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F?C‘,G\‘\" Corporation Ltd

RCG Corporation Limited and its controlled entities

Statement of Changes in Equity
For the financial year ended 1 July 2007

The Company

Retained
Foreign Earnings/
Issued Issued Currency Share (Accumulated Total
Capital Capital Reserves Reserve Losses)
No. in '000 $'000 $'000 $'000 $'000 $'000
Balance at 1 July 2005 84,217 39,186 - - 348 39,534
Shares issued during the year
Executive Long Term Share Incentive Plan 3,160 - - 27 - 27
Transaction costs relating to issue of shares - 331 - - - 331
Loss for the year - - - - (25,778) (25,778)
Sub-total 87,377 39,517 - 27 (25,430) 14,114
Dividends paid or provided for - - - - - -
Balance at 30 June 2006 87,377 39,517 - 27 (25,430) 14,114
Balance at 1 July 2006 87,377 39,517 - 27 (25,430) 14,114
Shares issued during the year
Rights Issue 26,013 2,341 - - 2,341
Placement of shares 18,611 1,800 - - 1,800
Executive Long Term Share Incentive Plan (490) - - 20 - 20
Directors and Employees Options Plan 361 361
Transaction costs relating issue of shares - (418) - - - (418)
Loss for the year - - - - (10,741) (10,741)
Sub-total 131,511 43,240 - 408 (36,171) 7,476
Dividends paid or provided for - - - - - -
Balance at 1 July 2007 131,511 43,240 - 408 (36,171) 7,476

The accompanying notes form an integral part of these Financial Statements.
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F?C‘,G\\" Corporation Ltd

RCG Corporation Limited and its controlled entities

Cash Flow Statement
For the financial year ended 1 July 2007

Consolidated The Company
2007 2006 2007 2006
Note $'000 $'000 $'000 $'000
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers and franchisees 49,088 57,457 (190) 32
Interest received 63 49 63 -
Payments to suppliers and employees (38,628) (49,777) (1,485) (1,541)
Payments for operating leases (6,568) (7,986) - -
Income tax refund/(paid) (35) 229 (35) 602
Finance costs paid (458) (512) (343) (458)
Net cash provided by/(used in) operating activities 27(b) 3,462 (540) (1,990) (1,365)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of property 1,950 - 1,950 -
Cash funds in discontinued operation (261) - - -
Payment for property, plant and equipment (287) (635) (2) (30)
Net cash provide by/(used in) investing activities 1,403 (635) 1,948 (30)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of Borrowings (2,350) 1,800 (2,350) 1,800
Lease payments (695) (485) - -
Capital raising 4,141 - 4,141 -
Listing costs (418) (460) (418) (460)
Intercompany loans - - 2,218 (3)
Net cash provided by financing activities 678 855 3,591 1,337
Net increase/(decrease) in cash held 5,542 (320) 3,549 (58)
Cash at beginning of the financial year (1,857) (1,537) (3,392) (3,334)
Cash at end of the financial year 27(a) 3,685 (1,857) 157 (3,392)

The accompanying notes form an integral part of these Financial Statements.
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RCG Corporation Limited and its controlled entities

Notes to the Financial Statements
forming part of the financial statements for the financial year ended 1 July 2007

1. Significant Accounting Policies

The financial report of RCG Corporation Limited covering the period from 1 July 2006 to 1 July 2007 was
authorised for issue in accordance with a resolution of the Board of Directors on 24 August 2007.

Basis of Preparation

This general purpose financial report has been prepared in accordance with Australian Accounting
Standards, other authoritative pronouncements of the Australian Accounting Standards Board, Australian
Accounting Interpretations and the Corporations Act 2001. The financial report complies with Australian
equivalents to International Financial Reporting Standards (AIFRSs) in their entirety.

The financial report covers the consolidated entity of RCG Corporation Limited and controlled entities, and
RCG Corporation Limited as an individual parent entity. RCG Corporation Limited is a listed public
company incorporated and domiciled in Australia.

The financial report has been prepared on an accrual basis and is based on historical costs modified by
the revaluation of certain non-current assets, financial assets and financial liabilities for which the fair value
basis of accounting has been applied.

Principles of Consolidation

A controlled entity is any entity controlled by the Company. Control exists where the Company has the
capacity to dominate the decision-making in relation to the financial and operating policies of another entity
so that the other entity operates with the Company to achieve the objectives of the Company. The
consolidated entity comprises the Company and its controlled entities. A list of controlled entities is
contained in Note 9 to the notes to the financial statements.

All intercompany balances and transactions between the entities in the consolidated entity, including any
unrealised profits or losses have been eliminated on consolidation. Accounting policies of subsidiaries
have been changed where necessary to ensure consistencies with those policies applied by the parent
entity.

Financial Assets and Financial Liabilities

Financial assets and financial liabilities are initially recognised at cost on the balance sheet when the
Company becomes party to the contractual provisions of the financial instrument. Subsequent to initial
recognition these instruments are measured as set out below.

A financial asset is de-recognised when the contractual rights to the cash flows from the financial assets
expire or are transferred and no longer controlled by the entity. A financial liability is removed from the
balance sheet when the obligation specified in the contract is discharged or cancelled or expires.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market and are measured at amortised cost using the effective interest method.

Available-for-sale financial assets include other financial assets, comprising investments in subsidiaries,
not included in the above categories. Available-for-sale financial assets are reflected at fair value.
Unrealised gains and losses arising from changes in fair value are taken directly to equity.

Financial liabilities comprise of trade and other payables, provisions and borrowings are measured at
amortised cost using the effective interest method.

Trade accounts payable represent the principal amounts outstanding at balance date plus, where
applicable, any accrued interest.

The amortised cost of a financial asset or a financial liability is the amount initially recognised minus
principal repayments, plus or minus cumulative amortisation of any difference between the initial amount
and maturity amount and minus any write-down for impairment or doubtful collections.

Inventories

Finished goods and raw materials are stated at lower of cost and net realisable value. Costs are calculated
on “first-in first-out” or “weighted average” basis as appropriate for each business segment and include
duty and other inward charges. The cost of manufactured stock includes direct labour, direct materials and
an appropriate amount of fixed and variable overhead expenses, net of settlement discounts.
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RCG Corporation Limited and its controlled entities

Notes to the Financial Statements
forming part of the financial statements for the financial year ended 1 July 2007

Property, plant and equipment

Property, plant and equipment is recorded at cost, less where applicable any accumulated depreciation or
impairment loss. The fair value of freehold land and building is the amount for which the asset could be
exchanged between knowledgeable willing parties in an arms length transaction. It is the policy of the
consolidated entity to have an independent valuation every three years, with annual appraisals being made
by the directors. The revaluation of land and building has taken into account the potential capital gains tax.

The profit and loss on disposal of all property, plant and equipment is determined as the difference
between the carrying amount of the asset at the time of disposal and the proceeds thereof and is included
in the profit before income tax in the income statement in the year of disposal.

The carrying amount of property, plant and equipment is reviewed annually by directors to ensure it is not
in excess of the recoverable amount from those assets. The recoverable amount is assessed on the basis
of the expected net cash flows, which will be reviewed from the assets employed and subsequent disposal.
The expected net cash flows have been discounted to present values in determining recoverable amounts.

Depreciation

Items of property, plant and equipment are depreciated at rates based upon its expected economic life
using the straight line method. The depreciation or amortisation rates used for each class of assets are as
follows:

Plant and equipment 12.5%-33%
Property 1.25%

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.

Where substantially all the risks and benefits incidental to the ownership of a leased fixed asset, but not
the legal ownership, are transferred to the company, these leases are classified as finance leases.
Finance leases are capitalised as an asset and a liability equal to the present value of the minimum lease
payments, including any guaranteed residual value is brought to account. Leased assets are amortised on
a straight line basis over their estimated useful lives where it is likely that the company will obtain
ownership of the asset, or over the term of the lease. Lease payments are allocated between the lease
interest expense for the period and the reduction of the lease liability.

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

Lease incentives under operating leases are recognized as a liability and amortised on a straight line basis
over the life of the lease term.

Foreign Currency Translation

Functional and presentation currency

Items included in the financial statements of each of the group entities are measured using the currency of
the primary economic environment in which the entity operates (‘the functional currency’). The
consolidated financial statements are presented in Australian dollars, which is RCG Corporation Limited’s
functional and presentation currency.

Transaction and balances

Foreign currency transactions are converted to Australian currency at the rates of exchange applicable at
the dates of the transactions. Amounts receivable and payable in foreign currencies at balance date are
converted at the rates of exchange ruling at that date.

Exchange differences arising on the translation of non-monetary items are recognised directly in equity to
the extent that the gain or loss is directly recognised in equity; otherwise the exchange difference is
recognised in the income statement.
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RCG Corporation Limited and its controlled entities

Notes to the Financial Statements
forming part of the financial statements for the financial year ended 1 July 2007

Income Tax
Deferred tax is accounted for using the comprehensive balance sheet liability method whereby:

» the tax consequences of recovering (settling) all assets (liabilities) are reflected in the financial
statements;

» current and deferred tax is recognised as income or expense except to the extent that the tax
relates to equity items or to a business combination;

+ adeferred tax asset is recognised to the extent that it is probable that future taxable profit will be
available to realise the asset;

+ deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the
period when the asset is realised or the liability settled.

The charge for current income tax expenses is based on the profit for the year adjusted for any non
assessable or disallowed items. It is calculated using tax rates that have been enacted or are substantively
enacted by the balance sheet date.

Deferred tax is accounted for using the balance sheet liability method in respect of temporary differences
arising between the tax bases of assets and liabilities and their carrying amounts in the financial
statements.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is
realised or liability is settled. Deferred tax is credited in the income statement except where it relates to
items that may be credited directly to equity, in which case the deferred tax is adjusted directly against
equity.

Deferred income tax assets are recognised to the extent that it is probable that future tax profits will be
available against which deductible temporary differences can be utilised.

The amount of benefits brought to account or which may be realised in the future is based on the
assumption that no adverse change will occur in income taxation legislation and the anticipation that the
consolidated entity will derive sufficient future assessable income to enable the benefit to be realised and
comply with the conditions of deductibility imposed by the law.

Tax Consolidation

The company and its wholly owned Australian subsidiaries are part of a tax consolidated group under
Australian taxation law. The tax consolidated group does not have a tax sharing and funding agreement in
place.

Employee Entitlements

Provision has been made for the entity’s liability for employee entitlements arising from services rendered
by employees to balance date. Employee entitlements expected to be settled within one year together with
entitlements arising from wages and salaries and annual leave which will be settled after one year, have
been measured at amounts expected to be paid when the liability crystallises plus related on-costs. Other
employee entitlements including long service leave payable later than one year have been measured at
the present value of the estimated future cash outflows to be made for those entitlements.

Contributions are made to an employee superannuation fund and are charged as expenses when incurred.

Impairment of assets

At each reporting date, the consolidated entity reviews the carrying values of its tangible and intangible
assets to determine whether there is any indication that those assets have been impaired. If such
indication exists, the recoverable amount of the asset, being the higher of asset’s fair value less cost to sell
and value in use, is compared to the asset’s carrying value. Any excess of the asset’s carrying value over
its recoverable value is expensed to the income statement. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax discount rate.

Intangibles

Goodwill

Goodwill and goodwill on consolidation, representing the excess of the cost of acquisition over the fair
value of the identifiable net assets acquired, is recognised as an asset and not amortised, but tested for
impairment annually and wherever there is an indication that the goodwill may be impaired any impairment
is recognised immediately in the income statement.
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RCG Corporation Limited and its controlled entities

Notes to the Financial Statements
forming part of the financial statements for the financial year ended 1 July 2007

Trademarks

Trademarks are recognised at cost of acquisition. Trademarks have an infinite life and are carried at cost
less any accumulated amortisation and any impairment loss. Trademarks are tested for impairment
annually and wherever there is an indication that it may be impaired, any impairment is recognised
immediately in the income statement.

Cash and Cash Equivalents
Cash and cash equivalents includes cash on hand, cash in banks and market investments convertible
readily to cash within two working days, net of outstanding bank overdrafts.

Dividends
A provision for dividend is only recognised at the reporting date where the dividends are declared,
determined or publicly recommended prior to the reporting date.

Revenue

Sale of Goods

This comprises revenue earned from sale of goods to customers, net of actual returns, and is recognised
at the point of sale when control of the goods passes to the customer. Lay-by sales are recognised after
the final payment is received from the customer.

Franchise Royalty Income
Franchise royalty income is recognised as income in the period the sales are recorded by the franchisees.

Franchise Fees
Franchise fees are recognised upon exchange of the franchise agreement as all services are considered to
be substantially performed.

Settlement Discount
Settlement discounts were previously recorded as other income from operating activities, and have now
been disclosed as a reduction in inventory.

All revenue is stated net of the amount of goods and service tax (GST).

Contributed Equity

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

Receivables

Receivable amounts include sales/royalty receipts not yet collected from customers and purchase rebates
due from suppliers, which remain unpaid at balance date, and are carried at the nominal amount. Amounts
outstanding are generally recovered within sixty days of invoicing and the collectibility of unpaid amounts is
assessed at balance date to determine whether a provision for doubtful debts is required. Bad debts are
written off as incurred.

Receivables from related parties are recognised and carried at the nominal amount due.

Payables

Liabilities for trade creditors and other amounts are recognised at cost, which is the fair value of the
consideration to be paid in the future for the inventories and other goods or services received, whether or
not billed to the consolidated entity at balance date. Trade accounts payable are non-interest bearing and
are normally settled on due dates.

Investments

Investments in controlled entities are measured on the cost basis. The carrying amounts of investments
are reviewed annually by directors to ensure they are not in excess of the recoverable amounts of these
assets. Dividend revenue is recognised on a receipt basis.

Earnings per share (EPS)

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

Notes to the Financial Statements
forming part of the financial statements for the financial year ended 1 July 2007

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

= costs of servicing equity (other than dividends)

= the after tax effect of dividends and interest associated with dilutive potential ordinary shares that have
been recognised as expenses; and

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

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

Share-Based Payments
Share-based payments are provided to directors and employees through issue of shares and options.

Issue of Shares
Share-based compensation benefits are provided to employees via the RCG Corporation Executive Long
Term Incentive Plan.

The fair value of shares granted under the RCG Corporation Executive Long Term Incentive Plan is
recognised as an employee benefit expense with a corresponding increase in equity. The fair value is
measured at grant date and recognised over the period during which the employees become
unconditionally entitled to the shares.

The fair value at grant date is independently determined using a Black-Scholes Binomial convergence
pricing model that takes into account the exercise price, the term of the share, the vesting and
performance criteria, the impact of dilution, the share price at grant date and expected price volatility of the
underlying share and the risk-free interest rate for the term of the share.

Issue of options
The fair value of options is recognised as a benefit to directors/employees. The fair value is measured at
the grant date and recognised over the period during which the options vest to the directors/employees.

The fair value at the grant date is independently determined using Monte Carlo simulation pricing model for
the directors’ options and Black-Scholes binomial convergence model for the employee’s options. These
models take into account the exercise price, the life of the option, the current price of the underlying share,
the expected volatility of the share price, dividends expected on the share and the risk-free interest rate for
the life of the option.

Goods and Services Tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST),
except where the amount of GST incurred is not recoverable from tax authorities. In these circumstances,
the GST is recognised as part of the acquisition of the asset or as part of an item of expense.

Receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the tax authorities are included as a current asset
or a liability in the Balance Sheet.

Cash flows are included in the Cash Flow Statement on a gross basis. The GST components of cash flows
arising from investing and financing activities which are recoverable from, and or payable to, the tax
authorities are classified as operating cash flows.

Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production of assets that necessarily
take a substantial period of time to prepare for their intended use or sale, are added to the cost of those
assets, until such a time as the assets are substantially ready for their intended use or sale. All other
borrowing costs are recognised in income in the period in which they are incurred.

Borrowings

Bank loans are recorded at an amount equal to the net proceeds received. Interest expense is recognised
on an accrual basis. Ancillary costs incurred in connection with the arrangement of borrowings are
deferred and amortised over the period of the borrowing.
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RCG Corporation Limited and its controlled entities

Notes to the Financial Statements
forming part of the financial statements for the financial year ended 1 July 2007

Rounding of amounts
The Company is a company of the kind referred to in ASIC, class order 98/100, dated 10 July 1998, and in
accordance with that class order amounts in the directors’ report and in the financial report are rounded off

to the nearest thousand dollars, or in certain cases, to the nearest dollar.

Comparative figures

When required by accounting standards comparative figures have been adjusted to confirm to changes in

presentation for the current financial year.

Critical accounting estimates and judgements

The directors evaluate estimates and judgements incorporated into the financial report based on historical
knowledge and best available current information. Estimates assume a reasonable expectation of future
events and are based on current trends and economic data, obtained both externally and within the group.

Key Estimates — Impairment

The group assesses impairment at each reporting date by evaluating conditions specific to the group that
may lead to impairment of assets. Where an impairment trigger exists, the recoverable amount of the asset
is determined. Value-in-use calculations performed in assessing recoverable amounts incorporate a

number of key estimates.

Adoption of new and revised accounting standards

As at the date of this report there are a number of new accounting standards and Interpretations that have

been issued but are not yet effective as detailed below:

AASB 7 'Financial Instruments: Disclosures' and
consequential amendments to other accounting
standards resulting from its issue

Effective for annual reporting periods beginning on
or after 1 January 2007

AASB 8 'Operating Segments' and consequential
amendments to other accounting standards
resulting from its issue

Effective for annual reporting periods beginning on
or after 1 January 2009

AASB 101 'Presentation of Financial Statements'
- revised standard

Effective for annual reporting periods beginning on
or after 1 January 2007

Interpretation 10 'Interim Financial Reporting
and Impairment'

Effective for annual reporting periods beginning on
or after 1 November 2006

Interpretation 11 'Group and Treasury Share
Transactions' and consequential amendments to
other accounting standards resulting from its issue

Effective for annual reporting periods beginning on
or after 1 March 2007

Interpretation 12 'Service Concession
Arrangements' and consequential amendments to
other accounting standards resulting from its issue

Effective for annual reporting periods beginning on
or after 1 January 2008

The directors anticipate that the adoption of these Standards and Interpretations in future periods will have
no material financial impact on the financial statements of the consolidated entity. The circumstances
addressed by Interpretation 10, which prohibits the reversal of certain impairment losses, do not affect the
consolidated entity’s previously reported results and accordingly, there will be no impact to these financial

statements on adoption of the Interpretation.
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RCG Corporation Limited and its controlled entities

Notes to the Financial Statements
forming part of the financial statements for the financial year ended 1 July 2007

The application of AASB 101 (revised), AASB 7 and AASB 2005-10 will not affect any of the amounts
recognised in the financial statements, but will change the disclosure presently made in relation to the
consolidated entity’s financial statements and the objectives, policies and processes for managing capital.

These Standards and Interpretations will be first applied in the financial report of the consolidated entity
that relates to the annual reporting period beginning after the effective date of each pronouncement.

Consolidated The Company
2007 2006 2007 2006
$'000 $'000 $'000 $'000
2. Revenue
Sale of goods 10,391 9,604 - -
Royalties and other franchise related income 7,651 6,371 - -
Profit from sale of operations to franchisees 26 355 - -
Interest received
wholly owned subsidiaries - - - 24
Other persons 79 49 63
Other revenue 793 1,118 43 13
Total Revenue 18,940 17,497 106 37
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RCG Corporation Limited and its controlled entities

Notes to the Financial Statements
forming part of the financial statements for the financial year ended 1 July 2007

Consolidated The Company
2007 2006 2007 2006
$'000 $'000 $'000 $'000
3. Profit/(loss) for the year:
(a) Expenses
Depreciation and amortisation expense
Property, plant and equipment 113 237 7 4
Depreciation of leased assets 128 26 -
Others - 9 - 9
241 272 7 13
Impairment of intangible assets
Goodwill - 8,404 - -
Trademarks 5,278 10,324 - -
5,278 18,728 - -
Impairment in investment in subsidiaries - - 4,527 17,980

Impairment of tangible assets
Property, plant and equipment 131 - - -

Impairment of assets tangible denotes a write down based on an assessment of the realisable value of
tangible assets in the Athletes Foot.

External Finance costs

Interest on finance leases 29 30 - -
Interest on bank borrowings 343 457 343 457
372 487 343 457

Rental expense relating to operating leases

Minimum lease payments 1,623 2,101 - -
Obsolescence of inventory 488 125 - -
Doubtful debts - trade receivables 36 77 - -
Advertising and promotion expenses 78 265 - -
Net loss on disposal of plant and equipment - 196 - -
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RCG Corporation Limited and its controlled entities

Notes to the Financial Statements
forming part of the financial statements for the financial year ended 1 July 2007

Consolidated The Company
2007 2006 2007 2006
$'000 $'000 $'000 $'000
4. Income Tax
Major components of income tax benefit
Current income tax expense (benefit) - - - -
Deferred income tax expense (benefit) 117 (787) (29) 208
Overprovision in respect of prior years (150) (266) - (852)
(33) (1,053) (29) (644)
(a) Reconciliation between income tax
expense/(benefit) and prima facie tax on accounting
profit/(loss)
Prima facie income tax payable on profit/(loss)
before income tax at 30% (2006: 30%) (2,548) (6,335) (3,231) (7,927)
Add/ (less) income tax effect of:
Other members of the income tax consolidated - - 721 770
group net of intercompany transactions
Allowable items (199) (179) (77) -
Non-deductible impairment writedown 1,583 2,521 - -
Writedown to recoverable amounts 1,101 3,097 2,378 7,256
Over provision from previous year (150) (266) - (852)
Losses not tax effected 180 109 180 109
Income tax expense/ (benefit) attributable to entity (33) (1,053) (29) (644)
% % % %
Weighted Average Tax Rate (0.4) (5.0) (0.3) (2.4)

Applicable Tax rate
The applicable tax rate is the national tax rate in
Australia of 30%
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RCG Corporation Limited and its controlled entities

Notes to the Financial Statements
forming part of the financial statements for the financial year ended 1 July 2007

Consolidated The Company
2007 2006 2007 2006
$'000 $'000 $'000 $'000
(b) Deferred tax asset comprises:
Analysis of deferred tax assets:
Provision for doubtful accounts 75 67 - -
Provision for shrinkage & stock obsolescence 22 105 - -
Employee entitiements 254 385 54 37
Other Provisions 62 52 15 15
Accruals 381 380 (56) (68)
Lease Liability 337 525 - -
Difference in accounting and tax depreciation 106 186 - -
Listing expenses 296 295 295 295
Landlord and Supplier contribution 135 107 - -
Others - - - -
1,668 2,102 308 279
Analysis of deferred tax liabilities
WDV of Leased Assets 396 707 - -
Establishment Cost 18 24 - -
Borrowing Cost - - - -
414 731 - -
Net Deferred Tax Asset 1,254 1,371 308 279

The movement in above analysis in deferred tax assets and liablities for each temporary difference during
the year is debited / credited to the income statement

Deferred tax assets not brought to account, the
benefits of which will only be realised if the conditions
for deductibility set out in Note 1 occur

tax losses:

operating losses 180 109 180 109

capital losses 7,201 5,618 8,614 7,256

7,381 5,727 8,794 7,365

5. Cash and Cash Equivalents

Cash on hand 5 36 - -
Cash in bank 2,430 - 157 -
2,435 36 157 -

Refer note 28 for further details
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RCG Corporation Limited and its controlled entities
Notes to the Financial Statements
forming part of the financial statements for the financial year ended 1 July 2007

Consolidated

The Company

2007 2006 2007 2006
$'000 $'000 $'000 $'000
6. Trade and Other Receivables
CURRENT
Trade receivables 1,221 1,577 218 7
Provision for doubtful debts (200) (224) - -
Tax receivable 361 249 286 251
1,382 1,602 504 258
Amounts receivable from:
- wholly owned subsidiaries - - 3,400 10,386
Doubtful debts written off @ - - (3,400) (6,206)
- - - 4,180
1,382 1,602 504 4,438

(a) An intercompany balance with King of Knives amounting to $2,065,665 was written off during year in
contemplation of the sale of the business. An amount of $286,809 (2006: $6,205,542) owing by
Amazing Paints was written off during the year.

7. Inventories

CURRENT
Finished goods - at cost 1,341 9,842 - -
Raw materials - at cost - 308 - -
1,341 10,150 - -
Less: Provision for obsolescence (72) (154) - -
1,269 9,996 - -

8. Other Current Assets

Security deposits 23 24 - -
Prepayments 108 92 76 36
Others 217 136 - 18
348 252 76 54
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RCG Corporation Limited and its controlled entities

Notes to the Financial Statements
forming part of the financial statements for the financial year ended 1 July 2007

Consolidated The Company
2007 2006 2007 2006
$'000 $'000 $'000 $'000

9. Financial Assets
Classified as available for sale
Unlisted Investment - at cost
Shares in controlled entities
Investment in The Athlete's Foot - - 10,642 10,642
Impairment of investment - - - -
- - 10,642 10,642

Investment in King of Knives - - 9,000 16,346
Impairment of investment - - (4,527) (7,346)
- - 4,473 9,000
Investment in Amazing Paints - - - 10,635
Impairment of investment - - - (10,635)
- - 15,115 19,642

The Cash Generating Unit (CGU) of RCG Corporation Limited is The Athlete's Foot. On 5 August 2007, the
company entered into an agreement to sell its King of Knives business, subject to shareholder approval. The
value of the investment in King of Knives has been written down to reflect the recoverable amount arising from
the sale of the business. (refer to note 31(b) for additional details).

Amazing Paints was placed into voluntary administration during the current year. The investment in Amazing
Paints had been fully impaired in the previous financial year.

The valuation of the CGU was based on a discounted value of projected earnings over a 10 year time frame,
which is considered acceptable considering the growth and expansion plans of the business. Other
assumptions used for the valuation are as follows:

Annual growth rate 5%
Economic growth rate 2.5%
Discount rate 12%

Companies must assess at each reporting date whether there is any indication that the asset may be impaired
and, if so, perform an impairment test. The impairment testing carried out on 1 July 2007 does not indicate any
reasons for impairment of assets.
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The ultimate parent entity is RCG Corporation Limited.

Subsidiaries of RCG Corporation Limited are categorised by

business segments Ownership Interest
2007 2006
The Athlete's Foot
The Athlete's Foot Australia Pty Limited 100% 100%
TAF Constructions Pty Limited 100% 100%
King of Knives
King of Knives Pty Limited 100% 100%
King of Knives Limited 100% 100%
King of Knives Franchising Pty Limited 100% 100%
The Outback Unit Trust 100% 100%
Amazing Paints ¥
Amazing Paints Discounts Pty Limited - 100%
Robertson & Co Pty Limited - 100%
Barrojest Pty Limited - 100%
Toveken Pty Limited - 100%
Monto Pty Limited - 100%
Aymtold Pty Limited - 100%
Brynex Pty Limited - 100%
Heritage Paints Pty Limited - 100%
Other
HMC Imports Pty Limited 100% -

(a) Except for King of Knives Limited and The Outback Unit Trust, which were incorporated in New Zealand, all othe!
entities were incorporated in Australia. All controlled entities were acquired during the 2004-05 financial year.

(b) On 5 August 2007, the company entered into an agreement to sell its King of Knives business, subject to
shareholder approval (refer note 31(b)).

(c) The Amazing Paints Group companies were placed into Voluntary Administration on 20 October 2006.
(refer note 31(a)).

(d) HMC Imports Pty Limited was incorporated on 16 May 2007.
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Consolidated The Company
2007 2006 2007 2006
$'000 $'000 $'000 $'000
10. Property, Plant and Equipment
Property - at cost - 1,866 - -
Less: Accumulated depreciation - (12) - -
- 1,854 - -
Plant and equipment - at cost 2,452 9,345 42 40
Less: Accumulated depreciation (1,660) (5,726) (12) (5)
792 3,619 30 35
Less: Impairment of assets @ (131) - - -
661 3,619 30 35
Plant and equipment under finance lease - at cost 157 2,846 - -
Less: Accumulated depreciation (47) (488) - -
110 2,358 - -
Assets under construction 11 137 - -
782 7,968 30 35

(a) Impairment of assets denotes a write down based on an assessment of the realisable value of tangible
assets in The Athletes Foot.

Movements in carrying amounts
Property, plant and equipment - at cost

At cost
Balance at beginning of period 11,211 11,656 40 14
Assets from discontinued operations (8,999) - - -
Balance at beginning of period from continuing
operations 2,212 11,656 40 14
Additions 358 657 2 26
Disposals (118) (1,102) - -
Balance at end of period 2,452 11,211 42 40
Accumulated depreciation
Balance at beginning of period 5,738 5,479 5 1
Accumulated depreciation from discontinued
operations (4,253) - - -
Balance at beginning of period from continuing
operations 1,485 5,479 5 1
Depreciation expense 218 824 7 5
Impairment of tangible assets 131 -
Disposals (43) (565) - (1)
Balance at end of period 1,791 5,738 12
661 5,473 30 35
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Consolidated The Company
2007 2006 2007 2006
$'000 $'000 $'000 $'000
Plant and equipment under finance lease
At cost
Balance at beginning of period 2,846 1,395 - -
Assets from discontinued operations (2,567)
Balance at beginning of period from continuing
operations 279 1,395 - -
Additions - 1,475 - -
Disposals (122) (24) - -
Balance at end of period 157 2,846 - -
Accumulated depreciation
Balance at beginning of period 488 106 - -
Accumulated depreciation from discontinued
operations (441)
Balance at beginning of period from continuing
operations 47 106 - -
Depreciation expense 23 382 - -
Disposals (23) - - -
Balance at end of period 47 488 - -
110 2,358 - -
Assets under construction 11 137 - -
Net book value 782 7,968 30 35
11. Intangibles
Trademark
Trademarks at cost
Trademark - The Athlete's Foot 3,466 3,466 - -
Accumulated impairment write-down - - - -
3,466 3,466 - -
Trademark - King of Knives 9,655 9,655 - -
Accumulated impairment write-down (9,655) (4,377) - -
- 5,278 - -
Trademark - Amazing Paints 5,947 5,947 - -
Accumulated impairment write-down (5,947) (5,947) - -
3,466 8,744 - -
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Consolidated The Company
2007 2006 2007 2006
11. Intangibles (continued) $'000 $'000 $'000 $'000
Goodwill
Purchased goodwill - at cost 94 113 - -

Goodwill on consolidation
Goodwill - The Athlete's Foot 6,101 6,101 - -
Accumulated impairment write-down - -
6,101 6,101 - -

Goodwill - King of Knives 2,330 2,330 - -

Accumulated impairment write-down (2,330) (2,330) - -

Goodwill - Amazing Paints 6,074 6,074 - -

Accumulated impairment write-down (6,074) (6,074) - -

6,195 6,214 - -

Total Intangibles 9,661 14,958 - -
Movements in intangibles

2007 2007 2006 2006

Goodwill Trademarks Goodwill Trademarks

$'000 $'000 $'000 $'000

Balance at the beginning of the year 6,214 8,744 14,618 19,068

Additions - - - -

Disposals (19) - - -

Impairment losses - (5,278) (8,404) (10,324)

Balance at the end of the year 6,195 3,466 6,214 8,744

The Cash Generating Unit (CGU) of RCG Corporation Limited is The Athlete's Foot. On 5 August 2007, the
company entered into an agreement to sell its King of Knives business, subject to shareholder approval. The
value of the investment in King of Knives has been written down to reflect the recoverable amount arising from
the sale of the business. (refer to note 31(b) for additional details).

Amazing Paints was placed into voluntary administration during the current year. The investment in Amazing
Paints had been fully impaired in the previous financial year.

The valuation of the CGU was based on a discounted value of projected earnings over a 10 year time frame,
which is considered acceptable considering the growth and expansion plans of the business. Other
assumptions used for the valuation are as follows:

Annual growth rate 5%
Economic growth rate 2.5%
Discount rate 12%
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AASB 136 states that an impairment test must be performed annually for goodwill and other indefinite life
intangible assets. Further, companies must also assess at each reporting date whether there is any indication
that the asset may be impaired and, if so, perform an impairment test. The impairment test carried out at 1 July
2007 does not indicate any reason for impairment of the remaining intangible assets. The Company considers
that its investment in The Athlete's Foot has an indefinite useful life because it foresees no impediment to its
ability to continue to own and operate the business for the foreseeable future.

Consolidated The Company
2007 2006 2007 2006
$'000 $'000 $'000 $'000
12. Deferred Tax Assets
Future tax benefit (refer note 4 (b)) 1,254 1,371 308 279
13. Other Non-current Assets
Capitalised borrowing and establishment costs - 311 19 19
Accumulated amortisation - (229) (19) (19)
- 82 - -
14. Trade and Other Payables
UNSECURED LIABILITIES
Current
Trade creditors 833 4,427 108 78
Other creditors and accruals 3,463 3,314 1,202 497
Amounts payabile to:
- wholly owned subsidiaries - - 5,974 2,586
4,296 7,741 7,284 3,161
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Consolidated The Company
2007 2006 2007 2006
$'000 $'000 $'000 $'000
15. Borrowings
Secured, at amortised cost
Current
Bank bill facility @ 400 2,350 400 2,350
Hire purchase - 164 - -
Finance lease ¥ 37 508 - -
Bank overdraft - 1,893 - 3,392
437 4,915 400 5,742
Non-current
Bank bill facility @ 1,000 1,400 1,000 1,400
Hire purchase - 296 - -
Finance lease ¥ 73 1,243 - -
1,073 2,939 1,000 1,400
Total Current and non-current secured liabilities 1,510 7,854 1,400 7,142

a) The company has a bank bill facility of $1,400,000 secured by a fixed and floating charge over the
company's assets which as at the end of the financial year include assets held for sale of $9.474 million.
and other group assets of $7.11 million.

b) The entity has access to a bank overdraft facility of $3,900,000 in Australia and NZ$115,000 in New Zealand.
This is secured by a fixed and floating charge of the company's assets of $16.85 million which includes
$9.474 million of assets held for sale and an interlocking joint and several guarantee from group companies.
As at the balance sheet date, the full amount of these facilities remained undrawn.

¢) Hire Purchase and Finance Leases are secured by the assets under finance.

Consolidated The Company
2007 2006 2007 2006
$'000 $'000 $'000 $'000

16. Tax Liabilities

Current

GST payable - 327 - -
Income tax - - - -
Others - (18) - -
- 309 - -
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17.

18.

Consolidated
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%

The Company

2007 2006 2007 2006
$'000 $'000 $'000 $'000
Provisions
Current
Employee benefits 156 353 14 -
Non-current
Employee benefits 35 153 17 31
Aggregate employee benefits provision 191 506 31 31
No. No. No. No.
Number of full time equivalent employees at year end 123 356 27 19
Long Service Leave Movement
Balance at beginning of period 506 545 31 -
Discontinued operations (333) - - -
Balance at the beginning of period from
continuing operations 173 545 31 -
Additional provision 65 98 18 31
Amounts used (47) (137) (18) -
Balance at end of period 191 506 31 31

A provision has been recognised for employee entitlements relating to long service leave. The calculation
of the present value of future cash flows in respect of long service leave is based on historical data. The
measurement and recognition criteria relating to employee benefits have been included in Note 1 to this

report.

Issued Capital

Balance at beginning of period
Issued during the year:

Rights Issue

Placement of shares ¥

Transaction costs relating to the issue of shares

Writeback of transaction costs relating to the issue of shares
Balance at end of period

Balance at beginning of period
Issued during the year:

Rights Issue

Placement of shares ¥

Executive Long Term Share Incentive Plan
Balance at end of period

The Company

2007 2006
$'000 $'000
39,517 39,186
2,341 -
1,800 -
(418) -

- 331
43,240 39,517

No. of Shares (Fully Paid)

('000) ('000)
87,377 84,217
26,013 -
18,611 -

(490) 3,160

131,511 87,377
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(a) Ordinary shares participate in dividends and the proceeds on winding up of the parent entity in
proportion to the number of shares held.

At the shareholders meetings each ordinary share is entitled to one vote when a poll is called,
otherwise each shareholder has one vote on a show of hands.

(b) The Company issued 26,013,145 shares at 0.09 cents through a Rights Issue on 30 March 2007.

(c) The Company issued 14,444,444 shares on 12 January 2007 at 0.09 cents and 4,166,666 on 1 May
2007 at 0.12 cents with Directors.

(d) 490,000 shares under the Executive Long Term Share Incentive Plan were cancelled during the year

due to the resignation of the employees to whom they were issued. (refer note 24 for details)

19. Reserves

Foreign Currency Translation Reserve

The foreign currency translation reserve records exchange differences arising on translation of a
foreign controlled subsidiary.

Share Reserve
The share reserve records items recognised as expenses on valuation of employee share options.

Consolidated The Company
2007 2006 2007 2006
$'000 $'000 $'000 $'000
20. Dividends
Dividends paid or declared by the Company - - - -
Dividend Franking Account
The amount of franking credits available for the
subsequent financial year are: 5,354 5,106 5,354 5,106
5,354 5,106 5,354 5,106
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Consolidated The Company
2007 2006 2007 2006
$ $ $ $
21. Auditors' Remuneration
Amount received or due and receivable by the
auditors of the parent entity
PKF
Audit and review of the financial reports 155,100 140,525 - -
Tax compliance services 40,788 49,676 49,676 49,676
Accounting advice 9,350 1,975 - -
205,238 192,176 49,676 49,676
Haines Norton (previous auditors of the parent entity)
Audit and review of the financial reports 17,600 - - -
Accounting advice - 16,652 - -
17,600 16,652 - -
222,838 208,828 49,676 49,676

Consolidated

2007 2006
$'000 $'000
22. Earnings Per Share
Earnings used for calculation of basic earnings per share
From continuing operations 1,936 1,351
From discontinued operations (10,397) (21,413)
Total basic earnings per share (8,461) (20,063)

Number of shares
'000 '000

Weighted average number of shares used in the calculation of basic
earnings per share 101,630 86,174

Cents per share
Basic earnings per share

From continuing operations 1.90 1.57
From discontinued operations (10.23) (24.86)
Total basic earnings per share (8.33) (23.29)

Diluted earnings per share have not been calculated because the company made a loss for the year.
The company issued 53,055,554 options during the year and 1,200,000 options on issue at the beginning
of the year lapsed. The company currently has 53,055,054 options on issue.
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Consolidated The Company
2007 2006 2007 2006
$'000 $'000 $'000 $'000
23. Employee Benefits
Aggregate Employee Benefits, Including On-costs
Provision for employee benefits
- Current 156 353 14 24
- Non-current 35 153 17 7
Accruals for wages, salaries and bonuses included in 404 508 25 34
"other payables"
595 1,014 56 65
Number of Employees No. No. No. No.
Number of full-time equivalent employees at balance 123 356 27 19

sheet date

24. Share Options

Share-based payments: Employee and Director Option plans

The Group operates an ownership-based compensation scheme for directors, executives and other senior
employees of the Group. Share options have been issued to non-executive directors under the Director Option
Plan and to executives and senior employees under the Employee Option Plan (collectively the Option Plans),
both of which were approved by the shareholders at the extraordinary general meeting of 19" December 2006.

All options issued under the Option Plans convert into one ordinary share of RCG Corporation Limited on
exercise. All options issued thus far under the Option Plans have an exercise price $0.12. In addition an option
fee is payable for all options issued thus far under the Option Plans. The option fees vary depending on the
date on which the options were issued, but have all been calculated with reference to the Volume Weighted
Average Price of RCG’s shares on the ASX for the seven days leading up to the date on which the options
were issued.

Options issued to former CEO Robert Estcourt were issued under a different plan. Mr Estcourt left the Group’s

employ in July 2006 and all his options lapsed at that time, rendering the plan under which those options were
issued defunct.

The following series’ of options were issued under the Option Plans during the current reporting period:

Number of Exercise Fair Value at
Option Series options Grant date | Expiry date Price $§ |Option Fee $| grant date $
Series 1: Director Options 4,600,000 19-Dec-06] 19-Dec-11 0.120 0.034 0.016
Series 2: Employee Options 16,000,000 19-Dec-06| 19-Dec-11 0.120 0.034 0.048
Series 3: Director Options 2,300,000 30-Apr-07| 30-Apr-12 0.120 0.034 0.016
Series 4: Employee Options 2,000,000 30-Apr-07| 30-Apr-12 0.120 0.049 0.055
Series 5: Employee Options 3,600,000 17-Apr-07 17-Apr-12 0.120 0.052 0.064

The weighted average fair value of the share options granted during the financial year is $0.043. Director
Options were valued using a combination of Monte Carlo Simulation and the Binomial Option Pricing Model.
Employee Options were valued using the Black-Scholes Option Pricing Model. Where relevant, the expected
life of the options was calculated as the mid point between the vesting date of the options and the expiry of the
options. Because there are insufficient data points to directly measure RCG’s share price volatility, where
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relevant the expected volatility is based on the adjusted average volatility for a basket of small and mid-cap
retail stocks.

The following variables were used to calculate the fair value of the Options

Inputs into the Model Series 1 Series 2 Series 3 Series 4 Series 5
Spot price at grant date 0.14 0.14 0.14 0.18 0.175
Exercise price 0.154 0.154 0.154 0.1688 0.172
Expected volatility 40% 40% 40% 30% 30%
Option life Various Various Various Various Various
Dividend yield - - - - -
Risk free rate 6.17% 6.09% 6.17% 6.10% 6.10%

Placement Options

As part of the recapitalisation plan of Group approved by the shareholders at the extraordinary general meeting
of 19" December 20086, entities associated with four of the directors subscribed for 14.4m new shares in the
company. Each of the relevant subscribers received 1.7 Placement Options for each share subscribed,
resulting in a total of 26.6m Placement Options being issued. Each Placement Option confers the right to
acquire one share in the company for $0.12c. There is no option fee payable for the Placement Options.
Unexercised Placement Options will lapse five years after the grant date. To the date of this report, none of the
Placement Options have been exercised.

Option Movements

2007 2006
Description No. No.
On issue at the beginning of the financial year 1,200,000 1,200,000
Exercised during the financial year - -
Lapsed during the year (1,200,000) -
Issued during the financial year 53,055,554 -
On issue at the end of the financial year 53,055,554 | 1,200,000
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Consolidated The Company
2007 2006 2007 2006
$'000 $'000 $'000 $'000
25. Commitments
a. Capital Expenditure Commitments
Estimated capital expenditure contracted for at
reporting date, but not provided for in the financial
statements and payable pertaining to plant and
equipment expenditure
- not later than one year 290 1,227 - -
b. Operating Lease Commitments
Future operating lease rentals (minimum lease
payments) of premises, plant and equipment not
provided for in the financial statements and payable
under non-cancellable operating leases.
- not later than one year 1,520 6,595 - -
- later than one year but not later than five years 3,621 15,220 - -
- later than five years 96 - - -
5,237 21,815 - -

Operating lease commitments predominantly relate to stores being leased. Operating lease commitments for the
current year excludes lease commitments for King of Knives stores which amount to $12.20 million in aggregate

c. Finance Lease Commitments
Finance lease rentals are payable as follows:

- not later than one year 45 812 - -

- later than one year but not later than five years 88 1,758 - -

- later than five years - - - -
Minimum finance lease payments 133 2,570 - -
Deduct future finance charges (23) (359) - -
110 2,211 - -

Finance leases predominantly relate to leasehold improvements. Finance lease commitments for the current
year excludes finance lease commitments for King of Knives which amount to $1.01 million in aggregate.
Finance leases on plant and equipment are generally over a 4 year period.

Disclosed as follows:

Current (Note 15) 37 672 - -
Non-current (Note 15) 73 1,539 - -
110 2,211 - -
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26. Related Party Disclosures

a. Parent entity
The parent entity and ultimate parent entity of the group is RCG Corporation Limited.

b. Subsidiaries
Subsidiaries are detailed in Note 9 to the financial statements.

c. Key management personnel

Remuneration of Key Management Personnel

The following table sets out the details of the remuneration of Key Management Personnel of the company:

. Post-employment Share
2007 Short-term benefits . based
benefits
payment
Cash, salary Cash Other Super- Retirement Issue of
and fees Bonus Monet'flry annuation | Benefits Sha.resl Total
Benefits Options
Key Management Person $ $ $ $ $ $ $

lvan Hammerschlag @) 39,900 - - 3,591 - 37,605 81,096
David Gordon ® 33,250 - - 2,992 - 37,605 73,847
Michael Cooper 251,135 30,000 14,820 25,302 - 101,367 422,624
Michael Hirschowitz 243,167 30,000 14,820 24,585 - 101,367 413,939
Hilton Brett © 22,158 - - 1,994 - 61,893 86,045
Julia King @ 270,071 - - 9,681 - - 279,752
Robert Estcourt © 117,319 - - 2,458 - - 119,777
Michael Hale © 845 - - - - - 845
William Bartlett © 18,472 - - 1,663 - - 20,135
Peter Thomas ™ 6,210 - - 175 - - 6,385
Suresh Kumar 135,180 - 14,820 12,166 - 2,284 164,450
Howard Knapp 110,825 - 10,000 9,974 - 1,142 131,941
Total 1,248,532 60,000 54,460 94,581 -| 343,263 | 1,800,836

(a) Ivan Hammerschlag was appointed on 19 October 2006

(b) David Gordon was appointed on 19 October 2006

(c) Hilton Brett was appointed on 19 December 2006

(d) Julia King resigned on 19 October 2006

(e) Robert Estcourt left the employment of the company on 10 July 2006

(f) Michael Hale resigned on 7 July 2006

(g) William Bartlett resigned on 19 October 2006

(h) Peter Thomas was appointed on 15 September 2006 and resigned on 19 October 2006
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. Post-employment Share
2006 Short-term benefits ) based
benefits
payment
Cash, salary Cash Other Superannua| Retirement Issue of
and fees Bonus Monetary tion Benefits Shares Total
Benefits (LTI
Key Management Person $ $ $ $ $ $ $

Julia King @ 105,857 - - 9,527 - - 115,384
Eric Melman ® 29,615 - - 2,665 - - 32,280
Robert Estcourt 157,692 - - 14,192 - 20,900 192,784
William Bartlett 41,284 - - 3,716 - - 45,000
Michael Hale 51,250 - - - - - 51,250
Michael Cooper 209,488 30,000 14,820 18,854 - 19,000 292,162
Michael Hirschowitz 211,201 30,000 15,029 21,708 - 19,000 296,938
Chris Zournazidis © 103,333 - - 9,300 - 9,500 122,133
Maurice Joffee @ 146,911 - 5173 20,461 - - 172,545
Suresh Kumar 134,703 10,000 14,820 12,123 - 9,500 181,146
Mike Sayers © 5,081 - - 457 - - 5,538
Howard Knapp 110,826 - 10,000 9,974 - 5,700 136,500
Total 1,307,241 70,000 59,842 122,977 - 83,600 | 1,643,660

(a) Julia King commenced her employment on 3 January 2006
(b) Eric Melman resigned on 3 January 2006.

(c) Chris Zournazidis was employed until 24 February 2006.
(d) Maurice Joffee was employed until 31 January 2006.

(e) Mike Sayers commenced his employment on 5 June 2006.

Shares held by Key Management Personnel

The number of shares in which the key management personnel of the company held a relevant interest on 1
July 2007, are set out in the following table.

Openin Closin

Key Management Person B':a)lamc(f;l Net Change Balanc?e

Ivan Hammerschlag © -| 7,142,857 7,142,857
David Gordon ® -| 7,142,856 7,142,856
Michael Cooper 2,919,098 | 2,976,883 5,895,981
Michael Hirschowitz 2,919,098 | 2,976,883 5,895,981
Hilton Brett © -| 4,166,666 4,166,666
Julia King @ 250,000 - 250,000
Robert Estcourt © 747,848 - 747,848
Michael Hale © 200,000 - 200,000
William Bartlett ©© 291,189 - 291,189
Peter Thomas ™ - - -
Suresh Kumar 266,000 76,000 342,000
Howard Knapp 150,000 42,857 192,857
Total 7,743,233 | 24,525,002 32,268,235

Closing balances for key management personnel who left the company’s employ during the financial year are
those at the date of their termination. All other balances are at 1 July 2007.

(a) lvan Hammerschlag was appointed on 19 October 2006
(b) David Gordon was appointed on 19 October 2006

(c) Hilton Brett was appointed on 19 December 2006

(d) Julia King resigned on 19 October 2006
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(e) Robert Estcourt left the employment of the company on 10 July 2006

(f) Michael Hale resigned on 7 July 2006

(g) William Bartlett resigned on 19 October 2006

(h) Peter Thomas was appointed on 15 September 2006 and resigned on 19 October 2006

Options held by Key Management Personnel

Corporation Ltd

The number of options in which the key management personnel of the company held a relevant interest on 1
July 2007, are set out in the following table.

Number of Options Number of Options
Exercise
Vesting Date No. Exercise
Name Issue date of years i Outstanding Vested
date K Price $
from issue
date
2007 2006 2007 2006

Ivan Hammerschlag |12/01/2007|12/01/2007] 5 years 0.120 | 9,444,445 -| 9,444,445 -
Ilvan Hammerschlag |19/12/2006|19/12/2006] 5 years 0.154 | 2,300,000 -| 2,300,000
David Gordon 12/01/2007112/01/2007| 5 years 0.120 | 9,444,445 -| 9,444,445 -
David Gordon 19/12/2006|19/12/2006] 5 years 0.154 | 2,300,000 -1 2,300,000 -
Hilton Brett 30/04/2007]30/04/2007| 5 years 0.154 | 2,300,000 -1 2,300,000 -
Hilton Brett 30/04/2007131/01/2008] 5 years 0.169 | 2,000,000 - - -
Michael Cooper 12/01/2007112/01/2007| 5 years 0.120 | 2,833,332 -1 2,833,332 -
Michael Cooper 19/12/2006|19/12/2007] 5 years 0.154 | 2,000,000 - - -
Michael Cooper 19/12/2006119/12/2008| 5 years 0.154 | 2,000,000 - - -
Michael Cooper 19/12/2006|19/12/2009] 5 years 0.154 | 2,000,000 - - -
Michael Cooper 19/12/2006]19/12/2010| 5 years 0.154 | 2,000,000 - - -
Michael Hirschowitz  |12/01/2007|12/01/2007| 5 years 0.120 | 2,833,332 -] 2,833,332 -
Michael Hirschowitz | 19/12/2006]19/12/2007| 5 years 0.154 | 2,000,000 - - -
Michael Hirschowitz | 19/12/2006]|19/12/2008| 5 years 0.154 | 2,000,000 - - -
Michael Hirschowitz | 19/12/2006]19/12/2009| 5 years 0.154 | 2,000,000 - - -
Michael Hirschowitz | 19/12/2006]|19/12/2010| 5 years 0.154 | 2,000,000 - - -
Suresh Kumar 30/06/2007]30/07/2008| 5 years 0.172 100,000 - - -
Suresh Kumar 30/06/2007130/07/2009] 5 years 0.172 100,000 - - -
Suresh Kumar 30/06/2007]30/07/2010| 5 years 0.172 100,000 - - -
Suresh Kumar 30/06/2007130/07/2011] 5 years 0.172 100,000 - - -
Howard Knapp 30/06/2007]30/07/2008| 5 years 0.172 50,000 - - -
Howard Knapp 30/06/2007]30/07/2009| 5 years 0.172 50,000 - - -
Howard Knapp 30/06/2007]30/07/2010| 5 years 0.172 50,000 - - -
Howard Knapp 30/06/2007]30/07/2011| 5 years 0.172 50,000 - - -
Robert Estcourt 07/07/2004| Various Various | Various -| 1,200,000 - 500,000

50,055,554 | 1,200,000 | 31,455,554 500,000

(a) Robert Estcourt left the company's employment on 10 July 2006 and all his outstanding and vested

options lapsed.

(b) The aggregate number of outstanding options is 53,055,554 options, including the 50,055,554 above. The
total amount receivable by the company should all the options be exercised is $6.91 million.

(c) Additional disclosures relating to key management personnel are set out in the remuneration report
contained in the Director’s report.
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d. Transactions with related parties
The following transactions occurred with related parties:

Consolidated The Company

2007 2006 2007 2006

$ $ $ $
Shared Services charged back to the subsidiaries - - 1,122,710 606,640
Services supplied by related parties © 28,574 - 28,574 -
28,574 - 1,151,284 606,640

(a) Lexicon Partners Pty Limited, a company associated with David Gordon, Non-Executive Director,
provided consultancy services to the company during the year. These services were provided on arms
length basis.

e. Loans to related parties
The following loan transactions occurred with related parties:

Consolidated The Company
2007 2006 2007 2006
$ $ $ $
Loans to subsidiaries
Beginning of the year - - 4,180,413 7,162,537
Loans advanced - - 1,046,850 5,061,609
Loan repayment received - - (1,827,938) (1,838,191)
Loans written off in income statement @ - - (3,399,324) (6,205,542)
Interest charged - - - 24,000
Interest received - - - (24,000)
End of year - - - 4,180,413

(a) Intercompany loans of $3,112,516 to King of Knives and $ 286,809 to Amazing Paints made by the parent
entity were written off during the financial year.

Loans from subsidiaries

Beginning of the year - - (2,585,624) 633,571
Loans advanced - - - -
Loan received from subsidiaries - - (3,388,804) (3,219,195)

Interest charged - - - -
Interest received - - - R
End of year - - (5,974,428) (2,585,624)

Loans to/from subsidiaries are not on commercial terms and normally do not attract interest.
Outstanding balances on this account are unsecured and repayable in cash.
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forming part of the financial statements for the financial year ended 1 July 2007

Consolidated The Company
2007 2006 2007 2006
$'000 $'000 $'000 $'000
27. Cash Flow Information
(a) Reconciliation of cash at the end of the financial year
Cash at the end of the financial year as shown
in the cash flow statement is reconciled to
items in the balance sheet as follows:
Cash and cash equivalents (refer note 5) 2,435 36 157 -
Bank overdrafts (refer note 15) - (1,893) - (3,392)
Cash in discontinued operation held for sale
(refer note 31) 1,250 - - -
Cash at the end of the financial year 3,685 (1,857) 157 (3,392)
(b) Reconciliation of cash flow from operations with
Profit/(Loss) after income tax
Profit/(Loss) after income tax (8,461) (20,063) (10,741) (26,422)
Non-cash flows in profit/(loss)
Depreciation and amortisation 241 1,224 7 4
Depreciation of assets from discontinued
operations 884 - -
Impairment writedowns 5,278 18,728 4,527 17,980
Writeoff of intercompany balances - - 3,400 6,202
Loss on disposal of assets from discontinued
operations 3,262 - - -
Changes in assets and liabilities
Receivables (389) 238 (236) -
Inventories 217 232 - -
Prepayments and other assets - (677) - 126
Trade creditors and provisions 1,641 573 1,117 144
Tax assets and liabilities (1,143) (795) (64) 601
Changes in assets and liabilities of
discontinued operations 1,932 -
Cash provided by operating activities 3,462 (540) (1,990) (1,365)

(c) Discontinued operations

The only cash impact arising from the disposal of the discontinued operations (as detailed in note 31)
is the loss of control over $262,000 in Amazing Paints as a result of placing the business into

voluntary administration.
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forming part of the financial statements for the financial year ended 1 July 2007

28. Financial Instruments

\' Corporation Ltd

The consolidated entity does not engage in any significant transactions that are speculative in nature.

a.

Interest rate risk

The consolidated entity’s exposure to interest rate risk and the effective weighted average interest rate

for classes of financial assets and financial liabilities is set out below:

As at 1 July 2007

Financial Assets
Cash and cash equivalents
Receivables

As at 30 June 2006

Financial Assets
Cash and cash equivalents
Receivables

As at 1 July 2007
Financial Liabilities
Bank Bill faculty
Bank Overdraft
Payables
Finance Lease Liabilities

As at 30 June 2006
Financial Liabilities
Bank Bill faculty
Bank Overdraft
Payables
Finance Lease Liabilities

Credit risk exposures

Note

6.8

6,8

Note

15
15
14
15

15
15
14
15

Fixed Interest Maturing in:

Weighted Floating One One Non-

Average Interest Year or to Five Interest
Interest Rate Less Years Bearing Total
Rate $'000 $'000 $'000 $'000 $'000
6% 2,435 - - - 2,435
0% - - - 1,599 1,599
2,435 - - 1,599 4,034
0% 35 - - - 35
0% - - - 1,489 1,489
35 - - 1,489 1,524

Fixed Interest Maturing in:

Weighted Floating One More Non-

Average Interest Year or than one Interest
Interest Rate Less Year Bearing Total
Rate $'000 $'000 $'000 $'000 $'000
8.20% - 400 1,000 - 1,400
9.50% - - - - -
0% - - - 4,296 4,296
8.20% - 37 73 - 110
- 437 1,073 4,296 5,806
7.10% - 2,350 1,400 - 3,750
8.45% - 1,893 - - 1,893
0% - - - 7,741 7,741
8.20% - 672 1,539 - 2,211
- 4,915 2,939 7,741 15,595

Credit risk represents the loss that would be recognised if counter-parties failed to perform as

contracted.

The credit risk on financial assets, excluding investments, of the consolidated entity which have been
recognised on the Balance Sheet are the carrying amount, net of provisions for doubtful debts.

The consolidated entity minimises concentration of credit risk by undertaking relatively small value
transactions with a large number of customers in Australia and the majority of transactions are cash,
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cheque or credit card based. The consolidated entity is not materially exposed to any individual
customer.

c. Foreign currency exposure
The company has operations in New Zealand. These operations do not constitute a significant
proportion of the company’s total business. The company does not have any other foreign currency
exposure.

d. Net Fair Values of Financial Assets and Liabilities
The carrying amount of the consolidated entity’s identified financial assets and liabilities represents
materially their net fair value.

The maximum exposure to credit risk, excluding the value of any collateral or other security at balance
date to recognised financial assets is the carrying amount of those assets, net of any provisions for
doubtful debts as disclosed in the statement of financial position and note forming part of the financial
statements.

29. Segment Information
a. Accounting policies

Segment revenues and expenses are those directly attributable to the segments and include any joint
revenue and expenses where a reasonable basis of allocation exists. Segment assets include all
assets used by a segment and consist principally of cash, receivables, inventories, intangibles and
property, plant and equipment, net of allowances and accumulated depreciation and amortisation.
While most such assets can be directly attributed to individual segments, the carrying amount of
certain assets used jointly by two or more segments is allocated to the segments on a reasonable
basis. Segment liabilities consist principally of accounts payable, employee entitlements, accrued
expenses, provisions and borrowings. Segment assets and liabilities do not include deferred income
taxes.

b. Business Segments
The consolidated entity is organised into the following business units:
Continuing operations

The Athlete's Foot
Retailers of general sports footwear.

Discontinued operations

King of Knives
Retailers of cutting and sharpening instruments.

Amazing Paints
Manufacturers and retailers of paint and related accessories

Corporate
Provides company secretarial, legal ,financial, human resources management, investor and public
relations.

c. Geographical Segments

The consolidated entity operates in two identified geographical areas.

Australia
The home of the parent entity and its material subsidiaries.

New Zealand
The entities trade as branch operations in New Zealand.

Page 60



&
@

N

F?C‘,G\\" Corporation Ltd

RCG Corporation Limited and its controlled entities

Notes to the Financial Statements
forming part of the financial statements for the financial year ended 1 July 2007

d. Primary Reporting — Business Segments

Consolidated

Year ended 1 July 2007 KOK TAF APD RCG Entity
$'000 $'000 $'000 $'000 $'000
Continuing operations
Sales to external customers - 10,391 - - 10,391
Other revenue - 8,443 - 106 8,549
Total segment revenue - 18,834 - 106 18,940
Direct costs and overheads - (14,320) - (1,973) (16,293)
Segment profit before interest, impairment, tax,
depreciation and amortisation - 4,514 - (1,867) 2,647
Depreciation and amortisation - (234) - (7) (241)
Segment result before interest and impairment - 4,280 - (1,874) 2,406
Finance costs - (29) - (343) (372)
Segment result before impairment,
discontinued operations and income tax
expense - 4,251 - (2,217) 2,034
Impairment of tangible assets - (131) - - (131)
Profit/(Loss) before income tax expense - 4,120 - (2,217) 1,903
Income tax benefit - - - 33 33
Profit/(Loss) for the period from continuing
operations - 4,120 - (2,184) 1,936
Discontinued operations
Impairment of assets (5,278) - - - (5,278)
Loss for the year from discontinued operations (775) - (455) - (1,230)
Impairment loss on net assets held for sale (1,059) - - - (1,059)
Loss from placing discontinued operations into
voluntary administration - - (2,830) - (2,830)
Profit/(Loss) after income tax expense (7,112) 4,120 (3,285) (2,184) (8,461)
Segment assets 8,835 5,555 - 11,576 25,966
Segment liabilities 4,362 2,830 - 3,167 10,359
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The Consolidated

Year ended 30 June 2006 KOK TAF APD Company Entity
$'000 $'000 $'000 $'000 $'000
Sales to external customers 26,586 10,814 12,132 - 49,532
Other revenue 699 6,644 512 39 7,894
Total segment revenue 27,285 17,458 12,644 39 57,426
Direct costs and overheads (27,390) (14,636) (14,121) (1,805) (57,952)
Segment profit before interest, impairment, tax,
depreciation and amortisation (105) 2,822 (1,477) (1,766) (526)
Depreciation and amortisation (728) (258) (224) (14) (1,224)
Segment result before interest and impairment (833) 2,564 (1,701) (1,780) (1,750)
Finance costs (75) (30) (76) (457) (638)
Segment result before impairment (908) 2,534 (1,777) (2,237) (2,388)
Impairment of intangibles (6,707) - (12,021) - (18,728)
Profit/(Loss) before income tax (7,615) 2,534 (13,798) (2,237) (21,116)
Income tax (expense) / benefit - - - 1,053 1,053
Profit/(Loss) after income tax expense (7,615) 2,534 (13,798) (1,184) (20,063)
Segment assets 9,710 3,551 6,903 16,100 36,264
Segment liabilities 3,599 1,729 2,162 8,920 16,410
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e. Secondary Reporting — Geographical Segments

New Consolidated

Year ended 1 July 2007 Australia Zealand Entity
$'000 $'000 $'000
Continuing operations
Sales to external customers 8,482 1,909 10,391
Other revenue 8,308 241 8,549
Total segment revenue 16,790 2,150 18,940
Direct costs and overheads (14,120) (2,173) (16,293)
Segment profit before interest, impairment, tax,
depreciation and amortisation 2,670 (23) 2,647
Depreciation and amortisation (203) (38) (241)
Segment result before interest and impairment 2,467 (61) 2,406
Finance costs (372) - (372)
Segment result before impairment, discontinued
operations and income tax expense 2,095 (61) 2,034
Impairment of tangible assets (131) - (131)
Profit/(Loss) before income tax expense 1,964 (61) 1,903
Income tax benefit 33 - 33

Profit/(Loss) for the period from continuing

operations 1,997 (61) 1,936

Impairment of assets (5,278) - (5,278)
Loss for the year from discontinued operations (1,230) - (1,230)
Impairment loss on net assets held for sale (1,059) - (1,059)
Loss from placing discontinued operations into

voluntary administration (2,830) - (2,830)
Profit/(Loss) before income tax (8,400) (61) (8,461)
Segment assets 25,355 611 25,966

Segment liabilities 10,063 296 10,359
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New Consolidated

Year ended 30 June 2006 Australia Zealand Entity
$'000 $'000 $'000
Sales to external customers 45,006 4,528 49,534
Other revenue 7,920 (28) 7,892
Total segment revenue 52,926 4,500 57,426
Direct costs and overheads (53,246) (4,706) (57,952)
Segment profit before interest, impairment, tax,
depreciation and amortisation (320) (206) (526)
Depreciation and amortisation (1,075) (149) (1,224)
Segment result before interest and impairment (1,395) (355) (1,750)
Finance costs (633) (5) (638)
Segment result before impairment (2,028) (360) (2,388)
Impairment of intangibles (18,728) - (18,728)
Profit/(Loss) before income tax (20,756) (360) (21,116)
Income tax (expense) / benefit 1,053 - 1,053
Profit/(Loss) after income tax expense (19,703) (360) (20,063)
Segment assets 34,506 1,758 36,264
Segment liabilities 16,087 323 16,410

30. Subsequent events

The company entered into an agreement to sell the King of Knives group on 5 August 2007. The agreement,
which is subject to shareholder approval, is expected to complete by the end of October 2007 with settlement
deferred until 30 September 2008.

There has not been any matter of consequence, other than that referred to above, in the financial statements or
notes thereto, that have arisen in the interval between the end of the financial year and the date of this report
which significantly affected or may significantly affect the operations of the consolidated entity, the results of
those operations, or the state of affairs of the consolidated entity in subsequent financial years.
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31. Discontinued operation
a. Disposal of Amazing Paints group

On 20 October 2006, Amazing Paints Discount (APD) group consisting of the following companies was placed
into Voluntary Administration.

Amazing Paints Discounts Pty Limited
Robertson & Co Pty Limited

Barrojest Pty Limited

Toveken Pty Limited

Heritage Paints Pty Limited

Monto Pty Limited

Aymtold Pty Limited

Brynex Pty Limited

The profit/(loss) for the period from the discontinued operation is analysed as follows:
Amazing Paints Group

Period ended Year ended
20 Oct 2006 30 June 2006

$'000 $'000
Loss of APD Group for the period (455) (1,777)
Loss from placing discontinued operations into voluntary administration (2,624) -
Provision for additional expenses arising from voluntary administration (206 -
(3,285 (1,777)

The following were the results for the APD Group for the period:
Revenue 3,087 12,644
Direct costs and overheads (3,436) (14,121)
Depreciation and amortisation expense (75) (224)
Finance costs (31) (76)
Loss before income tax expense (455) (1,777)

The net assets of APD Group provided in the income statement at the date of Voluntary
Administration are as follows:

Cash and cash equivalents 262
Receivables 205
Inventories 2,959
Other current assets 36
Property, plant and equipment 3,059
Other non-current assets 151
Intangibles 18
Payables (1,248)
Interest bearing liablities (403)
Provisions (186)
Other liablities (279)
4,574
Proceeds from sale of property (1,950)
Provision for additional expenses on volunatry administration 206
Loss provided in the income statement 2,830
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31. Discontinued operation (continued)

Period ended Year ended
20 Oct 2006 30 June 2006
$'000 $'000
Cash flows from operating activities
Receipts from customers and franchisees 3,053 12,809
Payments to suppliers and employees (2,732) (12,320)
Payments for operating leases (363) (1,238)
Interest paid (10) (76)
Net cash used by operating activities (53) (826)
Cash flows from investing activities
Payment for property, plant and equipment - 114
Net cash used in investing activities - 114
Cash flows from financing activities
Lease payments (69) (309)
Loans from parent company 286 914
Net cash provided by financing activities 217 605
Net increase/(decrease) in cash held 165 (107)
Cash at beginning of the financial year 96 377
Cash at end of the financial year 261 270
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b. Disposal of King of Knives group

The company entered into an agreement to sell the King of Knives group on 5 August 2007. The
agreement, which is subject to shareholder approval, is expected to complete by the end of October
2007 with settlement deferred until 30 September 2008.

The profit/(loss) for the period from the discontinued operation is analysed as follows:
King of Knives group
Year ended  Year ended
30 June 2007 30 June 2006

$'000 $'000

Loss of King of Knives for the financial year (775) (909)
Impairment loss on assets held for sale (639) -
Provision for additional expenses on sale of operation (420 -

(1,834 (909)
The following were the results for King of Knives for the financial year:
Revenue 27,370 27,285
Direct costs and overheads (26,919) (27,390)
Depreciation and amortisation expense (661) (728)
Finance costs (105) (75)
Impairment of tangible assets 461 -
Loss before income tax expense 775 (909)
Details of Net Assets and loss on sale of King of Knives
Assets
Cash and cash equivalents 1,250 -
Receivables 216 -
Inventories 4,461 -
Other current assets 48 -
Property, plant and equipment 3,440 -
Other non-current assets 59 -
Assets classified as held for sale 9,474 -
Liabilities
Payables 3,214 -
Interest bearing liablities 1,015 -
Provisions 109 -
Other liablities 24 -
Liabilities associated with assets classified as held for sale 4,362
Net assets held for sale 5,112 -
Loss from disposal of discontnued operations
Net assets held for sale 5,112
Proceeds from sale of King of Knives (4,473) -
Impairment loss on disposal of King of Knives (639) -
Additional expenses relating to sale of King of Knives (420) -
Loss provided in the income statement (1,059) -
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31. Discontinued operation (continued)

Cash flow statement for discountinued operations

Year ended Year ended
30 June 2007 30 June 2006

$'000 $'000
Cash flows from operating activities
Receipts from customers and franchisees 27,542 27,304
Payments to suppliers and employees (21,215) (22,711)
Payments for operating leases (4,582) (4,640)
Interest paid (105) (75)
Net cash provided/(used) by operating activities 1,640 (121)
Cash flows from investing activities
Payment for property, plant and equipment (253) (1,016)
Net cash used in investing activities (253) (1,016)
Cash flows from financing activities
Lease payments (512) (435)
Loans from parent company (322) 1,187
Net cash provided/(used) by financing activities (834) 752
Net increase/(decrease) in cash held 553 (385)
Cash at beginning of the financial year 697 1,081
Cash at end of the financial year 1,250 696

32. Contingent Liabilities

a) The bank guarantees outstanding as of 1 July 2007 amounted to approximately $569,423
($583,185 in 2006)

b) The subsidiaries of the company have entered into operating lease commitments with
landlords in their capacity as head lessors for stores operated by the franchisees. However,
the franchisees have simultaneously undertaken to meet the rental commitments through
back-to-back licence agreements. In addition, some franchisees have provided bank
guarantees (generally for a maximum period of 3 months rent) and in some instances
personal guarantees to the landlords of the properties. The company and its subsidiaries
would become liable in the event of a default by any franchisee. The maximum possible
exposure would be $32.6 million (less than one year $11.1 million; between one and two
years $8.7 million; between 2 and 5 years $12.7 million and more than 5 years $0.1 million).
This would arise only in the event that all franchisees defaulted at the same time. These
figures only relate to The Athlete’s Foot subsidiaries as the King of Knives contingent
liabilities will be transferred to the purchaser.

33. Company Details

The registered office and principal place of business is:

RCG Corporation Limited
7/29, Bridge Road
Stanmore

NSW 2048

AUSTRALIA
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Directors’ Declaration

In accordance with a resolution of the board of directors of RCG Corporation Limited, we declare that:
In the opinion of the directors:

(a.) the financial statements and notes of the Company and 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 1
July 2007 and of their performance for the financial year ended on that date; and

(ii) complying with Accounting Standards, the Corporations Regulations 2001 and other
mandatory professional reporting requirements; 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.

(c.) the audited remuneration disclosures set out on pages 18 to 22 of the Director’s report comply with
Accounting Standard AASB 124 Related Party Disclosures and the Corporations Regulations 2001.

The Directors have been given the declarations by the chief executive officer and chief financial officer
required by section 295A of the Corporations Act 2001.

This declaration is made in accordance with a resolution of the directors.

\
- <%/
Ilvan Hammerschlag Michael Hirschowitz
Chairman Finance Director

Sydney, 27 August 2007
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INDEPENDENT AUDITOR’'S REPORT
To the members of RCG Corporation Limited

Report on the Financial Report and AASB 124 remuneration disclosures contained in the
directors’ report.

We have audited the accompanying financial report of RCG Corporation Limited, which comprises the
balance sheet as at 1 July 2007, the income statement, statement of changes in equity and cash flow
statement for the year ended on that date, a summary of significant accounting policies and other
explanatory notes and the directors’ declaration of the consolidated entity comprising RCG Corporation
Limited (the company) and the entities it controlled (the consolidated entity) at the year's end or from time
to time during the financial year.

We have also audited the remuneration disclosures contained in the directors’ report. As permitted by the
Corporations Regulations 2001, the company has disclosed information about remuneration of directors
and executive (‘remuneration disclosures’) required by Accounting Standard AASB 124 Related Party
Disclosures, under the heading “remuneration report” in pages 18 to 22 of the directors’ report and not in
the financial report.

Directors’ Responsibility for the Financial Report and the AASB 124 remuneration disclosures contained
in the directors’ report.

The directors of the company are responsible for the preparation and fair presentation of the financial
report in accordance with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Act 2001. This responsibility includes establishing and maintaining
internal control relevant to the preparation and fair presentation of the financial report that is free from
material misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances.

The directors of the company are also responsible for the remuneration disclosures contained in the
directors’ report.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our
audit in accordance with Australian Auditing Standards. These Auditing Standards require that we comply
with relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain
reasonable assurance whether the financial report is free from material misstatement. Our responsibility
is to also express an opinion on the remuneration disclosures contained in the directors’ report based on
our audit.

Tel: 61 2 9251 4100 | Fax: 61 2 9240 9821 | www.pkf.com.au

PKF | ABN 83 236 985 726

Level 10, 1 Margaret Street | Sydney | New South Wales 2000 | Australia
DX 10173 | Sydney Stock Exchange | New South Wales

Liability limited by a scheme approved under Professional Standards Legislation



An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial report. The procedures selected depend on the auditor's judgement, including the
assessment of the risks of material misstatement of the financial report and the remuneration disclosures
included in the directors’ report, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
report and the remuneration disclosures included in the directors’ report in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by the directors, as well
as evaluating the overall presentation of the financial report and the remuneration disclosures in the
directors’ report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Independence

In conducting our audit, we have complied with the independence requirements of the Corporations Act
2001.

Auditor’s Opinion
In our opinion:

€)) the financial report of RCG Corporation Limited is in accordance with the Corporations Act 2001,
including:

0] giving a true and fair view of the company’s and the consolidated entity’s financial position
as at 1 July 2007 and of their performance for the year ended on that date; and

(ii) complying with Australian Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Regulations 2001.

Auditor’s opinion on the AASB 124 remuneration disclosures contained in the directors’ report

In our opinion the remuneration disclosures that are contained in pages 18 to 22 of the directors’ report
comply with Accounting Standard AASB 124.

G

Tim Sydenham
Dated 27" August 2007
Sydney
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Australian Stock Exchange
Additional Information for RCG Corporation Limited

Shareholder Information (As at 16 August 2007)

Top 20 holders of ordinary shares

Rank Name Shares %

1 Citicorp Nominees Pty Limited 15,657,057 11.91
2 Rosedale Road Pty Ltd 13,490,913 10.26
3 Tidereef Pty Limited 7,142,857 5.43
4 Omniday Pty Limited 5,253,124 3.99
5 John Westwood 4,302,115 3.27
6 Rastana Holdings Pty Limited 4,166,666 3.17
7 Rivan Pty Ltd 3,571,428 2.72
8 Rivan Pty Ltd 3,571,428 2.72
9 Vamico Pty Ltd 3,110,268 2.37
10 Meltrust Pty Ltd 2,752,457 2.09
11 Roycam Investments Pty Ltd 2,239,225 1.70
12 Vamico Pty Ltd 2,142,856 1.63
13 Bond Street Custodians Limited 2,142,795 1.63
14 Dandara Pty Ltd 2,073,511 1.58
15 Cartoon Castle Pty Ltd 2,072,857 1.58
16 ANZ Nominees Limited 1,530,000 1.16
17 Christopher Hext 1,455,440 1.11
18 R & R Super Pty Ltd 1,421,100 1.08
19 Andak Pty Ltd 1,285,714 0.98
20 R & R Super Pty Ltd 1,103,957 0.84
Total 80,485,768 61.22

Distribution of schedule of ordinary shares

Range Total holders Shares %
1-1,000 21 7,512 0.01
1,001 — 5,000 298 1,143,421 0.87
5,001 — 10,000 221 1,490,163 1.13
10,001 — 100,000 327 10,904,922 8.29
100,001 and over 142 117,965,250 89.70
Total 1,009 131,511,268 100.00

Unmarketable parcels

The number of shareholders holding less than a marketable parcel of shares is 63
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The following substantial holder notices have been received by the company:

Name Number of shares
in which the and its
associates have relevant

interest
Rosedale Road Pty Limited 13,500,266
Hunter Hall Investment Management Ltd 11,975,489
Tidereef Pty Limited 5,555,556
Rivan Pty Limited 5,555,556
RCG Corporation Limited 14,912,013

Voting Rights

All ordinary shares carry one vote per share without restriction

Restricted Securities

There are no restricted securities or securities subject to voluntary escrow on issue

On-market buy-back

There is not a current on-market buy-back
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