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Dear Sir,

RE: 2004 ANNUAL REPORT

Please find attached the Company's 2004 Annual Report including its audited financial
statements.

Net profit for the year attributable to members amounted to $7.1 million equivalent to
14.6 cents per share. This compares with a profit of $10.0 million {20.8 cents per
share) previously reported to ASX on 31 August 2004 in the Preliminary Financial
Report.

The reduction in reported earnings arises because of the Company's decision to provide
for the outstanding balance as at 30 june 2004 under a judgment relating to a
contractual dispute made on the Company by DrillTec GuT Gmbh, a German company
and our joint venture partner on a contract we undertook in Hong Kong over 2000 and
2001. This provision amounted to approximately $3.5 million. The judgment is being
appealed by the Company in the Federal Court in Germany on both jurisdictional
grounds and points of [aw. While such actions are pending, this judgment cannot be
pursued against assets of the Company in Australia without further legal process within
Australia. The Company intends to fully defend its rights both in Germany and
Australia.

Notwithstanding that the Company strongly refutes the merit of any claim made on it by
DrillTec, and the process still required to be followed for any claim 1o be successful
against Lucas, the Company has decided to provide in full for the amount of the
outstanding amount 30 june 2004 as at under the judgment.

This provision is made under Accounting Standard AASB 1044 'Provisions, Contingent
Liabilities and Contingent Assets’ following the ASIC clarification of recognition of a
liability arising from a court judgement. Following this clarification, Lucas has decided
to provide for the amount outstanding in full notwithstanding that the appeal process
has not been completed.
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However, its notable that there are significant differences between the circumstances
underlying the ASIC clarification and those of Lucas. The Company is of the opinion that
effectively no valid judgment has been made against it because the judgment was
awarded in a jurisdiction outside Australia. Therefore, no provision is technically
reguired under the Australian Accounting Standard in this instance. Lucas has therefore
adopted a conservative stance.

Lucas' decision to provide for the whole of the amount ocutstanding under the judgment
was made only on 30 September 2004 and additional work required to complete the
accounts explains their late lodgement.

Lucas wishes to reiterate that it strongly denies the merit of the DrillTec ciaim and will
vigorously defend the action.

Since year end, Lucas has secured a number of projects, in line with expectations, and
anticipates continued sirong growth. it regrets the late {fodgement of the statutory
accounts which have arisen only for technicaf and regulatory reasons.

For further information, please call Tim Herlihy, Chief Financial Officer, on 9809 6866.

Yours faithfully,

N%chlas Swan
Company Secretary
A } LUCAS GROUP LIMITED
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A J Lucas Group Limited and its controlled entities

Directors’ report
For the year ended 30 June 2004

The directors present their report together with the financial report of AJ Lucas Group Limited {“the Company™} and
of the consolidated entity, being the Company and its controlled entities, for the vear ended 30 June 2004 and the

auditors’ report thereon.

Diirectors

The directors of the Company throughout and since the end of the financial year unless otherwise stated were:

Name, qualifications and Age

independence status

Allan Campbell BCom LLB 48
Executive Chairman and CEO, member
of Tender Review Committee

Andrew Lukas BE 57
Executive Director, member of Tender
Review Committes

Fan Stuart-Robertson AAIQS 54
Group General Manager and Executive

Director, chairman of Tender Review

Committes

Experience and special responsibilities

Mr Campbell acquired a conirelling interest in the Company
in 1995 following a successlul career In investment banking
and commerce including property, construction and building
materials. Sinee acquiring his shareholding, he has been
regponsible for the Company’s strategic direction and has
established s position as the leading sutsource provider of
infrastructure services in Australia.

Mr Lukas commenced employment witl the Company in
1975 initially as a project manager before becoming general
manager in 1977, He was appoinied a director in 1983,
After praduating in Civil Engineering from UNSW followed
by post graduate studies at the Pipeline School of the
University of Texas, he gained valuable experience with
Williams Brothers Company in the US and MacDonald
Wagner & Priddie and Translield in Australia. He
pioneered the development of directional drilling in
Australia and is an authority on this technology and pipeline
mstallation. He is also a leading proponent of this
teehnology in the development of the coal seam gas
extraction mdusiry in Australia.

He 15 an executive comnuttee member and past President of
the Australian Pipeline Indusiry Association (APIA)
representing pipeline owners, operators and contractors.

Mr Stuart-Robertson is a qualified quantity surveyor with
over 30 years experience in civil and building consiruction.
He has considerable expertise in general construciion and
project cost reporting systemns and slso makes a vital
contribution to the Group in his role as Tender Review
Committee Chairman. He was Managing Director of Stuart
Pty Limited at the time of its acquisition by the Company.
He was previously a non-executive director of the Company
and his role has been expanded to Group General Manager.
He 1s also non-executive director of quaniity surveyors John
Hollis & Partners.
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A J Lucas Group Limited and its controlled entities

Directors’ report
For the year ended 30 June 2004

Diirectors (continued)

Name, qualifications and Age
independence status

Martin Green FCA 59
Independent Non-Executive Director,
Chairman of Audit Committee

Garry O’Meally BSc¢, BE 68
[ndependent Non-Executive Director,
member of Audit Committee

Julian Gregory BA, 11 B 47
[ndependent Non-Executive Director,
member of Audit Committee

Experience and special responsibilities

Mr Green is a Fellow of the Institute of Chartered
Accountants and has been in practice for 30 years, in the
main speeialising in business recovery and insolveney. He
has substantial business and finance experience at senior
levels and was appoinied a non-execuiive director in 1999,
He has served on various sub-committees of the Board
including as Chairman of the due diligence committee on
acquisitions. His commercial and financial experience play
a vital role in assessing acquisition opportunities.

He s currently a Principal at Green Krejci, a former
Honorary Director/Treasurer of the National Trust of
Australia (NSW} and has served at various times in many
public roles and capacities.

Mr O’Meally has over 40 years experience in the oil and gas
mdustries, mainly with Australian Gas Light Company
where he served as General Manager of AGL Gas
Companies and later of AGL Petroleum. He was also
General Manager, Queensland and Northern Termritory, for
Santos Limited and has consulted to many energy
companies. He was appoinied a non-executive director in
1599,

He has also served as President of the Australian Gas
Association, as Councillor and Queensiand Chairman of the
Aastralian Petroleun: Production and Exploraiion
Association and as Executive Manager of APIA. Mr
O’Meally’s knowledge of the energy industries has been
vitally important in the Group’s expansion into is gas
management activities.

Mr Gregory is a qualified lawyer with considerable
commercial, financial and legal acumen and experience at
senior levels within both the private and public sectors. He
was previously managing director of international fund
manager, the TP Group, prior to which he was a partner in
the construction, infrasiructure and government areas of
Corrs Chambers Westgarth. He was appointed a non-
executive director on 29 April 2004,
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A J Lucas Group Limited and its controlled entities

Directors’ report
For the year ended 30 June 2004

Directors” meetings

The number of directors’ meeiings (including meetings of commitiees of directors} held during the financial year and
number of such meetings attended by each of the directors are:

Tender Review

Beoard of Directors Aundif committee comniiftee

Eeld Attended Eeld Aftended Held Attended
Allan Campbell 14 14 - - 21 14
Andrew Lukas 14 16 - - 21 16
[an Stuart-Robertson 14 13 3 3 21 21
Garry O'Meally 14 14 4 4 - -
Martin Green 14 14 4 4 - -
Julian Gregory 3 3 1 1 - -

Corporate Governance Statement

The board of directors 1s responsible for the corporate governance of ihe Group. This statement outlines the main
corporate governance practices. Hnless otherwise stated, these practices were in place for the entire year.

Board of directors

The directors of the Company are accountable to shareholders for the proper management of ihe business and affairs
of the Company.

The key responsibilities of the Board are to:

establish and monitor the corporate strategies of the Company;

£NSUTE proper corporate governance;

mionitor the performance of management;

ensure that appropriate risk management systems, internal controls and reporting systems and compliance
frameworks are in place and operating effectively;

monifor financial resulis;

approve decisions coneerning mvestments, acquisitions and dividends; and

+  comply with reporting and other requirements of the law.

* & = »

L]

The Board’s role and responsibilities are documented in a written Board Charter and is available on reguest.
Composition of the Board

The constitution of the Company provides that there must be between three and ten directors. Currently there are six
directors, half of whom are independent non-executive and the rest exeeutive. The executive directors are Mr Allan

Campbell (the Chairman and Chief Executive Officer), Mr lan Stuart-Robertson (Group General Manager) and Mr
Andrew Lukas.
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A J Lucas Group Limited and its controlled entities

Directors’ report
For the year ended 30 June 2004

Prior to the acquisition of Stuart Pty Limited, (“Stuaris”} a majority of the Board were non-executive alihough Mr
Stuart-Robertson was not independent by virtue of his sharcholding in the Company. Mr Stuart-Robertson was
managing director of Stuarts and following the acquisition of Stuarts, became an executive ditector of Af Lucas. My
Julian Gregory, an independent non-executive director, was appointed to the Board in Apri 2004, The Board is
conumniited to having a majority of independent non-executive divectors and is undertaking a search to appoit
another direetor to achieve (s

Directors are appointed for their mdustry specific expertise and commercial acumen. The Board believes that all the
directors can make, and do make, guality and independent judgements in the best interest of the Company. Whilst the
Chairman 1s also the Chief Executive Officer, his contribution to the Company is considered vital to direct the
strategy of the Company in this stil comparatively formative stage of the Company’s growth. The directors are able
to obtain independent advice at the expense of the Company.

Prior to the acquisition of Stuarts, the Board comprised only five directors and did not warrant a separate nomination
conumitice. Instead, the Board assessed the performance of individual directors and the Board as a whole. The
number of directors is now approaching levels where a separate nomination committee could coniribute to the Board
and the directors are considering the establishment of such a committee.

Ethical and responsible decision making

The Company has established a code of conduct to guide the directors and key executives in the management of the
Company’s affairs. The code of conduct includes disclosure of conflicts of interest and use of information not
otherwise publicly known or available. Any director with an interest in matters under consideration by the Board
must take no part in decisions relating to those matters.

Trading in Company securities

The Company has a share trading policy prohibiting direcfors and senior management and their associates from
trading in the Company’s securities other than in certain nominated periods (between two and thirty days following
ihe release of the half yearly and annual results and the annual general meeting) and at such other times as the Board
pernits. Such persons must obtain prior approval before conducting any trade.

Fntegrity in financial reporting

The Board has established an Audit Committes which provides assistance to the Board m fulfilling its corporate
governance amd oversight responsibilities in relation to the Company’s financial reporting, internal control systems,
risk management sysiems, regulatory compliance and external sudil.

The committee must consist of no less than two members all of whom must be independent non-executive directors.
At feast one member must have financial expertise and some members shall have an undersianding of the industry in
which the Company operates.

The principal roles of the Committee are to:

+  assess whether the accounting methods and statutory reporting applied by management are consistent and
comply with accounting standards and applicable laws and regulations;

+  meke recommendations on the appointment of the external auditors, assess their performance and
independence and ensure that management responds to audit findings and recommendations;
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A J Lucas Group Limited and its controlled entities

Directors’ report
For the year ended 30 June 2004

+  discuss the adequacy and effectiveness of the Company’s internal control systerms and policies to assess and
menage business risks and s legal and regulatory compliance programmes; and

+  ensure elfective monitoring of the Company’s compliance with its codes of conduct and Board policy
statements.

The Audit Conymitiee mects with the external auditors at least twice a year. The committee is authorised (o seek
mfornation from any employee or external party and obtain legal or other professional advice.

Timely and balanced disclosure

The Company has established policies and procedures designed 1o ensure compliance with ASX Lisiing Rules
disclosure reguirements so that investors have equal and timely access to all material information. Any broker or
analyst presentations is released to the ASX. The Company alse posts all information disclosed with ASX on its
website.

Clear communication with shareholders

The Company has a communication strategy o promole effective communication with shareholders. Communication
procedures melude ematling public announcements to shareholders where they have provided their address to the
Company and after acknowledgement of receipt of the announcement by ASX.

The Company requests the external auditors fo attend the annual general meeting and be available to answer
shareholders’ questions.

Risk identification and management

The Board has established policies on risk management. Risk assessment is conducied at the operational and
financial levels though respectively the Tender Review and Audit Commitiees.

The systems of internal financial controls have been determined by senior management of the Company and are
designed to provide reasonable bui not absolute protection against fraud, material misstatement or loss. The Chief
Executive Officer and Chief Financial Officer provide representation io the Audit Committee and the Board on the
risk management compliance and control systems for the Group.

Encourage enhanced performance

The performance of committees, individual directors and key executives is evaluated regularly by the Board. The
Board alse regularly evaluates the Board.

There has been no formal performance evaluation of the Board, the members of the Board, commiitees or individual
directors undertaken in the reporting period. The Board informally evaluates the performance of the Board | the
members of the Board, commilttees and individual directors during each meeting of the Board. The Board believes
that the individuals on the Board have made quality and independent judgements in the best inferesis of the Company
on all relevant issues during the reporting period. There has been a formal performance evaluation of all key
executives (other than the executive directors) during the reporting period.

Recognise interest of all stakeliolders
The Company has established various codes of conduct te guide compliance with legal and other obligations to
stakeholders and the community at large. These include ethical and work standards, employment practices including

oceupational health and safety and employment opportunities, environmental protection and authorised gaing. The
Company’s compliance and that of s employees is moniiored through internal audit.
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A J Lucas Group Limited and its controlled entities

Directors’ report
For the year ended 30 June 2004

Principal Activities

The principal activities of the consolidated entity during the course of the financial year were the engineering, design
and consiruction of projects relating to horizontal directional drilling {“HDD”), pipelines, degasification of coal
mines and well head monitoring, gas exploration, building and civil engineering services, and facilities management.

The Company has now commenced the Tlhird Phase of ity corporate development which is designed to produce a
stronger, more integrated and higher quality, maintainable carnings stream. This strategy is designed to:

Ensure a more congistent cash flow from core businesses;

Build annuity income streams;

Exploit and commercialise the Company’s proprietary technology;

Leverage the Company’s engineering expertise higher up the “food chain™; and

Broaden the geographical spread of activities, particularly with respect to coal seam gas and HDD
activities.

The key means of achieving the strategy are as follows:

¢ Secure a selected number of high profile larger projects for strategic clients in each of the pipeline, coal
seam gas and HDD divisions.

¢ Maintain a relatively small fixed overhead which focuses on engineering expertise, innovation,
commercial and risk management, regard to safety and environment and working with customers - the
Company’s core values and sirengths.

¢ CGrow the coal seam gas business into a fully integrated engineering consuliancy, project management,
drilling and gas management business providing a comprehensive range of degasification services.

¢ Create a factlities management / operations and maintenance capability for infrastructure that requires
intellectual understanding as well as detailed knowledge, 1o service not only ‘Lucas created’
infrastrueture but alse third party infrasiructure, particularly that owned by financial or non-operating
OWIIEIS.

The acquisition during the year of Stuart Piy Limited, a company with many years experience in construction (civil
engineering) and lacilities management, is a key component in the implementation of this strategy.

During the year, construction of the SEA Gas pipeline was completed, resulting in a decrease in turnover from ihe
previous corresponding period.

There were no other significant changes in the nature of the activities of the consolidated entity during the year.
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A J Lucas Group Limited and its controlled entities

Directors’ report
For the year ended 30 June 2004

Review and Results of Operations
Company Overview

The Consolidated Entity achieved an operating earnings before interest and tax {EBIT} of $12.7 million from
operating revenues of $116.8 million, a record result. This resulted in a net profit attribuiable to members of
£7.1 million.

The operating margin increased to 10.9% compared te 7.7% in 2003,

Summary of financial results

2604 2403 Change

$'m $’m %

Operating revenue 5116.8 $151.2 (22.73
Total revenue 51235 $154.9 (2033
EBITDA $17.3 $16.8 3.0
Operating EBIT $12.7 $11.6 a5
Net EBIT $6.5 $10.4 (37.5}
Profii before tax $6.7 $10.8 (37.9%
Net profit attributable to members $7.1 577 {717}
Total assets $84.4 $83.6 {1.4)
Net assets $44.3 $30.7 44.2
Operating margin 0% 7.7% 41.6
Earnings per share 14.6¢ 18.9¢ (22.8)
Dividend per share 8.0¢ R.0¢ -
Net tangible assets per share B6.8¢ 73.4¢ 21.7

Operating EBIT & Margin

Earnings before interest and tax were adversely affected by a number of non-operating expenses, most particularly a
contractual dispute with DriliTec Gut GbmH, a German Consolidated Entity and our joint venture pariner ona
contract performed over 2000 and 2001. At 30 June 2604 our German lawyers have confirmed approximately $3.3
million is outstanding in respect of the judgment against the Consolidated Entity. The Consolidated Entity
vigorously denies the merits of the ¢laim, however has provided for the amount in full. An amount of $1.7 million
was also paid during the year under a guarantee to DriliTec given by a Director, which was indenmified by ihe
Consolidated Entity. The Consolidated Entity intends to fully defend its position both in Germany and Australia
including recovery of this guarantee payment.

The total of the non-operating expenses and their impact of the Consoldated Entity’s result is shown in the following

table:
2604 2003 Change
$m Fm %o
Operating EBIT 12.7 11.6 9.5
Less non-operating expenses
Payment made to DrillTec under guarantee (1.7} -
Provision against DriliTec contractual dispute (3.3) -
Legal expenses (1. (1.5
Coal seam gas research and development 6.2) 0.2
Net EBIT _6.35 104
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A J Lucas Group Limited and its controlled entities

Directors’ report
For the year ended 30 June 2004

Divisional performance

Coniributions from the business divisions were as follows:

Revenue Profit before tax Margin
2004 2603 2004 20683 2004 2603
Bivision $m $m $m Sm Yo Y
Pipelines 55.8 123.3 6.8 12.8 12.2 16.4
HDD 12.9 159.1 2.8 2.1 21.7 11.0
(fas Management 13.8 8.7 1.2 {6.5) 8.7 (5.8)
Specialist Infrastructure 34.2 - 0.8 - 2.3 n'a

Fipelines

Pipeline revenue reduced by 54.7% as the SEA Gas project was concluded during the year. The Group also
completed the Bass Gas project, a 70 km pipeline joining the shore crossing to the existing pipeline system at
Pakenham.

Pipeline margin improved to 12.2% from 10.4% in part because of the timing of the stage of completion on the
varicus pipeline contracts and the feasibility study on the Kangarco Paw project.

Horizontal directional drilling (HDD}

HDD revenue declined by 32.4% w0 $12.9 million. This reflected the long lead time between ihe award of new
projects and their commencement due o the extensive planning and mobilisation required. Further, several new
contracts, which the Group confidently expects to be awarded, have been delayed to 2004/05. The profit margin
showed further improvement to 21.7% compared to 11.0% in the prior year. This reflects the higher marging
obtained from projects undertaken in Asia. The HDD performance does not include the payment of $1.7 million and
the provision of $3.3 million made in respect of the DriliTec contractual dispute as they are considered a non-
operating expenses.

Gas management

Tumover again grew strongly increasing by 58.6% over the prior year to $13.8 million. The division has now
reached a size where it can comfortably cover its overheads and returned a profit of $1.2 million, a margin of 8.7%.
This was an excetlent result given the division only achieved a break even level of turnover during the yvear and a
margin during the first half of just 4.4%.

Specialist infrastructure services

Stuart Piy Limited, acquired during the year for $1.24 million, earned $6.8 million after tax and before Lucas
overhead on a turnover of $34.2 million. This was significant turaround given the company lost $0.3 million in the
first half. The Stuart Group has been successlully integrated into Lucas and is already making a contribution to
(iroup earnings.

Income tax expense (ITE)

This year the Company had an income tax benefit of $164,000. The reduction principally came about because of a
$1.0 million benefit from research and development grant tax concessions and $2.0 mitlion from the change in tax
tegislation relating to taxation on overseas earnings.

Net loss ativibuted to outside equity interest

As noted above, Stuart made a net afier tax foss during the first half of $0.3 million. Whilst effective control of
Stuart passed to Lucas from 1 July 2003, beneficial ownership only oceurred from 1 January 2004, The first half
toss has therefore been excluded from the results.
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A J Lucas Group Limited and its controlled entities

Directors’ report
For the year ended 30 June 2004

Significant movements in Statement of Financial Position

Cash and payables reduced subsiantially from last year principally due to the completion of the SEA Gas project
during the year. Inventories increased because of the acguisition of Stuart Pty Ltd ($6.7 million), the growth of the
gas management services business {$2.6 million}and various HDD) projects.

Review of Principal Businesses
Horizonta! Directional Drifling (HDID)

Lucas’ strategy is to focus on projects which require a large degree of engineering and HDD expertise. Lucas
provides a drilling and engineering services capability as well as execution of projects. This strategy allows
maxinuim uttlisation of physical and human resources and provides better opportunity for margin enhancement and
risk management.

Lucas 1s currently working wiih clients on a number of projects in Australia, South East Asia and the Pacific Region.
The Company has submitied tenders for, or is currently negotiating contracts totalling approximately $57 million in
value in Australia and South East Asia. We remain optimistic about all our potential HDD projects.

Domestic competition has inereased with two new HDD contractors entering the Australian market. Thisis a
reflection of the growing maturity of HDE) fechnology and market acceptance of it to solve infrasiructure problems.
Lucas however remains the biggest participant in the Australian market and the only HDD business to offer technical
and engineered solutions.

Pipelines
The SEA Gas and Bass Gas pipelines have been completed successfully and handed over to the respective clients.

The principal thrust of the pipeline division has been to seeure several of the larger projects planned in the nexi few
years together with winning our market share of the smaller projects.

The outlook for the pipeline sector is very positive during the next 3-3 year time horizon. Pipelines however, by
their very nature, are “spiky” in terms of revenue and care must be taken over which projects to tender. Lucas has a
carefully considered plan in relation to prospective pipeline projects, having regard to risk and value add.

Gas Management Services

This business has grown 450% during the past two years and is expected to double again during the current financial
year.

Lucas has now undertaken projects for all of the major coal mine companies in New South Wales and Queensland
and established & market reputaiion as an innovative and cost effective solution provider. During the year, the
Company completed for OQaky Creek Coal Mine in North Queensland the largest degasification project ever from the
surface, with results that manifestly demonstrate the benefits of employing this technology.

The Company is continuing to develop further technologies in the surface to seam area and its involvement in the
CRC for Mining Technology and Equipment is expected to produce favourable resulis and new methodologies ready
for commercial exploitation in 2005,

Spectalist Infrastructure Services

The acquisition and integration of Stuart has been very successful. Stuart produced a maiden profit afler tax and
before Lucas overhead of $6.8m. The total purchase consideration was 600,060 ordinary shares in the Company.
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Directors’ report
For the year ended 30 June 2004

The purchase was carnings per share aceretive from the date of acquisition.  Additional senior management has been
recruited and the business is being reposiiioned following the formulation of a new business plan.

Facilities Management/Operations & Maintenance

The services provided to the Sydney Opera House continue o grow. A memorandum of undersianding has now
been executed in relation to the purchase of a facilities management services provider specialising in the Hght
industrial food and beverages sector most particularly in the aviation indusiry. This acquisttion would sirongly
complement our existing facilities management services provided at the Opera House and is expected to further
spearhead the growth of this division.

State of affairs

Significant changes in the state of affairs of the consolidated entity during the financial year were as follows:

2004
Fuily paid ordinary shares increased during the year as follows: $'008
- Private placement of 5,000,000 shares for cash at $2.00 per share to provide
additional working capital of $10.000,000 less transaction costs of $361,600 9,699
- lssue of 350,000 shares as initial consideration for the acguisition of Stuart Pty
Limited 651
- Issue of 100,000 shares resulting from the exercise of options under the Executive
Share Option Plan at $1.00 per share 106
- Issue of 59,280 shares under the Employee Share Acguisition Plan -
[nerease in fully paid capital 10,450

Dividends

Dividends paid or declared by the Company to members since the end of the previous financial year are shown in the
following table. Dividends paid were unfranked bui the final dividend for 2003/04 will be franked at 50%.

Cents per  Total amount Franked/
share $000  Unfranked  Date of Payment
Declared and paid during the year
Final 2003 ordinary 4.5 2,048 unfranked 16 December 2003
Interim 2004 ordinary 33 1,779 unfranked 24 June 2004
3.827
Declared after end of vear
Final 2004 ordinary 4.5 2,302 50% franked 16 December 2004
6,120
Dealt with in the financial reporis as:
- Dyividends 3,827
- Noted as a subsequent event 2,302
6,120
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Directors’ report
For the year ended 30 June 2004

The final dividend declared afier the year end in respect of the full year results was left unchanged at 4.5 cents per
share. The Board decided to leave the dividend unchanged, making 8.0 cents for the year, despite the increase in
earnings per share, to conserve the Company’s financial resources because of the atiractive prospects for 2004/05.

Environmental regulations and native title

Ag Infrastrecture engineers, meeling siringent environmental and land use regulations, including native title issues,
are an important element of our work. One of the key benefits of directional drilling is its ability to avoid or
substantially mitigate environmenial impact.

Lucas is commitied to identifying environmental risks and engineering solutions to avoid, minimise or mitigate them.
We work closely with all levels of government, landholders, Aboriginal Land Councils and other bodtes o ensure
our activities have minimal or no effect on land use and areas of environmental, archacological or cultural
importance.

Group policy requires all operations Lo be conducted in a manner that will preserve and protect the environment.
The Dhirectors are not aware of any significant environmental incidenis, or breaches of envirenmental regulations
during or since the end of the year.

Events subsequent to reporting date

Since 30 fune 2004, the following events have occurred:

»  The Company paid the residual deferred consideration for the acquisition of Stuart with the issue of
250,000 shares in the Company.

»  The Company has entered into a Memorandum of Undersianding to purchase a business which provides
facilities management service to the food and beverages sector specialising in the aviation mdusiry.

» A dividend was declared of 4.5 cenis per share. Refer to Note 21 for further details.

Other than the matters discussed above, there has not arisen i the interval between the ead of the financial year and
the date of this report any Hem, transaction or event of & material or unusual nature likely, in the opinion of the
directors of the Company, to affect significantly the operations of the consclidated entity, the results of those
operations, or the state of affairs of the consolidated entity, in future financial years.

Likely developments

Lucas, at the completion of its Phase Three growth phase, aims to be a niche, focused, vertically integrated
infrastructure services business with an emphasis on the oil and gas, water and waste water, mining, property and
construction sectors. The structure of the business s designed to weather the various business and sector cycles,
with a low fixed cost base directed towards high margin business, requiring engineering excellence and innovation,
and Involving a number of complementary but self supporting income streams. This will be achieved by continued
mvestment in the Company’s technologies, targeted marketing and selected acguisitions.
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Diirectors’ and senior executives’ emoluments

Remuneration levels are competitively set o attract and retain appropriately qualified and experienced directors and
senior executives. Remuneration packages are considered by the Board as a whole and include a mix of fixed and
incentive pay reflecting short and long-term performance objectives. Each mdividual is agsessed on their
contribution to the Group and their remuneration structured in a manner consisient with their ability to influence the
outcome of their business division.

Executive directors and senior executives may receive bonuses generally in the form of equity. Rights are issued
under the Management Rights Plan (made in accordance with thresholds set in place approved by shareholders at the
2001 AGM) either with or without performance hurdles depending on the individual.

Non-gxecutive directors do not receive any performance related remuneration but may be issued shares as part of
iheir fees. All eguity based remuneration is made in accordance with plans approved by sharcholders.

The remuneration policy provides that directors and senior execuiives may maintain loans from the Company. All
such loans are made at conumercial rates and therefore do not represent a benefit to the recipient or aitract fringe
benefit tax. [nterest on the loans is payable quarterly in arrears. No loan amounts have been written down as ihe
balances are considered fully collectible.

Details of the nature and amount of the remuneration of each director of the Company and each of the five highest
remunerated executives of the Company and consolidated entity are:

Base
remuneration Other Super-  Rights Other
salarv/fees  benefits annuantion Issued'  benefits’ Total
b3 $ 3 b3 % 5

Directors
Executives
A Campbell 364,410 - - 100,208 7000 471,018
A Lukas 232,062 9,402 18,006 100,208 7600 366,672
I Stuart-Robertson 213,500 - - - 7000 226,560
Non-executive
G O'Meally 30,060 - - - 7,000 37,000
M Green 30,000 - - - 7,000 37,000
I Gregory 27,525 - - - 1,000 28,525
Executive officers {excluding
directors)
Consolidated entity
K Lester 277,361 - 12,876 188,400 1,000 479,631
T Herlihy 201,109 36,650 20,600 104,667 1,000 357,426
B Tredinnick 130,144 37,580 12,246 62,800 1,600 243,764
M Tonkin 134,318 15,060 10,800 188,400 1,000 349518
I Stuart-Robertson 115,000 48,922 10,350 104,667 1,000 279,939
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A J Lucas Group Limited and its controlled entities

Directors’ report
For the year ended 30 June 2004

| The rights to acquire shares in the Company were approved by shareholders at the annual general meeting
held on 28 November 2001, The fair value of the rights is calculated at the date of grant using a Black-
Scholes model and allocated to each reporting period evenly over the period from grant date to vesting date.
Assuming the performance hurdle is satisfied, where set, and the rights are exereised, the shares will be
issued for nil consideration. Accordingly, the value of ihe rights 1s the market value of the shares at the date
of grant. The value disclosed above is the portion of the fair value of the options allocated to this reporting
period. The fair value has not been recognised as an expense in the {inancial statements.

2. Fees of $27,525 paid to Mr Gregory comprised fees for consultancy services provided at normal market
rates.

The remuneration amounts disclosed in Note 29 differ from those in this table due (o differences in definitions of
remuneration between the Corporations Act 2001 and AASB1046 Direcior and Executive Disclosure by Disclosing
Entities.

Management Rights granted to directors and senior executives

During the financial year, the Company granted rights for no consideration over unissued shares in Al Lucas to the
following five most highly remunerated officers of the Company as part of their remuneration:

Number of
Officers rights granted Expiry date
Kevin Lesier 180,606 28 May 2069
Tim Herlihy 160,606 28 May 2069
Brett Tredinnick 60,600 28 May 2009
Mark Tonkin 180,606 28 May 2009
John Stuart-Robertson 160,606 28 May 2069

No rights were granted to directors during the financial year. No rights have been granted since the end of the
financial year.

Unissued shares under option or rights

At the date of this report unissued shares of the Company under option or righis are:

Expiry date Exercise price Number of shares
23 December 2067 $0.60 306,000
28 May 2609 $0.60 1172050

All rights expire on the earlier of their expiry date or termination of the employee’s employment or cessation of the
officer’s service. 24,000 rights have been cancelled since the end of the financial year because of the cessation of the
employee’s employment. In addition, the ability to exercise the rights 1ssued to the executive divectors is conditional
on the consolidated entity achieving certain performance hurdles as described earlier in this report.

The rights do not entitle the holders to participate in any other share issue of the Company.
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Shares issued on exercise of rights

During or since the end of the financial year, the Company issued ordinary shares as result of the exercise of rights as

follows:
Number of shares Amount paid on
each share
111,860 BNl

There were no amounts unpaid on the shares issued.

Directors® shareholdings and other interests

The relevant interest of each director and their director related entities in the shares and righis over shares issued by
the Company, as notified by the directors to the Australian Stock Exchange in accordance with Seetion 205G{1) of
the Corporations Act 2001, at the date of this report are as follows:

Ordinary Shares Rights issued under
Management Rights Plan

Allan Camypbell 10,056,750 250,000
Andrew Lukas 6,121,540 250,000
[an Stuart-Robertsen 1,380,750 -
Martin Green 75,000 -
Garry O’Meally 109,180 -

Indemnification and insurance of officers and auditors

Endemnification

The Company has agreed to indemnify all directors and officers of the Company against all liabilities including
expenses to another person or eatity (other than the Company or a related body corporate) that may arise from their
posttion as directors or officers of the Company and its controlied entities, except where the liability arises out of
conduct involving a lack of good faith.

No indemmity has been provided to the auditor of the Company.

Insurance Premiums

Since the end of the previous financial year, the Company has paid premiums in respect of Directory’ and Officers’
Hability and legal expenses insurance coniracts for the year ended 30 June 2004 and, since the end of the financial

year, the Company has paid or agreed to pay premiums in respect of Directors” and Officers’ insurance for the year
ending 30 June 2005,
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Rounding off

The Company is of a kind referred to in ASIC 98/160 dated 10 July 1998 and, in accordance with that Class Order,
amounts in the directors’ report and the financial report are rounded off to the nearest thousand dollars, uniess
otherwise stated.

Dated at Sydney, this 30th day of Sepiember 2004,

Stgoed in accordance with a resolution of the directors pursuant to 8.298 (2) of the Corporations Act 2061

4 SR

Alan Stuart Campbell [an Stuart-Robertson
Chairman Director
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A J Lucas Group Limited and its controlled entities

Statements of financial performance
For the year ended 30 June 2004

Consolidated Company
Nate 2404 2603 2004 24413
$’ 008 $000 $°080 008
Revenue from rendering services 2 116,760 151,162 - -
Other revenue from ordinary activities 2 6,773 3,724 9458 3,828
Fotal revenue 2 123,533 154 88o 048 3,828
Subcontracior costs (36,006) {43,193) - -
Material costs {36,779 (47,740) - -
Plant and other construction costs (12,510% {22,734 . -
Employee expenses (21,388} (16,080) - -
Depreciation and amorlisation expenses i {4,633} (5,183) (30 (126
Borrowing costs 3(by (986} {581) {8923 (874)
Debt recovery and legal costs {OR1} (998) . -
Net foreign exchange loss - (1n - (331)
Write-ofT of subsidiary loans - - (1,208} -
Other expenses incurred in ordinary activities {3,572} {7,501) {72} {3
Profit/{loss) from ordinary activities before
related income tax 6,678 10,759 {1,254) 2,473
[ncome tax benefit{expense) relating o
ordinary activities 3(a) 104 (3.616) {1,308} 167
Profit/{loss) from ordinary activities after
related income tax 6,782 7,743 {2,562} 2,644
Net loss attributable to outside equity interest 270 - - -
Net profit/{loss) atfributable fo members of
the parent entity 20 7,052 7,743 {2,562} 2,640
Non-owner transaction changes in equity
{Decrease)/increase in assel revaluation
reserve:
Fair value adjustment 19 {94} 1058 - -
Fotal changes in equity from non-owner
related transactions attributable to the
members of the parent entity 22 6,958 2,801 {2,562} 2,644
Basic earnings per share (cents) 6 14.6 18.9
Diluted earnings per share {cents) 6 144 18.6

The statements of financial performance are to be read in conjunction with the notes to the financial statements set
out on pages 22 to 72.
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A J Lucas Group Limited and its controlled entities

Statements of financial position
as at 30 June 2004

Consolidated Compuany
2004 2003 2604 2603

Neate S080 $’808 $°6800 $°000
CURRENT ASSETS
Cash agsets 8 14,203 31,625 229 167
Receivables 9 25,676 26,791 - 57
Inventories 10 18,559 4,356 “ “
Other 11 - 329 - -
Total Current Assefs 58,438 63,101 229 224
NON-CURRENT ASSETS
Recelvables 9 - - 57,940 54,579
Plant and equipment 12 18,509 17,053 - -
Intangible assets 13 2.918 1,786 1,786 1.816
Dieferred tax assets 3dy 1.598 2,065 1,518 734
Other 14 2,969 1,605 1,260 19
Total Non-Current Assefs 25,994 22,509 62,504 57,144
Total Assefs 84,432 85,616 62,733 57.368
CURRENT LYABILITIES
Payables 15 20,778 41,573 465 269
Interest-bearing habikities 16 5,857 3,506 - 1,504
Current tax habilities 5{b) 1,359 1,444 - -
Provisions 17 4,419 626 - -
Total Current Lizbilities 32,413 47,146 465 1,769
NON-CURRENT LIABILITIES
Payables 15 - - 10,627 12,866
Interest-bearing habilities 16 2,559 2.04% - -
Dieferred tax labilities 5e) 4,847 5,443 4,847 -
Provisions 17 3469 289 - -
Total Non-Current Liabilities 7,755 7,781 15,474 12,866
Total Liabilities 40,168 54,927 15,939 14,635
Netf Assets 44,264 30,683 46,794 42,733
EQUITY
Contributed equity 18 28,628 18,178 28,628 18,178
Reserves 19 964 1,058 14,533 24,533
Retained profits/{accumulated losses) 20 14,672 11,447 3,633 22
Teotal Equity 22 44,264 30,683 46,794 42,733

The statements of financial position are to be read in conjunetion with the notes to the financial statements set out on
pages 22 to 72.
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A J Lucas Group Limited and its controlled entities

Statements of cash flows
For the year ended 30 June 2004

CASH FLOWS FROM OPERATING
ACTIVITIES

Cash receipts in the course of operations
Cash payments in the course of operations
Interest received

Income taxes refunded

Income taxes paid

Borrowing cosis paid

Net cash provided by/{(used in) operating
activities

CASH FLOWS FROM INVESTING
ACTIVITIES

Proceeds from sale of plant and equipment

{ cans to controlled entities

Repayment of loans by conirolled entities
Payments lor plant and eguipment

Paymenis for exploration and development costs
Loans to other entities

Purchase of shares in controlled entity

Net cash acquired on purchase of controlled entity

Net cash {used in} by investing activities

CASH FLOWS FROM FINANCING
ACTIVITIES

Proceeds from issue of shares

Transaction costs from issue of shares
Repayment of borrowings - other

Proceeds of borrowing from related party
Repayment of borrowings from related entity
Proceeds of borrowings — other

Dividends paid

Finance lease payments

Net cash provided by financing activities
Net {decrease)fincrease in casl held
Cash at beginning of the year

Cash at end of the vear

Consolidated Compuny
204 2003 2604 2603
Note 5000 $008 $000 $000
124,273 141,645 57 456
{142,763) (117,853) (72) {450)
1,148 856 115 822
115 69 - 69
- (159 - -
(986} (581) {57 {874)
28(b} (18,213} 24,081 43 (23)
3,355 380 - -
- - {4,057} (6,889)
- - - 816
{3,290} {4,703) - -
{2,076} - - -
(2.018) - - -
- - (197}
1,659 - - -
{2,370} {4,323) (4,254) (6.573)
10,100 9,134 9,799 5,134
{301) 277 - (277)
- {31) - (31)
- 1,506 - 1,506
{1,699} (565) (1,659) {565)
£3.827) {3,044} {3,827) (3,044)
(2.597) {1,995} - -
1,676 4,718 4,273 6,717
(18,907} 24,476 62 621
31447 6,971 167 {454)
28(a) 12,540 31,447 229 167

The statements of cash flows are to be read in conjunction witl the notes to the finaneial statements set out on pages

22to 72,
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A J Lucas Group Limited and its controlled entities

Notes to the financial statements
For the year ended 30 June 2004

1.

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES
The significant policies that have been adopted in the preparation of this financial report are:

Basis of preparation

The financial report is a general purpose financial report, which has been prepared in accordance with
Accounting Standards, Urgent Issues Group Consensus Views, other authoritative pronouncements of the
Australian Accounting Standards Board and the Corporations Act 2001,

It has been prepared on the basis of historical cost and except where stated, does not take into account changing
money values or fair values of assets.

These accounting polices have been consisiently applied by each entity in the consolidated entity and are
consistent with those of the previous year.

Use and revision of accounting estimates

The preparation of the financial report requires the making of estimations and assumptions that affect the
recognised amounts of assels, liabilities, revenues and expenses and the disclosure of contingent Habilities. The
estimates and associated assumptions are based on historical experience and vartous other factors that are
believed to be reasonable under the circumstances, the resulis of which form the basis of making the judgements
about carrying values of assets and Habilities that are not readily apparent from other sources. Actual results may
differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoimyg basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised if the revision affects only that period, or in the
period of the revision and fiture periods if the revision affects both current and fiture periods.

Principles of consolidation

Controlled entities

The consolidated linancial statements are prepared by combining the financial statements of all the entities that
comprise the consolidated entity, being the Company (ihe parent entity) and its conirolled entities (“the

consolidated entity™). A list of controlled entities appears in Note 26 to the financial statements.

The finanelal statements of controlled eniities are meluded from the date control commences unti ihe date
conirol ceases.

Outside interests in the eguity and results of the entities that are controlled by the Company are shown as a
separate ilem in the consolidated financial statements.

Joint Venture

A joint venture is an operation that is jointly controlled by the consolidated eniity.
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Notes to the financial statements
For the year ended 30 June 2004

1.

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {cont.)
Principles of conselidation (cont.)
Joint venture operations
The consolidated entity’s interests in unincorporated joint ventures are brought to account by including its
proportionate share of joint ventures’ assets, Habilities and expenses and the consolidated entity’s revenue from
the sale of fts share of cutput on a line-by-line basis, from the date joint control commences to the date joint
coniro! ceases.

Transactions eliminated on consolidation

Unrealised gaing and losses and inter-entity balances resulting from transactions with or between controlled
entities are eliminated in full on consolidation.

Unrealised gains resulting from ransactions with jomt ventures, including those relating te contributions of non-
monetary assets on establishment, are eliminaied to the extent of the consolidated entity’s interest. Unrealised
losses are eliminated in the same way as wrealised gaing, unless they evidence a recoverable amount impairment.
Goods and services tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax {GST) except where
the amount of GST incurred is not recoverable from the taxation authority. In these circumstances, it is
recognised as part of the cost of acquisition of the asset or as part of the expense.

Receivables and payables are stated inclusive of GST.

The net amount of GST recoverable from, or payable to, the taxation authority is included as a current asset or a
liabiity in the statement of financial pogition.

Cash flows are included in the statement of cash flows on a gross basis. The GST components of cash flows
arising from investing and financing activities which are recoverable from, or payable fo, the taxation authority
are classified as operating cash {lows.

Revenue recognition

Revenues are recognised at fair value of the consideration received net of the amount of goods and serviees tax
(GSTY.

Rendering of servives other than construction contracts

Revenue from rendering services is recognised in proportion to the stage of completion of the contract when the
stage of contract completion can be reliably measured.

Interest revenue

Interest income is recognised as it accrues.
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1.

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {cont.)

Revenue recognition (cont.)
Dividends

Revenue from distributions from controlled entities is recognised by the parent entity when they are declared by
the controlled entities.

Revenue from dividends from other investments is recognised when received.
Asset sales

The gross proceeds of assel sales are included as revenue of the conselidated entity. The profit or loss on
disposal of assets i3 brought to account at the date an unconditional contract of sale 1s signed.

The gain or loss on disposal 1s calculated as the difference between the carrying amount of the asset at the thme of
disposal and the nel proceeds on disposal.

Construction Confracts

Recognition of profit

Revenue and expenses are recognised on an individual project basis using the percentage of completion method
when the stage of contract completion can be reliably determined, costs to date can be clearly identified, and total
coniract revenue and costs to complete can be reliably estimated.

Profits are not normally recognised until a project is at east 30% complete with the exception of design and
consiruct contracts which are recognized from incepiion. Losses are recognised in the period they oceur or are
foreseeable.

Where the ouicome of & coniract cannol be reliably estimated, contract costs are expensed as incurred. Where it is
probable that costs will be recovered, revenue is recognised to the extent of the costs incurred.  An expected loss
is recognised immediately as an expense.

Recognition of profits - Cost plus contacts
Revenue and expenses arising from cost plus coniracts are recognised in the statements of financial performance
by reference to the stage of completion of the contract when the following conditions are satisfied:

. it is probable that the economic benefits arising from the contract will flow to the consolidated entity; and
. costs related to the coniract, whether or not specilically reimbursable, can be clearly identified and
measured reliably.

Stage of completion

Stage of completion is measured by reference fo an assessment of total labour hours and other costs incurred to
date as a percentage of estimaied fotal costs for each contract, uniess or alternative measurement method provides
a more accurate indication of the stage of completion.
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1.

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {cont.)

Foreign carrency
Transactions

Foreign currency transactions are transiated to Australian currency at rates of exchange in effect at the dates of
the transactions. Foreign currency monetary balances at reporting date have been translated into Australian
currency ai the exchange rate ruling on that date with exchange differences brought to account in the statement of
financial performance as exchange gaing or losses.

Translation of confrolled foreign entities

The assets and liabilities of foreign operations, including controlled entities, that are integrated are translated
using the temporal method. Monetary assels and liabilities are translated mto Australian currency at rates of
exclsnge current at reporting date, while non-monetary items and revenue and expense fems are translated at

exchange rates current when the transactions occurred. Exchange differences arising on translation are brought to
account in the statement of financial performance.

Borrowing costs

Borrowing costs nclude interest, foreign exchange losses and finance charges in respect of finance leases.
Borrowing cosis are expensed as incurred.

Taxation

Income tax

The consolidated entity adopts the thcome statement hability method of tax effect accouniing.

Income tax expense is calculated on profit from ordinary activities adjusted for permanent differences between
taxable and accounting income. The tax effect of timing differences, which arise from items being brought to
account in different periods for income tax and accounting purposes, s carried forward in the statement of

financial position at current taxation rates as a future income tax benefit or a provision for deferred income tax.

Future income tax benefits are not brought to account unless realisation of the asset 18 assured beyond reasonable
doubt or, if relating to tax losses, when realisation is virtually certam.

Tax Consolidation
The Company 1s the head entity in the tax-consolidated group comprising all the Australian wholly-owned
subsidiaries sef out in Note 26. The implementation date for the tax-consolidated group is 1 July 2003, The head

entity recognises all of the current and deferred tax assets and liabilities of the tax-consclidated group (after
elimination of infragroup transactions}.
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1.

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {cont.)

Taxation (cont.)

The tax-consolidated group has entered info a tax funding agreement that requives wholly-owned subsidiaries to
make contributions to the head entity for:

s deferred tax balances recognised by the head entity on implementation date, including the impaet of any
relevant reset tax cost bases; and

*  current tax assets and liabilities and deferred tax balances arising from exiernal fransactions occurring after
the implementation of tax consolidation.

Under the tax funding agreement, the contributions are caleulated on a “stand-alone basis” so that the
coniribulions are equivalent to the tax balances generated by external transactions entered into by wholly-owned
subsidiaries. The contributions are payable as sel out in the agreement and reflect the timing of the head entity’s
obligations to make payments for tax lisbilities to the relevant tax suthorities. The assets and lisbilities arising
under the tax funding agreement are recognised as intercompany assets and Habiliies with a consequential
adjusiment to income fax expense/revenue.

Earnings per share

Basic earnings per share {“EPS”) is caleulated by dividing the net profit attributable to members of the parent
entity for the reporting period, afler excluding any costs of servicing equity (other than ordinary shares), by the
weighted average number of ordinary shares of the Company.

Diluted EPS is calculated by dividing the basic EPS earnings, adjusied by the after tax effect of financing costs
assoctated with dilutive potential ordinary shares and the effect on revenues and expenses of conversion to
ordinary shares assoctated with dilutive potential ordinary shares, by the weighied average number of ordinary
shares and dilative potential ordinary shares.

Cash assets

Cash and short-term deposits are carried at face value of the amounts deposited. The carrying amounts of cash
and shorl-term deposits approximate net fair value. Inferest revenue is accrued at the market or contracted rates
and is receivable at the conelusion of the deposit term.

Receivables

Trade debtors

Trade debtors are recorded at amounis due less any provision for doubtful debts. The carrying amount of trade
debtors approximates net fair value. Trade debtors are normally seitled within 60 days.

Other debtors
Oiler debtors and amounts owing by related entities are carnied at amounts due less any provision for doubtful

debits, are repayable at call and are not subject to interest. The carrying amount of other debtors approximates net
fair value.
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1.

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {cont.)

Inventories
Materials and stores are carried at the lower of cost and net realisable value.
Construction work in progress

Work in progress is carried at cost plus profit recognised to date based on the value of work completed, less
progress billing and less provision for foreseeable losses, allocated between amount due fron customers and
amounts due to customers {included in trade crediiors.

Cost includes both variable and fixed costs directly related to specific contracts, and those costs related fo
coniract activity in general which can be allocated to specific coniracts on a reasonable basis. Costs that are
expected o be incurred under penalty elauses and warranty provisions are also included.

Investments
Controlled entities

Investments in controled entiies are carried in the Company’s financial statements at the lower of cost and
recoversble amount.

Acquisition of assets

Unless otherwise stated, all assets acquired other than goodwill are indiially recorded at their cost of acquisition at
the date of acquisition, being the fair value of the purchase consideration plus meidental costs directly attributable
to the acquisition. When equity instruments are issued as consideration, their markel price at the date of issue is
used as fair value except where the notional price at which they could be placed in the market is a better
indication of fair value. Transaction costs arising in the issue of equity instruments are recognised directly in
equity. Where settlement of any part of cash consideration is deferred, the amounts payable are recorded at their
present value, discounted at the rate applicable to the consolidated entity if a similar borrowing was obtained
from an independent financier under comparable terms and conditions. The unwinding of the discount is treated
as interest expense.

Expenditure is only recognised as an asset when the entity controls future economic benefits as a result of the
costs meurred that are probable and can be reliably measured.

Assets under construction

FThe costs of assets consiructed or internally generated by the consolidated eniity, other than goodwill, include the
cost of materials and direct labour. Directly attributable overheads and borrowing costs for assets which are
likely to take more that 12 months to get ready for their intended use on sale are also capitalised.

Subseguent additional cosis

Costs Incurred on assets subsequent to initial acquisition are eapitalised when it is probable that future economic

benefit, in exeess of the originally assessed performance of the asset will flow fo the consolidated entity in future
years. Otherwise, the costs are expensed as incurred.

Page 27



A J Lucas Group Limited and its controlled entities

Notes to the financial statements
For the year ended 30 June 2004

1.

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {cont.)
Goodwill

CGoodwill, representing the execess of purchase consideration over the fair value of nel asseis acquired, is
amortised on a straight line basis over the appropriate period during which benefits are expected to arise.

The unamortised balance of goodwill is reviewed at least at each reporting date. Where the balance exceeds the
value of expected uture benefits, the difference is charged to the statements of financial performance.
Leased assets

Leases under which the conscelidated entity assumes substantially all the risks and benefits of ownership are
classified as finance leases. Other leases are classified as operating leases.

Finance teases

A lease asset and a lease lability equal to the present value of the minimum lease payments are recorded at the
inception of the ease.

Lease liahilities are reduced by repayments of principal. The interest components of the lease payments are
expensed.

Operating leases

Paymenis made under operating leases are expensed on & siraight line basis over the term of the lease, except
where an alternative basis is more representative of the pattern of benefiis to be derived from the leased property.
Intangible Assets

Intangible assets are nitially measured at cost and are amortised over the periods the benefits are expected to
arise.

Deferred Expenditure

Development or start up costs are charged against Income as meurred, except to the extent that such costs,
together with unamortised deferred or start up costs in relation to any project, are expected, beyond any
reasonable doubt, to be recoverable.

The deferred costs are amortised over the period in which the corresponding benefits are expected to arise,
commencing with the commercial introduction of the serviee.

The unamortised balance of cosis deferred in previous perlods is reviewed regularly and at each reporting date to

ensure the eriteria for deferral continue to be met. When such costs are no longer considered recoverable, they
are charged to the statement of financial performance for the financial period.
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1.

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {cont.)

Research and development

Research and development expenditure is expensed as incurred except to the extent that its recoverability is
assured beyond any reasonable doubt, in which case it is deferred.

The deferred costs are smortised over the period in which the corresponding benefiis are expected to arise,
currently over three years, commencing with the commercial introduction of the service.

Exploration, evaluation and development expenditure
Exploration, evaluation and development costs are accumulated in respect of each separate area of interest.

Exploration and evaluation costs are carried forward where right of tenure of the area of interest is current and
they are expected to be recouped through sale or successful development and explotiation of the area of interest,
or, where exploration and evaluation activities In the area of interest have not yet reached a stage that permits
reasonable assessment of the existence of economically recoverable reserves.

Development costs related to an area of Interest are earried forward to the extent that they are expected to be
recouped through sale or successful explotiation of the area of mterest.

When an area of imterest is abandoned or the directors decide that it is not commercial, any accumulated costs in
respect of that area are written off in the financial period the decision is made.

Depreciation and amertisation

All assets, including intangibles, are depreciated/amortised using the straight-line method over their estimated
usetul Hves, taking into account estimated residual values, except for finance lease assets which are amortised
over the term of the relevant lease, or where it is likely the consolidated entity will obtain ownership of the asset,
the life of the agset. Assets are depreciated or amortised from thelr daie of acquisition or, in the case of internally
consiructed assets, from the time an asset is compleied and held ready for use. Depreciation and smortisation
rates and methods are reviewed annually for appropriaieness and were unchanged from the previous yesr. When
changes are made, adjustments are reflected prospectively in current and future periods only. The depreciation
and amortisation rates used for each elass of asset are as follows:

2004 2603

Property, plant and eguipment

Plant and equipment 19-27% 10-27%

Motor Vehicles 15% 15%

Office Equipment 13-25% 13-25%

Computer Equipment 24-27% 24-27%

Leased plant and equipment 10% 10%
Entangibles

Goodwill 14 years 10 years
Other non-current assets

Research and development costs 3 years 3 years
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1.

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES {cont.)
Recoverable amount of non-current assets valued on cost basis

The carrying amnourts of non-current assets valued on the cost basis are reviewed to determine whether they are

in excess of their recoverable amount at reporting date. If the carrying amount of a non-current assel exceeds its
recoverable amount, the asset is written down to the lower amount. The write-down is expensed in the reporiing
period in which it occurs.

In assessing recoverable amounts of non-current assets, the relevant cash flow have not been discounted to their
present value.

Where a group of assets working together supports the generation of cash inflows, recoverable amouni is
assessed in refation to that group of assets.

Revaluations of non-current assets

Clasgses of non-current assety measured at fair value are revalued with sufficient regularity fo ensure the carrying
amount of each asset i the class does not differ materially from fair value at reporting date. Revaluation
increments, on a class of assets basis, are recognised in the asset revaluation reserve except for amounts reversing
a decrement previously recognised as an expense, which are recognised as revenues, Revaluation decrements are
only offset against revaluation increments relating to the same class of asset and any excess 1s recogmised as an

eXpense.

Potential capital gains tax s only taken into account i the asset is held for sale.

Payables

Liabilities are recognised for amounts to be paid in the future for goods and services recetved. Trade accounts
payable are normally settled within 60 days.

Interest bearing liabilities

Bank loans are recognised at their principal amount, subject to set-off arrangements.  Interest expense 1s accrued
at the contracted rate and included in Note 15 Payables “Other creditors and accruals”.

Employee entitlements

Wages, salaries and annual leave

Liabilities for employee entitlements to wages, salaries and annual leave expected to be seltled within 12 months
of the year-end represent present obligations resulting from employees’ services provided to the reporting date,
calenlated at undiscounted amounts based on wage and salary rates that the consolidated entity expects to pay as
at reporting date including related on-costs such as workers compensation, imsurance and payrol! tax.
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1. STATEMENT OF SIGNITFICANT ACCOUNTING POLICIES {cont.)
Employee entitlements (cont.)
Long service leave

The provision for employee entilements o long service leave represents the present value of the estimated future
cash sutflows to be made resulting from employees” services provided to reporting date.

The provision is calculated using estimated fulure increases in wage and salary rates including related on-cosis
and expected settiement dates based on turnever history and s discounted using the rates attaching to national
government securities at balance date which most closely match the terms of maturity of the related liabilities.
Employvee share and options plans

The Company adopted various employee incentive schemes on 28 November 2001, Rights to subscribe for
shares were issued under these plans during the financial year. The difference between the fair value of these
rights and shares and the consideration recetved, if any, from the reciptents was not expensed. Other than the
costs meurred in administrating the schemes which are expensed as incwrred, the schemes did not result in any
expense to the conselidated entity.

Superannuation plan

Contribuiions to empleyee superannuation funds are charged against income as they are made. Further
information is set out in Note 38

Dividends

A provision for dividends payable Is recognised in the reporting period in which the dividends are declared, for
the entire undistributed amount, regardless of the extent to which they will be paid in cash.
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(a)

REVENUE FROM ORDINARY ACTIVITIES

Rendering of services revenue from operating
activities

Other revenues:

From operating activities
Net foreign exchange gaim

Dividends:
Related parties
Interest:
Related parties
Other parties

From outside operating activities

Grogs proceeds from disposal of non-current assets
Other

Total other revenues
TOTAL REVENUE FROM ORDINARY
ACTIVITIES

PROFITALOSS) FROM ORDINARY
ACTIVITIES BEFORE INCOME TAX
EXPENSEAREVENUE}

Individually significant items included in

profit/{loss) from ordinary activities before income

tax expense/{revenue):

Payment and provision in respect of claim made by
DriliTec GUT GmbH

Movement in provision for doubtful debts

Write ofl non-collectable intercompany receivables

Consolidated Company
2604 2083 2084 2003
$800 $2000 $000 $°000
116,760 151,162 - -
1,755 - - -
- - - 3.006
- - 833 807
1,148 956 115 15
3.355 2,380 - -
515 388 - 6
6,773 3,724 548 3,828
123,533 154,886 548 3,828
5,003 - - -
(4,291) 1,646 - 47
- - 1,208 -

Page 32



A J Lucas Group Limited and its controlled entities

Notes to the financial statements
For the year ended 30 June 2004

3. PROFITALOSS) FROM ORDINARY ACTIVITIES BEFORE INCOME TAX EXPENSEAREVENUE) {cont.}

Consolidated Company
2604 2083 2084 2003
$°600 $°000 $°000 $°000
{b) Profit/(loss) from ordinary activities before income
tax expense/{revenue) has been arrived at after
charging/ {crediting} the following items:
Depreciation of
Plant and equipment 1,945 2,586 - -
Motor vehicles 52 40 - -
Other fixed asseis 229 260 - -
2,226 2,826 - -
Amortisation of:
Goodwill 37 266 30 120
Leased plant and equipment 1514 1,112 - -
Leased office equipment 63 62
Leased motor vechicles 62 77
Research and development expenditure 355 258 - -
Bonding costs 376 582 - -
2,407 2,357 30 -
Total depreciation and amortisation 4,633 5,183 30 120
Net bad and doubiful debis expense including
movement In provision for doubtiul debts (4,291) 1,646 - 67
Movement in provision for obsolete materials - {230) - -
Operating lease rental expense - minimum lease
payments 167 205 - -
Movement in provisions for employee entitiernents (106) 258 - -
Movement i provision for contraciual dispute 3,313 - - -
Unrealised net foreign exchange {gainy/loss (357) (86) - 326
Realised net foreign exchange (gain)/loss {1,397) 203 - 5
Net gain on sales of non-current assets:
Plant and equipment (256) {569} - -
Borrowing costy:
Related parties - - 833 807
Other parties
«  Bank loans and overdraft 267 169 59 &7
- Finance charges on capiialised leases 719 412 - -
986 581 892 E74
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{c)

PROFITALOSS) FROM ORDINARY ACTIVITIES BEFORE INCOME TAX EXPENSE/BENETFIT (cont.)
Revision of accounting estimate
Deferred tax balances

As a consequence of the enactment of the Tax Consolidation legislation and the Company, as ihe head entity in a tax-
consclidated group, implementing tax consolidation from I July 2003, the head entity has applied UIG 52.

The introduction of the Tax Consolidation legislation had no material impact on the tax balances of the consolidated
eniity. The Company has chosen to elect the transitional method and has retained the existing tax cost base of all assets.

The Company acquired the Stuart Group of companies during the year and the tax cost base of this group was reset to
market value. The aequisition included franking crediis of $1,500,000 which may be used to frank future dividends
paid by the Company.

The Group has also entered info a tax funding agreement to preserve the lax consolidation treatment of income tax
balances.

Consolidated Company
2604 20683 2084 2003
b $ $ b3
AUDITORS’ REMUNERATION
Audit services:
Auditors of the Company 167,142 125,060 16,060 15,000
Other services
Auditors of the Company
Taxation services 66,404 76,000 - -
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(a)

TAXATION
Fncome tax expense

Prima facie income tax expense/{beneflt} caleulated at
30% (2003:30%) on the profitf(loss} from ordinary
activities

Increase in income tax expense due to:

Amortisation of goodwill

Non-deduclible expenses

Depreciation attributable to asset revaluation
Foreign exchange loss on translation of foreign
subsidiary

Foreign income

Sundry ifems

Net movements i non-deductible provisions

Decrease i income tax expense due to:

Net movements in non-deductible provisions
Rebateable dividend income

Research and development allowance

Foreign subsidiary income non-assessable
Foreign exchange gain on transtation of foreign
subsidiary

Individually significant income fax ifems:

Net deferred tax balances recognised by head entity in
relation to wholly-owned subsidiaries within the tax
consolidated group upon implementation of Tax
Consolidation

Recovery of income tax expense under a tax funding
agreement at fransition

[ncome tax under/{over} provided in prior year

Income tax expense/{revenus) attributable to
profitfiloss) from ordinary activities

Consolidated Company
2604 2083 2084 2003
$000 $7000 $000 $°000
2,604 3,228 {376} 742
11 44 9 -
26 15 - -
72 - - -
117 - - -
530 - 258 -
247 - - -
- 714 887 -
{81) - - -
- - - (900}
(603) {531) - (9
{1,9006) - . -
- {351) - -
415 3,099 778 (167)
- - 3,684 -
- - (3.684) -
415 3,099 778 (167)
(519 (83} 530 -
£104) 3,016 1,308 (167)
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(b

(e}

TAXATION (cont.)

[ncome tax expense/{revenue) aitributable to
profit/(lossy from ordinary activities is made up of:

Current tax provision

Future income tax benefit

Deferred income tax provision
Under/{over} provision in prior year

Current tax liahilities

FProvision for current inconte tax
Movements during the year:

Balance at beginning of year
income tax refund{paid}

Current year’s income fax expense on profit from
ordinary activities

Transfer current tax loss to wholly owned
subsidiary

Transfer carried forward tax loss fo future income
tax benefit

Transler current provision to deferred income tax
liability

Translation gain on foreign tax payable
Under/(over} provision in prior year

DPeferred tax liabilities

Provision for deferved income tax

Provision for deferred tax comprises the estimated
expense at the applicable rate of 30% for Ausiralian
entities and the relevant rates for foreign entities on
the following items:

Foretyn profits not vel taxable in Australia
Difference between coniract profit recognised for
accounting and tax purposes

Timing differences

Consolidated Company
2604 2083 2084 2003
$000 $7000 $000 $°000
(2,632) 217 244 {90)
981 (230} 334 {77)
2,066 3,112 - -
{519) {83) 530 -
104 3,016 1,308 (167)
1,444 4,078 - {69}
115 {93} - 48
1,539 3,985 - -
(2.632) 217 (244} {90)
- - 244 56
1,888 74 - -
- {2,017} - -
(75) {732) - -
619 (83) - -
1,359 1,444 - -
- 2,017 - -
4,315 2,595 4,315 -
532 831 532 -
4,847 5,443 4,847 -
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{d)

Consolidated Company
2604 2083 2084 2003
$°000 57000 $°000 $°000
TAXATION (cont)
Deferred tax assets
Fuature income tax benefit
Future meome tax benefil comprises the estimated
future benefit at the applicable rate of 30% for
Australian entities and the relevant rates for foreign
entities on the following ftems:
Tax losses carried forward - 74 - -
Timing differences 1,598 1,951 1,518 730
1,568 2,065 1,518 730
The potential future income tax benefit will be obtained ift
(1) the relevant company derives fulure assessable income of a nature and an amount sufficient to enable the
benefii to be realised;
(i1} the relevant company continues to comply with the conditions for deductibility imposed by the law; and
{1i1} no changes in tax legislation adversely affect the relevant company in realising the benefit.

EARNINGS PER SHARE

Classification of securities as potential ordinary shares
The following securities have been classified as potential ordinary shares and included in diluted earnings per share:

(a) options outstanding under the Executive Share Option Plan
(b) rights granted and ouistanding under the Management Rights Plan

Further details of these securities are contained in Note 30,
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6. EARNINGS PER SHARE (cont.)

Weighted average number of shares used as the
denominator

Number for basic earnings per share
Ordinary shares

Number for dituted earnings per share
Ordinary shares
Effect of rights on issue under Management
Rights Plan
Effect of options on issue under Execuiive
Share Opiion Plan

2084 2003
Number Number
48,281,371 40,937,063
48,281,371 40,937,063
621,413 500,004

- 150,006
48,902,786 41,587,063

Subsequent to reporting date, 250,000 ordinary shares were issued as the deferred purchase constderation for the
acquisition of all the shares in Stuart Pty Limited. Refer to Note 32 for details. These shares have not been included in

the caleulations of basic and diluied EPS as at 30 June 2004

7. SEGMENT REPORTING

Segment results, assets and lisbilities inclide items directly attributable io a segment as well as those that can

be allocated on a reasonable basis. Unallocated ftems mainly comprise fnteresi-earning assets and revenue,
interest-bearing loans, borrowings and expenses, and corporate assels and expenses.

Segment capital expenditure 1s the total cost incurred during the period to acquire segment assets that are

expected o be used for more than one period.

Business Segments

The consolidated entity comprises the following main business segments based on the consolidated entiiy’s

reporting systeny:

Dhrectional drilling Trenchiess installation of pipes, conduils or cables under obstacles using a

surface drilling rig.

Pipelines Congtruction and installation of pipelines including hydrostatic tesiing.

Cias management services Apphlcation of directional drilling services to degasification of underground
coal mines and recovery and commereialisation of coal seam gas.

Specialist infrastructure services  Construction, facilities management and civil engineering services
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7.  SEGMENT REPORTING (cont.)

Primary reporting — Business Segments

Gas Specialist
management infrastructure
Directional drilling Pipelines services services Other Eliminations Consolidated
2004 2003 2004 2003 2004 2003 2604 2803 2004 2003 2064 2603 2004 2003

$’008  $°080 $’608 $008  $080 $608 000 000 5060 $800 $7000 $000 $°808 $°008
Revenue
External segment
revenue 16,590 21300 58,169 124,251 13953 9,163 34264 - 557 172 - - 123,533 154,886
Inter-segment revenue 4,463 2475 - - - - - - - - 4,463y (2,475) - -
Total segment revenue 21,053 23,775 58,169 124,251 13,953 9163 34,264 - 557 172 (4463)  (2,475) 123,333 154,886
Resuit
Segment result ©42,213) 2,059 6,813 12,791 L1700 (509) 783 - 125 (3,622) - - 6,678 10,755
Profit from ordinary
activities before income
tax 6,678 10,759
Income tax expense 104 {3,016}
Net profit 6,782 7,743
Depreciation and
amortisation 2,252 2914 1,069 1445 1262 824 50 - - - - - 4,633 5,183
Non-cash expenses other
than depreciation and
amortisation - - - 3,564 - - - - - 156 - - - 3,720
Assets
Segment assets 22,372 25094 31,044 51,056 16,044 8382 13,188 - 1,784 1,078 - - B4432 854610
Liabilities
Segment liabilities 12,096 19,794 7078 29045 8372 3569 11,622 - 1600 2,119 - - 40,168 54927
Acquisitions of non-
current assets 5,633 6,232 1,441 L1750 1,542 688 1,368 - - - - - 9,984 8,005

{t} Included in the segment result {8 a non-operating expense of $3,003,000 in respect of the payment and provision relating fo the contractual dispute with DrillTec.
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7. SEGMENT REPORTING {(cont.)

Secondary reporting — Geographical Segments

Cieographical segment revenue and assets are based on the respeetive geographieal location of customers and

assets,
Australia Asia/Pacific Consolidated
2004 2003 2604 2003 2004 2003
£°000 $°8068 $°800 £ 000 $°080 5806
Operating revenue 114,853 151,162 1,907 - 116,760 151,162
Other revenue 6,684 3,528 89 196 6,773 3,724
Total revenue 121,537 154,696 1,996 196 123,533 154,886
Assets 82,423 82,027 2,009 3,583 84,432 85,616
Acquisitions of non-current assets 9,984 8,695 - - 9,984 8,005
Consolidated Company
2604 20683 2084 2003
Note $°800 £000 $2080 £°000
8. CASH ASSETS
Cash at bank and on hand 28(a} 14,203 31,625 229 167
9, RECEIVABLES
Current
Trade debtors 15,281 20,565 - 10
Less: Provision for doubiful trade debtors (107) (2,229) -
15,174 18,336 - 10
Accrued revenue 5,803 5,968 “ “
Retentions 75 5,968 - -
Other receivables 293 2,293 - -
Other loans 4617 2,078 - -
Provision for other loang - (2,078} - -
Sundry debiors 314 194 - 47
25,676 26,791 - 57

Included in trade debiors, accrued revenue and other loans are amounis of 51,738,000 {2003: $nil}, $5,803,000 (2063
Snil} and $3,662,000 (2003 Snil) respectively. These relaie to fransactions in the ordinary course of business with
Nerdlike Company Inc., an overseas oil exploration company which holds exploration licenses in the Canning Basin
and proposes (o construct the Kangaroo Paw Pipeline from iis Hicensed areas to the coast.

Neon-current

Loans t6 controlled entities 31 - “ 57,940 54,579
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0.

11.

12.

Consolidated Company
2604 2083 2004 2003
Nate $°800 £7000 $°000 £7000
INVENTORIES
Maiterials and stores 144 144 - -
Construction work in progress 18,415 4,212 - -
18,559 4,356 - -
Construction work in progress comprises:
Contract costs incirred to date 264,541 163,584 - -
Profit recognised to date 28.745 19,593 - -
293,286 183,177 - -
Less: Progress billings (276.,875) {187,908} - -
Net construction work in progress 16,411 {4,731) - -
Net  construction  work i progress
comprises:
Amounits due from cusiomers - inventories 18,415 4,212 - -
Excess of progress billings over costs
incurred - included in payables (2,004) {8,943) - -
16,411 {4,731) - -
OTHER CURRENT ASSETS
Prepayments - 329 - -
PROPERTY, PLANT AND EQUIPMENT
Leasehold Improvements
At Cost 105 135 - -
Accumudated amortisation (49 {47y - -
36 88 - -
Plant and equipment
At directors’ valuation — fune 2004 3,972 1,056 - -
Accumulated depreciation (406) - - -
At independent valuation - June 2003 7,335 14,534 - -
Accumulated depreciation {1,489) - - -
9412 11,590 - .
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12

Consolidated Compuany
2604 2083 2004 24413
$°800 £7000 £ 000 $°008
PROPERTY, PLANT AND EQUIPMENT {cont.)
Leased plant and equipment
At directors’ valustion - June 2004 5,282 - - -
Accurnulated amortisation (737 - - -
At independent valuation - June 2003 4,179 4,504 - -
Accumulated amortisation (733) -
7,991 4,504 - -
Capital works in progress
At Cost 271 - - -
271 - - -
Motor veliicles
At Cost 366 233 - -
Accumulated depreciation {229) {163) - -
137 72 - -
Leased motor vehicles
Capitalised cost 241 567 - -
Accumudated amostisation (137 {236) - -
104 27 - -
Furpiture and fixtures
At Cost 116 136 - -
Accumulated depreciation (37) (763 - -
39 60 - -
Leased furniture and fixtures
Capitalised Cost - 15 - -
Accumudated amortisation - {15} - -
Office equipment
At Cost 1,265 777 - -
Accumulated depreciation (925) {481) - -
370 296 - -
Leased office equipment
Capitalised Cost 237 238 - -
Accumulated amortisation {128) {66} - -
109 172 - -
Total property, plant and eguipment net book
value 18,509 17,053 - -

Valuations of plant and equipment

Plant and equipment, including leased plant and equipment, are measured on a fair value basis, being the amount for
which the asseis could be exchanged between knowledgeable and willing parties in an arm’s length transaction, having
regard to the highest and best use of the asset for which the other parties would be willing to pay. The current year’s
valuation was determined by directors, taking inte account the prior year independent valuation, additions and disposals
during the year and market movements. The valuation in the prior year was determined by an independent valuer on the
basis of open market values for existing use.

Tax has not been recognised in determining the revaluation to fair value. The tax payable i the assets were sold at
reporting date at fair value would be $NIl {2003:$317,000).
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12.  PROPERTY, FLANT AND EQUIPMENT (cont.)

Reconciliations

Reconciliations of the carrying amounts for each class of property, plant and equipment are set out below:

The Company owns no property, plant and equipment.

Consolidated Leasehold Plant & Leased Capital Mator Leased  Furniture Oftice Leased Total

Improvements Equipnmient Plant & works in Vehicles Motor & Eguipment Office

Equipment  progress Velicles  Fixtures Egquipment

Carrying amount at
beginning of year 88 11,550 4,564 - 72 271 60 296 172 17,053
Addttions - 3.674 5,282 271 117 - 28 82 - 8.854
Acquisition of
Stuart Pty Limited - - - - - - - 193 - 193
Disposals {21 (3,213) {281) - - (103} (12) - - (3.632)
Depreciation (1h) {1,945) - - (52) - {17) (201} - (2,226)
Amortisation - - (1.514) - - {62} - - {63) (1.639)
Revaluation - 350 - - - - - - - 350
Revaluation decrement - {444) - - - - - - - {444}
Carrying smount at
end of year 56 5,412 7.991 271 137 104 59 376 108 18,569
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13.

14.

Consolidated Compuany
2604 2083 2084 2003
$°600 $°000 $*000 $’008
INTANGIBLE ASSETS
Goodwill
al cost 1,130 1,350 150 150
Accumulated amortisation (37 {1,350} {150} (120)
1,093 - - 30
Formation costs 39 - - -
Pipeline rights 1,786 1,786 1,786 1,786
2,918 1,786 1,786 1,816
OTHER NON-CURRENT ASSETS
[nvestments 19 - 1,260 19
Deferred expenditure 16 - - -
Research and development costs 426 741 - -
Exploration, evaluation and development
expenditure - at cost 2,508 864 - -
2,969 1,605 1,260 19
The exploration, evaluation and development expenditure relates to exploration and evaluation of the consolidated
enfity’s mterest in the Gloucester and Bowen Basins.
PAYABLES
Current
Trade crediiors 15,328 21,928 43 8
Other creditors and aceruals 3,296 3,563 420 62
Excess of progress billings over costs
meurred 2,004 8,943 - -
Loan from related entity 150 199 - 199
20,778 41,573 465 269
Neon-current
Other loans — controlied entifies 31 - - 13,627 12,866
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16.

INTEREST-BEARING LIABEILITIES

Current

Bank overdraft -~ secured
Lease liabiliiies

Loan from related party

Non-current
Lease Habiliies

Financing arrangements
The consolidated entity has access to the
following lines of credit.

Bank overdraft
Bank indemnity guaranices
Bank standby letter of eredht

Total facilities uiilised at balance date:

Bank overdraft
Bank indemnity guaranices
Bank standby letter of eredht

Total facilities not utilised at balance date:

Bank overdraft
Bank indemnity guaraniees
Bank standby letter of credit

Bank facilities

Consolidated Compuany
2604 2083 2084 2003
Note $800 $7000 $000 $°000
28(a) 1,663 178 - -
24 4,194 1,831 - -
- 1,560 - 1,500
5,857 3,569 - 1,500
24 2,599 2,049 - -
3,738 2,560 3,738 2,500
2,304 - - -

735 . -

6,777 2,580 3,738 2,506
1,663 178 - -
2,304 - - -
735 - . -
4,702 178 - -
2,675 2,322 3,738 2,500
2,075 2,322 3,738 2,506

The bank overdraft, indemnity guarantee and standby letter of credit are all secured by a registered fixed and floating
charge over all the assets of the consolidated entity and are subject to annual review. Interest on the bank overdraft 1s
charged at prevailing market rates. The weighted average interest rate for the overdraft at 30 June 2604 is 9.60% (2003:

9.50%).

Finance lease facility

The consolidated entity’s lease Habilities are secured by the leased assets of $8,204,000 (2003: $5,000,000), and in the

event of default, the asseis revert to the lessor.
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1.

18.

Note
PROVISIONS

Current
Employee benefits 30
Provision for contractual dispuie

Movement during the year

Consolidated

2604
5’600

1,106

1,313

2083
$000

620

Company

2084
$°000

2003
8000

4419

620

Neon-current
Employee benefits 30

309

285

CONTRIBUTED EQUITY

Fssued and paid up share capital
50,904,270 (2003: 45,394,990) ordinary
shares, fully paid

28,628

18,178

28,628

18,178

Movements during the vear

Balance at beginning of year

45,394,990 (2062 36,550,006) shares

Shares issued

- 5,000,006 (2003: 4,354,090) for cash
pursuant to a private placement

- Nil {2003: 4,090,900} for cash pursuant
to a prospectus

- Transaction costs arising from private
placement and prospectus issues

« 350,000 (2063 Nily in consideration for
acquisition of Stuart Pty Limited

«  Nil {2003: 260,000) under the Deferred
Share Plan

« 100,000 (20603: 50,000} from the exercise
of options under the Executive Share
Option Plan

- Nt (2003: 285,000% in payment of fees
and costs

~ 59280 (2003: Nil} issued under
Employee Share Acguisition Plan

18,178

10,600

{301)

651

160

9,192

4,789
4,295

(277)

18,178

16,060

(3013

651

HI0

9,192

4,789
4,295

(277)

Balance at end of year

28,628

28,628
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18. CONTRIBUTLED EQUITY {cont.)

Holders of ordinary shares are entitled to receive dividends from time to time and are entitled to one vote per share at
shareholders’” meetings. In the event of a winding up of the Company, ordinary shareholders rank afier creditors and are
fully entitled to any proceeds of liguidation.

Options and management rights
Refer Note 30

Consolidated Company
2604 2063 2064 2003
$°600 $°080 $°080 $°000
19. RESERVES
Asset revaluation 964 1.058 - -
Capital profits - - 14,533 24,533
964 1,058 14,533 24,533
Movements during the year
Asset revaluation
Balance at beginning of year 1,658 - - -
Revaluation increment/( decrements):
Plant and eguipment (94) 394 - -
Leased plant and equipment - 664 - -
Balance at end of year 964 1,038 - -
Capital Profit
Balance at beginning of year - - 24,5333 24,533
Transfer to retained profits - - {10,000} -
Balance at end of year - - 14,533 24,533

Nature and purpose of reserves
Asset revaluation

The asset revaluation reserve includes the net revaluation increments and decrements arising from the revaluation of
non-current assets measured at fair value in accordance with AASB 1041,

Capital profits

The capital profits reserve represents profiis from the sale of businesses to subsidiary entiifes.
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21.

20.

Consolidated Company
20684 2083 2004 2003
$2080 $°000 $°000 $°000
RETAINED PROFITS/
(ACCUMULATED LOSSES)
Retained profits/(accumulated losses) at 11,447 5,291 22 {1,031}
beginning of year
Transfer from reserves - - 14,060 -
Net profit/{loss) attributable to members of
the parent entity 7052 7,743 {2,562) 2,640
Net effect on dividends from initial adoption
of AASB 1044 “Provisions, Contingent
Liabiliiies and Contingent Asseis” - 1,457 - 1,457
Dividends recogaised during the year
(3.827) {3,044) {3,827y {3,044}
Total dividends (3,827) (1,587} (3.827) {1,587}
Retained profit/(accumulated losses) at end
of year 14,672 11,447 3,633 22
DIVIDENDS
Cents Total amount Franked/
per share $6800  Unfranked  Date of Payments
Dividends recognised i the current year by
the Company are:
2604
Interim 2004 - ordinary 35 1,779 unfranked 24 June 20604
Final 2603 - ordinary 4.5 2,048 unfranked 16 December 2003
Total amount 3,827
2003
Intertm 2003 - ordinary 35 1,587 unfranked 24 June 2603
Final 2602 - ordinary 4.0 1,457 unfranked 16 December 2002
Total amount 3.044
Subsequent events
Sinee the end of the financial year, the
directors declared the following dividend:
Final - ordinary 4.5 2,304  50% franked 16 December 2004

The financial effect of this dividend has not been brought to account in the financial statemenis for the year ended 30
June 2004 and will be recognised in subsequent financial reports,
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22.

The Company
2004 2603
$°008 $°600
DIVIDENDS {cont.)
Dividend franking account
30% franking credits available to shareholders of the
Company for subsequent financial year. 1,508 -

The above available amounts are based on the balance of the dividend franking account at year-end adjusted for:

(a} franking credits that will arise from the payment of the current tax Hability
(b} franking debits that will arise from the payment of dividends recognised as a liability at the year-end
(e} franking crediis that the entity may be prevented from distributing in subsequent years.

The ability to utilise the franking credits is dependent upon there being sufficient available profits to declare dividends.
Change in measurement of dividend franking account

Tax Consolidation legislation

On 1 July 2003, A¥ Lucas Group Limited and its wholly-owned Australian subsidiaries adopted the Tax Consolidation
legislation which requires a tax-consolidated group to keep a single franking account. The amount of franking credils

available to sharcholders of the parent entity (being the head entity in the tax-consolidated group) disclosed at 30 June

2004 has been measured under the new legislation as those available from the tax-conscelidated group.

Consolidated Company
2604 2083 2084 2003
Note $°600 $°000 $*000 $’008
TOTAL EQUITY RECONCILIATION
Total equity at beginning of year 30,683 14,483 42,733 32,694
Total changes in parent entity interest in
equity recogmised in statement of financial
performance 6,958 8,861 {2,562) 2,640
Transactions with owners as owners:
Contributions of equity 18 10,450 8,086 13,450 8,986
Dividends 21 (3.827) {1,587} {3.827) {1,587}
Total equity at end of year 44,264 36,683 46,794 42,733
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23.

2604
Financial Asseits

Cash agsets
Recelvables

Financial Liabilities

Provision

Bank overdrafis
Payables

{ ease liabilities
Employee benefits
Related party loans

2003

Financial Assets
Cash assels
Receivables
Financial Liabifities
Bank overdrafls
Payables

Lease liabilities

Employee benefiis
Related party loans

{a) Interest rate risk exposure

ADDITIONAL FINANCIAL INSTRUMENT DISCLOSURE

The consolidated entity’s exposure to fnterest rate risk and the effective weighted average interest rate for classes of
financial assets and financial liabilities is set out below:

Weighted  Floating Fixed Interest Maturing in Non- Total
Average Interest inferest
Interest Rate Less than Itos More  Bearing
Rate 1 year years than §
years
Note Yo $°000 $°000 §°000 $°000 $*000 $°000
8 4.75 14,203 - - - - 14,263
9 - - - - - 25,676 25,676
14,203 - - - 25,676 39,878
17 6.50 3,313 - - - - 3,313
16 9.60 1,663 - - - - 1,663
15 - - - - - 18,624 18,624
16 1065 4,194 2,589 - - 6,793
17,39 - 368 - - - 1106 1,415
15 - - - - - 150 150
5,285 4,194 2,599 - 15,880 31,958
8 4.25 31,610 - - - 15 31,625
S - - - - - 26,791 26,791
31610 - - - 26,806 58,416
16 950 178 - - - - 178
13 - - - - - 32,431 32,431
16 1065 - 1,831 2,049 - - 3,880
17,36 - 289 - - - 620 969
15,16 7.50 1,560 - - - 159 1,699
1,967 1,831 2,649 - 33,250 39,097
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23.

Consolidated Company
2004 2003 2004 2003
$800 $°000 $°000 $’008
ADDITIONAL FINANCTAL INSTRUMENT
DISCLOSURE (cont.)

(b} Foreign exchange risk

The Australian dollar equivalents of
unhedged amounis payable or receivable in
foreign currencies caleulated at year-end
exchange rates, are as follows:

United States Dollars
Amounts pavable:
Current 97 352 - -

Amounis receivable:
Current 5,532 1,452 - -

Hong Kong Dollars
Amounts pavable:
Current 12 3,169 - -

Amounis receivable:
Current 153 3,206 - -

{t} Credit risk exposure

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting i financial loss o
the consolidated entity. The carrying amount of financial assets recorded i the financial statements, net of any
allowances for losses, represents the consolidated entity’s maximum exposure to credit risk without taking account of
the value of any collateral or other security obtained.

The consolidated entity has a credit risk exposure to Nerdlihe Company Ine., an overseas ol exploration company,
which holds various exploration Heenses in the Canning Basin and proposes to construct the Kangaroo Paw pipeline
from its licensed areas o the coast. As at 30 June 2004, this exposure amounted to 51,738,000 {2003: $nil} included
in trade debtors and 5,803,000 (2003: $nil) mncluded in accrued revenue and $3,662,000 (2003 $ail} included in other
loans.

Other than the concentration of credit risk described above, the consolidated entity is not materially exposed to any
individual cusiomer.

The credit risk to the consolidated entity of trade debtors due from customers other than that deseribed above is
concentrated in the engineering and construction industry.
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23, ADPDITIONAL FINANCIAL INSTRUMENT DISCLOSURE {cont.)
{d) Nef fair value

The carrying amount of financial assets and financial liabilities recorded in the financial statemenis represents their
respective net fair values, determined in accordance with the accounting policies disclosed in Note 1 to the financial
statements.

The net fair vahize of financial assets and financial liabilities are deiermined as follows:

+  (he net fair value of financial assets and financial liabilities with standard terms and conditions and traded on
active Hquid markels are determined with reference to quoted market prices; and

s the net fair value of other financial assets and financial lisbilities are determined i accordance with
generally accepted pricing models based on discounted cash flow theory.

The net fair value of the following finaneial assets and liahilities approximate the carrying value: cash assets,
receivables, investmenis, bank overdraft, payables, bank loans, lease habilities, employee benefits, related party
toans and other loans.

Consolidated Company
2084 2003 2004 2003
$:000 $°000 $'000 $’008
24.  COMMITMENTS

Refer to Note 27 for joint venture commitments.
Finance lease payment commitments
Finance lease commitments are payable:
within { year 1,377 2,101 - -
1 year or later and no later than 5 years 6,014 2,182 - -

7.301 4,283 - -
Less: fuiure lease finance charges {398) {403} - -
Total lease Hability 6,793 3,880 - -
Lease liabiities provided i the financial
statements:
Current 4,194 1,831 - -
Non-current 2,590 2,049 - -
Total lease Hability 6,793 3,880 - -

The consolidated eniity leases plant and equipment under finance leases expiring from one to four years. At the end of
the lease terms, the consolidated entity has the opiion to purchase the equipment.
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24,

COMMITMENTS (cont.)

Non-cancellable operating lease expense commitments
Future operating lease commitments not provided
for in the financial statements and payable:

Consolidated Company
2004 2083 2084 2003
$°000 $2000 $*000 $'008
Within | year 107 32 - -
167 32 - -

The consolidated entity leases propertics under non-cancellable operating leases expiring in six to nine months. The
leases generally provide the consolidated entity with a right of renewal.

CONTINGENT LIABILITIES

Details of contingent liabilities and contingent assets where the probability of fulure payments/receipis is not
considered remote are set out below, as well as details of contingent liabilities and contingent assets, which although
considered remote, the directors consider should be disclosed.

The directors are of the opinton that provisions are not reguired in respect of these matters, as i is not probable that a
fuiure sacrilice of economic benefits will be reguired or the amount is not capable of reliable measurement.

Bonding & Bank Indemaity Guarantees

The consolidated entity has insurance bonding in place totalling $10,465,048 (2003: $18,608.000) of which $600,600
(2003: $12,800,000) is on projects which are yet to achieve practical completion.

The consolidated entity has bank Indemnity Guarantees in place totalling $2.304,441 {2003: nil) of which 51,889,933
(2003: nil} iz on proiects which are yet to achieve practical completion. In addition, bid bonds of A$735,290 (2003:
nil) were outstanding at 30 June 2604,

Litigation in Jurisdictions outside Australia

As previously reported, the Company and entities within the Consolidated Entity are engaged in litigation with
DriliTec GUT GmbH in Germany over a contract undertaken in 2000 and 2001, There are & number of legal actions
which are being vigorously pursued by the Consolidaied Entity. At 30 June 2004 our German lawyers have confirmed
approximately $3.3 million is outstanding in respect of the judgment against the Company. This is being appealed to
the Federal Court in Germany on both jurisdictional grounds and poinis of law. While these actions are pending, our
legal advice confirms that this judgement cannot be enforced in Ausiralia and, in any event, this judgement cannot be
pursued against assets of the Consolidated Entity in Australia without further legal process within Australia,
Notwithstanding this advice, the Consolidated Entity has provided for the fudl amount. Additionally, the Consolidated
Entity has paid $1.7 million under a guarantee previously given by a Director, which was mdemmified by the
Consolidated Entity. Full provision has been made for the amount outstanding notwithstanding the payment made
under the guarantee because of the uncertainty regarding right of set off. The Consolidated Entity intends to fully
defend its position both in Germany and Ausiralia o recover all montes previously paid and reverse the provision.
Indemnities

Indemnities have been provided to directors, and certain executive officers of the Company in respect of liabilities to
third parties arising {rom their positions, except where the Hability arises out of conduct involving a lack of good faith.
No monetary Hmit applies under these indemnities. There is no known current exposure under these indemnities.

Consolidated Company
20684 2003 2004 2003
$°000 £°000 £°000 $°006
Total estimated contingent liabilities 3225 15,674 3,225 15,674
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26.

27,

CONTROLLED ENTITIES
Particulars in relation to controlled entities

Name of Entity Country of Ownership Interest
Incorporation
2004 2603
%% %
Parent entity
A J Lucas Group Limited
Controlled entities
A J Lucas Admin Pty Limited Australia 106 100
A J Lucas Plant & Equipment Pty Limited Australia 106 100
A J Lucas Drilling Pty Limited Australia 106 106
A J Lucas Pipelines Pty Limited Australia 106 100
A J Lucas Testing Pty Limited Australia 106 100
Smart Electrical & Power Services Pty Limited Australia 106 106
A J Lucas Joint Ventures Pty Limited Australia 100 100
Coastal Sand Technologies Pty Limited Australia 100 1060
A J Lucas (Hong Kong) Limited Hong Kong 100 100
Tucas Coal Seam Gas Pty Limited Australia 100 100
A J Lucas Coal Technelogies Pty Limited Australia 100 106
A J Lucas (USA) Inc. " USA 100 .
Stuart Pty Limited ™" Australia 100 -
Wholly owned subsidiaries of Stuart Pty Ltd
Ketrim Pty Limited Australia 106 -
Stuart Painting Service Pty Ltd Australia 106 -
Lucas Stuart Projects Pty Lid Australia 104 -
(i) AJ Lucas Power Services Pty Limited changed fts name during the year to Lucas Coal Seam Gas Py Limited
(ii} A¥ Lucas {USA} Inc. was incorporated during the year
(1i1} Stuart Pty Limited was purchased during the year. See Note 28(c) for further details.

INTERESTS IN JOINT VENTURE
OPERATIONS

Joinf Venture Name  Prineipal Activities

Clough Lucas Pipe laying and related

construction activities

Clough Lucas
Bundeena

Pipe laying and related
consiruction activities
Spie Capag Lucas Engineering, design,
procuremment & construction of
pipeline

Lucas Molopo Exploration for methane gas

Participation Interest

2004
%%

50

20

50

75

Contribution fo operating
results of the consolidated

entity
2603 2064 2083
%o $080 $2000
50 52 {663
20 42 {69}
50 4,116 16,062
75 - -
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27.

INTERESTS IN JOINT VENTURE
OPERATIONS (cont.)

Included in the assets and Habilities of the consclidated entity are the following items which represent the
consolidated entity’s interest in the assets and lisbilities employed in the joint ventures, recorded in
accordance with the accounting policies deseribed in Note 1.

Consolidated Compuny
2064 2003 2084 2003

$060 000 000 $° 008
ASSETS
Current assets
Cash agsets 13,195 28,732 - -
Recervables 2,114 10,243 - -
Total current assets 12,305 38,935 - -
Non-carrent assets
Plant and equipment - 430 - -
Total assets 12,305 39,3465 - -
LIABILITIES
Current Liabilities
Payables 4,852 32,823 - -
Total Habilities 4,852 32,823 - -

Commitments
The consolidated entity has commiiments to all joint ventures of which it is a party to supply loan funds as and when
needed. Failure to supply funds may result in exclusion from the joint ventures. It is not possible te estimate the

funding requirements of the joint veniures.

Inn respect of the Lucss Molope joint venture, i is a condition of the Petroleum Exploration License (PEL 285) that
$2.5 mullion be spent by April 20035 of which the consolidated entity is required to fund 75%.
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28.

(a)

(b

NOTLES TO THE STATEMENTS OF
CASH FLOWS

RECONCILIATION OF CASH

For the purposes of the statements of cash
flows, cash includes cash at bank and on
hand. Cash as at the end of the financial
year as shown in the statements of cash
flows s reconciled to the related ilems in
the statements of financial position as
follows:

Cash assets
Bank overdraft

Fotal Cash

RECONCILIATION OF
PROFITALOSS) FROM ORDINARY
ACTIVITIES AFTER INCOME TAX
TO NET CASH PROVIDED BY/{(USED
IN) OPERATING ACTIVITIES

Profii/(loss} from ordinary activiiies after
income tax

Add/ (less) items classified as
imvesting/financing activities:

Interest on capitalised leases
Giain on sale of non-curreni assety

Consolidated Company
2004 2003 2004 2003
Note $°000 $°000 $*000 $'008
8 14,203 31,625 229 167
16 (1.663) {178} - -
12,540 31,447 229 167
6,782 7.743 {2,562} 2,646
743 412 - -
{256) (599} - -
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Consolidated Company
2064 2003 2004 24413
$000 £*000 £'000 $'008
28. NOTES TO THE STATEMENTS OF
CASH FLOWS {cont.)
Add /(less) non-cash items:
Depreciation 2,226 2.826 - -
Increase/(decrease) in provision for
doubifi} debis (2,213 1,646 - -
Increase/(decrease) in provision for
other loans (2,078} (250} - -
Increase in proviston for doubtful loans
to conirolled entity - - -
Amortisation of:
Leased assets 1,639 1,251 - -
Goodwill 37 266 30 1206
Research and development expenditure 355 258 - -
Bonding Costs 376 582 - -
Unrealised foreign exchange
(gaims)losses {357} {R6} - 326
Increase/(decrease} in deferred tax
liabilities (1,172} 5,121 4,847 -
(Increase)/decrease in deferred tax asseis BR3 {335) {788) {77
Increase/(decrease) in provisions {or
employee entiflerments {100} 285 - -
Increase/(decrease) in other provisions 3,313 - - -
Increase/(decrease) in loans to controlled
enlities - - {1,542% (3,326)
Increase/{decrease} In current tax
Labilities {82) {2,634} - -
Net cash provided by/(used in} operating
activities before changes in assets and
Habikties 10,096 16,486 {15} (437)
Change in assels and lisbilities adjusted for
effects of purchase and disposal of
controlled entities during the financial year:
(Increase)/decrease in receivables 7,580 (15,788%) 56 359
(Increase)/decrease in other current
assets 10 {10} - -
(Increase)/decrease in inventories (8,954) 18,738 - -
(Increase)/decrease in other non-current
assels - (704} - {19
Increase/(decrease) in payables {26,945 339 2 {46}
Net cash provided by/(used in} operating
activities {18,213} 24,081 43 {23)
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28, NOTES FO THE STATEMENTS OF CASH FEOWS (cont.)
{c) BUSINESS ACQUISITION
On 22 December 2003, the Company acquired all the issued shares of Stuart Pty Lid and the operating results of the

eniity have been included from that date in the consolidated operating results. Effective control of the entity was
gained on 1 July 2003, Details of the acquisition are as follows:

2084
£ 000
Consideration
[ssue of 600,000 fully paid shares
{including 230,000 issued after balance
date) 1,043
Acquisition costs 197
1,240
Fair value of net assets acquired
Cuarrent assets
Cash 1,856
Receivables {net) 239
[nventories 4,980
Fotal current assefs 7,075
Non-current assets
Plant and equipment 193
Deferred tax asset 415
Total non-current assets 612
Total assels 7,687
Carrent liahilities
Trade crediiors 6.245
Employee entilements 666
Other loans 150
Fotal current liabilities 7,001
Non-current liabilities
Deferred tax Hability 376
Fotal non-current liabilities 576
Fotal liabilities 7,577
Net assets acquired 110
Goodwill on acquisition 1,130
Consideration 1,240
Net cash inftow on acguisition
Cash consideration (197}
Cash balances acquired 1,856
1,659
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28, NOTES FO THE STATEMENTS OF CASH FEOWS (cont.)

(&) NON-CASH FINANCING AND INVESTMENT ACTIVITIES
During the year, the consolidated entity acquired plant and equipment with an aggregate fair value of $5,510,675
{2003: $690,000) by means of finance leases. In addition, during the prior year, $2,702,000 of plant and eguipment
was acquired in consideration for amounts owing to the Group. These purchases are not reflecied in the Statements of
Cash Flows.
During the year, 350,000 fully paid shares were issued as consideration for the purchase of Stuart Pty Limited. Refer
to Section (c} of this note for further details. Additionally, during the year, the Company issued 59,280 fully paid
shares to employees under the Employee Share Acquisition Plan for nil consideration. No movement of cash was
involved in these share issues.

{e) FINANCING ARRANGEMENTS

Refer note 16.
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29,  DIRECTOR AND EXECUTIVE DISCLOSURES

Remuneration of specitied directors and specified executives of the consolidated entity

Remuneration levels are competitively set to attract and retain appropriately qualified and experienced directors and senior executives. Remuneration packages are considered by
the Board as a whole and include a mix of fixed and incentive pay reflecting short and long-term performance objectives. Each individual is assessed on their contribution to the
Group and their remuneration structured in a manner consistent with their ability to influence the cutcome of their business division.

Executive directors and senior execulives may receive bonuses generally in the form of equity. Rights are issued under the Management Rights Plan (made in accordance with
thresholds set in place approved by shareholders at the 2001 AGM} either with or without performance hurdles depending on the mdividual. Non-executive directors do not
recetve any performance related remuneration but may be issued shares as part of their fees. Al equity based remuneration is made in accordance with plans approved by

shareholders.

The following table shows details of the nature and amount of the remuneration of the divectors of the Company (“specified directors™ and the five exccutives of the consolidated
entity with the greatest authority (“specified executives™} for the year ended 30 June 2004

T Post- . S Other -
employment Eqmt} Campematwn Compensation
e . Nt .. Super- ' e - Share .
~Monetary . annuation Value of Deferred -.Acqumtzan : Insurance
. Allowance - - Benefits benefits ...Righ_t.s..‘”-- ..... - Shares Plan premiums
5 8 S $ S s 8 s
Executive Directors SRR L e
Allan Campbell 2004 364410 -~ 100,208 7,000 471,618
2003 359,000 18,600 50,104 - 4,029 431733
Andrew Lukas 2004 232,062 18,000 100,208 7,000 366,672
2003 200,000 18,000 150,104 4,029 -._'--__"'312 133 -
lan Stuart-Robertson ¢ 2004 213,500 . e 7,000 "220 500 -
2003 30,000 - - 4,029 95 634_ :
Non-executive Directors R
Martin Green 004 -L30,000 - 7,006 _1'37,(}00 '-
2003 U-30,000 - 1,605, 4,029 LN95634 .
Tultan Gregory & 2004 027525 - 1,000 2R,525
Garry (' Meally 2004 30,000 - SO S Coe 7,006 T 37,000 -
2003 30,8600 - - - - 41,0670 - 4,029 75,099
Total, all specitied 2004 897497 RIS 9,402 18,000 - ~200,416 et 36,000 1,161,315
directors 2003 645,600 40,000 - 36,640 100,208 164,280 - 20,145 1,016,233
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29,  DIRECTOR AND EXECUTIVE DISCLOSURES (cont.)

Remuneration of specified directors and specified executives of the consolidated entity (cont.)

SRS Post- 7o o S Other 7000
employvment Eqmty Campemanon Compensation
o S N Saper- -7 . Share .

Saiary & ©Vehicle - Monetary - annuation 3_ '-Value of Deterred Acqumtzan . Insurance SRR
_______ Fees - ".":-.'A_l_lowa.nce " Benefits benefits - _ZRigh.t.s..‘*” v Shares- . Plan premiums " Fotal .

s s $ 3 5 s 5 3 s
Specified Executives R LT S
Kevin Lester, General 2004 . '27? 361 L e 12,870 188,400 - - 470,631
Manager, Pipelines 2003 222383 . 83,305 12,870 11,175 . - 1320733
Tim Herlihy, Chief Financial 2004  °201,109 " . 30,650 ¢ 20,000 104,667 - - 357426
Officer 2003 1 200,000 L 2,237 200000 e - 11237237
Breit Tredinnick, Operations 2004 130,144 37,580 12,240 . 1.243.764 .
Manager, Gas Management 2003 143,833 o e 12,870 - 1156703 -
Brian Burden, Chief 2004 135,239 25,000 6,588 15,350 - 198,877
Mark Tonkin, General 2004 134318 o 15,000 - 10,800 - 349,518

Manager, Gag Management 2003 137,500 15,600 - 11,023 “ 163,525
Total, all specified 2004 CU8TRITL L TU40,000 T 74,818 71,260 o - _ - 1,629216

executives 2003 703,716 340,000 85,542 56,765 i 1,175 - - - 887,198

{1 Mr Stuart-Robertson became an exceutive director of A Lucas following the acquisition of Stuart Pty Ltd. The salary and fees shown for 2004 include all fees earned
by Mr Stuart-Roebertson during the year from both Stuart and A¥ Lucas.

{2y  Mr Gregory was appoinied a director on 29 April 2004, Fees disclosed include fees earned for providing consulting services to the Company.

{3} The fair value of the right is calculated at the date of grant using a Black-Scholes model and allocated to each reporting period evenly over the peried from grant date to
vesting date. The value disclosed above is the portion of the fair value of the rights allocated to this reporting period.

{4y Mr Burden is an officer of Stuart Pty Ld which was acquired effective 1 July 2003, His prior year remuneration is therefore not shown.
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29. DIRECTOR AND EXECUTIVE DISCLOSURES (cont.)
Rights over equity instruments granted as remuneration

During the reporting period, the folowing rights over ordinary shares were granted and vested under the Lucas
Magnagement Rights Plan:

Number of rights Number of rights
granted during the year vested during the year

Specified executives
Brian Burden 36,060 16,000
Tim Herkihy 106,060 66,667
Kevin Lester 186,000 124,000
Mark Tonkin 186,060 120,000
Breit Tredinnick 66,060 46,000

Al rights pranted in the current year were granted on 28 May 2004, have an expiry daie of 28 May 2009, a zero exercise
price per share, and a fair value of $1.57 per right at grant date. Al rights expire on the earlier of their expiry date or
ternination of the individual’s employment.

No rights have been granted since the end of the financial year. The rights were provided at no cost to the recipients.
Further details regarding righis under the Lucas Management Rights Plan are given in Note 30.

Om the granting of the rights (o executives on 28 May 2004, 50,008 options previousty granted to Mr Lester, each
entitling the holder to purchase one ordinary share in the Company at $1.00 per share and expiring on 31 July 2004 were
cancelled. Their fair value at the time of cancellaiion was $37,000.

Exercise of options granted as remuneration

During the reporting period, the folowing shares were issued on the exercise of opiions previcusly granted as
remuneration.
Amount Paid
Number of shares $/share
Specified executives
Kevin Lester 106,000 $1.60

There are no amounts unpaid on the shares as a result of the exercise of the options.
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29,

DIRECTOR AND EXECUTIVE DISCLOSURES {cont.)

Rights and option holdings

The movement in the reporiing period in the number of rights and options over ordinary shares i the Company held
directly, indirectly or beneficially, by each specified director and specified executive, including their personally-related

entities, is as follows:

Held at
1 July 2603
Specified directors
Allan Campbell 250,600
Andrew Lukas 250,600
Specified executives
Brian Burden -
Tim Herlihy -
Kevin Lester 150,600
Mark Tonkin -

Brett Tredinnick -

Granted as
remuneration

30,006
160,606
180,606
180,606

60,004

Exercised

Cancelled

(100,000) (50,000

Held at
30 June 2064

256,060
256,060

36,060
106,060
186,060
186,060

64,000

Vested and
exercisable
at 30 June
2604

16,000
66,667
120,600
120,600
40,600

83,333 rights held by each of Allan Campbel! and Andrew Lukas have vested but are not exercisable uniil 23 December
2004. No rights held by the specified executives are vested but not exercisable.

Equity holdings and transactions

The movement during the reporting period in the number of erdinary shares of the Company held directly, indirectly or
beneficially by each specified divector and specified executive, incliding their personally-related entities, is as follows:

1 July 2003

Specified directors

Held at

Allan Camypbell 10,152,658

Andrew Lukas

fan Stuart-Roberison
Maztin Green

Garry O’Meally

Specified executives
Kevin Lester

6,121,500
1,386,200
75,600
165,180

Purchases

Received on
exercise of
options

100,606

Sales

(95,908)

(100,000)

Held at
30 June 2084

10,656,750
6,121,560
1,386,260

75,060
109,180
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29,

DIRECTOR AND EXECUTIVE DISCLOSURES (cont.)

Loans and other transactions with specitied directors and executives

Loans

Details regarding loans cutstanding at the reporting date to specified directors and specified execuiives, where the

individual’s aggregate {oan balance exceeded $100,000 at any time in the reporting period, are as follows:

Interest paid
and payabie

in the Highest
Balance Balance reporting balance in
1 July 2803 30 June 2004 period period
b b3 b3 k]

Specified directors
Allan Campbell - - - 612,150
Andrew Lukas - - - 612,150
[an Siuart-Robertson - - - 612,150

Mesgrs Campbell, Lukas and Stuart-Robertson all have an inferest in Al Lucas Holdings Pty Limited which was
advanced $612,150 by the Company on 8 June 2004, The loan was repaid on 25 June 2004. No mterest was payable
on the loan as A Lucas Holdings loaned various amounts o the Company interest free throughout the year.

The aggregate of loans made, guaranteed or secured by any entity in the economie entity to each group of specified
directors and specified executives, and the number of individuals of each group, are as follows:

Opening Closing  Interest paid Number in

Balance Balance  and payable group at 30

b b3 3 June

2004 - - - 3

Other transactivns with the Company or it controlled entities
A number of specified directors, or their personally-related entities, hold positions in other entities that result in them
having control or significant nfluence over the financial or operating policies of those entities.

A number of these entifies transacted with the Company or its subsidiaries in the reporting period. The terms and
conditions of those transactions were no more favourable than those available, or which miglt reasonably be expected to
be available, on similar transactions to unrelated entities on an arm’s length basis,

The aggregate amounts recognised during the year relating to specified directors and their personally-related entiiies,
were total expense of $485,708. Details of the transactions are as follows:

2604
Specified directors Transaction Note $
Allan Campbel Execuiive director services (1} 364,410
[an Stuart-Robertson Due diligence analysis it} 7,550
Julian Gregory Consulting services {11} 113,708
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29,

{0

(1)

(iii)

DIRECTOR AND EXECUTIVE DISCLOSURES {(cont.)
Other transactions with the Company or its controlled entities {continned)

Mr Campbell’s services to the Company are provided through Argyll Capital Partners Limited. Such services were
provided in the ordinary course of business and on normal terms and conditions. The amount payable for these services
is shown at the beginning of this note.

Mr Stuart-Robertsen is a director of John Hollis & Partners which provided due diligence services. Amounts were
billed based on normal market rates for such services and were due and payable under normal payment terms.

The Company used the consulting services of Julian Gregory In relation to the review of contracts for services provided
by the consolidated entity. Amounts were billed based on normal market rates for such services and were due and
payable under normal payment terms.

Mr Campbel! loaned $1,560,000 io the consolidaied entity during the prior year to facilitate the purchase of various
drilling rigs and related equipment. The loan was made without security at normal secured funding interest rates and
was repaid m full on 29 October 2003 together with $20.448 inferest.

AJ Lucas Holdings Pty Ltd, a company associated with Messrs Campbell, Lukas and Stuart-Robertson, loaned the
Company and the conselidated entity various amounts throughout the year as follows:

Interest paid
and payable

in the Highest

Balance Balance reporting balance in

1 July 2003 30 June 2084 period period
b3 $ $ b

196,511 150,000 - 1,136,561

The loans were made interest free and without security
30 June 2004
$
Assets and liabilities arising from the above transactions
Current liabilities
ELoan from related entity 150,000
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30.

Consolidated Company
Note 2604 2083 2004 2003
$600 $000 $°080 $'008
EMPLOYEE BENEFITS
Apgregate liability for employee benefity,
including on-costs
Current 17 1,106 620 - -
Non-current 17 309 289 - -
1,415 569 - -
The present values of employees’
entitlements not expected to be setiled within
twelve months of reporting date have been
caleulated using the following weighted
averages:
Assumed rate of increase in wage and salary
rates 2.5% 2.5%
Discount rate 5.1% 5.1%
Setilement term {years} 10 10
Number of employees
Number of employees at year end 161 188 5 5

Superannuation plans

The Company and certain coniroled entities contribute to several defined coniribution superannuation funds.
Contribuiions on behalf of employees are payable based on variocus percentages of their gross salaries. The
superannuation funds meet the requirements of the Insurance and Superannuation Commission and fulfil the

consolidated entity’s obligations under the superannuation guarantee legislation.

Equity-based plans

The Company has three employee inceniive schemes approved by shareholders at the snnual general meeting
held on 28 November 2001, Toial securities granied but unissued under these schemes cannot exceed 15% of

the total number of shares on 1ssue.

Inn addition, prior to the commencement of the curreni employee mcentive schemes, the Company had an
executive share option plan, infroduced in 1999, under which each option was convertible into one ordinary
share at $1.00 per share provided the share price exceeded $1.30 at the date of exercise. This plan has now
been terminated and ihe residual unexercised options under this plan at the beginning of the year were either
exercised or cancelled during the year. A summary of the movement in the opiions during the year is set out

below.
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30.

EMPLOYEE BENETFTTS (cont.)

Grant date Lxercise Expiry date Exercise Number of Options  Options Number
date on or price optiens at expired/ exercised of options
after beginning cancelled at end of
of vear year
2064
31 July 1999 31 July 2602 31 July 2604 51.00 150,000 {50,600) {100,060} -
2083
31 July 1999 31 July 2002 31 July 2004 51.00 300,600 (160,600) (30,000 150,000

The amount recognised in the linancial statements of the Company and consolidated entity in relation to options
exercised during the year is the consideration paid on the exercise of the options.

a} Management rights plan

The Management Rights Plan (“MRP”} is available to employees, non-execulive directors and other persons at
the discretion of the board. Nominated persons will be granted rights to acquire shares in the Company. The
issue of these righis can take the form of the award of shares for no monetary consideration, traditional priced
options or performance righis {which have no exercise price}.

Each right s converlible to one ordinary share. There are nno voting or dividend rights attaching to the righis
nor are there voting rights attaching 1o the unissued ordinary shares.

{1y Execative directors

Following shareholder approval granted at the annual general meeting held on 28 November 2602, rights were
granted to each of the executive directors af the time to acguire {ully paid shares in the Company. The rights
vest in three tranches, one third two years after their grant, a further third afler three years and the balance after
four years and may only be exercised i the consolidated entity achieves the performance hurdle.

Fo achieve the performance hurdle, the consolidated entity’s earnings per share (“EPS™) for the last three
financial years {two financial years in respect of the first tranche) ended prior to the grant of any shares must
equal or exceed the rate of 10% per annum growth over a deemed EPS base of 12.7 cents. If the performance
hurdie is not achieved in respect of a tranche, the Board may re-evaluate the performance at the end of' a
subszequent year and allow the rights to be exercised # the hurdle 1s subsequently satisfied. Assuming the
performance hurdle is satisfied and the righis are exercised, the shares will be issued for nil consideration.

(it} Executives and employees

During the year, rights were granted to 39 senior employess meluding certain executives of Stuart Pty Limiled,
the Company’s wholly owned subsidiary acquired during the year. These rights vest at various times as set out
in the following table:

Lucas emplovees
{excluding those

emploved by Employees of Stuart
Vesting date Stuart Pty Limited) Pty Limited
30 June 2004 273 173
30 June 2005 173 173
30 June 2000 - 173

All these rights expire on the earlier of 28 May 2009 or termination of the employee’s employment. There is no
performance hurdle for the rights to be exercised and no consideration is payable on their exercise.
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30.

EMPLOYEE BENETFTTS (cont.)

a} Management rights plan (cont.)

Details of rights in aggregate over unissued ordinary shaves at the beginning and ending of the reporting period

and movements during the year are set out below.

Grant Date

Exercise
date an or
after

Consolidated and Company

2004

23 Drec 2602
23 Drec 2602
23 Dec 2602
28 May 2004
28 May 2004
28 May 2004

23 Dec 2604
23 Dec 2605
23 Dec 2606
30 Jun 2004
30 fun 2005
30 Jun 2006

b) Deferred share plan

Expiry date

23 Dec 2607
23 Dec 2607
23 Dec 2607
28 May 2065
28 May 2065
28 May 2005

Exercise
price

$0.00
$0.00
$0.00
£0.00
£0.00
£0.00

No. of No. of rights on issue
rights at at end of year
beginning Rights

of vear granfed  On Issue Vested
166,666 - 166,666 166,666
166,666 - 166,666 -
166,667 - 166,667 -

- 808,333 803,333  B03,333

- 435,667 435,667 -

- 63,006 63,006 -
500,000 1,307,000 1807000 965999

The Deferred Share Plan (“DSP”) is available to chosen directors, including non-executives, and employees to
allow them to take a part of their annual reruneration in the form of shares in the Company.  Shares vest from
the date of 1ssue but cannot be disposed of until the earlier of 10 years from the date of issue or the date their
employment or service with the consolidated entity ceases. No shares (2003: 200,000) were issued during the

year.
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30.

EMPLOYEE BENEFITS (cont.}
¢} Employee share acquisition plan

The Employee Share Acguisition Plan {“ESAP”) is available to all eligible employees to acquire ordinary
shares in the Company for no consideration as a bonus component of their remuneration. The ESAP complies
with current Australian tax legislation, enabling permanent employees to have up 1o 51,000 of free shares per
annum, in respect of an employee share scheme, excluded from their assessable income.

Eligibie employees are entitled to free shares per annum with a value up to $1,000. Shazes issued under the
ESAP rank equally with other fully paid ordinary shares including full voting and dividend rights from the date
they vest. No consideration for the shares is receivable from the employees.

Shares are issued In the name of the participating employes and vest from the date of issue. However, they
cannot be disposed of until the earlier of 10 years from the date of issue or the date their employment with the
consolidated entity ceases. The board has the discretion to vary this restriction. The ESAP has no conditions
that could resull in a recipient forfefting ownership of shares.

The fair value of shares 1ssued during the reporting perioed was $83,200 being the market price of the
Company’s shares on the Australian Stock Exchange at the close of trading on their issue dates less a 20%
reduction for the resirictions on their disposal. The fair value has not been recognised as an expense in the
financial statements.

Summary of share movements in the plan:

Teading
Opening Granted & vested restriction lifted
balance during the vear during the vear Closing balance
Number of  Fair value Fair value
Grant dates Number shares per share Number Number  aggrepate
$
28 May 2004 - 39,280 1.30 - 59,280 74,456
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31.

NON-DIRECTOR RELATED PARTIES

The only class of non-director parties is wholly-owned controlied entities.

Details of interests in wholly-owned controlled entities are set out in Note 26, These companies trade with each other

from iime to iime on normal commercial terms.

The aggregate amounts incliuded in the profit from ordinary activities before income tax expense that resulted from

transactions between entiies in the consolidated entity are:

Dividend revenue from wholly-owned controlled entity

[nterest revenue
Interest expense

Recetvables:

Aggregated amount receivable from wholly-owned controlled entities of the

Company:

Coastal Sand Technologies Piy Limited
Less: Provision lor doubtful loan

A T Lucas Drilling Pty Limited

A I Lucas Testing Pty Limited

A I Lucas Pipelines Pty Limited

A T Lucas Joint Ventures Pty Limited

A T Lucas Admin Pty Limited

A I Lucas Power Services Pty Limited

A I Lucas Coal Technologies Pty Limited
A I Luecas Plant & Equipment Pty Limited
AJ Lucas (USA) Inc.

Stuart Piy Limited

Pavables:

Aggregate amount payable to wholly-controlled entities of the Company:

A I Lucas {Hong Kong) Limited

2004 2003
$°000 $°000
- 3,000

833 807
833 807
55 55
(55) (55)
12,028 6,120
1,036 1,645
13,593 5,668
12,867 9,975
700 13,433
2,253 3
6,739 4,518
7,617 13,217
27 -
1,080 -
57.940 54,579
10,627 12,866
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32.

EVENTS SUBSEQUENT TO BALANCE DATE
Dividends

For dividends declared after 38 fune 2004, see Note 21,
Payment of deferred consideration for Stuart Pty Ltd

Since 30 June 2004, the Company has paid the residual deferred consideration for the acquisition of Stuart with the
tssue of 250,000 shares in the Company. The amount of the consideration has been included in payables in the
financial statements for the year ended 30 fune 2004 and the shares issues taken inio account in caleulating earnings
per share for the year.

Memorandum of Understanding to purchase facilities management business

The Company has entered into 3 Memorandum of Understanding to purchase a business which provides facilities
management service to the food and beverages sector specialising in the aviation indusiry.

Fmpact of adopting AASE eqaivalents fo IASB standards

The consolidated entity will be reguired to prepare financial statements using Australian Standards that comply with
[nternational Financing Reporting Standards and their related pronouncements {IFRS} when the consolidated entity
reporty for the vear ended June 2006.

This financial report has been prepared in accordance with Australian accounting standards and other financial
reporting requirements (Australian GAAP). The differences between Ausiralian GAAP and [FRS identified to date as
potentially having a significant effect on the consolidated entity’s financial performance and financial position are
sunymarised below. The summary should not be taken as an exhaustive list of all the differences between Ausiralian
GAAP and IFRS. No attenmypt has been made to ideniify all disclosure, presentation or classification differences that
would affect the manner in which transactions or events are presented.

The consolidated entity has not quantified the effects of the differences discussed below. Accordingly, there can be no
assurances that the consolidated financial performance and financial position as disclosed in this financial report would
not be significantly different if determined in accordance with IRFS.

Regulatory bodies that promulgate Australian GAAP and IFRS have significant ongoing projects that could affect the
differences between Australian GAATP and IFRS deseribed below and the impact of these differences relative to the
consolidated entity’s financial reports m the future. The potential impacts on the consolidated eniity’s linancial
performance and financial position of the adoption of IFRS, meluding system upgrades and other implementaiion costs
which may be incurred, have not been quantified as at the fransaction date of 1 July 2004 due to the short Umeframe
between finalisation of the [FRS standards and the date of preparing this report. The impact on future years will
depend on the particular circumstances prevailing in those years.

The Chief Financial Officer has established a formal project, monitored by the Board, to achieve transition to IFRS
reporting, beginning with the half year ended 31 December 2003, The Company’s implementation project consists of
three phases as follows:

Assessment and planning

Alms to produce a high level overview of the impact of conversion to [FRS reporting on existing accounting and
reporting policies, systems and processes, ineluding siaff training requirements. This phase is expected to be
completed by 31 December 2004,
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32. EVENTS SUBSEQUENT TO BALANCE DATE {cont.}
Fmpact of adopting AASB eqaivalents fo FASB standards {cont.)

Design

Aimégm formulate the changes required to exisiing accounting policies and procedures, systems and processes in order
to transition to IFRS. This will include formulating revised accounting policies, identifying potential financial impacts,
developing training programmes for siafl and changes o business systems and procedures. This phase is to be
expectled to commence prior to 31 December 2004,

Implementation
[ncludes implementation of identified changes to aceounting policies, business procedures processes and systems and
training for staff.

Keyp differences in acconnting policies
The accounting policies where the key diflerences are expeeted to arise from the adoption of IFRS are:
¢ Goodwill: Wil not be amortised, but must be tested oy impairment each year.
¢  Research and development: Research costs will not be able to be capitalised and must be expensed.

+ Income tax: The balance sheet approach is required rather than the income statement liability method which
is expected to result i more deferred tax assets and lisbilities,

+  Revaluation of non-current assets: Revaluation merements/decrements are required to be recognised on an
individual assetl basis, not a class of asset basis,

*  Share based payments: Valuation of all equity-based remuneration at fair value and recogmised as an expense.
Currently not recognised as an expense.

The directors are not aware of any other event that has arisen since the end of the year that may significantly affect the
consclidated entity’s operations, iis results or its state of financial affairs in subseguent financial years.
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In the opinion of the directors:

1{a} the financial statements and notes, set out on pages 18 to 72, are in accordance with the Corporations Act
2001, mcluding:

{1} giving a true and fair view of the financial posiiion of the Company and conselidated entity as at
30 June 20604 and of their performance, as represented by the results of their operations and their
cash flows, for the year ended on that date; and
{H) complying with Accounting Standards in Australia and the Corporations Regulations 2001; and
{b) there are reasonable grounds to believe that the Company will be able to pay its debts as and when they

become due and payable.

Stgoed in accordance with a resolution of the directors:

y /7 A=V

Allan Stuart Campbell Ian Stuart-Robertson
Birector Birector

30 September 2604
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Australian Stock Exchange Additional Information

For the year ended 30 June 2004

SHAREHOLDING DETAILS

The shareholder information set out below was applicable as at 31 Augusi 2004,

{a) Distribution of equity security holders

Range of number of securities held

1 - 1,000

1,061 - 5,600
5,061 - 10,000
10,601 - 160,600
100,001 and aver

Fotal

Nuniber of Equitv Security Holders

24 shareholders held less than & marketable parcel of ordinary shares.

by Twenty largest shareholders

Name

A J Lucas Holdings Pty Limited
National Nominees Limited

Westpac Cusiodian Nominees Limited
Amalgamated Diaries Limited
Commodity Traders (NZ) Limited

New Zealand Guardian Trust Company Limited
Mr Gerald Harvey

Auckland Medical Research Foundaiion
Gwynvill Trading Pty Lid

Quesior Financial Services Limited

JP Morgen Nominees Australia Limited
Frank Hadley Piy Lid

NZ Guardien Trust Company Lid

ANZ Nominees Limited

Maminda Pty Lid

Kisantelle Pty Limited

Bruce Birnie Pty Ltd

Frank Hadley Pty Lid

Queensland Invesiment Corporation
Health Super Pty Lid

Total
¢} Substantial shareholders

Name

A J Lucas Holdings Piy Linsted

Ordinary Rights
Shares
356 .
1,361 1
517 16
377 1%
27 2
2,638 37
Number of Ordinary % of
Shares held Issued Shares
17,494,060 34.34
3,570,972 7.80
3,293,150 6.47
2,004,060 4.10
1,774,000 348
539,882 1.06
497,750 0.98
418,000 0.82
375,070 0.74
363,186 0.71
320,714 0.63
316,829 0.62
294,950 0.37
268,735 0.53
256,000 0.49
237,060 0.47
221,479 0.43
206,060 0.39
172,314 0.34
156,000 0.29
33,236,031 65.26

Number of Ordinary
Shares held
17,490,030 3434
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Unguoted equity securities

As at 31 August 2004, there were 1,202,000 rights granted over unissued ordinary shares in the Company to
employees.

Voting rights
Ordinary shares

On a show of hands, every sharehiolder present in person or by proxy or representative has one vote and on & poll,
every shareholder present in person or by proxy or representative has:

{a) in respect of fully paid shares, one vote lor every share held; and
{b) in respect of partly paid shares, a fraction of a vote equivalent to the proportion which the amount paid
bears to the total amounts paid and payable for the share.

Rights

Rights do not carry a right io vote.
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DIRECTORY

Company Secretary
Mr. Nicholas Swan MA, ACA, MBA, ASIA

Registered office

Ground Fleor

157 Church Street
RYDE NSW 2112
Tel +61 2 G809 6866

Fax +61 2 9807 6088

Share registry

Computershare Investor Services Pty Limited
Level 5, 115 Grenfell Street

ADELAIDE 8A 5060

GPO Box 1903
ADELAIDE 8A 5001

Enquiries within Australia: 1300 5356 161

Enquiries outside Australia: +61 3 9615 5970

Email: web queriesfé@icomputershare . com.au
Website: www.computershare.com

Stock Exchange

The Company is listed on the Australian Stock Exchange with the code “AJL’. The home exchange is
Sydney.

Auditors

KPMG

10 Shelley Street
Sydney NSW 2000
Baakers

ANZ Bank

67 Albert Street
Chatswood NSW 2067
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