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CT1 LOGISTICS LIMITED

ABN 69 008 778 925

DIRECTORS’ REPORT

YOUR DIRECTORS PRESENT THEIR REPORT ON THE CONSOLIBATED ENTITY CONSISTING OF CTI LOGISTICS
LIMITED AND THE ENTITIES IT CONTROLLED AT THE END OGF, OR DURING, THE YEAR ENDED 34 JUNE 20663.

Directors of the Company in office doring the whole of the
financial year wnless otherwise disclosed and up to the
date of this report are:

David Robert Watson
Me Watson is the founder and executive chairman of the
consolidated entity.

Trevor John Kennedy

Mr Kennedy is the non-executive deputy chairman of CTY
Logistics Limited. He is also chairman of Oil Search Limited
and Cypress Lakes Group Limited. He is a director of Qantas
Airways Limited, Downer EDI Limited, FTR Holdings
Limited, RG Capital Radio Limited, Qantas Superannuation
Limited and June lovestments Piy Limited. Mr Kennedy has
also served on a number of other boards and Australian
Government Authorities including the Federal Government
Remugeration Tribunal. He is a member of the remuneration
commities.

Jonathan Bavid Ebbery

Me Elbery is a chartered accountant who has been with the
consolidated entity since 1992, He s responsible for the
consolidated entity’s security, freipht forwarding and customs
broking operations. Mg Elbery 1s a membes of the awdit
committes.

Peter James Leonhardt

Mre feonhardt is a nos-executive director of CTY Logistics
Limited and has been with the consolidated entity since 1999,
He is also chairman of Voyager Enerey Limited, a director of
Alllance Finance Limited and a former managing partner of
Coopers & Lybrand. Mr Leonhardt is the chairman of the
audit commitiee and remuneration commitiee.

David Anderson Mclor

Mr Melior is a chartered accountant who has been with the
consolidated entity since 1978, He is responsible for the
consolidated entity’s finances and accounts.

Bruce Edmend Saxild

Mr Saxitd has been with the consolidated entity since 1977,
He is responsible for the consolidated entity’s fogistics and
transport operations,

Warren William Lindsay Tocker

Me Tucker was a non-executive director of CTY Logistics
Limited. He retired from the board of T11 Logistics Limited
o 21 November 2002,

Principal activities of the consolidated entity

The principal activities of the consolidated eantity durning the
vear were the proviston of logistics, transport and security
services, printing, manufacturing of plastic products and
investment.

71 Logistics Limited and Controlled Entities

Dividends

The directors have declared a final dividend of | cent per
ordinary shave fully franked. This dividend is not recognised
as a Hability at wear end as a result of the change in
accounting policy for providing for dividend (refer to aote
Hu)j)

Review of operations and results

During the period the consolidated entity sold the freight
forwarding and customs broking businesses. In the year under
review consolidated revenue from ordinary activities was
91,521,359, down 9.5% on the previous year. This year
there has been an increase in courier revenue, which has been
offset by the decline in warehousing and wharf related
revenues, and the effect of the sale of the freight forwarding
and customs broking businesges.

As previously reported at the half year, earnings were
adversely affected by the write-down of an investment and a
provision for share scheme foans. These two items reduced net
profit attributable to shareholders by $728,280.

Changes in the state of affairs

No stgnificant changes in the state of affairs of the
consolidated entity have occwrred other than those matters
referred to elsewhere in this Annual Report

Events subsequent to batance date
Stnce 30 dune 2003, an unconditional sale agreement has been
entered into for a property held for resale, (refer to note 27

The directors are not aware of any matter or circamstance not
otherwise dealt with in this Angual Report or the {inancial
statements that has significantly or may significantly affect
the operations of the consolidated entity, the results of those
operations, or the affaics of the consolidated entity in
subsequent financial years.

Likely developments

The major objectives encompassed in the Business Plan of the

consolidated entity ares

(i} expansion of existing operations by agpressive
miarketing and by acquisition;

(ity  establishment or acquisition of businesses in f{ields
related 10 or compatible with the consolidated entity's
existing core operations; and

(it} to maximise the profus and returns to shareholders by
constant review of existing operations.

Directors” benefits

Nao director of the Company has, stnee the end of the previous
francial year, received or become entitled to receive a benefit
{other than a benefit included in the aggregate amount of
emotuments  received by directors  as  shown  in the
consolidated entity’s accouns) by reason of a contract made
by the Company or a controbled entity or a related body
corporate with the director or with an entity of which the
director is a member, or with an eatity in which the director
has a substantial financial  interest other than  those
transactions detailed in Note 24
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DIRECTORS’ REPORT {continued)

Directors’ meetings

The number of directors’ meetings held i the period each
director held office during the financial year and the number
of meetings attended by each director were:

Board of
Directors
Number  Nomber
Held Attended
3D Elbery 7 K
T ¥ Kennedy
P I Leonhardt
D A Mellor
B E Saxild
WW L Tucker {retired)
D R Watson

R e e
b B B v}

Aueit commitiee
Number  Nomber
Held Attended
3D Elbery 4 4
P Leonhardt 4 4

Remuneration committee
Number  Nomber
Held Attended
T ¥ Kennedy I |
P Leonhardt I i

Directors’ and execntives” emoluments

The remumeration commitiee consisting of the deputy
chairman and the chairman of the audit commitiee makes
specilic recommendations on remuneration packages and
other terms of employment for executive directors.  No
element of the remugeration 8 based upon the company’s
performance.  Remuneration of non-executive directors i
determined by the Board within the maximum amount,
approved by shareholders, from tme 1o time.  Details of the
nature and amount of each element of the emoluments of each
director of the Company and the consolidated entity is set oue
in the following table.

Company and consolidated entity

Salary Moeotor Total
{including Vehicle
superannuation)
$ % $
Non-executive
T ¥ Kennedy 25,00 - 25,005
P 3 Leonhardt 25,003 - 25,00
W W L Tucker 2,250 - 2,250
{retired)
Executive
1D Elbery 226,384 5,208 231.652
D A Metlor 204,900 R978 213,878
B E Saxild 221,025 1.659 232,684
D R Watson 304,122 13,054 37176
During the year, the executive directors {with the exclusion of

the chairman) purchased ordinary shaves under the Employee
Share and Option Plan. The purchase price of the shares was
determined under the terms of the Employee Share and
Option Plan {refer note 16(iv))

CTI Logistics Limited and Comrolied Entities

Having regard to the size and structure of the consolidated
entity, the pature of its operations, and the close involvement
of the four executive directors, it is the opinion of the direciors
that there are no executive officers of the Company or the
consolidated entity apart from the four execuiive directors.

Particulars of directors’ interests in shares of
CTI Logistics Limited

Direct Indirect

Holding Holding

J 15 Efbery 161,426 306,200
T I Rennedy 6034 3.596.624
P i Leonhardt - 53,086
I3 A Melfor 68,445 Y07, 006
B E Saxild 63,626 T2.471
I3 R Watson 3,405,193 1,964 861

Directors” and officers’ indemnity insarance

The Company's directors’ and officers’ indemnity insurance
policy indemnifies the divectors named tn this report in respect
of their poteatial Hability o third parties for wrongful acts
committed by them in thelr capacity as directors {as defined in
the policy). The premivm paid in respect of this policy was
$14.069 (2002 - S11,759).

Environmental reguolation

The operations of CTT Logistics Limited and its controlted
entities are not subject o any particular or sigeificant
envirommental regulation. However, the Board believes that
CT1 lLogisties Limited and its controlled entities  have
adequate systems in place for the management of ifs
environmental requirements and is not aware of any breach of
those environmental requirements as they apply o CTi
Logistics Limited and its controlled entities.

Shares under option
Unissued ordinary shares of CT] Logistics Limited under
option at the date of this report are as Tollows:

Number Issuae price Expiry Date
of Shares
Option G060 75 cents 28 February 2004

The above options are exercisable at any ime on or hefore the
expiry date. No option holder has any right under the options
to participate in any other share issue of the company or of
any other ensity.

This report is made in accordance with a resofution of the
directors.

e

DAVID MELLOR
Director

Peeth, 30 September 2003
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STATEMENTS OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 30 JUNE 20603

Consslidated Company
Nofes 2063 2082 2603 2002
L3 % § L3

Revenue from ordinary activities 2 G1,521,359 101,155,872 8,141,661 7448332
Borrowing costs expense 1,952,889 2,170,578 1,930,082 2,087,157
Other expenses from ordinary activilies 3 89,114,228 97,124,736 6,187,013 5,570,864
Profit/{loss) from ordinary activities before 3
income fax expense ) 454,242 1,260,558 24,506 (2039,689)
Income tax expense/(benefit) 4 239,440 471,004 83,078 (45,223
Net profit/{loss) atiributable to members of 17
ihe Company 214,802 789,554 (58,572 {164,466}

Cents Cents
Basic earnings per share 25 0.85 3.7
Diluted earnings per share 25 0.85 3.7

The accompanying notes form an integral part of these financial statements.

CTI Logistics Limited and Comrolied Entities Page 3



STATEMENTS OF FINANCIAL POSITION

AS AT 30 JUNE 2003

Consolidafed Company
2603 2042 2063 2002
Notes $ $ b %
CURRENT ASSETS
Cash assels 26 - 736,322 - 756,322
Receivables 5 4957818 21,552,325 {RO31,587 22,330,744
Inventories K 1,354,737 1,375,440 59,121 60,129
Tax assels b 1,162,206 102,184 323,581 416,037
Other assels It 4,798,139 043 855 L} 63,116
Total Carrent Assets 22272794 25,630,137 {8,494, 389 23,632,248
NON-CURRIENT ASSETS
Receivables 5 1,837,155 GRT000 487,155 HR7O06
Other fnancial assels G 327,753 789,295 8,439 981 8,439,981
Property, plant and eguipment 8 25,734 877 29,339,852 2,798,970 3,146,959
Tax assels b 271,644 361642 H3L, 060 89,080
Inangilie assels 10 3357114 5,193,528 - -
Other assels I 4,952 . - .
Total Nen~current Assets 31,533,495 36,371,347 {LR2T7, 172 §2,363.020
TOTAL ASSETS 53,806,289 62001454 3321561 35905268
CURRENT LIABILITIES
Payables 12 B.817.301 1,161,659 1,373,680 20,717
Interest bearing liabiities 13 F3T52,685 7,084,490 5,084,703 3,654,803
Tax liabilities 14 454,242 192519 - -
Provisions 15 1923109 F.962,590 611,261 o7 (44
Total Corrent Eiabilities 21.947 337 19,401,264 70644 5182624
NON-CURRENT LIABILITIES
Payables 12 416,608 - - .
Interest bearing liabiities 13 8. 180,761 19.700,014 2821479 (0,328014
Tax liabilities 14 1.697.926 F701,238 2,602 -
Provisions 15 500,789 541087 {1,455 296,932
Total Non-current Liabilities FOLB05, 144 21.948,339 2,935,530 §0,625.846
TOTAL LIABILITIES 32752 481 41,349,603 10,006,180 E5,508.470
NET ASSETS 21053 808 20,651,851 20,315,381 20,186,198
EQUITY
Conltributed equily I& 23044 219 19 857,064 20,044,219 §9,857.004
Retained profits 17 FO09. 589 To4, 78T 7L 162 329,734
TOTAL EQUITY 21053 808 20,651,851 20,315,381 20,186,198

The accompanying notes form an integral part of these financial statements.
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TEMENTS OF CASH FLOWS

S
FOR THE YEAR ENDED 30 JUNE 2003

CASH FLOWS FROM GPERATING ACTIVITIES
Receipts from trade and other debtors (inclusive of
goods and services tax)

Payments of accounts payable and to other
suppliers and creditors and employees (inclusive of
coods and services tax)

Inferest received

Borrowing costs

Dyividends received

Income taxes paid

Net cash flows from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Loan repayments received

Paymenls for property, plant and equipment
Payments for purchase of businesses

Proceeds from sale of businesses, property, plant &
equipment

Net cash flows from invesiing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Repaymenl of borrowings

Dividends paid

Net cash flows from financing activities

NET INCREASE/ADECREASE) IN CASH HELD

Cash at the beginning of the financial year

CASH AT THE END OF THE FINANCIAL YEAR

The accompanying notes form an integral part of these financial statements.

CTI Logistics Limited and Comrolied Entities

Nofes

2601

26(i1)

Consolidafed Company
2603 2402 2603 2042
$ $ $ L3
108,812,103 121.784.506 4,509,524 5,504,593
(101,343,066} (114,024,980 {4.200,159) {5.832,816)
79.626 42,254 2,025,400 2,394,087
(1,952,889} (2,170,578} {1.930,082) (2087157
3,588 3,036 225,255 3,036
(58,042 (210,058} - 5.621
5.548.322 5.424.180 620,947 (12.6%36)
6,000 - 5,001,531 1.B82,08%
(1,261,865} (972,765) (79,400 (50.880)
{52,000} {38,609} - -
5,455,958 1,347,600 F71500 56,782
4,148,003 336,226 5,005 031 1888890
(13,272,673) (5,920,599} (6,301.236) (2.036,447)
(248,799} - {248.799) -
(1,521,472) (5,920,599} {0,550,035) (2.036,447)
(R25.057) (160, 193) (425 (57 (160,197
756,322 916,515 756,322 90,515
{68,735} 756,322 (68,735} 756,322
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TO THE FINANCIAL TEMENT

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The fmnancial report is 2 general purpose frnancial report prepared in accordance with Accousting Standards, other authoritative
progouncements of the Australian Accounting Standards Board, Urgent Issues Group Consensus Views and the Corporations Act
2001,

The financial statements have been prepared on the basis of historical costs and, except where stated, do not take inlo account
current valuations of non-current assets. Where the carrying amount of a non-current asset exceeds 18 recoverable amount, the
asset i writlen down to i1s recoverable amount. The recoverable amount of an asse! is assessed as the net amount expected to be
recavered through the cash inflows and outflows arising from its continued use and subsequent disposal or via appropriate market
indices. Except where stated recoverable amounts are not determined ustng discounted cash flows.

The accounting policies adopted in preparing the financial statemenis have been consistently applied by entities in the
consolidated entity except as otherwise indicated. Unless otherwise stated, the accounting policies are consistent with those of the
previous year,

a PRINCIPLES GF CONSOLIDATION
The consolidated {inancial statements tncorporate the assets and Habilities of all entities controlfed by CT1 Logistics Limited
"Company” or "parent entity”} as at 30 June 2003 and the results of all controfled entities for the year then ended. CT1
Logistics Limited and its controlled entities together are referved to in this financiad report as the consolidated entity. The
effects of all trassactions between entities in the consolidated entity are eliminated i full.

Where control of an entity is obtained during a financial year, its results are included in the consolidated statement of Tinancial
performance from the date on which control commences. Where control of an entity ceases during a financial year its results
are included Tor that part of the year during which control existed.

b ACQUISITION OF ASSETS
The cost method of accounting is used for all acquisitions of assets regardless of whether shares or other assets are acquired.
Cost ts deterntined as the fair value of the assets given up, shares issued or liabilities undertaken at the date of acquisition plus
costs incidental to the acguisition. Where shaves are issued in an acguisition, the value of the shares is determined having
reference (o the fair valoe of the assets or net assets acguired, including goodwill or discount on acquisition where applicable.

Goodwill is brought to account on the basis deseribed in note h

¢  REVENUE RECOGNITION
Sales revenue represents revenue earned from the sale of the consolidated entity’s products and services, net of returns, trade
alfowances and dutes and taxes paid. Revenue from services includes amounis charped 10 customers in refation to sales,
excise and other duties paid on behalf of customers.  Other revenue includes interest tcome on shor! ferm investments,
dividends received from other corporations, reat, proceeds from the sale of assets and, in the case of the Company, dividends
and management fees received from controlied entities.

d INVESTMENTS
The Company's interests in companies and the consolidated entity’s inferests in companies which are not controlled are
browght to account at cost and dividends are recognised in the statements of financial performance when receivable.

¢ INVENTORIES
Finished goods, raw materials and stores and work in progress are stated at the lower of cost and net reakisable value. Costs
have been assipned to investory quantities on hand at balasce date using the first in first out basis. Cost comprises material,
labour and an appropriate proportion of fixed and variable overheads.

f PROPERTY, PLANT AND EQUIPMENT
Property, plant and eguipment, other than frechold land, are recorded at cost and are depreciated over their estimated uselul
lives to the consolidated entity uosing the straight line method.  The expected usefud lives are av follows:

Buildings 21-46 vears
Plagt and equipment 5-15 years
Motor vehicles 5-7 years

g LEASED ASSETS
Where property, plamt and eguipment is acquired by means of fmance leases, the present value of the minimum lease
payments is recopnised as an assel at the beginning of the fease term and amortised on a straight line basis over the expected
uselul fife of the leased asser. A corresponding Hability is also established and each lease payment is allocated between the
{tability and finance charge. Other operating lease payments are charged 1o the statement of financial performance in the
periods in which they are incurred, as this represents the pattern of benefits derived from the leased assets.

CTI Logistics Limited and Comrolied Entities Page 6



TO THE FINANCIAL TEMENT

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continoed}

h  GOODWILL
{n acquisition of some, or all, of the assets of another enlity or, in the case of an investment! in a controlled entity, on
acquisition of some, or all, of the eguity of that constrolled entity, the identiftable net assets acguired are measured af fair
vatue. The excess of the fair value of the cost of acquisition over the fair value of the idemifiable net assets acquired,
including any Hability for restructuring costs, is brought to account as goodwill and amortised on a straight Hee basis over the
pericd of expected benefit, which has beeg assessed up to 20 years from the date of gaining control of the estities for
substantially all of the goodwill.

i BORROWING COSTS
Barrawing costs are recognised as expenses in the period tn which they are incurred. Borrowing costs include interest on bank
overdrafts, short-term and long-term borrowings, amortisation of discounts or prentiums refating (o borrowings, amortisation
of ancilfary costs incurred in connection with the arrangement of borrowings, and finance lease charges.  Certain anciliary
costs incurred in comtection with the arrangement of borrowings have been capitabised and are being amortised over the
period of expected benefit.

| AMORTISATION PERIODS
Intangible assets and other significant items of expenditure having a future benelit are amortised over their anticipated vseful
lives or the periods to which they relate.

k RECEIVABLES
A sale is recorded when goods have been despatched to a customer or services have been provided.
Al trade debtors are recogaised at the amounts receivable ag they are due for settlement no more than 30 days from the date of
recopnition.
A provision s raised for any doubtful debis based on a review of all owtstanding amounts at balance date. Bad debts are
written off in the period in which they are identified.

I TRADE AND OTHER CREIMTORS
These amounts represent Habilities for goods and services provided (o the consolidated entity prior ta the end of the financial
year and which are unpaid. The amounts are paid based on the terms of trade which are usually 30 to 60 days from the date of
recognition.

m INTEREST BEARING LIABILITIES

f.oans are carried at their principal amounts and interest is acorued over the periad it becomes due.

Bills of exchanpge have been sold in the market at a discount to face value. The bills are recorded at face value. The discount
is recorded as a prepayment and taken 1o interest expense over the term of the bifl

n  EMPLOYEE ENTITLEMENTS
Liabilities for wages and salaries, annual leave and fong service leave expected to be settfed within 12 months of the reporting
date are recognised in respect of employees’ services ap to the reporting date, and are measured as the amounts expected to be
paid when fabilities are setthed.

A liabitity for long service leave expected to be settled more than 12 months from the reporting date is recognised, and is
measured as the present value of expected future payments to be made in respect of services provided by employees up to the
reporting date. Consideration i3 given to expected future wage and salary levels, experience of employee departures and
periads of service. Expected future payments are discounted using interest rates on national government puaranteed securities
with terms to maturity that mafeh, as closely as possible, the estimated future cash owflows.

Contributions to employee superannuation plans are charged as an expense as the contributions are paid or become payable.

Employee Share and Option Plan

Under the Employee Share and Option Plag, the company at the director's diseretion and with shareholder approval, may offer
eligible employees the opporiunity {o purchase ordinary shares with the assistance of an interest free loan. The issue price of
the shares is determined under the terms of the Employee Share and Option Plan {refer note [6(ivi). The foan is for a term of
H3 years and is repayable by dividends. The shares are recorded at the issue price it eguity and the refated loan is recorded as
a non-current receivable.

Options fo acquire ordinary shares may also be offered to employees. The exercise price is determined under the terms of the
Employee Share and Option Plan {refer note [60iv)). The options are not recorded in the financial statements unti] they are
exercised.

o FOREIGN CURRENCY
Transactions denominated in a foreign currency are converted at the exchange rate at the date of the rransaction. Foreign
currency receivables and payables at balance date are translated at exchange rates at halance date. Exchange paing and losses
are brought to account in determining the profit or loss for the year.

CTI Logistics Limited and Comrolied Entities Page 7



1.

TO THE FINANCIAL TEMENT

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continned}

p

INCOME TAX

Tax effect accounting procedures are followed whereby the income tax expense in the statement of {inancial performance is
matched with the accounting profit after allowing for permanent differences. The future tax benefit relating to tax losses is not
carried forward as an asset unless the benefit is virtually certatn of realisation. locome tax on cumulative timing differences is
set aside to the deferred income tax or the Tutore income tax benefit accounts at the rates which are expected to apply when
those nming differences reverse.

CASH FLOWS
For the purpose of the statements of cash flows, cash includes cash on hand, deposits held at call with banks and investments
in money market instraments, net of bank overdrafts.

WEB SITE COSTS
Costs in relation {o web sites controfied by a conrrolled entity are charged as expenses in the period in which they are
incureed pnless they relate to the acguisinon of an asset, in which case they are capitalised and amortised over their period of
expected benefit. Generally, costs in refation to feasibility studies during the planning phase of a web site, and ongoing cost
of maintenance during the operating phase are considered o be expenses. Costs incurred in buitding or enhancing a web site,
o the extent that they represent probable future economic beaefits controlled by the controbled entity that can be reliably
rreastred, are capiialised as an asset and amortised over the period of the expecied benefits which vary from 2 to 5 years.

sEARNINGS PER SHARE

i3

{i) Basic earnings per share
Basic garnings per share is determined by dividing net profit after income tax attributable to members of the company,
excluding any costs of servicing equity other than ordinary shares, by the weighted average number of ordinary shares
oustanding during the financial year, adjusted for bonus elements in ordinary shaves issued during the vear,

{ii} Diluted carnings per share
{xfuled earnings per share adjests the figires used in the determination of basic earnings per share to take tio account
the after income tax effect of tnterest and other financing costs associated with dilutive potestial ordinary shares and the
weighted average number of shares assumed to have been issued for no consideration in relation to dilutive potential
ordinary shares.

SEGMENT INFORMATION

Sepment revenues, expenses, assets and Habilities are those that are directly attribatable 1o a segment and the relevant portion
that can be allocated 1o the segment on a reasonable bagis. Seement assets include all assets used by a segment and consist
primarily of receivables, inventories, property, plant and equipment and goodwilt and other intangible assets, net of related
provisions. While most of these assets can be directly attributable to individual segments, the carrying amounts of certain
assets used jointly by segments are allocated based on reasonable estimates of usage. Segment Habilities consist primarify of
frade and other creditors, employee entitfernents and provision for service warcanties. Segment assets and Habilities do not
include income taxes.

Change in segment gecounting policy

The segment accounting policy has been revised to align with the information that is prepared for reporting to management.
Earnings before interest and tax for each segment have been adjusted to reallocate various costs o more fairly reflect the
acttiaf resources used by each segment. {nternal service companies have been classified as unallocated and as such
unatfocated results includes interest expense and the cost of group administration. The comparative information has been
restated to reflect this change.

The financial effect of this change was to reduce the Sales of the Manufacturing, Security and Other segment by $5374,330
£2002: $356,899), while giving rise to corresponding adjustment 1o Unallocated sales.  The resuft of the Transport and
Logistics segment hag increased by $2,507.244 (2002: $2,460,005) while the resuft of the Manufacturing, Security and Other
segment has decreased by $1,179,666 (2002: $1,135,279). There has been a corresponding adjustment 1o Intersegment
eliminations and Unalocated result.

DIVIDENDS
Provision is made for the amount of any dividend declared, determined or publicly recommmended by the directors on or before
the end of the financial year bat not disteibuted at balance date.

Change in accounting policy for providing for dividends

The above policy was adopted with effect from | July 2002 1o comply with AASE (044 Provisions, Contingent [iabilities and
Contingent Assets released in October 2001, 1n previous years, in addition to providing Tor the amount of any dividends
declared, determined or publicly recommended by the directors on or before the end of the financial year but not distributed at
balance date, provision was made for dividends to be paid out of retained profits at the end of the financial year where the
dividend was proposed. recommended or declared between the end of the financial vear and the completion of the financial
Feport.

CTI Logistics Limited and Comrolied Entities Page 8



NOTES TO THE FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICHES {continued)

An adjustment of $248.799 was made against the consolidated and parent entity retained profits at the beginning of the financial
year to reverse the amaount provided at 30 June 2002 for the proposed final dividend for that year that was recommended by the
directors between the end of the financial year and the completion of the financial report. This reduced the consolidated and
parent endity carrent Habilities — provistons and total liabilities at the beginning of the {inancial year by 3248799 with
corresponding increases in their net assets, retained profits, total equity and the total dividends provided for or paid during the
current financial year.

The restatements of consolidated and parent entity retained profits, provisions and total dividends provided for or paid during the
year set out below show the information that would have been disclosed had the new accounting policy abways been applied.

Consolidafed Company
20603 2602 2603 2002
$ $ $ $

{Restated) {Restated) (Restated) {Restated}
Restatement of retained profifs
Previously reported relained profits at the end of the
previous financial year (note 17(i)) 94787 254,032 329734 742,999
Change in accounting policy for providing lor
dividends 248,799 - 248,799 -
Restated retained profits at the beginning of the
financial year 1,043,586 254,032 578,533 742,999
Nel profit attributable to members of CTT Logistics
Limited (note 17(i) 214,802 TRY 554 {5857 {164,466}
Total available for appropriation 1,258,388 [.043.5860 519,961 578,533
Dividends provided for or paid {248,799 - {248,799} -
Restated retained profits at the end of the financial
year 1,009,589 1,043,586 271,162 578,533
Restatement of current liabilifies - provisions
Previously reported carrying amount al the end of the
financial year (note 15) 1,923,109 1,962,590 612,261 67,044
Adjustment for change in accounting policy - (248,799 - (248,799
Restated carrying amount al the end of the financial
year 1,923,109 1,743,791 612,261 358,245
Restatement of dividends provided for or paid
Previously reported tolal dividends provided for or
paid during Lhe financial year (nole 17(i)) - 248,799 - 248,799
Adjustment for change in accounting policy - (248,799 - (248,799

Restated total dividends provided for or paid during
the financial year . . . .

¥ DERIVATIVE FINANCIAL INSTRUMENTS
The consolidated entity enters into interest rate swap agreemerts. This type of derivative financial instrument s ot recognised in
the financial statements on inceplion.

The net amount receivable or payable under interest rate swap agreements 1s progressively brought (o account over the period to

setttement. The amount recognised is accounted for as an adjustment 1o interest expense during the period and inchuded in other
debtors or other creditors at each reporting date.
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NOTES TO THE FINANCIAL STATEMENTS

Consolidafed Company
20603 2602 2003 2602
$ $ § $
2. REVENUE
Revenue from operating activities
Sale of goods 18,719,923 20,810,982 23%.396 194,092
Sale of services 77,536,445 B7.887.730 - -
Deduet excise and ofher duties {(8,601,142) (31,010,406} . -
Management fees - - 3,360,224 3,033,504
Services provided to related companies - - 1,219,481 1,241,496
Interest charged fo related companies - - 2,449,194 2.386,063
Rent charged o relaled companies - - 266,280 266,280
87,655,226 97.088.306 1,533,575 T.121.435
Revenue from outside the operating activities
Interest 79,626 42,254 H1551 8,024
Dividends 3,588 3.036 225,255 3.36
Renl 66,382 363.032 - -
Cirant 229,568 - - -
Proceeds from sale of
Business, propertly, plant and equipment 1,759.040 308171 171,908 56,782
Other investments 8O0 30,000 - -
Other 727,123 547,533 2003 259,055
3,866,133 4067566 H0%.026 326,897
Total revenue from ordinary activities 91,521,359 O E35,872 8,141,601 7448332
3. OPERATING PROFIT
{iy OPERATING EXPENSES
a} Other expenses from ordinary activities
Otlier expenses from operating activiiies
Changes in inventories of [inished goods and
work in progress SLTIHED {148,006} - -
Raw materials and consumables used 10,044,839 8,611,968 247,602 225,493
Emplovee benefils expense 26,332,363 20,187,721 4,055,072 3,964,705
Subcontractor expense 35199106 42,607,688 . .
Depreciation of non-current assels {refer nole &) 3,756,819 3,936,395 420407 487 844
Deprectation of property held for resale 84,210 - - -
Amorlisation of non-current assels 457,343 494,160 - .
Motor vehicle and transportalion cosls 5,776,632 3281794 66,751 78,778
Property costs 1,539,675 Le6Y. 111 63,758 64,072
Provision for diminution of investmenl 461,580 - - -
Provision for restricled recovery of share
seheme loans 3RE000 - 3810043 -
Other expenses from operating activigies 3,020,694 3,850,033 799,807 694,127
36,896,562 94,496,464 0,034,997 5512419
Otler expenses from ouiside the operating
activities
Property cosls T9.955 374,020 - -
Carrying value of businesses, property, plant
and eguipment sold 2137711 2,829,252 152016 58.845
Carrying value of other investments sold - 25,000 - -
2,217,666 3,228,272 152016 58.845
Expenses from ordinary activities, excluding
Borrowing costs expense 89,114,228 97,724,736 0,187,013 5.573.864
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NOTES TO THE FINANCIAL STATEMEN

3. OPERATING PROFIT {continned)

b} Profit/(loss) from ordinary activities hefore
income tax expense for the year includes the
folowing specific nef gains and expenses:
Cost of sale of goods
Amortisation of goodwill
Net gainf{loss} on disposal

Investments
Businesses, property, plant and equipment
Net additional amount provided for employee
entillements
Bad and doubtful debis expense
- trade debtors
- share scheme loans
Rental expense relating to operating leases
Minimum lease payments

(iiy AUDITORS® REMUNERATION
Amounts received, or due and receivable, by
The auditor of the Company for
auditing and reviewing the financial
statements
Cther services - training courses

4. INCOME TAX

The income tax on the operating profil/{loss)
differs from (he amount prima facie payabie on
thal profit/(toss) as follows:

Prima facie income tax on the operating
profi/(loss) at 30%
Tax effect of permanent differences which
Reduce tax pavable due to:
Rebatable dividends
Non-assessable profils on sale of businesses,
property, plant and equipment
Non-assessable profils on other
Previously unbooked iax losses brought to
accounl
Increase tax payable due to non-deducitible:
Amostisation
Depreciation
Expenses
Provision
Prima facie tax adjusted for permanent differences
Under/(over) provision in prior year
Aggrepale income Lax expense/(benefit)

Tax consolidation legislation

Consolidafed Company
2003 2082 2803 2002
$ $ $ $
13,074,000 §0,080,973 247602 215,493
404,070 400,838 - -
RO 5,000 - -
621,335 252,459 £9,592 (2.,064)
§78,020 [61.2314 68,534 65807
418,728 263.336 - -
FREO00 - 381,000 -
587,548 1,603,082 - 305
T 000 76,000 58,400 57.406
QU - O} -
£36,273 378167 7352 {62,907}
{1,076} (911 (67.576) (911
{161,086} - - B,
- (5,960) - -
- {55,831 126,576 -
§27,719 148,221 - -
20,205 (0913 7431 8,588
17,812 - £ 3,531
(38,474 - - -
277,721 451,599 75200 {51,694}
{38,281} (49,595) 7878 6,476
234,440 471,004 R3.0578 {45,223

CTi Logistics Limited and its subsidiaries are currently reviewing the impact of the tax consolidation legisiation on the
group. The decision to implement this legislation has not yet been finalised.

The Itnancial eflfect of the possible implementation of the legislation is not expectled (o have a material impact on the

consolidated or parent company assets, liabilities or results.

CTI Logistics Limited and Comrolied Entities
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NOTES TO THE FINANCIAL STATEMENTS

Consolidated Company
2803 2002 2083 2602
$ $ L3 $
5. RECEIVABLES
Cuarrent
Trade debtors 13,203,715 PP2I8027 T95.576 SET.003
Deduet provision for doubtful debrs 596,966 690,258 - -
12,606,749 16,527,164 T95.576 SET.003
Loans to controlled entilies - - 7,236,011 21,788,335
Deferred consideration e sale of businesses 450,000 4,509,643 - -
Other 901 6a9 514,913 - 25,406
14,957 818 21,552,325 §8,031.587 223301744
Non-current
Loans to directors (issued pursuant to the
Company’s Employee Share and Option Plan
and secured by a lien over shares). Refer o
note 24(iPs. BOK, 55 GE7,000 868,155 O8O0
Deduet provision for restricted recovery 381,000 - 381,000 -
487,155 GE7,000 487,155 O8O0
Deferred consideration re sale of a business £,350,000 - - -
£ 837,655 GE7,000 487,155 O8O0
6. OTHER FINANCIAL ASSETS
Non-current
Traded securities (al cost)
Shares and other equity securilies TI8708 TEGI0 145,840 145,840
Deduct provision for diminution 461,580 - - -
257 E28 TI8,6T0 105,840 {5,846
Other investments
Shares in controlled entities {refer note 21}
Al cost - - 8,334,141 8,334,141
Shares - at cost 70,625 70615 - -
TO625 T6I5 8,334,141 8,334,141
37753 TRG.2Y5 8.430 981 8.439 981
NET FAIR VALUES
Traded securities are lisled. The aggregate nel
fair values of these securities are:
Non-current 236,733 267,433 08,970 65, 1%
7. INVENTORIES
Current
Raw materials and siores (al cost) 492360 434 (159 59121 66,029
Work in progress (at cost) 192,004 162,914 . .
Fished goods (al cost) 670,373 Ti8474 - -
1,354,737 1,375,446 59,121 66,029
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NOTES TO THE FINANCIAL STATEME!

Cost Accamualated Written dewn
depreciation/amortisation valne
2063 2002 2063 2002 2063 2062
% $ % $ % %
8. PROPERTY, PLANT
AND EQUIPMENT
Consolidated
Freehold land
At cost 2488982 3.000.396 . . 2,488 982 3,000,396
Buildings
At cosl 870847 12,364,956 FE9L2048 2,209 486 6,907 261 F3 155470
Plant and equipment
At cosl 22 8413649 219370660 14,526,173 13,354,131 5,315,196 #5382, 059
Muotor vehicles
At cost 14,515,596 13431016 6,517,223 5,858,443 7098367 1.572,573
Hinder finance lease 33,759 33,759 8688 3305 25471 28,454
14.549.349 13,464,775 6525911 5,863,748 8.023.438 TH01027
48,678,170 50,767,187 22943203 21427335 25734877 26 339 852
Company
Freehold land
At cost 560,973 560,973 . . 560073 360,973
Buildings
At cosl 19435 838 1945 838 35,853 376,101 1.509.985 1.569.737
Plant and equipment
At cost 1,826,871 1,748,202 1,573,833 1,367,831 253.03%8 180,461
Muotor vehicles
At cost 872,641 1153074 397,661 517,286 474980 635,788
5,206,323 5,408,177 2.4057.347 2261218 2. 7985976 3,146,959
Consolidafed Company
2003 2062 2003 2602
$ $ $ $

Recent valuations of land and baildings

Aggresate recent valualions of frechold land and
huildings based on:
Directors’ valuation - 2003 12.059.000 16.639.819 2.550.000 2,630,400

In delermining their valuation, the directors have wiilised independent valuations conducted in May 2003, The basis of the
valuation of fand and building is market value, being the amounts Tor which the assel should exchange on the date of
valuation between a willing buyer and a willing seller in an “arm’s-length™ transaction, wherein the parties had each acted
knowledgeably, prudently and without compulsion.
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NOTES TO THE FINANCIAL STATEMENTS

8. PROPERTY, PLANT AND EQUIPMENT {continned)

Reconciliations

Reconcilialions of the carrying amounts of each class of property, plant and eguipment at the beginning and end of
the current financial year are sel oul below.

Consolidated
Carrying amount at

T July 2002
Reclassified as current
assel held for resale
Additions

Disposals
Depreciation/
amortisalion expense
Carrying amount at 30
June 2003

Company

Carrying amount at

1 July 2002

Additions

Disposals
Depreciation/
amortisalion expense
Carrying amount at 30
June 2003

Freehold Buildings Plant and Mofor vehicles Total
land equipment
Af cost Af cost Finance
lease
$ $ L3 § $ $
3,000,386 13,155,470 8,582,959 7.572,573 28,454 20,339,852
(511.414) 3,044,857} - - (3.556,271)
- 2,239 1 BIL383 2.451,792 4,265414
- - (78.916) (478383} (557.299)
- {205,591 (2,000,2307 (1,547,615 {3.383) (3,756,819
2,488,982 6,907,261 8,315,196 7,998,367 25,071 25,734,877
Freehold Buildings Plaat and Motor vehicles Total
land equipment
Af cost Af cost Finance
lease
$ $ L3 § $ $
560,973 1,569,737 380,461 635,788 3,146,959
- - 78,579 145,862 224,441
- - - (152,017} (152,017)
- (59.,752) (206,002) {154,653} {420,407)
560,973 1,509,985 253,038 474,980 2,798,976
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NOTES TO THE FINANCIAL STATEMENTS

Consolidated Company
2063 2802 2003 2062
$ $ $ $
9. TAX ASSETS

Current

Future income tax benefit 1,162,200 §LOHE2 R 323,581 416037
Non-current

Future income tax benefit 271,644 366642 F31,060 89 080

The consolidated fulure income tax benelil for the yvear ended 30 June 2003 includes $5266,357 attributable (o tax
losses (2002 - 3459,081).

16. INTANGIBLE ASSETS

Goodwill {at cost) 5.065.075 8,166,885 . .
Deduct accumulated amortisalion 1,707,961 3,078,953 - .
3357014 5,087 9312 - -

Licences (al cost) - 668,052 . .
Deduct accumulated amortisalion - 362,456 . -
- {35,596 - -

3357014 5,193 528 - -

1i. OTHER ASSETS

Current

Prepayments 1,252,962 943,855 SO EG0 63,14

Property held for resale 3,545,077 - - -
4,798,039 943,855 80, HG0 63,114

Recent valaation of property held for resale

Recent valuations of land and buildings based

on directors” valuation - 2003 3,875,000 - - -

In determining their valuation, the directors have ulifised independent valuations conducted in May 2003, The basis of
the valuation of land and building is markel value, being the amounts for which (he asset should exchange on the date of
valuation belween a witling buyer and a willing seller in an “arm’s-lengily” iransaction, wherein the parlies had each acled
knowledgeably, prudently and without compulsion.

Non-current

Borrowing costs 263,333 294,293 200,618 200,618

Deduct accumulated amortisalion 260,345 294,203 200608 200,618
2,948 - . .

Deferred costs 222,752 FRR,024 - .

Deduct accumulated amortisalion 221,788 FHR 024 - .
f.964 - - .
4,952 - . .
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NOTES TO THE FINANCIAL STATEMENTS

Consolidafed Company
2003 2002 2003 2602
L3 $ § $
12. PAYABLES

Current
Trade (unsecured) %.817.301 9,717,659 1,373,680 92,717
Trade (secured) - 444 004} - -

%.817,301 10,161,659 1,373,680 920,717
Non-current
Trade funsecured} 416,668 - - -
The trade accounts payable are secured by
morlgages over cerlain of the consolidated
entity’s frechold land and buildings, and/or
charges over cerlain assels of certain
controtied entities.

13. INTEREST BEARING LIABILITIES
Current {secured)
Bank overdrafts 68,735 - 08,735 -
Bank loans 5,225,000 3,470,000 4,855,000 3,470,000
Other loans 3073921 71510 - -
Lease liabililies 14,297 8,364 - -
Hire purchase creditors 2,370,732 3,534,022 {60,968 84,863
H3T52,685 1084,496 50084703 3,634,863

Non-cirrent {secured)
Bank loans 2,575,000 10,430,004 25750000 163,060,004
Other loans 1,316,623 4,384 347 - -
Lease liabilities - 12,860 - -
Hire purchase creditors 4,280,138 4,878,807 246,479 208,914

4,180,761 19,706,014 2,821,479 10,328,914

Bank loans

Bank loans comprise of rolling bank bitls. The bank loans classified as current relate to Tacilities with expiry dates
of July 2003 and January 2004. Non-current bank loans are provided under a facility which expires November
2004. The bank bills are generally rolled for short periods with the interest rate being reviewed at the Lime the bills
are roHed.

Otler loans

€ther loans comprises of two interest only mortgages over frechold fand and buildings. The mortgages have expiry
dates of August 2003 and February 2006, The mortgage with an expiry date of August 2003 is currently being
refinanced with the same lender. The inlerest rates are subject Lo review on a three monthly basis and caleulated
wilh reference to the 90 day bank bill bid rate. The balance of other loans 1s a principal and interest mortgage over
huildings on leasehold land with a five year amortisation plan.

Security provided

The bank overdrafts, loans, lease liabilities and hire purchase creditors are secured by morlgages over the
consolidated entily’s freehold land and buildings, rights (o assets under lease or hire purchase which revert (o the
lessor in evenl of default and a fixed and floating charge over the remaining assets of the consolidaied enlity.
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NOTES TO THE FINANCIAL STATEMENTS

Consolidafed Company
2003 2002 2003 2002
$ $ $ $

13. INTEREST BEARING LIABILITIES

{coatinued}

The carrying amounts of assets pledged as

securily are:

Current

Property held for resale 3545077 - - -

Non-current

Recetvables 1,837,155 687,000 487,155 687,600

Cther financial assels 327,753 789,295 8439981 8,439 981

Property, plant and eguipment 25,734 877 29,334,852 2,798,976 3,146,959

Inangibie assets 3357114 5,193,528 - -
14. TAX LIABILITIES

Current

Provision for deferred income tax 454,242 92,519 - -

Non-current

Provision for deferred income tax 1697916 £,70:1,238 2,602 -
15. PROVISIONS

Current

Dividend - 248,799 - 248,799

Emplovee enlitlements {923,109 £,713,791 612,261 358,245

1,923,109 £,962,590 612,261 617,044

The carrying amount of provision for dividend

al 1 July 2002 was $248,799. This balance was

adjusted fo nil due to a change in accounting

policy (refer note 1{u)).

Non-current

Emplovee enlitlements S09,789 546087 {11,455 296,932

Employee enfitlement Habilities

Current 1,923,109 £713,7191 612,261 358,245

Non-current 509,789 548,087 F1E455 296,932

Total 2,432 898 2,254,878 723,716 655,177

Employee numbers

Number of employees at year end 409 512 36 37
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NOTES TO THE FINANCIAL STATEMENTS

Consslidated Company
2603 2602 2003 2002
$ $ $ $
1. CONTRIBUTED EQUITY
{iy  Share capifal
25,329,931 (2002 — 24.879.931) fully paid , _ _ N
ordinary shares 20,044,219 19,857,064 23,044,219 19,857,064
2602
Number Amount
{iiy Movements in issued share capital $
Balance at 1 July 2001 and at 30 June 2002 24,879,931 19,857,064
2603
Number Amount
$
Balance at 1 July 2002 24,879,931 19,857,064
Issued ordinary shares al 41.59 cents each
under the Employee Share and Option Plan
(refer note 16 (iv) and 24(ii) 450,000 187155
Balance ai 30 June 2003 25329931 20,044,219
Ordinary shares entitle the holder o participate in dividends and the proceeds on winding up ol the company in
proportion 10 the number of shares held. On a show of hands every holder of ordinary shares present al a
meeling in person or by progy, is entitled fo one vole, and upon a poll each share is enlitled fo one vole.
{iii) Options
750,000 options were granfed fo employees of CTI Logistics Limited and ifs controlled entilies on 28 February
2001. Each opiion is convertible into one ordinary share al any time on or before 28 Febroary 2004 at a fixed
price of 75 cents per share. During the year 30,000 options were cancelled when employees ceased
employmeni. The number of unissued ordinary shares under these options al 30 Fune 2003 i 606,000 (2002 -
630,000
{iv) Employee Share and Opiion Plan

The Employee Share and Option Plan was approved by Lhe shareholders at the 1998 annual general meeting.
Under the plan, employees (including executive directors), that have been employed by the consolidated entity
for at least two vears, may be offered the opportunily to purchase ordinary fully paid shares or offered oplions
to acquire ordinary fully paid shares al the directors discretion and subject to shareholder approval.

The issue price of the plan shares is determined from the weighted average markel price of all CT1 Logisiics
Limited shares sold on the Ausiralian Stock Exchange during the 30 days preceding lhe offer being extended.
The exercise price of the plan options is delermined by (he last sale price of the company’s share on the day
prior (o the offer being extended plus a premium of 15%. No oplions have been issued under this plan since
INCEPLI0N.

The company, al the time of offering the plan shares, may also offer an interest free loan to assist with the
purchase of these shares. The term of the loan is for 10 years. The loan is repavable by dividends eamned on
the plan shares and is secured by a lien over the plan shares.
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NOTES TO THE FINANCIAL STATEMENTS

Consolidated Company
20603 20682 20603 2062
17. RETAINED PROTFITS AND HVIDENDS $ $ $ $
{iy RETAINED PROTITS

Balance at the beginning of year 794,787 254,032 329734 742,999
Adjusiment resulling from change in

accounting policy for providing for

ditonde ! yiore - 248,799 : 248,799 -
Nel profit/(loss) lor the year 214,802 T8RO 554 (58,572} {164,466)
Dividends provided for or paid (248,799} {248,799 (248,799} {248,799
Balance at the end of the year 1,009,589 794,787 271,162 320,734

(iiy DIVIDENDS
Ordinary
Final 2002 dividend of 1 cent per share paid
on 21 November 2002, recognised as a
liabilily at 30 June 2002 bul adjusted againsi
relained profits at the beginning of the
financial year on the change in accounling _ . :
policy for providing for dividends. - Franked ’ 248,799 ’ 248799
al 30%
Total dividends provided lor or paid - 248,799 - 248,199
Dividends were paid in cash.

Dividends not recognised at year end

Since the end of the year the directors have declared a final dividend of 1 cenl per ordinary share, fully
franked at 30%. The aggregate amount of the dividend payabie on 21 November 2003 oul of retained profils
at 34 June 2003, but nol recognised as a liability at year end as a resull of the change in accounting policy for
providing for dividends [refer 1o note 1{u): change in accounting policy lor providing for dividends] is
$253,299.

Franking credits
Franking credits available at the 30%
corporate tax rate. 471,471 879,739 851 25,530

The above amounts represent the balance of the Tranking account as at the end of the {inancial year, adjusted for:

{a) franking credils that will arise from the payment of the current tax liability;

(by franking debits that will arise from the payment of dividends recognised as a lability al the reporting date;

(¢ franking credits that will arise from the receipt of dividends recognised as receivables al the reporting date;
and

{dy franking credils that may be prevented from being distributed in subsequent financial years.

The consolidated amounts include franking credifs thal would be available to the parent entity if distribulable profits
of controlled entities were paid as dividends.

18. CONTINGENT LIABILITIES

Delails and estimated maximum amounts of

contingent liabilities (for which no amounts are

recognised in the financial statemenls) arising

in respect of:

Company

Guarantees by the Company in respect of leasing

agreements entered into by conrolled entities - - 8,757,115 H386,702

Conftrolled enfities

CGuarantees by the Company in respect of

credifors and borrowings by controlled entilies - - £6,072.135 17,809,056
- - 24,820,250 28,670,758
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NOTES TO THE FINANCIAL STATEMENTS

18. CONTINGENT LIABILITIES (confinued)

Under the terms of a Deed of Cross Guarantee (as detailed in Note 213 (he Company has undertaken 0 meel any
shortfall which might arise on the winding up of controlled entitics which are party to the deed. The controlled
entities are not in liquidaiion nor is there any indicalion that the conirolled entities will be wound up. Details of
controtied entities parly to the deed are in Note 21.

19. SUPERANNUATION COMMITMENTS

Superannualion contributions are made pursuant 10 the Government’s Superannuation Guarantee Charge and are
legally enforceable. Emplovees contribule various percentages of their gross income. Benefits provided under the
Company’s Superannuation Plan are based on the accumulated contributions for each employee over the period of
employmeni. Funds are available to salisly all benefits that are vested under the plan in the event of ferminalion of
the plan or lermination of an employee’s employment.

Consolidafed Company
20603 2062 2063 2002
26, LEASE AND CAPITAL COMMITMENTS $ $ % §
Total lease expenditure contracted [or at balance
date but nol recognised in the financial
statements:
Payable no later than one year 1418475 [,.530,604 E5.835 28,907
Payable later than one, not later than five years 1,464,391 2,432,079 8,354 19,497
Payable later than five years 349,444 f14.904 - -
3,232,310 3,717,647 24,189 48,464
Representing
Non-cancellable operating leases 2,490,395 2,880,826 . .
Future finance charges on finance leases and
hire l}i,ll'(:hﬂﬁ(': T41.915 06,821 14,189 48 464
Commilments not recognised in the financial
R 3,232,310 3,777,647 24,189 48,464
Analysis of non-cancellabie operaling lease
Commilments:
Payable no later than one vear 998,766 £.032,202 - -
Payable later than one, not faler than five years 1,142,183 §,733,660 - .
Payable later than five years 349,444 f14.904 - -
2,490,395 2,880,826 - -
Analysis of [inance lease and hire purchase
commigments:
Payable no later than one year 3023606 4,041,387 176,803 213,831
Payabe later than one, nol laler than five years 4.392.476 5,290,087 254,833 188,410
7416082 9331474 431,636 502,241
Deduet future finance charges on finance
leases and hire pur{;hase 741918 B0 821 24 189 48 464
Recognised as a lability 6,674,167 8,435,653 4¥7,447 453,777
Representing lease and hire purchase liabilities
Curren| 2,385,029 3,542,986 160,968 184,863
Non-current 4,289,138 4,891,667 246,479 268914
6,074,167 8,434,653 457,447 453,777
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NOTES TO THE FINANCIAL STATEMENTS

21. INVESTMENTS IN CONTROLLED ENTITIES Interest of Company
{Ordinary shares)
Name of entity Country of 2003 2002
incorporation e %
CT1 Logistics Limited Australia

Directly controlled by CTI Logistics Limited
Controlled entifies

Bring Transport Industries Pry Lid Australia 1) £00
Mercury Messengers Ply Lid Australia 1) F0
CT1 Security Services Pry Lid Australia 1 F0
CT1 Transporl Systems Py Eid Australia 1) £00
€71 Taxi Trucks Pry Lid Australia 1) £00
CT1 Security Systems Pry Led Australia 1) (00
CT1 Fleet Management Ply Lid (formerly International Cargo Services

Pry Led) Australia HH) HO0
CT1 freight Management Pty Lid (formerly CTT Freight Forwarding

Pry Led ) Australia FHH) §06
CTI Business Invesiment Company Pty Lid Australia 1) H00
CT1 Freight Systems Pty Lid Australia 1) £00
CT1 Couwriers Pty Lid Australia 1 F0
CT1 Swinglill Services Pry Lid Australia 1 F0
CT1 Xpress Systems Ply Lid Australia 1) £00
CT1 Investments Pty Lid Australia 1 F0
Consolidated Transport Industries Pry Bid Australia HE 0
Otlier controiled entities

Directly controlled by CTI Investments Pty Lid

Advance Press Piy Lid Australia 1) 00
LCL Cargo Services Py Lid Australia HEL (00
Blackwood Industries Py Lid Australia 1) F0
CTT Faifiment Services Ply Lid Australia 1) (00
Directly controlled by Blackwood Endastries Pty Lid

Lfal Pry Lid Australia Y (00
Ausplastics Pry Lid Australia 1) £00
CTT Management Ply Litd Australia HE 00
CTT{NSW} Piy Lwd Australia Y 00
Directly controlled by Consolidated Transport Endostries Piy Ltd

CT1 Distribution Group Pty Lid Australia 1 0

All of the above companies are relieved [rom the requirement to prepare audifed financial stalements under the
ASIC Class Order 98/1418 (as amended by Class Orders 98/2017, G0/0321 and 01/1087) as they and the Company
are party to a Deed of Cross Guaraniee under which each company goarantees the debts of the others. Entities
acquired or established during the financial year have been added by an Assumption Deed conternplaied by the
Deed of Guarantee. The above companies represenl a “Closed Group’ for the purposes of the Class Order, and as
there are no other parties to the Deed of Cross Guarantee, they also represent the Extended Closed Group.
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22. SEGMENT INFORMATION

The consolidated entity operales predominantly in Australia and is involved in the produclion and sale of the following
products and services:

¢  Logistics and ransport services - includes the provision of courier, taxi truck, warehousing and freight forwarding
SerVICes.

¢ Manufacturing, securily and olher services - includes the provision of printing, paper converting, manufacturing of
plastic products and security services.

Logistics and Manofaciuring, Intersegment Consolidated
Transport Security and Other Eliminations
2063 2083 20003 2063
$ $ $ $

Sales to customers outside the
consolidated entity 67,950,492 22,990,537 - 9947 (329
Intersegment sales 161,680 57164 {218.844)
Totad seoment revenue 68112172 23053701 (218 8443 -
nallocated other revenue 5§74 330
Consolidated revenue from
ordinary activities 91,521,359
Segment resalt 1. 747 300 ENNERLT {151.736) 4,772,648
{Inallocated result

Interest expense {1.404,613)

Pravision for diminution of

investments {461 5800

Pravision for restricied recovery of

share scheme loans {38000}

{her 2071213
Consolidated profit from ordinary
activities before income tax 454,242
Income tax expense 2394403
Net profit AT R
Segment assets 32,155,512 22615313 (897211 47873012
{Inallocated assets 3832077
Total assets 53 806 289
Segment labilities 7483866 4,500,761 (3,165,157} L.819.470
{Inallocated liabilities 239330F1
Total labilities 3352 481
Acquisitions of property, plant and
equipment, intangibles and other non-
current segment assets 2,621,243 167,909 - 4,229,112
{Inadlocated acauisitions 161,929
Total acouisttions ————
Depreciation and amortisation
expense 2,265,392 1,612,773 - 3,878,165
{Inallocated 420 A7
Total depreciation and amertisation
expense 4,298 572
Oher non-cash expenses 26(1.554 268.174 - 528,728
{Inallocated IR {000
Total other non-cash expenses D078
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NOTES TO THE FINANCIAL STATEMENTS

22. SEGMENT INFORMATION (continued)

Fating , i o
Lot it Mamfaturon, - lneregnenl o
2042 2602 2602 2062
§ $ $ $

Sales to customers outside the
consolidated entity 73,764,540 27,034,424 143,798,973
Intersegment sales 196,735 53,675 £250,410) -
Total segment revenue 73,561,284 27.088,099 £250,410)
Linallocated other revenue 356,899
Consolidated revenne from
ordinary activities 101,155 872
Segment result 3,164,119 2,066,263 164,191 5,065,551
Linallocated resule

{nterest expense (1,595,815

Other (2,200,218)
Consolidated profit from ordinary
activities hefore income tax 1,260),558
Income tax expense 471,004
Net profit 789 554
Segment assels 33,583 505 28,236,911 (6,001,770} 55,728,646
Linallacated assets 6,272,806
Total assets 62,001,454
Segment liabilities 8,030,146 5,046,176 (2,235,979} 10,840,343
Linallacated Habifities 303,509,260
Fotal Habilities 41,349 603
Acquisitions of property, plant and
equipment. intangibles and other non-
CULTEnt Segment assers 2,533,884 592,797 . 3,126,681
Linallocated acquisitions 86,196
Total acquisitions 3,212,877
Depreciation and amortisanon
EXPELISE 2,151,164 1,791,546 - 3,942,710
Linallacated 487,845
Totat depreciation and
amaortisation expense 4,430,555
(ther non-cash expenses {80,074 83,260 - 263,336

Inter-segment fransfers
Segment revenues, expenses and resulls include ransfers between segments. Such transfers are priced on an “arny’s-
length* basis and are eliminated on consolidalion.
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Consolidated Company
2803 2082 2083 2082
23. DIRECTORS’ AND EXECUTIVES’ $ $ b $
REMUNERATION

(iy DIRECTORS’ REMUNERATION

Income paid or payable, or otherwise made
available 1oz

directors of the Company in conneclion with the
management of affairs of the Company or il

controted entities by the Company L.047.640 981521

directors of enlities in the consolidated entily in
connection with the management of affairs of those

entities by ihe consolidated enlity 1.047.640 9% 1,521

The number of directors of the Company included Company
in these figures are shown below in their relevant Number
income bands:

2063 2062
Income of
30 - 39,999 f
10,006 - 519,999 -
320,000 - 329,999 2
180,000 - $189,999 -
190,000 - 3159999 -
210,000 - 35219999 i
$230,000 - 3239999 2
$310,000 - 3319999 f I

Bt

(ii}y EXECUTIVES’ REMUNERATION

Executive officers of

Entities in the The Company
Consolidated entity
2003 2002 2003 20062
$ $ $ $
Income received by executive oflicers
whose income 15 3106G,000 or more
from the Company and related parties 995,390 016,521
from entities in the consolidated entily and
related partics 995,390 916,521
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NOTES TO THE FINANCIAL STATEMENTS

23. DIRECTORS’ AND EXECUTIVES’ REMUNERATION (continued)

Officers” Remunerafion

Having regard to the size and structure of the consolidated entily, the nalure of its operations, and the close
involvement of the four execulive direclors, it is the opinion of the directors thal there are no execulive officers of
the Company or the consolidaied entity aparl from the four execulive directors. Accordingly emolument disclosures
have been provided lor the four execulive directors only.

Executive officers of

The nember of executive oflicers whose income is $100,000 Entities in the the Company
or move are shown below in their relevant income bands: consolidated entity

2003 2002 206463 20602
Income of Namber
SIR0000 - $189,999 - I . {
190,000 - 5199999 - I . {
$210000 - $219,999 I I ; {
$230,000 - $239,999 2 - 2
310000 - $319,999 I I ; {

24. RELATED PARTY INFORMATION
¢iy CONTROLLING ENTITY
CTi Logistics Limited 15 (the ultimale Australian parent entity of the consolidated entily.
(iiy DIRECTORS AND MMRECTOR-RELATED ENTITIES

The directors named in the atlached Directors’ Report each held office as a director of the Company during the year
ended 30 June 2003,

Remuneration paid, payable or otherwise made available to the directors of entities in the consolidaled entily are
disclosed in Note 23.

Loans to Directors
Apgregate foans to directors of enlities in the consolidated entily and their director-related entities are disclosed in
Nole 5.

Consolidafed Company
2083 2602 2003 2082
L3 $ $ $

Loans advanced (secured)

to 113 Elbery, D A Mellor, B § Saxild 187,155 - 187,155
Loan repayments received

from J 1> Elbery, I3 A Mellor, B E Saxild, DR

Walson 6,000 - 6,000

During the year toans totalling 3187,155 were advanced 10 the directors as part of the Employee Share and Option
Plan (refer note 16(iv} for delails). The loans were exlended for an original ferm of 10 years. The original ranche
of loans has a remaining ferm of 5 years, while the second franche has a remaing term of 9 years. Al loans fo
directors are repayable from dividends and are secured by a lien over (he shares.

In accordance with shareholder approval, these loans are inlerest free.

In the event of cessalion of employment of directors, loans are repayable but CT1 Logistics Limied cannot claim
or demand outstanding moneys other than o the extent of proceeds realised from the disposal of shares secured
under the plans. At the reporting date, the possible loss fo the Consolidated Entity in the event of non-realisation
of loans was 377,655 after a provision of $381,000. The provision was made during the year againgt restricled
recovery. The possilie loss in the event of non-realisation for 2002 was 3411,000.
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NOTES TO THE FINANCIAL STATEMENTS

24. RELATED PARTY INFORMATION {continned)
{iiy DIRECTORS AND DIRECTOR-RELATED ENTITIES (continued)
Equity transactions witl: directors and their direcfor-related eatities
The aggregale number of shares acquired by directors of
the Company and the consolidated entily and their director-
refaied entities during the year were!
Issuing entity Class of share

CTi Logistics Limited Ordinary shares

Number
2803 2802

550,000 5,000

Directors of the Company and (he consolidated entity and
their director-relaled entifies acquired 456,000 (2002 - nil)
ordinary shares under the terms of the CTI Logistics
Limited Employee Share and Option Plan, with the
remaining shares acquired on normal market terms and
conditions.

The aggregale number of shares disposed of by directorg
of the Company and the consolidaled entity and their
director-related entities during the year were:

Issuing entity

CTi Logistics Limited Ordinary shares

Nil Nil

Directors of the Company and (he consolidated entity and
their director-refaled entities disposed of nil (2002 - nil)
ordinary shares under normal market terms and
conditions.

The aggregale number of shares held by directors of the
Company and the consolidated entity and their divector-
rehaled entities al balance date were:

Issuing entity

CTi Logistics Limited Ordinary shares

10,231,552 9,710,059
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NOTES TO THE FINANCIAL STATEMENTS

24. RELATED PARTY INFORMATION {continned)

¢(iii) TRANSACTIONS WITH ENTITIES IN THE WHOLLY-OWNED GROUP

During the vear the Company provided transport services, advanced and repaid loans, received loans, sold goods
and provided accounting and adminisiralive services Lo other entities in the wholly-owned group.  These
transaclions were on commercial terms and conditions, excepl for cerlain interest free loans.

Consolidated Company
2603 2002 2003 2042
{iv) AMOUNTS RECEIVABLE FROM AND $ % % $
PAYABLE TO ENTITIES IN THE
WHOLLY OWNED GROGUP AND OTHER
RELATED PARTIES
Aggregale amounts receivable at balance
date from:
Entities in the wholly-owned group
Loans
Current - - 342101 9,973,335
Non-current - - 11,815,000 11,815,000
- - 17,236,011 21,788,335
{v) AMOUNTS ATTRIBUTABLE TO
TRANSACTIONS WITH ENTITIES IN
THE WHOLLY-OWNED GROUP AND
OTHER RELATED PARTIES
Operating profit belore income tax for the
financial year includes aggregate amounts
altribuiable to ransactions in respect of!
Entities in the wholly-owned group
Interest revenue - - 2,014,859 2,386,063
Muanagemenl revenue - - 3,360,224 3,033 504
Dividend revenue - - 221,667 -
Interest expense - - 1,102,797 1,006,673
{vi) OWNERSHIP INTEREST IN ENTITIES IN
THE WHOLLY-OWNED GROUP
Interests held in controled entities are set
oul n Nole 21,
Consolidated
2063 2602
25. FEARNINGS PER SHARE Centis per share
Basic earnings per share 0.85 3.17
Diluted earnings per share (.85 3.17
Number Number
Weighled average number of ordinary shares used in calenlating
hasic earnings per share and diluled earnings per share 25,143,767 24,879,931
$ $
Elarnings used in the calculation of basic and dituted earnings per
share 214,802 789,554
Number Number
Polential shares that are nol dilutive and are not used in the
calculation of diluled earnings per share:
Options 600,000 650,000
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Consolidafed Company
2003 2802 2603 2802
26. CASH FLOW INFORMATION $ % $ $
{iy RECONCILIATION OF NET CASH
FLOWS FROM QOPERATING
ACTIVITIES TO OPERATING
PROFIT AFTER INCOME TAX
Operating profit/(loss) after income tax 214,802 789 554 {58,572) {164,466)
Depreciation and amortisation 4,208 572 4,447.572 426 447 494,716
Provision for doubiful debis 287,708 69,253 381,600 -
Net {gain)/loss on disposal of
Businesses, property, plant and equipment {621,335 (252,459 {19,892} 2,064
Investments {805 (5,600) - -
Provision for diminution of investmenis 461,580 - - -
Decrease/(increase) in fature income fax
benefit (70.0112) 486,528 8,477 (39,604}
Increase/{decrease) in deferred taxes payable 258,411 (225,581 2,602 -
Changes in assets and liabilities net of
effects of acguisitions and disposals of
entifies
{Increase)decrease in trade and other
debiors 2,484,447 1,000,994 (6875013 (157357
{Increase)decrease in inventories 20,709 570,759 6,508 36,735)
(Increase)decrease in prepaymenis 300,100 (17 057 {16,984} 850

Increasef{decrease) in accounts payable,
emplovee enlitlements and other
provisions {1,476,651) {1,290,363) 521,502 (112,107}

Net cash inflows from operaling activities
5,548,322 5,424,180 629,947 {12,636}

{iil}y RECONCILIATION OF CASH

Cash at the end of he financial year (as
shown n the consolidated slalement of
cashflows) is reconciled to the accounts as
folows:

Cash on hand and at bank at the end of the
financial year - -
Less: Bank overdralis (68,735 - (68,735 -
Balances per statement of cashilows (68,735 756,322 (68,735 756,322

756,322 156,322

¢iii) STANDBY ARRANGEMENTS AND
CREDIT FACILITIES
Entities in the consolidated entily have
access 1o
Credil standby arrangements
Secured bank overdrafl and bill acceptlance
facilities, tolalling 10,684,000 15,500,000 - -
Amount of credil unused 2,527,923 1,592,000 - -

The Company does not have separate credit facilities bul has access fo funds made available by bankers (0 the
consolidated entily as a whole.
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26. CASH FLOW INFORMATION (continued)

Consoclidated Company
2003 2602 2003 2002
$ $ $ $

{iv) NON-CASH FINANCING AND

INVESTING ACTIVITIES

Acquisition of plant and equipment by means

of finance leases and hire purchase 3,076,509 2,154,847 146,032 25,088

Sale of businesses, plant and equipment for

deferred consideration 1,800,060 1,846,111

issue of shares under the Company’s

Employee Share and Option Plan 187,155 - 187,155
{v) DISPOSAL OF BUSINESSES

Consolidated
20603
$

During the financial year, the consolidated entily sold its freight forwarding and customs broking
businesses.

Proceeds received or receivable:

Cash consideration received 456,060
Deferred consideration 1,800,000
Total consideration 2,250,000

Carrying value of assets disposed of:

Plant and eguipment 205,753
Inangilie assets 1,435,049
Chther assels 157,242

1,798,044

27. SUBSEQUENT EVENTS
Subsequent o balance date, the divectors have declared a final dividend of 1 cent per ordinary share fully franked.

Since the end of the financial year, an unconditional sales agreement for 51,700,000 has been entered into for a
property held for resale. The property has a carrying value al 30 June 2003 of 51,575,405,

Other than disclosed elsewhere in these [inancial stalements no events have occurred since the end of the financial
year that provide additional evidence of conditions thai existed at the end ol the financial year or that reveal lor the
first time a condition that existed at the end of the financial year.

28, FINANCIAL INSTRUMENTS

Off-balance Sheet Derivative Instroments

The Company and certain of its controlled entities are parties to derivative financial instruments in the normal
course of business in order (o hedge exposure to flucluations in interest and foreign exchange rates.

Inferest Rate Swap Confracts

On 5 September 2002, the consolidated entity entered into an inlerest rate swap contracl under which it was obliged
(o recelve inlerest at vartable rates and o pay interest at fixed rates. The contract was settled on a nel basis every 90
days and the nel amount receivable or payalle was recorded in other debtors or olher creditors.

The notional principal amount of the contract was $3,000,000 and the lermination date is 16 September 2003, The

fixed interest rate was 5.23% and the variable rale was the 90 day bank bill rale as al the commencement of the
quarler. The rate sel for the guarter commencing 16 June 2003 was 4.78%.
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28. FINANCIAL INSTRUMENTS {coatinued;

Credit Risk Exposures

The credit risk on financial assets of the consolidated entity which have been recognised on the balance sheet, other
than investments in shares, is generally the carrying amount, net of any provisions for doubtful debts.

Inferest Rate Risk Exposures

The consolidated entity’s exposure to inferest rate risk and ithe effective weighted average interest rate for each class
of financial assets and financial liabilities 15 set out below.

Exposures arise predominantly from assets and liabilities bearing variable interest rates as the consolidated entity
mntends to hold fixed rate assets and liabilities to maturily.

Fixed inferest matoring in:

Weighted
average
2003 effective
interest rate
o

Financial assets
Cash
Receivables
Investments
Financial liabilities
Bank overdrafl
Bank oans 5.05
Orther loans 6.37
Trade and other creditors
Eecase liabililies 7.56
Hire purchase linbilities 0.99
Nel financial assets
{liabilities)

Weighted

average
2002 effective
interest rate
e

Financial assets
Cash 4.75
Receivables
Investments
Financial lahilities
Bank loans 502
Other oans .50
Trade and other creditors
Lease labilities 7.50
Hire purchase liabilities 7.25

Net [inancial assels
{liabilities)

CTI Logistics Limited and Comrolied Entities

] Floating 1 year or less OVE.I‘ lto5 Nemm%erest Total
inferest rate years bearing
§ $ % § $
- - 16,794,973 16,794,973
- - 327,753 327,753
- - 17,122,726 17,122,726
68,735 - - 68,735
7,800,000 - - 7,800,000
134,544 2,996,000 1,260,000 - 4,390,544
- - - 9,233,969 $,233,969
14,267 - - 14,297
- 2,370,732 4,289,138 - 6,659,870
8,003,279 5,381,629 5,546,138 9,233,969 28, 167415
(8,003,279  (5,381,029) (5,549,138} 7,888,757 (11,044 689
Fixed inferest maturing in:
) Floating 1 year o less Ove.r fto 5 Non«mi':erest Total
inferest rate years bearing
% § % % §
756,322 - - - 756,322
- - - 22,239,325 22,235,325
- - - 789,295 789,295
756,322 - - 23,028,620 23,784,942
13,900,000 - - 13,900,000
169 857 - 4,256,000 - 4,455 857
- - - 1,161,659 13,161,659
- 8,364 12,860 - 21,224
- 3,534,622 4,878,807 - 8,413,429
14,099 857 3,542,986 9,147,667 10,161,659 36,952,169
(13,343,535)  {3.542,986) (9,147,667 12,866,961 (13,167.227)
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28. FINANCIAL INSTRUMENTS {coatinued;

Net Fair Value of Financial Assets and Liabilities
On-balance Sheet

The nel falr value of cash and cash equivalents and non-interest bearing monetary financial assets and linancial liabililies

of the consolidated enlity approgimales their carrying value.

The nel falr value of olher monetary financial assets and financial labilities is based upon markel prices where a market
exisis or by discounting Lthe expected luture cash lows by the current inlerest rates for assets and lLabililies wilh similar

risk profiles.

Equity investments raded on organised markets have been valued by reference to market prices prevailing at balance

date.

The carrying amounts and net fair values of financial assets and liabilities at balance date are:

2003 2062
Carrying Nef fair vaine Carrying Net fair
amonat § amount value
$ 8 $

On-balance sheef financial
instraments
Financial assets
Cash - - 756,322 756,322
Trade and other debtors 16,794,973 16,662,381 22,239,325 22,103,158
Traded investmenis (note 6) 257,128 236,733 TIR.6TG 267,433
Oiher investiments 70,625 12,826 70,625 TH.625

17,122,726 16,911,940 23,784,942 23,197 538
Financial liabilities
Trade accounts payable 3,233,065 9,233,669 13,161,650 10,161,659
Bank overdraft 68,735 68,735 - -
Bank loans 7,800,000 780,000 13,500,000 13,900,000
Giher loans 4,300,544 4,350,544 4,455,857 4,455 857
Lease Habilities 14,297 12,506 21,224 29,490
Hire purchase labilities 6,659,870 6,796,445 8,413,420 4,571,649

28,167,415 28,302,199 36,552,169 37,118,655
Off-balance sheet financial
instroaments
Financial assets
Interest rale swaps (1,110 3,40%) -

Other than those classes of assels and Liabilities denoted as “waded”, none of the classes of financial assets and

liabilities are readily iraded on organised markets in standardised [orm.

Although certain irade and other debtors are carried al an amount above net Fair value, the directors have nol caused

those assets to be written down as il is intended (o retain (hose assels to malurity.
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DIRECTORS’ DECLARATION

The directors declare that the financial staternents and noles set out on pages 3 0 31

(a) comply with Accounting Standards, the Corporations Regulations 2001 and other mandatory professional reporling
requirements; and

(by give a true and [air view of the company’s and conselidated entily’s financial position as al 30 June 2003 and of their
performance, as represented by the results of their operations and (heir cash fows, for the financial year ended on
that date.

In the directors” opinion:

{a) (he financial stalements and noles are in accordance with the Corporations Act 2001; and

(b} (here are reasonable grounds to believe (hat the company will be able to pay its debts as and when they become due
and payable; and

{c} at the date of this declaration, there are reasonable grounds 1o believe that the members of the Extended Closed
Group identified in note 21 will be able to meet any obligations or labililies (o which they are, or may become,

subject by virtue of the deed of cross guarantee described in nole 21,

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

DAVID MELLOR

Pirector

Perth
30 Seplember 2003
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Independent audit report to the members of PERTH WA 6000
GPG Box D193
CTI Logistics Limited PERTH WA 6840

E3X 77 Perth
Australia
W W FWC COE R
Telephone +61 8 9238 3000
Facsimile +61 8 9238 3099

Audit opinion
In our opinion, the financial report of CTI Logistics Limited:

. gives a true and fair view, as required by the Corporations Act 2001 in Australia, of the
financial position of CT1 Logistics Limited and the CTT Logistics Group (defined below} as
at 30 June 2003, and of their performance for the year ended on that date, and

. is presented in accordance with the Corparations Act 2001, Accounting Standards and other

mandatory financial reporting requirements in Australia, and the Corporations Regulations
2001,

This opinion must be read in conjunction with the rest of our audit report.

Scope

The {inancial report and directors’ responsibility

The financial report comprises the statement of finaneial position, staternent of financial
performance, statement of cash flows, accompanying notes to the financial statements, and the
directors” declaration for both CT1 Logistics Limited (the company) and the TT1 Logistics Group
{the consolidated entity), for the year ended 30 June 2003, The consolidated entity comprises both
the company and the entities it controtled during that year.

The directors of the company are responsible for the preparation and true and fair presentation of
the financial report in accordance with the Corporations Act 2001, This includes responsibility for
the maintenance of adequate accounting records and internal controls that are designed to prevent
and detect fraud and error, and for the accounting policies and accounting estimates inherent in the
financial report.

Audit approach

We conducted an independent audit in order to express an opinion 1o the members of the company.
Our audit was conducted in accordance with Australian Auditing Standards, in order to provide
reasonable assurance as to whether the financial report is free of material misstatement. The nature
of an audit is influenced by factors such as the use of professional judgement, selective testing, the
inherent Imitations of internal control, and the availability ol persuasive rather than conchusive
evidence. Therefore, an audit cannot guarantee that all material misstaternents have been detected.

We performed proceduses 1o assess whether in all material respects the financial report presents
fairly, in accordance with the Corporations Act 2001, Accounting Standards and other mandatory
financial reporting requirements in Australia, a view which s consistent with owr understanding of
the company’s and the consolidated entity’s financial position, and of their performance as
represented by the results of their operations and cash flows.

Lisbility is limited by the Accountant’s Scheme under the Professional Standards Act 1994 (NSW)
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We formed our audit opinion on the basis of these procedures, which included:

. exarnining, on a test basis, information to provide evidence supporting the amounts and
disclosures in the financial report, and

. assessing the appropriateness of the accounting policies and disclosures used and the

reasonableness of significant accounting estirnates made by the directors.

When this audit report is included in an Annual Report, our procedures include reading the other
mformation in the Annual Report to determine whether it containg any material inconsistencies
with the financial report.

While we considered the effectiveness of management’s internal controls over financial reporting
when determining the nature and extent of our procedures, our audit was not designed to provide

assurance on internal controls.

Our avdit did not involve an analysis of the prudence of business decisions made by directors or
rmanagement.

Independence

In conducting our audit, we followed applicable independence reguirements of Australian
professional ethical proncuncements and the Corporations Act 2001

ém@%

PricewaterhouseCoopers

David J Smith Perth
Partner 30 Septermber 2003



CORPORATE GOVERNANCE ¢§

The directors of CTI Logistics and its controdled entilies aspire Lo an effective level of corporale governance considered
appropriate o a consolidated entity the size of the group. The directors take ultimate responsibility [or corporale governance
and operate in accordance with CTI Logistics’ Constitution, Auwstralian Stock Exchange Limited Listing Rules, The
Corporations Act 2001 and all other relevant legisiation.

The role of the board of directors is to sel policy and guide the management of the group in the best interests of all
shareholders. The board’s responsibilities include maintenance and creation of sharcholder value, and selling corporate
objectives as well as ensuring the group operates in a responsible and ethical manner both within the spirit of any relevant
legistation and within the business commmunily.  The board also recognises the importance of providing a stable, non-
discriminatory employment environmenlt for the group’s employees.

The board of directors throughout the financial year consisted of the executive chairman, three olher execulive directors and
two non-exccutive directors. A third non-execulive director, Mr W. Tucker resigned during the year. The composition of the
bhoard is considered [rom Ume o Ume at board meelings with & view W maintaining a board with an appropriale mix of
operational and financial skills and experience. Recommendations for additional members of the board can be made by any
hoard member.

Many day to day admintstrative and operational matiers are deall with by formally constituted divisional committees whose
membership consists of at least one board member and senior management personnel.

The execulive directors approve and sel the remuneration of senior staff members within the group. A remuneration
committee which comprises two non-executive directors advises the board on remuneration packages and other lerms of
employment for execulive directors. One formal meeting of the remuneration commillee was held during the financial year.

An audit committee comprising a non-executive and an executive director assist the board in fnlfilling s oversight
responsihilitics by reviewing the financial reporting process, the system of Internal control and management of financial risks,
and its own code of business conducl. The audil committee also reviews the ferms ol engagement for the exlernal auditors
together with the scope and qualily of the audit and he awditor’s independence. The committee meets with Lhe auditors al feast
TWICe A Vear.

In addition to fosmal Tull board meelings, the execulive directors, who all live in Perth, meet on a repular basis, both formally

and informally, to consider day to day operalional and managerial matters that arise which do not reguire full board
consideration.
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