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This publication includes

Diowrer B Limited’s Director’s

Heport, the Annual Financial
Heport and independent Audit
Heport for the financial vear
ended 30 June 2005,

It should be read in conjunction with
ihe Downer EDI Umited Concise Annual
Rerort 2005 which provides an overview
of the key activities for the year ended
30 June 2008, The Concise Annual
Report includes the rmessage from the
chairrnan,managing director’s review,
chigf financial offcer's raview, chisf
axscutive profilss, review of operations,
health sefety srvironment and the
comemunity, board of director’s profies
and sections on corporate governancs,
Information for investors and Austradian
Stock Exchange information.

The Full Financial Beport and the
Concise Ahnual Report cornprise the
full annuai rsport of Downer ECH Limited
feur the year ended 30 June 2008, in
accordance with the Corporations

Act 2001,

The Concise Annal Heport 2005

is availabls from Downer EDEs
Corporate Affairs office by reguest

on (02) 9251 4899, Both the Corcise
Annual Report 2005 and the Full
Financial Beport 2008 can be found
at the Downar BB website:
www.downeredi.com
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Armuzl General Meeling

Dovwner EB1 Limited’s 2008 Annual
General Mesting will be held in Sydney

at The Heritage Ballroom, Ths Westin
Hotel, 1 Martin Place, Sydney on

2 MNovermnbar 2008, cornraencing 10.00am.




directors’ report

The directors of Downer EDI Limited

subimit herewith the annaal financial report

of the cormpany for the financial year
endad 30 June 2005, In order o comiply
with the provisions of the Corporations
Aot 2001, the directors report as follows:

Lirectors

The names of the directors of the
company durng or since the end
of the financial year are:

B D O'Callaghan AQ
[chagrmarn, non-exacutive)

K'Y Lau (deputy chairman, non-execitive)

5 J Gillies {managing dirsctor)

T K Chan (non-executive,
regigned 19 Octobar 2004)

4 5 Huraphrey {non-executive)
F E J . Jollie AM (non-execative)

Z J 5 Benwick (non-executive,
appointed © Ssptember 2004)

B W Wong (nen-executive, alternate for
Or G K Chan, resigned 18 October 2004)

A profile of current board mearmbers is
provided on pages 44 and 48 of the
Concise Annual Beport 2008,

Directors’ mestings

There wers & Ull board meetings, 3 audit and risk sub-cormittes rmeetings, 3 rernuneration
sub-cormmittes meetings and 1 corporate governance and nomination sub-cornrmities
meeting held during the financial year, The nurnber of meetings attendsd by sach direcior
is sat out in the table below,

Numizer of mestings attendad

Caorporate
Audit and Governance

Board of Rigk Hemuneration  and Nomination
Biraciors Comerittes Committes Committes

B b O'Callaghan g 3 3 1

K Lac 5 - - 1

5 4 Gillies g - 3 -

K Chan - - - -

J 5 Hurmphrey g 3 - 1

P £ .1 Jolie 3 3 -

4 8 Renwick G # 2 - -

B W Wong

{alternate for G K Chan) 1 - - -

# 7 rneetings held whils a director
* 2 rmestings held whils a dirscior
A2 audit cormmittee meetings held while a director

Directors’ shareholdings

Tha following tabls sets out sach director’s relevant interest in sharss, debentures, and
rigihts of opticns, in shares or debenturss, if any, of the company at the date of this report.
Mo director has any relevant interest in shares, debentures and rights or options in shares
ot depeniures, of a related body corporate as at the date of this report.

Dhrector Mo of Fully Paid Ordinary Shares
3.4 Gillies 2,831,463
B B O'Callaghan 15,302
J 5 Hurmphrey 2,941
P E.} Joliie 16,000

Company secretaries

The company sscretaries ars C D Thompson and B J Crane, A profie of corrent company
secrataries is provided on page 67 of the Concise Annugl Beport 2005,

Principal activities

The principal activities of the consclidated antity are that of a rouli-chacipinary, muiti-nagional
supplisr of select enginesring services, operating chiglly in the infrastructures, energy, and
regourcs sactors. The consclidated operations of the group include providing comprehensivi
enginesring and infrastructurs management senvices o the mining, power, rai, resousce,
road and telscommunications sectors in Australia, New Zealand and Asia,

Raview of operations

A review of the consolidated entity's cperations is contained in the managing directors
review on pages ¥ to 11 of the Concise Annual Beport 20085,
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directors’ report continuet

Changes in state of affairs

During the financial year there was no
significant changs in the state of affairs
of the consolidated entity other than that
referred 1o in the financial statements

ot notes therato.

Subseguent oveonts

Thare has not besn any matter or
circumstance other than that referred

i in the financial statements or notes
ihereto, that has arizen since the end of
the financial year, that has significantly
affected, or may significantly affect, the
operations of the consolidated entity, the
results of those operations, or the state
of affairs of the consclidated entity in
subseguent Bnancial years.

Fulure developments

Disclesure of information regarding

lEsehy developments in the operations

ot the consclidated entity in future

financiad vears and the expectsd resulis

of those operations is likely o resdlt in
Unreaschabie preiudice 1o the consolidated
ertity. Accordingly, this inforrnation has

not been disclosed in thés report.

Dividends

In respeact of the financial year endsd

30 June 2005, the directors declared

the payrnent of a final ordinary dividend
of 12.0 cents per share (franked 1o 70%)
i the holders of fufly paid ordinary shares
i be paid on 18 October 2008,

In respeact of the financial year endsd
30 June 2008, an interim dividend of
.0 cents per share (franked 1o 50%)
was paid 1o the holders of fully paid
ordinary shares on 22 April 2005,

In respeact of the financial year endesd
30 dune 2008, dividends totalling nil

{2004 1,727 ,000) (Unfranked) were
paid in respect of the 8% corverting
preference shanss,

In respect of the financial year ended

30 June 2004, as detailed in the Birectors’
Report for that financial year z final
dividend of 8.6 cents per shars franked
10 BO%) and a special ordinary dividend
of 2.0 cents per share {franked o 50%)
wers paid to the holders of fully paid
ardinary shares on 15 October 2004,

2 Downer EIM Limited ¥

Emplovee discount share plan

in regpect of the financial year endsd

30 June 2005, sharss totaling $3,523,275
{(2004: Mill have besn issued snder the
termis of the Employes Biscount Share
Fian. Further details on the employee
shars plan are disclosed in note B o

the financial statements.

Execulive share option
scheme [FEOSE"

Mo options were granted under the EOS
during the year. Further details on the
executive share opiion pian are disclosed
in note ¥ 1o the financial staternants.

Share options
MNo options were granted during the year.

ndemnification of officers
arid auditors

During the financil year, the company
paid a pramiur in respect of a contract
insuring the directors of the company
{as named abovel, the comparny
secrataries, © D Thampson and

B J Crane and all executive officars of
the company and of any refated body
cotporate against a liab#ity ncurred as
such a directorn, secretary of executive
officer to the extent permitted by the
Corporations Act 2001,

The contract of insurance prohibits
discinsure of the naturs of the liability
and the amount of the prarmium. The
company has not otherwise, during or
since the financial year, indemnified or
agreed to indemnify an officer or auditor
of the cormparny or of any refated body
corporate against a liab#ity nourred as
such an officer or auditor.

Birectors and executives
remuneration report

1 Remuneration principles

The board recogrises that Bowner EBs
performance is dependent on the ouality
of s peogle. In order 1o achieve is
financial and operating objectives, Downer
EB must be able 1o attract, retain and
retivate highly skilled executives, in an
empleyment emvironment of significant
comnpettion for such people,

Deninar EDI's remuneration principles
are sat out below:

¢ Competitive remunesration
arrangsements should be provided
to attract, retain and mothvate
executive talent;

* A significant portion of executives'
rewards should be linked to
perfarmance in creating valug
for sharehoiders; and

¢ Create a culture of share cwnership
amongst executives and employess
genaraily to afign thelr interssts more
closely with sharehoiders,

The information in sectiohs 2 to &
inclusive set out the remuneration
orinciples, structure and payments

which operated for the financial year

to 30 June 2005, The information
contained in section T omwards sets out
the principles and arangemeants which
will apply for the dune 2006 financial year,

2 Remuneration structure
The rermuneration structure for sxecutives
comprizes fixed and variable remuneragion.

*  Fixed rernuneration is made up of
hase salary, supsrannuation and
othet bensfits.

¢ ariable remuneration consists of an
AU shor term incentivie plan which
iz tied o performance and is at risk,

The rermuneration structurs is designed to
sirike an appropriate balance batwesen fixed
and varialis remuneration. Consideration

i given to the parfermance of individual
axscutivies and o the perforrnance of the
company. The remuneration committes
determines the bass salades of the serior
axscutiie deam (the nominations committes
in the case of the managing director) and
deterrines the parameaiers for vadable
rermLineration.

Other than the offer to eligible exscutives
to participats in the Bmployves Discount
Share Plan, no shares, options of other
secuUrities were issued during the year 1o
executives a8 part of their remuneration.

All remuneration received by the
managing director and specified
executives is summarisaed in sections
2 and 3 of this report.



2.1 Base salary

Dase saleries are determined by reference
to appropriate benchmark information,
taking inte account an ndividuss
responsiities, performance, guakfications,
expanence and geographic ocation.

2.2 Variable remuneration

The board believes that wel desioned and
managed short term plans ars important
eferments of empiovess’ and executives’
rernunaration, providing incentives for
them to sirivie to mprove Downer EDNs
perfornance for the benedit of sharsholders.
The proportion of vadable remuneration
changes from axecutive to executive
bt takes into account responsibilities,
pedformance and exparience. Al
variahle rermuneration iz ltimately

tisd to performances,

Under the Short Terrn ncentive [(STH) Plan,
performance & measured chisfly through
financial performance, in particular through
zatisfaction of the divisionat budget and
husiness plan and, whera relevant, the
group budget and business plan.

Provided the base critaria are met

{heing the satisfaction of the budgest

and business plant ST may also be
influsnced by other key perfarmance
inckcators {“WPFs™} which vary depending
upon the executive’'s position within the
organisation. For exampis, other key
performance indicators may include safety
performance (e.5. & reduction in the lost
time injury reduancy ratel, Improvermesnt

in equipment availability, reductions in
cost of funding or imprevernent i working
capital management. These additional
KPP's are geually focused on operationst
performance with particular relevance

to the executive’s position.

For the vear ended 30 June 2005, the
honus oppartunity for the managing
director and for the members of the senior
sxecUiive team was capped at a maxgmum
of 50% per cent of their base salary, 2004
annual bonus payments paid during 2008
wete mostly in the range of 10% o 25%
of base sslary.

2.3 Executive remuneration

The table below sets out remuneration for the specified executives, being the five most
highly remunerated executives in both Downer EB and the consolidated Downer EDH
greup. They are, in order, CES Boche Mining, CES Downer Enginesring, CEG Works
MNews Zeafand, CEC Works Australia and Regiongl Director for Bowner EDY Lirnited.

Prisnary Post Ernpéoymert
Mon- Supes-  Hetirement

Salary tees Bonus  monetary annuation slowsnces  Other® Totat
B § $ B $ $ $

Execulives
R Logar 544,161 64,655 7.907 §2,710 - 1000 710,433
C Denney 418,579 66,666 - §5,980 - 1000 582,625
B Waidron 414,658 91,743 - 44,618 - 1000 8552089
O Cattet 350,000 120,000 95194 56,000 - 1000 822194
P Khor # 183,844 475186 300128 - - 1000 68128
1,911,682 818,220 133,229 289,308 - 5000 3,157,438

* Cther includes discount on shares issusd under the Employes Share Plan

# Includes a retention bonus of $311,284 payable under the terms of the acquisition of
CPG Corporation Pie Ltd on 1 April 2003,

2.4 Company performance

The table below shows the perforrmance of Downer EDPs ordinary shares over the last

five years. The table represents infal sharsholder returns (TSR) for each year, which is the
increase i share prics over each year plus dividends paid (including the benefit of franking
credits) during that year. The table indicates that Bowner ECH has delivered & TSH of 72%
fer the 2008 reporting pedod. During this period Bowner EDH has paid dividends totalling
17.6 cents per share,

Total Shareholder Returns 2001-20065

Year 2001 2002 2003 2004 2005

18R (28)% 20% 20% 6%, 2%

The chart befow shows Downer EDE samings (het profit after tax} growth rate for each year
over the last B years.,

Earnings Growth 20012005

Year 2001 2002 2003 2004 2005

Growth Rate % 11% 245% 18%

M2
=
=
=
[5:2]
D
=
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directors’ report continu

Directors and executives remuneration report continued

3 Directors’ remuneration

The maximum aggregate fees approved by sharshelders that can be paid 1o non-exacutive
diractors is $800,000 per annum. This cap has rernained unchanged sincs 1898, The
afincation of fees 1o non-executive directors within this rernuneration pool is a rmatter for
ihe poard. The allocation of fess has been determined after consideration of & number of
factors including the tirme commitment of directors, the size and scaie of the company's
operations, the skill #sts of board members, the quantum of fees paid to non-axecutive
dirsctors of comparabls companies and paricipstion in cormmities work,

Fees for non-executive directors are fixed and are not linked o the financial periormance of
he company in any way, The boand belisves this is necessary so that boand members are
seen 1o be maintaining they independence. n addition, non-executive dirsctors do not receive
any bonus payment nor pagticipats in any share or incentive plan operated for exscutives of
e COMmPanTy.

The chairran receives a base fee of $175,000 par annum (inclusive of 8il committes
fees) plus superannuation. Most of the other non-executive directors receaive a base fee
of $100,000 per annum (where they are not entitled to a retirement benefity and $70,000
per annum fwhere they are so sntitled), Fees for these non-executive directors have been
set to reflect market rates. There is aizo & fes for certain committee duties: $10,000 for
the chalr of the audit and risk management committes and $8,000 for the chair of the
rermuneration commities, Tom Lau, as a nomines repressntative of a pravious substantial
sharehelder, has not been paid directors’ fees,

Under their origingt terms of appointment, Barry O’Caliaghan and John Humphray were
elicgile for cartain relirernent benefits. Consistent with the ASK Corporate Covernance
Council Principles, the right to these refirement benefits has been frozen and has been
fully presidad in the financial staterments. Other non-executive directors are not entitisd
i retirerment bensfits other than payment of statutory superannuation entitlerments.

Dietaite of all fees and acorued benefits paid/payabie to directors during the 2005 year
ars set out in the following table. Stephen Gillies is the managing director and each
of the other directors is a non-exscutive director.

Primary Post Employment

MNori- Super- Betirement
Salary fees Bonus monstary  annuation allowances TFotal
5 % S 3 S $

Ohirectors

B B O'Callaghan © 175,000 - - 15,750 - 190,750
KoY Lau - - - _ _ -
5 J Gilliss 1,524 327 B02128 20973 38,702 - 2,085,327
Or C K Chan - - - - - -
J 5 Hurmphrey + 8C,000 - - - - 80,000
P E [ Jollie 01,6687 - - 8,280 - 99,917
< J 8 Renwick 61,016 - - - - 61,016
B W Wong - - - - - -
1,032,010 502,125 20,173 62,702 - 2,517,010

Barry O'Gallaghan's sstirement benedit has been cappad at $250,000

~ Salary fess include payment of $386,300 for enditlerents for previous years
gnder amployment contract

+ John Humphrey's retiremsnt benefit has been capped at the aggregate of his base
diractors’ feas for the 3 vears to 30 June 2008 — which is $185,000,

4 Downer EIH Limited §

4 Contract terms for

specified executives
All of the specified executives, as wall
as the managing directorn, are on open-
ended contracts with no fixed end date.

Tha notics period under specified
executive coniracts i8 3 months.

For the managing director, the nofice
period iz alse 3 monihs,

In addition to the notics requirement,

e contracts for specified executives
{apart from Khor Pob Hwad and for the
Wanaging Director provide for termination
paymants cagped at 100% of bags
salany, but this appiies only in very

limited circurnstances.

The specified executives wers all
employed thraughout the reporting
period and no farmination payments
ware made.

5 Employee share scheme

I addition to the remunearation
arrangements cutlined above, the
company nstituted in June 2008, an
Emplovee Discount Share Plan, Under
this plan eligible ernployess were offerad
the right 1o scquire 500 shares in Downer
at an issue price of $8.15 {the volurne
weighted average price of Downer's
shares gt the time of the offer) less a
$1,000 dissount, The discount was
offered in recognition of emploves senvice
and cordribations 1o the company’s
performance. Under the offer, employess
had 1o pay the balance, being $1,575,
for the shares, The plan was structured
o encowrage a culiure of shars ownership
as broadiy as possible armongst the
COmpaEny's employess,

In order to be efigible for the offer,
amployess must have been parmanant
amployeas of the company for net

less than 12 months. A pleasing

2,237 smpioyees accepted the offer,
representing a take up rate of 26% and
resulting in the allotrnent of 1,118,500
shares. The offer was made 1o employses
in Australia, New Zealand and Singapore.



6 Remuneration committee
The remuneration committes operates

under the defegated authority of
Downer EDl's board of directors.,

The committes is comprised of two
incependsnt non-executive dirsctors,
{(heing Peter Jollie {chairmean) and
Bamry O’Callaghan} and the managing
director — Stephen Gillies.

The committes's primary rssponsibiity
is to azsist the board in fuffiling its
corporate governance and oversight
responsibifitias with resgect to:

*  providing sound remuneration
and employrnent policies and practices
that enable Bowner EDY group
companies o altract and retain high
ouality execulives who are dedicated
o the interasts of Downer EDPs
sharsholdars;

*  fairly and responsibly rewarding
axscutives, having regard 1o the
imterest of sharehelders, Downer EDI's
petformance, the performance of the
refevant executive and emiployment
roarkat conditions: and

*  svaluating potential candidates for
exscutive positions, including the chisf
exacuUtive, and oversesing
the development of sxecutive
slcCession plans.

The nominations and corporate governance
cormmittes is responsibie for considering
and setting the remuneration for the
managing director. The rermunaration
committes is responsibie for all other
executive remuneration matters,

The cormmittes has the resowrces and
autharity appropriste to discharge its
duties and respensibilities, ncluding
the guthority 1o engage extemal
professionals, on terms it determines
appropriate, withou! sesking approval
of the Board or management.

7 New arrangements since

30 June 2005
Tha ramunaration committes
has met on a number of sccasions
sincs the end of June 2008 1o reviow
ihe cormmpany’s approach to performance
and remunsration rmanagernent. The
comymittes’s objective is to ensure that
ihe cornpany’s approach to remuneration
alighs remuneration outcomes and
sharsholder waalth creation, assists in
retaining exacutives, is consistent with
current market practice, iz financially
appropriate and in keeping with the
corpany’s commitment to good corporate
gevernances principles, PriceWaterhouse
Coopers was retained to adviss on the
structure of remuneration arrangements
as well as market practice. A ravised
rernunaraticn policy has been developed
based on the following principles:

s wariable remuneration showld form
a sigrificant part of an executive’s
rernuneration:

& yariable remuneration shodid
he dinked to shareholder wealth
creation and should be &t risk;

& yariable remuneration shodid
cengist of short terrn incentives
as well as long fenm heentives:

s eouity participation should be
encouraged to pramote a culturs
of share ownarship; and

*  anpropriate hordles should be
put in place o assess whether
vatizhle remuneration should vest,

Under the proposad structure,
rernuneraticn for senior executives
will wiolve thres components:

&z fved remuneraticn componeant;
&z short term incentive component; and

* 3 long ferm ncentive componant.

Dovwner EDH Limited

7.1 Fixed rermnuneration

A fixed remuneration component should
be ast 8t competitive levels for sach
axecutive within the market ranges. Thess
raarket ranges are determined, where
avallabie, by reference 1o appropriate
comparable companies. The fixed
remuneration componant is caleulated
on a total cost o the company basis
with the cost of emploves benefits auch
a8 motor vehicle, superannustion, car
parking, togsthar with frings benefits tax
being included. There are ne guarantesd
increases o fixed ramuneration in any
sanior executive’s contract.

7.2 Short term incentive

The short terrmn incentive which is
payable by way of an annual bonus,

iz a cash payrent {subjsct io the
arrangament set out at paragraph 8
below), Short ferm incentive payments
are capped at 0% of the executive’s
base salary and ars tied to performance
in relation 1o a number of areas including
financial and non-financial targets.

7.3 Long term incentive {LTH

The proposed long term incentive

plan is the main change 1o the
remuneration policy and has been
desighed to increases equity participation
and to align executives’ remunaration
with growth in shareholder wealth. It
ahsuras that the incentives drive a share
ownershio mindset amengst executives
with the grant set at appropriate levels.
Sustained performance will be
aencowaged by linking the vesting of
lorgy term incentive awards to hurdles
wich reflect sharsholdar value creation.
The instrumenis chosen for defivery of
the long terrn incentives are a blend of
perforrnance rights and performances
options, Set out below is an overview
of the rights and options instruments

to e used in this prograrn.
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Directors and executives remuneration report continued

7.3 Long term incentive {LT) continued

Performance Righis Performance Options

*  Participants have the right to acguire & share ¢ Paticipants have the right o acouire & share ab & futurs
&t a future point in tims point in tirme

s esting is dependent upon both time and s esting s dependent upon both time and performance
parforrnance based criforia based criteria

*  No sxerciss prics is payabie * AN exercise price s payable

¢ The rewsard is the Ul value of the undetlying share ¢ The reweard iz equal o the growth i the underhing shars price

s Generally provides a greater reward where there is
significant growth i share price

*  Bewards in a flat to poor market can be non-existent

Each grant of perforrmance rights and perforrmance options wilt be divided into 2 portions with different hurdies being applied 1o sach
portion as st oul below:

s the first portion will vest based on the company’s total shareholder return (TSR} a5 measured against the ASX 100 comparator group; and
*  the second portion will vest basad on meeting growth hurdles in the company’s eamings per share (EPS)

Mo grants have been made under the long term incentive plan, however offers are expected 1o be made during the year ending 30 June 2008,
Ter vest, Bowner ED] TSR percentile ranking must be betweesn S0th and 75 percentiles of the ASX 100, For that first offering, & portion

of the award will viest at 50th percentile performancs and ncrsase up to 100 percent vesting at 75t percentile performance. Having regard

o changes taking places in Australia in long ferm incentive plan design, the cornmittes will undertake further reviews of the LTI design as
considered necessary, including vesting provigions, to determing if any changes 1o the plan sholid be considerad for future grants.

Satisfaction of the EPS hurdie will be determined by reference to infernal targets established by the remuneration committes.

Sumimary of fong term incentive plan

Year snd 30 June 2005 Year end 30 June 2006
Australian executives Australian sxecutives
* Ngogrants ¢ Answal grants with performance based vesting

three years from grant date
¢ Operates from 1 July 2008 to 30 June 2008
*  Assessrment at 30 June 2008

s Criteriz is total sharshoider retumn ranking within
a peer group of companies plus EPS growth

¢ <28 percentile = 0%
25¥ — B0th percentile = 0%
0% — T8th percentile = 50% — 100%
=75 percantile = T00%

The intention is {subject io local law and regulaiory requirements) to extend the application of this plan o overseas based executives.

& Downer EIH Limited §



8. Downer EDI Deferred Share Plan

The remunaration committes has alse
inztituted a Deferred Share Plan {“BSP™L

The Downer EDF DSE enables smployess
of Deswmer ECE in Australiz to purchass
Downer EDI shares with pre-tax salary or
hengses. Those shares are purchasad
on-market, in the ordinary courss of
trading on the ASX, by the Downer EDI pian
trustse and held in st for the participant.

Hligghility to participate in the DSF is
determined by the Downsr EDI board,

Shares may be ratained in the Downer

E0F DEP while a participant remaing

an employee of a Downer ED4 group
comparny, howesver, taxation deferra
henefits corrently only apphy for 2 rnaximura
of 10 years. If a participant cesses to

be ermployed by any Downer EDE group
compary, the Downer ECEF DSP trustes
must either transfer the relevant shares

to the participant or sell the shares and
cliatripute the net proceeds of sale to therm.

Withdrawal of shares from the Downsy
ED1 DSP and transfer to a pasticipant
o sale renuires the approval of the
Doswner ED1 board,

FParicipans are entifed 1o any dividend,
returss of capitat oF other distribUtion made
in rezpect of Downer ED shares held in
the pian on their behalf, The Downer EDI
DSP trustes may allow participants o
participate in any pro rata rights and bonus
issues of shares mads by Dewner EB or
seft such rights (if renounceabie) or bonus
shares on behalf of the participants and
distribute the cash proceeds of such sale,

FParticipants may direct the trustes how to
vote any shares held on the participant's
hehalf. in the absence of such directions,
the shares will not be voted.

With sefected exscutives {determinsd by
the remuneration commities), a minkmuam
of 28% of any bonus payrnent {the short
term incentive) must be applied to the
acquisition of shares under the DSP

Founding off of amounds

The company is a company of the kind
referrad to in ASIC Class Order 98/5100,
dated 10 July 1988, and in accordance
with that Class Order, amounts in the
Directors’ Heport and the financial report
have basn rounded off to the nearast
thousand dofars.

Corporate governance

Irs recognising the need for the highest
standards of corporate behavicur and
accouniability the directors of Downer EDI
Limited support the principles of gaod
corporate governance.

The consolidated entity’s performance

in refation to corporate governance is
contained in the Corporate Governancs
section on pages 46 to 48 of the Concise
Annual Report 2008,

Environmental regulations

The consolidated entity’s performance
in refation to environrmental regulation
is contained in the Environrnental
Comgliance section on page 41 of
the Concise Annual Beport 2008,

Mon-audit services

Deswrnier EDE is committed 1o audit
independence. The audit and risk
management commities reviews the
independence of the external auditors
an an annual bagis, This process ncludes
confirrnation from the auditors that, in
their professional dgrnent, they ans
independent of the consolidated entity.
To ensure that thers & no potential
conflict of interest in work undartaken
by eur external auditors (Beloitte Touche
Tohrnatsy), they may only provide
sarvices that are consistent with the

role of the comparny’s audiior

The board of directors has considersd

the position: and, in accordance with advice
frorm the audit and risk management
cormmittes, is satisfisd that the provigion
of non-audit services during the year is
compatible with the general standard of
independence for auditors imposed by
the Corporations Act 2001,

The directors are of the apinicn that

e senices ag disciosed below do

nod compromiss the external auditors'
independence, hased on advice received
frorn the acdit 2nd risk management
corremittes, for the following reasons:

*  all nor-audit sendces have baen
reviewed and approved to ensure that
they do not impact he integrity and
oijectiity of the auditor; and
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«  none of the services undermineg the
general principles relating to auditor
independance as set out in the
Instituts of Chartered Accountants
in Australia and CPA Austrakia's
"Professionat Statement F1 -
Prefessional independence”, including
reviewing or guditing the acditors own
wietk, acting in a managsment of
decision-making capacity for the
company, acting as advocate for the
company o jointly sharing ecenomic
risks and rewards.

A copy of the auditor's independsnce
declaration is set out on page 8.

Brring the year details of the fees paid
or payalle for ssnvices provided by the
auditor of the parent antity, #s related
practices and non-related audit firms
ware as follows:

$
Tax consulting 186,000
AIFRS transition and other
gooounting achvisory 324,000
Total £20,000

Signed in accordance with & resclution of
the directors made pursuant to section
258{2} of the Corporations Act 2001,

O behalf of the directors

B D O'Callaghan
Birarior

§ J Gillies
Birsctor

Sydney, 23 August 2005




Ndependence declaration

23 August 2008

The Board of Dirsciors
Downer EDF Limited

Level 3, 180 George Street
SYDNEY NSYY 2000

Desar Sirs

DOWNER EDY LIMITED

Iry accordance with section 3070 of the Corporations Act 2001, | provide the following declaration of independence 1o the directors
of Dewnst EDI Uinited.

Az isad audit partner for the audit of the Bnancial statements of Downar EDE Limited for the year ended 30 Juns 2008,
| deciare that to the best of rmy knowledge and belief, there have been no contraventions of:

{il the auditor ndependence requirernenta of the Corporations Act 2001 iIn relation to the audit; and

i) any applicable code of professional conduct in relation 1o the audit,
Yours sincersly

e T T heapa” Coe— e,

DELGITTE TOUCHE TOHMATSU

JA Leotta
Partnar

& Downer EIM Limited




statement of financial performance

for the finanelat yvear ended 30 June 2005

Gonsolidated Company
2005 2004 2005 2004

Note $000 $000 $000 $"000
Hevenue from: ordinary activities 2 3,799,683 3,172 782 4,365 58,813
Share of nat profits of asseciates and int ventures
accounted for using the equity method a7 14,858 20,526 - -
Borrowing costs {43,974} {36,193} - -
Changes in inventaries of finished goods
and work in prograss {93,701} {51,408 - -
Communications expense {23,078} {28,088 {101) 383
Ermpioyes benelits expenss (1,008 538 (S03, 145} (F.378) (6,808)
Ocoupancy costs {38 576} {30,434) {441} (436)
Flant and equipment costs (387,131} (352 £40) - -
Professicnal fees {28,342} {16,490 {B31) [358)
Haw materials and consumables used (1,202 664} (1,074,147} - -
Subcentracior costs (39,841} (518,748; - -
Travel and accommadation expense {46,324 31,8008 {204) BO7)
Cither expenses rom ordinary activities {80,713} {43,773 (7842 [2.681)
Profit from ordinary activiies before income tax expense 2 131,630 108,235 47 954 47,441
income tax expense relating to ordinary activities 4 {27 508 {27 680 (7928 8,147)
Net profit attributable to members of the parent entity 104,035 81,548 40,025 38,254
Increase/(decreass) in forsign currency translation reserve
arising on translation of self-sustaining foreign operations 32 {5,399 846 - -
Total revenue, expense and valuation adjustments
attributable to members of the parent entity recognised
directly in equity {5,399} 846 - -
Total changes in equity other than those resulting
from transactions with owners as owners 08,636 52,392 40,025 39,254
Earnings per share
Basic and diluted (cents per share} 34 36.3 25.6

MNotes 1o the financial statements are included on pages 12 to 56
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statement of financial position

as at 30 June 2005

Consoldated Company
2005 2004 2005 2004

Note $'000 $'000 $'000 $000
Current assets
Cash assats He ATy 148,264 &8 338
lrwieninties 9 173,745 144,183 - -
Receivables 10 940,448 822,885 328,708 325,850
Other financial assets 11 15,554 20,056 1,087 700
Tax assets 12 8,854 4,202 - -
Other 13 18,018 15,478 2,209 !
Total current assets 1,322,728 1IAB074 332,039 326,907
Non-current assets
Reaceivables 14 31,014 20,24% 431,208 486,347
Irwestments accounted for using the eguity method 15 17,474 21,578 - -
Progerty, plant and eguipment 16 50,733 552,334 - -
Irtangibles 17 347,657 325,076 - -
Other financial assets 18 13,429 11,573 205 081 225 353
Dleferrad tax assets 15 38,068 26,855 25,228 15,787
Other 20 1,852 2,402 - -
Total non-current assets 1,020,365 484,083 Fa41,717 T2t 477
Total assets 2,343,003 2.119,137 1,073,756 1,054,384
Current liabilities
Payables 21 105,348 805,473 1,674 3,813
Irterest-bearing liabiities 22 16,735 HW7.624 - -
Provisions 23 108,539 4,471 1,276 1,378
Tax liabifties 24 25,414 6,231 26,666 2,783
Total current liabilities 860,086 814,799 20,617 7,914
Non-current liabilities
Payables 25 18,702 15,658 358,203 376,113
Irterest-bearing liabiities 26 480,037 377,193 - -
Provigions g 37,724 31,507 324 241
Dleferrad tax liabities 28 31,574 D811 6,593 17,581
Total non-current liabilities BTE,037 481,308 365,520 384,235
Total Habilities 1,435,073 1,206,108 305,137 402,148
Net assets 908,020 823,029 678,618 652,235
Equity
Contributad equity 31 B67,603 31,207 867,603 631,207
Reserves 32 (16,726) (11,327 - -
Retained profits a3 2ET 143 203,149 11,018 21,088
Total equity 908,020 823,029 678,618 652,235

Motas to the financisl staternants are included on pages 12 to 50,

0 Downer EDE Limited M3




statement of cash flows

for the finanelat yvear ended 30 June 2005

Gonsolidated Company
2005 2004 2005 2004

Note 000 $000 $000 $°000
Cash flows from operating activities
Recaipts from custorners 4,055,336 3,665,956 185 a0
Fayrments o suppliers and ermpicyees (3,813,713} (3,429,415 {15 2403 (7.887)
Distributions from foint venturas 16,637 19,945 - -
Dividends received from controlled entities - - 40,090 24 853
interest received 4512 §,4480 25 261
intersst and other costs of fnance paid {43,892} {36,585 (28} -
income tax (paid)/refund {32,923 {44 301} 2,475 1,144)
MNet cash provided by operating activities 424e 185,057 181,480 27 510 16,184
Cash flows from investingg activities
Receaigts fromd(advances to} controlled entities - - 25307 {192,847
Fayrnant for investroents 65,5313 {335} 2,870 -
Procesds frorm sale of investmeants 12,845 3,214 2 535 -
Fayrnant for property, plant and equipment (127,123} (166,343} - -
Procesds from sale of property, plant and sgquipment 19,872 41,645 - -
Receaipts from other acvances - 2,102 - 2,702
Advances 1o joint ventures {14,734} {2 BEB) - -
Procesds from sale of businesses 424ch 28,665 3,487 - -
Payrnent of obligations acquired under
hlsiness acgusitions {28,603} - - -
Fayment for businesses acquired 42(h) {27 648 {26,474) - -
MNet cash provided by/lused i) investing activities (142 258} (145, 256) 25878 {190, 745)
Cash flows from financing activities
Procesds from borrowings 612,335 459,256 - 193,857
Procesds from issus of eguity securities 7 - 17 -
Repayment of bormowings (613,053} (E33,081) {32 5B5) -
Dividends paid {20,504} {22,3504 {20,900 {19,324)
MNet cash provided by/lused in) financing activities {21,508 {86,125} {83 457y 174,373
Net increase/(decrease) in cash held 22103 {59,801} {271} (188)
Cash at the beginning of the financial year 147 574 208,725 335 527
Efferts of exchange rate changes on the balance
of cash held in forgign currenciss {3,708 1,750 - -
Cash at the end of the financial year A24{a) 165,972 147,574 &8 339

MNotes 1o the financial statements are included on pages 12 to 56
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notes 1o the financial statements

for the financial year ended 30 June 2005

1 STATEMENT OF ACCOUNTING POLICES

Financial reporting framework

The finsncial repart is & general purposs
financial report, which has been prepared
i actordance with the requirements of
the Corporations Act 20014, applicabls
Accounting Standards and Urgent |ssuss
Group Consansus Views and comphes
with other reguirerments of the law.,

The financial report has been prepared

oh the basis of historical cost and,

except where stated, does not take

into account changing meney values or
current valuations of non-current asseis,
Cost is based on the fair value of the
consideration given in exchangs for assats,

Significant accounting policies
Accounting policies are selscted and
agphied in & manner which ensures that
the resulting financial information satisfies
ihe concapts of relsvance and raliability,
thersby ensuring that the substance of
the underlying transactions and other
evenis are reporied.

The following signiicant accounting policies
have been adopted in the preparation and
presentation of the financial report,

Acquisition and disposal

of non-current assets

Assets acquired are racorded at the

cost of asquisition, being the purchase
consideration determined as at the date
of acquisition plus costs incidental 1o the
acauisition. In the event that settlement of
all or part of the cash consideration given
in the acouisition of an asset is deferred,
ihe fair value of the purchases consideration
is defermined by discounting the amounts
payabis in the future to thelr prasent value
as at the date of acquisition.

The cast of property, plant and equipment
constructed within the consolidated shitity
includes the cost of materials, direct
labour and an approgriate proporsion

of fixed and variable overheads. Interast
costs on borrowings o finance assets
under construction are capitalised up

iy the date of compietion of each assat,

Any gain or loss on the disposal of an asset
is determined as the difference betwisen the
carmying amount of the asset at the time of
disposal and the procesds from disposs
{net of geling costs} and is ncluded in the
results in the year of disposal.

Cash

For the purposs of the Staterment of
Cash Flows, cash includes cash on
hand and in banks and rmoney market
investments readity convertibie to
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cash within two werking days, net
of sutstanding bank overdrafts,

Changes in accounting policies
Accounting pelicies applied are consistent
with the previous financial year,

Comparative information

Where necessary comparative

amounts have been reclassified and
repositicnad for congistency with current
year accounting policy and disclosures.
Further details on the nature and reason
for amolnts that have baen reclassified
and repositionsd for congistency with
curtent year accaunting policy and
disciosures, where considerad rmaterial,
are refersd to separataly in the financial
statemerts or notes thersto.

Depreciation

Depreciation is provided on propety,
plant and equiprment, Including freehold
buildings but excluding land and
invasiment propsrties. Depreciation is
caiculated on the productive usages of
assets basis so as to write off the nat
cost of each asset over its expected
useful life. Leasshold improvemants are
depreciated over the period of the isass
or estimated useful life, whichever i@ the
shorter, using the straight-line method.

The following estimated useful lives are
uged i the cafculation of deprecistion:
20-30 years
3-15 years
20-25 years
Equipment under finance legse 515 years

Buildings
Plant and equipsmasit
Cuarries

Earnings per share {EPS)

Basic earmings per share

Basic eamings per share is defemmined

by cividing net profit after incoms tax
attribotaile to members of the company,
excluding ary costs of servicing equity
other than ardinary shares, by the waighted
avierages nurnber of ardinary shares
outstanding during the financial yearn

Diluted earrings per share

Diluted sarnings per sharg adjusts

the figres usad i the deterrmnination

of basic earnings per share 1o taks

into account the after incoms tax effect
of interest and other financing costs
associated with dilutive potential ordinary
shares and the weighted average number
of shares assumed 1o have besn issued
for no censideration in relation to diutive
petential ordinary shares,

The assessment of whether or
not & potential ordinary share is dilutive
is based on concitions at balance date.

Emiployee benefits

Prowvision s made for benefits aceruing
o employees in respect of wages and
salaries, annual leave, ong servics leave,
redundancy and sick leave when i s
probables that ssttlement will be requdned
and they are capable of baing measured
reliably, Provisions mads in respect of
wages and salaries, annual lsave, sick
leave and oiher employes bensfits
aexpactad to be sattied within 12 months
are measured at their nomingl values
uging the rermuneration rate expectad

10 apply at the time of seftlemeant.

Presisions made in respect of employves
benefits which are not expected to be
gettled within 12 maonths, are measured
as the present valug of the estimated
future cash outflows to be made by

e consolidated antity in respect of
senices provided by employess up

o the reporting date.

Engineering services contracts
flong term)

Revenues and expenses arising from
enginsering services contracts anes
recagrised in net profit by reference to
the stage of completion of the contract
as at the reporting date. The stage of
completion is deterrnined by reference
o physical estimates, sunveys of the
work parformed or cost incurred.

Where an engineeting services contract
s expected to make a loag, the loss is
recognised as an sxpense immediately.

Amaclnts due to/from custormners undar
engineering sendces contracts which arg
recaghised as an asset/liability respectively,
conzist of costs plus profits recognised to
date less progress billings received and
provisions for foresessble insses,

Financial instruments

Disbht and equity instrurments

Debt and souity nstruments are
classified as either liabiities or as

aquity in accordance with the substance
of the contractual arrangement.

Transacton costs on the issue

of equity instruments

Transaction costs arising on ths issus of
equity instruments are recoonissd dirscily
im equity as a reduction of the proceads of
he enuity instruments o which the costs
relata. Transaction costs are the costs that
are incugrred directly in connection with



the issle of thoss squity instraments
and which would net have been incurrad
had those nstrumeants not besn issusd,

fnferest and dividends

interest and dividends are classified as
sxpengas or as a datribotion of profit
congistent with the statement of financial
paosition classification of the relatisd debt
of equity instrumentsa.

Derivative financial instruments

The consclidated entity enters inio
derivative financial instrurnents 1o manags
its exposure to intersst rate and foreign
exchange rate risk including foreign
exchange contracts, forward interast

rate contracts and interest rate swaps.

Forefgr: exchange contracts

Exchange diferences on forward

foreign exchange contracts to hedge the
purchass of sale of specific goods and
sevices are deferred and included in the
measuremant of the purchass or sale,

Further details on detivative financial
inztriements are refetrad to separately in
the financial statements and notes thereto.

Foreign currency

Al forsign currency ransactions during the
firancial vear are brought to account using
the exchange rate in effect at the date of
each transaction. Foreion curency monstary
items at reporting date are transiated at the
exchange rate existing at that date.

Exchange diferences are recognisad in
the staternent of financial performance
in the vear in which they arise excapt:

it exchange differences which relate to
azssts Under snginesring senvices for
future productive use ars included
in e cost of those assets; and

it exchange differences on transactions
erfered into in order to hedgs the
purchase or sale of specific goods and
services are deferred and included in the
mszzUrement of the purchase or gale,

Exchange differences related to foraion
cusency monatary iterns forming part

of the net investment In & salf-sustaining
foreign operation are taken dirsctly to

the forgign currsncy translation resenve.
Financial statements of self-sustaining
foreign controlled entities are translated
at reporting date asing the current rate
rethod and exchange diferences are
brought fo account by entries made directly
to the foreign currency translation reserve,

Goods and services tax

Revenues and expensss and assets ane
recogrised net of the amount of goods
and services tax {G5T), except;

) whers the amount of GST incurred
is not recoverable fom the taxation
autharity, it is recognised as part of
the cost of acqudsition of an assat
of as part of an tern of expense; or

i) for receivables and payatles which
are recogrissd inclusive of GET.

The net arnount of GST recoverabls from,
of payable to, the taxation authority is
included as part of recetvailes of payables.

Cagsh fiows are included in the statermeant
of cash flows oh a gross basis. The GST
comganent of cash fows arising from
investing and financing activities which

is recoverable from, or payable 1o, the
taxation authotity is classified as operating
cash fiows.

Goodwill

Goodwill, representing the excess of the
cost of acquisition over the fair value of
ihe identifizble net assets acguired is
arnortiged on a straight line basis over

a period of 20 years,

ncome tax

Tax effect accounting principles are
adopted wherasby the income tax expenss
is caloulated oh pre-tax accounting orofits
after aciustment for permanent differences.
The tax effect of timing differences, which
oot when fams are included or alowed
for incormne tax purpesss in a period different
o that for accounting, is shown at current
fapation rates in deferred income tax and
future income lax beneft, as applicabis.

Any net fulure income tax benedit relating

o tax losses is net carried forward as an
asset unless the benefit is virtually certain

of being realised. Future income tax benefits
refating fo timing differsnces are not carded
foreward as an asset unless the benefit is
regarded as being assured beyond any
reasoniable doubt.

Realisation of the potentis! future incomes
tax penefit is dependent o

i the refevant entities earming futurs
assessable income of 2 nature and
amount suficient io enable the benefit
to be realised;

i) the refevant entities continuing
to cormply with the conditions for
deducbilty frposed by the law; and
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iy ne changss in tax legislation adverssly
affecting the relevant entities in
realising the bensfit,

Where agzets are revalusd, nNo provision
for poiential capital gains tax is made as
ne decigion has been mades to sall any
of theses assets.

inteHectual property

Paterts, trademarks and licenses are
recorded at cost and amortized on a
straight ns basis over their usehul ives,
which is not greater than 40 years,

Other intellectual property recognised
relates 1o costs incurred on research and
development or accuired in the acquisition
of an entity or operation. Such costs are
only deferred to fiture perlods 1o the extent
they are expected to be recoverables and
are amortised from the commencemeant of
cormrnercial production of the product o
which they relate on 2 straight ling basis
ovet the paricd of the expected benefit
which may be up to 15 years,

interest-bearing liabilities

Bifls of exchange ars recorded at an amounit
equ 1o the net procesds recsived, with

the prernium or discount amortised over
the perod unti maturty Interest expense

is recognised on an affective visid basis.
Debeanturas, bank loans and othar loans

are racorded st an amount equs to the

net procesds received, interest expense

i recogniged on an acorugl basis. Ancillary
costs incurred in connection with the
arangernent of bontwings are deferred and
armortised over the perod of the bormowing.

Inventories

inventories are valued at the lower of
cost and net realisable value, Costs,
including an approptiate portion of fixed
and variable overhead expenses, are
assigned to inventory by the method
most appropriate to each particular
clags of inventony, with the maiority
heing valued on a first in first out basis,

Investments

Investments in controlled antities are
recorded at cost. Investments in associates
are accourtsd for under the equity method
in the conscfidated financial statements and
the cost method in the company financial
staternents, Gther investrnents

are recorded at cost o marked o market
when held for safe. Divicend revenue is
recogrised on a receivabie basks. Imsrest
revenus is recognised on an accrug basts.




notes 1o the financial statements continue

for the financial year ended 30 June 2005

1 STATEMENT OF ACCOUNTING POLICIES CONTINUED

Joint venture operations and entities
Interasta in joint venture operations

have been reported in the financial
statements by including the consolidated
entity's shars of assals employad in

ihe ioint ventures, the shars of liabilities
incurred in ralation o joint veniuses and
the share of any expensas incurred

in redation to joint ventures in their
respective classification catsgories.

Irsterasta in joint venturs entities that are:

il partnerships have besn accounted
for under the esouity method in the
cornpany and conzolidated financiai
statemstits; and

il not partnarships have been accountsd
for under the eguity method in the
consolidated financial statements
and the cost method in the company
finarncial staternents,

Leased assets

Leazed assats classified as finance leases
are racognised as assets. The amount
initigiy brought to account is the present
valus of mingmum Base payments, A
finance leags is one which sffectively
franafers from the lessor (o the lesses
substantisily all the risks and benefits
incidantal to cwmership of the lsassd
property. Finance leased assets ane
armortised on a straight-ine basis over
ihe estimated usaeful life of the asset.

Finance isase paymeanis are alocatsd
betwesn nterast expenses and reducton of
lemse liakddity over the term of the lease, The
interest expense is determined by apolying
ihe interast rate imglict in the leases to the
cutstanding lease iabity at the beginning
of each leass payment period.

Operating lease pawments, where the lessor
effectively retains sUbstantislly all of the risks
and penefits of cwnarship of the leased
iterns, are included in the determination of
operating proft in equal instalments avier
the lease tenm. BExpenditure arising from
operating lease commitrnents i charged
ageinst moome n the pericd ncurssd,

Payables

Trade payables and other accounts
payable are recognised when the
consclidated entity becomes sbiged
i make fullre payments resulting from
the purchases of goods and services,

Principles of consolidation

The congolidated financial staternents
have been prepared by combining the
financial staterments of ali the entities that
comgrise the consolidated entity, being
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the comgpany {the parent entity} and
its contraliad entities as defined in
Accounting Standard AASE 1024
‘Consolidated Accounts’™, A st of
contralled entities appears in note 38
to the financial statements.

Censistent accounting policies have

hesn emploved by each entity in the
conscicdated entity, The consalidated
financial statsments ncluds the informetion
and resuits of sach controlled entity from
the date on which #he company oblains
control and untlt such time as the
COMpany ceases 1o control such an entity.

in preparing the consolidated financial
statements, all intercompany balances
and transactions, and unrealised profits
arising within the consolidated entity
are eliminated in ful.

Provisions

Provisions afe recognised when the
consclidated entity has a present
obligation, the future sacrifice of economic
henefits is probable, and the armount of
the provigion can be measurad raiabiy,

Dividlands

A provision is recognised for dividends
when they have been declared, determinad
or publichy recomrmeandead by the directors
on o pefore the reporting date.

Receivables

Trade receivaples and other recaelvables
are recorded at amounts due lsss any
prevision for doubtiul debts.

Recoverable amount

of non-current assets

Mom-current assets are written down to
recoveraible amount where the camying
value of any non-cumsnt azset excssds
the recoverable amount. In deterrnining the
recoverable amount of non-curent asaets,
the expectsd net cash fiows have not
heen discounted o thelr present value,

Revenue recognition

Hevenue from the sale of goods and
disposal of other assets is recognised
when the consclidated entity has passed
contrel of the goods or oiher asests
to the buyer, Revenus from a contract
to provids senvices 8 recognissd by
reference 1o the stage of completion
of the contract. Royalty revenue is
recoghised on an accruals basis in
accordances with the substance of

the refevant agreement.

Tax consolidation

Doverrar EDI Limitad and its wholly-owned
Alstralizn controlled entities are part of &
tax consolidated groug under Australian
taxation law.

Az a consequences, Downer EDE Limited,
as the head entity in the tax consolidatad
group, recognises curtent and deferred
tax armounts relating o transactions,
evants and balances of the wholy-owned
Australian controlled entities in this group
as if those transactions, events and
palancss werg its own. This is in addition
to the current and deferred tax amounts
arising in relation to its own transactions,
events and balances. Arnounts recelvable
or payable under an accounting tax sharing
agrearnent with the tax consolidated
entities ars recognised separatsly as
tax-related amounts receivable or payable.
Expenses and revenues arsing under the
tax sharing agresment are recognised as
a cormnponent of iIncome tax expense,

Whilst the decision 1o tax-consolidate

has peen formally netified to the Australisn
Taxation Cfics, the company retains the
oplion under taw legislation fo elect to reset
the tex values of assets of entities that
initially formed the tax-consolidated groop
pased on markst valuations or to retain
their existing pre-consolidation tax values.
Whers the necessary market valuations
and other calculations have been finalised
in regpect of contrelled entities, and the
company has mades a final decision o
adopt thege tax values, noome 1ax
amcunts recognised in the financial
statements have heen detarminad

on the basis of those tax values.

At the time of finalization of this financial
eport, the necessary marke! valuations
and other calculations have not been
finalised in respect of certain controfed
aniities, and the company has not mads

a final decision as o which tax values to
use in respect of those entities. income
teot arnounts recognised in the fnancial
statements in respect of these entities
have besn determined on the basig of pre-
consalidation e values., I the avent that
the company alects to use reset tax values
of these contralled entitiss, adjusiments
Wil e made 1o the camying amounts of
daferred taxes and the current tax liabiities
at the tirne the decision is mads.

Warranty cosis

Prowision i made for the estimated liability
on products Under wamranty at balance
date. This provision i estimated having
regard 1o service warranty expetience.
Oher warranty costs are acorued for

as and when the liability arises,



Gonsolidated Company
2005 2004 2005 2004
000 $000 $000 $°000
2 PROFIT FROM ORDINARY ACTIVITIES
Profit from ordinary activitiss before income tax includes
the follcwing iferns of revenue and expense:
Operating revenue
Salss revanue:

Sale of goods 91,836 53,995 - -

Rendering of services 2,186,165 1,831,158 1,400 11,258

Engineering sendces contract revenus 1,446,934 1,227,186 - -
Dividends:

Wholly-owned controlled entities - - 20,080 20,000
interest ravenua:

Whoelly-owned controlled entities - - 28,345 25 531

Birector related entities - 352 - -

Cther entities 5,038 6,433 30 508
Eouity share of associates’ and ioint venture entities” profits 14,858 20,526 - -
Renta income 164 150 - -
Other B171 £ ABT 1,965 1,558
Total operating revenus 3,750,166 3,144,267 £1.830 58,913
Non-operating revenue
Procesds from the salks of non-current assets:

Froperty, plant and eguipment 24 3683 40,112 - -
Imvestrments 13,37 3,214 2 535 -
Sals of business and other 28,668 5115 - -
Totad non-operating revenue 64,345 439,041 2,535 -
Total revenue 3,814,511 3,193,308 64,369 58,913
Met share of salss revenusg in joint venture entities 157,814 224 183 - -
Total turnover 3,072,325 3,417,481 64,369 58,913
Expenses

Cost of sales 72185 37,004 - -
interast:

Other entities 43,512 34,685 - -

Finance leass charges 835 848 - -
Depreciation of non-current assets:

Plant and eouipment 98,003 94,304 - -

Buildings 2,174 1,566 - -

Cuarties 566 123 - -
Amortisation of non-current assets:

Leaged asssts 1,840 2,142 - -

Goodwill 19,606 18,813 - -

Intellectual property 1100 300 - -
Met fransfers indfrom) provisions:

Doubtiul dabts {678} 3,11 - -
Operating lease expensas 105,085 91,117 - -
Net forsign exchange losses ile¥ s 267 - -
Ciher barrowing costs 2827 862 - -
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notes 1o the financial statements continu

for the financial year ended 30 June 2005

Consoldated Company

2005 2004 2005 2004

$'000 $'000 $'000 $'000
3 BALES OF ASBETS
Profit fromm ordinary activities befors incorme tax expeanse
inchices the following specific net gains on disposal:
Irwestments 2,622 1,623 468 -
Propearty, plant and equipment 3,807 7,201 - -

11,429 8,514 468 -
4 INCOME TAX
The prima facie income tax sxpense on pre-tax accounting profit
reconciles 1o the incomes tax expense in the financia statements as follows:
Profit froem ordinary activities 131,630 105,235 47 554 47,441
Incormne tax expense calculated &t 30% of operating profit 35,4893 32,77 14,3868 14,232
Permanent differences:
MNon-giowable depreciation 430 248 - -
Arnortisation of intangible asssts 5,807 5,603 - -
MNon-taxable capital gains {1,234) {1,473 - -
Exernpt income (188) (292) - -
MNon-deductible expenses 1,254 3,037¥ 452 17
Dhividends frorm within the tax group - - {6.010) {6,000}
Equity share of associates’ and joint venturs entities” profits {1,463) {1,510) - -
Effect of different rates of tax on overssas income/losses 3,353 (2,320) - -
Ressarch and developrnent (2,389) 31 - -
Other items (3,858) {1,300 (541) 283
Futtrs incorme tax benefit not previously
recegnissd now brought to account - (383) - -
Effect of reset tax values on entering tax consclidation® _ {10,079) - (10,073) -
Iritial recognition of net deferred tax balances of the fax group * - - - 3,358
Consideration payable in respect of intlal recognition of
net deferred tax balances of the tax group * - - - {3,356}
Current movement in net deferred tax bafances
refating to the tax grous ¥ - - 30,345 341
Mo assessable and non deductible amounts related
i fransactions within the tax consolidated group - - 112 -
Met incorne benefit arising under tax sharing
agresrnents with subsidiaries in the tax group - - (20,378) {341}
31,444 33,559 7817 8512

Under/over) pravision of income tax in previous year (3,849) 5,870 8 {365}
Imcorme tax expense attributable to operating profit 27 BGh 27 BRI 7525 5,147

Dowmer ED Limited and s wholly-owned Australian controfied aentities are part of a tax consolidatsd
group under Australian taxation faw. Accardingly entities within the group have entared inte & tax sharing
agresment with Downer EDY Lid as the head entity of the Australian group (refer Note 1),

A _ The head entity is able 1o slect, as part of entering the tax consolidations regime (refer Note 1), to resst

the tax values of various assets under prescribed tax cost base resetting rules,
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§ DIRECTOHRS AND EXECUTIVED REMUNERATION CONTINUED
Diractors’ and specified executives’ remuneration

The remuneration committee reviews the rermuneration packages of executive officers, except for the managing director whose
remuneration review is performed by the nominations and corporate governance committes. Bemunaration packages are raviewed
with dus regard o performance and other relsvant factors. in order 1o retain and attract executives of sufficient calibre to facilitate the
efficient and effective management of the company's operations, the remuneration committes may seek the advice of external achisers
in connection with the structure of rermuneration packages.

Hemuneration and other terms of employment for the directors and the specifisd execotives are formalised in agreements. Exscutives are
o open ended contracts with no fixed end date. The notice period undsr executive contracts is 3 menths, including the managing director.
The gpecified exscutives' coniracts (other than P Khor) provide for termination paymenis, up 1o a maximum 100% of base salary in very
lirmited circumstances. Specified exscutives and the managing director are entitled as part of their remuneration packages 1o a bonus
capped gt up to B0% of their base salary. Payment of the bonus is dependent upen mesting the budget, business plan and other key
pEfOnmEanGs Measurss,

The rmasdmum aggregate remuneration that could be paid o nen executive directors was determined by a resolution of shareholders
and capped at the aggregate armount of $800,000 per annum, which has remiain unchanged since 1998, The allocation of fess to
non executive dirsctors within this remuneration poal is a matier for the bhoard, and is determined after consideration of a number of
factors including time commitment of directors, the size and scale of the company operations, the skil sets of directors, rnarket rates
and participation in committes work, The fees are fiked and are not linked to the financial performance of the company in any way.
The right 1o receive mstirement benefits has besn frozen and these benefits ars fully provided for in the financial staternents.

The following tabls discloses the remuneration of the directors of the company during the 2005 year

Primary Pozt Employment
Nor- Supet- Retirernent

Salary fees Bonus monetary armuation alowances Total
2005 3 $ 3 5 5 $
Diractors
B8 D O'Callaghan 175,000 - - 18,780 - 190,750
KY Lau - - - - - -
5 J Gillies ™ 1,524,327 502,125 20,173 38,702 - 2,085,327
Dr & K Chan - - - - - -
4 8B Humphrey 80,000 - - - - 80,000
P EJ.Jolie a1.667 - - 8,280 - 98,917
C J 5 Remwick 81,018 - - - - 61,0186
B W Wong - - - - - -

1,932,010 502,125 20,173 62,702 e 2,517,016

M Salary fees include payment of $386,300 for entitlernents for previcus years ander employrant contract
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notes 1o the financial statements continu

for the financial year ended 30 June 2005

5 DIRECTORS AND EXECUTIVES REMUNERATION CONTINUED

Directors’ and specified executives’ remuneration continued

The foliowing table discloses the rernuneration of the & highest remunerated executives of the company and the consolidated entity

during the 2008 year

Post
Primary Ermployimant Equity

Non- Super-
Salary fees Bonus monetary ANNUEHCN Cithet™ Totad
2005 5 5 5 % % k3

Executives

R Logan 544 161 84,855 7,907 42,710 1,000 710,433
G Derney 418,975 66,666 - 95,580 1,000 582,625
B Waldron 414 648 91,743 - 44,6818 1,000 552,059
O Cattell 350,000 120,000 05,184 56,000 1,000 622,194
P Khor # 183,844 475156 30,128 - 1,000 690,128
1,911,682 818,220 133,229 280,308 5,000 3,157,439

Other includes discount on shares issued under the Empioyse Share Plan

#  Includes a retention bonus of $311,284 paid under the terms of the acquisition of CPG Corporation Pie Lid

The foliowing table discloses the remuneration of the directors of the company during the prioy year and of the 5 highest remunerated
exscUtives of the company and the consolidated entity:

Primary Post Ermployraent
Non- Super- Retirement

Salary fees Bonus monetary annugicn affowancss Total
2004 5 5 B % % 8
Dirsctors
B b O'Callaghan 116,251 - - 10,462 - 126,713
KOY Lau - - - - - -
5 4 Gilkes 1,083,184 341,250 20,170 3B, 754 - 1,487,368
R W Dunning 37471 - - - 113,333 150,504
Jd 5 Humgphreay 80,000 - - 7,200 - 87,200
P E 1 Jollie - - - - - -
T J Kennedy 28,750 - - 2,588 - 31,338
W J Kent 27,866 - - - 27,885 55,731
G M Lawrance 27 .BE6 - - - 27,865 55,731
K. J Boche 34,583 - - 3,112 143,558 181,653
B W Wong - - - - - -

1,441,681 341,250 20,170 60,116 313,021 2,176,238
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5 DIRECTORS AND EXECUTIWES REMUNERATION CONTINUED

Prirmsary Fosat Employiment
M- Supet- Retirarnant

Salary fees Bonus monetary annuation allowances Total
2004 % $ $ 5 5 $
Executives
D Cattall 325,000 105,000 77810 2,000 - 559,610
C Bannay 383,354 - 21,582 34,850 - 440,276
A Lagan 524,087 160,000 5,837 102,457 - 783,391
B Waldron 342,080 B8,411 - 38,281 - 448,762
G Wannop * 135,000 - - 12,180 - 147,150

1,709,491 323,411 166,438 239,848 e 2,379,188

G Wannop cormmeanced smpioyment with the group on 18 February 2004,

& EMPLOYEE SHARE PLAN

The company has discontinued the previous share plan which had besn approvad by shassholders in 1958, as the plan rules ware outdated,
A new emploves discount share plan was instituted in June 2008 'ESP’) By 30 Jdune 2005, an offer to aff eligible employees had besn
made and acceptances for 1,118,500 sharss otalling 53,523 275 had been received under the terms of the ESP. Consistent with the
provisions of the plan, as approved by sharshelders at the 1988 annual general masting, offers weare made to permenent il and part time
empioyess of Downer BEDI Limited and its subsidiary companies who had completed one year's service, Bligible employess wers offered
the right to actuire 500 shares in Downer EDF at an issue prics of $5.15 {the volume weighted average price of Downer ED{'s shares at the
tirne of the offer) lezs a $1,000 discount. The discount was offered in recognition of employees’ contribution to the cormpany’s
performance, Under the offer, sraployees are required to pay the balance of $1,575 for the sharse,

7 EXECUTIVE SHARE OPTION SCHEME (EOS)

The operation of the EGS is governed by the “Rules of the Downer Executive Option Scheme”. Subject to the Lsting Rulas of the ASK,
the direciorg at thelr discretion, may amend the Rules of the EOS from time 1o time.

The directors may offer options o executives of the company and its assockted/conirolled companies,

Options will be granted withoot charge.

The directors will determing the following matters in their discration:

* sligibiity of persons, having regard to each executive’s length of senvice, contribution and potential contribution to the company:

*  the ranber of options in any offer, provided that the number of shares that ray be allotted on the sxercize of options under the
EOS will not excesd 5% of the issued capial of the company at the time of the issue of the aptions; and

* the exercise pericd and axercize price of options granted.

i the company makes a bonus izsus of shares 1o sharehoiders, sach unexercised option wiff, on exercize, entitle its holder to recaive the
honus shares as if the option had been exercizged befors the record date for the bonus issue. If the company makes a pro rata rights issue
of shares for cash to its shareholders then there is provision for adjustment of the oplion entitiernent and exarcise price of the options to
overcome the diluting affect of the ssue.

During the year, no options under the EOS weare grantsd. Similarly, no executives and employess acquired any ordinary shares undsr the
provisions of the EOS. At 30 June 2008, no options granted under the EOS rernaln outstanding.

The market price of the company’s ordinagry shares at 30 June 2005 was $5.33 sach.
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notes 1o the financial statements continu

for the financial year ended 30 June 2005

Consoldated Company
2005 2004 2005 2004
$ E $
B REMUNERATION OF AUDITORS
Auditor of the parent entity:
Auditing the financial report 172,000 1,450,000 264,200 277000
Other sarvices £20,000 370,000 108,084 185,581
2,242,000 1,820,000 360,284 472,581
Other auditors:
Auditing the financial report 535,000 524,500 - -
Other sarvices 1,406,000 1,074,000 555,187 515,426
2,041,000 1.598,500 555,187 515,426
4,333,000 3,418,500 915,481 488,007
2005 2004 2005 2004
$'000 $'000 $'000 $'000
8 CURRENT INVENTORIES
Raw matetials — at cost 52 BE2 36,779 - -
Finished goods — &t cost 22,050 18,224 - -
Work in progress — at cost 37827 41,545 - -
Components and spare paris — at cost B1,276 50,641 - -
173,745 144,188 - -
10 CURRENT RECEIVABLES
Trade receivables B45,952 33,666 - -
Allowance for doubtfid debts (13,821 (14,2689) - -
586,331 £15,367 - -
Amount due from custorners under enginearing services contracts (Note 443 181,857 1F0. 725 - -
Other receivables controlled entities - - 326312 324 240
Other receivables 2,287 32,753 2,383 1,810
940,445 822,885 328,704 325,850
11 OTHER CURRENT FINANCIAL ASSETS
Irsvestments 265 8,208 - -
Emrgployes inans 1,087 1,517 1,087 700
Faraign currency hedge (Note 21} 5,302 1,280 - -
Advances to joint venture entities 3,658 456 - -
Other financial asssts 4,312 8,558 - -
15,554 20,058 1,087 o0
12 CURRENT TAX ASSETS
Tax refunds 8,954 4,202 - -
13 OTHER CURRENT ABSEYS
Deferrad costs 1,842 2,282 - -
Prepayments 13,856 10,619 - M
Other deposits 2420 2,534 - -
Other current assets - 33 2,208 -
18,018 14,478 2,208 18
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Gonsolidated Company

2005 2004 2005 2004
000 $000 $000 $°000
14 NOMN-CURRENY RECEIVABLES
Trade receivables 20,604 2,266 - -
Arnourt doe from customers under enginesing services contracts (Note 44) 1,042 5,498 - -
Ciher recaivabios 9,368 11,481 - -
Ciher receivaties controllsd entities - - 491,208 486,357
31,044 20,245 491,208 4R6,357
15 INVESTMENTS ACCOUNTED FOR
UISHNG THE BQUITY METHOD
Joint venture entitiss (Mote 37 (h) 17,474 21,578 - -

18 PROPERTY, PLANT AND EQUIPMENTY

Consolidated

Equipment
Under
Freshold Plart and Fnancs
Land Charries Buildings Equipment Lease Total
$'000 000 000 $000 $000 $000
Gross carrying amount at cost
Balance at 30 June 2004 21,274 4,472 42,03% 926,532 18,298 1,013,141
Additiong 488 - 2,264 126,348 133 132,231
Disposals {4.454) - (1,407) {132 315) {4,395 (142,881}
Acquisitions of businesses 2,485 - 1,168 11,817 240 15,820
Disposals of businessss [B50) - (3,854) (18,086) - (22,6003
Met forsign currsney exchangs differences
arising on translation of financiel statements
of self sustaining foreign operations 37 {14) 219 {1,014 {B27 {1,396}
Balarcs gt 30 Juna 2005 19,148 4,958 40,425 916,275 13,849 404,455
Accumulated depreciatior/amortisation
Balancs at 30 Juna 2004 - 1,587 5,083 451 853 2574 460,717
Depreciation expenss - jslata] 2173 6 003 1,540 100,288
Disposals - (41 (B30 {124, 482) {1,813 (127,066}
Disposals of husinessss - - (307 {5,258) - {0,588}
MNet foreign currency exchangs differences
arising on translation of finandial staterments
of self-sustaining foreign operations - 3 {4) {89) {Eea) {712}
Balarcs gt 30 June 2005 - 2,121 7,301 413,727 1,573 423,722
Net Book Value
As et 30 Juns 2004 21,274 3,385 38,572 474579 15,724 552,334
As at 30 June 2008 14,148 2,837 34,124 02,548 12,076 570,733

Aggregate depreciation allocated during the yvear is recognised as an expense and disclosed in Note 2.
Freehold land and bufidings were subject to ndependent vaivation during the 2003 financial year.
The basis of valuation was market valus for existing use. The independent valuations obtained totafied $60,74 1,000,
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notes 1o the financial statements continu

for the financial year ended 30 June 2005

Consoldated Company
2005 2004 2005 2004
$'600 $'000 $'000 $'000
17 MNTANGIBLES
Goodwl 385,665 364,304 - -
Accumalated arnortisation (88,252 B9, 751) - -
301,413 204,553 - -
Irtellectual property 51,780 38,855 - -
Accumalated arnortisation 5.516) 4,332) - -
48,244 34,523 - -
347 657 325,078 - -
Arnoriisation alfocated during the vear is recognised as an expense and disclosed in Note 2.
18 OTHER NON-CURRENT FINANCIAL ABBEYS
Shares in controlled entities - - 225,005 225,000
Other financial assets 13425 11,673 281 333
13,429 11,673 225,281 225,333
18 DEFERRED TAX ABSETS
Futtrs incorne tax benefits:
Tax losses — revenus 3,352 5737 - -
Taning differences:
Parent entity 454 53 304 S6g
Entities in the tax consolidated group {) 24,234 14,818 24234 14,848
Other 5,446 £,331 - -
38,068 26,855 25028 16,787
il Entities in the Australian tax consalidated group have entered into & 1ax sharing agresment, refer Note 1,
20 OTHER NON-CURRENT ASSETS
Ceferrad costs 1,815 2,957 - -
Prepayments 77 164 - -
1,882 2,402 - -
21 CURRENT PAYABLES
Trade payables 554,218 463,677 1,588 3,738
Armcunts due to customers under enginesring
senvices contracts (Mote 44) 40,853 B6,520 - -
Goods and senices tax payabie 22,826 20,288 77 75
Advances from other entities 14 557 30557 - -
Deferrad purchase consideration - 2,455 - -
Faraign currency hedge (Note 11} £,302 1,280 - -
Other 168,562 24,688 - -
05,348 505,473 1,675 3.813
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Gonsolidated Company

2005 2004 2005 20604
$000 $000 $000 $"000
22 GURRENT INTEREST-BEARING LIABILITIES
Securad:
Fnance lsgse fahilities {Note 36(b 2542 2,825 - -
Hire purchase liabilities {Note 36ich 27 1,813 - -
2,820 4,447 - _
Uinsecured:
Bank loans 13,918 39,000 - -
Bank overdraft {Note 26) - 30 - -
LSS notes - 63,442 - -
13,915 103,182 - -
16,735 107,824 - -
23 GURRENT PROVISIONS
Employes benedils (Mote 28) 87,788 73,016 1.276 1,378
Contract claims and warranties 19,581 17,180 - -
Othear 1,220 1a7s - -
Totat current provisions (Mote 304 108,538 91,471 1,276 1,378
24 CURRERNT TAY LIABILITIES
Farent antity 8,180 - 2,190 -
Entities in the tax consolidated growus (i} 18,476 2723 18,476 2,723
Othear 2,748 3,508 - -
28,444 8,231 26,666 2,723

{iy Entities it the Austrafian tax consolidated group have enterad into a tax sharing agreement, refer Note 1.

25 NON-CURRENT PAYABLES

Ameounis due 1o custorners under enginesting
sehvices contracts {Note 44) 1,566 1,880 - -

Advances from oint venture entities 13,5682 17,428 - -
Mon-tracde payables to:

Controfisd entitios - - 358,203 376,113
Other 574 3380 - -

18,702 19,698 358,203 376,113
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notes 1o the financial statements continu

for the financial year ended 30 June 2005

Consoldated Company
2605 2004 2005 2004
$'000 $'000 $'000 $'000
26 MNON-CURRENT INTERESYT BEARING LIABILITIES
Sacurech:
Finance lease lizbilties (Note 368(0) 5578 8,515 - -
Hire purchase lizhilities (Note 36(c) 483 arc - -
6,058 5,385 - -
Unsecured:
Bark loans 90,2583 121,580 - -
Other loans - 4,620 - -
USE notes 393,725 241,508 - -
AB3.878 367,798 - -
430,037 377,193 - -
Financing facilities
The conzolidated entity has acesss to the following lines of cradit:
Total facilities available:
Bark loans/overdraft {i) 454 ERE 473,178 - -
Hire purchase and lease facilitias i) 208,817 261,707 - -
USE notes (it 393,725 305,080 - -
Othar loans (iv) - 4,620 - -
1,057,128 1,044, 588 - -
Facilities utilised at balance date:
Bank overdraft - Ba0 - -
Bark loans 04,168 180,580 - -
Hire purchase and lease facilities 8,879 13,837 - -
USE notes 393,725 305,080 - -
Other loans - 4,620 - -
508,772 484817 - -
Facilities not utilised at balance date:
Bank overdraft - 831 - -
Bark loans 350,418 311,078 - -
Hire purchase and lease facilities 195,938 247 870 - -
550,356 BEG VTS - -

At 30 June 2008, the consclidated entity had bank guarantess and other bank collateral facilitiss and insurance bond
faciities totalling $671,337.000 {2004: $593,103,000) of which $208,074,000 (2004: $258,406,000) was not utiised.

i} Bank loans/overdraft

Bank loans/overdraft, whils unsscured, are subject to various group guarantss arrangements, bear intersst ab
prevailing market rates and have varying maturity dates, some extsnding greater than oneg year,

i} Hire purchase and lease faciities
Hire purchase and lease facifties are securad by the assets financed,

it} USE unsecured notes

In Cotoher 1899 and December 2001 the consclidated entity issued USS05,000,000 ($150,573,000) and LSER0,000,000

(3154517 183} in gnsacured notes, with varying maturities extending to 2014, in September 2004 the consolidated entity issued
USHS4,000,000 ($74,6877.772) and USEES, 000,000 77,250,298 in unsecured notes with varying maturiies extending to 2019,
Concurrent with the new issue, USE14,000,000 of the October 1009 issue was extended from an origingl maturity date of 2006 until
2014, The USE principal and inferest have besn ully hedged 1o Australian or New Zesland dollars, as applicable. Interest is payable o
US note holders semi-annually, Whils unzecured, the US notes are subiect 1o group guarantes arrangsements,

iv} Other loans
Other loang otaliing Nil (2004 $4,620,000) were unsecurad loans from joint veniures,
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Gonsolidated Company

2005 2004 2005 2004
000 $000 $000 $°000
27 NON-CURRENT PROVISIONS
Empioyes benedits (Mote 253 28,303 22,144 324 241
Contract claims and warrantios 3215 2,735 - -
Other 8,206 8,624 - -
Total non-current provisions (Note 30) a7, 724 31,507 324 241
28 DEFERPED TAX LIABILITIES
Deferred income tax
Tiring Differences
Farent antity 0 48 10 45
Entities in the tax consolidated growus (i} £,983 17,833 6,983 17,833
Other 24 581 35,030 - -
31,574 5291 6,983 17.e8

{iy Entities i the Austrafian tax consolidated group have enterad into a tax sharing agreement, refer Note 1.

28 EMPLOVYEE BENEFITS

The agoregate employes bensfits Eability recognised and included in the financial staternants is as follows:

Provislon for smiployes benefits:

Current {Note 23) 87,758 73018 1,278 1,378
Mon-current {Note 27 28,303 22,144 324 241
114,081 95 160 1,600 1,619

30 PROVISIONS

Consolidated

Contract

Employes claims/
hensfits warranties Ciher Total
$000 $000 £'600 $0600
Balancs at 30 Juna 2004 O5180 18,815 7835 122,478
Additional provisions recognised 92,086 12,769 2313 167,138

Heductions arising from paymenis/other sacrifices

of future economic benafits {78,028 {9,734} {786} B0 548)
Acquisition of businesses 4,208 - - 4,208
Disposal of businezzes {1,042} - - {1.042)
Crhar {296} {1783 - [474)
Balancs at 30 Juna 2005 114,081 22,778 4,426 146,263
Current {Note 23) iy aveat 19,581 1.220 108,538
Men-current {Note 27 28,303 3,215 2,206 37,724
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notes 1o the financial statements continu

for the financial year ended 30 June 2005

30 PROVISIONS CONTINUED

Company
Contract
Empiloyse claime/
bensfits warranties {Other Total

000 F000 F000 $'000
Balance at 30 Juns 2004 1,619 - - 1,814
Additiona provisions recognised 853 - - 853
Reductions arising from future payments/other
sactifices of economic bensfits 872 - - {872
Balance at 30 Jung 2004 1,600 - - 1,800
Crirrent (Mote 23} 1,276 - - 1,276
MNon-current (Mote 273 324 - - 324

Consoldated Company

2605 2004 2005 2004

$'000 $'000 $'000 $'000
31 CONTRIBUTED EQUITY
241,685,155 fully paid ordinary shares {2004: 282 ,036,785) B67 803 831,207 BB7.603 631,207
Fully paid ordinary share capital
Fully paict ordinary shares carry one vote per share and carry the right to dividends.
Share options
Unissued capital over which opiions are held as at the reporting date is Nil (2004: Nil).
Mo options were issued during the current financial year,

Consoldated / Company
2005 2004
No. No.

Fully paid ordinary share capital {Q00's) $'000 (000’s) $000
Balance at beginning of financial vear 282,037 £31,207 975,826 553,629
lzsue of shares through dividend reinvestment plan elections 7543 25,123 20,801 15,246
lzzue of shares on conversion of preference shares - - 130,000 #0,732
lzazis of shares on acquisition of businesses a8y 3,750 508 1,800
lmatie of sharss under tarms of Employse Share Plan 1,118 3,523 - -
Reduction in numbesr of shares pursuant io 1.4 share consolidation’ - - (844 ,508) -
Batance at end of financial year 241,685 BE7,603 282,037 831,207

As part of & capital management initiative & ong for fowr share conselidation took place in Novernber 2003,
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Gonsolidated Company

2005 2004 2005 2004
000 $000 $000 $°000
32 RESERVES
Foreign currsncy translation {16,728} {11,327} - -
Movement in reserves
Forefgr currency transiation reserve
Balance &t beginning of financial year {14,327} {12,173} - -
Translation of forsign operations {5,399} 846 - -
Balance &t end of financial year {16,726} {11,327} - -

Exchange differences relating to forsign currency monetary #ams forming part of the net investmeant in self-sustaining forsign operations
and the translation of self-sustaining foreign controfied entities are brought to account by entries made directly to the foreign currency
translation reserve, as described in MNots 1,

33 RETAINED PROFITS

Balance &t beginning of financial year 203,145 158,003 21,028 16,407
MNet profit 104,035 51,548 48,025 30,284
Dividends paid 50,041} {36,400 50,041} {34,873)
Balancs &t end of financial year 2ET 143 203,145 1,018 21,028
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notes 1o the financial statements continu

for the financial year ended 30 June 2005

34 EARNINGS PER SHARE (EPS)

2005 2004
Cents per Cents per
Share Share
Basic samings per share 363 206
Oluted earnings per share 363 29.6
Basic earnings per share
The earnings and weighted average number of ordinary shares
used in the calculation of basic eamings per share are as follows:
2005 2004
No. (G00's) Ne. {000%s)
Weighted average numier of ordinary shares DRAESTE 270,115
2005 2004
$'000 $'000

Earnings used in the caiculation of basic samings per shars reconciles
o net profit in the statement of financial performance as follows:

Met profit 104,035 81,546
Preference shars dividends paid - {1,727}
Earnings used in the calculation of basic EPS 104,035 78,819

The converting preference shares, are considerad to be potential ordinary shares and are therefore excluded from the weighted average
numizer of ordinary shares used in the calculation of basic samings per share, Where dilutive, potential ordinary shares are included in the
calculation of diluted eamings per share refer below).

DHuted earnings per share

Weighted average number of ordinary shares and potential ordinary shares used in the calculation of diluled samings per share reconciles
iy the weighted average nurbsr of ordinary shares used in the calculation of basic earnings per share as follows:

2005 2004
No. {000's)  No. {000%)

Weinhted average numier of ordinary shares ased in the calodlation of basic EPS 288,513 270,115

Weighted average number of ordinary shares and potential ordinary
shares Used i the caiculation of divted EPS 286,313 270,115
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Consolidated

Date paid/ Cents per
payable share $0600
38 DIVIDENDS
Not recognised: -
2005 Final dividend
Subsequent to the 30 June 2005 reporting dats, the company announced
& final dividend in regpect of ordinary shares for the financial vear (T0% franked} 19 Qct 2005 12.0 35,002
Recognised 2005 financia year: -
2005 Interim dividend
Subsequent to the 31 December 2004 reporting date, the company annaunced
an interr dividend in respect of ordinary shares for the half year (80% franked) 28 Apr 2005 &.0 17,325
2004 Final dividend
Subsequent to the 30 June 2004 reperting date, the company announced a fnal and 14 Oct 2004 a.8 27075
speacial dividend in respect of ordinary shares for the financial year (50% franked) [Crdinasy
14 Qot 2004 2.0 5 641
(Speciah
1.8 32,718
Recognised 2004 financia year: -
2004 interim dividend
Subsequent to the 31 December 2003 reporting date, the company annaunced
an interr dividend in respect of ordinary shares for the half year (80% franked) 25 Mar 2004 4.0 1,261
2003 Final dividend
Subseguent to the 30 June 2003 reporting date, the company announced a
final dividend in respect of ordinary shares for the financial year (50% franked} 0 Qct 2003 a8 23412
2003 Final dividend converting preference shares
The 2003 converting preference share dividend represents the final dividend paid
up to the date of conversion to ordinany shares on 31 October 2003 (unfranked) 31 Oct 2003 Fo6.57 1,727
Company
2005 2004
$'000 $'600
Franking account balances 13,457 -
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notes 1o the financial statements continu

for the financial year ended 30 June 2005

36 COMMITMENTS FOR EXPENDITURE

Consoldated Company
2005 2004 2005 2004
$'000 $'000 $'000 $'000
a) Capital expenditure commitments
Blant and egquipment:
Mot fongear then 1 year 21,852 38,126 - -
Longer than 1 year and not longer than 5 years 5,264 - - -
30,416 36,126 - -
b} Lease commitments
Non-canceilable operating leases:
Operating leases relale 1o prerises and plant and squipment with lease
terrns of betwsen 1 to 8 years matching the cash outflow rentals with
axpected revenus straams. The aconomic entity does not have options
to purchase the leased aseets at the expiry of the leases period.
Not fongear than 1 year 941,884 73,482 - -
Longer than 1 year and not longer than 5 years 125,801 123,287 - -
Longer than 5 years 3,520 4,788 - -
221,255 201,877 - -
Finance lease liabilities:
Finance lesses relate to plant and eguipment with leass terms of
mebtwesn 1 to 5 years, The conzolidated entity has aptions to
pUrchase the equipment at the conclusion of the lease arrangsraants,
Not fongar than 1 year 3,142 3,214 - -
Longer than 1 year and not longer than 5 years 8,145 5,718 - -
Misdrmurn finance sase payments 3,287 12,830 - -
Less future finance charges 1,188 1,786 - -
Finance lease dabilities 8,118 11,144 - -
Ineduded in the financial statements as:
Current interest-bearing liebilities (Note 22} 2542 2,629 - -
Non-current intersst-bearing
abilities {Note 26) 5576 85158 - -
8,118 11,144 - -
¢) Other expenditure commitiments
Hire purchase flabilities:
Not fonger than 1 year 317 1,522 - -
Longer than 1 year and not longer than 5 years B17 857 - -
Misdrmurn hire purchase payrments B34 2,879 - -
Less future finance charges 73 186 - -
Hire purchase Eabilities e 2,603 - -
Inefuded in the financial staternents as:
Current interest-bhearing
Habilities {Note 22) 278 1,813 - -
Non-current intersst-bearing
abilities {Note 26) 483 850 - -
&1 2,683 - -
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37 JOINT VENTURE OPERATIONS AND ENTITIES

a} The consclidated entity has interests in the following joint verture operations:

MName of Entity Principal Sotivity Dwnership inderest
2005 2004
Ye Ye
BPL Bowner Joint Veniurs Conatruction of publc facilities 50 &0
Cleugh Dewner Joint Veniure Conatruction of port facilities 50 50
Dowiner Hill Joint Venturs Road construction upgrading - a7
Flayford Power Station Joint Venture Refurbishymant of power station 50 &0
CPG-AMEC Facilitiss Facilities management 51 &1
CPG Environmental Engineering Erwironmental engineering services 75 80
D’Axis Planners & Consultants Waster planning and consuliancy senvices B0 B0
Suzhou PM Link Project management g0 &80
Motus Power Pariners Wind turbine farms - B8

Joint ventures conducted with related partiss:

Ajrfigld Works daint Venture Airport civil engineering 45 49
Dowiner Crown Castle Joint Venture Ielecommunications 50 50
Daowmer Hniversal Cormmmunications Group Telecormrnunications 50 -
Daormer CS5 Joint Venture Telecomrnunications 50 -
Encore Joint Venture Road maintenance 50 -
Padt Y Downer Joint Venture Civil sngineering 50 50
South Pacific Boads Jaint Venture Foad maintenance 50 -

The following amounts represent the consolidated entity’s interest in assets employed in the above oint ventures,
The amounts are included in the consolidated financial staternents under thelr respective asset categories:

2005 2004

$'000 $'600
Current assets
Cash 2,043 1,280
Recaivables G488 6,383
inventories £ 1EE 8,414
Other 5,441 3,858
Total current assets 22,157 19733
Non-current assets
Recaivables - 144
Froperty, plant and eguipment 204 TE8
intangibles 92 -
Total non-current assets 396 412
Total assets 22 BE3 20,645
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notes 1o the financial statements continu

for the financial year ended 30 June 2005

37 JOINT VENTURE CPERATIONS AND ENTITIES CONTINUED

b} The consolidated entity and its controlled entities have interests in the following ioint venture entities:

Owenership Consolidated
Name of Entity Principal Actlvity frierest Carrying Amount
2005 2004 2005 2004
% % 3000 3000
Ackvanced Separation Supply of ménerals
Enginesring Australia Pty Ltd separation products &0 50 11 0
Alled Asphasits Umited Supply of asphait products &0 50 302 824
Arormatrix Ple Ltd Ervironmental consulting senvices 33 - 3rz -
Biturmern: Supplies Limited Supply of biturnen products &0 50 4,480 4,145
Ciyde Babeock Hitachi Design, construction and
{Aust) Py Ltd maintenance of hollers 27 27 2,462 2,192
CPGE Healthoare FM Ple Ltd Facilities management 50 50 75 197
EDH Rail-Bormbardiar Sale of railway rolling stock
Transportation Py Ltd &0 50 - -
EDI Rail-Bornbardier Transportation  Maintenance of railway
iMaintenasnce) Pty Lid rolling stock &0 50 - -
Jobn Holland EDF Joint Venture Design and construction of a replacement
regsarch reactor facility for ANSTG 4% 4% 1,484 5,198
WMPE Faciities Managesment Facilities management
Sdn Bha consdtancy services &0 50 52 28
Pavernent Saklvage (SA) Pty Lid Road maintenance A0 50 ¥ &
MNotus Erergy Py Lid Wind turbine farms - 33 - 1
Roche Eiin Joint Venture Services®™  Contract mining 100 50 - -
Rache Thiess Linfox Joint Venture  Contract mining 44 44 - -
Shanghai Shangfang GPG Facilities management
Facilities Managerent Co. Ltd - 50 - 172
Singa Facility Management Pty Lid Faciities management consaltancy senvices - 50 - s
Snowden Performance Mirgng management consulting
hManagement Py Ltd 50 - 142 -
SiP digcheng Ple Ltd Property development 50 50 6,618 5,812
St ves Joint Venlure Design and construction
of mining treztment plast 50 50 a857¥ 2188
Syhthexis Architactural Architectural and
Dasign Consultants Co. Lid congulitancy senvices - 50 - 120
YIDA-CPG Pl Co Lid Facilities management 50 50 204 25

Rernzining 50% nterast in the Roche Eltin Joint Venture was acquired during the year, refer Nots 35,
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37 JOINT VENTURE OPERATIONS AND ENTITIES CONTINUED

Gonsolidated Company

2005 2004 2005 2004

$000 $000 $000 $'000
Equity accounted investments
Equity accounted amount of invesirment at the beginning of the financial year 21578 24,204 - -
Share of net profit 14,858 20,526 - -
Share of distributions {16,637} {159,545} - -
Eifert of forgign currency franslation movernent {478} - - -
Acquisition of interest in oint venture entities 47 5BS - -
Disposals of interest i ioint venture entitiss {1,894} {3,862} - -
Eguity accounted amount of investrmeant 2t the end of the financial year 17,474 21,578 - -
Share of net profit of joint venture entities
Hevenue from ordinary activities 157,814 224,183 - -
Expenses fom ordinary activities 143,250 202,134 - -
Profit from ordinary activities before income tax 17,564 22,045 - -
income tax expense relating to ordinary activities 2,708 1,523 - -
MNet profit 14,858 20,506 - -
The following ammounts represent the consolidated
entity's share of the abovs jpint veniore entities:
Current assets
Cash 14,058 28,394 - -
imventories 10,688 8,845 - -
Recaivables 23,182 30,728 - -
Other 1,564 8724 - -
Total current assets 439,914 73,6492 - -
Current liabilities
Payables 18,876 43,205 - -
interest-bearing ligbilities 7,536 287 - -
Prowvisions 14,182 8,927 - -
TFotal current Habilities 41,054 58,423 - -
Non-current assets
Flant and equipmant 19,537 22,813 - -
Other 27 3,386 - -
Total non-current assets 18,564 28,165 - -
Non-current liabilities
interest-bearing ligbilities 12,627 22,060 - -
Prowvisions 10 528 - -
TFotal non-current liabilities 12,837 22588 - -
Net assets 18,787 18,850 - -

Contingent Habilities and capital commitments
The consolidated entity's share of the contingent abilities and axpenditure coramitments of joint venture entities are disclosed in Note 43
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notes 1o the financial statements continu

for the financial year ended 30 June 2005

38 CONTROLLED ENTITIES

Courgry of Gwnership Owmnership

Name of Controlied Entity Incorporation inderest Interest

2005 2004
Beckbel Pty Ltd Austraks 100% 100%
Byrme & Davidson Doors {Gid) Pty Ltd Asstraks 100% 100%
Byrme & Davidson Holdings Py Lid Alstrals 1001% 10G%
Candrill Supply Pty Lmited Australs 1001% 100G%
Century Administration Pty Limited Australs 1001% 10G%
Cartiry Driling Limited Ausiraka 100% 10G%
Certury Driling & Energy Senvicas (NZ) Lid Newy Zealand 160% 100%
Century Energy Senvices Py Limited Astraks 100% 1O00%
Cartiry Resources Interrational Pty Limited® Ausiraka 1001% 10G%
Cantury Besource Senvices Limited © Newy Zealand 1001% 100G%
Ciyde Finance Pty Lid Alstraks 100% 100G%
Commepes (N2) Limited MNesw Zealard 100% -
Corarnapec True Colours Lirmited Bewy Zealard 1001% -
Construction Professionals Pte Lid £ Singapore 100% 1006%
CPG Advisory (Shanghal Co. Lid # China 100% 10G%
CPG Consultants {ncia) Pt Lid # ncdia 160% 100%
CPG Gonsultanis Pre L # Singapore 100% 100%
CPG Corp Priippines Inc & Philippines 100% 100%
CPG Corporation Pte Ltd # Singapore 100% 100%
CPG Faiitiss Management Pte Lid # Singapore 100% 100%
CPG FacHities Maragement (Shaanxi Co. Ltd # China - 100%
CPG Holdings Pte Ltd # Singapore 100% 100%
CPG Hubin (Suzhou) Pte Ltd # Singapore 100% 10G%
CPG lnvestments Pte Ltd & Singapore 100% 100%
CPGE Laboratories Pte Ltd # Singapore 100% 100%
DCC Compary Limited * British Virgin s, 100% 100%
DCE Limited Newy Zealard 100% 100G%
Dean Adams Consulting Pty Ltd Australs 100% 10G%
Celris Pty Ltd Austraks 160% 100%
DL investments Lid * MNewy Zealand 100% 10G%
Downer Sonnect Limited * Newy Zealand 100% 100G%
Copwner Connect Py Lt Australs 100% 10G%
Domer Sonstrection (Australia) Pty Limited Alstrals 160% 10G%
Derwnier Sonstriotion (Fij) Limited * Fig 100% 100%
Cowner Construction (Hong Kong) Limited * Hong Kong 160% 10G%
Copwner Sonstriection (Mew Zealand) United ” Beswy Zealancd 160% 10G%
Cepwner Sonstriection (PNG) Limited * FMG 100% 100%
Cepwner Sonstrizction Tonga Lid * Tonoa 1001% 100G%
Downer EDI Firanoe Pty Ltd ALstrals 1001% 100G%
Deanmer Electrical Py Ltd Australs 1001% 10G%
Downer Erergy Systams Pty Ud Astraks 100% 100%
Cerwner Enginearing Compary Py Limited Ausiraka 1001% 10G%
Dowvmer Engineering Ltd ~ Newy Zealand 100% H00%
Cerwner Enginsaring Group Py Limited Australs 1001% 10G%
Cowner Engineering Power Limited * New Zealand 100% 100%:
Cerwner Engineering Malaysia) Sdn Bhd * Meteysia 1001% 10G%
Downer Enginearing {Singapors; Pte Ltd * Singapore 100% 100%
Cowner Engineering Thailand Lid # Thailar 100% 100%
Downer Engineering Holdings (Thailand) Limitecd Thailand 160% -
Downer Group Sonstriction (Malaysi Sdn Bha * IWalaysia 160% 100G%
Downer Group Firance Py Limitecd Australs 1001% 100G%
Cowner Holdings Pty Ltd Australa 100% 100%
Corwner MEL Australia Limited * Beny Zealand - 100G%
Copner MBL Holdings Limited MNew Zealand 100% T00%
Copwner MBL Limited * Newy Zealand 100% 100G%
Derwmier MEL Py Limited Asiraka 100% 10G%
Dowmer MBL South Amnerica Limited * Beny Zealand - 100%
Dewmer Power Transmission Pty Ld Australs 1001% 10G%
Downer Enginearing Power Pty Ltd Australs 1001% 10G%
Eco-Enssgy Sofutions Phy Lt Astraks 100% T00%
EDICO Pty Ltd Alstraks 100% 100%
EDI Distribaticn Pry Lid Australks 1001% 10G%
EDI Raif Investrants Pty Ltd Avstrads 100% 100G%
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38 GONTHOLLED ENTIVIES CONTINUED

Coundry of Owenership Ohwinership

Mame of Controled Entity fncorporation frtorest fntarast

2005 2004
ED Rail Pty Ltdd Fustralia 100% 1008
ED Rail (IManyborough) Pty Lid Aastralia 0% 100%%
ED! Rail Whine Maintenance Pty Lid Aastralia 100% 100%%
Evans Deakin industries Pty Ltd Aastralia 100% 005
Faxgroove Py Lid Fastralia 005 005
M Technology Ple Lid # Singapors 0% 005
Gader: Driling Pty Limited Australia 100% 100%
indece Consortium Pte Lo # Singapore 100% 100%
Miringtedk Consultants & Services Limited | Britisty Wirgiry lsl. 005 -
Pavanui Lakes Development Limited * MNew Zeaind 0% 005
Pavernent Savage Operations Pty Lid Fustralia 0% -
FPavernent Tachnology Pty Ltd Aastralia 100% 100%%
Fembirsan Downer Aust Pry Limited Australia 005 005
Primary Producers lmprovers Py L13d Australia 005 005
B Lirk Fie Lid 4 Singaporg 100% 1008
P T Gentury Diramik Drilling | Irdcnasia 005 005
£ T Ogspiras Bina Driling | Ircdenesia 005 005
QCC Resources Pty Ltd Aulstralia 100% 100%
Rayiall Pty Ltd Australia 100% 1008
HajLine Pty Ltd fastralia 100% 005
Richter Drilling Indonesia Pty Limited Australia 100% 100%
Sichter Drilling Irterrationat Py Limitad Mustralia 100% 100%
Richter Drilling (PNG) Limited # PNG 005 100%%
Roche Bros {Hong Kong) Lid * Hong #Hong 100% 005
Roche Bros. Supemnnuation Py Lid Fustralia 005 005
Roghe Castings Py Lid Mustralia 0% 100%
Roche Contragtors Py Limited Aastralia 100% 005
Hoche Highall Mining Pty Limitecd Aagstralia 100% 005
Roche Holdings (NZ) Limited * MNew Zeaiand 005 005
Hoche Mining {18 Pty Limited Aagstralia 100% 005
Hoche Mining NC SAS * Mew Galedonia 100% 1005
Hoche Mining §4T) Holdings Pty Lid Fustralia 005 005
Roche Mining $UT) Indis Put Ltd * Iricdis 005 005
Roche Mining 38T) Pty Ltd Australia 1005 100%
Roche Mining $4T) South Africa (Pry) td * South Atrica 100% 1005
Soche Mining 24T) USA Inc. * United States 100% 005
Hoche Mining (N2} Lmited ™ MNew Zealand 100% 005
Roche Mining Pty Lirmited Fustralia 0% 100%%
Roche Minirg {PNG) Lid # PNG 100% 1008
Soche Senvices Py Lid Aastralia 005 100%%
Rockdrl Contractors Py Limitecd Australia 100% 10O0%
8PC Boads Pty Lid Aastralia 100% 1008
RRPC 7 Py Lid Australia 100% 100%
Roche Blasting Services Py Ltd Mustralia 100% 100%
Scantright Pty Lt Mustralia 0% 100%
Snowden Business Improvernent Pty Ltd Aastralia 005 -
Srcwden Corporate Senvices Pty Lid & Aalstralia 100% -
Srcpwden Mining Industry Consultants Py Lid * South Africa 100% -
Srepwden Mining Industry Consultants ing. © Canada 100% -
Srepwdden Mining Industry Consultants Linited * Unitecd Kingoom 005 -
Srcpwden Mining Industry Consultants Py Lid * Aastralia 100% -
Snepwden Mining Strategiss Pty Lid ™ Australia 100% -
Srcpwden Mining Technologies Limitad | British: \irqin: lsl. 005 -
Snowden Technologies Py Lid ” Aglstralia 0% -
Snowden Trairing Pty Lid * South Africa 100% -
Starblake Pty Lt Aastralia 100% 100%%
Tag21 Pty Limited fajstralia 100% 100%%
Technic Industries Limited * Meny Zeafand 100% 1008
TSG Architects Pte Lid # Singapore 0% 100%
Winstanley Industries Pty Limited Auistralia 005 100%
Works Infrastructure Limited MNew Zealand 100% 100%:
Works Infrastructirs Pty Limitecd Australia 0% 005

Aundited by associate firms of Deloitte Touchs Tohmatsy

#  Audited by firms other than Deloitte Touche Tohmatsu

I Audit not recuired in iocal jurisdiction
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notes 1o the financial statements continu

for the financiat year ended 30 June 2005

38 ACGUISITION OF BUSINESSES

Cost of

Date of Acquisition
Names of Businesses Acquired Principal Activity Acquisition $'000
Current Financial Year:
Controlled endities:
Commages (NS) Limited Telecommunication sericss 1 Jul 2004 1,414
Whningtek Consultants &
Senvices Limited {¥as Snowdan) Mining consultancy services 20 Dac 2004 14,808
Pavement Sakvage Pty Ltd Road maintsnance senvices 1 Mar 2005 10,853
Businesses:
Biturmen Sealed Servicss Biturnen sealing ssrvices 24 Oct 2004 2,514
OFPC Services Biturnen manufaciuring and distrisution 14 Dec 2004 5,314
OET Workshop Mining engineering services 15 Dec 2004 2,188
Earthex Biturnen sealing ssrvices 30 Sep 2004 1,080
Rache Eitin Joint Venture Contract rmining senvices 17 Feb 2008 1,857
Prior Financial Year:
Controlled entities:
Downer Electricat Pty Limited Engineering services 1 Jul 2003 14,887
Pavernent Technology Himited Infrastruciurs services 1 Jdan 2004 2,476
TSG Architects Ple Ltd Architectural services 1 Jan 2004 418
CPG Facilities Mot (Shaanx) Co. Ltd Facifitiss managemsnt senvices 1 Jdan 2004 415
Saszol Roche Blasting Services Piy Ltd Mining sxplosives services 1 Feb 2004 2,354
QCC Resources Pty Ltd Engineering consulting services 1 Apr 2004 1,600
Businesses:
Gt Construction Corporation Ciil works and construction services 20 Oct 2003 5,804
RhS Traffic managernent services 1 Now 2003 501
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40 SEGMENT HINFORMATION

information on business sagments:

Externat frder-Segivent Total
2005 2004 2005 2004 2005 2004
Segment Revenue $'000 $'000 000 S000 $000 $0600
Engineering 1,240,468 1,082,156 15,160 19,322 1,250,628 1,101,478
Mining and Resources 1,314,208 430,525 1,521 4 980 1,315,728 035,485
infrastructure Services 865,567 BY3,195 7,200 2,915 /72 7B7 676,110
Pl 360,918 408,178 - 1,733 360,818 464,811
Discontinued businesees 28,205 56,718 - 10,275 28,205 106,857
3,828,244 3208431
Elirninations {18,821} {38,209)
Biraliocated 5148 2838
TFotal revenue 3814511 3,193,308
Met share of salss revenug in joint venture entities:
Engineering 38,268 56,804
Mining and Resourcss g7, 744 147,318
infrastructure Services 20,804 7870
TFotal turnover 3,572 328 3,417,451

Consolidated

2005 2004
Segment Results $000 $0600
Enginsaring 48,886 56,234
Mining and Resourcss 81,105 32,741
infrastructure Services 44,153 as ey
Fail 16,241 17342
Discontinusd busineszes (3,741 (6,839)
Uinaliocated {34,964 {28,410)
income tax expense relating to ordinary activities {27 BOEy {27 £89)
Met profit 104,035 81,846
Assels Liabifities
2005 2004 2005 2004
Segment Assets and Liabilities 000 S000 $000 $0600
Engineering BO5,804 584,041 326,642 266,585
Mining and Resourcss 795,546 Fev,ie2 255,478 186,021
infrastructure Services 426,748 364,958 147,812 122,185
il 286,565 253,304 106,203 96,478
Discontinued businesses 58,004 42 538 19,206 6,160
2,062,158 2,068,955 855,441 &77.425
Uinallocated 80,535 50,178 579,832 618,679
2,343,093 2,119,137 1,435,073 1,286,108
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notes 1o the financial statements continu

for the financial year ended 30 June 2005

40 SEGMENT INFORMATION CONTINUED

wining amnd Infrastructure
Enginearing Rasources Services Rail Dscontinued
2005 2005 2005 2005 2005
Other Segment Information $'G00 $000 $'000 $'000 $'000
Carrying valus of investments accounted
fer using the equity method 11,276 810 4,388 - -
Share of net profit of associates and joint veniure
entitiss accounted for under the eguity method 4,649 8,536 1,873 - -
Acouisition of segment assets 21,384 70,066 78,230 5,148 -
Depreciation and amortisation of segment assets 18,188 67,730 24,345 10,475 -
MNumbear of employess 8652 3,804 3,583 1,447 -
wining amnd Infrastructure
Enginearing Rasources Services Rail Dscontinued
2004 2004 2004 2004 2004
$000 $000 $'000 $'000 $'000
Carrying valus of investments accounted
fer using the equity method 14,3685 2,168 A,045 - -
Share of net profit of associates and joint veniure
entitiss accounted for under the eguity method 5,830 13,813 783 - -
Acouizition of segment assets 23,421 131,262 63,816 3,820 -
Depreciation and amortisation of segment assets 19,461 66,261 20,685 10,852 178
MNumbear of employess 7182 2,670 3,525 1,274 &0

The economic entity operated predominantly in five business segments:

Rail «

Enginsering -

Mining and Resources -

Infrastrircture Services -

Unallecated -

38 Downer EDE Limited F

provides rolling stock and associated maintenance senvices including the design, manufacture, refurbish,
ovarhadt and maintenance of diesst electric locomotives, slectric locomotives, slectric and diesel multipie
units, rad wagons, fraction moiors and relling stock generally.

provides enginesting senvices {design, project rmanagsment, facilities managemeant, construct and
ragintain} specialising i telscommunications, power and procsss enginesring.

provides international mine consulting and contracting services, including ming planning, optimisation
ragragemeant and moedeling, materials processing consulting and infrastructues, drilling and blasting,

bulk excavation, crushing and processing, hadlage of ores/waste, tailings management and ming
restoration, oil, gas, geothermal and mineral driling activities,

including the perdformance of maintenancs and construction of roads and highways, construction and
mzntenance of rall infrastructure including tracks, signals and overhead electrification and infrastructure
ragintenances senices including uilities, water supply, sewags and wasts waler treatment, refuse disposal,
strest cleaning and the tending of parks and gardens.

resUits include financing and corporate costs for continuing businesses, net of other income.




40 SEGMENT INFORMATION CONTINUED

Hevenue from Acquisition of

External Customers Segrment Assets Segment Assels
2005 2004 2005 2004 2005 2G04
$'000 $'000 $000 $000 $000 $"000
Austrafia 2,703,564 2,057 Beg 1,563,917 1,311,631 102,881 174,601
Pacific 846,112 B76,374 441,149 37807 50,978 36,582
South East Asia 212,561 170,229 280,758 342722 17,518 117
Morth East Asia £2,26% 49,184 57,277 83,277 1,747 2]
3814511 3,153,308 2,343,093 2,119,137 173,134 280,319

The economic entity operated in four geographical areas — Australia, Pacific (including Mew Zegland, Papua New Guinea and Fiji),
South East Asia {Singapore, Malaysia, Thailand, Vietnarn, Indonesia and the Philippines) and Morth Bast Asia (Hong Kong and Ching).

Discontinued businesses

As nofed in the 2004 annual report, a decision was made to discontinue the non-core capital works businesses in Engineering, with the
residual core operations being integrated into the Infrastructure division. The plan to discontinue these oparations i congistent with the
consolidated entify's long ferm policy to Tocus on saendce aotivities.

Details of the financial position, financial pefarmance and cash flows of the discontinuing operations are disciosed below:

2005 2004
$'000 $'600
Financial position
Tods! assets 56,00 42 5368
Tota! lishilities 19,206 6,160
Net assets 36,888 36,376
Financial performance
Totsd revenue 28,205 106,957
Totsl expenses 34,135 114,883
Loss before tax [5,834) (7 556)
Tax penafit 1,948 2,887
Loss after tax [3.988) {4,708)
Cash flows
Net cash flows used in opsrating activitiss {19073 {10,300)
Met cash flows from investing activities 925 2
MNet cash {lows from financing activities 14,581 8.808
Net cash flows (3,563} (1.431)
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notes 1o the financial statements continu

for the financial year ended 30 June 2005

41 RELATED PARTY AND SPECIFIED EXECUTIVE DISCLOSURES

a) Directors’” and apecified sxecutives’ remuneration:
Detailz of directors’ and specified executives' remuneration are disclosed in note 5 1o the financial statements.
bt Other fransactions with directors:
A director of the company B O O'Callaghan was a consultant for the firm Corrs Chambers Westgarth, solicitors.
This firm renders sgal advice o the consolidated entity in the ordinary course of business under normal comrmercial
terms and conditions, The amount of fees paid was 32,260,870 (2004 $268,727).
A director of the company J 3 Hurmphrey has an interest as a partner in the firm Mallsson Stephan Jagues, solicitors.
This firm renders isgal advice 1o the consolidated sntity in the ordinary course of business undsr normal commersial terms
and conditions. The amount of fees paid was $63,201 (2004: 41,994,
¢} Transactions within the whelly owned grous:
Details of dividend and interast revenus derived by the parent entity from whelly owned controlled entities are disclosed in
Note 2 to the financial statemeants. Aggregate amounts recetvable from and payable to wholly owned controlled entities are
disclosad in Notes 10, 14 and 25 1o the financial staterments.
Ciher fransactions coourred during the financial year between entities in the whally owned group on normal commercial terms.
di Eguity interests in refated parties:
ety irterasts in controfled entities:
Details of the pereentage of ordinary shares held in controlied entities are disclosed in note 38 to the financial statsments.
ety iriterests in associaies and joint venfures:
Detailz of interests in associaies and icint ventures are disclosad in note 37 in the financial statements.,
&) Controfiing eniity:
The parent entity of the group iz Bowner EBS Himited.
f) Directors’ and specified executives’ squity holdings in fully paid ordinary shares issued by Downer ED] Limited are as follows:
Balancs at MNet othar Baiance at Balance hald
1704 change 30/8/08 nominally
2005 s M, M, e}
Directors:
B B O'Callaghan 15,112 180 16,302 -
S 4 Gillkes 2,850,024 {318,564 7 2,831,483 -
J 5 Humphrey 2,785 126 25811 -
P E.} Jdollie - 10,000 10,00C -
2,967,521 (308,245) 2,659,676 -

Of the net reduction in equity held, 424978 relates 1o the expiration of options over issued shares granted by a third party.

Specified execUtives:

D Castsll 755,000 {254, 5009 BO0.500 -
C Denney 230,769 197,416 356,188 -
R Logan 913,830 396,356 1,510,186 -
B Waldron 38,461 92,406 BOL,RET -
P Khor 238,457 180,555 360,412 -

2,176,517 422,633 2,599,150 -
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Gonsolidated Company

2005 2004 2005 2004
000 $000 $000 $°000
42 NOYTES TO THE STATEMENYT OF CASH FLOWS
a) Reconciliation of cash
Cash as shown in the staternent of cash flows s recongiled to the related
ftarrs in the statement of financial position as follows {refer Note 1)
Cash 120,003 116,140 &zl 339
Short term deposits 45 5685 38,124 - -
Bark Overdrafts - {BA0 - -
165,072 147 574 &3 339
b Businesses acquired
Buring the financial year, businesses were acquirad.
Details of the scquisitions are as follows:
Considsration.
Cash 33,034 2781 - -
Deferred purchase adjustroent 3,457 {1,036 - -
lasle of ordinasy sharas 3,750 1,800 - -
43,241 28,475 - -
Fair valus of nat assels acquined
Current assets
Cash 4,350 2,042 - -
Raceivables 28,882 23,685 - -
Invenioties £32 5,875 - -
Cther 943 985 - -
Total current assets 34917 32,845 - -
Nose-current assets
Property, plant and egliprment 15,680 25,274 - -
intangitles 86 2,428 - -
Deferred tax assets 627 16845 - -
Cther 168 3,348 - -
Total non-current assets 16,548 32,895 - -
Total assets 51,485 65,340 - -
Current Habilities
Payables 23,784 9,241 - -
irterest-bearing kabilities &2 15,231 - -
Current tax liabiities i) 73 - -
Provigions 3,7 4373 - -
Cther 144 414 - -
Total current liabilities 28,782 29,332 - -
Nose-current liabilities
Interest-bearing liabilities 240 18,801 - -
Deferred tax labiities 0 1,086 - -
Provigions 425 531 - -
Total non-current liabilities 674 14,428 - -
Total Habilities 29,441 43,760 - -
Net assats acquired 25024 21,580 - -
Goodwill on acquisition 18,217 £,845 - -
43,241 28,475 - -
Net cash ouiflow on acquisition
Cash consideration 33,034 27,911 - -
Less net cash balances acglired 4 350 2,042 - -
Cash paidfireceivable) — deferred post acquisition settlermnent {1,038) 855 - -
27 648 28,474 - -
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Consoldated Company
2805 2004 2005 2004
$'000 $'000 $'000 $'000

42 WOTES TO THE STATEMENT OF CASH FLOWS CONTINUED

¢} Businesses dispossd
On 1dth January 2005 the Roche Castings operations
{principal business activity — castings foundry) was disposed,
Dwrirgg the previous fnanciad year & number of businesses
wers dispossd, nong of which ware considerad individually
rmatarial, Details of disposals wiare as follow:

Consideration:
Cash 26,665 1,237 - -
Receivabiss - 3,089 - -
Shares - 1,144 - -
26,8685 &,450 - -
MNet assets disposed
Current assets
Cash - G - -
Receivablos 10,628 1,348 - -
Inventories 2158 1,132 - -
Other 78 74 - -
Total current assets 11,524 2614 - -
Non-current assets
Irvestments accountad for using the equity method - 2] - -
Property, plant and egquipmeant 13,035 3,080 - -
IMtangibies 1,114 235 - -
Deferred tax assets - 158 - -
Total non-current assets 14,149 3,493 - -
Total assets 25673 &,107 - -
Current liabilities
Payables 2,866 147 - -
Current 1ax labilities - 54 - -
Provisions 1,042 520 - -
Total current Habilities 4,008 72t - -
Total liabilities 4,008 72t - -
Net assets disposed 21,685 A,3868 - -
MNet cash inflow on disposal
Cash consideration 26,8685 1,237 - -
Less cash belance disposed - B - -
Cash received — prior year deferred purchase congideration - 2,310 - -
26,8685 3,487 - _
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Gonsolidated Company

2005 2004 2005 2004
$000 $000 $7000 $'0600

42 NOTES TO THE STATEMENT OF CASH FLOWS CONTINUED
d) Mon-cash financing and investing activities
During the currsnt financial year, $38 386,000 in equity was issued in respect of
i Dividend reinvestment plan slections $25,123,000 (2004:815,248,000);
il lzsue of shares under the terms of Ernployes Shars Plan $3,523,000 {2004:Nilk and
it lesue of shares on acquisition of businesa 53,750,000 (2004:$1,600,000
W) Conversion of preference shares ni {5004 $680,732,0004

&) Beconciliation of profit from ordinary acthitiss after related incoms

tax to net cash flows from operating activities:

Profit from ordinary activities after refated incorme tax 104,035 81,548 40,025 38,254
Share of ioint ventures profits/losses) net of distributions 177 {517 - -
Depraciation and amortisation of noh-current assets 120,895 T¥707 - -
Asmodisation of deferred costs 1,078 1,362 - -
Profit on sale of investments {2 GR0y {1,823) {468} -
Profit on sale of other non curent assels 8,807 {F,241) - -
Unreafised exchange {gain)/ioss {338} 491 225 473
Increase/ddecrsasea) in income tax payable 16,808 {19,953; 10,544 7,352
Increasefddecrsase) in tax bafances {24 297 {7,104 B3 [349)

Changes in net assets and labilities, net of effects from acousition
and disposal of businesses:

(fnoreass)/decrsase in assets:

Current racelvablas (114,556} {63,338) 1826 (1.015)
Current inventories {36,045} {12,163; - -
Other current assets {17,784} i5,101) {357} -
MNon-current recelvaples {3,454} 11,315 {29, 140% {32,286)
Other noh-current assets {1,281} 1,072 - -
Increasefdecrsase) in liabilities:
Current trade payasbles 128,791 58,533 {3,174 2,888
Current provisions 18,707 2,803 (123 £341)
Non-current payables {506} 17,808 - -
Nor-current provisicns 4 354 7165 - 70
Net cash provided by operating activities 185 857 181,480 27510 16,184
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Consoldated Company
2605 2004 2005 2004
$'000 $'000 $'000 $'000
43 CONTINGENY LIABMLITIES
ij  The consciidated entity has bank guarantess, bid bonds
and performance bonds, izsued in respect of contract
parformancs in the normal course of business for wholly
awhad controlied entitiss 462,263 334,857 348,822 316,169
il Jermination benefits under service agreemeants 889 748 - -
i) Clairn in respect of legal costs associated with contract arbitration - 1,800 - -
463,152 337,045 349,822 316,164

In the ordinary course of business:

i The company and certain controlled entities are called upon to give guaranizes and indemnities in respect

of the performance by counter parties including controlled entities and refated parties of their contractual and
financial ebligations. Other than as noted abeve, these guarantess and indemnities are indeterminable in amaount,

v Thers exists in sorme mernbers of the consolidated entity the normal design Sability in relation to completed design
and construction projects. The directors ars of the opinion that there is adequate insurance to covar this area,

vl Controfied entities have sntered ino vanous partnsrships and joint ventures undar which the controlled entity
could ultimatsly be jointly and severally lizble for the obligations of the partaership or ioint ventura.

vil) Condrolied entities are subject to claims and counter claims with respect to projects and senvices provided,

44 ENGINEERING SERVICES CONTRACYTS

For enginesring services contracts in progress as at reporting date:

Enginesring sendces work in progress 3,388.022 3,623,538 - -
Progress billings and advances received 3378922 3,545,451 - -
Less: advances recshved 4,340 34,335 - -
Progress billings 3,304,582 35181186 - -
Arnount disclosad in statement of financial position 40,440 108,823 - -
Recognised and included in the financial staternents as amounts due:

From customers undar enginesring senvices contracts:

Current (Note 10} 181,857 170,725 - -
MNon-current (Mote 143 1,042 5,498 - -
To custemers under enginesring services contracts:

Current (MNote 21} (90,8083) [68,520) - -
MNon-current (Mote 253 {1,566) {1,880) - -
Arnount disclosad in statement of financial position 40,440 108,823 - -
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45 FINANCIAL INSTRUMENTS

Significant accounting policies

Details of the significant accounting policies and methods adopted, including the oriteria for recognition, the basis of measursment and the
hagiz on which revenuss and expenses are recognised, in respect of each class of financial asset, financial lisbility and equity instrument
are disclosed in Note 1 1o the financial staterments.

interest rate risk

The following table details the consolidated entity’s exposure 1o interest rate risk as at the reporting date.

Fixed Interest Hate Maturity

Average Varable Less More M-
interast interest than Ttoh than interast
rate rate 1 year YEEIS 5 ysars bearing Total

2005 % F'000 000 F000 F000 F000 $000
Financial assels
Cash 4.70 165,872 - - - - 165,872
Trade recevables 16.74 - 1,188 568 - 401,258 G03,455
Oither financial assets 7E 3,875 - - - 25 348 28,023
Other receivables - - - - - 21,805 B1.605

168,647 4,188 968 - 1,008,272 1,180,075
Financial Eabilities
Trade payablas - - - - - 646,877 645,877
Bank ioans 4.49 164,168 - - - - 104,168
Fnance lsase
lizbilities B.a2 - 2842 5578 - - 8,118
Hire purchase liabilities 6,52 - 2758 483 - - 761
U5SE notes * .74 ¥7.280 - 222,775 53,700 - 303,725
Other payables - - - - - 1,844 1,844
Empioyes entitlements - - - - - 114,084 114,061
Frovisions - - - - - 32,202 32,202
Due to joint venture partners - - - - - 13,5682 13,5682

181,418 2,820 228,834 93,700 808,346 1,315,118

irterest rate swaps have besn entered into for the purposes of managing exposure to interest rate fuctuations.
The interest rate swaps' notional principal amounis are equal to the principal amounts of the USH notes.
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45 FINANCIAL INSTRUMENTS CONTINUED

The feliowing table details the consolidated entity’s exposure to interest rate risk as at 30 June 2004:

Fixed interest Rate Maturity

Average Wariabie Less Wiore Non-
irterest intarest tharn T8 than interest
rate rate 1 year YEArS 5 years hearing Totad
2004 % F000 F000 Fo00 $'000 F'000 $'000
Firancisl asests

Cash 4.08 137,328 13,936 - - - 148,264
Trade receivables 14.27 - 1755 2,267 - 804,125 813,155
Other financial assets rE 4396 - - - 31,133 31,628
Other receivables - - - - - 44,274 44,274
137,824 12,695 2,267 - 884,536 1,037,322

Firancial lighilities
Trade payables - - - - 522,785 522,785
Bank overdrafts Q.10 &30 - - - - B30
Bark loans 5,19 35,212 47 647 73,751 - - 160,580
Other loans 8.00 4,620 - - - - 4,620
Finance lease lisbilities .54 - 2,625 8515 - - 11,144
Hire purchase lishilities 1.682 - 1,813 830 - - 2,653
USE notes” 137 - 63,482 185,011 51,5887 - 305,050
Other payables - - - - - 0,813 10,813
Emrgployes sntitlerments - - - - - Q& 180 95,180
Provigions - - - - - 27818 27818
Dhus 1o joint venture partners - - - - - 17,428 17,428
44 522 115,551 273187 51,887 674,104 1,158,821

Interest rate swaps have been entarsd inte for the purpeses of managing exposure o interest rate fluciuations,
The interast rate awaps’ notional principal amounts are equal o the principal amounts of the USS notes.

Credit risk

Cradit risk refers to the risk that a counterparty will default on it contractual obiigations resulting in financial loss 1o the congolidated entity.
The consolidated entity has adopted the policy of only dealing with craditworthy counterparties and sbiaining sufficient collateral or other
security whare appropriate, as a means of raitigating the risk of financial Ioss from defaulis. The consolidated entity measures cradit risk
oh & fair vaiue hasis.

The conzolidated entity does not have any signfficant credit risk exposure 1o any single counterparty or any group of counterparties having
sirilar characteristics.

The credit risk on recognised financial assets of the consolidated entity iz generally the carrying amaount, net of any amounis which have
bean allowed for doubiful debis.

Net fair value

The carrying arnount of financial assets and Bnancial fiabiliies recorded in the financial statements represants their respective net fair valuss,
Off balance shest fnancial instruments have been entered into for the purpose of hedging futtrs interest and principal cashflows related

in the unsscured LS dollar denominated nots issues. Had these financial instruments not been entered into, the principal and interest

components would have besn subject to movermnents in international exchangs rates, the sffect of which would have besn 565,228 675
favourahle (2004 847,178,548 favourables).

Objectives of derivative financial instruments
The consolidated entity may enfer into & variety of derivative financial instriments to manage its exposure o interest rate and foreign
exchange rate risk, including:

i forward foreign exchangs confracts to hedgs the exchangs rate risk assing on the import of matstials and plant and squipment from
overseas countries;

ij cross currency swaps 1o manage the foreign currency risk assooiated with foreign currency denominated borrowings; and
iil) interast rate swaps to mitigate the risk of rising interas? rates,

The consolidated entity doss not enter inte or trade derivative financial instrurmnents for specudative purposes,

48 Downer EDE Limited F




45 FINANCIAL INSTRUMENTS CONTINUED

Forward foreign exchange contracts
To manage foreign exchange exposure, the consolidated entity enters into forward forsign exchange contracts to cover specific foreign curency
payrnents and receipts. The following tabls summerises by currency e Australian dolizr value of forward exchange contracts af the reporting date.

Weighted average rate Principal amount
2005 2004
2005 2004 $000 $°000
Buy US dolars
Less than 3 months 0.7367 0.7055 {20,100} {16,158)
3 1o 6 months 0.7504 0.8430 {15,838} {16,618)
Later than six months 07538 0.6435 {22 586) {14.847)
{58 533} 147 823)
Sell US doltars
Leas than 3 months 0.7 0.6737 1,701 2,774
3 1o 6 months 07736 07174 13,194 660
14,805 3,434
Buy Japanese yen
Less than 3 months 78.5354 ¥8.24 {12,068} (1.778)
3 1o 6 months - Fa3.87 - {3,700}
Later than six months 74,0613 - {21,394) -
{34,362} [5.478)
Buy Euros
Less than 3 months 0.5824 0.5658 {4.080% (2.5687)
3 1o 6 months 0.5876 0.8733 {970y (S50
Later than six months 0.5873 0.5803 {15,842} 4,352)
{20,642} (7.878)
Sell Euros
Later than three moriths - 0.6811 - 378
Buy South African rands
Lees than 3 months 4.¥249 466834 {9304 (18"
3 1o 6 months 47382 - {300 -
{1,235 YS!
Buy Great Britain pounds
Less than 3 months 0.4081 0.4034 {850y B47)
3 1o 6 months - 0.3878 - (755)
{850y {1.408)
Buy Canadian doHars
Less than 3 months 0.5891 1.0248 {3024 [383)
3 o 6 months - 1.00a7 - (443)
Later than six months - 1.0042 - (257)
{3024 {1.103)
Buy Swiss franes
Less than 3 months - 0.8440 - 551)
3 1o 6 months - 1.5128 - (250
- g4
(101,083} 80, 704)

interest rate contracts

The consolidated entity uses interest rate swap contracts in managing interest rate exposure. Linder the interest rate swap contracts,
the congolidated entity agress to exchange the difference between fixed and floating rate interast amounts calculated on agreed notional
principal arncunts. Such contracts enable the consolidated entity to mitigate the risk of rising interest rates.
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45 FINANCIAL INSTRUMENTS CONTINUED

The following table detsils the notional prncipal amounits and remaining terms of interest rate swap contracts cutstanding as at the reporting date.

Average inderest rats Motional principat
fincieding marging amount

2005 2004 2005 2004
Yo Yo $'000 $'000
Less than 1 year - .87 - 63,492
1o 2 yoars s - B8 046 -
2 to 5 years ey 819 100,240 80,454
5 years or more 785 9.23 117,289 51,887
316,475 185,573

Cross currency

Under cross currency swap contracts, the congolidated entity has agreed to exchange specified principal and interast foreign currency
armounts at agreed future dates at specified exchangs rates. Such confracts enable the consclidated entity 1o mitigate the risk of adverse
mavernents in forsign exchangs rates.

The feliowing table details the equivalent Australian dofiar AUD'} cross currency swaps outstanding as at reporting date.

Average exchange rate Frincipal amount in AUD

2005 2004 2005 2004
$ E $'000 $'000

Buty USD/Sel AUD
Less than 1 year - 2.8300 - (63,492}
1t 2 ysars 05308 - (58,546) -
2 to 5 years {.6338 0.5354 {100,240) (180,01}
& years and more 08735 0.8300 {117,289) {51,587}
{316,475) (305,080

Buy USD/Sel NZD
2 to 5 year 08530 - {(77.250) -
{353,728) (305,080

Hedges of anticipated future transactions

The congolidated entity has entered into contracts o purchase rmateriais from supplisrs and has entered into foreard forsign exchangs
contracts to hedge the exchanges rate risk arising from these anticipated future transsctions,
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48 EFFECT OF TRANSITION TO AUSTRALIAN EQUIVALENTS
TO INTERNATIONAL FINANCIAL REPOHTING STANDARDS

Management of the transition
to Australian Equivalents
to International Financial
Reporting Standards {{AIFRS7)

In 2004, a dedicated project tesm was
astablished to manage the transition 1o
AIFRS, including staff training and ntermal
confrol and system changes necessary to
cormphy with the new standards, The project
team prepared a strategic AIFRS transition
irplemertation plan, including & detsiled
timetalie for managing the transition. At

the date of this report, the proiect is on
schedule and neadng cormpletion.

The known or reliably estimable
effect of AIFRS on the statement
of financial performance and
statement of financial position

of the company and consolidated
entity are as follows:

i} Overview

The application of AIFRS has had

no material effect on the group’s stratecy
and cash flows or its abilities 1o borow or
to pay dividends. The main areas of effect
are accounting based measurement,
recognition and disclosurs requirements.

The adoption of AIFRS wil be first
reflectsd in the group's financial
statements for the half-year ending

31 Becember 2008 and the year ending
30 June 2008, The comparatives wil
includs a reconciliation of key financial
agoregates reported under AIFRS 1o
the amounts that have besn previously
determinsd using Australian Generally
Accepted Accounting Principles

(' AGAAPY.

In sorme arsas choices of accounting
policies under AIFRS are avagable,
inclucing stective exemptions under
Accounting Standard AASE 1 ‘Firat-
tirne Adoption of Australian Equivalents
to International Financial Reporting
Standards’. Thess choices have baen
anglysed o determine the most
appropriate accounting policies for

the consolidated entity mowving forward,
Headers of the financial report should
note that further developments in
AIFRS ffor exarnple, the relsase of
further pronouncements by the Austraiian

Accounting Standards Board and the
Urgent isstses Group), may result in
changes to accounting polcy decisions
made by the directors and the likely
effects of adopting AIFES. Arsas of
significant differences affecting the
company and the consoidated entity on
acoption of AIFRE folow, All amaounts
disclkged are aither known or reliably
astirnabis.

i} Business combinations

On initial zdopdion of AIFRS, the directors
have elected not to restate business
combinations that oocurred before

1 July 2004, The affects of the adeption
of AIFRS on the financial report
associated with business combinations
including those acquired during the
current Bnancial year, will be limitad to
the recoghnition of additional deferred
iax assets and deferred tax Eabilities
{frefer Incorne Tax section &4 and the
cessation of goodwill amortisation

{refer Goodwill section i

i} Goodwill and other

intangible assets
The adoption of AIFRS has been assessed
as having ne materal effect on the net
camying amount of intangible assets.
Under AIFRS, goodwitt is not subject
10 amortisation, but must be tested for
impairment annusih. Al intangible assets
have been subisct to an impaimment test,
This impairment fest has been perfonmed
at the appropriate cash generating unit
{CGLY levels and supports the camyving
vaiues of intangible assets within each
CGEH at both the fransition date and at
30 June 2008, Accordingly, under AIFRS,
the amortisation charge for 2008 wi be
decreased by $19,608,000 compary: nil.

Under AASB 138 'Intangible Assets’,
costs incurred during the ressarch

phase of the developrment of an intangible
asset are expensed. The group’s current
AGARAP policy allows for the capitalisation
of resgarch and developmesnt costs
whetre Tuture benefits are expected
beyond reasonabls doubt, Accordinghy
on AIFES transition the derecognition

of $31 592,000 in previously capitalised
intelleciual property will be recognised

as an increase in the carrying arnournt

of goodwill {comparny: nil).
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iv) Income tax

Undar the AASE 112 ‘Income Taxes’,
& palance sheet approach iz adopted
and temporary differences ars identified
for sach assst and labity rather than
gocourting for the sffects of timing and
parmanent diferences between taxable
incormns and accourting proft,

Apphing AASE 112 would lead 1o
increases in deferred tax asssats
and deferred tax liabilities a5 a
consaequence of the Tellowing:

* Recognition of deferred taxes
associated with fair vaiue adjustments
in refation to business combinations;

* BRecognition of deferrad tax assets
relating to decomymissioning
and rmake good provisions,

o Chagsification and measursment
of assals as ‘current assets —
non-curent assets classified
as held for sale’;

* Plant and equipment restated using
fair value as its desmed cost, and

* PReclassification from opening
consolidated deferred tax lishilities
i opering consolidated deferrad
ax assels.

The cumulative effsct on the financial
position at 30 June 2008 wil be to
incresse deferrad tex assets by $7,008,000
{eornpary: $nil), and to increass deferrad
e feiities by $1,233,000 (company $nil,
The effizct on the profit and ioss for the
financial vear endad 30 June 2005 will be
a decrease i tax expense of $2,167,000
{eornparyy: $nil).

Under UIG 1052 Tax Consoédation
Accourting, deferred tax balances

of wholly-owned subsidianes in & tax-
comsolidated group ars nat recognised
by the head entity Dowmer ECF Limnited,
but wif be recognised by each wholly
owned subsidiary, These balances weare
recognised in acoordances with AGAAP
by the parent entity,
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iv} Income tax continued

The effect to derecognises the

deferred tax balances of wholly-owned
subsidiatias in the parent entity for

the financial year ended 30 June 2005
will be o decraase deferred tax asssets
by $24,234,000 and to decreass
deferrad tax liabiity by $6,833,000
with & corresponding net increass in
loans to contralled entities. Thers is
na effect on retained sarnings of the
comgany or the consclidated entity.

vi Property, plant and equipment
Ag permitted by the frst-time adoption
provigions i AASE 1, the directors have
elected, where approptiate, to desm the
fair vaiue of certain items of plant and
acuipment at 1 July 2004 to be cost

for accounting purposes. Consequently,
he fair value aciustrnent on adoption

of AIFBS wilt resUit in & decrease In plart
and eguiprment of $3,288,000 36,402,000
net of tax) {cormpany: $ni

Under AASE 116 'Property, Plant

and Ecuipment’, entitiss are reguired

i include costs associated with the
digmantling, removal and restoration

of property plant and equipment, An
armount of B22 876,000 ($16,124 000
net of tax) fcompany: B0 s expectad 1o
be recognisad as a lisbility in accordances
with AASE 137 ‘Provisions, Contingent
Liapilities and Contingsnt Asssts’. The
consaegUent impact on the profit and loss
four the financial year ended 30 June 2005
will e an increaszs in the related expenss
and provision of $633,000 (8440,000

net of tax) eomgany: nilk

vij Revenue from ordinary activities
Althowugh ned affecting the net profit of the
comgany or the consclidated entity, the
adeption of AIFRS will result in & numiber
of transactions being recorded on & “net”
rather than & “gross” basis. In addition,
ihe adoption of AIFRS results in the
reclassification of procesds from sale of
non-curtent assets from revenus rom
ardinary activities to other incoms and
sxpensa items in the staternent of
financial performance,
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AS A congsnusnces, revenus from
ordinary activities for the fnancia year
ended 30 Juns 2008 will decreaze by
64,345,000 [company: 2,553,000,
expensas will decreass by $47,916,000
{company: $2,071,0000 and the nat
gaindloss) on the sale of non-current
assets will be ssparately dizclossd in
tha statement of financial performance.

vif) Derivative financial instruments
The directors have electad to apply the
first-lime adoption exsmpiion 1o defer
the date of transition of AASE 139 uni
1 duby 2005, Accordingly, the possibis
guantitative effects on the 30 June 2008
financial statements are nof disclossd.
i is axpected that reouined adjustments
o 1 duly 2008 will be attributable to
derivatives, including both foreign
exchangs contracts and inferes? rate
swap contracts. The designation of
these derivatives as fair valus or cash
fiow hedges and the measure of
effectivenass will deterrning the affect
on the group’s and the company’s
hatance sheet at 1 July 2008,

vilh Cther financial assets

and financial fisbilities
The directors have electad to apply the
first-lime adoption exsmpiion 1o defer
the date of transition of AASE 139 unil
1 duly 2008, Accordingly, the possibie
guantitative effects on the 30 June 2008
financial statements are not disclogsed.

The classification of the financial asssts
and financial lizbifties will determing the
measurement basis io be adoptad, but is
not expected to have a significant impact
on the group's or the company’s balance
sheet at 1 July 2008,

ix} Foreign currency transiation
reserves: cumitdative
translation differences
O initial application of AIFRS, the
directors have elecisd o apply the
sxemedlion in AASE 1 ‘First-tims Adoption
of Australian Equivalents to International
Financial Peporting Standards’ relating
to the balance of the forsign currency
translation rasenve.

The cumulative franslation differences

for all forsign operations represented in
the opening forsign currency franslation
resenis of §11,327,.000 will bs deemed to
zero atl the date of transition to AIFRS and
the balance transferred to consalidated
retained earnings {(cornpary: Bnill. There
i no effect on the conselidated or the
company’s total eguity,

x} Share-based payments

For the financial year ended 30 June 2005,
share-based payments of $2,287,000
{company: $2,237 000) which were

not recognised under AGAAR will be
reoognissd as an expense under AIFRS,
with 2 corresponding inctease in equity
{ernployves equity-settled benefits resarve),
There is no effect on the consolidated or
the company’s iotal acuity

xij} Non-current assels held for sale
Under AASE & ‘MNon-current Agsets Hald
for Sale and Discontinuad Operations’,

a non-current asset will be classified as
held for saie if its carning amount s 1o
e recovered principally through a sale
transaction rather than throogh continued
e, The asset will bs measursd at the
ower of carrving amount and fair value,
lmss costs to sall

Applhying the policy required by AASB 5
wolld resuit in some ltams within
property, plant and scuipment being
recltassified to 'Current assats — non-
current assets classified as held for sale’
at 1 July 2004, The mesasurernsnt of

the asseis under AASE 5 would resul

i a $311.000 {oomparny: Snily fair value
reduction in opening retained samings.
There is no affect on the profit and loss of
the company of the consolidated aentity for
the financial year ended 30 June 2005,

%ii} Retained earnings

With limited exceptions adjustments
required on first-time adopiion of AIFRS
wilt be reguired 1o be recognised directly in
retained earnings at the date of fransition,



directors’ declaration

The directors declars that:

g the attachsd financial staterments and notes thereto cormply with Accounting Standards;

b} the attached financial staternents and notes thersto give & irue and fair view of the financial position and performance of the company
and the consolidated entity;

c) inthe directors’ opinion, the atfached financial staternents and notes thersto are in accordances with the Corporations Act 2001;

d) inthe directors’ opinion, there are reasonable grounds o belisve that the company will be able to pay its debts as and when they
becorme dus and payabls; and

&) the dirsctors have been given the declarstions required by 8.208A of the Corporations Act 2001,

Sigred i accordance with a resolution of the directors mads pursuant to 5.2395(8) of the Corporations Act 2001,

O behall of the directors

B D O'Callaghan 8 J Gilles
Director Director

Sydney, 23 August 2005

Drowner D Lindied




INdependent audit report

to the members of downer edi imiteg

Scope

The financial report and
directors’ responsibility

The financial report comprises the
statement of financial position, statement
of financial perforrmances, statement of
cash fiows, accompanying notes to the
financial statements, and the directors’
declaration for both Downer ED] Limited
fthe comparny) and the consolidated
antity, for the financial year ended

30 June 2005 as set out on pages

9t 51, The consolidated entity
compriges the company and the antities
it cortralled at the year's end or from
time to time during the Bnancial yvear

The directors of the cormpany ara
responsinle for the preparation and frue
and fair pressntation of the financial report
in accordance with the Corgorations Act
2001, This includes responsibility for the
maintenance of adequate accounting
records and internal comrols that are
designed o prevent and detect fraud
and error, and for the accounting policies
and accounting estimatss inherent i the
financial report,

52 Downer EDE Limited

Audit approach

We have conducted an indepsndent
audit of the financial report in order 1o
Sxpress an opinicn on it to the members
of the company. Our audit has been
conducted in accordance with Australian
Auditing Standards to provide reasonsble
assurance whether the financial report is
frea of material misstatement. The nature
of an audit is influenced by factors such
as the use of professional judgernent,
selective testing, the inherent limitations
of internaé controls, and the avaiability

of persuasive rather than conclusive
evidencs. Thersfore, an audit cannot
guarantes that aff material raisstaternants
have hesn detected.

Wa perforrned procedures to form an
opinicn whether, in all material respects,
the financial report is presentad fairly in
acoordances with the Corporations Act
2001 and Accounting Standards and
other mandatory professionat reporiing
requirernents in Australia so as o presant
a view which s consistant with our
understanding of the company’s and the
consclidated entity’s financial position, and
performance as represanted by the resulis
of their oparaticns and their cash flows,

Cuir procedures included exarmination,
on & test basis, of evidence supporting
the amounts and oiher dizclosunss in
the financial report, and the svaluation
of accounting policies and significant
accounting estimates made by the
directors.

Whils we considensd the effectivenass
of managsment's internal contrels over
financial reporting when determining the
nature and extent of our procadures,
our audit was net designed to provide
assurance on internal controls,

The audit opinion exprassad in this report
has been formed on the above basis,

Audit Opindon
I eur opinicn, the financal report of
Diorener ECF Limited s in accordance with:

{a} the Corporations Act 2001, including:

{it giving a true and fair view of
the company’s and consolidated
antity’s financial position as at
30 Jdune 20085 and of their
petformance for the year
ended on that date; and

fi

cornplying with Accounting
Standards in Austrafa and the
Corporations Regulations 2001; and

{b} other rmandatory professional
reporting requissrnents in Australia.

e BT T heapa T o — e

DELOITEE TOUCHE TOHMATSU

JA Leotta
Partner
Chartered Accountants

Sydney, 23 August 2005



corporate directory

Corporate Mead Office
Downer ED Limited

lavel 3

180 George Street

SYDNEY NSW 2000
AUSTRALIA

Tel BT 2 0251 4830
Fax: 61 2 0251 4845
Email: info@downsredi.com.ay

ABN 97 003 872 B4B

Ernginesring Division

Australia -

Division Head Office

Downer Engineering Group Pty Limited
lavel 7

76 Berry Strast

NORTH SYDNEY NSW 2080
AUSTRALEA

Tel 61 2 8966 2400
Fax: 61 2 9555 86840

ABN 16 008 016 485

New Zealand -
Dewener Connact Lid
2 Carmort Place

Mt Wellington
AUCKLAND

NEW ZEALAND

Jei: 84 5 270 6801
Fax: 84 8 270 7BBO

Hohg Keng -

Unit 130%-02, 13th Fioor
8 Chong Yip Strest
Kwun Tong

RKOWLOON

HONG KONG

Tel: 852 3520 2662
Fax: 852 2575 8745

SPG Corporation Pie Lid

2388 Thormson Road #18-00
Tower B, Novena Sauare
SINGAPCORE 307685

Jel: 65 8357 4885
Fax: 65 6357 4188

The expressions “Downer EDE,
Diovwenar §-"1“ FIREN
ifrasirct
le' “w’; [

infrasiructure Division

Australia -

Division Head Office

Works Infrastructurs Pty Btd
Level 11, 468 St Kilds Road
MEE BOURNE WVIC 3000
AUSTRALIA

Tel: 61 3 8364 0800
Fax: 61 3 9564 0801

ABN 66 008 7085 608

New Zealand -

Division Head Office
Works Infrastructurs Lt
14 Amaelia Earhart Avenus
Airport Oaks

AUCKEAND

NEW ZEALAND

Tel: B4 9256 9810
Fax: 64 9 256 9811

Mining Division

Australia -

Division Head Office

Rache Mining Pty Limited

86 River Terrace

KANGAROD POINT LD 4169
AUSTRALIA

Tel: 617 3245 6666
Fax: 61 7 35383 0733

ABN 46 004 142 223

Rail Division
Australia -

Division Head Office
ED Rail Pry Ltd

2B Factory Strest
GRANVILLE NSW 2142
AUSTRALIA

Tel: 61 2 86357 8288
Fax: 61 2 9637 6783

ABN 82 000 002 031

Resource Services Division

Australia -

Bhivision Head Office
Century Drifling Limited
48 Camphbel Avenue
WACCL GLD 4078
AUSTRALIA

Tel: 817 3879 3353
Fax: 61 7 3878 3322

ABN 25 002 975 438

New Zealand -
Century Drifling & Energy
Services (NZ) Lid

1668 Karetoto Road
WAIRAKE

NEW ZEALAND

Tel: 8473760422
Fax: 64 7 374 8508

indonesia -

BT Century Dinamik Driling
Chase Flaza 14th Flaor

JIo Jenderat Kav 21
JAKARTA 12920
INDONESIA

Tel: 8221520 1518
Fax: 62 21 520 1840

Bangladesh -
Century Bangladesh
Century House
House Ne. 10
Road No.§
Baridhara

DHAKA, 1212
BANGLADESH

Tel: +880 2 8B2 5794
Fa: +880 2 881 4087







