Half yearly report

Name of entity

WATERCO LIMETED

ABN or equivalent comnpany Half yearly Preliminary Half year {*current period’)
reference frick} final frick}
62002076733 ‘/ 317 DECEMBER 2006

For announcement to the market

fxtrocts from this report for announcement 1o the market (see note 1), SAGOG
Revenues (item 1.1 down F2.9% to 43,188
Profit {foss} after tax attributable to members ({fem 1.22) down 1244% to  {965)

Profit {foss) from extraordinary items afler tax attributable  gain (Toss)
to members (Hem 2.5(d)} of

Net profit {loss} for the period attributable to members down 1244% o (965)
fiterm 1.11)

Dividends {distributions) Amount per security | Franked amount per
security

Final dividend (Preliminary final report ondy - item 15.4)

Interim dividend (MHalf vearly report only - item 15.6} B B
Previous corresponding period (Preliminary final repore -
itemt 13.5; half yearly report - item F5.7) K¢ B¢

tRecord date for determining ontitlements to the
dividend(in the case of a trust, distribution) (ee ifem
15.2)

Brief explanation of any of the figures reported above (see Note 1) and short details of any bonus or cash
issue or other item{s) of importance not previously released to the market:

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



Condensed Income Statement

Current period - Previous corresponding
SA'DOG period - $AN00
. evenues fsee ifems £.23-1.25) ;
N Revenues {see ffems 1.23-1.25) 43,188 49,875
£.2  Expenses (see ffems 126 & 1.27} {43 747) (‘44 022)
= 3 =.
(.3 Borrowing costs {1.062) (827)
f.4  Share of net profits (losses) of associates and joint
venture entities {yee Hem 16.7)
1.5  Profit (loss) before fax {1,121) 4,726
(185) 780
£.6  Income tax (see note 4)
(936) 3,946
1.7  Profit (loss) after tax
E8  Profit{loss) from extraordinary items after tax
{see item 2.5)
1.9 Nei profit (loss) {936) 3,946
L0 Net profit (loss) attributable to minority Tequity 29 (6)
interests
1.11  Nei profit {loss) for the period aftributable io (965) 3,952
members
Non-owner transaction changes in eqguity
1,12 Increase (decrease) in revaluation reserves
1.I3  Net exchange differences recognised in equity (637) 925
.14 Other revenue, expense and inttial adjustments '
recognised directly in equity (attach details)
Initial  adjustments  from UIG  transitional
1,15 provisions
1,16 Total transactions and adjustments recognised {637) 928
directly in equity (items 1.12 to 1.15)
Total changes in equity not resnlting from {1,602) 4,877
1.17 Transaciions with owners as owners
Current period Previous
corresponding
Period
Earnings per security (EPS)
1.18 Basic EPS (4.3¢) 17.5¢
| 1o Diluted EPS (4.3¢) 17.5¢




Notes to the condensed income statement

Profit (loss) attributable to members

Current period Previous
SA'000 corresponding period -
SA'00
1.20 Profit {loss} after tax {ifem 1.7} (936) 3,946
121 Less (plus) outside Tequity interests 29 {6)
1.22  Profit (loss)} from ordinary activities after {965) 3,952
tax, atiributable to members
Revenue and expenses - See Annexure A
{see note 15)
Current period Previous
SA'000 corresponding period -

1.23

1.24

1.25

1.26

1.27

Revenue from sales or services

{nterest revenue

Other relevant revenue

Details of relevant expenses

Depreciation  and  amortisation  excluding
amortisation of intangibles fsee frem 2.3)

$A000

Capitalised outlays

1.28

1.29

Interest costs capitalised in asset values

Outlays  capitalised in  intangibles (unless

arising from an Tacquisition of a business)

Consolidated retained profits

Current period -
SA'D00

Previous corresponding
period - SA'OO0

£.30  Retained profits {accumulated losses) at the 11,873 11,521
beginning of the financial period
, . 96 2
.31 Net profit (logs) attributable to members {{fem (965) 3,952
LI
£.32  Net transfers from (to) reserves fderails if
material}
£.33  Net effect of changes in accounting policies
.34  Dividends and other equity distributions paid (2,034) (2,034)
or payable
1.35 Retained profits {accumulated losses) at end
of financial period 8,874 13,439




Intangible and extraordinary items

Consolidated - current period

Before tax Related tax Related Amount {after
$A000 SAT00 outgide tax)
*equity attributable to
interests members
(a) (B | Ao SA'0OG0
(d)
(c)
2.1 Amortisation of goodwill
2.2 Amortisation of other G _— — 6
intangibles
2.3 Total amortisation of 6 . . 6
intangibles
24 Extraordinary items
{details)
2.5  Total extraordinary items

Comparison of half year profits
tPrediminary final veport only)

3.4

32

Consolidated profit (foss} from ordinary
activities after tax attributable to members
reported for the Fsf half vear (item 1.22 in the

half yearly report)

Consolidated profit (loss) from ordinary
activities after tax attributable to members for

the 2nd half vear

Current year - SA'GO0

Previous vear - SA'000




Balance Sheet

At end of
current  period

As shown in last
annual report

As in last half
vearly report

SATOOG SA'GHO SANOD
Current assets
41 Cush 1,379 2011 3,087
4.2 Receivables 17,767 13,173 20,287
4.3 Ivestments o e e
4.4 [nventories 31,457 30,977 31,636
4.5 Tax assets e e —
4.6 Other (provide details if material) 931 858 997
4.7 Total current assets 51,534 47,019 56,0077
Non-current assets
4.8 Receivables 376 1,410 1,450
4.9 Investments {equity accounted} - — _—
4.16 Other investments e — —
4.11 Inventories e — —
412 Exploration and evaluation expenditure | - —
capitalised fsee para 7] of AASB
H122;
4.13 Development  properties  (Tmining | - - -
entities)
4.4 Other property, plant and equipment | 31,610 30,859 26,286
net
4.13 ?nta?}gibies {net} 2,542 2,808 2.867
4.16 Tax assets 2,258 1,068 1,773
4.17 Other (provide details if material) 420 230 65
4.18 Total non-current assets 37,200 36,375 32,441
4.19 Total assets 88,7440 83,394 88,448
Current liabilities
4.20 Payables 15,363 9,738 15,853
4.21 Interest bearing liabilities 4,242 2,036 1,240
4.22 Tax lizbilities 345 166G 1,563
4.23 Provisions exc. tax liabilities 2,604 1,591 1,936
4.24 Other (provide details if matertal) e — -
4,25 Total current liahilities 21.954 13,505 20,592
Neon-current liabilities
4.26 Payables e — —
4.27 Interest bearing liabilities 28,318 28,850 25,393
428 Tax lisbilities 1,492 1,520 1,468
4.29 Provisions exc. tax liabilities 305 2R84 314
4.30 Other (provide details if material) e e -
30,108 30,654 27,175

4.31

Total non-current liabilities




Condensed Balance Sheet continued

4.32 Total liabilities 52,059 44,159 47,767
4.33 Net assets 36,681 39,235 40,681
Equity
434 lssued capital 24,500 23,448 23,448
435 Reserves 3,004 3,641 3,490
4.36  Retained profits (zccumulated Iosses) 8,874 11,873 13,439
4.37 Parent eniity interest 36,378 38,962 40,377
438  Minority equity interest 303 273 304
4.39  Total equity 36,681 39,235 40,681
4.440 Preference capital included as part of
4.37

Notes to the Balance Sheet

Exploration and evaluation expenditure capitalised

{To be completed only by entities with mining interests if amowns arve matericl fnclude all expendine incurred.)

5.1
5.2
5.3
5.4

La
L

6

h

Opening balance

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

Expenditure transferred to Development
Properties

Closing balance as shewn in the
eonsolidated balance sheet {item 4.712}

Current period $A'000

Previous
corresponding period -
SA'GHO

Development properties

{To be completed only by entities with mining interests [ anoninds are malerial)

Current period SA'000

6.1
6.2
6.3

6.4
6.5

6.6
6.7

Opening balance

Expenditure incurred during current period
Expenditure transferred from exploration and
evaluation

Expenditure written off during current period
Acquisitions, disposals, revaluation
mcrements, etc.

Expenditure transterred to mine propertics
Closing balance as shown in the
consolidated balance sheet fitem 4.713)

Previous
corresponding
period - SA'GO0




Condensed consolidated statement of cash flows

Cash flows related to operating activities

Current period
$AD00

Previous
corresponding period
- SA'DO0

7.1 Receipts from customers 41,440 45,302

7.2 Payments to suppliers and employees (39.815) {43,890)

7.3 Other Income 454 242

7.4 Other dividends received - -

7.3 Interest and other items of similar nature 57 72
received

76 Interest and other costs of finance paid (1,062} (826)

7.7 Income taxes paid {787) (1,280)

7.8 Other (provide details if material) - -

7.9 Nei operating cash flows 286 (381}
Cash fiows related fo investing activities

7.10 Payment for purchases of property, plant and (1,875) (5,011)
equipment '

7.1 Proceeds from sale of property, plant and Y 14R
equipment

7.12 Payment for business — _—

7.13 Proceeds from sale of business e -

7.14 Payment for intantibles 177 (157)

7.15 Dividends receeived 1 i

7.16 Other {(provide details if material) - -

7.17 Net investing cash flows {1,630) (5,019)
Cash flows related to financing activities

7.18 Proceeds from issues of Tsecurities (shares, 1,052 -
options, cic.)

7.19 Proceeds from borrowings 2,483 3,790

7.20 Repayment of borrowings (127) {53)

7.21 Dividends paid (2,034) (2,034)

7.22 Proceeds from issue of shares to minority - 146
interests

7.23 Net financing cash flows 1,374 1,849

7.24 Net increase {decrease)} in cash hield 30 (3,551)

7.25 Cash at beginning of period 156 4332
{see Reconciliation of cash} '

7.26 Exchange rate adjustments to item 7.25. {831) 1,306

7.27 Cash at end of period

! (643) 2,087

{see Reconciliation of cashy

Non-cash financing and investing activities
Details of financing and investing transactions which have had a material effect on
consolidated assets and liabilities but did not involve cash flows are as foilows.

{ If an amount is quantified, show comparative amount.}

During the period, the economic entity acquired plant and equipment amounting to $162,946
(20035 $143,061) by means of finance leases and This financing activity 18 not reflected 1n the
statement of cashflows.




Reconciliation of cash

Reconciliation of cash at the end of the period (as Current period SA'000 | Previous

shown in the consolidated statement of cash flows} to corresponding

the related items in the accounts is as follows. period - SA000

8.1 Cash on hand and at bank 1,379 3,087

8.2 Deposits at call _— —

8.3  Bank overdraft {974) —

84 Other (commercial bills) (1,050) (1,060)
(645) 2,087

8.5  Total cash at end of period firem 7.27)

Other notes to the condensed financial statements

Ratios Current period Previous
corresponding
Period
Profii hefore tax / revenue (2.59%) . 53%

9.1 Profit (loss) before tax (iem L.5)asa
nercentage of revenue {Mfem 1. 1Y

N {2.65%) 9.79%
Profit after tax / " equily interests
9.2 Profit {(loss) after tax attributable to members
{#em 1.11) as a percentage of equity (similarty
attributable) at the end of the period (ifem
4.37)
Earnings per security (EPS})
1) Details of basic and diluted EPS reported separately in accordance with paragraph 9 and 18 of
AASB 1927: Earnings Per Share are as follows.
Current Period Previous corresponding
$A'000 Period $A'000
Profit/{Loss) from continuing operations {936} 3,946
Profit/{Loss) attributable to minority interests 29 (G}
Earnings used in calcufation of basic EPS {965} 3,952
Weighted average number of ordinary shares 22,625 22,600
NTA backing Current period Pre};ious corresponding
fsee note 7) Pariod
FET Net tangible asset backing per Tordinary $1.48 $1.67
security

Discontinuing Operations

{Entities must veport a description of any sigrificant getivities ov eventy relating (o discominuing operations in accordance
with paragraph 7.5 {g) of AASE 029 Interim Financial Reporting, or, the details of discomtinuing operations they have
discfosed in thely acconms in accordance with AASE 1042 Discominning Operations {see note 175}

12.1 Discontinuing Operations




Control gained over entities having material effect

13,1 Name of entity {or group of -
entities)

13.2 Consolidated profit (foss} from ordinary activities and
extraordinary items after tax of the controbled entity (or 5
group of entities) since the date in the current period on

which control was Tacquired

13.3 Date from which such profit has been calculated

134 Profit (loss) from ordinary activities and extraordinary
items after tax of the controlled entity {(or group of entities) | §
for the whole of the previous corresponding period

Loss of control of entities having material effect

14,1 Name of entity {or group of entities} | .-

14.2  Consolidated profit (loss) from ordinary activities and
extraordinary items after tax of the controlled entity {or group g
of entities) for the current period to the date of foss of control

14.3  Date to which the profit {loss) in item [4.2 has been calculated

144  Consolidated profit (loss) from ordinary activities and
extraordinary items after tax of the controlled entity {or group g
of entities) while controlted during the whole of the previous
corresponding period

14.5 Contribution to consolidated profit {loss) from ordinary
activities and extraordinary items from sale of interest leading g
to loss of control

Dividends (in the case of a trust, distributions)

(5.1 Date the dividend (distribution) is payable

[5.2 +Record date to determine entitfements to the dividend
{distribution} {ie, on the basis of proper instruments of transfer
received by 3.00 pm if Tscourities are not TCHESS approved,
or security holding balances established by 5.00 pm or such
later time permitted by SCH Business Rules if Tsecurities are
TCHESS approved)

£5.3  If'itis a final dividend, has it been declared?
(Preliminary final repore onlyj




Amount per security

Amount per

Franked

Amount per

security amount per securiry of
security at %% | foreign source
tax {sce note dividend
43
{Prefiminary final report ondy}
15.4 Final dividend: Current year ¢ ¢ ¢
153 Previous year ¢ ¢ ¢
{Healf vearly and preliminary final reporis)
15.6 Interim dividend: Current year -¢ -¢ ¢
15.7 Previous year 8¢ 8¢ ¢

Total dividend (distribution) per security (interim plus final)
{Pretiminary final report only)

15.8 *Ordinary securities

159

Preference ”

Fsecurities

Current year

Previous year

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

1510

1541

15.42

15.13

TOrdinary securities feaeh class separately)

Preference ~securities feach class
separetely

Other equity instruments {each closs
separatelyi

Total

Current period $A'000

Previous corresponding
period - SA'0O0

The Tdividend or distribution pizns shown below are in operation.

The last date(s} for receipt of election notices for the

“dividend or distribution plans

Any other disclosures in relation to dividends {distributions). (For half vearly reporis, provide details in

accordanee with paragraph 7.5¢d) of AASB 1029 Interim Financia! Repovting}




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

Current period Previous
Group’s share of associates” and joint venture | $A'000 corresponding period
entities’: - SADO0

16,1 Profit {loss) from ordinary activities before tax

16.2  Income tax on ordinary activities

16.3 Profit (loss) from ordinary activities afier
tax

16.4  Extrzordinary items net of tax

16.5 Net profit (loss)

16,6 Adjustments

16.7 Share of net profit {loss) of associates and
joini ventare entities

Material interests in entities which are not controlled entities

The cconomic entity has an interest (that is material to it) in the following eniities. (ff the fmrerest was acguived or
disposed of during either the current or previous corresponding period, indicate dere of gogrisition (“from dd/vmmiy ")
or disposal Vo ddimmine L)

Nume of entity Percentage of ownership Contribution to net profit {loss) (item
interest held at end of pericd or | 2.9)
date of disposal
17.1 Equity accounted ijrem Previous ‘ (\Tutrem period Previous ‘
- period cotresponding | $AT000 corresponeding
associates and iod sriod
joint venture peno penoa -
yout $A°000
entities
17.2  Total
17.3  Other material
mnterests
17.4  Total




Issued and quoted securities at end of current period
{Descriprion must inchude rate of interest wnd any redemption or corversion rights together with prices and dates)

Category of Tsecurities

18.1

i8.2

_5_

Preference " securities

{deseription}

Changes during current period
{a} Increases through issues
(b} Decreases through returns
of capital, buybacks,
redemptions

Total number

Number guoted

Issue
price  per
security
{see note
14)
{cents}

Amount
paid up
per
security
note 14}
{cents)

18.3

(5.4

+()rdinary securities

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

23,002,634

23,002,634

402,984

402,984

$2.61

$2.61

18.5

I8.0

FConvertible debt securifies
{deseription  and  conversion

Jactori

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

18.7

i8R

[8.9

Options {description and
CORVERSION factor)

Issued during current period
Exercised during current

period
Expired during current period

FExercise
price

Expiry
date
{if anyj

18.11
i8.12

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

18.13

Unsecured nofes
{deseription}

Changes during current period
{a} Increases through issues

(b} Decreases through
securities matured, converted




Segment reporting - See Annexure B

{Information on the business and geographical segments of the entity must be reported for the current period in
accordance with A4SB [005: Sepment Reporting and for half year reports, 4488 F029: Mferim Financiol
Reporting. Because entities employ different structures a pro forma cannot be provided. Segment information in

the layout emploved in the entity’s Taccounts should be reported separately and attached to this report.)

Comments by directors -~ See Annexure C

{Comments on the following matters are required by ASX or, in relation to the half vesrly report, by AASB 7029 Furerim
Financigd Reporting.  The comments do not take the place of the directors’ report and statement {as reguired by the
Corporations Act) and may be incorporated into the directors’ report and statement. For both half venrly and preliminary finsl
reports, i there are no comments in a section, state NIL. [fthere is insufficient space to comment, attach notes to this report.}

Basis of financial report preparation

FG. b If this repore is g half vearly report, it is a generel purpose financiaf report prepared in accordance with
the Hsting rules and AASB 1029: Interim Financial Reporting. Tt should be read in conjunction with the
fust “annual report and any announcements to the market made by the entity duving the peviod. The
firancial starements in 1his report are Scondensed financial statements” as defined in AASB 1029:
Interim Financial Reporting. This report does nol include afl the notes of the tvpe novmally incliuded in an
awnnual financial report. {Delete if preliminary final report.]

1.2 Material factors affecting the revenues and expenses of the cconomic entity for the current period. In a
halt’ yearly report, provide explanatory comments about any seasonal or hregular factors affecting
operations,

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

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

19.5  Unless disclosed below, the accounting policies, estimation methods and measurement bases used in this
report are the same as those used in the last annual report. Any changes in accounting policies, estimation
methods and measurement bases since the last annual report are disclosed as follows. (Disclose changes and
ditferences in the half vearly report in accordance with 4488 1029: Inferim Financial Reporting. Disclose changes
in accounting policies in the preliminary final report in accordance with 44SE I Accounting Policies-
Phsclosure).

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

19.7 Changes in contingent liabilities or assets. For half yearly reports, changes in contingent lisbilities and
contingent asscts since the fast ™ annual report.




Additional disclosure for trusts

2008 Number of units held by the management
company or responsible entity or their
refated parties.

20.2 A statement of the fees and commissions
payable to the management company or
responsible entity.

Identify:

. initial service charges
. management fees

. other fees

Annual meeting

{Prefiminary final repore only}

The annual meeting will be held as follows:

Place

Date

Time

Approximate date the Tannual report will be
available




Compliance statement

This report has been prepared in accordance with AASB Standards, other AASB authoritative
pronguncements and Urgent Issues Group Consensus Views or other standards acceptable fo
ASX {see note 12).

[dentify other standards used

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

This report does give a true and Tair view of the matters disclosed (see note 2).

This report is based on “accounts to which one of the following applies.
{Tick one)
D The ‘accounts have been The ‘accounts have been
audited. subject to review.

D The Taccounts are in the The “accounis have not yet
process of being audited or been audited or reviewed.
subject to review.
if the audit regport or review by the auditor is not attached, details of any gualifications are
attached/will follow immediately they are available® (delete one). (Half yearly report only -
the audit report or review by the audifor must be atiached o this report if this report is to
satisfy the vequirements of the Corporations Act)

The entity has formally constituted audit commitlee.

(LM

Sign here Date: 27% February,2007.

(Managing Director}

Print name: Soon Sinn Gol.

Notes
I.

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

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



9.

Condensed Income Statement

ftem 1.1 The definition of “revenue” and an explanation of “ordinary activities” are set
out in AASE Hi04d: Revenue, and AASB 1018: Statement of Financial
Performance.

ftem 1.6 This item refers to the total tax attributable to the amount shown in item 1.5.

Tax mcludes mcome tax and capital gains tax {f any) but excludes taxes
treated as expenses from ordinary activities (eg, fringe benefits tax).

Income tax I the amount provided for income tax in this report differs (or would differ but
for compensatory items) by more than 15% from the amount of mcome lax prima facie
payable on the profit before tax, the entity must explain in a note the major items responsible
for the difference and their amounts. The rate of tax applicable to the franking amount per
dividend should be inserted in the heading for the column “Franked amount per security at %
tax” for items 13.4 to 15.7.

Condensed Balance Sheet

Formai The format of the consolidated statement of lnancial position should be followed as
closely as possible. However, additional tems may be added if greater clarity of exposition
will be achieved, provided the disclosure still meets the requirements of AASE 1029: Interim
Financial Reporting., and AASB 1040: Sitatement of Financial Position.  Also, banking
institutions, trusts and Tinancial mstitutions may substitute a clear liguidity ranking for ihe
Current/Non-Current classification.

Basis of revaiuation If there has been a material revaluation of non-current assets (including
investments) since the last “annual report, the entity must describe the basis of revaluation
adopted. The description must meet the requirements of AASE 1010:  Accounting for the
Revaluation of Non-Current Asseis. I the entity has adopted a procedure of regular
revaluation, the basis for which has been disclosed and has not changed, no additional
disclosure 15 required.

Condensed consolidated statement of cash flows For definitions of “cash” and other terms
used 1n this report see AASB 1026 Statement of Cash Flows. Entities should follow the form
as closely as possible, but variations are permitted if the directors {mn the case of a trust, the
management compeany’ believe that this presentation s inappropriate. However, the
presentation adopted must meet the requirements of 4AASE 1026.

Net tangible asset backing Net tangible assets are determined by deducting from total
tangible assets all claims on those assets ranking ahead of the Vordinary securities (ie, all
liabilities, preference shares, outside “equity interests etc). "Mining entities are not required
to state a net tangible asset backing per Tordinary security.

Gain and loss of control over entities The gam or loss must be disclosed if it has a material
effect on the "accounts. Details must include the contiibution for each gain or loss that
mereased or decreased the entity’s consolidated profit {loss) from ordinary activities and
extraordinary items after tax by more than 5% compared to the previous corresponding period.

Rounding of figures This report anticipates that the mformation required 1s given to the
nearest $1,006. If an entity reports exact figures, the $A000 headings must be amended. If
an entity qualifies under ASIC Class Order 98/0100 dated 10 July 1998, it may report to the
nearest million dollars, or to the nearest $100.000, and the $A’000 headings must be
amernded.

Comparative figures Comparative figures are to be presented m accordance with AASE 1018
or AASE 1029 Interim Financial Reporting as appropriate and are the unadjusted figures from
the latest annual or half year report as appropriate. However, 1f an adjustment has been made
i accordance with an accounting standard or other reason or i there 1s a lack of
comparability, a note explaining the position should be attached. For the statement of
financial performance, AASB 1029 fnterim Financial Reporting requires mformation on a year
to date basis in addition to the current interim period.



12.

10

18.

Additional information An entity may disclose additional information about any matter, and
nust do so if the nformation 18 material to an understanding of the reports. The information
may be an expansion of the material contained m this report, or contained 11 a note attached to
the report. The requirement under the listing rules for an entity to complete this report does
not prevent the entity 1ssuing reports more freguently. Additional material lodged with the
TASIC under the Corporations Act must also be given 10 ASX. For example, a director’s
report and declaration, if fodged with the TASIC, must be given to ASX.

Accounting Standards ASX will accept, for example, the use of International Accounting
Standards for foreign entities. If the standards used do not address a topic, the Australian
standard on that topic {1f one exists) must be complied with.

Corporations Act financial statements This report may be able to be used by an entity
required o comply with the Corporations Act as part of its half-year financial statements if
prepared 1n accordance with Austrabian Accounting Standards.

Issued and quoted securities The issue price and amount paid up is not required in 1tems
18.1 and 18.3 for fully paid securities.

Details of expenses AASE 1018 requires disclosure of expenses from ordinary activities
accordmg to either their nature or function. For foreign enfities, there are similar requirements
i other accounting standards accepted by ASX. AASEB ED 103 clarifies that the disclosures
required by 4ASB 1118 must be either aif according to nature or ¢l according to Tunction.
Entities must disclose details of expenses using the layout {by nature or function) employed n

their Taccounts.

Relevant Hems AASB 1015 requires the separate disclosure of specific revenues and
expenses which are not extraordinary but which are of a size, nature or incidence that
disclosure 1s relevant in explaining the financial performance of the reporting entity. The term
“relevance” s defined i 4ASE 1078, There is an equivalent requirement in AASB 1020
fnterim Financial Reporting. For foreign entities, there are simular requirements in other
accounting standards accepted by ASX.

Pollars If reporting is not in A$, all references to $A must be changed to the reporting
currency. I reporting 15 not i thousands of dollars, all references to “000” must be changed
to the reporting valoe.

Discontinuing operations
Half yearly report

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

Prelimmary final report

Entities must either provide a description of any significant activities or evenls relating to
discontinuing operations equivalent fo that required by paragraph 7.5 (g) of A4ASBE 1{28:
Interim Financial Reporting, or, the details of discontinuing operations they are required fo
disclose in their “accounts in accordance with AASB 1042 Discontinuing Operations.

Foermat

This form i1s 8 Word document but an entity can re-format the document into Excel or similar
applications for submission to the Companies Announcements Office m ASX.



WATERCO LIMITED AND CONTROLLED ENTITIES

ANNEXURE A

1.24 REVENUE AND EXPENSES

Revenue

Changes inr nventories of funshed
goods and work in progress

Raw Materials and consumables used
Employee benefils expense
Depreciation and amorthisation expense
Borrowing costs expense

Adveriising expense

Discounts allowed

Outward freight expense

Rent expense

Contracted staff expense

Warranty expense

Commussion expense

Other expenses

Profit before mcome tax expense

Income tax expense

Profit from continuing operations

Profui{loss) attributable to minority eguity inferests

Profit atirtbutable 0 members of the parent entity

Economic Entity

31/12/2006
$
43,187,986
(3,354,326}
(20,532,308)
(7,649,032)
(955,676)
(1,062,399)
(1,1%8,132)
(769,440)
(1,328,451)
(1,553,278)
(254,820
(484,794)
(148,327)
(5,027,725)
(1,120,722}
(185,0643
(935,658)
79,572

(965,230}

31/12/2005
5
49,574,693
{3,954,766)
(19,910,154)
(7,525,092}
(1,033,852)
(826,901}
(1,006,647
{748,235}
(1,074,575}
{1,454,801)
{437,241)
(391,678}
(310,94%)
(6,173,568)
4,726,235
779,868
3,946,367
(5,837)

1,952,204



WATERCO LIMITED AND CONTROLLED ENTITIES

ANNEXURE B
SEGMENT REPORTING
a}indusiry Segments
The economic entity operates predominantly in one industry being the manufacture
and wholesale of swimming pool chemicals, accessories and equipment, manuficture
and sale of solar pool heating systers and as & franchisor of swimming pool outlets

retailing swimming pool accessories and equipment.

byGeographical Segments

2006
AUSTRALIA S.EAREA Atd NORTH OFHER ELIMINATION
ZEALAND AMERICA ’ THY
3122006 MY WG 312006 IEALTHG T 22606 FUE22006
% % % & R 3 %
MIC ENEITY 31 4G 850 £ HG01S 3,006.248 3413708 3 00 42 6000 867
INTERSEGMENT SALES R 146 5036818 310833 1,553,501 LA 1046 056) -
UNALLOCATE RE 119
32,474 4530 o 1046 056)
TOTAL REVE 557258433 3416401 4657 299 4,642,860 43,187,996
189625
SECMENT RESHLT 93,333 £33, 862 125200 29,171 (655 456 {342.50%)
(378,119
PROFIT BEFORE INCOME TAX
SRR
INCEME TAX 3
185064
PROFIT AFTER MNOOME TAX
035,658
2005
AUSTRALIA SEAREA NORTH OTHER ELIMINATION ECONOMIE
AMERICA ’ ENTITY
3122005 M1 200 IEALH0S AR08 M08 FUE22005
% % & e % %
32,847,010 § 784371 3221518 % ,3%4.062 3519 047 40 1146, 654
INTERSEGMENT SALES L3FER BT 127 3924530 145, 1 56 L3 0 111ABG 590 -
UNALLECATES RE 3184130
34,225 087 o 111ABG 590
TOEAL REVED RI60,498 3614048 453,068 4. 460.9%6 49,574,693
5205 635
SECMENT RESHLT HURE7] 212403 1138017 . (183, 16 5244074
S WET GF
(818,439
PROFIT BEFORE INCOME TAX
4936235
INCEME TAX EX
{4681
PROFIT AFTER MNOOME TAX
3046367




WATERCO LIMITED AND CONTROLLED ENTITIES
ANNEXURE C
COMMENTS BY MHMRECTORS

Revenue and Profitability

For the six months ending 31 December 2006 Waterco Limited reported & Net Loss After Tax of $0.96 million.
The reported net Toss was after allowing for unreatized foreign exchange losses totaling $1.17 million.

The result is consistent with Waterco®s announcement to the ASX on 18 January 2007, that the half vear result
represented a break even after tax {(before Foreign Exchange adjustments). The actual after tax profit {before

Foreipn Exchange adjustments) was $.0.234m.

The result compares with a reported after tax profit of $3.08 million (after Foreign Exchange gains of $869,741)
for the previous corresponding period being the six months ending Dec3.

Earnings Before Interest & Tax {excluding FX adjustments) for the period were $1.1 Emillion (Half Year DecO3
$4.68 million).

Total Revenue was $43.2 million (Half Year DectS $49.6 mitlion).

Detailed below is a breakdown of the Total Revenue contribution for the Dec Half compared to previous DecO3
Half Year:

Waterco Limited « Half Year Dec 08 Actual Decd5 Actual % Change
Divisional Revenue

Australia % 31,482 880 $ 32,847.918 -4 1%
S E Asia % 1,888,015 $ 1,784,371 5.9%
North America % 3,413,708 $ 8,384,902 -59.3%
New Zsaland % 3,106,248 $ 3,221,515 -3.6%
Other % 2,708.008 % 2,817,947 -3.9%
Unaliocated Revenue % 578,119 % 518,039 11.6%
Total $ 43,187,986 $ 48,574,693 -12.9%

The table above highlights the 12.9% ($6.39 million) revenue decline was principally attributable to the USA
and Canada which represented 78% ($4.97 million) of the total revenue decline against the previous year.

Our sates of product in the Northemn Hemisphere, reflecting the back end of the summer scason, were below
expectations. in the USA sales were impacted by the toss of the Waterpik (USA) business and timing delays in
the re-order by existing customers. As a result we were unable to replace this lost business prior to vear end
Deci6, however forward orders currently on hand are higher than this time Rast vear.

In the European markets our sales resufts were impacted by a delay in the volume of early purchase orders by
distributors in Eurepe and key customers in Canada and USA. Distributors, six months earlier in the Northern
Hemisphere summer, had experienced an unseasonally cool summer and had been left with surplus stock,
feaving our first half year revenue results below expectation.

Waterco Canada sales were down on fast year caused by lower production volumes as a result of product quality
issues. This issue is being addressed with the restructuring of production of heat pumps with part of the
production line in Canada relocated to Waterco Far East in the second halfl

Sales in Australia declined approx. 4.1% over the previous period due to an unseasonally cool summer and &
reduction in sales of our chemical business. Delays in the delivery of heat pumps from our Canadian operation
which was budgeted to boost sales in Austratia, also impacted negatively on sales revenue.

In terms of our 38 store Swimart franchise group, we were pleased to note that first half revenues were ahead of
the previous 6 month corresponding period by approx. 3%. In the first half, Waterco product sales in Australia
were represented by 24.9% to Swimart stores with the balance represented by major retai! and trade sales.



Divisional Performance

Detailed below is a division breakdown of divisional EBIT contributions {before forex) for the half vear ending
Dec 2{H)6:

Divisionat EBIT {before Forex) Dee 06 Actual Ceclb Actual % Change
Half Year — 6 months ending

Austrafia $ 3,538,179 $4,943,767 -30%
SE Asia. $199,521 $790,030 -75%
North America -$2,663,186 -$1.312,183 -103%
NZ $107.307 $191.810 -44%
Other -$4,943 $136,421 -104%
Reported EBIT {before Forex) $1.177,878 $4,749,845 ~75%
Consolidation adjustments 566,450 566,450

Untrealised Forex Gains / (Losses) -$1,189,751 $869,741

Reported EBIT -$58,323 $5,553,136

The hatt year EBIT result {before foreign exchange adjustments) of $1.17 million reflected the impact of USA
and Canada which recorded EBIT losses of $2.66 million as against the previous period’s losses of $1.3 million.
Compounding this position was a $1.4m deterioration {before foreign exchange adjustments} in the Australian
EBIT result.

In general terms the poor EBIT performance was caused by a combination of lower than anticipated sales
revenue and lower gross marging. The groups relatively fixed cost structure (both in terms of manuthcturing and
sales & admin overhead) meant that declines in revenue and gross margin flowed through directly to EBIT.

The Foreign Exchange adjustment at the half vear totalled 3. E7Tmillion after tax loss. The Foreign Exchange loss
has no impact on cash flow. The unrealized losses relate to inter-company loans of A529.47 million from the
parent entity to overseas subsidiaries in order to fund growth and working capital. The loans are denominated
and repayable in vartous foretgn currencies in the controlled entities” accounts and are transiated to an Australian
Dollar equivalent at each reporting date. The changes in the valuation are reported as unrealized foreign
exchange losses or gains. In the last six months the AS appreciated to US$0.79 as of 31 December 2006, causing
the unrealized loss. In the event the AS were to return to USS0.74 then the losses would be reversed.

Australian Operations

The decline in our revenue of approx 4% or $1.4 million for the half was caused by lower sales of product to our
Swimart outlets and in particular chemicals. Revenues from product sales to trade and retail remained flat. The
lower revenues from Swimart related product sales was caused by some franchisees taking advantage of select
product discounts available from other supplers in the market. This issue is being addressed.

The decline in reported EBIT of approx. $1.4 million as apainst the previous corresponding period reflected a
combination of the revenue decline and gross margin decline of approx. 3% as compared to the previous period.

The unseasonal weather and #s impact on lower than forecast revenue had the effect of causing suppliers to
discount margins on our key product categories. As a result we were forced to meet the market in terms of
pricing, reflected in our lower gross margins,

During the six months 2 new Swimart stores were opened.
Waterco Far East

Waterco Far East is now the groups principal manufacturing facility for pumps and filters {commercial and
residential), Waterco Far East supplies all major overseas divisions, including Australia,

Over the last 2 years Waterco has invested in expanding the manufacturing capacity of Waterco Far East in
anticipation of increased order volumes from UISA, Canada and Europe.

In the last six months the lower than anticipated sales volumes from USA, Canada and Europe adversely affected
Waterco Far East with manutacturing output Tower than budgeted. Whilst the reported Sales Revenue actually
showed a slight increase over the Half, this excluded inter-company sales. If the inter-company sales volumes are
taken into account the decline (as against the DecO3 half year) was much more substantial and accounted for the
drop in reported EBIT of approx. $0.5m.



Waterco North America

Waterco North America represents the Groups operations in USA and Canada. Waterco North America reported
an EBIT loss for the six months of $2.66 million which was a variance from the previous corresponding period
of $1.35 milkion.

For Waterco USA (WUSA), the negative EBIT result was caused by a decline in sales revenue of nearly $3
million caused by the loss of a major customer — Waterpik — and the shifting purchasing pattern of our customers
caused by weather conditions. The customers we now have are dealers, (untike Waterpik which was a
manufacturer) who delayed their orders as a result of holding higher than expected inventories. Higher operating
expenses - predominantly rent and fixed overhead also impacted on profitability.

The US market is the larpest in the world and Waterco has 2 made a substantial investment through its
acquisition of Baker Hydro in March 2003, Our operations in Augusta, GA manufacture larger filters and
assemble commercial pumps. All indications are that our core products are competitively priced for the US
market and will, in time, reach acceptable sales levels sufficient to cover our operating costs. Obviously we are
addressing the cost structure of cur US operations to ensure this occurs as soon as possible.

The previously foreshadowed turnaround plan for Waterco Canada failed to materialize as expected. As a result,
Waterco Canada reported an EBIT loss of $1.769 millior for the six months.

Material items that contributed to the Waterco Canada operating loss included & $2m decline in revenue
{compared to the previous corresponding period); prior warranty commitments of $177.871 {excluding labour
services} and write downs of stock totalling $208,537. Labour and overhead recoveries were low, resulting in a
Toss of $240,024. The decline is sales revenue was caused by a combination of lower orders and an inability to
supply due to poor manufacturing capability from the previous summer

We had previously expected that the manufscture of the smaller heat pumps would be relocated from Waterco
Canada to Waterco Far East. This did not occur in the last six months and as a result the required reduction in
overhead did not materialize and production volumes were less than anticipated. It is however currently being
addressed as a priority.

The global demand for heat pumps that will be manufactured by our Far East and Canadian operations is
growing and despite the production problems and quality issues the product remains accepted by wholesalers in
Europe, USA and Australia. Confidence of cur customers has returned, demonstrated by a larger ‘early buy’
which will be delivered in the second half.

Waterco Europe

Revenue from our European division was negatively impacted by the same Northern Hemisphere unseasonal
weather 6 months ago that affected the purchasing pattern of our distributors,

The lower level of production of commercial filters translated into poor overhead and labour recoveries which
affected UK profitability resulting in a negative EBIT result for the six months. The result was particularty
disappointing given the turnaround in profitability that had been achieved in the previcus 12 months,

Arrangements are in place to relocate manufacturing of commercial filters to Waterco Far East. Waterco Europe,
despite reporting a negative EBIT contribution at the half year, remains profitable and is expected to improve on
the previous year full year result of $0.4 million, before restructuring costs. Our cost reduction measures would
further enhance this entity’s profitability for the next financial year. Key distribution relationships remain in
place and trends are that product acceptance and ranging with wholesalers are growing. We are also focused on
reducing fixed overhead to ensure profitability at lower sales volumes in the future.

Waterco New Zealand

Waterco NZ reported a positive EBIT of $106,686 for the six months. Waterco NZ was similarly affected {like
Australia) with unseasonal weather. The fower thun forecast sales subsequently translated into a lower gross
profit contribution which accounted for the entire decline in profitability of $90,000 relative to the previous
corresponding period.

Waterco NZ owns 4 Swimart outlets outright as corporate stores. The performance of these stores in the first half
wis less than satisfactory with both revenue and profitability below comparable franchised outlets. Each
company owned store reported losses of average $62,000 due to excessive overtime and low accountability of
their time sheets. Waterco expects that most of the corporate stores will be franchised by June07, with one of the
stores already franchised on | Feb07.



Working Capital & Gearing

Working Capital Dec 05 Actual Dec 06 Actual
Total $36,070,179 $33,861,485
inveniory $31,635,873 $31.456,879
Debtors $20,286,799 $17,767,406
Creditors -$15,852,493 -$15,362,820

The groups working capital position as at Dec06 has shown a slight decrease over the previous corresponding
period. However the majority of the improvement was not reflected in inventories, which remained unchanged.

The level of inventory at 30 June 2006 (530.98m.} was considered high, mainly due to a poor Northern
Hemisphere summer six months ago when Waterco USA, Waterco Canada and Waterco Europe stocked up in
anticipation of a normal season. The Northern summer starts in April07 and management will work towards
achieving an inventory reduction.

At the half year end Declit Waterco reported a total {net) debt position of $32m which reflected & gearing ratio
of approx. 87.5%. During the period and subsequently, Waterco has received funding support from a major
sharcholder GSS Holdings Pty Limited and other parties in the form of unsecured bridging loans of $4.5 million
at commercial rates to finance working capital, while plans are made to increase the company’s share capital.

Product Development & Water Treatment

In the six months ending Decli6 Waterco spent approx. $600,000 on research & development which was fully
expensed. This level of expenditure is consistent with previous years and underpins the strong company culture
we have towards delivering our customers innovative, durable and energy efficient products.

New product initiatives include an improved version of our commercial composite pumps, launching a range of
stainless steel pumps and re-introducing our electro-coagulation machine for recyeling of grey water after

completion of an extensive user manual,

Planned Cosi and Production Resirucioring

A restructure of our organization — in particular Canada and USA has commenced, with part of the restructure
taking effect in March 2007, The restructuring program is expected to be completed by July 2007,

Detailed below is a summary of the key cost and restructuring initistives planned by Waterco:

Cost and Restructuring Initiatives Date Expected Savings
Annualised
Relosation of manufacturing faciliies March - June 07 3 600,000

in UK, Canada, and USA 1o
Waterco Far East

Reduce manufacturing overhead in Feb - Sept 07

Australia % 250,000
Reduction in Waterco Canada overhead July 2007 % 400,000
Reduce overhead costs LISA July 2007 $ 400,000
Reduction in Group wages & on cosis July 2007 $ 400,000
Totat Savings (per annum) $ 2,050,000

Most of our manufacturing facilities in Australia, UK, USA and Canada will be consolidated into our Malaysian
manufacturing plant, Waterco Far East (WFE}. This will have the effect of reducing our group overhead cost by
approx. A$S2.0 million on an annualized basis (refer table above).

In addition, Waterco will accelerate its program of franchising out its 3 company owned stores, whose turnover
hus been increasing in the last 2 years. Conversion of the stores to franchises is expected to recoup in excess of
$3060,000 in goodwill expenses.



Waterco proposes to implement centralized stock controf and new order management processes aimed at
ensuring an alignment between forward orders and production volume. This should reduce working capital
{inventories). Overhead costs in Curope and USA 7 Canada will be substantially reduced and better aligned to
existing sales revenue,

A product review has commenced to ensure achievability of budgeted gross margins and product costings.

In Australia, Waterco Intends to increase product sales to Swimart franchisees through improved store
merchandising and ensuring that external sourcing of product by franchisees {s minimized. This should lead to
improved sales volumes and margins in FY08. Waterco is also reducing the overhead cost structure in Australia
by refocating production and assembly to Malaysia.

The planned restructuring of the business will involve the relocation of assembly activities from various centres.
It should have no adverse effects on trading. Retrenchment costs will be approximately $230.000 incurred in the
second half.

Second Hall Review / Full Year Forecast

As a result of the various tactors outlined in our ASX snnouncement, the downiurs in our first half results is
expected to have a direct impact on the full year forecast result.

With the lower than anticipated sales revenue and gross margins reported at the half year, Waterco has instituted
a full review of sales and operating budgets for Australiz and offshore entities for the remainder of the FY07
period.

The year end June (7 forecast, at this stage, is expected to retlect a $0.75 million profit before tax and Foreign
Exchange adjustment. This compares with the initial year end estimates of $3m after tax. The major variations to
the forecast year end position (including retrenchment / restructuring costs} are as follows:

s Waterco Canada — downgraded second half profitability by $1.3 million as a result of Tower trading
margins caused by higher than expected overhead and lower than expected labour recovery rates. Our
revenue estimates for the second half remain unchanged at this stage.

»  Waterco Far East — downgraded second half profitability as a result of lower inter-company sales
{Europe and USA) forecasts. Both Europe and USA had high inventory levels from the previous vear,
hence the more conservative revente estimates and lower production volumes for Waterco Far East.

»  Waterco China — we have lowered the second half profitability by $0.3 million due to the requirement
1o write-off pre-operating costs refated to the opening of the new building in 2006, instead of
capitalizing the expenditure.

»  Waterco Europe — we have revised the profitability for the second half downward by $0.95 million due
to tower sales forecasts and under-recoveries of [abour and overhead costs. The eatity will be profitable
by year end June 2007, after absorbing one-off costs of restructuring in relocating manufacturing
activities to Waterco Far East.

The positive impact of the restructuring initiatives is not expected to be felt until FY08.
Dividend

Your directors have decided to not declare a final dividend in view of the disappointing half year result. This
position will be reviewed again at the time of refease of the full year results.

Outlook

The board of Waterco recognizes that the revised forecast for year end June 07 is extremely disappointing.
However steps have been taken to reduce overhead costs, consolidate manufacturing operations and improve
manufacturing marging. Subject to these initiatives being executed within established timeframes snd sales
revenue holding at current levels — an improvement in profitability is expected in the FY 08 period.



