Preliminary final report

Name ot entity

WATERCO LIMITED

ABN or eguivalent company Half yearly Preliminary Half year/financial year ended {*cwrrent period’)
reference ftick final ftick)
62002070733 v 30T JUNE 2005

For announcement to the market

Extracts from this report for armouncement lo the markel (see note 1. A0
Revenues from ordinary activities (item 1. 1) up 15.8% o 86,231
Profi {loss) from ordinary activities afier tax attributable to - down 228% o 4,176

members (iem 1.22

Profit {loss) from exiraordinary items after tax attributable  gain (loss)
to members (e 2 3(d)} of

Net profit (fossy for the period attributable to members down 22.8% o 4,176
(item I 11}

Bividends {distribations) Amount per security | Franked amount per
seeurity

Final dividend (Prefiminary final report only - item 13.4) ¢ 9

Interim dividend (Half vearly report only - itew 13.6)

Previous corresponding period (Prelininary final report -
ifem 15.53; half yearly report - ifem 15.7) ¢ Gy

gty N
*Record date for determining entittements to the | 3¢ " September 2005
dividend,
(in the case of a trust, distribution} (see fem 13.2)

Brief explanation of any of the figures reported above (sce Note 1} and short details of any bonns or cash
issue or other item(s) of importance not previonsly released to the market:

If this is a half yearly report it is to be read in conjunction with the most recent annual
financial report.




Condensed consolidated statement of financial performance

Current period - Previous corresponding
SADOG period - SAN00
86,251 74,474
1.1 Revenues from ordinary activitics feee items .23
-1.23}
(78,780 (66,414)
1.2 Expenses from ordinary activilies (see ifems 1.26
& 1.27
1.3 Borrowing cosls (1.244) (939)
1.4 Share ot net profits (losses) of associates and joint
venture entities {see Hem 16.7)
6,207 7,121
1.5 Profit {loss) from ordinary activities before tax
2,018 1,753
1.6 Income lax on ordinary activitics (see note 4}
4,189 5,368
1.7  Profit {loss) from ordinary activities after tax
1.8 Profit (loss) from extraordinary items after tax
{see dem 2. 5%
4,189 5,368
1.9 Net profit {loss)
10 Net profit (loss) attributable to cutside Tequity i3 (46)
interests
4,176 5414
1.11  Net profit {loss) fer the period atiributable to
mentbers
Non-owner transaction changes in equity
112 Increase (decrease) in revaluation reserves (831) 4,814
1,13 Net exchange differcnces recopnised in equity (748) (164)
.14 Other revenue, expense and initial adjusiments '
recognised directly in equity (attach details)
Initial  adjustments  from  LHG  transitional
1.15  provisions
.16  Total transactions and adjustments recognised (1,579) 4,650
directly in eguity {items 1.12 (6 1.15)
1.17 Tetal changes in equity not resulting from 2.597 10,064
transactiens with owners as ewners
Current period Previons

Earnings per security (EPS)

corresponding
period

118  Basic EPS

119 Diluted EPS

i%.1¢c
i%.1¢c

26.7¢
26.7¢




Notes {o the condensed consolidated statement of financial perfermance

Profit (loss) from ordinary activities attributable to members

Carrent  period - | Previous
fA000 corresponding period -
SA00
1.20  Profit {loss) from ordinary activitics after (ax 4,189 5.368
(item 1.7} ' '
F21 ] oy (plus) outside Tequity interests 13 {46)
1.22  Profit (less) from ordinary activities after [ 4176 5,414

tax, attributiable to members

Revenue and expenses from ordinary acti

{see note 15}

1.23

1.24

1.25

1.26

1.27

Revenue from sales or services
Inierest revenne

Orxher refevant revenue

Details of relevant expenses

Depreciation  and  amortisation  excluding
amorlisation of intangibles (see ifem 2.3}

vities - SEE ANNEXURE A

Current
$ADOO

period -

Previos
corresponding period -
SA'NG

Capitalised outlays

1.28

1.25

Interest costs capitalised in asset values

Outlays capitalised in  intangibles (unless
arising from an Tacquisition of a business)

Consolidated retained profits

Current period - Previous corresponding
SAHO0D period - $A'000
1.30  Retained profits (accumuiated losses) al the 10,807 8.066
beginning of the financial period
1.31  Net profit (loss) attributable to members (item 4,176 5414
LI
1.32  WNet transters from (1o} reserves (details if ) ;
nrctericd)
1.33  Net effect of changes in accounting policies ) ;
3 2
1.34  Dividends and other equity distributions paid 3.462 2,673
or payable
1.35 Retained profits (accumulated losses) at end 11,521 10,807
of financial period




Intangible and extraordinary items

Consolidated - current period
Before tax Related tax Related Amount {after
SA000 SA00 outside tax
*equity aliributable 1o
_ _ interesis r‘ﬁemhers
(a) ) [ $a000 $ADBO
{c)
2.1 Amortisation of goodwill 63 . . 63
2.2 Amortisation of other . - - -
intangibles
2.3  Total amortisation of 63 R . 63
intangibles
2.4 Exiraordinary items
{details)
2.5  Total extracrdinary ifems

Comparison of half vear profits
(Prefiminary final report only)

31 Consolidated profit {loss} from ordinary

aciivitics afier tax atiributable to members
reported for the Zs¢ half year (item 1.22 in the
half yearly report)

3.2 Consolidated profit (loss) from ordinary
aciivitics afier tax atiributable to members for
the 2ned hall year

Cuarrent year - $A'000

Previous year - $A'000

3,203

2,885

973

2,529




Condensed consolidated statement of

financial position

At end  of
carrent  period

As shown in last
annual report

As in last half
vearly report

SATOOG $A0O0 SAOO0
Current assets
4.1 Cash 5,332 1,424 3,548
4.2 Receivables 12,951 0,010 17,188
4.3 {nvestments - " "
4.4 Inventories 26,118 20,040 24,525
4.5 Tax asseis - " "
4.6 Other (provide details if material) 842 690 596
45243 31,164 45,857
4.7 Total current assets
Non-current assets
4.8 Receivables 1,509 1,596 1,535
4.9 Investments {cquity accounted} - - .
4.16 Ciher investments - - -
4.11 Inventaries - - -
4.12 Exploration and evaluation expenditure
capitalised fsee para 75 of AASB| . .
1022
4.13 Development  properties  (Tmining | - - -
entitics)
4.14 Other property, plant and equipment | 23,029 21,136 21,019
net
4.15 i'ntaiagibics {net) 2,395 700 656
4.16 Tax asseis 812 1.330 1,226
4.17 Oiher (provide details if materialy 116 3 . 19
27,861 24,855 24,475
4.18 Total non-cirrent assets
4,19 Total assets 73,104 56,019 70,332
Current liabilities
4.20 Payables 8,587 3,724 12,497
4.21 Interest bearing liabilitics 1,222 1,222 1,235
422 Tax liabilitics 1,055 1,182 1,451
4.23 Provisions exe. tax liabilities 1,513 1.580 1,835
4.24 Oiher (provide details if materialy - - -
12,377 9,708 17,018
4.25 Total current liabilities
Non-current liabilities
4.26 Payables - - -
4.27 Interest bearing HabilHics 21,538 12,656 14,102
428  Tax liabilities 1.514 370 348
4.29 Provisions exc. tax liabilitics 302 325 134
4.30 Oiher (provide details if materialy - - -
23,354 13,351 14,786
4.31 Teotal non-current liabilities

Condensed consolidated statement of financial position continued




4.32 Total liabilities 35,731 23,059 31,864
4,33 Net assets 37,373 32,960 38,528
Equity
434  Capital/contributed equity 23,448 18,140 23,448
435  Reserves 2,565 4,144 3113
4.36 Retained profits faccumulated losses) 11,5321 10,867 12,130
4.37 Equity attributable to members of the
parent entity 37,534 33,691 38,691
438 Ouiside “equity interests in controdled (181) {131) {163)
entitics
439  Total equity 37,373 32,960 38,528
4.40 Preference capital incloded as part of
4.37

Notes to the condensed consolidated statement of financial position

Exploration and evaluation expenditure capitalised

(7o be completed only by entities with mining irterests if amnownts ave matevial Include oll expenditure incurred

5.6

Opening balance
Expenditure incurred during current period
Expenditure written off during current period

Acquisitions, disposals, revaluation
increments, ete.

Expenditure transferred to Development
Propertics

Closing balance as shown in the
conselidated balance sheef {itemn 4 12}

Current period $A'G00G

Previous
corresponding period -
$A0OO

Development properties

(T be completed only by entities with mining interests if apwmis are material)

6.1
62
6.3

6.4
6.5

6.6

Opening balance

Expenditure incwrred during current period
Expenditure transferred from exploration and
evaluation

Expenditure written off during current period
Acquisitions, disposals, revaluation
increments, ete.

Expenditure transferred to mine properties

Closing balance as shown in the
consolidated balance sheef (item 4 13}

Current period $A'GGG

Previous
corresponding
period - $A'000




Condensed consolidated statement of cash flows

Cash flows related {o operating activities

Current period
SA'D00

Previous
corresponding period
- $ACH0

7.1 Receipts from customers 83,433 86,885
7.2 Payments Lo suppliers and employecs (78,894) {75,266)
7.3 Dividends received from associates - -
7.4 Other dividends received - -
7.5 Interest and other items of similar nature
received 117 63
76 Interest and other costs of finance paid {1,244) {939)
7.7 Income taxes paid {2,189) (1,670)
7.8 Other (provide details if material) 239 487
7.9 Net operating cash flows 3,462 3.560
Cash flows related fo investing activities
7.10 Payment for purchases of property, plant and (3.966) (3,307)
cquipment '
7.1 Proceceds from sale of property, plant and 4,885 154
equipment
7.12 Payment for business (9,709 (1,086)
7.13 Proceeds from sale of business 346 -
7.14 Proceeds from sale of investments 14 -
7.15 Loans repaid by other entities - -
7.16 Payment for intangibles {203) “
7.17 Net investing cash flows {8,633) (4,239
Cash flows related {o financing activities
7.18 Proceeds from issues of Tsccurities (shares, 5,308 3,14
options, etc.)
7.19 Proceeds from borrowings §.991 74
7.20 Repayment of borrowings (235) (927)
7.21 Dividends paid (3,495) (2,704)
7.22 Other (provide details if materialy - -
7.23 Net financing cash flows 10,549 {416)
7.24 Net increase (decrease) in cash held 5,378 (1,695)
7.25 Cash at beginning of period 422 1,808
fsee Reconcitiation of cash)
7.26 Exchange rate adjustments to em 7.25. (1,468) {291)
7.27 Cash at end of period
' 4,332 422

fsee Reconcitiation of cash}




Non-cash financing and investing activities

Details of finencing and investing transactions which huve had o material effect on consolidated assets and lisbilities
but did not involve cash flows ave as follows. ( ff an amount is guantified, show comparative amount }

reflected in the statement of cash flows..

During the year, the economic eatity acquired plant and equipment with an aggregate fair value
of $234.595 (20045250,907) by means of finance leases and This financing activity is not

Reconciliation of cash

Reconciliation of cash at the end of the period (as Current period $ACOG | Previous
shown in the consolidated statement of cash flows) to corresponding
the related items in the accounts is as follows. period - SAO0
5,332 1,424
8.1  Cuash on hand and at bank
8.2 Deposis at call
- (2)
8.3  Bank overdrafi
{1,000} (1,000)
84  Other (provide details)
4,332 422
8.8  Total cash at end of period (item 7.27)
Other notes to the condensed financial statements
Ratios Current period Previous
corresponding
period
Profit before tax / revenue
9.1  Consolidated profit (loss) from ordinary
aciivilics before lax (ifem I.5) as a percentage o .
of revenue (ifem 11} 7.2% 9.56%
Profit after tax / Tequity interests
92 Consolidated net profit {loss} from ordinary
activities afier tax attributable to members
{item 111 as a percentage of cquity (similarly
attributable) at the end of the period (item 11.12% 16.36%
4.37}
Earnings per security (EPS)
16. Details of basic and diluted EPS reported separately in accordance with paragraph 9 and 18 of
AASE 1027 Earnings Per Share are as follows.
Net Profit 4,189 5,368
Net Profit/{Loss) attributable to outside equity
interests (13) (40)
Earnings used in calculation of basic EPS 4,176 5,414
Weighted average number of ordinary shares
ouistanding during the year used in calculation
of basic EPS 21,876,061 20,298,038
NTA B acking Current period Previous corresponding

{see note 7)

Period

LT Net tangible asset backing per Tordinary $1.55
seeurily

$1.54




Discontinuing Operations

tEntities must report a description of any sigaificant aetivities or events velating to discomtinuing operations in aecordance
with paragraph 7.3 (g} of AASB 1029: Inferim Financial Repovting, or, the detnils of discontimuing opevations they have
disciosed in their aecounts in accordance with AASB 1042: Discontinuing Operations (see note 17}

12.1 Discontinning Operations

Control gained over entities having material effect

131 Name of entity {or group of -
eniities)

13.2 Consolidated profit (loss} from ordinary activities and
extraordinary items afier tax of the controlled entity (or $
group of entities) since the date in the current period on
which control was Tacquired

13.3 Daie from which such profit has been calenlated

13.4 Profit (loss) from ordinary activities and exiraordinary
ftems afler tax of the controtled entity (or group of entitiesy | $
for the whole of the previons corresponding period

Loss of control of entities having material effect

1.1 Name of entity {or group of entities} | -

14.2  Consolidated profit {loss) from ordinary activities and
extraordinary ftems afler tax of the controlled entity {or group $
of entities) for the current period fo the date of loss of controt

4.3 Date to which the profit (foss) in item 14.2 has been caleulated

1.4 Consolidated profit (loss) from ordinary activities and
extraordinary Hems affer tax of the controlled entity {or group $
of entiticy) while controlied during the whole of the previous
corresponding period

14.5  Contribution to consolidated profit {Joss} from ordinary
activitics and extracrdinary items from sale of interest leading $
£ loss of control




Dividends (in the case of a trust, distributions)

15.1

15.2

15.3

Date the dividend (distribution) is pavable

*tRecord date to determine entitlements (o the dividend
{distribution} {ic, on the basis of proper instruments of transfer
received by 5.00 pm if Tsecurities are not TCHESS approved,
or security holding balances established by 5.00 pm or such
fater time permitted by SCH Business Rules if Tsecurities are

TCHESS approved)

If it is a final dividend, has it becn declared?
(Preliminary finad veport only}

Amount per security

8" November 2005

30" September 2005

Yes

Amount per Franked Amount per
security amount per secarity of
seeurity at % | foreign source
tax {sce note dividend
4}
{Prefiminary finad report only)
15.4 Final dividend: Current year 9¢ 9¢ ¢
155 Previous year 9¢ 9¢ é
{Half vearly and preliminary final reporesi
15.6 Interim dividend: Current year 7¢ 7¢ ¢
15.7 Previous year 6¢ 6¢ é
Total dividend (distribution) per security (interim plus final)
{Preliminary final report only)
Currend year Previous year
HETS 15¢
15.8 *Ordinary securitics ' *
P’ i
15.9  preference Fsecurities ' i

Half yearly report - interim dividend (distribution) on all securities or
Preliminary final report - final dividend (distribution) on all securities

1510

15.11

1512

15.13

TOrdinary securities feach class separately)

Preference ™ sceurities feavh class
separatelyt

Other equily instraments feach class
separatelyt

Total

Current period $A000 Previons corresponding
period - $A000
1,582 1,253
1,582 1,253




The Tdividend or distribation plans shown below are in operation.

The iast date(s) for receipt of election natices for the

“dividend or distribution plans

Any other disclosures in relation to dividends (distributionsy. (For half yearly reports, provide details in
aecordance with paragraph 7.5(dE of AASE 1029 Interim Financial Reporting)

Details of aggregate share of profits (losses) of associates and joint venture
entities

Current period Previons
Group’s share of associates’ and joint venfure | $4000 corresponding period
entities’: - $A000

16.1  Profit (loss) from ordinary activities before tax

16.2  Income lax on ordinary activities

16.3 Profit {loss) from ordinary activities after
tax

16.4 Extracrdinary items net of tax

16.5 Net profit (loss)

16.6  Adjustments

16.7 Share of net profit {loss) of associates and
joint venfure entities

Material interests in entities which are not controlled entities

The ceonomic entity has an interest (that is material o it) in the following entities. (I the interest was acguived or
disposed of dhiring either the curvent or previous corresponding period, Indicate dete of acquisition (" from ddimmay ™}
ov disposal {Vto dedimmipe ).

Nume of entity Percentage of ownership Caontribation to net profit {loss) (item
interest held at end of pericd or | 1.9}
date of disposal
. ) Current Previous Carrent period Previous
17.1 Eqmt‘y accounted period corresponding | SATO00 corresponding
agsociates and sriod riod
int venture petio period -
jotn $A'D00

entities

17.2 Teotal

17.3  Odher material
interests

17.4 Total




Issued and quoted securities at end of current period
{Description must include rate of inferest and any redemption or corversion rights together with prices and dates)

Category of Tsecurities

18.1

18.2

+

Preference ~securities

fdeseription)

Changes during current period
{a} Increases throngh issues
{b} Decreases throngh retarns
of capital, buybacks,
redempiions

Total number

Number quoted

Issue

price per
seourity
{see  note
143
{centsy

Amount
paid ap
per
security
{sece
note 143
{cenis)

183

18.4

*TOrdinary securities

Changes during current period
{a} Increases throngh issues
(b} Decreases throngh retarns
of capital, buybacks

22,599,650

22,399,650

1,715,006

1,715,000

18.5

186

TConvertible debt securities
{deseription and conversion

facior

Changes during current period
{a} Increases throngh issues
{b} Decreases throngh
securities matured, converted

18.7

18.8

18.9

18.10

Options (description and
conversion factor}

Directors option plan
Issued during current period

Exercised during current
period

Expired during carrent period

Fxercise
price

FExpiry
deite
{if any)

18.11
18.12

Debentures (description)
Changes during current period
{a} Increases throngh issues
{b} Decreases through
securities matured, converted




18.13  Llinsecured nofes
fdeseription)

18.14  Changes during current period
{a} Increases throngh issues

{b} Decreases through
securities matured, converted

Segment reporting - SEE ANNEXURE A

{Information on the business and geographical segments of the entity must be reported for the current period in
accordance with AASE 1003 Segment Reporting and for half year reports, AASE 1029 Imterim Financial
Reporting. Beeause entities employ different stroctures 2 pro forma cannot be provided. Sepment information in
the layout employved in the entity’s Taccounts should be reporled separately and attached to this report.)

Comments by directors - SEE ANNEXURE A

Basis of financial report preparation

9.5 If this report is a half yearly report, it is a general purpose financial report prepared it accordance with
the listing rules and AASE 1029: Interim Financial Reporting. Tt should be reqd in conjunction with ihe
st “annnal report and any anhouncements to the markei made by the enfity during the period. The
Jinancial statements In this report are “cowndensed financicl statements” as defired in AASE 1029:
Interim Finevelal Reporting. This report does not include all the notes of the type novmally Included in an
anpueld fincarctal report. [Delete if preliminary final report.]

16.2  Material factors affecting the revenues and expenses of the cconomic entity for the corrent period. Ina
half yearly report, provide explanatory comments about any scasonal or irrcgular factors affecting
operalions.

19.3 A description of each event since the end of the current period which has had a material effect and which
is not already reported elsewhere in this Appendix or in attachments, with financial effect quantified (if
possiblel.

194  Franking credits avallable and prospects for paying fully or partly franked dividends for at least the next
year.




0.5 Unless disclosed below, the aceounting policies, estimation methods and measurement bases used in this
report are the same as those ased in the last annual reporl. Any changes in accounting policies, estimation
methods and measurement bases since the last annoal report are disclosed as follows. (Disclose chunges and
differences in the half vearly report in uccordance with AASE J029: Interim Financial Reporting. Disclose changes
in accounting policies in the preliminary final report in accordance with AASE JOOI: Accounting Policies-
Disotosure).

16.6  Revisions in estimates of amounts reported in previons interim periods. For half yearly reports the nature
and amount of revisions in estimates of amounts reported in previous +annual reports if those revisions
have a material effect in this half year.

19.7  Changes in contingent Hiabilities or assets. For half yearly reports, changes in contingent Habilities and
contingent assets since the last 7~ annual report.

Additional disclosure for trusts

20,01 Number of units held by the management
company or responsible entity or their
related parlics.

202 A statement of the fees and commissions
payable 1o the management company or
responsible entity.

Identify:
. initial service charges
. management fecs

. other fees




Annual meeting

{Preliminary final report onfy)

Place

Time

Approximate date the “annual report will be
available

The annual meeting will be held as follows:

36 SOUTH ST RYDALMERE NSW 2116

23rd NOVEMBER 2005

3PM

11th OCTOBER 2003

Compliance statement

I

Sign here:

This report has been prepared in accordance with AASB Standards, other AASB authoritative
pronouncements and Urgent [ssues Group Consensus Views or other standards acceptable to
ASX {see note {2).

[dentify other standards used

This report, and the "accounis upon which the report is based (if separate), use the same
accounting policies.

This report does give a true and fair view of the matters disclosed {see note 2}

This report is based on “accounts to which one of the following applies.

(Tick one) _ _

D The “accounts have been The Taccounts have been
audited. subject to review.

m The ‘accounts are in the The ‘accounis have nof yet
process of being audited or been audited or reviewed.

subject to review.

if the audit report or review by the auditor is not attached, details of any gualifications will
follow immediately they are available® fdelete one). (Half yearly report only - the audif report
or review by the auditor must be attached to this report if this report is 1o satisfy the
requirements of the Corporations Act.)

The entity has a formally constituted audit committee.

Date: 24™ August 2005............
{Managing Director}

Print name: 8000 5inn Goh e s




Notes

For announcement to the market The percentage changes referred to in this section are the
percentage changes calculated by comparing the current peried’s figures with those for the
previous comesponding period. Do not show percentage changes if the change is from profit to
loss or loss to profit, but still show whether the change was up or down. If changes in
accounting policies or procedures have had a material effect on reported figures, do not show
either directional or percentage changes in profits. Explain the reason for the omissions in the
note at the end of the announcement section. Entities are encouraged to attach notes or fuller
explanations of any significant changes to any of the items in page 1. The area at the end of
the announcement section can be used to provide a cross reference to any such attachment.

True and fair view [f this report does not give a true and fair view of a matter (for example,
because compliance with an Accounting Standard is required} the entity must attach a note
providing additional information and explanations to give a true and fair view.

Condensed consoiidated statement of financial performance

ftem 1.1 The definition of “revenue™ and an explanation of “ordinary activities” are set
out in AASB 1004 Revenue, and AASE 1018: Statement of Financial
Performance.

ftem 1.6 This item refers to the total tax attributable to the amount shown in item 1.5.
Tax includes income tax and capital gains tax (if any} but excludes taxes
treated as expenses from ordinary activities {eg, fringe benefits tax)}.

Income tax if the amount provided for income tax in this report differs {or would differ but
for compensatory items} by more than 15% from the amount of income tax prima fuacie
payable on the profit before tax, the entity must explain in a note the major items responsible
for the difference and their amounts. The rate of tax applicable to the franking amount per
dividend should be inserted in the heading for the column “Franked amount per security at %
tax” for items {54 t0 15.7.

Condensed consoiidated statement of financial position

Format The format of the consolidated statement of financial position should be followed as
closely as possible. However, additional items may be added if greater clarity of exposition
will be achieved, provided the disclosure still meets the requirements of AASB 1029: Interim
Financial Reporting, and AASB 1040: Statement of Financial Position.  Also, banking
institutions, trusts and financial institutions may substitute a clear Hguidity ranking for the
Current/Non-Current classification.

Basis of revaluation If there has been a material revaluation of non-current assets (including
investments} since the last "annual report, the entity must describe the basis of revaluation
adopted. The description must meet the requirements of A4SB 1010:  Accounting for the
Revaduation of Now-Current Assets.  if the entity has adopted a procedure of reguiar
revaluation, the basis for which has been disclosed and has not changed, no additional
disclosure is required.

Condensed consolidated statement of cash flows For definitions of “cash™ and other terms
used in this report see A4SB 1026: Statement of Cash Flows. Entities should follow the form
as closely as possible, but variations are permitted if the directors {in the case of a trust, the
management company} believe that this presentation is inappropriate. However, the




12,

presentation adopted must meet the requirements of AASB 7026. TMining exploration entities
may use the form of cash flow statement in Appendix 5B.

Net tangible asset backing Net tangible assets are determined by deducting from total
tangible assets all claims on those assets ranking ahead of the ordinary securities (ie, all
liabilities, preference shares, outside “equity interests etc). "Mining entities are nor required
1o state a net tangible asset backing per Tordinary security.

Gain and less of confrel over entities The gain or loss must be disclosed if it has a material
effect on the “accounts. Details must include the contribution for each gain or loss that
increased or decreased the entify’s consolidated profit (loss) from ordinary activities and
extraordinary items after tax by more than 5% compared to the previous corresponding period.

Reunding of figures This report anticipates that the information required is given to the
nearest $1,000. 1f an entity reporis exact figures, the $A’000 headings must be amended. [f
an entity qualifies under ASIC Class Order 98/0100 dated 190 July 1998, it may report to the
nearest million dollars, or to the nearest $100,000, and the $A’000 headings must be
amended.

Comparative figares Comparative figures are to be presented in accordance with A4ASB 7018
or A4SB 1029 Interim Financial Reporting as appropriate and are the unadjusted figures from
the latest annual or half vear report as appropriate. However, if an adjustment has been made
in accordance with an accounting standard or other reason or if there is a lack of
comparability, a note explaining the position should be attached. For the statement of
financial performance, AASB 1029 Interim Financial Reporfing requires information on a year
to date basis in addition to the current interim period. Normally an Appeadix 4B to which
AASE 1829 Interim Financial Reporting applies would be for the half year and consequently
the information in the current period is also the year to date. [f an Appendix 4B Half vearly
version is produced for an additional interim period {eg because of a change of reporting
period}, the entity must provide the year to date information and comparatives required by
AASB 1029 Interim Fingneial Reporfing. This should be in the form of a multi-column
version of the consolidated statement of financial performance as an attachment to the
additional Appendix 4B.

Additional information An entity may disclose additional information about any matter, and
must do so if the information is material to an understanding of the reports. The information
may be an expansion of the material contained in this report, or contained in a note attached to
the report. The requirement under the listing rules for an entity to complete this report does
not prevent the entity issuing reports more freguently. Additional material lodged with the

TASIC under the Corporations Act must also be given to ASX. For example, a director’s
report and declaration, if lodged with the "ASIC, must be given to ASX.

Accounting Standards ASX will accept, for example, the use of lnternational Accounting
Standards for foreign entities. [f the standards used do not address a topic, the Australian
standard on that topic {if one exists) must be complied with.

Corporations Act financial statements This report may be able to be used by an entity
required to comply with the Corporations Act as part of its half-year financial statements if
prepared in accordance with Australian Accounting Standards.

{ssued and quoted securities The issue price and amount paid up is not required in items
{8.1 and 18.3 for fully paid securities.
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Details of expenses AASB 1018 requires disclosure of expenses from ordinary activities
according to either their nature or function. For foreign entities, there are similar requirements
in other accounting standards accepted by ASX. AASR ED 105 clarifies that the disclosures
required by AASE 1018 must be either off according to nature or aff according to function.
Entities must disclose details of expenses using the layout {by nature or function) employed in

their Taccounts.
The information in lines 1.23 to 1.27 may be provided in an attachment to Appendix 4B.

Relevant liems A4A4ASB 7078 requires the separate disclosure of specific revenues and
expenses which are not extraordinary but which are of a size, nature or incidence that
disclosure is relevant in explaining the financial performance of the reporting entity. The term
“relevance” is defined in AASB 71018, There is an equivalent requirement in 4ASE 1029:
Interim Financial Reporting. For foreign entities, there are similar requirements in other
accounting standards accepted by ASX.

Pollars [ reporting is not in AS, all references to $A must be changed to the reporting
currency. 1f reporting is not in thousands of dollars, all references to 000" must be changed
to the reporting value.

Discentinuing operations

Half yearly report

All entities must provide the information required in paragraph 12 for half years beginning on
or after 1 July 2001,

Preliminary final report

Entities must either provide a description of any significant activities or events relating to
discontinuing operations equivalent to that required by paragraph 7.5 (g) of AASB [029:
Interim Financial Reporting, or, the details of discontinuing operations they are required to

disclose in their “accounts in accordance with AASB 1042 Discontinuing Operations.

in any case the information may be provided as an attachiment fo this Appendix 4B.

Farmat

This form is a Word document but an entity can re-format the document into Excel or similar
applications for submission to the Companies Announcements Office in ASX.




WATERCO LIMITED AND CONTROLLED ENTITIES

PRELIMINARY FINAL REPORT 30™ JUNE 2005

ANNEXURE A

REVENUES AND EXPENSES FROM ORDINARY ACTIVITIES

Egonomic Entity
2005
$

Revenues from ordinary activities
Fevenue From sales or services
Intaerast ravenue

Gther relevant revenue

Dividend recelived 108
Bant 174,026
Bad debis recovered 3,312
Other 238,148
Procesds on disposal of property,

plant and eguipment 4,034,176
Details of relevant expenses

Changes in inventories of finished goods

and work in progress (2,037,960}
Faw Materials and consumables used (£3, 302,922
Enmployee bensefits expense {12,328,883)
Borrowlng costs expense (1,244,273}
Advertising expense (1,645,585;
Digcounts allowed (31,371,389}
Gotward freight (2,347,119}
Fant expense (2,330,074}
Salary-Agency hire (813,476
Warranty (429,085}
Commissions (60a, 111
Sepreciation and amortisation expense 12,200,338}

fexcluding intangibles}

Other expenses from ordinary activities (10,517,620}

Profit from ordinary activities (before
inocome btax} 6,206, 680

Income tax expense relating to ordinary
activities 2,017,503

Profit from ordinary activities (after
inocome btax} 4,189,157

Net profit/(loss) attributable to ocutside
eguity interests 13,276

Net profit attributable to members of
Waterco Limited 4,175,881

2004
$

13,768,726
63,156

il,126,320)

(4,6%2,332)

7,120,887

{1,752,541)

5,368,346

{45, 608)

5,413,954



a} Industry Segments

SEGMENT REPORTING

The eoonom*ﬁ ¢ entity operates predominantlv in one industry ,being the manufacture
and whnolesale of swimmi I‘C_:] ool chemicals, acceessories and Qquipment, manuifacture
and sale oi solar pool he i g systems and as a franchizor of swinming pool outlets
ratatling swimming pool accessories and eguipment.
bjceographical Segments
AUSTRALIA | S.E.ASIA (EW NORTH OTHER ELIMENATION ECONOMIC
ZEALANGD AMERICA i ENTITY
2005 2005 2005 2005 2008 2008 2005
s % s $ e 3 $
ERS '
CMIC ENTITY 58,200 424 sEeees | 483029 12, 147,403 4§25 BOA63,607
2634567 $1.074.723 14987 91515 | 095 408 (15917,8903
267,10
. SIS0 5003
TOTAL REY §7,933,992 ss03asee | 4msszie 2259308 LRI 96,251,417
SECMENT RE 16,349,686 Y8602 107,946 1,197,149 s (586,418 $LATAT0
ALLOCATED EXPE T OF
BALLOCATED RE 14,260,810
FROFIT FROM ORDINARY
ACTINITIES BEFORE INCOME TAR 6,206,660
[HCOME TAX E 12,017,303
FROETT FROM ORDINARY ENETAEH
ACTIVITIES AFTER INCOME TAX 3 6564746
) 1,300,670 ’
SEGMENT ASSETS 66,319,633 §6, 0005 207 £33,156,46(0) 95,105,765
- o 34,318,543 a060,745 | BIETEY HAT 044 b1 . .
SEGMENT 1AABILITIES - [18,644,363) 35,731,215
_ 38,743 "
DEPRECIATION & AMORTISATION EEIR 141,628 336 #8861 1,263,608
23,216
3.0066.24% 04 4
. T 206,400
L7565 T 068,157
AUSTRALIA | S.E.ASIA NEW NORTH OTHER ELIMENATION ECONOMIC
ZEALAND AMERICA i ENTITY
2004 ik 2004 2064 e 204 2004
s % 3 $ s 3 $
52443817 538192 500,119 3.801,207 o 3,768, 726
INTERSEGMENT SALES 2238207 0470 50 14,746 747 801 {14,464,355)
BALLOCATED REVENUE 8,574
" 6,79%.463 (14,464,355
TOTAL REVED 56,679,024 2512 | 5103898 801,207 Rt W4T I
164002
SEGMENT RESTILT 6393127 16,637 ATl L EELT) (944671 528,758
FALLOCATED EXPE
ALLOCATED RE CH4,87 1
FROFIT FROM ORDINARY
ACTINITIES BEFORE INCOME TAR 2,120,857
[HCOME TAX E3 EREFRLIN
FROETT FROM ORDINARY 5368345
ACTL AFTER INCOME TAX
» s |
g T ASSETS S2HIDZ00 2271850 1,835, (22 14402 L1957 548) 56,018,400
28,334,720 779,050
— e swarze | 00T 16 g 1549044 N
SEGMENT 1AABILITIES 823,126 1,415,458 {18,603, 5653 T3OSE15
S AT LR AACHEEES AT 24, |24 6,114 v e
DEPRECIATION & AMORTISATION 24124 s9.00m 56,119 19,252 92766 .y NFEEE
25200
ACQUISITION OF NON CURRENT _ I
SEGMENT ASSETS 1016045 T &3t 547,063 5 07088




@iThe pricing of intersegment transacticns is a3t rates comparative with amounts charged to parties
cutside the sconomic entity after talking into agcoount the value and fterms of these transactions.

Comments by Directors

Sales Revenue and Profit

Improved sales performance in the USA and the addition of two newly acquired businesses in the East
Coast, USA and Canada in March 2005 contributed towards Waterco achieving record total sales of
$81 million, up 10 per cent, reflecting the group’s stronger global operations. Overseas revenue was

32 per cent of total sales, compared with 26 per cent the previous year.

A profit after tax of $4.18 million was disappointing, affected by three factors: an unrealized foreign
exchange loss, restructuring costs in the United Kingdom and non-recognition of the profit from the

sale of a property.

Excluding the foreign exchange loss, the EBIT (earnings before interest and tax) margin on sales was
10.2 per cent, compares with 10.6 per cent in 2004. If we exclude and the loss in the United Kingdom

as well, the EBIT margin on sales would have been 12.51 per cent.

Your directors have declared a final dividend of 9.0 cents per share fully franked payable to
shareholders on 8% November, 2005. This brings total dividends for the year to 16.0 cents per share,

compared with 15 cents per share in the prior year.

Increasing an International Focus

In March 2005, Waterco strengthened its North American presence and expanded its product range
through the acquisitions of the business assets of Focus Temp International Inc., the Canadian market
leader for swimming pool heat pumps, and Baker Hydro Filtrations Inc., a United States producer of
filtration and water treatment products. The combined purchase price for both businesses was $9.7

million.

These acquisitions complemented Waterco's existing sales and distribution operations on the West
Coast of the United States and increased our North American sales. As a result of the Baker Hydro

purchase, Waterco acquired a factory in Augusta, Georgia, which also provided an assembly plant for
3



pumps and commercial filters. This enhanced distribution of Waterco products on the East Coast.
The purchase of Focus Temp’s operations at St-Hyacinthe, Quebec provided Waterco with an

operational base in Canada.

Focus Temp International was a Quebec-based designer, manufacturer and marketer of highly energy-
efficient swimming pool heat pumps, complementing Waterco’s existing solar heating division. The
acquisition of this business came with a dominant market share in Canada, and a growing presence in
both the United States and International markets, including Europe, for this product. The strong
dealer network will help introduce our other products into the Canadian market and other markets

that Focus Temp had a presence in.

The heat pumps are suitable for above ground and in-ground swimming pools as well as spas and
have low operating costs. Heat pumps are used outside the swimming pool industry to heat water at
an economical rate, lower than conventional methods using oil and gas, the prices of which are
currently at record highs. Heat pumps are used where solar heating is not practical, or as back-up

heating when solar energy is low.

Baker Hydro Filtrations has more than 50 years’ experience in filtration and water treatment, and is
well known in the United States and International swimming pool industries. Baker Hydro
manufactures and markets cartridge and sand filtration systems used in agriculture, aquaculture,
industrial and recreational markets, including wastewater treatment and recycling. As part of the

acquisition, Waterco owns eight acres of land and a 25,200 square foot factory at Augusta, Gieorgia.

The acquisition of Baker Hydro Filtrations Inc was completed on 4* March 2005 and the acquisition of
Focus Temp International Inc was completed on the 17% March 2005 . These acquisitions increased
Waterco's global footprint and shortened supply lines and delivery times. They will help us achieve
critical mass in the key North American market, with both Baker Hydro’s and Focus Temp's
distribution networks to increase sales of both their and Waterco products, and build brand

awareness.

The acquisitions were funded by working capital, augmented by additional banking facilities. The



company’s gearing increased to approximately 55 per cent and was reduced back to 47 per cent with

the sale of the property at Bankstown, Sydney.

Manufacturing Capability

Construction of the company’s manufacturing plant in China has commenced. The building has been
extended to 12,000 square metres, and will be completed in mid-2006, six months later than expected.
Construction of the 18,000 square metre manufacturing facility in Malaysia is scheduled for

completion by end-2005.

While these facilities are being built, Waterco has rented premises to handle increased production.
When complete, these facilities will lead to lower production costs and enable Waterco to compete

more effectively in the North American and European markets.

Waterco is continuing research and development to broaden and diversify the use of products for

walter freatment, inciuding commercial water treatment and G'reywater recycling.

On a group basis, research and development costs reached a record level of $886,093.

Australian and New Zealand Operations

QOur Australian operations produced a steady result. Chemical sales were soft while equipment sales,
with their higher margins, were stable, providing a satisfactory result for the year. New stores added
to the franchising division during the year will underpin growth of the Australian business. There are

now 56 Swimart Stores in Australia and 4 in New Zealand.

The company improved its margin in New Zealand and reduced expenses, returning the division to
profit. This was an acceptable result following a difficult year of restructuring, and increased revenue

and profitability are expected in 2006.

Significant Items
Profit was affected by unrealized foreign exchange losses of $841,000 resulting from the impact of the

stronger Australian dollar on inter-company loans at balance date. This unrealized loss has no effect



on Waterco’s cash flow. If foreign exchange losses are excluded, the group’s after-tax profit would be

$5.02 miliion.

During the year, Waterco sold and leased back its Bankstown property to reduce its property portfolio
as well as to reduce its gearing. We had expected that the profit on the original cost of the property
would be recognised in the 2005 result. The capital gains of $1.8 million betore tax would have well
offset the unrealised foreign exchange losses. However, we had been recently advised that accounting
standards do not allow the recognition of a profit on original cost after there had been a prior

revaluation. The profit after tax is now retained in the asset revaluation reserve.

The United Kingdom business was restructured to focus on sales and marketing, and manufacturing
operations were restricted to commercial filters and pump assembly. A decision was made to relocate
to reduce further the manufacturing activity during the last quarter of the financial year; new
computer facilities were put in place with an enhanced level of information systems. This led to a
further loss in the second half of the year with loss for the year being $1.3 million. A new Chief
Executive Officer was appointed in the last quarter of the financial year and, restructuring now

complete, the business” performance is expected to improve significantly.

Capital Raising

During the year, we raised $5.488 million {(before costs of the offer) through an equity placement to
professional investors to strengthen the company’s balance sheet and fund organic growth and
possible acquisitions. This helped to expand the shareholder base and increase share liquidity and, at

the right time, we will raise additional capital to fund turther growth in areas of water treatment.

Our Future
We have now completed restructuring of the United Kingdom operations and expect improved

performance.

With the acquisitions of two businesses in the North American markets and an improved brand

awareness, we expect sales there to reach $25 million.



All our businesses are sound, and our enlarged North American operations are exceeding our
expectations. We are therefore confident of achieving a net profit in 2005/06 higher than our record

$5.4 million in 2003/04, with group revenue reaching $95 million.



