
THE WAREHOUSE GROUP LIMITED



The Warehouse will make a difference to people’s lives 

by making the desirable affordable and supporting 

New Zealand’s communities and the environment. By 

putting the customer first, we will succeed. Everything we 

do flows from this principle. We enjoy success through 

working together as one team. People choose to work 

for us because we care about and recognise individuals.

Our Core

Purpose
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Sales
Sales flat at $950.6 million

Operating Profit
Operating Profit down 10.8% to $83.3 million

Operating Cashflow
Operating cashflow $64.7 million compared to $60.6 million same period last year

Reported NPAT
Reported NPAT $64.3 million compared to $60.1 million same period last year (includes 
$7.2 million reversal of warranty provisions relating to divestment of Australian business)

Adjusted NPAT
Adjusted NPAT $57.1 million down 5.1%

Net Debt
Net debt increased to $115.3 million from $43.0 million in July 2007

Dividend
Dividend pay out ratio increased from 50% to 75% of attributable profit

Interim dividend of 15.5 cents per share – up 3.5 cents per share or 29.2%

Highlights
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The Warehouse Group Limited (‘Group’) reported a half-year net 
profit after tax of $64.3 million compared to $60.1 million last year.  
The result includes a $7.2 million reversal of warranty provisions 
relating to the sale of The Warehouse Australia in 2005. Net profit 
after tax for the half year excluding this gain was $57.1 million 
down 5.1%.

for the same period last year. Group EBIT 
(earnings before interest and taxation) 
was down 2.2% to $92.2 million 
compared to $94.3 million for the 
same period last year.

Tax-paid profit
The reported tax-paid profit for the period 
was $64.3 million up 6.9% compared to 
$60.1 million for the same period last 
year. This included a $7.2 million 
reversal of warranty provisions relating 
to the sale of The Warehouse Australia 
in 2005. Excluding that gain, net profit 
was $57.1 million, down 5.1%.

same store sales up 0.3% for the half 
year and up 1.0% for second quarter 
while Warehouse Stationery recorded a 
4.6% decrease in sales to $96.6 million 
with same store sales down 1.8% for 
the half year but up 4.2% for the 
second quarter.

This result is creditable given trading 
conditions experienced during the first 
half. Achieving positive same store 
sales growth in the second quarter 
demonstrates an ability to respond to 
a very challenging environment.

Operating profit
Operating profit was down 10.8% to 
$83.3 million compared to $93.4 million 

Dear Shareholders

The Group’s interim financial statements 
for the six months ended 27 January 
2008 are the first financial statements 
prepared under the New Zealand 
equivalent to International Financial 
Reporting Standards (“NZ IFRS”).  
Where appropriate, comparatives 
have been restated.

GROUP OPERATING PERFORMANCE

Revenue
Group sales for the period were 
$950.6 million, flat on the previous 
corresponding period. The Warehouse 
reported modest top-line growth with 
sales up 0.4% to $852.9 million and 

Half Year
Review
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SEGMENTAL RESULTS

The Warehouse 
The Warehouse ‘Red Shed’ retail stores 
recorded a 0.4% increase in sales for 
the half year ended 27 January 2008 
with same store sales up 0.3% for the 
half year and up 1.0% for the second 
quarter. Grocery and apparel were the 
main positive contributors to the sales 
performance while General Merchandise 
performance was disappointing as a 
result of increased competition across 
most categories.

Operating profit was down 11.7% to 
$79.4 million and Operating margin 
down 130 basis points to 9.3% compared 
to 10.6% for the same period last year.

In addition to increased competitor 
intensity, The Warehouse overall 
performance was affected by a slow 
down in consumer demand with the first 
quarter particularly difficult across the 
board. Whilst the company held sales, 
gross margin in some categories was 
impacted by targeted investment in 
price and stock clearance. The cost 
base has also risen in part due to 
inflationary pressures, but mainly as a 
result of continued investment in 
capability and higher depreciation 
charges associated with systems 
upgrades and store refit programme. 
Three full refits and one store relocation 
were completed during the period and 
seven stores were upgraded under 
“Project Pulse”, a lower cost 
refurbishment programme for stores not 
being fully refitted at this stage.

The grocery business overall is trading 
to expectation, with a positive customer 
response to improved availability 
achieved following improvements made 
to the distribution centre in the middle 
of the 2007 calendar year.

The apparel business continues to 
outperform. Modest gains in market 
share are being achieved due to an 
improving range, the development of 
brands including the introduction 
of international brands, as well as 
improvements in style and quality.

The Warehouse is not considering any 
major shift in strategy, and will continue 
to introduce new products and services 
over the next year.

The Warehouse 
27 January  

2008
28 January  

2007 Change

Sales ($ million) 852.9 849.1 +0.4%

Operating profit ($ million) 79.4 89.9 –11.7%

Operating margin 9.3% 10.6% –130 basis points

Total assets ($ million) 385.6 377.1 +2.2%

Stores 85 85 No change

Retail space (m2) 462,540 461,746 +0.2%
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The Extra format stores are responding well to changes made 
during the first half. Customers are demonstrating increasing 
acceptance of the “one stop shop” proposition with early 
evidence of increased shopping frequency.

The Warehouse Extra
The Extra format stores are responding 
well to changes made during the first 
half. There has been a strong focus 
on improved execution in all three 
Extra stores (Whangarei, Sylvia Park 
and Te Rapa). 

In September 2007, a dedicated team 
was established to drive the results of 
The Warehouse Extra format. We have 
learned a lot over the period, both from 
marketing research and customer 
feedback. Customers are demonstrating 
increasing acceptance of the “one stop 
shop” proposition with early evidence of 
increased shopping frequency.

Our strategy is based on generating 
a “halo” effect (increasing General 
Merchandise and Apparel sales). There 
is evidence that a “halo” is beginning to 
occur in the first refitted store (Whangarei) 
which annualised three months ago.

Despite improved execution and 
increasing customer acceptance, it will 
take more time to prove the full economic 
potential of the format. The three 
existing stores will continue to operate 
and be refined. We will continue to look 
for ways of improving the performance. 
No further Extra stores are planned for 
this year.

Warehouse Stationery
Warehouse Stationery ‘Blue Sheds’ 
recorded a 4.6% decrease in sales for 
the half year ended 27 January 2008 
with same store sales down 1.8% 
for the half year but up 4.2% for the 
second quarter.

Operating profit was down 23.0% to 
$2.6 million. Operating margin was down 
60 basis points to 2.7% compared to 3.3% 
for the same period last year, primarily 
the result of reduced operating leverage.

Warehouse Stationery performance was 
‘below par’ affected by lower availability, 
particularly during the first quarter as a 
result of disruption caused by making 
changes to the company’s distribution 
model. Trading conditions have also 
been difficult in the stationery retail 
sector, but an improvement in sales 
in the second quarter was achieved 
after a very challenging first quarter.

Revenue and margins in the first half 
were disappointing but the ‘back to 
school’ period in February was solid.

As at 27 January 2008 Warehouse 
Stationery consisted of 43 stores 
representing 57,960 square metres of 
retail space (a decrease of 2.8% over 
January 2007). 

Warehouse Stationery’s strategy is to 
be a total solutions provider for home, 
office and business and is working on 
achieving more effective integration of 
its on-line and retail channels.

Warehouse Stationery
27 January  

2008
28 January  

2007 Change

Sales ($ million) 96.6 101.3 –4.6%

Operating profit ($ million) 2.6 3.4 –23.0%

Operating margin 2.7% 3.3% –60 basis points

Total assets ($ million) 73.0 76.2 –4.2%

Stores 43 43 No change

Retail space (m2) 57,960 59,648 –2.8%
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Other Group Operations
Operating profit of $1.3 million from 
other group operations was up compared 
to $0.1 million for the same period last 
year as a result of one off costs 
associated with the long term incentive 
plan incurred in the first half of 2007.

Earnings from the financial services 
joint venture of $1.4 million were 
relatively flat compared to $1.5 million 
for the same period last year, with 
earnings impacted by the timing of 
dividend distributions and changes to 
consumer spending patterns associated 
with the present economic environment.

GROUP FINANCIAL POSITION

Assets employed
Total assets decreased to $656.0 million 
compared to $725.1 million in January 
2007 mainly as a result of lower 
inventories and cash balances. Fixed 
assets reduced to $298 million from 
$315 million, primarily as a result of 
the sale of a parcel of land in Manukau 
(sold at book value of $10.9 million).

Total gross capital expenditure for the 
half year reduced by $4.8 million to 
$27.2 million compared to the same 
period last year. Forecast capital 
expenditure for this year is between 
$52 million and $55 million. The capital 
is being invested in store upgrades 
including the pulse programme and 
improving our systems environment.

Operating cash flow for the period was 
up $4.1 million to $64.7 million due 
to a decrease in trade working capital. 
The change in working capital reflects 
the emphasis on managing inventories 
and clearance of technology stock.

Borrowings
Net debt increased to $115.3 million 
compared to $91.3 million in January 
2007 (includes impact of special dividend 
paid in September 2007). Gearing has 
increased to 24.7% compared to 19.4% 
in January 2007. Net interest cover 
(adjusted for divestments) has 
increased to 31.4 times EBIT while fixed 
charge cover was 4.2 times EBITDAR.

We are achieving hedge effectiveness on 
the majority of our financial derivatives. 
At balance date the group had financial 
derivatives to hedge exposures to interest 
rate, foreign currency and electricity 
price fluctuations valued at positive 
$0.5 million compared to a negative 
valuation of $10.7 million for the previous 
half year end. The valuation of derivatives 
will continue to move from period to period.

Capital Management
The board is confident that cash flows 
will remain strong and sufficient to fund 
the group’s estimated capital investment 
requirements, which include the 
contribution and the acceleration of the 
refurbishment programme. The Group 
will consider undertaking further capital 
management initiatives once legal 
proceedings affecting ownership have 
concluded and the outcome of related 
corporate activity becomes clear.

Dividend
The directors have declared a fully 
imputed interim dividend of 15.5 cents 
per share, an increase of 3.5 cents per 
share or 29.2%. This reflects a decision 
taken by the board to increase the 
dividend pay out ratio from 50% to 75%. 
The decision to increase the pay out ratio 
was based on a number of considerations 
including a review of medium term 
operating cash flow and capital 
expenditure forecasts.

The dividend will be paid on 16 April 
2008 with the entitlement date being 
2 April 2008.

Outlook and challenges ahead
We have not allowed ownership issues 
to impact on our pursuit of returns for 
our shareholders. The New Zealand 
Commerce Commission is appealing 
against a High Court ruling that cleared 
the way for a takeover attempt by 
Woolworths and Foodstuffs. The appeal 
will be heard over three days starting 
29 April 2008. 

Retail activity is likely to continue 
slowing over the remainder of 2008 
as discretionary spending comes under 
further pressure from macro economic 
factors and inflation. The directors 
expect net profit after tax for the full 
year to be in the range of $94.0 million 
to $98.0 million including the reversal 
of warranty provisions of up to $8.0 
million relating to the 2005 sale of 
Australian operations.

The Group continues to have a strong 
balance sheet and cash flows and the 
management team is committed to 
improving returns. We thank all our team 
members, suppliers, customers and 
shareholders for their continued support.

Keith Smith	 Ian Morrice 
CHAIRMAN	 MANAGING DIRECTOR

13 March 2008
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To the shareholders of The Warehouse Group Limited

We have reviewed the interim consolidated financial statements on pages 8 to 24. The interim consolidated financial statements provide 

information about the past financial performance and cash flows of the Group for the period ended 27 January 2008 and their financial 

position as at that date. This information is stated in accordance with the accounting policies set out on pages 13 to 16.

Directors’ responsibilities

The Company’s Directors are responsible for the preparation and presentation of the financial statements that present fairly the financial 

position of the Group as at 27 January 2008 and their financial performance and cash flows for the period ended on that date.

Accountants’ responsibilities

We are responsible for reviewing the interim consolidated financial statements presented by the Directors in order to report to you whether, 

in our opinion and on the basis of the procedures performed by us, anything has come to our attention that would indicate that the financial 

statements do not present fairly the matters to which they relate.

Basis of opinion

A review is limited primarily to enquiries of company personnel and analytical review procedures applied to financial data and thus 

provides less assurance than an audit. We have not performed an audit on the financial statements and, accordingly, we do not express 

an audit opinion.

We have reviewed the financial statements of the Company and the Group for the period ended 27 January 2008 in accordance with the 

Review Engagement Standards issued by the New Zealand Institute of Chartered Accountants.

We have no relationship with or interests in the Company or any of its subsidiaries other than in our capacity as accountants conducting 

this review, auditors of the financial statements and providers of general advisory services.

Review opinion

Based on our review, nothing has come to our attention that causes us to believe that the interim consolidated financial statements do not 

present fairly the financial position of the Group as at 27 January 2008 and its financial performance and cash flows for the period ended 

on that date.

Our review was completed on 13 March 2008 and our review opinion is expressed as at that date.

Chartered Accountants 

Auckland

Accountants’ Report
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The accompanying notes form part of these financial statements.

Consolidated Income Statements
For the half year ended 27 January 2008

				    Half year ended	 Half year ended	Year  ended 
				    27 January 2008	 28 January 2007	 29 July 2007 
				    (Unaudited)	 (Unaudited)	 (Audited) 
			   NOTE	 $ 000	 $ 000	 $ 000

Revenue		  5 (a)	 950,588 	 951,055 	 1,761,386 

Cost of sales			   (614,391)	 (611,902)	 (1,136,444)

Gross profit			   336,197 	 339,153 	 624,942 

Other income		  	 6,262 	 6,478 	 13,168 

Employee expenses			   (139,183)	 (136,694)	 (262,161)

Lease and occupancy expenses			   (38,062)	 (36,867)	 (73,255)

Depreciation and amortisation expense			   (19,189)	 (16,832)	 (35,409)

Other operating expenses			   (62,732)	 (61,866)	 (118,006)

Operating profit		  5 (b)	 83,293 	 93,372 	 149,279 

Loss on disposal of property			   –	 (235)	 (542)

Changes in fair value of financial instruments			   364 	 (322)	 167 

Gain on disposal of joint venture			   –	 –	 17,432 

Release of Australian divestment warranty provisions		  6 	 7,208 	 –	 5,939 

Equity earnings of associate		  7 	 1,382 	 1,460 	 3,162 

Earnings before interest and tax			   92,247 	 94,275 	 175,437 

Net interest expense			   (2,705)	 (4,807)	 (6,467)

Profit before tax			   89,542 	 89,468 	 168,970 

Income tax expense			   (25,254)	 (29,353)	 (53,834)

Profit after tax			   64,288 	 60,115 	 115,136 

Minority interests			   (9)	 25 	 (302)

Profit attributable to parent shareholders			   64,279 	 60,140 	 114,834 

Earnings per share			   20.8 cents 	 19.7 cents 	 37.5 cents 

Diluted earnings per share			   20.7 cents 	 19.6 cents 	 37.2 cents 

Net tangible asset backing per share			   105.3 cents 	 116.8 cents 	 121.8 cents
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The accompanying notes form part of these financial statements.

Consolidated Balance Sheets
As at 27 January 2008

				    As at	 As at	 As at 
				    27 January 2008	 28 January 2007	 29 July 2007 
				    (Unaudited)	 (Unaudited)	 (Audited) 
			   NOTE	 $ 000	 $ 000	 $ 000

ASSETS

Current assets

Cash and cash equivalents			   4,749 	 37,561 	 77,909 

Trade and other receivables			   30,827 	 28,208 	 25,530 

Inventories			   293,816 	 307,857 	 254,770 

Derivative financial instruments			   1,527 	 674 	 1,325 

Available for sale Land and Buildings			   2,595 	 –	 –

Taxation receivable			   –	 5,638 	 2,418 

Total current assets			   333,514 	 379,938 	 361,952 

Non-current assets

Property, plant and equipment		  	 274,284 	 297,100 	 283,586 

Computer software			   23,535 	 18,234 	 21,568 

Investments		  7 	 5,537 	 7,206 	 8,908 

Derivative financial instruments			   2,172 	 1,512 	 2,732 

Deferred taxation			   16,971 	 21,133 	 21,111 

Total non-current assets			   322,499 	 345,185 	 337,905 

Total assets		  5 (e)	 656,013 	 725,123 	 699,857 

LIABILITIES

Current liabilities

Bank overdraft		  	 –	 –	 905 

Trade and other payables			   135,763 	 149,604 	 110,370 

Derivative financial instruments			   3,153 	 12,307 	 18,076 

Provisions		  6 	 29,362 	 30,526 	 35,444 

Taxation payable			   1,757 	 –	 –

Total current liabilities			   170,035 	 192,437 	 164,795 

Non-current liabilities

Borrowings		  	 120,000 	 120,000 	 120,000 

Borrowings – secured			   – 	 8,856 	 –

Derivative financial instruments		  	 27 	 589 	 237 

Provisions		  6 	 14,774 	 25,102 	 14,642 

Total non-current liabilities			   134,801 	 154,547 	 134,879 

Total liabilities		  5 (f)	 304,836 	 346,984 	 299,674 

Net assets			   351,177 	 378,139 	 400,183 

EQUITY

Share capital			   251,140 	 235,221 	 250,297 

Treasury stock			   (12,952)	 (7,656)	 (14,699)

Employee share benefits reserve			   2,568 	 3,811 	 2,584 

Cashflow hedge reserve			   347 	 (6,620)	 (9,202)

Retained earnings			   109,880 	 153,230 	 170,908 

Parent shareholders’ interest			   350,983 	 377,986 	 399,888 

Minority interest			   194 	 153 	 295 

Total equity			   351,177 	 378,139 	 400,183 
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The accompanying notes form part of these financial statements.

Consolidated Statements of Changes in Equity
For the half year ended 27 January 2008

Share 
capital 

$ 000

Employee 
share 

benefits 
reserve 

$ 000

Cashflow 
hedge 

reserve 
$ 000

Treasury 
stock 
$ 000

Retained 
earnings 

$ 000

Parent 
share- 

HOLDERS’ 
interest 

$ 000

Minority 
interest 

$ 000

Total 
equity 

$ 000

Balance at 31 July 2006	 218,976 	 6,083 	 6,781 	 (7,628)	 110,355 	 334,567 	 279 	 334,846 

Movement in cashflow hedge  

   reserve net of tax	 –	 –	 (13,401)	 –	 –	 (13,401)	 –	 (13,401)

Profit / (Loss) for the half year	 – 	 –	 –	 –	 60,140 	 60,140 	 (25)	 60,115 

Total recognised income and  

   expense for the half year	 –	 – 	 (13,401)	 – 	 60,140 	 46,739 	 (25)	 46,714 

Share options exercised	 16,245 	 (2,366)	 –	 –	 –	 13,879 	 –	 13,879 

Share options forfeited	 – 	 (194)	 –	 –	 194 	 –	 –	 – 

Shares rights exercised	 – 	 (737)	 – 	 1,261 	 (524)	 –	 –	 –

Share scheme amortisation	 –	 1,025 	 –	 –	 –	 1,025 	 –	 1,025 

Dividends paid	 –	 –	 –	 –	 (16,935)	 (16,935)	 (101)	 (17,036)

Purchase of treasury stock	 –	 –	 –	 (1,289)	 –	 (1,289)	 – 	 (1,289)

Balance at 28 January 2007	 235,221 	 3,811 	 (6,620)	 (7,656)	 153,230 	 377,986 	 153 	 378,139 

Balance at 31 July 2006	 218,976 	 6,083 	 6,781 	 (7,628)	 110,355 	 334,567 	 279 	 334,846 

Movement in cashflow hedge  

   reserve net of tax	 –	 –	 (15,983)	 –	 –	 (15,983)	 –	 (15,983)

Profit for the year	 –	 –	 –	 –	 114,834 	 114,834 	 302 	 115,136 

Total recognised income and  

   expense for the year	 –	 –	 (15,983)	 –	 114,834 	 98,851 	 302 	 99,153 

Share options exercised	 31,321 	 (4,605)	 –	 –	 –	 26,716 	 –	 26,716 

Share options forfeited	 –	 (225)	 –	 –	 225 	 –	 –	 –

Shares rights exercised	 –	 (888)	 –	 1,628 	 (740)	 –	 –	 –

Share scheme amortisation	 –	 2,219 	 –	 –	 –	 2,219 	 –	 2,219 

Dividends paid	 –	 –	 –	 –	 (54,201)	 (54,201)	 (286)	 (54,487)

Treasury stock dividends received	 –	 –	 –	 –	 435 	 435 	 –	 435 

Purchase of treasury stock	 –	 –	 –	 (8,699)	 –	 (8,699)	 – 	 (8,699)

Balance at 29 July 2007	 250,297 	 2,584 	 (9,202)	 (14,699)	 170,908 	 399,888 	 295 	 400,183 

Movement in cashflow hedge  

   reserve net of tax	 –	 –	 9,549 	 –	 –	 9,549 	 –	 9,549 

Profit for the year	 –	 –	 –	 –	 64,279 	 64,279 	 9 	 64,288 

Total recognised income and  

   expense for the half year	 –	 –	 9,549 	 –	 64,279 	 73,828 	 9 	 73,837 

Share options exercised	 843 	 (135)	 –	 –	 –	 708 	 –	 708 

Share options forfeited	 –	 (8)	 –	 –	 8 	 –	 –	 –

Shares rights exercised	 – 	 (1,240)	 –	 1,750 	 (510)	 –	 –	 –

Share scheme amortisation	 –	 1,367 	 –	 –	 –	 1,367 	 –	 1,367 

Dividends paid	 –	 –	 –	 – 	 (125,940)	 (125,940)	 (110)	 (126,050)

Treasury stock dividends received	 –	 –	 –	 – 	 1,135 	 1,135 	 –	 1,135 

Purchase of treasury stock	 –	 –	 –	 (3)	 –	 (3)	 –	 (3)

Balance at 27 January 2008	 251,140 	 2,568 	 347 	 (12,952)	 109,880 	 350,983 	 194 	 351,177
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The accompanying notes form part of these financial statements.

Consolidated Statements of Cash Flows
For the half year ended 27 January 2008

				    Half year ended	 Half year ended	Year  ended 
				    27 January 2008	 28 January 2007	 29 July 2007 
				    (Unaudited)	 (Unaudited)	 (Audited) 
			   Note	 $ 000	 $ 000	 $ 000

Cash flows from operating activities

Cash received from customers		  	 963,161 	 958,034 	 1,779,401 

Interest income		  	 1,762 	 513 	 2,180 

Payments to suppliers and employees			   (876,812)	 (892,397)	 (1,624,256)

Income tax paid			   (17,604)	 (112)	 (17,537)

Interest paid			   (5,775)	 (5,425)	 (10,226)

Net cash flows from operating activities			   64,732 	 60,613 	 129,562 

Cash flows from investing activities

Proceeds from sale of property, plant & equipment and computer software		  12,558 	 458 	 3,315 

Staff share purchase advances repaid			   4 	 182 	 257 

Distributions received from associate		  7 	 4,753 	 –	 – 

Purchase of property, plant & equipment and computer software		  5 (d)	 (27,231)	 (32,079)	 (60,505)

Refund of staff share purchase advances terminated			   (2)	 (24)	 (19)

Net proceeds from the disposal of The Base Te Rapa joint venture			   –	 – 	 36,681 

Net settlement of Australian warranty provisions		  6	 (19)	 (159)	 464 

Net cash flows from investing activities			   (9,937)	 (31,622)	 (19,807)

Cash flows from financing activities

Repayment of short term borrowings			   –	 (9,600)	 (9,600)

Proceeds from / (Repayment of) term borrowings			   –	 1,775 	 (7,081)

Share options exercised			   708 	 13,879 	 26,716 

Purchase of treasury stock			   –	 (1,261)	 (8,677)

Treasury stock dividends received 			   1,135 	 –	 435 

Dividends paid to parent shareholders			   (128,783)	 (17,381)	 (55,517)

Dividends paid to minority shareholders			   (110)	 (101)	 (286)

Net cash flows from financing activities			   (127,050)	 (12,689)	 (54,010)

Net increase in cash held			   (72,255)	 16,302 	 55,745 

Cash position at beginning of year, comprising

Cash, bank in funds and deposits			   77,909 	 21,443 	 21,443 

Bank overdrafts			   (905)	 (184)	 (184)

Total cash position at beginning of year			   77,004 	 21,259 	 21,259 

Cash position at end of period, comprising

Cash, bank in funds and deposits			   4,749 	 37,561 	 77,909 

Bank overdrafts			   –	 –	 (905)

Total cash position at end of period			   4,749 	 37,561 	 77,004  
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The accompanying notes form part of these financial statements.

Consolidated Reconciliation of Operating Cash Flows
For the half year ended 27 January 2008

				    Half year ended	 Half year ended	Year  ended 
				    27 January 2008	 28 January 2007	 29 July 2007 
				    (Unaudited)	 (Unaudited)	 (Audited) 
			   Note	 $ 000	 $ 000	 $ 000

Profit after tax			   64,288 	 60,115 	 115,136 

Non-cash items

Depreciation and amortisation		  5 (c)	 19,189 	 16,832 	 35,409 

Share scheme amortisation			   1,367 	 1,025 	 2,219 

Movement in deferred tax			   (723)	 (3,177)	 (1,702)

Changes in fair value of financial instruments			   (364)	 322 	 (167)

Share of surplus retained by associate		  7	 (1,382)	 (1,460)	 (3,162)

Total non-cash items			   18,087 	 13,542 	 32,597 

Items classified as investing or financing activities

Net loss/(gain) on sale of property, plant & equipment and computer software		  (58)	 632 	 1,079 

Gain on disposal of joint venture			   –	 –	 (17,432)

Release of Australian divestment warranty provisions		  6	 (7,208)	 –	 (5,939)

Other investing and financing activities			   2,843 	 445 	 1,316 

Total investing and financing adjustments			   (4,423)	 1,077 	 (20,976)

Changes in assets and liabilities

Trade and other payables			   25,675 	 23,690 	 (10,034)

Provisions			   1,277 	 (2,272)	 (7,973)

Income tax			   4,175 	 31,972 	 35,138 

Trade and other receivables			   (5,301)	 (7,182)	 (7,083)

Inventories			   (39,046)	 (60,329)	 (7,243)

Total changes in assets and liabilities			   (13,220)	 (14,121)	 2,805 

Net cash flows from operating activities			   64,732 	 60,613 	 129,562
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(a) Principles of consolidation

The consolidated financial statements include the parent company 

and its subsidiaries, associates and joint venture investments. 

Subsidiaries have been consolidated using the purchase method. 

Subsidiaries are all those entities (including special purpose 

entities) over which the Group has the power to govern the financial 

and operating policies, generally accompanying a shareholding of 

more than one half of the voting rights. The existence and effect of 

potential voting rights that are currently exercisable or convertible 

are considered when assessing whether the Group controls 

another entity.

Subsidiaries are fully consolidated from the date on which control 

is transferred to the Group. They are de-consolidated from the date 

that control ceases. The purchase method of accounting is used to 

account for the acquisition of subsidiaries by the Group. Intercompany 

transactions, balances and unrealised gains on transactions 

between Group companies are eliminated.

(b) Joint ventures

Where the group invests in joint ventures, the group’s share of 

revenues, expenditures, assets and liabilities are included in the 

appropriate categories within the financial statements.

(c) Associates

Associates are all entities over which the group has significant 

influence but not control, generally accompanying a shareholding 

of between 20% and 50% of the voting rights. Associates have 

been recorded in the consolidated financial statements on an equity 

accounting basis which recognises the group’s share of retained 

surpluses in the income statement and its share of post acquisition 

increases or decreases in net assets in the balance sheet.

(d) Statement of cash flows

The following definitions are used in the statement of cash flows:

•	 �Operating activities are those principal revenue producing 

activities of the group that are not investing or financing activities.

•  	 �Investing activities are those activities relating to the acquisition, 

holding and disposal of property, plant and equipment and 

of investments.

•  	 �Financing activities are those activities that result in changes in 

the size and composition of the capital structure. This includes 

both equity and borrowings not falling within the definition of 

cash. Dividends paid in relation to the capital structure are 

included in financing activities.

•  	 �Cash comprises cash on hand and in transit, bank in funds and 

short term deposits offset by bank overdrafts.

•  	 �Cash flows relating to current and non-current borrowings are 

presented as net cash flows as gross cash inflows and outflows 

include day-to-day cash management.

1. Summary of Accounting Policies

The principal accounting policies adopted in the preparation of 

the financial report are set out below. These policies have been 

consistently applied to all the periods presented, unless otherwise 

stated. The financial report represents the consolidated entity 

consisting of The Warehouse Group Limited and its subsidiaries.

Reporting entity

The Warehouse Group Limited is a company registered under the 

New Zealand Companies Act 1993 and is listed on the New Zealand 

and Australian stock exchanges. The Warehouse Group Limited is an 

issuer for the purposes of the New Zealand Financial Reporting Act 

1993. The group is designated as a profit oriented entity for 

financial reporting purposes. The consolidated financial statements 

of The Warehouse Group Limited have been prepared in accordance 

with the New Zealand Companies Act 1993 and New Zealand 

Financial Reporting Act 1993. The reporting currency used in the 

preparation of the financial statements is New Zealand dollars, 

rounded to the nearest thousands.

Reporting period

The group reports its half year results on a 26 week basis and 

full year results on a 52 week basis. The current half year period 

is 30 July 2007 to 27 January 2008. The half year comparative 

period is 31 July 2006 to 28 January 2007. The prior full year 

comparative period is 31 July 2006 to 29 July 2007. These interim 

financial statements have been prepared in accordance with 

Generally Accepted Accounting Practice and NZ IAS 34: Interim 

Financial Reporting. 

Application of NZ IFRS 1 First-time Adoption of New Zealand 
Equivalents to International Financial Reporting Standards 
(NZ IFRS)

These financial statements are the group’s first financial statements 

to be prepared in accordance with NZ IFRS. NZIFRS 1 First-time 

Adoption of New Zealand Equivalents to International Financial 

Reporting Standards has been applied in the preparation of these 

financial statements. Financial statements of The Warehouse Group 

Limited until 29 July 2007 had been prepared in accordance with 

previous New Zealand Financial Reporting Standards (NZ FRS). NZ 

FRS differs in certain respects from NZ IFRS. When preparing The 

Warehouse Group Limited’s 2008 financial statements, 

management has amended certain accounting, valuation and 

consolidation methods applied in the NZ FRS financial statements 

to comply with NZ IFRS. The comparative figures in respect of 2007 

were restated to reflect these adjustments. Reconciliations and 

descriptions of the effect of transition from previous NZ FRS to 

NZ IFRS on the Group’s balance sheet and its net income are given 

in note 8.

Historical cost convention

These financial statements have been prepared under the historical 

cost convention, as modified by the revaluation of available-for-

sale financial assets, financial assets and liabilities (including 

derivative instruments) at fair value through profit or loss, and 

investment property.

Notes to the Financial Statements
for the half year ended 27 January 2008
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attributable to temporary differences between the tax bases of 

assets and liabilities and their carrying amounts in the financial 

statements, and to unused tax losses.

Deferred tax assets and liabilities are recognised for temporary 

differences at the tax rates expected to apply when the assets are 

recovered or liabilities are settled, based on those tax rates which 

are enacted or substantively enacted. The relevant tax rates are 

applied to the cumulative amounts of deductible and taxable 

temporary differences to measure the deferred tax asset or liability. 

Deferred tax assets are recognised for deductible temporary 

differences and unused tax losses only if it is probable that future 

taxable amounts will be available to utilise those temporary 

differences and losses. Deferred tax liabilities and assets are not 

recognised for temporary differences between the carrying amount 

and tax bases of investments in subsidiaries, associates and joint 

venture investments where the parent entity is able to control the 

timing of the reversal of the temporary differences and it is probable 

that the differences will not reverse in the foreseeable future. Current 

and deferred tax balances attributable to amounts recognised 

directly in equity are also recognised directly in equity.

(h) Goods and services tax (GST)

The income statement and statement of cash flows have been 

prepared so that all components are stated exclusive of GST. 

All items in the balance sheet are stated net of GST with the 

exception of receivables and payables which include GST invoiced.

(i) Cash and cash equivalents

Cash and cash equivalents includes cash on hand, deposits held 

at call with financial institutions, other short-term, highly liquid 

investments with original maturities of three months or less that are 

readily convertible to known amounts of cash and which are subject 

to an insignificant risk of changes in value, and bank overdrafts. 

Bank overdrafts are shown within borrowings in current liabilities 

on the balance sheet.

(j) Inventories

Inventories are stated at the lower of cost and net realisable value. 

Cost comprises direct purchase cost and an appropriate proportion 

of supply chain variable expenditure. Costs are assigned to individual 

items of inventory on the basis of weighted average costs. Net 

realisable value is the estimated selling price in the ordinary course 

of business less the estimated costs necessary to make the sale.

(k) Trade receivables

Trade receivables are recognised initially at fair value. Trade 

receivables are due for settlement no more than 120 days from the 

date of recognition for intercompany debtors, and no more than 60 

days for other debtors. Collectibility of trade receivables is reviewed 

on an ongoing basis. Debts which are known to be uncollectible are 

written off. A provision for doubtful receivables is established when 

there is objective evidence that the group will not be able to collect 

all amounts due according to the original terms of receivables. 

The amount of the provision is the difference between the asset’s 

carrying amount and the estimated recoverable amount. The amount 

of the provision is recognised in the income statement.

(e) Revenue recognition

Revenue is measured at the fair value of the consideration received 

or receivable. Amounts disclosed as revenue are net of returns, 

trade allowances and duties and taxes paid. Revenue is recognised 

for the major business activities as follows:

•  	 �Retail Sales – Revenue is recognised at the point of sale when 

delivery takes place and the associated risks of ownership have 

passed to the customer. Products sold to customers have a 

right of return, an estimate for such returns are provided for 

at the time of sale based on historical return rates.

•  	 �Vouchers – Revenue from the sale of vouchers (gift cards, 

refunds and Christmas club) are recognised when the voucher 

is redeemed and the customer purchases goods, or when the 

customer voucher is no longer expected to be redeemed, based 

on an analysis of historical redemption rates.

•	 �Lay-by-sales – Lay-by sales are recognised when legal title 

to the goods passes to the customer.

• 	 �Interest revenue – Interest revenue is recognised when it is earned.

•	 �Dividend income – Dividend income is recognised when the 

dividend is declared.

(f) Property, plant and equipment

Cost
The cost of purchased property, plant and equipment is the value of 

the consideration given to acquire the assets and the value of other 

directly attributable costs which have been incurred in bringing the 

assets to the location and condition necessary for their intended use. 

Cost may also include transfers from equity of any gains/losses on 

qualifying cash flow hedges of foreign currency purchases of property, 

plant and equipment. The cost of self-constructed assets includes 

the cost of all materials used in construction, direct labour on the 

project, financing costs, and costs of obtaining regulatory consents 

that are directly attributable to the project. Costs incurred on repairs 

and maintenance are charged to the income statement during the 

financial period in which they are incurred. 

Depreciation
Property, plant and equipment are depreciated on a straight line 

basis to allocate the cost, less any residual value, over their 

useful life. 

Estimated useful life of property, plant and equipment:

Freehold land	 indefinite 

Freehold buildings	 50 – 100 years 

Store fittings and equipment	 4 -–12 years 

Vehicles	 5 – 8 years 

Work in progress	 not depreciated

An asset’s carrying amount is written down immediately to its 

recoverable amount if the asset’s carrying amount is greater than its 

estimated recoverable amount. Gains and losses on disposals are 

determined by comparing proceeds with carrying amount. These are 

included in the income statement.

(g) Income tax

The income tax expense or revenue for the period is the tax payable 

on the current period’s taxable income based on the income tax rate 

adjusted by changes in deferred tax assets and liabilities 
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(iv) Share-based payments
Share-based compensation benefits are provided to employees 

in accordance with the group’s employee share option plan and 

executive share rights plan. The fair value of share options and 

share rights granted under the respective plans are 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 share options/rights.

The fair value at grant date of the share option/right are independently 

determined using an appropriate valuation model that takes into 

account the exercise price, the term of the share option/right, 

the vesting and performance criteria, the impact of dilution, the 

non-tradeable nature of the share option/right, the share price at 

grant date and expected price volatility of the underlying share, the 

expected dividend yield and the risk-free interest rate for the term 

of the share option/right.

At each balance sheet date, the group revises its estimate of 

the number of share options/rights that are expected to become 

exercisable. The employee benefit expense recognised each 

period takes into account the most recent estimate. Upon the 

exercise of the share options/rights, the balance of the share-based 

payments reserve relating to the share options is transferred to 

share capital and the reserve relating to share rights is transferred 

to treasury stock.

(q) Derivatives

The group is party to the following financial derivatives:

•  	 �Forward foreign exchange rate contracts and foreign 

currency options

•  	 Interest rate swaps 

•  	 Electricity hedge contracts

Derivatives are initially recognised at fair value on the date a 

derivative contract is entered into and are subsequently remeasured 

to their fair value. The method of recognising the resulting gain or 

loss depends on whether the derivative is designated as a hedging 

instrument, and if so, the nature of the item being hedged. The 

Group designates certain derivatives as hedges of highly probable 

forecast transactions (cash flow hedges).

The Group documents at the inception of the transaction the 

relationship between hedging instruments and hedged items, as well 

as its risk management objective and strategy for undertaking various 

hedge transactions. The Group also documents its assessment, 

both at hedge inception and on an ongoing basis, of whether the 

derivatives that are used in hedging transactions have been and will 

continue to be highly effective in offsetting changes in fair values or 

cash flows of hedged items.

(i) Cash flow hedge
The effective portion of changes in the fair value of derivatives 

that are designated and qualify as cash flow hedges is recognised in 

equity in the hedging reserve. The gain or loss relating to the 

ineffective portion is recognised immediately in the income statement.

Amounts accumulated in equity are recycled in the income 

statement in the periods when the hedged item will affect profit or 

loss (for instance when the forecast interest payment that is hedged 

takes place). However, when the forecast transaction that is hedged 

results in the recognition of a non-financial asset (for example, 

inventory), the gains and losses previously deferred in equity are 

transferred from equity and included in the measurement of the 

initial cost or carrying amount of the asset or liability.

(l) Investments

Investments are stated at the lower of cost or net realisable value.

(m) Leases

Leases in which a significant portion of the risks and rewards of 

ownership are retained by the lessor are classified as operating 

leases. Payments made under operating leases (net of any 

incentives received from the lessor) are charged to the income 

statement on a straight-line basis over the period of the lease. 

Lease income from operating leases is recognised in income on 

a straight-line basis over the lease term.

(n) Intangible assets

Computer software - All costs directly incurred in the purchase or 

development of major computer software or subsequent upgrades 

and material enhancements, which can be reliably measured and 

are not integral to a related asset, are capitalised as intangible 

assets. Direct costs may include internal payroll and on-costs for 

employees directly associated with the project. Costs incurred on 

computer software maintenance are expensed to the income 

statement as they are incurred. Computer software is amortised 

over the period of time during which the benefits are expected to 

arise, being two to ten years. Amortisation commences once the 

computer software is available for use.

(o) Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to 

amortisation and are tested annually for impairment. Assets 

that are subject to amortisation or depreciation are reviewed for 

impairment whenever events or changes in circumstances indicate 

that the carrying amount may not be recoverable. An impairment 

loss is recognised for the amount by which the asset’s carrying 

amount exceeds its recoverable amount. The recoverable amount 

is the higher of an asset’s fair value less costs to sell and value in 

use. For the purposes of assessing impairment, assets are grouped 

at the lowest levels for which there are separately identifiable cash 

flows (cash generating units).

(p) Employee benefits

(i) Wages and salaries, annual leave and sick leave
Liabilities for wages and salaries, including non-monetary benefits, 

annual leave and accumulating sick leave expected to be settled 

within 12 months of the reporting date are recognised in other 

payables in respect of employees’ services up to the reporting date 

and are measured at the amounts expected to be paid when the 

liabilities are settled. Liabilities for non-accumulating sick leave are 

recognised when the leave is taken and measured at the rates paid 

or payable.

(ii) Long service leave
The liability for long service leave is recognised in the provision for 

employee benefits and measured as the present value of expected 

future payments to be made in respect of services provided by 

employees up to the reporting date. Consideration is given to 

expected future wage and salary levels, experience of employee 

departures and periods of service. Expected future payments are 

discounted using market yields at the reporting date on national 

government bonds with terms to maturity that match, as closely 

as possible, the estimated future cash outflows.

(iii) Bonus plans
The Group recognises a liability and an expense for bonuses based 

on a formula that takes into consideration the profit attributable to 

the company’s shareholders after certain adjustments. The Group 

recognises a provision where contractually obliged or where there 

is a past practice that has created a constructive obligation.
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Provisions are not recognised for future operating losses. Where 

there are a number of similar obligations, the likelihood that an 

outflow will be required in settlement is determined by considering 

the class of obligations as a whole. A provision is recognised even 

if the likelihood of an outflow with respect to any one item included 

in the same class of obligations may be small.

(v) Segment reporting

A business segment is a group of assets and operations engaged in 

providing products or services that are subject to risks and returns 

that are different to those of other business segments.

(w) New Accounting standards and UIG interpretations

Certain new accounting standards and UIG interpretations have 

been published that are not mandatory for the current reporting 

period. It is not expected that these standards will have any material 

impact on the financial statements.

2. Commitments

Capital commitments not provided for at 27 January 2008 amount 

to $0.507 million (2007: $4.557 million) for the completion of 

store development.

3. Funding Lines

The group had unused bank facilities of $195.980 million at 

27 January 2008 (2007: $201.305 million).

4. Contingent Liabilities

The Warehouse Financial Services Limited

The Group has a 49% interest, and Westpac Holding-NZ-Limited 

a 51% interest in The Warehouse Financial Services Limited. The 

Commerce Commission has issued civil proceedings against Visa, 

MasterCard and 11 financial institutions including The Warehouse 

Financial Services Limited for alleged price-fixing in relation to credit 

card interchange fees. Further to the Commerce Commission’s 

allegations, a group of retailers has also brought an action against 

the same financial institutions seeking damages for the alleged 

price fixing of the credit card interchange fees. At this time it is not 

possible to quantify the amount of the liability, if any, that may arise 

out of these proceedings. No provision has been recognised in the 

accounts for this potential liability.

The Warehouse Australia

In November 2005 the group sold the assets of The Warehouse 

Australia. As part of the sale the group agreed to indemnify the 

purchaser against losses associated with the company’s property 

leases as a consequence of the change of ownership, pre-existing 

issues regarding the zoning of the properties and general warranty 

claims under the sale and purchase agreement. Where it is probable 

that a liability will arise, a provision has been made in the financial 

statements, however there are potentially residual exposures for 

unknown claims that can not be quantified.

The group has no other material contingent liabilities other than 

those arising in the normal course of business, being primarily 

letters of credit issued to secure future purchasing requirements 

and store lease commitments.

When a hedging instrument expires or is sold or terminated, or when 

a hedge no longer meets the criteria for hedge accounting, 

any cumulative gain or loss existing in equity at that time remains in 

equity and is recognised when the forecast transaction is ultimately 

recognised in the income statement. When a forecast transaction is 

no longer expected to occur, the cumulative gain or loss that was 

reported in equity is immediately transferred to the income statement.

(ii) Derivatives that do not qualify for hedge accounting
Certain derivative instruments do not qualify for hedge accounting. 

Changes in the fair value of any derivative instrument that does 

not qualify for hedge accounting are recognised immediately in the 

income statement.

(r) Fair value estimation

The fair value of financial assets and financial liabilities must 

be estimated for recognition and measurement or for disclosure 

purposes. The fair value of financial instruments traded in active 

markets (such as publicly traded derivatives, and trading and 

available-for-sale securities) is based on quoted market prices at 

the balance sheet date. The quoted market price used for financial 

assets held by the group is the current bid price; the appropriate 

quoted market price for financial liabilities is the current ask price.

The fair value of financial instruments that are not traded in 

an active market (for example, over-the counter derivatives) is 

determined using valuation techniques. The group uses a variety 

of methods and makes assumptions that are based on market 

conditions existing at each balance date. Quoted market prices or 

dealer quotes for similar instruments are used for long-term debt 

instruments held. Other techniques, such as estimated discounted 

cash flows, are used to determine fair value for the remaining 

financial instruments. The fair value of forward exchange contracts 

is determined using forward exchange market rates at the balance 

sheet date. The nominal value less estimated credit adjustments of 

trade receivables and payables are assumed to approximate their 

fair values. The fair value of financial liabilities for disclosure 

purposes is estimated by discounting the future contractual cash 

flows at the current market interest rate that is available to the 

group for similar financial instruments.

(s) Trade and other payables

These amounts represent liabilities for goods and services provided 

to the group prior to the end of financial year which are unpaid. 

The amounts are unsecured and are usually paid within 30 days 

of recognition.

(t) Borrowings

Borrowings are initially recognised at fair value, net of transaction 

costs incurred. Borrowings are subsequently measured at amortised 

cost. Any difference between the proceeds (net of transaction costs) 

and the redemption amount is recognised in the income statement 

over the period of the borrowings using the effective interest method.

Borrowing costs incurred for the construction of any qualifying 

asset are capitalised during the period of time that is required 

to complete and prepare the asset for its intended use or sale. 

Other borrowing costs are expensed. The capitalisation rate used 

to determine the amount of borrowing costs to be capitalised is 

the weighted average interest.

(u) Provisions 

Provisions for legal claims and service warranties are recognised when:

•  	 �the group has a present legal or constructive obligation as a 

result of past events;

•  	 �it is more likely than not that an outflow of resources will be 

required to settle the obligation; 

•  	 �and the amount has been reliably estimated. 
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5. Segment Information
				    Half year ended	 Half year ended	Year  ended 
				    27 January 2008	 28 January 2007	 29 July 2007 
				    (Unaudited)	 (Unaudited)	 (Audited) 
				    $ 000	 $ 000	 $ 000

(a) Revenue

The Warehouse 			   852,859 	 849,081 	 1,546,238 

Warehouse Stationery			   96,622 	 101,266 	 213,538 

Other Group operations		  	 5,142 	 5,372 	 8,913 

Intersegment eliminations			   (4,035)	 (4,664)	 (7,303)

Total			   950,588 	 951,055 	 1,761,386 

(b) Operating profit

The Warehouse 			   79,394 	 89,936 	 136,609 

Warehouse Stationery			   2,609 	 3,388 	 9,394 

Other Group operations			   1,290 	 48 	 3,276 

Total			   83,293 	 93,372 	 149,279 

(c) Depreciation and amortisation

The Warehouse 			   15,732 	 13,501 	 28,368 

Warehouse Stationery			   2,101 	 1,856 	 4,009 

Other Group operations			   1,356 	 1,475 	 3,032 

Total			   19,189 	 16,832 	 35,409 

(d) Purchase of property, plant & equipment and intangibles

The Warehouse 		  	 21,641 	 23,660 	 42,231 

Warehouse Stationery			   5,063 	 4,611 	 8,580 

Other Group operations			   527 	 3,808 	 9,694 

Total			   27,231 	 32,079 	 60,505 

(e) Total assets

The Warehouse 			   385,593 	 377,119 	 346,997 

Warehouse Stationery			   72,990 	 76,178 	 60,601 

Other Group operations			   172,011 	 205,308 	 186,764 

Operating assets			   630,594 	 658,605 	 594,362 

Cash and cash equivalents			   4,749 	 37,561 	 77,909 

Derivatives			   3,699 	 2,186 	 4,057 

Tax assets			   16,971 	 26,771 	 23,529 

Total			   656,013 	 725,123 	 699,857 

(f) Total liabilities

The Warehouse 			   145,694 	 152,567 	 123,156 

Warehouse Stationery			   20,410 	 22,828 	 16,793 

Other Group operations		  	 8,112 	 10,443 	 5,840 

Operating liabilities			   174,216 	 185,838 	 145,789 

Borrowings			   120,000 	 120,000 	 120,905 

Derivative financial instruments			   3,180 	 21,163 	 18,313 

Warranty provision			   7,440 	 19,983 	 14,667 

Total			   304,836 	 346,984 	 299,674 
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6. Provisions
				    Half year ended	 Half year ended	Year  ended 
				    27 January 2008	 28 January 2007	 29 July 2007 
				    (Unaudited)	 (Unaudited)	 (Audited) 
				    $ 000	 $ 000	 $ 000

Employee benefits			   31,847 	 30,757 	 30,700 

Make good costs			   2,236 	 2,181 	 2,086 

Sales returns			   2,613 	 2,707 	 2,633 

Warranty			   7,440 	 19,983 	 14,667 

Total			   44,136 	 55,628 	 50,086 

Current			   29,362 	 30,526 	 35,444 

Non-current			   14,774 	 25,102 	 14,642 

Total			   44,136 	 55,628 	 50,086 

Warranty

Provision at beginning of the year			   14,667 	 20,142 	 20,142 

Release of surplus provision			   (7,208)	 –	 (5,939)

Cash settlements			   (19)	 (159)	 (1,728)

Adjustment to asset disposal consideration		  	 –	 –	 2,192 

Provision at end of the period			   7,440 	 19,983 	 14,667 

In November 2005 the group sold the assets of The Warehouse Australia and as part of the sale the group agreed to indemnify the buyer 

of the business assets against potential losses associated with six specified property leases which were assigned to the buyer. The amount 

of the losses which can be claimed by the buyer in respect of these leases was capped in the sale and purchase agreement. The initial 

provision recorded at the time of the sale represented the full amount which could be claimed. 

In the previous year both parties negotiated an early settlement of three of the specified property leases. The settlement resulted in the group 

receiving a net payment of $1.663 million which included a recovery of $2.192 million in respect of excess provisions included in the net 

assets sold.

The deadline for the buyer to make a warranty claim on two of the remaining leases expired during the current half year period without a 

claim being filed. The last date under which the buyer can make a lease warranty claim in respect of the final lease is December 2011.

The sale and purchase agreement also contains a general warranty provision in respect of the assets sold. The buyer was required to notify 

the group of any general warranty claims before September 2007, with the exception of a few minor claims which the group is working to 

resolve, the group has not received any notification of any new warranty claims. During the current half year the group has released surplus 

provisions in respect of the two leases referred to above and the general warranty provision.

7. Investments
				    Half year ended	 Half year ended	Year  ended 
				    27 January 2008	 28 January 2007	 29 July 2007 
				    (Unaudited)	 (Unaudited)	 (Audited) 
				    $ 000	 $ 000	 $ 000

Investment at beginning of the year			   8,908 	 5,746 	 5,746 

Share of associates surplus before taxation			   2,098 	 2,179 	 4,755 

Less taxation			   (716)	 (719)	 (1,593)

Equity earnings of associate			   1,382 	 1,460 	 3,162 

Distributions received			   (4,753)	 –	 –

Investment at end of the period			   5,537 	 7,206 	 8,908 

The group has a 49% interest, and Westpac Holdings-NZ-Limited a 51% interest in The Warehouse Financial Services Limited.  

There have been no changes in the shareholders or the percentage shareholdings in the investment since the company was formed in July 2001. 

The Warehouse Financial Services Limited offers consumer credit and risk related products that include credit cards and basic insurance cover. 

The products and services are sold through The Warehouse stores as well as by direct mail and over the telephone.

The balance date of The Warehouse Financial Services Limited is 30 September. The share of associate earnings is based on audited financial 

statements for the period to 30 September and unaudited management accounts for the period commencing 1 October.
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8. Explanation of Transition to New Zealand Equivalents to Ifrs

As stated in note 1, these are the group’s first consolidated financial statements prepared in accordance with NZ IFRSs.

The accounting policies set out in note 1 have been applied in preparing the financial statements for the half year ended 27 January 2008, 

including the comparative information presented in these financial statements for the half year ended 28 January 2007 and in the preparation 

of the opening NZ IFRS balance sheet at 30 July 2006 (the group’s date of transition).

In preparing the opening NZ IFRS balance sheet and comparative information, the group has adjusted amounts previously reported in past 

financial statements to retrospectively align this information with the group’s new NZ IFRS accounting policies. An explanation of how the 

transition from previous NZ FRS to NZ IFRSs has affected the group’s financial position and financial performance is set out in the following 

tables and the notes that accompany the tables.

(1) Reconciliation of equity reported under previous NZ FRS to equity under New Zealand equivalents to IFRS.

(i) At the date of transition to NZ IFRS: 30 July 2006

CONSOLIDATED BALANCE SHEET

As at 30 July 2006 Effect of transition to NZ IFRS

Previous 
NZ FRS 

$ 000

Financial 
Instru- 
ments 

(a) 
$ 000

Share  
Based  

Payments 
(b) 

$ 000

Employee 
Benefits 

(c) 
$ 000

Assoc- 
iates 

(d) 
$ 000

Make  
good 

costs 
(e) 

$ 000

Sales 
Returns 

(f) 
$ 000

Reclass- 
ifications 

(g) 
$ 000

NZ IFRS 
$ 000

ASSETS

Current assets

Cash and cash equivalents	 21,443 	 –	 –	 –	 –	 –	 –	 –	 21,443 

Trade and other receivables	 18,761 	 –	 –	 –	 –	 –	 –	 –	 18,761 

Inventories	 247,527 	 –	 –	 –	 –	 –	 –	 –	 247,527 

Derivative financial instruments	 –	 9,636 	 –	 –	 –	 –	 –	 –	 9,636 

Taxation receivable	 37,610 	 –	 –	 –	 –	 –	 –	 –	 37,610 

Total current assets	 325,341 	 9,636 	 –	 –	 –	 –	 –	 –	 334,977 

Non-current assets

Property, plant and equipment	 305,625 	 –	 –	 –	 –	 –	 –	 (15,864)	 289,761 

Computer software	 –	 –	 –	 –	 –	 –	 – 	 15,864 	 15,864 

Investments	 4,889 	 –	 –	 –	 857 	 –	 –	 – 	 5,746 

Derivative financial instruments	 –	 485 	 –	 –	 –	 –	 –	 –	 485 

Deferred taxation	 11,255 	 (3,172)	 –	 1,721 	 –	 701 	 852 	 –	 11,357 

Total non-current assets	 321,769 	 (2,687)	 –	 1,721 	 857 	 701 	 852 	 –	 323,213 

Total assets	 647,110 	 6,949 	 –	 1,721 	 857 	 701 	 852 	 –	 658,190 

LIABILITIES

Current liabilities

Bank overdraft	 184 	 –	 –	 –	 –	 –	 –	 –	 184 

Trade and other payables	 155,907 	 –	 –	 –	 –	 –	 –	 (27,995)	 127,912 

Derivative financial instruments	 –	 254 	 –	 –	 –	 –	 –	 –	 254 

Provisions	 2,494 	 –	 –	 –	 –	 201 	 2,582 	 27,995 	 33,272 

Borrowings	 9,600 	 –	 –	 –	 –	 –	 –	 –	 9,600 

Total current liabilities	 168,185 	 254 	 –	 –	 –	 201 	 2,582 	 –	 171,222 

Non-current liabilities

Borrowings	 120,000 	 –	 –	 –	 –	 –	 –	 –	 120,000 

Borrowings – secured	 7,081 	 –	 –	 –	 –	 –	 –	 –	 7,081 

Derivative financial instruments	 –	 254 	 –	 –	 –	 –	 –	 –	 254 

Provisions	 17,648 	 –	 – 	 5,215 	 –	 1,924 	 –	 –	 24,787 

Total non-current liabilities	 144,729 	 254 	 –	 5,215 	 –	 1,924 	 –	 –	 152,122 

Total liabilities	 312,914 	 508 	 –	 5,215 	 –	 2,125 	 2,582 	 –	 323,344 

Net assets	 334,196 	 6,441 	 –	 (3,494)	 857 	 (1,424)	 (1,730)	 –	 334,846 

EQUITY

Share capital	 218,976 	 –	 –	 –	 –	 –	 –	 –	 218,976 

Treasury stock	 (7,628)	 –	 –	 –	 –	 –	 –	 –	 (7,628)

Employee share benefits reserve	 990 	 –	 5,093 	 –	 –	 –	 –	 –	 6,083 

Cashflow hedge reserve	 –	 6,781 	 –	 –	 –	 –	 –	 –	 6,781 

Translation reserve	 (3,068)	 –	 –	 –	 –	 –	 – 	 3,068 	 – 

Retained earnings	 124,647 	 (340)	 (5,093)	 (3,494)	 857 	 (1,424)	 (1,730)	 (3,068)	 110,355 

Parent shareholders’ interest	 333,917 	 6,441 	 –	 (3,494)	 857 	 (1,424)	 (1,730)	 –	 334,567 

Minority interest	 279 	 –	 –	 –	 –	 –	 –	 –	 279 

Total equity	 334,196 	 6,441 	 –	 (3,494)	 857 	 (1,424)	 (1,730)	 –	 334,846
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8. Explanation of Transition to New Zealand Equivalents to Ifrs (continued)

(1) Reconciliation of equity reported under previous NZ FRS to equity under New Zealand equivalents to IFRS (continued).

(ii) At 28 January 2007

CONSOLIDATED BALANCE SHEET

As at 28 January 2007 Effect of transition to NZ IFRS

Previous 
NZ FRS 

$ 000

Financial 
Instru- 
ments 

(a) 
$ 000

Share  
Based  

Payments 
(b) 

$ 000

Employee 
Benefits 

(c) 
$ 000

Assoc- 
iates 

(d) 
$ 000

Make  
good 

costs 
(e) 

$ 000

Sales 
Returns 

(f) 
$ 000

Reclass- 
ifications 

(g) 
$ 000

NZ IFRS 
$ 000

ASSETS

Current assets

Cash and cash equivalents		  37,561 	 –	 –	 –	 –	 –	 –	 –	 37,561 

Trade and other receivables		  28,208 	 –	 –	 –	 –	 –	 –	 –	 28,208 

Inventories		  307,857 	 –	 –	 –	 –	 –	 –	 –	 307,857 

Derivative financial instruments		  – 	 674 	 –	 –	 –	 –	 –	 –	 674 

Taxation receivable		  5,638 	 –	 –	 –	 –	 –	 –	 –	 5,638 

Total current assets		  379,264 	 674 	 –	 –	 –	 –	 –	 –	 379,938 

Non-current assets

Property, plant and equipment		  315,334 	 –	 –	 –	 –	 –	 –	 (18,234)	 297,100 

Computer software		  –	 –	 –	 –	 –	 –	 –	 18,234 	 18,234 

Investments		  6,349 	 –	 –	 –	 857 	 –	 –	 –	 7,206 

Derivative financial instruments		  –	 1,512 	 –	 –	 –	 –	 –	 –	 1,512 

Deferred taxation		  14,146 	 3,534 	 –	 1,840 	 –	 720 	 893 	 –	 21,133 

Total non-current assets		  335,829 	 5,046 	 –	 1,840 	 857 	 720 	 893 	 –	 345,185 

Total assets		  715,093 	 5,720 	 –	 1,840 	 857 	 720 	 893 	 –	 725,123 

LIABILITIES

Current liabilities

Trade and other payables		  174,787 	 –	 –	 –	 –	 –	 –	 (25,183)	 149,604 

Derivative financial instruments		  –	 12,307 	 –	 –	 –	 –	 –	 –	 12,307 

Provisions		  2,336 	 –	 –	 –	 –	 300 	 2,707 	 25,183 	 30,526 

Borrowings		  –	 –	 –	 –	 –	 –	 –	 –	 –

Total current liabilities		  177,123 	 12,307 	 –	 –	 –	 300 	 2,707 	 – 	 192,437 

Non-current liabilities

Borrowings		  120,000 	 –	 –	 –	 –	 –	 –	 –	 120,000 

Borrowings – secured		  8,856 	 –	 –	 –	 –	 –	 –	 –	 8,856 

Derivative financial instruments		  –	 589 	 –	 –	 –	 –	 –	 – 	 589 

Provisions		  17,647 	 –	 –	 5,574 	 –	 1,881 	 –	 –	 25,102 

Total non-current liabilities	 	 146,503 	 589 	 –	 5,574 	 –	 1,881 	 –	 –	 154,547 

Total liabilities		  323,626 	 12,896 	 –	 5,574 	 –	 2,181 	 2,707 	 –	 346,984 

Net assets		  391,467 	 (7,176)	 – 	 (3,734)	 857 	 (1,461)	 (1,814)	 –	 378,139 

EQUITY

Share capital		  232,855 	 –	 2,366 	 –	 –	 –	 –	 –	 235,221 

Treasury stock		  (7,656)	 –	 –	 –	 –	 –	 –	 –	 (7,656)

Employee share benefits reserve		  1,010 	 –	 2,801 	 –	 –	 –	 –	 –	 3,811 

Cashflow hedge reserve		  –	 (6,620)	 –	 –	 –	 –	 –	 –	 (6,620)

Retained earnings		  165,105 	 (556)	 (5,167)	 (3,734)	 857 	 (1,461)	 (1,814)	 – 	 153,230 

Parent shareholders’ interest	 	 391,314 	 (7,176)	 –	 (3,734)	 857 	 (1,461)	 (1,814)	 –	 377,986 

Minority interest		  153 	 –	 –	 –	 –	 –	 –	 –	 153 

Total equity		  391,467 	 (7,176)	 –	 (3,734)	 857 	 (1,461)	 (1,814)	 –	 378,139



The Warehouse Group Limited // Page 21

8. Explanation of Transition to New Zealand Equivalents to Ifrs (continued)

(1) Reconciliation of equity reported under previous NZ FRS to equity under New Zealand equivalents to IFRS (continued).

(iii) At 29 July 2007

CONSOLIDATED BALANCE SHEET

As at 29 July 2007 Effect of transition to NZ IFRS

Previous 
NZ FRS 

$ 000

Financial 
Instru- 
ments 

(a) 
$ 000

Share  
Based  

Payments 
(b) 

$ 000

Employee 
Benefits 

(c) 
$ 000

Assoc- 
iates 

(d) 
$ 000

Make  
good 

costs 
(e) 

$ 000

Sales 
Returns 

(f) 
$ 000

Reclass- 
ifications 

(g) 
$ 000

Tax 
Rate 

Change 
(h) 

$ 000
NZ IFRS 

$ 000

ASSETS

Current assets

Cash and cash equivalents	 77,909 	 –	 –	 –	 –	 –	 –	 –	 –	 77,909 

Trade and other receivables	 25,530 	 –	 –	 –	 –	 –	 –	 –	 –	 25,530 

Inventories	 254,770 	 –	 –	 –	 –	 –	 –	 –	 – 	 254,770 

Derivative financial instruments	 –	 1,325	 –	 –	 –	 –	 –	 –	 –	 1,325

Taxation receivable	 2,418 	 –	 –	 –	 –	 –	 –	 –	 –	 2,418 

Total current assets	 360,627 	 1,325 	 –	 –	 –	 –	 –	 –	 –	 361,952 

Non-current assets

Property, plant and equipment	 305,154 	 –	 –	 –	 –	 –	 –	 (21,568)	 –	 283,586 

Computer software	 –	 –	 –	 –	 –	 –		  21,568 	 –	 21,568 

Investments	 8,051 	 –	 –	 –	 857 	 –	 –	 –	 – 	 8,908 

Derivative financial instruments	 –	 2,732 	 –	 –	 –	 –	 –	 –	 –	 2,732 

Deferred taxation	 13,153 	 4,704 	 – 	 1,802 	 –	 688 	 869 	 –	 (105)	 21,111 

Total non-current assets	 326,358 	 7,436 	 –	 1,802 	 857 	 688 	 869 	 –	 (105)	 337,905 

Total assets	 686,985 	 8,761 	 –	 1,802 	 857 	 688 	 869 	 –	 (105)	 699,857 

LIABILITIES

Current liabilities

Bank overdraft	 905 	 –	 –	 –	 –	 –	 –	 –	 –	 905 

Trade and other payables	 135,608 	 –	 –	 –	 –	 –	 –	 (25,238)	 – 	 110,370 

Derivative financial instruments	 –	 18,076 	 –	 –	 –	 –	 –	 –	 –	 18,076 

Provisions	 7,366 	 –	 –	 –	 –	 207 	 2,633 	 25,238 	 –	 35,444 

Borrowings	 –	 –	 –	 –	 –	 –	 –	 –	 –	 –

Total current liabilities	 143,879 	 18,076 	 –	 –	 –	 207 	 2,633 	 –	 –	 164,795 

Non-current liabilities

Borrowings	 120,000 	 –	 –	 –	 –	 –	 –	 –	 – 	 120,000 

Derivative financial instruments	 –	 237 	 –	 –	 –	 –	 –	 –	 –	 237 

Provisions	 7,301 	 –	 –	 5,462 	 - 	 1,879 	 –	 –	 – 	 14,642 

Total non-current liabilities	 127,301 	 237 	 –	 5,462 	 –	 1,879 	 –	 –	 –	 134,879 

Total liabilities	 271,180 	 18,313 	 –	 5,462 	 –	 2,086 	 2,633 	 –	 –	 299,674 

Net assets	 415,805 	 (9,552)	 –	 (3,660)	 857 	 (1,398)	 (1,764)	 –	 (105)	 400,183 

EQUITY

Share capital	 245,692 	 –	 4,605 	 –	 –	 –	 –	 –	 –	 250,297 

Treasury stock	 (14,699)	 –	 –	 –	 –	 –	 –	 –	 –	 (14,699)

Employee share benefits reserve	 1,970 	 –	 614 	 –	 –	 –	 –	 –	 –	 2,584 

Cashflow hedge reserve	 –	 (9,324)	 –	 –	 –	 –	 –	 –	 122 	 (9,202)

Retained earnings	 182,547 	 (228)	 (5,219)	 (3,660)	 857 	 (1,398)	 (1,764)	 –	 (227)	 170,908 

Parent shareholders’ interest	 415,510 	 (9,552)	 –	 (3,660)	 857 	 (1,398)	 (1,764)	 –	 (105)	 399,888 

Minority interest	 295 	 –	 –	 –	 –	 –	 –	 –	 –	 295 

Total equity	 415,805 	 (9,552)	 –	 (3,660)	 857 	 (1,398)	 (1,764)	 –	 (105)	 400,183
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8. Explanation of Transition to New Zealand Equivalents to Ifrs (continued)

(2) Reconciliation of profit calculated under previous NZ FRS to profit under New Zealand equivalents to IFRS

(i) For the half year ended 28 January 2007

CONSOLIDATED INCOME STATEMENT

For the half year ended 28 January 2007 Effect of transition to NZ IFRS

Previous 
NZ FRS 

$ 000

Financial 
Instru- 
ments 

(a) 
$ 000

Share  
Based  

Payments 
(b) 

$ 000

Employee 
Benefits 

(c) 
$ 000

Make  
good 

costs 
(e) 

$ 000

Sales 
Returns 

(f) 
$ 000

Reclass- 
ifications 

(g) 
$ 000

Tax 
Rate 

Change 
(h) 

$ 000
NZ IFRS 

$ 000

Revenue	 951,719 	 –	 –	 –	 –	 (124)	 (540)	 –	 951,055 

Cost of sales	 (612,442)	 –	 –	 –	 –	 –	 540 	 –	 (611,902)

Gross profit	 339,277 	 –	 –	 –	 –	 (124)	 –	 –	 339,153 

Other income	 6,478 	 –	 –	 –	 –	 –	 –	 –	 6,478 

Employee benefits expense	 (136,067)	 –	 (269)	 (358)	 –	 –	 –	 –	 (136,694)

Lease and occupancy expenses	 (36,810)	 –	 –	 –	 (57)	 –	 –	 –	 (36,867)

Depreciation and amortisation  

   expense	 (16,832)	 –	 –	 –	 –	 –	 –	 –	 (16,832)

Other operating expenses	 (61,866)	 –	 –	 –	 –	 –	 –	 –	 (61,866)

Operating profit	 94,180 	 – 	 (269)	 (358)	 (57)	 (124)	 –	 – 	 93,372 

Loss on disposal of property	 (235)	 –	 –	 –	 –	 –	 –	 –	 (235)

Changes in fair value of financial  

   instruments	 –	 (322)	 –	 –	 –	 –	 –	 –	 (322)

Equity earnings of associate	 1,460 	 –	 –	 –	 –	 –	 –	 –	 1,460 

Earnings before interest and tax	 95,405 	 (322)	 (269)	 (358)	 (57)	 (124)	 –	 –	 94,275 

Net interest expense	 (4,807)	 –	 –	 –	 –	 –	 –	 –	 (4,807)

Profit before tax	 90,598 	 (322)	 (269)	 (358)	 (57)	 (124)	 –	 –	 89,468 

Income tax expense	 (29,637)	 106 	 –	 118 	 19 	 41 	 –	 –	 (29,353)

Profit after tax	 60,961 	 (216)	 (269)	 (240)	 (38)	 (83)	 –	 –	 60,115 

Minority interests	 25 	 –	 –	 –	 –	 –	 –	 –	 25 

Attributable profit	 60,986 	 (216)	 (269)	 (240)	 (38)	 (83)	 –	 –	 60,140 

(ii) For the year ended 29 July 2007

CONSOLIDATED INCOME STATEMENT

For the year ended 29 July 2007

Revenue	 1,761,677 	 –	 –	 –	 –	 (51)	 (240)	 –	 1,761,386 

Cost of sales	 (1,136,684)	 –	 –	 –	 –	 –	 240 	 – 	 (1,136,444)

Gross profit	 624,993 	 –	 –	 –	 –	 (51)	 –	 – 	 624,942 

Other income	 13,168 	 –	 –	 –	 –	 –	 –	 –	 13,168 

Employee benefits expense	 (261,563)	 –	 (351)	 (247)	 –	 –	 –	 –	 (262,161)

Lease and occupancy expenses	 (73,294)	 –	 –	 –	 39 	 –	 –	 –	 (73,255)

Depreciation and amortisation 

   expense	 (35,409)	 –	 –	 –	 –	 –	 –	 –	 (35,409)

Other operating expenses	 (118,006)	 –	 –	 –	 –	 –	 –	 – 	 (118,006)

Operating profit 	 149,889 	 –	 (351)	 (247)	 39 	 (51)	 –	 – 	 149,279 

Loss on disposal of property	 (542)	 –	 –	 –	 –	 –	 –	 –	 (542)

Changes in fair value of financial  

   instruments	 –	 167 	 –	 –	 –	 –	 –	 –	 167 

Gain on disposal of joint venture	 17,432 	 –	 –	 –	 –	 –	 –	 –	 17,432 

Gain on disposal of Australian assets	 5,939 	 –	 –	 –	 –	 –	 –	 –	 5,939 

Equity earnings of associate	 3,162 	 –	 –	 –	 –	 –	 –	 –	 3,162 

Earnings before interest and tax	 175,880 	 167 	 (351)	 (247)	 39 	 (51)	 –	 – 	 175,437 

Net interest expense	 (6,467)	 –	 –	 –	 –	 –	 –	 –	 (6,467)

Profit before tax	 169,413 	 167 	 (351)	 (247)	 39 	 (51)	 –	 –	 168,970 

Income tax expense	 (53,637)	 (55)	 –	 81 	 (13)	 17 	 – 	 (227)	 (53,834)

Profit after tax	 115,776 	 112 	 (351)	 (166)	 26 	 (34)	 –	 (227)	 115,136 

Minority interests	 (302)	 –	 –	 –	 –	 –	 –	 –	 (302)

Attributable profit	 115,474 	 112 	 (351)	 (166)	 26 	 (34)	 – 	 (227)	 114,834
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(b) Share options

Under previous NZ FRS no expense was recognised for the fixed 

price share options granted by the group in respect of the 2003 and 

2004 share option plans. NZ IFRS2 requires the fair value of these 

share options to be recognised as an expense over the period during 

which the employees become unconditionally entitled to the share 

options. The effect of this is:

(i) at 31 July 2006
A decrease in retained earnings and an increase in the employee 

benefit reserve of $5.093 million.

(ii) at 28 January 2007
An increase in employee expenses and an increase in the employee 

benefit reserve of $0.269 million. 

During the period 2,601,000 share options were exercised increasing 

share capital and decreasing the employee benefit reserve by 

$2.366 million representing the fair value of the options exercised. 

During the period 242,000 exercisable share options were forfeited. 

This resulted in a decrease in the employee benefit reserve and an 

increase in retained earnings of $0.194 million.

(iii) at 29 July 2007
An increase in employee expenses and an increase in the employee 

benefit reserve of $0.351 million. 

During the year 5,473,000 share options were exercised increasing 

share capital and decreasing the employee benefit reserve by 

$4.605 million representing the fair value of the options exercised. 

During the year 278,000 exercisable share options were forfeited. 

This resulted in a decrease in the employee benefit reserve and an 

increase in retained earnings of $0.225 million.

(c) Employee Benefits

NZ IAS19 requires a liability to be recognised for both vested and 

non-vested employee benefits based on the present value of the 

expected future obligation. Under previous NZ FRS the cost of 

employee long service leave and sick leave entitlements were not 

recognised until the benefits vested. The effect of recognising the 

non-vested employee benefits is:

(i) at 31 July 2006
To recognise an additional provision for employee benefits of 

$5.215 million, increase deferred tax assets by $1.721 million 

and decrease retained earnings by $3.494 million.

(ii) at 28 January 2007
An increase in employee expenses and provisions of $0.358 million, 

an increase in deferred tax assets of $0.118 million and a decrease 

to retained earnings of $0.240 million.

(iii) at 29 July 2007
An increase in employee expenses and provisions of $0.247 million, 

an increase in deferred tax assets of $0.081 million and a decrease 

to retained earnings of $0.166 million.

8. �Explanation of Transition to New Zealand 
Equivalents to Ifrs (continued)

(3) Notes to the reconciliations

(a) Financial Instruments
Under previous NZ FRS, financial instruments used by the group to 

hedge forecast transactions were recorded ‘off-balance’ sheet until 

the financial instruments were settled. NZ IAS39 requires all financial 

instruments, whether used as hedging instruments or otherwise, 

to be recognised at fair value in the balance sheet from inception. 

If the financial instrument qualifies for cash flow hedge accounting, 

the effective portion of changes in fair value is recognised in the 

cash flow hedge reserve until the forecast hedge transaction occurs. 

If a financial instrument does not qualify for cash flow hedge 

accounting, the mark to market fair value movement is recognised 

immediately in the income statement.

Derivatives that do not qualify for hedge accounting

The group’s electricity ‘contracts for difference’ and foreign currency 

options do not meet the criteria required to qualify for hedge accounting 

stipulated in NZ IAS39. The effect of recognising the fair value of 

these financial instruments is:

(i) at 31 July 2006
To record derivative liabilities of $0.508 million, increase deferred 

tax assets by $0.168 million and reduce retained earnings by 

$0.340 million.

(ii) at 28 January 2007
To record an expense and increase derivative liabilities by $0.322 

million, increase deferred tax assets by $0.106 million and decrease 

retained earnings by $0.216 million.

(iii) at 29 July 2007
To record income and decrease derivative liabilities by $0.167 million, 

decrease deferred tax assets by $0.055 million and increase 

retained earnings by $0.112 million.

Derivatives that qualify for hedge accounting

The group also utilises forward exchange contracts and interest rate 

swaps. These financial instruments qualified for cash flow hedge 

accounting. The effect of recognising the fair value of these financial 

instruments is:

(iv) at 31 July 2006
To record derivative assets of $10.121 million, decrease deferred 

tax assets by $3.340 million and credit the cash flow hedge reserve 

by $6.781 million.

(v) at 28 January 2007
To record a debit movement of $13.401 million to the cash flow 

hedge reserve and increase deferred tax assets by $6.600 million, 

recognising derivative liabilities of $12.065 million in respect of 

foreign exchange contracts and derivative assets of $2.186 million 

in respect of interest rate swaps.

(vi) at 29 July 2007
To record a debit movement of $16.104 million to the cash flow 

hedge reserve and increase deferred tax assets by $7.932 million, 

recognising derivative liabilities of $17.973 million in respect of 

foreign exchange contracts and derivative assets of $4.057 million 

in respect of interest rate swaps.
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(f) Sales returns 

Under previous NZ FRS when a customer returned product for a 

refund the cost of the refund was recognised at the time the product 

was returned. NZ IAS18 requires an estimate for such returns to be 

recognised at the time of sale where products sold to customers 

have a right of return. The effect of this is:

(i) at 31 July 2006
To recognise a provision for sales returns of $2.582 million, increase 

deferred tax assets by $0.852 million and decrease retained 

earnings by $1.730 million.

(ii) at 28 January 2007
A decrease in sales revenue and increase in provisions of $0.124 

million, an increase in deferred tax assets of $0.041 million and a 

decrease to retained earnings of $0.083 million.

(iii) at 29 July 2007
A decrease in sales revenue and increase in provisions of $0.051 

million, an increase in deferred tax assets of $0.017 million and a 

decrease to retained earnings of $0.034 million.

(g) Reclassifications 

(i) Intangibles
NZ IAS38 requires computer software assets to be reclassified as 

‘Intangible assets’. Under previous NZ FRS, computer software was 

classified as ‘Property, plant and equipment’.

(ii) Employee Entitlement Provisions
As a result of additional disclosures on the face of the balance 

sheet, employee provisions specifically relating to annual leave, 

sick leave and bonus payments previously classified as ‘Trade 

and other payables’ have been reclassified to ‘Provisions’.

(iii) Translation Reserve
NZ IFRS1 permits companies adopting NZ IFRS for the first time to 

take some exemptions from the full requirements of NZ IFRS when 

applying the standards to the comparative period. The group has 

applied the exemption relating to foreign currency translation reserves 

to reset the opening balance to zero on the date of transition.

(h) Tax rate change

As a result of the Government’s announcement in the May 2007 

budget to change company tax rates from 33 percent to 30 percent 

with effect from the 2009 financial year, temporary tax differences 

calculated after that date which are not expected to crystallise during 

the 2008 financial year have been revalued at the lower tax rate. 

Where the tax balance related to financial derivatives which qualified 

for cash flow hedge accounting the effect of the revaluation is treated 

as an adjustment to the cash flow hedge reserve. The effect of this 

on the adjustments made to the 29 July 2007 result is to record an 

additional tax expense of $0.227 million, record a credit movement 

of $0.122 million in the cash flow hedge reserve and reduce the 

deferred tax asset by $0.105 million.

(d) Associate

Non specific provisioning for doubtful debt is not permitted under 

NZ IFRS. This resulted in a reduction in the level of doubtful debt 

provisions held by the group’s associate, The Warehouse Financial 

Services Limited and increased in the value of the group’s investment. 

The effect of this is:

(i) at 31 July 2006
An increase in retained earnings and an increase in associate 

investment of $0.857 million.

(ii) at 28 January 2007
No effect on the half year profit. During the 2007 year associate 

earnings were recognised based on the associate’s NZ IFRS 

financial statements. Difference’s between previous NZ FRS 

earnings and NZ IFRS earnings during the year were immaterial.

(iii) at 29 July 2007
No effect on the full year profit.

(e) Make good costs 

Where an obligation exists to restore leasehold sites to their previous 

condition when a lease expires, NZ IAS37 requires recognition of a 

‘make good’ provision from the commencement of the lease. Under 

previous NZ FRS no expense was recognised for restoring these 

sites until the costs were incurred. The effect of this is:

(i) at 31 July 2006
To recognise a provision for make good costs of $2.125 million, 

increase deferred tax assets by $0.701 million and decrease 

retained earnings by $1.424 million.

(ii) at 28 January 2007
An increase in occupancy expenses and provisions of $0.057 million, 

an increase in deferred tax assets of $0.019 million and a decrease 

to retained earnings of $0.038 million.

(iii) at 29 July 2007
A decrease in occupancy expenses and provisions of $0.039 million, 

a decrease in deferred tax assets of $0.013 million and an increase 

in retained earnings of $0.026 million.

8. �Explanation of Transition to New Zealand 
Equivalents to Ifrs (continued)

(3) Notes to the reconciliations (continued)
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Board of Directors

Keith R Smith (Chairman)

John R Avery

Robert L Challinor

Graham F Evans

Ian R Morrice (Managing Director)

Janine L Smith

Stephen R Tindall

Chief Executive Officer

Ian Morrice

Chief Financial Officer

Luke Bunt

Company Secretary

Shehnaz Hajati

Place of Business

26 The Warehouse Way

Northcote, Auckland 0627

PO Box 33470, Takapuna

Auckland 0740, New Zealand

Telephone: +64 9 489 7000

Facsimile: +64 9 489 7444

Registered Offices

New Zealand

C/- BDO Spicers

Level 8, 120 Albert Street

PO Box 2219

Auckland, New Zealand

Australia

TWGA Pty Ltd

C/- Allens Arthur Robinson

Level 28

Deutsche Bank Place

Corner of Hunter & Phillip Streets

Sydney NSW 2000, Australia

Auditor

PricewaterhouseCoopers

Private Bag 92162

Auckland, New Zealand

Shareholder Enquiries

Shareholders with enquiries about share transactions, changes of 

address or dividend payments should contact the Share Registrar 

in the country in which their shares are registered.

New Zealand

Computershare Investor Services Limited

Level 2, 159 Hurstmere Road, Takapuna

Private Bag 92119, Auckland 1142

New Zealand

Telephone: +64 9 488 8777

Facsimile: +64 9 488 8787

Email: enquiry@computershare.co.nz

Website: www.computershare.co.nz

Australia

Computershare Investor Services Pty Limited

Yarra Falls, 452 Johnston Street

Abbotsford, VIC 3067

GPO Box 242

Melbourne, VIC 3001

Australia

Freephone: 1 800 501 366 (within Australia)

Telephone: +61 3 9415 4083 (overseas)

Facsimile: +61 3 9473 2009

Direct Crediting of Dividends

To minimise the risk of fraud and misplacement of dividend 

cheques, shareholders are strongly recommended to have all 

payments made by way of direct credit to their nominated bank 

account in New Zealand or Australia. Further information can 

be obtained from the Share Registrar.

Investor Relations

For investor relations enquiries email investor@twl.co.nz

Stock Exchange Listings

NZSX trading code: WHS

ASX trading code: WHS

Company Numbers

ARBN 094 719 089

NZ Incorporation: AK/611207

Website

www.thewarehouse.co.nz

Directory

The company is a member of the New Zealand Business 
Council for Sustainable Development (NZBCSD). 

The NZBCSD is a coalition of leading businesses united 
by a shared commitment to sustainable development 
via the three pillars of: economic growth, ecological 
balance and social progress. Its mission is to provide 
business leadership as a catalyst for change toward 
sustainable development and to promote eco-efficiency, 
innovation and responsible entrepreneurship.

New Zealand Business Council 
for Sustainable Development

The company is a member of the World Business  
Council for Sustainable Development (WBCSD).

The WBCSD is a coalition of 170 international companies 
united by a shared commitment to sustainable 
development via the three pillars of: economic growth, 
ecological balance and social progress.

World Business Council for 
Sustainable Development

Printed on paper from sustainable forests.




