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WATERCO LIMITED AND CONTROLLED ENTITIES

STATEMENT CF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2003

Note Economic Entity Parent Entity
No. 2003 2002 2003 2002

§ $ § §
Revenues Ifrom
cordinary activities 2 Ti,475,281 61,014,127 59,826,538 53,720,508
Changes 1n inventcries
of finished goods and
Work in progress 2,525,484 (2,478,070

(1,665,563

Raw Materiais and

conswmables wsed (41,845,570 (31,810,823 (38,554,000 (31,080,484

Empiloves benefits expense (10, 615, 560 (8,560, 688) {3,740, 448 (2,753,040
Deprecitaticn and

amcrtisation expense 3 (1,238,483 (1,338,138 fBig, acs; (967, 7748)
Borrowing ooshs exXpense §1,200,66%) (1,202,533 {1,184, 6430 (1,17%, 057
Advertising expense {1,195, 3464 (1,532,822 (764,322 RGd L 4G
igcounts allowsad 1,883, 106) (1,705, 093 1,814,089 (1,873,113
ttward freight expense {2,055,1465) (1,660,524) {1,780, 325 (1,584,554)
Renit expense (1,352,173 (1,472,185 (Be7T,752) (1,080, 014)
Contracted staff expense (803,886} (1,045,475 (7eE, e (1,02%, 297
Intercompany labour cost - - 4,855,165} (4,283,724
Warranty sXpense {R22,085) f44e, 73R (231, 983 11485, 771
Commission exXpense {282,784 (455,218 {415,908 (471,894
Other expenses from

ordinary activities {5,508, 361 {3,136,18L) (3,821,022
Profit from crdinary . o ” o o .
aotivities hefors

inoome Tax eXpense 3 5,310,035 L, AR5, e 3,853,112 BO9E, 681

lncome tax expense
relating to
ordinary activities 4

Fra

from crdinary

aotivities after reiated
inoomse Tax eXpense 2,464,574
Net Profit 3,812,537 1,200,838 2,444,574 584,822

Net profit/i{licss)
sttributable to outside
equity interests .

Het profit attributanle to

melnlers of the parent entity A, 808, 864 1,184,837 2,444,574

Het exchange difference

on translaticon of financial

reports of self-sustainiag

foreign operaticons 24 {1, 000,706) (SEY, 48 - B
Toetal changes in equlity

other than those resulting

from transactions with

CWNers as oWners Z,8498,258 595,189 - -
Basic earnings per share A G4 [

icents per share)

iluted sarnings per share

icents per share) 21 0.8 6.3



The accompanylng notes form part of these financial statenents.

WATERCO LIMITED AND CONTROLLED ENTITIES

STATEMENT OF FINANCIAI PCSITION AS AT 30 JUNE 2003

Notea
No
Current Assets
Cash assets
Receivalkles )
Inventories i
Other o]

Total Current Assets

Non—-Current Assets
RBeceivakles G
Other financial assetsl(
Property, plant

& sguipment iz
Intangible assets iz
Deferred tax assets i4
Other ik

Total Non-Current Assets
Total Assets

Current Liabilities
Payvables

Interest bhesaring
liakilities

Current tax
liakilities
Provisions

[
[}

|_}
.l

[Aalnes)

[

Total Current Liabilities

Non-Current Liabilities
Interest bhesaring

liakilities 20
Deferrsd tax

liakilities 21
Provigions 22

Total Non-Current
Liabilities

Total Liabilities

Net Assetls

Equity

Contributed eguity
Reserves 24
Retzined profits 2h

Parent entity interest
Outaide eguity
interest 32

Total Eguity

Economic Entity

2003
$

2, 807%, 306
iG,315,71z

13,823,358
{506,812}
8,060,725

2002

$

551, 238
H,718,553
19,464,090
592,619

15,42
LA

LR N ]
-
AR )

-]
ooy -

oooon

13,785, 838
45%, 654
6,248,327

Parent Entity

2003
$

2,081,892
4,813,041
, 2359, 261

14,918,003

2002

$
186,117
6,052,178
12,770,546
543,719

4,020,300

ot

316,060

13,623,338
160,426
914,235

14,497,402

The acconpanying notes form part of these financial statements.



WATERCO LIMITED AND CONTROLLED ENTITTES

STATEMENT OF CASHFLOWS
FOR THE YEAR ENDED 30 JUNE 2003

Economic Entity

2003
$

Cash Flows from Operating Activities
Recelipts from customers 68,561,658
rayments to suppliers

and employees (57,516,400
iterest received
Income 57

; g costs (1,20 B0
Income Tax paid {791,931
Met cash provided by/ (used in!
operating activitiesncte 37b! G, 641,204

Cash Flows from Investing
Activities
Dividends
£or property,
souipment i
from sale of properiy,
cuipment 1,067, 367

rom sale of

received 7z

8,467

338,071

2002

(55, 355, B42)
11,764
522, 967
(1,202, 514)
11,538, C04)

Parent Entity

2003
$

59,149, 3584

=
Eonl

-
]
()
i)

H ]
-
O

-2

[ R o e T
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-
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=
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o

-
fay)

2002
$

51,070, 3¢

-y

Cash Flows from Financing Activities
rroceeds from/ {repayment o)
borrow

cash provided v/ iused in)

noreases/ {decrease) in
nalid 3,787, 66

(336,473

1,807, 506

o

- f
(1,3
(180, &
(2,068, 5

e e
Y D O

—
]
N
.
R
b

The accompanying notes form part of these financial statements.

4,000,000
6,503
i135,137)
i2,081,562)
84,347
{755, 185)

508
(320,365
1,118,403

149, 540

(100, 0000

2,000,000
(1,600
(180,545
(2,068,578}
120,320
(160,525

(1,019,383}




WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAI STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING PCLICIES

The financial report is a gensral purpose financial report that has been prepared in
accordance with Accounting Standards , Urgent Issues Croup Consensus Yiews and other
avthoritative pronouncements of the Australian Accounting Standards Board and the
Corporations Act 2001. The financial report covers the econcomic entizy of Waterco
Limited and controlled entities , and Waterco Limited as an individual parsnt entity.
Waterco Limited is a iisted public company, incorpcrated and domiciled in Australia.
The financial report has besen preparsd on an accrual basis and is bassd on historical
costs and does not fakes inte account changing money valuss, or except where stated,
current valuations of non-current assets. Cost is based on the fair waine of the
conglideration given in exchange for assets. The ifellowing 1s a summnary of the
material accounting policies adopted by the sconomic entity in the preparaticn of ths
financial report. The accounting policies have bheen consistently applisd unless
ctherwise stated.

= Principles of Consclidation

The wcconsolidated accounts comprise the accounts of Waterce ILitd and all entities
controlled by Waterco Lid. Control exists wherse Waterco Lid has the capacity to
dominate the decision making in relation to the financing and cperating policies of
another entity so that the other entity operates with Waterce Ltd to achieve the
chijectives of Waterco Ltd. A list of controlled entities is contained in ncote 11 to
the accounts.

Al intercompany balancesz and transactionz betwesn entities in the esconomic entity
inzluding any unrealised profits or losses, have bheen eliminated on consolidation.
Where controlled entitiss have entersed cr leit the ecconomic entity during the vear,
their cperating resulits have been included from the date contrcl was obiained or until
control ceased.

Catside

and results of the entities that are controlled are
shown as

consclidated lancial report.

b. Goodwill

Goodwliil and goodwil! on consolidation are initially recorded at the amcunt by which
in i rolled entity

the purchase price for a business or for ownership intersst 1
exceeds the falr walue attribuoted tc itz net tangible assets at date of
Goodwliil and goodwill on consolidation are amcrtised on a straight
pericd of 20 vyears, beginning in the year Ifollowing the vear of acqud
balances are reviewed annually and any balance representing future beneiil
the realisation is considered to be no longer probable are written ofi.

o, Investments

ities ars measured on a cost kasis less amcunis written
the value of the invesimenis.

Investments in controlled ent
off for permansent diminntions

d. Depreciation of Fixed Assets
Depreciation where applicable has been charged in the accounts so as to write off each
agsset over the estimated usefnl life cof the asset cncerned. Either the diminishing

fai
value or prime cost methced, as considered appropriate, is used.
The depreciation rates used for each class of depreciable assstsg are:

(Clazs of Fixed Asseis Depreciation Rate

Buildings 1.5-2.5%
Flant and sguipment b-33 . 33%
Leazed plant and sguipment 13-2¢




WATERCO LIMITED AND CONTROLLED ENTITIES

NCTES TO THE FINANCIAI. STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003
a. Leases

Assets of the eccnomic entity which are subject to finance lease are capital
initial amount of the leazed a¢aet ard corresponding lease liability is th
1:

vailune cf minimunm leass payments. sed asseits are depreciated cver i cf the
agssets. Lease liabilities are reduued by repavyments of pr lrcipal.

The interest conmponents cf lease payments are charged against prcofizs.

The finance leaszes are in respect of motor wvehicles and homputer software used by the
sconcomic entity.

leaze payments for operating leaszes, where substantially all the risks and benefits
remain with the lesscr are charged asz expenses in the pericd in which they are
incurred. The leases are property leases that are subject to different ferms and
conditions and are a2ll subject o renewal.

Contingent liabilities are guarantees given by the head lessor (Waterco Ltd or Swimart
Pty Ltd: for shops subleased by franchisees. Ths on the rental at the
heginning of the lease adiusted for sstimated future inflaticon movements and movements
in market valus.

JJ
]
<
m
o
]
]
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o

f. Inventories

Inventories are valued at the lower of cost and net realisakle walue. Cost is
determined on a standard cost baszis. The cost of manufactured products includes direct
materials , direct labour and an appropriate portion of variable and .;xed overheads.

Net realisable wvalue is determined as the esfimated selling price less stz to s=ll.
g. Taxation

Tax eifect accounting is applied whereby income tax expense based on profit from
ocrédinary activitiss adiusted for any permanent difisrences. Timing differences which
arise dus to the different accocunting pericds in which items of revenus and expense
are included in the determination of accounting profit and taxable income are hrought
to account as either deferred income tax liability or an asset described as future
income tax benefit at the rate of income tax applicabkle to the pericd in which the
henefit will be received or the iiability will become payable. Faoture income tax
henefita are not brought to account uniess the realisaticn of the asset 1s assured
bheyond reasonakle doubt. The fanture income tax benefit in relation to fax losses is
recognized where the company is virtwally certain of realisation of the benefit.

h. Foreign Currencies

Foreign currency transactions are converted to Australian dolliars at exchange rates
riiing at the dates of those transacticns. Amounts payvable and receivable in foreign
currency at balance date are converted to RAustra

ian dollars at exchange rates ruling

on that date. Exchange differences arising Ifrom short term amounts pavyable and
receivakble are brought to account in the proifift from ordinary activitises when the

exchange ratses change. Foreign controlled entities financial statements have been
translated at the exchange rate current at reporting date. The agssets and liashilities
of the overseas controlled entities , which are self sustaining , are translated at
vear—-end ratez and operating reasults are translated at the rates raling at the end of
sach month. Gains and lossges arising on transiation are taken directly fo the foreign
rrency transiation reserve.

i. Employee Benefits

Provision for employes bhenefits, which include long ssrvice leave, and annual leave
ars computed fTo cover sxpecied benefiis at balance date. Employee beneiiis sxpected to
he szettled within one vear ftogether : benefits arising ifrom wages and salaries,
annual leave and sick leave which will be settled after ocne year, have besen measured
at the amounts expscted to be paid when the liability is settled plus related cncosts.
Other emplovee hensfits pavable later than one year have bheen measuvred at the present
vailune of the estimated future cash utflows to be made for those bkensfits.
Contributions are made by the sconomic entity to an employves superannuation fund and
arse charged as expenses when incurred. The economic entity has no legal chiigation to
cover any shortfall in the funds obligations to provide benefitz to emplcoyses on
retirement.,




WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FCR THE YEAR ENDED 30 JUNE 2003

3. Deferred Expenditure
Research and Development occsts are charged fo profit frowr ordinary activities as

incurred unless it 1s expected beyond any reascnable dount that sufficient Ifuture
benefitas will be derived s0 asz o recover these deferred costs. Other significant

a
items of expenditurs haviJg a benefit or reslationship to more than one accounting
pericd are deierred and amortised over the periods of their expected beneiir.

K. Acguisition of Assets

The cost method cof accounting has been used for acquisition of a2ll assets (inciuding
shares). Cost is defined as the fair wvalus of the assets given up at the date of
acqguisition plus costs incidental to acguisition. Where goodw;¢l arises it isg brought
to account on the basis described e accounts.

L. Property, Plant and Equipnent
Each <lass cf property, plant and eguipment is carried at cost or Ifair wvalane less,
where applicable, any accumulated depreciation.

Proparty
Freehold land and buildings are measured on the cost basis. It ig the pﬁll oy of the
econcmic entity o have an independent wvaluation severy three vyears a
appralsals being made by the directors.

Fo WOW“HG iz a summary of wvalvaticns based on net market waluese in respect to land and
buildings owned by the economic enti

Land & Buildings Date of Valunation Amcunt Type of valuaticn
Rydalmere , HNSW 4 September 2000 G, AT, 006 Independent Valuation
Bankstowrn, NSW 20 September 2060 2,45¢,000 Independent Valnation

These valuaticns were obtained in accerdancs with a regular policy of obta
valnations of land and buildings every three years.

I_l
!:5
LQ

Plant and equipment

The carrying amount of plant and equipment is reviewed annually by dirsctors to ensurs
it is not in excess of the recoverable amount from thess assets. The recoverable
amrcunt is assessed on the basis of the expected net cash flows which will be received
from the s enmplovment and suhsequent disposal. The expected net cash flows have
not been d;SCOUﬂteG to their present wvalues in determining recoverabls amounts.

The cost of fized assels constructed within the economic entity includses the cost of
materials, direct lazbour, and an appropriate proporticn of fixed and wvariable
cverheads.

The depreciable amount cf 511 fixed assets including building and capitalised leassad
agsets, but excluding freehold land ,is depreciated cver thelr usgeiful lives commencing
from the time the asset is ready for use. Leasshold improvemsnts are depreciated over
the shorter cf either the unsexpired pericd of the lease or the estimated useinl liwves
I the improvements.

The gain cr loss on disposgal of all fixed assets 1s determined as the dififsrenc

between the carrving amcunt of the asset at the time of disposal and the proceeds of
disposal, and is iancluded cperating profit before income tax of the scconomic entity
in the vear cof disposal.

M. Revenue
Revenus from ths sale of goods is recognisesd upon the delivery of gocods to customers.

Interest revenus I recognissed on a proporticnal basis faking into acccunt the
interest rates applicable to the financial assets.
Dividend revenue 15 recognized when the right to receive a dividend has besn
established. Dividends received Irom associates are accounted for in accordance with
the eguity method of accounting. Rental revenue 1s recognised when the right to
rezeive the rent has been sstablished.

Revenue from the rendering of a service

g recognised upon the delivery of the service

to customers. All revenue is stated net of the amount of goods and services tax
LT
[ EREN NN



WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FCR THE YEAR ENDED 30 JUNE 2003

N. Goods and Services Tax {GST)

Revenusg, expensesz and assets are recognised net of the amount of GST, sxcept where
the amount cf GST incurred 1s not recoverable from the Australian Taxation CGffice. In
thege circumstances the 65T i recognised as part of the cost acguisiticn of the asset
or as part of an item of the sxpense. Recelwvables and pavables in the statemsnt of
financizl position are shown inclusive of GST.

0. Comparative Figures
Where reguired by Accounting Standards comparative figureses have been adjusted to
conform with changss in presentation for the current financial vear.



WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TG THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

Economic Entity Parent Entity

2003 2002 2003 2002
§ ) $ )

Note 2: Revenus
Operating activities
* Sales of goods 69,667, 362 59,475,004 57,941,775 52,153,858
* dividend received 72 05 72 205
* interest received 18,241 12,5813 1L, 800 a2, 809
* rent 194,996 212,658 194,995 212,658
* bad debts recoverad gh, 791 14, GY9s 6,033 14,522
* cther 238,461 295, 407 197,430 145, 2592

HNon-operating activities
* procesds on disposal

of property, plant
and eguipment

Total Revenue

alividends received or
receivable from
* cther persons

Totzl dividend revenue
bl Interest received cor
receivable from

* cther persons
Totzl interest revenue

Note 3: Profit from Ordinary
Activities

T1,475,281

1,003,074

72 305 7z 30
72 305 72 305
18,241 1%, 581 ih, 6006 b, 809
18,241 1%, 581 ih, 6006 b, 809

Frofit from crdinary activities

has been determined after:

{(a} Expenses:

Cost of Hales

Borrowing costs:

* cther persons

* finance charges
ocn finance leases

35,423,584

1,274,937

34,884,337

1,183,020

33,275,542

1,159,544

19,513



WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TC THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

Economic Entity

2003
$
Note 3: Profit from Ordinary
Activities {continued}
Frofit from crdinary activities
has been determined after:

(a) Expenses:
Depreciation of non current

assets:

* buildings 120G,248
* plant & equipmant 855,976
* capitalised leased assets G4, 5%

brmcriigation of non current
assets:

¥ lezazehold land ig, 90k

* goodwill on acguisition 26,871

* goodwiil on consclidation 23,216

* formation costs 102,761
163,753

Bad and doubtful dabts

¥ trade debtors 51,097

Rental expense on

ocperating leasss 1,352,273

Research & develcpment 178,086

HNet Loss on dispcsal of
non-current assets

* property ,plant and

equipment 61,831
Foreign currency fransiation
losses/ (gaing) 1,012,621

buditors' Remuneraticn

Remuneration of tThse audiior
cf the parent entity for:
¥ audit or reviewing the
financizal report 76,352
¥ cther services -

Remuneration of cther auditors
cf zubsidiaries for:

* auditing or reviewing the
financial report of
subszidiariss 55,487
* cther serviges -

HNo other henefits wers
received by auditors ========

(b} Revenus and Net Gains
HNet gain on dispcsal of
* Property,plant and sguipment 26,855

* Invesiments -
* Intangiblies BE, 3924

10

2002
$

10, 505

23,034
23,216

t

49,442

Parent Entity
2003 2002

$ $

120,248 125,583
568,353 590,564
94,5506 219,645
783,087 955,732
iG, 905 10,505
24,916 2,079
2k, 821 31,984
HG, 374 150,654
567,752 1,000,016
64,335 114,079

30, 250 273,579
1,012,621 373,012
67,452 84,546
517,941 16,898
14,264 -
86, 394 65,000
£18,595 33,598



WATERCO LIMITED AND CONTROLLED ENTITIES

NCTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

Economic Entity Parent Entity
2003 2002 2003 2002

$ $ $ 8
NOTE 4: INCCME TAX EXPENSE

{a) The prima facie tax on profit
from ordinary activities beiore
income tax 1s reconciled to

the income tax as follows:

Prcocfit from ordinary activities
before incoms tax

from ordinary activities betfore

5, 310,035
Prima facie tax pavable on profit

596,602

income tax at 30% (2002 30%) 1,553,019 AR, 724 1,155,554 269, 007
Tax =ffect of permansnt
differences
# Depreciaticn of buildings 14, 984 10,254 10,584 10,584
# Entertalinment 3, 141 2,740 8da 856
# Amortisaticn - Goodwill 15,026 13,876 7,475 h, 324
# Amortisaticn - Leasshold Land 3,277 3,272 3,272 3,272
® dpecizl building write off {1,868} 11,868) {1,888 11,888
# Reinvestment allowance {161,955 {64, 326) - -
® rffects of lower rates

in overssas countriss fd6,970) (35, 486} - -
# Unrealised foreign sexrchange

logses/ {gains! 327,479 111,304 03,766 11zx, 304
# I'oreign controlled entities

not tax effected (102,656} 227,120 -
# Fxpenzes nct allowable 17,255 1,019 1,285 1,019
* {Profit) /Loss con sale of

buiiding 70,004 73,315 {70,004 {73,315
# {Profit) /Less on =zale of

investmenis 4,202 - (78] -
* {Profit) /Loss con sale of

gocdwill 1,151 - (1,121 -
® Other Pr7, 5440 (a2, 152} {11 11, :00)
* {Over) /under provision

for tax in pricr year 1de, 2630 (ha, 8577 {21,91i2) {14,536)

Income tax expense attributable
to profit from ordinary
activities before income fax

11



NOTE 5: REMUNERATICN OF
DIRECTORS & EXECUTIVES

37 remoeneralticn
Income ived or Giie
and regeivable by
dirgctors of wach entity
in the sconpomic gntity
and any related bodias
COrporate

Directo

(&)

rE

Iaeomes

receivabis or dusg
sivable by directors
chiaf ¢ vy from
ief entity and any
o bodles oorporate

ghar of parent entivy
directors wWhose income
the parent e
related parti
was within the
Dnds

Frosm
ity and any

sl D eming

(st

Pl et L
o

E e
L
A L
<
[V

0- 53

; "y directors who
have heid office during
the period:

Soon Sinn Goh
Bruce Leitoeh
Garry Horman
Stuart Lloyd
Ben Hant

B} Execurives officers

et ration:

Ramuneration regeived 9 due
eivable by execuebive

ars in the agonomic

entity and any related envities
for management of the af
of aeoncnic entity,

whose

remuneration iz S100, 000 or more

meration recelved or dus
able by esxeculbive
the parent, from the g
entity and any related par
for the manags and aff
the parent entity and its

subgidiaries whose incone

SI00,000 or more

Z3 SR

is

The nuwher of
inoome was W
hands:

arocctives whose
hin the following

S1o0, 000-51009, 269
$110,000-5119, 269
S120,000-5129, 269
$13G,000-5139, 269
$140,000-5149, 269
5160, 000-8169, 569
SLE0,000-5189, 2%0

WATERCO EIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

Parent
2003
$

Economic Entity
29003 2002

$ $

23 e2s

505, 578 06, 177 -
- - 650,273

W,

3

1,124,125 Ga%, Z40 -
e, e, e,

> 3 >

[

|-

1z

Entity

2002

e

505, 481

Ho.

-



S190,000-5154, 5549

-

-

WATERCO LIMITED AND CONTROLLED ENTITIES

CURRENT ASSETS

Note &: Receivables
Trade debiorsa

less: provision for
doubtful debts

ther debtors

Note 7: Inventories

Raw materials and stores
gt Co
Work in progress at cost
#inighed goods at cost
Goods in fransit oat cost

Note 8: Other Current Assets
Prepayments
Waterco Share Plan

NON CURRENT ASSETS
Note 9: Receivables
Employes Share Plan
Amcunt LJW‘_DQ a_)_})

controlled entitias

zfter ba

- ﬂdldv%‘dﬂ ri nquT

- Onited States dollars
2,186,948

- New Zealand dolilar

- Hong Kong dollars

- Brivish pounds

- Chinese renminki

NOTES TO THE FINANCIAL STATEMENTS
FCR THE YEAR ENDED 30 JUNE 2003

Economic Entity

2003

4,383,516
1ED, 346
11,443,721
321,710

124,368

434, 558

ta rof effectively

1% months

13

2002
$

§,134,024

4,620,317
121,082
14,220,507
501,764

Parent Entity

2003

o

L

[y aN vl

- o
-3

R

o (X

IRV

=

2002
$

272,810
271,269

1,020,032
152, 609
£12,920

63,509



WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

Economic Entity Parent
2003 2002 2003

$ $ $

Note 1{: Cther Financial Assets

a} Shares in controlled
entitises at cost - - 3,167,985
- ~ 3,167, 9%
Note 11: Controlled Entities
Country % owned
of
incorporation
2003 2002
Parenst Entity
Wateros Limited Luatralia - -
fOA&rolied LILLth% of
Lustralia 100 10540
ﬂa1or¢b Sales &
Manfecturing Piy Lid Bustralia 100 104
Zane Bolar Syaitems
Australia Pty Lyd Lyst 106 104
Avgtralia
100G 100
pe Bty Ltd 100 160
GEE T 100G 100
(M1 Edn Bhd lf}C 100
(Far Bast)
100G 1440
100G G
\Wdr Ldst,udp Brig®** Malaysia 100 1040
Watercs (HK) Ltd# Hong Kong 100G 100
Watercs (BE) Litd Hew Zeatand 100 100
Swimart (WA) Lid Mer Zealand 100G 100
rahoppa (KA1 Libd v Aealand 100G 100
roo Guangrhoo Lod Ching 100 154
Lacron (GE) Lbd*# Jnited Kingdom 100 -
Watercs (Bdarope) Litd Joited Kingdom 54,4 50,4
Gighal Lelsure Prodocts
Sedn Bhd Malaysia 5l 51

Entity
2002
$

* Or 2 July 2002, Waterco Limited sold 100% of the shares in Waterco (HE} Ltd Lo

iFar Eazt) Sdn Bhd for 5B36,000 yvislding a profit o
% On 19 March 2003, Vivarina Lid issusd 256G, 000 GBI
On 30 April 2002, Vivarina Ltd changed its name to Lacron (JE} Ltd.
*X*0n 33 July 2003, Waterco Composites Sdn Bhd changed its namse to Lacron
Sdn Bhd.

£ SR14,264

1.0G shares to Waterco

Filters

Limited.

)
5y
]

Waterco

Waterco USA Inc carries cn business in the United States. Waterco (FE!Sdn Bhdg, Waterco i
1

Sdn Bhd,Global Leisure FProducts 5Sdn Bhd, Watershoppe {W} Sdn Bhd and Lacron Fi

r 3 sia. Watercc {[(HEK) 1Ltd carries on b351ness
Kong. Waterco (NZ) Ltd, Swimart (NZ} Ltd and Natershoppe (HZ} Ltd carry on busginesss
Zealand., Waterco (Europs! L1td and Lacron (UK‘ itd both carry on business in the

5
East) Sdn Bhd carry on businsss in Mala

F
4]
il
Q
5
o
=

J)
b
m
o
il

Kingdom. Waterco {Guangzhou! Ltd carr in China.

14



WATERCO EIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FCR THE YEAR ENDED 30 JUNE 2003

Economic Entity

2003
$
Note 12: Property, Plant & Equipment
Freehold land at cost A,763,1582
Fresehold buildings at cost
Less: zccunulated
depreciation 6hbh, 464

k)

gazehold land at cost
sz: accumulated
orftisation

oo
2 m

Flant & eguipment at cost 14,372,274
Less: accumulated
depreciation

ILeazed plant & equlipment

at cost 212,523

Less: accumulated

depreciation ik, 862
496, 261

Totazl written down value i4,746,753

a}Movenents in Carrying Amounts

Fraghald Brildings
Land

Boeonomic Entity:

Balanoge al fhe

egicning of

VEATL 3,572,861 4,204,778

Aaditicns -
s throudgh
ion of

38,4975

(GO, 500 (15%, 4%2)

Digposals

Depraciation
axponse -

Carrying amcunt at
the and of year

Parent Entity

Balance At the

egicning of

VEATL 3,872,881 4,204,778
Aoditions -
Disposals (200,500

38,978
(15%, 4%2)

Depraciation
BHOBLEEE -

Carrying amcunt at
the and of year 3,763,155

2002

Leasshold
Land

175,068

145,183

Parent Entity

2003

10,608,348

2002

5,431,862

3,139, 604

11,011,240

Fiant &
Eepud et

3465, 545

246,199

Leased Plant  Pobtal
& Bepidpment

15,425,027

1,883,705

175,068

(10,805

15

365,565 11,011,240

)

498,862 10, 6008, 348




WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

Economic Entity

2003

Note 13: Intangibles
Goodwill {note 1bk)
Lesz: accumulated
amortisation

2&h, 463
Freliminary expensss 2,241
Goodwill on consclidation 464,314
Less: accumulated
amortisation 3he, 18k

Note 14: Deferred Tax Assets

Future income tax benefiis 1,200G, 398

The future income tax

benefits is mads up cof the

feilowing estimated tax benefits:

- fTax lcsses 3R, 912
- fiming differences i

Note 15: Cther

Deferrsed expenditure

carried forward -
CURRENT LIABILITIES

Note 16: Payables

Trade credifcrs 6,347,586
Sundry creditors and
accrued exXpensss

Note 17: Interest Bearing

Liabilities

Bank loans - secured 1,00G, 000
Bank overdraft - secured -
Leaze iiability ihe, 278

Bank facilifiies ocf the

parent entity and subsidiaries
ars  secured by a first ranking
and registered fixed and
floating dsbenture charge

ocver the assets cf the parsnt
entity, and registered
mortgages over freshcld

land and buildings and
guarantees and indemnities
from subsidiaries. That part
ocf the facilities that
fluctuate on an annual basis,
are clagsified as current.

2002

199,168
692,520

53, 488
5,035,035

1,000,000
287,712
111, 550

16

Parent

2003

Entity
2002

2,868,312

1,327,138




WATERCO LIMITED AND CONTROLLED ENTITTES

NOTES TO THE FINANCIAL STATEMENTS
FCR THE YEAR ENDED 30 JUNE 2003

Economic Entity

2003
$

Note 18
Income Tax

Current Tax Liabilities
83,082

Note 19: Provisions
Enployee bheneiits 22a)

NON-CURRENT LIABILITIES

Note 20: Interest Bearing Liabilities
Bank loans - sscuresed 13,222,016
mounts pavable to
controilled entities
Leage iliability

Foreign {urrency Payables

HNon current liakilities not

effectively hedged tc a date

at least 12 months after

balance date

- Malavesian ringgit -

Note 21: Deferred Tax Liabilities
Provision for deferred
income fLax

Note 22: Provisions

Frployee bheneiits 2Zal 328,866
alAggregate employes
entitlement liability 2,081,003
hyMNamber of employees
at year end 415

Note 23: Contributed Equity
18,509,650 ordinary

shares fully paid at
heginning of the year

{2002 13,6806, 00G)

On 10 January 2003 25,060
ordinary shares were issued at
532,00 sach under the Waterco

Frployee Share Plan 37,506

On 22 January 2002 229,650

Ordinary shares were issued

at 31.7C¢ each under the

Waterco Employse Share FPlan -

2002

13,395,433

390,405

17

Parent
2403

Entity
2002

434,034

13,006,000

3,020,208
273,450

17,600,000

2,510,590
207,116

37,506

13,395,433

390,405



WATERCO LIMITED AND CONTROLLED ENTITTES

ROTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

Note
No 2003
k23
Note 23 Contributed Equity {continued)

1H, 534,650 ordinary shares
fuplily paid at the end of
the vear {2002 18,305,600)

Note 24: Reserves

a)Capital profits

The capital profits reserve
relates to non taxable profits
on zale cof property.

The foreign currency transiation

regerve records exchange
differsnces cn translaticn of

foreign controlled subsidiaries

Balance at beginning of year
Net exchange differences on
translation cf foreign
controlled entities

Balance at end of vear

Note 25 Ketained Profits
Opening retained profits

Net prefit attributable to the
members cf the parent entity
Dividends paid 30

Closging retainsed profits

Note Z6: Lease Commitments
Finance leases

leaze sxpenditure contractsed
and provided for:

not later than one year
later than one year but not
later than five vears

Total minimam leasse commitments
Future finance charges

Lease iliability

Current portion 7
Non-current portion 20

Finance lesaszes are taksn oui on

283, 332

{1,00G,706)

8,065,725

Economic Entity

2002

6,248,327

motor vehiclies, telephone systems,

computer hardware and computer

software, with an option to purchase
the asset at the end of the leaze term.

18

Parent Entity

2003

2002

111,556



WATERCO EIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAI STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

Economic Entity

2003
$

Note 26: Lease Commitments {continued}

Uperating lease pavable:
not later than one year
later than one year but not
later than five years

later than five years -

2002
$

LG8, 442

2,065,160
218,822

Parent Entity

2003

2002

Operating leases are taken out
cr: the rental of ocifices,
warehouszes, motor wehicles and
cffice equipment.

Note 27: Contingent Liabilities
Eztimate of the maximum amount
of contingent liabilities that
may hecome payable
ta} Guarantees of leases of
premissez subleased fo
franchisees n, 027,054

Note 28: Related Parties
Tranzactions between related
partiss are on nocrmal commercial
terms and condiftions unless
otherwise stated. Related parties
cf Waterce Limited fall into the
following categories.

iAY Transaciions with direcicr
related parties

{i}Payments made to Goh Lai Huat
and Scns Sdn Bhd for rental
o0f warehouse and cffices by
Haterco (FE} Sdn Bhd. Mr 55
Goh,s director,has significant
infinence over Goh Lal Haat
& Bons Sdn Bhd.

230,086

iiiiSalez made tc Asiapocls(M)Sdn
Bhd. Mr 55 Gch, a sharshclder
has significant infivence over
Laiapools (M) S8dn Bhd.

283,865
{iii)Commission paid to Asiapools (M)
gn Bha., Mr 58 Goh , &
shareholder has signficant
influsnce over Lsiapools (M}
Hdn Bhd. 26,427
iivy Payments madse Lo Mint Holdings
Pty Ltd for rental cf a
warehouse and ofiice.
Mr & 5 Goh is a director and
shareholder of Mint Heldings
Pty Ltd.

264,440

23,729

239G, 615
19

290,613



WATERCO LIMITED AND CONTROLLED ENTTTIES

NCOTES TO OF THE FINANCIAL STATEMENTS

FCR THE ENDED 30 JUNE 2003

Economic Entity
2003 2002

$ $
Note 28: Related Parties (continued)
vl On 30 June 2003, Waterco Ltd
alsold its Balcatta Froperty to
Mint Heldings Pty Lid for a
conzideration of $840,000{plus GST)
resulting in a profit of £479,060.

bisigned a lease agreement with Mint
Holdings Pty Ltd to lesase the
Balcatta Property for o Years
commencing 3077 June 2603

¥Mr 5 5 Goh is a director and
shareholder of Mint Heoldings Pty Ltd.

iviiFayments made to IT Easy Pty Ltd
for evaluaticn of Watercc
Limited's IT EHvyvetem. Mr & G Lloyd
iz a director and sharshclder of
IT Easy Pty Ltd. 17,514

{vii)Share transacticns with Directors:
Directors and direcicr-related
entities hold diresectly, indirectly
or bensficially as at reporting
date the following equity
interests in Waterco Ltd:
Ordinary shares 10,431,755 49,36

Directors and their related

entitiss acguired 1,067,000

ordinary shares and =zold

nit ordinary shares in

Waterco Ltd during the period.
{B'Lcans to Directors

Loans provided to direciors

in relaticn to acquisiticn of

shares under the Waterco Emplovee
Share Plan. These are interest

iree loans and are payable within

ten vears of the share issue date.

On 19 January 2003, 25,000 shares were
issued tc Mr B I Leitch at $1.50 =sach
famounting to $37,500) ander thisz plan

Advanced

Mr 5 5 Goh -

Mr B I Leitch 36,400
36,000

Repaid

Mr 5 5 Goh 5,250

Mr B I Leitch 5,000
10,250

NOTE 29: STATEMENT OF OPERATICNS BY SEGMENTS
{a) Industry Segments

The econcmic entity cperates predominantly in one indusiry ,

retailing swimmin

20

4,755

accessories and egquipment.

Parent Entity

2003
$

2002
$

8,250
5, 500

being the manufacture
and wholegale of swimming pocl chemicals, accesscries and sguipment, manuvfacture
and sals of =zolar pocl heating systems and as a franchizor of swimming pcocol cutlets



WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAI STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

NCTE 29: STATEMENT OF OPERATICNS BY SEGMENTS {cont)
(b} Geographical Segments

AUSTRAEIA | S..ASIA SNEW USA OTHER ELIMINATION | £cosomic
ZEALAND 5 ENTITY
2003 2003 2603 2003 2003 2063
2003
% % 5 5 < % s
REVENUE
SALES TO CUSTOMERS 55083051 1339181 3,490,260 5,276,387 5 458953
GUTSIDE THE ECONOMIC ENTITY SRS 69667362
11,503,853 21,950 . P
INTERSEGMENT SALES 34055,461 AT (£6. 580 484 .
UNALLOCATED REVENUE 1807919
P (£6. 580 484
TOTAL REVENUE 54,£38,612 1526503 | 3518840 5,276,587 A 73 479,281
1295706
SECGIMENT RESULT $380.078 192,791 667439 (222187 (193 873} 7.417.954
UNALLOCATED EXPENSES NET
OF UNALLOCATED REVENUE (E.807.539)
PROFIT FROM ORDINARY
ACTIVITIES BEEORE INCOME TAX $.310.0%5
INCOME TAX EXPENSE (EAD7 498)
PROFIT FROM ORDINARY 1412.937
ACTIVITIES APTER INCOME TaX
§1,580.482 A
SEGMENT ASSETS 1,208,844 5 yspaz | 020381 I 645,143 3 060567 (10,704,220} 47,111,499
24 446 090 o LEOSE T
SEGMENT LIABILITIES a0 | 696,496 (7.990.294) 23,783,106
AT IV 1,364,173 s
DEPRECIATION & AMORTISATION 831764 30,146 20,396 140,378 1326 1218483
AUSTRAEIA | SEASIA NEW EISA OTHER ELIMINATION | £coNomic
ZEALAND 5 ENTITY
2002 2002 2002 2002 2002 2002 2002
% 5 5 5 . % s
REVENUE
TOMERS
D ECONOMIC ENTITY 59,479,604
S6,E84 474 4243855 | 3519050 32,385 465240
INTERSEGMENT SALES A3 (E4.5%2 517} .
2,496,129 11,464,208 43,573 - o -
UNALLOCATED REVENUE P88.603 1539423
TOTAL REVENUE 2670603 19708063 | 3,592,623 32,385 3453815 (E4.5%2 517} 63,044,427
SEGMENT RESULT 2529073 1,834,367 21650 (733,357) 52715 (766,789} 1325169
UNALLOCATED EXPENSES NET
OF {INALLOCATED REVENUE (£.539.423)
PROFIT FROM ORDINARY
ACTIVITIES BEEORE INCOME TAX 1795745
INCOME TAX EXPENSE
(595,115
PROFIT FROM ORDINARY
ACTIVITIES AFTER INCOME TAX 1 20063t
SEGMENT ASSETS 43.356.760 i3lae | 1536678 595,809 (10,114,956 47.179.984
A 6669
SEGMENT LIABILITIES 26,619,354
H 26,966 411 4176496 I 150,486 3283 658 (8150517 A L RCh]
200 292,756 :
DEFRECIATION & AMORTISATION 994301 2484159 > 3216 1318138
34,521 18481 19,760

{c)The pricing of intersegment transactions is at rates comparative with amounts charged to parties
ourside the economic entity after taking inte account the wvalue and terms of these transacticons.
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WATERCO LIMITED AND CONTROLLED ENTITIES

ROTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

Economic Entity Parent Entity
2003 2002 2003 2002
$ 3 $ 3

NCTE 30: DIVIDENDS PAID OR PROPOSED

Final fully franked crdinary

dividend franked at the tax rate

of 30% paild 945h, 483 S534,000 945, 483 534, 000
Interim fully frankesed crdinary

dividend franked at the tax rate

of 30% paid 1,336,075 1,134,572 1,336,075 1,134,572
2,081,562 2,068,573 2,081,562 2,068,573

Fropossed final fully franksa

crdinary dividend franked at

the tax rate of 30% 1,325,426 545,483 1,325,426 G545, 483

Balance of franking account at

vear end adiusted for frankin

credits ariging from payment of

income tax payable, payment of

proposad dividends and franking

cradits not available for

distribation. 2,001,384 1,638,650 968, 756 5Eh, 744

NOTE 31: EARNINGS PER SHARE
alReconciliation of Earnings
to MNet Profit

Net Frofit 3,812,537 1,200,631

Net Frofit/(Loss) attributable

to outside equity interest (HG, 427 ih, 654

Earnings used in the calculation

cf kasic EFS  mmomeo—ee emmmee
3,898, 064 1,164,937

Earnings used in the calculation

cf diluted EFS 3,698, 964 1,187,353

arWeighted average number
0f ordinary shares
outstanding during the vyear
used in calculation of
basic EPS

=

8,921, 362 18,7480, 668

biWeighted average number
0f ordinary shares
outstanding during the vyear
u=ed in caleounlation of
diluted EFS 14,5

n

R]
I

i, 362 18,830,257

o) 120,0C00 options are not
dilutive and have nct besn
used in the calculation of
Farnings per sharese. Pleass
refer fo Note 36 for detalls.
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WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

Economic Entity Parent Entity
2003 2002 2003 2002
§ 3 $ 3

NCTE 32:0Qutside Eguity Interests
in controlied entities

Cutside equity interest
comprises:

Share Capital 15,657 15,657 - -
Zocumulated Profits/{Losses) a9, 515 la, 514 - -
{53,806} 32,571 - -

a} Cutside equity interests

in share capital
of controllsd entities:

Issued ordinary shares of .bh cents

(BM 1.00} =ach fully paid in

Global Leisure Products Sdn EBhd 4 875 4,879 - -
Issued ordinary shares of £2.65%

(GBPL1.00} each fully paid in

Waterco (Burope} Ltd 14,778 10,77
15,687 15,657 - -
b} Accumulated Frofits/(Losses!)
Opening balancs 16,214 1,220 - -
Share of prcfit from ordinary
activities after income fax (86,427 15,694 - -
{65,513) 16,514 - -
NCTE 33: CAPITAL EXPENDITURE COMMITMENTS
Capital expenditure commitments
contracted for:
Purchase ©of pool shops 617,576 - - -
Pavable not later than one year 617,576 - - -
Inventory 232,110 - ~ ~
Plant, equipment and intangibles 385,466 - - -
617,576 - - -

NCTE 34: EVENTS SUBSEQUENT TO REPCRTING DATE
After balance date:
alCn 25 July 2003,Waterco [(MNZ) Ltd (a subsidiary}completed the acguisition of the assets of

four pool retall shops from Foolcare FPT Services Limited. This acguisiticn was funded by
existing working capital.

DY0On 12 September 2003, Waterco Limited raised 32,970,000 (before costs of issue; through a
placemsnt of 1,35G,000 fully paid ordinary shares at £2.20 each to a group of profezsional
investors. The placement of the shares was fo strengthen the Statement of Financial Position
for cverseas expansicn and future acquisition opportunities.

The financial effect of these fransactions have not besn brought to account in the 2003
financizl report.

There were no other events subsequent to balangs date.
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WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

NOTE 35: FINANCIAT. INSTRUMENTS

{a) Interest Rate Risk
The economic entity’s exposure Lo interest rate risk ,which is the risk that a £
fluctuate as a result of changes in market lnzerest rates and

instrument’z valus will

effective welighted average interest rates on classes of financial assets and liabilities, is
az follows:

(b} Credit Risk

The maximum exposure to credit risk, ezcludin the walue of any <collateral or other
security, at balance date to recognised financial assets i1s the carrying amcunt, net of any
provls'o for doubtful debhts, as disclosed in the statement of financial positicon and notes
to the fl ancial statements.

redit rigk for derivative financial instruments arises from the potential failure by

counter partiss to the contract to meet their obligations. The credit risk e=sxposure to

forward exchange contracts and interesst rate swaps 1s the net fair wvalue cof these contracts
as disclosed in (¢},

Except Zor the followling concentrations of credit risks,
any material credit risk exposure to any single debicr or
instruments entered into by the econcmic entityv.

not have
ancial

{c)Net Fair Values
The net fair walue of bank cverdrafts, bhank iloans and lease liasbilities ig determined by
disccounting the cash flows, at market interest rates of similar borrowings ,toe their present
value. Their net fair valus is adjusted for any costs invelved in settling the instrument.
2003 2002
Carrying Net Fair Carrying Net Fair
Amount Value Amount Value
$ $ $ $

Financial Liabilities

Bank Overdraft - - 287,711 290, 548

Bank Loans 14,122,014 14,263,236 18,187,576 18,369,402

Leaze Liabil 429,728 453,214 318,666 334,595
14,551,744 14,714,450 18,793, 95 18,854, 6349

For firnancial assets and other liakilities, the net fair wvalue approximates their carrvin
i : :ds the net fair walnes have not been
azsets to maturity

value. Financial assets whare
written down as the econcmic entity intends to hold these
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WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FCR THE YEAR ENDED 30 JUNE 2003

NCTE 36 : EMPLOYEE BENEFITS
Employee Share Plans
The following is a summary of the existing employes share plans.

l}Waterco Employee Share Plan

The plan wasz approved by shareholders at the 1956 Annual General Meseting.

Its’ obiect is to encourage fuli-time and part—-time employses of the Watercoe Group t
acquire ordinary shares in the company in order to promote the long term success of the
company as a geoal shared by the employees.

Al full-time and part-time employvees are invited by the hoard to subscrikbe for ordinary
shares in the company at the markset price at the time of invitation (keing the weighted
average price over the 3 preceding trading days on RASX subisct fo adjustment by the board if
it believes the price is distorted} but not less than twenty cents.

The company may =xtend an interest free loan to acquire the shares which is repavable within
ten vears or immediately if the employee leaves the company. The cecurity given for the loan
iz the pledge of the shares and a charge over any benefits generated by thoss shares
including dividends , bonuns sharez estc. The proceeds ©of these bensfits are used to reduce
the borrcower’s indsbtedness to the company.

The loans ars limited recourse loans meaning that if the shares are sold and the proceeds
are not sufficient to meet the lcan balance cutstanding , the company cannot recover tLhe
difference from the borrowser.

Any ordinary shares issuved during the year under this plan are shown in statement of
financial position as contributed sguity with the resulting debt fc the company shown asz non
current receivables. Any residual loan  amounts written off are expensed during the year.
During the year 25,000 shares amounting to $37,500 were issued {at $:.00 each) and debts of
564,148 wers re aid. The total number of shares issued under the plan in the current vear
ars shown Wote 23 to the accounts.

2}Executive Performance Share Plan
This plan was set up in 159%% and approved at the Extraordinary General Meeting held on 18
December 13258,

Its objective iz Lo motivate and retain an excepiional and dedicated management team, and to
attract new , hich gualif executives whc are able by the wvirtue of thelir position |,
experience and skill, to influence the gensration of shareholder wealth.

The plan is cpen to emplcoyees declared by the board to be sligikle.

These employess are invited to apply for an award of a specified number of ordinary shares
in the company. The board will prescribs a date or dates on which an award becomes
exercisable. The award is cniy exsrcisable subjsct fo the performance hurdle prescribed by
the board being achiewvad.

Each award of cordinary shares is divided inte five tranches with each tranche sxercisable cn
eachh of the five consscutive anniversaries of the date the award iz granted subjsct fc the
performance hurdle being attained on sach occasicon and Lo the extent attained.
The performance hurdle is based on the real growth wn the economic entity’

Share in the financial! year of the company immediately preceding the relevan_
vear.

5]

Growth in Earnings Per Share Percentage of Award Exercigable
Greater than 25 100%
Greater than 20 50
Greater than 15% 25%

=} i

The exercise price {if any) will be an amount determined by the board from ftime to fime, and
fixed at the date of the grant.

On @ February 1992 , a number of ssnicr smplovees were invited to apply for a total award cf
1,045,000 ordinary shares in the company. Each award has been divided intc five tranches
with the first tranche exercisable on @ February 2000 and suabssgoent tranches being
exercised on each a versary following. The exercize price shall bhe nil

During the vear, no executives were alliotted shares pursuant to olan.
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WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TC THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

Note 36 : EMPLOYEE BENEFITS (continued})

3}Executive Share Acguigition Plan

This plan was set up in 15%9%% and approved at the Extraordinary General Meeting held on 18
December 1935,

The obijective of thisg plan is to enable members of managemsnt Lo acguire ordinary shares in
the company in ilieu of other remuneraticn thus leading to an alignment of the financial
interests of the participants with those of the shareholders.

The company may issue ordinary shareses at market wvalilne {welghted average price of the
company’ s ordinary shares traded on the ASY opne week pricr to issue) or purchase shares cn
the market at cost.

There will be restrictions on disposal of these ordinary shares of not =arlier than fen
vears from the date of acquisition unless an emploves ceases to be emploved by the Watserco
Group or the bhoard exercises its discretion cn a casze by case basis.

During the vear , no ordinary shares were acguired under this plan.

4yDirectors Option Plan

The plan waz set up in 1598 and approved at the Extraordinary General Meeting held on 18
December 1938,

The obiective of this plan is to enccurage the alignment of the directcors
interests more closely with thosze of shareholders.

Theze options may only be exercised subjescht to the achievement of a performance hurdle
namely the market walue of the share at the time the options werse granted , increased by a
premium of 1 of market wvalue.

In total ,6530,0G0 cpticns were granted to directors and their associatesz on 31 December 1594
at an exergcise price of $1.16 in accordance with fthe rules of the plan. During the vyear,
230,000 options wers exerciszed at a price of 21.16 each and an aggregate sum of 5266, 800 was

received.

¥

financial

Director Lssoclate Balance of Options
at 30 Juns 2003

5007 Goh 5585 Heoldings Pty Lta 10C,000*
Garry Norman Straitswind Fty Ltd iG, 00c*
Stuart Llovd Mailun Inwvestments Py Litd iG, 000+
Ben Hunt Glenhuntly Pty Ltd iG, 000

L -

* Options are over issued ordinary shares of the company and held by Waterco Share Plan
Ltad.

v
~

The clozing share market price of an ordinary share cof Waterco Limited on the Australian
Stock Exchange at 3¢ June 2003 was $1.85 {30 June 2002 51.58)

5)Contributicns

During the year, Waterco Limited made contributicns tc Waterco Share Flan Piy Limited, bheing
the trustse company established to administer the above share plans. The charge in the
statensent of financial perfcrmance in respect of shares allocated during the year is
reconciled fo the contribution as follows:

il

Unexpended contribution brought forward from

previous year 271,209 179,157
&dd: Ceontributions during the vyear (49,2700 97,012

Less: BDeferred contributicon carried forward to
subsequent vear (124, Za8) {1291, 209)

tmonnt charged in the statement of firnancial
performance for shares allocated during the vear 9%, 570G 4,559
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WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

NCTE 36 EMPLOYEE BENEFITS {continued)

Waterco Limited expenses the contributions at the time the shares arse allocated to
participanta of the wvarious plans, being the point in time that employses acguire their
heneficial right to sharess. Waterco Limited has also made a provision of $h5H,000 for shares
to ke awardsed in the next financial year based on the achievement of performance hurdles

during this financial vear.

Waterco Share Plan Pty Ltd had 154,766 Waterco Limited shares on hand a2t the beginning cf
the vear and purchased 149,098 shares during the vyear {of which 335,000 were allccated
during the vear! and a balance of 73,862 are held asz at 30 June 20G3,until allocation cf
shares is made to participants of the emploves share plans. These shares carry the same
voting and dividend rights as any other crdinary share.
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WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCTAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

Economic Entity Parent Entity
2903 2002 2003 2002

$ $ $ $

NOTE 37 CASHFLOW INFORMATION
)?enonﬁll>atl01 of Cazh
purpeses of the statement
flows, cash ludes cash
and in banks net of
nank UVL’dVJTE AT
conmercial bi
of the VLdI Az shown 3
ement of cash flows 3
'ed to ELL related items
financial

o~

o

Cash at bank Z,807,906 ahkl, 234 2,081,897 184,11%
Bank overdraft - {287,711 1204, 510,
Commercial Bills (1,000,000} {1, c00, ceo) (1,000,000} i1, c00, ceo)
1,807,906 {336,473 1,081,892 11,014, 333)
bl Reconciliation of cash
flows from operaticns
with profit from ordinary
activities after income tax.
Profit from ordinary
activities after income tax 3,812,537 1,200,431 Z A64, 574 L4, n822
Hon-cash flows in profit
from ordinary activities
Depreciation 2,069,380 TH3,087% 835,752
mmortisation 60,992 35,821 31, 984
(Proefit: /Loss on zale of
non ourrent assets (545,418 125, 310 (hB8,349: 18%, 481
Changes in Assets and
Liahilities:—-
Trade debtors (1,056,339 1203, 881 1,258,974 11,164, 565)
Provision for doubtfuol debts (87,377 1,884 (30,000 140, CC0)
Other debtors (463,546} 335,315 5, 660 214,712
Inventories 2,676,128 13,242,604, 3,336,016 (1 T98 30
Prepayments 5,513 (%3,913; 111,211 113,591
Future income tax benefits (208,712} {235, 652) P11, a8 (221,312
Expenditure carried forward 53,488 - -
Trade creditors 1,332,546 1,533,251 (234,645 548,133
Cther creditors Z2a6,413 530,545 125,862 Glﬁ,.u6
Provision for emplovee
Benefits 825,738 88,341 T0T, 447 B6, 628
Frovision for tax 1,010,648 (670,837 1,044,706 (82,213
Provision for deferred tax (56, 3659) (36,302} (28,850 (132,835
Cashflow - Non Cperating
hetivities
Dividends Received (T (305 (T (305
Cash
iprovs 5,641,204 00%,738 8,871,442 (las, 775
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WATERCO LIMITED AND CONTROIIED ENTTITES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2003

Egonomic Entity Parent Entity
2003 2002 2003 2002
$ $ $ $
NCTE 37 CASHFLOW INFORMATION {cont)
C)During the financial vear ,two
parent entity cwned and operated
stores were franchised: (2007 one!

Dispozal price

149,840 8,467 149,840

rentory da, 178 126, 669 da, 178
equipment & intangib 103, 462 251,798 1C3, 462
149,840 378,467 149,840

003, Lacren UK Ltd
poacguired
pusinesy of Lacron Ltd

chaze Price GO0, 7ra - - -

[ v e

e)Mon Cash Financial andg
Investment activities

Ly Property,

Duir

kitisfbank

entity




WATERCO LIMITED ABN 62002070733
AND CONTROLLED ENTITIES

DIRECTORS DECLARATION

The directors of the company declare that:

1. the financial statements and notes, as set out on pages 2 to 29, are in accordance with the Corporations
Act 2001:
(a} comply with Accounting Standards and the Corporations Regulations 2001 and
(b} give a true and fair view of the financial position as at 30 June 2003 and of the performance for
the year ended on that date of the company and economic entity;

2 in the director’s opinion there are reasonable grounds to believe that the company will be able to pay its
debtsas  and when they become due and pavable.

This declaration made in accordance with a resclution of the Board of Directors and is signed for and on

behalf of the directors by:

Soon Sinn Goh

Managing Director

Dated at Sydney this 29th day of August 2003
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Chartered
Accountanis &

Bentleys mr‘l‘ Sydney Partnershi
ydney rarinersiip Business Advisors

ABM 27 526 268 895

Lavel 3
31 Market Street Sydney NSW 2000

{Correspondence to
INDEPENDENT AUDIT REPORT GPO Box 3358, Sydney NSW 2001)

TO FTHE MEMBERS OF Telephone {02} 8994 1009
WATERCO LIMITED Facsimile (02) 8984 1001

DX 1322 Sydney

internet: www.bentleys.com.au

Scope
The financial report and directors’ responsibility

The financial report comprises the statement of financial position, statement of financial
performance, statement of cash flows, accompanying notes to the financial statements, and
the directors’ declaration for both Waterco Limited and the consolidated entity, for the year
ended 30 June 2003. The consolidated entity comprises both the company and the entities it
controlled during that 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 accounting records and internal records and
internal controls that are designed to prevent and detect fraud and error, and for the
accounting policies and accounting estimates inherent in the financial report.

Audit approach

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

We performed procedures to assess whether in all material respects that financial report
presents fairly, in accordance with the Corporations Aet 2001, mcluding compliance with
Accounting Standards and other mandatory financial reporting requirements in Ausiralia, 2
view which is consistent with our understanding of the company’s and the consolidated
entity’s financial pesition, and of their performance as represented by the resulis of their
operations and cash flows.

We formed our audit opinion on the basis of these procedures, which included:
e examining, on a test basis, information to provide evidence supporting the amounts
and disclosures in the financial report, and
» assessing the appropriateness of the accounting policies and disclosures used and the
reagsonableness of significant accounting estimates made by the directors.

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

Chartered Accountants

A merber of Moones Howand Internalional an azsoclation of [ndepeadeey secounting finms thaowghoat lhe word, Associated in all States of Ausiratio,
Yhe firms praciising &5 Benfieys 2RI and Meores Reowland s independent. They are afilialed only and rel in parnership.

L iahifity tmfis by the Accountants Schems, approved unger the Professionet Standards Acl 1504 [NSW),



Bentleys mr:'

Independence

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

Audit opinion
Tn our opinion, the financial report of Waterce Limited is in accordance with:
(a) the Corporations Act 2001, mcluding:

(i) giving a 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

date; and

(iiy complying with Accounting Standards in Australia and the Corporations
Regulations 2001; and

(b) other mandatory financial reporting requirements in Ausiralia.
BENTLEYS

Sydney Partnership

ROBERT
Partner

Dated at Sydney this 29" day of August 2003



