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STOKES CORPORATE

Stokes (Australasia) Limited

Directors’ Report

TRADING — ANNUAL PROFIT

The Directors of Stokes (Australasia) Limited
report that the profit before non recurring costs was
$204,000 for the year ended 30 June 2003. The
Stokes (New Zealand) subsidiary had a record
profit.

However, as previously announced, the company
lost a major contract to manufacture dishwasher
baskets. On completion of the contract later this
year surplus plant will be sold and the remaining
plant will be relocated fo create space for storage
of spare parts. The Wantirna operation will then
be relocated to Ringwood.

Following a review of all plant and equipment, the
likely realisable value for the surplus plant and the
ongoing manufacturing operation at reduced levels
the Directors have decided to write down the value
of plant and equipment by $890,000. The
estimated restructuring costs of relocating the
Wantirna operation and reducing staff levels is
$700,000. The Directors have decided to provide
for these costs in the 2002/3 year. After praviding
for this non recurring cost the Company recorded a
Ioss of $1.386 million dollars after minority interest
and income tax. This result compares withh an
operating loss of $248,000 after minority interest
and income tax last year.

Sales for the year were down by (0.7%). Sales
were lost due to the depressed market for
appliance spare parts caused by the housing boom
and consequent high sales of new appliancas.

BANKING COVENANTS

The Company continues to maintain its key fixed
charge cover ratio for the year but was in braach of
other lending covenants of its bankers.

COST REDUCTION

Cost reductions continued to be implemented
during the year. The Corporate office at Mitcham
was closed in January 2003 and relocated to the
factory site at Ringwood. Further cuts were made
to the numbers of overhead staff employed.
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MANUFACTURED PRODUCTS

As mentioned in the 2002 Annual Repor, the
company was given twelve manths notice that the
contract to manufacture dishwasher baskets for
Electrotux had been awarded to angther company
for a new model dishwasher. Over the past six
months demand for baskets for the existing model
has been extremely high to allow for a build in
stock levels of completed dishwashers prior to the
Electrolux factory shutting down to install assembly
ines to produce the new model  Excessive
overtime and additional casual labour were
employed to meet this demand. This led to
manufacturing inefficiencies and higher costs of
production.  Orders for the domestic market were
completed in August 2003, but production at a
lower rate for export and spares markeis will
continue until Octobar, when fthis section will he
closed.

Demand for elements for the spare parts market
fell dusing the yaar. This market has been flat for
some time and is not expected to pick up while the
boom in construction of domestic dwellings
continues.

New products cantinue to be developed for niche
markets. These products mainly relate to domestic
water heating and spa bath heaters.

BADGES AND MEDALLIONS
Badge sales showed an encouraging increase for

the year. Local production of metal badges is now
minimal with most badges being imported.
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MERCHANDISED PRODUCTS

The Company confinually looks for any opportunity
to increase the range of spare paris carried. New
products were added to the range during the year.
Whereas in the past the Company mainly sold
spare parts for Australian made home appliances,
aliances have now been established with an
increasing number of importers of appliances.

Sales manuals covering washing machine and
vacuum spare parts were released during the year.
These manuals make it easy for service
contractors io choose the correct spare part. They
have been well received by the trade as being
possibly the most comprehensive and easy to use
manuals available.

. Sales of Figher & Paykel spare parts increased
encouragingly. The range of parts stocked has
been expanded in line with the increased demand.
Sales of the Hermetic brand heating elements also
Grew.

The Company was appointed the Australian
distributor for Skope heating spare parts with sales
commencing in March. The Company also
commenced distributing spare parts for LG
appliances in the June quarter. The products are
expected to make significant contribution to sales
and profits in the years ahead.

NEW ZEALAND

Foliowing a pleasing resuit in the previous year,
sales, margins and profits all improved in the year
to June 2003. New Zealand sales were up by 10%
in a depressed spares market Costs were
reduced by closing the small office and warehouse
facility in Christchurch and servicing the whole New
Zealand market from the Auckland facilty. The
New Zealand operation also benefited from a
stronger focal currency, which reduced the cost of
imparted merchandise.

WANTIRNA RELOCATION

On completion of the dishwasher basket contract
surplus plant will be sold. The ongoing plant will be
relocated within the factory to create space for
storage of spare parts. The stock held at Wantima
will be relocated into the Ringwood factory, prior to
expiration of the Wantima lease in March 2004.
Additional offices will be constructed cheaply within
the factory building to accommodate the staff
waorking at Wantima.
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With the growth of Appliance Paris sales in recent
years the Company outgrew the space available at
Wantira. It was necessary to lease a second
warehouse adjacent to the original building.
Having all the warehousing in Victoria under the
one roof will reduce materials handling and logistic
costs significantly.

CURRENT YEAR

There will be non recurring costs incurred in the
closing of the wire basket sector, retrenching
excess employees and relocating the Wantima
cperation to Ringwood. These costs are expected
to total approximately $700,000. A provision has
been made in the accounts in the 2002/3 year fo
cover these costs.

By the June quarter 2004 the planned restructuring
will be completed. Fixed costs will have been
reduced so the company can operate profitably at
the reduced level of sales. Resources will be in
place to grow the core businesses of the cormpany
which are appliance spare parts and manufactured
praducts for niche markets.

With the loss of the dishwasher basket contract the
Company now primarily markets and distributes
spare parts for a wide range of appliances.
Previously Stokes concentrated on distributing
parts for Australian made appliances, but with the
increasing market penefration of imported
appliances into Australia, the company has
progressively negotiated distribution rights  with
importers.

The company will continue to manufacture electric
heating elements for niche markets such as
elements specially designed for industrial and
commercial markets where orders are foo low to
interest importers. Other manufactured products
mclude coiled hot plates for stoves, which ara not
manufacturad in Europe or Asia. An electronic
controlled water heating element has been
designed and patented by the company.

The company has progressively withdrawn from
manufacturing products that are readily sourced on
a global basis by major customers. This withdrawal
has been costly in recent years, but the
restructuring of Stokes is now nearing completion.
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EMPLOYEES

The year has again been a difficult one for all
amployees of Stokes Excessive overtime was
required in some areas to meet customer demand.
Retrenchrments have also been necessary as the
dishwasher basket contract wound down. The
Directors warmmly thank all employees for their
continued suppart during these difficult imes.

BOARD CHANGES

Mr Gordon Elkington was appointed a Director of
the Company on 24 April 2003.

SUBSEQUENT EVENTS

The land at Ringwood has been sold for $2.5
million with the company entering a contract to
lease the land and building for five years, with a
further five year option. Part of the proceeds of the
sale will be applied to debt reduction. The ioans to
Suncorp Metway and the ANZ  will be repsid,
leaving GE Capital as the sole secured creditor.
The balance of the proceeds wil finance the
remaining restructuring costs and the relocation of
the Wantima operation to Ringwoad.
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CORPORATE GOVERNANCE
Board Composition

The Board of Directors currently comprises four
members being the Managing Director and three
non-executive Directors.

It is the general policy of the Board that it has a
mixture of executive and non-gxecutive Directors
thus ensuring a wide range of experience and
independent thought in reviewing management's
strategies and initiatives for the Company.

The majority of the Board are non-executive
directors, who are independent, having no
business relationship which could compromise
their independence. The roles of Chaiman and
chief executive officer have been separated, with
the Chairman being a non-executive Diractor.

Appointment and Retirement of Directors

The Company's Constitution require that Directors
appointed by the Board submit themselves for re-
election at the first meeting of shareholders
following their  appeointment Under the
Constitution, one third of the Directors (excluding
the Managing Director) must retire by rotation each
year and submit themselves for re-alaction by
shareholders. The Board is responsible for
succession planning and identification of new
Board members.

Directors Access to Professional Advice

With the Board's approval, individual Directors may
seek independent professional advice at the
Company's expense in the furtherance of their
duties.

Audit Committee

Since 192980, the Beoard has had a formally
consfituted  Audit Committee. The current
members of the Audit Committee are:

Mr. D. G. 5. Anderson (Chairman)
Mr. W. R. Stokes

Mr. C. K. Day

Mr. . B. Elkington
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The main responsibilities of the Audit Committee
are:

+ Liaising with the external auditors, including
reviewing external audit reports, management
responses and ensuring action is taken
promptly by management in respect of those
raports,

+ Monitoring compliance with the Corporations
Act 2001 and ASX Listing Rules.

« Assessing the quality of financial reports
issued by the Company and reviewing any
related party transactions of the Company.

The Committee is also responsible for the
nomination of external auditors and for reviewing
their remuneration and terms of engagement and
the scope and quality of the audit In fulfiling its
responsibilities, the Committee receives regular
reports from management and the exemal
auditors. It also meets with the extemal auditors at
least two times a year. The exiernal audiiors ara
encouraged to communicate direclly with non-
executive directors.

Remuneration Committee

The Board has a formally constituted
Remuneration Committee. The cument members
of the Rernuneration Committee are;

Mr. D. G. &. Anderson (Chairman)
Mr. C. K. Day

Mr. W. R. Stokes

Mr. G. B. Elkingtan

The aggregate remuneration available for division
amongst the non-executive directors is determined
by the shareholders in general meeting.
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Risk Management

The Company has established arrangements to
identify and manage areas of significant business
risk.

The consideration of and the approval by the Board
each year of the Company's annual budget and
business plan, presented by management, assists
the Board in identifying areas of significant risk and
to adopt strategies to reduce those risks. Other
specific arrangements include:

» delegated authorities ensuring that capital
expanditure commitments exceeding certain
limitss are submitted to the Board for approval;

+ comprehensive monthly reporting to the Board
of operating and financial performance; and

+ regular reports by management conceming the
Company's systems to ensure compliance with
environmental and occupational health and
safety requirements.

Corporate Conduct

Al Directors, execufives and employees are
axpected to act at all times in a lawful, professional
and ethical manner.

Communication with Shareholders

The Board of Directors aims to ensure that the
sharsholders are informed of all significant
developments affecting the Company's affairs.

Dealing in Sharas

The Board has adopted guidelines for dealings in
the Company's shares which define periods during
which dealings may nomally ocour and the
procedures for notifying the Board to be abserved
prior fo any dealing.
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Directors' Meetings

61398726158 F.av

The number of Directors' meetings and meetings of Committess of Directors held during the financial year and
the number of meetings attended by each Direclor (while they ware a director or committee member) were;

Directors Meetings Audit Committes Remuneration Committee
Meetings Meetings
Attended Held Altended Held Attended Held
D. G. 5. Anderson 14 14 3 3 - -
W. R. Stokes 14 14 3 3 - -
C. K. Day 14 14 3 3 - -
G. Elkington 3 3 - - - -

OTHER STATUTORY INFORMATION

The Directors submit herewith the annual financial
report for the financial year ended 30 June 2003.
In order to comply with the provisions of the
Corporations Act 2001, the Directars report as
follows:-

a) Directors

The names of each of the Direclors of the
Company in office during or since the end of
the financial year are set out below together
with their qualifications, experience and speciai
responsibilifies -

William R. Stokes, B. Comm., Age 60.
Chairman and Managing Director from 1874
until 15 November 2001. Mr Stokes continues
as Managing Director with Mr Desmond
Anderson assuming the role of Chalrman from
15 November 2001 He is a Direclor of the
Company since 1967. He is also a Director of
Stokes Investments Piy. Ltd., The Australian
Electrical and Electronics Manufacturers
Association and a General Councillor of the
Victorian 8ranch of the Australian Indusiry
Group.

Colin K. Day, Age 50

1971-1987 worked in IT industy in various
systems, programming and management roles.
Co-founded the Remington White debt collection
company in 1987 which specialised in collecttons
for major banking and financial institutions and
telecommunication companies. This company was
sold in July 2000,

Desmond &. S, Anderson, Age 69

Former Partner in an International firm of chartered
accountanis. Former Executive Director of The
Herald & Weekly Times Ltd. Former Director of
Crawford Productions Group, J C Willamson
Group and a number of other companies. Former
Chairman of Newspaper Publishers Association of
Victoria and The Newsagency Council of Victoria,
Currently Executive Chairman of a number of his

family companies.
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Gordon B. Eington, Age 55

Appointed {o the Board on 24 April 2003. Trained
in science and engineering and lectured in
mathematics at the University of Sydney before
qualifying as a barrister. For the past several
years, has acted as a director and company
secratary of Winpar Holdings Limited. Barrister of
the Supreme Court of New South Wales. Former
Senior Lecturer at the University of Sydney.

The above named directors held office during and
since the end of the financial year except for:

Mr Gorden B. EIKington — appointed 24 April 2003

b} The principal activities of the consalidated
entity in the course of the year were the
merchandising and distribution of appliance
spare parts; valve and camlocks; badges and
medallions; electrical switches and controls
and the manufaciure of electric elements,
metal components and wire products.

c) The consolidated loss of the consolidated
entity for the financial year after income tax
was $1,319,000 (2002: $211,000).

d) Dividends

No dividends were declared or paid during the
financial year and the Directors do not intend
10 declare a dividend in respect of the
financial year.

e) During the financial year, there was no
significant change in the state of affairs of the
consglidated entity other than that referred to
in the financial statements, notes thereto, or
elsewhere in this report.

a)

h)
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There has not been any matter or
circumstance, other than as referred to
clsewhere in this report or in the financial
statements or notes thereto, that has arisen
since the end of the financial year, that has
significantly affected, or may significantly
affect, the operations of the consolidated
entity, the results of those operations, or the
state of affairs of the consolidated entity in
future financial years.

Disclosure of inforration regarding  fikely
developments in the operations of the
consolidated enfity in future financial years
and the expected results of those operations
is likely to result in unreasonable prejudice to
the consolidated entity. Accordingly, this
information has not bzen included in this
report.

The shares in the Company in which each
Director had a relevant interest and the nature
and extent of that interest at the date of this
report were:

Beneficially Other
Owned
D. G. 5. Anderson - 1,075,533 (1)
C. K. Day 1,228 -
W. R. Stokas 366924 340,750 (13
182,020 &
G. B. Elkington B0 122 93,270 (33

(1) Held by cannecled company, relative or family trust.
(2) Held as trustee of deceasad astate.

(3) Held by a public company of which G, B. Elkington is a
Diractor.
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Indemnification and Insurance of Officers
and Auditors

The Constitution of the Company provides
that, to the extent permitted by the
Corporations Act 2004, “every officer and
employee of the Company and its wholly-
owned subsidiaries shall be indemnified
out of the funds of the Company (o the
extent that the officer or employee is not
otherwise indemnified) against all liabilities
incurred as such an officer or employes,
including alf liabilities incurred as a result
of appointment or nomination by the
Company or the subsidiary as a trustee or
as an officer or employee of another
corparation.”

The Directors of the Company who held
office during the past year, namealy Massrs,
0. G. 8 Anderson, C. K, Day, W. R.
Siokes and G. B. Elkington have the
benefit of the above indemnity. The
indemnity also applies to executive officers
of the Company, being the divisional
general managers and other executives
and managers who are concerned, or take
part, in the management of the Company.

)
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Duwing the financial year, the Company
paid a premium for an insurance policy
insuring any past or present Director,
Secretary, executive officer or employee of
the Company or its subsidiaries, including
the Directors, Secrefary and executive
officers referred to above, against certain
liabilities. In accordance with common
commercial practice, the insurance policy
prohibits disclosure of the nature of the
liabifity insured against and the amount of
the premium.

No amounts have been claimed or paid in
respect of the indemnity or insurance
palicy other than the payment of the
insurance premium refemred to above.

Rounding off of amounts

The company is & company of the kind
referred to in ASIC Class Order 98/0100,
dated 10 July 1998, and in accordance
with that Class Order amounts in the
directors’ report and the financial report
have been rounded off to the nearest
thousand dollars,
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k) Directors’ and Executives’ Remuneration

The following table discloses the remuneration of the directors of the company and the five highest
remunerated executives of both the company and the consalidated entity (including executive directors).

Name Office Salary/Fees  Benefits Total

W. R. Stokes Executive Director 126,646 30,438 157,085
D.G. 5 Anderson  Non-Executive Director 88,250 - 88,250
G. B. Elkington Non-Executive Director 4 646 - 4,646
C. K Day Naon-Executive Director 37,313 - 37,313
K. Savaris Executive 105,422 18,454 123,876
F.W. Stokes Executive 95,385 11,718 107,103
W. Haller Executive 111,701 13,411 125,112
I. Spiden Execulive 46,876 39,248 86,124

Signed in accordance with a resoluion of the Directors made pursuant to Section 288(2) of the Corporations

Act 2001.
On behalf of the Directors . gL
! E \ b :
iy ﬁ&mﬁf-/ \.J |

2 nn;l G. 5. Anderson William R. Stokes

Des
: Director Drirector
Cuolin K. Day Gordon B. Elkington
Director Director
Dated at Ringwood Victoria

YO September2003
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for the financial year ended 30 June 2003
CONSOLIDATED COMPANY
Note 2003 2002 2003 2002
$'000 $'000 $'000 $'000
Sales revenue (sale of goods) 2 33,195 33,604 30,652 31,001
Cost of sales {24,831 {25,397) {23,427} (23,871)
Gross Profit 8,264 8.207 7,225 7,130
Other revenue from ordinary activities 2 325 153 267 153
Pistribution expenses {1,569) (1,602) {1,502) (1.538)
Selling expenses (2,990) {3.081) (2,636) (2,699)
Occupancy expensas (503) (485) (441) (433}
Administration expenses (2,542) {2,703) (2,172) (2,322)
Borrowing costs 2(c) (614) (601) (610) (502)
Other expenses from ordinary activities (89) (24) (82) (27
Write-down to recoverable amount — plant
and equipment 2 (890) - (890) -
Resfruclure costs 2 {700) - (700) -
(Loss) from Ordinary Activities Before
Income Tax Expense 2 {(1,208) (146) {1,541) (329)
Income tax expenze ralating o ordinary
activities 4 111 &5 - -
{Loss) from Ordinary Activities After
Related Income Tax Expense (1,319) (211) (1.541) (329)
Net Profit Attributable to Qutside Equity
Interests 67 37 - -
(Loss) Attributable to Members of the
Parent Entity 24 {1,386) (248) {1,541) (329)
Increase in foreign currency franslation
reserve arising on translaticn of self-
sustaining foraign operations 23 11 14 - -
Total ravenue, expense and valuation
adjustments attributable to members of the
parent enfity recognised directly in equity 11 14 - -
Total changes in equity other than those
resulting from transactions with owners
as owners (1,375) (234) (1,541) (329)
Cents Cents
per pet
share share
Basic earnings per share 26 (24.5) (4.4)
Diluted earnings per share 26 {24.5) {4.4)

Notles to the financial statements are included on psges 13 o 45.
10
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Stokes (Australasia) Limited

Statement of Financial Position as at 30 June 2003

CONSOLIDATED COMPANY
Note 2003 2002 2003 2002
$'000 $'000 $°000 $'000

Current Assets
Cash assets 425 634 210 618
Receivables b 4,969 5213 4,676 4,871
Inventories g 5,498 5,290 5,207 5,025
Current tax assets 7 21 11 g 9
Other B 2,377 203 2. 369 20
Total Current Assets 13,290 11,351 12,471 10,724
Non-Current Assets
Other financial assets 9 - - 2,192 2182
Property, plant and equipment 10 1,808 5,445 1,718 5335
[ntangibles 11 113 153 30 60
Other 12 130 89 130 B9
Total Non-Current Assets 2,051 5687 4.070 7.676
Total Assets 15,341 17.038 16,541 18,400
Current Liahilities
Payables 13 3,490 4,607 3,294 4,292
Interest-bearing liabilities 14 5,878 5720 5,908 5720
Current tax liabilities 15 - 26 - -
Provisions 16 1,315 708 1,288 680
Total Current Liabilities 10,683 10,961 10,490 10,692
Non-Current Liabilities
Interest-bearing liabilities 17 126 158 126 158
Provisions 18 793 877 793 877
Other 19 - - 2,000 2,000
Total Non-Current Liabllities 919 1,035 2019 3,035
Total Liabilities 11,602 11,966 13,409 13,727
Net Assets 3,739 5,042 3,132 4,673
Equity
Confributed equity 22 5,895 5,895 5,895 5,895
Reserves 23 189 178 159 159
Accumulated losses 24 (2,592} (1,208) (2,922) (1,381)
Parent entity interest 3,492 4,867 3,132 4,673
Quiside equity interest 25 247 175 - -
Total Equity 3,739 5,042 3,132 4,673

Notss fo the financial statements are included on pages 13 to 45.

H
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Slokes (Australasia) Limited

Statement of Cash Flows for the financial year ended 30 June 2003

CONSOLIDATED COMFANY
Note 2003 2002 2003 2002
$000 000 $'000 000

Cash flows from operating activities
Receipts from customers 33,603 34,118 31,068 31,570
Payments to suppliers and employees (32,805) {(32,490) (30,659) (30,180)
interest received g 2 4 2
Interest and other costs of finance paid (614) (540) {610) (529)
Income tax paid (147) (74) - -
Net cash provided by/(used in) operating
activities 3H{c) 45 1,018 {197) 863
Cash flows from investing activities
Payment for trade manuals {155) - (155) -
Payment for property, plant and
equipment 10 (344) (244) (304) (235)
Proceeds from sale of property, plant and
equipment 107 24 82 24
Net cash provided by/(used) in investing
activities (392) (220) (367) (21)
Cash flows from financing activities
Proceeds from borrowings 337 - 367 -
Repayment of borrowings {211) {423) (211) (383)
Net cash provided by/{used in) financing
activities 126 (423) 156 (383)
Net increase/{decraase) in cash held (221) 373 (408) 269
Cash at the beginning of the financial year 634 248 618 349
Effects of exchange rate changes on the
bafance of cash held in forgign currencies 12 13 - -
Cash at the end of the financial year 31(a) 425 634 210 618

Notes o the financial staternents are included on pages 13 fo 45,

12
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Notes to the financial statements

for the financial year ended 30 June 2003

1.

SUMMARY OF ACCOUNTING POLICIES
Financial Reporting Framework

The financial report is a general purpose
financial report which has been prepared in
accordance with the Corporations Act 2001,
applicable Accounting Standards and Urgent
Issues Group Consensus Views, and
complies with other requirements of the law.

The financial report has been prepared on the
basis of historical cost and, except whera
stated, does not take into account changing
money values of current valuations of non-
curtent assets. Cost is based on the far
values of the consideration given in exchange
for assets.

Going Concern Basis of Accounting

The financial report has been prepared in
accordance  with  generaly  accepted
accounting principles which are based on the
company and consolidated entity continuing
as going concermns.

To continue as going concerns, the company
and consolidated entity must continue o be
supported by their financier.

The company and consolidated entity have
maintained the key covenant relating to the
‘Fixed Charge Cover’ since June 2002
During the year the company and
consofidated entity breached one of the
lending covenants originally agreed with their
financier in November 2000, relating to net
tangible asset backing. The finance facility is
technically ‘on demand'. The directors have
ltaised closely with the financiers particularly
as a resut of these breaches and are
continuing negotiations with their financiers.
The finance facility expires and is due for
renewal in November 2003. These borrowings
have been classified in the financial report as
current liabilittes. The financiers have been
pravided with a forecast for the 12 months
ending 30 June 2004, The forecast indicates
that the crtical covenant, “Fixed Charge
Cover” will be met during the year ending 30
June 2004. The directors are of the view that
they will continue fo have the support of their
financiers subject to forecasts being met, and
that the facility will be renewed.

13

61398726158 F.14

The Directors are of the opinion that the
forecasts will be achieved. Accordingly, while
the financier has retained all rights in relation
to the breaches, the Directors believe that
financial support will continue up to the
signing of the next annual financial repart for
the year ending 30 Juneg 2004,

Without the support of the financier, andfor
securing altlemative sources of finance, there
is significant uncertainty that the company and
consolidated enfity will continue as geing
concems.

If the company and consolidated entity are
unable to continue as going concemns, they
may be required to realise their assets and
extinguish their liabilities at amounts different
to that stated in the financial report

No adjustments have been made to the
financial repart relating to the recoverability
and classification of recorded asset amounts
or to the amounts and classification of
liabilites  shouid the company and
consolidated entity not continue as going
CONCErNS.

Significant Accounting Policies

Accounting policies are selected and appiied
in a manner which ensures that the resulting
financial information satisfies the concepts of
relevance and refiability, thersby, ensuring
that the substance of the underying
fransactions and other events is reported.

The following significant accounting policies
have been adopted in the preparation and
presentation of the financial report:

al FPrinciples of Consolidation

The consolidated financial statements are
prepared by combining the financial
statements of all the entities that comprise
the consolidated entity, being the
company (the parent entity) and is
controlled  enties as defined in
AASBI1024 "Consolidated Accounts”, A
list of controlled entities appears in Note
29. Consistent accounting policies have
bean employed in the preparation and
presentation of the consolidated financial
statements.
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Notes (continued)

The consolidated financial statements
include the information and results of
each controlied entity from the date on
which the company obtains control untl
such time as the company ceases to
control such entity.

In preparing the consolidated financial
statements, all intercompany balances
and transactions, and unrealised profits
arising within the consolidated entity are
elimirated in full.

b) Receivables

c)

d)

Trade receivables and other receivables
are recorded at amounts due less any
pravision for doubtful debts,

Inventories

Inventories are valued at the lower of
cost and net realisable value, Costs,
including an appropriate portion of fixed
and variable overhéad expenses, are
assigned to inventory on hand by the
method most appropriate to each class
of inventory, with the majority being
valued on 2 first in first out or average
cost basis.

Borrowing Costs

Costs incumed in establishing financing
faciliies in November 2000 have been
capitalised and are amortised over the
period of the facility, being three years.

Capitalised leased assets are amortised
on a staight line basis over the
estimated usaful life of the asset.

14
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h)

61398726158 F.1%

Finance lease payments are allocated
between interest expense and reduction
of lease liabifity over tho term of the
lease, The intersst expense is
determined by applying the interest rate
implicit in the lease to the outstanding
lease liability at the beginning of each
lease payment period.

Operating lease  payments  are
recagnised as an expense on a basis
which reflects the pattern in which
economic benefits from the |eased
assels are consumed.

Goodwill

Goodwill, represernting the excess of the
cost of acquisition over the fair value of
the identifiable net assets acquired, is
amortised on a straight line basis over a
period of 10 vears.

Recoverable Amount of Non-Current
Assels

Non-current assets are written down to
recoverable amount where the carrying
value of any non-cument asset exceeds
recoverable amount In determining the
recoverable amount of non-current
assets, the expected net cash flows have
not been discounted fo their present
value.

Payables

Trade payables and other accounts
payable are recognised when the
consolidated entity becomes obliged to
make future payments resulting from the
purchase of goods and services.
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Notes (continued)

)

k)

Interest-Bearing Liabilitics

Bills payable are recorded at an amount
equal to their face value, with the
discount amortised over the period until
rmaturity.

Other Ipans are recorded at an amount
equal to the net proceeds recaived.

Interest expense is recognised on an
accrual basis,

Employee Bensfits

Provision is made for benefits accruing to
employees in respect of wages and
salaries, annual leave and long service
leave, when it is probable that setiement
will be required and they are capable of
being measured reliably.

Provisions made in respect of wages and
salaries, annual leave and long service
leave expected to be settled within 12
menths, are measured at their nomninal
values using remuneration rates
expected to apply at the time of
setilement

Provisione made in respect of long
service leave which are not expected to
be settled within 12 months are
measured as the present value of the
estimated future cash outflows to be
made DLy the consolidated entity in
respect of services provided by
employees up to the reporting date.

Revenue Recognition

Revenue from the sale of goods and
disposal of other assets is recognised
when the consolidated enfity has passed
control of the goods and other assets to
the buyer.

Commission and rabate revenue is
recognised on an accrual basis in
accordance with the substance of the
relevant agreement.

15
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Deprecigtion

Depreciation is pravided on property,
plant and equipment, including freehold
buildings but excluding land.
Depreciation is calculated on a straight
line or diminishing value basis as
appropriate so as to write off the net cost
or other revalued amount of each asset
during its expected useful [ife.
Depreciation is not provided for assets in
their first year of aperation.

The following are the estimated usefu

lives used in the -calculaion of
depreciation:

Plant and equipment  3-17 years
Equipment under

finance lease 5-17 years
Buildings 50 years

income Tax

Tax effect accounting principles have
been adopted whereby income tax
expense has been calculated on pre-tax
accounting profits after adjustment for
permanent differences. The tax effect of
timing differences, which occur when
items are inciuded or allowed for income
tax purposes in a period different to that
for accounting, is shown at current
taxation rates in provision for deferred
income tax and future income tax benefit,
as applicable,
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Notes (continued)

n)

o)

Goods and Services Tax

Revenues, expenses and assets are
recognised net of the amount of goods
and services tax (GST), except:

- where the amount of GST s not
recovarable from the taxation authority, it
i5 recognised as part of the cost of
acquisition of an asset or as part of an
itern of expense; or

- for receivables and payables which are
recognised inclusive of GST.

The net amount of GST recoverable
from, or payable to, the taxation authority
i5 included &5 part of receivables or
payables.

Land and Buildings For Resala

Land and buildings expected to be sold
within the next twelve months are
recorded at the lower of cost and net
realisable value. Depreciation was
charged up until the date it was decided
to sell the land and buildings, being 30
June 2003, This has been disclosed in
other current assets in the Statement of
Financial Position.

16
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B} Foreign Cumency

Financial statements of self-sustaining
foreign controlled entities are transltated
at reporting date using the current rate
mathod and exchange differences are
taken directly to the foreign currency
translation reserve.

All foreign currency transactions during
the year have been brought to account
using the exchange rate in effect at the
date of the transaction. Foreign currency
monetary items st balance date are
franslated at the exchange rate existing
at that date.

Exchange differences are brought to
account in the statement of financial
performance of the financial period in
which they arise.

q) Acquisition of Assets

Assats acquired are recorded at the cost
of acquisition, being the purchase
consideration determinad as at the date
of acquisition.

Investments

Investments in controlled entities are
recorded at cost.
Dividend revenue is recognised on a
receivable basis.
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Notes (confinued)

s)  Financial Instruments Issued by the u} Comparatives

Campany . o .
Comparative financial information may be
Debt and Equity Instrurnents reclassified o ensure comparability with the
current reporting period. Where there is a

Debt and equity instruments are classified
as either liabiliies or as equity in
accordance with the substance of the
contractual arrangement.

Transaction Cosis on the Issue of Equity
Instruments

Transaction costs arising on the issue of
equity instrurnents are recognised directly
in egquity as a reduction of the proceeds of
the equity instruments to which the costs
relate. Transaction costs are the costs that
are incurred directly in connection with the:
issue of those equity instruments and
which would not have been incurred had
those instruments not been issued.

imterest and Dividends

Interest and dividends are classified as
expenses or as distibutions of profit
consistent with the statement of financial
position classification of the related debt or
equity instruments.

t} Research and Development Costs

Research and development costs are
recognised as an expense when incurred

17

v)

material amendment o the classification of
comparative financial information, the
nature, reason and amount of the
reclassification s disclosed. The
consolfidated entity has followed the
presentation and disclasure requirements of
revised Accounting Standard AASB 1028
‘Employee Benefits” in the preparation of
this financial report. The effect of the
change in accounting policy is not matenal
{approximately $15,000).

Provisions

Provisions are recognised when the
consolidated entify has a present obligation,
the future sacrifice of economic banefits is
probable, and the amount of the provision
can be measured reliably.

When some or all of the economic benefits
required to settle a provision are expected
fo be recovered from a third pary, the
receivable is recognised as an asset if it is
probable that recovery will be received and
the amount of the receivable can be
measured reliably.

The amount recognised as a provision is
the best estimate of the consideration
required to settle the present obligation at
reporting date, taking info account the risks
and  uncertainties surmounding  the
obligation. Where a provision is measured
using the cash flow estimated to settle the
present obligation, its carrying amount is the
present value of those cash flows.

Restructure Provision
The restructure provision relates to the

relscation of the Wantima factory and
associated redundancy costs.
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Notes (continued)

CONSOLIDATED COMPANY .
Note 2003 2002 2003 2002
$°000 $'000 $000 $'000
2. LOSS FROM ORDINARY ACTIVITIES
Loss from ordinary activities before
income tax includes the following iterns of
revenue and expense:
{a) Operating Revenue
Sales revenue ~ sale of goods 33,195 33,604 30,652 31,001
Other revenue from operating activities:
Interest revenue 8 2 4 2
Net foraign exchange gain 55 51 55 21
Bundry revenue 155 76 116 76
33,413 33,733 30,827 31,130
{b) Non-Operating Revenue
Proceeds from the sale of assets:
- Non-current plant and machinery 107 24 92 24
Total other revenue from ordinary
activities 325 153 267 153
33,520 33,757 30,919 31,164
(¢) Expenses
Borrowing Costs:
Interest - other entities 575 546 671 837
Finance leases - finance charges 39 55 39 55
614 601 610 292
Depreciation and amortisation of non-
current assets in:
Freehold land and buildings 18 18 18 18
Plant and equipment 643 692 588 638
Leased plant and equiprment 157 171 157 171
Goodwill 40 44 30 30
Borrowing costs 63 63 63 63
Trade manuals 51 - 51 -
ar2 a88 807 920

Impairment of plant and equipment write
down 890 - 890 -

13
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Stokes (Australasia) Limited

Notes (continued)

CONSOLIDATED COMPANY
Note 2003 2002 2003 2002
$000 3000 $°000 3'000
2. LOSS FROM ORDINARY ACTIVITIES

(continued)
(c) Expenses (continued)
Net bad and doubtful debts 50 108 48 105
Allowance for credit claims 46 - 46 -
Inventary
- Write-downs and other losses 180 - 180 -
Operating lease rental expenses 358 4 302 320
Research and development costs 53 70 53 70

Provision for restructure — Appliance
Parts Division 700 - 700 -

19
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Note

CONSOLIDATED

2003 2002
$ 3

61398726158
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COMPANY

2003 -
$

2002
3

3. REMUNERATION OF DIRECTORS AND
EXECUTIVES

(a) The Directors of Stokes (Australasia)
Limited during the year were:

W. R, Stokes

D. G 8, Anderson
C. K. Day

G. B. Elkington

{b) The aggregate of income paid or payable or
otherwise made available, in respect of the
financial year, to all directors of the company,
directly or indirectly, by the company or by any
relzted party.

The aggregate of income paid or payatle, or
otherwise made available, in respect of the
financial year, to all directors of each entity in

the consolidated entity, directly or indirectly, by

the entities in which they are directors or by
any related party.

The number of directors of the company
whose income falls within the following
bands is sef out below;

%

0- 99499
10,000 - 19,999
20,000 - 29,999
30,000 - 39,999
80,000 - 89,999

110,000 - 119,999
140,000 - 148,909
150,000 - 159,999
210,000 - 219,999

398,995 707,608

287,294

999,026
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CONSOLIDATED

Note 2003 2002
$ $
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COMPANY

2003
$ .

2002
$

3. REMUNERATION OF DIRECTORS AND
EXECUTIVES (Continued)

(c) Aggregate remuneration of executive
officers of the company and each entity
in the consolidated entity working
mainly in Australia receiving $100,000
or more (including executive directors)
from the company or & related party
and of the consolidated entity from
entities in the consolidated antity or a
ralated parly. 499 785 887 444

388,064

887,444

The number of executives (including
executive directors) whose income fails
within the following bands is set out
below:

$
100,000 - 103,099
110,000 - 119,298
120,000 - 129,999
130,000 - 139,909
140,000 - 149,999
150,000 - 159,999
210,000 - 219,999

o=k ) ek ek omk O
- Ay A
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Notes (continued)

CONSOLIDATED

2003
$'000

2002
3000

61398726158

F.23

COMPANY

2003
$'000.

2002
$'000

4. INCOME TAX

() The prima facie income tax

(b)

expense/{benefit) on pre-tax
accounting profit(loss) reconciles to
the income tax expense/(benefit) in the
finanicial statements as follows:

Profit/(loss) from ordinary activities
before income tax

Income tax expense/(benefit)
calculated at 30%

Tax effect of permanent differences
Recoverable amount write-down of
assets
Amortisation of Goodwill
Cther

Underprovision of income tax loss in

prior year

Timing differences and tax losses not
brought to account as future income tax
benefits (Note 4(b))

Certain future income tax benefits have
not been recognised as an asset

Revenue jtems

Attributable to timing differences, the
benefits of which are not assured
beyond any reasonable doubt

Attributable to tax losses, the benefits
of which are not virtually certain of
realisation

The taxation benefits of tax losses and timing

(1,208)

(146)

(1,541)

{329)

(362)

267
14

185

(44)

14
10

(6)

291

(462)

267
-]

179

(98)

10
10

(13)

51

111

65

1,267

396

1,126

4335

1,267

396

1,126

1,701

1,522

1,702

1,522

differences not brought to account will only be obtained

if: .

(i) assessable income is derived of a nature and

of amount sufficient to enable the benefit from

the deductions to be realised:

(i) conditions for deductibility imposed by the law

are complied with; and

(iii)

no ¢hanges in tax legistation adversely affect
the realisation of the benefit from the
deductions,
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Notes (confinued)

4. INCOME TAX (Continuved)

Tax Consolidation System

Legislation to allow groups, comprising a parent entity and
its Australian resident wholly-owned entities, to elact to
consoltdate and be treated as a single entity for income
tax purposes was substantively enacted on 24 October
2002. This legislation, 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 an the
company and the consolidated entity and, accordingly, the
directors have not made a decision whether or not to elect
to be taxed as a single entity. The financial effect of the
implementation of the tax consolidation syster on the
economic entity has not been recognised in the financial

statements.
CONSOLIDATED COMPANY
2003 2002 2003 2002
$'000 $'000 $'000 $'000
5. CURRENT RECEIVABLES
Trade debtors 5,105 5,303 4,807 4,958
Less: Allowance for doubtful debts (80) (80) {(85) (85)
Less: Allowance for credit claims (46) - (46) -
4,969 5213 4,676 4,871
6. CURRENT INVENTORIES
At cost:
Raw materials 923 830 836 753
Work in progress 652 465 652 465
Finished goods 3,780 3,706 3,576 3.518
5,355 5,001 5,084 4,736
At net realisable value:
Work in progress 89 128 89 128
Finished goods 54 161 54 161
143 2849 143 288

5,498 5,290 5,207 5,026

23
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Stokes (Australasia) Limited

Notes (continued)

CONSOLIDATED COMPANY .
2003 2002 2003 2002
$'000 $000 $'000 5000
7. CURRENT TAX ASSETS
Current tax assets 2 11 9 9
8. OTHER CURRENT ASSETS
Other debtors and prepayments 192 203 184 201
Freehold land and buildings for resale (Note
10} (1) 2,185 - 2,185 -
Total other current assets 2,377 203 2,369 201
(i) Aggregate depreciation allocatad during
the year is recognised as an expense and
disclosed in note 2 to the financial
statements.
2003 2002
Current value of Freehold Land & Bulldings $'000 $'000
An independent valuation of Freehold Land &
Buiildings was perforrmed as at 30 June 2002
by Mr C Dupen, AAPI Certified Practising
Valuer of McGee National Property Consultant.
The valuation was performed on the basis of
market value — existing use (refer Note 36). 2,500 2,500
8. OTHER NON-CURRENT FINANCIAL
ASSETS
-At cost

Shares in controfled entities (Note 29) - - 2,192 2,192

24
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Stokes (Australasia) Limited

Notes (continued)

10. PROPERTY, PLANT & EQUIPMENT
Consolidated

Freehaold Land Plant and Equipment TOTAL
& Buildings Equipment  under Finance
Lease
$000 $'000 $'000 $000
Gross Carrying Amount (at cast)
Balance at 30 June 2002 2,250 11,864 1167 16,281
Additions 7 270 67 344
Disposals . (2,154) - (2,154)
Recoverable amount write—down (i) - (B08) {82) (890}
Transfers to other current assets —
Freshold land and buildings - for (2,257) - - (2,257)
resale (Note 8)
Transfers of assets - 632 {632) -
Net foreign cumrency exchange
differences arising on translation of
financial statements of self sustaining
foreign operations - 10 - 10
Balance at 30 Jung 2003 - 9,814 520 10,334
Accumulated Depreciation/
Amortisation
Balance at 30 June 2002 (54) {9,242) {540) (9,835)
Disposals - 2,082 - 2,082
Depreciation expense {18) (643) {(157) (818)
Transfers to other current assets —
Freehoid land and buildings - for
resale (Note B) 72 - - 72
Transfers of assets - (354) 384 -
Net foreign currency exchange
differences arising on translation of
financial statements of self sustaining
foreign operations - (6) - {6)
Balance at 30 June 2003 - {8,.223) (303) (8,526)
Net Book Value
As at 30 June 2002 2,196 2,622 627 5,445
As at 30 June 2003 - 1,591 217 1,808
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10. PROPERTY, PLANT & EQUIPMENT (Continued)
Company
Freehold Land Plant and Equipment TOTAL
& Buildings Equipment undar Finance
Lease
$000 5000 3000 $000
Gross Carrying Amount (at cost)
Balance at 30 June 2002 2,250 11,606 1,167 15,023
Additions 7 230 &7 a04
Disposals - (2,123) - (2.123)
Recoverable amount write-down i) - (808) (82} (890)
Transfers to other current assets —
Freehold land and buildings - for
resale (Note 8) (2,257) - - (2,257)
Transfers of assets - 832 (632) -
Batance at 30 June 2003 - 9,637 520 10,057
Accumulated Depreclation/
Amortisation
Balance at 30 June 2002 {64} (9,094) (540 (9,688)
Disposals - 2,040 - 2,040
Depreciation Expense (18) {588) (157) {763)
Transfers of assets - (394) 394 -
Transfers to other current assets —
Freehold land and buildings - for
resale (Note 8) 72 - - 72
Balance &t 30 June 2003 - {8.038) {303) (8,339}
Net Book Value
As at 30 June 2002 2,196 2,512 827 5,335
As at 30 June 2003 - 1,601 217 1,718
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Stokes (Australasia) Limited
Notes (continued)

10. PROPERTY, PLANT & EQUIPMENT (Continued)

Aggregate depreciation allacated during the year is recognised as an expense and disclosed in Note 2 to
the financial statements.

CONSOLIDATED COMPANY
2003 2002 2003 2002
$'000 $'000 $'000 $000
(i) Assets written down to recoverable
amount
Plant and equipment and Equipment
under Finance Lease
At recoverable amount 500 - 500 -
Less: subsequent depreciation - - - -
500 - 500 -

At cost 1,308 3,249 1,218 3,139
Total Plant and Equipment and 1,808 3,249 1,718 3,139

Equipment under Finance Lease

Assumptions madg in respect to recoverable amount

The recoverable amount of these assets have been determined by the directors based on their scrap
resale value, or their potential value in the second hand market.

27
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Stokes (Australasia) Limited

Notes (continued)

CONSOLIDATED COMPANY
Mote 2003 2002 2003 - 2002
£°'000 $'000 $'000 $'000
11. INTANGIBLES
Goodwill 491 431 361 381
Less: Accumulated amortisation (378) (338) {331) (801
113 153 30 80
Aggregate amortisation allocated has been
recognised as an expense as disclosed in
Note 2 to the financial statements.
12. OTHER NDN-CURRENT ASSETS
Borrowing costs (Note 1(d)) 189 189 189 189
Less: Accumuiated amortisation (163) {100) (163) {100}
28 a9 26 89
Trade manuals — at cost 155 - 155 -
| ess: Accumulated amorlisation (51) _ - {51) -
104 - 104 -
130 89 130 8%
Aggregate amortisation allocated has been
recoghized 25 an expense as disclosed in
Note 2 to the financial statements.
13. CURRENT PAYABLES
Trade payables 2,589 34n 2474 3,204
Accruals 790 9489 719 801
Goods and sarvices tax (GST) 111 97 101 97
3,490 4,507 3,294 4,292
14. CURKENT INTEREST-BEARING LIABILITIES
Secured:
Finance lease liability — (refer Note 21) (ii} 150 328 150 324
Bank and other loans (i) (refer Notes 1 &
31(b)) 5,728 5,391 5728 5,391
5,878 5720 5,878 5,720
Unsecurad:
Loan from controlled entity (Note 30 (c)) - - 30 -
5,878 5,720 5,908 5720

() Secured by a fixed and floating charge over
the consolidated enlity's assels.
(i) Effectively secured by the assets leased.
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61398726158 P.38

COMPANY

CONSOLIDATED
Note 2003 2002 2003 ©o2002
$°000 $'000 $'000 §'000

15. CURRENT TAX LIABILITIES

Income tax payable - 26 - -
16. CURRENT PROVISIONS

Employee benefits (Note 20) 565 643 538 615

Retrenchments (Note 20) 350 65 350 65

Provision for restructure — Appliance

Parts Division (if) 400 - 400 -

1,316 708 1,268 680

{i) Retrenchment Costs

Opening balance G5 140 65 140

Additional provision recognised s - 315 -

Reduction arising from payments/other

sacfifices of fulure economic benefits (30) {75) {30) (75}

Closing balance 350 65 3s0 65

{ii) Provision for Restructure —

Appliance Parts Division

Qpening balance - - - -

Additional provision recognised 400 - 400 -

Reduction arising from payments/other

sscrifices of future economic benefits - - - -

Closing balance 400 - 400 -
17. NON-CURRENT !NTEREST-BEARING LIABILITIES

Secured:

Finance lease liability — (refer Note 21) () 126 158 126 158

(il Effectively secured by the asseis leased,
418. NON-CURRENT PROVISIONS

Employee benefits (Note 2C) T53 B77 793 877
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Notes (continued)
CONSOLIDATED COMPANY
2003 2002 2003 2002
$'000 8'000 $'000 - 000
49. OTHER NON-CURRENT LIABILITIES
Unsecured:
Loan from wholly-owned entity {Note 30(c)) - - 2,000 2,000
20 EMPLOYEE BENEFITS
The aggregate emplayee benefits recognised
and included in the financial statements is as
follows:
Provision for employee benefits:
Current (Note 16)
Non-Current (Note 18) 565 643 538 615
793 B77 793 877

Provision for retrenchments
Current (Note 18) 350 65 350 69

Accrued wages and salaries (i) - - - -

1,708 1,585 1,681 1,557

2003 2002 2003 2002

No No Mo No

Number of employees at end of financial year 182 198 168 178

{i) Accrued wages and salaries are included in
the accruals balance as disclosed in note 13
to the financial report,
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Stokes (Australasia) Lirnited

Notes (continued)

CONSOLIDATED COMPANY
2003 2002 2003 2002
5000 $'000 $'000 $'000
21. FINANCE LEASE LIABILITIES
Finance laase commitments:
Not later than one year 169 380 169 360
Later than one year and not later than two years 104 92 104 92
Later than two years and not later than five 30 a2 30 82
years
Minimum finance lease payments 303 534 303 534
Deduct: Future finance charges (27) (47) {27) (47)
Finance lease liabilitles 276 487 276 A87
Included in the financial statements as:
interest-Bearing Liabilities
Current (Note 14) 150 329 150 329
Non-current (Note 17) 126 158 126 158
276 487 276 487

The finance leases for plant and equipment and
motor vehicles have terms of between three and
five years and do not include renewal options
although new leases may be executed for those
ttems previously leased.

by
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Stokes (Australasia) Limited

Notes (continued)

CONSOLIDATED COMPANY
2003 2002 2003 2002
$'000 $'000 5000 $'000
22. CONTRIBUTED EQUITY
5,651,250 ordinary shares
(2002: 5,651,250}
5,895 5,895 5,895 5,895
Fully Paid Ordinary Shares
Fully paid ordinary shares carry one vote per
share and carry the right to dividends.
23. RESERVES
Reserves comptise:
Asset revaluation reserve (i) 158 159 159 159
Foreign currency transiation resenve (ii) a0 19 - -
189 178 159 159
{iy AssetRevaluation Reserve
There was no movernant in the asset
revaluation reserve during the year. As
reported in previous financial reports,
this reserve is no longer available to
absorb any future writedowns of
property, plant and equipment
{(iiy Foreign Currancy Translation reserve
Balance at beginning of financial
year 19 5 - -
Translation of foreign operations 1 14 - -
Balance at end of financial year 30 19 - -

Exchange differences relating to fareign
currency monetary items forming part of
the net investment in a self-sustaining
foreign operation and the translation of
self-sustaining foreign controlled enfities
are brought to account by entries made
diractly to the foreign currency
translation reserve, as described in Note

1(q).

a2
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CONSOLIDATED COMPANY
2003 2002 2003 2002
$°000 $'000 $'000 $000
24. ACCUMULATED LOSSES
Balance at beginning of inancial year (1,206) {958) {1,381) (1,052)
Net loss (1,386) (248} {1,541) {329)
(2,592) (1,206) (2,922) (1,381)
25. OUTSIDE EQUITY INTERESTS
Qutside equity interests in controlled
entity compriges:
lssued capital 118 118
Resarves 13 8
Retained profits 116 49
247 175
26. EARNINGS PER SHARE
Cents Cents
Basic eamings per share (cents per share) {24.5) (4.4)
Diluted earnings per share (cents per share) (24.5) (4.4)
$'000 $'000
Eamings used in the calculation of the basic
and diluted earnings per share (1,386} (248)
No. No,
The weighted average number of ordinary
shares on issue used in the calculation of
basic and diluted earnings per share 5,651,250 56561,260

27.

DIVIDENDS

No dividends were paid or proposed during the

financial year.

Adjusted franking account balance

33
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Stokes (Australasia) Limited

Notes (continued)

CONSOLIDATED COMPANY
2003 2002 2003 2002
$'000 $'000 $'000 $'000
28. COMMITMENTS FOR EXPENDITURE
Operating lease commitments;
Non-cancellable operating leases
Froperty: (i)
Not later than one year N7 377 263 325
Later than one year but not later than two
years 15 327 97 275
Later than two years hut not later than five
years - 114 - g7
432 B18 360 697
Plant and equipment: (ii)
Not later than onhe year 8 47 - a7
Later than one year but not later than two
years . 8 - - -
Later than two vears but not later than five
yaars 4 - - -
20 47 - 47
452 865 360 744
Leasing Arrangemenis
(i} The consolidated entity leases a number of premises throughout

Australasia. The rental period of each lease agreement varies
between two and five years with renewal options ranging from
none to four years. The majority of lease agreements are subject
to rental adjustments, some annually or bi-annually, in line with
market rates, Consumer Price Index or fixed increases.

(ii) Relates to a motor vehicle, is for a fixed period, at a fixed rate with
no renawal aptions.
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Notes (continued)
29. CONTROLLED ENTITIES
Name of Company Country of Ownership
Incorporation %
2003 2002
Parent Entity-
Stokes (Australasia) Limited Australia
(Vic)
Cantrolled Entities —
Stokes Investments Australia 100 100
Pty. Ltd.(i) (Vic)
Stokes (New Zealand) New Zealand 68.9 £8.9
Limited (i)
M The controlled entity ks classified as & small proprietary

company and, in accordance with the Corporations Act 2001,
is relieved from the requirements to prepare, audit and lodge
a financial repart.

(i) This controllad entity camies aut business in New Zealand
and iz audited by an associated firm of Deloitte Touche
Tohmatsu Australia.

30. RELATED PARTY INFORMATION

(a) Directors equity holdings

F.36

The Directors who held office as a Director of Stokes (Ausfralasia) Limited during the financial year, and

their remuneration, is in Note 3.

At 30 June 2003, the Directors had a relevant interest in the following number of ordinary shares in

Stokes (Australasia) Limited:

NAME BENEFICIALLY OWNED
William R. Stokes 336,924
Desmond G. 8. Anderson Nil

Colin K. Day 1,228

Gordon B, Elkington 80,122

1. Held by connected company, relative or family trust.
2 Held as rustes of decreased estate,

During the financial year a further 19,685 ordinary shares were acquired by directo

OTHER

340,750 (1)
182,020 (2)
1,075,533 (1)

Nil

59,845 (1)

parties in their personal capacity and not part of a remuneration scheme. (2002: nil).

During the financial year no ordinary shares were redeemed, exercised or bought back (2002: nil).

(b) Ownership interests in related parties

The parent entity's interest in controlled entities is shown in Note 28.

3D

rs and their related
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Stokes (Australasia) Limited

Notes (continued)

30. RELATED PARTY INFORMATION {continued)

{c)

Transactions with controlled entities

F.37

(i)  During the financial year, a partly-owned controiled entity of Stokes (Australasia) Ltd purchased
goods from the parent company on normal commercial terms and conditions totalling $302,345

(2002: $226,000).

(i)  During the 2003 year, an unsecured loan of $60,000 was made by a partly owned controlled

entity to the parent entity. Partial repayment was made during the 2003 year and the amount

outstanding as at 30 June 2003 is $30,000. The interest rate is 8.55%.

(i) During the financial year a partly-owned controlied entity of Stokes (Australasia) Ltd sold goods

ta the parent company on normal commercial tems and conditions totalling $181,153 (2002

$60,792).

{iv) Amounts payable to controlled entities by the parent entity are disciosed in Notes 14 and 19.

(d) Transactions with directors and director-related antities;
(i During the 2003 financial year, a motor vehicle was purchased by Mr William Stokes for $12,207
from Stokes (Australasia) Ltd on arms length terms.
(i) During the 2003 financial year, a motor vehicle was purchased by Mr Paul Stokes for $8,000 from
Stokes (Australasia) Lid on ams length terms.
{e) Stokes (Australasia) Limited is the ulimate parent entity in the consolidated entity.
31. NOTES TO STATEMENT OF CASH FLOWS
CONSOLIDATED COMPANY
2003 2002 2002 2002
$°000 5000 $000 $'000
(a) Reconciliation of Cash
For the purposes of the statement of cash
flows, cash includes cash on hand and in
banks, net of outstanding bank overdrafts.
Cash at the end of the financial year as
shown in the statement of cash flows is
reconciled to the related items in the
statement of financial position as follows:
Cash on hand 425 534 210 £18

36
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F.38

CONSQOLIDATED COMPANY
2003 2002 2003 2002
$'000 $'000 $'000 3000
31. STATEMENT OF CASH FLOWS (continued)
{b) Financing Facilities {i) (iv)
Available at the end of the financial year
Bank and other loans (ii) 10,358 10,358 10,358 10,368
Overdraft 270 270 - -
10,628 10,628 10,358 10,358
Facilities in use at the end of the financial
year (i)
Bank and cther loans 5728 5,31 5728 5,391
Ovardraft - 260 “ -
5,728 5,651 5,728 5,391

0]

(i)

(i)

(iv)

During the financial year ended 30
June 2003 the company breached
tha lending covenants required by
its financier. At the date of this
repart, the financier continues to
provide financial facifiies and has
not exercised its rights as a result
of these breaches {refer Note 1).

While there is a facility in place for
$10,358,000, there are certain
conditions outlined in the Facility
Agreement which limit the use of
this facility.

The controlled entity has provided
ah $8,000,000 guarantes for the
parent entity’s financing.

Facilities are all secured and
subject to periodic review.
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Stokes (Australasia) Limited
Notes (continued)
CONSOLIDATED COMPANY
2003 2002 2003 2002
$000 3'000 $°000 3000
31. STATEMENT OF CASH FLOWS (continued)
() Reconciliation of net cash provided
by operating activities to net loss after
income tax.
Net loss after taxation (1.319) @11 {1,541) (329)
(Profit)/loss on disposal of
non-current assets (16) 3 (10) 3
Depreciation and amortisation of non-
current agsets 972 982 807 8520
Amiounts written off
Piant and equipment 390 - 850 -
Increasef(decrease) in tax balances (36) (2) -
Change in net agssets and liabilities
(Increase)/decrease in assets:
current receivables 244 471 195 526
current invertories {208) 346 (182) 3
other current assets 11 {(140) 17 (140)
Increase/(decraase) in liabilities:;
current trade payahles (1,017) {12) {997) 4
current accruals - (478) - (486)
provisions 524 (7} 824 -
ather non current liabilities - 64 - 64
Net cash provided by operating
activites 45 1.0116 {197) 8683

33. FINANCIAL INSTRUMENTS

a) Significant Accounting Policies

b)

Forward Foreign Exchange Coniracts

Itis the policy of the consolidated enity to regularly review foreign currency exposures.

There are no foreign currency contracts outstanding at the reporting date (2002: Nil).

Details of the significant accounting policies and methods adopted, including the criteria for recagnition,
the basis of measurement and the basis on which revenues and expenses are recognised, in respect of
each class of financial asset, financial liability and equity instrument are disclosed in Note 1 to the
financial statements,

The degree to which the foreign exchange risk is managed will vary depending on circumstances that
prevail at the time the risk is known or anticipated.
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Stokes (Australasia) Limited

Notes (continued)

33. FINANCIAL INSTRUMENTS {continued)

c)

Interest Rate Risk

The following table details the consolidated
entity's exposure to interest rate risk as at
30 June 2003:

Average
interest
rate

2003

Financlal Assets
Cash

Currant receivables

Financial Liabflities
Trade payables
Accryals

Bank loans

Finance lease liability
Employee benefils
Provision

The following table detalls the
consolidated entity’s exposure to
interest rate risk as at 30 June 2002:

2002

Financial Assets
Cash

Current receivables

Financial Liabilities
Trade payables
Accruals

Bank loans

Finance lease liability
Employee bensfits

%

3.75

B.08
8.5

B3
B.5

)

61398726158

F. 468

Variable  Fixed Interest Rate Non- Total

interest Maturity interest

rate hearing

Less 2to5
than 1 years
year

$000 $'000 3000 5000 $'000
425 - - “ 425
~ - - 4,969 4,968
425 - - 4,969 5,394
- - - 2,700 2,700
- - - 790 790
5,728 - - - 5,728
- 150 126 - 276
- - - 1,708 1,708
- - - 400 400
5728 150 126 5,598 11,602
634 - - - 634
- - - 5213 5213
634 - - 5,213 5847
- - - 3,508 3,508
- - - 848 9499
5,391 - - - 5,391
- 329 158 - 487
- - - 1,585 1,585
5,391 328 168 6,082 11,870
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Stokes (Australasia) Limited

Notes (continued)

33. FINANCIAL INSTRUMENTS (continued)

d) Credit Risk
Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in
financial loss to the consolidated entity. The consolidated entity has adopted the policy of only dealing
with creditworthy counterparties and obtaining sufficient collateral or other security where appropriate, as
a means of mitigating the rigk of financial loss from defaults.
The consolidated entity measures credit risk on a fair value basis,
The consolidated entity does not have any significant concentrations of credit risk that arise from
exposures to a single debtor or to a group of debtors having a similar characteristic such that their ability
to meet their obligations is expected to be affected similarly by changes in economic or other conditions.
The cartying amount of financial assets recordad in the financial statements, net of any provisions for
losses, represents the consolidated entity's maximum exposure to credit risk without taking account of
the value of any collateral or other security obtained.
&) Net Fair Value
The carrying amount of financial assets and financial liabiliies recorded in the financial statements
represents their respective net fair values, determined in accordance with the acoounting policies
disclosed in Note 1 to the financial statements.
34, REMUNERATION OF AUDITORS CONSOLIDATED COMPANY
2002 2002 2003 2002
$ $ $ $
(a) Auditors of the Parent Entity
Auditing the financial report 77,000 78,000 77,000 78,000
Other services 11,000 32,350 11,000 32,380
88,000 110,350 88,000 110,350
(b) Other Auditors
Auditing the financial report 9,172 9,344 - -
Other services 500 - - -
10,072 9,344 - -
93,072 119,694 88,000 110,350
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Notes (continued)

CONSOLIDATED

2003
$000

2002
$'000

61398726158 F.42

COMPANY

2003 . 2002
$'000 $000

35.

36.

SALES OF ASSETS

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

Net Profits:
Plant and equipment

Net Losses:
Plant and equipment

SUBSEQUENT EVENTS

As reported in prior financial reports, the
company was unsuccessful in retaining the
significant contract for Dishwasher Baskets.
Sales from the existing contract will terminate
during the first half of the 2004 financial year.

At 30 June 2003, the Ringwoad property upon
which the Synertec manufacturing site is
located had been offered for a possible sale
and leaseback transaction. The land at
Ringwood has been sold for $2.5 million with
the company entering a contract to lease the
land and building for five years, with a further
five year option.

16

4
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Stokes (Australasia) Limited

Notes (continued)

a7. SEGMENT INFORMATION

SEGMENT REVENUES

For management purposes, the consalidated enlity is organised into fwo major operating divisions — manufacturing

and merchandising. These divisions are the basis on which the consolidated entity reports its primary segment
inforration. The principal products and services of each of these divisions are as follows:

42

Manufacturing - Represents products that are manufactured by the company. Major products consist of
dishwasher baskets, heating elements and spare pans.

Merchandising - Represents the distribution of products that are sourced both locally and overseas.
Majar praducts consist of appliance spare parts; valve and camilocks; badges and
medallions; electrical switches and controls.

External Sales Total
2003 2002 2003 2002
$'000 $'000 $'000 $'000
Manufactured 18,716 16,125 18,716 16,125
Merchandised 15,108 17,809 15,108 17,809
Total of all segments 33,824 33,834 33,824 33,934
Eliminations {449) (287) (449) (287)
Unallocated 145 110 145 110
Cansolidated 33,520 33,767 33,520 33.757
SEGMENT RESULTS
2003 2002
$'000 $000
Manufactured 1.073 493
Merchandising 1,066 2,580
Total of all segments 2,129 3,078
Eliminations - (5)
Unallocated {3,337) {3,219)
Loss from ordinary activities before income tax expense (1.208) (146)
Income tax expense relating to ordinary activities {(111) {65)
Loss from ordinary activities after related income tax expense (1,319) (211
Extraordinary items - -
Net loss {1,319 (211)
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Notes (continued)
37. SEGMENT INFORMATION (continuad)
SEGMENT ASSETS AND LIABILITIES
Assets Liabilities
2003 2002 2003 2002
$'000 $'000 $'000 $'000
Manufactured 8621 9311 (2,714) {3,278)
Merchandised £.088 6,830 (2,804) (2.622)
Total of all segments 14,710 16,141 (5.518) (5,900)
Eliminations (2,264) (2,253 2,080 2,058
Unallocated 2,895 3,150 {8,164) (8,154)
Consolidated 15,341 17,038 {11,602) (11,996)
OTHER SEGMENT INFORMATION
Manufactured Merchandised ]
2003 2002 2003 2002
$'000 $000 £'000 $'000
Acquisition of segment assets 275 116 223 128
Depreciation and amortisation of segment assetls (481) (418) (388) (462)
Recoverable amount write-down of segment
assets (797) - (93) -

43
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Notes (continued)

37. SEGMENT INFORMATION {continued)

INFORMATION OF GEOGRAPHICAL SEGMENTS (SECONDARY SEGMENT)

61398726158 F.4%

Geographical Revenue from Segment Acquisition of
Segments External Customers Assets Segment Assets
2003 2002 2003 2002 2002 2002
$'000 $°000 $'000 $'000 $'000 $'000
Australia 30,617 31,154 14,514 16,147 458 235
New Zealand 2,903 2,603 azar 891 40 9

Australia and New Zealand operate in both the Manufactured and Merchandised business segments.

38. ADDITIONAL COMPANY INFORMATION

Stokes (Australasia) Ltd is a listed public company, incorporated and operating in Australia and New Zealand.

Registered Office

24 Palmerston Road
Ringwood Victoria 3134
Tel: (03) 9845 8300

Principal Place of Business

24 Palmerston Road

Ringwood Victoria 3134

Tel: (03) 9845 8300
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FORMAL DECLARATIONS

DIRECTORS’' DECLARATION
FOR THE FINANCIAL YEAR ENDED
30 JUNE 2003

The directors’ declare that:

(a) The attached financial statements and notes
thereto comply with Accounting Standards;

(b) The attached financial statements and nofes
thereto give a true and fair view of the financial
position and performance of the company and
the: consolidated entity;

() In the directars' opinion, the attached financial
staternents and notes thereto are in accordance
with the Corporations Act 2001; and

{d) In the directors’ opinion, there are reascnabie
grounds to believe that the company will be able
to pay its debts as and when they become due
and payable for the reasons outlined in Nate 1.

Signed in accordance with a resolution of the
directors made pursuant to Section 295 (5) of the
Corporations Act 2001. ‘

On behalf of the Directors

v

LB B

Desffond G. 8. Anderson
Dwectar

William R. Stokes
Director

Colin K. Day
Director

Gordon B. Elkington
Director

Dated at Ringwood Victoria ‘50 September 2003

45
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Deloitte Touche Tehmatsu
ABN *4501271 060

505 Bowrke Street
Melbourne VIC 3600

-
?niﬁ:ggfn?ac 3007 Australia Delo 'tte
o Touche
10
Facsmie 07 9208 700 Tohmatsu

www.deloitte.com.au

INDEPENDENT AUDIT REPORT TO THE MEMBERS OF STOKES (AUSTRALASIA) LIMITED

Scope

The financial report and directors’ responsibility

The financial report comprises the statement of firancial position, statement of financial performance, statement of
cashfiows, accompanying notes to the financial statements, and the directors’ declaration for both Stokes
(Australasia) Lid (the company) and the consolidated entity, for the financial year ended 30 June 2003 as set out
on pages 10 to 45. The consolidated entity comprises the company and the entities it controfled at the year's end
or from time to time during the financial year.

The directors of the company are responsible for the preparation and true and fair presentation of the financial
report in accordance with the Corporations Act 2001. This includes responsibility for the maintenance of adequate
acecounting 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 have conducted an independent audit of the financial report in order to express an opinion on it to the
members of the company. Our audit has been conducted in accordance with Australian Auditing Standards to
provide reasonable assurance 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 controls, and the availability of persuasive rather than conclusive evidence. Therefore, an audit cannot
guarantee that all materizl misstatements have been detected.

We performed procedures to form an opinion whether, in all material respects, the financial report is presented
fairly in accordance with the Corporations Act 2001 and Accounting Standards and other mandatory professional
reporiing requirements in Australia so as to present a view which is consistent with our understanding of the
company's and the consolidated entity's financial position, and performance as represented by the resulis of their
operations and their cash flows.,

Our pracedures included examination, on g test basis, of evidence supporting the amounts and other disclosures
in the financial report, and the evaluation of accounting policies and 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 audit was not designed to provide assurance on internal
controls,

The audit opinion expressed in this report hag been formed on the above basis.

indepandence

In conducting our audit, we followed applicable independence requirements of Australian professional ethical
pronouncemerts and the Corporations Act 2001

The hability of Deloitte Touche Tolmatsu is mited by, and lo the extent of, the
Aceouutants” Seheme under the Profissional Standards Act 1994 (NEWY,
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Deloitte
Touche
Tohmatsu

Audit Opinion
In our opinion, the financial report of Stokes (Australasia) Lid is in accordance with:

(a) the Corporations Act 2001, including:

{i) giving & true and fair view of the company's and consolidated entity's financial position as at 30 June
2003 and of their performance for the year ended on that dale; and

(i}  complying with Accounting Standards in Australia and the Corporations Regulations 2001; and
(b} other mandatory professional reporting requirements in Australia.
Inherent Uncertainty Regarding Continuation as a Going Concern
Without qualification to the opinion expressed above, attention is drawn to the following matter. As a resuit of the
matters described in Note 1, there is significant uncertainty whether the company and consolidated entity will be

able to continue as going concerns and therefare whether they will realise their assets and extinguish their
liabilities in the normal course of business and at the amounts stated in the financial report.

Defoit el TE-wnaby
DELOITTE TOUCHE TOHMATSU

"éf-P-e.«L__.

8 PELUS]
Partner
Chartered Accountanis

Date: 30 September 2003

The liahility of Deloitte Touche Tohmatsu is limited by, and to the extent of, the
Accountants” $cheme under the Professional Standerds Act 1994 (NSW).
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Stokes (Australasia) Limited

Comparative Figures for the years 1998 - 2002

2003 2002 2001 2000 1999
$'000 $'000 $000 $'000 $'000
Revenue
Operating profit/(loss) before income tax {1,208} (146) {642) (515) 676
Income tax 111 65 37 12 18
Operating profit/(loss) after income tax {1,319) (211) (679) (527) 658
Dividends per share - - - - -
Balance sheet
Current assets 13,316 11,351 11,811 13,500 16,084
Less: Current Fabilities 10,683 10,961 11,792 8,206 10,851
2,633 390 19 5,204 5233
Fixed assets 1,808 5445 6,102 6,662 6,975
Other non-Gurrent assets 217 242 343 227 150
4,658 8,077 6,464 12,093 12, 358
Less: Non-current liabiltties 919 1,035 1,231 6,251 6,043
Total net assets 3,739 5,042 5233 5,842 6,315
lssued capital 5,895 5,895 5,835 5,895 5,845
Reserves and retained profits/(losses) (2,403) {1,028) (784) (112) 420
Outside aquity interests 247 175 132 59 -
Total share capital and reserves 2,739 5,042 5,233 5,842 6,316
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Stokes (Australasia) Limited
Shareholder Analysis and Other Stock Exchange Requirements
Statement of security holders as at 20 September 2003
{a) Nurber of shareholders
Distribution of sharcholders by sizes of holdings
T T T PP PP P e PP T TR LR LI T LU AT 191
1,001 = 5,000, ..o cr it ar s L 73
5001 = 10,0000 iitiuiiirecarre oot it iin s s AR ARy e AR R 23
10,001 - 100,000, . i T e e 43
100,007 BN OVEF.....ooeoeeceecersiassasarisesiaseoeoobosbssssieesssrras oo s edsheE s B rom oS S aE s e 12
Holding less than a marketable PAarcel ... 222

Voting rights - Ordinary shares

The voting right attached to each ordinary share is one per share held.

{p) Twenty Largest Shareholders
Ordinary Sharehclders

Bairdos Pty Ltd
Gerald F. Paulay
William R. Stokes
Jaws Py Ltd
" Advanced Education Software Pty Ltd
Joanna M. Eccleston
I1sabella F. Green
Paul W, Stokes
Estate of Margaret M. Stokes
Waestpac Gustodian Nominees Ltd
Dennis V. Hambletan
Evelin Invesiments Pty Lid
AGO Ply Lid
Winpar Holdings Ltd
Gordon B Elkington
HSBC Custody Nomineas (Australia) Ltd
Hoff Company No 1 Pty Ltd
Milly Elkington
G F & J L Pauley
lan P. Alexander

Fully Paid

Number Percentage
1,075,533 18.03
380,006 6.72
366,924 §.49
332,650 5.89
329,000 582
278,463 4.93
250,786 4.44
195,364 3.46
182,020 3.22
162,506 2.88
141,771 2.51
130,000 2.30
08,474 1.74
93,270 1.85
80,122 1.42
54,000 1.13
63,350 1.12
59,845 1.06
55,460 0.98
50,000 0.88
4,389,544 77.67
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Stokes (Australasia) Limited

(c) Substantial shareholders as per substantial shareholder
advices held at 20 September 2003

Number of Ordinary Shares to which Person

Namaea
Entitled
Bairdos Pty Ltd 1,075,633
William R. Stokes 366,924
Estate of Margaret M Stokes 182,020
Jennifer J, Stokes 8,100
Jaws Ply. Ltd 332,650
Gerald F. Pauley 380,006
Advanced Education Software Pty Ltd 320,000

Under the provisions of the Corporatians Act 2001, a person may be ertitied to shares in which he/she has no beneficial
interast or which are hefd jointly with others. As more than one person may be entiffed to the same shares, the above fgures

should not be aggregated.

The ordinary shares of the Company are quoted on Australian Stock Exchange Limitad.

30
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