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ECONOMIC ENTITY FINANCIAL HIGHLIGHTS

Operating revenue {$Million)

Sales revenue ($hMillion)

Earnings Before Interest
and Tax {EBIT)

EBIT / Sales Revenue

Profit from ordinary
aclivities before income tax

Net profit atfributable to
Members of the Parent Entity

Total assets ($Million)

Equity

Basic Earnings per share

Dividend per share

Net Tangible Assets per share

2006

86.23

80.96

7,450,833

8.2%

6,208,660

4,175,881

73.10

38,777,606

18.1cents

t6.0cents

$1.54

2004

1447

13.77

8,059,763

10.63%

1,120,887

5,413,954

56.02

32,859,587

26.7Tcents

15.0 cenis

$1.54

2003

7148

689.67

8,510,696

9.35%

5,310,035

3.898,964

4711

21,328,398

206 cents

13.0 cents

$1.11

2002

81.01

58.48

2,998,278

5.04%

1,795,746

1,184,837

47.18

20,560,830

6.3 cents

11.0 cents

$1.06

2001

56.19

5563

4,984 100

8.98%

3,765 014

2613216

4455

21,628,021

14.2 cents

$1.0 cents

$1.13

2000

48.58

4522

5,458,660

12.07%

4,740,566

3.212.667

35.61

19,270,278

17 8 cents

10.0 cents

$1.04

1999

4198

407

4415766

10.85%

3,795,268

2,628,224

31.30

17,466,867

15.4 cents

9.0 cents

94 4 cants



CHIEF EXECUTIVE OFFICER’S REVIEW OF OPERATIONS

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 fotal sales,
compared with 26 per cent the previous year.

A profit after ax of $4.18 million was disappoiniing, affecied by three factors: an unrealized foreign exchange
loss, restructuring costs in the United Kingdam and nan-recagnition of the profit from the sale of a property.

Exciuding the foreign exchange loss, the EBIT {earnings before interest and tax) margin on sales was 10.2 per
ceni, 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"
Navember, 2005. This brings total dividends for the year to 16.0 cenis per share, compared with 15 cents per
share in the pricr year.

increasing an international Focus

In March 2005, Waterco strengthened H#s North American presence and expanded its product range through the
acquisitions ¢f the business asseis 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
producis. The combined purchase price for both businesses was §2.7 million.

These acaussitions 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 & factory in Augusta, Georgia, which alse provided an assembiy plant for pumps and commercial
filters. This enhanced distribution of Waterco preducts 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 Iniemnational was & Quebec-based designer, manufacturer and marketer of highly energy-efficient
swimming poal heat pumps, compiementing YWaterca's existing sclar 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 Eurape, for this product. The sirong dealer network will help intreduce our other
producis into the Canadian market and other markets that Focus Temp had a presencein.



The heat pumps are suiiable for above ground and in-ground swimming pools as well as spas and have low
operating costs. Heal pumps are used outside the swimming pool industry to heat water at an economical rate,
lower than conventional methods using cil 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 Hydre Filtrations has more than 50 years’ experience in filiration and water treatment, and is well known
in the United Staies and International swimming pool industiies. Baker Hydro manufactures and markels
carfridge and sand filtration systems used in agricuiture, aquaculture, industrial and recreational markets,
including wastewater treatment and racycling. As part of the acquisition, Waterco owns eight acres of land and a
25,200 square foot factory at Augusta, Georgia.

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 giobal
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 neiworks fo 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 meifres, and will be compieted in mid-20086, six months later than expected. Construction of
the 18,000 square metre manufacturing facility in Malaysia is scheduled for compietion by end-2005.

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

the Norih American and Ewropean markets.

Waterco is continuing research and development to broaden and diversify the use of producis for water
freatment, including commercial water treatment and Greywater recycling.

On a group basis, research and development costs reached a record level of $886,003.

Australian and New Zealand Operations



Gur Ausiralian 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, reiurning the division to prefit. This
was an accepiable result following a difficult year of restructuring, and increased revenue and profiiability are
expected in 2006.

Significant ltemns

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 Walerco's cash
flow. if foreign exchange losses are excluded, the group's after-tax profit would be $5.02 miilion.

Curing the year, Waterco sold and leased back its Bankstown property to reduce its property portfolio as well as
1o 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 millien before tax wouid have well offset the unrealized foreign
exchange losses. However, we had been recently advised that accouniing standards do not allow the
recognition of a profit on original cost afier there had been a prior revaluation. The profit after tax is now
retained in the company’s asset revaluation reserve.

The United Kingdom business was restruciured to focus on sales and marketing, and manufacturing operations
were restricted te commercial filters and pusmp assembly. A decision was made 1o relocate to reduce further the
manufacturing activity duging 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 quarier of the financial year
and, resiructuring now complete, the business’ performance is expecied fo improve significantly.

Capital Raising

Curing the year, we raised $5.488 miillion (before costs of the offer) through an equity placement o professional
investors to strengthen the company’s balance sheet and fund organic growth and possible acquisitions. This
heiped o expand the shareholder base and increase share Hquidity and, at the right time, we will raise additional
capital to fund further growth in areas of water treatment.

Our Future



We have now comypleted restructuring of the United Kingdem operations and expect improved perfermance.

With the acquisitions of two businesses in the North American markets and animproved brand awareness, we
expect sales there to reach 325 million.

All our businesses are scund, and our enlarged North American operations are exceeding cur 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.



BOARD OF DIRECTORS

Soon Sinn Gok ~ FCPA
Chairman/CEO

Mr Goh is the founder of Waterco Limited. He has been a member of the Board since the Company’s
incorporation in February, 1981. Prigr o the inception of Waterco, he was the Managing Director of a company
specialising in the construction of water and sewage treatment facilities. His extensive experience in the water
treatment industry is insirumental 1o the success of Waterco.

He held no other listed company directorships during the past three financial years.

Bruce Leitch
Marketing/Sales Director

Mr Leitch was appointed to the Board in November 1992. He has a strong background in sales and marketing in
both Australia and overseas. He has twenty five vears’ experience in the pool industry, eighteen of them with
Watercoe. Mr Leitch has overall responsibility for group sales throughout Australia, New Zealand and USA and is
alsc responsible for the growth and development of the Swimart franchising and Zane solar pool heating
businesses.

He held no other listed company directorships during the past three financial years.

Garry Norman ~- B COM CA
Non-Executive Director

Mr Norman was appointed to the Board as a non exgcutive director in October 1993, He is the principal of the
chartered accountancy firm G R Norman and Co. He has a solid background in accountancy, having worked for
fourteen years with Duesburys Chartered Accountants, where prior 1o his departure, in order to establish his
own firm, he was a manager of the Business Services Diision. He is the Chairman of the Audit Committee and
a member of the Remuneration Committee.

He held no other listed company directorships during the past three financial years.

Stuart Lloyd — FCA
Non-Executive Director

Mr Lloyd was appointed to the Board as a non executive director in November 1884, He is a Feliow of the
Insiitute of Chartered Accountants in Australia, and a member of CPA Australia. He is the Chairman of the
Remuneration Commiltee and a member of the Audit Committee. He has practised as a professional
accountant in his own firm since 1882, and is aiso a director of companies involved in [T Services and
Specialised Security and SmartCard Technologies.



Listed company directorships held during the past three financial years:
- Biometrics Limited from 31 March 2605 to 3 August 2005.
- Lloyd Cooper Associates Limited from 1 June 1882 to 31 July 2005,

Ben Hunt ~ PHD {(ANLU)
Non-Executive Director

Professor Hunt was appointed to the Board as a non executive director in June 1888. He is the Associate Dean
{Teaching & Learning} of the Faculty of Business and and an Associate Professor of Finance at the University of
Technolegy, Sydney {UT5). He has a doctorate from the Australian National University. in addition o his role as
a lecturer, teacher and administrater at UTS, Professor Hunt is a Director of Protango Computing, a
development house that specialises in financial software. Although Professer Hunt has written extensively an
Australian financial markets, his knowledge extends fo the South East Asian region. He is a regular presenter of
financial seminars in Hong Kong and Singapore for Euromoney. He is a member of the Audit Commitiee and of
the Remuneration Commiittee.

He held no other lisied company directorships during the past three financial years.



STATEMENT OF CORPORATE GOVERNANCE PRACTICES

This statement seis out the corporate governance practices that the Company had in place during the financial
year ended 30 June 2005.

In compliance with ASX Lisiing Rule 4.10, this statement:

. discloses the extent ta which the Company has followed the ASX Best Practice Recommendations during
the financial year; and

. identifies those recommendations that have not been fullowed, and the reascens for not following them.

As foreshadowed in last year's Annual Report, the Board and senior management have, during the course of
the financial year, faken time to review the Company's governance structures and policies in light of the ASX
Best Practice Recommendations. This process has resulted in the updating of some exisiing policies, and the
adoption and publication of new ones.

PRINCIPLE 1 — LAY SOLID FOUNDATIONS FOR MANAGEMENT AND CVERSIGHT
Role of the Board

The Board oversees the business and operaticns of the Company directly or through its committees with
particular focus on and responsibility for:

developing and approving strategies designed to ensure the controlled growth and success of the entity;
. the monitoring of senior management's strategy implementation and performancs;

. ensuring that the necessary resources are available to aliow effective strategy implementation by senior
management;

. monitaring of the Company's control and accountability systems;

. reviewing and adopting annual budgets for the financial performance of the Company and moniioring the
resuits on a regular basis;

. monitaring and approving any other necessary reporting, financial or otherwise;

. ensuring that the Company has implemented adequate systems of internal controls and risk management
straiegies together with appropriate monitering of compliance activities; and

. approving and monitoering fundamental areas of the Company'’s financial operation, including major capital
expenditure and capital management.



Some responsibilities and authorities have been delegated to senior managementi for the purposes of operating
the Company's day to day activilies.

I accordance with the ASX Best Practice Recommendations, some fugther responsibilities have been delegated
fo the Company's committees. Satisfaction of these responsibiliies is monitored by the Board by way of
esiablished lines of communication between the Board and the commitiees.

Curing the year the Board discussed and on 31 March 2005 adopted a Board Charer which reflects these
principles and deals with other maiters relating to the Company's Board siructure. This Board Charter is
published on the Company's website www waterco comau.

PRINCIPLE 2 - STRUCTURE THE BOARD TO ADD VALUE
Board Composition

The Board of Directors comprises of an Executive Chairman who is aisc the Chief Executive Officer, an
Executive Director and three Non-Execuiive Directors. The Board views each of the three Non-Executive
Cirectors as being independent.

The Board's membership is reviewed periodically as deemed necessary to ensure that it mainiains an
appropriate mix of skills, qualifications and experience. At each Annual General Meeting one third of the
Cirectors {excluding the Chief Executive Officer) and any director appeinted to fill & casual vacancy during the
previous year must retire but may siand for re-election.

The Board has adopted the principle that it will comprise at least five directors at any time, and will maintain a
majority of Non-Executive (and, where possible, independent) Directors.

A policy setting cut the details of the selection and appointment process for new directors of the Company was
prepared during the course of the financial year and adopted by the Board on 12 May 2005. This policy is
published on the Company's wehsite.

Directors

The names of the directors in office during and since the end of the financial year are:
. Soon Sinn Goh

. Bruce Leiich

. Garry Norman

. Stuart Lloyd

. Ben Hunt
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All Directors have been in office since the start of the financial year.

The details of the directors’ qualifications and experience are included in the Board of Directors section of the
Company's annuai report.

independent Directors

A majority of the Board — Garry Norman, Ben Hunt, and Stuart Lloyd - are independent direciors, taking inta
account the guidelines set out in Bax 2.1 in Principle 2 of the ASX Guidelines.

The Company's materiality threshold for assessing the materiality of directors’ ¢ther relationships with the
Company is conducted on a case by case basis by the Board. VWhere an entity associated with a Director
provides services to the Company, the Board uses a threshold of $106,000 in fees in a financial vear as a
guideline. However the Board does not follow an inflexible set of criteria, but considers whether the relationship
in question is one reasonably likely to interfere with that director's independent iudgemeni. Although the ASX
Guidelines identify longevity of appointment as potentially affecting a director's independence, the Board does
not believe that this is a relevant cancern for any of the three Non-Executive directors. Further details as to how
the Board assesses independence can be found in the Board Charter published on the Company's website.

The Company's directors have the right to seek independent legal and other professional advice at the
Company's expense concerning any aspect of the Company's operations or undertakings in order to fulfii their
duties and responsibilities as directors. This right is subject o prior approval of the Chairman. In the light of the
fact that all directors are aware of this righi, the Board is of the opinion that a more formal procedure for
direciors o seek independent legal advice need not be established &t this time.

Chairperson of the Board

The roles of Chairperson and Chief Executive Officer are both heid by Mr Goh. The Board believes that My Goh
brings a vital leve! of experience both in relation to the industry and the operations of Waterco itself to both of
these roles. Also, as the major shareholder of Waterco, Mr Goh'’s commitment to the success of Waterco is
unquestionable. Therefore i is the Beard's opinion that it is appropriate in the Company's circumstances that the
two roles be combined. With three of the Board's five Directors being independent, and with Independent
Cirectors chairing the Audit and the Remuneration Committees, the Board is also of the opinian that it is not
necessary that the office of Chairperson be held by an independent director.

Nomination Commitiee

The Company has not established a Nomination Committee. The ASX Guidelines acknowledge that such
committees are more appropriate in large companies. The Board is of the opinion that it s appropriate in a
company the size of Waterce for the Board as a whole to fulfil this role.

PRINCIPLE 3 - PROMOTE ETHICAL DECISION MAKING
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Buring the financial year the Board discussed and on 31 March 2005 adopted a code of conduct for directors
and employees that addresses the issues referred o in Box 3.1 in Principle 3. The Company has published this
code on its website. [n addition o the code of conduct:

. there is a published policy within the organisation an accepiing gifts,

. employees' letters of appoiniment emphasise their obligations io protect the Company's confidential
information, not o misuse Company property, to act responsibly in matters of health and safely and to
canduct themseives ethically and lawfully,

. the Company's audit commiitee has responsibilidy for encouraging the reporting by employees of matters
of concern; and

. these matters are reinforced in the Company's induction processes for employees.

The Board finalised the Company’s draft share trading policy, referred to in last year's report, and adopted i on
31 March 2005. This policy is entitled "Staff and Officer Trading Policy™ and is published on the Company's
website.

PRINCIPLE 4 - SAFEGUARD INTEGRITY IN FINANCIAL REPORTING
CEGICFO Signoffs

At the Board meeting at which the 2005 financial reports were approved, the Chief Executive Officer and Chief
Financial Officer advised the Board in writing that they were satisfied that:

. the Company's financial reports presenied a true and fair view, in all material respects, of the Company's
financial condition and the operational resulis and that they had been prepared in accordance with the
relevant accounting standards,; and

. the Company's financial reporis were founded on a system of risk management and internal compliance
and control which implements the policies adopted by the Board, and that this system is operating
efficiently and effectively in all material respects.

Audit Committee

The Audit Committee operates under the Audit Committee Charter which was revised by the Audit Committee
and Board duwring the year. The revised version was adopted on 12 May 2005 and is published on the
Company's website.

The role of the Audit Committee is to oversee the exisience and mainienance of internal conirols, accounting
systems, and the financial reporting process. The Committee also nominates external auditors, reviews existing
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audit arrangements and co-ordinates external and internal auditing functions. in addiion, the audit committee
examines any other matiers referred to it by the Board.

Throughout the last financial year {and to the date of this report) the Audd Committee consisted of three
independent directors, and was headed by an independent chairperson not holding the position of chairpersan
of the board.

The members of the Audit Committee during the last financial year were:
. Garry Norman - Chairman

. Stuart Lloyd

. Ben Hunt

The number of Audit Committes meetings and details of Committee members' attendance are included in the
Directors’ Report.

PRINCIPLE 5 - MAKE TIMELY AND BALANCED DISCLOSURE

The Board foermalised the Company's continuous discloswre systems by adopting & written poticy on 31 March
2005 and this policy is published on its website. This policy sets out the rules and responsibilities for YWaterco's
officers and emplayees in prometing timely and balanced disclosure of all material matiers concerning the
Company.

As detailed in the continucus disclosure policy, the Board has delegated responsibility for compliance with
disclosure requirements to the company secreiaries, who work in conjunction with the company's senicr
management to ensure ASX Listing Rule disclosure requirements are satisfied.

The company secretaries are required to:

. keep themself informed and up to date regarding the type of information that must be disclosed;
. notify the senior management of any develepments in disclosure requirements;

. promote an understanding of disclosure requirements within the company;

. monitor and nole compliance with disclosure requirements;

. monitar and review the safeguarding of company information fo avoid premature disclosure;

. monitar andfor manage external communication lines such as media releases and shareholder queries.

13



The Board undertakes to provide the company secretaries and senior management with the necessary
resources to allow all disclosure requirements are met in a timely and baianced fashion.

PRINCIPLE 6 — RESPECT THE RIGHTS OF SHAREHOLDERS

The Board adepted a communications strategy entitled "Shareholder Communication Policy” on 31 March 2005
and this is published on its website. This policy details the mechanisms in place to ensure that the rights of
sharehoiders are respected and to faciiitate the effective exercise of those rights.

The board requests that the external auditor attend the annual general meeting for the purpose of answering
shareholder questions regarding the conduct of the audit and the preparation and content of the audit report,
and will facilitate the rights of shareholders, introduced by the CLERP 2 amendments, to ask certain questions
of the auditor in writing in advance of the AGM.

PRINCIPLE 7 - RECOGNISE AND MANAGE RISK

The Board is continuing to wark on formalising the Company’s Risk Management Policy bui the basic principles
are summarised and published on the Company's website "Summary of Risk Management Policy”. This
summary was approved by the Board on 12 May 2005.

PRINCIPLE 8 - ENCOURAGE ENHANCED PERFORMANCE

The Board is committed to an ongeing internal process of perfermance evaluation of the Beoard, its commitices,
individual directors and key executives o ensure the diligent and effective discharge of responsibilities and a
consistent mindset of improving corporate governance practices.

A draft Induction Policy for New Executives and Directors and a draft Board Perfermance Evaluation Policy have
been discussed by the Board during the course of the financial year.

These two policies are currently awaiting Board approval. The Board Performance Evaluation Policy will be
published on the Company's website once it has been adopied.

PRINCIPLE 9 - REMUNERATE FAIRLY AND RESPONSIBLY
Remuneration of Directors and Key Executives

The Beard continued to review the draft remuneration palicy during the financial year.

14



The company's revised remuneration policy was approved by the board on 24 August 2005.

In constructing, reviewing and determining the remuneration policy for executive directors and the senior

executive team, the Remuneration Commiitee has considered a number of factors including:

the imporiance of attracting, retaining and motivating management of the appropriate calibre to further the
success of the business;

linking pay to performance by rewarding effective individual achievement as well as business performance;
and

the mix within the package which is designed to align personal reward with shareholder value over both
the short and long term.

The executive directors' and the senior executive team's packages consist of & number of components:

salary

short term incentives, combined with the ability to apply cash bonuses towards the acquisition of shares,
with the company contributing proportionately on a 1 for 2 basis towards the acquisition of additional
shares

long term incentives (in the case of the CEQ, via the CEG Share Plan)

benefits

Cetails of directors' remuneration, and remuneration of the Company's 5 highest paid (non-director} executives

are coniained in the Remuneration Report.

The Company's remuneration policy, the essential elements of which have been in operation throughout the

Financial Year, is founded upon the following obiectives:

ensuring a direct link between remuneration and corporate performance. Key performance indicators will
apply to deliver results te the Company;

making remuneration decisions that are appropriately balanced between market factors, organisational
factors and individual factors;

ensuring that remuneration is linked to the creation of value to shareholders;
ensuring that both financial and non-financial performance are rewarded; and

integraiing remuneration principles into the performance management system

15



This remuneration structure is intended to deliver the foliowing outcomes, identified in the 1FSA Executive Share
and Option Scheme Guidelines:

. ensuring that total remuneration is reasonable, taking info account the responsibilities and commitments of
the executive;

. aligning executives’ interests with those of Shareholders, by setting benchmarks based on improved
Company performances. The CEO Share Plan, approved in November 2003, contains performance
hurdles based on improved Company performance. Depending on the extent to which those hurdles are
met, the CEO may be entitled 1o access none, some, or all of the shares allocated 1o him under the Plas.

. ensuring that the number of shares or options issued under incentive schemes are a reasonable propoition
of totai issued capital;, and

. ensuring that shareholders undersiand the costs and benefits of the remuneration.
Remuneration Committee

The Remuneration Commitiee is responsible for making recommendations to the Board of Directors on
remuneration packages and policies for the Executive Directors and the executive team. The Remuneration
Committee Charter (which had exisied in draft form since August 2003) was finalised by the Board on 23 June
2005 and is published on the Company's website.

Throughout the last financial year {and to the date of this report), the Remuneration Committee consisted of
three independent directors, and was headed by an independent chairperson not holding the position of
chairperson of the board.

The members of the Remuneration Committee during the year were:
. Stuart Lloyd — Chairman

. Garry Norman

. Ben Hunt

The number of Remuneration Commitiee meetings and details of Committee members’ attendance are included
in the Directors' Report.

Remuneration of non-executive directors

Remuneration of the Company's nan-executive direciors is determined by the Waterco Board itself, upon receipt
of advice from external consulianis. No equity-based remuneration was offered to non-executive directors in the
financial year just ended, nor is there any proposal to do so this year. Non-executive directors are not entitled to
any retirement benefits other than statutery superannuation.

16



Equity-Based Remuneration

Curing the last financial year, shares were offered, bought or issued to executive directars and senior executives
under:

= the "Exempt” and "Deferred” plans, which commenced in 1 July 02 and continued o operate throughout
the financial year just ended. All employees, including executive directors are eligible o participate.
However Executive Directors are not entitled o the additional contribution made by the Company where
employees salary sacrifice to acquire shares; and

= the CEQ Share Plan.

All awards and issues of shares were within the thresholds set out in the relevani shareholder approvals.
Details of the value of shares offered, bought or issued are included in the Remuneration Report.

PRINCIPLE 10 - RECOGNISE THE LEGITIMATE INTERESTS OF STAKEHOLDERS

The Company has published its code of conduct in relation to the Company's compliance with its legal and other
obligations to its legitimaie stakeholders on its website. As suggested by the ASX Besi Praciice
Recommendations, the Board adopted a single code of conduct on 31 March 2005 to address the matters
covered by bath principie 3 and principle 10.

17



DIRECTORS’ REPORT

Your directors present their report an the company and its controlied eniities for the financial year ended 30
June 2005.

DIRECTORS
The names of directars in office during or since the end of the financial year are:

Soon Sinn Geh
Bruce Leitch
Garry Narman
Stuart Lloyd
Ben Hunt

Cirectors have been in office since the start of the financial year unless otherwise siaied.

For details of the directors’ qualifications and experience, refer to the Board of Directors which is to be read as
part of this report.

COMPANY SECRETARIES
The following persons held the position of joint company secretary at the end of the financial year:

Bee Hong Leo

Mrs Leo was appointed Company Secretary on 3 March 1983. She has been employed by Waterco since
March 1981 performing management roles in the administration, payroll and legal divisions.

Gerard Doumit CPA

Mr Doumit was appointed Company Secretary on 22 July 1991, He joined Waterco on & January 1987 as an
accountant and is currently the Chief Accountan¥CFQO and Joint Company Secretary.

PRINCIPAL ACTIVITIES
The principal activities of the economic entity during the financial year were:

" Wholesale, export and manufaciure of equipment and accessories in the swimming pool, spa pool, spa
baths, rural pumps and water treatment industries;

. Manufacture and sale of solar heating sysiems for swimming peols and pre-heat industrial solar systems;

" Franchise of retail outlets for swimming pool equipment and accessories.

18



" Pack and distribute swimming pool chemicais to pool shops, supermarket and hardware chains.

CONSOLIDATED RESULTS
The consalidated resudt for the year in review was a profit of $4,175,881

DIVIDENDS
Cividends paid or declared for payment are as follows:

Final ordinary dividend of 9 cenis per share
paid on 8 November 2004 as recommended
in last year's report %1,879,618

Interim ordinary dividend of 7 cenis per
share paid on & May 2005 $1.581.976

Final ardinary dividend of & cents per
share declared by the directors to be paid
ont 8 November 2005 2,033,069

All dividends paid or declared since the end of the previcus financial year were fully franked.

REVIEW OF OPERATIONS

A review of operations of the economic entity during the financial year and of the results of those operations
together with likely developments in the operations of the economic entity and the expected resulis of those
operations are set out in the Chief Executive Officer's Review of Operations.

FINANCIAL POSITION
The net assels of the economic eniity have increased by $4.413 million from $32.96m in June 2004 o $37.373

million in June 2005.

The change has largely resulied from:

= Shares issued in December 2004 of $5.308m less the

= Downward movement in reserves of $1.579m (asset revaiuation $0.831m and foreign currency
translation $0.748m) and

= Movement in profits (less dividends) of $6.714m.
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The group’s working capital being current assets less current liabilities improved from $21.456 millon in 2004 1o
$32.865 million in 2005.

The economic entity's strong financial posilion has enabled it to purchase two businesses in North America
costing $8.7million and at the same time commence construction on a new building in Malaysia to expand its
manufaciuring base for future growth.

The directors believe the group is in & strong and stable financial posifion to expand and grow its current
operations.

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS
The foliowing significant changes in the state of affairs of the parent entity occurred during the financial
year:

. On 15 November 2004 the company issued 1,715,000 ordinary shares at $3.20 each by way of placement
to fund the new manufacturing and office facilities in Guangzhou, China and in Malaysia.

" On 28 November 2004, Waterco C Ltd allotted 1 miliion shares at RMB 8.2763 {$A1.27) to Waterco Ltd.
The purpose of the funds was o parily pay for the construction of a new building in China.

. In March 2005, Waterco USA Inc acquired the assets of Baker Hydro Filirations Inc (a fifter manufacturing
business based in Georgia, USA) for $A2.97m (including a property).

" Also in March 2005, Waterco Canada Inc was set up fo acquire the assets of Focus Temp International
(g heat pump manufaciuring business based in Quebec, Canada) for $A8.74m. On 16 March 2005,
Whaterco Canada Inc aliotted 1.25 million shares at 3CAD1.00 ($A1.05) to Waterco Lid. On 30 June 2005
Waterco Canada inc allotted another 1.25 million shares at $CAD 1.00 {($§A1.0717) to Waterco Lid.

The directors are not aware of any other significant changes in the state of affairs of the economic entity that
occurred during the financial year which have not heen covered elsewhere in this report.

AFTER BALANCE DATE EVENTS

No matters or circumstances have arisen since the end of the financial year which significantly affected or may
significanily affect the operations of the ecanomic entity, the results of those operations, or the state of affairs of
the economic entity in future financiai years.

LIKELY DEVELOPMENTS
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Information as to likely developments in the operations of the economic entity are included in the Chief
Executive Officer's Review of Operations. Other possible developments have not been included in this report as
such inclusions would, in the apinion of the directors, prejudice the interests of the economic entity.

ENVIRONMENTAL 1SSUES

The entity's operations are subject to some environmental regulations, particularly with regard io the storage of
chemicals and waste management. The consclidated entity has adequate systems in place for the management
of its environmental requirements. The directors are not aware of any breaches of the environmental regulation
during the financial year.

MEETINGS OF DIRECTORS
During the financial year, 22 meetings of directors {including Audit and Remuneration Committees) were held.
Attendees were:

Cirector Directors’ Meeting Audit Cammittee Meeting Remuneration Committee
Meeting
Number Number Number Number Number Number
Eligible Attended Eligible Attended Eligible Attended
To Attend To Altend To Attend
Soon Sinn 5 5 - - e -
Goh

Bruce Leitch
Garry Norman
Stuart Lloyd
Ben Hunt

thoninin
(S A S

SHARE OPTIONS
There are na aptions outsianding at the date of this report.  No new option was granted during or since the end
of the financial year.

REMUNERATYION REPORY

1.  Remuneration Committee
The remuneration commitiee operates under the delegated authority of Waterca's board of directors. The

committee’s charier is available on Walerco's internet sifte at www.walerco.com

The committee is comprised solely of independent non-executive direciors. Its members throughout

financiat year 2005 were:
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= Stuart Lloyd {Chair}
= Garry Norman
= Ben Hunt

The committee met nine times during the year, with Stuart Lloyd and Ben Hunt attending each meeting.

Garry Norman attended eight meetings during the year.

The committee’s primary responsibility is o assist the board in fulfiling its corporate governance

responsibilities with respect to:

= Waterco being able to attraci and reiain execulives and directors who will create value for
sharehoiders and who will support the Waterco mission.

= Waterco fairly and responsibly rewarding executives and directors having regard to the inferests of
shareholders, the performance of the company, the performance of the executive and director and
the employment market conditions.

The committee has the resources and authority appropriaie to discharge #s duties and responsibilities,
including the authority to engage exiernal professicnals, on terms it deiermines appropriaie, with the

approval of the Chairman of the Board.

Waterce has a number of external remuneration advisors whao are independent and engaged on the basis

of their competency in the relevani field. During the financial year, Waterco nor the committee engaged

any external advisors on matters relating to remuneration.

Remuneration Principles

The Committee recognises that Waterco operates in a global environment and that s performance
depends on the quality of ifs people. To successfully achieve its financial and operating objectives,
Waterco must be able to attract, retain and mativate highly skilled executives dedicated to the interests of
its shareholders.

Waterco's remuneration principles

= Competitive remuneration arrangements are provided to attract, retain and motivate execuiive talent.
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Rewards to execuiives are linked to the creation of value to shareholders.

Full iegal compliance and disclosure of executive remuneration.

The board and the committee also recognise that aithough remuneration is a maior factor in recruiting and

refaining highly talented and effective people, other factors play a substantial role including Waterco's

corporaie reputation, #s ethical culture, business values and its ability to provide interesting and

challenging career opporiunities.

Remuneration structure

Waterco's remuneralion structure comgprises policies and pragrams under 2 general elements:

A fixed remuneration component consisting of base salary which executives may “salary sacrifice”
and other benefits;

A variable or "af risk” component consisting of an annual short term incentive plan for executives and
a long term incentive pian for the CEQ, which is tied to performance and is at risk, depending upon
performance.

The iotal reward produces an appropriate mix of fixed remuneration with short and long term incentive

opportunities

3.1

3.2

Fixed remuneration

The committee reviews the fixed remuneration levels of the CEO and executive directors. The CEO
determines the executives fixed remuneration which is then reviewed by the committee. Fixed
remuneration for the CEQG, executive directors and executives is reviewed annually and is
determined by reference to appropriate benchmark information of comparable companies, taking into
account the executive's responsibility, performance, qualifications, experience and polential.

Variable Remuneration
The commiitee and the board believe that well designed and managed short term and leng term
incentive plans are important elements of employee remuneration, providing tangible incentives for

empioyees 10 strive to improve Waterco's performance both in the short term and long term for the
benefit of sharehoiders.
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The proportions of total remuneration which may be received in variable form varies between senior
Waterco managers and takes into accousst individuals’ responsibilities, performance and experience.
All variable remuneration ig tied to perfermance.

3.2.1 Short term incentive plan (STI)

The STl plan is designed to directly link variable remuneration to financial performance and
to drive coniinuous performance improvement. The ST encourages participants to both
sustain and improve upon performance levels reached in the prior year. Since profit is
measured at the state/division level, each manager in Waterce has an incentive to
maximise the profit of their unit. The CEO does not participate in the STi plan.

Key components of the ST plan inciude:

= Performance measured through the generation of at least a 5% increase in gross
profit in sales over the prior year excluding any Australian acquisitions.

= The table sets out the structure of the incentive when a particular increase in gross
profit in sales is achieved:

incentive Points’
Minimum Achievement 5% 1
Achievable Gain 10% 5]
Good Achisvement 15% 11
A Super Year 20% 18

" Each incentive point is equal fo $1,000. For example: if the company was fo

achieve a gross profit in sales of 8% - this would be equivalent to $4,000.

= Any achievement exceeding 20% may be carried forward to the following vear.

= Payment of the incentive is made in December each year to eligible executives who
are employed as at the date of payment.

3.2.2 Long term incentive plan {LT})
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The CEO has as part of his remuneration package a performance-based compoenent, which
is governad by the CEO Share Plan which was approved at the Annuat General Meeting on
17 November 2003.

Cn 5 December 2003 the CEO was issued 500,000 shares at $2.35 each under the delayed
lean repayment terms of this plan. Under this plan the CEO is entitled to withdraw and deal
with these shares if the following criteria have been satisfied:

. Minimum Employment Period
The CEOC must continue to be employed as CEG of the company for 36 months
following the issue of the shares. If this is not satisfied, the CEQ will forfei the shares.

. Performance Hurdles
The company must meet the targeted eamings per share (EPS) growth as follows:

. growth in EPS of 15% each vear compounded over the Targeted EPS Pericd
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 & maximum of 100% of the shares; and

. growth in EPS of less than 15% per year compounded over the Targeted EPS
Pariod, which is 30 June 2003 to 30 June 2008, resulis in 0% of the shares
being available to be withdrawn from the plan.

To achieve the LT1 the EPS at 30 June 2006 must be 35.60 cents.

This loan is an interest chargeable loan and the amount of interest payable is equivalent to
the dividends paid on these shares. During the year a total of $80,000 in interest was
received on this loan.

The loan is repayable on the earlier of the date the Plan Shares are removed from the Plan
and 5 years from the date the shares are issued {4 December 2008).

3.3 Other benefits
Waterco provides senior executives with other benefits commoenly provided at their peer
management kevels. These benefits may include salary continuance and life cover and company

motor vehicles.

3.4 Employee share plans

25



Waterco operates 2 employee share plans.

The Waterco Exempt Employee Share Plan;
The Waterco Deferred Employee Share Plan.

All Australian employees are eligible to participate in only 1 plan simultanecusly.

3.4.1

3.4.2

Waterco Exempt Employee Share Plan

The Waterco Exempt Employee Share Plan, which commenced en 1 July 2002 is open to
all Australian employees who have been employed for at leasi one year.

Employees wishing to participate in this plan can salary sacrifice up 1o $500 and receive up
to $500 worth of matching shares from Walerco. These shares are purchased on-market.

Shares allotted under the Exempt Plan are ordinary shares, equivalent in alt respects to,
and ranking equally with, existing fully paid ordinary shares.

Shares aliotted under the Exempt Plan may not be disposed of before the earlier of the end
of three years after the time of acquisition of the shares, or when the participant ceases o
ke employed by any Waterco group company.

The CEO is noi eligible to participate in this Plan and the executive director is not eligible to
receive the $500 worth of matching shares if he participates in this plan by salary sacrifice.

Waterco Deferred Employee Share Plan
The Waterco Deferred Employee Share Plan, which commenced on 1 July 2002 enables
directors and employees of Waterco in Australia o purchase Waterco shares with pre-fax

remuneration or bonuses.

To be eligible to participate in the Waterco Deferred Plan Australian employees need to
have been employed for at least one year.

Eligible employees wishing to participate in this plan may annually acquire a parcel of

shares with @ minimum of $2,000 pre-tax remuneration and Waterco will provide maiching
shares up to a maximum of $1,666.60. These shares are purchased on-market.
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Employees cannot salary sacrifice below 30% of their fixed remuneration to acquire shares.

Shares allotted under the Deferred Plan are ordinary shares, equivalent in all respects to,
and ranking equally with, existing fully paid ordinary shares.

Shares allotted under the Deferred Plan may not be disposed of before the earlier of the
end of two years after the fiime of acaqudsition of the shares, or when the participant ceases
to be employed by any Waterco group company.

The CEO is not eligible to participate in this Plan and the executive director is not eligible to
receive the $1,000 warth of matching shares if he participate by way of salary sacrifice.

The tables below shows the movement during the reporting periad in the number of ordinary shares

in Waterco Ltd held directly, indirecily or beneficially by each Director and relevant Executive,

including their personally-related entities:

Parent entity directors’ ordinary sharehoidings

Directors' Balance Received as Options | Net change Balance

shareholdings 1 July 2004 remuneration exercised other 30 June 2005
Mr Soon Sinn Goh 10,585,377 - - 500,556 11,085 933
Mr Bruce Leitch 354 810 - - 81,590 416,200
Mr Garry Norman 85,000 - - 15,000 100,000
Mr Stuart Lioyd 85,000 - - - 86,000
Mr Ben Hunt 126,800 - - - 126,800
Parent entity senior executives’ ordinary sharehoidings

Senior executives’ Balance Received as Options | Net change Balance

shareholdings 1 July 2004 remuneration | exercised other 30 June 2005
iMr Sze Tin Lim 117.987 a34 - - 118,831
Financial Contratier
iMrs Bee Hong Leo 101,065 a3 - {8,540} 95,361
Joint Company Secretary
ir Gerard Doumit 88.518 279 - - 88,765
Chief Accountant / Joint
Company Secretary
Mr Peter Drummond 28,068 1,686 - - 29,764
NSW Branch Mgr /
GM, Chamicals
Wr Michael Lonton 24,000 - - - 24000
National Franchise Mgr
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4. Executive Service Contracts

All persons who are invited and agree 1o act as a Director of the Company, do so by a formal letter of
consent.

Director appointments to Beard Committees are by formal resclutions of the Board. In the past they have
not received formal letters of appointment to Committees, however such letters will be issued o new
appointess in the future.

Waterco has service contracts with each of the execuiives. These contracts are for an undefined term and

as such are capable of termination an reasanable notice. No termination payments are provided for under
these contracts.

5. Executive directors’

At the date of this repori there are 2 executive directors’

] Soon Sinn Goh - Chairman and CEQ;
= Bruce Leitch — Sales & Marketing Director.

The remuneration paid to the executive directors’ is set out in the following table.

Naon
Base Cash | Director's Super Incentives Cash
Name Year | Salary' | Bonus | Fees® | Contributions z Bengfits | ontions | Total
Mr Soon Sinn Goh 2005 221,185 - 80,000 18,000 16872 - - 315,857
Chairman & CEQ 2004 218,525 - 80,000 17,862 10,3649 13,149 4670 321575
Mr Bruce Leitch 2005 176,714 1 15000 - 12,150 3,140 24,048 - 225052
Executive Director 2004 170,224 - - 12,150 6,158 27,3289 - 215,881

Base salary includes any salary sacrifice amounts

incentives are made up of employee share plan benefils

Non cash benefits are made up of company vehicle benefits and salary continuance premiums

Director’s fees of $60,000 paid to Mr Soon Sinn Goh by a subsidiary, Waterco (Far East) Sdn Bhd.

There were 26 pay periods during the year {2004 : 27)
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Senior executives

The table below sets out remuneration details for the five most highly remunerated executives in the
parent entity.

Base Cash Superannuation Non Cash
Name Year Salary’ Bonus Contribulions Incentives? Benefits® Total

Mr Sze Tin Lim 2005 123,843 ¢ 10,000 11,880 3,842 8. 841 158,008
Financiat Controller 2004 124,020 - 11,028 5,848 10,275 150,972
Mrs Bee Hong Leo 2005 125002 ¢ 10,000 11,970 3,264 - 150,328
Joint Company Secretary 2004 123,850 - 11,028 5,068 - 136,747
Mr Gerard Doumit 2005 108,272 1 10,000 10,350 2,764 14,720 144,108
Chief Accountant / Joint 2004 105,626 - 9,346 4 569 14,9689 134,413
Company Secretary

Mr Peter Drummond 2005 101,000 7.500 9,765 3,264 18,297 136,828
NSW Branch Mgr/ 2004 101,769 - 9,158 8,871 23214 141,013
GM, Chemicals

Mr hMichael Lonton 2005 115,358 | 10,000 11,070 2,264 - 138,692
National Franchise Mgr 2004 116,790 - 9,807 5871 - 126,568

Base safary includes any salary sacrifice amounts.
incentives are made up of employee share plan benefits.
Non cash benefits are made up of company vehicle henefits, life insurance premiums and salary

continuance premiums.

There were 26 pay periods during the year (2004 : 27).

Non-Executive Directors

Fees for non-executive directors are based on the nature of their work and their responsibilities and the
board's policy is to remunerate non-executive directors at market rates for comparable companies.
independent external advice is sought when required. The maximum aggregate amount of fees that can
ke paid to non-executive directors is subject to approval by sharehalders at the Annual General Meeting.

The board approved an increase in base non-executive director fees o $42,000.00 from 28 June 2005.
The remuneration of non-executive directors is fixed. They do not participate in any incentive plans
available o executives.

Details of all fees paid o non-executive directers during year ended June 2005 is set out in the following
table.
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Director’s Superannuation
Name Year Fees' Contributions Options Total
Mr Garry Norman 2005 39,000 3,510 - 42 510
2004 36,000 3,240 487 39,707
Mr Stuart Lloyd 2005 39,000 3,510 - 42 510
2004 36,000 3,240 487 39,707
Mr Ben Hunt 2005 39,000 3,510 - 42 510
2004 36,000 3,240 487 39,797

' Director’s fees are paid by the parent entity.
DIRECTORS’ AND OFFICERS’ INDEMNIFICATION

During or since the financial year, the company has paid premiums fo insure all directors and officers
against liabilities for costs and expenses incurred by them in defending any legal proceedings arising
out of their conduct while acting in the capacity of director or officer of the company, other than conduct
involving a wilful breach of duty in relation to the company. In accordance with common commercial
practice, the insurance policy prohibifs disciosure of the nature of the liability insured against and the
amount of the premium.

The company has not otherwise, during or since the financial year, indemnified or agreed to indemnify
a director or officer of the company or any related body corporate against a liability incurred as an
officer.

DIRECTORS’ BENEFITS

No director has received or become entitied to receive, during or since the financial year, a benefit
because of a contract made by the parent entity, controlled entity, or a reiated body corporate with a
director, a firm of which a director is a member or an entity in which a director has a substantial
financial interest other than;

= Payments made by a confrolied entity to Goh Lai Huat & Sons Sdn Bhd for rental of warehouse
and offices by Waterco (Far East} Sdn Bhd of which Mr S S Goh is a director and shareholder.

=  Sales made and commissions paid by a controlied entity to Asiapools (M) Sdn Bhd of which Mr S
S Goh 8 a sharehoider.
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=  Payments made to Mint Holdings Pty Lid for rental of warehouses and offices of which Mr 8 S
Goh is a director and shareholder.

This statement excludes a benefit included in the aggregate amount of emoluments recsived or due
and receivable by directors and shown in the company’s accounts or the fixed salary of a full-time
employee of the parent entity, coniroiled entity or related body corporate.

PROCEEDINGS ON BEHALF OF COMPANY

No person has applied for ieave of Court to bring proceedings on behalf of the company or intervene in
any proceedings to which the company is a party for the purpose of taking responsibility on behalf of
the company for all or any part of those proceedings.

The company was not a party to any such proceedings during the year.

AUDITOR’S INDEPENDENCE DECLARATION

The auditor's independence declaration made under section 307C of the Corporations Act 2001 is included
helow.

Auditor's Indepanadence Declavation under Section 307c
of the Clorpornations Sael 2001 20 £lse dirveciors of
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Details of the amounts paid to the auditor of the company, Benileys MRI for audit services provided during the
year are set out in Note 3 to the financial statements.

Signed in accordance with a resolution of the Board of Directors:

LA~

SOON SINN GOH
Chairman

24 August 2005
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WATERCO LIMITED AND CONTROLLED ENTTTIES

STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2005

Note Eaonomic Entity Parent Entity
Ko. 2005 2004 2005 2004
$ $ § 5

The acconpanyizg

notes form part of these financial



WATERCO LIMITED AND CONTROLLED ENTITIES

STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2005

Note
Na.
Current Assets
Cash assets
Receivahlies &
Inventories 7
Other 8
Tobtal Current Assets
Non-Current Assets
Receivables G
Cther financial assetsii
Property, pilant
& agqulpment iz
Intangible assets 13
Leferred tax assets 14
Other 1h

Tobtal Non-Current Aszets

Tobtal Assets

Current Liabilities

Pavableas 1B
interest bearing
lighilities 17
Current tax

lizhilities IR
Provigions 15

Total Current Liabilities

Non-Current Liabilities
Pavableas 29
interest bearing

liabi
Leferred tax

lighilities 2z
Provigions 23

21

iries

Tobtal Non-Current
Ligbilities

Total Liabilities

Equity

Contributed equity 24
Eeserves 25
Retained profits 26

Parent entity intersst

Cutside equity
interest 33

Total BEguity

Egonomic Entity

2005
$

4,331,900
12,950, 626
26,117,714

23,029,374
2,196,870
612,234
38,167

2004
$

1,423,607
4,004,508
20,034, 306
£90, 304

31,163,223

1,181,525
1,574,591

Parent Entity

2005
§

3,201,851
4,065,310
12,950, 588

16%,959

g

22,569,630
1,924,950

17,289,502
310, 452
635,388

5,014,249

3,023,332
21,25%,907%

1,282,203
30,740

18,139,668
4,143,605
10,806,678

The accompanying notes form part of these financial statements.

o)

2004
§

161,326
4,315,673
11,272,461
444,043

18,139,668
4,594, 880
2,610,375



WATERCO LIMITED AND CONTROLLED ENTITTES

STATEMENT OF CASHFLOWS

FOR THE YEAR ENDED 30 JUNE 2005
Egonomic Entity

2005

8
Cash Flows from Operating Activities
Receipts from customars GE, 4373, 334
Pawvments to suppliers
and employess 75,794,087
Interest received 114, 9495
Other Inoome 239,186
Borrowing costs (1,244,273
Inoome Tax paid

Net cash provided by/ {used in)
cperating activitiesinote 38k

2004
$

840,985,404

63,156
487,467

[238,876)
(1,670,329

Parent
2005

Cash Flows from Investing

Activities

Dividends receilwved AL
Payment for property,

piant & aguipment (5,928, 980
Proceeds from sais of property,

Piant & aguipment 4,BHS, 340
Payment for businsss 1&g, 2149

inote 38dY (4, 8]
Prooesds from sais of business
{net of cash) {ncte 32800 3
Procesds from sais of investments
Payment for investments
Payments for intangiblies

=
i

Net cash provided by/ {used in)

investment activities (8,732,885}

(3,307,830

Cash Flows from Financing Actiwvities
broceeds from/ {repavment of}

borrowings B, 004, 685
Proceads from issue of shares 5,308, 350
Pavment of lease liabilities {205,033
ividends paid (5%, 485,01
fmployee share plan repayments 84, LEC
Loans to controlled entities

Net cash provided by/ jused in}
financing activities

Net increzse/ (decrease) in
cash held 5,378,407

Zash at beginning of the
Year 427,108

Effacts of exchange rate
changes on balance of cash
held in foreign currencies
2t The beginning of the year

ash at the end of the
year (Naote 32Bal

4,331, 200

[746,576)
3,341,230
11890, 390
(2,703,289
73,708

4, 060, 60D
5,308, 360
{255,032}

1,807,206

1290, 64%)

{238, 674}

2,201,851

Entity
2004
$

62,602,221

O D L)

{1, 0G0,C¢0Mm
3,141, 33C
(180, 330)

(2,673,005

3,754

(5, 080,072)

b, 081,842

The accompanying notes form part of these financial statements.
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WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JURE 2005

NOTHE 1: Statement of Significant Accounting Policies
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Class of Fixed Assets Deprec: Rate
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Leased plant and eguipment 13.0-20.00%
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WATERCO LIMITED AND CONTROLLED ENTITIES

ROTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JURE 2005
a. Leases

- i
?he intere;t components o
The fin
economic entity.
Lease payments for operating leases, where %uba antially
remain with the lesscr are charged as 1
*nﬁurred The leases are property leases

conditions dnd dve 11 subiject to renewal.

Contingent are guarantess diven by the head lessor (Waterco Lid or Swimart
Py Ltd} T b cased by or licensed franca ees. These are bhased on the rental
at tre b eginning of the lease adjusted for esstimated furure inflation movements and

tmable walue. Cost iz

'cdu ts dncludes direct

'xe” ovevﬁ ads.
z1

u’)

applied whereby income tfTax expense based on profit from
for any permanent ¢ifferences. Timing diffe: f which
accounting pericds in which irems of revenus zand expense
minati an ui dpLUUHt_ng profit and taxable income are brought
tax liability or an asset described as futurse

noome  tax dpplﬁCdb e Lo the p e

i1l he received or the

iiability will Dbecoms payab

zre not brought toe sccount unless the redl_gdL or the

i cnable doubt. The future income tax henefif in relation
recognised where the company is virtually certain of realisastion of
Waterco LLML ed  and its  wholly-owned Austrzlian  Subsidiars
congolidatable group for the purposes of the tax aong,l¢dation provisions
Incone Pax Assessment Act 1997, Iv is probakle  that the oup will ch
consolidare for tasx purposes , however as atr 30 June 20064, no d Faid
a8 to the effective date of tax conselidation. In the event that a decision iS T
congclidate , all or part of the deferred tax assels and ?iab*1+ties of oonsolt i
subgidiary members ss at the reporting date will hecome the deferred assets and
liazbilivies of Waterco Lid , exucept for deferred tax asssls rle cting certain carry
forward losgsses which will be lost to the group.
h. Foreign Currencies
Foreign currency fransactio to Australisn dollarsz at
ruling at the dates of thos AmqunL pava le and receiva
currency at bkalance date ar ila t a2
on  that date. Exchange
receivable are brought to
exchange rates change F'e
translated at the exchange r
of the oversess controlled
vear—-end rates and opera
gach month. Gains and losses
currency translation reserve.
i. Enmployee Benefits
Provision for employvee benefits, which incliude long service leave, and annual leave

¥

are computed to cover expected banefits at balance date. Employee benefits aupected fo
settled within one vyear together with benefits arizging from wages and szlaries
annual leave and sick leave which wiil be %e*t1ed after one year, ! =}

at the amounts expected to be pald when the liakilivy is settled plus relaved oncosts.

[
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WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAYL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

i. Employee Benefits {continued)

Cther smployee payablile later than one year have been measured at the present
alue ol the . d  future cash outflows to be made i:r those benefits.
ontributions s nade by the economic entity To an enplovee superannuation fund and
& charged as when incurred. The economic entity has no *ga; obligation to
cover any sh Lhe fTunds obligations toe provids i Lo enplovees on
retirement.

C

j. Deferred Expenditure

J

Research and Development costs are charged to profilt from ordinary activities as

incurred uniess it 1s expected beyond any red;ondbie doubt that :Lirlﬂlénf ufu e
raec

ts wiil be derived so z8 to Ge] Lhes cgeferred cosis. Cther significant
; I'

items of expenditure hawvi alat more than one accounting
r: & rred and amortised ow s tods of treuv expected bhenafit.

K. Acquisition of Assets

The cost method of acoount sitien of ail assets {incg
shavpg}. Cogt i deLLHed azzsels given up at the date oF
acquigition plus costs incidental Fuist e Where goodwill arises it is brought
to account on the hasis describ : ote 1 (k! te the accounts.

L. Property, Plant and Equipment
Each <lass of property, rWa nt and egulpment is carried at cost or fair wvalue less,
where applicahble, anvy accumuliated depreciation.

Property

freshold land and buildings are measured on a falr walue basis bheing the amcunt for

which an asset could be exnchanged between knowladgezble willing parties i

length transacticen.It is the policy of the economic entity to have an inae,endent

three years , with annual app_d__dlg being made by the directors.
£ : the economic entity is hased on

Land & Buildings Date ¢ lugtion Eronnt
Rydalmere , HNSW 23 June 2005 4,200,000

The revaluation of freehold land and buildings has not taken inte acgount of the
otential capital gains tax on assebs acguired after the introduction of the capital

June 2065, Waterco Ltd disposzed of the BAnk&L W Property. This prﬁre Ty had
alued up to its market waluation amount on June 2004 and then subseguently
n

E (s

373
'_d down te its realisable walue amount on 24™ June 2005

Original Cost (wdv) Juna 2004 2,580,333
Revalued Amount at June 2004 4,821,071
Revalued Amount at 24%" June 200% i, 384,385
Net Consideratrion of Sales £, 304,355
Profit on sale {on originzl cost) of Property 1,795,522

46 does not allow the recognition of a profit on sale {on origd
r“perfv- AASBEO41 does i reversal of any revaluatior
i ' sCoas to corrvectly and
ARSBEIG46 requires that
ifference batween the fb”dlued
alance in the Asset revaluation
old and removed from the books.

i

‘rlx‘. [
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WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAYL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

L. Property, Plant & Equipment (continued)

Plant and sequipment

Pilant and eguipment are measured on cost basis.

The carrying amount of plant and equipment 1s reviewad annually by directors to ensure

it is not in excess of the regoverzhle amount from these assets. The ol

amount ig agsessed on the basis of the expected net cash filows which w
s o

from the zssets employvment and subseguent disposal. The expected net CAE
not been discounted to thelr present wvalues in debtermining recoverable amcuntsg.
assets constructed within the economic entity incliudes the cost of
labour, and an appropriate proporticon of fized and warizble

bepreciation
The depraciable amcunt of all fixed assets
assets, but excluding freehold 1

from the tims the zsset iz read
the shorter of either the unexp
of the ilmprovemsnts.

loss on disposmal of ail fixed iz defermﬁned as the differenc

yving amount of the asset at Lhe t;me of disposal and the proceeds o
I included in operating profit : rax oL the zconomic entit
in the vear of disposzal.

M. Revenue

Revenue from tl sale of goods is cogniged upon customers.
int ; ] feCngled on & proportion account  the
int czble to the financizl assets.

Lidwr iz regognised when the right to regeiwe a dividend has been
eat revenus 1s recognised when the Yo recel ; has been
agt

Rew rendering of a service is rec ogn sed upon the delivery of the service
to 1 revenue 1z stated net of Lhe amount of goods and services tax
(GET

Rewenues, expenses and assets are recognised net of

the amount of GST incurred 1s neotf recoversble from the Australian Taxation Office. I

these circumstances the G5T 1s regognisged as part of the cost acquigition of the asset
an iltem of the expense. Receivables and pavablezs in ratement of

L shown inclusive of GST.

N. Goods and Services Tax (GS8T)
the amcunt cf GST, excepl where
I

¥

O. Ccmparative Figures
Where equired by Accounting Standards comparative figures have been adjusted to
‘onform with changes in presentation for the ourrent financial vear.

3

B. Adoption of Australian Hquivalents to International Financial Reporting Standards

The company 1s preparing and managling the transivticon te Australian mivalents to
International Financial Reporting Standards{AIFRS) effective for the nancizl vyears
commencing on 1 January 200%. The zsdoption of AIFRE wiil be reflected in the economic
entity’s and the parent entity’'s financisl statements for the vear ending 30 June
1 comparatives for the financiszl vear ended 30

=

2006. On first time
dJune  200%  are regu stated. The majority of the AIFRS transiticnal
adjustments wil!l be made retros Q'felv against rebtained esrnings at 1 July 2004,

o

The sconomic
asseszed the gignifi
implementaticn . An AYFRS
transition to AIFRS. The 1
ARSRL: PFirstr Time Adoptioa
Reporting Standards has heen




WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES T0O THE FINANCIAYL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

B. Adoption of Australian Hquivalents to International Financial Reporting Standards
{Continuead)

The directors are of fh key material

entlty’s accounting polic T o ATFRE and
differences where known are as L0110ws. Users of the financial .
noi the current AIFRS or interpretation of the AIFRE requirements

; T
the co"tinuing work of the economic entity’s AITFRS Commities.

l)Tde rment of Aszels

Under BASE 136: Impsirment of Assets, the recoverab! AN 285
as the higher walue of fair value less costs p 3
value in use, projected future cash flows are d‘scounted uglng % risk ad%usted ore- Lﬂx

in

discount rate and impairment is assessed for the { ! gasget or at the “cash

g rai " lewel. A “cash generating uvnit” is determined as the smailest group

£ that generates cash flows that are largely *ndep:ﬂder" of the cash inflows
asselts or groups of assets. The ocurrent peluh_ : ; el s

recoverabie amcunt of an asset on the basiz of und!
e regeilwved from the ass
11

change in accour"ung PO f st c

The economic entity has reassessed 1ts lmpdx¥merL testing 1
w1 July 2005 r"‘he impact of the change is
)
i

material assets for impairment as
egtimated to be $1006,0600 ing a reduction in property, plant and
agulpment , parfly offset by a $30,000 (parent nil reduction in deferred tax
liabillties . th resulring net adjustment to retained sarnings at 30 June i
1. i v to property, plant and equipment is doe
O for certain product iines, change of products
being produd ed reStructuring of uperdtl@na

121Goodwitil on Consolidation

Under AASHB3: Business Combinations,

finan 1 positicn and subjected to
ig prehibited Current aco

rasis awver

capitalised to the statement of
impairment  test. Amcrtisation oF
is to amortise

280,573 less
leas 56,913

impairment of
an  amount of $13,8
(Pozzani) .
under ARSEI for alil
tred goodwill will nof be

a1

=

i

|— e

e S
-

3%

111) income Tax

Currentivy, the =cong
whereby the income ta
fermanrL differences.
provigion for deferr ei
Paxes, the entlty wiltl
ieﬁporqrj di L”erez'd

Reconciliation of Net Profit under AGRAP to that Under AIFRS

Economic IS

et Profit

ey Lransi
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WATERCO LIMITED AND CONTROLLED ENTITIES

Note 2: Revenus

NOTES TO THE FINANCIAYL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

Eoonomic Entity
2005 2004
$ $

Operating activities
# salas of goods a0, 863, 607 T3, TER, 726
# dividend recelved 108 -
& interest received 11&, 2495 B3,254
# rant 174,026 i6%E, 032
* had debts recovered 3,313 5,027
W other 2358, 186 317,344
81,497,241 74,319,349

Non-operating activities
# proceeds on dispossl

of property, plant

4,734,176 154,248
Total Revenue 86,231,417 14,473,597
) Dividends received or
receivahle from
* Partly-owned subsidiaries - -
* other persons 10E -
Total dividend rewvenus iGs -
) intersst received or
receivahle from
* oLhelr DPersons 14,9 63,156
Total interest rewvenus 1l4,955 63,156

Note 3: Profit from Ordinary

Activities
Profit from ordinary
has been determinead

{a} Expenses:
Cost of Sales

Borrowing costs:

* oLhelr Dersons

* finance charges
on finance leases

40,205,188

1,208,714 908, 323
38,559 30,547
1,084,073 G38,876

41

Parent Entity

2005
$

57, ?6£ 035
, 891
103,711
126, 38

4,740,370

2003
$

57,224,537

33,583, 068

1,277, 6
38,559
1,216,154



WATERCO LIMITED AND CONTROLLED ENTTTIES

NOITES T0O THE FINANCIAI STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

Eoonomica Entity Parent Entity
2005 2004 2005 2004
$ $ $ 3
Note 3: Profit from Ordinary
Activities {continued}
Profit from ordinary activities
has been dertermined after:

{a} Expenses:
Depreciation of non ourrent

- DA o e
ZB5eTE T

* buildings 163,058 125,778 115,778
* plant & equipment CEN T B75, 68 BERZ, 122
* capitalised leased assets 171,027 122,286 122,286
1,181,832 1,113, 7% 491,592 80, 1846
of non current
* land 10, 905 10, G305 1G, 905 10, 305
* g on acgulsition £0,124 23,033 26,141 21,078
* goodwlll on consclidation 23,2146 23,218 - -
* expenditure carried forward 7,501 1, 665 - -
g1, 746 53,8153 3%, 046 31,883
Foreign currency translation
Losses/{gains) 840,602 (219,434} 840, 602 (21%,434%
Bad and doubtiul debts
* trade debiors 400, 85946 32,080 27,056 21,673
Rental expense on
oparating leases 2,330,074 1,855,550 1,578,363 1,053,800
Resezrch & dewel pment a84, 033 516, 130 351,315 228,244
HNet Loss on Q"bPUSd of
non-current assets
* pr)pﬁvty (piant and
aquuipnent 34,053 55,8132 12,505 9,478
auditors? R:mhneration
Remunerati of the
of the pdrent entity for:
* zaudit or reviewing the
financial report 89,100 LGz, 492 8%, 600 97,1482
* obher gervices - - - -
Remuneration of other auditors
of suhsidiaries for:
* auditing or reviewling the
financial report of
subsidiaries 105,955 64,0624 - -
* obher gervices - 373 - -
Ho other benefits ware
received by auditors S ======== ======== s=======
{b} Revenue and Net Gains
Het gain on disposal of
# Property, plant and
eguipment 54,2046 42,84 34,403 16,022
54,206 44,540 34,403 lu,OZZ
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WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES PO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

Ecvonomic Entity

2005
NOTE 4: Income Tax Expense

[at ﬂre uflﬁd faci

income

2004
$

2005

the inc Lax
Profiv from ordinary aclbivities
pefore incoms tax B,206, 660 1,120,587 5,170,207
Prima facie tax payable on profit
from ordinary activivies before
incoms tax at 30% (2004 30%: 1,861,298 2,136,267 1,551,062
Tax effect of permanent
ferences
* Depreciation of buitldings 2h, 215 9,616 25,21%
* Entertal nme“L 3,125 3,123 2,302
* 3,36 13,875 , 843
* 2] 3,272 3,202
* f1,8“8) (1,589
* (268 ?_J,?) -
* iower rates
ountries {124, 6870) (112, 46849) -
* &l for ign exchanges
Loq /igalrs} 241,381 {RE,E3D) 241,381
* Foreign controlied entities
not tax effecied 186, 615 125,112 -
* Expenses not zllowable - 12,897 -
* (Prof: Loss on sale of
building (08,154} (08,154}
* Eebateaklse diwvidends {32 9,674 {10, d4e7
* Other (6,967} {13, 628) (16,472
* (Ower) /under provision
for tax in pricr year [23%, 8560} (100,723 (68, 667)

Income tax expense attributable
e it from ordinary
activities before income tax

Parent Entity
2004
$

1,832,802

-
[

-
Lo o

-

\
oy
o=

LT R P )



WATERCO LIMITED AND CONTROLLED ENTTTIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

NOTE 5: Remuneration of Directors and Executives

fa) Mames and positions held of parent enitity directors and speci
the financizl year are:
Parent Entity Directors
¥Mr 5 2 Goh Chairman & CEC
¥Mr B Leitch Dhrector - Execuiive
Mr G Weorman Director - Hon EZxecutive
Mr 5 Lioyd Director — Won Executive
Mr B Hunt Director - Won Executive
Specified Executives
Kr 5 T Lim Financial Zontroliler
Hrz B H Lec Company gecretary
Br 3 Doumit Chisf Accountant/Company Secretary
Mr P Drummond neral Manager—Chemical Division
Mr M Lonton National Franchize Manager
b} Parent Entity Directors' Remuneration
2008
Base = Directorfs Superannuation  Incentiwvesv¥
Salary* Bonas Fess Contributions
LR R
Mr & - &0, 000 18,000 ig, 87
Mr B 15,000 - 12,150 3,140
Mr G - 35,000 3,510
Mr & - 35,000 3,510 -
Mr B - 3%, 000 3,510 -
2004
Director’s Superannuation Incentives Non Cash

“Base

eow

FHET o0
L

Thers were 26 pay periods

Mr
Mr
Mr
Mr
Mr

Incentives

Dirgctor's
directors

cash benefits
fees of

zalary includes any salary

(==

re

Fews o
"k Wk
60,000 1 10,38
- 1 6,15
36,000 -
36,000 -
36 ,Jﬂ -

sacrifice amounRLE

are mads vp of employee share plan henefits

are made op of company wvehicle benefitsz
560,000 paid
paid by ths parent entity
during

to Mr 5 3

Goh by a subsi

the vear

(2004 @ 273

¢} Specified Executlves Remuneration

“Base salary inciudes an
are mads up of emploves zhare p
#relon cash benefits are mads

eow

2008

Mr 2 T Lim
Mrz B E Lec
Mr G Downit
Mr T Draamornd
Mr M Lonton

2004

Mr &
Mr ®
Mre

Mr 2
Mr M

T Lim

T uImnong
B Leo

LioBIe: £

Lonton

Incs Ten

Premivms

Thers were 26 pay periods during the year

Base Cash bonus Zuperanouaiion
Salary® Contrilutions
i, 0G0 il,880
i, 0G0 11,870
i, 0G0 10,360
?ﬂl GG 7,500 %, 769
354 i, 0G0 11,070
Baze Salary® Superannuaticon Incentives
Contributions wk
124,020 i1, G2E h, BES
101,765 2,158 6,871
122,650 i1, G248 5, 04%
105,525 3, 346 4, 54%
110,780 3, 807 5,871
salary sacrifice smount

L

of company vehicle benefits,

1 (2004 @ 271,

i

and aulary continuance Drem:
ary

{Wateroc

I WS B LN WP RS |

e insurance premivms

HNon Cashk
Benefits

Options T

- - 31
4,048 - 2z
- - 4
- - 4
- - E
Options Total
i, 8770 3L, 5T5
- 215,861
4467 35,707
447 39,707
4467 35,707
Far East) S2dn Bhdi. &1l
Won Cash Tot:
Benefits
LA
#, 841 158,006
- 150,326
14,720 144,106
ig, 257 139,824
Total
150,572
143,013
138,747
134,413
126,568
and salary confinuance

fied executives in office at any ftime doring

otal

R S R |
[E R ]

Lnin
el R e O

[

otheyr



WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAYL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

NOTE 5: Remuneration of Directors and Exrecubives {cont'd)

d} Shareholdings
Number of Shares held by Parent Entity Directors and Specified Executives

Parent Entity Directors

daluz}ce Recsived as Options Het Change Balaﬂ;e

1.%.04 Remunsration Exercised Cther 30.5.08
Kr & 5 Goh 10, :8), 377 - - 500G, 556 11,389, ;
Kr 2 Leitch irzl 610 - - &1, LE0 416,200
Mr G Worman #5,000 - - 15, 000 1aa, oo
Kr 2 Lloyd 86,000 - - - g6, 000
Kr B Hunt 126,800 - - - 126, 800G

Rumber of Shares held by Parent Entity Directors and Specified Executives

Specified Executives

Balance Recsived as Het Change Balanoe

1.7%.04 Remuneration ] Othsr 30.6.05
Mr % T Lim 117, 5%7 834 - - la, 831
Mrz B H Leo 101, G265 836 - {8,540 5,361
Mr G i 88,518 275 - - 88,798
Mr F Izumm’jnd 28,068 1,656 - - 28,764
Mr M Lonion 24,000 - - - 24,000

e} Remuneration Practices
In constructing, reviewil

LEI
L

determining the remuneration uu_lLV for Executive Directors

and the senlor executive team, the BRBoard and R:Hunrvdt ot ttes hqv considered a

number of factors : i the importance of a retaining nd motivating
management of the appropriate calibre to further Lh@ suceess of the bus*%*g%

—linking pay to performance bhy rewarding effective indiwvidual szschievement as well as
business performance; ant

mixn within the package which 1=

] h the short and

+
Lo
i
o
[
pe
|
o]
i
s
-
jie;
s
e
it
=
o
2
5)
|-
-
]
z
i
In
(o)
i
-
i
E:_)TA
L
3
1
T
]

the senior execublve team’s package consists of two general

remineration compenent consisting of
other beneifits; and

isk” component consisting of an annwal short term incentive plan
and a long term incentive plan for the CEO.

rase salary which executlives may “salary

Remuneration of the company’s Hon-Executive Directors is determined by the Poard , based
on the nature of their work , responsipitities and market comparisons and approved by

sharehaolders a2t the AGM.



WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

Economic Entity Parent Entity
2005 2004 2005 2004
$ $ $ $
CURRENT ASSETS
Note 6: Receivables

Trade debtors 11,607, 628 7,910,634 4,455,193 4,516,304
Less: provisicn for
doubtful debts 248,211 200,000 200,000

Other debtors

Note 7: Inventories
Haw materials and stores

at ¢ost 4,495, G348 654,828 515,142
Work in progress at cost 221,49% 43,018 84, 607
Finished goeds at cost 14,9%6,001 11,845,880 10,568,712
Goods in transit oat cost 345,310 262,054 -

Note B: Other Current Assets
Prepayments

2,297

NON CURRENT ABSETS
Hote 9: Receivables
Employee Share Plans 1,509,220 1,595, 800 1,508,220 1,595, 800
Amount owing by

controlled entities - -

{a) Foreign currency Receivables
Non current assets not effectively
hedged to a date at least 12 months
after balance date

- Malaysian ringgit - - T,014, 4088 5,686, 687
- Inited States dellars - - 3,007,869
333,525

- New Zealand dollars - - 1,462 497,304
- British pounds - - 4,611 3,281,041
- Chinesse renminbi - - iR 143, 465
- Canadian dollars - - 4,100 -

- - 0,364,197 10,912,222
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WATERCO LIMITED AND CONTROLLED ENTITIES

ROTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

Economia Entity

Parent Entity

2005
§

Note 10: COther Financial Assets

2004
$

2005
$

2004
$

ay Lhares in controlled
entities at cost - - T,e24,5850 4,000,230

Note 11: Controlled Entities

Countiry % ouwnad
of
incorporation
2008 2004
Parent Entity
Waterco Limited Australis - -
ontrolled Entitie
Waterco Limi
Swimart B Australis xan i00
Waterco i
Manufac Australis xan i00
Zans Zolar
Aunstralia Pt Australis xan i00
Acquaswim Aus
Pty Ltd Australis xan
Watershoppse Pty Ltd wustralia xan 3
Waterco US& Ino usa 100 i
! Sdn Bld* Malaysis 00 100
teroo {Far East)
Sdn Bld Mataysia xan 3
Waterzhopps (M) S5dn Bhd Malaysis xan 3
Lacron Filters
{Far Eastlidn Bha Malaysis 00
Waterco (HEK} Ligs* Hong ¥ong -
Waterco {RE) Ltd Hew Zealand 100
Swimart {KE: Litd Hew Zealand 00
tershopps {NZ}Ltd MHew Zealand 00
erco {Guangzhou) Ltd China 00
(UKD Lid United Kingdom 00
10y Lad wEw China xan
{Eurapel Lid**** United Kingdok 00
Waterco Canads Inc****% (znada 100 -
Global Leisure FProducts
Sdn Bld Malaysia N 51
* on B August Z005, Waterco (M) Sdn Bhd cn g its name to Waterco Enginesering Sdn Bhd.
*¥Waterco {HR) Ltd ceased trading on 31 Decse 1ker 2003 and was finally deregistered on 28
January 2005,
#F¥% On 29 Nowvember 2004, Waterco{CHLtd allotted 1,000,000 RMBE.Z763{(3A1.27!shares rto Watergo
Limitead
*Ex% On 1 September 2004,N Lercs Ltd aqoquired 4,080 shares from minority shareholders of
Waterco {Burope)Lid for a consideration of nil
*EkE*  Warerco Canada Ltd ailotted 1,256,000 SCALL. OO ($A1.0%F shares to Warerco Ltd on 16
March 200% and allotted ancther 1,250,030 SCADL.G0O (BAZ.0TEY) shares to Waterco Ltd on 30

Juna Z0OO05.

Wataerco [8A Inc carries on busginess in the United EStates. Wateroc (Far Ea%r} Sdn Bhd,
Waterco (M) Sdn Bhd, Global Lelsure Froducts Sdn Bhd, Watershoppe (M) 5 Baoron
Filters ({Far East! Sdn Bhd carry on busines in Malaysia. Waterco (HK) rrieg on
husginess in Hong Kong. Waterco (MN2Z) Lud, owlmart (Ni) Ltd and Watershoppe arry on
business in HNew Zealand. Waterco (Burope) Ltd and Lacron (UK} Lud carry on business in the
United Kingdom. Waterco (Guangzhou) Litd and ¥Waterco (0} Ltd carry on bu%lreoc in China.
Waterco Canada Inc carries on business in Canada.



WATERCO LIMITED AND CONTROLLED ENTTTTES

NOTES TO THE FINANCIAT STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

Evonomic Entity

2005
=
Note 12: Property, Plant & Equipment
Fresehold land at
- Independent valuation 200% 2,152,033
- Directors valuation 2004 -
- o8t

Freshold bulldings at
- Independent wvaluation 200% G, 447,987
- Directors wvaluation 2004

o8t 3,589, 980
Lags: acoumutated depreciation 163,117

cosh 268,
amortisation 1

Plant & egquipment at cost 19,327,287
Lags: acoumiutated depreciationl(, 449,125
O,070, 142

Totazl written down wvalus

23,029,374

2004

268,318
134,040

Parent Entity

2005

a}Movements in Carryving Amounts

Frechold Buildings

Land
Economie Entity:
Balance at the
Leginning of year &, 550, 008 GL,a0E,452
additions - 2,728,517
additions through
acquizition of
a business 265,301
Levaluation
increments 405,518
Dispozsals {3,665, 353

Depreciation expense

Carrying awount an
the end of year
Barent Entity
Balance at the
Leginning of year

£, 484, 464

additions - 415,878
additions through

acquizition of

a business -
Levaluation

increments 405,518 o, 2z
Dispozsals {3,605,021) (1,210,550}
Depreciation expenze - {163,068

Carrying awoont an
the end of year

Leasehold
Land

Flant &
Equipinent

565,085

1,554,689 234,595

1,241,464 -
147,825} 29, 082

i1,852,839) 1,027

Leased BL

2004
$

, 911

ant Total
& Eqquipieent

21,134,480

4,658,201

3,066,244

1,212,780
{5,082,8L0
(2,351,535,

(18, 8905)

Z,341,245

T0G, %80

1,312,750
Vo {5,006, 468
! (902,497




WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES PO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

Economic Entity

2005
$
Note 13: Intangibles
Goodwili (note 1bt
Less: acocunuiated
amortisztion 238,876

2,657,933

Preliminary axpensas 2,241
Goodwilli on consgoclidation e, 189
Less: accunuiated

amortigation 402,617

2,796,870

2004
$

gC1, 365

Parent

20058

310, 452

Note 14: Deferred Tax Assets

Fature incoms tax benefits
The future incoms tax

benefits is made up of the

following estimared tax benefits:

- tax losses -
- timing differences 812,224

Note 15: Other
Seferred expenditure
carried forward 34,187

635,388

CURRENT LIABILITIES
Note 16: Payables
Trade creditors
Sundry creditors an
acorued axpenses

[»N

Note 17: Interest Bearing

Liabilities

Rank loans - 2ecured 1,000,060
Bank overdraft - secured -
Lease liapility 22%,851

1,900,000
1,502
220,374

1,506, COG

ties of the
y and subsidiaries
I by a first ranking

a ered fixed and
ati debenture chargs
ver the assets of the parent
entity, and registerad
mortgages over freehold
land and buildings and

guarantess and indemnitises
from subsidiaries. That part
of the facilities that
fluctuate on an annual hasis,
are classlified as current.

s
R

Entity
2004
$
624,107

186, 637

1,050,000



WATERCO LIMITED AND CONTROLLED ENTTTTES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JURE 2005

Economic Entity

2005

$
Note 18 : Current Tax Liabilities
Income Tax 1,055,436

Note 19: Provisions

Eruployvee bhenefits 23a) 1,512,728

2004
$

1,161,525

Parent

2005
$

NON-CURRENT LIABITITIES

Note 20: Payables

Amounts payable tfo

ocontrolled entities -

Note 21: Interest Bearing Liabilities
Bank loans - secured 21,280,125
Lease liapility 257,907

Note 22: Deferred Tax Liabilities
Frovisien for deferred
inoome Tax

Note 23: Provisions

Erploves benefits 23al 301,740
atAggregate employee
entitlement flability 1,814,488

bivWomber of smployees

at yvear end 544
Note 24: Contributed Eguity
24,884,650 ordinary

shares fully paid at
heginning of the year

{2004 18,334,650) 18,139,668
On 1 December 2004 1,71%,000
ordinary shares were lssued at
$3.20 each to a group of
ingtituticnal and professional
investors

leas expenses of share issue

5,488,000
179,840

On 24 September 2003 1,350,000

ordinary shares were lssued at

$2.20 each to a group of

ingtituticnal and professional

investors -
lags axpenses of share issue -

On 5 December 2003 500, COC

ordinary shares were issued at

ach to Mr 5 8 Goh under

the Waterco CEQO Share Plan -

Gn 20 February 2002 100,000

ordinagry shares were issued at

$2.7403 zach to #¥r § & Goh under

the Waterco Directors Option Plan -

13,823,338

1,175,900

Entity
2004
$

257,507

18,139,668

5,488,000
179, 640

13,823,338

2,970,000
34,100

1,175,000

270, 430



WATERCO LIMITED AND

CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ERDED 30 JUNE 2005

Note
No

Egonomia
2005

$

Note 25: Reserves
ajCapital profits

The foreign currency translation
ragerve records exchange
differences on translation of
foreign controiled subsidiaries

Balance at peginnring of
Mat exchange differences on

end of

Balance at

ciAsset revaluation reserve
o4 =
a3

Balance at beginning of yesr 4,814,454

Net revaiuation increment/
fdecrement) on rewalusbtion
of land and buildings (831,083

Balance at end of year

The asset revaluation reserve
raecords the revaluation of
non current assebs.

Note 26 : Retained Profits

Cpening retained profits 10, 806,678
MNet profit attributable to the

menbers of the parent entity 4,175,882
Dividends paid 31 3,481,594
Closing retained profits 11,520, 965

Entity

2004 2005

(T, 34 -

(163, 953} -

4,143,689

Parent Entity
2004

3,864,770
3,461,594

4,365,141
2,873,005




WATERCO LIMITED AND CONTROLLED ENTITIES

NOITES T0O THE FINANCIAI STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

Economia Entity Parent Entity
2005 2004 2005 2004
$ $ $ $
Note 27: Lease Commitments
Finance teases=
Lease expenditure conltracteac
and provided for:

than five vesrs

H4G, 705
49,504
5040, 295
Current portion 221,551 220,378
Mon-current portion 21 25%,60% 215,916 257,807 276,818
479, 854 473,858 500,295
Finance leases are taken oub on
motor vehicles and forklifts,
with an option to purchase the
asgset at the end of the lease term.
Operating iease pavable:
not later than one year 1,740,613 1,313,553 1,401,241
later than one year but not
later than five years 4,717,485 2,885,040 3,256,404
£,458, 088 4,206,553 4,637,645
Operating leases are taken out on
the rental of
motor vehicles
Note 28: Contingent Liabilities
Estimate of the maximum amount
of contingent iiabilities that
i
{z
6,213,600 5,709,421 3,502,205 2,576,258

G, 913, 600 5,109,421

Note 29: Related Parties
Transactions hetween related
partles are on normal commercial
terms and conditions unless
otherwlise stated. Related parties
of Waterco Limited fzl}) into the
following categories.

{4) Transzotions with director
relatad parties

[

338,467 197,556 -



WATERCO LIMITED AND CONTROLLED ENTITIES

ROTES TO OF THE FINANCIAYI STATEMENTS
FOR THE ENDED 30 JUNE 2005

Economica Entity Parent Entity
2005 2004 2005 2004
3 3 8 $
Note 29: Related Parties {continued)
{iii8ales made Lo Asiapoolsi{M)Sdn
Bha. Mr 5 8 Goh, a sharsholder
_‘icant influence ovelr
#it 5dn Bhd. 12,635 243,880 - -

fi1i)C aid Lo Asiapocis (M)
3 58 {oh,a shareholder
n antinfluence over
Agi Son Bhd. 345,447 33,580 - -

{ivy Payments made to Mint Holdings
Pty Ltd for rental of
warehouses and offices.
Mr 5 5 Goh iz a director and
sharehoider of Mint Holdings
Pry Lug. 465,554 354,287 4,534 354,287

{w)8hare transactions with Directors:
i hors and director—ve" ed
2111 hold directly, indirectly
) ficiatly as at report!
date the following equity

interests in Waterco Lid:

Ordinary shares 13,814,433 11,237,787 11,814,933 11,037,787

birectors and thelr related
entities acoulred 587,146
ordinary shares and sold
10,000 crdinary shares in
Waterco Ltd during the period.
iB)Lozans Lo hirefLovs

a

in relation o acquisition of
shares und

This ig an inter
and 1s payabie wi
of the share is=ue
11)CEC Share Plan
This is an interest chargeable

loan and is payable within five
vears of the share issue date

Advanced

Mr 8 8 Goh 1,175,060 1,175,000 : ; 1,175,600

Mr B I Leirch ZE,TED 32,750 28,7150 32,7750
1,203,150 1,207,750 1,203,050 1,207,750

Repaid

Mr 5 5 Soh = - = -

Mr B I Leitch 4,000 3,250 4,000 3,250

4,000 3,250 4,000 3,250

i
o



NOTE 30:

WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

Statement of COperations by Segments

a} Industry Segments

The economic entity operates predominantly in one industry ,being the manufacture
and wholesale of swimming pocl chemicals, accessories and eguipment, manufacture
and sale of solar ponl heating systems and as a franchisor of swinmming pool outlets
retailing swimming pool accessories and equipnent.

bjceographical Segments

AUSTRALIA SEASEA NORTH - ELINENATHON
AMERICA OFHER
2005 2 2005 2K . 20K
] § & $ - S
5 200, 435 360,663 2830,299 [EREYED] - B 963607
T SALES 2434567 11,094,723 14047 LIS | G0 A F15911 450
5,267 850
) 15511450
43,533,902 15055386 2545215 12,236 508 6,821,165 BGEH ATT
10,330,686 G592 £7 046 [REEAFD] (o238 C186,418: 13,474,470
MNET (F
(4,267,850
BPROFUT FROM ORINNARY
ACTIVITIES BEFORE INCOME TAX £, 2406 6540
IRCOME TAK BEXPENSE (2.017,504)
LT F ERTVREY!
ACTIVITI 3,604,286
] ) 7,300,090
SEGMENT ASSETS 66,314,633 Iz | 28%RSAE (EERLE0T V34832
38328 543 ot 2,506,749 3647018 2ERGED
SECGMENT LIABIATIES M7 18644 365 34731218
) 38743 ] R
DIEFRECIATION & AMORTISATION G30,594 (41678 71,33 LRLT [ 265678
23,016
3 066,248 S 4
e e T [ 206,400
29471 664 2008187
AUSTRALIA SEASEA NESW NORTH OTHER ELINENATEON
ZEALAND AMERICA ;
266 24 2084 24 2011 20K
] § ] S Ty S
Sa445 817 5381021 S 080 §19 3,801 2087 5 (40 60 7368
231 307 10,470,301 14,746 . 114.464.38%)
4,87
" 6,798 463 {14.464,355)
46,677004 15552512 4,103,875 3801207 ' ” Ta 415807
1,564,002
6,503,827 16,657 G502 [T 7 04,467) T
BALLOCATER EX
ALLOCATED REVE (M4BT
BROFUT FROM G
ACTIVITIES BEFORE EREE:Y]
[RCOME TAK BXPE (1,752,531)
BPROFUT FROM ORINNARY 4,368,346
ACTIVITIES AFTER INCOME T
s wasodr |
SEGMENT ASSETS 42,834,300 2271450 1485129 38421 SCRFERELY 6018500
24,534,720 [T.050
e e e T VI - | 340045 e G
SECGMENT LIABIATIES B284.126 1415458 15603.565) 23038813
T AT 8 AR AT TR [ p . ) e
DIEFRECIATION & AMORTISATION 424,124 (49,002 6.1 19252 92766 e 1,172,569
23,206
ACTHLHSITION OF NON CLIRRENT s I
o 016,043 - 305088 30 4 068 3.967.083




WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ERDED 30 JUNE 2005

Heonomic Entity Parent Entity
2005 2004 2005 2004

$ $ $ $
NOTE 30: Statement of Operations by Segments (continued)

¢l The prigcing cf intersagment transactions
ig at rates comparative with amounts
charged fTo parties ocutside the egoncmic
entity after tfaking intc account the
vaiue and tarms of thess Transactions.

NOTE 31: Dividends Paid or Proposed
Final fuily Franked ardinary
dividend franked at the tax rates
of 30% paid 1,879,618 1,419,924 1,879,618 1,419,926
Interim fully franked ordinary
2

dividend franked at the tax rate

of 30% paid 1,%8%,5%6 1,253,079 1,253,079
3,481,594 2,873,005 2,673,008

Proposed final fully franked

ordinary dividend

the tax rafe of B3I 2,033,969 1,879,619 2,033,969 1,879,619

Balance of franking account at

vear end adivsted for franking

credits = ing from payment of

Income fTax pavable, pavment of

proposed dividends and franking

credits not avaliasble for

digtribution. 2,525,440 2,818,419 479,582 TG, 156

NOTE 32: Barnings Per Share

atbReconcilistion of RBarnings

Lo Net Profitn

Met Profit 4,189,157 5,368,346

Mat Profit/(Loss) attributsble

to ocutside equity interest 13,276 (4%, 608)

Ezrnings used in the caloulation

=1

Farnings used in the calculation
of diluted ERS 4,175,881 5,413, 954

ziWeighted average nuwiber
of ordinary shares
outstanding during the vear
uged in caloulation of

basic EPS 21,876,061 20,258,038
kiWeighted average nuwiber

of ordinary shares

sutstanding during the vear

uged in calcoulatlon of

diluted EPS 21,876,061 20,258,038

in

i



WATERCO LIMITED AND CONTROLLED ENTITIES

ROTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

Economica Entity

2005 2004
$ $
ROTE 33:Qutside Equity Interests
in controlled entities
Share Capital 4,878 15,887
Aocumutared Profits/ (Losses) 158,405 (146,
163,284 {130,448)
a)Our e egulty interests
in share capital
of controlled entities
Issued ordinary shares of 55 cents
{Ra 1,087 each fully paid in
Global Lelsure Products Sdn Bhd 4,874 4,879
Imsued ordinary shares of §$2.6%
{GBP1 .00 each fully paid in
Warerco (Europe) Ltd - 10,18
4,875 15,657
b) Acc1n ved Profits/{Logses)
Open nq balance (1da,105) (65,513}
Share of profit from ordinary
activivies after income tax 13,276 (45,608}
Boguisition of minority interests
in Waterco Burope (goodwiil on
consolidationd 324,653 -
Sividend paid {33,419 (30,984}
158,405 (146,105
NOTE 34: Capital Expenditure Commitments
Capital expenditure commitments
contracted for:
Construction of buildings 5,102,328 -
Fayvzhle not later than one vy 5,102,428 -

NOTE 35: Events Subsequent to Reporting
Date

There were no reportable eventsz subsegquent

Lo balance date.

Parent Entity

2005
$

2004
$




WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

NOTE 36: Financial Instruments

{a) Interest Rate Risk

The economic entity’s exposure to interest rate risk, which i1s the risk that a financial
trument’s waloue will fluctuat g H interest rates and the

; walghted average interest rat tal assets and lizbilities, is

Weighted Floating Within 1 ta & Hon—-interest Tonal
Average Interest Hate 1 Year Years Bearing
Effective

resh

{b) Credit Risk

The maximuem exposure to credit
gsecurity, at balance date to
provisions for doubtful debts,
te the financial statements.

r derivative financizl instrumsnts
t =t no meet thelr obl
and interest rate swaps

rigk exposure to any single debtor or
nto by the economic entity.

{c)Net Fair Values
The net fair wvalus
: ca&h

Carrying Net Fair Carrying Net Fair
Amoant Value Amerart Value

Financia

Bank Owvear - - 1,502 1,817
Bank Loz 13,375,440 13,%09,15%4
Lease Liapilities 560,295 525,310

For financial assets and other ! ites, the net fair walue approximates thelr carrying
value. [Financial assets where the carrving amount exceeds the net r vazlues have not hbeen
written down as the economic entity intends to hold these zssets to maturity.

[

]




WATERCO LIMITED AND CONTROLLED ENTITIES

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

NOTE 37 : Employes Benefits
Employee Share Plans
The following is a summary of the existing emploves share plans.

1}Waterco Employee Share Plan
The plan was approved by sharcholders at the 1936 Annual Generzl Meest
Its objective iz to encourage full-time and part-time employees of the Warerco Group to
acgulre ordinary shares in the company in order to promote the long term success of the
company as a goal shared by the employees.

AVl Fuili-time and part-time employees

subscribe for ordirarj

shares 1in the company at the market tion {(being the weighted
r : ver the 3 preceding ¢ adijustment by the board
' tend

-
ig disteorted) put not less than twenty cents The company may ex
Lo acguires t ; ich 1s repavable within tan vye

gly 1f the an oyes leaves The company. The sgecurity glven for the loan 1s the
pledge of the shares and =z charge over any bkenefits generated by those shares including
givigends and bonus shares etc. The proceads of these benefivs are usmed to reduce Lhe
horrower’s buegredne%% to the company.

foans meaning that 1f the shares sre sold and the procseds
loan halance outstanding, the company cannot recover the

Any igsued during the vyear shown in the statement of
fins contributed eguity with to the company shown as non

anc
current receivables. Any residual loan amount . axpensed during the year.
Suring the yvear no shares were lasued under this pl il ebts of $86,580 were repaild.

2)Deferred Employee Share Plan and Exempt Employee Share Plan

The cobisctive of these plans is to provide incentive fo employess to ascquire ordinary shares
in the company in lieu of other arion thus leading to an allignment of i

of the participants with those of other shareholders.

These plans which are offereqg to all emplovees, replace the Waterco Share Acgulsition Plan.

aibeferred Employves Share Plan

Under thisz pl anployess are invited to contribure a minimuom of 52,000 {(and uvp to a
maximur of their satary! per annum to purchase shares under a salary sacrifice
arrangemant. Waterce contributes $1,000 per annum toward the purchase of shares on behalf of

. £ an
:ch emplovee who takes up the offer. Share acguired under thi

es 5oy g plan must be held for at
least two years unless the suployee leawves and is therefore entitled o withdraw the shares
from the plan.

During ti year , the company contributed $30, %20 (2004 $29,9599) for the purchase of §,443
{2004 12,134 shares under this plan

bl Exempt Empicves Share Plan

Under this pilan, employees are inw u a mininum of 5500 per annum to purchase

shares under a salary sacrifice arrs farerco contributes a matching $5C0 towards the

purchase of shares for emplovess who ftake up this offer. Shares acquired under this pldﬁ

must be held for at lrd i tkvge vearS unitess the emplovee leaves and is therefore entivled
ha

j
]
(s
o
)
5
4]
;

{Tr
4
(\_ﬁ

Howevwar, a

(bv Lhr emplO\ et for
employes el "
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Il
jd
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on the Australtian

rige of an ordinary share
05 was $3.85 (30 June 2004
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WATERCO LIMITED AND CONTROLLED ENTITIES

NOTES PO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

NOTE 37 Employee Benefits {continued)
N Contributions

nil coantributicns to Waterco Share Plan Pty Limited,

i r to administer the abowve share plans. The charge in the

fat - of in respect of ; 5 the vyear is
reconciled to as follows:

Unexpended contribution brought forward from

previous year - 124,368
Add: Contributions during the year - 449,127
Les A

s: Amount provided for in previcus year - {558, 000}

Amount charged in the statement of Ffinancial
erformance for shares allocated during the year - 1%,

expenses the contributions at  the
the ipus plans, being the point in time that emplovess acquire thei:
anaeficial right to shares.

b

6} LEO Share Plan

This pilan was smet up in 2003 and appro nnual Geners
2003, On & December 2003, Mr B C?h WaS thued 500,000 shares a er tbe
delayed loan repayment terms of this plan. Under this plan, Mr 5 & Goh is envitled fo
withdraw and de ai wilth these shares 1f the following criteriz has been satisfied:

IiMinimum Employment Period

Mr £ 5 Goh must continus to the company for 38 months
1

following the issue of the the Managing Director wilil
forfeit the shares.

1 )Perferma_ce Hurdles

T ampany rust meet the ed sarnings per share {EPS! growth as follows:

al rowtﬁ in PSS of less per vyear compoundaed over the Targeted Pe

0% of the shares being to be withdrawn froem the Plan; and

bl Growth in EPS 1: | compounded over the Targeted EEE

in & ’ ithdrawn from the Plan plus 103 .

£ aover the targeted EPS Growth Periced , up to a
& X

This the amount of interest pavable 1s equivalent to
=) the year, a S80, 000 in interest was
=T



WATERCO LIMITED AND CONTROLLED ENTITTES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

Economic Entity Parent
2005 2004 2008

$ $ ]

NOTE 38 Cash Flow Information
o of Cash

ajReconcil:
For the purposes of the statement
of cash f£lows, cash includes cash
cn hand and in bhanks net of
cutstanding hank overdraft and
current commercizl bills. Cash at
the end of the vear as shown in
the statement of cash flows is
reconciled to the related items
in the statement of financial
position as follows:

Cash at hank 5,331, 800 i, 201,801
Banl overdraft
Commerciszi Bills L, 000,000

4,3‘1,900 422,105 2,201,801
it from crdinary
Fities after income Tax 4,184,157 5,368, 344 3,854,370
Kon~cash flows in profit
from ordinary activities
Leprectation Z, 342,845 2,174, 449 g9, 592
Amortization T4,245 57,154 37,0486
(Profit) /Loss on sale of
non current assets {20,153 10,879 i
Changes in Assets and
Lighilities:~
Trade debtors (1,548,654} 1,274,728 21,141
Erovision for doubtful debis (9, B4R (26, 460% B
Other debtors (234,178} 181, 20% 24,172
‘nventories 13,154,518} (2,523,510 {1,757, 863
Eroapayments (151, 583 {278,627 (17, 958)
Future incoms tax benefits 517,444 {2248, 2800 148, 218
Expenditure carried forward {35,120} {2,087 -
Trade creditors 1,526,089 (2, 177,303) [9324,478)
Other craditeors 486, 755 i, 604 (255,210
ision for emplioves
184,070} {1BE, 573
on for tax (12¢, 0Bg} 398, 4473
sicn for deferred fax (RES, 2041 (BE, 51
w — Meon Operating
fotivities
Lividends kReceivad 08 {24,891
Cash Fiows provided byv/
jused in) operaticns 3,581,712 3,860,229 Bad, 435

Entity
2004

TRL, 324

\_,GOJ 200}

3H,674%

4,345,141

74k, 1848
31,8823

=
i)
=
L)

=

)
sl

oo

M et w1
i ol
o
ol
)

—
=4 L
Led
n

[ |

Z,Jﬁﬁ Gir

134,003}

&, 308,584




WATERCO {IMITED AND CONTROLLED ENTITIES

NOTES TC THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

Economic Entity Parent Entity
2005 2004 20058 2004
8 $ 3 3
NOTE 38 Cash Flow Information (cont}
chburing the financial vyear
twe parent entity owned and
operated stores were franchised:

bisposal price

Cazh portion of that price

Mot assets and liahiliities
cdispcsed:
inveniory 01,814 - 101,81%

Flant ,sguipment & intangibles 2LG, 842 - 250,842
{6,892

Provision for employes benefifs 4,8

dyluring the financial vear,

Waterco UESA Inc and Waterco Lfanads

Iinc {two subsidisries) acouired

the businesszes of Baker Hydro

Filtrations 1nc {based

in Georgia,Bsh) and Foous Yemp Inc

ibased in Ousbeo, Canadad

Furchase Frice 9,708, 8346 - B

Cash considerstion 9,708, 8346 - B

Assets and lizkhilities held at

Acguisition date:

Trade debiors Z,EE7,34D B

invenicories 2,857,228 B

bropaerty, plant & eguipnent,

& intangibles -
G, 708, 4348 - -

[uring the year, Waterco Lid

accuired the business of one

ponl shop {2004: two}

Cash considerstion 107, 883

107,883

Azsets and lizkilities held at
acguisgiticon date:

inventcries ZRg,122 22,583 ZR8,122

Flant & equipment,
& intangibles 278,000 86,000 278,000

107,583 536,12

O 25 Taly 2003, Wateroo (HNZ)
Ltd ia subsidiary! acquired
the business of four retail
pool shops from Pooclocare FPIL
Services Ltd

Purchase Price

Cazh consideration




WATERCO FIMITED AND CONTROLLED ENTITIES

NOTES T{ THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

Egconomic Entity Parent Entity
2005 2004 20058 2004
8 $ 3 3

NOTE 38 Cash Flow Information (cont}

Assets and lizkbilities held at
acguigaition date:

inventcries - 146,881 B
Flant & equipment,
& intangibles

167, 583 538,122

eilon Cash
Investmant

it Eroperty, Plant and Equipment
Curing the year, the economic
entity acquired plant and
squipment with an aggregate
fair value of $234,555
(Z2004:8250,5%07) by means

of finance feaszes. This
acgulsition is not reflected

in the statement of cash ficws.

ilyigsve of Shares

During the previcus vear, the
Fooncric entity issued 500,000
shares at $2.3% each {amcunting
to 1,175,000 to Mr S 8 Soh
uwnder the delayed repayment ferms
of the Waterco CED Share Blan
This financing activity is not
raflected in the ziatement of

cash flows

fiFinancing Facliiities
The following fines of creditz
waere available at balance date:

Multiple Advance/Fulliv Drawn
Advance Facilities
Master lease faciliities

14, 808, 00 27,000,000 18,900,000
1, 3G0,C000 1,350,000 1,206,000

21,208,000

28,350,000 20, 2060, 6oL

Amount utilised

(13,341,365} 14,382,545 [

8,857,451

Amount unutilized

The Multiple Advance Facilii
due to expire cn 31 July 2006
1@ Fully Drawn Advance Faciiity
dus to axpire con 27 June 2010
arent entity expects To

enew These fazcilities on expliry

W3
mowm

=

=
m
ko
T

¥

NOTE 39 Company Details
The registered office of the
COMpATY 1St

Waterco Limited

3¢ Scuth Street

Eydalmeres HN3W 2114
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WATERCO LIMITED ABN 62002070733
AND CONTROLLED ENTITIES

DIRECTYORS" DECLARATION

The directors of the company declare that:

1. the financial statements and notes, as set out on pages 2 to 32, are in accordance with the Corporations
Act 2001:
(a} comply with Accounting Standards and the Corperations Regulations 2001 and
(b} give a true and fair view of the financial position as at 30 june 2005 and of the performance for
the year ended on that date of the company and economic entity;

2. the Chief Executive Officer and Chief Finance Officer have each declared that:
{a) the financial records of the company for the financial year have been properly maintained in
accordance with section 286 of the Corporations Act 2001;
{b} the financial statements and notes for the financial year comply with the Accounting
Standards; and
{©) the financiai statements and notes for the financial year give a true and fair view.
3 in the director’s opinion there are reasonable grounds to believe 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:

LA~

Soon Sinn Goh
Managing Director

Dated at Sydney this 24th day of August 2005
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Scopes

The financial report and directors’ responsibility

The financial report comprises the statement of financial position, statement of financial
performance, statement of cash flows, accompanying notes to the financial statements, and
the directors’ declaration for Waterco Limited {the company) and Waterco Limited (the
consolidated entity), for the vear ended 30 June 2005, The consolidated entity comprises both
the company and the entities it confrofled during that year.

The direciors of the company are responsible for the preparation and true and fair presentalion
of the financial report in accordance with the Corporations Aot 2001, This includes
responsibility for the maintenance of adequate accounting records and internal records and
interna! controls that are designed to prevent and detect frand and error, and for the
accounting poHcies and accounting estimates inherent in the financial repott.

Audit approach

We conducted an independent audit in order o express an opinion 1o the members of the
company. Our audit was conducted in accordance with Australian Auditing Standards in
order o provide reasonable assuranes ag to whether the financial report is free of material
misstatermient, The nature of an audit is influenced by factors such as the use of professional
judpement, selective testing, the inhorent limitations of internal conirol, and the availability of
persusaive rather than conclusive evidence. Therefore, an audit cannot guarantee that all
riaterial misstatements have been detected.

We performed procedures t assess whether fn all material respects that financial report
presents fairly, it accordance with the Corporations Aot 2001, including compliance with
Accounting Standards and other mandatory financial reporling requirements in Australia, a
view which is consistent with our widerstanding of the company’s and the consolidated
entity’s {inancial position, and of their performance as represented by the results of their
operations and cash flows,

We formed our audit opinion on the basts of these procedures, which Inchided:
s examining, on a test basis, information to provide evidence supporting the amounts
and divclosures in the Hoaocis repogt, aond
& assessing the appropriatencss of the accounting policies and disclosures used and the
reasonableness of significant accouniing estimates made by the directors,

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

Chinrtarad Aotiriame

i
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Bentleys %‘m‘

Frisndirigy st

{ndependence

fn conducting our sudit, we followed applicable independence requiremesnts of Australian
professional etkdcal pronouncements and the Corporations et 2001,

Audit opinion
In our opinion, the financial report of Waterco Lirited is in acenrdance with:
{a) the Corporations Act 2001, including:

(i} giving a true and fair view of the company’s and consolidated entity's financiat

position as at 30 June 2005 and of their performance for the year ended on that
date; and

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

{b) other mandatory financial reporting reguirements in Auvstralia,

bl A

Bentleys MRI
Sydney Parinesship

Robert B Ry
Partper

Dated at Sydney this 24% day of August 2003
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SHAREHOLDER INFORMATION
{as at 30 August 2005}

Distribution of Shareholders

Range Ordinary Shares Options

1 - 500 156 -

501 - 1,001 253

1,001 - 5000 398 -

5,001 - 10,000 124 -

10,001 - 100,000 142 -

106,001 - and over 20 -
1093 -

(a} Marketable Parcel
Ten sharehoiders hold less than a marketabie parcel

(b) Substantial Shareholders
The foliowing information is extracted from the company’s register as at 30 August 2605

Name Number of Shares
S 8 Goh Group §,353,345
Loftus Capital Partners Ltd ACN 067 185 899 1,772,886

(c} Voting Rights
For all shares, voting rights are one vote per member on a show of hands and one vote per share
ory a poll.

68



(e} Twenty Largest Shareholders
The twenty largest shareholders hold 70.17% of the total shares issued.

Name Number of Shares Percentage
GSS Holdings Pty Ltd 7,997,065 35.39
invia Custodian Pty Limited 1,909,308 8.45
Mr Soon Sinn Goh 1,456,280 6.44
Cificorp Nominees Ply Limited 786,477 3.48
ANZ Nominees Limited 598,733 2.64
Mister Rain Pty Ltd 500,000 2.21
Goh Lai Huat & Sons Sdn Bhd 300,000 1.33
Mr Loke Weng Foo 280,000 1.24
BJ Services 228,500 1.01
Brazil Farming Pty Ltd 220,000 0.97
S G Corporation Ply Limited 202,500 0.90
GWK Corporation Pty Limited 201,500 0.89
Mint Holdings Pty Ltd 200,000 0.88
Mr Khoon Ping Kuok 173,000 Q.77
Miss Penelope Pringle 163,000 0.72
Drill Investments Pty Ltd 150,000 0.66
Mr Charles Hepenstall & Mrs Julie 136,000 0.58
Hepenstail

Key Pin Hoidings 127,000 0.56
Mr Tiow Lip Lee 121,500 0.54
Barbree Pty Ltd 115,000 0.51
TOTAL 15,857,863 70.17

(f} 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.
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