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On behalf of the Board, 'm delighted to presen '\
K&5 Corporation Limited:2008:&nmuatRep

profitability with profit after tax incredsi
$19.9 million, $3.7% above the previous year's performance.

Earnings pér share increased from 20.3 cents to 33.2 cents”
per share.

Profit before interest and tax was $31.4 million, which was
a 53.5% increase over the previous year.

Operating revenue for 2004-05 was $340.8 million, an
increase of 15.2% on the previous year. The higher
operating revenue was the result of strong organic growth
and the contribution from new contracts with Capral,
Orreon and Coca Cola together with the positive impact of
the acquisition of Cochranes Transport in New Zealand.

Organic growth from existing contracts contributed an
additional $22.2 million. New contracts contributed

$11.3 million and the Group's New Zealand operations
increasing revenues by 73.4% to $27.3 million. This was an
extremely pleasing and balanced outcome for the year,

Earnings before interest and tax (EBIT) margins have been
under continual pressure as a result of escalating fuel prices
and delays in the recovery of these costs from customers.
The recovery of additional fuel costs generally takes
between one and six months after the increase oceurs.

The increase in profit after tax has been generated from
significantly higher sales revenues, tight cost control, asset
sales and the settlement of fraud related legal actions.

On 5 August 2005, we reached a confidential settlement
with SportingBet PLC and Number One Betting Shop Ltd in
relation to the 2002 fraud. The settlermnent resulted in an
increase in profit before tax of $6.4 million. The Company
will continue to pursue all avenues for further recovery.

We continued our strong generation of cash during the

year, enabling our gearing to be further reduced 1o 42.3%, _: R

well within our target range of 40-70%..

& Cash genérafedrémibplrating attivitisd wias affected bgf

higher tax payments of $10 milfion of which $4.4 million
refated to the 200304 finandial year. i

in August 2004 we purchased a new transport terminal

at Coopers Plains in Brishane. The new facility will provide
upgraded infrastructure o support future growth and
operational efficiencies.

During the first half we sold a warehouse complex at Rocklea
in Brisbane for $9.4 million. This transaction generated a
pre-tax profit of $526,000.

in November 2004, the Directors revalued the Group's land
and buildings. Fair value was determined by an independent
valuation undertaken in Septermnber 2004 by Jones Lang LaSalle.
The impact of the revaluation was to increase Shareholders’
funds by $6.5 million. The revalustion also increased pre-tax
profit by $837,000. This occurred as a result of the reversal
of a previous write down of buildings against profit.

On 1 February 2005 we acquired the businesses of North
Easiern Transport Limited (North Eastern) based at

Wit Maunganui and McCarthy Transport Limited {(McCarthy}
at Napler in New Zealand. North Eastern is a key provider
of logistics services 1o the kiwi fruit industry and McCarthy
is i the log cartage industry. Both acquisitions strongly
complement our existing businesses in New Zealand.

in April we commenced construction of a new transport
terminal and warehouse facility at Laverton in Melbourne’s
west. The new facility is expected to cost $28.3 million 1o
construct and should be operational by April 2006.

This facility will enable future growth and consolidation of
our Melbourne-based operations.



On 17 June 2005 we announced our intention to raise equity
under a Non Renouncesble Rights Issue. The terms of the
issue were one share for every 10 shares held at $2.80 per
share. The number of shares issued under the Rights lssue was
5,993,867 which raised $16,552,828 net of costs. The issue
was fully underwritten by A A Scott Pty Ltd, the Company's
major shareholder, and was subject to the execution of

an underwriting agreement. Allotrent of the new shares
was completed on 21 Judy 2005, With the finalisation of the
Rights Issue we now have 65,973,507 ordinary fully paid
shares on issue.

We will pay a final dividend of 7.0 cenis per share, fully
franked on 28 Qctober 2005. This follows the interim
dividend of 8.5 cents per share paid in March 2005, making
the total dividend of 13.5 cents per share fully franked for
the year, up 22.7% on the previous year.

The new shares issued as part of the Rights Issue will
participate in the 28 Gctober 2005 dividend of 7.0 cents
per share.

The proceeds of the Rights Issue will be used to finance
capital expenditure in the development of the Laverton
trarsport terminal and future growth of the business.

This initiative, when coupled with our underlining profitability,
further strengthens our balance sheet and leaves the Group in
a healthy position to evaluate further acquisition opportunities
where they add value to our bisiness and Shareholders.

On 26 August 2005, Mr Atan Willlams stepped down as
Chairman and as a Director of the Company. The Board extends
its thanks to Alan for his contribution over the past 17 mornths,

Given the robust nature of the domestic economy, we are
confident that the business will continue to perform well in
the new financial year.

In conclusion, on behalf of the Board | would tike to thank
all employees for their loyalty, effort and commitment during
the year in review.

Tony lohnson
Chairrian



The 2004-2005 financial year was another succes:
period for K&S and ongahatsamasvenermach
$340.8 miltion. This increase was due in part to thi

continued organic growth in our traditiona! mark
and the full year impact of work won in the previous
financial year. Even mote pleasing is the professional
reputation that we continue to develop'and strengthen} =
altowing us to market to a broader range of customers.

Total Group revenue for the year was $353.6 million and net
profit before interest and tax rose to $28.4 miflion from the
previous year's rasult of $17.6 million. This was significantly
above forecast expectations and displays a continuing
strength in our business.

This year, our strategies have been directed at developing
high-end transport management functions and processes
that allow our customers 1o shed many of their distribution
functions and continuing to promote long-term customer
relationships.

Business development has been directed at markets that
traditionally have been dominated by the larger transport
companies and where competition has been compromised by
a tack of serious players. This is particularly noticeable in
market segments such as mining, grocery and automotive.

New Zealand

During the year, K&S purchased two New Zealand based
businesses; McCarthy Transport and North Eastern Transport.
McCarthy's has allowed us to strengthen our presence

in the strategically important timber market through log
haulage in the Hawkes Bay region. North Eastern Transport,
which supports the seasonal kiwi fruit industry, has also been
an important acquisition as it allovws us to deploy assets
during the bottom of the dairy cydle.

Our combined annual revenue base in New Zealand s now. © ©

more than $27 million peranngm. ~ -~ o

The New Zealand market continues to perform strongly in
theate 81 ifcrBasihgicotnpétition’ afid fatibnalisation in the
transport industry. We also face increasing changes to our | |

customer base frorh continued acquisitions in the timber
industry and the drive for cost savings from the dairy industry.
We continue to support the distribution of newsprint on
behaif of Norske Skog.

This year gave us the opportunity to show our ability to
support customers during periods of crisis when we were
asked to distribute newsprint to Auckland and Mt Maunganui
following the May floods that saw the rall network in the
Bay of Plenty thrown into chaos.

tn the coming year we aim to develop our customer base to
the point that we are not reliant on single large customers
and can deploy our vehicles to support the variability of
supply that is often associated with the New Zealand market.

Property Acquisitions

Property developrent continues to play an important

part in our future. In Queensiand, we exited the Rockles
facility and moved to a terminal facility in Postle Street,
Coopers Plains. This is an excellent location for muiti modal
and warehousing operations and puts us in dose proximity
to the main Brisbane rail terminal.

in Metbourne, the development has staried on our new
Boundary Road facility in Laverton. This 23-hectare site will
allow us to further consolidate owr operations in Meltbourne.

Laverton will e a state-of-the-art facility complete with
corporate office, terminal facliities, warehousing and
workshops. We also have significant capadity to build, own
and operate purpose-huilt distribution facilities for our key
and potential customers. The move into Laverton will be
completed by April 2006,



The paper industry was a strong

performer due to the implementation

of new distribulion arrangements,



Operations within cur key industry segments remain
strong, reflecting the strerigth of the Australian economy.

Metals

In the metals industry, Smorgon Steel Group volumes
remained strong and further opportunities have been offered
to us to increase our share of their business from the fevel -
of 70% to in excass of 85% which will represent significant
growth with our largest custorner. This growth is expected to
commence in the second half of the 2006 financial year.

Volumes from Alcoa continued to be strong both domestically
and in the international market where we perform export
corsolidation. Both the domestic and export volumes are
expected to grow throughout the coming year.

Capral Alurninium commissioned their new production facility

in Brishane and we have cortinued 1o provide linehaut services
to the Southern states in addition to our Jocal distribution and
linehaul services in Melbourne, Sydney, Perth and Adelaide.

Paper

The paper industry performed well this year. PaperlinX
volumes increased due to export volumes. Norske Skog
volumes also remained solid and we are preparing to enter
a new phase with higher volumes from the Albury mill and
the implementation of new distribution arrangements.

This year we opened a new facility at Anzac Street in
Chullora (Sydney) on behalf of Norske Skog. This facility
allowed us to exit the Greenacre facility and will give us the
capacity to support the build-up of stock volumes in
preparation for the shut down of the Albury mill in 2006.
We also won the contract to distribute paper on behalf of
Pan Asia through a facility in Adelaide.

Mining

The strong economy continues to drive growth in the
mining area. Many of the transport support functions in this
industry are based on long term contractual arrangements

"'__'with stignificant assets. This provides us with an excellent
" opportunity to guarantee future income by providing

wellstructured and professionally-managed transport and
logistics arrangements.

i terms of our bulk business, KBS was successful in extending
contracts in support of QMag and Cement Australia.

Much of ourbusiness developrient activityds centred on this
part of our business and significant opportunities have

been presented to K&S to support new and existing mining
developmerts. Our offshore activities certred on our Portland
depot also continue to perform well. We have been awarded
the onshore land-based support for the exploration compardes
in the Otway Basin.

Building Trade

Relationships with our building supplies and timber customers
strengthened throughout the year with an extension of our
relationship with Weyerhauser through the packing of
timber and linehaul to Melbourmne for the export market and
the continuing provision of support to Laminex and Boral.

Buginess Development

Business development activity remains strong. Our emphasis
during the year was on large blue chip companies that value
long-term partnerships. Of particular importance is the
change by the major retailers to manage their own logistics
activity. This offers K&S an excellent opportunity for growth.

Current development activity will result in significant
additional businass in coming years.

K&S continues to perform strongly in the face of a transport
industry that is still undergoing significant rationalisation.
Gpportunities continue to present themselves in terms of
modal selection and competition. The entry of Queensland
Rail into the logistics market and in particular its entry

into rail operations along the east coast provides us with

an opportunity to increase our forwarding activities and
force competition in @ market traditionally dominated by
Pacitic Natiohal.



Occupational Health and Safety

We are facing increased costs of compliance. This year

we appointed a risk manager to ensure that all compliance
issues continue to be addressed. This has raised our level
of professionalism 1o the extent that we can confidently
offer our customers full compliance accountability.

Industry Challenges

The price of fuel remains a large cost driver in our business.
Through commerdal arrangements we have recovered
part of these additional costs.

T developments continue to be at the forefront of our
thinking as it provides us with an opportunity to add real
value to our customers. This year we continued to consolidate
and enhance our network, improve performance, upgrade
our desktop environment and enhance security.

There have also been significant functional developments
including:

¢ The development of our new transport management
system, Panorama, to replace Cosmos. This is due
for complete roll out by the end of the finandial year.
The systern is functionally richer than our existing
system and includes components such as load building,
iocal transport and export management. The application
will enhance our ability to add value to our clients and
may also be licenced to our clients to enable them to
control aspects of their own transport arrangements.

& Export manager is an application, under the Panorama
umbrelia, that has been implemented successfully to
improve the flow of information between customers,
shippers and customs agencies.

The Year Ahead

K&S will continue 1o grow in the coming financial year.

The increase in organic business, combined with the full vear
impacts of our existing and potential acquisitions will see
K&S enter a new phase in its development.

Iwould like to particularly thank our customers and
employees for their support throughout the year.

Legh Winser
Marzging Directar



The Directors of the Company in office at the d '
report, together witlyparticolarsoftheirngualih
experience and special responsibilities, are set o

Alan Witliams Chairman fsince resigned

Age 57, Director since February 2004 )
Alan Wziizams had a career with Coles spanning over some -
40 years which saw him retire in Qctober 2003 from the
position of Chief Operating Officer, Food and Liquor
Group, which induded Coles and Bi-Lo Supermarkets and
Coles Express.

Member of:
# MNomination and Remuneration Committee

Mr Williams stepped down as Chairman and a Director on
26 August 2005.

tegh Winser Managing Director

Age 57, Director since December 1998

Legh Winser, has more than 32 years experience in the
tramsport industry. Prior 1o his appointment as Managing
Director in January 1998 he held other Executive positions
within the Company.

Member of:
* Nomination and Remuneration Committee
&  Environmental Committes

Tony johnson (Appointed as Chairman 26 August 2005}

Age 58, Director since 1986

Tony Johnson BA, LLE, LLM {Companies & Securities) is 2
Solicitor and an Accredited Mediator. Tony is Chairman of the
law firmn Johnson Winter & Slattery. He has worked extensively
in the corporate advisory and commercial disputes ares.

Mr Johinson is also a Director and Chairman of the listed entity
Heggies Butkhaut Limited.

Member of:
s Environmental Committes {Chairman

Laurie Ackroyd

Age 58, Director since May 2062

Laurie Ackroyd BA [Accouniancy), ACA has more than
15 years experiencg within the, Jransport and petroleum-
related industries, being thé Group Financial Controller ~
D{rector of the pravate%y owned Scott Group of Companies. .

Member of:
& Audit Committee (Chaiman)

e Oshorne Depuly Chairman

Age 68, Director since July 1997

Jirn Oshorne has extensive manufacturing and general
management experience, having occupied senior executive
positions with Kimberly-Clark Australia before retiring in 1997,

Member of:
&  Nomination and Remuneration Committee (Chairman)
& Environmental Committee

Greg Bowlton

Age 55, Director since January 1996

Greg Boutton BA {Accountancy), FCA, FCPA, FICS, FIAD

is & fulltime Company Director on a number of South
Australian privately owned companies and is Executive
Chairman of Venture Capital Company, Paragon Advisory Pty
Ltd and President of the Port Adelaide Football Club.

Member of:
e Audit Committes

Richard Nicholson

Age 82, Director since 1986

Richard Nicholson is a Chartered Accountant ACA in public
practice. He was previously the Company Secretary and
Finance Officer of the Scott Group of Companies and is still a
Non Executive Director of that Group.

Member of:
&  Nomination and Remuneration Commitiee
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Secretarios

Graham Allen PNA, FOS

Graham Alen has been the Company Secretary for three
years. He is an accountant and has extensive experience
in the retail, timber and transport industries. Mr Allen is
#so General Manager of Administration,

Chiris Bright BEc, LLB, Grad Dip CSPM, FUIS

Chris Bright has held the position of Group Legal Counsel for
three years. Prior 1o that was employed by Auspine Limited
as Legal Counsel and Alternate Company Secretary for two
years. Mr Bright was admitted as a Solicitor in South Australia
in 1997, He also has experience working in private practice
in Adelaide principally in commercial dispuie resolution.



Directors’ Report

The Directors present their report, together withithe finandal report of K&S Corporation Limited ("the Company"} and the
corsolidated finandial report of the consolidated entity, being the Company and its controlled entities, for the year ended

30 June 2005 and the Auditors’ Report thereon. -

Princi pal Activities

The principal activities of the consolidated entity during the course of the finandial year were transport and logistics, contract
management, warehousing and distribution and fuel distribution. There were no significant changes in the nature of the

activities of the consolidated entity during the year.

Operating and Financial Review

The consolidated profit for the year attribuiable to the members of K&S Corporation Limited is shown below, along with

comparative resuits for 2004

Financial overview 2004 2004 % Enprovement
Operating revenue m 346.8 2857 15.2
Operating profit after tax m 19.9 12.2 63.7
Net borrowings m 3.0 34.7 7.7
Shareholders' funds $m 84.9 66.0 28.7
Earpings per share cenis 33.2 20.3 63.7
Dividends per share cehts 135 1.0 22.7
Net tangible assets per share b 126 095 326
Cash flow per share b 043 0.42 2.1
Return on Shareholders” funds B 235 18.4 27.2
Gearing %% 423 60.6 30.2

The comsolidated profit after income tax of the economic
entity for the finandial year was $19.9 million, 63.7% above
the previous financial year. The economic entity generated
profit before interest and tax of $31.4 million, which

was 53.5% above the previous finandal year. Operating
reveriue of $340.8 million was 15.2% above the operating
revenue achieved in the previous financial year. The higher
operating revenues were a direct result of the continued
strong organic growth from the existing customer base,
the contribution from new contracts with Capral, Orrcon
and Coca Cola, together with the full year impact of the
acguisition of Cochrane’s Transport in New Zealand.

Organic growth from existing contracts contributed
additional revenues of $22.2 million or 49.3% of the overall
growth. The Group’s New Zealand operations performed
strongly during the period, with revenue increasing by 73.4%
to $27.3 mitlion. New contracts contributed an additional
$11.3 mitlion in operating revenues.

The Group's EBIT margin has continually been under pressure
during the course of the year as a result of escalating fuel

prices and the delay in recovering these costs from customers.

The increase in net profit has been generated from
significantly higher sales revenues, tight cost control, asset
sates and settlement of fraud related legal actions.

11
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Basic earnings per share were 33.2 cents up 63.7 % on the
corresponding period.

The economic entity continued its strong generation of
cash from operating activities during the year. The cash
generation has enabled gearing to be further reduced to
42 3% which is at the lower end of our target range

of 40% - 70%.

The net borrowings of the Group decreased slightly
during the year even after acquiring McCarthy Transport
and North Eastern Transport businesses in February 2005
in New Zealand.

Cash generated from operating activities of $25.6 million
was 2.1% above the previous year, despite higher tax
payments of $10.0 million during the year. Some $4.4 million
of the tax payments related to the 2003-04 financial year.

in August 2004, the Group purchased a new transport
terminal at Coopers Plains in Brishane. The new facility will
provide the upgraded infrastructure necessary to support
future growth and operational efficiencies.

During the first half of the year, the Group sold its Brisbane
warehouse and transport terminal at Rocklea for $9.4 million.
This transaction generated a pre-tax profit of $526,000.

in November 2004, the Directors revalued the Group's land
and buildings to fair value. Fair value was determined based
on ah independent valuation undertaken in September 2004
by Jones Lang LaSalle. The impact of the revaluation was to
increase Shareholders' funds by $6.5 million. The revaluation
also increased pre tax profit by $836,727. This occurred as a
result of the reversal of a previous write down of buildings
against profit.

A final dividend of 7.0 cents per share has been dedlared.
The dividend will be fully franked and payable on 28 October
2005 to Shareholders registered on the books at 14 October
2005. This takes the full year dividend to 13.5 cents,

an increase of 22.7% on the previous year. However, this
dividend has not been provided for in the accounts as it was
declared after balance date on 23 August 2005,

This Is in accordance with the Accounting Standard AASB 1044
“Provisions, Contingent Liabilities and Contingent Assets”.

Significant Changes in the State of Affairs

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

*»  On 1 February 2005, the consolidated entity, through
its subssidiary K&S Freighters Limited, acquired the
businesses of North Eastern Transport Limited {"North
Eastern”) based at Mt Maunganui and McCarthy
Transport Limited ("McCarthy"} at Napier in New Zealand.
North Eastern is a key provider of logistics services to the
kiwi fruit industry and McCarthy is in the log cartage
industry within New Zealand. Both acquisitions sirongly
compliment our existing businesses in New Zealand,

» I April 2005, the consolidated entity commenced
corstruction of a new transport terminal and warehouse
facitity at Laverton in Melbourne's west. The new facility
is expected to cost $28.3 million to construct and should
be fully operational by April 2006, This will enable future
growth and operational consolidation.

»  On 3 Acgust 2005, the economic entity reached a
confidential settlement with SportingBet PLC and
Number One Betting Shop Ltd in relation o the 2002
Fraud related legal matters. The settlemnent resulled
in an increase in the profit before tax of $6.4 million
in the current year’s result.

Environmental Regulation and Performance

The consolidated entity’s operations are subject to
environmental regolations under both Commonwealth and
State legistation in relation to its transport and storage
business and its fuel business.

The consolidated entity has a Board Committee, which
monitors compliance with environmental requlations.

The Directors are not aware of any significant breaches during
the period covered by this report.

Transport and Warehousing

The transport and warehousing business is subject 1o the
Dangerous Goods Acts in Commonwealth and State
legislation. The comsolidated entity monitors performance
and recorded two minor incidents during the year,



Fuel

The Fuel business is subject to the South Australian
Environmental Protection Act 1993 and the South Australian
Dangerous Substances Act 1979. The Directors are

not aware of any instances of non-comphance during the
reporting period.

Dividends

Dividends paid or dedared by the Company to members
since the end of the previous finandal year were:

as reported i last year's financial report:

1 A final fully franked ordinary dividend ftaxed to 30%}
of 6.0 cents per share amounting to $3,598,778 in
respect of the year ended 30 June 2004 was dedared
on 24 August 2004 and paid on 29 October 2004,

2 A fully franked preference dividend (taxed to 30%}
of 4.0 cents per share amounting to $4,800 in respect
of the year ended 30 June 2004 was dedared on
24 August 2004 and paid on 29 October 2004;

5
Arirterim fully franked ordinary dividend
{taxed to 30%)} of 6.5 cents per share in
respect of the year ended 30 June 2005 was
dedared on 22 February 2005 and paid on
30 March 2005 amounting to: 3,898,677

The final dividend declared by the Directors
of the Company on 23 August 2005 and
payable on 28 October 2005 in respect of
the year ended 30 June 2005 comprises:

1 A fully franked ordinary dividend {taxed 4,198,575
10 30%) of 7.0 cents per share; and

2 A fully franked preference dividend 4,800
{taxed to 30%} of 4.0 cents per share.

The preference share dividends are induded as interest
expense in determining Net Profit.

13
Events Subsequent to Balance Date -

Gn 17 June 2005, K&S Corporation Limited announced its
intertion 1o raise equity under a Non Renounceable Rights
tssue. The terms of the issue were one share for every 10
shares held at $2.80 per share. The number of shares issued
was 5,993,867 and it raised $16,552,828 {after costs associated
with the issue). The issue was fully underwritten by

A A Seott Pty Lid, subject to the terms of an underwriting
agreement. Allotment of the new shares was completed on
21 July 2005, With the finalisation of the Rights Issue, the
economic entity has 65,973,507 ordinary fully paid shares on
issug. The new shares will participate in the 28 Qctober 2005
dividend of 7.0 cents per share. The total dividend payment
will be $4,618,145, of which $419,571 represents dividends to
be paid on shares to be issued under the Non-Renounceable
Rights kssue.

Gn 1 August 2005, the Port of Melbourne Corporation
terminated its conditional contract 1o purchase the Whitehall
Street transport terminal in Melbourne for $11.6 million.

Gn 4 August 2005, the Port of Melbourne Corporation
subrnitted a new offer on the Whitehall Street transport
terminal, negotiations are still continuing on the property,
there is no impact on the Statement of Financial Performance
of the year ended 30 June 2005.

On 8 August 2005, the Directors of K&S Corporation Limited
advised the Australian Stock Exchange {ASX) that a
confidential settlement had been reached with litigation
against SportingBet PLC & Number One Betting Shop Ltd.
The impact of this settlernent on the year’s result is discussed
under Significant Changes in the State of Affairs.

Cther than the matiers discussed above, there has not
arisen in the interval between the end of the finandal year
and the date of this report any itern, transaction or event of
a material and unusual nature lkely, in the opinion of the
Directors of the Cormpany, to affect significantly the
operations of the consolidated entity, the results of those
operations, or the state of affairs of the consolidated entity
in future finarncial years.
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Likely Developments

i is anticipated that the consolidated entity will continue to
expand transport and logistics operations during the next
financial year by further extending its services throughout
Australia and New Zealand and adopting the latest technolo-
gy in the industry to contain costs and enhance the services
offered to customers.

Directors

The Directors of the Company in office at any time during or
since the end of the financial year are:

Alan Williams (Chalrman)

Laurie Adkroyd

Gragory Boulton

Anthony Johnson

Richard Nicholson

James Osborne

Lagh Winser {(Managing Director}

Secretaries

Graham AHen PNA, FUS
Christopher Bright BEc, LLB, Grad Dip (SPM, FOIS

With the exception of Mr Winser, all Directors are
Non Executive Directors,

Particulars of Directors’ qualifications, experience, spedal
rasponsibilities and other relevant Directorships are shown
on pages 9-10 in the Annual Report.

Directors’ Interests

The beneficial interest of each Director in thelr own name in
the share capital of the Company shown in the Register of
Birectors’ Shareholdings as at the date of this report is:

Ordinary Shares

Mr R Nicholson §,874
Mr ] Oshorne 46,000
Mr L Winser 264,000

Birectors of the Company have relevant interests in
additional shares as follows:
Ordinary Shares

Mr G Boulton 85,000
Mr A Johnson 137,874
Mr L Winser 55,400
Mr ] Oshorne 51,000
Mr R Nicholson 5,000

Directors’ Meetings

The number of Directors' meetings {induding meetings of Commitiees of Directors) and number of meetings attended by each

of the Directors of the Company during the financial year were:

Divector Directors’ Meetings
Mo, attended 3o, held No. attended

Mr A Williams 13 13 -
Mr R Nicholson 12 12 -
Mr A Johnson 12 12 -
Mr G Boulton 12 13 4
Mr ] Osborne 13 13 -
Mr L Ackroyd 12 12 4
Mr L Winser 12 12 -

Audit Committes
fteetings

Nomination and Envirenmental Committee

Remuneration Meetings
Commitiee Meetings
Mo, held Ho. atiended Ho. held Ne, attended Mo, held
. 7 7 . ;
. 7 7 . ;
. - - 4 4
4 ; - . ;
. 2 2 4 4
4 ; . . ;
. 2 2 4 4

Only Messrs Williams, Oshorne and Boulton were eligible to attend the 13th Board meeting as the other Directors had a conflict of

interest and were excluded from attending.



Remuneration Report

This report outlines the remuneration arrangements in place
for Directors and Executives of K&S Corporation Limited
{the Company}.

Remuneration Philosophy

The performance of the Company depends upon the quality
of its Directors and Executives. To prosper, the Company
must attract, motivate and retain highly skilled Directors
and Executives.

To this end, the Company embodies the following key
principles in its remuneration policy:

+  Remuneration is set at levels that will attract and
retain good performers and motivate and reward them
1o continually improve business performance.

« Remuneration is structured to reward employees for
increasing shareholder value.

+ Rewards are linked to the achievement of personal
targets and business strategiss.

The Momination and Remuneration Committee

The Nomination and Remuneration Committee of the Board
of Directors of the Company is responsible for determining
and reviewing compensation arrangements for the Directors,
the Managing Director and the Senior Management team.

The Nomination and Remuneration Committee assesses the
appropriateness of the nature and amount of remuneration
of Directors and Senior Managers on a periodic basis by
reference to relevant employment market conditions, with the
overall objective of ensuring maximum stakeholder benefit
from the retention of a high quality Board and Executives.

Remuneration Structure

In accordance with best practice corporate governance, the
structure of Non Executive Director, Executive Director and
Senior Manager remuneration is separate and distinct.
Non Executive Director Remuneration

Objective

The Board seeks to set aggregate remuneration at a level
which provides the Company with the ability to attract and

retain guality Directors, whilst incurring 2 cost which is
acceptable to Shareholders.

Struciure

The Constitution and the ASX Listing Rules specify that the
aggregate remuneration of Non Executive Directors shall

be determined from time 1o time by a general meeting.

The latest determination was at the Annual General Meeting
held on 23 November 2004 when Shareholders approved an
aggregate remuneration of $400,000 per year.

The amount of aggregate remuneration sought to be
approved by Shareholders and the amounts paid to Directors’
is reviewed annuailly. The Board considers advice from
external consultants, as well as the fees paid to Non-Executive
Directors of comparable companies when undertaking the
annual review. Each Non Executive Director receives a fee
for being a Director of the Company.

Non-Executive Directors have long been encouraged by
the Board to hold shares in the Company {purchased by the
Director on the market). It is considered good corporate
governance for Directors to have a stake in the Company
whose Board he or she sits on.

The remuneration of Non-Executive Directors for the period
ended 30 June 2005 is detailed on page 17 of this report.

Executive Director Remuneration and Senior Managers
Objective

The Company aims 1o reward Executives with 2 level and
mix of remuneration commensurate with their position and
responsibilities within the Company to:

s reward Executives for company, business unit and
individual performance against targets set by refererce
to appropriate benchmarks;

«  align the interests of Executives with those
of Shareholders;

s iink reward with the strategic goals and performance
of the Company; and

« ensure total remuneration is competitive by
market standards.
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Bemuneraiion £

Structure

in determining the level and make up of Executive
remuneration, the Nomination and Remuneration Committes
seeks external information detailing market levels of
comparable executive roles from which the Committes makes
its recommendation to the Board.

i is the Nomination and Remuneration Committee's

policy that fixed term contracts are only entered into with
the Managing Director and with no other Executives.

The Managing Director, Mr Legh Winser, has a contract of
employmernt with the Company. His remuneration comprises
a salary and allowances package. On early termination,

Mr Winser would receive up to twelve months salary and
benefits. Mr Winser is not present whilst discussions are held
in refation to his performance and salary package.

Directors Retirement Benefits

A change to the Directors Retirement Benefit calculation
was made in July 2004 to freeze accumulation of years of

Earnings per Share

%
0.400

0330

0.300

0,250

0.200

0,300

0,050

2003 2002

service of Directors as at 30 June 2004, No Director
commencing after 1 July 2004 is eligible for any benefits
under the Retirement Scheme.

The expenditure provided {not paid) during the year ended
30 June 2005 is attributable only to the method of calculation
which involves the averaging of the fees paid to Directors as
per the benefits scheme in operation up to 30 June 2004

The amounts recorded for Mr L Ackroyd and Mr A Williams
represents a provision of retirement benefits from the date
of commencement of service to 30 June 2004 which was not
previously provided in the accounts.

Company Performance

The graph below shows the performance of the Company
{as measured by the Company's earnings per share).

The earnings per share calculation for year ended 30 June
2002 exciudes the impact of the fraud in that year.

2003 2004 2005



Director remuneration for the year ended 30 June 2005

Birector Base Emolument Non-cash Benefits Retirement Benefits  Super Contributions Yotat
$ % $ % $
flon Executive
Mr A Williarns 80,000 - 1,760 8,800 90,560
Mr L Ackroyd 45,000 - 13,536 4,950 63,486
Mr G Boulton 45,000 - 5,000 4,950 54,950
Mr A Johnson 45,000 - 10,000 4,950 58,950
Mr R Nicholson 45,000 - 10,000 4,950 58,950
Mr J Gsborne 45,000 - 4,667 4,950 54,617
Executive
Mr L Winser 343,000 36,255 - 37,752 417,207

Remuneration of the five named Executives who receive the highest remuneration
for the year ended 30 June 2005

Executive Officers Base Emolument Non-cash Benefits Retirement Benefits  Super Contributions Yotat
§ % $ $ $
Mr S Fanring 242,912 33,844 - 37,371 314,127
Mr D Coldham 166,454 24,083 - 42,010 232,547
Mr B Wharton 173,250 23,700 - 19,058 216,008
Mr G Allen 148,500 21,840 - 18,038 188,378
Mr B Walsh 129,910 23,037 - 31,091 184,038

Dividends paid to Shareholders

Lents

2001 2002 2003 2004 2005

17
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General Disclosures

K&S Corporation Limited is a company limited by shares that
is incorporated and domicilted in Australia.

Indemnification and Insurance of
Directors and Officers

Indemnification

The Company indemnifies current and former Directors,
Executive Officers and the Seaetaries of the Company and
its controlled entities against all liabilities, costs and
expenses to another person {other than the Company or a
related body corporate} to the maximurm extent permitted
by law that may arise from their position as Directors,
Executive Officers and Secretaries of the Company and its
controlled entities, except where the liabitity arises out of
conduct involving a lack of good faith.

Insurarice Premiums

Since the end of the previous financial year, the Company
and its Directors, Executive Officers and Secretaries, have
paid insurance premiums of 522,339 in respect of Directors
and Officers’ Liability insurance contracts, for current and
former officers, including Directors, Executive Officers and
the Secretaries of the Company and its controfled entities.
The insurance premiums relate to:

»  costs and expenses incurred by the relevant officers
in suceessfully defending proceedings, whether civil
or criminal; and

» other liahilities that may arise from their position,
with the exception of conduct involving a wilful breach
of duty or position to gain a personal advantage.

The officers of the Company covered by the policy include
the corrent Directors; A Williams, G Boulton, A lohnson,
R Nicholson, } Osborne, L Ackroyd and L Winser,

Other officers covered by the contract are Executive Officers
and the Secretaries of the Company and Directors and the
Secretaries of controlled entities {(who are not also Directors of
the Company), General Managers and other Executive Gfficers
of controlied entities.

Tax Consolidation

Effective 1 July 2002, for the purposes of income taxation,
K&S Corporation Limited and its domestic based 100% owned
subsidiaries formed a tax consolidated Group. Members of
the Group entered into a tax sharing arrangement in order to
allocate income tax expense to the wholly owned subsidiaries
on a pro-rata basis. In addition, the agreement provided for
the allocation of intome tax labilities between the entities
shoutd the head entity default on its tax payment obligations.

Corporate Governance

In recognising the need for the highest standards of corporate
behavior and accountability, the Directors of K&S Corporation
Limited support the principles of corporate governance.

The Company’s Corporate Governance Statement commences
on page 20 of the Annual Report.

Rounding Off

The Company is of a kind referred to in ASKC Class Order
981100 dated 10 July 1998 and in accordance with that Class
Order, amounts in the financial report and Directors’ Report
have bean rounded off to the nearest thousand dollars,
unless otherwise stated.



Auditor Independence and
Non-Audit Services

The entity's auditor, Ernst & Young have provided the
economic entity with an Auditors’ Indeperndence Dedaration
which is on page 69 of this report.

The following norraudit services were provided by the enlity’s
auditor, Ernst & Young. The Directors are satisfied that the
provision of nonraudit services is compatible with the general
standard of independence for auditors imposed by the
Corporations Act. The nature and scope of each type of
nor-audit service provided means that auditor independence
was not compromised.

Ernst & Young received or are due to receive the following
amounts for the provision of non-audit services: Accounting
advice with impact to the Rights Issue — $25,000 and
Assistance with the transition to the Australian equivalents
of IFRS - $10,980.

Dated at Mount Gamibier this 23rd day of August 2005

Signed in accordance with a resolution of the Directors.

A Williams
Director

L Winser
Director
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Corporate Governance

The Board of Directors of K&S Corporation Limited is
responsibile for the governance of the consoiédated"enﬁéty,
The Board guides and monitors the business and affairs of
K&S Corporation Limited on behalf of the Shareholders by
whom they are elected and to whom they are accountabie. ..

In keeping with the Australian Stock Exchange Corporate
Governance Council's Principles of Good Corporate '
Governance, this statement outlines the Company's
comphiance with the ASX principles. The Board has
progressively implemented the changes to its Corporate
Governance processes.

The K&S Corporation Limited Corporate Governance
statemert s structured with reference to the Corporate
Governance Council's principles and recommendations,
which are as follows:

Principle 1 Lay solid foundations for management oversight
Principle 2 Structure the board to add value

Principle 3 Promote ethical and responsible decision making

Principle 4  Safequard inlegrity in financial reporting

Principle 5 Make timely and balanced disclosure
Principle §  Respect the rights of Shareholders
Principle 7 Recognise and manage risk

Principle 8 Encourage enhanced performance
Principle 9 Renumerate fairly and responsibly

Principle 10 Recognise the legitimate interest of Shareholders

The Roles of the Board and Management

The Board has a charter which establishes the relationship
between the Board and management and describes their
functions and responsibilities in a manner which is consistent
with ASX Principle 1.

The role of the Board is to oversee and guide the
management of K&S Corporation Limited and its businesses
with the aim of protecting and enharcing the interests of
Shareholders after taking into account the interests of
employees, customers, suppliers and the community at large.

The Board is responsible for setting the strategic direction
of the Company, establishing goals for management and
monitoring the achievemnent of those goals. The Managing
Director is responsible to the Board for the day to day
management of the Company.

All management, incuding the Managing Director, have clear
statements of roles and responsibilities.

Structure of the Board

The Board currently comprises six Non-Executive Directors,
including the Chairman, and one Executive Director, namely,
the Managing Director,

Directors are expected to bring independent views and
iudgement to the Board's deliberations. In respornse to the
ASX Principles, the Board Charter requires the Board to
include a majority of independent Non-Executive Directors,
an ihdependent Non-Executive Chairman and to have a
different person filling the roles of Chairman and Managing
Birector. The Chairman of the Audit Committee cannot be
Chairman of the Board.

Directors of the Company are considered to be independent
when they are independent of management and free from
any business or other relationship that could materially
interfere with or could reasonably be perceived to materially
interfere with the exercise of their unfettered independent
judgement. Materiality of business and other relationships
held by 2 Director is considered from both the Company
and individual Director perspective. The determination

of materiality requires consideration of both quantitative
and gualitative elements. Quantitative factors relate to

the financial value of the business or other relationship.



Qualitative factors considered include whether a relationship
is strategically important, the competitive context of the
relationship, the nature of the relationship and the contractual
or other arrangements governing it or other factors which
point 1o the actual ability of the Director in question to
influence the direction of the Company other than in the
best interests of the Company as a whole.

The Board has reviewed the position of each of the seven
Directors in office at the date of this report and considers
the following Directors of the Company 1o be independent:

[RET Pasition

A Williams Chairman, Non Executive Director
G Boulton Non Execiutive Director

J Oshorne Non Executive Director

The Board assesses the independence of new Directors
upon appointment and reviews thelr independence, and
the independence of the other Directors, as appropriate.

The Board considers the following Directors as not
independent:

L Winser
L Ackroyd

Manadging Director

Non Executive Director.

Mr Ackroyd is the Group Financial
Controfler and a Director or Secretary of a
number of companies within the Scott
Group of privately owned companies, one
of which {4 A Scott Pty Ltd) is the fargest
shareholder of K&S Corporation Limited.
Non Executive Director.

Mr Nicholson is a Director of a number of
companies within the Scott Group of
privately owned companies, one of which
{A A Scott Pty Ltd} is the largest shareholder
of K&S Corporation Linvted.

Non Executive Director.

Mr Johnson is Chairman of a company
contralfed by A A Scott Pty Ltd, the largest
shareholder of K&S Corporation Limited.
Mr Johnson is afso a partner of Johnson
Winter & Slattery which provides legal
services to K&S Corporation Limited and
its subsidiaries.

& Nicholson

A lohnson

The Board structure is consistent with ASX Principle 2, with
the exception of Recommendation 2.7 which requires that the
majority of the Board be Independent Directors. The Board
structure ceased to comply with Recommendation 2.1 because
of the appointment on 29 October 2004 of Mr A Johnson

as Chairman of a company controlied by A A Scott Pty Lid,
the largest shareholder of K&S Corporation Limited. Prior to
this appointment, the Board regarded Mr A Johnson as an
independent Non Execulive Director,

The Board considers that the mix of skills and experience of
and the contributions by the Non-Independent Non Executive
Directors offsets the benefits to the Company of having a
majority of independent Non Executive Directors. However,
as part of the review of Board Performance {refer below)}
Directors have regard to the balance of Independent and
Non-independent Non Executive Directors.

There are procedures in place, agreed by the Board, to enable
Directors, in furtherance of their duties, to seek independent
professional advice at the Company's expense.

The Board meets formally at least eleven times a year and on
other occasions as required. During the course of the year,
the Board's sul»-committees meet on a number of occasions
to deal with their specific responsibilities in relation 1o the
Cormpany’s business. Senior Management attend and are a
vital ingredient to the sub-commiltess, making presentations,
providing information and responding to questions of

the Directors.

Al Directors have unrestricted access to all employees of the
Group and, subject to the law, access to all Company records
and information held by employees and external advisers.
The Board receives regular financial and operational reports
from Senior Management to enable it to carry out is duties
and responsibilities.



22

Retirement and Re-election of Directors

The Company's Constitution requires one third of the
Directors, other than the Managing Director, to retire from
office at each Annual General Meeting. Directors who have
been newly appointed by the Board during the year are
required to retire from office at the next Annual General
Meeting and are not taken into account in determining the
nurmber of Directors required to retire at that Annual General
Meeting. Retiring Directors are eligible for re-election

by Shareholders.

Review of Board Performance

During the 2005 financial year, the Board implemented a
process for the regular review of its overall performance,
consistent with ASX Principle 8. Regular review involves
both analysis by the Board of the results of a questionnaire
completed by all Directors and discussion between the
Chairman and each of the Directors. The Board's performarice
review departs from Recommendation 8.7 as the review s
conducted by the full Board, and not the Nomination and
Remuneration Committee. As the Board is comprised of only
seven Directors, the Board considers this the most effective
way to address its own performance.

Committees of the Board

Three standing Board Cornmiltees assist the Board in the
discharge of its responsibilities. These committees are:

» The Audit Committee
» The Nomination and Remuneration Commitiee

» The Environmental Committee

Audit Committee

The Board has an established Audit Committes, which
operates under a Charter approved by the Board.

i is the Board’s responsibility to ensure that an effective
internal control framework exists within the entity.
This includes internal controls to deal with both the

effectiveness and effidency of significant business processes,
the safeguard of assets, the maintenance of proper
accounting records, and the reliability of financial information
as well as non-financial considerations such as benchmarking
of operational key performance indicators. The Board has
delegated 1o the Audit Committee the responsibility for the
establishment and maintenance of a framework of internal
control and ethical standards for the management of the
consolidated entity, consistent with ASX Principle 4.

The Audit Commitiee also provides the Board with additional
assurance regarding the reliability of the financial information
for inclusion in the financial reports. AH members of the
Audit Committee are Non-Executive Directors.

Among the specific responsibilities set out in the Audit
Commitiee Charter, the Audit Committee reviews all published
accounts of the Group, reviews the scope and independence
of external audits, monitors and assesses the systems for
internal compliance and control, legal compliance and risk
management and advises on the appointment, performance
and remuneration of the external auditors.

The members of the Audit Committee during the year were:

L Adkroyd (Chairman)
G Boulton

Mr Ackroyd, as Chairman of the Audit Committee, is not
considered to be independent wsing the ASX Council’s
definition of independence by virtue that he is an officeholder
and employee of companies associated with the largest
shareholder of the Group. However, the Board considers that
Mr Ackroyd's extensive experience in the fields of Finance,
Accounting, Transport and Management brings an
appropriate level of knowledge, experience and expertise

to the role of Chairman of the Audit Committee.

The ASX Council Guidelines recommends that the Audit
Committee consist of at least 3 members who are aff

non executive and the majority independent. The Board is
of the view that the current composition of the Audit
Committee is appropriate given the size of the business and
extensive financial skills of the current members of the
Audit Committee,



The Managing Director, the Chief Financial Officer, the
Company Secretary, the external Auditors and any other
parsons considered appropriate attend meetings of the
Audit Committee by invitation. The Commitiee also meets
from time to time with the external Auditors independent
of management.

The Audit Committee met on four occasions during the
course of the year.

Nomination and Remuneration Committee

Consistent with ASX Principle 9, the Board has a Nomination
and Remuneration Committee with a formal Charter.

The role of the Commitiee is 1o review and make
recommendations to the Board on remuneration packages
and policies applicable to the Managing Director, Senior
Executives and Directors themselves.

Rernuneration levels are competitively set to attract and
retain appropristely qualified and experienced Directors
and Senior Executives. The Nomination and Remuneration
Committee obtains independent advice on the
appropriateness of remuneration packages. It also plays a
role in evaluation of the performance of the Managing
Director and management succession planning. This role
includes the responsibyility for incentive performance
packages, superannuation entitlements, retirement and
termination entitlements, fringe benefit policies, professional
indemnity and liability insurance policies. Remuneration
levels are competitively set to attract and retain appropriately
qualified and experienced Directors and Senior Executives.

The members of the Nomination and Remuneration
Committee during the year were:

My } Osborne (Chairman)
Mr R Nicholson

Mr A Williams

Mr L Winser

The Nomination and Remuneration Committes meets twice
a year and as required. The Committee met formally twice,
but also informally on a number of other occasions during
the year.

The Company’s Non Executive Directors receive only fees
and superannuation for their services and the reimbursement
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of reasonable expenses. The fees paid to the Company's -
Non Executive Directors reflect the demands on, and
responsibilities of, those Directors. The advice of independent
remuneration consultants is taken to establish that the
Direciors’ fees are in Hine with market standards. Non Executive
Directors do not receive any shares, options or other securities
in addition to their remuneration.

A Birectors’ fee pool limit of $400,000 was approved by
Sharehiclders at the Annual General Meeting in November
2004, This fee pool is only available to Non Executive
Directors. The Non Executive Directors currently receive
£45,000 per annum and the Chairman is paid $80,000 per
annurn. Committee membership does not entitle a Director
to additional fees.

The Managing Director, Mr Legh Winser, has a contract of
employment with the Company. His remuneration comprises
a satary and alowances package. On early termination

Mir Winser would receive up 1o twelve months salary and
benefits. Mr Winser is not present while discussions are held
in relation to his performance and salary package.

Non Executive Directors' retirement benefits scheme
ertitlernents were frozen in years of service as at 30 June 2004
and will be paid on retirement.

The structure and disclosure of the Company's remuneration
of Non Executive Directors is consistent with ASX Principle 9.

Further details of Directors’ remuneration, superannuation
and retirement payments are set out in the Directors’ Report
and Note 33 to the financial statements.

Environmental Committee

The Board has established an Ervironmental Commities,
which operates under a Charter approved by the Board, The
role of the Committee is to monitor environmental incidents,
exposures and compliance with environmental regulations.

The members of the Environmental Commitiee during the
year were:

Mr A Johnson {Chalrman)
#r ) Osborne
Mr L Winser
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Mr Chris Bright acls as Secretary to the Environmental
Committee.

The Environmental Commiltee is responsible for:

»  reviewing and recommending, as appropriate, changes
to the Company's environment policies;

»  ensuring the adequacy of ervironmental procedures
and controls implemented by Management;

» reporting to the Board on Company comphiance with
environmerital procedures and controls;

» reviewing the adequacy and effectiveness of resources
devoted to informing employees of their environmental
obligations and to training employess to operate
within Company guidelines and fegal reguirements;

» regular monitoring of license requirements, with
performance against license conditions reported 1o
the various State regulators on a reguiar basis; and

»  review any environmental incidents that have occurred
and monitor actions taken or 1o be taken.

To enable it to meet its responsibilities, the Committee has
established a regular internal reporting process.
The Environmental Committee met four times during the year,

Financial Reporting

Consistent with ASX Prindiple 4, the Company’s financial
report preparation and approval process for the financial
year ended 30 June 2005, involved both the Chief Executive
Officer and Chief Financial Officer giving a sign off that the
Company's financial reports present a true and fair view,

in all material respects, of the Company's financiat condition
and operational results and are in accordance with

relevant accounting standards. This sign off also includes
the Company's risk management processes and internal
compliance and control procedures.

Audit Governance and Independence

As part of the Company's commitment to safeguarding
integrity in financial reporting, the Company has
implemented a review process to monitor the independence
and competence of the Company's external Auditor,

The Company’s current external Auditors are Ernst & Young.
The effectiveness, performance and independence of the
external Auditor is reviewed by the Audit Committee.

If it becomes necessary to replace the external Auditor for
performance or independence reasons, the Audit Committee
will then formalise a process for the selection and
appointment of new Auditors.

Ernst & Young has a policy for the rotation of the lead
audit partner for their clients. The lead audit partner for the
Company will be next rotated from 1 July 2007,

The Audit Committee’s Charter requires the provision of non
audil services to the Company or its business units by the
external audit firm to be approved by the Audit Commitiee.

Consistent with ASX Principle 6 & 10, Ernst & Young attend,
and are available to answer questions at the Company’s
Annual General Meeting.

Risk Management

Consistent with ASX Principle 7, the Company is committed
to the identification, monitoring and management of risk in
the business. The management systems in place as part of
the risk management controls include:

» (Capital expenditure and new revenue contract
commitments above set limits obtain prior
Board approval.

»  Financial exposures are controlled and the use of
derivatives is limited o interest rate swaps.

*  QOccupational health and safety standards and
management systems are monitored and reviewed
to achieve high standards of performance and
compliance with regulations.

»  Business transactions are properly authorised
and executed.

*» A comprehensive annual insurance programime,
including external risk management survey and
action plans.

»  Annual budgeting and monthly reporting systems
for all business units, which enable the monitoring
of progress against performance targets and the
evaiuation of trends.



« Appropriate due diligence procedures for acquisitions
and divestrments,

« Disaster management systems for key IT systerms and
recovery plans.

Maragement is responsible to the Board for the Group's
systern of internal control and risk management.

The Audit Committee through its Charter assists the Board
in monitoring this role.

Continuous Disclosure

The Company understands and respects that timely disclosure
of price sensitive information is central to the efficient
operation of the Australian Stock Exchange securities
market and has adopted a comprehensive policy covering
announcements to the Australian Stock Exchange.

The Comparny Secretary has the responsibility for overseeing
and co-ordinating disdlosure of information to the Australian
Stock Exchange. The Company Secretary also lfaises with the
Managing Director, Chairman and the Chief Financial Officer
in relation to continuous disclosure matters. The Chairman,
or irt his abserce the Deputy Chairman, approves all releases
to the Australian Stock Exchange prior to release.

The Comparny posts all releases to the Australian Stock
Exchange and media on the Company's website.

The Company’s Continuous Disclosure Policy is consistent
with ASX Princigle 5.

Conflict of Interest

In acrordance with the Corporations Act 2001 and the
Company’s Constitution, Directors must keep the Board
advised, on an ongoing basis, of any interest that could
potentially conflict with those of the Company. Where the
Board believes that a significant conflict exists, the Director
concerned does not receive the relevant Board papers and
is hot present at the meeting whilst the fem is considered,
The Board has developed procedures to assist Direclors

to disclose potential conflicts of interest. Details of Divector
related entity transactions with the Company and
consolidated entity are set out in Note 35.
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Director Dealing in Company Shares -

The Constitution permits Directors and Officers to acquire
shares in the Company. Company policy prohibits Direclors,
associates and officers from dealing in Company shares or
executive options:

e  Dxcept up to 30 days after either the release of
the Company's half year and annual results 1o the
Australian Stock Exchange, the annual general
meeting or any major announcement.

«  \Whilst in possession of price sensitive information.

*  Directors may trade in shares in the Company outside
windows as stated, where they have obtained the
approval of the Chairman.

in accordance with the provisions of the Corporations Act
2001 and the Listing Rules of the Australian Stock Exchange,
Directors advise the Exchange of any transactions conducted
by them in shares in the Company.

International Quality Standard 150 9002

The consolidated entity strives to ensure that its services are
of the highest standard. Towards this aim, it has achieved
IS0 9002 accreditation for its core business segment and is
well advanced in the implementation of Occupational Health
& Safety systerms to meet the AS4801 Standard.

Ethical Standards

The Board has adopted the Code of Conduct produced by
the Australian Institute of Company Directors to guide the
Directors and promote high ethical and professional standards,

The Board acknowledges the need for continued maintenance
of the highest standards of Corporate Governance praclice
and the ethical conduct by all Directors and employees of the
Company and has approved the following polides:

Code of Conduct

The Company has a Code of Conduct for its employees to act
withir the law, avoid conflicts of interest, protect Company
property, keep information confidential and act honestly and
ethically in all business activities.
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Trade Practices

The Company has a Trade Practices Policy advising relevant
employees on the legisiative prohibitions on price fixing
and anti-competitive arrangements between competitors
and suppliers.

Other Policies

Amongst other policies endorsed by the Board in previous
years are the Occupational Health and Safety, Environment
Protection, and Electronic Communications Policies and the
Road Law Compliance Statement.

The Group's ethical standards are consistent with the
requirements of ASX Principle 3.

Communication with Shareholders

The Company places considerable importance on the
communication with Shareholders,

The Company's communication strategy promotes the
communication of information to Shareholders through the
distribution of the Annual Report, announcements through
the Australian Stock Exchange and the media regarding
changes 1o the business and the Chairman address at the
Annuat General Meeting.

K&S Corporation Limited post all reports, Australian Stock
Exchange and media releases on the Company’s website.

The communication strategy is consistent with
ASX Principle 10,
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Statement of Financial Performance

FOGR THE YEAR ENDED 2065
Consolidated The Company
005 2004 605 2004
Note Sadis 000 S0 S000%s
Revenue from rendering of services 3 298,241 258,034 - -
Revenue from sale of goods 3 42,569 37,888 - -
Revenue from sale of non-current assets 3 11,656 3270 -
Cther revenues from ordinary activities 3 1,122 1,354 15,588 10,450
Total Revenus 3 353,588 300,346 15,598 10,480
Cost of goods sold {39,157} {34 387} - -
Contractor costs {124,734} {307,991} - -
Employee benefits expenses {71,119 (B R4 {499} 273
Fleet expenses {57,113} {44 450; - -
Depreciation and amortisation expenses b} {14,493} {13,621} - -
Borrowing costs b} {2,947} 2832} {143 {150}
Cther expenses from ordinary activities {12,362} {12,983} {132} 203
Written down vatue of non-current assets sold {10,250} 2282} - -
2002 fraud related recoveriesf{expenses), net Ma} 6,060 {179 - -
Reversal of previous write down of buildings Ma} 837 - - -
Share of net profits of associates
using the equity accounting method 36 129 124 - -
Profit from ordinary activities hefore
refated income tax expense 28,439 17,621 14,824 10,047
ncome fax expense
refating to ordinary activities Gla} {8,518} {54511 53 14
Profit from ordinary activities after
refated income tax expense 19,921 12,170 14,877 10,033
Net profit attributable to
members of the parent entity 22 19,921 12,170 14,877 10,033
Non-owner transaction changes in eguity
Wet increasef{decrease}
tn assei revaluation reserve 21 6,451 - - -
Net exchange difference on transiation of financial
statements of foreign controlled entity by 36 305 - -
Total changas in equity from
non-owner related transactions attributable
to the membars of the parent entity 24 26,408 12,475 14,877 10,033
Basic earnings per share 7 33.2% 2028

The Stateraent of Financial Performance 1s 1o be read in conjunction with the

nodes to and forming part of the finandial staterments sef out on pages 31 1o 67,



Statement of Financial Position

AS AT 3D JUXRE 2045

Consobidated Fhe Company
P 2004 2045 2004
Note F060's S0l S060's S0O0'
Current assots
Cash 9 14,661 7672 - -
Recelvables 10 41,280 29 878 38,580 23,043
inventories 11 2,317 1,931 - -
Other kL1 2,422 2,344 - -
Total current assets 60,680 41,821 38,580 23,043
Non-current assets
Recelvables 10 - - 17,861 17,061
Investments accounted Tor using equity method iz 536 532 - -
Other financial assets 13 20 20 14,040 14,040
Property, plant & equipment 15 110,489 99,766 - -
intangibles 16 9,233 8732 - -
Deferred fax asseis &(c} 3,058 3,642 2,960 3,565
Total non-current assets 123,335 112,692 34,961 35,566
Total assets 184,016 154,513 73,511 58,609
Current liabilities
Payables 17 37,471 30,045 25,520 150835
Interest bearing liabiities 18 10,888 10,534 - -
Current tax Habilities 6{b} 2,014 £ 386 2,135 4 480
Provisichs 19 4,31 3,723 - -
Total current liabilities 54,684 48,688 27,655 20,415
Mon-current liabilities
Interest bearing liabifities 18 35,814 31,805 &0 B0
Dreferred tax liabilities &{c} 5,653 5369 5,313 5,046
Provisichs 19 2,963 2,560 360 315
Total non-current liabilities 44 430 39,834 5,733 5,421
Total Habilities 98,114 88,522 33,388 25,836
Net assets 84,9402 65,991 A0,153 32773
Equity
Contribuied equity 20 27,566 27 966 27,566 27966
Reserves 21 11,548 6,356 230 230
Retained profits 22 45,388 31,669 11,957 4577
Total eguity 84,9462 65,991 44,153 32,773

The Statement of Finandial Performance & to be read in conjunction with the
notes 1o and Torming part of the financal statements set out on gages 31 o 67,
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Statement of Cash Flows

FGR THE YEAR ENDED 2065

Consolidated The Company
200% 2004 2005 2004
Note Sa0ds 50007 S0 000

Cash flows from operating activities
Cash receipts in the course of aperations 379,315 330,720 596 489
Cash payments in the course of operations {331,608} (287 158 {480} i444%
Dividends received % 1 15,001 10,40
tnterest received 255 334 % 1
Borrowing costs paid {2,947} 2832} {143} {150}

thcome taxes paid, net {10,023} (7533} {1,526} {1,576}

Net goods and services tax paid {8,972} 8261} - -
2002 fraud related recoveries/{expenses), net {389} {179 . -
Net cash provided by operating activities 3HH 25,632 25,097 13,449 7,920

Cash flows from investing activities
Froceeds from sale of non-current assets 11,656 3,270 - -
Payments for property plant & equipment {11,090} {7,037 - -
Purchase of N7 businesses {4,730} - - -
Purchase of controlled entity 31418 - (B.R21} - -
Het cash {used) in investing activities {4,164) {12,588} - -

Cash flows from financing activities
Proceeds from borrowings 7,232 13,000 - -
Repayments of borrowings {4,329} {12,573} - -
Lease and hire purchase Hability repayments {9,812} 311,432} - -
Dividends paid (7,457} 5,548} (7.497) {5,548}
Decrease in ioans to controlled entities - - {5,952} {2,372}
Net cash used in finandng activities {14,406) {16,233} {13,449) {7,920}
Wet increasef{decrease} in cash held 7,062 {3,724} - -
Cash at the beginning of the financial year 7,672 11,477 - -
Effects of exchange rate variances on cash {73} 81} - -
Cash at the end of the financiat year 318 14,661 7.672 - -

The Staternent of Financial Performance is to be read in conjunction with the
nodes to and forming part of the finandial staterments sef out on pages 31 1o 67,
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d)
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Summary of Significant Accounting Policies
Basis of preparation

The financial report is a general purpose finangial report,
which has been prepared in accordance with the
requirements of the Corporations Act 2001 including
applicable Accounting Standards. Other mandatory
professional reporting requirements (Urgent fssues Group
Consensus Views} have also been complied with.

The financial report has been prepared in accordance with
historical cost convention, except where stated. Current
listed shares are measured at market value and freehold
tand and buildings an freehold land, measured at fair value.

Principles of consolidation

The consolidated financial statements are those of the
consolidated entity, comptising K&S Corporation Limited
{the parent company) and all entities that K&S Corporation
Limited controlied from time to time during the year and
ai reporting date.

tnformation from the financial statements of subsidiaries is
inciuded from the date the parent company obtains control
until such time as control ceases. Where there is loss of
control of a subsidiary, the consolidated financial statements
include the results for the part of the reporting period during
which the parent company has control. Subsidiary acquisitions
are accounted for using the purchase method of accounting.

The financial statements of subsidiaries are prepared for the
same reporiing period as the parent company, using consistent
accounting policies. Adiustmenis are made to bring into line
any dissimilar accounting policies that may exist.

Al inter-company balances and transactions, including
unreatised profits arising from intra-group transactions,
have been eliminated in full. Unrealised losses are
eliminated uniess costs cannot be recovered.

Cash and cash equivalents

Cash on hand and in banks and short-term depaosits are
stated at nominal value.

For the purposes of the Statement of Cash Flows, cash
includes cash on hand and in banks, and money market
invesiments readily convertible to cash within 2 working
days, net of cutstanding bank overdrafts,

Bank overdrafts are carried at the principal amount.
tnterest is recognised as an expense as it accrues.

Revenue recognition - Note 3

Revenues are recognised at falr vaiue of the consideration
received, net of the amount of geods and services tax
{GST; payable to the taxation autharity,

2405

e}

Sales revenue

Sales revenue comprises revenue earned (net of returns,
discounts and allowances} from the provision of fuel
products to entities outside the consolidated entity.
Sales revenue is recognised when the fuel is provided.

Service revenue

Service revenue from the distribution of customer goods
is recognised when delivered or when services are fully
provided.

Interest revenue
interest revenue is recognised as it accrues, taking into
account the effective yield on the financial assets.

Dividentds

Revenue from dividends and distributions from controlled
entities is recognised by the parent entity when they are
declared by the controlled entities. Dividend revenue from
associates is recognised by the parent entity when dividends
are received. Revenue from other investments are
recognised when received. Dividends received out of
pre-acquisition reserves are eliminated against the carrying
amount of the investment and not recognised in revenue.

Sale of non-current assets

The gross proceeds of non-current asset sales are included
as revenue at the daie controf of the asset passes to the
buyer, usually when an unconditional contract of sale is
signed. The gain or loss on disposal is calculated as the
difference between the carrying amount of the asset at the
time of disposal and the net proceeds on disposal.

Goods and services tax

Revenues, expenses and assets are recognised net of the

amount of goods and services tax {G5T) except where:-

» the GST incurred is a purchase of goods and services
and 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, or payable to,
the taxation authority is included as part of receivables or
payables in the Statement of Finandial Position.

Cash flows are included in the Statement of Cash Flows on
a gross basis and the G5T components of cash flows arising
from investing and finanding activities, which are
recoverabie from, or payable to, the taxation authority
are classified as operating cash flows.

Commitments and contingencies are disclosed net of the
amount of G5Y recoverable from, or payable to, the
taxation authority.
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k)

Borrowing costs

Borrowing costs include interest, amortisation of discounts
or premiums relating to borrowings, amortisation of
ancilary costs incurred in connection with arrangements
of borrowings and tease finance charges. Borrowing costs
are expensed as incurred.

Taxation - Noie 6

income fax

Tax effect accounting is applied using the Hability method,
whereby income tax is regarded as an expense and is
calcutated on the accounting profit after allowing for
permanent differences. To the extent timing differences
occur between the time items are recognised in the financiai
statements and when items are taken into account in
determining taxable income, the net related taxation benefit
or liability, calculated at current rates, is disclosed as a
future income tax benefit or a provision for deferred income
tax. The net future income tax benefit relating to tax losses
and timing differences is not carried forward as an asset
uniess the benefit is virtually certain of being realised.

Acquisition of asseils

All assets acguired including property, plant and equipment
and intangibles, other than goodwill, are initially recorded
a1 their cost of acquisition at the date of acquisition, being
the fair value of the cansideration provided plus inddental
costs directly attributable to the acquisition. When eguity
instruments are issued as consideration, their market price
at date of acquisition is used as fair value, except where
the notional price at which they could be placed in the
rmarket is a better indication of fair value.

Receivables - Note 10

Trade receivables are carried at amounts due and generally
are settled within normal frading terms. The collectability
of debts is assessed at balance date and provisions made for
any doubtful accounts. Bad debts are written off as incurred.

Inventories - Noie 11

inventories of fuel and consumable stores, are carried at the
iower of cost and net realisable value. Net realisable value
is determined on the basis of each inventory line's normal
selting pattern. Cost of fuel indudes the purchase cost of
fuel, and is valued on a weighted average basis.

Investments - Note 12 and 13

Controfled entities

The financial statements of tontrolled entities are included
from the date control commences until the date control
teases. Outside interests in the equity and results of the
entities that are controlied by the Company are shown as
a separate item in the tonsolidated financial statements.

investments in contirolled entities are carried in the
Company's financial statements at the lower of cost and
recoverable amounts,

Associates

Associates are those entities, other than parinerships, over
which the consolidated entity exercises significant influence
and which are not intended for sale in the near future.

In the consolidated finandiat statements, investments

in associates are atcounted for using equity accounting
principles. vestments in associates are carried af the
lower of the equity accounted amount and recoverable
amount. The consolidated entity's equity accounted
share of the associate’s net profit or loss is recognised

in the consolidated Statement of Finandal Performance
from the date significant influence commentes until the
date significant influence ceases. Other movements in
reserves are recognised directly in consolidated reserves,

All inter-company balances and fransactions have been
eliminated.

The gondwill assodated with the Group's current investment
in an associate is being amortised over a 20-year period.

Other companies
investments in other companies are carried at the lower of
cost or recoverable amount.

Listed shares held for trading are carried at net marke? value.
Changes in net market value are recognised as revenue or
an expense in determining the net profit for the period.

Leased assets - Note 18

Leases are Classified at their inception as either operating
or finance feases based on the economic substance of the
agreemert so as to reflect the risks and benefits incidental
to ownershig.

Operating leases

The minimum lease payments of operating leases, where
the lessor effectively retains substantially alf of the risks
and benefits of ownership of the leased item, are
recognised as an expense on a straight-fine basis,

Contingent rentals are recognised as an expense in the
financiat year in which they are incurred.

Finarice leases

Leases which effectively transfer substantially all of the
risks and benefits inddental to ownership of the leased
item to the group are capitalised at the present value of
the minimum lease payments and disclosed as property,
plant and eguipment under lease. A lease lability of
egual value is alsa recognised.
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Capitalised lease assets are depreciated over the useful fife
of the asset. Minimum lease payments are allocated
between interest expense and reduction of the iease
tiability with the interest expense calculated using the
interest rate implicit in the lease and recognised directly
in net profit.

The cost of improvements o or on ieasehold property is
capitalised, disdosed as ieasehold improvements, and
amortised over the unexpired period of the lease or the
estimated useful lives of the improvements, whichever is
the shorter.

intangibles ~ Note 16

Goodwill represents the excess of the purchase consideration
plus incidental costs over the fair value of the identifiable
net assets acquired at the time of acguisition of a business
or shares in a controlled entity. Geodwill is amortised on
a straight-line basis over the pericd which benefits are
expected o be received. This is taken as being 20 years.

For associates, the consolidated financial statements
include the carrying amount of goodwill in the equity
accounted investment Carrying amounts.

Fuel Distribution Rights relate to the Caltex agengy
business that operates in the South East of South Australia.
The Fuel Distribution Rights are carried at cost and amortised
on a straight-line over the useful life, over 20 years.

The Brand Name relates to the K&5 Freighters name and
is carried at cost and amortised an & straight-line basis over
20 years.

Recoverable amouni of non-turrent assets valued on a
cost basis

The carrying amounts of non-current assets vaiued on a cost
basis, are reviewed to determine whether they are in excess
of their recoverable amount at balance date. H the carrying
amount of a non-Current asset exceeds the recoverable
amount, the asset is written down 1o the lower amount.
The write down is expensed in the reporting period in
which it occurs.

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

Revaluations of non-current assets - land and buildings

Land and buildings measured at fair value are revalued
with sufficient regularity to ensure the carrying amount
of each asset does not differ materially from fair value at
reporting date. independent valuations are obtained at
teast every three years. Revaluation increments are
recognised in the asset revaluation reserve except for
amounts reversing a decrement previously recognised as

B}

q}

an exgense, which are recognised as revenues. Revaluation
decrements are only offset against revaiuation increments
relating to the same class of asset and any excess is
recognised as an expense.

Where assets have been revalued, the potential effect of the
capital gains tax on disposal has not been taken into account
in the determination of the revalued carrying amount.
Where it is expected that a liability for capital gains tax will
arise, this expected amount is disclosed by way of note.

Depreciation and amortisation

Usefuf lives

AH assets, including intangibles, have fimited useful lives
and are depreciated/amortised using the straight line
method over their estimated usefuf Hves, Finance lgase
assets are amortised over the term of the relevant lease,
of where it is likely the consolidated entity will obtain
ownership of the asset, the life of the asset.

Property, plant and eguipment and leased assets are
depreciated or amortised from the date of acguisition.

Depreciation and amortisation rates and methods are
reviewed annually for appropriateness. When changes are
made, adjustments are reflected prospectively in current
and future periods only. Depreciation and amortisation
are expensed.

The depreciation/amortisation rates or useful lives used for
each class of asset are as follows:

2005 2004
Property plant and equipment
Buildings 2.5% 2.5%
Motor Vehicles 5%-40%  5%-40%
Plant & Eguipment 5%-27%  5%-27%
Leased Assets
Plant & Equipment 5%-27%  5%-27%
Irtangibles
Goodwill 20 years 20 years
intangible Assets 20 years 20 years

Payables - Note 17

Liabilities for trade creditors and other amounts are carried
at cost, which is the fair value of the consideration to be
paid in the future for goods and services received, whether
of not bitled ta the consolidated entity. Trade accounts
payable are normally settled on trading terms of between
7 to 60 days.

Payables to related parties are carried at the principal
amount, interest, when charged by the lender, is recognised
as an expense on an accrual basis.
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Deferred cash settlements are recognised at the present value
of the outstanding consideration payable on the acquisition of
an asset discounted at prevailing commerdial borrowing rates.

Interest bearing liabilities - Note 158

Al loans are measured at the principal amouni. Interest is
recognised as an expense as it accrues.

Finance iease liabilities are determined in accordance with
the requirements of AASB 1008 “Leases”.

Redeemable preference shares that exhibit characteristics
of Habilities are recognised as fiabilities in the Statement of
Financial Position. The corresponding dividends are
recognised as an interest expense in determining net profit.

Provisions —~ Note 19

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

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

Employee henefits ~ Note 32

Provision is made for employee benefits accumulated as a
result of employees rendering services up to the reporting
date. These benefits indude wages and salaries, annual
ieave, sick feave and long service leave.

LiabHities arising in respect of wages and salaries, annual
leave, sick leave and any other employee benefits expected
to be settled within twelve months of the reporting date
are measured at their nominal amounts based on
remuneration rates which are expected to be paid when
the Hability is settled. All other employee benefit liabitities
are measured at the present value of the estimated future
tash outflow to be made in respect of services provided by
employees up o the reporting date. In determining the
present value of future cash outflows, the market yield as
at the reporting date on national government bonds,
which have terms to maturity approximating the terms of
the refated liability, are used.

Employee benefit expenses and revenues arising in respect

of the following tategories:

» wages and salaries, nor-monetary benefits, annual
leave, fong service leave, sick leave and other leave
henefits; and

*  other types of employment benefits are recognised
against profits on a net basis in their respective
categories.

u)

v}

wi}

x}

Superannuation funds

The Company and its controlled entities contribuie to
externally administered superannuation funds.
Contributions are recognised against profits when due.

Derivative financial instruments

Interest rate swaps

K&S Corporation Limited have entered into interest rate
swap agreements that are used to convert the variable
interest rate of its shori-term borrowings to medium-term
fixed interest rates. The swaps are entered into with the
objective of reducing the risk of rising interest rates. His
the Company's policy not to recognise interest rate swaps in
the financial statements. Net receipts and payments are
recoghised as an adjustment to interest expense.

Contributed equity ~ Note 20
Issued and paid up capital is recognised at the fair value of
the consideration received by the Company.

Any transaction costs arising on the issue of ordinary shares
are recognised directly in equity as a reduction of the share
proceeds received.

Revisions of accounting estimates
Revisions to accounting estimates are recognised prospectively
in current and future periods only.

Transtation of finandial reports of overseas operations

All overseas operations are deemed self-sustaining, as each
is finandally and operationally independent of K&5
Corporation Limited. The finandal reporis of overseas
operations are translated using the current rate method
and any exchange differences are taken directly to the
foreign currency transiation reserve.

y} Comparatives

Where necessary, comparatives have been re-classified and
re~-positioned for consistency with current year disclosures,
Chenges in Accounting Policles

The accounting policies adopted are consistent with those
of the previous year.
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Consobidated Fhe Company
P Aa04 PAIE) 204 35
Note S0G's S0y 0G0’ SO0
3 Revenue from Ordinary Activities
Revenue from rendering of services 298,241 258,036 - -
Revenue from sale of goods 42,569 37,686 - -
Other revenues:
From operating activities
Drividends
Other parties 1 1 1 -
Retated parties - wholly owned controlied entities 35 - - 15,000 10,600
interest
CUther parties 255 335 1 E
From outside operating activities
Grass proceeds from the sale of non-current assets 11,656 3,275 - -
Other revenues 866 1014 586 489
Total other revenues 12,778 4,624 15,558 10,490
Totat revenue from ordinary activities 353,588 300,346 15,558 10,490
4 Profit from Ordinary Activities before
Income Tax Expense
a) Individually significant expenses included in profit
from ordinary activities before income tax expense
2002 fraud related recoveries {6,552} (216} - -
Costs refating to fraud recovery 492 365 - -
Reversal of previous write down of bulldings {837} - - -
{6,897} 1754 . .
b) Profit from ordinary activities before income tax
expense has been arrived at after charging/{crediting)
the following items:
Cost of goods sold 39,157 34,387 - -
Depreciation of:
Buildings 321 353 - -
Motor vehicles 11,995 10,314 - -
Plant and equipment 1,585 2,065 - -
Arortisation of:
Goodwil 362 234 - -
Goodwill assodated entity 28 20 - -
Brand name 100 100 - -
Fuet distribution rights 62 B3 - -
Leased assets capitalised 48 447 - -
Total depreciation and amortisation 14,4593 13,621 - -




Comsoiidated

The Company

005 2004 605 2004
Sadis SO00% S0 007
Borrowing Costs
Related parties ~ wholly owned controlied entities - - 138 145
Related parties -~ other 5 5 5 5
Cther parties 1,081 935 - -
Finance charges on capital leases 1,861 1,892 - -
Total borrowing costs 2,947 2,837 143 150
Bad debts written off 49 29 - -
Amounts set aside 1o provisions for:
Directors retirement aliowance 45 14 45 14
Employee benefits 4,690 3,709 - -
Doubtful debts 174 809 . -
Reversal of provision for doubtful debts
no longer required (832} - - -
4,077 4,332 45 14
Operating lease rental expense:
Property 7,488 5,900 - -
Plant & eguipment 3,601 1,859 - -
11,089 7,559 - -
Net {gainsy/losses on disposal of non-turrent assets
Property plant & eguipment {1,406} {9881 - -
2005 2004 2305 2004
% 5 § §
Auditors’ Remuneration
Audit Services:
Auditors of the Company ~ Ernst & Young:
Audit and review of the statutory finandal reports 101,500 87,560 - -
161,500 87,560 - -
Other Services:
Other Services - Ernst & Young:
Accounting advice to Rights issue 25,000 - - -
Assistance with the transition to the Australian
eguivalent of IFRS 10,980 10,350 - -
35,980 14,350 - -
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Consobidated Fhe Company
Pt 504 pitiiny 2004 3 7
066 L0003 060’ RGeS
¢ Taxation
a} Income tax expense
Prima facie income tax expense calculated at 30%
on the operating profit 8,532 5,286 4,447 3,014
Increase in income tax expense due to non tax
deductible items:
Depredation of buildings 36 B2 - -
Differential tax rate applicable to
overseas subsidiary 52 26 - -
Arnortisation of goodwill 163 130 - -
Other 31 50 - -
8,814 5,504 4,447 304
Decrease in income tax expense due ta
Rebate on dividend income - - {4,500} {3,000
(zain on revaluation {251} - - -
Share of assodate’s net profit {45} (43; - -
8,518 5,511 {53} 14
ncome tax under/{aver) provided in prior years - (S - -
Total income tax expense B,518 5,451 {53} 14
b} Current tax lizbifities
Current tax payable 2,014 4,386 2,135 4,480
Batance at end of year 2,014 4,386 2,135 4,480
¢} Deferred tax assets and liabifities
Deferred tax liability - non-current 5,653 5,36% 5,313 5,046
Deferred tax asset ~ non-current 3,058 3,647 2,960 3,565
d} income tax losses
Deferred tax asset in note 6 (¢} inCiude tax losses totalling - . . .
e} Tax consolidation

Effective 1 July 2002, for the purposes of income taxation, K&S Corporation Limited and Hs 100% domestic owned subsidiaries
formed a tax consolidated group. Membaers of the Group entered into a tax sharing arrangement in order to allocate income tax
expense to the wholly-owned subsidiaries on a pro-rata basis. in addition, the agreement provides for the allocation of income
1ax liabilities between the entities should the head entity default on its tax payment obligations. At balance date, the possibility
of default is remote. The head entity of the tax consolidated group s K&S Corporation Limited.

There has been no material effect on the provision for deferred tax liabilities or the future intome tax benefit as a resuit

of adoption of the tax consolidation regime. K&S Corporation Limited formally notified the Australian Taxation Office of its
adoption of the tax consolidation regime when lodging its 30 june 2003 consolidated tax return.
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Consoniidated

25 2004
Lefis centy
7 Earnings per Share
Basic earnings per share {cents per share} 33.2% 2029
Earnings reconciliation 5000 $O00%s
Net profit 19,921 12,170
Basic earnings 19,921 12,170

Number for basic earnings per share
There are no diluted potentiat ordinary shares, therefore
difuted EPS has not been calculated or disclosed.

Number of Shares
Vieighted average number of ordinary shares used in the
calcutation of the basic earnings per share 59,979,640 59579840

Conversion Call, Subscription or issue after 30 June 2005
The following has occurred since balance date:

On 17 June 2005 K&S Corporation Limited announced its intention to raise eguity under a Non Renounceable Rights Issue,

The terms of the issue were 1 share for every 10 shares held at $2.80 per share. The number of shares issued was 5,993,867 and it
raised $16,552,828 {after costs associated with the issue). The issue was fully underwritten by A A Scott Pty Ltd, subject to the terms
of an underwriting agreement. Allotment of the new shares was completed on 21 July 2005, With the finalisation of the Rights
Issue, the economic entity has 65,973,507 ordinary fully paid shares on issue. The new shares will participate in the 28 October 2005
dividend of 7.0 cents per share. The total dividend payment will be $4,618,145, of which $419,571 represents dividends to be paid
on shares o be issued under the Non-Renounceable Rights Issue.

8 Segment Reporting

Segment results, assets and Habilities inciude items directly attributable to a segment as well as those that can be allocated on
a reasonable basis. Unallocated items mainly comprise income-earning assets and associated revenue, interest bearing loans,
borrowings and interest expenses, Corporale assets and associated expenses.

Business Segments

The consolidated entity comprises the following main business segments, based on the consolidated entity's management
reporting system,

Transport The provision of transportation and logistics services to customers
Fuel The distribution of fuel to the fishing, farming and retail customers within the South East of South Australia



&

Consolidated

Trénspert

after elimination
2085 : 26065 2005 piEls
$600% 50 $600's 0065 S0
Revenue from customers outside the economic entity ©298,104 257,889 42,706 37,833 340,810 295722
Infersegment revenue 28,585 26,660 23,832 20,228 - -
Total segment revenue 326,693 134448 66,538 LG58 340,810 285722
Other unallocated revenue 12,778 4,624
Total revenue _ 353,588 300,346
Share of net grofit of equity accounted investments 129 124 - - 129 124
Segment result 30,915 18,775 8 687 31,738 20,637
Non-segment expeanses
interest (2,947 {2837
Unallocated expenses {350} (184;
Cperating profit before tax 28,439 17,621
Income tax expense {8,518} 5,451}
Operating profit after tax 19,921 12,170
Drepreciation and amortisation 14,309 13,405 184 216 14,493 13,623
Non-cash expenses other than depredation
and amortisation {43) 488 {45} 79 {88} 5Y7
Individually significant items before tax:
Fraud related (recoveries) {6,552} {216} - - {6,552} (216
Costs relating to fraud recovery 452 395 - - 492 185
Reversal of previous write down of buildings {837} - - - {837} -
Segmeant assets 183,323 147,815 157 6,166 183,480 153,981
Equity accounted investments 536 532 - - 536 532
Consolidated total assets 184,016 154,513
Segment liabifities 91,440 84,629 6,048 3,893 97,488 88,522
Acguisitions of non-current assets 28,373 28,103 275 17 28,648 28,120
Geographical Segments
Consolidated
Hew Zealand after elimination
2085 2085 204 2005
5000 $000' 0085
Sagmeant revenue 326,286 284,566 27,302 15,786 353,588 300,346
Segment assets 167,706 135,406 16,310 19,167 184,016 154,513
Other segment informatiom
Acguisition of property, plant and equipment,
intangible assets and other non-current assels 19,613 17,640 9,035 10,480 28,648 28,120
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Comsoiidated

The Company

200% 2004 2005 2004
Note it 50007 it 000
g Cash Assels
Cash 18 18 - -
Cash depaosits with banks 14,643 7,654 - -
14,661 7872 B -
16 Receivables
Current
Trade debors 36,122 28112 - -
Less: Pravisions for doubtful trade debtors {333 {1,040} - -
35,789 28072 B -
Sundry debtors 5,491 1,808 - -
Amaunts owing by controlled entities - - 38,580 23,043
41,280 25 878 38,580 23,043
Non-current
Amaunts owing by controlled entities - - 17,961 17,881
B - 17,961 17,861
11 Inventories
Consumabie stores ~ at cost 453 555 - -
Finished goods ~ fuel at cost 1,864 1,378 - -
2,317 1,831 B -
12 Investments accounted for using Equity Method
Shares in associates - equity accounted 536 h32 - -
3¢ 536 532 - -
13 Other Financial Assels
Shares in controbed entities - at cost - - 14,020 14,020
Cther corporations ~ listed shares at market value 20 20 20 20
20 20 14,040 14,040
14 Other Current Assets
Prepayments 2,422 2,340 - -

2,422 2,340
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i5 Property, Plant & Equipment

Freehold land
At cost
Fair value

Buildings
At cost
Fair value
Less: accumuiated depreciation

Motor vehicles
At cost
Less: accumulated depredation

Plant & equipment
At cost
Less: accumulated depredation

Plant and equipment ynder lease
Less: accumuiated amortisation

Totat property, plant & equipment at net book value

Consobidated Fhe Company
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- 5,488 - -
27,180 15,491 - -
27,180 20,875 - -
2,543 335 . .
10,206 10,538 - -
{321} 754} - -
12,434 10,475 - -

128,688 113,812

{61,235} 149,240 ) .
67,453 64,572 ) .
29,935 28,142 - .

{26,513} (24,528} - .

3,422 3,214 ) .

. 1,167 . .

- (645} ) .

- 522 - .
110,489 99,766 . .

The freehold land and buildings are inctuded in the finandal statements at fair value except for capital expenditure subsequent to
the valuation which is recorded at cost. The fair value of land and buildings in 2005 was determined based on an independent
valuation undertaken in September 2004 by Jones Lang LaSalle on the basis of open market values of properties for the highest and
best use. Directors have adopted this independent valuation as fair value. This has resulted in an increase to the Asset Revaluation

Reserve of $6,451,000.
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Reconciliations
Reconciliations of the carrying amounts for each dass
of property, plant and equipment are set out below:
Freehold land
Carrying amount at beginning of year 20,979 15,491 - -
Additions 4,543 5,488 - -
Revaluation 4,857 - . -
Disposais {3,200) - - -
Net foreign currency movements arising from
self sustaining foreign aperations 1 - - -
Carrying amount at end of year 27,180 20,979 - -
Buildings
Carrying amount at beginning of year 186,479 16,502 - -
Additions 4,751 315 . -
Revaluations 2,432 - - -
Additions through acguisition of entities - 15 - -
Disposais {4,908) - - -
Depreciation {32%) {3531 - -
Net foreign currency movements arising from
self sustaining foreign aperations 1 - - -
Carrying amount at end of year 12,434 12,479 - -
Maotor vehicles
Carrying amount at beginning of year 64,572 53,594 - -
Additions 15,706 14,805 - -
Additions through acguisition of entities - 7,032 - -
Transfer from leased plant & equipment 474 1,499 - -
Disposais {1,282 {2,000 - -
Depreciation {11,895} (10,314 - -
Net foreign currency movements arising from
self sustaining foreign aperations {12} 248 - -
Carrying amount at end of year 67,453 £4,572 - -
Plant and eguipment
Carrying amount at beginning of year 3,214 4,832 - -
Additions 2,641 525 - -
Additions through acguisition of entities - 140 - -
Disposais {850) {1923 - -
Depreciation {1,585) {2,005 - -
Net foreign currency movements arising from
self sustaining foreign aperations 2 4 - -
Carrying amount at end of year 3.422 3,214 - -
Plant and eguipment under lease
Carrying amount at beginning of year 522 2,483 - -
Transfer to motor vehicles {474) {1,493 - -
Amortisation {48} {442 - -
Carrying amount at end of year . 522 - -
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i6 Intangibles
Goodwill - at cost 8,282 7.257 - .
Less: accumulated amortisation {1,449} {1,087 - -
6,833 6,170 - -
Brand name ~ K&5 Freighters Pty Lid ~ at cost 2,000 2,000 - -
Less: accumulated amortisation {600} (500} - -
1,400 1,500 - -
Fue! distribution rights - at cost 1,250 1,250 - -
Less: accumulated amortisation {250} (188} - -
1,000 1,062 . .
9,233 8,732 - -
Gn 1 February 2005, the economic entity acquired
2 new Zealand businesses for $4,730,000. As part of
the acguisition, the economic entity received plant and
eguipment at fair value of $3,723,000. The difference
between the purchase consideration and the fair
value of the plant and eguipment of $1,007,000
represents goodwill.
i7 Payabies
Trade creditors and accruals 37,47 30,045 - -
Amounts owed 1o controlled entities - - 25,520 15,935
37,471 30,045 25,520 15,835
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18 Interest Bearing Liabilities
Current
Bank loans -~ secured 1,705 . -
Lease liabilities - secured - 306 - -
Hire purchase liabilities ~ secured 10,888 8,523 - -
10,888 12,534 - -
Non-current
Bank loans ~ secured 16,802 12,215 - -
Non redeemable preference shares &0 &l &0 &l
Hire purchase liabilities ~ secured 18,952 14,630 - -
35,814 31,905 &0 &0
Lease commitments in respect of capitalised finance
Leases are payable as foHows:
Not iater than one year - 324 - -
Later than one year but not later than five years - - - -
. 324 . -
Deduct: future finance charges - {18} - -
Total lease liabifity - 308 - -
Current . 308 - -
Non-current - - - -
- 308 - -
Commitments in respect of hire purchase agreements
are payable as follows:
Not iater than one year 12,474 14,048 - -
Later than one year but not later than five years 20,668 21,160 - -
33,142 31,143 - -
Deduct: future finance charges {3,302} (2,995 - -
Total hire purchase liabifity 29,840 28,153 - -
Current 16,888 8,523 - -
Mon-current 18,952 14,630 - -
29,840 28,153 - -

The consolidated entity leases plant & equipment under hire purchase agreements for pericds of one to five years. At the end of

the term, the consolidated entity has the option to purchase the eguipment at the agreed residual value,

The written down value of assets secured by hire purchase agreements is $38,139,358 (2004: $31,240,220). The weighted average

cost of these facilities was 6.66% {2004: 6.25%}.
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Financing arrangements
The consolidated entity has access to the following
{ines of cedit
Totat facilities avaiable:
Bank overdrafis 3,000 3,000 - -
Bank loans 40,783 24,390 - -
Standby letters of credit 1,217 1,655 - -
45,000 20,045 - .
Facilities utilised at balance date:
Bank overdrafis - - - -
Bank loans 16,802 13,820 - -
Standby letters of credit 1,217 100 - -
18,819 14 B8 - B
Facilities not utilised at balance date:
Bank overdrafis 3,000 3,000 - -
Bank loans 23,981 10,470 - -
Standby letters of credit - 555 - -
26,981 14,065 - -

Bank overdrafis

The bank overdrafts within the consclidated entity are secured by a guarantee from the Company. The bank overdraft is secured
by fixed and floating charges over the assets of the consolidated entity. The facilities are subject to annual review by the banks
concerned and have been extended to dates after 30 June 2006.

Bank loans

All bank loans are denominated in Australian dolars. The bank loan amounts in current Habilities comprises the portion of the
consolidated entity's bank loan payable within one year $nil {2004: $1,705,000). Bank loans are secured by fixed and floating charges
over the assets of the consolidated entity. Bank loans are also secured by registered mortgages over a number of properties of the
consolidated entity to the extent of $36,648,417 (2004: $25,467,556}. The non-current bank loans are subject 1o annual review,

The bank lean fadlity is available for a period beyond 30 June 2006. The facility bears interest at £.52% (2004: 5.85%).

Hire purchases

Hire purchase Habilities are secured by the relevant leased asset.

Assets pledged as security

inciuded in the balances of freehold fand and buildings are assets which mortgages have been granted as security over bank loans.
The terms of the mortgages preclude the assets being sold or used as security for further mortgages without the permission of the
morigage holder. The morigage also reguires buildings that form part of the security to be fully insured at all times.
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1% inlerest
The carrying amount of the pledged
properties are as foHows:
Freehold land 26,836 15,408 - -
Buildings 9,812 18,080 - -
Plant and equipment 2,475 2,478 - -
Total pledged 39,123 27,948 - -
Non-cash financing and investment activities
During the finandal year, the economic entity acquired
property, piant and equipment with an aggregate fair
value of $11,209,441% {2004: $13,896,004) and disposed of
property, piant and equipment with an aggregate fair
vatue of $nil {2004: $nil} by means of finance lease or hire
purchase arrangements. Thase acguisitions and disposais
are not reflected in the Statement of Cash Flows,
19 Provisions
Current
Employee benefits 4,311 3,723 - -
4,311 3,723 - -
No dividends have been provided for the year ended
30 June 2005. The extent to which dividends were
franked, details of the franking account balance at
balance date and franking credits avaitable for the
subsequent finandcal year are disclosed in note 23,
Non-current
Employee benefits 2,603 2,245 - -
Directors retirement allowance 360 315 360 315
2,963 2,580 360 315
20 Contributed Equity
issued and paid-up capital
59,879,640 (2004: 59,979,640} ordinary shares fully paid 27,966 27,968 27,966 27,968
27,566 27,968 27.966 27,968
Movements in ordinary share capital
Balance at the beginning of the year 27,966 27,968 27,966 27,968
Balance at the end of the year 27,966 27,968 27,966 27,968

Terms and conditions of contributed equity

COrdinary shares

Urdinary shares have the right to receive dividends as dedlared and, in the event of winding up of the company, to participate in
the proceeds from the sale of al surplus assets in proportion to the number of and amounts paid up on shares held.

Urdinary shares entitle their holder to one vote, either in person or by proxy, at a meeting of the company.
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2t Reserves
Asset revaluation 11,221 6,065 230 230
Foreign currency translation 327 281 - -
11,548 6,356 230 230
Movements during the year
Asset revaluation
Batance at the beginning of the year 6,065 £,065 230 230
Transfer to retained earnings due to sale of land
& buildings {1,295} - - -
Met revaluation increments arising from the
revaluation of land & buildings 6,451 - - -
11,221 6,065 230 230
Forgign currency transiation
Balance at the beginning of the year 291 (14} - -
Gain/{loss) on translation of overseas
conirolied entities 36 355 - -
327 291 - -
Asset revaluation
The asset revaluation reserve includes net revaluation
increments & decrements arising from the revaluation of
non-current assets measured at fair value in accordance
with AASE 1041 “Revaluation of Non-Current Assets”,
Foreign currency fransiation
The foreign currency translation reserve is used to record
exchange differences arising from the transiation of the
financial statements of seH-sustaining fareign operations.
22 Retained Profits
Retained profits at the beginning of year 31,669 25 047 4,577 97
Net profit attribuiable to members 19,921 12,170 14,877 10,633
Transfer from asset revaluation reserve due to sale
of land & buildings 1,295 - - -
Drividends provided for or paid {7,497} {5,548} {7,487 {5, 548;
Retainad profits at the end of the year 45,388 31,665 11,957 4,577
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23 Dividends Paid and Proposed

The amounts paid or declared by way of dividend by
the Company are:
i} Aninterim fully franked ordinary dividend of
6.5 cents per share (2004: 5 cents fully franked)
was paid on 30 March 2005 3,898 2,959 3,898 2,959

if} A final fully franked ordinary dividend of 6 cents
per share was paid on 29 Gctober 2004 in relation
1o the 2004 financial year 3,599 2,544 3,599 2,544

7,497 5,548 7,497 5,548

Mo unfranked dividends have been declared or paid
during the year.

The tax rate at which paid dividends have been franked
is 30% (2004: 30%). Dividends proposed will be franked
at 30% {2004: 30%}.

Dividend franking account
The amount of franking credits available for the
subseqient year are:

» franking account balance as at the end of the
financial year at 30% (2004:30%) 14,042 7811

» franking credits that will arise fram the payment of
intcome tax payable as at the end of the finandal year 2,135 4 480

» less franking credits from dividends announced after
batance date {1,799) (1,542}

14,378 130,745

The tax rate at which dividends have been franked is 30%
{2004: 30%). Dividends proposed will be franked at the
rate of 30% (2004; 30%}.

The ability to utilise the franking account credits is
dependent upon there being sufficient available profits
1o declare a dividend.

24 Total Equily Reconciliation

Total equity at beginning of year 65,891 58,064 32,773 28,288
Total changes in parent entity interest in equity
recognised in the Statement of Financial Performance 26,408 12,475 14,877 10,033

Transactions with owners as owners;
Dividends paid or provided 23 {7,487 {5, 5481 {7,497 (% 548]

Total eguity at end of year 84,902 £5,991 40,153 32,773




25 Additional Financial Instrument Disclosure
a} interest Rate Risk

Inferest Rate Risk Exposures ]
The consolidated entity's exposure 1o interest rate risk and the effective weighted average interest rate for classes of
financial assets and financial Habilities is set out below.

2005 e e e s e . JJeditersstmaturing in
Weighted Fleating 1 Year Over 1t More than  Non interest
average Interest Rate o Les 5 Years 5 years Bearing Yotat
Note interest rate S R L1 LIEEIEA SO0 RHHEARS S04
Financiai Assets
Cash assets g 5.20% 14,661 - - . - 14,661
Receivables 16 - - - - - 41,613 41,613
Listed shares 13 - - - - - 20 20
14,661 B - B 41,633 56,294
Financial Liabilities
Trade creditors and accruals 17 - - - - - 37,47 37,471
Bank loans ~ secured 18 6.52% 16,802 - - - - 16,802
Lease Habilities ~ secured 18 - - - - - - -
Hire purchase labilities - secured 18 6.66% - 10,888 18,952 - - 29,840
16,802 10,888 18,352 B 37471 84,113
2004
Financial Assets
Cash g 4.65% 1672 . - . - 7672
Receivables 16 - - - - - 30,818 30,98
Listed shares 13 - - - - - 20 20
1672 . - . 30,938 38,610
Financial Liahilities
Trade creditors and accruals 17 - - - - - 30,045 30,8045
Bank loans ~ secured 18 5.859% 13,820 - - - - 13,820
Lease Habilities ~ secured 18 7 AR% - 306 - - - 306
Hire purchase labilities - secured 18 6.25% - 8,523 19,63C - - 28,153
13,820 8,829 15,630 . 30,045 72,424

b} Credd Risk Exposures
Credit risk represents the 1oss that would be recognised if counterparties failed to perform as contracted.

Recognised finandial instruments
The credit risk on financial assets, excluding investrments, of the consolidated entity which have been recognised in the
Statement of Financial Position, is the carrying amount, net of any provision for doubtful debts.

The consolidated entity minimises concentrations of credit risk by undertaking transactions with a large number of customers
and counterparties in various states.

The consolidated entity is not materially exposed to any individual customer or individual state. Concentration of credit risk
on trade debtors due from cusiomers are; Transport 90% {2004: 80%) and Fuel 10% {2004: 10%).

Unrecognised financial instruments
tnterest rate swap agreements: The fair value of interest rate swayp contracts is determined as the difference in present value
of the future interest cash flows. The net fair value of interest rate swaps at reporting date being $356,505 {2004: $418,081).
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¢} Net Fair Values of Financial Assets and Liabilities

Valuation approach

Net fair values of financial assets and liabifities are determined by the consolidated entity on the following basis:

Recognised financial instruments

Monetary financial assets and financial liabilities not readily traded in an organised financial market are determined by valuing
them at the present value of contracted future: cash Hlows on amounts due from customers {redured for expected credit losses)
or due to suppliers. The carrying amount of bank loans, trade debtors, trade creditors and acoruals, lease liabilities, employee

entittements and dividends payable approximate net fair value.

The carrying amount and net fair values of financial assets and liabilities as at the reporting date are as follows:

Financial assets

Cash

Recetvables

tnvestments - shares in other listed corporations

Financial fiabilities

Trade creditors and accruals
Bank loans - secured

Lease liabitities - secured

Hire purchase liabitities - secured

(ash assets, lisied shares in other corporations, which indudes
ardinary shares and redeemable preference shares are readily
traded on organised markets in a standardised form.

Al other financial assets and liabifities are not readily traded

an arganised markets in a standardised form.

The net fair value of hire purchase liabilities is not materially
different from the carrying amounts. Accordingly, the net fair
value is assumed to be the carrying amount.

Lonsalidated

Consolidated

FEE 20605 200 2004
Carrying Mot Fair Carmgng Mt Fair
Aimiourt Yalue Armourt Yalue

SG00s 000’ SOO0e 007
14,661 14,661 7,672 78672
41,280 41,280 20,878 29,878
20 20 20 20
37,471 37,471 30,045 30,045
16,802 16,802 13,5920 13,820
- - 306 308
29,840 28,840 28,153 28,153
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26 Commitments

The estimated maximum amount of commitments and
contingent {iabiities not provided for in the accounts as
at 30 June 2005 are:

Capital expenditure commitments

The aggregate amount of contracts for capital
expenditure on plant and eguipment due no later
than one year

iease rental commitments

CGperating lease and hire commitments:
Not later than one year
Later than one year but not later than five years
Later than five years

The consolidated entity leases property under non-cancellable
operating leases expiring from one to ten years.

Leases generally provide the consolidated entity with a right
of renewal, at which time all terms are renegotiated.

Lease payments tomprise a base amount plus an incremental
contingent renial. Contingent rentals are based on either
movements in the Consumer Price Index or operating criteria.

Consobidated Fhe Company
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38,653 7.075 - -
6,947 7519 - -
18,983 8,232 - -
724 - - -
26,664 15,751 - -

27 Contingent Liabilities

The Company and its wholly cwned controlled entities have entered into cross guarantees with their bankers for all debts owing

to those banks and by it and its wholly owned controlled entities.

Bank guarantees totafling $1,217,097 (2004: $1,060,000} have been provided by the Westpar Banking Corporation Limited and
Commanwealth Bank of Australia to suppliers on behalf of companies in the consolidated entity.

There are a number of minor legal actions pending against companies within the consolidated entity. Uability has not been
admitted and the claims will be defended. The Directors do not believe these actions will result in any significant cost to the

consolidated entity.
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28 Deed of Cross Guarantee

Pursuant o ASIC Class Order 38/1418 (as amended) dated 13 August 1998, the wholly owned subsidiaries listed helow are relieved
from the Corporations Act 2001 requirements for preparation, audit and lodgement of financial reports, and directars’ reports.

ft is a condition of the Class Order that the Company and each of the subsidiaries enter into a Deed of Cross Guarantee. The effect
of the Deed is that the Company guarantees to each treditor payment in full of any debt in the event of winding up of any of the
subsidiaries under certain provisions of the Corporations Act 2001, If a winding up otcurs under other provisions of the Act, the
Company will only be Hable in the event that affer six months any creditor has not becn patd in fui[ The subsrdiaries have also
given similar guarantees in the event that the Company is wound up: COR L R L

The subsidiaries subject 1o the Deed are:
Reid Bros Pty btd :
Kain & Shelton Pty Ltd
K&S Freighters Pty Lid
K&S Group Administrative Services Pty Lid
Kain & Shelton {Agencies} Pty Lid
K&S Transport Management Pty Lid
Blakistons-Gibb Pty Lid
K&S Logistics Piy Ltd
K&S Integrated Distribution Pty Ltd
K&S Group Pty Lid
KE&S Freighters Limited
Cochrane’s Transport Limited

Both K&S Freighters Limited and Cochrane's Transpart Limited are New Zealand entities.

A consolidated Statement of Finandial Performance and consolidated Statement of Finandial Position, comprising the Company and
subsidiaries which are a party to the Dieed, after eliminating all transactions between parties to the Deed of Cross Guarantee, at
30 June 2005 is sef out on page 53.
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Statement of Financial Performance
Profit from ordinary activities before income tax 28,439 17621
income tax relating to ordinary activities {8,518} {5,451}
Profit from ordinary activities after related incoma tax 19,921 12,170
Retained profits at the beginning of the year 31,669 25,047
Transfer from asset revaluation reserve due to sale of
land & buiidings 1,295 -
Drividends provided for or paid {7,497} {5,548}
Retainad profits at the end of the year 45,388 31,665
Statement of Financial Position
Cash 14,661 FRYN
Receivables 41,280 29878
inveniories 2,317 1,831
Other 2,422 2,340
Total currant assets 60,680 43,821
Investments accounted for using equity method 536 532
Other financial assets 20 20
Property, plant and equipment 110,489 99,766
intangibles 9,233 8,732
Deferred tax assets 3,058 3647
Total non-current assets 123,336 112 652
Totat assets 184,016 154 513
Payables 37,47 30,045
interest bearing liabilities 10,888 10,534
Current tax labilities 2,014 4 386
Provisions 4,311 3,723
Total current liabilities 54,684 48,688
interest bearing liabilities 35,814 31,805
Deferred tax Habilities 5,653 5,365
Provisions 2,963 2,560
Total non-current fiabilities 44,430 39,834
Tota! Habilities 99,114 88,522
MNet assets 84,902 655,801
Contributed equity 27,966 27,866
Reserves 11,548 5,356
Retained profits 45,388 31,665
Total eqguity 84,902 65,551
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29 Controlled Entities
a) Particulars in relation to controlied entities
fame
K&S Corporation Limited
Controffed Entities
Reid Bros Pty Ltd Crd 160 160
Parramatta Produce Company Pty Lid Crd 0 160
Kain & Shelton Pty Ltd Crd 100 160
K&S Freighters Pty Lid Crd 100 160
K&S Group Administrative Services Pty Lid Crd 100 160
Kain & Shelton {Agencies} Pty Lid Crd 100 160
K&S Transport Management Pty Lid Crd 100 160
Blakistons-Gibb Pty Lid Crd 100 160
K&S Logistics Piy Ltd Crd 160 160
Rohert Boyd Transport {Aust) Pty Lid Crd 0 160
McQuilan Heldings Pty Lid Crd 0 160
K&S Integrated Distribution Pty Ltd Crd 100 160
K&S Group Pty Lid Crd 100 100
KE&S Freighters Limited Crd 100 160
Cothrane’s Transgort Limited Crd 160 160
Mote 1: Al tontrolled entities are incorporated in
Austrafia with the exception of K&S Freighters
Limited and Cochrane's Transport Limited
which are New Zealand Companies.
Mote 2: Al controlled entities in the consolidated
entity are benefitially wholly owned at
30 june 2005 by K&S Corporation Limited.
Note 3: The following entities have been Liquidated
during the tourse of the year as part of a
consolidation of entities within the group:
Parramatta Produce Company Pty Lid
Robert Boyd Transport {Aust) Pty Lid
McQuillan Holdings Pty Lid
Consobidated
005 2004
Sl S000%
30 Investments Accounted for using the Equity Method
Resufts of associates
Share of net profits accounted for using the eguity
method inciuded in the Statement of Financial Performance
Associates 129 124
129 124




Ivterast Oemed

frvastyent Carrving

Srnount Consolidated

Hgs 2004 2045 2004
Y % 060’ S0O0' 5 5
Details of investments in assodiates are as follows:
Name
Smart Logistics Pty Lid 50 50 520 533
Drairy Transport Logistics Pty Lid 50 50 16 -
Corsotidated
HIos 2G04
066 L0003
Princpal activities
Both Smart Logistics Pty Ltd and Dairy Transport Logistics
Pty Ltd are providers of distribution services and consultants
in transport and distribution.
Results of assodiate
Share of assodiates operating profit before income tax 238 215
Share of assodiates income tax expense attributable to
operating profit {89} 71}
Arnortisation of goodwill on acguisition of investment
in associates {20} (20;
Share of asscdiates net profit ~ equity accounted 128 124
Share of post acquisition retained profits and
reserves attributed to assodiates
Share of assodiates retained profits at the beginning
of the financial year 57 g3
Share of net profit of assodiate 129 124
Drvidends from assodiates {125} {150}
&1 5

Movement in carrying amount of investments
Carrying amount of investment in assodiates at the
beginning of the financial year 532 558
Share of net profit of assodiate 129 124
Dividends from assodiates {125} {150}
Carrying amount of investments in assodiates at the
end of the finandal year 536 532
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Summary of performance and financial position of associates
The consolidated entity’s share of aggregate assets,
fiabilities of assocdiates is as follows:

Current assets
Non-current assets

Total assets
Current liabilities
Non-current liabilities

Total Hakbilities
Net assets ~ as reported by associates

Adjustments arising from equity accounting
Goodwill inet of amortisation)
Other adjustments

Net assets ~ Eguity adiusted

Commitments

Share of associates finance lease commitments:
Within one year
One year or later and no later than five years

Minimum lease payments
Less: Future finance charges

Total lease liability
Share of assodiates operating lease commitments payable:

Within one year
One year or later and no later than five years

Comsoiidated

005 2004
it 0007
5,575 4 807

81 153
5,656 4 980
5,388 4 681

34 a3
5,422 47449

234 21
318 339
{17 {18}
536 532

32 16

55 43

87 54

@) 4

83 55

30 17

22 25

52 42
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31 Notesto the Statements of Cash Flows

i) Reconciliation of cash

ify

Cash
Cash deposits with banks

Reconciliation of operating profit after
income tax t¢ net cash provided by
operating activities

Operating profit after income tax

Add{less) items classified as Investing/Financding Activities:

{Profit}floss on sale of non current assets
Add/{less} non cash items:

Amortisation

Amounts set aside 1o provisions

Depreciation

Forelgn Currency reserve

Share of asscciates net profit

Dividends received from associates

Reversal of previous write down of buildings

Net cash provided by operating activities
before change in assets and liabifities

Change in assets and liabilities
{Increaseldecrease in inventories
{Increaseddecrease in investment in assodiates
{increaseddecrease in income tax benefit
{Increasej/detrease in prepayments
{Increaseydecrease in receivables
{Decreaselfincrease in trade creditors
{Becreaselfincrease in income taxes payable
{Drecrease)fincrease in deferred taxes payable
Exchange rate changes on ogening cash balances

Net cash provided by operating activities

Consobidated Fhe Company
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18 18 - -
14,643 7BEL - -
14,661 7R - -
19,921 12170 14,877 10,533
{1,406} (988} - -
582 855 - -
281 567 45 (15%)
13,81 12,762 - -
74 M - -
{129} 124} - -
125 150 - -
{837} - - -
32,522 25,506 14,822 9,882
{386} (121} - -
584 403} 605 (329
{82} (93} - -
{10,705} 626 - -
5,800 1,270 - -
{2.372} {3,039 {2,345} i543)
283 B43) 267 {690
{12} (6} - -
25,632 25,047 13,449 7,920
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The Company

200% 2004 2005 2004
it 50007 it 000
On 1 December 2003, K&S Corporation Limited, through
its subsidiary &S5 Freighters Limited, acquired 100% of
the issued capitat of Cochrane’s Transport Limited in
New Zealand. Details of the acguisition are as follows:
Consideration - 4,038 - -
Cash acquired - 217 - -
Gutflow of cash . 8,821 . -
Fair value of assets of entity acguired:
Property, plant & eguipment - 1,187 - -
Trade debtors - 1,328 - -
Prepayments - 178 - -
Provision for tax - {5 . -
Trade creditors - {582 - -
Other creditors - {48} - -
Provision for deferred income tax - 287 - -
Interest bearing liabilities - (4,604 - -
- 3,791 - -
Goodwill on acquisition - 5,030 - -
Consideration {cash) - 8,821 - -
32 Employee Benefits
The aggregate employee benefit lability comprises:
Provisions {current) 4,311 3,723 - -
Provisions {non-current} 2,603 2,245 - -
6,914 5,968 - -
The present vatues of employee entitlements not expected to
be settled within twelve months of balance date have been
calculated using the following weighted averages:
Assumed rate of increase in wage rates 4.0% 3.5% 4.0% 3.5%
Assumed rate of increase in salary rates 4.0% 5.0% 4.0% 5.0%
Diiscount rate 5.2% 5 4% 5.2% 5 4%,
Settlement term {years; 15 15 15 15
Number of employees
Number of employees at year end 1,120 991 - -
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31 Director and Executive Disclosures
a} Details of Specified Direciors and Specified Executives

it Specified directors

A Williams : Chairman {non-executive)

L Ackroyd Directar {hon-executive}

G Boulton Director (hon-executive}

A lohnsan Director (non-executive)

R Nicholson Director {non-executive)

} Cshorne Director {non-executive}

L Winser -.. Managing Director -

i} Specified executives

S Fanning General Manager - K&5 Freighters
G Allen General Manager Administration & Company Secretary
8 Waish Chief Finandiat Officer

C 8right Legal Counsel & Company Secretary
G Wooller Gerneral Manager - Bulk

h} Remuneration of Specified Directors and Specified Executives

i} Remuneration policy

The Nomination and Remuneration Committee of the Board of Directors of K&S Corporation Limited is responsible for determining
and reviewing compensation arrangements for the Directors, the Chief Executive Officer and the Executive team. The Nomination

and Remuneration Committee assesses the appropriateness of the nature and amount of emoluments of such officers on a periodic
basis by reference to relevant employment market tonditions with the overall objective of ensuring maximum stakeholder benefit

from the retention of a high quality Board and Executive team.

To assist in achieving these objectives, the Nomination and Remuneration Committee links the nature and amount of Executive
Dhrectors’ and Officers’ emoluments to the Company's finandal and operational perfarmance.
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i) Remuneration of Specified Directors and
Specified Executives

Privveary Past Emplovment Festad
Satary Hon Monefary Supsrannustien  Retirement
& Foes Benaetis Renetits
Specified Directors
A Witliams 2005 80,000 - 8,800 1,760 96,560
2004 18,583 - 1762 - 21,345
L Ackroyd 2005 45,008 - 4,950 13,536 63,486
2004 35,060 - 3150 - 38,150
G Boulton 2005 45,000 - 4,950 5,000 54,950
2004 35,060 - 3150 7,000 45 150
A johnson 2005 45,008 - 4,950 10,000 59,950
2004 35,060 - 3150 - 38150
R Nicholson 2005 45,008 - 4,950 10,000 59,950
2004 35,060 - 3150 - 38,150
J Osborne 2005 45,000 - 4,956 4,667 54,617
2004 35,060 - 31450 7,000 45,150
L Winser 2005 343,200 36,255 37,752 - 417,207
2004 288,000 25811 31,460 - 343,371
Total 2005 648,200 36,255 71,302 44,963 800,720
2004 485,583 25811 48,872 14,000 5E% 465
Specified Executives
S Fanning 2005 242,912 33,844 37,371 - 314,127
2004 225167 24,158 29,885 - 283,252
G Allen 2005 148,500 21,840 18,038 - 188,378
2004 145,800 18415 15,488 - 174,707
B Walsh 2005 128,910 23,037 31,091 - 184,038
2004 117,820 20,532 27,475 - 185,831
C Bright 2005 113,333 17,831 14,340 - 144,704
2004 58,604 17,631 8,883 - 124,613
G Wooller 2005 93,083 30,000 8,827 - 136,910
2004 £3,000 30,064 7.470 - 125,470
Total 2005 732,738 125,752 109,667 - 968,157
2004 865,488 110,178 89,205 - 868,873

Group totals in respect of the finandial year ended 2004 do not necessarily equal the sums of the amounts disclosed for 2004 for
individuals specified in 2005, as different individuals were specified in 2004,



34 Director and Executive Shareholding
ay Remuneration options: granied and vested during the year

K&S Corporation Limited does not operate any option based schemes for its Executives, employees or Directors,

b) Shareholding of Specified Directors and Executives '

Shares held in K63 torporation LimBed 0 Balanee  MetThange 0 Halanee
' 1 Juby #0064 30 bune 2005

Ordinary  Preference Grdinary  Prefaremos Ordingry Prefersnce

Specified Directors

A Williams - - - - - -
L Ackroyd - - - - - -
G Boulton 85,000 - - - 85,000 -
A lohnsen 137,874 - - - 137,874 -
R Nicholson 11,874 - - - 11,874 -
} Oshorne 57,000 - - - 97,000 -
L Winser 314,400 - - - 319,400 -

Spedfied Executives

S Fanning - - - - - -
G Allen 157,760 - - - 157,700 -
8 Waish 8,050 - 6,450 - 15,450 -
C Bright - - . - - .
G Wooller - - - - - -
Totat 817,848 - 6,450 - 824,298 -

Al equity transactions with specified Directors and specified Executives have been entered info under terms and conditions no more
favourable than those the entity would have adopted if dealing at arm’s length.

¢} Loans to Spedified Directors and Executives

There are no loans to any specified Directors or spedified Executives.

d} Other transactions and halances with Specified Directors and Executives

There are no other transactions or balances 1o any specified Director or specified Executives.
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15 Related Parties
Diractors

The names of each person holding the position of Director of K&S Corporation Limited during the finandial year are Messrs.
Awithams, A fohnson, R Nichelson, G Boulton, } Oshorne, L Ackroyd and L Winser,

Detalls of Directors remuneration are sef out in Note 33,

Apart from the details disciosed in this note, no D@_{ecger:__ha.g entered into a material contract with the Company or the consolidated
entity since the end of the previous financial year and there were no material contracts involving Directars' interests subsisting at
year end.

Other transactions with the Company or its controlied enfities

Mr A A Scott is either a Director and / or the major shareholder of the following entities which provide goods and servites to the
ecohomic entity:

A A Scott Pty Ltd

Ascot Haulage {N.T.) Pty Lid

Border Waich Pty Lid

Fidler & Webb Pty Lid

Heggies Bulkhaul Limited

Morthern Territory Freight Services Pty Lid
Scotts Agendies Pty Lid

Scotts Management Pty Ltd

Scott Transport industries Piy Lid

Sneaths Freighthines Pty Ltd

Mr R Nicholson has an interest as Director of A A Scott Pty Ltd, Scott Transport industries Pty Ltd, Ascot Haulage {N.T) Pty Ltd,
Northern Territory Freight Services Pty Ltd, Scotts Agendies Py Lid, The Border Waich Piy Ltd and Scotts Management Pty Ltd.
Transactions with these tompanies inciude sate and purchase of cartage services, advertising services, sale and purchase of fuel
and other related products.

Wr L Ackroyd has an interest as Director of Ascot Haulage {N.T.} Pty Ltd, Northern Territory freight Services Pty Lid, Sneaths
Freightlines Pty Ltd and Scotts Management Pty Lid. Transactions with these companies include sate and purchase of cartage
services, other related produds, storage, equipment hire and other transport related services.

Mr A A Scott has an interest in a transport facility in Ballarat which the company rents on a commerdial basis. Rent in 2005 was
$56,358 (2004: $60,788). Mr A A Scott also provides consubtancy services to the consolidated entity for which he receives fees
totalling $100,000 in 2005 (2004: $nil).

Transactions with Fidler & Webb Pty Ltd are for the purchase of general office supplies.

Mr A Johnson has an interest as Director and Chairman in the publicly tisted Company, Heggies Bulkhaul Limited. Transactions
with this Company during 2005 indluded sales of $136,669 (2004: $16,332) and purchase of transport related services totalling
$191,872 {2004: $136,669}.
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The aggregate amount of dealings with these
companies during 2005 were as follows:

Purchases Sales

2605 2604 2005 2004

600 S060's 600 $00U's

A A Scott Pty Lid 405,138 274,222 - 8533
Ascot Haulage (N.T.) Pty Ltd 709,890 411,013 - -
Morthern Territory Freight Services Pty Lid 88,886 63,222 34,8596 128,020
Scott Transport industries Py Lid 878,665 929,434 1,340,002 2,348,263
Scotis Management Pty Lid - - 89,520 214,774
Scotis Agendes Pty Lid 11,840,730 8,070,420 - -
Sneaths Freightiines Py Lid 113,21 278605 38,813 3,755,799
Fidler and Webb Lid 56,759 B0 180 384 300
Barder Watch Pty Lid 4,049 4,004 - -

A Director of the Company, Mr A fohnson, had an interest during 2004/05 as a partner in lohnson, Winter & Slattery, a firm of
solicitors. This firm renders fegal advice to the economic entity. The aggregate amount of dealings with this firm during 2005
was $337,226 (2004: $440,221) in professional service fees.

The Managing Director of all wholly owned controfled entities, Mr L Winser, has an interest as Director of Smart Logistics Pty Ltd
{an associated entity). Transactions with this company include the sale of cartage. The aggregate amount of sales to this company
during 2005 was $26,617,000 {2004: $24,226,511).

The Managing Director of all wholly owned controlled entities, Mr L Winser, has an interest as Director of Dalry Transport Logistics Ltd
{an assaciated entity). Transactions with this company indude the sale of cartage. The aggregate amount of sales o this
company during 2005 was $5,547,000 (2004: $2,474,087},

Finance for the purchase of some prime movers and trailers in New Zealand was obtained from Dybud Holding Limited, a company
owned by Mr A A Scott. The liability payable at 30 june 2005 was $1,058,208 {2004:31,384,688).

Under the terms and conditions of the underwriting agreement between A A Scott Pty Ltd and K&S Corporation Limited dated
17 june 2005, A A Scott Pty Ltd were reguired to take up an additional 374,214 shares as underwriter for the Rights issue.
These shares were allotted on 27 July 2005, In addition an underwriting fee totalfing $124,241 was paid to A A Scott Pty Lid on
29 huly 2005,
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vy Feluied Partiss

Amounts payable 1o and receivable from Directors and their
Director related entities at balance date arising from these
fransactions were as follows:

Current receivables (incuded within trade debtors)
Scott Transport Industries Pty Lid

Scotts Management Pty Ltd

Northern Territory Freight Services Pty Lid

Smart Logistics Pty Lid

Sneaths Freightlines Pty Lid

Drairy Transport Logistics Ltd

No provision for doubtful debts has been
recognised in respect of these balances as they
are considered recoverabie.

Current payables {included within trade payables}
A A Scott Pry Lid

Ascot Haulage {N.T.} Pty Lid

Scotts Agencies Pty Ltd

Fidler and Yebb Ltd

Scott Transport Industries Pty Lid

Northern Yerritory Freight Services Pty Lid

Sneaths Freightlines Pty Lid

Whotly-owned Group

Details of interests in wholly-owned controfled entities are
set out at Note 29. Details of dealings with these entities
are set oui below:

Balances with entities within the wholly-owned group
The aggregate amounts receivable from, and payable
to, wholly-owned controlled entities by the Company
at balance date:
Receivables - current
~ o7 current

E00%
SG00s

Comsoiidated

2004
SO00%

The Company

0%
S0

2004
007

98

2,188
67
558

151

73
46

287

23N

213

38,580
17,961

23,043
17,5961

56,541

41,004

Fayables - current
~ other loans

25,520

15,935

25,520

15,935

Lloans

Interest is charged by Reid Bros Pty Lid to K&$ Corporation
Limited at the Group's bank overdraft rate. interest paid
for the year was $138,000 {2004:$145,000}.

Dividends

Dividends received or due and receivable by the
Company from wholy-owned controlled entities
amount to $15,000,000 {2004:$10,000,000}.
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The Company

2005 004 65

00d's S0G0%

Director's share transactions

Shareholdings

Aggregate number of shares held by Directors and

their Direcior-related entities at balance date:
Ordinary shares 651,148 38,364,332
Preference shares - 120,000

Al share transactions were with the parent Company,
K&S Corporation Limited.

Dividends 3600's $000°s
Aggregate amount of dividends paid in respect of
shares held by Directors or their Director-related entities
during the year:
Ordinary shares 81 3,684
Preference shares - 5

Directors’ transactions in shares and share options
Diuring the year, no shares were purchased and no shares
were sold by Directors and their Director-related entities.

Ultimate parent entity

The immediate parent entity and ultimate controfling
entity of K&5 Corporation Ltd is A A Scott Pty Lid,

& company incorporated in South Australia.

36 Evemts Subsequent to Balance Date

Gn 17 June 2005, K&S Corporation Limited announced is intention to raise equity under a Non Renounceable Righis Issue.

The terms of the issue were one share for every 10 shares held at $2.80 per share. The number of shares issued was 5,993,867 and it
raised $16,552,828 {after costs assodiated with the issue). The issue was fully underwritten by A A Scott Pty Ld, subject 1o the terms
of an underwriting agreement. Allotment of the new shares was completed on 271 july 2005, With the finalisation of the Rights
issue, the economic entity has 65,973,507 ordinary fully paid shares on issue. The new shares will participate in the 28 October 2005
dividend of 7.0 cents per share. The total dividend payment will be $4,618,145, of which $419,571 represents dividends to be paid
on shares to be issued under the Non-Renounceable Rights fssue.

On 1 August 2005, the Port of Melbourne Corpeoration terminated its conditional tontract to purchase the Whitehall Street
transport terminal in Meltbourne for $11.6 million. On 4 August 2005, the Port of Melbourne Corporation submitted a new offer
on the Whitehall Street transport terminal, as the negoetiations are still continuing on the property, there is no impact on the
Statement of Finandial Performance of the year ended 30 June 2005

On 5 August 2005, the economic entity reached a confidential settlement with SportingBet PLC and Number One Betting Shop Ltd
in relation to the 2002 fraud refated legal matters. The settlement resulted in an increase in the profit before tax of $6.4 million
in the current year's resuit.

On 23 August 2005, the Directors of K&S Corporation Limited declared a final dividend on ordinary shares in respect of the 2005
financial year. The total amount of the dividend is $4,618,145, which represents a fully franked dividend of 7.0 cents per share.
The dividend has not been provided for in the 30 june 2005 finandal statements and is payable on 28 October 2005.
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37 Impact of Adopting AASB Equivalents to IFRS

K&S Corporation Limited is in the process of transitioning its accounting policies and finandal reporting from current Austrafian
Accounting Standards {AGAAP} to Australian equivalenis of internationat Finandial Reporting Standards {AIFRS), which wilf be
applicable for the financial year ended 30 June 2006. In 2004, the company allocated internal resources and engaged expert
consultants to conduct impact assessments to identify key areas that would be impacted by the transition to AIFRS. As a result,
K&S Corporation Limited established a project team to make the necessary recommendatlions. Priority has been given to the
preparation of an opening balance sheet in accordance with AIFRS as at 1 July 2004, K&S5 Corporation’s transition date to AIFRS.
This will form the basis of accounting for AIFRS in-the future, ands required when K&S-Corporation Limitad prepares its first fully
comgpliant financial report for the year ended 30 June 2006.

Set out below are the key areas where accounting policies are expected to change on adoption of AIFRS and our best estimate of
the quantitative impact of the changes on total equity as at the date of transition and 30 June 2005 and on net profit far the year
ended 30 June 2005.

The figures disclosed are management’s best estimates of the guantitative impact of the changes as at the date of preparing the

30 June 2005 finandal report. The actual effects of transition 1o AIFRS may differ from the estimates disdosed due to {a) ongoing
work being undertaken by the AIFRS project team; {b} potential amendments fo AIFRS Interpretations thereof being issued by the
standard-setters and IFRIC; {0} emerging accepted practice in the interpretation and application of AIFRS and UIG Interpretations.

a) Reconciliation of equity as presented under AGAAP to that under AIFRS

Comsaildated The Company

30 June 200% 7 fuly 2004 30 june 26805 7 fuly 2004

Note 54000 G000 S0y 5400

Total equity under AGAAP 84,902 65,991 40,153 32,773
Derecognition of brand name K&5 Freighiers Pty Lid

& fuel distribution rights (i} {2,400) {2,562} - -

tmpairment of assels including goodwill {it} - - - -

Vifrite-back amortisation of intangibles {id} 544 - -

Tax effect of revalued assets {iv} {3,366} {1,820} - -

Total equity under AIFRS 79,680 61,609 40,153 32,773

{il Under AASB 138 Intangible Assets, internally generated intangible assets are to be derecognised and at the date of transition
the Company Brand Name and Fuel Distribution Rights will be written off to opening retained earnings. The derecognition of

these costs will reduce future amortisation charges.

{if} Under AASB 136 Impairment of Assets, the recoverable amount of an asset is determined as the higher of its net seHing price
and the value in use. The Group's current accounting policy is to determine the recoverable amount of an asset on the basis of
distcounted cash flows. The Group's assets, intluding goodwill, will be tested for impairment on transition as part of the cash

generating unit to which they belong. No impairment losses are expected as a result of the impairment assessment.

{iif} Under AASB 3 Business Combinations goodwil, is not permitied to be amortised but instead is subject to impairment testing on
an annual basis or upon the occurrence of triggers which may indicate a potential impairment. Currently, the Group amortises
goodwill over its useful fife but not exceeding 20 years. The Grougp has not elected to apply AASB 3 retrospectively and hence,
prior year amortisation would not be written-back as at the date of transition.
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{iv) AASE 112 Income Taxes requires the Group 1o use a balance
sheet liability method, rather than the current income
statement method which recognises deferred tax balances
where there is a difference between the carrying value of
an assetf or liabitity and ifs tax base. This would result in
the recognition of a deferred tax liability in relation to the
revalued assets. Under AGAAP, the tax effects of asset
revaiuations are not recognised.

{v) Management has decided to apply the exemption provided in
AASB 1 First-time Adoption of Australian Equivalents to
tnternational Financial Reporting Standards, which permits
entities not to apply the requirements of AASBE 132 Finandcial
tnstruments: Presentation and Disclosure and AASB 139
Financial instruments: Recognition and Measurement for the
financial year ended 30 June 2005. The standards will be
applied from 1 July 2005. The AIFRS project team is in the
process of determining the impact of adopting the standard
an the financial statements af the Group, however it is not
expected to be material.

b} Reconciliation of net profit under AGAAP to that under AIFRS

Year Ended 340 June 2005

Note
Net profit as reported under AGAAP
Amortisation of intangibles {i}
Impairment losses recognised {ii}
Adjustment to income tax expense {iv}

MNet profit under AIFRS

Comsotidated The Company
00d's 00d's

19,921 14,877

544 -

20,465 14,877

{i} Under AASE 3 Business Combinations, goodwill is not permitted to be amortised but instead is subject to annual impairment
testing. Currently, the Group amortises goodwill over its useful life but not exceeding 20 years. Under the new policy,

amortisation would no longer be charged, but goodwill would be written down to the extent it is impaired.

(i} Under AASB 136 Impairment of Assets, the Group's assets including goodwilt will be tested for impairment as part of the cash
generating unit to which they belong, and any impairment losses recognised in the intome statement. No impairment losses

are expected as a result of the impairment assessment.

(iii) The adjustment to income tax expense relates to the above AIFRS adjustments as well as to the reversal of the deferred tax

Hability which would be recognised as at the transition date under AIFRS in relation to revalued assets.

¢} Restated AIFRS Statement of Cash Flows for year ended 3G june 2005

No material impacts are expected 1o the cash flow presentation under AGAAP on adoption af AIFRS.
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Director’s Declaration

FGR THE YEAR ENDED 30 PUNE 208535

tn accordance with a resolution of the Directors of KA&S
Corporation Limited, | state that:

1 in the opinion of the Directors:

a} the finandal statements and notes of the company
and of the consolidated entity are in accordance
with the Corporations Act 2081, including:

i} giving a true and fair view of the company's
and consolidated entity’s financial position as
at 30 June 2005 and of their performance for
the year ended on that date; and

i} complying with Accounting Standards and the
Corporations Regulations 2001: and

b} there are reasonable grounds to believe that the
Company will be able to pay its debts as and when
they become due and payable.

2 This declaration has been made after receiving the
declarations required to be made to the Directors in
accordance with section 2954 of the Corporations Act 2001
for the finandial period ending 30 June 2005.

3 In the opinion of the Directors, as at the date of this
declaration, there are reasonable grounds o believe that
the members of the Closed Group identified in Note 29
will be able to meet any obligations or liabilities to
which they are or may betome subject to, by virtue of
the Deed of (ross Guaraniee between the Company and
those subsidiaries pursuant to ASIC (lass Order 98/1418.

Dated at Mount Gambier this 23rd day of August 2005.

Cn behalf of the Board:

e W e

LA

A Withiams
Direcior

L Winser
Direcior




Auditor’s Independence Declaration

TO THE D:RECYORS GF £ &5 CORPORATION LIMITED

in relation to our audit of the finandal report of

K&S Corporation Limited for the finandial vear ended

30 june 2005 to the best of my knowledge and belief, there
have been no contraventions of the auditor independence
requirements of the Corporations Act 2001 or any
applicable code of professianal conduct.

Cornat

Ernst & Young

WW ....... eSS

A Herald
Partner

23 August 2005
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Independent Audit Report

THE MEMBERS OF K&: CORPORATION LiMITED

Scope

The financial report and directors’ responsibility

The financial report comprises the statement of finandal position, statement of financial performance, statement of cash flows,
accompanying notes to the financial statements, and the directors’ dedlaration for K&S Corporation Limited, the company and the
consolidated entity, for the year ended 30 june 2005, The consolidated entity comprises both the company and the entities it
controlied during that year.

The directors of the company are responsible for preparing a financial report and the additional disclosures included in the
directors report desighated as audited that gives a true and fair view of the finandal 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 and the
additional disclosures.

Audit approach

We conducted an independent audit of the finandal report and the additional disclosures in order 1o express an opinion on them
10 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 finandial report and the additional disclosures is free of material misstatement. The nature
of an audit is influenced by factors such as the use of professional judgement, selective testing, the inherent Hmitations of internal
control, and the availability of persuasive rather than condlusive evidence. Therefore, an audit cannot guarantee that all material
misstatements have been detected.

We performed procedures to assess whether in all material respects the finandal report and the additional disclosures present
fairly, in accordance with the Corporations Act 2081, induding compliance with Accounting Standards in Australia, and other
mandatory finandial reporting requirements in Australia, a view which is consistent with our understanding of the company's
and the tonsolidated entity’s finandial 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 to provide evidence supporting the amounts and disclosures in the finandal report and
the additional disclosures; and

® assessing the appropriateness of the accounting policies and disciosures used and the reasonableness of significant accounting
estimates made by the direciors.

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

We performed procedures to assess whether the substance of business transactions was accurately reflected in the financial report
and the additional disclosures. These and our other procedures did not indlude consideration or judgement of the appropriateness
ar reasanableness of the business plans or strategies adopted by the divectors and management of the campany.
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Independence

We are independent of the company, and have met the independence requirements of Australian professional ethical
pronouncements and the Corporations Act 20071, We have given to the directors of the company a written Auditors Independence
Declaration, a copy of which is included in the Directors” Report. The Auditors’ Independence Declaration would have been
expressed in the same terms if it had been given to the directors at the date this audit report was signed. In addition to our audit
of the financial report and the additional disclosures, we were engaged to undertake the services disclosed in the notes o the
financial statements. The provision of these services has not impaired our independence.

Audit Opinion

in our opinion, the finandal report and the additional disclosures included in the directors’ report designated as audited of
K&S Corporation Limited are in accordance with:

ay the Corporations Act 2001, including:

{i) giving a true and fair view of the financial position of K&S Corporation and the consalidated entity at 30 june 2005 and
of their performance for the year ended on that date; and

{if) complying with Accounting Standards in Australia and the Corporations Regulations 2001; and

b} other mandatory professional reporting requirements in Australia.

M%@

Ernst & Young

WW ....... eSS

A Herald
Partner

23 August 2005
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Information on Shareholders

INFORMATION RELATING TO SECURITY HGLDIRS AS AT 24 AUGUSY 2005

tnformation relating to security holders as at 24 August 2005.

Distribution of Shareholdings

Ordinary Shares Number of Shareholders
1 - 1000 Shares 307
1081 - 5000 Shares 993
5001 - 10000 Shares 356
100071 - 100000 Shares 373
100001 - over 35

2,064

10 shareholders held less than a marketable parcel {136 shares).

Twenty Largest $hareholders

Number of Ordinary

fame Shares Held %
oA A Scott Py bid 39,980,846 650.60
2 )P Morgan Nominees Australia Limited 1,738,666 2.64
3 Ascot Media investments Pty 11d 1,125,457 1.71
4 Citicorp Nominees Piy Limited 1,066,540 1.62
5 Zena Kaye Winser 769,558 1.47
§ M Eric foseph Roughana 676,000 1.02
7 Winscott Investments Pty Lid 660,000 1.0
B Cogent Nominges Pty Limited 644,671 .98
9 HMational Nominees Limited 633,546 .96
1 Kallamn Pty Limited 508,000 0.77
11 Sabadin Petroleum Pty Lid 506,869 0.77
12 Bond Street Custodians Limited 366,984 .56
13 W William Clifton Anderson 331,683 .58
T4 John Legh Winser 290,400 0.44
15 Ardmaore BMominees Pty 1td 289,300 0.44
16 ANZ Nominees Limited 241,839 .37
17 Almora Holdings Pty Lid 233,337 .35
T8 A A Scott Mominees No 1 Pty Lid 187,194 0.28
19 Graham lohn Allen & Janine Carolyn Allen 173,470 0.26
20 Mr Thomas Patrick Fizgerald 167,200 .25

50,591,560 7668

A A Scott Pty Limited is the registered holder of all the 6%
Mon Redeemable Cumulative Preference Shares, participating
1o 8%.

The 20 largest shareholders hoid 76.68% of the ordinary shares
of the Company, and 100% of the preference shares.

K&S

CORPORATION

LIVIFTED

The following s an extract from the Company’s Register of

Substantial Shareholders as at 24th August 2005:

Humber %o of Class
Mr A A Scolt 44,025,963 66.73
452 Capital Pty Limited 3,768,715 5.71
Voting Rights
The voting rights are as follows:
Preference Shares: Nit
Ordinary Shares : 1 vote per share
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REGISTERED OFFICE
141147 jubilee Highway West
Mount Gambier

Sguth Austraia 5290

Phone:  {08) 8721 1700
Facsimite; (D8} 8721 1799

CORPORATE OFFICE

111-131 Whitehatf Street
Footscray, Victoria 3011
Phone: ™ {03) 9254 6888 -
Facsimile: {03} 9254 6898

STOCK EXCHANGE

The Company is on the official

list of the Austradian Stock
Exchange Limited. The Company's
Home Exchange is Australian Sfock
Exchange {Adelaide) Limited.

SHARE REGISTRY

do Computershare tnvestor
Services Pty Ltd

Level 5, 115 Grenfell Street
Adelzide, South Australia 5000
Phone: {8} 8236 2300
Facsimile: {08} 8236 2305

QPO Box 1903
Adelaide SA 5001

Enguiries within Australia:
1300 556 161

Enguiries outside Aastralia:
61 3 9615 5870

Email:

webh.queries@computershare.com.au

Website: wavw.computershare.com

WEBSITE
WwWw ksgroup.com.au

R

OPERATIONS =~
ROAD, RAILAND SEA

Metbourne

111-131 Whitehall Streat
Footscray, Victoria 3011
Phone: (03} 9254 688B
Facsimile: {{3) 9254 6898

114:116 Fajtbagk Road
Clayton, Yictoria 3168
Fhone: {03} 9551 BOSS
Facsimile: (03) 9551 8077

Portland

Canat Court

Portland, Victoria 3305
Fhone: {03} 5523 4144
Facsimile: (03) 5523 5647

Geelong

325 Thompson Road

Morth Geelong, Victoria 3215
Fhone: (03} 5278 5777
Facsimile: {03) 5278 5230

Balfarat

¢fo Laminex industries

16 Trewin Street
Wendouree, Victoria 3355
Fhone: (0315338 1710
Facsimile: (03) 5338 1136

Sydney

2 Hope Street

Enfield, Mew South Wales 2136
Phone: (02} 9735 2400
Facsimile: {02) 9735 2499

Brishane

34 Postie Street

Coopers Plains, Queensland 4108
Phone: (07} 3867 6400
Facsimile: {07) 3867 6499

72 Donaldson Road

Rocklea, Queensiand 4106
Phone: (D7) 3867 6462
Facsimile: {07} 3275 2975

Perth

16-30 Sheifield Road

Kewdale, Westemn Australia 6105
Fhone: (0B} 9334 B0
Facsimile: (08) 9334 56599

37 Hertor Street

Oshaome Park

Western Australia 5107
Phone: (0B} 9446 1250
Facsimile: (08) 9244 1124

. Adelaide

138-144 Francis Road
Wingfield, South Australia 5013
Phone: {08} 8444 B500
Facsimile: (08} 8444 8599

Mount Gambier

141-147 Jubilee Highway Wast
Mount Gambier

South Austialia™s2g0 = &
Phone: {08} 8721 1700
F_acsimi%e: {08} 87211798

Rockhampton

197-206 Wade Street
Parkhurst, Queensiand 4702
Phone: (D7) 49362172
facsimite: (D7) 4936 2972

Bundaberg

Okd Qunaba Mill, Grange Road
Bundaberg, Queensiand 4670
Phone: {07} 4159 2150
Facsimiter {07} 4159 1825

Gladsione

Mark Fenton Drive

Port of (ladstone
Queensiznd 4680

Phone: {07} 4972 0601
Farsimile: {07} 4972 0585

New Zealand
Rotorua

28 Hamiora Place
Rotorua, Mew Zealand
Phone: {07} 345 3300
Facsimile: {07} 345 331

Cambridge

3847 Ta Awamuty Road
Cambridge, New Zealand
Phone: {07} 823 6002
Facsimile: {07} 827 5606

Mount Maunganui

35 Portsite Drive

Mount Maunganui, New Zealand
Phone: {07} 575 8265
Facsimiier {07} 575 B48D

Napier

85 Battery Street

Ahurigi, Napier, New Zeatand
Phone: {06} 835 7628
Facsimiter {06} 835 0192

Auckland

4 Tinley Street

Auckiand, Mew Zealand
Phone: {08} 307 0061
Facsimile: {09} 307 0027

 PAPERSERVICES

K&S
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LEMITED

Burnie

.. -$8-70 Marine Terrace

Burnie, Tasmania 7320
Phone:  {03) 6431 8537
Facsimile: {03) 64313896

Devonport

226 Ml Road

Wesley Vate, Tasmania 7307
Phone:  {03) 6423 7128
Facsimite: {03) 6423 7205

Footscray

99 Mareland Street
Footscray, Victoria 3011
Phone:  {03) 8398 4500
Facsimile: {03} 8398 4559

Brooklyn

Shed B, Brooklyn Estate
41-47 Witlers Road
Brookiyn, Victoria 3025
Phone: {03} 9362 4365
facsimile: {03} 9362 4398

Shed F, Brooklyn Estate
41-47 Witlers Road
Brookiyn, Victoria 3025
Phone: {03} 9362 4365
Facsimile: {03) 9362 4398

Sydney

56 Anzac Street

Chuttora

New South Wales 2180
Phone: {02} 9708 3066
Facshmile: {02} 9708 5066

Shoathaven

344 Bolong Road
Bomaderry

New South Wales 2541
Phone:  {0Z) 4421 9473
Facshmile: {02} 4421 9493

Townsville

121 Huther? Street

South Townsville
Gueensland 4810

Phone:  {07) 4772 5651
Facsimite: {07} 4772 7433

Fisherman Istands
67-68 Bishop Drive
fisherman isiands
Gueenstand 4178

Phone: {07} 3895 981
Facsimile: {D7) 3867 6459
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