
 

 

 

 

 

 

 

3 March 2006 

  

 

Company Announcements Office 

Australian Stock Exchange Limited 

 

By Electronic Lodgment 

 

Dear Sir, 

 

RE: APPENDIX 4D – HALF-YEAR REPORT 

 

We enclose the company’s Appendix 4D Report for the six months ended 31 December 
2005.  
  
Yours faithfully, 

 

Howard Knapp 

Company Secretary 
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Dec 2005 June 2005
$'000 $'000

7. Commitments

a.  Capital Expenditure Commitments

- not later than one year 830             1,030           

b.  Operating Lease Commitments

- not later than one year 4,949         6,752           
- later than one year but not later than five years 18,798       15,334         
- later than five years -                  -                   

23,747       22,086         

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

- not later than one year 452             384              
- later than one year but not later than five years 1,316         1,264           
- later than five years -                  -                   

Minimum finance lease payments 1,768         1,648           
Deduct future finance charges (286)            (270)              

1,482         1,378           

Estimated capital expenditure contracted for at 
reporting date, but not provided for in the financial 
statements and payable:

Future operating lease rentals (minimum lease payments) of 
premises, plant and equipment not provided for in the financial 
statements and payable:

Economic Entity
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8.    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 amortization. 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 economic entity is organised into the following business units: 
 
King of Knives  
Retailers of cutting, sharpening and cooking equipment. 
 
The Athlete's Foot 
Retailers of general sports footwear. 
 
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 economic 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. 
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(d) Primary Reporting – Business Segments 
 
 

Economic
Half year ending 31 December 2005 KOK TAF APD RCL Entity

$'000 $'000 $'000 $'000 $'000
Sales to external customers 15,986 5,477 6,505 0 27,969
Other revenue 705 3,200 401 5 4,311

Total segment revenue 16,691 8,677 6,906 5 32,280

Direct costs and overheads 15,259 7,587 7,460 729 31,037

1,432         1,090         (554)            (724)            1,243           

Depreciation and amortisation 370            132            107            5                614              

Segment result before interest and impairment 1,062         958            (661)            (730)            629              

Interest expense 29              14              37              223            302              

Segment result before impairment 1,033       944          (698)           (952)            327            

Impairment of intangibles -               -               (10,723)       -                 (10,723)         

Profit/(Loss) from continuing operations 1,033       944          (11,421)     (952)            (10,396)       

Income tax expense -                 -                 -                 -                 (105)              

1,033       944          (11,421)     (952)            (10,501)       

Segment assets 12,253     4,317       7,974        22,782       47,326       

Segment liablities 6,759       2,256       3,149        5,653         17,817       

Segment profit before interest, impairment, tax, 
depreciation and amortisation

Profit/(Loss) from ordinary activities after 
related income tax expense
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Economic
Half year ending 31 December 2004 KOK TAF APD RCL Entity

$'000 $'000 $'000 $'000 $'000
Sales to external customers 16,110 5,884 7,071 0 29,065
Other revenue 16 3,494 295 4 3,809

Total segment revenue 16,126 9,378 7,366 4 32,874

Direct costs and overheads 14,109 8,105 7,165 576 29,956

2,017         1,273         201            (572)            2,917           

Depreciation and amortisation 261            141            4                -                 406              

Segment result before interest and impairment 1,756         1,132         197            (572)            2,511           

Interest expense 5                2                9                169            185              

Segment result before impairment 1,751       1,130       188           (741)            2,327         

Impairment of intangibles -                 -                 -                 -                 -                   

Profit/(Loss) from continuing operations 1,751       1,130       188           (741)            2,327         

Income tax expense -                 -                 -                 -                 (523)              

1,751       1,130       188           (741)            1,804         

Segment assets 14,197     5,864       7,077        30,474       57,613       

Segment liablities 7,342       3,162       3,183        3,343         17,032       

Segment profit before interest, impairment, tax, 
depreciation and amortisation

Profit/(Loss) from ordinary activities after 
related income tax expense
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(e) Secondary Reporting – Geographical Segments 
 

New Economic
Half year ending 31 December 2005 Australia Zealand Entity

$'000 $'000 $'000
Sales to external customers 25,535              2,434                27,969              
Other revenue 4,307                4                       4,311                

Total segment revenue 29,842            2,438               32,280             

Direct costs and overheads 28,606              2,431                31,037              

1,236                7                       1,243                

Depreciation and amortisation 538                   76                     614                   

Segment result before interest and impairment 698                 (69)                    629                  

Interest expense (299)                   (3)                       (302)                   

Segment result before impairment 399                 (72)                    327                  

Impairment of intangibles (10,723)              -                        (10,723)              

(10,324)            (72)                    (10,396)             

Income tax expense (105)                   -                        (105)                   

(10,429)            (72)                    (10,501)             

Segment assets 45,144            2,182               47,326             

Segment liabilities 17,582            235                  17,817             

Segment profit before interest, impairment, tax, 
depreciation and amortisation

Profit/(Loss) from ordinary activities before related 
income tax expense

Profit/(Loss) from ordinary activities after related 
income tax expense
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New Economic
Half year ending 31 December 2004 Australia Zealand Entity

$'000 $'000 $'000
Sales to external customers 26,237              2,828                29,065              
Other revenue 3,781                28                     3,809                

Total segment revenue 30,018            2,856               32,874            

Direct costs and overheads 27,260              2,696                29,956              

2,758                160                   2,918                

Depreciation and amortisation 373                   33                     406                   

Segment result before interest and impairment 2,385              127                  2,512              

Interest expense (185)                   -                        (185)                   

Segment result before impairment 2,200              127                  2,327              

Impairment of intangibles -                        -                        -                        

2,200              127                  2,327              

Income tax expense (523)                   -                        (523)                   

1,677              127                  1,804              

Segment assets 54,923            2,690               57,613            

Segment liabilities 16,356            676                  17,032            

Segment profit before interest, impairment, tax, 
depreciation and amortisation

Profit/(Loss) from ordinary activities before related 
income tax expense

Profit/(Loss) from ordinary activities after related 
income tax expense
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9. First time adoption of Australian Equivalents to International Reporting Standards 

 
 

 
The following reconciliations explain the transition from previous GAAP to AIFRS affected reported financial 
position and performance. 
 

 

Year ending Half-year 
ending

30 June 2005  31 Dec 2004
$000 $000

Reconciliation of Net Profit

Net profit under previous GAAP 1,009               1,432               

Key transitional adjustments

Amortisation of goodwill 744                  372                  

Total transitional adjustments 744                  372                  

Net Profit under AIFRS 1,753             1,804              

Economic Entity

 
 
 

As at As at As at
1 July 2004  31 Dec 2004 30 June 2005

$000 $000 $000
Reconciliation of Equity

Total equity under previous GAAP 2,541               40,209             38,928             

Amortisation of goodwill -                       372                  744                  

Total equity under AIFRS 2,541             40,581             39,672           

Economic Entity

 
Notes:  
 

a) Goodwill is capitalised to the Balance Sheet and subjected to an annual impairment test. 
Amortisation of goodwill is prohibited.  

 
Previously goodwill was being amortised on a straight line basis over a period of 20 years. The 
previously amortised goodwill of $372,000 in December 2004 was accordingly reversed 
resulting in a corresponding increase of $372,000 in retained earnings and goodwill at 1 
January 2005. 
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10. Contingent Liabilities 
 

a) The bank guarantees outstanding as of 31 December 2005 amounted to approximately 
$857,000. 

 
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 $32.9 million (less than one year $7.1 million; 
between one and five years $25.8 million; more than 5 years Nil). This would arise only in 
the event that all franchisees defaulted at the same time. 

 
 
 
11. Events subsequent to reporting date 

There has not arisen in the interval between the end of the financial period and the date of this 
report any item, transaction or event of a material nature likely, in the opinion of the directors of 
Retail Cube Limited, to affect significantly the operation of Retail Cube, the results of those 
operations or the state of affairs of Retail Cube in future financial periods. 
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Directors Declaration 
 
The Directors of the company declare that: 
 

1. The financial statements and notes, as set out on pages 8 to 24, are in accordance with the 
Corporations Act 2001: 

 
a. comply with Accounting Standards and Corporation Regulations 2001; and 
b. give a true and fair view of the financial position as at 31 December 2005 and performance 

for the half-year ended on that date of the economic entity. 
 

2. In the Directors’ opinion, there are reasonable grounds to believe that the company will be able to 
pay its debts as and when they become due and payable. 

 
This statement is made in accordance with a resolution of the Board of Directors and is signed for and on 
behalf of the Directors by: 
 
 

 
 
Julia King 
Executive Chairman 
 

 
Rob Estcourt 
Chief Executive Officer 
 
 
 
 
Sydney, 3 March 2006 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 
 
 
 
INDEPENDENT REVIEW REPORT 
To the Members of Retail Cube Limited 
 
Scope 
 

We have reviewed the financial report of Retail Cube Limited for the half-year ended 31 
December 2005 as set out on pages 8 to 25.  The financial report includes the consolidated 
financial statements of the consolidated entity comprising the disclosing entity and the entities 
it controlled at the end of the half-year or from time to time during the half-year.  The directors 
of Retail Cube Limited are responsible for the financial report.  We have performed an 
independent review of the financial report in order to state whether, on the basis of the 
procedures described, anything has come to our attention that would indicate that the 
financial report is not presented fairly in accordance with Accounting Standard AASB 134 
"Interim Financial Reporting" and other mandatory professional reporting requirements in 
Australia and statutory requirements so as to present a view which is consistent with our 
understanding of the consolidated entity's financial position, and performance as represented 
by the results of its operations and its cash flows, and in order for the disclosing entity to 
lodge the financial report with the Australian Securities and Investments Commission. 

Our review has been conducted in accordance with Australian Auditing Standards applicable 
to review engagements.  A review is limited primarily to inquiries of the disclosing entity's 
personnel and analytical procedures applied to the financial data.  These procedures do not 
provide all the evidence that would be required in an audit, thus the level of assurance 
provided is less than given in an audit.  We have not performed an audit and, accordingly, we 
do not express an audit opinion. 

 
Independence 
 
In conducting our review, we followed applicable independence requirements of Australian 
professional ethical pronouncements and the Corporations Act 2001. 
 
Statement 
 
Based on our review, which is not an audit, we have not become aware of any matter that 
makes us believe that the half-year financial report of Retail Cube Limited is not in 
accordance with: 

(a) the Corporations Act 2001, including: 

 i) giving a true and fair view of the consolidated entity's financial position as at 31 
 December 2005 and of its performance for the half-year ended on that date; and 

 ii) complying with Accounting Standard AASB 134 "Interim Financial Reporting" 
 and the Corporations Regulations 2001; and 

 (b) other mandatory professional reporting requirements in Australia. 

 

        
 
PKF         Tim Sydenham 
Chartered Accountants & Business Advisers   Partner 
        Sydney, 3 March 2006
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