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CHAIRMAN'S REPORT

On behalf of your board | am pleased to present your
company’s annual report.  Profit after tax and minorities
was $9.9 million, @ 24% increase from last year's $8.0
miflion. The increase is the result of strong performances
by cur eleven import and distribution businesses combined
with the realisation of profits from sales of listed securities.

The results could not have been achleved without the
efforts of our employees, at all levels, and our joint venture
partners. On behalf of the board | thank them alk.

Import and distribution businesses

Earnings before interest and tax from the import and
distribution businesses we owned for the full year are up
25% to $8.4 million from $6.7 million. Earnings have been
augmented by the acquisitions of SPOS in April and Thalgo
in july. These acquisitions are described in more detail in
the Chief Executive's review.

We now have approximately $41 million invested in import
and distribution businesses generating post goodwiil EBIT
to capital employed return in excess of 26% per annum.
We continue to search for import and distribution
businesses we can acquire where the return is likely to
exceed 20% of capital employed in a reasonably short
period of time. HGL is targeting to invest $30 miilion in
such businesses over the next few years. This is dependent,
however, on identifying suitable opportunities that
successfully satisfy our extensive due diligence procedures.
Our acquisition criteria are explained in more detail on
page 7.

Listed securities

| have previously commented that HGL has somewhat
irregular earnings due to the timing of investment
transactions. The current year has seen two significant
investment profits. Firstly, in August 2003, we sold our
15% shareholding in Sabre Group for $9.9 million in cash
recognising a profit before tax of $4.3 million. Secondly,
in September, we received $6 million in cash and recognised
a $1.5 million pre tax profit following the completion of the
share buy back agreement with Lemarne Corporation.
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At 30 September 2003, we had approximately $13 million
invested in listed securities. These listed securities have a
market value of approximately $18 million at 25 November
2003,

In December 2002, HGL acquired 23% of MMC Asset
Management, an Adelaide based boutique funds manager
for $1.9 million. HGL has recently agreed to increase our
shareholding to 40% for an additionat $3 million, subject
to receipt of MMC shareholder approvat.

In November 2003 a listed investment company, MMC
Contrarian, which will be managed by a company owned
40% by HGL and 0% by MMC Assel Management raised
$200 million of capital. The management fee to be charged
to MMC Contrarian is 1.25% of gross asseis per annum,
with a 15% out performance fee. It is envisaged HGL will
add its listed security experience to MMC Contrarian.

Dividend and cutiook

A final dividend of 4.4 cents fully franked will be paid on 18
December 2003, two months eatlier than previous years.
The total dividend for the year will be 8.6 cents per share
fully franked. Last year, dividends of 12.0 cents per share
{unfranked) were paid, equivalent to 8.4 cents per share
fully franked. The company has sufficient franking credits to
continue to fully frank dividends for the foreseeable future.
HGL now generates recurring profit after tax and minorities
of between $5.0 million and $5.5 million per annum. This is
before any contribution from investment transactions,
performance fees or revaluations. HGL is budgeting for
dividends to remain at least at current levels.

In August 2003 Mr David Constable resigned as a director
after thirteen years of service and Mr Julian Constable
was appointed to the board. The AGM is scheduled for
20 january 2004 and | am looking forward to updating
shareholders.

Peter G Miller
26 November 2003




The capital employed is funded by:
shareholders’ equity $65.74 million
{2002: $54.45 million}, net cash $8.68
million {2002: net cash $5.97 million),

dividend provisions $nit mitlion {2002:

$3.00 million} and net tax creditors of
;. $1.68 mitlion {2002: $1.54 million).

15,233

(360)
14,873
(2,204)
12,669
(2,731)

5,938
21.21
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CHIEF EXECUTIVE'S REVIEW

HGL achieved record earnings per share this year. This was
due to an excellent performance from the import and
distribution businesses together with the realisation of
profits from listed securities. This year pre tax profits
of $5.8 million were realised from the sale of Sabre Group
and Lemarne Corporation, last year we sold our investment
in GMA realising 2 pre tax profit of $5.9 miilion.

Acquisitions

We are targeting to invest $30 million in import and
distribution business acquisitions where the return is likely
to exceed 20% of capital employed in a reasonably short
pericd of time, this is dependent on identifying suitable
opportunities that successfully satisfy our due diligence
procedures. The cash for these investments will come from
selling tisted securities and from bank borrowing facilities.
Increasing the amount invested in import and distribution
businesses will reduce the relative importance of one off
profits from investment transactions and performance fees.

During the year we have made two acguisitions of import
and distribution businesses investing a total of $15 miilion.
In April 2003 we acquived SPOS, a Sydney based import
and distribution business. SPOS supplies Australian and
New Zealand retailers and brand manufacturers with a
wide range of shelf management systems, promotional
disptay products and price ticketing. Annual turnover is
approximately $15 million.

HGL has brought in two partners, Mike Farley and Remy
Morello, as joint CEQOs of SPOS. Mike Is & sales and
marketing business builder with approximately 30 vears
experience in Australia and the USA. Remy has over 30
vears experience in finance and general management.
We have structured SPOS so that the joint CEOs each have
a 20% equity interest in the increase in the value of $POS
achieved over the coming years. 15% of the total purchase
price is deferred until August 2004 and is subject to certain
performance targets, we have accrued $0.9 million in
respect of this obligation.
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In June 2003 we acquired the Sydney based exclusive
Australian importer and distributor of Thalgo natural beauty
and skin care products. The Thalge brand is one of the
market leaders in the growing beauty salon market. Thalgo
has customer training centres in Sydney, Melbourne and
Brisbane.

HGL has introduced Sot Caganoff as a 40% shareholder and
CEQ of Thalgo. Sol was previously Managing Divector and
co founder, together with HGL, of Luxottica Australia. from
a smalt base that company became the market leader in the
import and distribution of high quality branded spectacle
frames and sunglasses in Austratia.

As part of the acquisition of Thalge we also agreed to
acquire the two freehold properties owned and occupied by
the business for market value. The market value of the two
properties is $2.1 million, this amount is payable in August
2004 and has been refiected in these financial statements.

Although it is still early days, these two businesses are
progressing well and generating a post goodwill ERBIT return
of 18% in the perieds from acquisition to 30 September
2003, We are budgeting for an increased return in 2004,
The acquisition of these two businesses resulted in the
goodwill on our balance sheet increasing by $8.8 million.
In future years the total goodwill amortisation charge will
reduce profit before tax by approximately $0.6 million.

In December 2002 we paid $1.9 million for 23% of MMC
Asset Management, an Adelaide based boutique funds
manager. HGL has recenily agreed to increase ifs
shareholding to 40% for an additional $3 million, subject to
receipt of MMC shareholder approval. MMC is discussed in
more detail in the listed security section of this report.







CHIEF EXECUTIVE'S REVIEW

continued

In addition to these three acquisitions we have looked at
many other possible investments. We remain firmly
committed to only growing existing businesses and making
new acguisitions when this can demonstrably increase
shareholder value.

HGL Philosophy

HGL owns its operating investments in conjunction with the
management of the relevant business. We refer to this as
the “partnership of equity and skills”. Having management
with equity in their business is highly effective in obtaining
the best returns. HOGL executives review the monthly results
and batance sheets of each business and assist management
to reduce the risk in each business.

HGL has developed this partnership model into a successful
strategy. What we look for in an acquisition is summarised
on the previous page.

Import and Distribution Businesses

In previous years | have analysed and discussed our import
and distribution businesses in three divisions; fabrics, optical
and information technology. Given the acquisitions we have
made and the likelihood of additional acquisitions of import
and distribution businesses | believe it is more appropriate
to discuss the eleven import and distribution businesses as
a whole, while commenting on important matters.

The import and distribution businesses owned throughout
the year increased their earnings by 25% to $8.4 miilion
from $6.7 million. The outstanding performer was Anitechy its
profit trebled. Excluding Anitech, the import and distribution
businesses increased earnings by an average of 8%.
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In my report on the 2002 financial year | commented on the
sale of 50% of Anitech to its management team, this sale
was effective from 30 September 2002. To facilitate the
sale, $1.7 million of goodwill was written off and a further
toss on disposal of $0.3 miflion was incurred. We expected
that introducing management as equity partners would
assist Anitech continue its profitable growth. Anitech is
based in Sydney with branches in all major Australian cities
and a network of agents covering some 200 county towns.
It distributes equipment for the production and display
of large format Images, associated consumable and
maintenance agreemants.

The improvement in the results from Anitech is not solely
due to introducing management as equity partners. The
speed and size of the profit improvement would not have
been possible if not for the foundations laid over the
previous three years. However having management with
an equity interest has assisted in creating a more focused
and hence profitable business.

Several years ago HGL assisted the management of Aargue
Graphics to buy out a shareholder who was exiting the
business. This resulted in HGL increasing its shareholding
from 50% to 54.5%. During the year these shares were
sofd to members of the management team for broadly the
same price we paid for them. We view this investment
by management as an indication they share our confidence
in the future of this business. Aargue Graphics is based
in Auckland, New Zealand, it distributes digital colour
equipment, consumables and provides maintenance
agreements through its network of branches.

Leutenegger a Sydney based importer of fabrics has renewed
its distribution agreement with DMC for a further five years.
Retaining this major brand is evidence of the success
we have marketing imported branded products, leading to a
strengthening of relationships with our overseas supptiers.







CHIEF EXECUTIVE'S REVIEW

continued

Brisbane based hat maker and distributor Mountcastle was
proud this year to be reselected as the principal fur felt hat
supplier to the Australian army for the next eight years.
Whilst Mountcastle remains the major contract headwear
supplier to many sectors of the Australian workplace it has
reduced risk through broadening its customer base and
product ranges. Notable areas of diversification have been
importing headwear for sale to leading retailers and the
import and distribution of school bags to its private school
hat customers. It is pleasing to report that the increase in
sales and profitability over recent years has been achieved
with no increase in working capital.

All of the businesses have to some extent benefited from
the strength of the Australian dollar. As our competitors
receive the same benefit the market tends to force the
majority of these foreign exchange gains to be passed onto
customers. Likewise when the Australian dollar weakens
market forces tend to allow price increases to our
customers.

The amount of capital employed within the import and
distribution businesses continues to be closely controlled.
Return on capital employed is a key performance ratio that
is never overlooked. The improved profitability, working
capital control and the benefits of the acquisitions has
resufted in the cash generated from operations increasing
by 15% to $9.2 million for the year.

For those import and distribution businesses owned
throughout 2003 we are budgeting for earnings growth
of only stightly above the rate of inflation. Most of these
businesses are relatively mature and so generate free cash
flow as there is no requirement for significant increases in
working capital. We are continuing to look for add on
acquisitions or additional brands for our current businesses.
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Listed Securities

We believe that HGL's first hand experience of owning and
managing private business contributes greatly to enhanced
listed security invesiment decisions.

In December 2002, HGL acguired 23% of MMC Asset
Management, an Adelaide based boutique funds manager for
$1.9 million. MMC Asset Management was founded in 1993
by Erik Metanomski. Subject to MMC shareholder approval,
HGL has recently agreed to increase its shareholding to 40%
for an additional $3 million.

MMC has increased funds under management from $150
mittion in December 2002 to $200 miflion at 30 September
2003 and was a finalist in the Morningstar Emerging Fund
Manager of the year awards. The flagship fund of MMC
the Value Growth Trust had a net performance of 12.7% for
the year to 30 June 2003 and & 10 year performance history
of 22.1%.

In October 2003, MMC strengthened its investment team by
the acquisition of AM Constable Limited, a boutigue funds
manager with funds under management of approximately
48 million. HGL owned 15% of AM Constable and has $3.3
milfion invested in units of the Strategic Value Trust managed
by AM Constable. For the year to 30 June 2003 this trust
achieved a net performance of 21.2%.

In November 2003 MM{ Contrarian a listed investment
company to be managed by a company owned 40% by
HGL and 60% by MMC Asset management raised $200
million of capital. In addition, MMC Contrarian has $200
million of options exercisable by 30 June 2005. The
management fee to be charged to MMC Contrarian is 1.25%
of gross assets per annum, with a 15% out performance fee.
It is envisaged HGL will add its listed security experience to
MM Contrarian.







CHIEF EXECUTIVE'S REVIEW

continued

At 30 September 2003 HGL owned the following listed
securities:

¢ $6.2 million is invested in Hunter Hall Internationat {ASX
code: HHL). HGL owns 6% of Hunter Hall. Hunter Hall is
a boutigue international funds manager. This investment
is marked to market and so the merket price of $4.18 on
30 September 2003 is also the value in our balance sheet.
Last year's profit before tax included a revatuation gain of
$4.1 million, this year a revaluation deficit of $0.3 miilion
was recorded.

$1.9 million is invested in Reinsurance Awustralia
Corporation {ASX code: RAC), at a book cost of 14 cents

a share. HGL owns 7% of RAC. The company is in the
process of managing the run off of its existing insurance
arrangements. In October 2003 RAC announced it had
settled the majority of its exposure to fidlm indemnity
business, this was the trigger for a surge in its share price
to about 44 cents. At this price HGL has & $4.2 million
unrecognised surplus on this investment.

In addition to these twoe listed investments, there is a further
$1.5 million invested in 7 other listed securities.

During the year we sold two farge investments. in August
2003 HGL sold its 15% shareholding in Sabre Group, we
received $9.9 million in cash and recognised a profit before
tax of $4.3 million. In September HGL received $6 miilion
in cash and recognised a $1.5 million pre tax profit
following the completion of the share buy back agreement
with Lemarne Corporation. The buy back price of $1.80 a
share included 89 cents treated as a fully franked dividend,
giving HGL an effective exit price of $2.12 a share.
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Listed securities income mainly comprises dividend income
of $0.7 million mainly associated with Sabre, Lemarne and
Hunter Hall, $0.8 miilion increase in value of the Strategic
Value Trust, and profits of $1.0 million from the disposal and
revaluation of a number of smatl investments.

Taxation

The effective tax rate this year was 15%. This is mainly due
to $1.1 million of past losses being brought to account and
offset against profits and the fully franked dividend received
from Lemarne. The effective tax rate after adiusting for
these two unusual items was 25%.

Property

HGL has $3 million invested in three properties occupied
by import and distribution businesses. During the year a
surplus property was sold for $2.7 million, creating a profit
before tax of $0.7 miilion, the cash will be received in
February 2004,

Cash

The group has net cash of $9 million and undrawn bank
facilities of $§18 million which would represent a
conservative 25% debt to equity ratio if fully drawn. HGL s
in an excellent position to pursue acquisitions and growth
opportunities.

K] Eley
26 November 2003






















STATEMENT OF FINANCIAL PERFORMANCE
for the Financial Year ended 30 September 2003

Consolidated Company

2003 2002 20063 2062
$'000 000 $7060 000

Revenue from ordinary activities 116,233 114,623 9,807 12,225
Share of associates' profit/{loss} 2186 371
Change in inventories of finished goods and work in progress (3,241} 3,551
Raw materials and consumables used {45,402) {47,478
Cost of disposal of controlled entity - (12,304
Employee benefits expense {21,919} {19,603
Cost of disposal of listed securities {12,421) {347
Freight and packaging (1,750}
Depreciation and amortisation expense (1,859}

Advertising, marketing and distribution (3.227)

Write off intangibles -

Operating lease expense (2.080)

Borrowing costs {825)

Other expenses from ordinary activities (8.152)

Profit from ordinary activities before income tax 14,873
Income tax {expense}/benefit relating to ordinary activities (2,204} {3,960}

Profif from ordinary activities after related income
tax expense 12,669 10412

Net profit attributable to outside equity interests (2,731} {2,399}

Net profit attributable to members of HGL Limited 9,938 8013

tncrease in foreign currency translation reserve
arising on translation of self-sustaining foreign operations {184) 77

Total revenue, expense and valuation adjustments attributable
to members of HGL Limited recognised directly in equity {184) 77

Total changes in equity other than those resulting from
transactions with owners as owners 9,754 8090

Earnings per share based on profit after income tax cents cents
attributable to the members of HCL Limited 21.21 17.24

Weighted average number of ordinary shares on issue used
in the calculation of earnings per share 46,863600 46,485,167

The diluted earnings per share is the same as basic earnings
per share as the Company does not have any potential
ordinary shares on issue.

No adjustments have been made to the net profit attributable
to members of HGL Limited when calculating earnings per share.

Motes to the financial statements are included on pages 22 to 47.
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STATEMENT OF FINANCIAL POSITION
a5 at 30 September 2003

Consolidated Company
2003 2002 2003 2002
so08 $'G00 §7000 $'000

Current Assets

{Cash assets 11,464 9,175 7,907
Receivables 22,983 17,509 38,449
Inventories & 33,931 28,357 -
Current tax assets 1,815 1,090 330

Total Current Asseis 70,193 57,131 46,686

Non-current Asseis

Receivables 1,189 1,071 1,189
Investmentis accounied for using the equity method 8 2,047 252 -
Other financial assets 2,541 11,258 24,724
Property, plant and equipment 7.830 7,094 164
intangibles 10,253 2,09 -

Total Non-current Assets 23,860 21,766 26,077

Total Assets 94,053 78,897 72,763

Current Liabilities

Payables 12 19,343 13,254 1,788
Interest bearing liabilities 13 913 1.063 36,887
Current tax liabilities 14 1,401 596 -
Provisions 15 and 16 1,429 4,298 119

Total Current Liabilities 23,086 19,211

Non-current Liabilities

Interest bearing liabilities 13 1,873 2,144 -
Deferred tax liabilities 14 2,095 2,030 -
Provisions 15 and 16 1,255 1,061 160

Total Non-current Liabilities 5223 5,235 160

Total Liabilities 28,309 24,446 38,964

Net Assets 65,744 54,451 33,799

Equity

Contributed equity 28,721 27894 28,721
Reserves {250} {66} 111
Retained profits 26678 18,710 4,967

MGL Limited equity interest 55,149 46,638 33,799

Outside equity interest

Contributed equity 4,724 3,784
Reserves 169 169
Retained profits 5,702 3,860

Outside equity interests in controlled entities 10,595 7,813

Total eguity 65,744 54,451

Notes to the financial statements are included on pages 22 to 47.
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STATEMENT OF CASH FLOWS
for the Financial Year ended 30 September 2003

Consolidated Company
2003 2002 2003 2002
$°600 5000 7600 $000

Cash flows from operating activities

Receipts from customers 97,030 83,471

Paymentis to suppliers and employees {89,719) (74,699}
Dividends received 3,822 1.046
Income tax paid {1,581} {1,545}
Interest received 465 552

Irterest paid (825) {818}

Net cash inflow from operating activities 9,192 8,007

Cash flows from investing activities

Paymant for purchase of property, plant and equipment {2,298} {2,058}
Proceeds from sale of property, plant and equipment 2z 580 1.598

Proceeds from sale of controlled entity 24 and 26 1,863 16,652

Payment for purchase of listed securities {2,893} (11,974}
Payment for purchase of associate {1,952)

Paymant for purchase of controlled entities {12,301)

Proceeds from sale of listed securities 16,289

Loan to controlled entities -

Loan repaid by controlled entities -

Loan to other entities (588) {143}
toan repaid by other entities 333 1314

Net cash inflow/{outflow} from investing activities (967) 9821

Cash flows from financing activities
Paymaent for share buy back {41} (916}
Proceeds from borrowings B,589 5,084
Repayment of borrowings {8,392} {9,923}
Dividends paid:
Members of the parent entity {3,997) {4,838}
Outside equity interests {1,095y {1,280}

Net cash inflow/{outflow} from financing activities {5,936} {11875}

MNet increase in cash heid 2,289 5,953

Cash at the beginning of the financial year 9,175 3,222

Cash at the end of the financial year 11,464 9,175

Motes to the financial statements are included on pages 22 to 47.
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NOTES TO THE FINANCIAL STATEMENTS

Consolidated
2003 2002
000 41000

continuwed

Company
2003 2002
7600 $000

2 ~ Profit from ordinary activities

Profit from ordinary activities before income tax includes
the following Htems of revenue and expense:

&} Operating Revenue
Saies revenue — sale of goods

Bividends:
Wholly owned controlied entities
Partly owned controlled entities
Other entities

Interest:
Wholly owned controlled entities
Partly owned conirolled entities
Directors and director-related entities
Associates
Other entities

Proceeds from sale of property, plant and equipment
Proceeds from sale of listed securities

Proceeds from sale of controlled entity

Foreign exchange gain

Marking to market of listed securities

tnvestment, corporate head office and other income

Total

All revenue s derived from operating activities.

b} Expenses
Cost of sales

Borrowing costs:
interast:
Wholly owned controlled entities
Partly owned controlled entities
Directors and director-related entities
Associates
Other entities
Finance charges relating to finance leases
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NOTES TO THE FINAMCIAL STATEMENTS

continued

Consolidated Company
2003 2002 2003 2002
so08 $'G00 §7000 $'000

2 - Profit from ordinary activities (continued)

b) Expenses {continued}

Amortisation:
Agency agreement
Goodwill

Royalty

Depreciation:

Buildings

Leased plant and equipment
Leasehold improvernents
Mining tenements

Plant and equipment

Movement in Provisions:
Doubtful debis

Employee entitlements

Stock obsolescence movements

Operating lease expenses:
Minimum lease payments

3 - Sales of Assets

Sales of assets in the ordinary course of business have
given rise to the following profits and losses:

Profit/{loss) on sale of property, plant and equipment
Profit on sale of controlled entlties

Profit/{loss) on sale of business

Profit on sale of listed securities
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NOTES TO THE FINANCIAL STATEMENTS

continuwed

Consolidated Company

2003 2002 20063 2062
$°000 000 $7060 000

4 - fncome Tax

The prima facie income tax expense on pre-tax accounting
profit reconciles to the income tax expense in the financial
statements as follows:

Prima facie income tax expense on the operating profit at 30%
(2002: 30%) 4,462

Tax effect of permanent differences:

Rebatable dividends {1,265)
Tax rate differential relating to overseas controtled entities 72
Equity share of associates’ (profit}/loss {65)
Initial tax on marking to market of securities -
Prior year tax losses booked {1,092}
Utilisation of prior year unbooked future income tax benefit {90}
Amaortisation of intangibles 103
Amaortisation and depreciation on buildings 10
Non-allowable expenses 12
Prior year underprovision 57

Income tax expense/{benefit} on operating profit

5 - Receivables

Current
Trade receivables 18,206 13,517
Less: Alfowance for doubtful debts (420} (369}

17,786 13,148 - -
COther debtors and prepayments 4,11 3,376 208 365
Loans to controlled entities - - 37,002 35177
toans to other entities 130 435 282 485
Advance to operating entity 958 550 956 550

22,983 17,508 38,449 36577

Non-current
Loan to Director® 914 822 914 822
Loan to other entities™ 275 249 275 2459

1,189 10671 1,185 1071

At 30 September 2003 HGL Limited and wholly owned subsidiaries have $18,598,000 {2002: $7,734,000} of interest bearing
loans outstanding to import and distribution businesses. Interest charged on these loans during the year amounted to
£1,199,000 (2002: $568,000}.

*  Pursuant to the HGL Limited Employee Share Scheme {1999} loans of $1,189,000 {2002: $1,071,000} are outstanding
from two participants of that Scheme.

HGL LIMITED 27




NOTES TO THE FINAMCIAL STATEMENTS

continued

Consolidated Company
2003 2002 2003 2002
so08 $'G00 §7000 $'000

6 - Inventories

Current
Listed securifies — at cost 4,595
Mark to market incrament 6,106

10,701
Raw materials — at cost 3,078
Work in progress — at cost 685
Finished goods at net realisable value 14,893

29,357

7 - Current Tax Assets
Future income 1ax benefit 1,815 1,080 330

The future income tax benefit comprises short-term timing differences relating to the differing accounting and taxation
treatment of expenses and provisions.

The Directors estimate that the potential income tax benefit at 30 September 2003 in respect of past tax losses not brought
to account is $449,000 (2002: §1,000,000}

Timing differences, the benefits of which are not assured beyond any reasonable doubt, not brought to account are $50,000
{2002: $225,000).

The income tax benefit will only be obiained if:

{a) the consolidated entity derives future assessable income of a nature and of an amount sufficient to enable the benefit
from the deductions for the losses and timing differences to be realised;

{b} the consolidated entity continues to comply with the conditions for deductibility imposed by tax legistation; and

{¢} no changes in tax legislation adversely affect the consolidated entity in realising the benefit from the deductions for the
losses or timing differences.

Lagislation to allow groups, comprising a parent entity and its Australian resident whotly owned entities, to elect to consolidate
and be treated as a single entity for income tax purposes was substantively enacted on 21 October 2002, This legisiation,
which includes both mandatory and elective elements, is applicable to the Company.

At the date of this report the directors have not assessed the financial effect, if any, the legislation may have on the Company
and the consolidated entity and, accordingly, the directors have not made a decision whether or not to elect to be taxed as 8
single entity. The financial effect of the implementation of the tax consolidation system on the consolidated entity has not
been recognised in the financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

continuwed

8 - Investments Accounted for Using the Equity Method

Ownership Interest Carrying Amount Carrying Amount
Consolidated Consafiduted Company

Principal 2003 2002 2003 2002 2003 2002
Name of Entity Activity % % £°000 £000 By 000

Charmant Australia Opticat Frame
Pty Limitad {i} Distribution

MMC Asset Management Funds Manager
Limited {i1}

Other immaterial associates

{i} The reporting dale of Charmant Australia Pty Limited is 37 December.
(i} The reporting date of MMC Asset Management Limited is 30 june.
Consolidated

2003 2002
$°000 000

Equity accounted investments
Equity accounted amount of investment at the
beginning of the financial year

Share of operating profit before income tax
Share of associate written down to nil

Share of income tax

Share of dividend

Opening balance of entities transferred to other
financial assets

Acguisition of additional interest in associates

Equity accounted amount of investment at the
end of the financial year
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NOTES TO THE FINAMCIAL STATEMENTS

continued

Consolidated

2003 2002
5000 51000

8 - Investments Accounted for
Using the Equity Method (continued)

Sumrmarised financiat position of associates
Current assets
Cash
nventories
Receivables
Other
Current liabilities
Payables
Interest bearing labilities
Provisions
Non-currerd assels
Property, plant and equipment
Non-currery Habitities
Provisions
trerest bearing liabilities

MNet assets

Net Profit/{loss)

9 - Other financial assets

Consolidated Company
2003 2002 2003 2002
5008 $'G00 57000 000

Non-current

Listed securities — at cost 2,021 10,958 - -
Shares in controlled entities — at cost - - 24,556 23,200
Unlisted securities — at cost 118 10 118 10
Partnership invesiment:

Partnership interest — at cogt 352 240 - -
Partnership interest — at cost® 50 50 50 50

2,541 11,258 24724 23,7260

The market value of listed securities was $3,327,000 (2002: $14,447.000} to the consolidated entity at 30 September 2003

*  The Company has a 24.5% {2002: 24.5%) interest in Safilo Australia partnership which contributed $§321,000 (2002
$450,000} to the after-tax profit of the consolidated entity for the year ended 30 September 2003. The principal activity
of the partnership is the distribution of imported spectacle frames and sunglasses.
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NOTES TO THE FINANCIAL STATEMENTS

fand & Lteasehold
fuildings®  Improvements
500G $'000

continuwed

Consolidated

Plant & leased Plant &
Fgufpment Equipment
£'000 000

10 - Property, Plant and Equipment

Gross Carrying Amount
Balance at 30 September 2002
Additions

Acquisition of businesses
Disposals

Net foreign currency exchange differences arising on
transtation of financial statements of self-sustaining

foreign operaticns
Balance at 30 September 2003

Accumuiated Depreciation
Balance at 30 September 2002
Disposats

Acquisition of businesses
Depreciation expernse

Net foreign currency exchange differences arising on
transtation of financial statements of self-sustaining

foreign operations
Balance at 30 September 2003

MNet Book Value
As at 30 September 2003

As at 20 September 2002

3,707
B4

2,085

(2,451)

7 36

4,785 11,238

(2,832) {6,036}
4275 5,600
(1,457} {1,457}

(559) {1,515)

(2} - -

(1,875) (805)  (3.408)

2.810 1,464 7.830

2,405 1,415 7094

fand & Leasehald
Bufldings  fmprovements
500G 5000

Company
Flant & leased Plant &
Fgufpment Equipment
000 000

Gross Carrying Amount
Balance at 30 September 2002
Additions

Disposals

Balance at 30 September 2003

Accumuiated Depreciation

Balance at 30 September 2002
Disposals
Depraciation expense

Balance at 30 September 2003

Net book value
As at 30 September 2003

As at 30 September 2002

311 482
47 47
{18} (18}

340 511

(202) (328)
20 20
(34) (29)

(216} (347)

40

124 164

45

109 154

*  Current values based on the independent valuation made by Bristow Barbour & Walker Ltd (St Doyle, ANZP!, B.Prop}
in September 2003, of the interest in land and buildings, was $2,149,000 compared to a written down value of §1,205,000.
In fune 2003 Fitzroys Pty Limited {CB Mason AAPI) and Carritt Taylor Valuations Pty Limited {C Taylor FAPI) carried out the
independent valuation of the interests in land and buildings relating o the Thalgo acguisition. The land and buildings were
vatued at §2,095,000 compared to a book value of §2,095,000.

HGEt L1MiITED 31




NOTES TO THE FINANCIAL

continued

STATEMENTS

Consolidated
2003 2002
5008 $'G00

Company

2003
$°000

2002
5000

11 - Intangibles

Agency agreement — at cost
Less: Accumulated amortisation

Goodwill
Less: Accumulated amortisation

12 - Payables

Trade payables and accryals
Deferred consideration

13 - Interest bearing liabilities

Current (unsecured)

Loan from controlled entities

Loan from Director-related entities
Other borrowings

Current {secured}
Lease Habilities™*
Other borrowings®™*

Non-current {secured)
Other borrowings®™*
Bank toans®

Lease Habilities™

136
(92)

44

11,427
{1.218)

10,209

10,253

211
252

503

560

560

1.063

- 200
1,158 1,160
715 784

1,873 2,144

*  Bank facilities are secured by first registered charge over the consolidated entity’s assets and undertakings.

**  Lease liabilities are secured by the respective assets acguired.
*** Second registered mortgage charge over the assets of Mountcastle Pty Ltd.

14 - Tax labilities

Current
income tax payable

Non-current
Deferred tax liabilities
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TO THE FINAMNMCIAL STATEMENTS

Consolidated
2003 2002
000 41000

continuwed

Company
2003 2002
7600 $000

15 - Provisions

Dividend

Balance at 30 September 2002

Adjustment to retained profits on initial application of AASB 1044
Additional provisions recognised

Reductions arising from paymenis/other sacrifices of future
economic benefits

Balance at 30 September 2003

2,997 2997
(2,997) -
2,997 -

(2,997} -

2,795 2,795
{2,795) -
2.795 -

{2,795) -

- 2,957

- 2,785

The provision for dividends represenis the aggregate amount of dividends declared, determined or publicly recommended on
or before the reporting date, which remain undistributed as at reporting date, regardless of the extent to which they are

expected to be paid in cash.

16 - Employee Benefits

Provision for employee benefits
Current
Non-current

Employee numbers
Number of employees at end of financial year

17 - Contributed equity

1ssued share capital
47,212,767 {2002: 46,582,668} fully paid ordinary shares

1,429
1,255

1.301
1061

118
160

2,684 2,362

279

Mumber MNurmber

Mumber MNumher

433 362

10 8

28721 27954

28,721 279%4

Consolidated
2003 2063
Number 5000

Consulidated
2002 2062
Number L000

Buring the year the following changes cccurred

in fully paid ordinary shares:

Balance at beginning of financial year

Alotted pursuant to HGL Dividend Reinvestment Plan

Cancellation of capital pursuant to the on-market share buy-back®

Balance at end of financial year

46,582,668
664,081
{33,982)

27,994
768

{41}

46,507,189
802,341
(726,862}

27,947
964
(917)

47,212,767 28,721

46,582,668 27,994

*  The company currenily operates an on-market share buy-back under which it can purchase 4,511,374 of is shares.
The buy-back unless renewed will cease on 14 January 2004, During the year 33,982 ordinary shares were purchased at
an average price of §1.19 pursuant to the on-market share buy-back.

Fully paid ordinary shares carry one vote per share and carry the right to dividends.

Details of the HGL Dividend Reinvestment Plan are disclosed in the Shareholder information on page 5L
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NOTES TO THE FINAMCIAL STATEMENTS

continued

Consolidated Company

2003
5000

2002 2003 2002
51000 $°000 5000

18 - Reserves

Asset realisation reserve
Asset revaluation reserve
Foreign currency transtation reserve

Foreign currency translation reserve
Opening balance
Transtation of overseas controlled entities

Closing balance

23]
15
(367)

96
15
€177}

{250}

{66}

(177
(184)

(254}
77

(367)

(177)

The foreign currency translation reserve arises on the retranslation of the opening net assets of overseas subsidiaries at the

year end rates of exchange.

19 - Retained profits

Batance at beginning of financial year
White-back of prior year dividend provision
Net profit

Dividends provided for or paid

Balance at end of financial year

20- Lease Commitments

Finance leases
Plant and equipment

Payable not later than one year
Payable later than one, not later than five years

Less: Future finance charges
Provided for in the financial statements

Representing lease liabilities:
Current
Non-current

16,271 2,298 654
- 2,785 -
8,013 4,639 7,218
(5,574) (4,765)  (5,574)

18,710 4,967 2,298

1,482

1.478

6849
793

636
842

1,482
(129)

1,478
(134)

1,353

1,344

638
715

560
784

1,353

1,344

Aggregate lease expenditure contracted for at balance date but not provided for in the financial statements:
Operating leases
Land and buildings
Motor vehicles

Payable not later than one year
Payable later than one, not later than five years

5922
47

4,935 269 362
124 - -

5,869

5058 269 362

2,062
2,807

1,838 108 103
3,221 161 255

5,969

5,058 269 362

The land and buildings operating leases are in respect of warehouses and offices occupied by group companies. The leases
expire at various future dates between two and five years and a number contain option provisions to extend the term.
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NOTES TO THE FINANCIAL

Consolidated
2003 2002
H b

STATEMENTS

continuwed

Company
2003 2002
$ §

271 - Directors’and Executives’ Remuneration

Directors’ remuneration
tncome pald or payable, or otherwise made available, 1o Directors
from entities in the consclidated entity or related parties.

The number of Company Directors is shown below in the
relevant income bands:

§ 0-$% 9999
§ 10,000-3 19,999
§ 30,000-% 39,995
§ 40000-% 49,995
§ BO000-$ 89,995
$110,000 - $119,999
$340,000 — $349,999
$700,000 — $709,999

3,352,416 1,578,928

891,035 587,700

Consolidated
2003 2002
H b

Mumber MNumher

2
1

Company
2003 2002
$ §

Executives’ remuneration

income recelved, or due and receivable, from entities in the
consolidated entity or related parties by executive officers
fincluding Directors} whose income was at least $100,000:

$100,000 — $109,992
$7110,000 — $119,998
$120,000 — $129,99%
$130,000 — $139,902
$140,000 — $145,902
$160,000 — $169,902
$170,000 - $179,902
$200,000 — $209,992
$220,000 — $229,999
$230,000 — $239,90%
5270000 - $279,992
$330,000 - $339,902
5340000 — $345,90%
$450,000 — $499,90%
$700,000 - $709,999

4,737,837 1,988,277

1,759,871 1,008,875

Mumber MNumher

1

HGE LIMITED 35




NOTES TO THE FINAMCIAL STATEMENTS

continued

Consolidated
2003
5

2002
5

Company

2003
§

2002
5

22 - Auditors’ Remuneration

Auditing the financia report
Company auditor
Other auditors

241,252
44,407

200,351
32,676

86,066

285,659

233,027

86,066

Cther services
Company auditor
Other auditors

143,997
9,257

102,192

109,847

153,254

102,192

109,847

23 - Dividends - Company

Company

2003
$°000

2002
5000

Ordinary Shares
Interim dividend paid
4.2 cents 100% franked at 30% {2002: 6.0 cents unfranked}

Final dwvidend provided
tn accordance with AASB 1044, HGL Limited has not provided for

the final dividend. The final dividend of 4.4 cents 100% franked at 30% will

be payable on 19 December 2003. {2002: 6.0 cents unfranked)

Total dividends provided for or paid

Dividends actuatly paid or satisfied by the issue of shares under the Dividend
Reinvestment Plan during the year ended 30 September 2003 were as follows:

Paid in cash
Satisfied by issue of shares

Dividends actuatly paid

3,967
768

4,838
964

4,765

5,802

With effect from 1 July 2002, Australian Tax Law requires companies to mainiain franking accounts on a tax paid basis.
The following disclosures, including the prior year comparatives, reflect this tax paid basis of measuring franking credits.

The consolidated entity has §4,220,000 franking credits {2002: $598,000}.
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NOTES TO THE FINANCIAL STATEMENTS

continuwed

Country of Equity Haolding
Incorporation/Formation 2003 2002
% %

24 - Investment in Controlled Entities

Company
HGL Limifed Australia

Import & Distribution Businesses

BLC Cosmetics Pty Limited {trading as Thalgo) Australia
BOC Ophthatmic Instruments Unit Trust Australia
Createc Pty Limited (trading as Anitech) Australia
Hamlon Pty Limited {trading as Sydney Point of Sale {SPOS}) Australia
The Point-of-Sale Centre {New Zealand) Ltd {SPOS)* NZ
Kinsole Pty Limited {trading as X{N Fabrics) Australia
} Leutenegger Pty Limited Australia
Radda Pty Limited Australia
Mountcastle Pty Limited Australia
OP's Optical Products Unit Trust Australia
Aargue Graphics New Zealand Limited® NZ
Aarcato Properties Limited® NZ

Head Office Entities
AargueAnitech Pty Limited

HGL Company Two Pty Limited
HGL Company Six Limited

HGL Group Pty Limited
Leutenegger Pty Limited

Martin Wells Holdings Pty Limited
Neltarc Pty Limited

¥ Conirolled entities of which Deloitte Touche Tohmatsu has not acted as auditors.

** These entities are controlled by the Company as the Directors believe that the Company has the capacity to dominate
decision making in relation to the financial and operating policies of the entity, in order to pursue the objectives of the
Company.

Certain immaterial entities have not been disclosed in the above listing of controlled entities.

Purchase of business {Ses note 25)
SPOS was acquired on 3 April 2003, Options in SPOS have been issued o the joint CECQ's of SPOS such that each have a 20%
equity interest in the increase in the value of SPOS over the coming years.

On 1 July 2003, 60% of BLC Cosmetics was acquired.

Sale of business

At September 2002 the consclidated entity disposed of a 50% inferest in the AarqueAnitech Pty Ltd business for a loan
consideration of $1,500,000 this was repaid in December 2002. There was a loss on disposal of $316,000. The business of
AargueAnitech Pty Ltd was transferred to Createc Pty Lid.

During the year 4.5% of Aarque Graphics New Zealand Limited was sold to members of its management team for $363,000.
There was a profit on disposal of §104,000.
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NOTES TO THE FINAMCIAL STATEMENTS

continued

25 - Acquisition of Businesses

Two import and distribution businesses were acquired during the year. On 3 Aprit 2003 HCGL acquired 100% of SPOS a supplier
of price ticketing, shelf management systems, merchandising and promotionat display products. HGL has introduced Mike
Farley and Remy Morello as joint CEC's. Mike Farley is a sales and marketing business builder with approximately 30 years
experience in Australia and the USA. Remy Morello, CPA, has over 30 years experience in finance and general management.
HGL has structured SPOS so that the joint CEO's each have a 20% equity interest in the increase in value of SPOS if the value
is crystatised by a sale or similar event.

On 1 july 2003 HGL acquired 60% of BLC Cosmetics. BLC s the Australian distributor of Thalgo a worldwide brand of beauty
and skin care products. HGL has introduced Sol Caganoff as a 40% shareholder and CEO of BLC. Solwas previously Managing
Director and co founder, Together with HGL, of Luxottica Australia. From a small base that company became the market leader
in the import and distribution of high quality branded spectacle frames and sunglasses to the professional optometry market
in Australia.

The fair value of asseis and liabilities acquired in SPOS as at 37 March 2003 and BLC Cosmetics ag at 30 june 2003 are

shown below:
SPOS  BLC Cosmetics Totaf
$000 $000 37000

Consideration 7,088 9,633 16,721
Cost of acquisition 245 257 502
Less cash in business on acquisition {2,741) {1,281 {4,022)
Lass equity from partner - {200} {200

4,592 7,709 12,301
Deferred consideration 924 2,252 3,176

Total consideration 5,516 9,961 15,477

Net asseis acquired:

Current Assets

Receivables 2072

Inventories 1,706

Current tax assets 247 271

Non-current Assets
Property, plant and equipment 312 2,418 2,730

Current Liabilities
Payables £1,231) {512} £1,743)
Provisions {104 {23} {127

Non-current Liabilities
Provisions {126) {57} {183)

Net Assats 2,876 4732 7,608

Goodwill 2,640 6,129 3,769
Minority interest - {200} {200)

5,516 9,961 15,477

Property, plant and equipment include $2,095,000 of freehold tand and buildings which is included within unallocated in
Segment Reporting note 27.

The final amount of the deferred consideration for SPOS is dependent on certain performance targets for the period ending
30 fune 2004. The deferred consideration is payable in August 2004. The deferred consideration for BLC Cosmetics is also
payable in August 2004. Both of these payments have been provided for at 30 September 2003 as disclosed in the Payables
note 12,
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continuwed

26 - Disposal of controlled entity

On 20 December 2001 HGL Limited announced is infention Io dispose of its interest in the GMA businesses.

Cn 26 March 2002 the consolidated entity disposed of its 30% interest in GMA Garnet Partnership and GMA Garnet Pty Ltd.
The disposed entities were producers and suppliers of industrial garnet to the abrasive blasting industry and were reported as

the industrial abrasives segment.

There were no disposals during the current year.

Consolidated
Period ended
26 March 2002
5000

Financiat perfermance
Revenue from discontinued operation
Expenses from discontinued operation

Profit from ordinary activities of discontinued operation
fncome tax expense related to discontinued operation

Profit after tax
Cutside equily interest
HGL Limited share of profit after tax

Cash flows

Net cash flows from operating activities
Cash flows from investing activities
Cash flows from financing activities

Total net cash flows

10,661
(8.819)

1,842
{540)

1,302
(591}
A

2,808
16,687
{4,002)

15,503
Cansedidated

2002
$'000

Consideration
Cash

Details of the disposal were as follows:

Bock value of net assets disposed of
Current asseis

Non-current assets

Current Habilities

Non-current liabilities

Bock value of net assets disposed of
Cutside equily interests

Cost of disposal

Profit on disposat

Net cash inflow on Disposal
Cash consideration
Less cash balances disposed

18,210
18,210
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NOTES TO THE FINAMCIAL STATEMENTS

continued

industiial fmport & Listed Segment
Abrasives  Distribution Securities Total inalfocated®  Consolidated
$000 $000 5000 SINKY 5000 S000

27 - Segment Reporting

Business segments

30 September 2003

Revenue
Segment Revenue — External Sales 90,131 - 20,131
Segment Revenue — Other 23,203 2,115 26,318

113,334 3,115 116,449

Segment Result
Profit before income tax 9,347 17,644 {2,771} 14,873
Income tax - - {2,204} {2,204}

Profit after income tax 9,347 17,644 {4875} 12,669

Segment asseis 56,944 72,150 21,903 94,053

Segment tiabitities {16,320) {16,320} {11,989} (28,309}

Net asseis 40,624 55,830 9,914 65,744

Other disclosures:

Depreciation & Amortisation 1,859
Acquisition of segment assets 2,322
Assets of businesses acquired 2,730
Carrying value of equity investmentis 2,047
Share of associates profit 218

Other significant revenue:

Sale of property 2,650
Sale of listed securities 16,640
Dividends 3,025
Marketing to market listed securities 918 918

Other significant expensas:
Stock obsolescence 798 798 798

*  Unallocated refers to Tax assets, tax liabilities and tax expenses, cash, properties, head office itemns and the employee share
scheme.

The conseolidated entities main business is carried on in Australia. There are no material geographical segments to report.

The mport and distribution businesses obtain branded products mainly from overseas and distribute these products mainly
within Australia. Listed securities comprises the listed investments, the equity accounted investment in MMC Asset
Management Limited and the investment in the units of the Strategic Value Trust.
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fdustrial
Abrasives
$000

import &
Dristribution
$000

Listed
Securities
$000

Segment

continuwed

Yoral Unallocated®  Conselidated

$oao

SOy soo0

27 - Segment Reporting (continued)

Business segments {continued}

30 September 2002
Revenue

Segment Revenue — External sales
Segment Revenue — Other

Segment Result
Profit before income tax
income tax

Profit after income tax
Segment asseis
Segment liabilities
Net assets

Other disclosures:

Depreciation & Amortisation
Write off intangibles

Non-cash expenses other than depreciation

& amortisation
Acquisition of segment assets

Carrying value of equity investments

Share of associates loss

Other significant revenue:
Marking to market listed securities
Sale of controlled entity

Sale of listed securities

Other significant expenses:
Stock obsolescence

73,740
2,265

83,874
11,587

- 83,874
18,781 30,378

76,005

95,471

18,781 114,252

4623

5.326

11,791

2,581 14,372
(3960} (3,960

4623

5,326

11,791

{1,379} 10,412

39,466

{13,572)

21,659

61,125

(13,572)

(10,874}

17,772 78,897

{24,446)

25854

21,659

47,553

6,898 54,457

1,715
1,676

1,143
252
371

792

2,305
1676

2036
252

(371)

3,408

4,432

792

2322
1676

316

2,122

252
(371)

3,409
18,210
4,432

7t 863

*  Unallocated refers to tax assets, tax Habilities and tax expenses, cash, properties, head office items and the employee share

scheme.

The consolidated entities main business is carried on in Australia. There are no material geographical segments to report.

The import and distribution businesses obtain branded products mainly from overseas and distribute these producis mainly
within Australia. Listed securities comprises the listed investments, the equity accounted investment in MMC Asset
Management Limited and the investment in the units of the Strategic Value Trust.
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NOTES TO THE FINAMCIAL STATEMENTS

continued

28 - Related Parties

Diractors

The names of persons who were Directors of the Company at any time during the financial year and their relevant interest
in the securities of the Company as at year end are as follows:

MNumber of Ordinary shares held
Mon- Direct tndirect
Beneficially beneficiatly fnterest Interest

PG Miller {alternate: MA Hershon) 39,723 7,756,304 39,723 7,756,304
K] Eley 1,841,733 - 1,841,733 -
FM Wolf 147,578 - - 147,578
1D Constable - appointed 1 August 2003 44,000 625 44,625 -
Ma Hershon - 7,756,304 - 7,756,304
DN Constable - resighed 1 August 2003 - - - -
R] Constable - resigned 29 October 2002 - - - -

Related party transactions

{1} Pursuant fo the HGL Limited Employee Share Scheme (1399}, as approved at the ninety-fifth Annual General Meeting on
19 fanuary 1999, a loan of $543.000 was made to K} Eley to enable the repayment of the loan balance under the previous
share scheme.

During the year, an additional amount of $101,000 (2002: §114,000} was lent to K] Eley, and repayments of §9,000 (2002:
$3,000} were made by K] Eley, in accordance with the terms of the HGL Limited Employee Share Scheme {1999}
The balance of the loan account is $914,000 {2002: $822,000}. Interest of $43,000 {2002: $134,000) was charged.

trierest rate: Under the HGL Employee Share Scheme (1989), the interest rate Is equal to the dividend rate,
based on the issue price of Scheme shares. For the year ended 30 Septemnber 2003, the interest
rate was 12.48% pa {2002: 16.10% pa}.

Repaymert of principall  On the last day of each calendar year, an amount equal to the sum of franking credits received
by K} Eley under the HGL Limited Employee Share Scheme {1998) multiplied by one minus the
top tax rate {including Medicare levy) and profit from sales of any such shares shall be used in
partiat discharge of the Scheme Loan {1999).

No demand for repayment of the principal shall be made before the earliest to occur of:

{a} the expiration of six months after ¥} Eley ceases, for any reason other than death,
to be an employee of the Company or controlled entity;

{b} the expiration of twelve months after death; and

{c} the seventh anniversary of the making of the approval of the Scheme Loan {1999}
o 19 January 1999

Security: The Company retains a holding lock in respect of the Scheme shares regisiered in the name of
K} tley. The value of this security as at 30 September 2003 was §1,695,000 {2002: $1,225,000}.
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NOTES TO THE FINANCIAL STATEMENTS

continuwed

28 - Related Parties (continved)

Related party transactions {continued}

{2} During the year, the Company received monies on deposit from the following parties:

interest paid Amount
during the year outstanding
2003 2002 2003 2002
$ 8 $ §

jancon Pty Limited {related entity of R] Constable} 1,580 11,688 - 88200
K} Eley and KJE Super Fund - 3879 - 111,668

{3} Directors received or were entitled to receive dividends from the Company during the year ended 30 September 2003 on
shares held in the Company in their own names and their associated entities. These transactions were on the same basis
as with other shareholders.

{4} The aggregate number of shares acquired by Directors and their refated entities in the Company was nil {2002: 80,000
acquired). The aggregate number of shares acquired through the Dividend Reinvestment Plan by Directors and their related
entities in the Company was 99,814 {2002: 103,538).

{5} Transactions between the Company, its controlled entities and its associated entities relate to inter-entity loan account
balances which carry interest at commercial rates. The amount of interest has been disclosed in Note 2 and balances at
year end are disclosed in Notes 5 and 13.

{6} During the year, HGL Limited bought back shares pursuant to the on-market buy-back and listed security trades through
Bell Potter Securities, the firm where JD Constable worked as a broker. Brokerage fees were paid in the ordinary course of
business, totalling $16,474 (2002: §18,525).

{7} Transactions between the Company and its controlled entities and amongst the various controlled entities consist of the
payment and receipt of dividends, the transfer of funds amongst the entities for day-to-day financing and investment of
surplus funds, and the payment and receipt of interest on inter-entity balances. Such balances are unsecured and carry
interesi at commercial rates.
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NOTES TO THE FINAMCIAL STATEMENTS

continued

29 - Financial instruments

Significant Accounting Policies

Detalls of the significant accounting policies and methods adopted, including the criteria for recognition, the basis of
measurement and the basis on which revenues and expenses are recognised, in respect of each class of financial asset, financial
tability and equity instrumend are disclosed in Note T to the financial statements.

{a) Forward Foreign Exchange Contracts

it is the policy of the consolidated entity to enter into forward foreign exchange contracis to cover specific foreign currency
paymenis and receipts. The consolidated entity also enters into forward foreign exchange contracis to manage the risk
associated with anticipated transactions out to & months and longer.

The following table details the forward foreign exchange contracts cutstanding as at the reporting date.

Average Exchange Rate Principal Amount
2003 2002 2003 2002
§7000 $'000

Buy US Dollars
Less than 3 months
3 to 6 months

Buy Euros
Less than 3 months

Buy Great Britain Pound
Less than 3 months

Buy Japanese Yen
Less than 3 months
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continuwed

29 - Financial Instruments continued)
(b} Interest Rate Risks

The following table details the consolidated entity's exposure fo interest rate risk as at the balance date:

Fixed Interest Rate Maturity
Average Varfable Less tham Tiok Man-interest
interest Rate {nterest Rate T year VEAE Bearing
% $7000 $7000 31000 §1G0

Year 2003

Financial Assets

Cash

Trade receivables

Loan to Director

Loan 1o other entities
Advance to operating entities

Financial Liabilities

Trade payables and accruals
Bank loans

Cther borrowings

Finance lease liabilities
Employee entitlements

Year 2002

Financial Assets

Cash

Trade receivables

Loan to Director

Loan 1o other entities
Advance to operating entities

Financial Liabilities

Trade payables and accruals

Bank loans

Loan from Director and Director-related entities
Gther borrowings

Finance lease liabitities

Dividend

Employee entitlements
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continued

29 - Financial Instruments (continued)

{c) Credit Risk

The consolidated entity has adopted the policy of only dealing with creditworthy counterparties and obtaining sufficient
collateral, or other security where appropriate, as a3 means of mitigating the risk of financial loss from defaults. The
consolidated entity measures credit risk on a fair value basis.

The conscolidated entity does not have any significant credit risk exposure to any single counterparty or any group of
courterparties having similar charactaristics.

The carrying value of financial assets recorded in the financial report, net of any provision for losses, represents the
consolidated entity's maximum exposure to credit risk

{#) Net Fair Value

Except as detailed in the following table, the carrying amount of financial assets recorded in the financial statements
represents their respective net fair values, determined in accordance with the accounting policies disclosed in Notel to the
financial statements.

The net fair value of financial assets and financial Habilities detalled in the following table have been defermined as the net
fair value of financial assets traded on active liquid markets and determined with reference to quoted market prices.
Carrying Amount at Cost Met Fair Value

2003 2002 2003 2002
5000 51000 $°000 5000

Financial Assets
Traded on organised share markets
Shares 10,958 3,327 14,447

30 - Financing Arrangements

Unrestricted access was available at balance date
to the following lines of credit:

Total facilities
Bank overdrafis
Bank bill facilities — current
Bank bl facilities — non-current

[Hilised
Barnk bill facilities — non-current

Unused at balance date
Bank overdrafis 88 87
Bank bill facilities — current - -
Bank bil facilities — non-current 18,000 22,000

18,088 22,087

Subject to compliance with the Bank's terms and conditions, the bank bill facilities may be drawn at any time. The maturity
period for the bills is subject to the annual review of the consolidated entity’s banking facilities. The bank overdraft facitities
may be drawn at any time and may be terminated by the bank without notice. Interest rates on all facilities are variable at
prevailing market rates.
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continuwed

Consolidated Company

2003 2002 20063 2062
$°000 000 $7060 000

317 - Reconciliation of Operating Profit after

Income Tax to Net Cash Inflow from

Operating Activities
Profit from ordinary activities 12,669 10412
Share of associates’ loss/{profit} (218) 371
Depreciation and amortisation 1,859 2,322
Write off intangibles - 1676

Mark to market of listed securities (918} {3,409}
(Profit} on foreign currency translation (504} {273}

12,880 11,099

{Profit)/loss on sale of investments, property, plant and
equipment and provision for investment {4,967y ({6,50M)

fincrease)/decrease in receivables and other assets 428 6,219
fincrease)/decrease in inventories (672) 3,103
Increase/{decrease) in accounts payable 1,513 {5913}

Net cash inflow from operating activities 9,192 8,007

32 - Non-cash Financing and Investing Activities

Acquisition of plant and equipment by means of finance leases 672 1.198

Bividend satisfied by the issue of shares under the
Dividend Reinvestment Plan 768 964

33 - Contingent Liabilities and capital commitments

There are no contingent liabilities or capital commitments.

34 - Subsequent Events

On 10 October 2003 MMC Contrarian Limited, a listed investment company, lodged a prospectus with ASIC seeking to raise
$150 million. On 28 October 2003 a supplementary prospectus increasing the proposed capital raising to $200 million was
lodged with ASIC. For each share in MMC Contrarian there is a free option to subscribe for an additional share at an exercise
price of $1.00 exercisable by 30 june 2005,

The management of MMC Contrarian is to be provided by a company owned 40% by HGL and 60% by MMC Asset
Management. The management fees from MMC Contrarian will be 1.25% of gross assets with a performance fee of 15% of
any positive outperformance measured against the All Ordinaries Accumulation Index.

Afso on 10 October 2003 HGL announced i had reached agreement with Austratian Heritage Group Limited to acquire a
further 16.5% of MMC Asset Management for $3 million, subject to the approval by the other shareholders of MMC Asset
Management. This acquisition would take HGLUs interest in MMC Asset Management to 39.7%. HGL may sell approximately
3% of MMC Asset Management to members of ifs management team.

HGL LIMITED 47

























