RETAIL CUBE 3

RESULTS FOR THE YEAR TO 30 JUNE 2004 ( FY 2004 )

Retail Cube is a holding company investing in a portfolio of Specialist Retail Businesses.
It acquired three operating businesses, Amazing Paints, King of Knives and The Athlete’s
Foot on 1 July 2004. The results below have been normalised to reflect the position as if
Retail Cube had operated these businesses for all of FY 2004.

FINANCIAL INFORMATION

Basis and method of preparation

The Financial Information presented comprises the following:

1. A statement of Financial Performance, comprising a summary of the Pro
forma Consolidated Historical Financial Performance for the year ended 30
June 2004;

2. A Pro forma Consolidated Statement of Financial Position at 30 June 2004;

3. Significant Accounting Policies and Material Accounting Matters.

Pro forma Adjustments

In preparing the Pro forma Consolidated Historical Financial Information, a
number of adjustments were made to the Special Purpose Financial Reports of
each of the Businesses that were subject to an audit engagement. This was to
eliminate the effects of non-recurring items, investments and balances that will
not remain as part of the Businesses after the proposed acquisition and to reflect
consistent accounting policies that will be applied across the Businesses
subsequent to the Listing. Adjustments have also been made to reflect the effects
of new contractual obligations arising from Retail Cube’s acquisition of the
Groups, as if the acquisition was transacted on 1 July 2003. This excludes the
impact of the proposed corporate structure and the amortisation of goodwill
arising on acquisition.

Treatment of Accounting Periods

The Athlete’s Foot’s accounting periods are based on retail trading periods and
not calendar months. These retail trading periods, each consisting of either four
or five weeks, commence on a Monday and end on a Sunday. For all practical
purposes, these periods are consistent with the corresponding calendar periods
and no adjustment has therefore been made in respect of this.
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STATEMENT OF FINANCIAL PERFORMANCE

Set out in the table below is the Summarised Pro forma Consolidated Historical
Statement of Financial Performance for the year ended 30 June 2004 for Retail
Cube and the Businesses acquired on 1% July 2004. This information should be
read in conjunction with the basis of preparation. It is comparable with the

information provided in the Prospectus.

Statement of Financial Performance

Description Pro forma Pro forma
Consolidated -- Consolidated--
Prospectus Historical
FY2004 ($000°s) FY2004 ($000’s)
Sales & Operating Revenue 62,828 63,046
Gross Profit 32,963 33,267
Rent Paid 6,663 6,892
Other Operating Expenses 19,296 19,138
EBITDA 7,004 7,237
Depreciation 944 971
EBITA 6,060 6,266
Amortisation 44 24
EBIT 6,016 6,242
Net Borrowing Costs 46 -
Net Profit Before Taxation 5,970 6,242
Taxation 1,804 1,884
Net profit after tax 4,166 4,358
Notes:
1.  The Summarised Pro forma Consolidated Historical Statement of Financial Performance for FY2004

reflects the full year impact of the proposed corporate structure to be in place upon acquisition of
each of the Businesses by Retail Cube, as if they were acquired as at 1 July 2002. As the acquisition
took place after the 30 June 2004, the anticipated corporate costs disclosed in the prospectus of
$110,333 after tax for the period between the proposed acquisition and the financial year end have
not been included in the above figures.
2. Corporate costs, interest expense and amortisation of goodwill acquired on the purchase of the
Businesses have not been included in the Summarised Pro forma Consolidated Statement of
Financial Performance for FY 2004.
3. Sales and operating revenue includes sales from corporate owned stores, franchise fees and royalty
revenue from franchise stores. Sales attributable to franchise stores which, in FY 2004 are in excess

of $70m, have not been included.

4.  Taxation is calculated as 30% of the sum of net profit before taxation and amortisation.
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5. Properties owned by one of the Businesses were disposed of prior to the Business being acquired by
Retail Cube. Adjustments were made to increase rental expense by $295,000 for FY2004 in order to
reflect approximate commercial rental that would have been paid if the properties had been owned by
a third party for the full financial year,

6.  The Businesses paid salaries, bonuses, superannuation, Directors fees and other benefits to the
Shareholders of the Businesses. Expenses for FY2004 have been reduced by $376,000 as these costs
will not be incurred by the Businesses after their acquisition by Retail Cube.

PRO FORMA CONSOLIDATED STATEMENT OF FINANCIAL
POSITION AS AT 30 JUNE 2004

Set out in the table below is the Pro forma Consolidated Statement of Financial Position
for Retail Cube and the Businesses as at 30 June 2004. This information should be read
in conjunction with the basis of preparation.

$ Aggregated Acquisition Pro forma
Pro forma Entries Consolidated

Current Assets

Cash Assets 979,098 500,000 1,479,098

Receivables 9,873,532 (8,238,273) 1,635,259

Inventories 13,103,044 - 13,103,044

Other 670,278 - 670,278
Total Current Assets 24,625,952 (7,738,273) 16,887,679
Non-Current Assets

Property, plant & equipment 5,941,802 - 5,941,802

Intangibles 118,878 31,763,404 31,882,282
Total Non-Current Assets 6,060,680 31,763,404 37,824,084
Total Assets 30,686,632 24,025,131 54,711,763
Current Liabilities

Cash 312,044 (312,044) -

Payables 14,969,901 (3,818,073) 11,151,828

Provisions 2,436,713 - 2,436,713

Other 297,350 - 297,350
Total Current Liabilities 18,016,008 (4,130,117) 13,885,891
Non-Current Liabilities

Payables 5,042,731 (2,796,859) 2,245,872
Total Non-Current Liabilities 5,042,731 (2,796,859) 2,245,872
Total Liabilities 23,058,739 (6,926,976 16,131,763
Net Assets 7,627,893 30,952,107 38,580,000
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Notes:

1. Column 1 represents the aggregate of the Summarised Pro forma Consolidated Statements of Financial
Position of the Businesses as at 30 June 2004.

2. Column 2 represents the adjustments required to reflect the acquisition of the Businesses by Retail
Cube on 1 July 2004 and the conduct of the Offer.

3.  Column 3 represents the Summarised Pro forma Consolidated Statement of Financial Position of
Retail Cube after the acquisition of the Businesses and the completion of the Offer.

4. Intangibles comprise trademarks and goodwill.

5. Certain borrowings in the Businesses were paid off by the Shareholders of the Businesses prior to their
acquisition by Retail Cube.

6. Dividends were paid out by the Businesses prior to their acquisition by Retail Cube. An adjustment
has been made to reduce cash at bank by $1,750,000 as at 30 June 2004.

REVIEW OF SIGNIFICANT ACCOUNTING POLICIES AND

MATERIAL ACCOUNTING MATTERS

Set out below are a number of significant accounting policies and other material
accounting matters that have been used in the preparation of the Financial
Information.

The Financial Information presented has been prepared on the basis that
Applications totalling $20,500,000 was received.

Valuation of intangible assets

The intangible assets, including trademarks and goodwill, in the Consolidated
Pro forma Statement of Financial Position as at 30 June 2004, represent the
consideration to be paid for the Businesses in excess of the fair value of their
identifiable net assets as at 30 June 2004. The values allocated to individual
assets were reviewed after consideration of the Historical and Forecast Financial
Performance of the Groups.

The Directors believe that the carrying values of the assets are reasonable and
are not in excess of their recoverable amounts.

Trademarks total $19,068,422 and have been valued based on discounted cash
flow methodology, utilising the relief from royalty method. With the
introduction of International Accounting Standards for FY2006, trademarks will
be subject to an annual impairment test to ensure that the asset is not recorded
above its recoverable amount. This impairment test involves an assessment of
the current market value of the asset, the economic performance of the asset, and
other market and economic considerations.

Indicators of impairment include both external and internal factors, which need
to be considered by management in ensuring that the carrying value of an asset
does not exceed its recoverable amount. External indicators of impairment
include the market value of the asset and the technological, market and legal
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environment in which the business operates. Internal indicators of impairment
include the manner or extent to which an asset is used, and the economic
performance of the business.

Goodwill arising on acquisition of the Groups totals $12,812,577 and will be
amortised on a straight line-basis over a maximum period of 20 years. With the
introduction of International Accounting Standards in FY2006, goodwill will not
be amortised on a straight-line basis but will be subject to an annual impairment
test, involving the Directors’ assessment of the current market value of the asset,
the economic performance of the asset, the Company’s share price, and other
market and economic indicators. Based on the application of the annual
impairment test, goodwill may be written down if the information results in the
carrying value of goodwill exceeding the recoverable amount or fair value of the
asset.

Taxation

Income tax has been included in the Forecasts at the relevant corporate tax rate.

Depreciation

The fixed assets held by the Company are depreciated on a straight-line basis,
over their estimated useful life to the Groups and the Company, which for most
fixed assets is between three and eight years.

DIRECTORS’ REPORT

Formation and Listing of the Company

Closing adjustments to the purchase price of the Businesses acquired from the previous
owners are not yet completely finalised, although no material change to the total is
expected. The tables above, which show the normalised results for FY2004, are
comparable with the pro forma forecast results published in the Prospectus. They
indicate results close to prospectus forecast. There is a more detailed review of trading
results and current trading conditions below.

Post listing developments

Since the formation and listing of the company, management has concentrated its
energies on implementing the integration of the three businesses into the holding
company structure and laying the foundations for future growth.
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This has included:
e Developing and implementing the necessary financial reporting and control
procedures;
e Reviewing and revising operating companies’ budgets, business and strategic
plans and

¢ The introduction of a point of sale system at Amazing Paints.

Much of this work is now complete and it is expected to have the point of sales system
rolled out to Amazing Paints stores before the end of the year. Management is
considering an upgrade of the King of Knives IT systems.

Completion of these IT upgrades will improve efficiencies in the operating companies
and will help to ensure that the group is well placed to extend franchising at the
appropriate time. Current planning envisages Retail Cube being in a position to introduce
franchising at the King of Knives sometime during 2005.

A number of acquisition opportunities have also been reviewed but at this stage none

have been pursued as management and the board are determined to focus initially on
realising the potential of the three inaugural businesses.

2004 Results and Recent Trading Performance

As indicated in the tables above consolidated results for the 2004 financial year were on
par with prospectus forecast. They are discussed in greater detail below.

The Athlete’s Foot

FY2003 FY2004
Turnover ($000) 18,301 19,443
Adjusted EBIT ($000) 1,802 1,926

The 2004 results for The Athlete’s Foot show a good improvement on those achieved in
2003. They were better than expected at the time of preparing the prospectus. Currently
The Athlete’s foot is trading in line with expectations and five new stores have opened
since the listing of Retail Cube, on time and within budget. Further openings are
expected later in this financial year.

Ahead of the main selling season it is still too early to be sure of the outcome for the full
financial year, but expectations are that The Athlete’s Foot will enjoy strong profit
growth in the 2005 financial year.
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Amazing Paints

FY2003 FY2004
Turnover ($000) 16,298 16,227
Adjusted EBIT ($000) 1,749 1,523

Towards the end of the 2004 financial year Amazing Paints’ turnover was adversely
affected by the general weakening of confidence in the housing market. The impact has
been particularly severe in the paint sector. Lower than forecast sales combined with
higher advertising costs led to a result below expectations.

Since the start of the 2005 financial year the weakness in the paint sector has continued
and sales are well down on the comparable period in the previous year. Management is
taking vigorous action to mitigate this, including changing the sales mix to obtain higher
gross profit margins. Results indicate that this policy is working, but profits are currently
below budget. Management is hopeful of a recovery as the Business enters the vital
spring selling season.

In the current sales environment, management has decided to concentrate on revitalising
the existing stores and operations rather than opening new stores.. Consequently, at
present only one new opening is planned for this financial year.

King of Knives

FY2003 FY2004
Turnover ($000) 24,256 27,377
Adjusted EBIT ($000) 2,346 2,797

The 2004 results for the King of Knives show a very good improvement on those
recorded in 2003. They were better than expected at the time of preparing the prospectus.

In line with consumer spending generally, the King of Knives’ Australian operations
have started the current financial year strongly. Sales are up on the comparable period in
2003, with good indications for the rest of 2004. The encouraging Australian results are
offsetting weaker but improving results from the small New Zealand businesses. Since
listing, three stores have had major refurbishments, three new stores have been opened
(two in New Zealand and one in Melbourne) and a further three are expect to open before
Christmas despite some delays in completing shopping centre developments. Further
refurbishments and openings are planned for 2005.
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It is too early to have a clear indication of the outcome of the vital Christmas sales
season, but currently management believe results will enjoy further steady growth this
financial year.

Summary

Ahead of the main selling seasons for all three operating companies there is some
uncertainty surrounding results for the current financial year. However when considering
the prospects for all three companies together, management and the board see no reason
to alter the prospectus forecast for Retail Cube for the year to 30 June 2005.



VN

Haines
Norton

CHARTERED
ACCOUNTANTS

MDN/MFathers

28 September 2004

The Directors

Retail Cube Limited

Unit 7

29 Bridge Street
STANMORE NSW 2048

Dear Directors,

Introduction

We have prepared this Independent Accountants’ Report on the historical financial information of
Retail Cube Limited (“the Company”), and Amazing Paints, The Athlete’s Foot and King of Knives
(“the Groups”) for the financial year ended 30th June 2004.

Background

Retail Cube Limited was incorporated on 23rd February 2004 to act as a holding company for the
acquisition of the equity in the Groups.

Scope
You have requested Haines Norton to prepare a report covering the following information:

(a) The Summarised Pro forma Consolidated Statements of Financial Performance of the
Company and the Groups being acquired for the year ended 30 June 2004; and

(b} The Summarised Pro forma Consolidated Statement of Financial Position as at 30 June
2004 of the Company and the Groups.

The Directors of the Company are responsible for the preparation of the above pro forma
consolidated historical financial information, including determination of the pro forma and
consolidating adjustments and the policies and assumptions.

The pro forma consolidated historical financial information of the Company and the Groups has
been presented on a basis which is considered by the Directors to be the most relevant to ASX
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has been prepared on the basis that for the historical period reported as at 30 June 2004 the
Groups were acquired by the Company on 1 July 2003. However, the Summarised Pro forma
Consolidated Statements of Financial Performance for the year ended 30 June 2004 excludes
amortisation of goodwill and budgeted corporate costs arising from the acquisition of the Groups.

The historical financial information of the Groups and the Company has been used as the basis for
preparation of the pro forma consolidated historical financial information. The pro forma
consolidated historical financial information incorporates such adjustments as the Directors of the
Company considered necessary to reflect the intended structure and operations of the Company
from Listing, but excludes amortisation of goodwill and budgeted corporate costs arising from
acquisition of the Groups.

Review of the Pro Forma Consolidated Historical Financial Information
The pro forma consolidated historical financial information has been extracted from the following:

The Athlete’s Foot
The Special Purpose Financial Report for the year ended 30 June 2004 was audited by Haines
Norton who issued an unqualified audit opinion.

Amazing Paints
The Special Purpose Financial Report for the year ended 30 June 2004 was audited by Haines
Norton who issued a qualified audit opinion.

King of Knives

(a) Australian Operations

The Special Purpose Financial Report for the year ended 30 June 2004 was audited by Haines
Norton who issued a qualified audit opinion.

(b) New Zealand Operations
The Special Purpose Financial Report for the year ended 30 June 2004 was audited by Haines
Norton who issued a qualified audit opinion.

Included in the Special Purpose Financial Reports for the King of Knives New Zealand operations
for the year ended 30 June 2003 and included in the Special Purpose Financial Reports for the
King of Knives and Amazing Paints Australian operations for the year ended 30 June 2003 were
inter company, investment, property, plant and equipment, reserves and contributed capital
balances and inter company and income and expenses transactions that were not subject to an
audit or review engagement as these balances and transactions were to be subject to the pro
forma and consolidating adjustments to be made to compile the Pro forma Consolidated Historical
Financial Information to be included in the Prospectus. These assets, liabilities and capital
balances are not balances that will remain part of the Groups after the acquisition by Retail Cube
Limited and were therefore not subject to an audit or review engagement. In addition, the inter
company, income and expenses transactions were not transactions that will be performed by the
Groups after the acquisition by Retail Cube Limited and were therefore not subject to an audit or
review engagement. Consequently, for the Special Purpose Financial Reports for the King of
Knives New Zealand operations for the year ended 31 March 2003, and for the Special Purpose
Financial Reports for the King of Knives and Amazing Paints Australian operations for the year
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ended 30 June 2003, due to the limitation of scope, an audit opinion or a review statement was not
expressed on these opening balances and transactions, and the effects, if any, of such
adjustments that might have been determined to be necessary had the limitations in scope not
existed.

Scope of the Report

Our review of the pro forma consolidated historical financial information has been conducted in
accordance with Australian Auditing Standards AUS 902 “Review of Financial Reports”. We made
such enquiries and performed such procedures as we, in our professional judgement, considered
reasonable in the circumstances including and limited to:

= enquiry of Directors and personnel of the Company and the Groups,

= areview of the audit and review engagements performed by other auditors
mentioned above,

= areview of the assumptions and policies used to compile the pro forma
consolidated historical financial information,

= areview of the pro forma and consolidating adjustments and supporting
documentation,

= analytical procedures applied to historical financial information,

= g comparison of consistency in application of the recognition and measurement
principles prescribed in Accounting Standards and other mandatory professional
reporting requirements (Urgent Issues Consensus Views) in Australia.

These review 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 on the historical financial information.

Conclusion: Review Statement on Historical Financial Information

Based on our review, which is not an audit, nothing has come to our attention which causes us to
believe that:

= The Summarised Pro forma Consolidated Statement of Financial Position as at 30
June 2004; and

*  The Summarised Pro forma Consolidated Statements of Financial Performance for
the year ended 30 June 2004

does not present fairly:

= The pro forma censolidated financial position of the Company and the Groups as at
30 June 2004; and

= The pro forma consolidated financial performance of the Company and the Groups
for the year ended 30 June 2004

in accordance with the pro forma and consolidating adjustments, and the policies and assumptions
disclosed in the financial information section, and in accordance with the measurement and
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recognition requirements, but not all of the disclosure requirements, of applicable Accounting
Standards and other mandatory professional reporting requirements (Urgent Issues Groups
Consensus Views) in Australia.

Yours faithfully,

Mark Nicholaeff
Partner
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