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STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT
2004 2003 2004 2003

Note $000 $000 $000 $000
Sales revenue 2 2,707,302 2,464,304 - -
Cost of sales {2,053,012) (1,891,145} - -
Gther revenues from ordinary activities 2 386,705 35,885 16,388 34,040
Expenses from ordinary activities 2 {613,173} (552,410} {18,798) (78,489
Share of net profits of associates and joint
ventures accounted for using the equity method 33, 34 17.293 26,684 - -
Proceeds from sale of non current assets 2 12,717 303,445 785 -
Book cost of non current assets sold 2 {11,718} {188,097} {822) -
Other expenses - write down of assets & provisions 2 {44,180} {24,958} - -
Other expenses - wiite off of prior period deferred costs 2 - {7,340 - -
Profit from ordinary activities before
borrowing costs and income tax expense 51,924 166,370 {2,447) (44,449}
Interast revenue 2 17,015 14,455 27,363 34,795
Borrowing costs 2 {27,007} {33,400} {26,902) (27,808}
Profit from ordinary activities
hefore income tax expense 41,932 147,425 {1,986) (37,462
Income tax expense refating to ordinary activities 3 {12,178} {38,558} {1,340) a7
Profit from ordinary activities after income 1ax expense 29.754 108,869 {3,326) (37,415}
Net profit atiributable to outside equity interest {5,905} {6,909} - -
Net profit atiributable to members of the parent entity 21 23.849 101,960 {3,326) (37,415}
Net exchange differsnces on translation of financial
statements of foreign controlied entities 20 890 {10,860} - -
Adiustment to retained earnings on adoption
of revised accounting standard AASB1028 21 - {810} - -
Total revenues, aexpenses and valuation adjustments
attributable to members of the parent entity
recognised directly in equity 680 {11,670) - -
Total changes in equity other than those resulting
from transactions with owners as owners
attributable to members of the parent entity 24.539 90,280 {3,328) {37,415}
Basic earnings per share (cents per share) 37 3.6¢ 16.2¢
Diluted earnings per share {cents per share) 37 3.6¢ 16.0¢

The accompanying notes form an integrat part of this statement of financiat performance.



STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2004

CONSOLIDATED PARENT
2004 2003 2004 2003

Note 5600 $000 $00G $000
CURRENT ASSETS
Cash assets 389,298 428,225 65,522 56,669
Receivables 4 646,408 495 565 616,684 889274
Livestochk 5 36,391 43,8638 - -
inventories i 266,314 207,153 - -
Other 13 119,936 121,030 360 274
TOTAL CURRENT ASSETS 1,458,347 1,295 611 682,666 746,217
NON CURRENT ASSETS
Recelvables 4 75,002 112,888 - -
Foresiry g 12,643 10,480 - -
ventories i 70,349 71,705 - -
investments accounted for using the equity method 8 250,908 219,491 68,800 55,250
Other financial assets Q 23,371 12,968 208,293 206,743
Property, plant and equipment 10 228,582 168,480 287 1.136
intangibles 11 123,805 138,176 - -
Deferred tax assets 12 43,332 45 315 35,563 -
Other 13 94,940 87 513 2,111 2702
TOTAL NON CURRENT ASSETS 972,932 B67,016 315,054 265831
TOTAL ASSETS 2,421,279 2162627 997,620 1,012,048
CURRENT LIABILITIES
Payables 14 825,023 628,292 120,901 113,753
interest bearing Habilities 15 58,416 792,506 - 20,000
Current tax llabilities 16 24,859 38,039 17,396 -
Provisions 17 158,062 114,972 - -
TOTAL CURRENT LIABILITIES 1,066,360 861,709 138,297 133,753
ONON CURRENT LIABILITIES
Payables 14 21,635 12 577 21,635 12577
interest bearing Habilities 15 326,999 344 345 330,872 339,930
Deferred tax labilities i8 30,938 27,083 26,420 -
Provisions 17 14,189 15,486 - -
TOTAL NON CURRENT LIABILITIES 403,761 399,491 378,927 352,507
TOTAL LIABILITIES 1,470,121 1,261,200 517,224 486,260
NET ASSETS 961,158 801,427 480,396 525788
EQUETY
Parent entity interest
Contributed equity 19 446,920 437 207 448,920 437,207
Reserves 20 54,265 {10,513} - -
Retained profits 21 388,969 416 899 33,476 88 581
TOTAL PARENT ENTITY INTEREST IN EQUHITY 890,154 843,593 480,396 525788
Outside squity interest 23 71,004 57 834 - -
TOTAL EQUITY 961,158 801,427 480,396 525788

The accompanying notes form an integral part of this statement of financial position.



STATEMENT OF OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT

2004 2003 2004 2003
$000 $000 50090 $000
Inflows inflows inflows Inftows
Note  {Outflows) {Outflows) {Outflows) {Outflows}

CASH FLOWS FROM OPERATING ACTIVITIES
Recsipts from customers 7,420,780 0,650,835 - -
Payments to suppliers and employees {7,258,316) {6,675 688} {20,498) (13,250}
Dividends received 11,208 22,337 10,302 8,516
Interest received 16.640 12,433 1,450 2,402
Interest and other costs of finance paid {33,150} {33,400} {26,210) (27,808}
GST paid (net) {34,8186) {33,800} 654 (845}
Income taxes {paid} {20,282) {11,258} {6,430) {2,004}
Gther operating inflows 19.080 12,946 {757) 1,063
Net operating cash flows 24{a) 121,144 {55,590} {41,489) (32,016}

CASH FLOWS FROM INVESTING ACTIVITIES
Payment for property, plant and equipment {35,260} {41,879} {9) {35}
Payment for investrments {63,073) {30,771} {15,400) (12,100}
Payment for design and development capitalised {20,750} {34,833} - -
Proceeds from sale of property, plant and equipment 3,626 12,432 785 -
Proceeds from sale of investments 9.091 291,013 - -
Proceeds from sale of other assels 679 - - -
Loans from/{to) controlled entities - - 126,708 (24,744}
Loans 1o associated entities {9,124} {2,409} - {B412}
Repayment of loans by associated entities 3,632 - - -
Repayment of loans by related parties 2,350 - - -
Loans to third parties {320} {6,847} - -
Loans repaid by third parties - 4,162 - -
Loans to growers {14,483) {5,243} - -
Loans repaid by growers 4.729 7586 - -
Loans to employees {8,490} {8 857} {268) {177}
Payment for controlled entities, net of cash acquired 41 - 3,426 - -
Net investing cash flows {117,393) 186,850 112,416 (37,568}

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of shares 3,257 46,669 3,257 45,669
Proceeds from borrowings 24 882 28,740 - -
Repayment of borrowings {39,744) {24 650} {20,600) (15,000}
Principal repaviments of lease liabilities {995) {743} - -
Dividends paid {47,472) {45,100} {45,331) {42,459}
Proceeds from rights issue by controlled entity (net) 17,394 - - -
Net financing cash flows {42,678B) 4,918 {62,074) (10,790}
Net increase/{decrease) in cash held {38,927} 136,176 8,853 (80,374}
Cash at the beginning of the financial year 428,225 282,049 56,669 137,043
Cash at the end of the financial year 389,298 428,225 65,522 56,669

The accompanying notes form an integrat part of this statement of cash flows.



NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 1 STATEMENT OF SIGNIFICANY ACCOUNTING POLICIES

{a}

{b}

{c}

{d}

Basgis of accounting

The financial report is a general-purpose financiat report, which has been prepared in accordance with the
reguirernents of the Corporations Act 2001 including applicable Accounting Standards. Other mandatory
professional reporting requirements {(Urgent [ssues Group Consensus Views) have also been complied with.

The financial report has been prepared in accordance with the historical cost convention, except for livestock and
forestry plantations, which are self-generating and regenerating assets and are measured at net market value.

The accounting policies used are consistent with those applied in the 30 June 2003 annual report.

Principles of consolidation

The consolidated financial steterments include the financial statements of the parent entity, Futuris Corporation
Limited, and its controlled entities, referred to collectively throughout these financiat statements as the
“Consolidated Entity”.

All inter-entity balances and transactions have been eliminated. Where an entity either began or ceased to be
controlted during the veatr, the results are included only from the date control commenced or Up to the date control
ceased.

Financial statements of foreign controlled entities presented in accordance with overseas accounting principles are,
for consolidation purposes, adjusted 1o comply with group policy and generally accepted accounting principles in
Australia.

Foreign currency translation

Foreign currency transactions during the period are converted to Australian currency at the rates of exchange
applicable at the dates of ransactions. Foreign currency balances outstanding at balance date are converted at the
rates of exchange ruling on that date and realised gains and losses arlsing from conversions of foreign currency
amounts pavable and receivable are reflected in the profit from ordinary activities.

Exchange differences are deferred in the statement of financial position where they relate to a transaction
designated to hedge the purchase or sale of goods and services to occur subsequent to balance date. The financial
statements of forelgn controlled entities that are considered self-sustaining are translated using the current rate
method. Exchange differences arising upon translation are taken to the foreign currency transiation reserve.

Taxes

income Tax

Tax effect accounting is applied using the liability method whereby the income tax charged in the statement of
financiat performance is matched with the accounting profit after allowing for permanent differences. Income tax on
timing differences, which arise from Hems being brought 1o account in different periods for income tax and
accounting purposes, is catried forward in the statement of financial position as a deferred tax asset or deferred tax
Hability.

Future income tax benefits relating to entities which incur losses, are brought to account where realisation of the
benefit is considered to be virtually certain.

No provision has been made for withholding tax on unremitied sarnings of foreign incorporated controlled entities as
such profits are congidered to be permanently invested.

Tax Consofidations

Futuris Corporation Limited {Futuris) is the head entity in the tax consolidated group comprising all the Australian
resident wholly owned controlted entities set out in note 32, The implementation date for the tax consolidated
group is 1 July 2003. The company intends to advise the Commissioner of Taxation of its intention to form a
consotidated group by the due date.



NOTES TC THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 20684

NOTE 1 STATEMENY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

{di Taxes {continued)

Tax Consolidations {continued)
The head entity recognises all of the current and deferred tax assets and liabilities of the tax consolidated group.

The tax consolidated group has entered into a tax funding agreement that requires wholly owned subsidiaries to
make contributions to the head entity for tax liabilities and deferred tax balances arising from external transactions
occurring after the implementation of tax consolidations and provides for the transition of subsidiaries into the tax
consolidated group. The contributions are calculated as a percentage of laxable income as if each subsidiary is &
stand alone entity. Contributions are payable following payment of the Habilities by Futuris. The assets and
liabitities arising under the tax funding agreement are recognised as intercompany assets and liablities with a
consequential adjustment to income tax expense or benefit.

The tax consolidated group has also entered into a tax sharing agreement pursuant to which the wholly owned
subsidiaries may be required to contribute to the tax liabilities of Futuris Corporation Limited in the event of default
by Futuris, of upon leaving the group.

Goods and Services Tax (GST}
Revenues, expenses and assets are recognised net of the amount of GST except:

» where the GST incurred on a purchase of goods and services is not recoverable from the taxation authority, in
which case the GST is recognised as part of the cost of acquisition of the asset or as part of the expense item as
applicable; and

+ receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, of pavable to, the taxation authotity is included as part of receivables of
payables in the statement of financial position.

Cash flows are included in the statement of cash flows on a gross basis and the GST component of cash flows
arising from investing and financing activities, which is recoverable from, of payable to, the taxation authority are
classified as operating cash flows.

Commitrnents and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the
taxation authority.

Leases

Leases are classified at their inception as either operating or finance leases based on the ecohomic substance of
the agreement 80 as to reflect the risks and benefits incidental to ownership.

Assels acquired under finance leases are capitalised by recording an initial asset and liability equal to the present
value of the minimum lease payments including any guaranteed residual velues. Leased assets are amortised over
their expected useful lives using the straightline method. Lease payments are allocated between interest expense
and lease Hability. Operating leases are not capitalised and rental payments are expensed in the period in which
they are incurred.

Gains or losses on the sale and leaseback of assets are deferred and amortised over the lease term when the
leaseback is a finance lease. When the leaseback is an operating lease, gains of losses representing the
difference between the fair value and the carrying amount of the asset at the time of the sale are included in
operating profit. Gains or losses representing the difference between the selling price and fair value of the asset
are deferred and amortised over the term of the leass.



NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 1 STATEMENT OF SIGNIFICANY ACCOUNTING POLICIES {continued)

)

(g

{h}

(i}

Property, plant and equipment
Property, plant and equipment is carried at historical cost.

The directors have a policy of valuing land and buildings at least every three years. The assessed value of land and
buildings is disclosed as a note fo the financial statements.

Property, plant and equipment, excluding freehold land, are depreciated over thelr useful economic lives as follows:

Life Method
Buildings 50 years Straight line
Leasehold improvements Lease term Straight line
Plant and equipment - owned 3 to 10 years Straight line
Plant and eqguipment - leased Lease term Straight line

The useful lives are consistent with those of the prior year.

Any gain of [0ss on the disposal of revalued assets is determined as the difference between the carrying amount of
the asset at the time of disposal and the proceeds of disposal, and is included in the result of the consolidated
entity in the period of disposal.

inventories

inventories, other than livestock and plantations, are valued at the lower of cost and net realisable value, Cost is
determined on the first in, first out basis, and comprises the cost of purchase including costs of bringing the
inventories 1o tocation. In the case of manufactured goods, direct materials, direct labour costs, vatiable overhead
and a portion of fixed overhead costs allocated on the basis of normal operating capacity are included.

Freehold property held by the consolidated entity for development and resale is valued at the lower of cost and net
realisable value.

Livestock and plantations, which are considered to be self-generating and regenerating assets, are measured at net
market value with market value increments or decrements included in the net profit.

Borrowing costs that are directly attributable to property held for development and resale are capitalised as part of
the cost of those assets (hote 2).

Livestock

The consolidated entity holds self generating and re-generating assets (SGARA) in the form of livestock, namely beef
cattle. SGARA livestock are measured at net market value, which has been determined based upon cattle prices at
patance date, less selling and transport costs.

Forestry plantations

The consolidated entity has interests in forestry plantations through plantation areas established and maintained by
a controfled entity. Forestry plantations owhed by the consolidated entity are valued at net market value and
nerements and decrements in net market value are recognised in the statement of financial performance in the
financiat petiod in which they ocouwr.

Net market value is determined as follows:

Up until the time at which an initiat formal inventory is conducted in respect of the forestry plantation {expected to
be after four years) by applying historical costs; and thereafter and in the period up untill the harvest of timber -
ncrements and decrements ih value based on the growth of timber volume at anticipated net market values.

There is no active and liquid market for immature forestry plantations by which an open market value can be readily
determined. In these circumstances, net market value is based on forecast plantation growth and yield to maturity.
insurable values accepted by an independent underwriter in respect of forestry plantations on which an initial formad
inventory has been completed are considered at present to fairly represent the net market value of such forestry
piantations.



NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 1 STATEMENY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

{3}

{}

{r

T

Deferred expenses

Design and development costs and in process design and development acquired, are deferred when they relate to
the securing of a supply confract. Deferred design and development costs are amortised from the commencement
of commercial production on a straightdine basis over the period of the expected benefit. These design and
development costs are autornotive related and predominantly represent engineering costs incurred in developing
products under awarded contracts.

Gther items of expenditure having a future benefit are amortised over the periods to which they relate.

Intangibles - Brand names

Brand names, which are considered 1o have an indefinite life, are not amortised. The carrying values of all brand
names are reassessed at each balance date and written down to their recoverable amount if required. Expenditure
incurred in developing, maintaining or enhancing brand names is expensed in the year in which |t is incurred.

Intangibles - Goodwill on acquisition
Goodwill representing the excess of the purchase consideration over the fair value of identifiable net assets

acquired is amortised on a straight-line basis over periods from 3 to 20 years dependent upon the period over which
benefits are expected to arise. The carrying value of goodwill is reassessed at each balance date.

I establishing the fair value of the identifiable net assets acquired, a liability for restruciuring costs is only
recoghised st the date of acquisition when there is a demonstrable commitment and & detailed plan. The Hability is
only recognised where there is little or no discretion to avoid payments to other parties as costs of the restructuring
and a reliable estimate of the amount of the liabllity as at the date of acquisition can be made.

Recoverable amount of non-current assets

Not-current assets are reviewed at least annually to determine whether thelr carrying amounts require write down to
recoverable amount. Recoverable amount is determined using net cash flows discounted to present values, using a
matket determined risk adjiusted discount rate of 9%.

Associated entities

Interests in associated entities are brought to account using the equity method. Under this method, the investment
in associates is intially recognised at #ts cost of acquisition and its carrying value is subsequently adjusted for
increases or decreases in the investor's share of postacquisition results and reserves of the associate, adjusted
for any differences in the accounting policies of the consolidated entity. The investments in associated entities are
decreased by the amount of dividends received or receivable. Ihvestments in assoclates are carried at the lower of
the equity accounted amount and recoverable amount.

Joint venture entities

Interests in joint venture entities are accounted for by applying the equity method of accounting in accordance with
accounting standard AASB1016 "Accounting for Investments in Associates”. The consolidated entity identifies joint
venture entities where the consolidated entity is in a position of joint control over the entity.  Investments in joint
venture entities are carred at the lower of the equity accounted amount and recoverable amount.



NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 1 STATEMENT OF SIGNIFICANY ACCOUNTING POLICIES {continued)

{p}

{a}

{t}

Other investments

interests in non-subsidiary, non-associated corporations are included in other financial assets at the lower of cost
and recoverable amount. Dividend income is brought 1o account when declared.

Employee entitlements

Provision is made for benefits accruing to employees in relation to long service leave and annyal leave together with
associated employment on-costs in respect of services provided by employees up 1o the reporting date.

Provision for annual leave and the current portion of long service leave together with the associsted employment on-
costs are measured at their nominal amounts based on remuneration rates expected 1o be paid when the Hability is
settted. The non-current portions of long service leave and its associated employment on-costs are measured at
the present value of estimated future cash flows. No provision is made for nonvesting sick leave as the anticipated
patiern of future sick leave taken indicates that accumulated nonvesting leave will never be paid.

Current Australian accounting standards do not require equity based compensation payments, including share
options, 1o be recorded as an expense in the statement of financial performance. Consequently the value of
options issued 1o emplovees during the vear is not charged as an expense.

Provisions

Provisions are recoghised when the consolidated entity has a legal, equitable or constructive obligation to make a
future sacrifice of economic benefits to other entities as a result of past fransactions or other past events, it is
orobable that a future sacrifice of economic benefits will be required, and a reliable estimate can be made of the
arnount of the obligation.

Certain subsidiaries are affected by warrarty claims. Clalms are either covered by a provision for warranty, which
has been calculated based on past experience of the level of repairs and returng, or in some instances expensed as
incurred.

A provision for dividend is not recognised as a llability unless the dividends are declared, determined or publicly
recommended, on or before, reporting date.

Contributed eguity

isgued and paid up capital is recognised at the fair value of the consideration recelved. Any transaction costs
ariging on the issue of ordinary shares are recognised directly in equity as a reduction of the share proceeds.

Revenue

Revenue is recoghised to the extent that it is probable that economic benefits will flow to the entity and the revenue
can be reliably measured. The following specific recognition criteria must also be met before revenue is recognised:

Sale of goods
Control of the goods has passed 1o the buyer.

Rendering of services

Where the contract can be reliably measured, control of the right to be compensated for the services and the stage
of completion can be reliably measured. Stage of completion is measured by reference to the labour hours incurred
to date as a percentage of total estimated labour hours for each contract. Where the contract outcome cannot be
reliably measured, revenue is recognised only to the extent that costs have been incurred.

interest and dividend income
Control of the right to receive the interest or dividend payment.



NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 1 STATEMENY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

{u) General insurance activities

Accounting policies in relation to general insurance activities are as follows:

Franchise fees

Franchise fess are brought to account as revenue in accordance with the terms of the franchise agreement when
substantially all obligations atlsing from the franchise arrangements have been fulfilled. Franchise fees are non-
refundabie to the franchisee.

Premium revenie

Premium revenue is recognised as earned from the date of attachment of risk, and brought to account over the term
of the policy or indemnity period where this closely approximates the pattemn of risk. It comprises amounts charged
to policy holders or insurers and reinsurers, and includes fire service levies but excludes stamp duties collected.
The pattern of recognition over the policy or indemnity periods is based on time, which is considered 1o closely
approximate the pattern of risk underwritten.

Outwards reinstiranos premiums

Gutward reinsurance premiums are recognised as an expense in accordance with the pattern of reinsurance service
received. Accordingly, a portion of outwards reinsurance premium is treated at the reporting date as a prepayment.
Reinsurance recoveries are recognised as revenue for clalims incurred. Recoveries receivable are measured as the
present value of the expected future receipts, calculated on the same basis as the Hability for cutstanding claims.

Commission revenue associated with outward reinsurance is deferred over the term of the underlying insurance
policy of indemnity period consistent with the ongoing treaty arrangements.

Acquisition costs

Insurance policy acquisition costs are deferred and amortised systematically over the financial vears during which
future benefits are expected. Deferred acquisition costs are carried at the lower of cost and recoverable amount. A
write down to recoverable amount is recognised when the present value of expected future claims (including
settlement costs) in relation to the business written exceeds related unearned premiums.

Claims pavable

Provision is made for the present value of expected future payments attributable to outstanding claims. The
discount factor used is an appropriale market-determined risk adiustment rate. Claims oulstanding are estimated
by independent actuatial review with consideration to individual claim files and sstimating unnotified claims and
settlement costs using statistics based on past experience and trends.

Construction contracts

Profit is recognised on construction confracts in proportion to the stage of completion when it is probable that the
economic benefits arising from the contracts will flow to the consolidated entity, the costs attributable to the
contract to date can be clearly identified, and when the costs to complete the contract can be reliably estimated.
Stage of completion is determined based on engincering determinations.  Any material losses on construction
contracts are brought to account as soon as they are considered probable.



NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 1 STATEMENT OF SIGNIFICANY ACCOUNTING POLICIES {continued)

{w) Earnings per share

{x}

Basgic earnings per share is calculated as het profit atiributable to members, adjusted to exclude costs of servicing
equity {other than dividends) and any preference share dividends, divided by the weighted average number of
ordinary shares, adjusted for any bonus element.

Diluted earmings per share adjusts the basic earnings per share calculation for the after income tax effect of
dividends and interest associated with the dilutive potential ordinary shares and other non discretionary changes in
revenues of expenses during the period that would result from the dilution of potential ordinary shares.

Cash

For the purposes of the statement of cash flows, cash includes cash on hand and in banks and investraents in
money market investments, net of outstanding bank overdrafts.

Cash at year end includes $130,162,000 (2003: $101,455,000) of insurance cash, the use of which is subject to
restrictions in accordance with the Insurance Act and Chapter ¥ of the Corporations Act 2001 (Cwth).

Cash also includes $13,818,000 (2003: $7,191,000} of cash held in trust on behalf of certain controlled entities.

Securitisation

For working capital management purposes the consolidated entity sells certain eligible receivables to a third party.
The sale is made on an offer and acceptance basis and includes the transfer of credit risk to the third party. Costs
of this arrangement are charged as an expense.

HE



NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT
2604 2003 2004 2003
NOTE 2 REVENUE AND EXPENSES $000 5000 $000 $000
Sates revenue:
Sale of goods 2,314,848 2,119,301 - -
Commission and other gelling charges 232,417 208,579 - -
Construction contract revenue 33,601 33,378 - -
insurance premium revenue (note 25) 100,852 74,648 - -
Other sales related income 25,5684 27,398 - -
2,707,302 2,464 304 - -
Other revenue:
Dividends
- Other persons 869 &6 - 42
- Controlled entities - - - 20,351
- Associated entities - - 10,302 8,474
Rent 16,225 4,453 126 -
Other 19,611 31,368 5,966 5173
36,705 35,885 18,388 34,040
interest revenue:
- Gther persons 14.313 12,433 1,450 2,402
- Controlled entities - - 25,913 32,383
- Associated entities 2,702 2,022 - -
17,015 14,455 27,363 34,795
Share of net profits of associates and joint venturss
accounted for using the equity method 17,293 26,684 - -
Procesds from sale of non current asssts 12.717 303,445 785 -
Total revenues from ordinary activities 2,791,032 2,844 773 44,536 88,835
Depreciation and amortisation of:
Property, plant and equipment 21.632 17,499 35 42
Goodwill 8,239 9,446 - -
Leased assets 1,951 1.044 i i
Design and development 14,186 24,774 - -
Patents, trademarks and other 197 22 - -
46,205 43,785 36 43
Other expenses:
Distribution expenses 352,047 325,384 - -
Marketing expenses 22,159 7.513 - -
Occupancy expenses 12,959 14,701 952 923
Administrative expenses 86,528 84,149 17,846 11,324
Other expenses 139,480 123 663 - 66,242
613,173 552 410 18,798 78,489
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT
2004 2003 2004 2003
NOTE 2 REVENUE AND EXPENSES {continued) $000 $000 $G00 $000
Borrowing costs:

Interest expense - other persons 29,371 30,387 24,737 25,099
Interest axpense - controlied entities - - - a3
finance lease charges 189 373 - -
Amortisation of borrowing costs 631 593 631 593
Other borrowing costs 2,959 2,047 1,634 1,123
33,150 33,400 26,902 27,808
Less borrowing costs capitalised {hote 1{g)) {6,143) - - -
27,007 33,400 26,902 27,808

Specific net gaing and (expenses):
Proceeds on sale of property, plant and equipment 3,626 12,432 85 -
Book cost of property, plant and equipment sold {3,489} {11,759} {822) -
Profit {loss) on sale of property, plant and equipment 137 G673 (37) -
Proceeds on sate of investrnents 9,091 291,013 - -
Book cost of investments sold {8,229} (176,338} - -
Profit on sale of investments 862 114,875 - -
Write down of BWK equity investments {26,000} - - -
Provision for doubtful debts {15,000} - - -
Redundancy costs {2,000} - - -
Share of costs incurred in bidding for Stanbroke {1,190} - - -
Loss oh disposal of investment - {1,800} - -
Divestrnent and restructuring costs - {5,443} - -
Business interruption costs - {2,052} - -
Write down of carrying value of non current assets - {10,415} - -
Provision for claims {current) - {5,176} - -
(44,190} (24,956) - .
Write off of prior period deferred insurance retainers - {5,743} - -
Write off of other prior petiod deferred costs - {1,627} - -
- {7,340} - -
Cperating leases - minimum lease payments {52,327} {59,159} {202) {317}
Provision for doubtful debts and had debts written off {4,157} {4,810} - -
Foreign exchange 1osses {net} {1,044} {40} - -
Controlled entity debt release - - - 68,242
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT

2604 2003 2004 2003
NOTE 3 INCOME TAX $000 5000 $000 $000
The difference between the income tax expense in the
statement of financial performance and the prima facle
income tax expensge is reconciled as follows:
Profit {foss) from ordinary activities 41,832 147425 {1 986) (37.462)
Prima facie income tax expense (benefit) at 30% (2003: 30%) 12,580 44 228 {696} {11,239)
Tax effect of permanent differences:
Share of associate profits {5,188} {8,005} -
Non assessable (profits}/losses {1,431) {1,390) - 19,873
Non deductible investment write down 6.821 - - -
Non deductible depreciation and amortisation 2,283 2,588 - -
Non deductible other expenses 910 1.888 3 4
Concessional deductions {202) {216} -
Rebateable dividends {164} {3} {3,091} {8,648}
Over provision for tax in prior years {3,431) {834} 5,024 (37}
income tax expense {benefit) atiributable to
profit (loss) from ordinary activities 12,178 38,556 1,340 {47y
Estimated future income 1ax benefits attributable to tax
fosses not recognised in the financial statements as
realisation of the benefits is not virtually certain at 30% 10,860 31,082 - -

These tax losses are generally guarantined within certain entities within the consolidated entity and are not readily
available to all entities in the consolidated entity.

Futtre income tax benefits arsing from tax losses will realise a future benefit only if:

fa) certain companies in the consolidated entity derive future assessabile income of a nature and of an amount sufficlent
to enable the benafit from the deduction of the losses to be realised;

tb) certain companies in the consolidated entity continue to comply with the conditions for deductibility imposed by the
law; and

fc) no change in tax legislation adversely affects the ability of certain companies in the consolidated entity to realise the
henefit from the deductions for the losses.

As a consequence of the substantive enactiment of the tax consolidation legislation and the consolidated entity’s
implementation date being 1 July 2003, the consolidated entity has applied UG 52 “Income Tax Accounting under the
Tax Consolidation System”.

in Futuris Corporation Limited, the effect of the initial adiustments at 1 July 2003 is:
+ an increase in deferred tax Habilities transferred from wholly owned subsidiaries in the tax consolidated group of $24m;
+ an increase in current tax liabllities of $37m

* a tax related intercompany receivable of $18m:

* an increase In deferred tax assets of $43m; and

« nit effect on tax expense.

ih Futuris Corporation Limited, the total effect for the year ended 30 June 2004 is:

+ an increase in deferred tax liabilities of $26m:

+ an increase in current tax liabilities of $22m;

+ an increase in tax related intercompany receivables of $14m;

+ an increase in deferred tax assets of $36m,; and

+ pil effect on tax expense.

The head entity, Futurls Corporation Lirnited, recognises all current and deferred tox assets and Habilities of the tax
consolidated group.



NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT
2004 2003 2604 2003
NOTE 4 RECEIVABLES $000 $000 $CG00 $000
CURRENT
Trade debtors (a) 574,433 417,056 - -
Provision for doubtful debts {24,754} {13,112} - -
549,679 403,044 - -
Amounts receivable from:
- controlled entities - - 814821 687770
- associated entities {c} 24,662 8,804 826 771
24,662 8894 815,647 688541
finance debiors 1,980 14,028 - -
Provision for doubtful debts {324 {1,504} - -
1,656 12,524 - -
Loans to emplovees {(note 40{c}) 17,104 8 857 804 177
Other recelvables 56,763 G5,087 233 556
Provision for noh-recovery {3,456} {3,741} - -
70,411 70,203 1,637 733
646,408 495 565 616,684 6892274
NON CURRENT
Other receivables (b} 40,424 18,427 - -
Amounts receivable from associated entities (¢} 34,578 34,461 - -
75,002 112,888 - -

fa} Included in trade debtors is $67,480,000 (2003: $53,578,000) which is subject to credit insurance with vatious

terms and conditions.

(b} $8,504,768 {2003: $15,000,000) of these receivables are sectrad by a limited recourse charge over shares in an

associated entity.

fc) $36,765,000 (2003: $34,461,000) of these receivables are secured by a second ranking charge over certain assets

and undertakings of the borrower and its controlied entities.

NOTE 5 LIVESTOCK

Livestock at net market value (hote 1{h)} 36,391 43,638 - -
At balance date 38,535 head of beef cattle were on hand {2003: 49,438},

NOTE & FORESTRY

Forestry plantations at net market value {note 1{i}} 12,643 10,480 - -
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT
2004 2003 2004 2003
NOTE 7 INVENTORIES $600 5000 $000 $000
CURRENT
Raw materials and bulk stores — at cost 61,258 64,299 - -
Provigion for obsolascence {1,986) {2,662} - -
59,272 61,637 -
Work in progress — at cost 80,062 21,366 - -
Finished goods — at cost 136,280 125,248 - -
Provigion for obsolascence {3,300} {1,098} - -
126,980 124,150 - -
266,314 207,153 - -
NON CURRENT
Properties held for sale - at cost 76,323 71,800 - -
Provigion for write down {5,974} {5,195} - -
70,349 71,705 - -
NOTE 8 INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD
Listed on a prescribed stock exchange:
Associates {note 33) 179,121 115,376 - -
Untisted investments:
Associates {note 33) 28.291 35811 - -
Joint ventures {note 34} 83.496 68,304 68,800 585,250
111,787 104,115 68,800 55,250
290,908 219,421 68,800 55,250
NOTE 9 OTHER FINANCIAL ASSETS
Listed on a prescribed stock exchange:
Other antities 21,565 14,110 1,549 -
Unifisted investments:
Other entities 1,806 1.858 80 60
Controlled entities - - 214,999 214998
Provigion for diminution - - {8,315} {8,315)
1,806 1,858 206,744 206,743
23,371 12,868 208,293 206,743
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT
2004 2003 2004 2003
NOTE 10 PROPERTY, PLANY AND EQUIPMENT $000 $000 $CG00 $000
Freehold land - cost 31,461 27374 - -
Leasehold land - cost - 853 - -
Buildings
Cost 9,214 9,249 il 833
Accurnulated depreciation {1,439} {1,340} - -
7,775 7.909 il 833
Leasehold improvemesnts
Cost i6,559 14,584 i44 143
Accurntlated amortisation {3,234} {2,304} {140} {139}
13,325 12,280 4 4
Plant and equipment (owned)
Cost 243,467 194,323 827 819
Accurnulated depreciation {102,942} {83,012} {555) {(B20)
140,525 111,311 272 299
Plant and equipment (leased)
Cost 6,654 13,4587 - -
Accurntlated amortisation {4,349} {8,416} - -
2,305 5,041 - -
Assets under construction - cost 33,191 3,712 - -
228,582 168,480 287 1,136

Refer to note 15 for interest bearing Habilities secured by property, plant and equipment.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT

2604 2003 2004 2003
NOTE 10 PROPERTY, PLANT AND EQUIPMENT {CONTINUED) $000 3000 $000 $000
Reconciliations of the carrying amounts for each class of
propetrty, plant and equipment - at cost, are set out below:
Freehold land
Carrying amount at beginning of year 27.374 2,908 - -
Additions 5,837 344 - -
Acquisition through entity acquired - 25,600 - -
Disposals {1,750} {1,478} - -
Carrying amount at end of vear 31,461 27374 - -
Leasehold land
Carrying amount at beginning of year 853 1,051 - -
Additions - - - -
Disposals {853) {198} - -
Carrying amount at end of vear - 853 - -
Buildings
Catrying amount at beginning of year 7,509 10,899 833 B33
Additions 944 193 - -
Disposals {551) {2,0098) {822) -
Depreciation {B27) {285) - -
Carrying amount at end of vear 7.775 7.809 11 B33
Leasehold improverments
Carrying amount at beginning of year 12,280 19,417 4 3
Additions 2,132 2,382 i 2
Disposals {115) {9,127} - -
Amortisation {972) {392} {1} {1}
Carrying amount at end of vear 13,325 12,280 4 4
Plant and equipment
Carrying amount at beginning of year 11%.311 68,348 299 308
Additions 51,392 60,840 8 33
Acquisition through entity acquired - 1,222 - -
Disposals {1,073) {1,086} - -
Depreciation {21,105) (17,213} {35} (42}
Carrying amount at end of vear 140,525 111,312 272 299
Leased plant and equipment
Catrying amount at beginning of year 5,041 65,927 - -
Additions 2,238 - - -
Transfers to property plant & squipment owned {3,993) {1,234} - -
Amortisation {979) G52 - -
Carrying amount at end of vear 2,305 5,041 - -
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT

2004 2003 2604 2003
NOTE 10 PROPERTY, PLANY AND EQUIPMENTY [CONTINUED) $000 $000 $CG00 $000
Assets under construction
Carrying amount at beginning of year 3,712 33,427 - -
Additions 29,479 399 - -
Transfers to property, plant & equipment - {30,114} - -
Cartying amount at end of year 33,191 3,712 - -

The Directors have assessed the valuation of land, building and leasehold improvements on the basis of the open
rarket value of the assels exchanged between a knowledgeable buyer and seller. Capital gaing tax has not been taken
into account in determining the carrying amount of these assets as they are integrat to the consolidated entity’s

operations.

The aggregate falr value ascribed by Directors is not materially different to the current recorded carrying values at cost.

NOTE 11 INTANGIBLES

Patents, trade marks and Heences - at cost 3,432 1,447 - -
Accurmulated amortisation {1,262} {1,067} - -
2,176 380 - -
Goodwill - at cost 120,798 119,106 - -
Accumulated amortisation {49,563} {41,704} - -
71,235 77,396 - -
Brand names - at cost 60,400 G0,400 - -
133,805 138,176 - -
NOTE 12 DEFERRED TAX ASSETS
Future income tax benefits
- attributable to carry forward tax losses 5,027 22,841 5,027 -
- attributable to timing differences 38,305 22474 30,536 -
43,332 45315 35,663 -
NOTE 13 OTHER ASSETS
CURRENT
Insurance deferred acguisition costs 7,555 7,456 - -
Reinsurance premium ceded 78,091 78819 - -
Deferred expenses 19,834 19,028 - -
Prepayments 14,456 15,727 360 274
119,936 1241,03G 360 274
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT
2004 2003 2004 2003
NOTE 13 OTHER ASSEYS {CONTINUED) $600 5000 $000 $000
NON CURRENT
Deferred design and development expenditure
- prior periods 116.820 94,430 - -
- current period 20,124 22390 - -
136,944 116,820 - -
Accumulated amortisation {49.575) {36,015} - -
87,369 80,805 - -
Deferred borrowing expenses 7.973 7.932 7,973 7,932
Accumulated amortisation {5,862} {5,230 {5,862} {5,230
2,111 2,702 2,111 2,702
Other 5,460 4,006 - -
94,540 B7.513 2,111 2,702
NOTE 14 PAYABLES
CURRENT
Trade creditors and accruals 654.260 480,384 7117 8,628
Unearned insurance premium 146,932 128 155 - -
Unearned forestry income 29,831 9,753 - -
Loans from controlled entities - - 413,784 105,125
825,623 628,292 420,901 113,753
NON CURRENT
Net foreign currency hedge payable 21,635 12.5%7 21,635 12577
NOTE 15 INTEREST BEARING LIABILITIES
CURRENT
Finance deposits 7.522 8085 - -
Secured loans {a} 8,466 9,614 - -
Unsecured loans 41,898 39,896 - -
Lease liabiities (b) 532 1,011 - -
Unsecured notes - December 2003 - 20,000 - 204,000
58,416 72,5086 - 20,000
NON CURRENT
Secured loans {a} 2,603 2,560 - -
Unsecured loans 2,784 - -
Lease liabiities (b) 1,340 1.855 -
Convertible notes (¢} 144,972 144972 144,972 144,372
Unsecured notes {d)
- November 2006 82,133 91,191 82,133 91,191
- November 2009 63,857 B3.857 63,857 63,857
- November 2014 39,910 38,810 39,91¢ 39,910
336,999 344,345 330,872 339,330
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 15 INTEREST BEARING LIABILITIES {continued)

{a) Secwred loans are secured by various fixed and floating charges over the assets of the controlled entities concerned.
{b} Lease liabilities are secured by a charge over the leased assets.

{c} 62,500,000 subordinated unsecured redeemable corvertible notes were issued during the 2000 year. These notes
have a face value of $2.40 each and bear interest at a coupon of 7% per annum. Interest is payable six monthly in
arrears and is due for payment on 1 January and 1 July each year through, until and including, the redemption date
of 31 December 2007. The notes are convertible into fully paid ordinary shares of the Company on a 1 for 1.01695
pasis at pre determined periods over the term of the note. Ordinary shares issued upon conversion of the notes do
not rank for any dividends declared out of profits in respect of any period which ends onh or before the conversion
date. The convertible notes will participate in any rights issued by the Company and bonus issues will acerue.

Since issue 2,005,200 of the notes have been converted to equity.

{d} Unsecured notes are issued in the domestic and United States of America financial markets and are denominated in
Both Australian and United States dollars. The unsecured notes denominated in United Siates dollars have been
swapped into Australian dollars as noted in Note 38 (b). Terms of maturity vary between November 2006 and
November 2014 and interest rates vary between 6% and 7%. The noles can be repaid at an earlier date by
agreement with the regpective note holders.

CONSOLIDATED PARENT

2004 2003 2004 2003
NOTE 16 CURRENT TAX LIABILITIES £000 $000 $CG00 $000
Income tax 24,859 38,939 17,396 -
NOTE 17 PROVISIONS
CURRENT
Employee entittements (a} 35,002 29 547 - -
Insurance claims (b} 114,820 79,616 - -
Warranty 3,698 2,972 - -
Restructuring 2,356 2,486 - -
Other 2,186 351 - -

158,062 114,972 - -

NON CURRENT
Employee entittements (a} 14,189 15,486 - -

{a} All employee entitlernents for parent entity emplovees are recoghised in a controlied entity’s statement of financial
position.

{b} The weighted average term to settlement from balance date of outstanding claims Is expected to be less than 12
months.

NOTE 18 DEFERRED YAX LIABILITIES

Deferred income tax Hability
— attributable to timing differences 30,938 27,083 26,420 -
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT
2004 2003 2004 2003
NOTE 19 CONTRIBUTED EQUITY $000 3000 $000 $000
issued and paid up capital
659,138,427 ordinary shares (2003: 652,293,766) 446,920 437,207 448,920 437,207
Movements during the year: 2004
Number $000
Opening balance 652,293,766 437,207
Conversion of options 2,546,500 3,257
Dividend reinvestrent plan 4,298,161 6,456
Closing balance 659,138,427 446,920
Movements in prior year: 2003
Nurnber 3000
Opening balance 614,870,776 383,928
isgue of capital to Salim Group 31,819,147 46,058
Conversion of options 465,000 611
Dividend reinvestrent plan 5,138,873 6,610
652,293,766 437 207
At 30 June 2004, the following options were on issue:
200,000  exercisable for 200,000  ordinary shares at $1.39 by 1 October 2004
175,000 exercisable for 775000 ordinary shares at $1.61 by 1 October 2005
2,800,000 exercisable for 2,800,000 ordinary shares at $1.61 by 1 October 2005
135,000 exercisable for 135000 ordinary shares at $1.88 by 22 October 2006
3,100,000 exercisable for 3,100,000  ordinary shares at $1.23 hy 24 October 2007
250,000 exercisable for 250,000  ordinary shares at $1.51 by 31 October 2007
350,000 exercisable for 350,000 ordinary shares at $1.71 hy 7 October 2008
2,000,000 exercisable for 2,000,000 ordinary shares at $1.37 by 1 july 2013
9,610,000 9,810,000
Options issued since the end of the previous financial vear:
250,000 exercisable for 250,000  ordinary shares at $1.51 by 31 October 2007
350,000  exercisable for 350,000  ordinary shares at $1.71 by 7 October 2008
2,000,000 exercisable for 2,000,000  ordinary shares at $1.37 by 1 july 2013
2,600,000 2,600,000
Options exercised since the end of the previous financiat yvear:
106,000  exercised for 100,000  ordinary shares at $1.61 by 1 October 2005
250,000 exercised for 250,000  ordinary shares at $1.39 by 1 October 2005
250,000 exercised for 275,000  ordinary shares at $1.39 by 1 October 2005
315,000 exercised for 346,500 ordinary shares at $1.39 by 1 October 2003
1,000,000 exercised for 1,100,000  ordinary shares at $1.31 by 26 October 2003
475,000  exercised for 475000  ordinary shares at $1.39 hy 1 October 2004
2,380,000 2,546 500
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 19 CONTRIBUTED EGUITY {continued}

Cptions lapsed or cancelled since the end of the previous financial vear:
25,000 exercisable for 25000 ordinary shares at  $1.23
200,000 exercisabie for 200,000 ordinary shares at $1.61
553,000 exercisable for 550,000 ordinary shares at  $1.68
2,000,000 exercisable for 2,000,000 ordinary shares at  $1.68
106,000  exercisable for 100,000 ordinary shares at $1.23

2,875,000 2,875,000
CONSOCLIDATED PARENT

2004 2003 2604 2003
NOTE 20 RESERVES £000 $000 $CG00 $000
Asget revaluation regerve:
Gpening balance - - - -
Share of associates’ reserve increments
arising during the vear (a) 64,088 - - -
Closing balance 64,088 - - -
Foreigh currency transiation reserve:
Gpening balance {10,513} 347 - -
Net exchange differences on translation of
financial reports of foreign controlled entities 690 {10,860} - -
Closing balance {9,823} {10,513} - -

{a} The consolidated entity has taken up its share of the revaluation of rural property assets underiaken by its
associate, Australian Agricultural Company Ltd. The effect is to increase both investments and the asset revaluation
reserve by $64.1m.

NOTE 21 RETAINED PROEITS

Retained profits at the beginning of the financial year 416,899 364,818 88,581 175,065
Net profit attributable to members 23,849 101,960 {3.326) (37.415)
Dividends provided for or paid {51,779} {49,069y ({B1,779) (48.0869)
Adiustment to retained earnings for revised accounting

standard AASB1028 Employee Benefits - {810} - -
Retained profits at the end of the financial year 388,969 416,899 33476 88,581
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED BARENT
2004 2003 2004 2003
NOTE 22 DIVIDENDS $000 5000 $000 $000
ay Dividends proposed
Partly franked dividend of 4¢ per share 26,366 26,092 26,366 26,082

After year end the directors have declared a 4 cent partly franked {to 75%) dividend, pavable on 27 October 2004, At
year end no provision for this dividend has been raised.

b} Dividends paid during the year
Current year interim
- partly franked (to 75%} dividend of 4¢ per shars 25.969 24 474 25,969 24,474

Previous vear final
- partly franked (to 75%} dividend of 4¢ per shars 25.810 24 595 25,816 24,595

51,779 49,089 51,779 49,069

¢} Franking credit balance 16,984 18,569 - -

The above amounts represent the balance of the franking account based upon a tax rate of 30% {2003 30%;) as at the
end of the financial year, adjusted for:

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

{b) franking debits that will arise from the payment of dividends as st the end of the financial yvear;

fc) franking credits that will arise from the receipt of dividends recognised as receivables at the reporting date; and
() franking credits that may be prevented from being distributed in subsequent financial vears.

The consolidated amounts include franking credits that would be available to the parent entity if distributable profits of
controlied entities were paid as dividends.

CONSOLIDATED PARENT
2004 2003 2004 2003
NOTE 23 OUYSIDE EQUITY INTERESTS $000 3000 $000 $000
Outside equity interests comprise interests
in the following items:
Contributed equity 51,668 33,440 - -
Retained earnings 19,336 24 424 - -

71,004 57.834 - .




NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT

2004 2003 2604 2003
NOTE 24 NOTES TO STATEMENT OF CASH FLOWS $000 $000 $CG00 $000
{a} Reconciliation of profit from ordinary activities after
income tax to net operating cash flows
Profit from ordinary activities after income tax expense 29,754 108,869 {3,326) (37,415)
Depreciation and amortisation 46,205 49 785 36 43
Share of associates’ and joint venture profit {17,293} {26,684} - -
Dividends from associates 10,339 22,271 - -
Movement in provision for:
- doubtful debts 10,462 2,285 - -
- employes entitiements 4,002 {4,254} - -
- other 2,587 {3,178} - -
- wwestment write down 26,608 - - -
Pravision for write down in properties held for resale - 8,195 - -
Future income tax benefits 1,983 {3,633} - -
Pravision for deferred income tax 3,850 10,300 - -
Provision for tax {14,080} 21,789 - {2,244}
Net profit on sale of non-current assets {999} (115,348} 37 -
Other non cash items 690 {10,859} - -
Gperational cash flow generated 104,113 57,540 {3,253) (39,513}
Change in operating assets and Habilities net of effects of
acquisitions and disposals of entities and the consolidation
of controlled entities:
- {Increase)/Decrease in receivables and other assets {153,398} (103,362) {(37.0b61) G,218
- {Increase)/decrease in inventories {52,720} {26,286} - -
- Increase /(decrease) in payables and other 223,149 16,518 {885) 1,279
Net operating cash flows i21.144 (85,5907 {44.,189) (32,016}
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 24 NOTES TO STATEMENTY OF CASH FLOWS {continued)

by Non cash financing and investing activities

During the financial year the following non cash transactions occurred. These transactions are not reflected in the
staternent of cash flows:

+ the issue of 4,298 161 ordinary shares for the value of $6.5m under the terms of the dividend reinvestment plan.
» $46m In receivables was settled by way of acquisition of property, plant and sguipment.

¢} Financing arrangements
The consolidated entity has access to the following financing facilities with a number of financial institutions.

CONSOLIDATED PARENT
Accessible Dyrawr Unused Accessible Drawver Unused
$000 $000 $000 $000 $000 $000
2004
Mutti-option facility 394,016 99,508 294,508 375,600 80,492 294,508
2003
Mutti-option facility 411,066 113,269 297,797 375,000 77,203 297,797

« $325,000,000 of the facilities are provided on a rolling three vear evergreen basis with annual review, and are subject
to compliance with various banking covenants.

+ $50,000,000 of the facilities are sublect to separate arrangements and will expire on 31 December 2004,
+ The balance of the facilities of $19,016,000, ars provided to controlled entities on varying terms.

NOTE 25 RESULTS OF INSURANCE ACTHVITIES

The results from general insurance activities and summary financial position below have been extracted from the audited
financial report of Elders Insurance Limited {EIL). EWL is a wholly ownhed entity of the parent entity and is subject to
prudentiat supervision by the Australian Prudential Regulation Authotity.

CONSOLIDATED PARENT
2604 2003 2004 2003
$000 3000 $000 $000
Profit from ordinary activities includes the following
results from general insurance activities:
Direct premium revenue 257.353 208,315 - -
Outward reingurance premiums {156.501) (134,667 - -

106,852 74,648 - .

Claims expense {184.774) {158,497} - -
Reinsurance and other recoveties 113.044 103,591 - -
Net claims incurred (a) {71,730} {54, 906) - -
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT

2004 2003 2004 2003
NOTE 25 RESULTS OF INSURANCE ACTIVITIES {continued) $000 $000 $060 $000
Underwriting expenses
- Amortisation of deferred acquisition costs (20,618) (15,468 - .
- Recurring acquisition costs {9,899} {2,047} - -
- Other underwriting costs {6,525} {5,876} - -

{37,042) {30,191} - -
Other underwriting revenue 37,551 30,103 - -
Net underwriting result 29,631 19,654 - -
fnvestment revenue 5,336 3,554 - -
General and administration expenses {28,811) {25,464) - -
Profit /{loss) from ordinary activities before income tax 6,156 {2,253} - -
income tax (expense)/benefit {1,931) 1,669 - -
Net profit/{loss) 4,225 (B84} - -
{a) Net claims incurred comprises:
2004 2003
Current Prior Totatl Current Prior Total
Year Year Yeaf Year 5000
$00G $000 $000 $000 $000
Gross clabms incurred and related
axpenses {undiscounted) {186,481) {1,202) {187,783} (148 341) {12,115} (160,456)
Reinsurance and other
recoveries {undiscounted) 113,758 1,252 115,610 96,358 8,832 104,820
Net claims incurred {undiscounted) {72,723} {50) {72,773) (51,283} {3,483) {55,466)
Discount and discount
movement - gross claims 2,984 25 3,609 1,780 179 1,859
Discount and discount movement
- reinsUrance and other recoveries {1,942) {24) {1,966) {1,271} {128} {1,399}
Net discount movement 1,042 1 1,043 500 51 560
Total direct claims incurred {71,681} {49) {71,7320) (51,474} {3,432} {54,906)
The Insurance Division as a whole, including Clders Insurance Limited, returned a profit before tax of $13m.
CONSOLIDATED PARENT

2004 2003 2004 2003

$000 3000 $000 $000
Summary of financial position
Cash assets 111 670 90,753 - -
Recelvables 88.216 13,956 - -
Reinsurance and other recoveries receivable 61,622 456,321 - -
Other assets 104,991 103,371 - -

366,499 314 401 - -
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED PARENT
2004 2003 2004 2003
NOTE 25 RESULTS OF INSURANCE ACTIVITIES {continued) $600 3000 $000 $000
Payables 40,869 43,627 - -
Outstanding claims 114,820 79617 - -
Unearned premiums 141.570 128.055 - -
Other 25,987 27,075 - -

323,246 275374 - .

Net Assets 43.253 38,027 - -

NOTE 26 EXPENDITURE COMMITMENTS

LEASE COMMITMENTS
Finance leases:

- not tater than one year 589 1,402 - -
- later than one year but not later than five vears 1,545 2251 - -
- {ater than five years - 43 - -
Minimum lease payments 2,434 3,396 - -
Futtre finance charges {262) {5303} - -
Lease liabilitias 1872 2,866 - -

Disclosed in the financial staternents as:

- current {note 15} 532 1,041 - -
- non current (hote 15) 1.340 1.855 - -
1,872 2,866 - -

Operating leases:

- not tater than one year 59.969 57,435 3,711 3,660
- later than one year but not later than five vears 133,854 134,788 15,938 15,453
- {ater than five years 113.562 124 539 33,756 37,848

307,485 313,762 53,405 57,061

The consolidated entity leases the majority of its branch networks and capital oty properties under operating leases.
The lease commitments comprise base amounts adjusted where necessary for escalation clauses primarily based on
inflation rates. Leases generally provide the consolidated entity with a right of renewal at the end of the lease term.
The extent of lease commitments is a factor that is considered in the calculation of certain borrowing covenants,

CAPITAL EXPENDITURE COMMITMENTS

Capital expenditure contracted for but not otherwise
provided for in these accounts:

- not later than one year 8,578 5,267 - -

NOTE 27 CONTINGENT LIABILITIES

Contingent liabilities at balance date, not otherwise provided for in these financial staternents, are as follows:

Claims lodged for damages resulting from the
use of products or services, 2,353 2,300 - -

Guarantees issued to third parties arising
in the normal course of buginess. 35,280 56,361 35,280 56,361

37,633 58,661 35,280 56,361
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NOTE 27 CONTINGENT LIABILITIES

Contingent labilities at balance date, not otherwise provided for in these financial statements, are as follows:

Claims lodged for damages resulting from the

use of products or services. 2,353 2,300 - -
Guarantees issued to third parties arising
in the notmat course of business. 35,280 586,361 35,280 56,361

37,633 58,661 35,280 56,361

Unquantifiable contingent liabilities

{a} The consolidated entity has contingent obligations in respect of leased premises, which have been subdet to
associated entities.

(b} The consolidated entity has provided a guarantee for the performance of an associsted entity under a lease
agreement.

{c} Benefits are pavable under service agreements with executive directors and officers of the consolidated entity under
certain circumstances such as termination or achieverment of prescribed performance hurdies.

Gther contingent liabilities

The Australian Tax Office (ATO} has advised that the tax audit of the vears 1991 to 1998 has been completed and that
apart from the matter detailed below no further action would arise from the audit. No other tax audits are ongoing.

The only outstanding matter arising from the audit is in relation to an assertion by the ATO of understatement of capital
gains tax, on the float of the bullding products division in October 1897, The ATO's review of this matter is ongoing. An
amended assessment for $13.3m has been received in relation to aspects of this matter in Noverber 2002, The
assessment includes penalties and interest,

External tax advice supports the consolidated entity’s view that the basis for issuing an amended assessment is
incorrect. An objection to the amended assessment was lodged by the consolidated entity and subsequently dended by
the ATO. The consolidated entity has appealed to the Federal Court of Australia.

Gn the basis of independent advice, the consolidated entity is of the opinion that its objection will be upheld and that the
payment of the amended assessment tax will not be required. The consolidated entity's existing tax provisions cover the
guahtum of the amended assessment, inclusive of interest to balance date, and accordingly the amended assessment
has no sarnings effect for the consolidated entity as at 30 June 2004,

Gther guaraniees

{a} As disclosed in Note 32, the parent entity has entered into a Deed of Cross Guarantee with certain controlied
antities. The effect of this Deed is that Futuris Corporation Limited and each of these controlled entities has
guaranteed to pay any deficiency of any of the companies parly to the Deed in the event of any of those companies
heing wound up.

(b} The parent entity and certain entities in the consolidated entity are parties to various guarantees and indemnities
purstant to bank facilities and operating lease facilities extended to the consolidated entity, and commitments under
the convertible and unsecured notes.
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NOTE 28 SEGMENT INFORMATION

Business Segments

Automotive  Rural Property  Forestry Investment Yotal
Components Services & Other
2004 $00G $000 $000 $00G $000 $000
External sales 745,425 1,853,804 54,064 30,028 23,881 2,707,302
Other revenue 16,094 12,730 1,078 15,538 20,997 66,437
Share of net profit {loss) of associates 10 18,337 {2,311} - 257 17,293
Total revenue 761,529 1.885071 52,831 45 566 45135 2,791,032
Underlving EBIT 21,525 61,159 7,533 10,804 {5,007} 96,114
Significant items {2,000 (42,190} - - - {44,190
Segment Regult 19,625 18,869 7,533 10,804 {5,007} 51,824
Earnings before interest, tax,
depreciation & amortisation 50,247 32,699 7,940 14,388 {4,125} 98,129
Depreciation & amortisation,
exciuding goodwill {30,032} {6,511} {47} {494} {882} {37,966}
Goodwill {660} {7,219 {360} - - {8,231
Segment Result 19,625 18,869 7,533 10,804 {5,007} 51,924
Corporate net interest expense {9,092
Profit from ordinary activities hefore tax 41,832
Segment assets 450,651 1,183,964 149,510 116,122 98,402 1,988,649
Unallocated assets (including tax assels) - - - - - 432 630
Segment labilities 197,051 724 400 17,402 47 858 39,719 1,026,430
Unatlocated liabilities {including tax Habilities) - - - - - 443 691
Carrying value of equity investments 306 277,200 4,594 100 8,708 290,808
Acquisition of property, plant & equipment,
intangible assets and other non current
assets, including design and development 40,278 18,708 1864 3,380 162 62,692
Non cash expenses other than
depreciation and amortisation 2,103 35,832 - 8 - 37,943
Profit on sale of investments - - - - BG2 862
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NOTE 28 SEGMENT INFORMATION {continued)

Automotive Rural Property  Investment Total

Components  Services & Cther
2003 $000 $000 $0O00 $000 $000
External sales 766,583 1,621,177 44 533 32,011 2,484,304
Other revenue 28,984 306,752 374 17,675 353,785
Share of net profit {loss) of associates {139} 27,782 {969} - 286,684
Total revenue 795,428 1955721 43,238 49,686 2,844 773
Underlying EBIT 29,449 50,388 2,966 1,177 #3,980
Significant Hems {10,132} 101,887 {2,680} {6,685) 82,380
Segment Result 19,317 152 285 286 {5,518) 166,370
Earnings before interest, tax,
depreciation & amortisation 55,624 164,616 Geh {4,750} 216,155
Depreciation & amortisation, excluding goodwill {35,647} {4,541} {18} {132} {40,339}
Goodwill {660} {7,720} {360} {636} {9,448}
Segment Result 19,317 152 285 286 {5,518) 166,370
Corporate net interest expense {18,945}
Profit from ordinary activities before tax 147 A25
Segment assets 415,470 1,040,237 293,103 140,277 1,689,087
Unallocated assets (including tax assets) - - - - 473,540
Segment liabilities 168,883 538,675 8,506 56,263 174,327
Unallocated liabilities {including tax liabilities) - - - - 489 873
Carrying value of equity investments 844 211,843 5,904 106 219,491
Acquisition of property, plant & equipment,
intangible assets and other non current
assets, including design and developrment 88,214 16,902 187 833 85,136
Not cash expenses other than
depreciation and amottisation 5,861 6,417 2,161 11,629 27,068
Profit on sale of investrnents - 114,686 “ {14} 114,675
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 28 SEGMENT INFORMATION {continued}

The consolidated entity is organised and managed separately according to the nature of the products and services they
provide. The consolidated entity comprises the following distinguishable components; Automotive Components, Rural
Services, Property, Forestry and Investments & Gther.

Automotive Components include the manufacturing and sales of autometive componentry of which the Key components
are heating ventilation and airconditioning systems and interior systems.

Rurat Services include the provision of a range of agricultural products and services through a comimon distribution
channel.

Property includes the gsale and developrment of land and industrial developments.

Forestry includes the consolidated entity's interests in forestry plantations. In 2003 the segment was not significant, as
integrated Tree Cropping Limited has only been consolidated since 15 May 2003.

The Investments & Other segment includes the general investrment activities not associated with the other buginess
segments and the administrative corporate office activities.

Segment result has been determined on a consolidated basis and represents the samings before corporate net
borrowing costs and income 1ax expense.

The consolidated entity operates predominantly within Australia. Al other geographical operations are not material to
the financlal statements.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 29 SUPPLEMENTARY STATEMENT OF NET DEBT BY SEGMENT

Automotive  Rural Property  Forestry Investment Total

Components Services & Other
2004 $0600 $000 $000 $060 $000 $000
Earnings before interest & tax 19,525 18,269 T.533 10,204 {B,007) 51,024
Depreciation and amortisation 30,692 13,730 407 494 882 46,205
Equity accounted earnings {10} {19,337} 2,341 - (257 {17,293)
Dividends received from associates . 10,332 - - - 10,339
Profit on sale of property, plant & equipment {13} {166} - g 33 {137}
Profit on sale of nvestrments - - - - {862} {862}
Interest {net) {1,695) 8,057 883 {21,555 {16,510}
Tax {paid} {1,548} {10,736} (12 {608} {¥,378) (20,282}
Provisions and other {984} 50,447 {108} 8 1,366 50,729
Cperating cash flow before
rnovernents in working capital A5 967 69,303 10,131 14,490  (32,778) 104,113
Moverment in working capital 2,219 68,972 (52,287 {5,198} 4025 17,031
Gperating Cash Flow 48,186 138,275 (42 856) 5,292 {28,753y 121,144
Capital expenditure {19,528} (12,026} {164) {3,380} {1627 (35,260}
Proceeds on sale of property,
plant and equipment 27 1,880 - 173 46 3,626
Proceeds sale of investments - - - - 2,091 3,091
Proceeds sale of other assets - G79 - - - 8679
Payments for investments - {13,877} - {41}y {39,155} (53,073}
D&D capitalised {20,750} - - - - (20,7501
Loans (to]/from associated parties - 2,139 - - {7.631) {5,492}
Loans to third parties - - - - {320} {320}
Loans from related parties - - - - 2,350 2,350
Loans to growers - - - {9,754} - {9, 754)
Loans to employees {1,648} {6,372} {202 - {268) {8,490}
lowvesting Cash Flow {41,829} (27,5771 {366 {12,402y {35,148} {117,393}
Proceeds from issue of shares - - - 17,394 3,257 20,651
Dividends paid - {2,141} - - {45,331 (47,472}
Other Flows - {2,141} - 17,394 {42074} (26,821}
TOTAL 6,287 108,557 (43,222} 11,284 (105,976) (23,070}
Gpening net debt 13,359
Total flows {23,07%)
Exchange rate adjustments to debt 11,116
Closing net debt* 1,405

* Net debt equals cash per statement of financial position less all interest bearing Habilities except for

rural deposits of $7,522,000
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NOTE 29 SUPPLEMENYARY STATEMENT OF NET DEBY BY SEGMENT

Automotive Rural Property  Investment Total

Components Services & Other
2003 5000 5000 $000 5000 5000
Earnings before interest & tax 18,317 152,285 286 {5,518} 166,370
Depreciation and amortisation 36,307 12,331 379 768 49,785
Equity accounted earnings 139 (27,792} 969 - {25,684}
Dividends received from associates - 22,271 - - 22271
Profit on sale of property, plant & equipment 1,140 {1,342} - {464} {873}
Profit on sale of investments - {114 B86) - 11 {(144,675)
interest {net) {1,232} 2,902 - (22,637 {20,967)
Tax {paid) {4,097} {2,551} {335) {4,272y {11,255)
Provisions and other {10,019 4,780 1.661 {3,054} {6,632}
Operating cash flow before
movements in working capital 41,555 48191 29860 (35,166) 57,540
Movement in working capital (17.815) (96,272} {8,191} 9,248 {113,130}
Operating Cash Flow 23,640 {48,081} {5,231} (25,918} (55,590
Capital expenditure {33,281} {7.578}) {187} {833} {41,879)
Proceeds on sale of property,
plant and equipment 5,817 3,538 - 3077 12,432
Proceeds sale of investments - 290,974 - 39 291,013
Payments for investments - {9,324} 3y (21,444 (30,771}
D&D capitalised {34,933} - - - {34,933
Loans to associated parties - {1,731} {166} {512} {2,408}
Loans to third parties - - - {2,685} {2,685}
Loans 10 growers . - - (4,487} {4,487}
Loans to employees {1,617 {6,611} {256} {373} {8,857
Purchase of controlled entity (net of cash acquired) - - - 2,426 2,426
investing Cash Flow (64,014 289,268 (G612 (17,792 186,850
Proceeds from issue of shares - - - 46,669 46,669
Dividends paid - {2,642} - (42,458) {45,100
Other Flows - {2,642} - 4,241 1,569
TGTAL (40,374} 218,545 {5,843} (392,499 132,829
Opening net debt {119,334}
Total flows 132,829
Net debt acguired {11,575)
Exchange rate adjustments to debt 11,436
Closing net debt* 13,359

* Net debt equals cash per statement of financial position less all interest bearing liabilities except for rural deposits of
$8,985%,000



NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 30 SUPERANNUATION COMMITMENTS

The consolidated entity maintaing ohe superannuation fund covering substantially all of its employees, being the Master
Superannuation Fund. This fund has both an accumuiation section and a defined benefits section. The defined benefits
section has been closed since December 1988 and new emplovees must join the accumulation section.

{a)

{b}

in relation to the accumulation section of the fund, employees are entitled to accumulale benefits on retirement,
resighation, disability of death. During the vear, company contributions have been paid in accordance with legislative
reguirements, the fund's rules and emplovee salary packages. Emplovees may also contribute to the fund. The
assets of the accumulation section of the fund are sufficient to satisfy all benefits that would be vested in the event
of termination.

in relation to the defined benefit section of the fund, relevant group entities are obliged to contribute to the fund as
set out in the Trust Deed and in accordance with legal requirements. During the year, superannuation entitiements
have been paid in accordance with legislative requirements at levels necessary to ensuwre that there are sufficient
assets to meet the Habilities determined by actuarial valuations undertaken at regular intervals not exceeding three
years. Member contributions are at a set rate.

Recent Funding and Solvency Certificates obtained by the consolidated entity highlight that the defined benefits
section of the fund remains in surpius at balance date.

An actuarial review of the superannuation fund is currently underway. I is expected 1o be completed by
November 2004,

30 June 2004 30 June 2003
$000 $000
Net market value of plan assets 310,463 281,155
Accrued benefits as at 1 July 2001 {278,034} {278,034)
Excess of plan assets over accrued benefits 32,429 3,421
Vested benefits
- defined benefits section 5,014 6,299
- accumulation section 302,089 271,545
Date at which the above armounts were determined 30 June 2003 1 July 2001
CONSOLIDATED PARENT

2004 2003 2004 2003
NOTE 21 REMUNERATION OF AUDITORS $ $ $ $
Remuneration received or due and receivable by the auditors of:
Parent entity {Ernst & Young)
- auditing or review of financial statements 1,400,000 958,000 9,600 67,000
- tax services {primarily compliance) 551,000 439,000 262,000 116,000
- internal audit 96,000 175,000 - -
- other services 114,000 439,000 - 313,000
Auditors other than of parent entity
- auditing or review of financial statements 49,000 35,000 - -
- internal audit 191,000 - -
- other services 184,000 8,000 341,000 -

2,585,000 2,052,000 292,600 488,000
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NOTE 32 INVESTMENTS iIN CONTROLLED ENTITIES

% Held by

Consolidated Entity

2004 2003
Abbino Pty Lid {g} 106 100
Acehill Investments Pty Lid {a} 106 100
ACN 009 134 963 Pty Lid {formerly Futuris Investiments Pty Lid) {i - 100
ACN 073 323 038 Py Ltd {g} 106 100
Active Leisure {Sports) Py Lid {&) 100 100
Agribusiness Insurance Brokers Pty Lid {g) 166 100
Al Asia Pacific Operations Holding Limited {cie) 166 100
Al Bus Products Limited {cie) 106 100
Al China Gperations Holding Limited {cie) 100 100
Al Coachair Holdings Limited {ciel 106 100
AIGL International Pty Lid {a} 100 100
Al Metals Pty Ltd {a} 106 100
Air Internationat (China) Pty Lid {a) 180 100
Air International (india) Pty Ltd {g) 106 100
Air Internationat (Malaysia) Sdn Bhd {cHel 100 100
Air Internationat (Shanghai} Co Ltd {c¥elh} 50 50
Air Internationat (UR) Holdings Ltd {cHe) 100 100
Alr Internationat (UK) Lid {c} 100 100
Alr Internationat (US) nc {e)}e)l 166 100
Air International (Ventures) No 2 Pty lid {a} 106 100
Air Internationat (Ventures) No 3 Pty Lid {g) 100 100
Air Internationat Asia Pacific Operations Pty Ltd {a} 100 100
Air Internationat Brilliance Co Lid {e¥e)i 36 30
Air Internationat Chongging Co Ltd {cHel 86 60
Air Internationat Coachair Malaysia Sdn Bhd {e)}e) 166 100
Air International Coachair Pty Lid {a} 106 100
Air Internationat Group Limited {a} 100 100
Air Internationat (Malaysia) Pty Lid {a} 100 100
Air International Pty Ltd {a} 100 100
Air Internationat Seating Holdings Py Ltd {a) 166 100
Air Internationat Seating Pty Ltd {a) 1006 100
Air Internationat Transit inc Acquisition LLC {cHe) 100 100
Air Internationat Transit Ply Lid {a} 106 100
Air Internationat Vehicle Air Conditioning Co Lid {c} 190 100
Albany Woolstores Pty Lid {g) 65.5 655
Aldetec Pty Ltd {a} 106 100
Aldetec Unit Trust {f} 100 100
APM Coachair Sdn Bhd {cHel 50 50
APO Administration Limited {cHe) 100 100
Artreal Pty Lid {g) 100 100
Ashwick (Vic) No 102 Pty Lid {a} 100 100
Aust Fine China Pty Lid {a} 100 100
Austech Ventures Lid {a) 100 100
Australian Plantation Timber Ltd {i) 25.4 254
Australian Rurat Finance Pty Lid {g) 166 100
B & W Rural Pty Ltd 51 51
Balcooma Pty Lid {g) 166 100
Banks Marsden Pty Ltd {g) 166 100
Bedcel Pty Lid {g) 106 100
Bradwell Piy Ltd {g) 106 100
Brimhalt Pty Ltd {g) 106 100
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NOTE 32 INVESTMENTS IN CONYROLLED ENTIYTIES {contihued}

% Held by

Consolidated Entity

2004 2003
Caversham Investments Pty Lid {a} 100 100
Caversham Landscape D. & C. Py Lid {g) 100 100
Caversham Property {Sales) Pty Ltd {g) 100 100
Caversham Property Developments Pty Lid {a} 100 100
Caversham Property Holdings Pty Ltd {a} 1060 1060
Caversham Property Pty Lid {a} 100 100
Chariton Feedlot Pty Lid {a} 100 100
Clirna Air Conditioning Pty Ltd {g) 1060 1060
Colotti Pty Ltd {g) 100 100
Costilla Pty Ltd {g) 100 100
CF Ventures Lid {a) 100 100
Danny F11 hvestments Ple Lid {ei{d) 100 -
Dawiey Pty Ltd {e) 160 100
Domeni Pty Lid {£) 100 100
E. & R. Steeden Py Ltd {a} 100 100
E Globulus Pty Ltd {i} 51 51
Elders Australia Limited {a) 100 100
Elders Burnett Moors WA Pty Ltd ) 100 100
Elders Distribution Company Pty Ltd {g) 160 100
Elders Financial Solutions Pty Lid ) 100 100
Elders Funds Management Pty Ltd {g) 1060 100
Elders Global Wool Holdings Pty Ltd {a} 1060 100
Elders Hycube Pty Ltd 51 51
Elders insurance Brokers Pty Ltd {g) 1060 100
Elders insurance Holdings Pty Ltd 100 100
Elders Insurance Lid 100 100
Elders international Australla Limited {a} 100 100
Elders Limited {h} 100 100
Elders Project Management Pty Ltd {dHg) 100 -
Elders Real Lstate (NSW) Pty Lid {g) 100 100
Elders Real Estate (Qld) Pty Lid (£} 100 100
Elders Real Lstate (WA) Pty Ltd {g) 100 100
Elders Real Lstate (Tasmania) Pty Ltd {gf} 100 100
Elders Real Lstate Franchise {Vic) Pty Lid {g) 100 100
Elders Risk Management Pty Ltd {g} 160 100
Elders Securities Limited 100 100
Elders Underwriting Agency Pty Ltd ig} 160 100
Elders Webster Pty Lid {cd} 51 -
Elders Wool International Pty Ltd ) 160 100
Elders-GM Properties {SA) Pty Lid 160 100
Elders-GM Properties (Vic) Pty Lid 160 100
EREF Pty Lid () 160 100
Family Hospitals Pty Ltd fa) 160 100
Fares Exports Management Mexico, 8.A. de C.V. {eMdy 160 -
Fares Exports Pty Ltd [£s)] 160 -
Fares Exports Trading Mexico, S.A. de C.V. {eMdy 160 -
Farid F Investments Pte Ltd [£s)] 160 -
Farmers Investment Trust {f} 160 100
FGSF Pty Ltd i} 160 100
Futuris Administration Pty Ltd {a) 100 100
Futuris Agencies Pty Lid fa) 160 100
Futuris Corporation Limited {&)
Futuris Rural Py Lid {a) 100 100
Futuris Ventures Pty Ltd {a) 160 100
Futuris,/Tamper Joint Venture Unit Trust {f} 160 100
Geotge Moss (Qld} Pty Ltd fa) 160 100
Geotge Moss Ply Limited fa) 160 100
Grouville Pty Lid 3] 160 100
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NOTE 32 INVESTMENTS iIN CONTROLLED ENTITIES {continued)

H W Hayes & Sons {fpswich) Pty Ltd
Hatmore Pty Lid

Hollymont Lid

Hose & Pipe Pty Ltd

IMA Investment Management Australia (ADF} Pty Ltd
IMA Investment Management Australia Py Lid
innerhadden Lid

integrated Tree Cropping Lid

ITC Finance Pty Ltd

ITC Timberlands Ltd

LA, Gimour & Sons (NSW) Pty Lid

Kentlake Holdings Pty Lid

Keratin Holdings Pty Lid

Killara Feediot Pty Lid

Kojonup Farm Pty Ltd (formerly Parkhurst (NT) Pty Ltd)
Leisure Industries international Pty Lid

M.E. Deniliquin Pty Ltd

Manet Holdings Pty Ltd

Manor Hill Pty Ltd

Marybrook Development Company Pty Lid
Marybrook investments Ltd

Militoc Pty Lid

Mylang Pty Ltd

New Ashwick Pty Ltd

North Australian Cattle Company Pty Lid
Pacrim Meat & Livestock Trading Pty Lid
Pakenham Properties Pty Ltd

Pernatty Pty Ltd

Prestige Property Holdings Ply Lid

Primae Elders Pty Ltd (formerly Primac Elders Limited)
Primac Elders Real Cstate Pty Ltd

Primac Holdings Limited

Primac Py Lid (formerly Primac Limited)
Primac Pastoral Co Pty Ltd

Primac Superannhuation Nominees Pty Lid
Primac Travel Pty Ltd

PT Elders Indonesia

Rachid Fares Enterprises of Australia Pty Ltd
Redray Enterprises Pty Lid

Relatran Pty Lid

Rockingham Specialist Centre Pty Ltd
Sigma Air Conditioning (SA) Pty Lid

Southern Wool Services (Goulburn) Pty Lid
Steeden Holdings Pty Ltd

Steering Systerns Australia Pty Ltd
Sycamore Enterprises Pty Ltd

Sydney Woolbrokers Limited

Tashmore Pty Lid

Therm Alr Australia Ply Lid

Treecrop Pty Lid

Trendto-Zero Pty Ltd

Ultra Enterprises Pty Lid

Ulitrasound Australia Pty Lid

titrasound International Pty Lid

Ultrasound Technical Services Pty Lid
Victorian Investment Corporation Pty Ltd
Victorian Producers Co-operative Company Limited
Vickner Pty Lid
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 32 INVESTMENTS IN CONYROLLED ENTIYTIES {contihued}

% Held by

Consolidated Entity

2004 2003

Vockbay Pty Limited {a) 100 100
VP Services Pty Ltd ) 100 1060
VP Travel Pty Ltd ) 100 100
Wool Exchange {WA) Pty Lid {g) 66.7 G66.7
Wooltech Marketing Pty Lid {g) 1060 1060
Yenley Pty Ltd ) 100 100

{iy Pursuant to Australian Securities and Investments Commission Class Order 98/1418 dated 13 August 1998, rellef
has been granted to these controlled entities of Futuris Corporation Limited from the Corporations Act 2001
reguirermnents for preparation, audit and publication of accounts. As a condition of the Class Order, Futuris
Corporation Limited, and the controlled entities subject to the Class Order, entered into a deed. The effect of the
deed Is that Futuris Corporation Limited has guarsnteed to pay any deficiency in the event of the winding up of any
member of the Closed Group, and each member of the Closed Group has given a guarantee to pay any deficiency, in
the event that Futuris Corporation Limited or any other member of the closed group is wound up.

The parties that comprise the Closed Group are denoted by (8} above. Parties added to the Closed Group during the
year are denoted by (b} above. Parties rernoved from the Closed Group during the yvear are denoted by (K} above.

The consolidated statement of financial performance and statement of financial position of the entities which ars
mernbers of the Closed Group are as follows:

2004 2003
Consolidated statement of financiatl performance of the Closed Group $0600 $000
Profit from ordinary activities before income tax 14,310 134,042
income tax expense relating to ordinary activities {29.957) {37,092}
Profit from ordinary activities after income tax {15.647) 96,950
Net profit atlributable to members of parent entity {15.647) 96,950
Total changes in edquity other than those resulting
from trangactions with owners as owners {15.647) 96,950
Consolidated statement of financial position of the Closed Group
CURRENT ASSETS
Cash assets 133,152 286,554
Receivables 163,398 201,830
Inventoties 130,401 216,258
Gther 597 115,614
Total current assets 427,648 820,316
NON CURRENT ASSETS
Receivables 6,794 125,838
Irvestments accounted for the using equity method a7,875 219,391
Othet financial assets 317,466 136,477
Irventoties 70,349 58,598
Property, plant and equipment 90,097 105,697
Intangihles 3,331 129,433
Deferred tax assets 13,294 38,079
Gther 64,411 62,400
Total non current assets 663,617 885,914
Total assets 1,091,165 1,706,230
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 32 INVESTMENTS iIN CONTROLLED ENTITIES {continued)

2004 2003
$000 $000

CURRENT LIABILITIES

Payables 217,346 356,890

Interest bearing liabilities 16,029 40,446

Current tax Habilities 6,150 37,702

Provisions 14,071 30,434
Total current liahilities 253,896 485,472
NON CURRENT LIABILITIES

Payables 21,635 12,577

Interest bearing liabilities 334,610 341,482

Deferred tax liabiities 5,886 11,636

Provisions 19,269 27,022
Total non current labilities 381,400 392,717
Total Habilities 634,996 858,189
NET ASSETS 456,169 848,041
SHAREHOLDERS' EQUITY

Contributed equity 446,920 437,207

Retained profit 9,249 410,834
Shareholder equity attributable to members of Futuris Corporation Limited 456,169 848,041

Certain members of the Closed Group, in addition to certain controfled entities, are guarantors in connection with the
consolidated entity’s borrowings facilities disclosed at note 24 and In conhection with the unsecured and convertible

notes disclosed at note 15.

(iiy AH companies are incorporated and carry oh business in Australia except for the companies designated by () above

which are incorporated in the following countries:
Company
Al Asia Pacific Operations Holdings Limited
Al Bus Products Limited
Al China Operations Holding Limited
Al Coachair Holding Limited
Air Irnternationat (Malaysia) Sdn Bhd
Air Internationat (Shanghai) Co Ltd
Air Irternationat (UK] Holdings Lid
Air Internationat (US) inc
Air International Brilliance Co Lid
Air International Chongging Co Ltd
Air International Coachair Mataysia Sdn Bhd
Air Irternationat Transit inc Acquisition LLC
Air Irternationat Vehicle Air Conditioning Co Ltd
APM Coachair Sdn Bhd
APO Administration Limited
Coachair {Thailand) Co Lid
Danny F11 nvestments Pte Ltd

Fares Exports Management Mexico, S.A. de C.V.

Fares Exporis Trading Mexico, S.A. de C.V.
Farid F investrments Pte Lid
FT fiders Indonesia

Courtry of Incorporation

Hong Kong SAR
Hong Kong SAR
Hong Kong SAR
Hong Kong SAR
Malaysia

China

United Kingdom

United States of America

China
China
Malaysia

United States of America

China

Malaysia

Hong Kong SAR
Hong Kong SAR
Singapore
Mexico

Mexico
Singapore
indonesia
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 32 INVESTMENTS IN CONTROLLED ENTITIES (continued)

{iii} Entities acquired during the period are denoted by (d).

{ivi Entities audited by firms other than the parent entity auditors or by affiliates of the parent entity auditor are denoted
by {el.

{v} Entities exempled from audit requirements due to overseas legisiation or norecorporate status are denoted by {f).

{vi) Entities classified by the Corporations Act 2001 as small proprietary companies relieved from audit reguirements
are denoted by {g). In addition, a number of small proprietary companies are party to the Class Order deed referred
to in {i}.

{vil} Entities denoted by {h) are controlled entities, as the consolidated entity has the capacity to control via a dominance
of financial, management and technologicat control,

{vili} Entities denoted by {i} are entities where an entity controlled by the parent entity holds a controlling interest in the
entity.

{ix} Entities denoted by {j) are entities deregistered during the year.

{x} Certain branch locations are subject to agreements whereby profits are shared on a proportionate 50% basis atbeit
under the control of the controlled entities within the consolidated entity.

NOTE 33 ASSOCIATED ENTITIES AND EQUITY INFORMATION

{a} Details of material interests in associated entities are as follows:

Name of Principat activity of Balance Ownership Interest  Consolidated Entity

Associate Associate date of lwestment
Associate

2004 2003 2004 2003

% % $000 $000

Austratian Agricultural Company Lid  Beef production 30 Jun 45 42 170,413 91,028

Bremer Woll K&mmerei AG Wool processing 31 Dec 41 41 - 24 348

BWHK Elders Austratia Pty Lid Wool trading 31 Dec 50 50 4,589 G,676

BWHK Elders Europe Gmbh Wool trading 31 Dec 50 50 14,646 17 227

Kareelya Ltd Property management 30 jun 47 47 4,594 G,204

Amecor Limited Telecommunications 30 Jun 22 - 8,708 -

Other 4,482 5,004

207,412 151187

4G



NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 33 ASSOCIATED ENTITIES AND EQUITY INFORMATION {continued)

CONSOLIDATED
20064 2003
$000 $000
{by Share of associates’ results
Profit from ordinary activities before income tax 8,838 21,423
income tax expense {2,758} {5,975}
Profit from ordinary activities after income tax 5,880 15,446
Outside equity interests {531} (180}
Share of net regults of associates 5,349 15,266

fc}

Movements in carrying amount of investments
Carrying amount of investiment in associates at beginning of ysar
Share of associstes’ revaluation increment

151,187 322,224
64,088 -

investments in associates during year 17,561 1,115
investments sold during year - {170,512}
investment write downs {26,608} {1,209}
Share of associates’ net profit 5,349 15,266
Share of Stanbroke Costs {792} -
Loss on divestment of Incitec (Crop Care) - {1,800}
Dividends received from associates {3,313} {13,797)
Carrying amount of investrments in associates at year end 207,412 151,187

i) Surnmary performance and financial position of material assotiates
2004 AACo Ltd BWK AG Others in Total

aggregate

$000 $0600 $000 $000
Net profit as reported by associates 22,220 {5,428) {8,057} 1,737

Financial position as reported by associates

Current assets 156,240 58,621 161,226 376,087
Non current assets 483,351 133,368 117,806 734,526
Total assets 639,591 191,290 279,032 1,110,613
Current Habilities 32,541 68,577 140,528 241 646
Non current liabilities 238,207 107,419 22,363 368,929
Total Habilities 271,748 175,296 162,831 810,575
Net assets 367,843 15,294 116,201 500,038
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 33 ASSOCIATED ENTITIES AND EQUITY INFORMATYION {continued)

2003 AACo Ltd BWHK AG Others in Total
aggregate

$000 $000 $000 $000

Net profit as reported by associates 18,276 {2,435) 43 066 58,807

Financiat position as reported by associates

Curtent assets 118,238 88,471 186,633 393,342
Nof current assets 373,247 166,272 51,785 591,304
Total asssts 491,485 254,743 238,418 984,646
Current liabilities 57,313 74,200 146,485 277,998
Nor current liabilities 127,078 94,048 48 274 266,400
Total liabilities 184,391 168,248 194,759 544,398
Net assets 307,094 86,485 48,659 440,248

The above net profits as reported by associates have been obtained from publicly available data in respect of listed
associates and from special purpose financial statements in respect of unlisted associates for the relevant financial vear
of accounting period.

CONSOLIDATED

2004 2003

{e} Commitments and contingent liabilities $0600 $000
Share of associates’ capital expenditure commitments {contracted but not provided)

Mot fater than one year 170 5,514

Shatre of associates’ operating lease commitments

Mot later than one year 9,052 3,689

Later than one year 30,850 8,855

39,902 11,854

Shate of associates’ contingent liabilities 21,351 36,012

NOTE 34 INTEREST IN JOINT VENTURES

The company holds a 50% interest in Elders Rural Bank Limited whose principal activity is the provigion of rural financial
services. Elders Rural Bank Limited I8 controlled jointly by the parent entity and Bendigo Bank Limited. As Elders Rural
Bank Limited is jointly controlled, the assets, liabilities and result of Eiders Rural Bank Limited are not consolidated by
the consolidated entity.

CONSOLIDATED

2004 2003
$000 $000
{a} Summary of financial position of Elders Rural Bank Limited

Finance receivables 1,858,773 1,466,859
Other assets 223,920 339,086
Total assets 2,082,693 1,805,845
Finance deposits 1,845,987 1,610,386
Other liabilities 84,298 72,733
Totat Habilities 1,930,283 1,683,129
Net assets 152,410 122,816
Share of net assets 76,205 61,408
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

CONSOLIDATED

2004 2003
NOTE 34 INTEREST IN 30INY VENTURES {continued) $00G $000

b} Swnmary of share of results of Elders Rural Bank Limited
Profit from ordinary activities before income tax 15,474 13,442
Tax expense {4,578} {3,839}
10,896 9,503
Equity gain recognised 1,048 1,915
Share of net results 11,944 11,418

e} Movements in carrying amount

Carrying amount at the beginning of financial vear 68,304 53,260
Equity contributions 13,550 12,100
Share of joint venture profit 11,944 11,418
Dividends received {10,302} (B, 474}
Cartying amount at end of financial year 83,456 68,304
id) Share of commitments and contingent Habilities 925 802

NOTE 35 SPECIFIED DIRECTOR AND EXECUTIVE DISCLOSURES

{a) Details of Specified Directors and Specified Executives

Specified Direcfors
S Getlach

C E Bright

F 1 Corwoy
10 Fox

R G Grigg

W H Johnson
A L Newman
A Salim

G O Walters

L. P Wozniczka

Specified Executives
B Griffiths

G Hunt

P Halt

P Zachert

M Ormsby

Chairman {appointed Chairman 1 July 2003}
Non Executive Director

Non Executive Director {retired 23 October 2003}

Non Executive Director

Non Executive Director {appointed 12 February 2004}

Non Executive Director
Non Executive Director
Non Executive Director
Non Executive Director

Managing Director and Chief Executive Officer

Managing Divector — Air Internationat Pty Ltd
Managing Director - Elders Australia Lid
Managing Director — Caversharm Group
Chief Financial Officer

Director of Risk Management



NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 25 SPECIFIED DIRECTOR AND EXECUTIVE DISCLOSURES {centinued)
{b} Remuneration of Specified Directorg and Specified Executives

Remuneration Policy

The Board of Directors of Futuris Corporation Limited with the assistance of the Remuneration Committee is responsible

for determining and reviewing compensation arrangements for the Directors, the Chief Executive Officer and the

executive team. The Board's objective is to ensure that the Company has adopted remuneration policies that meet the

needs of the Company and encourage a performance ordentated culture at both the corporate and individuat levels, and

specifically to:

* align the rewards and interests of directors and management with the longterm growth and success of the Company
within an appropriate control framework, and

» establish a clear nexus between Key executive performance and remuneration.

Executive Directors and Specified Executives

Remuneration is determined as part of an annuatl performance review, having regard to market factors, relevant
comparative data, a performance evaluation process and independent remuneration advice (where necessary).

Remuneration is structured in three components:

Fixed: this component comprises cash and other benefits and entitfements and reflects current market conditions.
Short term incentive: this component comprises cash and reflects the individual's performance in achieving various
obiectives over the prior 12 months.

Long ferm incentive: this component currently comprises shares in the Company or options over shares in the Company
and either reflect the individual's performance in achieving various objectives over the prior 12 months of, In the case of
the Chief Executive Officer and the Chief Financial Officer, contain performance hurdies for future performance. Options

are issued with a 3 vear vesting period and their issuance s designed to align the executive’s actions with the interests
of shareholders.

Shares issued as a component of a long term incentive are issued under the terms of the Company’s employee
incentive scheme {refer note 40) which was first approved by shareholders at the Company’s 1889 Annual General
Meeting and subsequently amended with the approval of shareholders at the 1898 Annual General Mesting., The total
number of options under the scheme must not exceed 3% of the total number of ordinary shares in the Company on
issue from time o thime. The total number of shares issued or acquired under the terms of the scheme, when
aggregated with the number of shares which have been issued in the past 5 years under the scheme, may not exceed
5% of the issued capital of the Company at the time an invitation to participate in the scheme is made.

Non Executive Directors

The Board determines the fees payable to non-executive directors with the assistance of the Remuneration Committee
and independent remuneration advice {where necessary).

Further information on Director emoluments and fees can be found in the Corporate Governance Section of the Concise
Report.

Share Options

Share options are issued to selected executives as a form of remuneration, which is directly related to long term

performance in the Company's share price and thereby aligns Company and executive interests. Share oplions issued

by the Company:

{iy are either subiect to performance hurdies of have been issued in conseguence of the achieverment of performance
criteria; and

{ii} have a three vear vesting period.

The total quantity of options issued as at 30 June 2004 represented 1.5% of the Company's issued ordinary shares.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 35 SPECIFIED DIRECTOR AND EXECUTIVE DISCLOSURES {continued)

{b} Remuneration of Specified Directorg and Spacified Executives {continued)

Primary Post Employment Equity
{DoHars) Base Salary Bonius Other Super- Retirement Options Share Total
or Fee {1 {i)) {iii} {iv} annuation Eenefits {vi} Plan
{vii}
Specified Directors
S Gerlach 150,000 - - 13,500 - - - 163,500
C £ Bright 50,000 - 147,203 4,500 - - - 201,703
Fi Contoy 18,864 - - 1,688 150,000 - - 170,562
1€ Fox 50,000 - - 4 500 - - - 54,500
R G Grigg 29,647 - - 2,668 - - - 32,315
W H Johnson 60,000 - - 5,400 - - - 65,400
A L Newman 50,000 - 995,791 4,500 - - - 1,080,291
A Salim 50,000 - - - - - - 50,000
G D Walters 85,000 - - 7,650 - - 92,650
L P Worniczka 1,000,600 150,000 66,800 150,000 - 67,191 - 1,433,991
Total Remuneration
2004 1,543,511 450,000 1,209,794 194,416 150,000 67,191 - 3,314,812
2003 2,688,007 - 213,288 53,888 370,000 440,185 - 3,775,368
Specified Executives
B Griffiths 520,000 - 76,623 46,800 - 25,709 1,185 870,297
G Hunt {v} 357,434 286,000 140,177 53,119 - 32,136 1,185 870,031
P Hall 250,843 150,000 41,326 22 585 - 7,189 - 472,043
P Zachert 338,298 70,000 22,811 11,585 - 26,288 - 488,682
M Ormsby 242 581 62,000 44 887 43,664 - 34,036 1,185 428,313
Total Remuneration
2004 1,709,956 568,000 325,804 177,753 - 125,358 3,495 2,910,266
2003 1,408,843 888,000 443 848 174,087 - 182785 - 3,098,233

(i}

(i)

(i)

{iv)

{v}

{vi)

{vil} Interest free portion of loan under the general employee share scheme (refer note 40).

The bonus component of remuneration in 2004 relates to performance bonuses that have been earned and accrued in
the current financial year. The comparative disclosures are consistent with the disclosures made in last vear's annual
report which showed bonuses that were physically paid in that vear. The Chisf Executive Officer was paid a bonus during
the current year that related to 2003 of $750,000.

Certain executives elect to receive an allocation of shares in Futuris Corporation Limited in Heu of a cash bonus. These
shares are issued under the Company's Emplovee Incentive Scherne and are subject 1o holding restrictions {refer note

40).

A L Newman received a consultancy fee of $950,000 for services provided to the Company, and was provided with the

use of a motor vehicie.

C E Bright received a consultancy fee of $147,203 for services provided to the consolidated entity (principally wool

refated directorships and services).

Other in the case of specified directors and executives, includes motor vehicles, housing benefits and other allowances
subject to fringe benefits tax.

G Hunt's bonus for the current financial vear includes a $100,000 component that will not be paid until certain
performance targets relating to the recovery of provisions are met.

in the 2003 Annual Review a notional value of $440,185 was attributed to options held by Mr Wozniczka at that time.
During the current year, 2 million of these options notionatly valued at $380,667 lapsed.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 25 SPECIFIED DIRECTOR AND EXECUTIVE DISCLOSURES {centinued)
{b} Remuneration of Specified Directors and Specified Executives {continued)

Service Agreemernts

Remuneration and other terms of employment for the Chief Executive Officer and the Specified Executives are formalised
in service agreements. Entitlements to performance related bonuses (including those under the Company’s employee
incentive scheme] are either recorded in those agreements or determined as part of an annual formal performance
review. Other benefits including health inswrance and car allowances are also recorded in those agreements. Major
provisions of the agreements relating to remuneration are set out below:

L Wozniczka

Mr Wozniczka's agreement is terminable on 12 months notice under the terms of his agreement. The remuneration
package under the agreement comprises 3 slements - a fixed base remuneration, an anhual incentive and a long term
incentive, the latter two elements subject to the achieverment of certain performance hurdles.

The longterm incentive component comprises options entitiements, which have been issued in two equal tranches. One
tranche is subject to the achievement of total shareholder return performance hurdles, based on Futuris’ comparative
performance against the ASX 200 over a rolling threeyear period. The other tranche of options is subject to the
achievement of earnings per share growth performance hurdles over a rolling threeyvear petiod. Further discussion on
the performance hurdies attached to thege options can be found in the Directors Report of the Concise Report.

Notice terms under the agreement are comparable with industry standards and ensure that both parties are protected.
Either the Company or Mr Wozniczka may terminate the employment agreement at any time on 12 month's prior written
notice. In specified (non-default} circumstances both parties have the right to terminate the agreement on 1 month’s
netice.  If notice is given in the first 2 years of the agreement, a termination benefit equivalent to 18 month's fixed base
remuneration (less any notice worked-out) is pavable. if notice is given after the second anniversary, the termination
payment is equivalent to 12 month’s fixed base remuneration {less any notice worked-out}.

B Griffiths

Mr Griffiths has a three year agreement that commenced on 1 July 2004, The current agreement reflects Mr Griffiths’
length of service and the effect of certain elements of agreements put in place over previous years, which it replaces.
Base salary inclusive of superannustion, is reviewed annually by the Chief Executive Officer, in consultation with the
Remuneration Committee and the chairman of Air Internationat Group Limited. The agreement provides for a termination
benefit of $2m in the event that employment with Alr International Group Limited is terminated without cause or due to
death or permanent incapacity. The agreement also sets an annual incentive based on Alr International Group's financial
performance over the relevant period. The arrangement has 2 components: firstly budget over performance. Under this
component, Mr Griffiths is entitied to an annual incentive payment up to 50% of his satary package, subject to the
achievement of annual performance hurdles determined by the Company including both guantitative and qualitative
financial measures. Secondly, super performance compared to the approved budget. Mr. Griffiths is entitled to
participate in & bonus pool on a protated basis in the event that Alr Internationat Group achieve prescribed return on net
assets targets. The agreement also includes a longerterm value creation incentive, being 2% to 3% of any cash or value
realised in excess of cost on any divestment or realisation of capital value of the Alr International Group.

G Hunt

Mr Hunt's agreement is terminable on 12 months’ notice under the terms of his agreement. Base salary, inclusive of
superannuation, is reviewed annually by the Chief Executive Officer In consultation with the Remuneration Committee and
the chairman of Elders Australia Limited. An annual incentive is paid based on Elders’ financial performance over the
retevant period. For achieving budget - $240,000 {representing 40% of remuneration) and for each 1% incremental
performance $12,000 up to a further $240,000. As a longer term incentive, for achievement of budget, Mr Hunt is
entitied to, up 1o 250,000 options (or another equity incentive} under the Company’s employee incentive scheme.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 35 SPECIFIED DIRECTOR AND EXECUTIVE DISCLOSURES {continued)
{by Remuneration of Specified Directors and Specified Executives {continued)

P Hall

Mr Hall's agreement has no specified term. Base salary inclusive of superannuation, is reviewed annually by the Chief
Executive Officer in consultation with the Remuneration Commitiee. An annual incentive is paid based on Caversham
Property Group's EBIT return on average net assets employed - the general principle being that no incentive is payable
urdess a return of at least 10% is achieved up to a maximum payment of 5% where the EBIT return on average net
assets emploved is greater than 15%.

Any incentive earned is payable as 50% on achievement of the profit and 50% on achievement of the cash flow relating
to that profit to reflect that the timing of the cash inflow may be different to the timing of the booking of the profit.

P Zachert

Mr Zachert's agreement is terminable on 12 months notice under the terms of his agreement. Base salary inclusive of
superannuation, is reviewed annually by the Chief Executive Officer in consultation with the Remuneration Committee. An
annual incentive is paid based on the Company’s financial performance over the relevant period, being for achievement
of budgeted profit after tax, 50% of annual remuneration. A longer-term incentive for achiovermnent of budgeted profit after
tax {s 250,000 options annually {up to a maximum of 750,000 options) under the Company's employee incentive
scheme at an exercise price of $1.51.

M Ormsby

Mr Ormsby has a 12 month contract which is automatically rolled over annually for a further 12 months. Base salary
inclusive of superannuation, is reviewed annuaily by the Chief Executive Officer in consultation with the Remuneration
Committee. The agreement includes termination benefits of 12 months’ remuneration plus an amount of 2 weeks’
additional remuneration for each year of service, up to a maximum of 26 weeks. An annual incentive based on the
performance of Mr Ormshby and the Company over the relevant period determined by the Chief Executive Officer in
conjunction with the Remuneration Committee. This would generally include a cash component and an equity component
under the Company’s employee incentive scheme.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 35 SPECIFIED DIRECTOR AND EXECUTIVE DISCLOSURES {continued)

{c} Remuneration Optiong — Granted and Vested during the year

Granhted Yested Options Value at Exercise Expiry
Options {(Number) {Number) Grant Date Price
($) (%)
Specified Directors
L P Wozniczka™ 2,000,000 - .39 1.37 1 July 2013
Specified Executives
G Hunt - 250,000
£ Zachert 250,000 - .18 1.51 31 October 2007
M Ormsby 100,000 - .25 1.71 7 October 2008

Al options are valued on the basis of the Black Scholes valuation methodology.

{dy Option holdings of Specified Directors and Specified Executives

{Number} Batance at Options Options Options  Balance at end Tolal Vested
heginning of  Exercised Granted Lapsed or period at 30 June
period 2004

Specified birectors

S Gerlach - - - - - -
C E Bright - - - - - -
1C Fox - - - - - -
R G Grigg - - - - - -
W H Johnson - - - - - -
A L Newman - - - - - -
A Salim - - - - - -
G I Walters - - - - - -
L P Wozniczka '@ 3,000,000 (1,000,000 2,000,000 (2,000,000 2,000,000 -

Specified Executives

B A Griffiths 700,000 - - - 700,000

G A Hunt 700,000 - - - 700,000 250,000
P AR Hall - - - - - -
P Zachert - - 250,000 - 250,000 -
M G Ormshy @ 615,000 {415,000 100,600 - 300,000 -

Total 5,015,000 (1,415,000} 2,350,000 (2,000,000} 3,950,000 250,000

{1} issued in two equat tranchas and subject to performance hurdies — 1 million based on total shareholder return
targets and 1 million based on earnings per share targets. Further information on these hurdies can be found in the
Directors Report in the Concise Report.

{2y 1,000,000 options were sxercised for 1,100,000 shares, at a price of $1.31 (unpaid amount per share - nib).
{3} 415,000 options were exercised for 431,500 shares, at a price of $1.38 (unpaid amount per share - nil).
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 35 SPECIFIED DIRECTOR AND EXECUTIVE DISCLOSURES {continued}

fe} Shareholdings of Specified Directors and Specified Executives

Balance at  On Exercise Granted as  Net Change Balance at end

heginning of  of Options  Remuneration other or period
Ordinary Shares period {i}
Specified Directors
S Gerlach 328,491 - - - 328,491
C E Bright 103,492 - - - 103,492
G Fox{ii} 56,025 - - - 56,025
R G Grigg 20,000 - - - 20,000
W H Johnsondii 23,548,181 - - - 23548181
A L Newman 6,353,327 - - - 6,353,327
A Salim 31,819,417 - - 1,401,461 32,920,578
G Walters 21,000 - - 21,000
L P Wozniczkall) 1,075,731 1,108,000 506,073 4,007 2,685,811
Specifled Executives
B A Griffiths 1,131,467 - - 11,502 1,142,969
G A Munt 2,202 - 15,840 22,901 100,943
P AR Hall 13,338 - - - 13,339
P Zachert 13,149 59,290 - 72,409
M G Ormshy 53,519 431,500 - {418,224} 86,795
Total 64,539,010 1,531,500 641,203 121,847 67,433,360
Convertible notes
Specified Directors
L P Wozniczkall) 43,800 - - - 43,600
Specified Execitives
M Ormsby 3,800 - - - 3,600
Total 47,200 - - - 47,200

{iy inchluded in total remuneration for the period as per note 35(b)
{iiy shareholdings include non beneficial interests — refer the Directors Report in the Concise Report.

All equity transactions with specified directors and specified executives other than those arising from the exercise of
rermuneration options have been entered into under terms and conditions no more favourable than those the Company

would have adopted if dealing at arms length.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 35 SPECIFIED DIRECTOR AND EXECUTIVE DISCLOSURES {continued)

{fi Loansg to Specified Directors and Spetified Executives

Batance at interest interast not Loan Batance at end Number
heginning of  Charged Charged Witten or period it
period Off group
$000 $000 $000 $000
Specified birectors
2004 - - - - - -
2003 - - - - - -
Specified Executives
2004 3,073 175 47 - 3,248 2
2003 3,197 195 44 - 3,073 2
Total
2004 3,073 175 47 - 3,248 2
2003 3,197 195 44 - 3,073 2

{i} Interest not charged includes ermployee share scheme interest

Details of individuals with loans above $100,000 in the reporting period are as follows:

Specified Executives
G Hunt 701 - 43 - 701
P Hall 2,372 1758 - - 2,547

Terms and Conditions

The loan to Mr Hall relates to finance provided for the completion of a property developrent as part of his remuneration
package upon commencing employment. The [oan is secured over listed shares and is repayable at call. A market rate
of interest is charged on this loan, and is capitalised on the loan balance.

The loan to Mr Hunt is secured by a morigage over property and is repayable by November 2004, The loan is

interest free and included as part of Mr Munt's tolal remuneration. The average comimercial rate of interest during the
year was 6.2%.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 35 SPECIFIED DIRECTOR AND EXECUTIVE DISCLOSURES {continued)}

gy Other Transactions and Balances with Specified Directors and Specified Executives

The aggregate amounts recognised in respect of the following types of transactions with directors of entities in the
consolidated entity and their directorrelated entities were!

CONSOLIDATED

2004 2003

Transaction type Director concerned $000 $000
Sates through rural agency services W H Johnson 70 263
€ £ Bright 12 201

Purchase of merchandise W H Johnson 365 252
€ £ Bright 118 91

A L Newman 2 -

Purchases through rural agency services W H Johnson 9 -
Contract engineering services paid 1C Fox 1,017 343
Insurance brokerage paid R Fuller {i) - 484
Reinsurance brokerage paid R Fuller {i - &4
Service fee paid R Fulter {i) - 18
Insurance premiums received F Conroy - 4
€ £ Bright - 11

{i} Mr Fuller ceased to be an officer of the consolidated entity on 31 December 2002,

The above transactions were made on commercial terms and conditions and at market rates.

In axidition, directors of the parent entity or its controlled entities, ot their directorrelated entities, may purchase
goods and services from the consolidated entity in thelr domestic dealings and within normatl customer or emplovee
retationshins on terms and conditions no more favourable than those available in siimilar arms length dealings.

The amounts involved are mmaterial to the consolidated entity and include the following:
iy Sales of goods

fii} Provision of insurance services

(i) Provision of rural agency services

fivi Provision of deposit facilities

At the time of the float of Australian Agricultural Company Ltd (AACo) a loan of $15,000,000 was made to a director
of that entity, Mr Peter Holmes a Court, for the purpose of purchasing shares under the offer. The loan provides for
interest at commerciat rates over the petiod of the [oan with final repayment on 31 December 2009, The security
for the toan is a limited recourse charge over the AACo shares held by Mr Holmes a Court. As at 30 June 2004 the
loan outstanding was $8.5m. Subsequent to balance date the loan has been repaid in full.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 36 RELATED PARTY DISCLOSURES

{a} Ultimate Controlling Entity
The ultimate controlling entity of the consolidated entity is Futuris Corporation Limited.

(b} Transactions with related parties in the wholly owned group

Transactions between the parent entity and related parties in the wholly owned group during the vears ended
30 June 2004 and 30 June 2003 consisted of:

{i} toans advanced by Futwris Corporation Limited;

ity loans repaid by Futuris Corporation Limited;

iti} the receipt and payment of interest on the above 1oans;

v} the payment of dividends to Futuris Corporation Limited;

vi the receipt of management fees by Futuris Corporation Limited;

vi} the provision of accounting and administrative services;

vii) the provision of transport services,

vili) the provision of guarantees and credit facilities; and

ix} the transfer of tax losses as permitted by the income Tax Assessment Act.
These transactions were undertaken on cormnercial terms and conditions.

e e e e e

fcy Transactions with controlled entities not wholly owned
Trangactions between the wholly owned consolidated entity and partly owned controlled entities consisted of:

2004 2003

$000 $000
Capital {paid) or received - {1,224}
Commission earned 459 317
Dividend income 408 1,040
interest income i66 i1
Purchases of iwventories 4,912 15,411
Rent is 16
Sales 10,368 4,948

All transactions with controlled entities not wholly owned are conducted on commercial terms and conditions.

{d} Transactions with other partly owned related parties consisted of:

Trangaction type Class of related party CONSOLIDATED PARENT
2004 2003 2004 2003
$000 $000 $0600 $000

Loans to other related parties

Loans advanced Associate 9,124 - 7,624 -

Loans repaid Associate 1,493 - - -

interest received or receivable Associate 2,702 2,022 - -

Other transactions

Facility fees Associate 3,700 . - -

interest paid Associate - 26 - -

Dividends received Associate 3,313 13,797 - -

Dividend received loint Venture 10,302 8,474 10,302 8,474

Distribution fees received Joint Venture 13,640 13,749 - -

Management fee paid on transfer

of cash accounts Joint Venture 8,115 11,938 - -
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 36 HRELATED PARTY DISCLOSURES (continued}

Transaction type Class of related party CONSOLIDATED PARENT
2604 2003 2004 2003
$600 3000 $000 $000

Relrbursement of expenses Joint Venture 18.646 17,123 - -

Transfer of cash accounts Joint Venture 134,018 123,310 - -

Capital contributions Joint Venture 13,550 12,100 13,550 12,100

Guarantees issued Associste - 1,500 - 1,500

Purchases Associate 7,066 59 827 - -

Sale of inventory Associste 23,713 5485 - -

Sate of seed export buginess Associate - 250 - -

Other services Associste - 1,247 - -

Acquisition of investments Associate 17,428 993 - -

Proceeds on sale of assets Associste - 280,874 - -

All transactions with other related parties are conducted on commercial terms and conditions.

NOTE 37 EAHNINGS PER SHARE

CONSOLIDATED
2004 2003
The following reflects the net profit and share data used in $000 $000
the calculations of basgic and diluted earmings per share (EPS)
Earnings used in calculating basic EPS 23,843 101,860
Add interest savings (after tax} on exercige of dilutive shares - 580
Earnings used in calcutating diutive £EPS 23,843 102,550
Weighted average number of ordinary shares ('000) used in calculating basic £PS 656,128 527,656
Dilutive share options {("000} 7,468 12,432
Adjusted weighted average number of ordinary
shares used in calculating dilutive EPS {000} 663,596 540,088

Convertible notes of 60,404,800 have not been included in the calculation of dilutive EPS as they are not believed to be
dilutive, given the current share price compared with the conversion price.

Since the end of the financial year there have been no issues of ordinary shares or potential ordinary shares.



NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 38 FOREIGN CURRENCY EXPOSURE

The Austratian dollar equivalents of forgign currency monetary items included in the statement of financial position to
the extent that they are not effectively hedged are set out below:

CONSOLIDATED PARENT
2004 2003 2004 2003
$000 $000 $000 $000
Receivables
Amounts receivable in foreign currency which are not effectively hedged:
Pounds Sterting 10,771 - - -
United States Dollar 5,114 2,445 - -
Chinese Yuan {Renminhi) 32,439 31,356 - -
Malaysian Ringgit - 2,964 - -
Payables and interest bearing labilities
Amounts pavable in foreign currency which are not effectively hedged:
Pounds Sterling £,105 - - -
United States Dollar 8,768 1,982 - -
Chinese Yuan {Renminhi) 33,925 38,024 - -
Malaysian Ringgit - 1,241 - -

NOTE 39 FINANCIAL INSTRUMENTS

{a} Objectives for holding derivative financial instruments

The consolidated entity uses derivative financial instruments to manage specifically identified interest rate and
foreign currency risks. The consolidated entity is primarily exposed to the risk of adverse movements in the
Australian dollar relative to certain foreign currencies and movements in interest rates. These interest rate
derivatives are not recoghised in the financial statements. The purposes for which specific derivative instruments
are used are as follows:

Foreign forward exchange contracts are purchased to hedge the Australian dollar value of receipts and pavments of
foreign currency arising from normal business operations. The consolidated entity hedges a portion of its
anticipated future receipts and payments for short term periods extending after the end of the financial vear.

Cross currency interest swaps are used to hedge the Australian dollar value of cash flows associated with the
payment of principal and interest on long term fixed rate botrowings and to swap a fixed rate exposure into an
Ausgtralian floating interest rate exposure.

interest rate swap agreements are used to convert floating interest rate exposures on certain debt to fixed rates.

These swaps entitle the consolidated entity to receive, or oblige it to pay, the amounts, if any, by which actual
interest payments on nominated loan amounts exceed or fall below specified interest amounts.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 39 FINANCIAL INSTRUMENTS {continued}

{b} Interest rate risk exposures

The consolidated entity is exposed to interest rate risk through primary financial assets and Habilities, modified through
detivative financial instruments. The following table surnmarises interest rate risk for the consolidated entity, together
with effective interest rates as at balance date.

Fixed Interest Rate Maturing In

Floating 1 Year Over 1to  More than Non- Total Average Interest Rate %
Interest or Less 5 Years 5 Years  Interest Floating Fixed

Rate Bearing
2004 5000 $000 5000 $0006 5000 $000
Financial assets
Cash 389,208 - - 389,298 5.0 -
Finance debtors 1,850 130 - - 1,980 11.8 15.5
Associated entity loans 44,746 - 14,484 59,240 6.7
Trade debtors - - - - 574,433 574,433 -
Other receivables 11,038 618 2,191 3,200 97,244 114,291 6.1 10.7
Gther financial assets - - 23,371 23,371 -

446,932 TA8 2,191 3,200 709,542 1,162,613
Financiat liabilities
Secured toans 7,808 - 2,561 10,469 5.4
finance deposits - - 7,522 7522 - -
Unsecured loans 27,683 17,066 - - - 44 680 4.0 5.8
Unsecured notes - 103,768 103,787 {21,635) 185,900 - a1
Convertible notes - 144,972 - 144,972 - 7.0
finance leases - 532 1,340 - 1,872 - 8.5
Payables - - 246,658 846,658 -
Taxation payable - - 24,859 24,859 -
interest rate swaps 175,000 {175,000 - 5.2
Currency & interest
rate swaps 207,535 (103,768) (103,767} . 6.5

418123 17,532 (28,688) 259,965 1,266,932
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 39 FINANCIAL INSTRUMENTYS {continued)

Fixed Interest Rate Maturing in

Floating 1 Year Over 1to  More than  Non- Total  Average Interest Rate %
Iterest  or Less 5 Years 5 Years  Interest Floating Fixed
Rate Bearing
2003 $000 $000 $000 $000 $000 5000
Financial assets
Cash 428,225 - - - - 428,225 4.8 -
Finance debtors 13,351 677y - - - 14,028 11.3 15.5
Associated entity loang 34,461 - - - 8,884 43,355 8.0 -
Trade debtors 20,100 - - - 417,056 437,156 8.4 -
Other receivables 48,879 - - - 102,482 152,371 7.1 -
Other financial assets - - - - 12,968 12,968 - -
545,016 BT7 - - 541,410 1,088,103
Financial labilities
Secured loans 3,086 - - - 3,078 12,474 50 -
Finance deposis - - - - 8,985 8,085 - -
Unsecured loans 39,896 - - - - 39,896 54 -
Unsecured notes - 20,000 103,768 103,767 {12.577) 214,958 - 8.0
Convertible notes - - 144,872 - - 144,972 - 7.0
Finance leases - 1,011 1,812 43 - 2,866 - 8.5
Payahles - - - - B40,86% 640,869 - -
Taxation payable - - - 38,939 38,938 -
interest rate swaps 175,000 - {175,000} - - - 4.8 -
Currency & interest
rate swaps 207,535 - (103,768} {103,767 - - 6.2 -
431,527 21,011 (28,2186} 43 679,284 1,103,659

{c} Foreign exchange

The following table summarises by currency the Australian dollar value of forward foreign exchange contracts as at year
end. The buy amounts represent the Australian dollar equivalent of commitments 10 purchase foreign currencies and the
sell amount represents the Austratian dollar equivalent of commitrnents to sell foreign currencies.

Average 2004 2003
Currency Exchange Rete Buy Sell Buy Selt
2004 2003 $000 SG00 $000 $000
United States Dollars
3 months ot less 0.70 0.56 11,322 54,434 4,530 27,401
over 3 to 12 months 0.70 0.62 2,355 17,370 3,138 26,717
over 12 to 24 months 0.69 0.62 - 2,665 - -
13,677 74,469 7.668 54,118
lapanese Yen
3 months or less 76 67 - 4,980 - 8,679
over 3 to 12 months 73 ii - 2,491 - 5,039
- 7471 - 13,718
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 39 FiINANCIAL INSTRUMENTS {continued)

Average 2004 2003
Currency Exchange Rate Buy Sell Buy Sell
2004 2003 $000 $0600 $000 $000
furo
3 months of less 0.58 0.55 524 9,871 9358 5,044
over 3 to 12 months 0.56 0.55 - 6,620 2,681 5,685
524 16,491 3,820 10,739
Canadian Dollars
3 months or less 06.93 0.80 - 1,665 856 Geo
over 3 to 12 months 0.94 0.89 738 1,273 484 578
738 2,938 1,140 1,238
New Zealand Dollars
3 months or less i15 - 4.046 52 - -
4.046 52 - -
Other currencies in aggregate
3 months or less 565 513 - -
505 513 - -

{di Credit risk sxposures

The consolidated endity’s exposures to credit risk on the statement of financial position are indicated by the carrying
amounts of its financial assets. The consolidated entity minimises concentrations of credit risk by undertaking
transactions with a large number of debtors in various locations and industries. The credit risk amounts do not take
into account the value of any collateral or security. The creditworthiness of counterparties is regularly monitored
and sublect to defined credit policies, procedures and Hmits. The amounts disclosed below do not reflect expected
losses and are shown gross of provisions.

2004 2003

$000 $000
Location of credit risk
Austratia 656,171 527,630
Asia (excluding China) 5,605 7,082
China 32,967 34,827
Europe 49,266 49 406
Notth America 5,809 7,588
Gther 186 307
Total gross receivables 749,944 628,810
Industry classification
Rural 431,346 397,474
Automotive 190,871 156,878
Property 22,612 13,541
Forestry 75,169 28,8657
Gther 29,952 30,260
Total gross receivables 749,944 628,810

The credit risk associated with cash is located primarily in Australia.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 39 FINANCIAL INSTRUMENTS {continued}

{ey Net fair value of financial assets and liabilities

All financial assets and liabllities have been recognised in the Statement of Financial Position at their net fair
values, except for the following:

2004 2003
Carrying Amount  Falr Value Carrying Amount  Falr Value

$000 $000 $000 $000
Financial assets:
interest rate swaps - 2,639 -
Listed shares {i} 200,686 149,605 126,486 108,832
Forward exchange contracts - - - 963
Financial Habilities:
interest rate swaps - - - 1,128
Forward exchange contracts - 734 - -

The following methods and assumptions are used to determine the net fair values of financial assets and Habilities:

Recogrised financial instruments

The net fair value of cash and cash equivalents and non-interest bearing monetary financial assets and financiat
Habilities of the consolidated entity approximates thelr carrying amounts.

The net fair value of other monetary financial assets and financial liabilities is based upon market prices where a
market exists or by discounting the expected fultre cash flows by the current interest rates for assets and Habilities
with sirmitar fisk profiles.

Equity investments traded on organised markets have been valued by reference to market prices prevailing at
balance date. For nonetraded eauity investments, the net fair value is an assessment by the directors based on the
underlving net assets, future maintainable camings and any special circumstances pertaining to a particular
investment.

{i} Listed shares are carrled at an amount above current market value, as the directors congider they are long term
strategic investments and the recoverable amount is believed to be above the cartying amount. Included in the
carrying value of listed shares is the consolidated entity’s share of the revaluation to fair value of rural property
assets undertaken by its assoclate, Australian Agricultural Company Lid. This is considered recoverable on the
pasis of underlying property values.

Unrecognised financiafl instruments

The fair value of interest rate swap contracts is determined as the difference in present value of the future interest
cash flows.

The fair values of forward exchange contracts is determined as the unrecognised gain of loss at balance date
catculated by reference to current forward exchange rates for contracts with simitar maturity profiles.
Agency arrangement

An associated entity has entered into an agreement with a third party whereby the associated entity acts as the
agent for the third party for the purchasing and selling of a rural commodity on behalf of the principal.

Further, a controlled entity has entered into detivative financial instruments with the third party and the associated
entity that confer certain economic risks and benefits of the goods to the associated entity.

At balance date, there was $76.7m (2003: $94.1m) of this rural commodity outstanding and based upon market
prices as at batance date there was no material exposure to the consolidated entity or the associated entity.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 39 FiNANCIAL INSTRUMENTS {continued)

g} The consolidated entity’s accounting policies in respect of each material class of financial asset, financial Hability

and equity instrument, both recognised and unrecognised at balance date are as follows:

Financial instrument
Receivables - trade, other
and assoclated entity loans

Finance debiors

Bank overdrafts, bank loans
and unsecured notes

Gther borrowings
Convertible notes

Accounts payable

Deferred consideration

Dividends pavable
Finance lease liability
Crdinary shares

Forward exchange contracts

Interest rate hedges

Accounting policies

Carried at nominal amounts due less any provision for doubtful debts.
A provision for doubtful debts is recognised when collection of the full amount is
ne longer probable. Where interest applies it is recognised as it accrues.

Carried at nominal amounts due less any provision for doubtful debts. A general
doubtful debt provision is raised together with a specific provision when collection
of the nominal amount is no longer probable. Interest is recognised as it accrues
oh secured and performing loans. Finance deblors transferred during the financial
year and finance debtors to be transfoerred subseguent to vear end are affected on
a norerecourse basis.

Carried at principal amount, interest is charged as an expense as it acerues.

Carried at face value, the discount applying is charged as an interest expense as
it acerues.

Carried at face value, coupon interest payable is charged as an interest expense
as it accrues.

Recognised in respect of goods and services received, whether or not billed at
year end.

Recognised at discounted value, representing the maximum consideration payable
in respect of acquisitions.

Recognised when declared by the company.

Recognised in accordance with AASE 1008.

Recognised as the fair value of consideration received allowing for transaction
costs.

It is the consolidated entity’s policy not to recognise forward exchange contracts
in the financial statements. Net receipts and payments are recoghised in the
statement of financial performance.

It is the consolidated entity’s policy not to recognise interest rate hedges in the

financial statements. Net receipts and payments are recognised in the statement
of financial performance.

NOTE 40 EMPLOYEE ENTITLEMENTS

CONSOLIDATED PARENT
2004 2003 2004 2003
The number of full time equivalents employed at 30 June are: 5,168 4,757 20 19

{a) Employee option ownership scheme

The parent entity issues from time to time options over ordinary shares to senior employees of the consolidated entity.
These optionsg are issued at the sole discretion of the Directors as part of emplovees’ remuneration packages.

Details of options issued under the scheme are as follows:

Total number issued during the year 2,600 3,800
Total number issued since commencement of scheme 30,827 28,227
Proceeds received or recelvable from the exercise of options {$000} 3,257 g11
Total options on hand at year end under the scheme 11,610 12,275
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NOTE 40 EMPLOYEE ENTITLEMENTS {continued}

{a} Employee option ownership scheme {continued)

Current Australian Accounting Standards do not require options to be recorded as an expense in the statement of
financial performance. Had the oplions issued under the option plan been expensed, the impact on the statement
of financiat performance would have been to reduce operating net profit for the current vear by $0.3m (2003:
$0.1m).

{b} Employee entitlements recognised

CONSOLIDATED PARENT

2004 2003 2004 2003
$0600 $000 S600 $000

The aggregate employee benefit Hability Is comprised of:
Accrued salaries, wages and on-costs 3,020 1,007 - -
Provisions - cukrent {note 17} 35,002 29,547 - -
Provigions - non current {note 17) 14,189 15,486 - -
52,211 46,040 - -

{c} Employee share plan (E5P)

Shareholders approved the implementation of an ESP at a general meeting in November 1988 and Getober 1998,
Within the £8P, two schemes exist. The general terms and conditions of these schemes comprise:

i} General Employee Scheme under which permanent employess may acquire shares in the parent company with a
market value not exceeding $1,000 per year per employee; and

i) Incentive Scheme under which selected employees will be eligible to acquire shares in the parent company on
such terms as the Directors decide are appropriate in the circumstances of the employee.

During the financial yvear 1,320,613 ordinary shares in the parent company were transferred to sligible employess
for nil consideration under the Incentive Scheme.

Shares are issued to eligible emplovees by way of an interest free loan and are subject to holding restrictions, which
prevent the emplovee dealing in the shares untll the restriction period has expired. Al shares issued under the plan
rank equatly with other shares of their class and participants enjoy all rights attaching to that class of shares. Any
oan is repayable from dividends and the proceeds of sale of shares issued under the plan but is otherwise non-
recourse to the employee, the shares being held by the Trustee as security for repavment of loan.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

NOTE 41 CHANGES IN THE COMPOSITION OF THE ENYITY

Controlled Entities Acquired

The following controlled entities were acquired by the consolidated entity at the date stated and thelr operating results
have been included within the staterment of financial performance from the relevant date.

Equity and consideration given Proportion CONSOLIDATED
Date of Shares 2004 2003
Acguired Acquired $000 $000

integrated Tree Cropping Limited
- Cash (i) 15/5/03 50% - -

(i} Nit cash consideration paid. Settlement by way of conversion of $10.0m of debt 1o equity.

CONSOLIDATED

2004 2003

The aggregate amounts of assets and liabilities acquired by major class are: $060 $000

Cash - 9,426

Receivables - 3,758

lewentories - 7.832

Property, plant and equipment - 26,822

Gther assets - 1.353

Tax assets and labilities - {2,152

Creditors and provisions - {8,511}

Borrowings - {11,575)

Gutside equity interests - {25,953}
Outflow of cash to acquire the entities, net of cash acouired:

Cash consideration -

Cash balance acquired - 9,426

Net Inflow /A{Outfiow} of cash . 9,426

NOTE 42 SUBSEQUENT EVENYS

No matter or circumstance has arisen since the end of the financial year which is not otherwise dealt with in this report
or in the consolidated financial statements, that has significantly affected or may significantly affect the operations of
the consolidated entity, the resulls of those operations or the state of affairs of the consolidated entity in subsequent
financial years, except for the following.

On 29 july 2004 Integrated Tree Cropping Limited (ITC} announced that it had conditionally agreed terms with Neville
Smith Group for a merger of the two companies. 1t is proposed that the merger will be effected by ITC acquiring the
entire issued share capital of Neville Smith Group for an acquisition price of $80 million through payment of cash
{$40m) and the balance in ITC script. Completion of the fransaction was subject to {TC shareholder approval, which was
obtained on 8 September 2004,

On 29 july 2004 ITC announced it had acquired a 18.9% shareholding in Forest Enterprises Australia Limited.

To fund these transactions [TC proposes to raise $80m in equity via a placement of shares to Futuris Corporation
Limited and institutional investors, with an associated offer 1o 1ITC shareholders of up 1o 35,000 value of new ITC
shares. The proposed issue price will be $1.20 per share. Futus Corporation Limited will subscribe for 50 million
shares in {TC to support these transactions.
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NOTE 43 IMPACT OF ADOPYING AASB EQUIVALENTS TO IASB STANDARDS

Futuris Cotporation Limited has commenced transitioning its accounting policies and financial reporting from current
Austratian Standards to Australian equivalents of international Financial Reporting Standards (IFRS). The company has
allocated internal resources and engaged expert consultants to conduct impact assessments to isolate key areas that
will be kmpacted by the transition to IFRS.

As the consolidated entity has a 30 June year end, priority has been given to considering the preparation of an opening
balance sheet in accordance with AASE equivalents 1o IFRS as at 1 July 2004, This will form the basis of accounting for
Austratian equivalents of IFRS in the future, and is required when the consolidated entity prepares its first fully IFRS
compliant financial report for the year ended 30 June 2006. IFRS also require that entities complying with IFRS for the
first Hime also restate thelr comparative financial statements. This means that the consolidated entity’s opening IFRS
balance sheet will be a restated comparative balance sheet as at 1 July 2004.

Set out below, are the key areas where accounting policies will change and may have an impact on the financial report
of the company. At this stage the company has not been able to rellably quantify the impact on the financial report of
these matters, as outhned below.

Amortisation of Goodwifl

Under AASE 3 Business Combinations, goodwill will no longer be required to be amoriised but instead will be subject to
annuat impairment testing. This will result in a change in the group’s current accounting policy, which amortises
goodwill on a straight line basis, over a petiod not exceeding 20 years. On the basis of the 30 June 2004 result, this
will reduce expenses for goodwlll amortisation by $8,239,000. Reliable estimation of the future financial effects of the
impairment test is impracticable because the conditions under which kmpairment will be assessed are not yet known.

Design & Development

Under AASE 138 Intangible Assets, costs incurred in the research phase of the development of an internally generated
intangible must be expensed. This will result in a change in the group’s current accounting policy, which allows for the
capitalisation of costs incurred in the research phase of an internally generated Intangible asset where future benefits
are expected beyond reasonable doubt. Under the new policy, all research costs will be written off as incurred. Reliable
estimation of the future financial effects of this change in accounting policy has not yet been measured.

impairment of Assets

Under AASE 136 Impairment of Assets the recoverable amount of an asset is determined as the higher of net selling
price and value in use. This will result in a change in the group’s current accounting policy, which determines the
recoverable amount of an asset on the basis of discounted cash flow. Under the new policy it is likely that the
impairment of assets will be recognised sooner and that the amount of wiite-downs will be greater. Reliable estiration
of the future financial effects of this change in accounting policy is impracticable because the conditions under which
impairment will be assessed are not yet known.

Financial Instrument Classification

Under AASB 139 Financial Instruments Recognition and Measurement, financial instruments will be required to be
classified into one of five categories, which will in turn determine the accounting treatrment of the item.

The classifications are

* Loans and recelvables — measured at amortised cost;

* Held to maturity - measured at amortised cost;

= Held for trading - measured at fair value with falr value changes charged to net profit or loss;
* Available for sale - measured at fair value with fair value changes taken to equity; and

+ Non trading Habilities — measured at amortised cost.

This will result in a change in the current accounting policy that does not classify financial instruments. Current
reasurement is at amortised cost, with certain derivative financial instruments not recognised on balance sheet. The
future financial effect of this change in accounting policy I8 not yvet kKnown as the classification and measurement
process has not yet been fully completed.
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NOTE 43 IMPACT OF ADOPTING AASB EGUIVALENTS YO IASE STANDARDS ({continued)

Hedge Accounting

Under AASE 138 Financial Instruments Recognition and Measurement, in order to achieve a qualifying hedge, the entity
is required to meet the following criteria:

Identified the type of hedge - fair value or cash flow,

l[dentify the hedged item of transaction;

l[dentify the nature of the risk being hedged;

ldentify the hedging instrument;

Demonstrate that the hedge has and will continue to be highly effective; and

Document the hedging relationship, including the risk management objectives and strategy for undertaking the hedge
and how effectiveness will be tested.

This may result in a change in the consolidated entity's cutrent accounting policy, which applies hedge accounting to its
purchase and sale of inventory under forward foreign exchange contracts. Some contracts are not able to be separately
identified and documented in accordance with the requirements of AASE 138, and will be classified as hedges held for
trading. Under the new policy hedge accounting will no longer be able to be applied to such forward foreign exchange
contracts and all gains and losses on the contracts will be recognised in the stetement of financial performance.
Reliable estimation of the future financial effect of this change In accounting policy has not yet been measured.

® % & & & =

Share Based Payments

Under AASB 2 Share Based Payments, the company will be required 1o determine the fair value of options issued to
employees as remuneration and recoghise an expense in the Statement of Financial Performance. This standard is not
timited to options and also exdends 1o other forms of gquity based remuneration. 1t applies to all share based payments
tssued after 7 November 2002 which have not vested as at 1 January 2005, Reliable estimation of the future financial
effects of this change in accounting policy is impracticable as the details of future equity based remuneration plans are
LN oW,

Emplovee Benefits

Under AASB 118 Ermployee Benefits, emplover sponsors are required 1o recognise the net surplus or deficit in their
employer sponsored defined benefit funds as an asset or liabllity respectively. This will result in a change in the
consolidated groun's current accounting policy, which does not currently recognise the net assets/liabilities of the
defined benefit fund. Under the new policy, the entity will be required 1o recognise an asset of the defined benefit fund
for the net surplus based on an actuarial calculation of the position of the fund. The initial adiustment on transition will
be through retained earnings and subsequent adjustments to net profit or loss for the period. Reliable estimation of the
future financial effects of this change in accounting policy is kmpracticable because the actuarial calculations have not
yet been completed as at 30 June 2004,

ncome Taxes

Under AASB 112 tncome Taxes, the consolidated entity will be required 1o use a balance sheet liability method to
calculate deferred tax balances which focuses on the tax effects of transactions and other events that affect amounts
recognised in either the statement of financial position or & tax based balance sheet. This change may result in
additional deferred tax liabilities in relation 1o the differences in tax and accounting values of items such as equity
accounted investments and revalued assets. Any adjustments arising from the adoption of these requirements on
transition will be recorded against opening retained earnings.

Sscuritisation
Under AASB 138 Financial Instruments Recognition and Measurement, there are motre specific requirements in relation

to effective off balance sheet treatment for any securitised recelvables. The consolidated entity’s securitisation
arrangements will be reviewed 1o conclude whether such arrangements meet the requirements of AASE 138,

Acquisition Accounting and Business Combinations

AASE 3 Business Combinations has various reguirements in regard to accounting for acquisitions of businesses that
differ to current practices in Australia. In regards to acquisitions undertaken by the consolidated entity before transition
date of 1 July 2004, it is currently anticipated that use of the exemptions within AASBZ First Time Adoption of Austratian
Financial Reporting Pronouncements will be used and the acquigitions will not be restated on transition.



DIRECTORS’ DECLARATION

{1} In the opinion of the directors:

{a) the financial statements and notes of the company and of the consolidated entity are in accordance with the
Corporations Act 2001, including:

{i} ghving a frue and fair view of the company's and consolidated entity’s financial position as at 30 June 2004
and of their performance for the year ended on that date; and

(it} complying with Accounting Standards and Corporations Regulations 2001, and

{b) there are reasonable grounds 1o believe that the company will be able to pay its debts as and when they become
due and pavable.

{2} In the opindon of the directors, as at the date of this declaration, there are reasonable grounds to believe that the
members of the closed group identified in note 32, will be able to meest any obligations or llabilities to which they
are, or may become subject by virtue of the deed of cross guarantee.

Signed in accordance with a resolution of the directors.

GD Walters
Director

LP Wozrniczha
Director

8 September 2004
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INDEPENDENT AUDIT REPORT TO MEMBERS OF FUTURIS CORPORATION LIMITED

Scope

The financial report comprises the staterment of financial position, statement of financial performance, statement of
cash flows, accompanying notes 1o the financial statements, and the directors’ declaration for Futuris Corporation
Limited and the consolidated entity, for the year ended 30 June 2004. The consolidated entity comprises both the
company and the entities it controlied during that vear.

The directors of the company are responsible for preparing a financial report that gives a true and fair view of the
financial position and performance of the company and the consolidated entity, and that complies with Accounting
Standards in Australia, in accordance with the Corporations Act 2001, This includes responsibility for the maintenance
of adequate accounting records and internal controls that are designed to prevent and detect fraud and error, and for
the accounting policies and accounting estimates inherent in the financial report.

Auidit approach

We conducted an independent audit of the financial report in order 10 express an opinion on i to the members of the

company. Our audit was conducted in accordance with Australian Auditing Standards, in order to provide reasonable

assurance as to whether the financial report is free of material misstatement. The nature of an sudit is influenced by

factors such as the use of professional judgement, selective testing, the inherent limnitations of internat control, and the

avallabliity of persuasive rather than conclusive evidence. Therefore, an audit cannot guarantee that all material

misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report presents fairdy, in accordance with

the Corporations Act 2001, including compliance with Accounting Standards in Australia, and other mandatory financial

reporting requirements in Australia, a view which is consistent with our understanding of the company’s and the consolidated

entity’s financial position, and of their performance as represented by the results of their operations and cash flows.

We formed our audit opinion on the basis of these procedures, which included:

+ examining, on a test basis, information 1o provide evidence supporting the amounts and disclosures in the financial
report, and

+ assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of significant
accounting estimates made by the directors.

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

We performed procedures 1o assess whether the substance of business transactions was accurately reflected in the
financial report. These and ouwr other procedures did not include consideration or judgement of the appropriateness of
reasonableness of the business plans or strategies adopted by the directors and management of the company.

ndependence

We are independent of the company, and have met the independence reguirements of Australian professionat ethical
pronouncements and the Corporations Act 2001, in addition to owr audit of the financial report, we were engaged to
underiake the services disclosed in the notes to the financial statements. The provision of these services has not
impaired our independence.

Atidit opinion
in our opirdon, the financial report of Futuris Corporation Limited is in accordance with:
{a) the Corporations Act 2001, including:

i} giving a true and fair view of the financial position of Futuris Corporation Limited and the consolidated entity at 30
June 2004 and of their performance for the year ended on that date; and

(it} complying with Accounting Standards in Australia and the Corporations Regulations 2001, and
tb) other mandatory financial reporting requirements in Australia.

Frnrt 2 Yo -l

£rnst & Young

gl

Colin W Dunsford
Partner
Adelaide

Date 8 Septermber 2004 65






