The directors submit the financial statements of the Company for the year ended 30 June 2004,
HRECTORS
The names of the directors of the Company in office during the financial year and until the date of this report are:

Richard Sealy HBruce Hansen (Appointed 72/3/04}
Pater Gregory Janat Sayer (Appointed 24/6/04)
Andrew Gavidson {Ceased 1o be employed 77/3/04}

Akt directors were in office from the beginning of the financial year until the date of this reposi, uniess otherwise stated.
PRINCIPAL ACTIVITIES

The principal activity of the Company during the financial year was the marketing and manufacture of commercial furniture,
Mo significant change in the nature of these activities occurred during the year.

REVIEW OF OPERATIONS

Yhe results for the Company aftes providing for income tax for the financia! vear amounted to a profit of $457 127 {2
119,341

03

A comprahansive review of operations is contained in the Chairmar and Chied Executive OHicer's Reporis.
SIGNIFICANT EVENTS AFTER BALANCE DATE

No matters of circumstances have arisen since the end of financial year, which have significantly affectsd or may significantly
affect, the operations, results of operations of the state of affairs of the Company in subsequent financial years,

LIKELY DEVELOPMENT AND EXPECTED RESULTS

Likely developments in the operations of the Company and the expected results of those operations have aet Been includad in
this report as the directors belisve, on reasonable grounds, that the inciusion of such information would be ikely to rasult in
unreasonable prejudice to the Company.

ENVIRONMENTAL REGULATION AND PERFORMANCE

The Company was not materiatly affected by any particuiar and significant envisenmental regulations of the Commonwsalth or
a State or Territory during the financial yeas.

DIVIDENDS

Yhe Board have recemmendsd payment of a dividend of $C.C1 per share {$125,259) for the year ended 2003/04 which will be
paid in the 2004/05 financial year.




INFORMATION ON DIRECTORS

Director

Richard Sealy

Peter Gregory

Bruze Hansesn

Janet Sayer

Experience and Special Responsibilities
Chairman and Non-Fxecutive Director

Mr Sealy has over the fast 25 years held positions as financial director, managing director or chairman
of a number of public and private companies in Austraiia, New Zealand and the United Kingdom.

Mr Sealy brings to Gregosy Indusiries Limited experience in develeping and growing companies by
applying good business practices and motivaling peaopie so that the companies become successful
and profitable. He has an in depth kacwledge in the corporate and legal siructuring of entities
wiign embarking on fend raising and acquisition activities and has been instrumental in numerous
public and private debt and/or squity issuss and mergers and acouisitions,

Non-Execotive Direcior

My Gregory, a gualified shysiotherapist and original founder of Gregory industries, has valuabie
experience and sxperiise gained over many years in the Compasy's core business of designing,
manufacturing and distributing commercial furaiture and in particular our wei knows range of
ergoacmic chairs. Mr Gragory is Chairman of the Company’s Design and Develepment Committee.

Non-Execotive Direcior

Mr Hansen joined the Board of Dirscters in the early part of this year, and has had a ioag
aszociation with boih the Company and its nredests, Bruge has over twenty five vears experience
i engineering, manufaciuring and project managing of products used for the military envizonments.
Currently managing & number of projects for a moltinational organisation, Bruce has worked for
companies such as BAE Systems, GEC Marconi Australia, and Plessay Australia, and Amalgamated
Wirgless Austraiia (AWA)

Non-Execotive Direcior

Ms Sayer has a strong background and understanding of integrated business strategies and has held
& number of senior positions including Managing Cirector of Teistra Payphone and Card Services;
Managiag Girector of GTECH Australasia Corporation; has held senior executive and beard positions
within the hotef and trave! iadestries, Her experience in marieting and contacts made cver a
number of years at kigh levels within industry will undoubiedly be of bensiit 1o Gragory Industries.

Interests in the shares and options of the Company:

Ag at the date of this repost the interests of the disectors in the shares and aptions of the Company were:

Birecter

Entity/Related Party Shares Options

Peter Gregory

Bruse Hansen
Richard Sealy
Richard Sealy
fichard Sealy

Bungan Nominess Pty Limited 4,300,000
BE Hansan 5,000
Hammersmith Holdings Limited 1.554 448
g & P Sealy Scperasneation Fund 20,000
P Speaiman and [ Karsten . 200,000




SHARE OPTIGNS - Unissuad sharas

As gt 30 June 2004, there were 1,000,000 unissued ordinary shares under options &5 follows:
» BE00,000 options at an exercise price of $0.50 expiring on ¥ July 20604

» 200,000 options at an exercise price of $0.18 expiring on % July 2005

» 200,000 options at an exerciss price of $0.18 expiring on 31 August 2008

Optior holders de not have any right, by virtae of the epiion, to participate in any share issue of the Company or any related
body corperate of in the interest issue of any other registerad stheme.

DIRECTORS MEETINGS

Birector Number Eligible to Attend Number Attended

Richard Sealy
Andrew Gavidson
Fetar Gregory
Bruce Hansan

Janet Sayer

Yhe Company bas an Audit Committes. The Audit Commitiee met &5 part of the Board meetings in February and August 2004,
DIRECTORS' AND OTHER OFFICERS' EMOLUMENTS

Disciosure rslating 1o direciors’ and exscutive officers’” emoluments has been included in Note 5 of the firancial report,
DRECTORS AND AUDITOR'S INDEMNIFICATION

Yhe Company has aot, during of since the financial year-snd, ia respect of any person who is o has beea an officer or an
auditor of the Company or & related body:

o indemnified or made any relsvant agreement for indemnifying against a liabitity, including costs and expeasss in
successfully defending fegal proceadings; or

» oaid 07 agreed to pay & premium in respect of a contract insuzing against a Hability for the costs or expenses to defead
legal procsedings, with the exception of the fallowing matters:

Dusiag or since the end of the financial yeas, the Company has paid premivms oo behalf of each of the Directors against
ligbiities for costs and expenses incurred by them in defendiag any iegal proceedings arising out of thels conduct while
acting in the capacity of director, other than conduct invelving a wilful breach of duty in relation to the Company. Bisclosure
of the aature of the insurance cover and the amount of premivm involved is prohibited by the contrast itsalf,

PROCEEDINGS ON BEHALF OF THE COMPANY

No persen has apelied for leave of Court to bring proceedings on behalf of the Company of intervene in any proceedings (o
wiich the Company is a party for the purpese of taking responsibifity on behalf of the Company for ali or any past of those
procesdings.

Yhe Company was 1ot a party 10 any such proceedings during the year.




CORPORATE GOVERNANCE

I recegnising the aeed for the highest standards of corporate behavicur and acceuntabiiity, the directors of Gragory
Irdustriss Limited support and have adhigred o the principles of corperate governance. The Company's Corporate Governance
Statement is containgd in the Corporate Govarnance section of this annuai report,

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

Richard Sealy
Chairman

Peter Gregory
Direstos

Syaney, NSW

Dated 27 September 2004




Revenue from ordinary activities

15,041,168

Cost of goods sald
Distribution expenses

Sales and marketing expenses
Manufacturing sxpenses
Administrative expenses

Borrowing cost @xpenses

{8,094,518)
{bG2,BEY]
i%.645,285)
{1,685 545
{2,309,285)
198.187)

(14,299,489

Profit from ordinary activities before
income tax expense

741,708

Incoms tax expense selating to ordinary activities

284 586

Profit from ordinary activities after
income tax expense

457,122

Net profit attributable to members of
Gregory Industries Limited

457,122

Total changes in equity other than those resulting
from transactions with owners as owners

457,122

Basic earnings per shate

Diuted earnings per share

3.6 cants
3.6 cents




Current assets

Cash assets 627,993
Receivables 2,677,310
[rventosies 1 A402. 328
Tax assets

Other assets 333.528

Total current assets 5,081,157

Non-current asseis

Receivables

Plant and equipment 3 903,034
Tax assets 15% 958
Itangitle assets 2,164,889
Other zssets 1,168,759

Total non-clrrent assots 4,396,413
Total agsets 9,477,570

Current liabilities

Payables ) 038,858
Irterest-bearing liabilities 268,91
Provisions 2h0,747
Tax lakilities 136.887

Total current labilities 2,594,699

Non-current Habilities

Irterest-bearing liabilities 1,064,887
Provisions 78,881
Tax lakilitias 58.955

Total non-current liabilites 1,218,524
Total liabilitias 3,806,223
Net assaeis 5,872,347

Equity
Contributed suity
Ratained profits

Total equity 5,672,347




Cash flows from operating activities
Receipts from cusiomess

Fayments 1o suppliers and empioyees
Inte:es? received

Interest and other costs of fingnce paid

Income tax paid

15,353,485
i14,649,987)

23,558
198,187]

1151,814]

MNat cash provided by operating activities

476,978

Cash flows from investing actvities
Frocesds from sale of plant and squipment

Fayment for acquisition of business
Faymant for nlant and eguipment

29,454

158,758)

MNat cash used in investing activities

{29,304}

Cash flows from financing activities

Froceads from borrowings

Repayment of borrowings

Dividends pai

1238,889]

Net cash used in financing activities

{236,860}

Net increase {decrease) in cash

Cash at the beginning of the year pericd

210,814

417,179

Cash at the end of the year period

B27,993




NOTE 1: STATEMENT OF ACCOUNTING POLICIES

This finaacial report is a general purpose financial repart prepared in aceordance with the requirements of Australian Ascouating
Standards, Urgent Issues Groun Consensus Views, other authoritative proncuncements of the Australias Accounting Standards
Board and the Cormporations Act 2001,

Gregosy Industrigs Limited is a lisiad public company, incerporated and domiciled in Australia.

The financial report has been prepared on an accreais basis and is based on historical cosis and does not take iato account
changing money valees or, xcent whare stated, current valuations of non-current asseis. Cost is based on the fair values of
the censideration given in exchangs for assets.

The fellowing is a summary of the material accounting policies adopted by the Company in the preparation of the financial
report. The accounting policies have beed censistently apotied, uniess otherwise siated.

{a} Revanue

Bevenuve from the sais of goods is recogrised upon delivery of the yoods to customers.
Irisrest revenue (s recognised on a proportional basis taking into ascount the interest rates apoicable to the financial assets.

b Income Tax

The Company adopts the Hability method of tax sffect accounting wharely the income tax expense shown ia the Statemsent of
Firancial Performance is assd on the profit from ordinary activities adjusied for any permanent differences,

Timing differences which arise due to the different acvoonting periods in which items of revenue and expense are included ip
tha determination of acvounting profit and taxable income are brought to account either as a deferred tax liabiity or a
deferred tax asset described as future income tax benefit at the rate of income tax apdicasla to the pariod in which tha
benefit will be received or the liahiity will become payable,

Feture ircome tax benafits are rot brocght to account eriess realisation of the asset is assured beyond any reasonakle doubt,
Feture income tax benafits in relation 1o tax losses are not brought 1o account unisss there is virtua! certainty of realisation
af the benefiis,

The amount of benefits brought to account or which may be realised in the future s based on the assumption that no adverse
change wiif ocour ik income taxation legisiaticn and the anticipation that the Company will desive sufficient future assessable
ircome 10 enabie the benefit to be realised and comply with the conditicns of deductibility imposed by tax legislation.

{c} Foreign currency transactions and balances

Foreign currency transactions during the pariod ars converted 1o Aestraiias currency at the rates of exchange appiicable at
the dates of the transacticns. Amounts receivable and payabie at balance date ars coaverted af the rates of exchange ruling
&t that date. Yhe gains or lesses from conversion of short-term assets and Habilities, whether realised or unreatised, are
ircluded in profit from ordinary activities as thay anise,

{d} Acquisition of assets

The perchase method of acceunting is used for 3!l acguisitions of assets regardless of whether equity instrements or other
assets are acquired. Cost is measured as the fair value of the assets given up, shares issced or Habilities undertaken as at
the date of acquisition plus incidental costs directly atributakle to the acquisition. Where equily instrements are issued in 3
actuisition, the vaiue of the instruments s their market price as at the date of acquisition, valess the notiona! price at which
they could be wlaced in the market is a better indicator of fair value. Transaction costs arising on the issue of eguity
iEStrUMEns arg recoghised direstly in equity.




NOTE 1: STATEMENT OF ACCOUNTING POLICIES (CONTINUED)

td} Acquisition of agsets

Whaere sertlement of any part of cash consideration 18 deferred, the amounts payable in the future are discoanted 1o their
present value as at the date of acquisition. The discoent rate used is the incremental borrowing rate, being the rate at which
a similar borrowing could be obtaingd from an independent financier under comparable terms and conditions.

Aliability for restructuring costs is recogrised as at the date of acquisition of ar entity or part thereo? when there s a demensirabie
sommitment to & resiructuring of the acquired entity and a rediable estimate of the amount of the liability can be made,

Goodwill is aceounted for in accordance with Note 14)) Where ar entity or operatien is acquired and the fair value of the
identifiable net assefs acquired, including the liability for any restractering costs, sxceeds the cost of the acquisition, the
difference, representing a discount on acguisition, is accouated for by reducing propestionately the fair values of the non-
moastary assets asguired until the discount s eliminated. Any remaining discount is recognised as revenus in the Statement
of Firancial Performance,

te} Receivables
frade debtors are recogaised when the risks and rewards of ownershin of the underlying sales transactions have passed io
customiers. This event usuatly ocours on delivery of inventories to customers, frade debtors are recorded at nominal ameents.

Credit terms are 30 days from end of month, Cellectabifity of cverdue accounis is assessed on an ongoing basis. Specific
atfowance is made for ail doubtful accounts.

i Inventories
Invesatories are maasured at the lower of 2ost and net realisabie vatue, The cost of mancfactured prodests includes direct

materials, direct fabour and an appropriate portion of variable and fixed overheads, Overheads are appliad on the basis of
nosma! operating capacity. Costs are assigned oa the basis of weighted averags cosis,

tg} Plant and equipment

Fiant and equipment ars measured on the cost basis. The carrying amount of plant and equipment is reviewed annuvally by
directors to ensuza it is not in excess of the recoverabie amount from these assets. The recoverahie amount is assessad on
the hasig of the axpecied ast cash flows, whish will be received from the assets employmesnt and subseguent disnosal. The

expected net cash flows have not beed discounted 1 their present values in determining recoverahle amounts.

The cost of fixed assefs manufacturad by the Company includes the cost of materials, direst labour and an appropriate
properiion of fixed and variable overheads.

Yhe deprecizble amount of siant and equinment inciuding capiialised |sased assets, is depresiated on a straight-ling basis cver
their gstimated useiul lives to the Sompany sommencing from the tme the asset i3 beld ready or pse. Leasehold improvemants
are amortised over the shoster of gither the onexpired term of the iease or the estimated useful life of the improvements,
Lstimates of remaining useiul lives are reviewed on an annual basis. The depreciaticn rates used ot sach class of depraciable
assels are:

e Plant and enuipment 9 - 50%

o Laasad plant and equipment 20— 33%

tht Leases

Leases of fixed assets where substantially the entire fisks aad beasiits incidental o ownership of the assst, but not the lsgal
owsarship, are transferred 1o the Company are classified as firance leases. Finance leases are capitalised, recording an asset
and & liability equal to the present vaiug of the minimum lease payments, insluding any guaraniged residual values.




NOTE 1: STATEMENT OF ACCOUNTING POLICIES {CONTINUED]

{h Leases {continued}

Leased assels are amorstised oa a straight-line basis over their estimated useful lives, whare it is likely that the Company will
obtain ownership of the asset, or over the term of the fease. Lease payments are allocated between the redection of the
lease liability and the lease interest expanse {or the period,

Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor, ase charged as
gxpenses in ihe periods in which they are incusred.

{i} Research and development

Besearch and development costs are charged to profit from ordinary activities as incurred or defsrred where it s expecisd
hevond any reasonabla doebt that sufficient foture economic besefits will be obtained so 8% to recovar those deferrad costs.
{i} Intangibles

Goodwiff

Goodwill is initially recorded at the amount by which the nurchase price for the business exceeds the fair value atiributed to
its net assets at the dats of acquisition. Goodwill is amortised on 2 straight-line basis over a peried of 20 years, Tha
haiances are reviewed aanually and any balance representing future beasfits for which the realisation is considered te ke no
longer probakle is writlen off,

Fatents

Significant costs associated with patents are deferred and amostised 0n a straight-iine basis over the period in which their
henefits are axpected 1o be realised.

{k} Trade and other creditors

These amounts represent enpaid liabEities for goods reseived by and services provided to the Company prios 10 the and of the
firgncial year. The amounts are uhsecured and are normally settied within 680 days,

{1} Interast-bearing liahilities

Loans and debentores are carsiad at sheir principal amounts, interest is accrued over the period it becomes due &nd is
recorded as part of other creditoers and accruals,

{m) Employee benefits

Provision is made for the Company's Hability for smployves benefits arising from services rendered by employees 10 balanse
date. These benefits include wages and salaries, annual leave and long sarvice leave. Sick fsave is non-vesting and has not
been provided for

Lripioyee benefits expected 10 be settled within cne year have keen measured at the amounts expected to be paid when the
libility is setlied, pius related on-costs, Other employee benefits payable later than one year have been measured at the
prasent vaiue of the estimated future cash outflows 1o be made for those baeasfits,

The contributions made to superarnuation funds by the Company are charged as expenses when incurrad,

{r1} Cash

For the purposes of the Statement of Cash Flows, cash iacludes cash on hand and in banks, deposits at call and money market
investmeants that are readily convertibie into cash,

{o} Comparative figures

Where requized by Accounting Standards, comparative figures have besa adjusted to conform to ¢hanges in preseatation for
the currant financial year




NOTE 1: STATEMENT OF ACCOUNTING POLICIES (CONTINUED)

tp} Goods and Services Tax {6ST)

Revenues, axpenses and assets are recognised net of the amount af GST, excent whare the amaunt of G8T incurred is not recoverable
from the Australian Tax Office. In these circumstaaces the G5T is recognised as part of the cost of acquisition of the asset or
as part of an item of expense, Receivabies and payabies in the statement of financial position are shown inciugive of GST

ta Dividends

Frovision ts made for amounts of dividends declared, determined o pulzlicly recommendad by the directors on or betore the
and of the financial year but not distriuted at balance date,

tr} Recovaerable amount of nop-current assets

Yhe recoverable amount of an asset is the ret amount expected to be recoverd through the cash inflows and outfiows arising
from its continued use and subsequent disposal,

Whare the carnying amount of a non-current asset is greater than its recoverable amount, the asssel is written down 16 i13
recoverabis amount, Where net cash inflows are derived from a group of assets woriing together, recoverable amouat is
determined on the basis of the relevant group of assets. The decrement in the carryiag amount is recegnised a5 an expanse
in agt prefit of loss ia the reporting peried in which the recoverable amount write-down accurs,

The expected set cash flows incloded in determining recoverable amounts of non-curreat assets have not bees discountad to
their presesnt vaiugs.

tst Adoption of Australian equivalents to International Financial Reporting Standards

For years ending on or after 3¢ June Z0GE, 21l general purpose financial reposts prepared in accordance with the reguiremants
of Chapter 28 of the Comorations Act wiif ba required o comply with Austraiian enuivalants to international Financial
Reperting Standards [IFRSs) instead of Australian Accounting Standards presently on issue. Comparative financial statemsnts
must also be presented in accordance with Austrafian equivalents to FHSs for the year ending 39 June 20905,

{it Management of the transition process

ln order to facilitate this transition process, the Company estabiished a transition project teasm to report on a transition
alan to the Board prior o completion of the annual accounts for 700304,

The Company’s transition process coasists of 3 phases as fellows:

Planning phase

This phase iavolves setting out the time table for transition and identifying differences in key accounting poficies between
current Australian Accounting Standards and the Ausiralian sguivalenis to IFRSs 10 be adepied ia future, it also involves
an assessment of complex aseas and a basic stocktaking of resources available 1o implement the process.

The plarning phase has essentially been completed a1 30 June 20604,

Diagnosis phase
Cetaiied training on specific Austratian equivalents to [FRSs will e underiaken during this phase, particuiasly for staff
dirgctly isvoived in accounting functions.

The Liagnosis Phase alse involves a more detailed analysis (than mersly of key ascounting policy differences) of measurement
and disclosure impacts and preparatory work o4 revised statutory reporfing templates. 1o ensure that quantitative iaformation
ic avaitable for AASE 1047 disclosures required at 3C Juae 2005, decisions will be taken on exemptions and options provided
i AASE 1 “First Time Adeption of Australian eguivaients to IFRSs® and detatied impairment testing wii be performed an
opening baiance shegt carrying values of assets at 1 July 2004,




NOTE 1: STATEMENT OF ACCOUNTING POLICIES {CONTINUED]

{s} Adoption of Australian squivalents to International Financial Reporting Standards {continued)

Husiness impacts (e.q. reiationships with bankers, lenders and employees), ascounting sysiem changes, training and
resource requiremients wit also be ideatifisd doring this phase.

This phase has commenced and is due for compiation by 30 June 2405,

Lonvarsion phase

Curing this phase, changes required 1o acvouniing and reporting systems will be finglised and fested. Agreemants with
landers will be renegotiated, where applicabie, to ensere that the Company is nol prejudiced by the adoption of the new
accountiag framework, Extensive training will be underiaken dering this phase to ensure that all employess, accounting
narsonaal and others, wiic are impacted by the adoption of Australian equivalents 1o IFRSs are confident with naw
HIOCRSSES,

This phese is expecied to be completed by 30 June 2005,

{ii} Changes to key accounting policies
The Company has identified the foliowing key differences in accounting policies that are expected to arise from adopting
Avstralian equivalents 1o iFRSs,

Goodwill

Soodwill acquired in & besingss combination will act require amortisation, but instead be subjsct to impairmen: testing at
least annuaily, If thers is any impairment, i will be recognised immediately in the statement of financia! performance. This
will resul? in lowes amortisation sxpenses, and therefors higher earnings on an annia! basis, but increased volatility of
results in the event of impairmant,

Taxation

& "balance sheet” approach will be adopted under Australian sguivalents to IFRSs, replacing the “statement of financiat
performance” approach currantly used by Australian companies. The "balance sheet” methed recogrises deferred tax
balances wheh there is 3 difference between the carryiag value of an asset or Hability, and its tax base. Any initial
adjustments to calvalate deferred tax assets and liability balances on transition using the new basis will ke made through
opening baiances of retained eardings at 1 July 2004, Ceferred tax asset and liability balances at 1 July 2004 ¢an only be
calcuiated onee aif oiher spening baiance sheet amounts bave been finalised at that date.

Revenue on Disposal of Assets

Currently the Company iacludes gross revenue received on dispesal of assets as revenue. Under Australian eguivalenis to
FRSs, gaing and losses on sale of assete will be recognised on & net basis in revenue, resuiting in lower revenue being
recorded by the Company.

Impairment of Assets

The Company currently assesses the amouat of impairment of assets by determining the racoverable ameunt on the basis
of undiscounted cash fiows, Uader Australian sguivalents to IFRSs, the Company will be required to determine the
racoverable amount as the higher of fair value less costs to se!l and valus in use {which is determined using discounted
cash fowsk It is likely that this change in polisy and basis for calculation will fead to more impairment losses being
rpcognised and therafore greater volatility in future earnings. It is also Hkely that whes discounrting is initially applied on
transition 2t 1 July 2004, impairment losses may need 10 be recegrised an a large number of assets, resulting in a
aggative impact on opening balances of retained earsings at that date.




NOTE 2: REVENUE FROM ORDINARY ACTIVITIES

Revenue from operating activities

Sales revenus 14,838,715
Interest - other parties 73,508
Other 143,441

Total revanue from operating activities 18,811,714

Revenue from non-operating activities
Procesds on disposal of noa-current assets 79,454

Tatal revenue from non-operating activities 29,454

Total revenue from ordinary activities 15,041,188

NOTE 3: PROFIT FROM ORDINARY ACTIVITIES

Frofit from ordinary activities before income 15
has been determined atter:

ta} Charging as an expense

Cost of goods sold 8,094,518

Interest paid/payakle 1o;
Other parsons 57,050

inance iease charges 14,417

Total horrowing costs 98,187

Degreciation of acn-current assets:
Plant and equipment 166,554

Amartisation of non-current asses
tmased plant and sguipmant 59,085
Fondwill 139,437

2

Hoyalty prepayment, petents znd licances 98,392

Total amortisation 287,908
Net bad and doubtful debts expense 5,000

Reatal expense on operating leases

Minimum iease payments 505,387

Research and development costs 4,127




NOTE 3: PROFIT FROM CRDINARY ACTIVITIES (CONTINUED)

{b} Revenue and net gains

Net gain on disposal of non-current assets:

- Plant and aguipment

{c} Significant revenuss

The following significant revenue item is relevant in
gxplaining the financial performance;

Write bask of cradit Balances - debtor accounts

NOTE 4: INCOME TAX

The arima facie tax pavable oo the opesating profit is reconciled

w the incoms tax providad for in the accounts as followe:

Prima facie tax payabie on operating profit

hefore income tax calcuiated € 30% 222,512
Tax effect of parmanent differences;

Add:

- Amortisation of goodwill

- Noa deductible amortisation

- Underprovisien of income tax in gsicr year

- Other non deductible axpenses

Income tax expense attributable to profit from ordinary activities 284,586




NOTE 5: DIRECTORS” AND EXECUTIVES' REMUNERATION

ta} Names and positions held of directors and specified exacutives in office at any time during the financial year are:

Directors

My B M Sealy Chairman — Non-Executive

M: F 3 Gregory Diraeter — Non-Executive

My A J Davidson Managing Lirestor — Exscutive
My B £ Hansen Director — Non-Executive

Me § £ Sayer Director — Mon-Fxecutive

Specified Executives

M: 3T C Lange Company Secretary/Financial Controllar
My [ Maguire Company Sseretasy/Financial Conireller
My R Hyland National Sales & Marksting Manager
Me & A Scott Chigf Executive Officer

My 0 J Bigrwirth National Sales & Masketing Managar

The: ware no other specified executives during the yaar,

thi Specified Directors’ remuneration

Ceased to be empioyed 22/3/04
Apncinted 22/3/04
Apnoinied 74/5/04

Resigned 9/1/04

Appointad 9/1/04 and redundant 31/8/04
Resigaed 27/08/04

Anncinied 17/5/04

Appoiared 1/03/04 and ceased 1o be
employed 6/8/04

Me B M Sealy Mr P G Gregory Mr A J Davidson Mr B € Hansen Ms J C Sayer

24004 24003 2094 Z0C3 ZO04 2003 2604 2003 2004 2093

§ : § b g

g

Tatal

2004
§

2003

"

b

Primary benefits
Directors’ feas 43,333 , 40,528

Afowanses 1,404

Salary . - 810 - 187,313 228,875

Consulting

Post employment
benefits

Superannuation

95,853
1,404

187,313

8,892

contribution 390 2828 4518 2828 15477 20458 1.6 . - 25,876

75,334

228,875

26114

Total 48,637 40,495 108449 40495 203,79 250,333 12,242 - 320,244

331,323

Inciuded in the salary for Mr P G Gragory are payments made whilst acting Managing Divector of §51,737 ang paid 1o Bungan

Nominees Pry L1d.

Included in consulting for Mr P G Sreqory are payments made whilst Chairman of the Product Deveiopment Cominittes of $9,652.




NOTE 5: DIRECTORS® AND EXECUTIVES REMUNERATICN (CONTINUED)

{c} Specified Executives” Hemuneration

MrJdTCtlange MrJD Magoire MRHyland MrJA Scutt  Mr D J Bierwirth Totat
2004 2003 2004 2043 20604 2003 2004 2003 2604 Z2C03 2494 2003
b d 5 5 § § ] ] b b ] 3

Primary benefits
Salary 78.330 , 52,741 - 85442 78,964 - 35,538 - 269,264 199,486
Ailowances . . . . : 172 . . . . - 1,712

Post empioyment
henefits

Superaanuation

contribution B.839 14,059 4747 - 7,58 9708 - . - 21,721 23,357
Non-cash benghits B.2893 10,204 - - 74720 8450 - - - - 15,713 17,154
Totat 93,462 143795 57488 - 100,458 97,924 - 312,098 241,719

{d} Number of options held by Directors or their related entities

Total Yested
Balance Granted as Dptions Net Change Balance & Exercisable
1.7.83 Remuneration Exercised Other 30.6.84 30.6.04

Directors
Mr# G Gregory 600,000 . . . G:0,004 509,000
Wir # B Sealy 00,000 . . . 20:0.094 709,000

The options owned by Mr B M Sealy were perehased and not issued a3 part of his ramunerstion.
Each option can be exercised for oae ordinary share,

Lach option does not carry any voting o sarning right.

{e} Number of shares held by Directors and specified Executives or their related entities

Balance Received as Dyptions Net Change Balanee
1.7.83  Remuneration Converted Other™ 30.6.04

Directors

Mr# G Gregory 4,309,000 - - - 4,300,009
Mr i M Sealy 1,574,448 . . . 1,574,448
Mr A J Davidson 23,000 - - - 23.000

Specified Executives
Mr G J Bierwisth - - - 1, 10,099
MrJ A Seutt . . . , 250699

" Net change other refers to shares purchased during the finangial vear




NOTE 5: DIRECTORS” AND EXECUTIVES' REMUNERATION {CONTINUED]

{1 Retirement of specified Executives

My G TC Lange resigned 9/1/04

My 3 & Maguire redundant 31/8/04

by O J Bierwirth ceased 1o be employed 5/8/04
M R Hyland resigned 27/8/04

tg} Remuneration practices

Yhe Company’s policy for determining the natore and amount of amoluments of board members and senior exacutives of the
Company is as foliows:

Yhe remuneration structure for execative officers, incleding executive directers, is based on a number of factors, including
particular experience of the individuat concerned, and overall performance of the Sompany. The contracts for seavice Batween
the Company and specified directors and execotives are on a coniinuing basis the terms of which are not expecied to change
in the immediate future, Any options not exercised betore of on the date of termination lapse.

Yhe group seeks to emiphasise payments for resuits through providing various cash bonus rewasd schemes, especially, the
incosporation of incentive payments based on the achigvements of agreed Key Performance Indicators, The objective of the
reward schemes is to both reinforce the shost and lang term goals of the Company and o provide a comimon inferest betwean
management and shazehoiders.




NOTE 86: REMUNERATION OF AUDITORS
Remunaration of the auditer of the Sompany for
- Auditing or reviewing the financial report

- Other sesvices including prior yaar

BC,329
8,248

88,575

NOTE 7: DIVIDENDS PAID AND PROPOSED

Ordinary shares
Firal fully franied crdinary dividend of ail cents per
share {2003; §0.01} franked at the ta% rate of 30%

A dividand of 1 cent per share ($125,259) was proposed
after balance date and will be paid in 2005 finansial year,

Balance of franking ascount at year end adjusted

for franking credits arising from payment of provisios
forincome tax and dividends recognised as receivables,
franking debits arising from payment of proposed
dividends and franiing credits that may be prevented
from distribution in scbsegoent financial vears.

782,988

NOTE 8: EARNINGS PER SHARE

{a} Reconciliation of aamings to net profit

Mgt profit

457122

Larnings used in the calculation of kasic
and dilutive earnings per share

457,122

{h} Weighted average number of ordinary shares
usad in calculating basie earnings per share

No. of Shares

12,525,928

Weighted averags number of options cutstanding

Weighted average number of erdinary shares used
in calculating dilutive sarnings per share

12,828,019

{c} Classification of securities

The fellowing secusities have been classified as potential ordinary

shares and are incleded in determinatien of dilutive garnings per share:

- Dptions outsianding




NOTE 8: EARNINGS PER SHARE (CONTINUED)

td} Potential ordinary shares not considered dilutive
Yhe foilowing potential ordinary shares are not considered
aiutive as at the reperting date, and theratore have not
been inciudad in the caleuiation of dilutive sarnings per share:
No. of Options
Owntiens over ardinary shares 809,900

NOTE % CASH ASSETS

Cash on hand 1200
Cash at bank 475,793
Deposits at call 150,000

Total cash assats §27,993

NOTE 10: CASH FLOW INFORMATION

ta} Cash at the end of the financial year as shown

in the Statement of Cash Flows is reconcited to items in

the Statement of Financial Position as fellows:

Cash on hand 4,200
Cash at bank 476,793
Deposits at call 150,000

627,983

tht Reconciliation of cash How from oparations
Profit from ardinasy activities after incoma tax 457,127
MNoa-cash flows it profit from ordinary activitiag;
Armortisation 287 408
Depraciation 186,554

Net gain on sale of propesty, plaat and eguigment 113.678)




NOTE 18: CASH FLOW INFORMATICGN (CONTINUED)

{h} Reconciliation of cash flow from operations {continued)
Changes in assets and liabilities

ilacreaseifdecrease in trade & term debiors
Decrease/iincrease) in prepayments

Decrease/iincrease) in inventosnies

{lacreaseifdecrease in deferred tax assels
Increase/idecreass) in income taxes payable

Increase in deferred 1axes payatle

Ircrease/{dacreasa) in provisions

Increase/{dacreass) in trade craditors and acoruals

{891,334}
HG,.E12
108,722

{32,880
136,887
Z8,EBY

Net cash provided by operating activities

{c} Non-cash financing and investing activities

During the vear the Company acquised piaat and sguipment
with an aggregate value of $2%4,484 {2003; §33,885) by means
of finance leases. These acquisitions are not reflected in the
Statement of Cash Flows.

{d} Cradit standhy arrangements with banks

Credit facility

Amount utifised

356,009

Unused credit facility

350,060

The major facilities are summarised as folows:

The credit facility is represenied by a bank overdra®t, which
has besn arranged with a single Austratian bani. The
irterest rate or the facitity is variable and is subject

1o adjustmient. The faciity was put in ptace on 30 April
2002 and at no time during the financial year was

the Company in breach of the crediy fimit

{e} Loan faciities
Loan facilities

Amount utitised

Unused {oan facilities




NOTE 10: CASH FLOW INFORMATION {CONTINUED}

Yhe major faciities are summarised as follows:

- Thg toan facility of $583,333 has a fixed term of b years and
repaid by monihly instalments of principat and inferest being
complated by 1 May 2007, The interest rate on the facilizy is
fixed guarterly aad is subiect o adjestment,

- The toan facility of $498,CC0 is repayable on 1 May 2007,

The faciiity is interast only and the interest rate an tie facility
is fixed quarterty and is subject to adjustment. The facility is
subject to renegotiation at the end of the term.

Finance will be provided under ai fazilities provided
the Companry doss ao? braach any bormowing reguirements
and the reguired financial ratios are met.

6 Acquisition of businesses

The business of Pluto Commercial Furniture was aguised on
J0th Ansil 2002,

Cash consideration paid

NOTE 11: RECEIVABLES

Carrent
Trade debtoss 2,702,384
Fravision for doubtful debis {55,000

2,847,388

Armacnts receivable from:

- Dirgctor-relzted entities 9,921

- Gther 70,000
29,921

Total current receivables 2,677,318

Non-currant
Other debtors

Total nen-current receivables




NOTE 12: INVENTORIES
Current
Raw materials and stores at cost

Mlowanca for obsolascence

Wark ia progress at cost

Mlowanca for obsolascence

Firished goods at cost

Mlowanca for obsolascence

245,435

245,435

1,442,328

NOTE 13: PLANT AND EGUIPMENT

Owned piant and egquinment:
At cost

Less accumalated dapreciation

1422825
{745,017}

Total owned plant and equipment

876,608

Capitaiised ieased plant and equipment;
At cost

Less accurmulated amortisatien

304,088
{82, BB}

Total leased plant and equipment

226,428

Total plant and eguipment

963,038

{a} Movements in carrying amounts

Owned ptant and
equipment

Leased plant and
eguipment Totat

Carrying amount at start of year B0D 4872
Additions 58,758

115 773
({166,855}

Disposals
Depreciation/amertisation

B2,GZ29 B6Z,511
214,484 273,242
115,773}

{59,085} (216,944}

Carrving amount at end of vear 678,808

226,428 963,036




2004

NOTE 14: TAX ASSETS

Carrent

Frepaid income tax

Nosi-current

Future inceme tax beasfis

ta} The future income tax benefit is made up
of the following estimated tax benefits:

NOTE 15: INTANGIBLE ASSETS

Goodwill at zost 2,768,580
Leas aceamuiated amortisation [664.082)

2,124,488

Fatents/trademarks/Heences at tost 100,000

Leas aceamuiated amortisation {59,818

44,181

Total intangible assats 2,184,689

NOTE 16: OTHER ASSETS

Current
Prepaymients 230,873
Advertising material 102 553

Total current other assets 333,528

Non-currant

Frapayments




NOTE 17: PAYABLES

Current

Unsecured Habilivias:

Trade creditors 1,334.735
Other creditors and accruals 595,578
Amounts payable Lo

- Directorrelated entitias B.845

Total current payahle 1,938,658

NOTE 18: INTEREST-BEARING LIABILITIES

Current

sscured liabiities:

Bank loans 200,009
Lease lisbilities 5B.912

Total current interest-bearing Habhilities 268,912

Noa-current

Secured liabiities:

Bank loans 881,333
Lease lisbilities 183.354

Total non-current interest-hearing liahilities 1,084,887

Securities

Bank loans ~ are secured by a first registered fixed and Neating debenture charge over the assels, undertakings and unsaiied
capital of the Company. Interest is payable monthly in arrears at a rate currently of 7.74% on $583,333 repayable over 5 years
and 7.77% on $498,000 repayabie at the end of 5 years,

Lease liabilities — are secured by a charge over the underiying piant and sguinment. Lease contract periods vasy from between
3 and 4 years. interest rates are fixed at inception of each contract and range betwesn 7 and 19%.
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NOTE 19 PROVISIONS

Currant
Employes antitiemanty

Non-currant
Employes antitiemants

ta} Aggregate employee benefits 327123

Employee numbers
Musmber of employees at seporting date

NOTE 20: TAX LIABILITIES

Carrent

Income tax

Non-currant
Deferrad income tax liability

NOTE 21: CONTRIBUTED EQUITY

ta} Share capital

2804 2003
Shares Shares

Ordinary sharas
Fuity paid {1 12,525,926 12,525,528 4,320,819 4,320,819




NOTE 21: CONTRIBUTED EQUITY (CONTINUED}

th} Tarms & conditions

Orddinasy shares participate in dividends and the procesds on
winding up of the Company in proportion o the number of shares
hald. Az sharaholder meetings each ordinary share is entitled tn
ane voie when a poll is called, otherwise sach shaseholder

has one vote 0n a show of hands.

{c} Options

At 30 Gune 2G04, there were 1,C00,000 (2903 1,000,0660)
crissued ordinary shares for which options were cetstanding.
For information refating to these share options heid by
dirgctors and specified sxecutives seder to Note 5(db

NOTE 22: RETAINED PROFITS

Hetained profits
Betained profits at the beginning of the financia! year

Met profit attributabio to members of the Company

834,408
457,122

Hetained profits at the end of financial year

1,351,528

NOTE 23: FINANCIAL INSTRUMENTS

{a} Interast rate risk exposurs

The Company’s sxposure 1o interest rate risk, which is the risk
that a financial instrument’s value will fluctuate as a result of
changes in mariet interast rates, and the effective weightad
average interest rate for each class of financial assers and
finzncial liabilities is set out on the next page:




NOTE 23 FINANCIAL INSTRUMENTS (CONTINUED)

Fixed {uterest Rate Maturing

Floating Tyear Overi1to More than Non-interest
Note  interest rate or less 5 years 5 years hearing

38 June 2004

Financial assets

Cash and depesits 476.7493 VA, . . 7,200
Receivabies 1 . . . . 277,310

476,793 . . . 2,678,510

Weighted average

interast rate

Financial liabilitias

Bank lnans ! 081, . . . - 1,081,333
Fayahlas ! . - - - 1 938,658 1,938 658
Lease iabilities ! - , . - 252 288

1,938,658 3,272,251

Weighted average
intarest rate

36 June 2003

Financial assets
Cash and deposits . . . 1,200 417179
Receivabies 1 . . . . 1,785,878 1,785,978

1,787,176 2,203,155

Weighted average

interest rate

Financial liabilitias

Bank lnans ! 1,264,857 . - . - 1,264 GE7
Payables 1 . . . . 1 1872713
Lease Habkilities ! . 4,757 50,5%5 - - 91,3067

1,264,887 406,792 50,515 . ! 3,225,687

Weighted average
interest rate . 8.7% B7%

th Credit risk exposure
Credit risk is the risk that counter parties 1o a financial asset will fa# te discharge thaeir cbligations, causing the Company

1o incur a financial inss,

The maximum sxposure to credit risk, excluding the value of aay coliateral or other secusity, at balance date to all recognised
financial assels is the carrying amouet, net of any provisions for doubtful debts of those assets, as disclosed in the statement
of financial position and notes 10 the financial statements.




NOTE 23: FINANCIAL INSTRUMENTS {CONTINUED}

{o} Net fair value

The carrying amounts of cash and non-interest bearing monetary
financial assets and liabilities {e.g. receivables and payablas)
approximate thair net fair value.

NOTE 24: CAPITAL AND LEASING COMMITMENTS

{a} Finance lease commitments
Payable:
Mot later than ong vear

Later than ong vear but not later than five vears

43,407
218,842

Minimum leass payments

Less future finance charges

312,349
{69,083}

Total lease HabHity

252,268

Represeniad by
Cerrent liahility
Mon-curant liability

BB,912
183.354

252,266

{b} Operating lease commitments

Non-cancellabie operatiag leases coairacted for but net
capitatised in the financial siatements

Payable:

Mot later than one vear

Later than ong vear but not later than five vears

447,808
338,703

Commitments not capitalised in the financial statements

786,509

Ircluded in the above commitments is G351 amounting to $71,298
{2003: $314,308], which will be recoverable from the Ausiralian
Taxation Sfice,

The operating lease amounis include three property leases and are
won-cancellabie leases,

The Weiher#i Park factory lease termiis for 5 years and expives on
12012704, An option has been taken up 1o renew the fease for an
additional 6 months from the above date of 172/12/04. The Bayswater
factory lease term is for b years and expiras 30/04/07, The South
Meibourne showroom fease term is for 3 years and expires 22/7/05.
Bant payments for mach propesty are payabla monthly in advanoe.
Contingent reatal provisions within gach lease agreement require
minimum fease payments 10 be incrgased by CPIL




NQOTE 25 EVENTS SUBSEGUENT 70 BALANCE DATE
No matters have arisen since the end of the financial year that
have significantly atfected or may significantly affect the
operations, results of operations or the state of affairs of

the Company in subsaguent financial years,

NOTE 26: RELATED PARTY TRANSACTIONS

Transactions with Director-related entities

fransactions were made on aormal terms and conditinnsg

Transaction type

Reat 298,330
Licenca feas 9,188
Salary 51,712
Yhe above figures refaie 10 transactions with satities associated

with My Peter Gregory.

Aggregate amouats receivabie from/payable 1o Directorselated

entities at balance date:

Current assets

Carrent fiabiities

NOTE 27: SEGMENT REPORTING

Yhe Company operates predeminantly in one business and geographical segment being the mansfacture and sale of furniture
throughout Australia.

NOTE 28: CONTINGENT LIABILITY

Yhe Company has received notice of a claim agaiast it by its former Managing Director in relation o his departure from the
Company. 50 far as the Directors are aware, no proceedings have been instituted a1 the date of this seport. The Company is
therefore net akle o determing the exteat, If any, of its potential liahility in respect of this claim,

NOTE 28: COMPANY DETAILS

Registered office and principle place of business

1254131 Cownasture Road
Wetherill Park NSW 2184

Share Registry

Computershare investor Services Pty Limited
Level 3, 8O Carrington Street
Sydagy NSW 2000




The irectors of the Company declare that:

1. The financial statements and notes, as set ou¥ on pages 22 10 48, are in accordance with the Corporations Act 2091

bocomply with Accounting Standards and the Corporations Regulations 2001, and

Vogive 3 true and fair view of the financial positicn as at 30 June 2004 and of the performance for the year ended on
that date of the Company.

Z.in the directors” opinion there are reasonable grounds to belisve that the Company will be able 10 pay its debts as and
whan thay become due and payahle.

This declaralion is made in accordance with a sesolution of the Beard of Direciors ang is signed for and on behalf of the
Directors by

7
&4

Richard Sealy
Chairman

Peter Gregory
Direstos

Syaney, NSW
Dated 27 September 2004
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INDEPENDENT AUDIT REPORT
TO THE MEMBERS OF GREGORY INDUSTRIES LIMITED

Scope
The Financial Report and Directors” Responsibifity

The financial report comprises the statement of financial position, statement of financial performance,
statement of cash flows, accompanying notes fo the financial statements, and the directors’ declaration
for Gregory Industries Limited (the company), for the year ended 30 June 2004,

The directors of the company are responsible for the preparation and true and fair presentation of the
financial report in accordance with the Corporations Act 2001, This includes responsibility for the
maintendnce of adequate accounting records and infernal controls that are designed to prevent and detect
frand and error, and for the accounting policies and sceminfing estiznates inherent in the fmancial report.

Audit Approach

We have conducted an independent audit in order to express an opinion to the members of the company.
Cur audit was conducted in accordance with Australian Auditing Standards in order to provide
reasonable assurance as to whether the financial report is free of material misstatement. The natare of an
audit is influenced by factors such as the use of professional judgment, selective festing, the inherent
Hmitations of internal control, and the availability of persuasive rather than conclusive evidence,
Therefore, an audit cannot guarantee that all material misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report presents fairly, in
accordance with the Corporations Act 2001, including compliance with Accounting Standards and other
mandatory financial reporting requirements in Australia, a view which is consistent with our
understanding of the company’s financial position, and of its pesformance as represented by the results
of its operations and cash flows.

We formed our audit opinion on the basis of these procedures, which included:

*  examining, on a test basis, information to provide evidence supporting the amounts and
disclosures in the financial report, and
assessing the appropriateness of the accounting policies and disclosures used and the
reasonableness of significant accounting estimates made by the directors.

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




Independence

In condacting our audit, we followed applicable independence requirements of Australian professional
ethical pronouncements and the Corporations Act 2001.

Awudit Opinion

In our opinion, the financial report of Gregory Industries Limnited is in accordance with:

fa} the Corporations Act 2001, including:

(i} giving a true and fair view of the company’s financial position as at 30 June 2004 and of its
performance for the year ended on that date; and

{ii) complying with Accounting Standards in Australia and the Corporations Regulations 2001,
and

by other mandatory financial reposting reguirements in Australia,

BPO
Chartered Accountants

E Psaltis
Pariner

Sydney, this 27™ day of September 2004




