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HOMELEISURE LIMITED & CONTROLLED ENTITIES
FINANCIAL SUMMARY

,
THE YEAR’S PERFORMANCE T s
An operating profit after tax of $4.4 51000 DOW || AR-IOINES
million, up from §3.7 million last year. SALES REVENUE 86,326 87,376 (1%)
Substantial completion of the EBITDA BEFORE RESTRUCTURING 8,094 9,404 (14%)
restructuring of the Housewares
o : e DEPRECIATION. 1,974 22 13%
Division which was initiated in the i £
2003 year. EBITA BEFORE RESTRUCTURING 6,120 7,144 )
Acquisition of 2 40% interest in XTen AMORTISATION 330 314 (5%)
Innovations Pty Limited with the
. EBIT 5,790 6,830 (15%)
objective to move the Housewares
Division into higher gross margin NET INTEREST COSTS 1,298 1,003 (29%)
imported product lines at higher
. . PROFIT BEFORE RESTRUCTURING
S [T, AND TAX 4,492 5,827 (23%)
Directors have declared a fully franked RESTRUCTURING COSTS (562) (1,771) 68%
1.75 cent final dividend bringing total
for year to 3.0 cents fully franked NET PROFIT BEFORE TAX 3,930 4,056 (3%)
TAX EXPENSE 453 312) .
NET PROFIT AFTER TAX 4,383 3,744 17%
2004 2003
DILUTED EARNINGS PER SHARE 3.7c 3.3¢
TOTAL ASSETS EMPLOYED $60.0M $59.6M
SHAREHOLDERS EQUITY $23.2M $21.6M
NET TANGIBLE ASSETS PER SHARE 11.3¢c 10.4c
DIVIDENDS PER SHARE 3.0c 3.0
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HOMELEISURE LIMITED & CONTROLLED ENTITIES

CHAIRMAN?’S

REPORT

David Schwartz
Chairman
Appointed 26 August 2004

The group restructuring is now complete and we are

in a position to look forward to organically grow both
turnover and profits. In conjunction with our 40%
owned design and marketing company, XTen Innovations
Pty Ltd, we are looking forward to launching new and
exciting products into the Australian market

Homel eisure
[HOUSEWARES |

GENTRAL STATION

H O M E L E I S U R E

On behalf of the Board, I am pleased to
present this year’s Annual Report.

For the year ended 31 December 2004,
HomelLeisure reported an after tax profit of
$4.383 million. This profit was achieved
on a reduced revenue of $86.326 million
and represents a 17% increase in the net
profit after tax and restructuring achieved
in the previous corresponding period.

During the year, we completed our
strategic objective of restructuring the
Housewares Division from an Australian
based manufacturer to an outsourcing
and import model. The Housewares
Division is now consolidated into a

single operating company, HomeLeisure
Housewares Pty Ltd, with the one
warehouse and distribution centre located
at Lisarow, New South Wales.

In achieving this objective, we have

laid the foundations for a significant
improvement in the future performance of
the Housewares Division.

A N N U A L R E P O R T 2 0 0 4

Our Entertainment and Giftware Divisions
performed well in the 2004 year and are
continuing to do so, thereby delivering a
sustainable and growing earnings stream.

Additional details and information in
relation to each of the Divisions and
their performance are provided in the
Managing Director’s Report.

BOARD OF DIRECTORS

During the year, changes occurred in the
composition of the Board of Directors.

T was appointed as a Director and
Chairman following the retirement of
John Laurie. On behalf of the Board, I
thank John Laurie for his direction and
leadership during his 5 years as Chairman.

Mark Rogers retired as Managing
Director due to ill health. On behalf
of the Board, I thank Mark for

his efforts and achievements.



Gordon Elkington was subsequently
appointed as Managing Director and
brings to the Company a wealth of
knowledge and experience.

MANAGEMENT AND STAFF

On behalf of the Board, I would like to
extend our appreciation to HomeLeisure
management and employees. They have
all demonstrated their strong commitment
to the Company and assisted in ensuring
continued growth and returns for the
Company and its shareholders.

DIVIDENDS

The Board has already announced the
payment of a fully franked dividend of
1.75 cents per share for the year ended
December 2004. This brings the total
dividends paid for the year to 3 cents
fully franked, the same as in the prior
corresponding period. The final dividend
is payable on 4 May 2005 and the books
will close on 22 April 2005.

PROSPECTS

The group restructuring is now complete
and we are in a position to look forward
to organically grow both turnover and
profits. In conjunction with our 40%
owned design and marketing company,
XTen Innovations Pty Ltd, we are looking
forward to launching new and exciting
products into the Australian market. The
Giftware and Entertainment Divisions are
performing well and T am confident they
will continue to do so.

We will continue to look for new
acquisitions that are in industries that
we already understand and which we
consider will provide HomeLeisure and its
stakeholders with acceptable returns and
continued further growth.

David Schwartz
Chairman

H O ™M E L E I S U R E A N N U A L
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HOMELEISURE LIMITED & CONTROLLED ENTITIES

MANAGING DIRECTOR’S

REPORT

Gordon Elkington
Managing Director
Appointed 31 October 2004

The Company accordingly expanded on the previously
announced restructuring initiatives in the Housewares
Division while building on the continuing success of
the Giftware and Entertainment Divisions.

Our Giftware and Entertainment Divisions
delivered excellent results in the 2004 year.
During the course of the year however

it became clear that the Housewares
Division required further rationalisation
and restructuring. Increasing raw
material prices and manufacturing

costs in Australia, in conjunction with
competition from less costly products
increasingly imported direct by the major
retailers, necessitated further review of

the Housewares Division. The Company
accordingly expanded on the previously
announced restructuring initiatives in the
Housewares Division while building on
the continuing success of the Giftware and
Entertainment Divisions.

H O M E L E I S U R E

A N N U A L

HOUSEWARES DIVISION

During 2004, HomeLeisure sold the Reko
Pty Ltd wholesale horticultural business
which was adversely affected by increasing
raw material prices, ongoing drought
conditions and did not fit with our
“Housewares” focus.

HomelLeisure also exited direct
manufacturing in both die-casting at the
Northmead site and injection moulding
of plastics housewares products at the
Lisarow site. Closure and sale of these
manufacturing plants facilitated the move
to one distribution centre at Lisarow.

Prestige Group (Australia) Pty Ltd and
Reko Pty Ltd, which previously operated
as separate entities in the Housewares
Division have now been merged into a
single company, HomelLeisure Housewares
Pty Ltd. The change has reduced
management duplication and enables
customers to deal with the Division
through a single entity.

The sales function was overhauled
including closure of the separate
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Gladesville office on expiry of
the lease and implementation of
a revised selling structure.

The changes which have been
implemented have significantly
reduced the cost base of this Division
and made it better able to service
the needs of its customers.

Product ranges have been reviewed and
significantly rationalised to eliminate
unprofitable and slow-moving products.
Acquisition of a 40% interest in XTen
Innovations Pty Ltd, an innovative product
development company, will ensure future
product development. The first segment of
new XTen designed products are currently
being released.

The Housewares Division is now
well placed to become a major
force in the design, production and
import of housewares products and
to make a significant contribution
to group profits in future years.



GIFTWARE DIVISION - SKANSEN

The proven Skansen business model
facilitates the continued growth of the
Giftware Division. The Division is well
poised to continue its sales and profit
growth in the Australian and overseas
markets in which it currently operates.
Existing infrastructure includes specialist
design and development skills. This
infrastructure which is focused on clearly
defined product development, leveraged
over the width of its customer base
provides us with a distinct advantage.

Skansen’s brand equity remains strong
and product development is currently
aligned to:

: Beanie Kids - a children’s plush
collectable

: Bean Bag Bears - a children’s plush
collectable in the UK

: Gifted Bears - a sentiment driven
plush range

: Bad Taste Bears - a poly resin
collectable for the adult market

© Bratz - a costume jewellery range

: And our successful Name programs

ENTERTAINMENT DIVISION -
MRA AND CENTRAL STATION

The 2004 year saw a continued dramatic
growth in DVD sales with the format now
well and truly established. MRA was again
well placed to capitalise on this growth
with the acquisition of a broad range of
new titles as well as the re-release of high
selling catalogue titles.

Music sales continued to be a strong
contributor to MRA's revenue with
the music sector showing a sales
increase of 4% on the previous year.
This was a good result and highlights
the quality of the catalogue and
diversity of the customer base.

MRA's future expansion is expected to
come from a number of different areas
including;

:: An ever expanding children’s DVD
catalogue that includes high profile
licensed brands such as Sonic X and
My Little Pony.

. The continued strength of current
and future series such as Crusty
Demons of Dirt and the further
acquisition of household name
and cinema release titles.

The purchase and amalgamation
of Central Station Records into
our Entertainment Division has
achieved the anticipated value for
MRA through distribution of the
Central Station product range.

The Wild, Skitz Mix and Bang On
brands, including the anticipated
second year release of Wild TV,
continue to be developed.

Central Station have pooled their resources
with MRA and co-operation on the
acquisition of titles and development of
new talent is evolving.

GENERAL

In the period since my appointment as
Managing Director, I have appreciated

the support and co-operation of senior
management and staff. Twould like to
acknowledge the talent and dedication of
HomelLeisure's managers and employees
who have continued to work hard
throughout the year. We are all committed
to improving the company’s performance
and the result for the 2005 year.

Gordon Elkington
Managing Director

H O ™M E L E I S U R E A N N U A L
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Sales of music CDs in 2004 continued as a strong contributor to MRA's revenue with
some sectors such as exports showing double digit growth. The establishment of a
large international distributor network over the last five years has proven to be

extremely successful.

ENTERTAINMENT DIVISION

MRA ENTERTAINMENT AND
CENTRAL STATION

In 2004 the DVD market generally
continued to show excellent growth with
particular product categories starting to
stand out as areas with additional growth
potential as niche markets for MRA.

Sales of music CDs in 2004 continued

as a strong contributor to MRAs revenue
with some sectors such as exports showing
double digit growth. The establishment of
a large international distributor network
over the last five years has proven to be
extremely successful.

In Australia the music retail sector
continued as a successful market for MRA
products with increasing sales following
the expansion of a number of key retailers
such as JB Hi Fi and Sanity. Music DVD
showed very good growth in 2004 and we
see significant potential for this product
in 2005.

H O M E L E I S U R E

A N N U A L

MRA has a catalogue of over 500 DVDs and
expects to increase this to approximately
750 by the end of 2005. The majority of
the catalogue is comprised of high profile
titles licensed from major and independent
producers in a variety of genres. The most
popular film genres include ex theatrical
drama, comedy, horror and thriller as

well as new release direct to video titles.
Other popular genres include extreme
sport (Crusty Demons of Dirt), health and
fitness and war/military documentaries.

A number of high profile children’s
ranges were acquired in 2004 many of
which have been aired on commercial

TV. We expect that these will contribute
significantly to the 2005 results. These
include titles such as My Little Pony, Sonic
X, Archie, Sabrina, My Dad the Rockstar,
Cyberchase and the Care Bears movie.

MRA has a large music CD catalogue with
over 4,000 titles which enables it to release
a continual flow of new titles and to
capitalise on sales opportunities in many
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areas not open to companies with smaller
catalogues. A significant proportion of the
catalogue is comprised of quality import
titles such as Buena Vista Social Club
(double Platinum), Armik (over 200,000
units sold) and the world renowned
Putumayo label.

The balance is comprised of quality mid-
priced and budget ranges which make
MRA a leader in this field. The range

of in-house labels includes Mastersong,
Performax, Christmas Gold and Essential
Collection and utilises a multitude of

CD formats, 1CD, 2CDs and 3CDs with
over 1800 titles. This enables MRA to
offer either genre or label campaigns
throughout the year while keeping titles
“fresh” to both retailers and end-users
thereby maximising sales.

The music DVD format although in its
infancy is showing considerable growth
potential, in particular classic back
catalogue artists. Our current successes
include Elton John, Cliff Richard and
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Mary Black. During 2005 we will release
5.1 Surround Sound titles by Air Supply,
Prince, Chris Isaak, Tom Petty, Stevie
Nicks, Travis Tritt, Trace Adkins, Cyndi
Lauper, Michael McDonald and Michael
Bolton. In addition, MRA was a pioneer
of the DVD and CD+G Karaoke market
in Australia and continues to command
considerable market share of this “home
party” entertainment range.

MRA has completed its integration with
Central Station, a record label specialising
in contemporary dance and pop music.
Central Station has continued with the
release of CDs by international artists
such as [an Van Dahl, Darude, DJ Sammy
as well as Australian artists Nick Skitz,
Slinkee Minx and Belinda Chapple.

Additionally Central Station has released
the popular WILD and SKITZMIX CD
compilations which are typically among
the top sellers in the official ARTA sales
charts. All Central Station product is
distributed by MRA Entertainment.

Central Station has released the popular WILD and
SKITZMIX CD compilations which are typically among
the top sellers in the official ARIA sales charts.

Central Station is also diversifying its
revenue sources and has successfully
released new DVD ranges including a
Beanie Bear DVD (in conjunction with
Skansen Giftware) as well as Wild brand
DVDs. Artist based DVD releases have
included such leading DJ producers as DJ
Tiesto. Others are planned.

New and emerging technologies are
presenting additional opportunities for
Central Station including;

:: music and video clips streaming and
paid downloads via the Internet;

:: merchandise and online sales; and

: promotion of artists/releases through

website and banner advertising,
E-Flyers and Electronic Press Kits.

Sales of music and video clips are also
made via hand-held devices such as
I-pods, media players and mobile phones
through SMS and MMS.

H o ™M E L E I S URE A
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HOMELEISURE LIMITED & CONTROLLED ENTITIES
DIVISIONAL REPORT

Homel eisure

HOUSEWARES DIVISION
HOMELEISURE HOUSEWARES

The Housewares Division endured a
difficult year in 2004 leading to further
rationalisation of its operations.

The sales functions were reorganised with
the closure of the Gladesville office and
the appointment of distributors to service
smaller regional customers. The focus

of the sales team changed from product
based to customer based with specific
account representatives appointed to
ensure the requirements of each major
customer group are fully addressed.

During 2004 the wholesale horticultural
business was sold at a significant premium
to book value.

The company also exited direct
manufacturing in both diecasting

at the Northmead site and injection
moulding at the Lisarow site. Where
the diecasting business was not strategic
and unsustainable, in-house injection

H O ™M E L E I S U R E
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The Agreements between HomeLeisure and XTen

will ensure an ongoing flow of new and innovative
housewares products for submission to the Houseware
Division’s significant customer base.

moulding offered few advantages over
outsourcing to local and overseas
manufacturers. Closure and sale of the
injection moulding plant and business
enabled conversion of the Lisarow site to
awarehousing and distribution centre.

Prestige Group (Australia) Pty Ltd and
Reko Pty Limited have now been merged
into a single company, HomeLeisure
Housewares Pty Ltd enabling customers to
deal with the Housewares Division through
asingle entity. This change has enabled

a rationalisation of the two company
structures with significant savings

in administration, selling expenses,
warehousing and freight costs.

Action has been taken to enhance the
Division’s ability to develop innovative
housewares products. In June 2004
HomelLeisure acquired a 40% interest in
XTen Innovations Pty Limited, a company
specifically focused on product design,
development and overseas sourcing. The
Agreements between HomeLeisure and
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XTen will ensure an ongoing flow of new
and innovative housewares products for
submission to the Houseware Division’s
significant customer base.

Management is confident that the Division
is now well-placed to become a major
force in the design and distribution of
housewares products and to make a
significant contribution to Group profits in
future years.
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HOMELEISURE LIMITED & CONTROLLED ENTITIES

DIVISIONAL REPORT
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GIFTWARE DIVISION

SKANSEN GIFTWARE

Skansen Giftware has continued with its
successful development and marketing

of a wide range of giftware, clothing and
hair accessory products in Australia and

to an increasing number of international
markets within the EU, North America and
Asia. The Division continues to make a
significant contribution to HomeLeisure’s
earnings and in 2004 achieved significant
sales growth, increased margins, operating
efficiencies and continued expense control.

Total sales increased from $15.7 million
to $17.4 million and profits by 27% to
$2.72 million.

The domestic product range was
expanded during 2004 to include
several ranges of plush bean-filled soft
toys, 3D moulded plastic keyrings and
mugs, polyresin products, drinkware,
general giftware, clothing including
socks, boxer shorts and sleepware
along with a hair accessories range.

H O M E L E I S U R E A N N U A L

The Beanie Kid product range continued its growth with
a double digit increase in sales during 2004.

The Beanie Kid product range continued
its growth with a double digit increase

in sales during 2004. The success and
strength of the Beanie Kids brand has
lead to a number of other product ranges
including clothing and music DVDs to

be developed and sold utilising the brand
awareness and popular designs associated
with Beanie Kid products.

Marketing initiative undertaken during
2004 including loyalty programs and
consumer promotions, in conjunction
with increased mass media advertising,
have been highly successful and

have made a major contribution

to the sale and profit growth of the
Division. Further expansion of these
programs is planned for 2005.

Product development and new products
remain a major focus. Resources within
this function have been increased to
ensure growth of the product range
offered by the Division to all market
segments in which it operates in
Australia and internationally.

R E P O R T 2 0 0 4

International operations continued

to expand during 2004. Skansen UK
continued to grow its product offering

and customer base/distribution channels
throughout the UK and Europe. It is
expected that Skansen UK will start to
make a positive contribution during the
latter half of 2005 and into 2006 as sales
increase and operating efficiencies kick in.

Sales to Canada, USA, New Zealand

and Asia via our distributor agreements
continued to grow throughout the year.
This trend is expected to continue during
2005 with increased product ranges being
offered in these markets. North America
is a major focus with several strategic
commercial options currently being
assessed with a view to expanding our
activity in this market.

The Division’s operating strategy

and model continues to be refined to
meet the challenges of the markets in
which it operates. The Division is well
positioned to continue its sales and profit
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growth through further expansion of its
distribution channels and product range
extension. Growing and improving
consumer awareness of the existing

and new brands is 2 major objective.
Continued development of the staff
structure, working culture and further
improvement of the core competencies
combined with better operational
synergies, are key areas which continue
to be addressed by management so as to
maximise performance and earnings.

H O ™M E L E I S U R E

A N N U A L
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HOMELEISURE LIMITED & CONTROLLED ENTITIES

DIRECTOR’S REPORT

YOUR DIRECTORS SUBMIT THEIR REPORT FOR THE YEAR ENDED 31

DIRECTORS

DECEMBER 2004

The names and details of the directors of the company in office during the financial year and until the date of this report are:

4 W)

David Schwartz
Chairman
Appointed

26 August 2004

David Schwartz has many years of
experience in successfully managing
manufacturing and distribution
businesses in Australia and South Africa.

He is the Chairman of Pascoes Pty
Limited, a chemical manufacturer

and distributor, ToLife Technologies
Pty Limited, Stefani Pure Water
Australasia Pty Limited, Chairman of
Loftus Capital Partners Limited and
adirector of Schaffer Corporation
Limited and Betts Limited. David is also
amember of the audit committee.

Gordon Elkington
Managing Director
Appointed 31
October 2004

Gordon Elkington has over 20 years
experience in the housewares and
plastics industries.

From 1999 to 2003 Gordon was the
Managing Director of Sabco Limited.
From 1994 to 1999 he was the Managing
Director of Willow Sales Management.
He was previously proprietor of Davis
Plastics, prior to its acquisition by the
Willow Ware Australia Pty Ltd.

Glenn Molloy

Glenn Molloy was appointed to the board
of HomeLeisure in January 2001. Glenn
has extensive experience in the plastics
manufacturing and packaging industries
establishing Plaspak in 1979 and growing
it to a listed entity, Plaspak Group
Limited, of which he is currently a major
shareholder and a non executive director.

Glenn has had an active involvement

in the financial workouts of various
public and private companies and

as a professional investor maintains

an active involvement in a variety of
business interests from manufacturing
and distribution to sports and leisure
industries. He is a director of Grand Golf
Club at the Gold Coast and a member

of the Smith Family Learning for Life
Advisory Committee. Glenn was also a
member of the remuneration committee.

After tax profit increased by 17% to $4.383 million principally as a result of entering into
the tax consolidation regime and a consequent uplift in resetting tax values.

H O M E L E I S U R E A N N U A L R E P O R T 2 0 0 4



John Abernethy
B.Comm.LLB.

John Abernethy was appointed to the
board of HomelLeisure Limited in
February 2001. John has 20 years of
experience in funds management and
corporate advisory roles. He is currently
the Managing Director of Loftus Capital
Partners Limited and a director of Wilson
Investments Limited and Wilson Leaders
Fund Limited, E-Com Investments Capital
Limited, Jasco Holdings Limited and other
private companies in which Loftus Capital
Partners Limited holds equity stakes. John
is also a member of the audit committee.

John Laurie
Resigned 25 August 2004
B.Ec.FCPAFAIM

Jury Wowk
BA.LLB.

Jury Wowk who is a partner in the Sydney
based legal firm, Doherty Partners, was
appointed as a director of HomelLeisure
Limited in July 2002. Jury’s qualifications
include a Bachelor of Arts degree and a
Bachelor of Law degree from the University
of Sydney. He is also a Law Society of

New South Wales Accredited Specialist in
Business Law, an Associate Member of the
Australian Institute of Company Directors
and a non executive director of Plaspak
Group Limited. Jury is also a member of
the audit committee.
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Mark Rogers
Resigned as
Managing Director
5 August 2004

Mark Rogers was appointed as Managing
Director in April 2002 in conjunction with
the company’s acquisition of Reko Pty Ltd
and Addis (Australia) Pty Ltd. Mark has
extensive knowledge and experience in
the production and marketing of plastics
housewares and horticultural products
having grown and developed the Reko Pty
Ltd business to become a market leader in
its category with sales of $26 million per
annum and 120 employees.

John Laurie was appointed Chairman of HomeLeisure Limited in June 1999. John is a former
senior executive of the CSR Group and a director of related CSR Group companies. John has
an extensive background in business management and development. He is currently a director
of Techstar Limited and a number of private investment companies. He is also the Chairman
of the Twilight Homes Group, a charitable aged care retirement association in the Northern

Sydney Region.

H O ™M E L E I S U R E
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HOMELEISURE LIMITED & CONTROLLED ENTITIES
DIRECTORS’ REPORT

CORPORATE STRUCTURE

HomelLeisure Limited is a company
limited by shares that is incorporated and
domiciled in Australia. HomeLeisure
Limited has prepared a consolidated
financial report incorporating the entities
that it controlled during the financial
year, which are outlined in the following
illustration of the group’s corporate
structure. All subsidiaries are 100%
owned and domiciled in Australia

except where indicated.

HomelLeisure Limited

:: Mastertech Pty Ltd
MRA Entertainment Group Pty Ltd
Central Publishing Pty Ltd
Central Station Pty Ltd
Central Station Holdings Pty Ltd

:: Reko Pty Ltd
Awaba Distributors Unit Trust
Reko Employees Unit Trust
Lisarow Industries Unit Trust
Addis Australia Pty Ltd

:: MRA International Pty Ltd
i Prestige Group (Australia) Pty Ltd

;. Skansen Giftware (UK) Limited
(domiciled in the United Kingdom)

it 0-Cedar Products Pty Ltd
i DoDo Holdings Pty Ltd

REGISTERED OFFICE

5 Dividend Street
Mansfield Qld 4122

NATURE OF OPERATION AND
PRINCIPAL ACTIVITIES

The principal activities during the year
of entities within the consolidated
entity were:

Import, manufacture and distribution
of giftware;

Import, production and distribution of
music compact discs and DVD’s;

Import, manufacture and distribution
of houseware and consumer products
encompassing plastic kitchenware,

bakeware, and cleaning products; and

Manufacture and distribution of plastic
moulded products for the horticultural
and houseware market.

H O M E L E I S U R E

A N N U A L R E P O R T

EMPLOYEES

The consolidated entity employed 194
employees as at 31 December 2004
(2003: 310)

DIVIDENDS PAID OR
RECOMMENDED

Final 2003 ordinary dividend of 1.75 cents
per share paid in April 2004:
$2,076,410

Interim dividend of 1.25 cents per share
paid in November 2004:
$1,501,900

REVIEW OF OPERATIONS

Sales revenue in the 2004 year reduced

to $86.3 million as compared to $87.4
million in 2003. The reduction in sales
revenue was principally as a result of the
sale of the wholesale horticulture business
in August 2004 and the closure of the Die-
cast operation during the 2004 year.

After tax profit increased by 17% to $4.383
million principally as a result of entering
into the tax consolidation regime and a
consequent uplift in resetting tax values.

Total restructuring costs and provisions
of $2.5 million were expensed in 2004.
These were substantially offset by asset
sale profits of approximately $2.0 million
resulting in a net restructuring cost

of $562,000.

The Housewares Division restructuring
significantly disrupted operations and
precipitated a significant reversal in
earnings by the Housewares Division
which undermined strong performances
by the Giftware and Entertainment
Divisions.

To enhance the performance of the
Housewares Division, HomeLeisure
acquired a 40% interest in XTen
Innovations Pty Limited and entered into
long term Consultancy and Products
Supply Agreements. The objective of

the XTen arrangement is to move the
Housewares Division into higher gross
margin imported product lines at higher
price points.

2 0 0 4

Net group debt of $14.0 million is
significantly above projections made
earlier in the year. Losses in the
Housewares Division and unbudgeted
working capital increases were the primary
contributors to the increased debt level.
Management is focussed on reducing
working capital in 2005.

Notwithstanding the negative factors,
operating cash flow was strong at $4.0
million after significant advance payments
of tax, ongoing large investments in movie
titles and payment of retrenchments
associated with the restructuring,

SIGNIFICANT CHANGES IN THE
STATE OF AFFAIRS

During the reporting period HomeLeisure
substantially completed the restructuring
of its Housewares Division which was
initiated in the 2003 year. The wholesale
horticulture business was sold in August
2004 and the remaining Reko Pty Ltd
manufacturing operations were closed and
assets sold in December 2004.

LIKELY DEVELOPMENTS AND
EXPECTED RESULTS

In the opinion of the Directors, it would
prejudice the interests of the economic
entity to include additional information,
except as reported in this Directors report
and the annual report, which related to
likely developments in the operations

of the economic entity and the expected
results of those operations in financial
periods subsequent to 31 December 2004.

SIGNIFICANT EVENTS AFTER
BALANCE DATE

No matters or circumstances have arisen
since the end of the financial year, which
significantly affect the consolidated entity,
the results of those operations or the state
of affairs of the consolidated entity in
subsequent periods.

ENVIRONMENTAL REGULATION
AND PERFORMANCE

The consolidated entity is subject to
significant environmental regulation in
respect of its manufacturing activities as
set out below.



The consolidated entity had
manufacturing operations in New South
Wales (closed December 2004) which
were required to comply with a number of
environmental regulations. The businesses
concerned take all necessary precautions
to minimise the risk of an environmental
incident, including the removal of solid
and liquid wastes by licensed contractors,
arranging appropriate environmental
audits and ensuring personnel receive
appropriate training. There have been

no instances of non-compliance with
environmental regulations during

the year.

SHARE OPTIONS

During the year, the following options were
granted to executive and employees:

1,000,000 options with an exercise
price of 62 cents and expiring on 11
November 2008.

As at the date of this report, there were
3,525,000 unissued ordinary shares under
options. Refer to note 22 of the financial

DIRECTORS OF PARENT ENTITY

statements for further details of the
options outstanding.

INDEMNIFICATION AND
INSURANCE OF DIRECTORS
AND OFFICERS

During or since the financial year, the
company has paid premiums in respect of
a contract insuring all of the directors and
certain officers of HomeLeisure Limited
against costs incurred in defending
proceedings for conduct involving;

(a)a willful breach of duty; or

(b) a contravention of Sections 182 or 183
of the Corporations Act 2001;
as permitted by section 199B of the
Corporations Act 2001.

The company is bound by a confidentiality
clause in its insurance policy not to
disclose the insurance contract premiums.

DIRECTORS’ AND OTHER
OFFICERS’ EMOLUMENTS

Initially the Remuneration Committee

and now the Board of Directors is
responsible for determining and reviewing
compensation arrangements for the
directors, the managing director and the
executive team. The Board of Directors
assesses the appropriateness of the nature
and amount of emoluments of such
officers on a periodic basis by reference to
relevant employment market conditions
with the overall objective of ensuring
maximum stakeholder benefit from the
retention of a high quality Board and
executive team.

To assist in achieving these objectives,
the Board of Directors links the nature
and amount of executive directors’ and
officers” emoluments to the company’s
financial performance.

Details of the nature and amount of each
element of the emolument of each director
of the company and each of the five
executive officers of the company and the
consolidated entity receiving the highest
emolument for the financial year are

as follows:

Annual Emoluments

Long Term Emoluments

Termination

& similar Option Super

Base Fee Bonus Other payments Grants - annuation Other

$ $ $ $ $ $ $

D Schwartz 19,333 - = o - - _
) Laurie 38,667 - - 19,333 - - -
G Elkington 49,666 - - o - - B
M Rogers 221,333 - - = - - R
G Molloy 48,000 - 31,454 - - - B
] Abernethy 48,000 - - = - - B
] Wowk 48,000 - - = - - _

Emoluments of the executive officers of the company and the consolidated entity.

Annual Emoluments

Long Term Emoluments

Termination

& similar Option Super

Base Fee Bonus Other payments Grants - annuation Other

$ $ $ $ $ $ $

G Elkington 74,500 - - - - - R
N Burton 126,502 16,080 8,246 - 5,156 11,385 -
G Navratil 114,000 25,000 12,996 - 5729 10,440 -
G Chapman 120,000 70,000 - - 5,156 - -
C Sinclair 124,000 4,000 16,892 - 8,594 11,160 -

H OMETLTETISURE AN N U A L R EPORT 2.0 0 4
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Details of options granted. Terms and conditions of the options Executives are those directly accountable
: Options exercisable at 45 cents are contained in note 22 to the and responsible for the operational
Granted 31 March 2003 financial statements. management and strategic direction of the
No dividend or voting rights The terms “director” and “officer” have cgrrg)any and e COI}ZSOhdatEd e Inl
. the director’s view, other senior personne:
- Vesting 50%; 30 Ju?e 2003; 25% 30 been treated as mutually exclusive for the do not fall into th;z definition atf)ove‘
June 2004; and 25% 30 June 2005. purposes of this disclosure. The elements
Expiry date 31 March 2008. of emoluments have been determined on The category “other” includes the value of
Under the Black Scholes model the the basis of the cost to the company and any non-cash benefits provided.
fair value of the options was 11 cents the consolidated entity.
per option.

INTERESTS IN THE SHARES AND OPTIONS OF THE COMPANY AND RELATED BODIES CORPORATE

As at the date of this report, the interests of the directors in the shares and options of the company were:

Ordinary Shares Fully Paid Options over Ordinary Shares

D Schwartz 16,695,294 -
G Elkington 6,070,000 -
M Rogers 6,000,000 -
G Molloy 6,100,000 2,000,000
] Abernethy 14,909,451 -
J Wowk 220,000 -

The shareholding of Loftus Capital Partners Limited is included in the shareholding of both D Schwartz and ] Abernethy.

Details of options issued to directors and executives are included in note 22.

DIRECTORS MEETINGS

During the twelve-month period, 11 directors’ meetings, 2 audit committee meetings and 1 remuneration committee meeting were held.
The number of meetings at which directors were in attendance is as follows:

Directors’ Meetings Meetings of Committees
Audit Remuneration
No. Held Meetings No. Held Meetings No. Held Meetings
While in Office Attended While in Office Attended While in Office Attended
] Laurie 8 8 2 2 | |
D Schwartz 3 3 - - - -
G Elkington | | - - - -
M Rogers Il 10 - - - -
G Molloy Il I - -
] Abernethy Il 10 2 2 - -
] Wowk I I - - - -

H O M E L E I S U R E A N N U A L R E P O R T 2 0 0 4



As at the date of this report, the company
had an Audit Committee and up to August
2004 a Remuneration Committee of the
Board of Directors. The members of the
Audit Committee are Messrs. D Schwartz,
J Wowk and J Abernethy. The members of
the Remuneration Committee were

Mr. J Laurie and Mr. G Molloy.

ROUNDING

The amounts contained in this report
and in the financial statements have been
rounded off under the option available

to the company under ASIC Class Order
98/100. The company is an entity to
which the Class Order applies.

CORPORATE GOVERNANCE

In recognising the need for the highest
standards of corporate behaviour

and accountability, the directors of
HomelLeisure Limited support and have
adhered to the principles of corporate
governance. The company’s corporate
governance statement is detailed in the
annual report.

Signed in accordance with a resolution
of the directors.

D Schwartz
Chairman

Perth, 24 March 2005
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HOMELEISURE LIMITED & CONTROLLED ENTITIES

CORPORATE GOVERNANCE

CORPORATE GOVERNANCE
STATEMENT

The Board of Directors (“the Board”) of
HomeLeisure Limited (“HomeLeisure”)
is responsible for the corporate
governance practices of the consolidated
entity. HomeLeisure and its controlled
entities are referred to in these policies
as “the Group”. The Board guides

and monitors the business and affairs
of HomeLeisure on behalf of the
shareholders by whom they are elected
and to whom they are accountable.

The Board of HomeLeisure supports the
core principles developed by the Australian
Stock Exchange (“ASX”) Corporate
Governance Council (“the Council”)

as a basis for enhancing the credibility
and transparency of our capital markets.
The structures, policies and procedures
already in place at HomeLeisure have
been developed and implemented

by the Board and management over

Principle 6.
Respect the rights of shareholders

Principle 7.
Recognise and manage risk

Principle 8.
Encourage enhanced performance

Principle 9.
Remunerate fairly and responsibly

Principle 10.
Recognise the legitimate interests
of stakeholders

The Board believes that each company’s
Corporate Governance policies should

be tailored to account for the size and
structure of the company, risks associated
with the company’s operations and

the company’s inherent strengths and
weaknesses. The ASX concurs with this
view and allows companies to explain
deviations from the ASX Corporate
Governance Council’s recommendations.

:: reviewing and approving the Group’s
Business Plan;

:: appointing and remunerating the
Managing Director;

:: approving all significant business
transactions including acquisitions,
divestments and property
developments;

: monitoring business risk exposures
and risk management systems;

: approving and monitoring financial
and other external reporting;

: approving changes to the group’s
capital structure;

» reporting to shareholders; and

:: promoting ethical conduct.

The Board delegates responsibility

for the formulation of strategy and
administration of day-to-day business to
the Managing Director and the company’s
senior management group.

The structures, policies and procedures already in place at HomeLeisure have been
developed and implemented by the Board and management over many years to ensure

the company has historically operated on those principles.

many years to ensure the company has
historically operated on those principles.
In light of the Corporate Government
Recommendations issued by the ASX,
effective from 1 July 2003, HomeLeisure’s
Corporate Governance Statement has

been re-structured with reference to the
Council’s principles and recommendations
discussed below.

Principle 1.
Lay solid foundations for management
and oversight

Principle 2.

Structure the Board to add value
Principle 3.

Promote ethical and responsible

decision making

Principle 4.

Safeguard integrity in financial reporting
Principle 5.

Make timely and balanced disclosure

H O M E L E I S U R E A N

N U A L

Areas where HomeLeisure has deviated
from the Council’s recommendations
are discussed below, but the Board
believes the areas of non-conformance
do not impact on the Group’s ability
to operate with the highest standards
of Corporate Governance.

1. FUNCTIONS OF BOARD
AND MANAGEMENT

The Homeleisure Board is responsible

to shareholders for the Group’s overall
corporate governance practices, and is
responsible for the direction and oversight
of the company’s businesses on behalf of
the shareholders.

The Board’s responsibilities include:

» reviewing and determining the
Group's strategic direction and
operational policies;

:: establishing goals for management
and monitoring the achievement of
these goals;

R E P O R T
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The senior management group comprises
the Managing Director, Mr. G W Elkington,
General Manager Giftware Division,

Mr. G Chapman, General Manager
Entertainment Division Mr. G Navratil,
General Manager Housewares Division Mr.
G Sinclair and the Chief Financial Officer,
Mr. N Burton.

The senior management group is
responsible for:

» ensuring business development and
other activities are conducted in
accordance with the Group’s overall
business strategy;

: managing the group’s property
developments, businesses and other
investments to maximize returns to
shareholders;

:: informing the Board on a regular basis

of the status of all projects and the
performance of all company assets;



: managing relationships with investors
and analysts;

: approving capital expenditure
and business transactions within
predetermined limits set by the Board;

: planning in accordance with
the financial control guidelines
which govern the allocation and
management of financial resources
throughout the Group;

:: ensuring that appropriate financial
reporting is provided to the Board on
a monthly, six monthly and annual
basis; and

:: establishing and monitoring the
Group’s risk management framework
to ensure that policies, guidelines and
controls are effective in reducing the
group’s operational and financial
exposures to an acceptable level.

is considered from both the company

and individual director perspective. The
determination of materiality requires
consideration of both quantitative and
qualitative elements. The Board considers
an item to be material if it is greater than
or equal to 5% of the appropriate base
amount. Qualitative factors considered
include whether a relationship is
strategically important, the competitive
landscape, the nature of the relationship
and the contractual or other arrangements
governing it.

In accordance with this definition of
independence, Mr. ] Wowk is considered

to be independent. Mr. D Schwartz, M.

J Abernethy, Mr. Glenn Molloy are not
independent directors by virtue of their
substantial shareholdings in HomeLeisure
as detailed in the Annual Report. Mr. M
Rogers is not considered independent by
virtue of his role as Managing Director

in the past three years. The Board does

Each director brings a range of
complementary skills and experience
to the Group as indicated in the
Annual Report.

Dr D Schwartz is the current Chairman. In
this respect HomelLeisure has not complied
with ASX Recommendation 2.2 requiring
that the Chairman be an independent
director. However the Board has concluded
that Dr Schwartz’ significant commercial
and corporate experience is invaluable

in creating and protecting shareholder
value. The Board does not believe that

its effectiveness has been reduced as a
consequence of not having an independent
Chairman. The same individual does not
exercise the roles of Chairperson and Chief
Executive Officer.

Due to the size and structure of the
HomeLeisure Board, a Nominations
Committee has not been established as
required under ASX Recommendation 2.3.

The size and composition of the Board is formulated to provide an appropriate range of
experience, skills, knowledge and perspective to enable it to appoint, guide and supervise

a high standard of management for the company’s business.

2. COMPOSITION OF
THE BOARD

The Board comprises the Chairman

and four other independent and
non-independent directors. The size

and composition of the Board is
formulated to provide an appropriate
range of experience, skills, knowledge
and perspective to enable it to appoint,
guide and supervise a high standard of
management for the company’s business.
The names, skills, experience and
expertise of each Director of the Company
are set out in the Annual Report and on
the group’s website.

Directors of HomeLeisure are considered to
be independent when they are independent
of management and free from any
business or other relationship that could
materially interfere with — or could
reasonably be perceived to materially
interfere with — the exercise of their
independent judgement. In the context

of director independence, “materiality”

not comprise a majority of Independent
directors and consequently its composition
does not comply with recommendation

2.1 of the ASX Corporate Governance
Guidelines. However, the Board has
adopted the following measures to ensure
that independent judgment is achieved
and maintained in respect of its decision-
making processes:

:: Directors are entitled to seek
independent professional advice at
the company’s expense, subject to the
approval of the Board;

= Directors having a conflict of interest
in relation to a particular item of
business must absent themselves
from the Board Meeting before
commencement of discussion on
the topic; and

:: Non-executive directors confer on a
needs basis without management in
attendance.

H O ™M E L E I S U R E

A N N U A L

All directors may make recommendations
to the Board regarding the membership
of the Board, including proposed new
appointments. However, all directors
must agree unanimously on any new
director appointments. In addition,
HomelLeisure’s Constitution provides

that at each annual general meeting,

one third of directors shall retire

(and be eligible for re-election).

The Board believes that these alternative
procedures are more than adequate to
preserve the integrity of the Board.

R E P O R T 2 0 0 4
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3. ETHICAL AND RESPONSIBLE
DECISION-MAKING

The Board encourages the highest
standards of ethical conduct by all
directors and employees of the group.
The Board has adopted a Code of Ethics
that sets out the principles and standards
with which all Group officers and
employees are expected to comply in the
performance of their respective functions.
Officers and employees are expected to:

= comply with the law;
»: act honestly and with integrity;
:: reduce the opportunity for situations to

arise which result in divided loyalties
or conflicts of interest;

: use HomeLeisure’s assets responsibly
and in the best interests of
HomelLeisure shareholders; and

= be responsible and accountable for
their actions.

the Chairman in circumstances where
there exists a board decision that shares
and/or options over such shares ought
not to be traded. Senior management and
employees require the approval of the
Managing Director prior to trading. The
Board recognizes that it is the individual
responsibility of each Director and
employee to ensure that they comply with
the spirit and letter of the insider trading
laws, and that notification to the Board,
the Chairman or the Managing Director
of an intention to trade in no way implies
their approval of any transaction.

4. INTEGRITY OF FINANCIAL
REPORTING

HomelLeisure’s Managing Director

and Chief Financial Officer report in
writing to the Audit Committee that the
consolidated financial statements of
HomelLeisure Limited and its controlled

:: review the scope of the audit, the level
of audit fees and the performance of
the external auditors;

:: liaison with external auditors, review
of audit planning and consideration of
audit results; and

:: evaluation of the adequacy and
effectiveness of the company’s
administrative, operating and
accounting policies and controls
through active communication with
operating management and the
external auditors. The group is in
the process of codifying these duties
and responsibilities in a formal Audit
Committee Charter.

The current composition of the

Audit Committee complies with the
transitional arrangements approved
by the ASX, which provide relief

from full compliance with Council
recommendation 4.3 until 1 July 2005.

The Audit Committee operates throughout the year with the primary objective to assist
the Board of Directors in fulfilling the Board’s responsibilities relating to the accounting,
reporting and financial risk management practices of the company.

Senior management immediately
investigates possible failures to comply
with the principles of ethical and
responsible conduct, employing the use of
third party expertise where necessary. The
appropriate level of disciplinary action

is applied where departures from these
principles are confirmed.

DEALING IN COMPANY SHARES

Officers, management and employees are
actively encouraged to own shares in the
group. The Board’s policy is that trading in
the company’s shares and/or options over
such shares by directors and staff should
only occur in circumstances where the
market is fully informed of the company’s
activities. The Board considers at each
months board meeting whether trading
in the company shares is appropriate in
the coming month taking into account
the circumstances which exist. The

policy requires that Directors discuss any
intention to trade in the company’s shares
and/or options over such shares with

H O M E L E I S U R E A N N U A L

entities for each half and full financial
year present a true and fair view, in all
material respects, of the Group’s financial
condition and operational results and
are in accordance with accounting
standards. The Audit Committee operates
throughout the year with the primary
objective to assist the Board of Directors
in fulfilling the Board’s responsibilities
relating to the accounting, reporting and
financial risk management practices of
the company. In fulfilling this objective,
the audit committee meets at least two
times each year. The main duties and
responsibilities of the committee include:

.. review and consideration of statutory
compliance matters;

:: review of the annual and half-yearly
financial reports;

:: recommend to the Board nominations
for appointment as external auditors;

R E P O R T 2 0 0 4

5. CONTINUOUS DISCLOSURE
TO ASX

Documented procedures are in place

to identify matters that are likely to
have a material effect on the price of
the Company’s securities and to ensure
those matters are notified to the ASX in
accordance with the Company's Listing
Rule disclosure requirements. The
Managing Director and Chief Financial
Officer are responsible for monitoring
the Company’s activities in light of

its continuous disclosure policy and
where necessary discussing disclosure
obligations with the Board.

The Company Secretary is responsible
for all communications with the ASX.

All communications with external
stakeholders in respect of sensitive
company information is subject

to the relevant safeguarding and
confidentiality procedures. These
communications are undertaken in light
of continuous disclosure requirements



of the ASX and the broad principles of
ensuring the market is fully informed
of price sensitive information.

6. COMMUNICATION WITH
SHAREHOLDERS

The Group encourages communication
with shareholders and other stakeholders
in an open, regular and timely manner so
that the market has sufficient information
to make informed investment decisions on
the operations and results of the Group.
Mechanisms employed include:

.. regular shareholder communications
such as Half-Yearly Reports, and the
Full Financial Report;

»: financial results presentations at the
Company’s Annual General Meeting
(“AGM”);

= shareholder access to communications
through the use of information
technology such as the

This framework will incorporate the
maintenance of comprehensive policies,
procedures and guidelines that encompass
the Group’s activities. It addresses areas
such as contract negotiation, project
management, occupational health and
safety, environmental management, trade
practices, IT disaster recovery and business
continuity planning. Responsibility for
control and risk management is delegated
to the appropriate level of management
within the Group with the Managing
Director and Chief Financial Officer
having ultimate responsibility to the Board
for the Group’s risk management and
internal control activities. Arrangements
put in place by the Board to monitor risk
management include:

:: regular monthly reporting to the
Board in respect of operations and the
financial position of the Group;

:: reports by the Chairman of the Audit
Committee and circulation to the

internal compliance and control which
implements the policies adopted by the
Board; and

:: the company’s risk management
and internal compliance and control
framework is operating efficiently and
effectively in all material respects.

8. PERFORMANCE

The Board reviews its performance and
the performance of its Committees during
each financial year. The HomelLeisure
constitution requires that one third

of Directors are required to submit
themselves for re-election each year.

This provides shareholders with direct
input into the assessment of Board and
individual Director performance.

Arrangements put in place by the Board to
monitor the performance of the Group’s
senior management group include:

The Board reviews its performance and the performance of its Committees during each
financial year. The HomeLeisure constitution requires that one third of Directors are
required to submit themselves for re-election each year.

HomelLeisure website; and

: utilising Computershare, the Group’s
share registry service provider.

The Board encourages full participation of
shareholders at the AGM to ensure a high
level of accountability and understanding
of the Group’s strategy and goals. The
Company encourages the Group’s external
auditor to attend the AGM.

7. RISK MANAGEMENT

The Board is responsible for oversight of
the Group’s risk management and control
framework. The Audit Committee assists
the Board in fulfilling its responsibilities
in this regard by reviewing the financial
and reporting aspects of the Group’s risk
management and control framework.
The Group is currently implementing
apolicy framework designed to ensure
that the Group’s risks are identified and
that controls are adequate, in place and
functioning effectively.

Board of the minutes of each meeting
held by the Audit Committee;

© presentations made to the Board
throughout the year by appropriate
members of the Group’s management
team (and/or independent advisers,
where necessary) on the nature of
particular risks and details of the
measures which are either in place or
can be adopted to manage or mitigate
the risk; and

:: any Director may request that
operational and project audits be
undertaken by management.

Prior to signing the Group’s annual
financial statements, HomeLeisure’s
Managing Director and Chief Financial
Officer report in writing to the Audit
Committee that:

.. the statement given in accordance
with Council’s best practice
recommendation 4.1 is founded on a
sound system of risk management and

H O ™M E L E I S U R E

A N N U A L

: regular monthly reporting submitted to
the Board and attendance at all Board
Meetings by the Managing Director
and Chief Financial Officer ; and

: areview by the Board of the Group’s
financial performance and revised
forecast results on a half yearly and
annual basis.

9. REMUNERATION

The Company’s polices relating to
Directors’ and Senior Executives’
remuneration are set out in the Group’s
annual report. The HomelLeisure Executive
Share Option Plan was approved by
shareholders at the 2001 Annual General
Meeting and amended at the 2003 Annual
General Meeting.

It is the company’s objective to provide
maximum stakeholder benefit from the
retention of a high quality Board and
executive team by remunerating directors
and key executives fairly and appropriately
with reference to relevant employment

R E P O R T 2 0 0 4
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market conditions. To assist in achieving
this objective, the nature and amount

of executive directors’ and officers’
emoluments are linked to the company’s
financial and operational performance.

The expected outcomes of the
remuneration structure are:

Retention and motivation of key
executives;

: Attraction of quality management to
the company; and

Performance incentives which allow
executives to share the rewards of the
success of the Group.

In relation to the payment of bonuses and
options the Board, having regard to the
overall performance of HomeLeisure and
the performance of the employee during
the period, exercises discretion.

10. INTEREST OF
STAKEHOLDERS

HomelLeisure’s objective is to maintain
and further develop wealth for
shareholders and add value for clients and
other stakeholders. To ensure this occurs,
the Group conducts its business within the
Code of Ethics, documented and outlined
in the Group's Corporate Governance
Policy. In protecting the interest of
stakeholders, the Group will:

comply with the law;
act honestly and with integrity;

reduce the opportunity for situations to
arise which result in divided loyalties
or conflicts of interest;

use HomelLeisure’s assets responsibly
and in the best interests of
HomeLeisure shareholders; and

be responsible and accountable for
its actions.

H O M E L E I S U R E A N N U A L R E P O R T 2 0 0 4



Ell ERNST & YOUNG

INDEPENDENT AUDIT
REPORT TO MEMBERS OF
HOMELEISURE LIMITED

SCOPE

THE FINANCIAL REPORT AND
DIRECTORS” RESPONSIBILITY

The financial report comprises the
statement of financial position, statement
of financial performance, statement of
cash flows, accompanying notes to the
financial statements, and the directors’
declaration for HomeLeisure Limited (the
company) and the consolidated entity, for
the year ended 31 December 2004. The
consolidated entity comprises both the
company and the entities it controlled
during that year.

The directors of the company are
responsible for preparing a financial
report that gives a true and fair view of
the financial position and performance
of the company and the consolidated
entity, and that complies with Accounting
Standards in Australia, in accordance with
the Corporations Act 2001. This includes
responsibility for the maintenance of
adequate accounting records and internal
controls that are designed to prevent

and detect fraud and error, and for the
accounting policies and accounting
estimates inherent in the financial report.

AUDIT APPROACH

We conducted an independent audit of
the financial report in order to express
an opinion on it to the members of the
company. Our 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 nature of an audit is influenced by
factors such as the use of professional
judgement, selective testing, the inherent
limitations of internal control, and the
availability of persuasive rather than
conclusive evidence. Therefore, an audit
cannot guarantee that all material
misstatements have been detected.

INDEPENDENT AUDIT REPORT

N 1 Eagle Street
Brisbane QLD 4000
Australia

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 in Australia, and
other mandatory financial reporting
requirements in Australia, a view which
is consistent with our understanding

of the company’s and the consolidated
entity’s financial position, and of their
performance as represented by the results
of their 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.

We performed procedures to assess
whether the substance of business
transactions was accurately reflected in
the financial report. These and our other
procedures did not include consideration
or judgement of the appropriateness or
reasonableness of the business plans

or strategies adopted by the directors

and management of the company.

INDEPENDENCE

We are independent of the company,
and have met the independence
requirements of Australian professional
ethical pronouncements and the
Conporations Act 2001. Tn addition

to our audit of the financial report,

we were engaged to undertake other
services. The provision of these services
has not impaired our independence.

m PO Box 7878
Waterfront Place
Brisbane QLD 4001

m Tel 61730113333
Fax 61730113100
DX 165 Brishane

AUDIT OPINION

In our opinion, the financial
report of HomeLeisure Limited
is in accordance with:

(a) the Corporations Act 2001, including:

(i) giving a true and fair view
of the financial position of
HomelLeisure Limited and
the consolidated entity at 31
December 2004 and of their
performance for the year ended
on that date; and

(ii) complying with Accounting
Standards in Australia and the
Conporations Regulations
2001; and

(b) other mandatory financial reporting
requirements in Australia.

é{ wi' * VLUV»»‘B

Ernst & Young

i Clun
—

Paul M Glenny

Partner

Brishane
24 March 2005

Liability limited by the Accountants Scheme, approved under the Professional Standards Act 1994 (NSW)
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HOMELEISURE LIMITED & CONTROLLED ENTITIES
DIRECTORS’ DECLARATION

In accordance with a resolution of the
directors of HomeLeisure Limited,
[ state that:

(1) In the opinion of the directors:

(a) the financial statements and notes of
the company and of the consolidated
entity are in accordance with the
Corporations Act 2001, including;

(i) giving a true and fair view of the
company’s and consolidated entity’s
financial position as at 31 December
2004 and of their performance for the
year ended on that date; and

(i) complying with Accounting Standards
and Corporations Regulations 2001,
and

(b) there are reasonable grounds to
believe that the company will be able
to pay its debts as and when they
become due and payable.

On behalf of the Board
D Schwartz
Chairman

Perth, 24 March 2005

(\gHOMELEISURE A N N U A L R E P O R T 2 0 0 4
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HOMELEISURE LIMITED & CONTROLLED ENTITIES

STATEMENT OF FINANCIAL
FOR THE YEAR ENDED 3| DECEMBER 2004

PERFORMANCE

NOTES CONSOLIDATED PARENT ENTITY
2004 2003 2004 2003
$°000 $'000 $°000 $'000
Revenues from ordinary activities
Revenues from sale of goods 2 86,326 87,376 16,586 15716
Cost of Sales (48,729) (51,405) (7,608) (8,870)
Gross Profit 37,597 35971 8,978 6,846
Other Revenues from ordinary activities 2 1,161 1,684 176 293
Revenues from disposal of non current assets 3 4,063 - -
Revenues from sale of business 3 2,558 - -
Net Reversal of provision for diminution of investments in
subsidiary companies. 3 - - 1,121 -
Distribution expenses (8,479) (8491) (802) (696)
Marketing expenses (10,832) (10,251) (1,800) (1,641)
Occupancy expenses (1,740) (1,959) (250) (370)
Administration expenses (10,475) (8,437) (2,901) (1,922)
Other expenses from ordinary activities (1,404) (1,562) (456) (354)
Borrowing cost expenses 3 (1,336) (1,128) (498) (246)
Operating expenses from ordinary activities (34,266) (31,828) (6,707) (5,229)
Carrying value of non current assets disposed 3 (3,497) - -
Carrying value of inventory disposed on sale of wholesale
horticulture business 3 (1,184) - - -
Specific Items- Restructuring 3 (2,502) (1,771) - -
Profit from ordinary activities before
income tax expense 3,930 4,056 3,568 [,910
Income tax (expense)/benefit relating to
ordinary activities 4 453 (312) 885 161
Net profit attributable to members of
Homeleisure Limited 4,383 3,744 4,453 2,071
Total revenues, expenses and valuation
adjustments attributable to HomelLeisure
Limited and recognised directly in equity - - -
Total changes in equity other than those
resulting from transactions with owners
as owners attributable to members of
Homeleisure Limited 4,383 3,744 4,453 2,071
Basic earnings per share (cents per share) 24 3.7 35
Diluted earnings per share (cents per share) 24 3.7 33
H OMETLEI S URE AN N U A L EP ORT 2 0 0 4



HOMELEISURE LIMITED & CONTROLLED ENTITIES

STATEMENT OF

FOR THE YEAR ENDED 3|

FINANCIAL

POSITION
DECEMBER 2004

NOTES CONSOLIDATED PARENT ENTITY

2004 2003 2004 2003

$’000 $'000 $’000 $'000
CURRENT ASSETS
Cash Assets 20(b) 2,076 3,131 - -
Receivables 6 19,474 17,824 23,814 21,084
Inventories 7 10,031 9,288 2,571 1,827
Current tax asset 947 - 857 -
Other 8 3,751 2,888 388 190
TOTAL CURRENT ASSETS 36,279 33,131 27,630 23,101
NON-CURRENT ASSETS
Investments 9 630 38 11,502 9,789
Property, plant and equipment 10 11,031 14,591 173 134
Deferred tax asset 1,412 1,444 1,412 274
Intangibles Assets Il 9,665 9,373 240 -
Other 12 958 1,006 - -
TOTAL NON-CURRENT ASSETS 23,696 26,452 13,327 10,197
TOTAL ASSETS 59,975 59,583 40,957 33298
CURRENT LIABILITIES
Payables 13 17,214 16,879 15,038 9,979
Interest-bearing liabilities 14 11,042 10,321 6,023 5875
Current tax liabilities - 817 - 113
Provisions I5 1,763 1,174 174 157
TOTAL CURRENT LIABILITIES 30,019 29,191 21,235 16,124
NON-CURRENT LIABILITIES
Interest-bearing liabilities |6 5,382 6,805 21 -
Deferred tax liabilities 817 1,154 817 -
Provisions 17 555 851 84 64
TOTAL NON-CURRENT LIABILITIES 6,754 8,810 922 64
TOTAL LIABILITIES 36,773 38,001 22,157 16,188
NET ASSETS 23,202 21,582 18,800 17,110
SHAREHOLDERS’ EQUITY
Contributed Equity 18 31,135 30,320 31,135 30,320
Accumulated losses 19 (7,933) (8,738) (12,335) (13210)
TOTAL SHAREHOLDERS’ EQUITY 23,202 21,582 18,800 17,110
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HOMELEISURE LIMITED & CONTROLLED ENTITIES
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 3| DECEMBER 2004

NOTES CONSOLIDATED PARENT ENTITY

2004 2003 2004 2003

$’°000 $'000 $’°000 $'000
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers 94,312 99,152 17,251 16,486
Payments to suppliers and employees (81,123) (89,346) (13,149) (14,467)
Interest received 38 125 4 8
Interest and other costs of finance paid (1,336) (1,128) (498) (247)
Income tax paid (1,712) (1,087) (454) -
Acquisition of movie rights (1,902) (1,130) - -
Significant restructuring costs (732) (1,994) - -
Goods and services tax paid (3,497) (2,895) 971) (879)
NET CASH INFLOWS FROM OPERATING ACTIVITIES 20(a) 4,048 1,697 2,183 901
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property, plant and equipment (2,550) (2,534) (85) (36)
Disposal of property, plant and equipment 4,063 150 10 -
Acquisition of subsidiaries 20(e) - (703) - -
Finance lease principal received 418 - - -
Payment of deferred Central Station settlement (1,000) - - -
Acquisition of 40% of X-ten Pty Ltd (233) (233) -
Loan to joint venture company (10) (45) - -
Acquisition of music masters (109) (130) - -
NET CASH FLOWS (USED)/RECEIVED IN
INVESTING ACTIVITIES 579 (3,263) (308) (36)
CASH FLOWS FROM FINANCING ACTIVITIES
Cash proceeds issue of shares 215 2,814 215 2,814
Finance lease principal paid (1,126) (300) (10) (80)
Dividends paid (3,578) (2,902) (3,578) (2,902)
Borrowings — Paid (2,419) (1,774) - 601)
Borrowings — Received 4,421 884 4,017 -
Loans to controlled entities - - 1,380 (3,965)
NET CASH FLOWS (USED)/RECEIVED IN
FINANCING ACTIVITIES (2,487) (1,278) 2,024 (4,734)
NET INCREASE/(DECREASE) IN CASH HELD 2,140 (2,843) 3,899 (3,869)
Add opening cash brought forward (2,910) (67) (5,875) (2,006)
CLOSING CASH CARRIED FORWARD 20(b) (770) (2910) (1,976) (5,875)
H OMETLEI S URE AN N U A L R EP ORT 2.0 0 4



NOTES TO AND

1.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

BASIS OF ACCOUNTING

The financial report is a general purpose
financial report, which has been prepared
in accordance with the requirements

of the Corporations Act 2001, and
Australian Accounting Standards. The
financial statements have been prepared
in accordance with the historical cost
convention. Other mandatory professional
reporting requirements (Urgent Issues
Group Consensus Views) have also been
complied with.

The accounting policies adopted are
consistent with those adopted in the 31
December 2003 annual financial report.

PRINCIPLES OF CONSOLIDATION

The consolidated accounts are those

of the economic entity, comprising
HomelLeisure Limited (the parent entity)
and all entities which Homeleisure
controlled from time to time during

the year and at balance date.

Information from the financial statements
of subsidiaries is included from the date
the parent company obtains control

until such time as control ceases.

Where there is a loss of control of a
subsidiary, the consolidated financial
statements include the results for the

part of the reporting period during which
the parent company has control.

Financial statements of subsidiaries are
prepared for the same reporting period
as the parent entity, using consistent
accounting policies.

All intercompany balances and
transactions, including unrealised profits
arising from intra-group transactions,
have been eliminated in full. Unrealised
losses are eliminated unless costs cannot
be recovered.

FORMING

HOMELEISURE LIMITED & CONTROLLED ENTITIES

PART OF THE ACCOUNTS

FOR THE YEAR ENDED 31 DECEMBER 2004

FOREIGN CURRENCIES

TRANSLATION OF FOREIGN CURRENCY
TRANSACTIONS

Transactions in foreign currencies
of entities within the consolidated
entity are converted to local currency
at the rate of exchange ruling at

the date of the transaction.

Amounts payable to and by the entities
within the consolidated entity that are
outstanding at the balance date and are
denominated in foreign currencies have
been converted to local currency using
rates of exchange ruling at the end of
the financial year. All resulting exchange
differences where material arising on
settlement or re-statement are brought to
account in determining the profit or loss
for the financial year.

SPECIFIC HEDGES

Where a purchase or sale is specifically
hedged, exchange gains or losses on
the hedging transaction arising up to
the date of purchase or sale and costs,
premiums and discounts relative to
the hedging transaction are deferred
and included in the measurement

of the purchase or sale. Exchange
gains and losses arising on the hedge
transaction after that date are taken to
the Statement of Financial Performance.

CASH

For the purposes of the Statement

of Cash Flows, cash includes cash

on hand and in banks, and money
market investments readily convertible
to cash within 2 working days, net

of outstanding bank overdrafts.

RECEIVABLES

Trade receivables are recognised and
carried at original invoice amount less

a provision for any uncollectible debts.
An estimate for doubtful debts is made
when collection of the full amount is no
longer probable. Bad debts are written off
as incurred.

INVENTORIES

Inventories are valued at the lower of

cost and net realisable value. The cost

of inventories (other than manufactured
product) is assigned on an average cost
basis and includes expenditure incurred in
acquiring the stock.

Net realisable value is the estimated
proceeds of sale less, where applicable,
all costs to be incurred in marketing and
distribution to customers.

MANUFACTURING

Costs incurred in bringing each product
to its present location and condition is
accounted for as follows:

Raw materials — purchase cost on a
first-in-first-out basis; and

Finished goods and work in progress
— cost of direct material and labour
and a proportion of manufacturing
overheads based on normal operating
capacity

RECOVERABLE AMOUNT

Non-current assets are not carried at an
amount above their recoverable amount,
and where carrying values exceed this
recoverable amount assets are written
down. In determining the recoverable
amount the expected net cash flows have
not been discounted to their present value.

H O ™M E L E I S U R E A N N U A L R E P O R T 2 0 0 4



HOMELEISURE LIMITED & CONTROLLED ENTITIES

NOTES TO AND

PROPERTY, PLANT AND
EQUIPMENT

COST AND VALUATION

Items of property, plant and equipment are
carried at cost.

DEPRECIATION

Depreciation is provided on a straight-line
basis on all property, plant and equipment,
other than freehold land.

INVESTMENTS

All investments in subsidiary companies
are carried at the lower of cost and
recoverable amount.

AUDIO AND MOVIE MASTERS

All masters are carried at cost.
Amortisation is provided on a straight line
basis over 10 years.

CONTRIBUTED EQUITY

Issued and paid-up capital is recognised at
the fair value of the consideration received
by the company. Any transaction costs
arising on the issue of ordinary shares
would be recognised directly in equity as a
reduction of the share proceeds received.

INTANGIBLES
GOODWILL

Goodwill is recorded initially at the
amount by which the purchase price for a
business or for shares in a controlled entity
exceeds the fair value of the net tangible
assets at the date of acquisition. Goodwill
is amortised by the straight-line method
over the period during which benefits are
expected to be received. This is taken as
being up to 10 years (2003: 10 years).

TRADEMARKS

Trademarks are not amortised as the
directors believe that their useful lives are
of such duration that the amortisation
charge, if any, would not be material.

The carrying values of trademarks are
reviewed each reporting period to ensure
that they are not stated above their
recoverable amount.

H o ™M E L E I S U R E

FORMING
FOR THE YEAR ENDED 31

A N N U A L R E P O R T

DECEMBER 2004

PART OF THE ACCOUNTS

Major depreciation periods are:

2004 2003

Leasehold improvements

the lease term the lease term

Plant and equipment 5to |5 years 5to |5 years

Dies and Moulds 5to 15 years 5to 15 years

Buildings 40 years 40 years
INCOME TAX INTEREST

The entity has adopted the liability
method of income tax effect accounting.
Income tax expense shown in the

profit and loss account is calculated

on the operating result before tax,
adjusted for items which, due to
treatment under income tax legislation,
create permanent differences between
accounting profit and taxable income.

Future income tax benefits represent
the expected future tax effect of timing
differences which occur when items

of expenditure are included in the
determination of accounting profit

in periods different to the periods

in which those items are allowable

for income tax purposes.

The net future income tax benefit
relating to timing differences and
losses are not carried forward as an
asset unless the benefit is virtually
certain of being realised.

REVENUE RECOGNITION

Revenue is recognised to the extent that
it is probable that the economic benefits
will flow to the entity and the revenue
can be reliably measured. The following
specific recognition criteria must also

be met before revenue is recognised:

SALE OF GOODS

Control of the goods has passed to the
buyer. Control is deemed to have passed at
the time the goods have been despatched.

2 0 0 4

Control of a right to receive consideration
for the provision of, or investment in,
assets has been attained.

PAYABLES

Liabilities for trade creditors and other
amounts are carried at cost which is the
fair value of the consideration to be paid in
the future for goods and services received,
whether or not billed to the consolidated
entity. Payables to related parties are
carried at the principal amount.

EMPLOYEE BENEFITS

Provision is made for long service leave
and annual leave estimated to be payable
to employees on the basis of statutory
and contractual entitlements. The
contributions made to superannuation
funds are charged against profits.

The value of the employee share
incentive scheme described in note
22 is not being recognised as an
employee entitlement expense.

LEASES

Leases are classified at their inception as
either operating or finance leases based on
the economic substance of the agreement
so as to reflect the risks and benefits
incidental to ownership.

OPERATING LEASES

The minimum lease payments of
operating leases, where the lessor
effectively retains substantially all of the
risks and benefits of ownership of the
leased item, are recognised as an expense
on a straight-line basis.



NOTES TO AND

FINANCE LEASES

Leases which effectively transfer
substantially all of the risks and benefits
incidental to ownership of the leased item
to the group are capitalised at the present
value of the minimum lease payments and
disclosed as property, plant and equipment
under lease. A lease liability of equal
value is also recognised.

Capitalised lease assets are depreciated
over the shorter of the estimated useful
life of the assets and the lease term.
Minimum lease payments are allocated
between interest expense and reduction of
the lease liability with the interest expense
calculated using the interest rate implicit
in the lease and charged directly to profit
and loss.

The cost of improvements to or on
leasehold property is capitalised, disclosed
as leasehold improvements and amortised
over the unexpired period of the lease

or the estimated useful lives of the
improvements, whichever is the shorter.

EARNINGS PER SHARE

Basic EPS is calculated as net profit
attributable to members, adjusted to
exclude costs of servicing equity (other
than dividends) divided by the weighted
average number of ordinary shares,
adjusted for any bonus element.

Diluted EPS is calculated as net profit
attributable to members, adjusted for:

= Costs of servicing equity (other than
dividends)

= Other non-discretionary changes in
revenues or expenses during the period
that would result from the dilution of
potential ordinary shares

divided by the weighted average
numbers of ordinary shares and
dilutive potential ordinary shares,
adjusted for any bonus element.

FORMING

HOMELEISURE LIMITED & CONTROLLED ENTITIES

PART OF THE ACCOUNTS

FOR THE YEAR ENDED 31 DECEMBER 2004

GOODS AND SERVICES TAX

GST received from customers is included
in cash flows from customers. GST paid
on supplies is included in payments to
suppliers and employees. GST paid on
acquisitions of plant and equipment is
included in payments to suppliers and
employees. GST is not included in revenue
and expenses but is included in receivables
and payables.

FINANCIAL INSTRUMENTS

Refer to note 30 (a) for accounting
policies related to financial instruments.

IMPACT OF ADOPTING AASB
EQUIVALENTS TO IFRS
STANDARDS (AEIFRS)
TRANSITION TO AEIFRS

HomelLeisure Limited will be required

to prepare financial statements which
comply with the Australian equivalents
of International Financial Reporting
Standards (AEIFRS), as issued by the
Australian Accounting Standards Board,
from 1 January 2005. The changes
identified to date that will be required

to HomeLeisure Limited’s existing
accounting policies are set out below. The
company has allocated internal resources
and engaged expert consultants to
perform diagnostics and conduct impact
assessments to isolate key areas that will be
impacted by the transition to AEIFRS. As
a result of these procedures, HomeLeisure
Limited has graded impact areas as either
high, medium or low and has established
a project team to address each of the
areas in order of priority as represented
by the gradings. It is anticipated that the
project will be completed by June 2005.
This will form the basis of accounting

for Australian equivalents of IFRS in the
future, and is required when HomeLeisure
Limited prepare its first fully AEIFRS
compliant financial report for the half
year ending 30 June 2005 and the year
ending 31 December 2005. Any changes
to accounting policies will require Audit
Committee approval.

At this stage the company has not been
able to reliably quantify the impact on the
financial report.

H O ™M E L E I S U R E

A N N U A L

INCOME TAXES

Under AASB 112 Income Taxes, the
company will be required to use a balance
sheet liability method which focuses on
the tax effects of transactions and other
events that affect amounts recognised in
either the State of Financial Position or a
tax-based balance sheet.

INTANGIBLE ASSETS

Under the AASB138 Intangible Assels,
intangibles that are assessed as having an
indefinite life will be subject to annual
impairment tests to support the carrying
value of these assets. The change in the
policy could result in earnings volatility
reflected in the income statement.

Amortisation of 