profit after tax from operations of McPherson's Limited and its controlied entities ior the yvear ended
30 June 2005 was $19,458.000 (2004 $16.8711.000)

Review of Operations
The review of operations of the economic entity is contained in the Chalrman's and Managing Director’s Repot on
page 2 and the review of operations on pages 7 to 15 of the Atnual Report and forms part of this report.

sigpificant Changas s the Blate of Afairs
In the apinicn of the Directors, there were no significant changes in the state of affairs of the economic antity which
have not been disciosed elsewhere in the Annual Report.

Events Subsecuent o Balance Dale

No matters have ansen since 30 June 2005 that have significartly affected or may significantly affect the operations
of the economic entity, the resuls of those operations or the state of affairs of the economic entity in financial paricds
subseduent 1o 30 June 2005,

Likely Developments

Ir the opinicn of the Directors, # would prejudice the interests of the economic entity to include additional information,
except as reported in this Directors’ Report and the Annual Report, which relates to likely developments in the operations
of the economic entity and the expectad results of those cperations in financial periods subsequent 10 30 fune 20050,




L

{#

rectors” Keport

Frorrrsation on Directors
Partictiars of the gualfications, experience and special responsibifiies of each Director as at the date of this report
are saf out on pages 3 te 5 of the Armual Report and form part of this Directors’ Report.

Particidars as to the number of Directors” meetings (including meetings of the Audit Risk Management and Compliance
and the Nomination and Remuneration Commitizes of Directors) and the number of meetings attended by each of the
Directers of the Company during the year are set out on page 5 of the Anncal Report and form part of this Directors”
[Report,

The interests of Directors in the share capital of the parent entity ar in a related entity are contained in the register of
Directors” shareholdings of the Company as at the date of this report and are set out on pages 3 1e 5 of the Annual
Report and form part of this Directors” Report.

Cronganmy b
Particuiars of the gualifications and experience of the Company Secretary are set out on page b of the Annual Report
arwd form part of this Directors’ Report,

sretary

Rernuneration Meport

The rermuneration repot 1S set out under the folicwing main headings:

«  [rector and executive disciosuras

«  Principles used to determine the nature and amourt of remumeration
«  Details of remuneration

+ Service agreemants

+  Shate based compensation - options

+ Loans o Directors and execitives

«  Other transactions with Directors and executives
The detaiis disclosed in this remuneration report have been audited.

Director and executive disclosures
Directors
The following perscns were Directors of McPhersor’s Limited during the financial year:

Chairman {hon-executive)
[R.C. King

Executive Director

[.J. Allman, Managing Director

Non-executive Directors

A, Waisditz

AP Clifford

S8, Roweell

R, Landos {Aermate for A Waisiitz




Executives {other than Directors) with the greatest authority for strategic direction and managernent
The folicwing persons ware the eight executives with the greatest authority for the strategic direction and
management of the consciidated entity ("specified executives”) during the financial year:

Name Position Employer
MA. O Kelly Generai Manager, Constmer Products Division MeHherson's Limied
GV Gatehouse  General Manager, Printing Division Mciherson's Printing Pty Lid
S.K. Chan Maraging Director, McPharson's Hong Korg Mciherson's Consumer Products (HIQ Lid
PR, Bennett Chief Financial Gfficer and Compary Secretary McPherson's Limited
M.G. Dagy Commercial Director, MoPhersen's Consumer
Products Mciherson's Consumer Products Py Lid
). Maculire Chief Executive Officer, Multix Multiz Py Lid
AE. Fahy General Manager Commercial, Printing Division MoPhersen's Limited
G2 Mitchelt General Manager, McPhersen's Consumer
Products NZ McePherson's Consumer Products (NZ) Lid

MLA O'Eelly, GV Gatehouse, SK. Chan and PR, Bennelt were also specified executives during the year ended
30 June 2004,

Executives with the highest remuneration {other than specified exectitives)
Other than the specified executives listed above, the following persons weare the executives who recelved the highest
remuneration during the financial year:

Name Position Employer
B.R. Colling Sales Directorn McPherson's Consumer Products Mciherson's Consumer Products Py Lid
LA, Kumst Marketing Director, McfPherson's Consumer Products McoPherson's Consumer Products Py Lid

Frinciples used (o determing the natwrs and armount of remuneration

The abjective of the Company's executive reward framework is to ensure reward for perfarmance 1s competitive and
appropriate for the results delivered. The framework aligns executive reward with the achievermnent of strategic objectives
and the creation of value for shareholders.

MePhersorys Limited has a femuneration policy and structure that is equitable, competitive and consistent 50 as to
ensure the recruitment and retention of perscnnel of the capabiity, competence and experience necessary for the
achigvement of the Company’s strategies and goals.

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

The averall level of executive reward takes into account the performance of the sconomic entity over a number of
years, with greater emphasis given to the current year. Over the past five years, the consciidated entity's profit from
ordinary activities after income tax and before amortisaton of goodwill has grown at an average rate of 17.7%. and
sharehoider wealth reflecting share price movements and dividends has grown at an average rate of 33% per annum,
During the same period, executive remuneration has grown By approximately 3% per annum.

Nomination and Remuneration Committoe
MePherson's has a Nomination and Remoneration Committes which has been established by the Board of Directors
1o annualy review, evaluate and make recommendations 1o the Board in refation 1o remuneration, including:

« Mor-executive Direcior remuneration;

+ Staff incentive plans proposed by the Managing Director, including bonss, share and option plans, and the basis
of their application;

+  Salary, penaits and total remuneration packages of the Managing Director and other senior execttives; and

+  Substantial changes 1o the principles of the Company's superannuation arrangements.
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Hernumneration Report wontimed

Non-executive Directors

Fees paid to non-executive Directors reflect the demands which are made on, and the responsibiliies of, the
Directors. Remuneration of non-executive Directors 15 determined by the Board within the maximum aggregate
amourt approved by the shareholdars from time 1o time at the Anncal General Mesting, The aggregate was 1ast
considerad by shareholders in 1989 when a tolal remuneration of $315.000 was approved. Non-executive Directors’
remuneration for the year ended 30 June 2005 totalled $266,737.

Non-executive Directos are not entitled 1o participate in any incertive scheme, nor are they eligible to receive share
Gotions,

The current base remuneration of individual non-executive Directors was 1ast reviewad by the Nominatior: and
Remuneration Commitiee as at 1 Oclobar 2004, at which time Directors’ fees were increased by 4%, Prior 1o that,
fees wera last reviewed effective 1 July 2000, The Chairman and other non-executive Directors receive additional fees
for their membership of the Board's Audit Risk Managemert and Compliance Committes. Members of the Nomination
ard Remuneration Commities do not receive additional fees for their membership of this Committee.

At the Aanual General Meeting of shareholders held on 7 November 1997, shareholders authorised the Company

1o enter into agreements with Directors (called "Diractor's Deeds™) which set out certain rghts and oblgations of the
Director and provide for benefits 1o be paid on the retirement or death of the non-executive Director. The maximum
benefit payable to 2 non-executive Director under the Director's Deed at that time was the total remuneration of the
Directer in the three year period immediately preceding their retirement or death, plus any superannuation entitiemerts
arising from contributions made By the Compary,

On 4 March 2003, the Board resolved (o remaove retifemant allowances for nor-executive Directors appointed aftar
that date. The Directors’ Deeds for nor-executive Directors appointed before 4 March 2003 were amended so that
they are now entitled 10 receive a refirement allowance equivalent te the aggregate remunaration received by them
during the three years immediately prior to 4 March 2003, Retirement aflowances for these Directors therefore cannot
increase even though ther remuneration may increase,

The Directors” Deeds do not reflect a fixed term of appointment as Directors are subject to retirement and re-slection
by shareholders at least every three years,

Exectitive ramuneration

The executive remuneration and reward framework has three components:
+ Base pay and benefits;

« Short-term performance incentives; and

« Long-term incentives,

The combination of these comprises an executive’s total remcneration.




Base Pay and Benefits

Base pay is structured as a package amount which may be delivered as cash, prescribed non-cash financial henefits
inclugding motor vehicies and superannuation contrizitions at the executive’s discretion. Base pay is reviewed annually
o reflect mcreases in responsibility and to ensure that the executive’s pay is competitive in the market. There are no
guaranteed base pay increases included in any senior executives’ contracts,

Retirement Benefits are delivered by 2 number of superannuation funds selected by the Company or the executive.
Executives may direct the Company to make seperannuation guarantee contrbutions 1o any complying nominated
superannuation fund. The funds selected provide retirement benefits to execitives and other employees on an
accumulation basis.

Short-term Performance incentives

Short-term incentives in the form of cash Donuses are available to senior executives providing the Company, aperating
division or Business most closely aligned with the executive’s areas of responsibility achieve or exceed pre-determined
profit and/or other financial targets and key personal peformance objectives. Profit and other Company perdormance
targets have been selected bacause this ensuras that varable reward is only available when vakia has been created
for shareholders and when profit and other targets are consistent with of exceed the business plan. Far senios
execltives the maximum target bonus oppaortunity is 0% of the base package amount. Each year the Nomination
and Remuneration Committes considers the appropriate targets and key performance indicators tegether with the

levet of payout if targets are met or exceeded.

An assessment regarding efgibility for a cash bonus is made by reference 1o actual performance outcomes when these
are known felowing the conclusion of the financial year. Shot-term incentives are normally payable in Septermber
folicwing the end of the financial year to which the incentive relates.

Subiect o the discretion of the Nomination and Remuneration Committes, the maximum likely short-term incentive
pavable to a senior executive in future years 15 50% of the executive’s base salary package amount. The minimosm
pavable wolld be zere in cases whera the specified performance targets were not achieved.

Long-term ncentives

Long-term incentives in the form of cptions over ordinary shares it the Company may be grarted 1o executives at the
discretion of the Nomination and Remuneration Commitiee. Further information regarding share hased compensation
i the form of options is contained fater in the Remuneration Report on pages 32 to 34 of the Annual Regort.

Details of romumneration

Datails of the nature and amount of gach element of the remuneration of each Director of MePherson's Limited, the eight
specified executives of the consolidated ertity and for each of the five officers {if applicable) of the Company and the
consciidated entity receiving the highest remuneration for the year ended 30 Juna 2005 are set out in the following
tables. The specified execttives may not necessariy be the highest remunerated executives.
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i s of MoPhsrson's Limiteo

Primary Post-employment Equity

Cash Non-
Salary Cash Maonetary Super-  Termination N
and Fees Bonus Benefits™ | annuation Benefits | Options™" Total
Mame and Title Year $ $ $ $ $ $ $

R.C.King it T AER - HAER - TV 82T
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Mor-gsessive Director 2004 38,400 3,455 47,856
JR Cliffor 2005 BYLOR7 - - 4 B8 - - EERN
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Speciied Dxecutives and Other Highest Remunsrat

Primary Post-empicyment Equity
Cash MNon-
Satary Cash Monetary Super-  Termination -
and Fees Bonus Benefits'™ | aanuation Benefits | Options™ Totat
Name and Titte Year 3 % $ b3 5 $ $
Specified Executive
2005 - TG EGY 1 40, 254 44,5501
2004 136,000 HEEES 48,730 34,786
heanaging
Cansumg pAE - B4 AR - 57,180 4ET, TG
[ivision 2004 08,200 21,464 368 31,472 472,045
205 BEABET - 24,472 - 25 31,235
2004 B0, 304 10,843 24,704 17,393 332,644
25 24T 0FT - AN Y TG - 44 850 FEO108
2004 436,635 63000 21,524 17,160 34,786 375,108
205 253857 TE5,000 29050 i, BEE - 2215 455,887
2005 08,966 T B0 A432 21000 - 21,402 3EEATO
Car
[ivision 205 240,678 - T ST H, B0 - 2215 300,731
G Mitched™
General Manage:,
hcPherson's Cansumer
Products NZ) 205 TER IS - A B43 1,04 - 2215 240,35
Tota!l Specified
Execulives' Remuneration | 2008 | 186,558 247,500 At A9 TR AR G40 R4 | EHRBRE|32RELTM

Total Specified
Exeoutives’ Ramuneralion

1

A55,7E1

480,766

-

B
sl

BRLEE

138,146

332,300

1616

2.863,508

Other Highest
Hemunerated Executive

2005 T ARG - T8 BES TEIET BOEETE TH,8H% ATERETE
heCPherson's
Consarner Products 2005 TEE,BEH - T8, 80 T BEG TrRaT4 TH ARG GEE A4
Total Other i
Resmuneratad Exeoutives’
Remunaration 205 PRERS T - A0 089 352,403 t7 TG T BG4
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Remsurer ati
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Aot Refor to page 28 for the nambered nots refersnces.
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Amounts disciosed as remuneration of Directors and executives exclude premiums paid by the consolidatad entity in

respect of Directors” and officers” liabilty insurance contracts. Further information relating o these nsurance contracts
is set out in paragraph {m} of the Directors” Report.

Cash bonuses and oplions

For each cash bonus and grarg of options included in the above tables, the percentage of the availabie bonus or
qrant that was paid, or that vested, in the financial year, and the percentage that was torfeited because the person
did niot meet the senvice and performance criteria is set out below. No part of the bonuses or grants of options are
payable in futtre years. The table below also shows the performance related and non-performance related
remuneration as a percentage of total remuneration.

Cash Bonus Options Proportion of Total Remuneration

Vested Forfeited Vested Forfeited | Performance |[Non-performance

Name P % S S refated % related %
3., Allman 100 19%, 81%
G Gatehotlse - 1005, 5%, 845
MLA O Kelly 100, 14% B6H
MG Dagy 100%. 36% B4,
PR, Bennett 100, 13% B7%
. Maguire 100% 36% 4%
AE. Fahy 100 7% 93%
S5, Chan 1005, 7% 93%
(.1 Mitchedl 1005, 5%, 91%,
BR. Colins 1005, TO0%, 5%, Q5%
LA Kumst, 100, TO0%, 5%, B5%,

A cash bonus vested for each of M.G. Dagg and PJ. Maguire in the financial year because objectives relating to
specific performance criteria for these executives were satisfied during the year ended 30 June 2005,

Lepvice aurssments

Remuneration and other terms of employmert for the Managing Director and the executives disclosed above are
formalised in employment agreements. Each of these agresments set cut details of the base package amount, inclusive
of superannuation and mator vehicle benefits, and provide for performance related cash bonuses and othar banefits,
Other benefits include health insurance premiums and the payment of private telephone accoums. The agreements
also provide for participation, when efigible, in the McPharson's Limited Employes Share/Option Purchase Plan. The
agreaments do not normaly feflect a fixed term of employment or rominate a specified amount 10 be paid on termination
of employment. The agreements normatlly provide that the termination notice period may be paid out by the compary.

Other major provisions of the employment agreaments relating to remuneration for the executives disciosed are set
CUT Dsow.,

[.J. Allman. Managing Director
+ Base salary package, mclusive of superannuatior, with effect from 1 Getoher 2004 of $580.000. 10 be reviewed
annually in Gctober by the Nomination and Remuneration Committee.

+  The contract may be terminated or 12 months notice by the Company and on six morihs notice by the executive.

M.A. G Kelly, Managing Director - Consumer Products Division
+ Base salary package, nclusive of superannuatiors, with effect from 1 Getoher 2004 of $365.000. 10 be reviewed
annually in Gctober by the Nomination and Remuneration Committee.

+  The contract is for ar initiad term of four years from 1 September 2003, which can be extended at the option
of the executive providing the executive’s expatriate visa status is able 10 be extended.

« The contract may be terminated on 12 months notice by either the Company or the executive.




GV Gatshouse, Generad Manager - Printing Davision
+  Base salary package, inclusive of superannuation, with effect frorm 1 October 2004 of $340,000.

+ The employment of Mr Gatehouse finished with effect from 1 July 2008,

M.G. Dagg, Commercial Director - McPherson's Consumer Products
+  Base salary package, inclusive of superannuation, with effect from 7 October 2004 of $270.000, (o be reviewed
armually in October by the Nomination and Remuneration Committee.

+  The contract may be terminated on one months notice By either the Company or the execttive.
PR, Bennett, Chief Financial Officer and Compary Secretary

+ Base salary package, inclusive of superannuation, with effect from 1 October 2004 of $285.000, 16 be reviewed
armually in October by the Nomination and Remuneration Committee.

+  The cordract may be terminated on 12 months notice by the Compary and on six months notice by the executive.
). Maguire, Chief Executive Officer, Mudtix

+ Base salary package, inclusive of superannuation, with effect from 1 October 2004 of $300.000, to be reviewed
armually in October by the Nomination and Remuneration Committee.

+  The contract may be terminated on 12 morths notice by either the Company of the executive until 30 Septembar

2006, when the notice pericd becomes tiree morghs,
AE. Fahy, General Manager Commercial, Printing Division
+  Base salary package, nclisive of superannuation, with effect from 1 October 2004 of $280,000.

+  Mr Fahy has been appointed as Chief Executive Officer, McPherson's Printing Group effective 1 July 2000 with
a revised hase salary package of $310,000, which will e reviewed annually in October by the Nomination and
Remuneration Commitiee with the next review in Octolzer 2006,

+ The contract may be terminated on 12 months naotice By the Company and on six months notice by the executive.

SRS Chan, Managing Directorn, MoPherson's Consumer Products (MK) Limited
+ Base salary package, inclusive of superannuation, with effect from 1 October 2004 of $316.611, 1o he reviewed
armually in October by the Nomination and Remuneration Committee.

+  The contract may be terminated on thiee months notice by either the Company or the executive.

G Micheli, General Manager, McPhersons Consumer Products (N2) Limited
4
+ Base salary of $169.767 with effect from 1 October 2004, plus vehicle. superannuation and medical insurance,
1o be reviewed annually in October by the Nomination and Remuneration Commities.

+  The contract may be terminated on one months notice By either the Company or the execttive.
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Share based compensation - options

Options over ordinary shares can be granted as remuneration o the Managing Director and other executives Linder
the McPherson's Limited Employee Share/Option Purchase Pan, which was ofginally approved by shareholders at
ars Bxtracrdinary Generad Meeting in 1987 and subseguertly considerad at the 1992 Annual General Mesting when
certain amendments 1o the plan wera approved.

The terms and conditions of each grant of eotions atfecting remunaration in this or future reporting pericds are as
fcdlows:

Value per Option

at Grant Date Date Exercisable
Grant Expiry Exercise| First | Second| Total First 50% Second 50%
Date Date Price 50% 50% Value From To From To
18-Sep-03 17-5ep-08  $3.26 | 5098 £1.00 $1.00 [17-5en-05 | 17-Sep-07 | 17-Sep-G7 | 17-Sep-08
T0-Nov-03  09-Nowv-08  $3.26 | $1.29 £1.29 | $1.28 [09-Now-05 | 09-Now-07 | 08-Nov-G7 | 08-Nov-08
11-Dec-03 10-Dec-08  $3.26 | $1.27 $1.27 $1.27 | 13-Dec-05 | 10-Dec-07 | 10-Dec-07 | 10-Dec-08
14-0ct-04 13008 3484 | 50.82 50,93 .88 | 13-0ct-06 | 13-Gar-08 | 13-0ct-08 | 13-0ct-09

Options are issued under the plan for a consideration of one cent per share option, with other terms and condfions,
inciuding performance criteria, being determined by the Board's Nomination and Remuneration Committes. The
Commitiee selected share price performance hurdles as the relevant criteria because an increase in the Company's
share price is considerad to be the major confributer 1o shareholders” overall return on investmant. The Commitiee is
however considening amending the criteria for any future opions issued to reflect a combination of share price and
dividend performance, and/or the Company's stated key financial chiectives.

For options issued during the years ended 30 June 2004 and 2005, share price hurdles were set at 128% (for the
first BO% of the options) and 148% {for the second 50%; of the share price currerit at the date the option was issued,

Options issued during the year ended 30 June 2005 were issued on the foliowing terms:

{a} 50% of the optiens granted may e exercised between two and four years from the date of issue, provided that
the Company’s shares have fraded on the Australian Stock Exchange at of above $6.29 (measwred on a weighted
average basis) for five consecutive trading days within the two year pericd from the date of issue; and

56 of the options granted may be exercised between four and five years from the date of issue, provided that
the Company’s shares have traded on the Austrafian Stock Exchange at of above $7.26 (measured on a weighted
average basis) for five consecutive trading days within the four year period from the date of issue.

i)

Options issued during the year ended 30 June 2004 were issued on the foliowing terms:

{a} 50% of the optiens granted may e exercised between two and four years from the date of issue, provided that
the Company’s shares have traded on the Austrafian Stock Exchange at of above $4.30 (measured on a weighted
average basis) for five consecutive trading days within the two year peicd from the date of issue; and

5% of the options granted may be exercised batween four and five years from the date of issue, provided that
the Company’s shares have traded on the Austrafian Stock Exchange at of above $5.00 (measured on a weighted
average basis) for five consecutive trading days within the four year period from the date of issue.

{i




The Nomination and Remuneration Commitiee performs an assessmant to determine whether the share price criteria
have baer: satisfied before the commencemertt of the respeciive exercise periods.

The exercise price is 10 be equivalent 1o the average market price of the Company's shares traded on the Australian
Stock Exchange over the five rading days (measured on a weighted average basis) prior 1o the date the decision 1
grari the options was made. Ergitlements to the options ate vested as soor as they become exercisable. Options
grarged under the plar carry no dividend or voting fghts, When axercised, each option is erted inte one ordinary
share in the Company.

The amounts disclosed for emoluments relating to options s the assessed falr value at grant date of each b0%
companent of the aptions granted to senior executives net of any consideration paid by the executive, allocated
equally over the period from grant date (o the expected vesting date. Subject to T.he discretion of the Nomination
and FQemL.zrz@ration Committee regarding the granting of further options in the future, the value of emoiuments relating
o options in future years wili be the allocation: of existing options on this basis.

Fair values at grant date are determined using 2 binomial aption pricing model that takes into accout the grant date,
the exercise price, the term of the option, the vesting and performance criteria, the non-tradable nature of the option,
the share price at grant date, the expected price volatiity of the underlying share (30%) and the risk-free imerest rate
for the term of the option,

The terms and conditions of the McPherson's Limited Employes Share/Option Purchase Plan provide that in the event
of the death of an employee, the exercise pericd for options may be reduced at the discretion of the directors, whereby

the opticns can he exercised within 30 days of the Directors” discretion being applied, instead of during the
prescribed exercise period(s).

Further details relating to options are set out balow,

A B C D E

Remuneration Value at Vaiue at Value at Fotal of

Consisting Grant Date Exercise Date Lapse Date Columns

Name of Options % $ $ 3 BtoDs$
[3.). Aliman T49%.
G Gatehouse B%.
MA. O Kelly T4%
M.G. Dagg 5%

PR, Bennett. 13% - -

1) Maguire 7% 105,420 TOR. 420
AE. Fahy 7%
5.K.5, Chan 7%
G2 Mitchel 9%,
BR. Collins A%
LA, Kumst a%

A The percentage of the vekie of rermuneiation consisting of entions allocated ta the 200405 financial v, Dased on the vale al griant date.

th AASE 1046 Director and Execurive Disclosinres Dy Disclosing Erites of options

T gran date calculied i scoordancn v
1 200400 55 part of remuine st

C The value 8t exercise date of eations that were granted as part of remuneration and were exercised during the year.

D The value ot apse date of options that were granted as part of remunesation and that lapsed didng the year

Aoart from 120,600 options granted to Me PJ. Maguire (Chiel Executive Oficer, Muith] in October 2004, there were
no ather options granted over urissued ordinary shares of McPharson's lrmnod during or since the end of the financia
year to any of the Directors, the specified executives or the other most highly remunerated officers of the Company

and the consolidated entity as part of their remunaeration.
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Option holdings

The number of options over ardinary shares in the Company held daring the financial year by each Director of
McPherson's Limied, the specified execttives of the consdlidated entity and the other most highly remunerated
officers of the Company and the consolidated entity, including their personally-refated entities, are set out below.

Granted Other Vested and
Balance During the  Exercised Changes Balance at Exercisabie
at the Star{ Year as  During the Durinyg the the End of at the End
Name of the Year Remuneration Year Year the Year of the Year
Directors
[(.). Allman 300,000 300,000
Executives
G Gatehouse 120,000 120,000
MLA, G Kelly 120,000 120,000
PR, Bennett 120,000 - 120,000
.. Maguire 120,000 120,000
S5 Chan 60,000 60,060
MG, Dagg 60,600 60,000
Ak Fahy 60,000 - 60,060
G Mitched 60,000 - 50,060
B Coling 50.C0O0 {50.000)
LA Kumst 50,000 {50.000)

There ware no options vested and exercisable at the end of the financial year,

Shares provided on exercise of remuneration options

Mo ordinary shares have beertissued during the year 1o Directors, 1o the specified execliives of to the cther highest
remunerated executives of the Company and the consciidated entity as a result of the exercise of remuneration options.

Share holdings

The number of shares in the Compary held during the financial year by each Directar of MelPherson's Limited,
by the specified executives of the consolidated entity and by each of the othar most highly remunerated officers

of the Company and the consciidated entity, including thelr perscnally-related entities, are set oul below.

Received
During the Other
Balance Year on the Changes Balance
at the Start Exercise of During the at the End
Name of the Year Options Yoear of the Year
Diractors
[.C. King 1,006,060 315,000 1.315.000
[.). Allman 306,500 306,500
AL Waislitz
L1 Clifford -
S.A. Rowel 13.422 660 14,682
0. Landos
Expcutives
G, Gatehotse -
MLA, G Kelly
PR, Barnett 4.364 (3,314) 1,060
.. Maguire - -
S5 Chan 100,060 (100,000)
MG, Dagy
AEL Fahy

P Mitchedl
B Colins
LA Kumst

There were no shares in the Company nominally held by the above Directors and executives.
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Loans to Directors and execullves

There were no loans made to Directors of MclPhersons Limited, to any of the specified executives of the consolidated
entity or to ary of the other most highly remunerated officers of the Company and the consolidated erdity, including
thair personally-related entities during the year, nor were there any loans outstanding at the end of the current or prior
financial year.

Crher ransactions with Dieciors and exscutives

There were no fransactions between the consolidated entity and the Directors of McPhersen's Limited, with any of the
spacified executives of the consoidated entity o with any of the other most highly remunerated officers of the Company
and the consclidated entity, including their personally-related entities, during the financial year, other than those discinsed
ahove relating to remuneration and 10 Fansaclions concerning options and shares.

sivares Under Ontion
Unissued ordinary shares of McPhersor's Limited under option at the date of tis report are as follows:

Bate Options Granted Expiry Date Exercise Price Number Under Option
18 Septembar 2003 17 September 2008 $3.26 1,230,000
10 November 2003 9 Novemnber 2008 $3.26 300,000
11 December 2003 10 December 2008 $3.26 120,000
T4 Dctober 2004 13 Octobar 2009 $4.84 120,000

1,770,000

No option holder has ary fight under the options 1o participate in any other share issue of the Company o of any
other entity.

There were no ardinary shares of MocPhersen's Limited issued during the year ended 30 June 2000 on the exercise
of aptions granted under the McPharson's Limited Empioyee Share/Option Purchase Plan, or since that date.

dternmnification and surance of Officers

The Company has agreed 10 indemnify the current Directors and certain current officers of the Company against al

liabilities to another person (other than the Company o a related body corporate) that may arise from thelr position

as Directors or offiicers of the Company, to the extent permitted by law. The agreemernt stipulates that the Company
will meet the full amount of any such abilities, nciuding costs and expenses.

During the tinanciat year, McPherson's Limited paid a premium 1o insure Directors and certain officers of the Company
and controlled entities. The officers of the Company covered by the insurance poficy include the current Dirsctors and
Secretary of McPherson's Limited, Directors or Secretaries of controlied entities who are not or were not also Directors
ar Secretaries of McPherson's Limited, senior management of the Company and serdor management of divisions and
controlled entities of MoPherson's Limited. As the insurance policy operates on a claims made basis, former Directors
and officers of the Company are also coverad.

The liabilities insured include costs and expenses that may be incurred in defending civil or criminal proceadings that
may be brought against the officars in their capacity as officers of the Company or controfied entities. The nsurance
policy cutlined above does not cordain details of premiums paid in respect of individual Directors and officers of the

Company. The insurance policy prohibits disclosure of the premium paid.

Enviromnmental Reguiation

The consciidated entity is subject to significant environmerntal reguiation in respect of its printing operations and
maridacturing activities as set out below,

The consclidatad entity has printing cperations in Victoria which are required to comply with a number of Australian
polivtion control and anvironmental regulations. The business concerned takes all reasonabie precautons to minimise
the sk of an erwvironmental incident, inciuding the remaoval of solid and louid wastes by licensed contractors, arranging
emvironmental compliance audits by qualiied external organisations and ensuring that personnel recelve approptiate

training. There have been no instances of non-compliance with envirenmental regulations duing the year,

it
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Ersirormental Regulaton monsmed

The consolidated entity has a faciiity i Sheffield in the United Kingdom which undertakes certain manufaciuring
operations, and which is required to comply with & number of United Kingdom envimnmental regulations. The operation
takes alf reasonable precautions to reduce the risk of an environmerdtal incident. Waste & removed from the site by
licensed cortractors and environmental audits of exhaust ventilation, noise levels and atmospheric conditions are
undertaken regudarly. There have been no instances of non-compliance with ervironmental regulations during the year.

Muor-audit Sorvices
The Compary may decide 10 employ the auditor on assignments additionat to their statutory audit duties where the
auditor's expartise and experience with the Company and/or the consolidated eriity are imporiant.

Details of the amounts faid or payable to the auditor (PricewaterhosseConpers) for audit and non-audit services
provided during the year are set out Delow.

The Board of Directors has considered the position and, in accordance with the advice received from the Audit Risk
Management and Compliance Committee, is satisfied that the provision of the non-audit services is compatible with
the general standard of independence for auditors imposed by the Corporations Act 2007, The Directors are satisfied
that the provision of non-audit services By the auditon as set out below, did not compromise the auditor indegendence
requirements of the Corporations Act 2007 for the foliowing reasons:

+ all non-audit senices have been reviewed by the Audit Risk Management and Compliance Commitiss 10 ensure
they do not impact the impartiality and obiectivity of the auditor; and

» none of the services underming the general principles relating 1o suditer independence as set cut in Professional
Statemert 71, including reviewirig or auditing the auditor's own work, acting in a management or a decision-making
capaciy for the Company. acting 25 advocate for the Company o jointly sharing economic risk and rewards.

A copy of the auditors” independence declaration as reguired under section 307C of the Corporations Act 2007 is set
oL on page 38,

Consolidated
2005 2004
5 5
During the year the folicwing fees were paid of payalie for services provided
by the auditor of the parent edtity and the auditer's related practices:
Assiganoe services
1. Audit services
PricewaterhouseCoopers Australian firm:
Audit and review of financial reports and other audit
wiork under the Corporations Act 2007 B2, 80 400,359
Overseas affliates of PricewaterhcuseCoopers Australian firm THL RS 178,493
Total remuneration for audit services Fl, 452 78,852
2. Other assurance services
PricewaterhouseCoopers Australian firm:
Audit of reciitatory retierms - 1,800
Due diigence services 55,905 -
IFRS accounting services - 3,860
Overseas affiates of PricewaterhouseCoopers Australian firm
Audit of pension plans #3843 7,204
Total remuneration for other assurance services g4, 12,964
Total remuneration for assurance services FHE Y 91,816




o Rounding
The Company is of a kind referred to in Class Order 98/0100 issued by the Australian Securities and rvestments
Commission. relating to the “rounding off” of amourts in the financial report and Directors” Report, Amounis in the
Directors” Repor have been rounded off in accordance with that Class Order to the nearest thousand doliars, or in
cartain cases, 1o the nearest doliar,

fr Awcit Risk Meragement aod Complianoe Cormnittes
As at the date of this report, McPherson's Limited has an Audit Risk Management and Compliance Committee
consisting of the folicwing non-executive Directors:
s SOAL Rowell (Chairman)
+ R.C. King

Signed in accordance with a resclution of the Directors,

Dated at Melbourne this Gth day of September 2005,

d T . 4 e

R.LC. King 0.1, Allman
Director Director
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PricewaterhouseCoopers
ABN 52 780 433 757

Fresinmes

BN
00

As lead auditar for the audit of MclPhersen's Limited for the year ended 30 June 2005, | deciare that to the best of my

knowledge and belief, there have been:
{a) no contraventions of the auditor independence requirements of the Caorparations Act 2007 i relation to the audit; and

{bino corgraventions of any applicable code of professional conduct in relation to the audi

This declaration is in respect of McPhersen's Limited and the erdities it controlled during the period.

e

Archred M
Melboume

Partrer
PricewaterhousalCoopers G September 20048
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Uirectors” Declaration

We, Raymond €. King and David 1. Alman, being two of the Directors of MoPherson's Limited, declare that in the
iractors” apinicn:

(@) the financial statements and notes set out on pages 42 to 86 and the remuneration report on pages 24 to 35 are
i accordance with the Corporations Act 2007, including:

il complying with Accounting Standards, the Corporations Regulations 2001 and other mandatory professionat
feporting retglirements: and

{in giving a true and faiy view of the Company’s and consolidated entity's financial position as at 30 June 2005 and of
thelr pedormance, as represeriad by the results of thelr operations and their cash flows, for the financial year ended
ors that date: and

(b) at the date of this declaration, there are reasonable grounds 10 belisve that the Company will be able to pay its debts
as and when they become due and payable.

This dediaration is made in accordance with a resciution of the Direciors.

Dated at Melbourne this Gth day of September 2005,

> 4 e

R.LC. King 0.1, Allman
Diractor Diractor
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Hersan’s Limiteo

PricewaterhouseCoopers
ABN 52 780 433 757

Suiedi Cipinion
1 ol opinicn:

Fresig

1. the financial report of McPherson's Limited:

+ gives a true and fair view, as required by the Corporations Act 2007 in Australia,
of the financial position of McPPherson’s Limited and the MclPherson's Limited Group
{defined below) as at 30 June 2005, and of their performance for the year ended on i
that date; and

SR AL
3T BB 1N
3% l

+ i5 presented in accordance with the Corporations Act 2007, Accounting Standards
and other mandatory financial reporting requirements in Australia, and the
Corporations Reguiations 2007, and

2. the remuneration disclosures that are contained in pages 24 to 35 of the Directors' report
comply with Accounting Standard AASB 1046 Director and Executive Disclosures by
Disclosing Entities (AASRE 1046} and the Corporations Regudations 2007,

This opinicn must be read in conjunction with the rest of our audit regart.

L
The financial report, remuns :
The financial report comorises the statement of financial position, statement of financial performance, statement of cash
flows, accompanying notes 1o the financial statements, and the directars’” deciaration for hoth McPherson's Limited (the
company} and the McPharson's Limited Groug {the consolidated entityl, for the year ended 30 June 2000, The consalidated

endty comeises bhoth the comeany and the entities it controlled during that year.

eClors” responsilbility

The company has disclosed information: about the remuneration: of directors and executives remuneration disciosures) as
reguired by AASE 1046, under the heading remuneration report” on pages 24 1o 35 of the directors’ report, as permitied
oy the Carporations Reguiations 2007,

The directors of the company are responsible for the preparation and true and fair presentation of the financial regart in
accordance with the Corporations Act 2007, This includes responsibility for the maintenance of adecuate accounting
records and internal cortrols that are designed 1o prevent and detect fraud and erron and for the accounting policies and
accounting estimates inherent in the financial report. The directors are also responsible for the remuneration disclosuras
contained in the directors’ report.

Aagdit aporoach

We conducted an independent audit in order 1o express an opinion 10 the members of the compary. Our audit was conducted
in accordance with Australian Acditing Standards, in order 1o provide reasonable assurance as to whether the financial report
is free of material misstatement and the remuneration disclosures comply with AASE 1046 and the Corporations Regulations
2007, The nature of an audi is influenced by factors such as the use of professional judgement, selective testing, the inherent
lrnitations of iteral contrel, and the avallability of persuasive rather than conclusive evidence. Therefore, an audit cannat
guarargee that ali material misstatements have been detected. For further axplanation of an audit, visit our website

Rt pwc. com/awfinancialstatementacsdit.




We performed procedures 1o assess whether in all material respects the financial report presents faidy, in accordance with
the Corporations Act 2001, Accounting Standards and other mandatary financial reporting requirements in Australia, a view
which is consistent with cur understanding of the company's and the consclidated entity's financiat position, and of their
performance as represented by the results of their operations and cash flows. We also performed proceduras to assess
whether the remuneration disclosures compety with AASE 1046 and the Corporations Raeguiations 2001

We formed our audit opinion an: the basis of these procedures, which included:

+ examining, on a test basis, informaton to provide evidence supporting the amounts and disclosures in the financial
repett and remoneration disclosures; and

+ assessing the appropateness of the accourting policies and disciosures used and the reasonablenass of significant
accounting estimates made by the directors.

Our procedures include reading the other information it the Annual Report to determine whether it cortaing any matetial
nconsistencies with the financial rapod.

While we considered the effectiveness of management’s internal controls over financial reporting when determining the
nature and extent of our procedures, our audil was not designed to provide assurance on internal controls.

Our audit did not involve an analysis of the prudence of business decisions made by directors of management.
Istepancanos

In conducting our audit, we foliowed applicabe independence requirements of Australian professional ethical
pronouncements and the Corporations Act 2007,

/P; L] N

PricewaterhouseCoopers

Andiretd Mill Melbourne
Partner 5 Septembear 2005




Forthe year ended 30 June 2005

Revenue from ordinaty activities

Expenses from ordinary activities

Borrowing costs expense

Profit from ordinary activities before income tax
income tax [expense)/credit atiributabie

Profit from ordinary activities after income tax

MNet exchange differences on translation of foreign
controlled entities

intal reversies, expensas and valuaton adjustiments
recogrised directly in equity

Total changes in equity other than those resulting
from transactions with sharehelders

Basic earnings per share

Disted earmings per share

Statements of Financial Performance

The above statements of financial performance shodld be read in conjunction with the accompanying notes.

- Al B

Consolidated Parent Entity
#HIE 2004 ikt 20104
Note ER e $0007 S0 000
3 65 083 333.23 5G,6TE 22,675
2 (A30,148)  (301.902) (28,05 (£,904]
{10 78} {7,909 (10,048 (5,800]
24178 23,420 LRER: TN 7,971
4 (4,11} {6.609) 2,766 2,208
18458 16,811 PRI 10,7179
23 {4,483} 20
{14800 20
55 17,71 PRI 10,7179
Cenks Cents
28 132 30.2
28 q2.8 30.0
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As al 20 June 2005

Recevables

Inventories
Deferred tax assets
Other

Total current assels

Meri-cuerars assels
Receivablas

Other financial assets
Property, plant and equipmernt
Intangibles

Deferred tax assels

Total non-current asseis

Total assets

Current kabiliies
Payables

Interest earng iabiities
Provisions

Current tax fiabiiities
Deferred tax liabilities
Total current Habilities

Mor-cusrent liabilities
Payabies

Interest aarng iabilities
Provisions

Deferred tax liabilities

Total non-current labilities
Total liabilities

Net assats

Shareholders’ eouty

Share capital

Reserves

Retained profits

Total shareholders' eduiity

Consoclidated Parent Entity
oG 2004 2005 2004
MNote OO0 3000 OGS 3000
g 2,388 7,460 4 h
& BLEDE 45,590 2,832 6.157
10 Bty 43,994
1979 5,086 1,664 4.814
11 A 340
e 102,475 &, B0 10.976
12 - 1677 115,000 81,293
13 398 398 TEG G 138.409
14 38967 29,184 1,674 1.927
15 TE T8 109663 HTEG 6.000
PaiiE 2,012 2,868 2012
a1haad 148,934 KRRy A 229.641
L4604 251,409 B4, 981 240,617
16 A3143 36,362 B,753 7.3
17 s e 334 &, 499 6.088
18 THER 10,832 1,428 2038
e 3622 1,664 3.604
140 875 140 8758
51,385 h2.125 16,454 19,999
19 38,593 35619
20 AR ERE 86,781 4RGN0 86.000
21 &644 24827 652 673
a4 2,13 2,142
AR EAD o91.789 TR, S 124.474
TOE BTG T43.914 TR 144,473
TETOED 107,495 TET,EAR Q6,144
22 T GEE 86,949 T, 66D 86.949
23 1054 4,547 831 6.4831
23 EEEGY 15,999 14,145 2.364
TETOED 107,495 TET,EAR Q6,144

The above staterments of financial postion shoudd be read in conjunction with the accompanying notes.
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Cash Bows Tom opsrating sclivities

Receipts irom customers {nclusive of GST)

Payments 1o supphers and employees (inciusive of GST)
interest received

interest and horrowing costs paid

ncome tax paid

Gividends received

Other ravenue

Net cash inflows/(outftow) from operating activities

Cash Bows rom Fwesting acbitios

Payments for purchase of property, plart and equipment
Proceeds from disposal of progerty, plant and equipment
Payments for purchase of controlied entities

Procesds from disposal of controlied entity

Costs relating to disposal of cortrollad entity

Payments for purchase of ntangibles

Movement in secunty deposit accounts

Net cash outflows from Investing activities

o from fing

£
ash s

G ACtILES
Cash transfers from controlled entities
{Costs)/procesds from issue of shares
Proceeds from bormowings
Repayment of borrowings

Gividerds paid

Repayment of finance fease kabiities

Net cash inflows from financing activities

Net {decrease)fincrease in cash held

Cash at beginning of the financial year

Net effect of exchange rate changes on cash

Cash held at end of financial year

The above statements of cash fiows shouid be read in conjunction with the accompanying notes.

- Al B

Consolidated Parent Entity
AR 2004 AT 2004
Note SO0 $000% SO0 $060s
AR08 a60,901
4148 (315,721) (Z.5770 (4.056)
48 346 & 70
&R {6.816) {4,608} (5,150
(1 AT {0,925 B.677) (5.059)
T B4 3B 17,142
&8T5 5,880
320 PERctsed) 37,869 RS ¥ 9,836
R TR 4 8,877 i (18]
s bl G4 4 1
3240 (76 836 (£13.408) (70,728} (90.876)
32 W) TG00
32w (o8 {158}
BT} {30)
2,186
(72 558} (919.469) (75,550} (90,893
42,521 14,949
{55} 32,4406 55} 32,456
140, HED 104,606 140,850 164,000
R (£365, 900) (44, 150y (636,900
YR {0,125 {7575 (5,125
(414} (537
4F B4 £3,840 EERAE 4 75,380
{50043 2,240 (BO (1.677)
74680 5,264 (3,663} (1,956)
{t26} {49)
& RO 7,460 {4,160 (3.663)




Notes to and forming part of the Financia
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Statements

staternemt of sigmificant acoounting policias

These financiad statements are a general purpose financiad repaort which have been prepared i accordance with
Accounting Standards, other mandatory professionad reporting reguirerments, Urgert 13sues Group Consensus views
and the Corporations Act 2007,

The financial statements are prepared in accordance with the historical cost convertion, except for certain assets,
which, as notad i the fingncial statemeants, are at valuation.

The accounting policies adopted are materially consistert with those of the previous year,

Hocoverable amount of non-curert asseis

The recoverable amount of an asset is the net amount expected to be recovered throsgh the net cash nflows arising
from its cortinued use and subsequent disposal. The carrying values of all individual non-current assets are reviewed
at least annually to determine whether they are in excess of thelr recoverable amount. If the carrying amount of a
nar-curent asset exceads the recoverable amourd, the assat is written down 1o the frecoverable amount, In a55e35ing
recoverable amounts, the relevant cash flows have Deen discountied (o thelr present value whete considered necessary.

Principles of consolidation

The consciitated financial statements incorporate the assets and liabilities of all entities controlled by McPherson's
Limited {parerd entity} &5 at 30 June 2005 and the resuits of ali controlled entities for the year then ended. Mefhersen's
Limited and &3 controlied ertities together are referred 1o 25 the economic entity. The controlied ertities are listed in
Note 29, Al inter-company balances, transactons and unrealised profits resuiting from inter-company transactions
have been eliminated. Where control of an entity is obtained during a financial year s resudts are inciuded in the
consolidated profit and loss account from the date on which cortrol commenices. Where control of an entity ceases

during a financial year its results are included up to the point in the year when control ceases.

Dopreciation

Depreciation of buildings and plard and eguipment is calculated predominantly on a straight ling basis so as o write
oif the net cost of each asset during its expected useful ife. Estimates of remaining useful ves are made on a regular
basis for all depreciable assets with annual reassessments for major items. Buildings are depreciated at rates ranging
betwean 2% and 4% per annum and plant and equipment 15 depreciated at rates ranging between 5% and

A0% per annuam.

frveniories
Irwentories including work i progress) are valted at the fower of cost or net realisabie value. Costs are assigned to
individual gems of inventory mainly or a first-in first-out basis. Cost of work in progress and finished manufactured
proticts includes materials, fabour and an approprate propotion of factory overhead expenditure, the fatter being
allocated on the basis of normal operating capacity. Provision is made for possible {uiure 1osses on slow moving,
surplus and obsolete inventory, Urrealised profits on inter-company invertory transfers are eliminated on censolidation,
Ernpioyes benefits
i} Wages, salaries and annual leave
Liabilities for wages. salaries and annuad leave are recogrised and meastred as the amount unpaid at balance
date at remuneration rates expected 1o be paid when those obligations are settled in respect of employees’
SErvice up 16 that date.

(i} Long service leave

A Fability for long service feave is recognised as the present value of expected future payments 10 be made in respect

of services provided by empioyees up to halance date. Consideration is given 1o expected fullre wage and safary
levels, experience of employee departures and periods of service. Expected future payments are discounted sing
interest rates on naticnal government guaranteed secliities with terms 1o matunty that match as closely as possible
the estimated fisgure cash outflows.
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Statements

wratemnent of significant accounting policies woesineed

Ernploves Denefis corineed

(i} Bonus plans
A liatikty for employee benefits in the form of honuses is recognised in other creditors when there is ne realistic
alternative but to settle the Rabiity and at least ong of the following conditions is met:

+ there are formal terms for determining the amount of the benefit;
+ the amounts o be paid are determined belore the time of completion: of the financial repot: and

+ past practice gives clear evidence of the amount of the obligation.

{ivl Superanmnuation
Caontributions to employee superannuation funds are made by McPherson's Limited and controlied entities.
Contributions are charged against mcome as they are made. Further information regarding superannuation
i5 sel ot in Note 31,

fvi Terrmination benefits
Liabilies for termination benefits, not 1 connection with the acquisition of an entity or operations, are recognised
when a detaded plan Has been developed and a valid expectation has been raised in those employees affected,
that the termination wili be carried out. The liabilities for termination benefits are recognised in other creditors
undess timing of the payment is uncertain, i which case they are recognised as provisions.

Liabiities for termination Denefits related to an acquired entity or operation that arfses as a consequence of acquisitions
are recognised as at the date of acguisition if, at or before acauisition date, the main features of the terminations
ware plannad and a valid expectation had been raised in those employees affected, that the terminations would
be carried out and this s supportad by a detaied plan developed within three months of the acquisition or prior
tey the completion of the financial repart, if earlier. These labilities are disclosed in aggregate with other restructuring

costs as a consequence of the acguisition.

i} Employee benefit on-costs
Employes benadit on-costs ate recognised and incisded in employes benefit abilities when the employee benefits
o which they relate are recognised as fabilities,

Taxation

Tax effect accounting proceduras are folowed whereby the income tax expense s matched with the accouning profit
after aflowance for permanaent diferences. Income tax is set aside o the future income tax bengdit and provision for
deferred income tax accounts on cumulative timing diferences and certain 1ax losses at the tax rates which are expected
1o apply when these timing diferences reverse and tax 10sses are recouped. The effect on income tax for the curent
pericd of significant permanerdt differences is shown in Note 4.

No provision is made for additional taxes which could become payable if certain reserves of foreign controfied antities
were distribuied, as it is not expectad that any substantial amount resulting in tax payable will be distributed from
those reserves in the foreseeable future,

Future income tax benefits have not been brought 0 account in relation to North America and Ewrope as the asset
cannot be regarded as virtually certain’ of realisation in accordance with the criteria set oot in Practice Note 36 issued
by the Austrafian Securities and Investmerts Commission in relation to carried forward tax losses.

fax Consofidation L egisiation

McPharsen's Limited and its wholly-owned Austrafian controlled entities have implemented the tax consolidation
legislation effective 1 July 2002, As a conseguence, McPherson's Limited, as the head entity in the tax consolidated
group, recognises curent and deferred tax amounts relating to transactions, events and balances of the wholly-owned
Austrafian corgrodled entities in this group as if those ransactions, events and balances were its own, in addition to
the current and deferred tax amounts anising in relation (o its own transactions, events and balances. Amounts receivable
or payable under an accounting Tax Funding Agreement with the tax consclidated entities are recognised separately
as tax-related amounts receivable ar payable. Expenses and revenues arising under the Tax Funding Agresment are
preserted as iNCoOMe tax expense fevente),

The deferred tax balances recognised by the parent entity in relation to whaolly-owned entities joining the tax consolidatid
group, are measured based on thelr carmying amaurts before the implementation of the tax consolidated regime.




tangibles
Significant costs associated with paterts and trademarks are deferred and amortised on a straight-ing basis over the
period of their expected benefits which is not more thar 20 years.

The major brandnames of the Company, carfied at Directers’ vallation, have been, in some cases, in existence for more
than 50 years and continue te be in active use. The brandnames are utiised predominantly on consumer products
which do not suffer from technical obsolescence. The brandnames are also readily transferable between a number of
differerd current and uture product categonies within the general kitchenware and household products sector. Brandnames
such as Wiltshire, Rodd, Grosvenor, Strachan, Ai-de-Chefl, Crown, Lady Jayne, Manicare and Mudtix will continue to
provide support to the economic entity. The carmying amount of the brandnames is not amortised as the Directors Deliove
that, i wtal, they will have a remaining useful fite of at least the length of their fife to date. The Directors do not expect
this fife 10 be curtalled in the foresesatle future. Amortisation of the carrying amount over tis period after allowing for
residual vaises would result in an immaterial amaortisation: charge in the current and future financial years, The Directors
will reassess this estimate of the uselul He and the need to amortise the carrying amount of the brandnames each
reporting pericd 1o ensure the recoverable amolrt of the brandnames s not iess than &3 carrying amount.

Goodwill, represernting the excess of purchase consideration over fair value of the identifiable net assets acquired asising
upan the acqguisition of 2 business entity, is amortised on a straight-iine basis. The period of amortisation is 20 years.

Forelon cumencies

i} Tansactions
Transactions in foreign currencies are initally translated into Australian currency at the rate of exchange ruling at
the date of the transaction. Amounts cutstanding at balance date denaminated in foreign currenciss are converted
at year end rates of exchange. Resulting exchange differances are brosght 1o account i determining the profit or
lnss for the year.

(i} Hedging of specific commitments
Where contracts are taken out to hedge specific transactions, the exchange gain or loss, together with the cost
of the hedge, are deferred and included in the measurement of the fransaction. The net amourts receivable or
payable under the hedging ransactions are also recorded in the Statement of Financial Position.

If the hedging transaction is terminated prior 1o its maturity date and the hedged transaction is stil expected o ocour,
deferral of any gaing and losses which arose prior to termination: contintes and those gains or fosses are includad
in the measurement of the hedged fransaction. Where a hedging transaction is terminated prior 10 its maturity

because the hedged transaction is no fonger expected 1o occun any previcusly deferred gaings and losses are
recognised in the profit and 16ss account on the date of termination.

It & hedge transaction relating to a commitment for the purchase or sale of goods or services is redesignated as
a hedge of another specific commitment and the original transacton is stil expected to cccur, the gains and iosses
that arise on the hedge prior 1o its redesignation are deferred and included in the measurement of the original
purchase or sale when it takes place. # the hedge transaction is redesignated as a hedge of ancther commitment
because the original purchase or sale transaction is no longer expecied te occurn the gaing and losses that arse
o the hedge prior 10 it redesignation are recognised i the profit and loss statement at the date of the redesignation.

{H#i} Norn-specific contracts
Ary costs on hedge contracts which do not effectively hedge specific transactions are deferred and charged 1o the
profit and loss account over the life of the hedge condract. Exchange differences are charged o profit and [0ss in
the pericd in which they arise.

(vl Transiation of foreign controffed entities
Exchange differences on wanslation of the financial statements of sell-sustaining foreign controlled entitizs are
transterrad diractly to the forelgn currency translation resetve.

&7
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Statements

wraternend of significant aoccounting policles wesineed

Loases

A distinction is made between finance leases, which effectively transfer from the lessor 1o the lesses substartially all
the risks and benefits incidental 1o ownership of feased non-current assets, and operating leases under which the
lessor substantially retaing all such risks and benefs. Where a non-current asset is acquired by means of a finance
lzase, the minimum lease payments are discounted at the interest rate implict in the lease contract. The discounted
amourt is established as a nor-currert asset at the beginning of the lease term and amordtised on a straight-line basis
over its expected economic e, A corresponding liability is also established and each lease payment is aliccated
betwesn the principal component and nterast axpense.

Operating lease payments are charged to the profit and 10ss account 1 the period in which they ate incurred or on a
basis which refiects the pattemn in which economic bendlits are expected 1o be derived from the leased asset.

Revaluation of nore-ourent assets
Lertil 3G June 2000, land and Buildings Beld by the parent entity were revalued at intervals not exceeding three yaars,

On applying AASE 1041 with effect from the financial year ended on 30 June 20071, the consolidated ently elected 1o
revert to the cost basis for measuring land and buildings ssing the carrying vaiue at that point in time as deemed cost.

The asset revaluaion reserve is used 10 ecord increments and decraments on the revaluations of non-curtert assets.

Leaschokd inprovemens

The cost of improvemeants on leasehold properties s amortised aver the unexpired pericd of the lease or the
estimated useful ife of the improvement, whichever is the shorter, The unexpired pericds of the applicable leases
at balance date range belween one and six yaars,

sash

For purposes of the statement of cash flows, cash inciudes deposits at call which are readily convertible 1o cash on
hand and which are used in the cash management functior: on 2 day-to-day basis, net of cutstanding bank gverdrafts.
The statements of financiad position and cash flows reflect remittances from trade debtors received on the first day of
the next financiat period.

Earnings por sharm

i Basic earnings per share
Basic garnings per share is determined by dividing the operating profit after income tax attribitable 0 members
of Mcl*herson's Limited by the weighted average number of ordinary shares outstanding during the financial year.

i) Dittted earrings per share
Diuted earrings per share adjusts the figures used in the determination of basic earnings per share by taking ino
account potential ordinary shares arising from the exercise of options outstanding.

Product developmernt
Product development exgenditure is expensed as inclited except 1o the extent that s recoverability is assured

beyond any reasonable doubt, in which case it is deferredt and amortised over the period i which the related benefits
are expected 0 he realised.

Deferred expanditure
Material iterms of expenditire are deferred 10 the extent that management consider # probable that future economic
benefits embodied in the expenditure will eventuate and can be reliably measured.

Deferred expenditure is amortised on a straight-ing basis over the pericd in which the related benefits are expected
10 De realised,
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Trade debiors

Trade debtors are recogrised at the amounts receivable. They are generally due 1o be settled withire 60 days or less.
The colectability of detts s assessed at balance date and a provision is made for any doubtul amounts. The statements
of financial positon reflects remittances from trade debtors received on the first day of the next financial pericd.

Trade and other creditors {oumant}

These amounts represent Rabilties for goods and services provided 1o the economic entity prior 1o balance date
whether or not biled at that date. Trade accounts are normally setiled within 60 days.

Derhative financial instrumenis

The economic entity may erter into formal foreign exchange and interest rate cortracts ior non-specllative purposes.

The accounting for forward exchange cortracts is set ot in Note 1(R).

The net amount receivabie or payable under any irterest rate swap agreement s progressively brought to account
over the pericd from commencemant to settlement. The amourd recognised is accourtad for as ar adjustment 1o
iterest expense during the pericd and included in other debtors or cther craditors at each reporting date.

Revernie recogniion

Revenue from operating activities

Sales revenue comprises ravenus earned (net of returms, duties and taxes) from the provision of oroducts or services
iy entities outside the economic entity. Sales revene s recognised when the goods are despatched, or when fitie
passes o the customer,

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

Revenue from outside operating activities
Mevenue i recognised when the ncome is eceived or bacomes recaivable,

Piviclends
Provision is made for any dividend declared. determined or publicly recommended By the Directors on or before the
end of the financial year but not distributed at balance date.

Haslruciuring costs

Liabilities arising directly from underiaking a restruciuning program, not in connection with the acquisition of an entity
ar operations, are recogrised when a detailed plan of the restructuring activity has been developed and implementation
of the restructuring program as planned has commenced, by either enteting into contracts to undertake the resiructLng
activities or making a detalled announcement such that affected parties are in no dosht the restructuing program wil
oreceed,

Liabilities for the cost of restructuring entities or operations actuired are recognised as at the date of acguisition of an
entity, of part thereof, if the main features of the restructuring were plarmned and there was a demonstrable commitment
iy the restructuring at acouisition: date and this s supported by a detailed plan deveioped within three months of the
acuisition or prior to the completion of the financial report, if earlier,

The cost of restructuring provided for other than related employes termination benefits, is the estimated cash flows,
having ragard to the risks of the restructuring activities. Cash flows are discounted where appropriate.

Lianiilities for employes termination benelits associated with restructinings are brought to account on the hasis
described in the accounting policy note for empioyes benefits Note Hel{V). Liabilites for costs of restructuring and
related employee termination benefits are disclosed in aggregate whera the restructuning occlrs as a consequence of
an acoLEsition,

Reversals of part of all of 2 provision for festructuning relating 1o an acauisition because the costs ate no fonger
expecied 1o be incuired as planned, are adiusted against the goodwill or discount on acguisition.




Notes 1o and forming part of the Financial Statements
Consolidated Parent Entity
A 2004 AHIE 2004
s 0005 BRI 000
2. Cpmrating profi
B Expenses - ordinary activities
Materals and constimables usad ThGEGS 134,346
Employee costs ERR:1) 79,659 1,741 2,041
FRental expenses ralating 1o operating leases T RO 16,4403 ) 75
Amortisation of gocdwill and other intangibles A 4,328 -
Depreciation/other amortisation 5 GE2 5,991 52 120
Customer allowances and co-operative advertising PERYIH 12,006
Advertising and promoticnal BL0G 6,147
Repairs and maintenance 28352 4,513 K 1
Cartage and freight G,649 7,405
Restruciure costs EREH 4,351 (5643 1,465
Book value of property, plant and equipment disposed of 2488 498 &
MNet assets and costs associated with disposal of
controlied ertity TETED 8,721
Provision for diminution in assel realisable value 248
Pravision for diminugon in value of investments i controlled entities A0 TR
Debt forgiveness 4,304
Other expenses aAhE 26,194 et gah
Totai expenses from ordinary activities A4S 301,902 a4,u52 8,904
by Profy
EEANT:
ared gaing:
Expnnses
Depreciation/amortisation:
Property 1o 197 25 25
Plant and equipmernt & By 4,828 34 15
Leasehold improvaments THE 158 FX 13
Leased assets it 343
Amortisation:
Goodwil 234 4,329
Other intangibles 106
Patents and trademarks #4 BE
Deferred expenditure 67 67
MNaw product development LG 332
Totai depreciation and amortisation T3 10,320 52 120

Aol R



Consolidated Parent Entity

200 2004 2005 20034

SO0 3000 B 3000
L5
Other charges against assets:
Bad and doubtful debts - trade debiors (54) 268
Provision for stock obsolescence AB3 7149
Total other charges against assets a4 987
Other provisions:
Empicyes entitiements 3954 4,418 PRt 244
Empicyes incantives L4 2,087 8 hia
Restructrs 1040 4,351 {hEd) 1.465
Other 4,583 B2 A48
Total other provisions HET4R 16,915 it 2.249
Other expenses:
Cost of goods sold (LR Y 196,005
Loss on disposal of plant and equipment AE0 £33 3
MNet exchange {gainsilosses &7 166 12 24
Mew product develnpmernt 551 663
Gains
Inlerast recefved/receivable from:
Other than controlled entities 148 337 42 74
Profit on disposal of plant and equipment 564 5h 7
Resvorin
Revenue from operating activities:
Sales revenue B4 TTEG 328,967
Revenue from outside operating activities:
Proceeds from disposal of controlled entity 000 1,864
Davidends recaived/receivable [controlled and other entities) 53 50 a4, 005 17,142
Debt forgiveness HLE2T
Ierest recaived/receivable 3149 337 42 74
Proceeds from disposal of property, plant and eqguipment 4,458 450 jK 1
Hentad A 27
Royalties Tel 1,465 1,845 T.161
Other 9Ly 1,922 &, aE 4,270

Total revenude from ordinary activities KULREK 333,237 5,673 22.67h




Notes to and forming part of the Financia

4,

bnrewne tax

The aggregate amount. of income tax attributable
o the financial year differs from the amount
calculated on the operating profit. The differances
are reconciled as folloaws:

Operating profit efore tax

Frima facie income tax at 30%

Tax effect of reconciling differences:
Amortisation of goodwil and other intangibles
Debt forgiveness

Borrowing costs

Bty raising costs

(ther non-allowable/non-assessable items

Frovision for realisation of investment in controlied entities

Eremptincome

Franked dividends

Tax rate differences in overseas entities

Over provision in prior year's

Net berefit of tax iosses not previously recognised
Mo taxatie gain on disposal of controlied ardity
Other

Income tax expense/(credit}

- Al B

Statemernts

Consolidated Parent Entity
AR 2004 AT 2004
SO0 $000% SO0 $060s
a4 23,420 RRER: (et 7,971
N 7,026 5,547 2,391
2186 1,295 -
{3,188} 1,291
{6} (470) (¥} (470)
{16} (334) {4 (334)
{1 118 42 (24)
- N
- {H2) (18,203} (4.958)
{18} {15)
bia 168
{467} (159) {21} (50)
B (1.087)
{48} {1,451}
(Fay 110 34 (54)
4,78 65,609 {Z.706) (2.208)




Consolidated Parent Entity

200 2004 4005 2004
R0 50005 RHEYs 50005
Mo part of the deferred tax assets relaies to tax
losses. The Directors estimate that the masdmium
potential deferred tax asset in respect of tax
losses not Drought 1 account at balance date is:
Noith America TS 2,413 -
Europe Lk 1076 -
Total 2755 3,489 -

This benefit for tax losses will ooly be obtained if:

) the economic ertity derives fuilre assessable income of a nature and of an amount suificient 10 enable the benefit
from the deductions for the 1osses 1o be realised: and

{iy the economic entity continues to comply with the conditions for deductibility imposed by tax legislation inchuding
time imitations for tax 1oss Utiisation where applicable; and

{iy no changes in tax legislation adversely affect the economic entity in realising the benefit from the deductions for
the lasses,

Tan consolidations legisiation
Mclherson's Limited and its wholly-owned Australian controfled entities imglemented the tax consolidation legistation
effective 1 July 2002, The accounting policy on implementation of the legislation is set out in Note 1{).

The entities have entered inte a Tax Sharing Agreemerdt and a Tax Funding Agreement. Under the terms of the Tax
Funding Agreemeryt the wholly-owned entities reimbiurse MclPherson's Limited for any current income tax payabie by
MePhersor's Limited i respect of thelr activities. The reimbursements are payable at the same time as the associated
income tax liability falls due and have therelore been recognised as a tax related receivable in the parent entity aceourts.
Deferred tax balances of the wholly-owned ertities are assumed by the parent ertity with a comesponding amount
receivable from/payatie 1o those entities in accordance with the terms of the agreemeri,

The Tax Sharing Agreement limits the joint and several lability of the wholly-cwned etities in the case of default by
the parent entity.

HF



Notes to and forming part of the Financia

£,

Erviders
Ordinary

Final 30 June 2004 dividend of 10.0 certs
per fully paid share - paid
{Z003 - 8.6 cents per {ully paid share)

FLily franked @ 30%

Interim 2005 dividend of 11.0 cerds per flily paid
share - paid (2004 - 9.0 certs per fully paid sharg

FLily franked @ 30%
Totat dividend paid

Dividends not reconrised st year end

In ackdition to the above dividends, since the year
erid Directors have dectared a fully franked finad

dividend of 11.0 cents per fully paid ordinary share.
The aggregate amaurt of the dividend to be paid on
5 October 2005 ot of retained profits at 30 June 2005,

bt not recogrised as a liabiity &t year end &

Frarked dividends

The franked dividend recommended after 30 June 2005
will be franked out of existing franking credits or out of
franking credits ansing from the paymert of income tax

in the year ending 30 june 2066

Franking credits available for subseqguent financial years

based on a tax rate of 30%

Statemernts

Consolidated Parent Entity

#HIE 2004 ikt 20104
SO0y $0007 SO 000
5,652 4,384 5,652 4,384
556 h38 £,538 5,038
12188 9,422 TE 8 9.422
£, 557 h65h2 £, 567 5,652
T3 I0E 9,688 T390 9,688

The above amourts represent the balance of the franking account as at the end of the financial year, adiusted for

franking credits which are expected [0 arise rom the paymert of curant tax liabilities.

ALors” rermnuneration

Ampunts received or dus and receivable
by the auditors for auditing or reviewing
the accourts and conscidated accounts
of MoPherson's Limited and the accourgs
of mach of its controllied entitios:

PricewaterhouseCoopers

Other Services:

PricewaterhouseCoopers

- Al B

Consalidated Parent Entity
A 2004 Eat e 2004
g 452 h78.85h2 TR, B3E 130,709
a4, 27 12,964 55,536 3,960
TeR T 591,816 HERUTE 134,069




Drvector and exscutive disclosures

Rerrwmeration of Directors and exscuibes

Discinsures relating to Director and executive remunaration are inciudad in the Remunaration Report which i3 contaned
within the Directors” Report. The Remuneration Report is on pages 24 to 35 of the Annual Report, and sets out detals

of remuneration of the Directors, the execetives with the greatest authority for the strategic direction and management

of the consclidated entity ("specified executives") and certain cther executives with the highest levels of remuneration.

Directors andd specified executives
The foliowing persons were Directors of MoPPherson's Limited during the financial year:

Chairman {non-executiva)
RLC. King

Executive Director

(3.1, Aliman, Managing Diractor

Non-executive Directors

AL Walslitz

LR Cifford

5.4, Rowell

P13 Landos (Altermate for AL Waislitz)

The folicwing persons ware the eight executives with the greatest authority for the strategic direction and
managament of the consciidated entity ("specified executives” during the financial year:

Name Position

MAL O Kelly General Manager, Consumer Products Division

G Gatehouse General Manager, Printing Dlvision

S.K. Chan Managing Directorn McPherson's Hong Kong

PR, Bennett Financial Gfficer and Compary Secretary

M.G. Dagg Commerdial Directon McPherson's Consumer Products
[2.). Magulire Chief Exacutive Officer, Muitix

AE. Fahy General Manager Commercial, Printing Division

G2 Mitchelt General Manager, MclP*hersons Consumer Products NZ

Eguity instrurrent disclosures relatng o Direcions and exscuthves

Option hoidings

The number of aptions over ordinary shares in the Company beld during the financiat year by each Director of
MePherson's Limited, the specified executives of the consaolidated erttity and the other most highly remonerated
officers of the Company and the conscidated entity, including thelr persenally-related entities, are set oul below:

Granted Other Vested and
Balance Dwring the Exercised Changes Balance at Exercisable
at the Start Year as Buring the During the the End of at the End
Name of the Year Remuneration Year Year the Year of the Year
Directors
[3.). Alman 300,000 300,000
Executives
GV Gatehouse 120,000 120,000
MLA O Kelly 120,000 - 120,000
PR, Bennett 120,000 - 120,000
1.1, Maguire - 120,600 120,000
S.K.S. Chan 60,000 60,000
M.G. Dagy 60,000 60,000
AEL Fahy 60,000 60,000
&1 Michel 60,000 - 60,000
B.R. Collins 50,000 {H0.000)
LA Kimst 50,000 {20.000)

There were NG options vested and exercisable at the end of the financial year.
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Notes to and forming part of the Financia

Fooo Ehrovtor and executive disclosures continued

Shares provided on exercise of remuneration options
Mo ordinary shares have beert issued during the year 1o Directors, 1o the specied exacutives of 10 the other highest
remunerated executives of the Company and the consciidated entity as a result of the exercise of remuneration options.

Share holdings

The number of shares in the Company held during the financial year by each Directar of MelPherson's Limited,
by the specified executives of the consolidated entity and by each of the othar most highly remunerated officers
of the Company and the consciidated entity, including thelr persenally-related entities, are set out below.,

Received
During the Dther
Balance Year on the Changes Balance
at the Start Exercise of During the at the End
Name of the Year Options Yoear of the Year
Diractors
l.C. King 1,600,000 315,000 1,315,000
[.). Allman 306,500 306,500
AL \Warslitz
A1 Chifford -
S.A. Rowel 13.422 660 14,682
P, Landos
Executives
G Gatehouse -
MLA, G Kelly
PR, Bennett 4.364 (3.314) 1,050
.. Maguire - -
S5 Chan 100,060 (100,000)
LG Dagy
AE. Fahy

(.1 Mitchedl
B Colins
LA Kumst

There were no sharss in the Company nominafly held by the above Directors and executives.

Loans o Directons and axecutives

There were no [oans made 1o Directors of McPherson's Limited, 1o any of the specified executives of the consclidated
ergity or 10 any of the other most highly remunerated officers of the Company and the consolidated entity, including
thedr personally-related entities during the year, nor wers there any icans cutstanding at the end of the current or prior
financial year.

ther transactions with Directors and oxecutives

There ware Ao transactions between the consolidated entity and the Directors of McPherson's Limited, with any of the
specified executives of the cansolidated entity or with any of the other most Righly remunarated cfficers of the Company
and the consolidated entily, including their personally-related entities, during the financial year, other than those disclosed
above refating 10 remuneration and ¢ transaciicns concerang cptions and shates,




Current assels - cash
Cash ar hand

Cash at bank and on deposit {at call]

The above figures are reconciled to cash at
the end of the financial year as shown in the
statement of cash flows as follows:

Balances as above
Less: Bank overdrafts (Nate 17)

Balances per statement of cash Hows

Crrerd assets - receivablos
frade debtors

Frevvision for doubticl debts

Other debtors/prepayments
Tax related amounis receivable from contrclled entities

Other amounts receivable from controlled entities

e ansels - mvantores
Maw mateials

WOk in progress

Finished goods

Stock i transit

Prosdsion for stock obsolescence

The basis of nventory valuation: adepted by the parent entity and the cortrolled entities is set out in Note 1{d}).

Consolidated

Parent Entity

2005 2004 2005 2004
BEOES $000's B $000's
7 15 4 5
2A51 7.442
2,458 7,460 4 5
2,458 7,460 4 5
(68} (4,173 (3.668)
450 7,460 (4,16 (3.663)
48,017 40,611
(425) {B40)
47,651 39,771
3,40 5,824 #ag 121
- 2,400 1.361
- At 4,675
55,857 45,595 2,957 6,157
G 652 9,926
1,324 4,328
A5, 350 27.108
6,438 6,226
54,764 47,585
(3,554 (3.594)
51,811 43,994




Notes to and forming part of the Financial Statements

Consolidated Parent Entity
A5 2004 A5 2004
s $000%5 BRI $000
T8, Lurrent asseds - other
MNaw product development At 340
T2, Morecuirent agsets - receivailes
Tax refated amounts receivable from controlled entities 892
Other amourts receivaible from controlled entities 15,0080 80,407
Other debtors/prepayments 7677
7677 115 G0 81,293
T3 Morecurrent agsets - other fingncial assets
Shares in asscciate ~ at cost K34 398
Sharas in controlied entities - at cost B AT 165,155
Frovision for futlre ioss on realisation (5%, 456 (30,749)
Ao 398 RGN 138,400
T4 Morecurent assels - property, plant and edguiment
Freehold fand and buifdings:
AL cost R 0,947 R 1,900
Accumulated depreciation {1 556 1,377 (O {75)
PR 5,57 RS 1.825
Leasehold fmprovemens:
AL cost 35 3,960 T 103
Accumillated amaortisation {Z BED [2.644) (a8 (34)
FATE 1,316 55 By
Total property AT 0,886 1 A5E 1.894
Lepgsed assels:
AL cost NV 1,820
Accumulated depreciation (A6 (751
Fhd 1,064
Plat and equipment:
AL cost Y RE 57,5594 TR 14
Accumulated depreciation {44 T (49, 365) e (B6)
A2 LHE 18,2249 21 33
Total plant and eguipment PR 19,298 21 33
Total property, plant and equipment K¥R:-1Y] 29,184 R 1.927

- Al B



Sate of land and buldding
A controfied entity of MePherson's Limited has entered inte a long-term conditional contract for the sale of fand and

bildings located in the United Kingdom. Shotdd the sale become unconditional and subsequently completa, the net
proceads will excead the curent carrying value of $3.946,000 for that property at 30 June 2005,

Valuation of fand and Duldings

On applying AASE 1047 with affect from the financial year ended on 30 June 2007, the consclidated entity elected
o revert te the cost basis for measuing land and buildings using the camrying value at that point in tme as deemed
cost. An independent valuation underiaken on an existing use basis at 30 June 2007 for all land and buildings cwned
by the consolidated entity was used 16 support the deemed cost,

Anindependent valuation was undertaken on an existing use basis for land and buildings owned by the consolidated
entity in Austraiia at 30 June 2004, The valuation amounts at that date exceeded the book camying values. The valuation
was carted out by Mr GR. Longden FARL of Jones Lang LaSalie Advisary Services Py Limited,

Reconcifations
Reconciiiations of the carrying amaournts of each class of property, plant and equipmert at the beginning and end of
the current financial year are set cut balow:

Freehold

Land and Leasehold Leased Plarnt

Bulldings improvements  Assets Equipment Totat

$6006's $006's $0006's $000's $000's

Lonsohdated
Carrying amount at 1 July 2004 8,570 1,316 1.069 18,229 29,184
Additions 205 14,332 14,547
fransfers (25) 25
Business acquisitions Bhi bHhE
Business disposals {2.864) {2864}
Cisposals {2) {2.378) {2,377
Depreciation/amartisation expense (Note 2) {16 {1650) {Z849) {45200 {B.A73}
Foreign currency exchange differences {418 (535) {1 {963 00
Carrying amount at 3G june 2005 7,953 1,273 754 22,987 32.967
Marent Ly
Carrying amount at 1 July 2004 1,825 59 33 1.927
Additions 7 7
Dispesals {3 (3
Depreciation/amartisation expense (Note 2) (25) 14) {13} B2y
Carrying amount at 3G june 2005 1,800 5h 23 1.876




Notes to and forming part of the Financial Statements

Consolidated Parent Entity
AR 2004 AT 2004
SO0 $000% SO0 $060s
Th,  Morecuirent assets - intamgilles
Goodwil 45572 91,582
Accumillated amaortisation VR (11,264)

RN 830,325

Other intangibles Y
Accumillated amaortisation {5006
N
Patents and trademarks INEY 1,866
Accumulated amortsation {8 sy {1.039)
FEd 827

Brandnames at Directors” valuation dated
30 June 2005 B2 A 28,508 18,156 £,000

Total intangibles TEG ST 108,663 T3, 158 5,000

Valustion of randnames

Ary independent valuation of brandnames acguired on 1 July 2003 was carried out by KIPMG Corporate Finance.
The Directors have adopted the indepandent valuation for these brandnames at 30 june 2005,

Ar independent valuation of previously owned brandnames was carmied out at 30 June 2004 by KPMG Corporate
Finance. The Directors, after considering the ndependent valuation, conservatively valued brandnames at a value
below the independent valuation. This valuation did not rasult in brandnames being revalued in the consolidated
ACLOUNS,

Aryindependent valuation of brandnames acguired on 1 uly 2004 and 1 October 2004 was carried out by KPMG
Corgorate Finance. Directors, after considering the valuations, have conservatively adopted values ess than the
independent valuation for these brandnames at 30 June 2005,

The Directors have considered the recoverable value of brandnames at balance date and are of the opinion that the
carrying amolnt is not in excess of the recoverable amaount (Note 14g)).

[
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Cadrrernt labilithes - pavables
frade creditors
Other creditors

Armounis payable to controlled antities

Currerd labilities - interest bearing labilities
Bank overdraft (Note B)
Finance leases

Amcunis payable to controlled entities

Secured labiites
Hank overdralt (Note 8)

Finance ieases

The parent entity has established a legal right of
set-off with a financial institution and certain deposits
from controfled entities with that institution have been
set-off against borrowings. Details of the security
relating to each of these kabilities is set out in Note 20.

eyt laniities - provisions
Empicyes entitieoments

Empicyes incantives

Restructirg costs

Other

Consolidated

Parent Entity

i) 2004 dO05 2004
LS 3000% LY 3000
PRREISE 21,735
15 O83 14.623 3,457 [.540

- 3888 5,854
A543 36,362 B,FEE 7.3
et 4,373 3.668

s 334
- A Vil 2,420
i) 334 £, 4154 £, 088
e 4,373 3,668

s 334
i) 334 4,373 3.688
5548 £5,088 A6k 428
455 1,988 397
549 1,920 it BaZ
4,348 Q36 1,808 371
4 16,932 1,440 2,038




Notes to and forming part of the Financia

T8,

v

T8,

Couprrerdt Balytities - orosisions comined

Bovernsnt in provisions

Statemen

s

Movements in cach class of provision during the financial year, other than employee erditlemants are set out below:

Consolidared 2005

Carrying amount at start of year
BUsiness acguisition

Additional provisions recognised
FPaymeris

Foreign txchange

Carrying amount at end of year

Harent Eotity 2005

Carrying amount at. start of year
Additional provisions recognised
FPaymernts

Carrying amourtt at end of year

Morscurrent labilties - nayalies

Amount payable to controlled entities

Mors-current Babitties - interest bearig Baldities

Secured dabilies
Bank ioans

Finance lease

Total secured non-current labilities

Bank oans

Employee Restructure
incentives Costs Other
$060s $00G's $000's
1,584 ERYid (Xt
- 2 4
564 140 BAEG
{2,032 PR {1,826
s {1} {3
494 Y] 4,334
397 g4 M
B (B84} 1046
HH {24 {38%
- rd] 1000
Consolidated Parent Entity
Va3 ! 2004 20 20104
SOEHYs  B000' S000s  $000%
- 35,553 35,6179
HAZ OG0 86,000 AL 000 86,000
L5 781 -
W2 E5E 80.7M 2000 86,000

Bank icans are avaiable under a2 five year amartising commitied finrancing facility with the Group’s bankers of which
two years have elapsed. Interest at varable rates is payabie on the bank icans,

- Al B



Security for interest beoring fabillties

During the year, the Group continued o provide security 1o its bankers 1o secure bank overdraft, bank Ioan, bardk bil
and trade finance facilities. The security provided alse secures letters of credit provided By the Group's bankers 1o
overseas banks to support bank overdraft and loan faciiities of contraled entities.

The Group facilites are securad by the following:

+ fixed and floating charges over the assets of the parent and certain controlied entities;

+ first mortgages over land and buildings owned by the parert entity and certain controfied ertities;
« maortgages over shares held in certain contralled ertities; and

+ Cross guarandees and indemnities provided by the parent entity and ceftain cortrolled entities.

Consolidated Parent Entity
DS 2004 005 2004

LS 3000 LY 3000
Assels pledged as setuiy
First mortgage
Freehoid fand and buildings 854 8.570 1,840 1.825h
Mortgage over shates
nvestments in controlled entities - TEG,GEl 138,409
Flopating charge
Fart ard equipment 4,414 1076 T 132
Finance lease
Fart and equipment under finance iease Tha 1,045
Total non-current assets pledged as security RXRIEY 28,631 THT, 95T T4G.366
The foliowing currerd assels are also
pledged as security under the floating charge:
Cash 69740 106,535 4 b
Racelvables - currant &1,074 38,143 144 S H]
nventorios BLGHE 42,861
iotal assets pledged as security TR ELE 120,170 THE S T4G.456
Morecurresd Fabilithes - provisions
Empicyes entitfements o, A 2.3 ket 237
Directors’ retifing benefits et 436 AR5 436

PRTE: 2,827 a2 6573




Notes to and forming part of the Financia

Statemernts

Consolidated Parent Entity
A 2004 AHIE 2004
s 0005 BRI 000
bwre capitst
Issued and paid ue capital:
59,700,870 2004: 56,521,048
crdinary shates - fuily paid B0 86,949 HHEBEE 86,2408
Bovernents in ordinary share capiial
Number of issue
Date Details Shares Price $000's
1 July 2003 Opening Balance 42,374,529 50,196
1 July 2003 Share issue 12,400,000 2.50 31,000
4 August 2003 Exercise of options issued 7 September 2000 26,500 1.50 40
31 Getober 2003 Cividend reinvestment plan issues h2a 412 372 1.948
31 Gctoher 2003 Share issues - underwriting of balance of
dividend reinvestment plan 654,803 3.72 2,436
30 Aprd 2004 Cividend reinvestment plan issues h40,804 4.34 2,344
87,968
Less: Transaction costs arising on share issues 11,020
30 June 2004 Closing Balance 56,527,045 86,949
30 September 2004 Dividend reinvestment plan issues B70,966 4.51 3.G24
14 Gctober 2004 Share issue 2,222,222 4.75 10,555
1 Aprii 2005 Gividend reinvestment plan issues 286,634 4.16 1,193
103,721
Less: Transaction costs anising on share issues { b5
30 June 2605 Clasing Balance 59,700,870 101,666

Dividend reinvestiment plan
The Company has estailished a dividend reinvestmerst plan under which holders of ordinary shares may elact to have
all or part of their dividend entitlemeris satisfied by the issue of new ordinary shares rather than by being paid in cash.

Shares issued under the plan are not issued at a discount 1e the market price.

Optlons
Information refating 1o the McPherson's Limited Employee Share/Option Purchase Plan, including detaiis of options
issued and exercised during the financial year and options cutstanding at the end of the financial year are set out in
the Directors” Report.

- Al B
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)]

Heserves and retained profits
Roserves

Capital reserve:

Assel revalualion raserva

Revenue reserve:
Foreign currency translation reserve

Revenue reserve:
Balance 30 Jjune 2004 (20033

Net exchange differences on translation
of foreign controfied entities

Balance 30 June 2005 {2004}

Retainsd Profis

Retained profits a1 the baginning
of the financial year

Profit from ordinary activities after tax
Cividends paig

Retained profits at the end of the financial year

Consolidated

Parent Entity

i) 2004 dO05 2004
LS 3000% LY 3000
8,040 £5,000 &, 851 £5,531
(2,946 (1.453)
3054 4,047 &, 851 £5,531
{1,453 (2,353
{1,493 Q00
(2,946 (1.453)
1hBEE 8.610 &, 364 T.607
1945 16,811 PR 10,179
{32,188 (©,422) {12,188 (.422)
o F O 15,999 14 F45 2.364




Notes to and forming part of the Financia

24, Finanoial nstruments
{aHl Forwsrd Torelon exchange comracts

Cartain controdled entities and the parent erdity enter into forward foreign exchange contracts to hedge anticipated

purchases, sales and capital commitments denominated in forgign currencies. The terms of these commitments are
raraly more than twelve marghs.

The following table sets out the gross Australian dallar equivalent value to be recelved/paid under foreign comrency
contracts, the weighted average contracied exchange rates and the settlement perinds of contracts cutstanding at
balance date for the economic entiy.

Wielghted Averago Weighted Average
Pt it Copiracted 2004 Contracted
BAE S £ Erchangs Rake $000's Exchange Rate
Maturity O - B months
Seif Austrafian doflars/Buy:
Lnited Siates dollars §,4%4 TR 1.816 0.7139
ELfG T R AT BGG 0.9
FPounds stering 2674 £.8006 105 0.3308
MNew Zealand doliars 952 T.05E4 1.076 1.0860
Swiss francs e 0688
Singapora dollars TEE 12815
Seif New Zealand doffars/Buy:
Lnited Siates dollars 30 AT 877 0.6289
AN TG 055850 127 0.0122
Austrafian doliars B £.0387 402 08019
FPounds sterfing e 0.37u5
Self Pounds Sterling/Buy:
Linited Siates dollars 1ERT T REAG 2,381 1.7843
Buy Austrafian dofars/Seif.
Lnited Siates dollars Tk AN 77 Q.7G77
MNew Zealand doliars 27 T.IHST 121 11035
Maturity B - 72 monihs
Seff Austrafian dollars:
United States dollars &, L3 TR

As these contracts are hedging anticipatad future transactions, any unrealised gaing and fosses on the contracts,
together with the costs of the contracts are deterred and will be recogrised in the financial statements at the time the
underlying transaction occurs. The unrecognised gain of $136,000 and the unrecognised ioss of $442.000 on hadges

of anticipated foreign currency fransactions valued at balance date approximates net fair value of the hedge contracts
outstanding based on currert forward rates for corgracts with simitar maturity profiles.

B
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Feredr
The economic entity has also entered into foreign curency opton codtracts to partially hedde a portion of anticipated
United States dollar purchases. At balance date, the cutstanding foreign currency option contracts cover the period
from July 2006 to December 2005,

A CAHTENCY O {.)'l'.if.‘}é'éﬁ‘x

As these options are hedging futlre transactions, any unrealised gains and 10sses on the aptions will be recognised
in the financial staterments at the time the underdying transaction cccurs. An unfecognised oss of $195,000 valsed
at balance date represents net fair value of the options.

lrarest rale contracts

A number of hedge contracts have been entered inte 1o fimit the consolidated entity's exposure 10 possible increases
i interest rates. These contracts have commencement dates of 1 July 2003, 1 August 2003 and 17 November 2004
and cover initial aggregate principal amournts of $133.5 milion, reducing annually 10 an aggregate $87.0 million by
30 June 2008, Each contract 15 subject 1o different terms and condiions, but generally resirict the interest rate
exposure (o 6% or less.

An unrecognised gain of $312.000 and an unrecogrised loss of $540,000 regresent the net fair value of interest rate
contracts at balance date,

lrerest ra
The cconomic entity's expostre (o interest rate sk and the effective weighted average interest rate for classes of
financial assets and financial fabilities at balance date is set out below. Financial assets and financial liabilities which
are not listed Delow are not subject 1o interest rate risk,

s risko anposure

Weighted
Fleating Average Nen-Interest

interest Rate interest Rate Bearing Totat
2005 $060s % $0600's $060's
Cash and Deposits
Currency - Australian dollars 1,848 b4 1,848
Currency - United States doliars i 8L TH: A4
Currency - Pounds sterling - - ! &5
Currency - New Zeatand dollars - - 17 1%
Currency - Singapore dollars - - A LA
Currency - Hong Kong dollars - - 11 1%
Note 8 1,652 Az8 PR

Mon-interast bearing deposits represaent cleanng accounts,

w7
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Financial msiruments contineed

200

Financial Lisbilivies

Currency - Austrafian doffars
Bank loans

Bank bils

Finance leases

Currency - Hong Kong dolfars
Finance leases

Bank overdraft

Currency - Pounds sterfing
Bank overdraft

MNotes 17 and 20

Statemernts

Weighted
Floating Fixed Average
Interest Rate Interest Rate Totat Interest Rate
$000's $000's $000's Y
TG 800 LEVR 58
KRS BO00 5.7
- T Tet 97
FAE 00 T TaETET R
3 TE {0
k¥4 - K R
k¥4 3 45 54
345 36 81

LY Ry TR TAE AR

Weighted average interest rates exciude the economic entity's cradit margin, The floating rates are predominarntly

90 days matLriy.

2004

Financial Assets

Cash and Deposits
Cugrency - Australian dollars
Currency - United States dollars
Currency - Pounds sterling
Currency - New Zealand dollars
Currency - Singapore doliars
Currency - Hong Kong doliars

MNote 8

Weighted

Floating Average Non-interest
Inierest Rate Interest Rate Bearing Totat
$000's % $000’'s $0600G's
5409 51 - 5408
150 0.2 161 311
6h2 6582
217 217
220 220
603 603
b b5 1,883 7,442

Mon-interest bearing deposits reprasent cdearing accourts.

- Al B




Firanciat Linbiites

Currency — Austrafian dollars

Bank lnans

Finance ieases

Currency — Hong Kong dolfars

Finance ieases

Meotes 17 and 20

Weighted

Fleating Fixed Average
interest Rate interest Rate Fotal interest Rate
$000's $000's $000's %
86,000 - 56,000 h.6
1,042 1,082 9.7
86,000 1,082 57082 h.6
23 23 3.3

86,000 1,115 B7.115

Weighted average interest rates exclude the economic entity’s credit margin. The floating rates are predominately

B0 days maturity,

Cridit risk exposurs

Credit risk represents the 1oss that wolld be recognised if counterparties 1o financial instruments fai to perform as

corgraciad,

i On batance sheet

The cradit risk on financial assets of the economic entity which have been recogrised on the balance sheet,

is the carryirg amour, net of any provisions for doubtid debts.

iy Off balance sheet

Interest rate, foreign exchange and option contracts are subject 10 credit fisk in relation to the relevant counterparties,
which are major banks. The maximum credit risk exposure on hedging contracts is the full amount the sconomic
ergity pays when settlement occurs should the counterparty fall to pay the amount which it is commited 1o pay

to the econcmic entity. The full amount is disclosed in Motes 24{a] and (h) above.

il Credit risk concentration
It is not considered that the economic entity is exposed to sigrificant cred® risk concentration with any single deitor,

The economic entity’s concentration of risk at balance date, by industry, in Australian dollars, is detailed below.

Printing (predominantly Australia)

Consumer Products (Australasia, Uned Kingdom and United States)

Lass: Provision for douhitiul debis

2 2004
Yy $000's
HILEDE 11.268
Fhay 29,343
48,017 40,611

o (B340
44597 39771

5
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{g} Ret Inlr value of Snancial aase
i On balance sheet

The carrying amourt of financial assets and financial kabilities disclosed in the balance sheet of the economic

entity approximates net fair value in accordance with Accounting Standard AASE 1033,

st andd Babilities

i} OFf balance sheet
The net fair value for forward exchange, option and interest rate contracts is taken to be the unrecognised gain
or loss &t balance date which reflects the estimated amournis which the economic ertity would expect to pay or
receive 10 terminate the contracts of replace the cordracts at balance date. The net fair value for outstanding
contracts is disclosed in Notes 244a) and (h).

Consolidated Parent Entity
#HE 2004 HHIE 2004
000 $0007 SOy 000
28 Contractual cormrnirmens for expencituie
tal expendiiure
Agoregate capitad expenditure contracted for
at balance date, but not provided for in the
ACTOUNES, due:
MOt later than one year 4,350 4,036
6 COMETIIMENES Davalie relating
1 non-cancatiabis o ) &
Agoregate amount contracted for at balance
date, but not provided for in the accounts, due:
MOt later than one year A 11,744 54 30
Later than one year but not later than five years TE AR 32,261 52 36
Later than five years TESE 14,076
44,459 57,487 T 66
FInance Bauns
Commitrnents in redation: 10 finance leases are
payable as follows:
Within one year st 419
Later than one year DUt not later than five years BEE 846
Mingmum lease paymeris Bad 1,265
Less: Fullre finance charges B4y (150
Recognised as a liabiity TG 1,115
FRepresenting lease labiities:
Curent (Note 17) gl 334
MNon-currers (Note 20 BR2 TH

ELiih 1,115
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Contingant Halvlitles

The parent entity has guatanteed the repayment of barrowings of certain controfied edtities.

There are a number of legal claims pending against the economic entity including claims relating to product fiabiity
and associated damages. The economic entity has disclaimed liabiity and is defending the actions. The Directors
consider these claims will not materially affect the results of the economic entity,

Inter-segmernt
Consumer Eliminations/
Products Printing Unallocated Consolidated
$000's $000's $600s $600's

e Report
2000 Privmany reponing - bus
Sales to external customers a6E,E3 1,417 344,738
nfer-segment sales - iz {3y
Total sales revenue ABEETE B, 458 {19 344, T4y
Other revenue 1,3 844 18,218 ARG X
Total segment revenue aB48T4 B4, 300 18,179 365,003
Profit before amaortisation of goodwil
and other irdangibles 345 &, 830 (4,268 A% 4G
Amortisation: of goodwill and other intangibles {6,743 Ry - {1 255
Segment resuit 34y, ThE0 &, 328 (4,268 34,819
Net borrmwing costs 10, G40
Profit from ordinary activities before income tax a4
ncome tax axpense {421y
Profit from ordinary activities after income tax T8, 458
Segmernt assets RN AT 58,73 {13,958 324,804
Segment fiabiities Gt 450 45623 A EED e e
Acquisition of property, plart and equipment,
Ftangible and other non-current segment assets BY,403 LR 1 93,227
Depreciation and amortisation expense 0,652 1, S b 13242

Ea
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Statemernts

inter-segment

Consumer Eliminations/
Products Printing Unalocated Consolidated
$000's $006's $000s $000's

eecrrerst Heport comiumdg
2004 Primary resoriing - Dus ECIMETES
Sales to external customers 276,584 112,373 328,967
Inter-seqgmert sales 49 (49)
Totai sales revenue 276,594 112,422 {49 328,967
Other revenue 265350 1,25 339 4,264
Total segment revenue 219,229 113,712 290 333,23
Profit before amortisation of goodwil
and other intangibies 26,263 12,165 {3,1637) 35,321
Amortisation of goodwil and other intangibles (3823 {506 {4,329
Segmert result 22,440 11,659 (3,107 30,992
Net horrowing costs (7,572
Profit from ordinary activities before income tax 23,420
NEGMme 18X sxpanse 16,609
Profit from ordinary actlivities after income tax 16,81
Segment assets 187,465 36,663 {22,719 251,409
Segment kabilities 55,059 87,221 21,634 143,914
AcqLisition of property, plant and eguipment,
intangitle and other non-cuirert segment assets B, 164 £,340 16 94,542
Depreciation and amortisation expense 8,757 3,443 120 10,320

The above business segments derve revenue from the foliowing products and services:

Censtmer Prodticts

Manufacturers, importars, exporters and marketers of kitchen knives, scissors, cutlery, kitchen ctensis, glassware,
hair and beauty care and other consumer products. Following the acquisition of Muitix Pty Ltd and Accantia Health &
Beauty Py Lid during the year, the segment now alse markets products in the plastic bags, wraps, foills and perscnal
care Categonies.

Printing
Printers of 2 wide range of products including qguadity beoks, paperbacks, gresting cards and locse-leal printing. The
directery printing business was sold during the year,

- Al B



=

Segment Revenues
from Sales to External

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

Customers Segment Assets Segment Assets
AR 2004 2005 2004 AR 2004
HERE $600's SOHEE $000's SOYE $000's
Alstraka AR, 000 273,181 253907 219,140 ERR Y 91.865
Europe 24,026 20,063 T4, 25% 15.423 kil 258
Nogth America a6 7.335 358 h71 -
Asia, New Zealand 33,3038 26,388 T6 87 16.275 1a5% 2,399
344,730 328,967 324,604 251,409 93227 94,022
HHYS 2004

Earnings pey share

Basic eatnings per share

Diluted earnings per share

Earnings used in calculating basic earnings per share
Earnings used in calculating diited earnings per share

Weighted average number of ordinary shares used
as the dencminator in calculating basic eamings per share

Potential ordinary shares

Weighted average number of ordinary shares used as the
denominator in calculating diluted earmings per share

Cotions that are not dilutive and are therefore
not included in the calcuiation of diluted EPS

Information conceming the classification of secuwrities

Options

332
32.9¢
£18 458 000
S5, 458,000

58,670,436
464 BEE

30.2¢
3G.08
$16.811.000
$16.811.000

05,674,008
442,588

55,134, 561

53,114,596

Options grantad to emgloyees under the McPhersons Limited Employee Share/Option Purchase Plan are considered
o be dilutive and therefore potential ordinary shares for the purpose of calculating diluted earnings per share, whera

heir exarcise price is below the average market price.

Ir relation to dittive options to acguire cidinary shares, the calculation of diluted eamings per share 15 performed
tyy adding to the dencminator only those patential shares that are deemead in accordance with Australian Accourting
Standard AASE 1027 to have been issued for no consideration. Assumed earmings from proceeds are not added to

the numeraion

The number of shares deemed to have been issued for no consideration is the difference hetween the number of
shares that were issuad at exercise price and the number of shares that would have been issued at average market

orice for actual proceeds,

Ne options have heen included in the determination of hasic earnings per share. Detals relating o oplions are set out

in the Directors” Report.
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Statemernts

Country of

Incorporation

McPherson's Limited Agsstralia
Controffed entitios of McPherson's Limited

Domenica Pty Lid Austraiia

Owen King Holdings Australia Pty Lid Australia

McPherson's Printing Pty Lid Austraiia

vavad Products Pty Lid Australia

MePherson's Consumer Products (NZ) Limited formerty Wiktshire (N2} Limnited)
G47413 Limited
718932 Py Lid
McPherson's Housewares Pty Limied
Cork international Moidings Limited §n figuidation)
Mciherson's Consumer Products Pty Lid formerly Corl International Pty Lid)
Cork international Pte Lid
GN Holdings Pty Ld
Mutix Py Lid
Brand Equity International Pty Ltd
Accanta Health & Beaugy Py L1d
Mciherson's America Inc.
MePherson's Publishing Inc.
Regent-Sheffield Lid
Mciherson's Hong Kong Limitad
MePherson's Consumer Products (MK} Limited formerly McPherson's CPG Limied)
Cork International Far East Limited
mMciPharson's (UK) Limited
Richardson Sheffield Limited
V. Sabatier Limited

FReviect Py Lid

MNew Zealand
Australia
Austraiia
Australia

United Kingdom
Australia
Singapore
Australia
Austraiia
Australia
Austratia

USA

USA

USA

Hong Kong
Hong Kong
Hong kong
United Kingdom
United Kingdom
United Kingdom

Autstralia

Al investments represent 100% cwnership interest in ardinary shares except Domenica Pty Lid which inciudes 100%

interest i ordinary and preference shares held by McPherson's Limited.

- Al B



Acvpdsitions and disposals of controlted et
Acquisitions

+  Brand Equity International Pty Lid, effective acguisition date 1 July 2004,
+ Accantia Mealth & Beauty Pty Ltd, effective acquisition date 1 July 2004,

+  GN Holdings Py Lid, effective acquisition date 1 October 2004,

+ Multix Pty Lid, effective acguisition date 1 October 2004,

Dispasals
+  McPherson's Enterorises Pty Lid was sold effective 1 October 2004,

Amalgamations

+  Cork International (N2 Limited and Wiltshire (NZ) Limited were amalgamated on 1 January 2005 to become
Wiltshire (NZ) Limited which changed its name an amalgamation to McPherson's Consumer Products (NZ)
Limited. With effect from the amalgamation date, Cork Irernational (NZ) Limited ceased 1o exist.

Belated parties
Directors and spacified executhes
Details relating to the insurance of Directors are included in the Directors” Report.

Transactions with MoPherson's Limited or its controfied entities:
Somée currerd Directors of controlied erities of Mol*herson's Limited are associated with firms which derive income

for services provided to the economic ergity. These transactions are conducted on a commercial Dasis with conditions

nc more favourable than those available 1o outside parties.

Mr B Duncan and Ms AL Hutcheson, who were Directors of a United States controlled entity dusing the year,
are a principal and employee respectively in the law firm J.B. Duncan P.C. This firm renders legal advice 1o certain
controlled entities,

I

potors” shares/options
Transactions of Directors and Director related entities concerning shares or share options are set out in the
Directors” Kepot,

A transactions refating to shares and dividends wara on the same Dasis as similar transactions with other sharehoiders.

Wholly -.owmnad roup
Transactions betwean McPhersen's Limited and its cortrodled entities in the wholly-owned group during the year
consisted of:

Amounts advenced to and by McPharson's Limited
Amounts repaid 1o Mcl?herson's Limited

Amounis borrowed by MclPPherson's Limited
Payment and receipt of interest on certain loans
Payment of dividends to McPherson's Limitaed
Purchase and sale of goods

Receint and paymert of rent, management and licence feas




T

3

£,

S T W | S S e e gt Ay e |y e P R B,
Notes 1o and forming part of the Financial Statements
Consolidated Parent Entity
#HIE 2004 ikt 20104
SO0y $0007 SO 000
Hefated parthes sentinued
Related party transactions reported efsewhere:
The aggregate amounts of transactions with related parties
not reported elsewhere were as follows:
LB Duncan R.C. 13455 14,307

ok

Related party transactions and balances
Redated party transactions and balances are shown throughout the financial statements as ioiows:

Note Number

Interast received/receivabie 2
Investmert in controlied entities 29
Director and executive disclosuras 7
Amounts receivable from controlled entities o, 12
Amounts payable to controlled entities 16, 19
Superannuation funds 31

SR anTRIALION COTTHbTES

McPherson's Limited and its cortrolled entities contribige to a number of superannuation funds. The funds provide
benefits on a cash accumalation basis {or employees of thelr dependants on resignation, retiremery, total and
permanent disablement or death. Benefits are based on the contributions and net income therecn held By the funds
on behall of their members. The level of these benefits varies according to the fund 1o which the employee belongs.
Compary contributions to ali superannuation funds are legally enforceaile. Contributions may be made by the
member in addition to Compary contributions, as specified by the rules of the fund.

McPherson's Limited cutsources the superannuation function throughout the Group, and therafore does not sponsoer
ary superannuation: funds or pension schermes.
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Floves toy the staterments of cash flows

Reconciiation of ret cash |:.‘;r<.‘j’s.fi<.*e-‘:<.‘ Dy operating
activities o operating profit afey ncome ax

Operating profit after income tax

Amortisatior: of goodwill and other intangibles
Gepreciation/other amortisation

{Profit)/less on disposal of property, plant and equipment
Profit on disposal of cordrolled entity

Finance charges included in lease payments

Nen cash dividends

Beht forgiveness

Prosdsion for realisation of investments in contrciled entities

Operating assets and liabifities, excluding the
effects from purchase or sale of businesses

ncreaselidecrease} in creditors and borowings
ncreaselidecrease} in cther provisions
ncreasel{decrease) in employee entittements
ncreasel{decrease} in 1ax payable
Increase)/decrease in receivables
Increase)/decrease in inveniones

Net cash inflow/{outflow} provided
by operating activities

Acopdsition of controlled entity/Dusinesses
Fair value of identifiable net assets acquired
Cash

Heceivables

inveniones

Fart and equipment

Brandnames

Other intangibles

Fugure income tax bhenefi

Payalbies

FProsdsions

Frovisicn for income tax

Finance leases
Goodwill on acquisition

Total consideration

Consolidated

Parent Entity

0 2004 FO05 2004
SO0 $000's SOV $000's
18458 16,811 PR 1,179
7,00 4,329
5987 5,991 57 120
{ras) 197 {H 3
(3,871 - (4,938
71 125
(50 (50 (38,178
- {10, 627) 4,304
- FaNIty
(5,119 {800) {1,945 (1.023)
(495 1,807 HE1 457
(139 1920 (40 4
(5, 458) 309 (9,443 (7.267)
2,508 7,956 5,064 3.059
1ieg 2,114
H AR 37.869 (41,000 9.836
2o 1,517
iRt 16,170
G, a5t 7,032
BEA 4,809
HA AT 15,508
2 a6
Bk 1,326
(449 110.074)
(4,075 (4,498)
(4,874 1B86)
- (1,587)
A%,448 29,223
B1ER 65,344
91,075 94,667

T
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Consolidated Parent Entity
A5 2004 A5 2004
s 0005 BRI $000
Motes o the statements of cash B0ws cosineed
Dutfiow of cash 1o aoquire controlicd
ertity/husing 3
Tatal consideration B3R 94,657 0,467 90,876
Less: {ash acguirad {Z Bas 1.517)
Shara issue {10, BREY {1, BEAY
FPravision for fuiure costs (Bi4) {0
Plus:  Paymerts for previous acolisition TEE 2h8 TR
Met cash cutfiow A6 93,408 TR 90,876
Disposal of controfied entity/business
Details of disposals during the financial year
are as folows:
Proceads from disposal TG00
Costs refating 10 disposal {6}
ThEGE
Book value of net assets disposed of
Receivables 842
INvertones 4
Flant and equipmert 2804
Deferred tax assets 437
FPayables e
Provisions (LR
T BT

- Al B
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Financiyg faciiles

The ceonomic entity has available to it a commitied
financing facility of $172,715,000 at 3G June 2005,
As at the end of the financial year $142,068,000 of
thase faciities were Utiised. Faciities in the main are
able to be transferred between the parent entity and
other members of the economic ertity. Interast rates
on all facilities are variabie,

Unrestricied access was avallable at balance date
to the folicwing lines of credit:

Total facifities

Bank overdrafis

Bank lnan faciities

Used at batance date
Bank overdrafis

Bank lnan faciities

Unused aft balance date
Bank overdrafis

Bank lnan faciities

Ernrdoyes bernelits and refated
eresosts Habilities

included in ather creditors - currers (Note 16)
included in restructure costs Note 16)

ncluded in other provisions (Note 18

Provision for employee entitlements - currert (Note 18)
Provision for empioyee incentives (Note 18}

Provision for emeioyee entitlements -
non-curent (Note 21

Aggregate employee benefits and related
on-costs Habilities

Employes numiers at 30 June

Consolidated

Parent Entity

2O 2004 005 2004

SO0 3006 LA 3000
KR 3.943
TS0 T27.000
TEE TR 124,943
GE -
TEE G0 36,000
TaE O0E 36,000
Ea47 3.943
& 000 35,000
L6447 38,943
a64 1.022

any 1.568 700

R 42 BH)

5 R48 6,088 R13EE 428

4 5H 1.588 397

o 2.3m FhE 237

L0685 13,0494 1,545 1.762

Number Number
205 2004 A5 20064
TR 1.446 & 15

H
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Statements

et of adopting Australian eguivaients w IFRS

The Australian Accounting Standards Board {AASE) is adapting intermational Financial Reporting Standards (IFRS) for
application to reporting pericds beginning on ar after 1 January 2005, The AASB has ssued Australian eguivalents 1o
IFRS, and the Urgert 1ssues Group has issued interpretations corresponding to JASE interpretations originated by the
International Financia Reporting Interpretations Commitiee or the farmer Standing Interpretations Comimittee. These
Australian eqguivalents to IFRS are referred 1o hereafter as AIFRS. The adoption of AIFRS will be tirst reflected in the
consolicated ertity’s fnancial statemerits for the half-year ending 31 December 2005 and the year ending 30 June 2006,

Entities complying with AFRS for the first time will be required to restate their comparative financial stalements 10 amounts
refiecting the application of AIFRS to that comparative period. Most adjustments required on transition to AIFRS wil
be made, retrospectively, against opening retained camings as at 1 July 2004,

The consolidated endity has established a project team to manage the transition to AIFRS, inciuding training of relevart
staff and system and internal control changes necessary 10 gather all the required financial information. The project
team is chaired by the Chief Financial Officer and reports 10 the Audit Risk Management and Compliance Committes
or directly 1o the Board of Directors.

The project team has analysed all of the AIFRS and has identified the accounting policy changes that will be required.
In some cases choices of accounting policies are available, including elective exemptions under Accounting Standard
AASE 1 First-time Adoption of Austratian Equivalent to International Financial Reporting Standards. The choices have
been analysed 1o determing the most appropriate accounting policy for the conscliidated entity.

The known or reliaizy estimable impacts on the financial report for the year ended 30 June 2005 had it been prepared
using AIFRS are as follows. The expected financiad effects of adopting AIFRS are shown for each line item in the

statements of financial performance and statements of financial position, with descriptions of the differences. Mo
material impacts are expected in relation to the statements of cash flows.

Althotgh the adivstments disclosed in this note are based on maragemeant’s bast knowledge of expected standards
and irtarpratations, and current facts and circumstances, these may change. For example, amended or additional
standards of interpretations may be issued by the AASE and the IASE. Therefore, urtl the Company prepares its
first full AFRS financial statements, the possitiity cannot be excluded that the accompanying disciosures may have

10 e adjusted,




Staternent of Financial Performanoe
Consolidated Parent Entity
Existing Effect of Existing Effect of

GAAP  Change AIFRS GAAP Change  AIFRS
Note $000's  $000's $000's $000's $000's $000's

Revenue frorm ordinary activities

Sales Revenue {fy 344,730 (Z0.6R8) 324,071

Proceeds from disoosal of controlled entity (e 16,000  (18,000) 143,964 (10,964} -
Gividend received/receivabie | | 34,000 - 34,008
Gebt forgivenass 10,627 - 10627
interest received/receivable 129 129 42 42
Proceeds from disposal of property, plant

and equipmeant )] 2,458 (2,458 13 {134

Hental 27 27
Royalties 68 68 1.245 1,245
Other 955 958 2,745 2,746
Met profit from disposal of progerty, plant

and equipment (@) 246 245 7 7
Net profit from disposal of controlled entity (@) 3871 3871 4,247 4,241
Total revenue from ordinary activities 365,093 {34,998) 330,095 59,673 6,729, 52944
Exponses from ordinary activities

Matenals and consumaties usad 150,804 - 1h0,800 -

Empioyee costs o) 71,960 08 72,658 1,741 g 2,449
Martal expenses relating 10 operating leases 10,803 - 10,803 8a 83
Amortisation: of goodwill and other intangibles (1) 7,230 6.224) 1,006

Brandname impairmernt (1) 1,734 1,734

Gepreciation/other amortisation 5,982 5,082 he he

Customer allowances and ce-operative

advertising {f1 21,676 (21.676)

Advertising and promotioral {fy 8946 1017 16,013

Hepairs and maintenance 2,852 2,832 3 3
Cartage and fraight 9,629 - 9.629 -
Hastructure costs () 1,040 3071 1,341 {B64) (64}
Book value of property, plant and

equipment disposed )] 2,210 (2,210 I e

MNet assels and costs associated with

disposal of controlied erty e 12,129 {12,129 6,723 {6,723}

Provision for diminugon in asset

realisabie value 2,48 2,487

Provision for realisation of investment

i controlied entities 20,7007 20,707
Other expenses from ordinary activities () 22,368 875 23.243 1,101 1,101
Total expenses from ordinary aclivities 330,745 {37.604) 292,541 25,852 B.021 2380
Borrowing costs expense {163,769 - {10,7689) | (10,018 - (10018
Profit from ordinary activities before

income lax expense 24,179 2606  26,78h 19,803 (708, 19,005
income tax expense (4,721 Ba7 (3,864) 2,766 {16 2,750

Profit from ordinary activities after
ncome lax expense 19,458 3463 22921 22,569 (724 21.845
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frespraet of acdopting Australian
gopdvalents 1o RS womineed

Siatement of Financial Parformance
feosinand)

Profit from ordinary activities after
ncome tax expense

Net exchange differences on translation
of {oreign controfed entities

MNet increase in share hased
PAYIMENs reserve

Totai revenue, expenses and valuation
adjustiments recognised directly in equity

Totat changes in equity other than those
resulting from transactions with
shargholders

Basic earnings per share

Diluted earnings per share

- Al B

Statemernts

Consalidated Parent Entity
Existing Effect of Existing Effect of
GAAF Change AIFRS GAAl?  Change  AIFRS
Note $000s  $008's $G00's $000's $000's  $000s
19,458 3463 22927 22,564 {724)  21.845
{1.493} {1.493)

() FRL: 708 708 708
{1.493) FRL: (785 708 708
17,965 4971 22936 | 22560 (16) 22,553
Cents Cents  Cenis
33.2 h.g 391
32.9 h.g 38.8




Staternent of Financial Posttion
Consolidated Parent Entity
Existing Effect of Existing Effect of

GAAP  Change AIFRS GAAP Change  AIFRS
Note $000's  $000's $000's $000's $000's $000's

Current assets

Cash 2,358 2,356 4 4
Receivables (a3 50,842 - B(,887 2,932 (1358 2,793
nveniones 51,211 - h1,211 -

Deferred tax assets (@ 3,979 3,979 3,666 {3,103 563
Other 287 282

Total current assets 108,762 - 108,762 6,602 {3.242 3,360

Non-current assets

Heceivables - | 115000 - 115h,006G
Other financial assets 3494 388 | 180.081 - 180,081
Progerty, plant and eguipmesnt 32,967 - 32,967 1.676 - 1.876
ntangibles (a)s) 160,147 3,747 183,939 10,156 {6.0063 4,156
Deferred tax assets (ai 2,280 2,280 2,266 {1.651) B15
Total non-current assets 215,842 3747 219,584 | 308,379 {7.651 301,728
Total assets 324,604 3747 328,346 315,987 (10,893 305,088

Current fighifities

Payalies (ay 38143 - 38143 6,723 {3103 3.620
inferest bearing liabiities 246 256 6,449 6,409
Provisicns 11.204 - 11,204 1.428 1.428
Current tax liabilities 1612 1E12 1,664 1.664
Deferred tax labilities (ai 140 140 140 (139 T
Total current fiabilities 51,395 - 51,395 16,454 {3242y 13212

Non-current liabilities

Payalies (@ - | 35,583 {2898 3289
inferest bearing liabiities 142,552 - 142,552 | 142,000 - 142,000
Prowisicns 2,644 - 2644 692 592
Deferrad tax labilities (@ 2412916 12,940 1.247 1.247
Total non-current liabilities 145,220 12,9%6 158,136 | 178,285 {1,651} 176,634
Total Habilities 196,615 12,916 209531 | 194,739 {4.893) 189.848
Net assels 127,989 (9.174) 1a.81s | 127,242 {6000 115,242

Shareholders’ equity

Share capital (ai 101,666 322 101,988 | 101,666 322 101,988
Hasernes hiic) 3,064 M,776) (1,722 6,831 {4,776} 2,005
Opening retained profits (aibiclioy 15,999 8,183 7.816 2,364 B2 1,542
Current year profits (aibicligy 19458 3463 22,92 22,5649 {724y 21.845
Givicends paid (12,188) -~ {12188 | (12188 ~ (12,188
Total shareholders’ equity 127,989 (9,174) 118,815 | 121,242 6,000 115,242




Notes to and forming part of the Financis
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et of adopting Australisn sauivalents o IFRS pentineed
Notes explaining the impact of the statements of financial performance and financial position: are set out below:

Incoms e

Under AASE 112 income Taxes, defemad tax balances are determined using the balance sheel method which calculates

temporary differences based on the carrying amounts of an entity’s assets and fabilities in the statement of financial

position and their associated tax bases. i addition. current and deferred taxes attributable to amounts recognised
directly in equity are alse recognised directly in ety

This will result in a change 10 the currert accourting poficy, under which deferred tax balances are determined using
the income statement method, items are only tax-eifected if they are included in the determination of pre-tax accounting
profit or less and/or laxable ncome or loss, and current and deferred taxes cannat be recognised directly in equity.

the palicy required by AASE 112 had beer applied during the year ended 30 June 2005 the Iollowing would have
restitted:

Aryincrease in total consolidated deferred tax kabiiities of 512,916,000 at 30 June 2005 wouid have been recognised
COMRisng:

il Anincrease in deferred tax labilties of $6,13%,000 relating to the recognition of deferred taxes on brandnames
hetd at 1 July 2004, with a mrroa;‘;onc ing reduction: of $5,139,000 in retained profis at that date.

{ii Anincrease in deferred tax labilities of $7.297.000 relating to the recognition of deferred taxes on brandnames
acquired as part of a business combrnaﬂorz during the year ended 30 June 2000, with a corresponding increase
of $7.297,000 in goodwil.

{i) A decrease in deferred 1ax labiities of $520.000 reflecting the tax effect of brandname impairment during the year
ended 30 June 2005, with a corresponding reduction of 3520000 i income tax expanse.

A decrease in total parent entity deferred tax assets of $4.754.000 at 30 June 2005 wolkd have been recognized relating
to deferred tax assets of wholy owned Australian subsidiaries previously recogrised by the patent entity. The Urgent
Issles Group has recently arnounced changes in the recognition of tax amounts under the tax consolidation ragime
under AIFRS, and as & resull, wholly ewned subsiciaries in the tax consolidated group will be required 10 recognise
their owr deferred tax halances.

Anincrease iy 10tal parent entity deferred tax labiities of $1,7108,000 at 30 June 2005 would have Deen recognised
COMyarising:

il Anincrease in deferred tax labilities of $1,247.000 relating to the recognition of deferred taxes on brandnames
acquired as part of a business combrnaﬂorz during the year ended 30 June 20040,

{ii A decrease in deferred tax fabilities of $139,.000 relating 10 deferred tax fabiities of wholly owned Australian
subsichanies previousty recognised by the parert entity,

In addition, the tax effect of transaction costs on share issues would have Been recognised directly in eguity. resuiting
in & decrease of $306,000 in retained profits at 1 July 2004, an increase in curant income tax expense of $16,000
and an increase i1 share capital of $322,000 in both the conscidated and parent entlty financial statemerds.

The tax effect of the reversal of provisions fefer {g)) in the consalidated financial statements would have resuited in an
increase of $353,000 in deferred tax assets and a decrease of $353,000 it income tax expense. These amounts offset
the adjustments required 1o deferred tax assets and retained profits as at 1 July 2004,

ntangilde assels
Urder the AASE 3 Business Combinations, amortisation of gocdwill will be prohibited, and will be replaced by annual
impairment testing focusing on the cash flows of the refated cash generating unit. This will result in a change to the
cuirrent accounting policy, under which goodwill is amortised on a straight ine basis over the period durng which the
benefits are expected to arse and not exceeding 20 years.

If the policy reguired by AASE 3 had been applied during the year ended 30 June 2005, consalidated goodwil
at 30 June 2005 wolid have been $6.224,000 higher and consclidated amortisation expense for the year ended
30 June 2005 would have been $6,224,000 lower. There would have been no impact on the parert entity’s
financial statements.




Under AASE 138 infangible Assers, iternally generated Drandnames must not be recognised as an asset. in fransitioning
o AIFRS, internally generated brandnames currently caried at $6,000.000 will be derecognised with effect from

1 Juty 2004, by reversing Bis valtie against an existirg assel revakiation reserve of $6.000.000. In addition, brandnames
have in general heert valued by Directors as an asset class and any valuation decrements offset against valuation
increments. The transition 1o AIFRS will require valuation decremaents (o be reflected as a reduction in the camying
value of brandnames. An amourt of $2,045,000 will be made retrospectively as an adiustment against retained profits
as at 1 July 2004, reflecting the reduction 1 the carrying value of brandnames at that date. If the policy required by
AASE 138 had been applied during the year ended 30 June 2005, brandnames at 30 June 2005 would have baen
$1.734,000 lower and consclidated brandname impairment expense for the year ended 30 June 2005 would have
beers $1,734,000 higher. There woldd have beert no impact in the parent entitys financial statemeris.

Acquired brandnames that will continue 10 be recognised wili not be amortised under AASE 138, as Directors
consider these to have an indefinite fife. These brandnames will be subject 10 an annual impairment test,

Eouiity-baset compansation berefis
Under AASE 2 Share-based FPayment, from 1 July 2004 the group is required to recognise an axpense for those
OpHEens that were issued 10 employeas DUl had not vested by 1 January 2005,

This will resUlt in a change o the curent accounting policy tnder which no expense s recognised for equity-based
compensation,

If the policy required by AASE 2 had been applied from 7 July 2004 and during the year ended 30 June 2005,
consciidated and parent entity retained profits at 30 June 2004 would have beert $1,224.000 lower, with a
correspending increase in the share-based payment reserve. For the year ended 3G June 2005, the consciidated
and parert ertity employee benefits expense would have beert 708,000 highes with a corresponding increase in
the net mavement in the share-hased payment raserve.

Firancial nstruments

The Groug will be taking advantage of the exempiion available under AASE 1 1o apply AASE 132 Financial
Instrurments: Disclosure and Presentation and AASB 139 Financial Instruments: Recognition and Measurement from
1 Judy 2000, This allows the Group to apply previocus Australian generally accepted accountng principles (Australian
GAAP) to the comparative information of financial instruments within the scope of AASE 132 and AASE 139 for the
30 June 2006 finrancial raport.

Undar AASE 132, the current classification of financial nstroments issued Dy entities in the consolidated entity would
net change.

AASE 139 is likely to have the following impact:

i Classification and measuremment of financial assets and liabitities
Under AASE 139, financial assets held by entiiies in the consclidatad entity will be cClassified either at fair value
through the profit and loss account, held to maturity, availabie for sale. or loans and receivabies and, depending
upon classification, measured at fair value or amortised cost.

Under AASE 134, investments i

«  Non-traded equity securities will be classified as available for sale and measured at fair value, with changes
in fair value recognised directly in eguity untl the underlying asset is derecognised; and

+  Leans and receivables and financial iabilites classifications will rerain unchanged. Measurement of these
instrosments wilt initially be at fair value with subseguert measurermaent at amortised cost, using the effective
interest rate mathod.

This will result in a change ta the current accourting policy, under which financial assets are catried at the lower
of cost and recoverable amouri, with changes recognised in profit or 10ss.

As aresult of the application of the exemption referrad 10 above, there woudd have been no adiustment 1o
classification or measurement of financial assets of labilites irom the application of AIFRS duiing the year ended
30 June 2005, Changes in classification and measuremant will be recognised from 1 July 2005,
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o Financial Instromisnls continued
i} Cash flow hedges
Under AASE 138, foreign exchange and interest rate contracts held for hedging purposes wifl be accounted
for as cash flow hedges. Changes in the fair value of those contracts will be recognised directly in equity untl
the hedged transaction occurs, in which case the amounts recognised in equity will be included in the inlial cost
of the assets acqLuired,

This will restdt in a change to the curent accounting policy, under which the costs or gains afising under cortracts
together with any realised or unrealised gains from re-measurement are included in assets or labilities as deferred
Iosses of deferred gains.

As a result of the apolication of the exemption referred to above, there wolkd have been no adiustment to classification
or measurement of cash flow hedges from the application of AIFRS during the vear ended 30 June 2005,

Changes in classification and measurement will be recognised from 1 July 2008 as a result of the exemption,

B Revenue disclosures in relation o the sale of non-curvent assets
Lrder AIFRS, the revenue recognised in relation to the sale of non-curent assets is the net gain on the sale. This is
in contrast to the curent Austratian GAAP treatment under which the gross proceeds from the sale are recognised as
revente and the carrying amount of the assets sold is recognised as an expense. The net impact on the profit o 10ss
is il

{0 Sales revenus
Urider AFRS, the consolidated group will recognise sales revenue net of customer aliowances. This is in contrast with
the current reatment under Australian GAAR whera sales revenue s recognised net of retums, duties and taxes only.

gy Provisions
A more striingert aporoach o provisioning will be adopied under AIFRS. A review of provisions undertaken as part
of the transiion to AIFRS indicated that a decrease of $1,176,000 i required 1o provisions at 1 July 2004, with a
coresponding increase in retained profits of $823,000 and decrease in deferred tax assets of $353.000.

For the year ended 30 June 2005, the above adiustments to provisions and deferred 1ax assets would reverse,
with a corresponding decrease in ncome tax expense of $353,000.

B4




areticlding information

The shareholding informaticn set out below was applicable at 1 September 2005,

1y

whare Capital

As at 1 September 2005 the ordinary shate capital in the Company was held by the folicwing number of shareholders:

Shares Shareholders
T- 1,000 2,897
1.0G7 - 5,000 2,109
5001 - 30,000 By
TGO - 100,006 378
G000 and over 34
Total 5,545
Hodding fess than a marketable parcel el

Yestinng Righds
Each ordinary share on issue entitles the holdesr 1o che vote,

werty Largest Sharehodders as a1 7 Sepmember 2005

No. of Shares %

National Nominees Limitad 8,553,617 11.04
nvia Custodiars Pty Limited (BLACK AJ/C) 6,337,674 10,63
Thorrey Pty Lid £,300,000 10,55
JP Morgar: Nominees Australia Limited 3,920,802 6.57
RBC Global Services Australia Nominees Pty Limited [GSIBW AC) 3,272,057 548
AME Life Limited 2,214,158 377
Citicorg Nominees Pty Limited 1,509,014 2.53
Cogent Nominees Pty Limited 1,431,534 2.40
Ledsnad Pty Ltd [THE KING FAMILY A/C) 1,161,439 1.95
Wastpac Custodian Nominzes Limited 860,182 1.46
RBC Global Services Australia Nominees Pty Limited (BXCUST A/C 859.088 T.44
ANZ Mominees Limited (CASH INCOME A/CH 808,974 1.36
Cogent Nominees Pty Limited {SMP ACCOUNTS) 754,660 1.26
UBS Nominees Pty Lid [PRIME BROGNG AC) 653,224 1.16
Citicorp Nominees Pty Limited (CFSIL CWLTH ShL COS 2 AC) 314,240 (B3
Citicorp Nominees Pty Limited [CFSIL CWITH BOFF SUPER AC) 250,286 G.4G
My Trevor Bruce Winston Ward 260,000 (.44
Mr David Joseph Allman 250,000 (42
Navgmow Pty Limited 247 644 (.47
MSBC Custody Nominees (Australia) Limited 263,713 .41
38,325,927 64.22

Sesbstantial Bhareholdors

The foliowing is extracted from the Company’s Register of Substantial Shareholders as at 1 September 2005:

Mo. of Shares

i ast Nofified

Thorney Pty Lid 11,728,202
Paradice Cooper Investors Pty Lid 4,071,331
AME Lirmited 5,436,601
Jerking Investmant Managemet Pty Ltd 3526160
Goldman Sachs JBWere Group Holdings Pty Lid 3,078,609

9 July 2003
14 July 2004

30 Movember 2004

3 May 2005
28 July 20045

Listingg

McPherson's Limited shares are listed on the Austraian Stock Exchange, with Melbourne as the home exchange.
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Cor Lt ter Directo Fy

haebhwrsor’s Limitsod
ACH G04 GH8 419

McHherson's Limited is a company limited by shares,
incorporated and domiciled in Ausiralia, Its registered
office and principal place of business is located an

& Dunlop Road

Mulgrave Victoria 31706
Telephone: ((03) 9566 3300
Facsimile:  ((G3) 9574 9075
mesorp@mephersons.com.aul
WA MCDRETS0NS.COM.al

Comypany Secretary
FriE Bennett

Auditors
PricewaterhouseCoopers
Freshwater Place

2 Scuthhank Boulevard
Scuthbank Victoria 3006

Soficitors

Aliens Arthur Robinsan
530 Coling Street
Meioumne Victoria 3000

Cowley Hearne

Level 16

60 Miller Street

North Sydney NSW 2060

Share Registry

Computershare nvestor Services Pty Limited
Yarra Falls

452 Johnston Streat

Abbotsford Victora 3067

Telephone within Australia: 1300 85 05 05
Telephone outside of Australia: +61 3 9415 5000
Facsimile: {03) 9473 2500

Wiy, ComEUtershare, com

Sharefioider Enquiries

Sharehciders who wish to contact the Company on any
matiar related to ther shareholding are invited 1o telephone
or write to the Share Registry. s important that shareholders
notify the Shate Registry in writing if there is a change to
their registiered address. For added protection, shareholders
should always quote their Shareholder Reference Number

{SRNM].

Comprehansiva information about your shareholding can
be oiained on the ntermel at www.computershare.com,
or via the Company's wels site al wAwwWmEphersens.com.al.

Groug Management
David Allmar
Managing Director
MePhaerson's Limited

Phil Bennists
Chief Financial Officer
mMePherson's Limited

MePherson's Consumer Products Division
Mark O'Kelly

Managing Director

MePhrerson's Consumer Products Py Lid

Paul Mitchell

General Manager

mMePhersan's Consumer Products (NZ) Limited
New Jealand

Sammy Chan

Managing Uirector

mMeFPherson's Consumer Products (HHE) Limited
Hong Kang

Musitix

Paul Magura

Chief Execttive Officaer
MLdtx Pty Lid

MePherson's Printing

fian Fahy

Chief Executive Officer
MePhrersors Printing Pty Lid
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