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Econormic Entity

Parent. Entity

Note 2004 20433 2004 2003
e, $ 4§ § 3
_
Rewvenues from ardinary activities 2 74,473,597 71,475,261 BF, 224,537 0,646,538
Changas in inventeories of finished
gootls anit work in progress £3, 125,091} 2,525,586 £1,938,244) 3,280,989
Raw raterials and consumables usad £36,697,870) (47,549,570 {34,551, 36%) (38,556,000
Employee beneflits expense £11,518,838) (10,615,560 £3,862,102) (3,740,448)
Drapreciion and amortisition sxpense 3 £1, 172,569 {1,238,483) 822,169} {318.808)
Borrowing costs expense (938 8763 {1,200,661) £923,805) {1,186,643)
Advertising expense £1,415,3963 {1,189,294) §244,268) {764,324
Drisecaunts allowed (1588211 (1563106} §1,578,199) (1, 916,058)
Churward freight. expense (2,273,661} {24355,195) £1,832,993) 1,780,321)
Rent expense {1,995 5503 {1,352173) 1,093,800} {BET,I5Z)
Contracted staff axpense £1,524,068) (BO3,8846) £1,623,846) {793,727
IRTErCcrpamy labour cost - - £4,596,992) (4,855,165)
Varranty expense (RESD, 308} (522,05 §2703,481) {231,883)
COMMission expense £39%,152% (282.754) £340,980) {415,808)
Cither expenses from orfinary activities {4, 626,083} {5,508,2971) £1,73%6,955) (3,736,161)
K] 2 . i e st B4 Pt janes
!'rt)flt from or dmdr.y artivities hefore 3 7,120,887 5 1100525 5,109,339 1853112
inGome tax expense
IRcame tax expense relating to ordinery activities 4 1,752,841 1,497,498 1,740,198 1,388,538
Frresfit froms ordinery activities after
refated income tax sxpense 5,368,348 3.H12,537 4,369 141 2.464.574
et frofit 5,368,348 3E12,4837 4,369,141 2464574
Mt dss attributatile to outside eqoity interests 33 45 608 66,427 -
Met profit atritutaiie to members of the parent. entity 5,413 854 3,808,064 4,36, 141 %484,5?&
IRcrease in asset revafuation resarve #8{c) 4,84 454 - 4,814,454
Net exchange differance on transiation of financial
reports of sef-sustaining foreign operations 2&{n} (152,959 {1.4300,7046} -
Total revenus, expanses and valuation adjusiments
attrihotatde to mambers of the garent entity and
recogiset divectly in equity 4,650,851 {1.4300,7046} 4,814,454
Totad changes in equity other than those resulting
fromm transactions with exuners iy owners 10,064,455 2,808,258 §,183_,595 2. 464,574
I -
Basit: earnings per share 22 28.7 26
(rents per share)
Criluten earnings per share
(rents per share) 32 28.7 M6

The accompanying notes form part of these financial siatements.



Erenomic Entity

Parent Entity

Mote 2004 203 2004 2003

N, % 3 % 5
Current Assets
Cash assets 1,423 807 2,807,906 761,328 2,081, 8e2
Receivabiles & 4,008 508 14,378,713 4,315,873 4813841
lventorias 7 20,039,806 16,711,293 11,292,481 0,239,261
Cither 3 50,304 535,045 448,043 432,508
Total Current Assets 31,163,223 35,373,957 16,797,503 16,566,702
Morn-Current Assets
Receivables 1 1,595 BOG 494 558 13,542,853 7.365,4589
Other financial assets 11 - - 4,000,230 3,767,589
Property, plant & equipment 12 21,156,480 14,746,753 15,630,812 10,608,348
ltangifile assets 13 10,152 394,833 437,850 256,415
Diaferred tax assors 14 1,328,678 ER AN 833,808 §01,862
Cither 15 3,087 -
Total Non-Current Assets 24, 855177 16,737,542 34,335,151 22,080,603
Total Assety 56,018,400 47,175,495 51,132,654 38,657,300
Current Liabilities
Payatiles 1% 5,724,294 7,890,053 5,753,937 3905518
Interest bearing liabilities 17 1,221,881 1166,27H 1,220,376 1,156,278
Current tax liabifities 14 1,181,528 783,082 1,139,627 HE1.598
Prowisicns 14 1,578,591 18157 1,546,247 1,784,568
Total Current Liabilities 9,707,691 11,607,490 9,660,150 157,862
MNon-Current Liabilities
Payatiles 20 - 3,005,758 3,020,208
ltarest bearing listilities 21 12,655,356 13,394,466 12,218,916 13,273,450
Deferred tax lahilities 2 370,327 457,278 118,428 133672
Prowisicns 23 325,438 328,866 325,439 1144510
Total Non-Current Liabilities 13,351,122 14,181,674 18,727,541 16,541,340
Total Liabilities 23,058,813 25, 783100 2BART TR 23,739,302
Met Assets 32,95%,587 21,328,355 25,144,923 14,498,003
Equity
Contributet sguity 24 18,139,668 13,823,338 18,138,668 13823338
Reserss 25 4,143,685 JECE R 4,934 BBO THO.426
Retained profits i 10,805,878 065, 726 2,810,375 4,239
Parent sntity interest 33,000,035 21,382,254 25,144,923 14,498,003
Crumsitle equity interest, 23 {130,448} {52.856) B
Total Equsity 32,95%,587 21,328,355 25,144,923 14,498,003

The accompanying notes form part of these financial statements.



Eronomic Entity

Parent. Entity

Mot 2004 2003 2004 20033
MNe, § g % ¥
Cash Fiows from Operating Activities
Recaipts from custormers BO,B85, 404 68,567,650 &2.6802,221 5,149,384
Payments to supplisrs and employess (75,268,583 (57.516,032) (54, 1EG, 428 (49,079,282
Interast recedvd 63,158 18,074 57,852 ERGE]
Cithar Income 487,487 570,000 383,813 453,064
Barrowing costs (938 8781 {1, 2003,660) (923, 805} (1. 186,4842)
Incarme tax paid 1,670,229 (749,931} (HLERTTSTY [480,582)
Met cash provided byf{used in}
Opemting activities factty 3,560,238 $647,204 4,309 5868 2871442
Cash Fiows from lnwvesting Activities
Chvidanis received - 7 34,003 T2
Payment for proparty plant & equipment £3,367 8303 (1,137,858 (649,158} {HB4.4749)
Proveeds friom sake of groperty, plant & eguipment 154,248 1,097,397 86,745 1022225
Payment for business {38a) £1,085,9423 - (836,122} -
Proceads from sake of husiness (nat of cash) {38e) - 378,467 - 378487
Provesds from sale of invastment - - 16,040
Papment for investment - (B3 241) H42,012)
Payment for intangitifes - (3] -
Met cash provided byf{used in}
investimient activities 4,239 5243 238,077 (1817 110077
Cash Fiows from Financing Activities
Proveeds from/{repayment of) borrowings (7435763 4,065,508} £1,000,000) (4,000,040
Provesads frism issus of shares 5,141,330 - 3,841,330 -
Short term loans - 4,503 - 5,503
Payment of lease Habifities TED, 250} (135,137} 155,390} {135,137)
Chvidands paig (2,702,589 2,081,554 (26T 005} (2.081.562)
Employes share plan repayments 73,758 84,147 73,758 04,147
Loans {0 controllat entities - £5,080,072) {755,185)
Met cash provided byf{used in}
financing activities (415,857} {B, 151,607} (5,718,279 (BH81,234)
Met increasef{decrease} i cash hetd {1,085, 152} 3,787,668 1,320,588} 2100,285
Cash at heginning of the year 1,807,506 (336,473} 1,081,892 (1.078,383)
Effacts of exchangs rate changes on batance of cash
il i forsign currencies at the beginning of the year (250,649 (1,643,285} -
Cash at the end of the year {38 422,105 1,607,504 (238,674} 108852

The accompanying notes form part of these financial siatements.




Mote T: Statement of Signiicant Accounting Policies

The financial report is a general purpose financial report that has
been prepared in accordance with Accounting Standards, Urgent lssues
Group Consensus Views and other authoritative pronouncements of the
Australian Accounting Standards Board and the Corporations Act 2007
The Enancial report covers the economic entity of Waterco Limited and
comtrotied entities, and Waterco Limited as an individual parent entity.
Waterco Limited is a fisted public company, incorporated and demiciled in
Australia. The financial report has been prepared on an acerual basis and is
based on historical costs and does not take into account changing money
values, of except where stated, current valuations of non-current assets,
Cost is based on the fair value of the consideration given in exchange for
assets. The following is 2 summary of the material accounting policies
adopted by the gconomic entity in the preparation of the financial report.
The accounting policies have been consistently applied unless otherwise
stated,

a. Privicipies of Consolidation

The consclidated accounts comprise the accounts of Waterco bed and all
entities controled by Waterco Ltd, Control exists where Waterco bed has
the capacity to dominate the decision making in refation to the Bnancing
and operating policies of another entity so that the other entity operates
with Wsterco Ltd to achieve the objectives of Waterco Lid. A list of
controtied entities is contained in note 17 to the Bnancial statements.

Al imtercompany balances and transactions between entities in the
economic entity including any unrealised profits or fosses, have been
eliminated on consolidation. Where controlled entities have entered or
left the economic entity during the year, their cperating resufts have been
included from the date controf was obtained or until control ceased.

QOutside interests in the equity and results of the entities that are controlled
are shown as a separate e in the consolidated financial report.

b, Goodwili

Goodwilf and goodwill on consolidation are initislly recorded at the
amount by which the purchase price for a business or for ownership
interest in a controlled entity exceeds the fair value attributed to its
net tangible assels at date of acguisition. Both purchased goodwill and
goodwill on consolidation are amortised on 2 straight line basis over a
period of 20 years, beginning in the year following the year of acquisition.
The balances are reviewed annually and any balance representing future
benefits for which the realisation is considered to be no longer probable
are written off.

¢. Investments

Investments i controlled entities are measured on a cost basis fess
amounts written off for permanent diminutions in the value of the
irvestinerts.

d. Depreciation of Fixed Assets

Depreciation where applicable has been charged in the accounts so as to
wirite off each asset over the estimated useful life of the asset concerned.
Either the diminishing value or prime cost method, as considered
appropriate, is used,

The depreciation rates used for each class of depreciable assels are:

Ciass of Fixed Assets Bleprecistion Rate

Buifdings 15 - 250%
Plant and eqguipment 60 - 33.33%
Leased plant and eguipment 13.0 - 2000%

e. Leases

Assets of the economic entity which are subject to finance lease are
capitalised. The initial amount of the leased asset and corresponding lease
liabifity is the present value of minimum lease payments. leased assets
are depreciated over the life of the assets. Lease Habilities are reduced by
repayments of principal.

The interest components of lease paymernts are charged against profits,
The finance feases are in respect of motor vehicles and telephone systems
used by the economic entity.

Lease payments for operating leases, where substantially all the risks and
benefits remain with the lessor are charged as expenses in the period in
which they are incurred. The feases are property leases that are subject to
different terms and conditions and are all subject to renewal.

Contingent Habilities are guarantees given by the head fessor (Waterco
trd or Swimart Pry Led) for shops subleased by or licensed to Franchisees.
These are based on the rental at the beginning of the lease adjusted for
estimated future inflation movements and movements in market value.

f. frwentories

fventories are measured at the lower of cost and net realisable value.
Cost is determined on a standard cost basis. The cost of manufactured
products includes direct materials, direct 1abowr and an appropriate
portion of variable and fixed overheads. Overheads are applied on the
basis of normal cperating capacity. Net realisable value is determined as
the estimated sefling price less costs to sel.

g. Fanation

Tax effect accounting is applied whereby income tax expense based on profit
from ordinary activities is adjusted for any permanent differences. Timing
differences which arise due to the different accounting periods in which items
of revenue and expense are included in the determination of accounting
profit and taxable income are brought to account as either deferred income
tay Hability of an asset described as future income tax benefit at the rate of
income tax applicable to the period in which the benefit will be received or
the liabifity will become payable. Future income tax benefits are not brought
to account unless the realisation of the asset s assured beyond reasonable
dotbt. The future income tax benefit in relation to tax losses is recognised
where the company is virtually certain of realisation of the benefit,

Waterco Limited and its wholly-owned Australian Subsidiary Companies
are a consclidatable group for the purposes of the tax consolidation
provisions of the fncome Tax Assessment Act 1987 It s probable that
the group will choose to consofidate for tax purposes, however as at
30 lune 2004, no decision has been made as to the effective date of tax
consolidation. In the event that 2 decision s made to consolidate, all or
part of the deferred tax assets and habdities of consolidatable subsidiary
members as st the reporting date will become the deferred assets and
liabitities of Waterco Lid, except for deferred tax assets reflecting certain
carry forward osses which will be fost to the group.

h. Foreign Currencies

Foreign currency transactions are converted to Australian doHars at
exchange rates ruling at the dates of those transactions, Amounts payable
and receivable in foreign currency at balance date are converted to Australian
doflars at exchange rates ruling on that date. Exchange differences arising
from short term amounts payable and receivable are brought to account in
the profit from ordinary activities when the exchange rates change. Foreign
controlled entities financial statements have been transiated at the exchange
rate current at reporting date. The assets and iabifities of the overseas
controlled entities, which are seff sustaiving, are transiated at year-end rates
and operating results are transtated at the rates ruling at the end of each
month. Gains and losses arising on translation are taken directly to the
foretgn currency transiation reserve.

i. Employee Benefits

Provision for employee benefits, which include tong service leave, and
annual keave are computed to cover expected benefits at balance date.
Employee benefits expected to be settled within one year fogether
with benefits arising from wages and salaries, annual leave and sick leave
which will be settled after one year, have been measured at the amounts
expected to be paid when the Hability is seltled plus related oncosts. Other
employee benefits payable fater than one year have been measured at the
present vatue of the estimated future cash outBows to be made for those
benefits. Contributions are made by the economic entity to an employee
superannuation fund and are charged as expenses when incurred. The
economic entity has no legat obligation to cover any shortfall in the funds
obligations to provide benefits to employees on retirement.



j- Deferred Expenditurs

Research and Development costs are charged to profit from ordinary
activities as incurred unbess it s expecied beyond any reasonable doubt
that sufficient future benefits will be derived so as 1o recover these
deferred costs. Other significant ems of expenditure having 3 benefit
of relationship to more than one accounting period are deferred and
amortised over the periods of their expected benefit.

k. Acquisition of Assets

The cost method of accounting has been used for acquisition of alf assets
{including shares). Cost is defined as the fair value of the assets given up at the
date of acquisition plus costs incidental to acquisition. Where goodwilf arises, it
is brought to accolint on the basis described in note 1 (b} to the accounts.

. Property, Plant and Equipment
Each class of property, plant and equipment is carried at cost or fair value
tess, where applicable, any accumudated depreciation.

Property

Freehold fand and buildings are measured on a fair value basis being the
amotnt for which an asset could be exchanged between kKnowledgeable
willing parties in an arms length transaction. It is the policy of the economic
entity to have an independent valuation every three years, with annual
appraisals being made by the directors.

The vatues of the freehold land and building owned by the economic entity
are based on the following independent valuations:

Lawed & Buildings Date of Vatuation Amowt
Rydalrmere, NSW 28 May 2002 100,600
Barkstown, MW 4 dume 2004 4,850,000

The revatuation of freehold fand and buildings has not taken into account of
the potential capital gains tax on assets acquired after the introduction of the
capital gains tax.

Plant and equipment

Plant and equipment are measured on cost basis.

The carrying amount of plant and eguipment is reviewed annually by
directory to ensure it i not in excess of the recoverable amount from these
assels. The recoverable amount is assessed on the basis of the expected
net cash flows which will be received from the assets employment and
subsequent disposal. The expected net cash flows have not been discounted
to their present values in determining recoverable amounts.

The cost of fixed assets constructed within the economic entity includes
the cost of materials, direct labour, and an appropriate propertion of fixed
and variable overheads.

Depreciation

The depreciable amount of all fixed assets including building and capitalised
teased assets, but excluding freehold land i depreciated over their useful
lives comimencing from the time the asset is ready for use. Leasehold
improvements are depreciated over the shorter of either the unexpired
period of the lease of the estimated useful lives of the improvements,

The gain or loss on disposal of all fixed assets is determined as the
difference between the carrying amount of the asset at the time of disposal
and the proceeds of disposal, and i included in operating profit before
income tax of the economic entity in the year of disposal

. Reverue
Revenue from the sale of goods is recognised upon the delivery of goods
o Customers.

fnterest revenue is recogrised on a proportional basis taking into account
the interest rates applicable to the financial assets,

Dividend revenue is recognised when the right to receive a dividend has
been established. Rental revenue is recognised when the right to receive
the rent has been established,

Revenue from the rendering of a service is recogrised upon the defivery
of the service to the customers, All revenue is stated net of the amount
of goods and services tax (G5}

n. Geeds and Services Tax {GST}

Revenues, expenses and assels are recognised net of the amount of GST,
except where the amount of GST incurred is not recoverable from the
Australian Taxation Office. In these circumstances the GST is recognised
as part of the cost of acquisition of the asset or as part of an item of the
expense. Receivables and payables in the statement of financial position are
shown inclusive of GST.

. Comparative Figures

Where required by Accounting Standards, comparative Fgures have
been adjusted to conform with changes in presemtation for the current
financial year.

p. Sdoption of Australian Equivalents to International Financiat
Reporting Standards

Australia is currently preparing for the introduction of International
financial Reporting Standards{IF RS} effective for Rnancial years commencing
T lanuary 2005, This requires the production of accounting data for future
comparative purposes at the beginning of the next financial year,

The economic entity’s management, along with its auditors, are assessing
the significance of these changes and preparing for their implementation,
An HRS Committee has been established to oversee and manage ihe
econoinic entity's transition to IFRS, We will seek to keep stakeholders
informed as to any material #mpact of these standards as they are
Analised.

The directors are of the opinion that the key differences in the economic
entity’s accounting policies which will arise from the adoption of IFRS are:

imypairmment of Assets

The economic entity currently determines the recoversble amount
of an assel on the basis of undiscounted net cash Hows that will be
received from the assets use and subsequent disposal. In terms of
AASE 136 Impairment of Assets, the recoverable amount of an asset
will be determined as the higher of the fair value fess costs to sell and
value in use. ks likely that this change in accounting policy will lead
to impairments being recognised more often than under the existing

podicy.

Goodwill on Consolidation

Under the proposed changes to IASZ2: Business Combinations, goodwil]
is to be capitalised to the statement of Brancial position and subjected to
an annual impairment test. Amortisation of goodwill is to be prohibited.
Current accounting policy of the entity is to amortise goodwill on a
straight line Basis over the period of 20 years.

Income Tax

Currently, the economic entity adopts the Hability method of tax-offect
accounting whereby the income tax expense is based on the accounting
profit adjusted for any permanent differences. Timing differences are
currently brought to account as either a prowision for deferred income
tax or future income tax benefit. Under the Australian equivalent to
IAS 12, the economic entity will be required to adopt a balance sheet
approach under which temporary differences are identified for each
asset and Hability rather than the effects of the timing and permanent
differences between taxable income and accounting profit,



Eronomic Entity

Parent £ntity

2004 03 2004 2033
& $ % b
Note 2: Revenue
Operating activities
+ sales of goods 3,788,728 B9,667,362 BE.6TT.024 27.841.77%
« gdividends receivad - 72 39,003 72
iRtarest recaived 63,156 18,241 57,952 154600
. 165,082 154,596 165,082 154,956
.« bad debts recoverad 5027 85,791 2,277 76433
« oither 317,348 208,461 218,444 181,435
4,519,349 TO.264,523 51,187,782 a8.420.511
Non-operating activities
« procesds on disposal of property, plant and eouEpmerst 154,248 1,270,358 86,745 1,206,027
154,248 1,210,358 58,745 1,206,027
Total Revenue T4,473,597 71,475,261 51,224,537 a8.4626,534
{a) Dividends received ar recaivable from
« parthy-owned subsidiaries - 349,003
= Gther persons - 12 - 72
Total divicend revenus - 72 349,003 rrd
(b Intarest received or receivable from
= pther persons 63,958 18,241 57,952 15,4050
Tootal iRterast revenus 63,958 18,241 57,952 15,4050




Etcnomic Entity Parent Entity

2004 2003 2004 2003
& b % 3
MNote 3: Profit from Ordinary Activities
Profit from ardinary activities has been determined after:
{a} Expernses:
Cost of Salas 40,205,158 35,423,584 32,808,561 35,766,363
Borrowing costs:
athar persons 49018,329 1,174,937 893,258 11601514
finanee charges on fnance ieases 33,547 25,724 30,547 25,724
938,876 1, 2005661 923,805 1,186,643
Depreciation of non corrent assets:
* huiidings 115,778 124,248 115,778 120,248
* plant & equipment 875,686 BEG.976 552,122 568,333
capitalisad feasad assets 122,288 94,506 122,284 94,506
1,113,750 1074735 F90, 188 83,087
Amortission of Ron current asses:
* lessehold land 10,805 143,805 10,905 10,505
* goodwill on acouisition 23,0433 26,871 21,078 24,918
* goodwilb on consolidation 23,216 23276 -
* formation costs 1,865 10274678 - -
58,819 163,753 31,983 35,821
Bad and doubiful detsts
* trade debtors 32,060 1,047 21,873 B, 374
Rental expense on operating leases 1,895 550 1,352173 1,083,800 667,752
Research & development 596,130 178,08( 228,249 64,335
Met Loss on disposal of non-current assets
*preperty plant anit equipment 55 919 41,831 4,978 30,250
Auditors' Remamersticon
Remuneration of the auditor of the parent entity for:
audit or reviewing the financal report 142,492 TB,.352 97, 782 67,452
* ather services - - -
Remuonaration of othar auditors of subsidiarias for:
auditing or reviewing the financial repart of subsidiaries 84,8614 55,4497 -
ather services 379 - -
Mo cther benefits were recaived by soditors
{b} Revenue and Met Gains
Met. gain on dispasat of
* o preperty plant anit equipment 44,940 S20.850 10,022 517,541
inestmeants - - - 14,264
intargibies - 6, 304 - B,394
Foreign currency translation gains/{losses) 219,434 (1012621 219,434 (1,012,621}
284,374 {H35,372) 229,458 (394,022}




Econormic £ntity

Parent £ntity

2004 20033 20T 2003
% ¥ ¥ 5
MNote 4! income Tax Expense
(a) The prima facie tax on profit from ordinary
ackivities hefore income tix is reconciled to
the incame tax as foliows:

Frafit from ordinary activities bafore incoma ta 1,120,887 4,370.035 &, Hi%, 330 3853772
Frrirma facie ta payatde on profit from ordinary
activities before ncome tax &t 30% (2043 309 2,136,287 1,543.0%0 HERE EDZ 1,155,544
Tax offact of parmanent diffarences
« Depreciation of buddings 9648 10,8984 9,616 145,984
. Entartainment. 3,12% 5141 085 B4
« Amertisation - Goodwill 13,875 15026 6,32% 7478
« Amewtisation - Leasshold Land 3,272 3272 A272 1272
+« Special huding write off £1,888) (1.888) {1,888} (1,888)
« Reinvestment allcwance {268,730 {151,955) -
« Effects of lewer rates i overseas countirigs §112,48%) {46.5970) - -
« Unreafised foreign exchange (gains) losses {65,830) 317475 {65,830} 03,786
+ Foreign controlled entities not tax effected 128,132 {1452,656) - -
+ Expensas not allowstile 12,897 17,255 1,661 1,285
« {ProfithiLoss on sale of huilding - {70.004) - {73,004
« {Profitifloss on sale of investments - 4,202 - {78}
-« {ProfitifLoss on sale of goodwilt - (1.1a81) - {1,157
* Rebateshle dividends 9,874 -
+ (ther {11,628) {17.944) {8,658} {11
« {Ower)fundar prevision for tax in prior year £H8,723) {46,263) {40,158} {21,974
Income tax expense attributablie to proft
from ardinary activities bafore income s 1,152,541 1,497 458 40,198 1,388,538




Mote §: Remuneration of Directors & Executives

{2} Mames and positions held of parent entity directors
ang specified executives in office at any tme during the
firancisd year ara:

Farerr, ity Directors

Mr § 5 Gok Chairman & Managing Director
Mr B Leitch Dhrecter - Executive

Mr G Norman Dirsctor - Non-Executive
Mr & Uoyd  Drirector - Non-Executive

Mr B Hunt  Girector - Non-Executive

Specifing Executives

Mr & T Lim Financial Contridler

Mrs B H Leo Company Secretary

Mr G Doumit Chisf Accountant/Company Secretary
Mr P Orommemt General Manager - Cherical Division
Mr I Lonton Mational Franchise Manager

b)) Parent Entity Directors Remuneration

Base Salary™ Directar's | Superannuation Ircentives ™ * Mean Cash Optians TOTAL

Feas™ Contributicons Benefits™ ™
My 55 GGoh 218,525 B0 17,862 0,364 16,948 46T 3214875
Mg B Leitch 17,224 - T2 6,198 27,4248 - 2158461
Mo G Norman . IE000 1240 - - 467 .07
M S Llcayd - 36000 3240 - - 467 07
M B Hurt - 36000 3240 - - 467 07
Base Salary™ Directar's | Superannuation Ircentives ™ * Man Cash Optians TOTAL

Feas™ Contributicns Benefits™*
Me S5 Goh 200 681 G004 17742 160 - 4,670 B2 2%
My B Leitch 139657 - T2 445 TE13 36,383 - TEA09G
Mz {3 Nesrman - 300040 2.300 - - 467 3367
M S Llcayd - 36000 2,709 - - 467 33767
M B Hurt - 36000 2,700 - - 467 33767

© Base salary inclodes any ssiary sacrifice amount.

“* Directors fees of 60,000 paid to Mr 5 5 Goh ty  subsidiary (Waterco (Far East] Sn Bha]. Al other directors fees paid by the parent entity.
“Ut Incentives are made un of amaloyee share glan benefits

S Man cash banefits are made up of company vehicle benefits, [He irsurance aremiums and salary coNmNLATCE Areminms.

There were 27 pay periods during the year (2003: 26}



Note 5 Remuneration of Directors & Executives {continued}

e Specified Executives Remuneration

Base Salary” Superannilatiosn [rreemives "™ Marr Cash TOGTAL

Contributions Benefits™"
WMr §T Lim 124026 11,0126 2,544 0,275 1504872
#r P Drurmmmend 107,768 9,154 6471 23214 141013
Wrs B H Leo 123650 110028 a.069 - 139,747
Wr 5 Dloumit. 105,529 9345 4,569 14,5649 134,013
Mr M Lonton 110,740 2807 2471 - 128,568
Base Salary” Superannilatiosn [rreemives "™ Marr Cash TOGTAL

Contributions Benefits™"
Mr 5T Lim 115,545 16,260 3778 T2z 142,742
Wrs 8 H Leo 1614911 2006 3308 16,857 131080
Wr G Dioumit TR 4607 2478 149,101 128718
Wr P Drummand 95 000 4,550 1306 TE.464 125,325
Mr M Lonton S24670 7,880 2,305 THE36 113,842

" Base salary includes any salary sscrifice amount

** Ancentives are made up of employee share plan benafits

TF MNon cash henefits are made up of company vehicle banefits, life insurance premiums and satary continuance premiums,

There were 27 nay periods during the year (2003 26)

The above figures for 2004 do not include any discretionary bonases payale from the maximum tonus pocd of $200,000 that. has
Bean set asice {and which wilf be paid in 2004/5) for ssecutives.

d} Shares fssued on Exercise of Reraunerstion Options

Options granted &s remunaration

Dring the year, the following shares wers ssued on axercise of the final tranche of opfions granted as remoneration undear

the Watereo Chrectors Option PMan in 7998,

Mr S5 Goh
Mr B Laitch

Mr (5 Morman

Wr 5 Loyd

Mr B Hut.

Mo of Crilinary
Shares |ssued

100,600

Adrrount, Paied Amount Unpaid
Pes Share Per Share

¥
274 -




Mote & Hermuneration of Directors & Executives {continued}

e} Options and Rights Holdings

Numbar of Options heid by Specitisd Directors antd Executives

Parent Entity Directors Batance Giranted ag Options Balance
T.0.03 | Rermungration Expreised HEO4
My &5 GG 1006300 - THG006 -
M B Leitch - - - -
Mo GG Norman 000 - 168,008 -
Me & Lhoyd 0000 - 16,000 -
Mz B tHhunt 10,460 - 16000 -
Mo options are held by specified executives
Diataifs of thase options are containad in note 37
f} Sharehoidings
Numbar of Shares heid by Parent. Entity Directors and Specified Executives
Parent £nity Directors Balance Recoived as Optiang Mat Change Balance
1703 | Remunesation Exercised Oiher .6.04
My &% Goh 94972345 - 06,000 s34 0,586,477
M B Leitch 241616 30,000 - F3.000 4670
Mo G Norman 75,000 - .00 - 85,000
Me & Lhoyd 000 - .00 - 6,600
My B Hurt B6, 800 - TH,000 (3,000 126,500
“A00,000 of these shares were issued under the Waterco CED Share Plan
Spacified Executives Balance Recoived as Optiong Mat Change Balance
1703 | Roemunesation Exercised Oiher 604
My 57 Lim S, 770 21,227 - - 117,497
Mys B H Len 43,847 19,226 - - 107 085
Me G Doumit FANT 19,408 - - A5.516
M § Dyummond 1743 12,6357 - - 28068
My 3 Lonton 15000 2,006 - - 24,060

ol Remunerstion Practices

In censtrocting, reviewing ang determining the remunaration palicy for
Executive Directors and the senior executive team, the Remuneration
Committes has considersd & number of factors ncluging

the importance of attracting, retaining and motivating mansgement of the

approprigte calibre to further the soceess of the business;

ltrking pay ter performance by rewarding effective individoal achievement as

wiedl a5 fsiness performance; ang

the mix within the packege which is designatf to align personal reward with

enhanred sharehodder value over both the short and long-tarm,

The Executive Directors” and the senion axecutive team's package consists of

four COMPOTants:

Salary

Short-tarm incentives
Long-term incentives
Bensfits

Remunaration of the companys Non-Execotive Dirsctors s determingd ty
the Waterco Boart itsedf, upon recaipt of advice from extarnal consultants,




Eeonomie Entity

Parent Entity

2004 03 2004 20033
& $ % ¥
CURRENT ASSETS
Mote & Receivables
Trade debtors 7,910,634 9,350,363 4,548,384 5,068,191
Less: provision for deuttful detits 258,159 264,819 200,000 250,000
7,852,475 H.000,744 4,318,384 4. 818,151
Crthar debitors 1,357,081 1413569 711} (5310
9,000,508 10,119,713 4,315,871 4813041
Mote 7: wentories
Raw materials and stores at cost 4,485 §38 4,303,576 514,142 hd2 186
Work in progress #1 cost 221,497 152,348 84,807 21,735
Finisher goods at cost 14,978,001 11,843,741 10,568,712 8055340
GGaods iR transit at cost 345 370 341,710 -
20,035,808 16,711,203 14,272,481 9,238,261
Mote B: Other Current Assets
Frepayments 580,304 0677 448,043 3B T40
Waterco Share Plan - 124,368 - 124,366
580,304 435,045 448,043 432,508
MNON CURRENMNT ASSETS
Mote 3 Receivables
Ernployes Share Plans 1,595,800 494,558 1,595,800 A44, 558
Adneurt awing try controfied entities - - 14,937,053 687141
1,595,800 454,558 13,532 853 7365580
(a) Foreign currency Receivabies
Mo current. assets not effectively hedged to
A date at least 12 months after balance date
Maiaysian ringqit - 5,686,687 270374
Uirdted States dodlars - 338,525 1.481,740
Mew Zealand dollars - 149,304 B3G,. 749
Heng Kong dollars - - iRt
British pounds - 3,251,041% 1,458,947
Chinasa renminbi - 143,685 226,820
- - 10,942,222 6.071,524




Eronomic Entity Farent £ntity

2004 20003 2004 2003
% $ ¥ g
flote 10 Other Financial Assets
(2} Shares in controlfed entities at cost - - 4,000,230 3,967,989
4,000,230 33675989
fote 11: Controlied Entities
Country of % owerad
iRcarporation
2004 2003
farent Entity:
Watarce Limited Australia -
Controfied Entities of Watereo Limited:
Sweimart Pry Ltd Australia 114] 108
Waterce Sales & Manufacturing Pry £1d Austratia HIS 108
Zane Solar Systems Australis Pry Ltd Australis HIS 108
Adquagaim Australia Pry Lid Australia HIS 108
Watershoppe Pry Ltd Avstratia 314 104
Waterce LSA e LiSA Tk 108
Watarce (M} Sin Bhd Malwysia O 1043
Waterce Far East) Sdn Bhd Malaysia {53 1043
Watarshoppa (W) Sen Bha Malaysia O 1043
Lacren Filters {Far Easth Sdn Bhd Watlaysia O 1043
Watarce {HK) L™ " Hong Kang 1] 108
Watarce (MZY Led Mew Zeglanit {53 1043
Swimart (NZ) Lid Mew Zedganid O 1043
Watershoppa (NZ) Lid Mew Zeaanit O 1043
Watereo {Guangehou) Lt China HIE 108
Lacren {LIK] Lit United Kingdom O 1043
Wateree ) Lig” China O
Waterce (Europe) Lig™” Unitee! Kingdom 45,94 504
Gifostral Laisure froducts Son 8 Watlinysia 51 51

* On 2 February 2004, Waterco {C} Limited allotted 468,750 RMBB.2747 {$A1.31) shares to Waterco Limited,
** On 4 February 2004, Waterco {Europe) Ltd allotted 90,000 GBP1.00 {3A2.409) shares to Waterco Limited under a Rights fssue.
“** Waterco {HK) Ltd ceased trading as of 31 December 2003

Waterco USA Inc carries on business in the United States.Waterco (Far Fast) Sdn Bhd, Waterco (M} Sdn Bhd, Global Leisure Products Sdn Bhd,
Watershoppe (M} Sdn Bhd and Lacron Filters {Far East) Sdn Bhd carry on business in Malaysia. Waterco {HK) Led carries on business in Hong Kong,
Waterco {MZ} Ltd, Swimart {N7} Lid and Watershoppe (N7} Lid carry on business in New Zesland. Waterco (Europe} Ltd and Lacron (UK} Ltd carry
on business in the United Kingdorm, Waterco {Guangzhou) Lid and Waterco {C) Ltd carry on business in China,



Erenomic Entity

Parent Entity

2004 2003 2004 303
¥ ) & k3
Mote 12: Properiy Plant & Eguipment
Frashedd fand at
“ Directers waloation 2004 5,955 536 - 5,955 5368
* Cost 594,472 3631502 - 37633152
6,550,008 3763152 5,855,538 3,763,952
Fresehoid buildings at
“ Directers valoation 2004 6,494, 484 - 5,494 464
v {ost 435,914 4627477 - 4,627,477
Less: accumudation depreciation TR Q26 B, 444 - B55, 464
6 804 452 3,972,013 §,484 464 2872003
Leasahold land at cost 288,318 #6H,37H 288,518 268,318
Less: actamiation amortisation 4,040 10313% 114,048 103,135
a4, 278 165,183 154,278 65,381
Flant. & equipimant at cost 8,472,511 14,372,274 6,371,841 hE13512
Less: accumudated  depreciation 9,379,918 BOZ2.75G 4630880 3602773
1,042,653 5,345,544 2,341,245 2211138
Leased nlant & equipment at cost TET,880 612,523 727,690 E12,523
Less: accumudated depracistion 42,601 115,662 142,801 116,662
SE5,DED 454,847 585,089 406,867
Tortad written dewen vatus 21,136,480 14,744,753 15,530,892 10,608,348
{a) Movermnents in Carrying Amounts
Freeholt Buifdings Leasehokd Plant & Leased Plant Tostad
Lant Lard Equipmant & Equipmant
Economic Entity:
Balance at beginning of year 335 3872013 145,183 £,349,544 A5, BET 14,746,753
Adfitions 54472 452,043 2,594,008 250,857 3.0591.568
Adifitions thraugh acouisitions of a business Th,487 - T5ART
Renafuation incremernts 2,192,384 2,622,07) - - - 4834454
Drispasals - - (155,688) (40,4433 {206.131)
Dapraciation expense (241,674 {14,905 (1,814,788} (122,286) (2,1685,651)
Carrying aeount at end of year B.550,008 1,604,452 104,278 7,042,653 585,085 21, 136480
Parent Entity:
Balance at beginning of year 3382 3872013 145,183 2,211,135 AL e 04085348
Adfitions 146,158 673,442 250,957 940,558
Adifitions thraugh anquisitions of a business - 75,487 - 15487
Revafuatinn increments 2,192,384 2622070 - - - 48314454
Drispasals - ({HE,701) (40,4433 {107.144)
Dapraciation expense {115,778} {10,535 (Ra2,122% (122,286) {BO1,5971)
Carrying arnount. at end of year 1.955,536 1,494,464 104,278 2,247,244 585,085 15,530,432




Etenomic Entity

Parent. Entity

2004 2003 2004 203
¥ ) 3 3
fote 13: intangibles
Goodwili {nate 15) 90,365 46017497 624,107 421,554
Lesss: aceumuiatad amortisation 198,287 175,334 186837 160,559
THE508 285,463 437,470 256,335
Prefiminary sxpensas 2,241 2,241 380 380
Goodwili on consolidation 464,214 464,314 - -
Lesss: aceumuiatad amortisaion 579,407 56,185 - -
B4,972 108124 - -
TEO,TEE 395,833 437,850 256,415
fote 14: Deferred Tax Assets
Future income tax benefits 1,389,878 1,100,298 833,606 B91.B62
The future ncoms tax benefits i made
up e the fedlaweing estimnated tax benafits:
- Lax losses 438,555 135,912 bR T2
- timing differances 891,122 964,484 55 5490 E14,800
1,329,678 1,100,398 833,608 B591,862
fote 15: Other
Defarret expenditure carried forwart 3,067 - -
CURRENT LIABHLITIES
Mote 14: Payables
Trade creditons 4,119,283 5,347,586 4,889,232 2,868,119
Sundry creditors and acerusd expensas 1,554,011 1,552,407 854,705 1,327,199
5,784,204 7.0594.593 5,753,937 35495918
fote 17: interest Bearing Liabilities
Bank loans - secusad 1,000,000 1,000,000 1,060,000 1,600,300
Bank overtdraft — securead 502 - - -
Lease fiability 220,378 156278 220,379 156,278
1,281,881 1155278 1,220,379 1,356,278

Bank facilities of the parent entity and subsidiaries
are secured by 4 first ranking and registerad fixed aud
floating debenture charge over e assets of the parent

antity, and registeratt mortgages over freehold

land and buildings and guarantees anid indemnities

from subsidigries. That part of the facilities that

Auctuate on an annual basis, are classified as current,




Ecanornic Entity Fatrant, Entity

2004 2003 2004 2003
% ¥ ¥ 5
Note 18 : Current Yax Liabilities
Ingcxme Tax 1,181,525 73,082 1,139,627 B61,598
Mote 19 Provisions
Ernployes bensfits 23{2) 1,679,981 1,762,137 1,546,247 1,184,568
Mon-Current Liabilities
MNote 20: Payables
Amaunts payatile o controded antities - - 3,008,158 3,020,208
- . 3,008,758 3,020,208
Foreign Currency Payabics
Mon current fistilities not effectively hedged
to g date #t feast 12 months after halance date
- Malysian ringgit - - - 2,354
- . - 2,354
MNote 21: Interest Bearing Liabilities
Bank loans - secured 12,375,430 13122016 12,000,000 13,000,000
Lease sabifity 279,916 273,450 279,918 273,450
12,855,356 13,345,466 12,279,916 13,273,450
Mote 22: Deferred Tax Liabilities
Provision for deferred inceome tax 370,327 457,278 16, 428 133,672
370,327 457,278 6,428 135672
Mote 23: Provisions
Ernployes bensfits 23{a) 325,439 328,866 325,438 114,010
) Aggregate ermployes entitlemeant fatiiicy 1,905,430 2,085,003 1ETTBES 1,298,578
by Number of employees at year et 479 T4 TEE b4
MNote 24: Contributed Equity
18,834,450 ordinary shares fully paid at
beginning of the year (2003 18,4049,650) 13,823,338 13,785,838 13,823,338 13,785,638
(0 24 September 2003 1,350,008 ordinary
shaves were issoed at 32,20 each to a group
of institotienal and professiona investors 2,970,000 - 2,970,000
Less sxpenses of share #sue 93,100 - 9%,
(0§ December 2083 500,000 ordinary
shares were issoed at $2.35 to Mr 5 8 Goh
undar the Waterco £EO Share Flan 1,175,000 - t, 175,000
3n 20 February 2004 760,000 ordinary shares
wers issungd at 27403 sach o Me 3 5 Goh
urdar the Wateron Directors QOption Plan 270,430 - 270,430
0 T8 Sanuary 2003 25,000 ordirary shares were issued at
5150 gach undar the Wterco Employee Share Flan - 37,500 - 37,500
20,884,650 ordinary shares fully paid at
the entl of the year (2003 18,534,650} 18,139,668 13,823,338 18,139,668 13,823,338




Etenomit Entity

Parent. Entity

MNoste 2004 20033 2004 2003
N, % ¥ ¥ ¥
flote 25: Reserves
{2y Capital profits 210,562 210,562 183,428 1426
The capital profiss reserve refates 10 non
tamatle prexfits on sale of property,
() Eoreign currency translari
The foreign currency translation reserve
records exchangs differences on translation
oof foreign controlled subsidiarias
Batance at beginning of year £717,574) 283332 -
Net exchangs differences on transkition
of foreign controflet entities £16%,953) (1,0030,706) -
Batarice at end of year E881,327} {717.374) -
(£} Asset revalustion reserva
Balancs at the beginning of the year - -
et revaluation incrament/{decrement)
o ravalaation ef land and huiidings 4,814,454 4,814,454
Batarice at end of year 4,814,454 4,814,454
4,143 888 {506,812) 4,994,880 185,426
The #sset revatuation reserve records
the revaluation of non current assets.
Mote 26: Retained Profits
Opening retainad profits 8,065,728 6,248,327 494,238 1227
Met profit attriiutable to the menhers
oof the parent entity 5,412,954 2HGE 964 4,569,141 2,464,574
Diivitdends paitt kx| 2,873,003 2,081,562 2,873,005 2,087,562
Closing retained profits 10,808,678 8,065,720 2,810,375 914,238
fote 27: Lease Commitiments
Finanee leases
Lease expenditure contracted and provided for:
- ot (ater than ane yaar 245 %685 1804957 244,965 183,957
- dater than one yesr but not later than five years 2099 834 202,517 2599 5834 2 RTT
Total minimur ledse commitments 549,799 473474 544,759 473,474
Futore finsnce charges 49 504 43746 44 504 43,746
Lease fiability 500,205 428,728 500,295 428728
Currant portion 17 220,379 186,278 220,57 156,278
Meg-cLurrent, portion 2 274,916 273450 279,918 FF3ALG
500,205 428,728 500,295 428728




Ecanormic £ntity

Param £ntity

2004

2003
k3

2004

2003
§

BMote 27: Lease Conmwnitments {continued)
Fingnes eases are taien out on motor sahiclss ang
tedaphone systems, with an oation to purchass the

asset at the end of the lease term.

Operating laase payatile;
- ot datar than one year

- later than ore year hut not (ater than fve years

Operating leases e taken out on the rental of offices,

wirehouses, motor vehicles and office equiprent.

fote 28: Contingent Liabilities

Estimate of the maximum smount of contingent
liatailities that may Become payabie:

(s} Guarantees of leases of pramisss subleasad or

lieensetd to franchisees

Mote 28: Related Parties

Transactions betwsen related partiss are on normal
cammercial terms and conditions unless othernwise
stited, Rejgted parties of Waterco Limited fall into

tha fellowing citegories;
(8] Transactions with directer refated partios

il Payments mace to Goh Laf Hust and
Sons Sdn Bhd for rental of warehousa
and ooffices by Waterco {Far East) Sdn
Bl My 5 S Goh, & thrector, has
significant nfluence owver Goh Lal Huat
& Sors Son Bhd.

(it Safos mada to Asiapools (M) Scn Bhd.

Mr & 8 Goh, & shareholifer, has significant

influence owar Asigpoods (W) Sdn Bhd,

(iii

Comumission paid to Asiapools (M) Sdn Bhd,
Wi 8 5 Goh, s shaveholder has significant.

influsce o Asispoods (M) Sdn Bhd,

i) Payments mate to Mint Holdings Py Lit
far rental of warehouses and effices.
K 5 85 Goh is 2 divector and shareholder
of Mint Hodledings Py Lid.

311,55
2,895,040

54,505
1477352

847,765
2,515,508

554,680
1,567,544

4,206,583

2331857

3,513,210

2182,224

5,709,421

6,027,054

2,576,258

2608029

5,109,421

6027004

2,578,258

2608021

197,586

243,880

33,580

354,257

230,088

283,804

26,427

25517

54,257

304,517



Econormic Entity

Parent. Entity

2004 2003 2004 2003
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Mote 2% Related Parties {continued)
{w)  Payrments made to 11 Easy Pry Ltd for consulting
and project management i refation to Watereo
Lted's 4T System. Mr $ G Lioyd is a directar and
sharehalfer of IT tasy Fry Lud. 31,868 17,578 31,866 17,518
{wil  Share transactions with Directors:
Directors and directorrelated entities hold diractiy,
indirectly ar beneficiaily as af reporting data the
feallerwing equity interests in Waterra Lte:
Ordfinary shares 11,231,187 143.431,755 TEERY 8T 10,431,755
Directors and thair related entities acquired 806,032 ordinary
shares and sold mil ordinary shares in Waterco Ltd during the
period,
(B Leans to Chrectors
Losns provided to difectars in relation to acnguisition
of shares windar:
it Wisterco Employee Share Plan,
This is an @reerest free foan and is payatie within
ten years of the share issus dite.
iy CECY Share Plan
This is an intarest chargeatie (oan and s payable
within five years of the share issie date,
Advanoed
Mr 5 S Goh 1,175,000 1,175,000 -
Mr £ 1 Leitch 32,750 36,000 32,150 345,004
1,207,750 JB000 207,150 345,008
Reqaicd
Mr & 8 Goh - 4,250 - 5,2 5(}
Mr £ 1 Leitch 3,250 4,000 3,250 5,004
3,250 14,250 3,250 10,254




flote 3 Statement of Operations by Segments
{a} Industry Segments
The economic entity operates predominantly in one industry, being the manufacture and wholesale of swimming pool chemicals, accessories and equipment,
manufacture and sale of solar poot heating systems and as a franchisor of swimming poot outlets retailing swimming poot accessortes and eguipment.,

{b) Geographical Segments

ALISTRALIA LEASIA NEW ZEALAND LIK OTHER | ELIMINATION LCONOMIC ENTITY
2004 2004 2004 2004 2004 2604 2004
% % % 3 % % %
REVEMLE
SALES T CLSTOMERS
OUTHDE THE ECONGMIT ENTITY G4.485 817 5381821 5088178 1,984,505 4,862,364 TTEATG
INTERSEGMENT SALLS 2,201,207 0,470,591 14,756 07680 1646,1T1 [14.464,353) -
LUNMALLOCATED REVENUE 48T
TOTAL REVEMNLE SRE77.029 15852512 5. T03H7E 4.047,195 6502475 [T4.464,358) 4473597
SEGMENT RESULT f,393,527 TEE4002 6537 {499,475} 469,208 (54.467) 7825758
UNMALLOCATED EXPENSES NET
OF UNALLOCATED REVENEE {I04.671)
PROFIT FROM GROINARY ACTIVITIES
SEFORE INCOME TAX T.I26.887
INCORME TAX £XPEMSE {1.732.541)
PROFIT FROM ORODINARY ACTIITIES AFTER
INCOME TAX 5,368,145
SEGMENT ASSETS 52858200 15,550,147 2,271,450 1,592,136 ATIBATE [T8,172.4948) SH018,400
SEGMENT LIABILITES 25,344,720 8284126 1,778,030 1,744 687 13184821 (15,603,565} 23058812
DEPRECIATION & AMORTISATION 824,124 157,042 BTS 71428 37,590 23,215 1,172,569
ACCQUISITION OF NON CURRENT
SEGMENT ASSETS 1016045 1658654 RitER 11 ananvd HUE.ATS - 3.867.055
ALISTRALIA LEASIA NEW ZEALAND LIK OTHER LLMINATION LCONOMIC ENTITY
2003 2003 2003 2003 2003 2603 2003
% % % 3 [ % %
REVEMLE
SALES T CLSTOMERS
OUTHDE THE ECONOMIC ENTITY 454183051 3388781 3,480,290 1.24% 565 6485273 BY 567,362
INTERSEGMENT SALLES 34055,5601 17,804,853 21,550 3BEE0S 1297813 [T, A80,454) -
LIMALLOCATED REVENUIE 1HOTHTS
TOTAL REVEMNLE auTIaaTZ 152654034 35114840 1635170 THE7,190 (T8 580,454 71,475,280
SEGMENT RESULT 5,380,075 1,245,705 TE2,791 {34626} THE.ATE {195.873) EAREREL
UNMALLOCATED EXPENSES NET
OF UNALLOCATED REVENEE {1.807.819)
PROFIT FROM GROINARY ACTIVITIES
SEFORE INCOME TAX 5,318,035
INCORME TAX £XPEMSE {1.4%7.1548)
PROFIT FROM ORODINARY ACTIITIES AFTER
INCOME TAX 3812537
SEGMENT ASSETS 41,308,844 1180482 162038 1,270,199 2435813 [T41,704,226) 47,711,494
SEGMENT LIABILITES 24,406,090 5,156,334 1.118.312 1,163,698 1,086,955 {7.590,284) 25,783,100
DEFRECIATION & AMORTISATION Bi1,764 191,583 30,946 2474 9,360 23,216 1238483
ACCQUISITION OF NON CURRENT
SEGMENT ASSETS 411,276 61,784 485 452,447 34041 - 2083411

{r) The pricing of intersegment transactions is at rates comparative with amounts charged to parties outside the economic entity after taking into
account the value and terms of these transactions.




Eeonomic Entity

Parent £ntity

2004 2003 2004 03
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fNote 31: Dividends Paid or Proposed
Final fully franked ordinary dividend frarked at the tax
rate of 30% paid 1,419,928 945,483 1,418,926 345,483
Interirn fully franked ordinary dividend franked at the
tax rate of 3% naid 1,253,079 1,136,074 1,263,079 1,136,074
2,673,005 2,081,542 2,673,005 261,562

Proposed final fully franksd ordinary dividend franked
at the tax rate of 30% 1,879,818 1,225,426 1,878,619 1,325,426
Balance of franking account at year end sifjusted for
franking credits arising from payrnent of income tax
payabie, payment of proposad dividends and frandking
credits not available for distribution. 2.818,41% 2,00%,384 TG, TRE BB, 758
Note 32: Earnings Per Share
Reconcilistion of Earnings e MNet Profit
Met Profit 5,368,346 3,812,537
Met Loss attributahle to outside aquity interest 45 608 Be 427
Earnings used in the caleutation of basic EFS 5,413,554 3,898,944
£arnings used i the calcolation of diksed EPS 5,493,554 3,898,964
(&) Weighted avarage nurmber of ordinary shares

autstanding during the year used in caloultion

of basic EFS 20,298,638 18,521,362
(b} Weighted average nuomber of ordinary shares

autstanding during the year used iR caloultion

of giluied EPS 20,298,638 18,521,362




Eeonomic Entity

Parent Entity

2004 20033 2004 2003
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Note 33 Quiside Equity interests
i Controlled Entities
Chussice equity intersst comprises:
Share Capital 15,657 154657 - -
Accumulated Profits/[Losses) {148,105} (B9,513) - -
{130,448} [53,H56) - -
() Chusside equity interests in share
caglital of controfied entities:
lssued! crifinary shares of 55 cents {(RM 1.00) sach
fufty paitt i Globat Letsure Progucts Sdn Bh 4 879 4474 -
Issued ordingry shares of $2.65 (GBP1.OD) sach
fuldy paitt in Waterco (Europe) Lit 10,778 0778
15,657 15457 -
(h)  Accurmulated Frofits/{Losses)
Opening bajance 65,513} 165,414 -
Share of profit from ordinary activities sfter incormes tax {45 508} (BE.427) -
Chivicdant yiaied £30,984) -
{146,108} (B9.513) -
MNote 34: Capital Expenditure
Cormmitrnents
Capital expanditure comumitments contracted for
Furchase of poed shops - 417,576 -
Fayable not later than ong year - 417,576 -
Irwantary - 232710 -
Fiant, equipment & intangihles - 385466 -
- 417,576 -

MNote 35: Events Subseguent o Reporting
Date

Thare ware 1o reportatile svents subseqguant to

hitlance tfate,




Mote 36: Financial Instrumenis

{a}) lnterest Rate Risk

The economic entity’s expostire to interest rate risk which is the risk that a financial instrument’s value will fluctuate as a result of changes in
market interest rates and the effective weighted average interest rates on classes of financiat assets and Habilities, is as follows:

2064 20433 234 20433 2604 20433 2034 20033 2004 20433 2034 20033
5 ¥ 5 ¥ 5 3 § ¥ § ¥ § ¥

Financial Assets
Cash 1 165 28007806 TAZ3glT | 2B07H06
Receivables FO0ENE | MBRETII] SO0WME | TERETI
Toraf Financis Assets 2,807 906 RO [ BB | RARRTIE | 133208
Financial Liatvilities
Bank overtrait HEH 95 iz ot
Bank foans i B33 ] ThiTRaal | 143207 JERYESHL
Tratle and sundry creditors AR T RAGEEE TR98493
Lease fisbilities .22 643 220379 16278 273450 428,728
Totaf fingnciat Liahifities |5ET6542 | 143220176 2MLETG 156,278 273450 RSG5 RARLTH

{B) Credit Risk

The maximum exposure to credit risk, exciuding the value of any collateral or other security, at balance date to recogmised financial assets is the
carrying amount, net of any provisions for doubtful debts, as disclosed in the statement of financial position and notes to the financial statements,

Credit risk for derivative financial instruments arises from the potential faifure by counter parties to the contract 1o meet their obligations. The credit
risk exposure to forward exchange contracts and interest rate wwaps is the net fair value of these contracts as disclosed in {g).

The economic entity does not have any material credit risk exposure to any single debtor or group of debtors under financial instruments entered
into by the economic entity,

{c} Met Fair Yalues

The net fair value of bank overdrafts, bank foans and lease Habilities is determined by discounting the cash flows, al market inferest rates of simifar

borrowings, to their present value, Their net fair value is adiusted for any costs involved in settiing the instrument.

2604 2003

Carrying MNet Fair Carrying Met Fair
Arriount Wakue Amount Value
% % % %

Firancial Liabilities
Bank Overdraft 1502 1517 . .
Bark Loans 15,375,440 13,500,194 14122016 14,263,236
Lease Liabilities 500,245 525,310 429728 451,214
135,877, 237% 4,036,521 14,551,744 14,714,450

For financial assets and other liabilities, the net fair value approximates their carrying value, Financial assets where the carrying amount exceeds the net

fair values have not been written down as the economic entity intends to hold these assets to maturity.




fote 17: Employee Benefits

Employes Share Plans
The following is a summary of the existing employee share plans.

{1) Waterco Ermployee Share Plan

{2

bt

The plan was approved by shareholders at the 1996 Annual General Meeting.

fts objective is to encourage full-time and part-time employees of the Waterco Group to scquire ordinary shares in the company in order to
promote the tong term success of the company as a goal shared by the employees,

Al fubl-time and pari-time employees are invited by the Board to subscribe for ordinary shares in the company at the market price at the time of
invitation (being the weighted average price over the one week period before the invitation date subject to adjustment by the Board ¥f it befieves
the price is distorted) but not less than twenty cents. The company may extend an interest free loan to acquire the shares which is repayable
within ten years or the term may be extended by the discretion of the Board or immediately if the employee feaves the company The security
givent for the foan is the pledge of the shares and a charge over any benefits generated by those shares including dividends and bonus shares. The
proceeds of these benefits are used to reduce the borrower's indebtedness to the comparny.

The loans are limited recourse loans meaning that if the shares are sold and the proceeds are not sufficikent to meet the foan balance outstanding,
the company cannot recover the difference from the borrower.

Any ordinary shares issied during the year under this plan are shown in the statement of Bnancial position as contributed equity with the resulting
debt to the company showsn as non current receivables. Any residual foan amounts written off are expensed during the year.

During the year no shares were issued under this plan while debts of 373,758 were repaid.

Deferred Employee Share Plan and Exempt Emnployee Share Plan
The objective of these plans is to provide incentive to employees to acquire ordinary shares in the company in lieu of other remuneration thus
leading to an alignment of the interests of the participants with those of other shareholders.

These plans which are offered to all employees, replace the Waterco Executive Share Acquisition Plan,

al  Deferred Employes Share Plan
Under this plan, employees are invited to contribute 3 minimum of $2000 {and up to a maximum of 30% of their salary} per snnum to
purchase shares under a salary sacrifice arrangement. \Waterco contributes a maximum of 51000 per annum towards the purchase of shares on
behalf of each employee who takes up the offer. Shares scquired under this plan must be held for at least two years unless the employee feaves
and is therefore entitled to withdraw the shares rom the plan,

Buring the year, the company contributed $2%,999 for the purchase of 12,194 shares under this plan

B Exempt Employee Share Plan
tnder this plan, employees are invited to contribute 3 minimum of $500 per annum to purchase shares under a salary sacrifice arrangement.
Waterco contributes a matching $500 towards the purchase of shares for employees who take up this offer. Shares acquired under this plan
must be held for at least three years unless the employee leaves and is therefore entitled to withdraw the shares from the plan.

During the year, the company contributed $17,307 for the purchase of 7,035 shares under this plan.

Al costs associated with purchasing the shares under both plans are borne by the company.



{3} CEC Share Plan
This plan was set up in 2003 and approved at the Annual General Meeting held on 17 November 2003, On 5 December 2003, Mr 5 S Goh was
issued 500,800 shares at $2.35 each under the delayed loan repayment terms of this plan. Under this plan, Mr $ 5 Goh is entitled to withdraw and

“

St

deal with these shares if the following criteria has been satisfied:

i Mintmuny Employment Period
Mr S S Goh must continue to be employed as Managing Director of the company for 36 months following the issue of the shares. I this is not
satisfied, the Managing Director will forfeit the shares.

il Performance Hurdies
The company must meet the targeted earnings per share (EPS) growth as follows:
a)  Growth in EPS of less than 15% per year compounded over the Targeted EPS Period results in 0% of the shares being avaifable to be
withdrawn from the Plan: and
b} Growth in EPS of 15% or greater each year compounded over the Targeted EPS Period results in 50% of the shares being available to be
withdrawn from the Plan plus 10% of the shares for every 1% growth in EPS greater than 15% over the targeted EPS Growth Period, up
to a maximum of 100% of the shares.

This koan is an interest chargeable loan and the amount of interest payable is equivalent to the dividends payable on these shares.

Executive Performance Share Plan
This plan was set up in 1998 and approved at the Extraordinary General Meeting held on 18 December 1998

lts objective is to motivate and retain an exceptional and dedicated management team, and to attract new, high guality executives who are
able by the virtue of their position, experience and skill, to influence the generation of shareholder wealth.

The plan is open to employees determined by the Board to be eligible.

These employees are invited to apply for an award of a specified number of ordinery shares in the company. The Board will prescribe a date
or dates on which an award becomes exercisable. The award is only exercisable subject to performance hurdles being achieved.

The performance hurdle s based on the real growth in the economic entity's Earnings Per Share in the financial year of the company
immediately preceding the relevant financial year.

Growth in Earnings Per Share Percentage of Award Exercisable
Greater than 25% 100%

Greater than 20% 50%

Greater than 15% 25%

The exercise price {f any} will be an amount determined by the Board from time to time, and fixed at the date of the grant.

On 21 Becember 1598, 3 number of executives were invited 1o apply for a total award of 1,045,000 ordinary shares in the company. Each
award has been divided into five tranches with the first tranche exercisable on 21 December 1999 and subseqeent tranches exercisable on each
anniversary of grant date. The exercise price was nil.

Diuring the year, 35 executives were allocated 239,750 shares pursuant to the Fnal tranche {tranche 5} of this plan,

The Executive Performance Plan ceased o operate on 20 March 2004,



Mote 37: Employee Denefits {continued)

{53} Diirectors Option Plan

The plan was set up in 1998 and approved at the Extraordinary General Meeting held on 18 December 1938,
The objective of this plan is to encourage the alignment of the directors’ financial interests more closely with those of shareholders.

These options may only be exercised subject to the achievement of a performance hurdle namely the market value of the share at the time the
options were granted, increased by 2 premium of 15%.

fn total, 650,000 options were granted to directors and/or their associates on 31 December 1998 at an exercise price of $31.15 in accordance with
the rules of the plan. During the year, 130,000 options were exercised at a price of $1.15 each and an aggregate sum of $150,800 was received.

Director Associate Balance of Options
at 30 lune 2004

Soon Sinn Goh GSS Holdings Pty Lid
Garry Norman Straitswind Pty Ltd

Stuart Lloyd Maien fnvestments Pty bed
Ben Hunt Glenhuntly Pty Lid

The closing share market price of an ordinary share of Waterco Limited on the Australian Stock Exchange at 30 June 2004 was $2.55
{30 lune 2003 3185}

The Directors Option Plan ceased to operate on 31 March 2004,

Contributions

During the year, Waterco Limited made contributions to Waterco Share Plan Pty Limited, being the trustee company established to administer
the Executive Performance and Directors Option Share Plans. The charge in the statement of financial performance in respect of shares allocated
during the year is reconciied to the contribution as follows:

2004 2003

% 3

Unexpended contribution brought forward From previous year 124,368 271,208

Add: Contributions during the year A%9 127 {49,270}

tess: Deferred contribution carried forward to subsequent year - {124,368}

tLess: Amount provided for in previous year {558,000 -
Amount charged in the statement of financial performance for shares

allocated during the year 15,495 #7570

Waterco Limited expenses the contriblutions at the time the shares are aliocated to participants of the various plans, being the point in time that
empioyees acquire their beneficial right to shares.

Waterco Share Plan Pty Ltd had 73,862 Waterco Limited shares on hand at the beginning of the year and purchased 195888 shares during the year
{of which 269,750 were affocated during the year). There are no shares held by Waterco Share Plan Pty Lid as at 30 lune 2004, These shares carry
the same voting and dividend rights as any other ordinary share.



Eronomit Entity Parent. Entity

2004 2003 20T 2003
% ¥ ¥ 5
flote 38: Cash Flow Information
(&) Reconcilistion of Cash
For the purposes of the statement of cash Bows, cash
includes cast on fand and in harks net of outstanding
bank cverdraft and current commercial bifls, Cash
i tha end of the year as shown in tha strtement of
cash flows & reconcied to the related tems iR the
statement of financial position as fedlows:
Cash at bank 1,425,607 2,607 506 161,326 2.1561,892
Benk coverdraft {1,502) - - -
Commarcial Bifls {1,000,006) {3,0005,0003) 1,000,000} (1,000,000}
422,105 1,607,506 {238,674} 1456518592
() Reconciliation of cash flows from operations with profit
from ordinary activities after incame tax.
Profit. from ardinary activities after incame tax 5,368,348 3EH1,537 4,269,141 2.464.5974
Mon-cash flows in aredit from erdinary activities
Dapraciation 2,114,448 2,069,380 150,186 TEIGRT
AMOFLisatian 51,154 GinB92 31,983 35,027
{Frofitifloss on sale of non current assets 10,979 (H45,478) {44} (588,244
Changes in Assets and Lishikities:
Trale debtors TETSI2S {1.056,338) 551,787 1,256,574
Provision for doubtful debts {26,460) #3770 {50,000} {30,000}
Cther debtors 181,506 (443,548) {4,299} 5,E60
lmventarizs {2,923,510) 2624128 {1,71715,078) 333004
Prapayments {279,627 57573 {15,635} 111,211
Futuse income tax benefits {229,280 (208,714 {141,744} (117,561
Expanditure carried forward {3,087 53,488 - -
Trade craditors §2,177,303) 1,312,546 2030513 (34,645}
Cther ereditors 1,604 266,413 {272,494} 125,862
Prowision for amployes henefits {185,57%) 824,752 573,108 07447
Provision for tas 398,443 1,010,648 278,083 1.4344, 7068
Provision fer deferrad tax {85,951) {96,365 {17,244) (28,6894
Cash Flows — Non Operating Activities:
Divideneds Receved - {73 {39,003) {72y
Cash Flows providest byf(Lsed in) operations 3,560,239 4,647,204 6,308,586 571,442




Erenomic Entity

Parent Entity

2004 2003 2004 20033
¥ ) 3 ¥
Mote 38 Cash Flow information {continued)
(e} During the previous financial year two parent entity
owned and operated stores were franchisad:
Drispersal price - 378,447 - 376,487
Cash portion of that arice - 274,447 - 378,467
Met assats and lahilities disposed:
Irventery - 126,665 - 126665
Fiant, equipment & intangihles - 201,788 - 291,758
- 378,447 - 376,467
{dy w25 July 2003 Warterco {NZ) Let {a subsidary)
actjuired the business of four retail pood shops
from Pooleare P Services Lrd
Purchase Price 549,820 -
Lash considaration 549,820 -
Assats and liabilities helf ot acguisition date:
Inventories 46,887 -
Fremerty, plant & equipment, & intangibles 42,938 -
549,870 -
0 30 Jone 2004, Watereo Lid acquired two
pocts shops from F & K Kelty
Purchasse Price 538,122 536,12%
Cash consideration 538,122 536,12%
Assets and [abifitios held &t acnguisition date:
lsmentorigs 258,122 258,122
Property, plant & equipment, & intangibles 278,000 278,000
536,122 536,122
1085942 556,122




Eeonomic Entity

Parent £ntity

2004 2003 2004 2003
% ¥ % 5
Mote 38: Cash Flow formation {continued)
(e} Non Cash Financial and Investment activities
] Property Plant and Eruipment
Cruring the year, the sconamic ety acquired
plant and equiprment. with an aggregate feir vatue of
F250.8907 (2003:5246,199) by means of finance lesases.
This auouisition is not reflected in the stetement. of
cash flows,
(i) lssum of Shares
(i 5 Gerember 2003, the economic ertity issued
500,000 shares st 32,35 each (amounting to $1,175000)
toy M 5§ Gesh under the delayed repaymernst terms of
the Watsron CEC Share Plan, This financing activity is
nert reflected in the staternent of cash Aows
{f} Financing Facilities
The foliowing ines Of credit were maiiatile af balance date:
Commercial tiflsfhank overdraft facifity 14,908,000 19,800,000 18,800,000 149,800,000
Master foase facities 1,300,000 1,300,000 1,300,000 1,300,000
21,208,000 21,140,000 20,200,000 21,100,000
Arnount utifised 13,341,365} [12,461,400) {12,964,423) (12,464, 4045
Arncunt. uratilsedt 7,856,638 54384600 1,285,877 638,600

The commercial bilkdbank owerdraft facifity is due to gxpire
on 30 Movember 2004, The parent entity expects 10 rensw
this facifity for anothar three years,



The directors of the company declare that

1. the financial statements and notes, as set out on pages 19 to 47, are in accordance with the Corporations Act 200
{a} comply with Accounting Standards and the Corparations Regulations 2001 and
{B) give a true and fair view of the financial position as at 30 lune 2004 and of the performance
for the year ended 30 june 2004 of the company and economic entity;

2, in the directors’ opinion there are reasonable grounds to befieve that the company will be able to pay its debts as and
when they become due and payable.

This declaration made in accordance with a resolution of the Board of Directors and is signed for and on behalf of the directors
by:

SN ENN

Soon San Goh
Managing Director

Pated at Sydney this Z6th day of August 2004
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{a} Distribution of Shareholders

Range Ordinary Shares Optiohs
1 . 1,060 392
1801 . 5000 405
5001 . 10,000 128
10,081 . 100,000 129
OO0 - and over 23
077

{B) karketabie Parcel
four sharehoiders hold less than 3 marketable parcel

{c} Substantiat Shareholders
The following information is extracted from the company's register as at 37 August 2004

Mamie Murmber of Shares
$ S Goh Group 8,353,345
Loftus Capitat Partners Lid ACN 067 185 899 1,117,980

{c} Voting Rights
for alt shares, voting rights are one vote per member on 2 show of hands and one vote per share on a poll.

{e} Fwenty Largest Shareholders
The twenty largest shareholders hold 68.05% of the total shares issued.
Marme MNigviber of Shares Percentage
(388 Hotdings Pty Ltd 7,497 065 35.50
Br Soon S Goh 456,280 6.97
invia Custodian Pty Limited 1,252,318 6.0
ANZ Nominees Limited 510,000 2.52
Mister Rain Pty Ltd 500,000 2.3%
Got Lai Huat & Sons Sgn Bhd 300,000 1.44
Wr Loke Weng Foo 2B0.000 T34
HSBC Custody Nominees {Australia) Limited 234,460 112
SG Corporation Pty Limited 202 500 {187
GWK Corporation Pty Limited 201,500 {1.96
Mint Holdings Pty Ltd 200,000 {1.96
Brazil Farming Pty Ltd 195000 .83
Citicorp Nominees Pty Limited 192,979 {1.82
8/ Services Pty bed 178,500 {165
#r Khoon Ping Kuok 3000 {183
Miss Penelope Pringle 163000 .78
Brifl Investments Pty Ltd 150,000 172
Moreverk Pty Lid 150,000 172
Pollywebb Pry Ltd 150000 .72
#r Charles Hepenstall & Mrs lulie Hepenstall 136,000 {165
TOTAL 14,222,534 §8.08

{£} Stock Exchange Listing
The shares of Waterco Limited are listed on the Australian Stock Exchange under the trade symbol WAT, with Sydney being the home
exchange.









