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Diear Shareholder,

it gives me great pleasure to welcome you for the first time as shareholders in the now
outicly listed Nick Scal Limited.

As you will have noted from our financial resuits announced back on August 30, 2004,
we have begun well and the operational details are covered extensively in the Managing
Director's report that follows, Your Board is certainly pleased with the early progress made
as we transition from a farmily company to & pubiic company, | can assure vou that vou can
have confidence in the management's ability to continue to develop the business. From a
Board perspective, the management are proving 1o be relisble and exdremely compstent in

meeting their forecasts and chjectives.

[ believe that we have established the correct structure and ground rules for sound
Corporate Governance, All the relevant committeas have been formed and begun meeting
reguiary 1o ensure that the Company complies with all its obligations, laws and regulations.
We believe that we have a good balance on our Board of executive and non-executive
directors, and of industry experience and corporate regulatory experience,

The Company is working 1o the plans and strategies outlined in some detall in our May,
2004 Prognecius and vour Board s confident that the Company will deliver the forecast
growih in revenues and new stores that are our stated obiectives,

Cince again, thank you for your confidence in becoming a shareholder.

Yours sincersty

John Ingram

Chairman







it has been a very exciting year for Nick
Scall as the Company has moved from
neing a 40-year-old family owned business
to a publichy listed company,

We are pleased with the way our pubic life
has begun. The Company delivered a
financial result for the vear ended 30 June
2004 that was ahead of our Progpectus
forecasts and achieved substantial growth
over the corresponding period in 2003,
Sales for 2004 increased by 20% on 2003
to $43.4 milion with same store growth of
14%. This was a good result, particularly
from a same store parspective, which had
heen forecast at only 10%. Sales are
expected to increase significantly again for
the 2005 year, due to new store openings
and continued comparable store growth.

Eamings Before Interest & Tax of $9.2 milion
and et Profit After Tax of $6.7 million
amounted o a £0% and H0% increase
respactively on the 2003 year (after
excluding the profit after income tax of
£2.8 million, arising from the sale of the
Aunum, NSW property), and excesding
the FProspecius forecast by 8.2% and
8.7% respectivaly.

Our new store in Fyshwick, ACT, which

openad on 1 Aprdl 2004, performed well
ahead of expectations in terms of sales
orders. A new store will generally only
bhecome orofttable in the fourth month of
operation, due to the lag time between
sales orders ransforming into sales (when
the goods are delivered to the customer),
Herce the Company i expacted 1o recaive
a full vear's profit contrbution in 20085 from
the ACT stare,



n addition to planning and opening new
stores, the Compary is continuously
refurbishing and updating existing ones with
our improved presaniation designs, Our
ogistics and warehouse team is endlessly
Imnproving storage and stock movernart
gysiems 1o increase efficiency. We helieve
we have some guite unigue storage
gystems that provide substantial operational

cost savings.

Marketing our product and brand is an
mportant part of driving sales and
cansiderable effort s made to provide
nteresting events and innovative offers to
potential and existing customers, As our
store network grows in each market, we
expact 1o achieve further economies of
scale in our advertising, alowing for a larger
mix of media to be used.

The Company's information systems have
neen its strength during the growth of the
nusiness, More sophisticated programmes
are regularly added to provide vital
efficiencies and informeation for sales,
purchasing and distribution,

fam looking forward with confidence 1o the
ongoing development of the business and
more specific information regarding our
strategies is outlined in the fallowing pages
of this Annual Report,

Pwolld ke 1o take this opportunity in our
first Annual Beport as a public company o
thank my fellow dirsctors for their support
and guidance. Also, Wilson HTM, Emst &
Young and Coudert Brothers for their
assistance fwough this transitional perod.

Pwould also ke to thank st our staff for
their dedication and hard work which has
enabied hoth a seamiess rangtion o the
rigours of lfe as a public company and has
also helped deliver an outstanding inaugural
financial result,

=

Anthony Scali
Managing Director






]

The market in which Nick Scall operates
has continued to demonstrate strong
consumer confidence and our business
hags henefited from a resilient and robugt
Australian economy.

According to 1BIS World estimates, the
furmniture retailing industry generated revenues
of $4.2 hilion during financial yvear 2003
(the maost recent figures available),

Approximately 91% of this spending related
o the furniture and mattresses’ segment,
according to the 1996/1999 Australian
Buraau of Statistics (ABS),

resvethy,

- AN

This iz the area of bhusiness in which Nick

Scall operatss,

The growth in the Nick Scali business

has been consistent, despite reports of a
slowdown in new housing starts, From a
fumishing perspective, the renovation market
g a3 important as the second home buyer,
This is one of the key reasons for the
Compary's strong growih performance,

Nick Seall has delberately focused on the
35-HH age demaographic, Feopie in this
widespread group are inoking 1o replace
fterms of furniture after renovating, or




following the purchase of thekr second
home, These huyers are less price driven
and are generally concentrated in the
micldle to upper income bracket.
Statistics show that households in this
income bracket account for 78% of all
fumiture purchases in Australia.

The Australian population is becoming
weatthier and older. The increasing affluence
combined with an ageing population will
cortinue 1o provide appartunities for our
husiness to extend hoth markst presence
and markst penatration,

The purchase of fumiture is considered to
De a discretionary ‘big ticket” purchase for
the majortty of consumers. The most rmnent
data from BIS World suggests that demand
is largely driven by the level of household
disposable income. This influences the timing,
guality and quantity of items purchasad.
Hecent media commentany has focusad on
the close link between the increasad wealth
of Australians and the value of thelr primary
horme. Most people are anjoying their
homes by fumishing them to the extent to
which they can afford, They are iooking for
optimai enioyment of their assat.

This s the market Nick Scall Fumiture sesks
to satishy.




Mick Scall has taken the view that sucoess

is based on offering a product that is atways

'up to the minute' in terms of style and
global trends, And making sure that product

s great value,

The Company invests time and money
fraveling 1o key centres around the world
and attending relevant trade fairs. The
business actively monitors fashions and
innovations in contemporany fumitre,

The Seall business model enabies the
Cormpany to be flexible and respond quickly
0 ghyle tfrends. The mechanisms are in place
to continually source guality merchandise
and prasent it 1o consumers while the style
is gtill fresh,

As vital as having the right product for the
farget market, is the presentation of that

oroduct 1o customers. With a current
average store size of 2100sq. metres and
a planned ‘new store’ size of between
2000-3000s0. metres, MNick Scall ensures
a congistent, clean and contemporary
image is maintained in sach store,

Avigit to a Nick Scali store promises 1o

De a rewarding experience. Products are
atiractively aranged in modal lounge, dining
room and bedroom settings enabling
customers to easily visuaiise these settings
in their own home,

s fundamental to the Nick Scali business

that a wvislt to one of our sfores ensures
exposure to a flawlessly presentad

ShOWIoom.







\le have the

The growing affluence of Australian
consumers has made them maore
demanding. This means geting the value
‘ealation’ right has become even more
Important 1o the Company.

The Nick Scall business model is geared
o delivering quality fumiture at great value
o its selected demographic in the 35-55
age group. Typically, these customers are
looking to bath update and upgrade their
furmiture,

MNick Scall products are sold at a 'valus
for money’ price, This is made possible
oy choosing he right product from the
appropriate manufacturer using our volume
ouUving power, sourcing directly from our

Nt value

manufacturers and shipping direct to
customers’ homeas via Nick Soal
cistribution cerdras.

The Compary takes an aggressive
approach o marketing its products,
oroactively diving sales growth by using
television, radic and print advertising to

cemonstrate valle 1o consumers.,

Cn the facing page is a typical press
aclvertisement showing a range of Nick
Scall products. This typifies the 'ouality
and value” marketing undertaken by

the Company.,







The old real estate adage of ‘position,

poaition, posttion' is appliad when it comes
o choosing prime retal iocations for a Nick
Seall store,

Factors include local demography, proximity
0 syneryistic {and even competitor) retalers,
fransport and parking. The proximity of the
store 1o a distribution centre is also an
rmpotant aspact of the husiness model,
The preferred range is within three hours
by road transport,

The Company hag also proven that both
standalone stores and those within the
nuly goods or ‘homemaker' centres work

equally well, giving greater fiexibility in

new site saelection,

The most recent store to open was on

1 Apdl 2004 in Fyshwick, ACT. A prime
example of the standalone success story,
thia store achieved profitabiliy in its third
month, The first two months’ operational
fosses (which were 1o he expected) were
totally expungad by the end of the third
month of trading. This store is already one
of the Company's hest nerdormers despite
ita limited profile to date.

in Queensland, the Company wil open two
new stores in mid November 2004,

i e e £ 5 5
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Located in the Brisbane region, these

stores have been built from the ground up

and wil increase the hNick Scall presence In

South Bast Gueensland to four storas,

This increase in stores in one region is
oarticularly significant in terms of the
cost benefits that result from sharing the
overheads of the Brisbane distribution
centre, Additional stores also contrinute
to the advertising budget, which enables
stronger marketing and advertising
girategies that, in tum, drve further sales
growin in each store.

The Company wil continue 1o sesk new
opportunities to add further stores to the
Brishane distribution centre. Due fo be
opened in January 2008, the distribution
centre will have the capacity to senvice
up to nine siores.

The Compary looks at sites for new store
focations, in both existing and new markets,
on a daily basis, There are still significant
oppornities in the raditional market of
NSW: bhoth In Sydney/Greater Sydney area
and in regional NSW. The Comparyy
believes that the Greaier Sydney area has
the capacity for five additionat Nick Scal
gtares, while there are dlear opporiunities for
giores 10 be located in regional NSW cifies.

The Company is alse considering

opportunities interstate. The strategy would
inciude opening three or four stores
simultaneously o enabie the Company 1o
leverage its infrastructure off a centralised
distribution centre, Using this approach,
the economies of scale and the increased
advertising budget enable profit fo be
generated quickly.

Nick Seall plans 1o maintain s recent
track record of stimuiating growth through
the continued rollout of new siores as
the appropriate opportuniies arse, The
Company has the ability and capacity

o accelerate that growth rate shouid
axcaeptional opportunities presant.



The Nick Scali business model is one that
optimises cash flows. The Compary has a
strong track record in this area when i
opersied as a private family company.

The 2004 financial vear-end resuits show
that cash flow is sufficient fo enable even
e most demanding of expansion

orograms shouid the aporoprate locational
oppotunities arse,

Therefore, the challenge for growth of
oresence fes in finding the appropriate
sftes, not in financially supporting their
development,
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raanonaible for e direction and

supendzion of the Compary's business and forits

overalt corporae governancs, This inciudes ensunng
that internal controls and reporting procedures are
adequate and effectve. The directors recognise the

==

o to mairtain the highest stardards of behavicr,

ethics and acoouniabiity, RBesponaiblity for the

managernent of the day-to-day operstions and

admirisiration iz delegated 1o the Managing Direciorn

The primary functions of the board Bcliuce:

- ormaiating and aporoving the obiectives,
strategies and long-tems plans for the Company's
cortirzed develsgmert and eparation, in
CONjUrncton with management,

- meniorng the implemeartation of these

chiectives, strategies ard long-term plans o

ansure the Company, to the bast of s ability,

dedivers value to sharehoiders;

- approval of Mmanagemernt recommendations on

camital expendinre:

- manioring the Compary's overall performance
and financial results, Ncliding adopting annual
Budgets and approving the Company's financial

aiatemernts;

- ansuring that adecuale ayatems of intermal
control exist and are aperopriately monitorad for

COIHHE0E,

~ selactrg and reviewing the petomance of the

haragirg Director,;

- ansuring sigrificant cusiness risks are identified

and aprropnately managed;

- ansuring that the Compary meets the siztutory,
reguiatory and regoding recuiremans of
ha Australian Stock Exchangs Umited and

recuiresments under the Comorations Act

~- ensuring that the Compary, its directors, officers,
amployees and associates are awars of and

compy with alt refevant lass and reguiations;

- reporting to sharehokiers on peformance; and

- deciding the payment of dividends o
shareholdars,
The Hoeard curently consists of the Chairman, the

MMaraging Director and 2 ron-executive directorns,

The term of drectors” appoiniments is govemed by
the Corstitugicn. Al least one-third of directors, other
thzn the BManaging Director, must retire and seek

re-election at each ann

I QENers T
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Each director has the right of access 1o al relevant
Comgany information and to the Compary's
executives, and, i recuired, may seek independent
[rofessional acddcs at the Companys expense,
The Hoasrd has established ars Audit Committee arc
a Femuneration ana Nomination Committes, From
fime w0 time, the Board may determing to eatabish

apacific purpose sub-commitees to desl wi

SRecic BsLes

spaciiic

The Audt Commitas consists of 3 ron-axecutive

directors, The Charman of e Audit Commiies must

e Charman of the Board, sudit Committee

rct e
meetings witl be held raguiarly throughout the year,

The responsiciities of the Audit Committee are o

- assigt the Board to discharge Tiduciany
rasponsibifies with regard 1© the Company's
accounting, control and repoding practices by
mmonitaring the intema! contro! endronment and

MENAgEMAant cver Corporate assety;

- mdew intemnal controls and any changes thereto
approved and submitied by the Company's Chief

Financial Oificer,

- provide assurance regarding the gusity and
seliahility of francial information used by the
Bosrd and 10 enable the Board to maintain

confidence in the financial reports;

- oversee the activities of the extermnal auct ataf
of the Company and to reviess the Company's
sk management policies and ntemal contro!
[rOCOERas,

- ey andd recommend 1o the Board the adoption
of the Company's arrual fnancial staternents,

inchcing income tax and other fiscal matters



incormarated within the financial siatemenis,

- lisise with and review the performance of the

wited 10 atter

axternal saudtar, whio migy De

ALt Caommitte

rmeetings o discuss finan

matters ard Dusiness risk; and

— revdewy e rigk exposures and oordrols with

respact to existing information technokagy

Sysiams and A tose under development,

The Remuneration and Nomination Commities
currantly conaisie of the whole Board arvd is

resEonsile fo

- reviewing remuneration arangements of senior
management of e Company, ncluding the
Managing Director;

- recommending o the Board any increase 1o
e remunaration of an existing employes of the
Comparsy for which Board approval s reguirad,
and

- recommending o the Board the remuneration
i a nevs senion executive empiovee of the

Compar vy, wICh st | e submited for approval

by the Board,

hie Compary has established s own Code of
Ethica embracing high standards of persons and

corporae conduct, This Code reqguires, among other

things, et every director, offcer, emploves, agert,

sul-Cor
- act honesty and Takly in af dealings;

- undarsiand e regulatory complance

recuiremnents appicabie o helr dulies and

o the

reat those reguirementis as asser
perormance of iose duties,

- co-operae with relevart reguiaiony authonties;

- act professonally and with courtesy and ntegrity;
A

- maintain the confidentiaity of the Compary's
affairs other than as required [y the Compary

o e,

Wractor anc consuiiant of the Comparny must:




John W. Ingram, F.C.PA.
Non-Executive Chairman
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Emoluments® of Directors of Nick Scali Limited
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CDoounation axpe g '..[5,81 2

Actrgisiretion g L 3823

Barcredng L { 22)

Whitten dowr valse of property, plant and equiperens solkd Ty {2d) i
Profit from Ordinary Activities before Income Tax .£_.3,574 9,048
Income Tax Relating to Ordinary Activities 4 T (2;83?} {2,056}
Profit from Ordinary Activities after Income Tax thg ; 6,980
Share 35 e -
Total Revenues, Expenses and Valuation

Adiustments Attributable to Members of

Nick Scali Limited and recognised directly in bquity -
Total Changes in Equity other than those resulting g :

from Transactions with Owners as Ownerg aftributeble .= S

to Members of Nick Scali Limited 6,089 8,980
Basic Eamings Per Share {cents per share) 7 87 Ceﬂts .'

Dituted Earnings Per Share (cents per share} 7 % Centé i

Net Tangible Assget Backing per Share {cents per share) 92 éenté i
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2063
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Cash as
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Total Mon-Current Assets

Total Assets

g5
L

14

15
FPrene wmoo 87 50
Total Non-Current Lisbilittes ey 87 58
Total Liabilittes T 9,926 14,900
NetAssets 7,464 7,208

Ha CUTRAe4 1%

..... e

4,007

Total Equity

7,464
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Net Cash {Used} In Financing Activities

Net increase in Cash Held
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B547

Closing Cash Carried Forward

8,581




{a} Basis of accounting

The financial report 5 a general-purpose financiat

repart, wihich has bheen prepared in accordancs with
the requiremerts of the Corporations Act 2007 inciuding
appicable Accourding Standards, Other mandaiory
professional rend

ting recuiremerda Urgent lssues Group

Conaensus Viewsa) have also Deen complied with,

The financial report ag baen prepared i acocordance
with e historical cost converdion and doas 1ot take irto
groount chanding money valuas o, excent whars slated,

current valsaions of non-curent assets.

{b} Changes in accounting policies
The polcies adopted ae consigtent with those of the

[SFERGLIS YORAL,

{c} Taxes

o faxes

Tax-affect accounting s applied using the dability method
whareby incomes tax is ragarded as an expense and

i caicuiated on the accounting profi after allowing for

parnaret difte

wes. 1o e exent iming diferences

ool between the Ime 1ems are red

statements and wihen fems are taken nto aooount in

deanmining taxable income, the net reiated waxation bhansdit

o liability, calcuiated at cumert rates, is discicsed as a
fugre income @ax benedt or a provision for deferred income
. The net fuiure income tax banetit relating to tax loases

and 'tﬁ:?‘mir';g differences s not camed foraard as an asset

urless e bensfit & vinualy certan of being realised

Gods and Senvices Tax (GET)

Fevenues, expenses and assets are recogised net of
the amount of GST except where the GST incured on a

[Lrcls

tmation authceity, in which case the GET s recognised as

part of the oot of acquesition of the asset or as part of the

expanse fem as apolicable and excapt for recaivables and

payables which ame stated with the amourt of GST noluded.

The net amount of GET recoverable from, or payabie 1o,
the taxation autharity s included as pat of receivables or

pavatias in the Statement of Financial Position.

grized in the financis

ase of goods and services iz not recoverabie from the

Cash flovs are included inthe Statement of Cash Flows

LA

o a gross hasie and the GST companeant of ¢

srising Fom investing and financing activities, wiy
recoverable rom, o payable to, the taxation authority are

classified as oparating cash fkews,

e are disckosed net of

Commitmerrts and conting

e amourt of GST recoverable from, o payvable to, the

tEKAton auhory.

(d} Property, ptant and eguipment

A classes of property, plant and ecuipment are

measured At cost, fess where apolicable, ary

accumulatad deprediation,

fems of propeny, clant and eguipment are depreciated over
heir estimated useld ves, Depreciation s provided on a

afraight line basis o al groperty, plant and aguipmant,

Wajor depreciation periods are:

2004 2003

Cifica Equipmaert QO%WSG% 20%33%

Furniture ard Fittings TO%MBG% 10%-33%

Leasehok] Imarovemearts I_ wane e Leass term

Botor vehicies S 20% 20%

{e} Leases
Leases are chassified at their inception as aither operating

o firance leases based on e econamic substance of the

=0t the riskes and Denefia incidental

wrt 80 A8 10 refl

agre
0 Canershi,

Cnarati W feases

The mirimuny isase payvments of operating leases, wheare

e lessor effectively retaing substartially Al of the risks and
benefits of ownershi of the leased kams, are recognised

A% A exXpEnse on the siraight ine basis,

The lease incentive liakiity in retation to the non-cancelabis

operaling lease iz being reduced on an impuad nterest
basis over the temm of the isase at he rae imgliclt in the
leage. Cordingent rentals are recognised as an expense in

e financial YEREF 1N wiish t“{-“/ are inourred.



Finance laases

Leases which effectively transfer subsiantialy 2l of the ris

and penafits inciderdal o ownarship of the leasad tem
the Company are capitaised at the present vaile of the
NIy lease pavmanis and disclosed as propearty, plart

aNc equinm 135 vsEie

-t under lsase. A lease labililty of ao
i aiad recognized,

Capitalised lsase assets are depreciatad over the shorer of

the estmated usefll #e of the assels ardd the lkase term.

Fio

KNI lease paymerts are allocated bebween interest

ja}

expense and reduction of the isase abisty with the intereat

expense caicuiated using the interest rate mplicit in the

lease and recognisedt divectly in net prodil,

improvements to or on leasehold progerty is

visciosed a3 keasehold i|'1'3*:;r(‘3veﬂ'|en'f_s, ari
amordised over the unaxpired period of the ease o the
eatmated useful Hves of the mprovements, wiichever i
the shorer,

{fy iInventories
lrwericries are valied at the iower of cost and net

realszhie vallle,

Costs incurred in bringing each product 0 its present

loeaton and condition sre accounied for as foliows:

Firdshed Goods - Purchase price pius freight, cartage and

e duties ae inciudaed in the cost of finished goods.,

Stock in transit ia recognised when the tile of the stock

passes 10 the Cormpany.

{g) Employee benefits

Provision is made for emploves benatits acoumulaied as ¢

result of employess rendearing senices up to the reporting

date. Thaese henefits include wages and

adries, arsal

leave ard king senics isave,

Liabiities arising in respect of wages and salaries,

annuat isave, 5(')!'K,] sevisa leave and an Iy Oar anmployes

erfitements expactad 1o be ge i pevaive monihg of

the rencring date are maasured at their nominal amounis

Empkives enefit expanses and revenues ansing in

0t of he following categories,

4, Salanies, non-mone le"”",']”flm anrat lesye,

i(_}r"eq sanice leave and oiher isave entilermsts, and
- cther types of employea benefita

are Charged somnst [ st on a net basis in their

resective categoras,

(h} Foreign currencies

Transiation of Torsign cumency transactions
Transactions in foreign curencias are converted (o loca
curency & the rates of exchange ruing at the date of

e wansaction.

Arnounts payatie to and by the entity that are outstanding at
e balance date and are dencminated in forsign currencies

have bean corvertad to laoal cumency using rates of

axchangs nlling at the and of the financial vear,

Excent for certain specific hadges, all resuling exchange

differences arsing on setilemeant or resettlement are brought

0 acoourt in determining the net profit or kess for ih

2
financial VeI Ay Ty ga'n% ar oosts on entar II“’E’; ahedge ae

deferred and amortised over e e of the contracs

(i) Derivative financial instruments
Forward exchange contiacts

The Cor TIDENY Sniars o § fonaErT exchang e cortracts

where it agrees 1o Duy or sall E'S,O@C,'Ifle{} amounts of 1 foraign

curencies i the fusure at a predeiemined exchange e,

The chiective is to matoh the contract with armticipated funre

cash dows from sales ard purehases in fored A e Wies,

of koss from

10 protect the Company against the possibility
future axchange rate fluciuations, The forward exchangs

contracts are Lsuaiy Tor no ongsr hian 4 months,

Forsard exchange contracts are recognised at the date

e cortract is ertered nte, Sxchange gaing o i0sses on

e SOMracts are | 6(3(’)6(";?“9(3 et prod

T1Erds

fonwarcd exch

axcert those relating 1o hedges of speciic commin

hat are defarred and ncluded it the measurement o

e sale or purchase,

(i) Cash and cash equivalents
Cagl o0 hard, it barkard shiot-term deposits are stateds

at nomiral vaile,

of Cash Flows, cash

For the purposes of the Siatermnent ¢
inclsdes cash or hard ard in banks, corveile into

cash within 2 working days.



k) Revenue recognition

e e
Sale of o s

Sales reverie is recogrised in the Siatement of

Firancial Perrormsance on delivery of goods 1o customers
Customers deposits are heid 0 a forsard deposit accoung

and ranaferred to sales on delvery to cusiomers,

frierast
Interast ia recogrised when the control aver the right

o recaie nerest 1 obtaned.

(]} Trade and other receivables

'ade recaivaties are recognised and caried at original

MRS ATHOLING aigion for any uncolleciable debis,

less g [

A estimaie for doubin debls s made when coliestion
of the full amaunt is no longer probatile, Bad debis are
wititter-off as ncurred

Feceiables fom related padies are recogrised and

camiad at the noming amoung cue.

{m} Recoverable amounts
Mor-current assets are rot caried at an amourt aove

their recoverable amount, arvd wherg camying vaiues

exneac this recovaralle i, Aansets are writtan dowr

I determining recoverable amnounis, the expected net cash
Tkpaess biave ot Deen discourtad 1o the oresent value,

{n) Trade and other payables

LiabHit
At cont wihich

5 for srade crecitors and other amournis are carried
s the fair value of the conaideration 1o be
aid i the fuiure for goods arvd serdces receivad, whether

tf

o et bilked 3o

s SO HIEY

‘Avables 1o related partas are caredd at the principal

A,

{o} Interest bearing liabilities

Al extemal lnang sre measured &8 the principa amouns,
Interast is chargad as an exgense as it acones,

{p} Provisions

rovisions are recognised when the economic ently has

suitable or constructive obligation 1o make a future

4 legal,

sacriice of economic henefits 1o othar entites as a resulk of

]

[aEst transactions o other past events, it s probable that &

foe re

ja}

futre sacrfice of economic benefits wi cuired and ¢

refiable estimale can be made of the amourd of the obligation,

Moprowision for cdhvidends is Aot recognised as a liabitity

urless the dhddends are declared, determined o publicly

recommended or or before the reporting date.

(g} Contributed equity
Crdinary share capitalis recognised at the fair value o

i

wvedd by e Compary,

e consderation re

Ay ransaction costs arsing on the issue of ordinary

shares are recogrised direcily in equity as a raduction

of the shiare rrocesds receh «:\fj

(r} Lease incentive contributions

The Compary has received financial incentve contributions

rom the lessars of certain stores an the signing of new
s, O recedpt, ase incertive contribations

are recca.:‘c}ed as s !|231:Jiii*i_y in the financial statemerds,

This fiabitly s reduced ard amortised over the lease term.
(s} Earnings per share

Basic EPS s calculated a3 ret proft aszibutable to members
adiustad 1o exclude costs of sendcing ety other than
dividends), divided by the weighted averagse number o

orchnary shares, adiusted for any bonus elermen

Dilted EPS is calougated as net profis attributable o

members, adiusied forn

) Civicdlencs!

oats of senvicing equity (oiher tha

— the aftar tax effect of dividends ard interest associaed

withy difutive potertial ordinary shares that have heen

=N }?‘5“&,\_,! a5 sxpenses; and

— other ron-discretionary changes In reveniues or expenses
during the period that woukd resuit from the dilution of

[sotaritian ardinary shares,

fided by the weighted average number of ordinary shares

and dilstive potertial ordinary shares, adiusted for any

JONILS BlEmient,

{ty Comparatives

noaratives have Deen reclassifiec anc

YWihere nec

tets) ?-\; ey

G- [N A Sor consistency witlh curent Y disCinsuras,
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CUUUE000 $000

Reconciliation of the carrying amounts of property, plant and equipment
At the beginning and end of the current financial year
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Total property, plant and equipment - net book value 1,666 1,619
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and Fees Bonus annuation
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Specified Directors

16,500

e l4g7et

BAHINE

s e Doy S

{b) Remuneration options
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fc} Sharsholdings of Specified Directors and Specified Executives

Shares held in
MNick Scali Limited
{number)

Balance NetChange - Balance .
1 Jul 03 Other - 30Junl4 -

Specified Directors

20000

Soal Jeg®

0,500, 00T

G0

RS 00

B Hui - CUUABA 00

43,235,530

fa) interest Rate Risk Exposure

e 1o

3 O

sl Gl b

Interest
As at 30 June 2004 e Rate
%

interest  Non-interest
Bearing Bearing
$'000 $'000

Financial Assets

Cash
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Arireg.




{a) interest Rate Risk Exposure {continued)

As at 30 June 2003

interest
Rate

%

inferest  Non-interest
Bearing Bearing
$000

$'600

Financial Assets

_ .""""8,{'34-7 :

sk A4
5 - - o0
""" 8,744
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iy etk 14 04 - 1,034
RECT N S 13,261
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e e
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A1y CheErmaresteac

30 Jun 04 30 Jun 04
Foreign Currency  Australian $ -

vaiue Equivalent -

Uridesd Staless £

11,845,048
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Iyt opnion of the directors

k]

(i e fnancial statemerds arnd notes of the

the vear ended on that dale; and

due arvd payable,

A. J. Scali Managing Direcior

I TaTe
2004

Uated a Sydney this 27 day of August

1a resolstion of e directors of

§oghing 2 true and fair view of the Compary's

comphyig with Accourting Siandards

b there zre reasonable grourdis o believe that the

Crpm

MNick Scal Limited, we state that;

Compary are in accordance with the Comorsationa Act 2001, including:

financial position as & 30 Jure 2004 and of the perormance for

and Comporations Regulations 2001,

, S

Company will De able to pay s debta as andd when they becomes




Independent audit report to members of Nick Scali Limited

Scope

The financial report and directors’ responsibility

The financial report comprises the statement of financial position, statement of financial
performance, statement of cash flows, accompanying notes to the financial statements, and the
directors’ declaration for Nick Scali Limited (the company}, for the year ended 30 June 2004.

The directors of the company are responsible for preparing a financial report that gives a true and
fair view of the financial position and performance of the company, and that complies with
Accounting Standards in Australia, in accordance with the Corporations Act 2001, This includes
responsibility for the maintenance of adequate accounting records and internal controls that are
designed to prevent and detect fraud and error, and for the accounting policies and accounting
estimates inherent in the financial report.

Audit approach

We conducted an independent audit of the financial report in order to express an opinion on it to the
members of the company. Our audit was conducted in accordance with Australian Auditing
Standards in order to provide reasonable assurance as to whether the financial report is free of
material misstatement. The nature of an audit is influenced by factors such as the use of
professional judgement, selective testing, the inherent limitations of internal control, and the
availability of persuasive rather than conclusive evidence. Therefore, an andit cannot guarantee that
all material misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report presents

fairly, in accordance with the Corporations Act 2001, including compliance with Accounting
Standards in Australia, and other mandatory financial reporting requirements in Australia, a view
which is consistent with our understanding of the company’s financial position, and of its
performance as represented by the results of its operations and cash flows.

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

. examining, on a test basis, information to provide evidence supporting the amounts and
disclosures in the financial report, and
. assessing the appropriateness of the accounting policies and disclosures used and the

reasonableness of significant accounting estimates made by the directors.
While we considered the effectiveness of management’s internal controls over financial reporting
when determining the nature and extent of our procedures, our andit was not designed to provide
assurance on internal controls.

We performed procedures to assess whether the substance of business transactions was accurately
reflected in the financial report. These and our other procedures did aot include consideration or
judgement of the appropriateness or reasonableness of the business plans or strategies adopted by
the directors and management of the company.

Liahility limited by the Accoumntants Scheme, approved
under the Professional Standards Act P94 (NSW,



ERNST&YOUNG

Independence

We are mdependent of the company, and have met the independence requirements of Australian
professional ethical pronouncements and the Corporations Act 2001. In addition to our audit of the
financial report, we were engaged to undertake the services disclosed mn the notes to the financial
statements. The provision of these services has not impaired our independence.

Auadit opinion
[n our opinion, the financial report of Nick Scali Limited 1s 1n accordance with:
(a) the Corporations Act 2001, including:
(1) giving a true and fair view of the financial position of Nick Scali Limited at 30 June
2004 and of its performance for the year ended on that date; and
(11)  complymg with Accounting Standards in Australia and the Corporations Regulations
2001: and
(b)  other mandatory financial reporting requirements in Australia.

Ehvé/t + %f”""”‘g

Ermnst & Young

J. K. Haydon
Partner
Sydney, 27 August 2004,
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