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Macmanon HoLDINGS LIMiTED

Wacmahon is an Australian listed company that is entering its 40th year of operation from its initial beginnings as a divil
engingering contracter founded in South Australia.

The company has grown from a privately owned business to be one of Australia’s specialist civil construction and
mining contracting services group with four core businesses:

s Civil construction

s Open Cut mining

¢ Underground mining
¢ Mire

With nearly 1200 employees, Macmahon has operations in Australia, New Zealand and Malaysia.

At Macmahon we aim to satisfy ouwr clents’ reguirements by building businesses that deliver shareholder value,
operating in a safe environment and providing opportunities to motivate and develop our people.

To pmmote a safe positive and enjcyahie W{}rk env:mnment

e To. consider the impact of our decisions on our colleagues;

?0 werk harmoniously within the commamtaes m whzch we. operaie
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Financial

Group Revente §416.1 million $441.0 million
Joint Venture Revenus $69.1 million $39.2 million
Total Revenue $485.2 million $480.2 million
Profit After Tax $8.5 milkion $7.1 million
Cashilow from Operations $21.8 milkion $43.4 million
Asia Pacific Transport Investment  $11 million Nit

Return on Shareholders Funds 14.6% 14.3%

Safety

Lost Time Injury frequency Rate 33 2.5

Number of Fult Time Employees 1184 1865

Wark on Hand
New contracts and extensions won 3343 million $324 milkion

Work on Hand (June) $341 million $488 milkion




Macmanon HoLDINGS LIMITED

| am confident the 2003 Annual Report will please all shareholders.

We have improved our net profit after tax by 20% in a very competitive market, with returns
on shareholder aquity at just under 15%.

This performance is set against a backdrop where the economic performance of the world
markets shows early signs of improvement. As far as the mineral commodity markets are
concerned the real vigour of the People’s Republic of China’s (PRC) economy provides a major
emerging and long term opportunity for Australian exports and investment,

David Humann, We are seeing dearly in the announcements from our iron ore, nickel, copper and liguid
Chairman natural gas producers massive new investment in facilities to serve the PRC as well as other
growing economies in the global market. This investment should result in a flow of work to Macmahon,

The Australian economy continues to lead the developed world in steady sustainable growth and given the current
federal budget trends, taxation surpluses are available for investment in tangible infrastructure assets such as road, rafl,
port and water conservation projects. Macmahon expects to win its share of these projects.

We are already seeing an increase in the number and value of new projects for which we are being invited to bid.

To ensure Macmahon continues to grow profitably we will continue to focus on our four key operating divisions; dvil
construction, open cut and underground mining services as well as labour and plant hire predominantly in Australia and
New Zealand.

in addition to generic growth we have already commenced looking for potential business acquisitions which
compliment our core skills and improve retums per share.

Macmahon also now has a significant 7.5% investment in the Alice Springs to Darwin rail project. This infrastructure
and freight logistics business is entering an exciting phase with the first train scheduled for January 2004, We will over
the next 12 months evaluate our options to maximise the value of our investment.

We consider our finandial position is now very solid and in order to grow profitably we have taken steps to increase the
capacity and range of skills in our management team.

in all these conditions our people have maintained an excellent safety record and a thoroughly professional approach
1o their work. Our safety record is an important indicator of the great importance our people place on applying the
highest safety and operating standards to all our work.

All our staff deserve high praise. Their unceasing work and creative approach in providing mining, engineering and
construction solutions to our dlients has led to our success. We applaud their dedication.

YN
5"{: /:j "::i ,..gi__%% %W,J
;
DAVID J HUMANN
CHAIRMAN
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Earnings
t am pleased to report that Macmahon has continued to build on our 2002

earnings hase by recording a 20% increase in profit after tax to $8.5 million
for the 2003 year.

The latest profit was achieved on Total Revenue {including ateributable joint
venture revenue} which increased from $480 mitlion to $485 million and
consisted of $416 million revenue from group operations and $69 million
from joint venture operations,

Profit after tax on Total Revenue was 1.7% compared to 1.5% in the
previous year which is within the short term target range of 1.5% to 2.0%.

Financial Ratios

Earnings per share increased from 2.9 cents per share to 3.4 cents per share
and return on shareholders funds improved from 14.3% to 14.6% which is
considered to be an aexcellent return.

Cashflow

Cashilow from operations was $21.8 million which enabled the group net
debt to be reduced by a further $13.2 million. Gearing {net deb¥equity}
reduced from nearly 170% to 120% and is well on track to meet our june
2004 target of less than 100%.

Scorecard

in June 2002 Macmahon established a number of targets for the 2003 year
Performance compared to these targets in shown in the table below.

Target Established June 2002 Actual Result

After tax margin 2% 1.7%

on Total Revenue

Neot Debt Under $70.0 milon $69.3 mitlion
LTIFR 2.8 33
Safety

WMacmahon's safety performance remains a key focus for the benefit of all
our stakeholders. Employees are entitled to the highest levels of health and
safety and our clients demand exceptional performance.

The 12 month rolling Lost Time Injury Frequency Rate {number of lost time
ijuries per million man hours involved) was 3.3 at year end. This is a slight
increase on our 2002 figure of 2.5 but remains well below the industry
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average of 5. The more complete Total Recordable Injury
Freguency Rate {a combination of Lost Time, medical and
alternate duties injuries) improved a significant 35% to
25.1.

Community Involvement

WMacmahon's operations are typically located in outback
Australia and as part of our community commitment and
sipport a number of initiatives were undertaken during the
year including:

¢ 550,000 sponsorship spread over 4 years for
equipment replacement with the Royal Flying Doctor
Service.

¢ $£10,000 support to the Living Works programme in the
Pilbara of WA to assist in the prevention of suidide.

«  $7.000 of community and education support across
Australia in the communities in which we operate.

Investment {Asia Pacific
Transport - APT)

Construction of the Alice Springs to Darwin railway by the
ADrail joint venture (Macmahon 10%) proceeded ahead
of schedute and completion will be achieved before the
end of 2003, The first freight train is scheduled for lanuary
2004,

During the year, the rail project debt facilities were
rastructured which resulted in a partial early call of eguity
plus additional equity.

At 30 June 2003, 31t million of equity had been
contributed and in the next 12 months, a further $15.5
million of equity will be contributed, taking Macmahon's
total contribution by lune 2004 to $26.5 million. This
represents approximately 7.5% equity shareholding in Asia
Pacific Transport (APFT), owner of the rallway track
infrastructure and operator of the freight business for the
50 year concession of the Alice Springs to Darwin railway.

Dividends

Due to the earlier than anticipated equity investment into
the Alice Springs to Darwin raflway, the need to continue
to reduce overall debt and the target to reduce the debt to
equity to below 100%, Directors considered a dividend for
the 2003 year would not be appropriate.

Order Book by Commodity

Civil 488

Geld 21%

Micksf 2% Coal 2%

Total Revenue by Activity

Hite 530
Mise 311m

Walaysia 53m

imwndsd0iE Shale 2%
ren Oz 3%

P Copper 77%

aniit 39T

.{.\pper $31m

Totzl Revenue by Diviston

Hirg 315m
hzlaysia 54m

Lndesground S&6m

Open Cigt 3368m

Other 37

iarmonds $26m

ickel $23m

izl 338m

rors Oz §96im

Cait 228
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Order Book

At June 2003 the work in hand stood at $341 million which was below the
corresponding figure of $480 million in June 2002, In the first 2 months of
2004 a further $80 million of new work was won including a 5 year Open
Cut contract for WMC Resources at its Phosphate Hill project in
Queenstand, taking the order book at the end of August 2003 to $370
million.

While the order book at year end was below desired levels, the Company
has maintained its disciplined approach to tendering and is not prepared to
win work below acceptable margins, including return on capital hurdles.

Business Strategy

Macmahon continues to focus on its three core businesses of Open Cut and
Underground mining and Civil Construction in Australia and New Zealand.

During 2003, the Company introduced a hire business which supplies both
mobile plant and labour to the mining and civil sectors.

The Hire Division is the fourth operating division which, apart from having
is own dedicated fleet, has the ability to hire out plant that may be idle in
one of the other operating divisions,

Operations

+ Chiil Construction — Activity in the dvil division was strong during
the year with total revenue (including joint ventures} up 79% to $228
million. In Western Australia a number of contracts associated with
iron ore and gold projects were awarded and completed during the
year. Two major road contracts were won in Perth. Construction of the
Alice Springs to Darwin railway (Macmahon 10%) proceeded extremely
well with the project over 90% complete at year end.

Profit for the cvil division was very strong for the year and was
boosted by the contribution from the Alice Springs to Darwin ratlway
joint venture,

+ Open Cut Mining — Revenue was down 26% to $168 million as a
resuft of insufficient new work. The lack of new work alse impacted
profitability due to higher idle equipment charges. Additionally, losses
on one major contract impacted the result.  Improvements are now
being achieved on this project. Opportunities in coal continued during
the year with further work won.

s Underground Mining - Revenue was down 30% to $66 million,
again as a result of insufficient new work. The operations all performed
well and contributed to profit. Margins for major new work are in our
view helow acceptable levels considering the risk and capital involved
and conseguently we were not successful in winning any sigaificant
work during the year. The division is continuing to target specialist
work for owner miners, which is delivering acceptable returns,
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- Hire ~ Plant hire revenye increased by 33% 1o $15.0 -
Cmilion. “Growth. opgmrtunit'zes continued to present -
. themselves during the vear. an{i thzs area of the
- husiness i targeted for growth, HET

¢ “Malaysia. - During the year the Xe;mng quarty
contract in Kuata Lumpur was completed. The contract - 4
-'--cﬂmp efion -necessitated the sale of the quarry
" crushing and screemng p!ant w}aach resuited ina Eass :
~of $0.6million, T T
" Macmahon has cunszderahe exper;ence n quarry-
- operations and is purseing a number of opportunities .
1o -work ‘for ‘major ‘international ‘companies in - 4
- "Malaysia. Unlike the Kepong contract these contracts .. -
_.'_wauid not tnvolve ownership of fixed p!ant {cmshmg o

Outiook

The outlook in the cwai construction industry remains very stmrxg duetn s cemhmatmn of G{}vemment mfrastmcmre
projects and mine deuelapment!expansmn “fhe stmrxg mztiwk I expected fer the next few years and Macmahan wzi!
benefit from this. . o . .

CQmmod;ty prices are improving aﬂd the mining mdustry is shcwmg strong signs. of gmmh

in mining there are a munber of 09@n Cut opportunities presently in the coal and iron ore sectcrs Both the Open

Cut and Urxdergmund dmszans are fmdmg mcreasmg ﬂpgmrtumtzes to wcrk w;th uwrxer mmers ;}rswdmg speczaiist__
activities. R, S L L D
A year end teﬂdermg a::tmaty Was very stmng and severai pmjects wei swted 10 Macmahun are avaiiabie A :
number of contract exterxsmns are carrenﬁy bemg negotiated and fmther new work 15 expected_ n the cummg

Based of 3nta{zpate{i news wark revenue abeve 5466 miiimﬂ is f{}recast in 20{}4 The redaced margin frem the Alice

Springs to Darwin railway joint venture project as it reaches completion is expected ta be affset by gmw’sh I the czw!___
division and an improved result from mining and the hire division. L e
A key focus in the next 12 months will be to lnprove the returns frcm the ex:stmg basmess 4 addattcn acquasattcns_
will be targeted in specialist areas within our sphere of core competencies. to improve our overall profit margin, 110

Equity contributions to the Alice to Darwin railway and eqiipment repiacement wz!! restzit it Sigmficant cash 1
investments during the year but debf lavels are expected tc reduce further

?he foll awmg Group targets have been estab i_shed -

* Annual profit and EPS growth
& Long term Debt/Equity of 75% - under 1{}{}% in 2{}94
' Return on Capital of 13% to 15% - R e
& A 20% annual redaction in Total Recerdabie Injury Freqaency Rate
- -Be a dividend paying company - :

" CHIEF EXECUTIVE OFFICER
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Finance Report
Financial Performeance ndicator

2003 2002
Mot Tangible assets per share 206 cps 17.0 eps
Return on shareholders eguity 14.6% 143%
Shareholder funds $57.9 miltion $49.4 million
Cash flow per share 8.9 ps 17.3 ps
fterest cover ratio 2.1 1.96
EB{TDA $39.1 miltion $46.9 million

Earnings and Taxation

The profit after tax for 2003 of $8.5 million was 20% higher than the 7.
million reported in 2002,

The low rate of company tax reflects the fact that Macmahon does not carry
a future income tax asset and is currently utilising carried forward
Australian taxation losses, therefore its Australian operations are not tax
effected. The extent of the carried forward tax losses of $18.2 million
means Macmahon is unlikely to be fiable for Australian company tax for
some 2 to 3 years. The actual taxation expense of $0.4 million for 2003
relates to foreign operations,

Borrowings and Interest

The reduction of the level of debt continued to be a priority in 2003 with
the net balance sheet debt at 30 June 2003, after initial equity investment
it AFT of $11.0 million, being $69.3 million which was $13.2 million lower
than June 2002,

The net balance shest debt at June 2003 of $69.3 million is some $103
million below its peak at June 2000

interast and borrowing costs werg $8.1 million (310.0 million 2002},
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Capital Expenditure

Capital expenditure for 2003 was $10.0 million compared
to $10.5 million in 2002.

The level of future capital expenditure s largely
dependant on the nature and quantum of new work won,
The expected level of capital expenditure in 2004 of $15.0
milion is below the group’s forecast depreciation/
amortisation charge.

Financial Returns

The return on shareholder equity increased from 143% to
14.6% in 2003.

A key financial driver for a capital intensive business like
Wacmahon is return on capital employed. The return on
capital target varies between divisions but the group
target is between 13% -15%.

After indluding the $11 million equity investment in APT
the actual return on capital of 12.9% was slightly lower
than 13.4% in 2002. The target of 13% -15% will he
difficult to achieve for the next 2 — 3 years until the
equity retumns from the APT investment start to be realised.

Return on capital employed continues to be a prime focus
in directing Macmahon's business,

Depreciation/Amortisation

Depreciation and amortisation cost for 2003 was $22.1
million compared to $27.4 million in 2002.

The reduction in depreciation is due to the sale of idle
plant, better equipment utilisation, lower level of open cut
mining activity and the higher proportion of earnings being
darived from civil projects {inchuding joint ventures) which
utilise lower levels of Macmahon plant.

Contract Performance
Securities

Macmahon utilises both bank guarantees and insurance
bonds to provide dients {mainly on civil projects) with
parformance security.

With the high level of civil projects the source of suitable
credit rated insurance bonds is an issue for the industry as
is the management of bonding facilities and effective use
of the bonds within Macmahon, Macmahon will continue
to source the most cost effective options,

40

35

£

25

% Billion

20

 Pant

Macmahon Hire fleet at Finucane isfand
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Risk Management and our Business
Processes

Macmahon Business System

To ensure Macmahon operates in an environment where risk is properly
managed, the company has successfully progressed with the integration of
i#s business management systemns. From January 2003 management have
had access to the Macmahon Business System (MBS) electronically via the
company’s intranet.

This has been a key step in providing the tools for management to
continually improve our business and provide industry leading processes
while effectively managing risks within the business. The MBS integrates alt
the key business areas {processes) to provide an overall coordinated
approach to the way we manage and conduct our businesses.

To meet our dlients’ requirements our guality, environmental and safety
management systems have been assessed and independently certified by
NATA Certification Services International {third party certification body) as
meeting the requirements of the following management system standards:

«  AS/NZS IS0 9001:2000 - Quality Management System
*  AS/NZS IS0 14001:1996 - Environmental Management System

« ASINZS 4801:2001 - Occupational Health and Safety Management
System

This certification includes our core business areas of civil construction, open
cut and underground mining across Australia and New Zealand operations,

WMacmahon management systems are an essential element of the way we
manage our business processes to meet customer requirements, reduce
business risk, improve profitability and demonstrate responsible
management to our stakeholders.

The key elements of the MBS management risk are: -

+ Tendering

Macmahon focyses on ensuring that a formalised and standard
approach is taken in bidding and pricing new work or extensions to
existing contracts.

The key elements addressed in preparing a bid are -
»  countey soversign risk

» financial capacity of prospective client

»  project viahility assessment

» specific operational risks related to the physical conditions on the
project
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» financial risk and adeguate risk return for the
project. Return on Capital s a key measure and
projects need to meet certain hurdle rates before
a tender is lodged. The Return On Capital required
may vary between divisions depending on the
nature of the project and its location.

interest Rates

Macmahon utilises fixad interest rate leasing to match
the tendered interest rate. The level of borrowings
subject to variable interest rates is approximately
£30 million of which there is a short term interest rate
cap on 6.25% at $20 million exupiring in December
2003. U is intended to extend this interest rate
protection.

insurance

Macmahon protects its insurable risks with 3
comprehensive insurance programme,

The insurance renewal at June 2003 was undertaken in
a very difficult inswrance market in Australia and
overseas and resulted in increases in both professional
indemnity and public liabiity premiums. These
increases were partly offset by a continuing reduction
in workers compensation premiums (largely Western
Australial as a result of the company's excellent
safety performance. Capacity in the insurance market
for professionat and public liability has also become a
short term issue.

Strategies for reducing premiums for liabiity insurance
are being considered for the next renewal programmea

Credit Risk - Accounts Receivable

In addiion to normat credit reviews of potential
customers, Macmahon has in place a credit insurance
policy to assist in the mitigation of foss in the avent of
any large defauits.

-

Selection and Training

A key element to Macmahon achieving its business
plan with manageable risk is ensuring our people have
the appropriate skifls and competencies to undertake
the required tasks in a competent, proficient and safe
manner.

This is achieved through the MBS where Macmahon
has developed key processes that effectively select,
induct and train our people for the required tasks.

These areas of selection, induction and training for
Macmahon are recognised among the best within the
industry and have been one of the keys for success of
a number of projects including Abrail,

RICK BLAIR
CHIEF FINANCIAL OFFICER
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Safety and Training

The Macmahon safety management system is based upon the requirements
of AS/NZS AB01:2001 Safety Management Systems and integrates the
principles of AS/NZ4360 Risk Management. These systems provide a
framework for the effective management of safety across our operations
and allow for the establishment of objectives and targets. There is a dlear
demonsteation of objectives and targets addressing significant salety
aspects which cover our legal and contractual obligations. We pride
ourselvas on the fact that our systems are flexible and provide a seamless
interface with the requirements of our dients.

The perfermance of Macmahon in the areas of occupational health and
safety s driven by the Company's commitment to i#s people, the effective
management of risk and our continued pursuit of our ultimate goal which
is an injury free workplace.

As part or our commitment to safety, a Group Safety Manager reporting
directly to the CEO was appointed during the year.

A number of initiatives were implemented during the year:
+ |ntegration and the establishment of our MBS

« Forus on supervisory safety training

+ Subrontractor and client selaction safety reviews.

+  Project risk assessment

Achievernents and awards

in our ongoing efforts towards injury elimination, a number of our
operations achieved safety performance milestones:

*  Total of 6 sites have achieved one year without a lest time injury being
incurred.

s Total of 12 sites have been LT free since commencement.

External recognition for excellence in safety management was awarded to
the organisation in the sustainment of our certification to the reguirements
of ASINZS 4B01:2001 Occupational Health and Safety Management
Systems.

Macmahon was awarded the IFAP Gold award for excellence in safety
management systems in 2003.

Safety Audits

hacmahon has established a rigorous auditing protocol and schedule
reguiring that all operations underge an internal audit every three months,
in addition external audits are carred out by third party organisations at the
reguest of clients,
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-..Human Resources RS
- The rechsitment, training and retention {}f personnei I
o fundamental to the company's ability fo curxdact work and
- provide services meeting client requirements. - AS such,
- Macmahon has established camprehenswe and rigomus

L processes to ensure these goals are met..

Our commitment to training continued this year wfzh the
: expansion of the Frontline Management Inftlative. n 2003, -
4 ‘managers gradaated and 18 pm;ect managers_have
. commenced training. - - .

~Janette Woodham, - . _
Genera! Manager Hurman Resaurces. "

“The meEme Managemenz imtzatwe is a natmaiiy
~aceredited certn‘;cate and diploma -quatification. which =

“requires. significant commitment on the part of -the -

: employess who complete profect waork in their own fime a5

Dwell as employer contribution through mentoring and |

Ctraining. As all the projects -are workplace based the

o pay-back far the argamsatzon :s Eaeth ammedtate and
- ongoing. S -

. Young peep!e were also mciuded in our recruitment and :
. tratning Initiatives with 4 new apprentices and 4 graduate -
- engineers commencing employment during the year. The

- company has a mtai m‘ 6? quaizfzed erzgmeers ami 13
":apprentzces '

; " Macmahon maintained a S{mng si;rect reiatmnship wath its
-employees this year and continued its excellent industrial

" relations recurd wath no. iast tsme due tu dzspa{es durmg
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Indigenous & Local Employment
Wacmahon's policy is to work with local communities wherever possible.

The Alice Springs to Darwin railway project remained the largest employer
of indigenous people with 128 indigenous people employed on the project
throughout the year.

A number of formal agreements with indigenous companies were in place
during the year including:

* Nghulin - A joint venture established in 1998 at the Stuart Ol Shale
project in Queensland involving plant and labour hire with the locdd
community.

+ Indigenous Mining Resources - Established in 200t for the
provision of indigenous employees on contracts in the Pilbara region
including BHP Billiton's Area C bulk sample, Yandi Akrstrip and Finucane
Istand.

+ Carey Mining - Established in 2000 for the provision of indigenous
empioyees in the Goldfields region induding 6 full time plant operators
at Sons of Gwalia's Carosue Dam operations.

In addition Macmahon encourages local employment opportunities by
working closely with local community agencies. The BHP Billiton Finucane
tsland project at Port Hedland achieved 20% local hire giving local people
access 1o valuable training and employment opportunities.

Environment

Since 1997 Macmahon has been a signatory to the Australian Minerals
tndustry Code for environment management.  One of the requirements of
our voluntary commitment to the Code is the production of an annual
Public Environmental Report (PER). A copy of the full report will be
avaifable on the Macmahon website at www macmahon.com.au

WMacmahon is committed to openness, transparency and improved
accountability through public environment reporting and engagement with
the community.

Highlights during 2003 included:

+ |Implementation of the majority of environmental targets set in 2002
PER:

+ |Implementation of gualitative pricritisation of the identified environ-
mental risks to the business. Improved risk assessment methodology
applied to all projects by including residual risk, as well as inherent risk,
to align with AS/NZS 4360:1999 risk management standard; and

*  Maintenance of third-party certification to AS/NZS SO 14001:1996 -
Environmental Management Systems.

in 2004 Macmahon will develop its strategy and plans for sustainability,
increase employee awareness on environmental issues and implement an
Environmental Management Plan for s head office operations.
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Plant
Operating Highlighis

2003 2002
Plant and equipment value 5199 million £125 million
Plant sales value $12.7 million £5.0 million
toss on plant sales 56.5 million £0.4 million
Capital expenditure $190.0 million £10.5 million
Fleot average life remaining 36% 472%

The average fleet remaining |ife reduced to 36% but
overall flest availability and operating costs were
maintained at acceptable lovals,

A minimum fleet average remaining life of 30% has been
established. Capitat expenditure of $15 million in 2004 will
maintain the remaining life above 30% and in subsequent
years capital expenditure at levels below total deprediation
will improve the position.

0%
50%
BG%
0%
6G%
50%
40%
30%

Life Remaining %

Peter Harris at Perth workshop
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Capital expenditure in 2003 was only $10 million as there
was insufficient new work in the mining divisions to
justify additional capital expenditure.
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evenue for the year was up significantly to 3228 million due to a
combination of our extensive involvement in the Alice Springs to
Darwin railway and activity in Western Australia. Our targeted
margins are being achieved for new work and the division returned a
significant profit for the year.

The key issue in the successful completion of works during the year has
been the performance of Macmahons management and labowr in the
projects and their professional skills.

During the year a key target was to win work in Queensland to provide an
entry into the pastern states market which is seen as necessary to expand
our business. This was achieved by year end with the award of work at
Moura.
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Stgnificant new contracts were awarded during the year
including:

-

Finucane Island bulk earth works  BHP Billiton
and port expansion

Yandi Airstrip construction BHP Biltiton
Telfer Access Road Newcrest

Roe Highway Joint Venture MRWA

Torkin Highway Joint Venture MRWA

Happy Valley Dam SA Water

Mt Monger Road KCGM

Theodore Road Anglo coalfMisu

A number of complex projects were completed during the
year including:

-

Yandi Airstrip — Construction of 2km long renway and
associated termingl facilities.

fervoise Bay — construction of 2 heavy Iift jetties and
reclamation works involving 1.5 million cubic metres
of earthworks.

Gull to Tunkawanna Rail — 22km of rail embankment
involving numerous culverts and 800,000 cubic metres
of earthworks.

Finucane Island — 2.5 million cubic metres of
sarthworks involved in the construction of new
stacker reclaimer area and an environmental berm.

Mt Bonger Road — Skm road construction in
Kalgoorie,

Telfer Road — Construction and upgrade of 135km of
road for the Telfer Gold mine.

The challenges facing the division include:

-

The availability of suitable qualified staff to take
atvantage of current opportunities.

The expectation on the part of some clients that the
tender process is part of the approval process and that
cafling for tenders does not mean the project has been
given the go ahead.

Roe Highway: Pouring concrete on the Corfield 8ridge

i

Roe Highway: Eddie Moala (Project Engineer) and
Andre Dorrius {Surveyor)

+ The cost of preparing large tenders for Design and
Construction projects where the significant costs of
the design consultation fees are borne by the
contractor if its tender is unsuccesshul.

Outlook

The next few years indicate significant opportunity to
grow our civit business. The Commonwealth and State
governments are cureently spending large amounts on
infrastructure including roads, rail, ports and water.

In addition, expansion in the iron ore industry with the
need for rail development and port expansion is
expected to deliver opportunities for Macmahon.

With the large volumes of work available margins are
expected to improve and Macmahon will be targeting
growth in Western Australia, Northern Territory, South
Australia and Queensiand.

The outtook for the division is positive with the amount
of work available.
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evenue for the year was down 26% to $168 million due to the
comptetion of a number of contracts and insufficient new work.
, Although there were a large number of projects available to tender
during the year the number won by Macmahon was small. This was
primarily due to the inability to achieve our targeted returns based on the
assessed project risk and capital employed. However i is important to
recogrise that our pricing remains competitive and we are confident that
over time we will be successful at winning new work at our hurdle rates,

New work and contracts extensions awarded during the year included:

+ Dampier Port Bulk Handling (extension] - Hamersley ron

+  Newlands Overburden Removal - Xstrata
+  Nifty Copper {extension} - Birla Nifty
s Stuart Oil Shale {extension} - Southern Pacific Petroleum

Buring the year a major open cut contract incurred significant losses due
to a combination of poor tendering practices at the time of award {1999},
operationat difficuities and client issues. Changes to operating practices at
the project and a renegotiation of the contract terms and conditions have
enabled an improvement in operational performance. Lessons learnt from
the contract have been incorporated onto the MBS,
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Outlook

The open cut contracting market has seen rapid change
in recent years and Macmahon a3 a conseguence has
been -adapting its approach. to meet the changed-
requests of clients. We now see our target areas ast

»  spedatist medium sized contractor

*  providing services to owner miners

» " a problem solver .

At year end the fevel of enquiries had increased and.
opportunities across -a -range -of commodities are

Mining activity at Stuart Oil Shale
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=, ovenue for the year reduced a significant 30% as a result of the
completion of the Meekatharra contract and the inability to win sufficient
ew work.

Al existing contracts performed well during the year and a number of contracts
were awarded to provide specialist work to owner mining operations.

There were a number of new work opportunities during the year however
Macmahon was not successful in securing the work.  Our view is that the
current tender margins for major projects are inadeguate and unsustainable
considering the risk and capital involved. These low margins are we believe
driven by there heing too many contractors in the underground market.

Macmahon's strategy is to remain in the market, price work with appropriate
margins and target specialist work. We believe over time the sector will improve
and rationalise.

New work and contract extensions awarded during the year induded:

s |[einster Labour Hire {extension} - WMC Resources

»  Peak Labour Hire {extension} - Wheaton River Minerals

» bt Isa Ground Support - Xstrata
» Wt Charotte Development - KCGM
and Ground Support
» Cannington Cable Bolting - BHP Billiton

» Lepnora Mine {extension) - Sons of Gwalia
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Qutlook

Industry  indications suggest an  ingrease i
underground mining activity in the next few years. The
increase in owner mining by the major companies has
reduced the number of major projects available for.
contractors however Macmahon s responding by
targeting the provision of spedalist services 1o owner
miners including deve!cpment gmund _suppart _
dsamund and long hole drilling. ™ :

We intend to maintain our. dzscsp!med appmach toi
tendermg and szE aniy take on new. wsrk at acceptabEe :
margins. - s

Revenye [evels for the next year are expected to remain
similar to 2003 due mamEy to the ievei caf mmpetztmn__
in the sector. . U S :

W;H:e Tapiera, Mine Poreman Bendﬁgo
Undergmund Pm;ect '

John Wright, truck operator at Leonors
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new division for Macmahon which has been developed from the
apportunities created to provide equipment and labour hire to the
ADrail project.

The Hire division now has two focuses:

« the provision of eguipment hire onn a 'dry’ of ‘wet’ bask to the
construction and mining industries. Key clients are owner miners, other
construction/mining contractors and Macmahon's cvil division,

« the provision of blue and white collar workers to the construction and
mining industriss.

WMacmahon s utilising its extensive expertise in equipment management
andabour recruitment and training to offer specialist hire services in these
areas.

The plant hire business also provides the opportunity to reduce the cost
impact of idle plant that arises between mining projects.

The development of the Hire business will also provide an opportunity to
introduce new equipment into the mining divisions with the older
equipment heing utilised by the hire division.
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Asia Pacific Transport (APT)

Asia Pacific Transport Pty Ltd (Macmahon, 7.5%
shareholder) is the company contracted to build, own and
... operate the railway for the 50 year concession period.

rail network and involves:

R '_-" Construction of the new 1420km stretch of standard
" -gauge line between Alice Spr'mgs and Darwin.

o ‘between Tarcoola and Alice Springs.

" Part which includes an intermodal container terminal.

j_f_'--..OperatEon of the completed transcontinental railway

ratlway and t_he_ port, is the operating comparny of APL .
....__Frezght Link aperates in twa freight market segments:

' --.;nterstate locations in Australia.

Austraha exparteci thrmsgh Darwm

w1 Skm Eong

" The new railway will complete the final link in Australia’s T T T, T T T
: y p na 7 Macmahon’s 7.5% shareholding is being acquired by:

__- A further $15.5 mitlion of equity in 2004 faking the_;_

““The lease and maintenance of the existing 8391““ g o debt
- ""-.Macmah(m zs funding its eqiﬁf? mvestmem ‘”3 deht_“-

" Integration of the ralway line with Darwin's EastArm R
""-The pm;ect structure Esmzzs any further eqa_zty cails on__ o

- from Adelaide thraugh 1o Darwm for50years. .. L
" progressive “development and build up of the freight
.- operations and. a d:wdend from APT as Aot ant;cspated >
" before 2006. - B S - :

~The aEt;mate eammgs capaczty of APT i expected o be
above the returns Macmahon-achieves from its contracting
. business. - With this in mind;, Macmahon will review its

'--_"._Frezght Link Pty Lid; the company that will run-the new

. Domestic freight between the Northern Terr:tory and.'-

" international import and export cargo. fm»m scuthem N
: . months

The expected one-way trip time is 43 haurs for the 5_:'-: L
3 000km jotrney between Adelaide and Darwin. The line s -~
3-____f.apabie of hami mg doubie sta::ked contamer trams up’ m

The new raibway will provide a viable altemnative for
companies involved in international trade to exploit
Darwin's proximity to the burgeoning markets to our north
and to connect to destinations further afar through hubs in

+  Contribution ﬂf_$1 1.0 miEEion of equity at Iune.zﬁ.{}& :

tﬂtai contnbmmn 1] $26 5 million.

Macmahon to approximately 53 0 miffion.
As the project is greenfields, the project plan aEEows for

options in relatioﬂ to zts APT mvestment Ouer the next 12 .

Double stacked container train
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& OPEN CUT
5 UNDERGROUND
D CWIL

& OHICE

dynlands
Stuart Qif Shale

THC {Farm Network
Roe Highway wellbrook 2

Location/Project Name State Commodity Description Client Original Start
Date on Site
CIviL
Theodore Road QLD Earthworks Consteuction of 7km of hau! road. Anglo coall 2003
Bitsu
Dampier Port Upgrade WA Earthworks Earthworks, drainage for the MHamersley Iron 2003
Accommaodation Village at Parker Point.
Happy Valley Dam SA Earthworks Remedial work on existing dam. SA Water 2003
& Drainage
Alice Springs to Darwin NT Basign & Construct  Earthworks, drainage, bridges and Asia Pacific 2001
Railway loint Venture tracklaying for 1420km of new railway Transport
TAC of Timber Bridges WA  Maintenance Term Asset Contract maintenance and MRWA 2000
upgrade of timber bridges throughout
the south west.
Roe Highway Joint Venture WA Road B Bridge Design and construction of dual MRWA 2003
Construction carriageway road and bridges.
Tonkin Highway loint Ventore WA Road & Bridge Design and construct of a 18km section MRWA 2003
Construction of the Tonkin Highway. Bridges will also
he constructed to carry the highway over
the Canning and Southern Rivers and the
Perth-Armadale railway line.
Term Asset Management WA Maintenance Asset Management and rehabilitation of  MRWA 2000
Goldfields road assets within the road reserve on

2.350km of highways and main roads
to agreed levels of service.
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State -

Original Start .
bate on Site -

Muswellbrook .
Coal Company

Xstrala

996

Anglo coalfMitsui

. Southern Pacific - -
Petroleum

Bulk ore haulage. Hamersley tron

Surface mining & crushing.  Birla Nifty

Mining, crusher feed and . .. WMC Fertilisers
‘taitings dam construction,

Labour supply. WMC Resources

... Production & development Sons of Gwalia -

services,

‘Dechine extension, level &
vertical development.

Copper. . Ground support &
rehabilitation.

M - Gold - ”""'Developmem &
e rehabilfation.

" Cannington - Cablebglting.




‘M,&CMAHON HoiDiNGgSs LIMEITED

David Humann
Non Executive Chalrman appointed July 2000

My Humann's experience includes 40 years service with Price Waterhouse {now Price Waterhouse Coopers) indlud-
ing ten years as Chairman and Senior Partner of the Hong Kong firm. He was concurrently Managing Partner of
PWC Asia Pacific Region and a member of the world board and management committee of the firm based in
London and New York.

Currently, Mr Humann serves as a director of ERG Ltd, Ticor 1td and West Coast Mining Utd and is the Chairman of
Mincor Resources NL and Matrix Metals Hd.

MNick Bowen smwvm, saco
Chief Executive Officer & Managing Director appointed February 2000
+ Bachelor of Engineering {Mining) Honours Class 1, NSW

My Bowen has 271 years experience in the contracting industey. His experience covers open cut, underground and
civil engineering in both Australia and overseas.

Currently Mr Bowen serves as a director of Asia Pacific Transport Pty Ltd.

Colin Mcintyre
Non Executive Director appointed December 1998

A mining engineer and consultant with 30 years® experience in the industry, Mr Mclntyre has experience in senior
management positions with Macmahon and WMC. He has been actively involved in the Kambalda nickel and gold
projects and was co-founder of Macmahon's underground mining diviston and became a director of Macmahon in
December 1998. He is Chatrman of Tectonic Resources NL and a director of Perilya Ltd. Mr Mclntyre has announced
his intention to resign as a director of Macmahon at the 2003 Annual General Meeting.

Richard (Dick) Carter
Non Executive Director appointed October 2001

A company director and business adviser with spedial interests in the minerals industry, comporate governance,
strategy formulation and occupational health and safety. He is Chairman of Ticor td, a director of ERA Lid,
Chairman and a principal of the leading occupational health and safety consultancy Zeal Consulting and Chair of
the Prahran Mission-Uniting-Care. His executive career spanned thirty seven years with the BHP Group from which
he retired in 1997 as BHF Minerals Executive General Manager and Chief Executive Officer.

Barry Cusack
Non Executive Director appointed june 2002

Wr Cusack is currently Chairman of Oxiana Limited and a director of Smorgon Steel Group Ltd, immediate past
President of the Minerals Coundl of Australia and a member of the Board of the Global Foundation.

He was formerly a director of Energy Resources of Australia Utd and has announced his resignation as Chairman of
Bougainville Copper Limited effective from October 2003.

W Cusack is an Honorary Life Member of the Chamber of Minerals and Energy of Western Australia Inc. Mr Cusack
joined CRA {now Rio Tinto -Australiaj in 1966 and retired from the position of Managing Director of Rio Tinto
Australia in December 2001.
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The Directors of Macmahon Holdings Limited submit herewith the annual financial report of the company for the financial year ended
30 lune 2003. In order to comply with the provisions of the Corporations Act 2001, the directors report as folfows:

The names and particatars of the directors of the company during or since the end of the finandal year are:

Name Particulars

£ | Humann {(Non Executive Chairman) Birector since 4 July 2000

N R Bowen {Chief Executive Officer) Birector since 3 February 2000
C A Mclntyre {(Non Executive Director) Diractor since 9 December 1998
R | Carter {Non Executive Director) Diractor since 8 October 2007

B L Cusack {Non Executive Director) Director since 25 June 2002

Details of Directors’ qualifications, experience and special responsibilities are set out on page 26 of the annual report.
Principal Activities

The principal activity of the consolidated entity {constituting Macmahon Heldings Limited and the entities it controlled from time to time
during the year} consisted of dvil construction works, contract mining, crushing, labour hire and plant hire. There were no significant changes
in the nature of this activity of the consolidated entity during the year.

Review Of Operations

A raview of the operations during the finandal year of the consolidated entity and of the results of those operations is contained on pages 8
to 25 of the annuat report and forms part of this report.

Changes In State Of Affairs

Buring the finandal year there was no significant change in the state of affairs of the consolidated entity other than that referred to in the
financial statements or notes thereto,

Suhseguent Events

There has not been any matter or circumstance, other than that referred to in the finandal statements or notes thereto, that has arisen since
the end of the finandal year, that has significantly affected, or may significantly affect, the operations of the consolidated entity, the results
of those operations, or the state of affairs of the consolidated entity in future financial years.

Future Developments

Disclosures of information regarding likely developments in the operations of the consolidated entity in future finandal years are indluded in
the Operations review.

Environmenial Reguiations

Macmahon's environmental management system is third party certified to the international standard ISO14001. The system is also subject to
both external and internal audit. In addition Macmahon is a signatory to the Minerals Councll of Australia Code for Environmental
Wanagement 2000. An annual public environmental report is produced as a requirement of this code, which contains further information
regarding the environmental impact of Macmahon's activities and is environmental performance. No environmentat breaches by Macmahon
have been notified by any Government agency during the year ended 30 June 2003. A copy of the full report is available on the Macmahon
webhsite from October 2003 at www.macmahon.com.ay
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Dlrectors’ Report

Dividends

No dividends have heen paid since 30 june 2002 and no dividend is proposed to be paid in respect of the 2003 financial year.
Infermation on Directors

Set out below is each Director's refevant interest in shares or related body corporate as at the date of this report.

Director Shares/Option in the Company

Diractor Fully Paid Executive Option Scheme
Ordinary Shares Options over Ordinary Shares

[} Humann - 2,000,000

N R Bowen 2,271,109 " 4,776,860

C A Mdntyre 2,000,000 » -

R } Carter 200,000 -

B L Cusack - -

* Includes 300,000 tndiract interast in Shares
* |ndirect Interest in Options
# [ndirect Interest in Shares

Share Option

Shareholders approved the Executive Option Plan at the 2000 Annual General meeting, a summary of the main aspects of the options issued
in November 2000 under the Plan are as follows:

1. Options issued over unissued Macmahon's ordinary shares:

+  Mr N Bowen {Chief Executive Officer) - omillion
s [ D Homann {(Non Executive Chairman) - Zmillion
+  Group's Executives - 3. 7million in total

2. Grant Price — 15 cents which was 25% greater than the then Macmahon's share price.
3. Based on independent analysis using the Black-Scholes option pricing the deemed value of the above options issued was $491,400.
&, Escrow Period - April 2002

5. Performance Hurdle:
+  50% of options if Macmahon share price is above 22.5 cents {50% improvement]
+  50% of options if Macmahon share price is above 30 cents (100% improvement}

6. Expiry date - 30th October 2005

Options granted to Directors and Executives
There have been no options granted to Directors or Executives during or since the end of the financial year

Unissued shares under Option

At the date of this report the following options over unissued shares exist:

s Mr N Bowen {Chief Executive Officer) - 4,776,860
« W D Humann {Non Executive Chairman) - 2,600,000
«  Group's Executives - 2,600,000
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Dlrectors’ Heport

Exercised Options
1,323,140 options were exercised in accordance with the provisions of the Executive Options scheme resulting in the issue of 1,323,140

shares at an issue price of 15 cents per ordinary share during the financial year.
Further details of the executive and employee share option plan are disclosed in note 36 to the financial statements,

Indemnification Of Officers

During the financiat year, Macmahon Holdings Limited paid an insurance premium to insure certain officers of the company and related
bodies corporate. The contract of insurance prohibits the discdlosure of the terms of the insurance policy.

The officars of the company covered by the insurance policy indlude all the Directors listed above and company secretaries, R L Blair and
E B H Lee. Other officers covered by the contract are Directors or company secretaries of controlled entities who are not also Directors or
company secretaries of Macmahon Holdings Limited, and managers of each of the divisions of the consolidated entity.

The liability insured includes costs and expenses that may be incurred in defending dvil or criminat proceedings that may be brought against
the officers in their capacity as officers of the company or a related body corporate to the extent permitted by the Corporations Act 2001.

Directors” Meetings

The foliowing table sets out the number of meetings of the company’s Directors {including meetings of commitiees of Directors) held
during the year ended 30 June 2003, and the number of meetings attended by each Birector. During the financial year, 16 board meetings and
3 audit committee meetings were held,

MEETINGS OF HRECTORS MEETINGS OF AUDIY COMMITTEE
Attended Held Attended Held
B | Humann &) 16 16 3 3
N R Bowen 14 16 3{g 3{d
C A Mclntyre (b} 14 16 3 3
R | Carter {a} 14 16 2 {d) 3
B | Cusack {b) 16 16 3 3

(a) Chalrman of audit committea

th) Members of audit committea

{c) Mr NR Bowen and Mr RL Blair {Chief Financial Gfficer} are not members of the Audit Committee but attend by invitation
{d) Mr R I Carter was appointed Chairman of the audit committee on 22 September 2002

Directors’ and Executives’ Remuneration

Executives' remuneration and other terms of employment are reviewed annually by the Board having regard to performance and industry
averages, supported by independent expert advice as appropriate. Remuneration packages are set at levels that are intended to attract and
retain executives of suitable experience and gualifications.

Remuneration of Non-Executive Directors is determined by the Board within the maximum amount approved by the shareholders from time
to time. The Board assesses its performance no less than once per year as detailed in the corporate governance statement at the back of this
report.

Details of remuneration provided to Directors and the five most highly remunerated Executives are as follows:
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Dlrectors’ Report

Directors
Name Base Salary Bonus Fees Superannuation Other (a) TOTAL
5 5 $ $ ] ]
M R Bowen 624,000 158,000 - 26,000 3.415 803.415
D } Humann - - 120,000 10,800 - 130,800
C A Mdntyre - - 50,000 4,500 - 54,500
R | Carter - - 50,000 4,500 - 54,500
B L Cusack - - 50,000 4,500 - 54,500
fa} Fringe benefits and applicable fringe benefit tax
Executives
Name Base Salary Bonus Superannuation Other (a} TOTAL
5 5 $ $ 5
¥ Rooney 272,648 53,600 35,288 10,925 371.861
R Blair 262,260 45,000 23,603 4,175 335,038
D O'Reilly 262,334 20,600 23,610 21,725 333,669
K Brown 178,424 85,916 38,4427 20,435 323.217
C Manley 187,946 - 24,287 - 212,233

fa} Fringe benefits and applicable fringe benefits tax
Rounding Off Of Amounts

The company is a company of the kind referred to in ASIC Class Order 98/0100, dated 10 July 1998, and in accordance with that Class Order
amounts in the directors’ report and the finandial report are rounded off to the nearest thousand dollars.

Corporate Governance

tn recogrising the need for the highest standards of corporate behaviowr and accountability, the Directors of Macmahon Holdings Limited
support and have adhered to the corporate governance guidelines issued by the Australian Stock Exchange. Further details can be found in
the Corporate Governance Statement on pages 77 to 80 of the Annual Report.

Sigred in accordance with a resolution of the directors made pursuant to .298(2} of the Corporations Act 2001.
On behalf of the Directors

i
D} Humann
Chairman

e
o
P “,My“ﬁ"imww

NR Bowen
Director

Yelshpool 28 August 2003
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CONSOLIDATED PARENT ENTITY
NOTE 2003 002 2003 2002

/000 $'000 $000 $'000
Revenue from ordinary activities 416,091 441,026 78 16,731
Share of net profit of associates and joint ventures
accounted for using the equity method 15 10,231 6,598 - -

2 {a} 426,312 447,624 78 18,731
Materials and consumables used {155,163} {182,099} - -
Employee benefits expense - general {183,137} {167,089} - -
Subcontractor costs {24,604} {28,476} - -
Depreciation and amortisation expenses 2 g {22,058} {27,442} {6} 11}
Borrowing Costs expense 2 {8,115} {10,046} {4,735} {5,672}
Rentat expenses relating to operating leases {7,522} {9,444} - -
Written down value of assets sold {13,300} {5,394} {106} {1}
Other expenses from ordinary activities {3,507} {8,072} {480} {415}
Profit/{loss) on loans to controlled entities provided for,
forgiven or written off - - 13,587 {17,529}
Profit / {loss) from ordinary activities before
income tax {expense)f benefit 8,916 8,567 8,338 {12,897}
income tax (expenselbenefit relating to ordinary activities 5 {437} {2,489} - -
Net profit/{loss) 8,479 1,073 8,338 {12,897}
Net profit attributable to members of
Macmahon Heldings Lid 8,479 1,073 8,338 {12,897}
Adjustment to retained profits at 1 July 2002 as a result of the
adoption of AASB 1028 ‘Employee Benefits’ 30 {177} - - -
Total revenue, expense and valuation adjustments
attributable to members of Macmahon Holdings Ltd
recognised directly in equity {177} - - -
Total changes in equity other than those resulting from
transactions with owners as owners 8,302 1,073 8,338 {12,897}
Earnings Per Share — Basic {cents per share) 43 3.4 2.9
— Diluted {cents per share) 3.3 2.8

Notes to the financial statements are included on pages 35 to 72.
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CONSOLIDATED PARENT ENTITY
NOTE 2003 2002 2003 2602
5880 %000 £'000 $'000

Current assets
Cash assets 6 - 4,523 - 5,592
Receivaties 7 35,45% 50,561 - -
Inventories 8 10,255 11,678 - -
Cther financial assets g 1,327 2,661 - 305
Tax assets 10 806 1,072 - -
Cther assets 1t 680 585 587 503
Total current assets 48,625 70,5952 587 6,400
Nen current assels
Receivables 12 - - 186,340 168,138
Property, plant and equipment 13 100,557 125,373 23 135
intangible assets 14 7,08t 7,720 - -
Investments accounted for using the equity method 15 3,300 4,269 - -
Cther financial assets 16 11,011 - 33,025 33,025
Giher 17 75 - 79 -
Total non current assets 122,628 137,362 219,467 201,290
Total assets 170,653 208,354 220,054 207,690
Current liabilities
Payables 18 31,718 57,054 935 811
interest-bearing liahilities 19 35,856 40,275 25,824 15,000
Tax Liabilities 28 255 233 - -
Provisions 21 10,321 13,645 - -
Total current liabilities 78,150 111,207 26,759 15,811
Nen current liabilities
Payables 22 - - 115,011 119,395
interest-hearing liahilities 23 33,417 46,804 25,264 28,000
Provisions 24 1,108 805 - -
Total non current liabilities 34,525 47,709 140,275 147,395
Total Habilities 112,715 158,516 167,034 163,206
Net assets 57,938 49,438 53,020 44,484
Equity
Contributed equity 28 135,857 135,655 135,857 135,659
Reserves 29 {4,455) {4,455) 4729 479
Accumulated losses 30 {73,464} {81,766} {83,766} {91,604}
Total equity 57,938 49,438 53,020 44,484

Notes to the finandial statements are included on pages 35 to 72.
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CONSOLIDATED PARENT ENTITY
NOTE 2003 002 2003 2002
%008 4000 $'004 5600
FHELOWS HFLEWS INFLEWS IHFLOWS
{ouTFLows} {ouTFLOwS} {oUTFLOWS } {CUTELOWS)
Cash flows from operating activities
Receipts from customers 413,778 436,809 - 4
Payments to suppliers and employees {384,536} {387,130} {298} {109}
Receipts from joint venture entities 11,200 4,597 - -
30,447 54,276 {298} {105}
interast received 12k 132 20 -
interast paid {8,510} {9,918} {4,630} {5,543}
income tax paid {243} {1,114} - -
Net cash provided byffused in} operating activities 42 21,800 43,376 {4,908} {5,648}
Cash flows from investing activities
Payments for property, plant & equipment £10,504} {10,822} - -
Payment for investments 1,011 - - -
Loans to related parties - - {8,008} 40,035
Proceeds from sales of property & equipment 12,759 5,037 37 5
Net cash inflow provided byllused in} investing activities {8,756} {5,785} {8,971} 40,040
Cash flows from financing activities
Proceeds from borrowings 13,824 8,797 8,598 -
Repayment of borrowings {36,510} {44,770} {15,000} {22,000}
Other 198 - 198 -
Net cash provided byflused in} financing activities {22,488} {35,973} {6,204} {22,000}
Net increasef{decrease} in cash held {8,444} 1,618 {20,083} 12,392
Cash at beginning of the financial year 4,523 2,905 5.592 {6,800}
Cash {overdraft} at end of the financial year & {4,971} 4,523 {14,491} 5,592

Notes to the financial statements are included on pages 35 to 72
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Note 1 Summary of Significant Accounting Policies

Financial Reporting Framework

The financial report is a general-purpose finandial report, which has been prepared in accordance with the requirements of the Corporations
Act 2001, Accounting Standards and Urgent Issues Group Consensus Views, and complies with other requirements of the law.

The financial report has baen prepared on the basis of historical cost, and except where stated, does not take into account changing money
valtes or current valuations of non-current assets, Cost is based on the fair values of the consideration given in exchange for assets.

Going Concern

The consolidated entity and the parent entity have working capital deficiencies of $29.5 million and $26.2 million respectively,

The finandial statements have been prepared on a going concern basis, which the Directors consider to be appropriate. Based upon the
strength of current cash Rows from operations of $21million for 2003 (2002: 543.4 million), projected cash flows from operations and the
amount and term of the company’s financing facilities, the Directors believe the company and the consolidated entity can meet their
financial commitments as and when they fall due.

Significant Accounting Policies

Accounting policies are selected and applied in a manmer which ensures that the resulting financial information satishies the concepts of
relevance and reliability, thereby ensuring that the substance of the underlying transactions or other events is reported.

The accounting policies are consistent with those of the previous year unless otherwise specified.

The following significant accounting policies have been adopted in the preparation and presentation of the financial report:

{a} Principles of consolidation

The consolidated financial statements are prepared by combining the financial statements of all the entities that comprise the
consolidated entity, being the company (the parent entity) and its controlled entities as defined in Accounting Standard AASB 1024
‘Consolidated Accounts”. A list of controlled entities appears in note 38 to the finandal statements. Consistent accounting policies are
emptloyed in the preparation and presentation of the consolidated financial statements.

The consolidated financial statements include the information and results of each controlled entity from the date on which the
company obtains control and until such time as the company ceases to control such entity.

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

(b} Comparative amounts

Redassification of comparative amounts is permitted only where such redlassifications do not reguire an adjustment to be made to the
balance of retained sarnings or accumulated losses as at the end of the preceding reporting period.

The following redlassifications were made to the June 2002 comparative figures:

* Note 15 Share of net profits of associates and joint ventures has been grossed up by $753,000, being expenses incurred by
Macmahon in relation to the profit earned, in order to disclose the actual profit rather than a figure net of expenses.

+  Note 10 shows net income tax refund due as a separate figure rather than offsetting against income tax payable in Note 20
+  Note 18 includes GST payable as a current payable rather than a provision.
{c} Revenue recognition

Revenue is recognised to the extent that i is probable that the economic benefits will flow to the entity and the revenue can be reliably
measured. Macmahon has in place a policy of not recognising or carrying daims for revenue that are subject to a dispute with a dient.
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Notes to the Financial Statements

Note 1 Summary of Significant Accounting Policies continued

The following specific recognition criteria must also be met before revenue is recognised:

{

{2)

Civil Construction and Mining projects:
Contract revenue is recognised on the basis of work performed and when revenue is claimable under the Contract.
tnterest

interest revenue is recognised when control of a right to receive consideration for the provision of, or investment in, assets has been
attained.

Joint Ventures
f} Joint Venture Entities

loint Venture Entities involve the establishment of a corporation, partnership or other form of entity in which each venturer
has an interest. A contractual arrangement between the venturers establishes joint control over the economic activity of the
entity in order to derive joint or collective revenue or profit.

Interests in joint venture partnerships are accounted for using the equity method. Under this method, the share of the profits
or tosses of the partnership is recognised as revenue when there is a profit by the loint Venture. Details relating to the
partnerships are set out in note 15.

(d} Profit recognition

{e)

B

{2)

Mining Contracts
Profits are determined by comparing incured costs to date with the amount of revenue claimable for contract work performed.
Civit Contracts

The forecast project margin for the total project is progressively taken up based on the percentage cost of completion after
reaching a minimum of 15% complete.

Percentage of completion is measured by the proportion that costs incurred to date compared to the estimated total costs of the
contract. Cost includes alf costs directly related to specific contracts. Management reviews and reports to the board each individual
contract and where a loss is deemed to be unavoidable on completion, the projected loss is recognised immediately.

Depreciation of property, plant and equipment

Assets other than land are depreciated at rates based upon their expected usefut economic lives. Estimates of remaining useful lives are
made on a regular basis for all assets, with annual re-assessments for major items. The cost of plant and equipment manufactured
within the consolidated entity indludes the cost of materials, direct labour and supervision overheads.

Bepreciation on buildings, leasehold improvements and minor plant and equipment is calculated on a straight-line basis. Depreciation
o major plant and equipment is calculated on machinery hours worked over thelr estimated useful life. The expected useful lives are as

follows:

Buidings 40 years
Leasehold improvements period of the lease
Plant and eguipment — major 4-8 years

Plant and eguipment — minor 3-5 years
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Notes to the Financial Statements

Note 1 Summary of Significant Accounting Policies continued

{f}

{e},

{h}

@

Foreign currency fransactions

{1Y  Transactions

Al foreign currency transactions during the financial year are brought to account using the exchange rate in effect at the date of
the transaction. Foreign currency monetary items at reporting date are translated at the exchange rate existing at that date.

i, exchange differences which relate to assets under construction for future productive use are indluded in the cost of those
assets; and

ii. exchange differences on transactions entered into in order o hedge the purchase or sale of spedific goods and services are
deferred and included in the measurement of the purchase or sale.

{2} Foreign Controlled Entities

Finandial statements of integrated foreign operations are translated at reporting date using the temporal method and exchange
differences are taken to net profit or loss for the period.

Taxes

{1} Income tax

Tax-effect accounting principles are adopted whereby income tax expense is ralculated on pre-tax accounting profits after
adjustment for parmanent differences. The tax-effect of timing differences, which occur when items are included or allowed for
income tax purpases in a period different to that for accounting, is shown at current taxation rates in the deferred tax assets and
deferred tax liabilities, as applicable. if itis not 'virtually certain’ that the deferred tax asset, in respect of tax losses, will be realised,
the future income tax benefit of the losses is not brought to account as an asset. Future income tax benefits of timing differences
are not brought to account unless the realisation of the benefit is beyond reasonable doubt.

{2} Goods and services tax
Revenues, expenses and assets are recognised net of the amount of goods and services tax {G5T), except:

i, where the amount of GST incurred is not recoverable from the taxation authority, it is recognised as part of the cost of
acguisition of an asset or as part of an item of expense;

or
ii. for receivables and payables which are recognised inclusive of GST.

The net amount of GST recoverable from, or payable to, the taxation authority i induded as part of receivables or payables.
Cash flows are included in the statement of cash flows on a gross basis. The GST component of cash flows arising from investing
and financing activities which is recoverable from, or payable to, the taxation authority is dassified as operating cash Hows,

Cash and cash equivalents.

Cash on hand and in banks and short term deposits are stated at nominal value.
For the purposes of the Statement of Cash Flows, cash includes cash on hand and in banks, net of outstanding bank overdrafts. Bank
overdrafts are carried at the principal amount. Interest is recognised as an expense as it accrues.

Receivables
Trade receivable and other receivables are recorded at amounts due less any allowance for doubtiul debts.
Inventories and construction work in progress

With the exception of civil construction work in progress, all inventories have been valued at the lower of cost or net realisable value,
Constraction work in progress only refates to civil engineering contracts and is stated at cost plus attributable profit to date less progress
bitling.
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Notes to the Financial Statements

Note 1 Summary of Significant Accounting Policies continued

{k)

(U

Acquisitions of assets

Assets are recorded at the cost of acguisition, being the purchase consideration determined as at the date of acquisition plus costs
incidental to the acguisition.

in the event that settlement of all or part of the cash consideration given in the acquisition of an asset is deferred, the fair value of the
purchase consideration is determined by discounting the amounts payable in the future to their present value as at the date of
acquisition.

Recoverable amount of non-current assets

Maijor plant and equipment is valued on a whole of life basis. The carrying value is reviewed annually to ensure that the value of assets
is recoverable at the end of their economic life. Expected net cash flows have not been discounted in determining the recoverable amount
of non-current assets.

{rm) Investments

{n)

{o)

{p)

interests in listed and unlisted securities, other than in controlled entities, are brought to account at cost and dividend income is
recognised as revenue when received.

The intarest in partnerships is accounted for using the equity method of accounting.

Investments in controlled entities are recorded at cost in the company financial statements. Investments in associates are accounted for
under the equity method in the consolidated finandial statements and the cost method in the company finandal statements.

Goodwill

Goodwill, representing the axcess of the cost of the acquisition over the fair value of the identifiable net assets acquired, is amortised
on a straight line basis over a period not exceeding 20 years,

Accounts payable

Trade payables and other accounts payable are recognised when the consolidated entity becomes cbliged to make future payments
resulting from the purchase of goods and services,

Leases

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

{t] Operating Leases

The lease payments of operating leases, where the lessor effectively retaing substantially all of the risks and benefits of ownership
of the leasad item, are recognised as an axpense in the periods in which they are incurred.

{2} Finance Leases

teased assets classified as finance leases are recognised as assets. The amount inttially brought to account is the present value of
minimum lease payments.

A finance lease is one which effectively transfers from the lessor to the lessee substantially all the risks and benefits incdidental to
ownership of the leased property.

Finance leased assets are amortised hased on hours used over the usefu] life of the asset.

Finance lease payments are allocated between interest expense and reduction of lease liability over the term of the lease. The
interest expense is determined by applying the interest rate implicit in the lease to the outstanding lease liability at the heginning
of each lease payment period.




Macataron Hoen I nGgs EIsITER AND CONYTROIIED ENTITIES

Notes to the Financial Statements

Note 1 Summary of Significant Accounting Policies continued

(g}

(r}

(s}

{t)

()

Employee henefits

Provision is made for benefits accruing to employees in respect of wages and salaries, annual leave, long service leave and sick leave
when it is probable that settlement will be reguired and they are capable of being measured refiably.

Provisions made in respect of wages and salaries, annual leave, sick leave and long service leave expected to be settled in 12 months,
are measured at their nominal values using the remuneration rate expected to apply at the time of settlement.

Provisions made in respect of long service leave which are not expected to be settled within 12 months are measured at the present
value of the estimated future cash outflows to be made by the consolidated entity in respect of services provided by employees up to
reporting date.

Contributions made to defined benefit funds are expensed when incurred. The difference between the accroed bensfits and net market
value of plan assets has not been recognised in the financial statements.

Where there is estimated to be a present obligation to make redundancy payments, a provision is made for such future payments.
Interest rates attaching to government bonds as reported by The Reserve Bank of Australia at the reporting date have been used to
discount future cash flows.

Provisions

Provisions are recognised when the consolidated entity has a present obligation, the future sacrifice of economic benefits is probable,
and the amount of the provision can be measured reliably.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, the receivable
is recognised as an asset i it is probable that recovery will be received and the amount of the receivable can be measured reliably.

The amount recognised as a provision is the best estimate of the consideration reguired to settle the present obligation at reporting date,
taking into account the risks and uncertainties surrounding the obligation. Where a provision is measured using the cashfiows
estimated to settle the present obligation, its carrying amount is the present value of those cashflows,

interest-bearing liahilities

Bills of exchange are recorded at an amount egual to the net proceeds received, with the premium or discount amortised over the
pariod until maturity. Interest expense is recognised on an effective yield basis.

Debentures, bank loans and other loans are recorded at an amount equal to the net proceeds received. Interest expense is recognised
on an accrual basis.

Ancillary costs incurred in connection with the arrangement of borrowings are deferred and amortised over the peried of the borrowing.

Off balance sheet derivative financial instruments

The consolidated entity uses interest rate caps to manage interest rate exposures. Where an interest swap converts a variable interest
rate to a fixed rate, interest rate differentials are charged / credited to net interest payable as the pnderlying interest arises. Intarest rate
swaps are not revalued to fair value or shown on the Statement of Financial Position at year end.

Provision for project closure

At the completion of some projects Macmahon may have a liability for redundancy and the cost of relocating mobile plant. An
assessment is undertaken on the probability that such expenses wilt be incurred in the normal business of contracting services and is
provided for in the finandial statements.
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Notes to the Financial Statements

Note 1 Summary of Significant Accounting Policies continued

(v} Changes in accounting policies

in accordance with Accounting Standard AASB 1028 'Employee Benefits’, on 1 luly 2002 the consolidated entity changed its policy for
recognising provisions for annual leave. Under the new policy the amount of the pravision is calculated using the remuneration rate
expected to apply at the time of settlement, rather than the remuneration rate that applies at reporting date. The statement of finandal
performance (Note 1) illustrates the information that would have been disclosed in prior finandal reporting periods had the new polity
always been applied. The effect of this change in accounting policy is to decrease opening retained profits in the consolidated entity by
$176.681.

Restated Statement of Financial Performance

CONSOLIBATED PARENT ENTITY
NOTE 2003 2002 2003 2002
£'000 $000 $'000 $'000
Revenue from ordinary activities 416,091 441,026 78 16,731
Share of net profit of associates and joint ventures accounted
for using the eguity method 15 10,231 6,598 - -
2 {a} 426,327 4471624 78 18,731
Materials and consumables used {155,163} {182,099} - -
Employee benefits expense {183,137 {167,266} - -
Subcontractor costs {24,604} {28,476} - -
Depreciation and amortisation expenses 2 g {22,058} {27,442} {6} 11}
Borrowing Costs expense P s! {8,115} {10,046} {4,735} {5,672}
Rentat expenses relating to operating leases {7,522} {9,444} - -
Written down value of assets sold {13,300} {5,394} {106} {1}
Other expenses from ordinary activities {3,507} {8,072} {480} {415}
Profit/{loss) on loans to controlled entities provided for,
forgiven or written off - - 13,587 {17,529}
Profit / {loss) from ordinary activities before income tax
{expense)f benefit 8,916 4,385 8,338 {12,897}
income tax (expenselbenefit relating to ordinary activities 5 {437 {7,489} - -
Net profit/{loss) 8,479 6,896 8,338 {12,897}
Net profit attributable to members of Macmahon
Holdings Ltd 8,479 6,896 8,338 {12,897}

Adjustment to retained profits at 1 July 2002 as a result of the

adoption of AASB 1028 ‘Employee Benefits’ 30 - - - -
Total revenue, expense and valuation adjustments

attributable to members of Macmahon Holdings Ltd

recognised directly in equity - - - -

Total changes in equity other than those resulting
from transactions with owners as owners 8,479 6,896 8,338 {12,897}




Macataron Hoen I nGgs EIsITER AND CONYTROIIED ENTITIES

Notes to the Financial Statements

CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
5000 £'060 £'000 $"000
Note 2 Profit/{Loss) from ordinary activities
Profit/{Loss} from ordinary activities before income tax
includes the following items of ravenue and expense:
fa} Operating Revenue
Sales revenue:-
Rendering services 396,387 432,016 - -
Net foreign exchange gain 48t 728 - -
loint Venture Entity profits 10,231 6,598 - -
Dividends received or receivable:-
inter-company - - - 59
Debt Forgiveness — inter-company - - - 10,662
Interest received or receivable:-
Other corporations 111 132 20 -
Rent - 48 - -
Other 6,353 3,673 2t 5
fhy Non-operating revenue
Proceeds on sale of assets:-
Non-Current:-
Property, plant and equipment 12,755 5,037 37 5
476,322 447,624 78 10,731
fc)  Expenses:
Depreciation and amortisation:
Depreciation of buildings 32 80 - -
Depreciation of plant & equipment 11,428 16,403 & 1
Amortisation of leasehold improvements 45 103 - -
Amortisation of capitalised leases 9,915 10,208 - -
Amortisation of goodwill 638 638 - -
22,058 27,442 6 1t
Borrowing costs:
interest paid or payable
- Other persons and/or corporations 6,043 7,383 4,630 5,543
Amortisation of borrowing expenses 145 128 105 129
Finance charges on capitalised leases 1,867 2,614 - -

8115 10,046 4,735 5.672
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Notes to the Financial Statements

CONSOLIBATED PARENT ENTITY
2003 2802 2002 2002
$ $ $ $
Note 3 Remuneration of auditors
Remuneration for audit of the finandal statements
Auditors of parent entity
- Parent entity 195,000 186,597 - -
- Controfled entities 30,891 34,947 - -
225,891 221,544 - -
Remuneration for other services by the parent entity auditors
- Parent entity 10,132 - - -
- Controlled entities {accounting services, taxation services — Indonesia
and Malaysia and security review — Indonesia) - 40,839 - -
10,132 40,839 - _
CONSOLIBATED PARENT ENTITY
2003 2002 2003 2002
£'000 $000 $'000 $'000
Note 4 Sales of Assets
Sales of assets in the ordinary course of business have given rise to
the following profits and losses
Net profits
Property, plant and equipment - - - 4
- - - 4
Net losses
Property, plant and equipment 541 357 59 -
541 357 69 -
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Notes to the Financial Statements

CONSOLIDATED PARENT ENTITY

2003 2002 2003 2002

5000 £'060 £'000 $"000
Mote 5 income tax
The prima facie tax payable on the pre tax accounting profitflloss) reconciles
to the income tax expense in the finandal statements as follows:
Profit/{loss) from Ordinary Activities 8,816 9,567 8,338 {12,897}
Income tax expense calculated at 30% (2002: 30%) 2,675 2,865 2,501 (3,869}
Permanent differences:
Non allowable expenses 58 54 43 -
Non Assessable Income - {426) - {18}
Accelerated Mining deductions - {286) - -
Benefit of tax losses of prior years recouped {5,242 {4,661) - -
Tax losses not recognised - - 1,531 1,871
Loans to controlled entities written off - - {4,076} 2,060
Foreign exchange difference on consolidation - 306 1 {8}
Effect of different tax rates on overseas income 674 357 - -
Underf{over) pravision in previous year 31t 432 - -
Provision for Beferred Income Tax no longer required - - - {36}
Net Future Income Tax Benefit written off 1,861 3,854 - -
ncome tax expense/{benefit) relating to ordinary activities 437 2,485 - -
The directors estimate that the potential future income tax
henefit at 30 June in respect of tax losses not brought to
account is- 18,160 23,402 5,233 3,702

Tax Consolidation System

Legislation to allow groups, comprising a parent entity and its Australian resident wholly owned entities, to elect to consolidate and be
treated as a single entity for income tax purposes was substantially enacted on 21 Octeber 2002. This legislation, which includes both
mandatory and elective elements, is applicable to the company.

At the date of this report the directors have not assessed the finandial effect, if any, the legislation may have on the company and the
consclidated entity and, accordingly, the directors have not made a dedsion whether or not to elect to be taxed as a single entity. The
financial effect of the implementation of the tax consolidation system on the consolidated entity has not been recognised in the finandal
statements.
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Notes to the Financial Statements

CONSOLIBATED PARENT ENTITY
2003 2002 2003 2002
£'000 $000 $'000 $'000
Note 5 Income tax continued
The taxation benefits of tax losses and timing differences not brought
to account will only be obtained it
i assessable income is derived of a nature and of amount sufficient
to enable the benefit from the deductions to be realised;
(i} the consolidated entity continues to comply with the conditions
for deductibility imposed by tax legisiation; and
{iti} no changes in tax legislation adversely affect the consolidated
entity in realising the benefit from the deductions for the losses.
Adjusted franking account balance {tax paid basis) (i} 1,059 1,059 - -
it Due to changes in Australian income tax legistation, from 1 July 2002
franking accounts are maintained on a “tax paid’ rather than an “after
tax distributable profits” basis. The comparative franking account
batance at 30 June 2002 has heen restated on the “tax paid basis’
st as to be comparable with the disclosure as at 30 June 2003.
The above amounts represent the halances of the franking accounts as at
the end of the finandal year, adjusted for:
{a} franking credits that will arise from the payment of income tax
payable as at the end of the year
{b) franking debits that will arise from the payment of dividends proposed
as at the end of the year, and
{0} franking credits that may he prevented from being distributed in the
subsequent years.
Note & Current assets — cash assets
Cash at bank and on hand - 4,523 - 5.592
- 4,523 - 5,592
The above figures are reconcited to cash at the end of the financial year
as shown in the statement of cash flows as follows:
Bank overdraft {Note 19} {4,971} - {14,491} -
Balances as above - 4,523 - 5.592

Balances per statement of cash flows {4,971} 4,523 {14,491} 5,592
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CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
000 £'000 £'000 $'000
MNote 7 Current assets - receivables
Trade receivables 36,097 51,527 - -
toss: alfowance for doubtiul debis {638) {866) - -
35,459 50,561 - -
Mote 8 Current assets - inventories
Raw materials and stores - at lower of cost or net realisable value 6,827 7.610 - -
Civil Construction contracts in progress
Gross cost phus profit recognised to date 140,064 66,824 - -
tess: progress billings received {136,632) {62,764} - -
3,432 4,060 - -
Aggregate carrying amount of inventories - current 10,255 11,670 - -

Recognised and included in the finandal statements as amounts due:

From customers under construction contracts

Current 1,726 4,577 - -
Mon current - - - -

1,726 4,577 - -
Mote 9 Current assets — other financial assets
Cther receivables 1,327 2,661 - 305
1,327 2,661 - 305
Mote 10 Current assets — tax assets
Tax refund receivable 800 1,072 - -
500 1,672 - -
Mote 11 Current assets — other assetls
Prepayments 141 104 48 102
Capitalised borrowing costs 535 401 539 401

686 505 587 503
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CONSOLIBATED PARENT ENTITY
2003 2002 2003 2002
£'000 $000 $'000 $'000
Note 12 Non current assets ~ receivables
toans to related bodies corporate - - 267,417 262,794
tess: provision for loss on loans - - {81,077} {84 664}
- - 186,340 168,130
Note 13 Non current assets - property, plant and eguipment
CONSOLIDATED
freehold Land Buildings Leasehold Plant and Eqguipment TOTAL
Improvements Equipment Under
Finance Lease
$'000 $'000 $'000 $'000 $'000 $'000
Gross Carrying Amount
Balance at 30 June 2002 183 348 946 165,319 115,669 282,465
Additions - - - 4,552 5,460 10,012
Disposals {106) - {808) (32,468} {10,566) {43,948)
Transter from leased to owned eguipment
and inter-company at cost - - 1 22,710 {22,774} {3}
Balance at 30 June 2003 77 348 139 160,173 87,789 248,526
Accumulated Depreciation/Amertisation
Balance at 30 June 2002 - 148 9% 103,395 52,753 157,092
Disposals - - {806} {22,502} {7,340} {30,648}
Dapreciation expense - 32 45 11,428 8915 21,420
Transter from leased to owned eguipment at cost - - - 12,808 {12,808} -
Other - - - 105 - 105
Balance at 30 June 2003 - 180 35 105,234 42,520 147,969
Net Book Value
As at 30 lune 2002 183 204 150 61,924 62,916 125,373
As at 30 June 2003 77 168 104 54,939 45,269 100,557

Freshold tand, buildings, leasehold improvements and plant and eguipment are covered by a registered charge as security for the banking
facilities and lease facilities.
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Note 13 Non current assets - property, plant and eguipment

PARENT ENTITY

Freehold Land Buildings Leasehold Plant and TOTAL
Improvements Egquipment
5000 5000 5000 $'000 $'000
Gross Carrying Amount
Balance at 30 June 2002 146 - - 146 252
Disposals {106} - - - {106}
Balance at 30 june 2003 - - - 146 146
Accumulated Depreciation/Amortisation
Balance at 30 June 2002 - - - 17 7
Disposals - - - - -
Depreciation - - - 6 6
Balance at 30 june 2003 - - - 123 123
Net Book Value
As at 30 June 2007 106 - - 29 135
As at 30 June 2003 - - - 23 23
CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
Mote 000 £'000 £'000 $'000

The aggregate amount of depreciation allocated, whether recognised
as an expense or as part of the carrying amounts of other assets during
the financial year was as follows:

Aggregate depreciation during the year

Buildings 32 50 - -
teasehold improvements 11,428 103 - -
Mant and eguipment 45 16,403 & 1
Equipment under finance lease 9,915 10,208 - -

A 21,420 26,804 6 it
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CONSOLIDATED PARENT ENTITY
2003 002 2003 2002
£'000 $000 $'000 $'000
Note 14 Non current assets - intangibles
Goodwill 12,772 12,772 - -
bess: accumutated amortisation {5,691} {5,052} - -
7.081 1,720 - -

Amortisation of goodwilt has been included in
depreciation and amortisation expenses per Note 2.

Note 15 investments accounted for using the equity method

The consolidated entity's interests in joint ventures are detailed below:

Principal Ownership Interest Consclidated
Type of Joint Venture Activity Carrying Amount
2003 2802 2003 2002
$'000 $'000
Joint Venture Entity

ADrail Joint Venture ¢ Railway
Construction 10% 10% 2,99 4,154
lervoise Bay Joint Venture ¢ Port Construction 50% 53% 160 {505}
Eastern Gas Pipeline Gas Pipeline Construction 30% 30% - 600
Adelaide Crafers Highway Highway Construction 50% 50% - -
tearmonth RAAF Base Development 50% 50% 20 20
Roe Highway ¢ Highway Construction 50% - 189 -
Tonkin Highway + Highway Construction 50% - - -
3,300 4,269

& Active

There are no equity interests in any of the above entities. All entities have a 30 June balance date,
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CONSOLIDATED

PARENT ENTITY

2003 2002 2003 2002
%000 £'000 £'000 $'000
Note 15 Investments accounted for using the equity
methed continued
Share of joint venture entity’s resulis and financial position:
Movement in fnvestment in Joint Venture Entities
Equity accounted amount of investment at the beginning of the financial year 4,265 2,263 - -
Share of net profit 10,231 6,598 - -
Cash distribution received {11,200 {4,5598) - -
Equity accounted amount of investment at the end of the financial year 3,300 4,269 - -
Share of Assets and Liabilities of Joint Venture Entities:
Current Assets
Cash 2,678 3,806 - -
Inventories - 83 - -
Receivables 9,869 4,409 - -
{Other 338 5,751 - -
MNon Current Assets
Property, plant & equipment 668 1,882 - -
Other 5 8 - -
Current Liabilities
Payables {5, 736) {8,619 - -
Other {1,622) - - -
Non Current Liabilities
Provisions - - - -
Net Assets 6,201 7,420 - -
Share of Net Profit of Joint Venture Entities:
Revenue from ordinary activities 69,066 39,285 - -
Expenses from ordinary activities {61,071} {30,337 - -
Nat Profit 7,895 8,948 -
The share of net profit per the joint venture entity accounts does not include
an adiustment for earmed value profit taken into account when distributing
profit to the joint venture entity participants throughout the year.
The profit taken up by Macmahon for joint ventures is on a % of completion
hasis,
Share of Retained Profits of Joint Venture Entities
At the beginning of the financial year 7,415 658 - -
At the end of the financial year 6,201 7,420 - -
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CONSOLIDATED PARENT ENTITY
2003 002 2003 2002
£'000 $000 $'000 $'000
Note 16 Non current assets — other financial assets
Shares and options - APT {i} 2,784 - - -
Interasts in joint ventures {i} 8,227 - - -
Shares in controlled antities
- at cost - - 33,025 33,025
11,011 - 33,025 33,025
it The consolidated entity is eaming a 7.5% investment in the Asia
Pacific Transport Joint Venture via shares, options and interests in
foint ventures, an entity involved in the construction and operation
of the Alice Springs to Darwin Railway.
Note 17 Non current assets - other
Capitalised borrowing costs 79 - 79 -
19 - 79 -
Note 18 Current liabilities - payables
Tratle payables 10,806 29,298 - -
Other creditors and accruals 20,912 27,756 935 81
31,718 57,054 935 &N
Note 19 Current liabilities — interest-bearing {iabilities
Secured
- Overdraft (Note 6} 4,971 - 14,491 -
- Hire purchase lahilities {Note 33} 1,558 2,666 - -
- Lease Habilities {Note 33} 12,998 13,548 - -
- Chattel mortgage 5,086 6,561 - -
- Term loan note 11,333 15,000 11,333 15,000
Unsecured
- Loan — ADrail - 2,500 - -
35,89 40,275 25,824 15,000

Both the banking facility and the leasing facilities are secured by a registered charge over all the assets and undertakings of the parent
entity and its controlled entities.




Macataron Hoen I nGgs EIsITER AND CONYTROIIED ENTITIES

Notes to the Financial Statements

CONSOLIDATED

PARENT ENTITY

2003 2002 2003 2002
5000 £'060 £'000 $"000
Note 20 Current Habilities - tax liabilities
Income tax attributable to:
Parent entity - - - -
Other 255 233 - -
255 233 - -
Note 21 Current Habilities - provisions
Employes benefits {Note 25} 8,994 8,745 - -
Project closure (Note 26} 1,327 4,900 - -
10,321 13,645 - -
Note 22 Mon current liabilities - payables
tnter company loans - - 115,011 119,395
- - 115,011 119,395
Note 23 Non current liabilities - interest-bearing liabilities
Secured
- Hire purchase liabilities {Note 33) 466 782 - -
- Lease habilities {Note 33) 7,224 14,260 - -
- Chattel mortgage 463 3,762 - -
- Term loan note 1,666 13,000 1,666 13,000
- Revolving working capital facility 15,008 15,000 15,008 15,000
- Fully drawn advance 8,598 - 8,598 -
33,47 46,804 25,264 28,000
Both the banking facility and the leasing facilities are secured by a
registered charge over all the assets and undertakings of the parent
entity and its controlled entities.
Note 24 Non current liabilities - provisions
Employes benefits {Note 25} 453 805 - -
Project dosure [Nota 26} 655 - - -
1,108 305 - -
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CONSOLIBATED PARENT ENTITY
2003 2002 2003 2002
£'000 $000 $'000 $'000
Note 2% Employee Benefits
The aggregate employee benefit liability recognised and indluded in the
financial statements is as follows:
Provision for employee henefits:
Current {Note 21} 8,994 8,745 - -
Non- current {Note 24} 453 945 -
Accrued wages and salaries {1} 1,791 690 - -
11,238 10,340 - -
Mumber of employees at the end of the financial year 1,184 1,865 - -
{1} Accrued wages and salaries are included in the other creditors and
accruals balance as disclosed in note 18 to the financial report and
refate to amounts paid in July 2003 for the final pay period in June 2003.
Note 26 Provisions — Project closure provision
CONSOLIBATED
Project Closure
$'000
Balance at 30 June 2002 4,900
Additional provisions recognised 1.335
Reductions arising from paymentsfother sacrifices of future economic benefits {4,253}
Balance at 30 June 2003 1,982
Current (Note 21) 1,327
Non-current {Note 24} 655
1,982

The provision for project cdosure represents the present value of the directors’ best estimate of the costs that will be reguired under the
consolidated entity's project dlosure obligations.
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CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
5000 £'060 £'000 $"000
Note 27 Capitalised Borrowing Costs
Borrowing costs capitalised during the finandal year
and amortised over the term of the loan 500 530 500 53¢
Weighted average capitalisation rate on funds borrowed generally 10.6% 10.2% 10.6% 10.2%
Note 28 Contributed eqguity
fa) Issued and Paid Up Capital
Ordinary Shares fully paid
246,405,547 (2002: 245,082 407} 135,857 135,658 135,857 135,659
135,857 135,658 135,857 135,659
Each fully paid share carries one vote per share and the right to dividends.
fh} Movements in Issued Share Capital during year
Fully Paid Ordinary Shares
2003 2003 2002 2002
Mo, 000 £'060 No. 000 $"000
Balance at heginning of finandal year 245,082 135,658 245,082 135,659
tssue of shares under executive share option plan {Note 36} 1324 198 - -
Balance at end of financial year 246,406 135,857 245,082 135,659

fcy  Share Options
2000 Executive Option Scheme
in accordance with the provision of the 2000 Executive Option Scheme, as at 30 lune 2003, executives and directors are entitled to
purchase 9,376,860 ordinary shares through the exercise of their options. The terms of the opticns are shown in note 36.

ANZ Gptions
Under the terms of the Finance Facility with ANZ Bank, ANZ have 20 million options with an exerdise price of 15 cents per ordinary share
and an expiry date of 31 August 2004.
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CONSOLIBATED PARENT ENTITY
2003 2002 2003 2002
£'000 $000 $'000 $'000
Note 29 Heserves
Foreign currency translation reserve
Balance at beginning of financial year {4,455} {4,455} 429 429
Transtation of foreign operations - - - -
Batance at end of finandial year {4,455} {4,455} 479 479
The foreign currency transiation reserve is used to record exchange
differences arising from the translation of the finandal statements of
foreign operations.
Note 30 Accurmudated losses
Opening accumulated losses {81,766} {88,839} {81,604} {78,707}
Adjustment to opening accomulated losses on initial adoption of
AASB 1028 ‘Employee Benefits” (Note 1{u}) {177} - - -
Net profiti{loss) after tax for the year 8,479 1,073 8,338 {12,897}
Closing accumulated losses {73,464} {81,766} {83,266} {81,604}
Note 31 Finance available
Total facilities available at balance date:
Overdraft Facility 104,000 14,000 10,000 10,000
Revolving Working Capital Loan 15,000 15,000 15,000 15,000
Term Loan 13,000 28,000 13.000 28,600
Fully Drawn Advance 8,598 - 8,598 -
teasing Facilities 60,884 67,910 57,351 64,576
107,482 120,910 103,949 111576
Used at balance date:
Overdraft Facility 4,971 2,420 4,971 2420
Revolving Working Capital Facility 15,000 15,000 15,000 15,000
Term loan 13,000 28,000 13.000 28,600
Fully Drawn Advance 8,598 - 8,598 -
teasing Facilities 34,476 50,795 30,893 47,461
75,945 96,215 72,412 92,881
Unused at balance date:
Overdraft Facility 5,079 1,580 5079 7,580
teasing Facility 26,458 17,115 26,458 11115
31,537 24,695 31,537 24,695

Both the banking facility and the leasing facilities are secured by a registered charge over all the assets and undertakings of the parent
entity and its controlled entities.

Macmahen has in place a banking facility with ANZ Bank Ltd totalling $68 million, {386 million at 30 June 2002} which is due for renewal in
July 2006. The facility covers working capital, amortising debt, Letters of Credit and Bank Guarantees,
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Note 32 Contingent liabilities

CONSOLIDATED
2003 2002
$'000 $'000
Bank Guarantees:
«  Australasia (backed by [AAA] rated Insurance Bonds) - 6,260
s« Australasia {Other) {1} 8,804 2,610
«  Malaysia (AUD eguivalent) - 440
8,804 9,310
tetters of Credit:
« Inrelation to equity and financial support of APT {2} 2,938 19,440
2,938 18,440
tnsurance Performance Bonds:
«  In Favour of Bank Guarantees - 6,260
s In Favour of Clients {3) 14,004 8,760
14,004 14,520

Consolidated Entity

{1} Bank guarantess are issued in the normal course of business to clients to guarantee the performance of Maomahon under contracts and
the period of each guarantee varies by contract agreement.

{2} In Aprl 2001 Macmahon, as part of #s participation in the Alice Springs to Darwin railway project, committed to invest equity 6f $15.38
mitlion in Asia Pacific Transport Corporation [APT). As part of the renegofiation of the APT senior bank funding in May 2003, $8.598
million of the Letter of Credit was converted to equity. The balance, $9.01 million of the letter of credit, will convert to equity during
2003/4 and is shown in Note 33 commitments for expenditure.

Macmahon provided Letters of Credit to the value of $2.94 million to cover ramp up and other support.
The ultimate shareholding in APT will represent approximately 7.5% Macmahon eguity participation in APT, the entity which will own
and operate the Alice Springs to Darwin railway for 50 years.

{3} Insurance bonds used in the normal course of contracting business.

Parent Entity
Unsecured guarantees by the parent entity in respect of leases and hire purchase commitments of controlled entities totalled $34.4
mitlion {2002 $50.8 million}. This amount is included in consolidated interest bearing liabilities.
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CONSOLIBATED PARENT ENTITY
2003 2002 2003 2002
£'000 $000 $'000 $'000
Note 33 Commitments for expenditure
{a} Finance Leases
The aggregate amount contracted for in respect of finance leases
for plant and equipment is capitalised in the statement of financial
pasition in accordance with the accounting policies set out in Note 1 (p).
Details of finance leases are as follows:
Total lease liability
- current {note 19) 12,998 13,548 - -
- non carrent (note 23} 7,224 14,260 - -
20,222 27,808 - -
Finance lease commitments
Bue within 1 year 14,131 15,213 - -
Bue within 1-5 years 7,605 15,108 - -
After 5 years - - - -
Minimum lease payments 21,736 30,32t - -
Less: future finance charges {1,514} {2,513} - -
20,222 27,808 - -
{b} Operating leases
{non-cancellable)
Bue within 1 year 5,495 1,672 - -
Bue within 1-5 years 1,853 6,175 - -
After 5 years - - - -
Minimum lease payments 6,548 13,847 - -
Plus: future finance charges 58 50
Aggregate lease expenditure contracted for at balance date but
not provided for 6,598 13,897 - -

For general terms of finance leases and operating leases refer Note 45.
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CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
5000 £'060 £'000 $"000
Note 33 Commitments for expenditure continued
fcd  Hire purchase commitments contracted for at balance date:
- current {note 19} 1,558 2,666 - -
- non crent {note 23} 466 782 - -
2,824 3,448 - -
Due within 1 year 1,660 2,840 - -
Due within 1-5 years 486 818 - -
After 5 years - - - -
Binimum lease payments 2,146 3,658 - -
tess future finance charges {122 {210 - -
2,024 3,448 - _
fdy Capital expenditure commitments:
Capital expenditure contracted for
at balance date but not provided for
Due within 1 year - - - -
fe} Additional Equity Contribution:
Asia Pacific Transport Corporation
Dlue within 1 year 15,543 - - -
Due within 1-5 years - - - -
After 5 years - - - -

15,543 - - -
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CONSOLIDATED

2803 2502
$ $

Note 34 Remuneration of directors

The directors of Macmahon Holdings Ltd during the year were:

¢ b Humann

+ N R Bowen

« A Mclntyre

* R Carter

¢ B Cusack

The aggregate of income paid or payable, or otherwise made available,
in respact of the finandal year, to all directors of the company, directly
or indiractly, by the company or by any related party.

PARENT ENTITY

2003
$

1,087,715

2002
$

879.879

The aggregate of income paid or payable, or otherwise made available,

in respact of the finandal year, to all directors of each entity in the

consolidated entity, directly or indirectly, by the entities in which they are

directors or by any related party. 1,764,120 1,615,829

The number of directors of the company whose
aggregate income paid or payable, or otherwise made
avaitable falls within each successive 310,000 band
of income {commencing at $0):
$ $
i - 9,959
10,000 - 19,999
30,000 - 39,999
40,000 - 49,999
50.000 - 59,999
120,000 - 129,999
136,000 - 139,999
750,000 - 759,999
800,000 - 809,999

No.

s s s _a
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CONSOLIDATED

PARENT ENTITY

2083 2002 2003 2002
% % $ $
Note 35 Remuneration of executives
Aggregate remuneration of executive officers of the company
{including executive directors) working maindy in Australia and
receiving $100,000 or more from the company or from any
related party. 1,138,453 1,066,956
Aggragate remuneration of executive officers of each entity in the
consolidated entity (incdluding executive directors) working mainly in
Australia and receiving $100,000 or more from the entity for which
they are executive officers or from any related party. 4,359,886 3,919,639
The number of executive officars {indluding executive directors) whose
remuneration falls within each successive $10,000 band of income
fcommencing at $140,000)
$ 3 o, He. Ho. He.
140,000 - 148,999 2 1 - -
150,000 - 155,999 1 1 - -
160,000 - 165,999 - 1 - -
170,000 - 175,999 2 - - -
180,000 - 185,999 2 4 - -
180,000 - 155,999 2 1 - -
200,000 - 285,999 1 1 - -
220,000 - 229,999 2 - - -
240,000 - 248,999 - 2 - -
260,000 - 268,999 - 1 - -
310,000 - 319,999 - 2 - -
320,000 - 329,999 1 1 - 1
330,000 - 338,999 2 - 1 -
370,000 - 378,999 1 - - -
750,000 - 755,999 - 1 - 1

800,000 - 809,999 1
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Note 36 Share Options

An Executive Oplion Scheme was approved by shareholders at the 2000 Annual General Meeting where 9,700,000 options over ordinary
shares were granted to Executives and 2,000,000 options over ordinary shares were granted to the non-executive chairman.

The main terms of the Options that were granted under the Scheme were as follows:

(@)
(b}

Each Option entitles the holder, upon exerdise, to be allotted one fully paid ordinary share in the capital of the Company.

The exercise price of the Options must not be less than the greater of fifteen {15} cents and 125% of the weighted average market sale
price of Shares guoted on ASX calculated over the seven {7) Business Days on which trades in Shares are recorded immediately
preceding the date of the invitation to participate in the Incentive Plan {"Grant Price™). In the case of the above options, the Grant Price
was 15 cents per share,

Options shall be exercisable within such period{s} or upon such event{s} as the Birectors specify, provided the maximum exercise period
is five (5} years and no Option may be exercised before the expiration of eighteen {18) months from its grant (subject to dlause {d}}. One
half of the number of Options granted to an Eligible Person {"first tranche”) may only be exercised if on the Business Day immediately
preceding the date of exercise of the first tranche the Share Price is at least 1.5 1 the Grant Price, and the balance of that Eligible Person’s
holding {"second tranche®} may only be exercised if on the Business Day immediately preceding the date of exercise of the second
tranche the Share Price is at least 2 x the Grant Price.

Options shall lapse upon the Holder ceasing to be an Eligible Person for any reason. i this occurs because of death, permanent
incapacity, retiremnent or at the end of a contract of service, a maximum peried of 180 days is allowed to exerdse those options that are
exercisable.

Options may be exercised by the Holder delivering to the Company hefore the Expiry Date a notice specifying the number of options to
be exarcised, an option certificate covering that number of Options and payment for the exercise price.

Options may only be transferred to an Associate (as defined in Section 139GE of the Income Tax Assessment Act, 1936} of a holder {unless
otherwise determined by the Directors of the Company). Otherwise Options wilt remain non-transferable until such time as they have
been exercised. Shares issued upon the exercise of Options shall rank equally in all respects with existing Shares. The Opticns will not
entitle the Holder to dividends until the Options are exercised. Each Option will only entitle the Holder to participate in new {other than
bonus issue or similar transaction) issues of Shares or other securities of the Company on the prior exercise of the Option in which case
the Holder shall be given written notice of the terms of issue to sharcholders at least ten {10} Business Days before the record date for
the issue, to exercise the Option. In the event of a bonus issue to the holders of Shares the number of Shares over which each Option is
exercisable shall be increased by the number of Shares which the Holder would have received if the Option had been exercised before
the record date for the bonus issue. The bonus shares must be paid up by the Company out of the profits or reserves {as the case may
be} in the same manner as was applied in the bonus issue and rank equally in all respects with other shares of that class on issue at the
date of issue of the bonus shares. Options will not be quoted on ASX. Application for listing will be made for Shares aflotted pursuant to
the exercise of Options. An application for Options shall be made by persons invited to participate in the Incentive Plan in such form and
upon such reasonable terms and conditions as are approved by the Directors from time to time. In the event of any reconstruction
{including consolidation, subdivision, reduction or return} of the issued capital of the Company, the terms of Options will be reconstructed
{as appropriate) in a manner which s consistent with the ASX Listing Rules.

The market price of the company’s ordinary shares at 30th June 2003 was 16 cents,
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Note 36 Share Options continued

There were 1,323,140 shares issued during the year as a result of the exercise of options issued under the 2000 Exacutive Option Scheme.

2803 2802

Ha. Ho.

Balance at beginning of the financial year 11,700,000 11,700,000
Granted during the financial year - -
Exercised during the financial year {1,323,140) -
Lapsed during the financial year {1,000,000) -
Balance at the end of the finandial year 9,376,860 11,700,000

The difference hetween the total market value of options issued during a financial year, at the date of issue, and the total amount received
from executives is not recognised in the financial statements except for the purposes of determining directors and executives’ remuneration
in respect of that financial year as disclosed in Notes 34 and 35 to the financial statements.

Note 37 Superannuation commitments
Macmahon Group Provident Fund
The Macmahon Group Provident Fund is now known as Macmahon Employees Superannuation Fund.

Perpetual Trustess is the Trustee of the Macmahon Employees Superannuation Fund and is responsible for all areas of compliance with regards
to the Fund. All members of the now dlosed Defined Benefit section have been invited to transfer their entitlement to the accumulation
section of the Fund. At 39 june 2003, over 50 % of the Defined Benefit members have taken advantage of this option. Macmahon Contractors
has entered into a Deed of Guarantee with each of these members o ensure that they are not disadvantaged by the transfer.

Members of the old Befined Benefit section of the Fund will continue to have their benefits assessed against the Defined Benefit section of
the Fund to ensure that at any time when a condition of release is satisfied 3 member is not disadvantaged {as outlined in the Deed of
Guarantes).

An actuarial assessment of the Defined Benefit section as at 30 June 2003 is being undertaker by D Butterly F1.AA. of Financial Solutions Pty
Ltd.

The accumulation section of the Fund has over 600 members at 30 June 2003 compared with 79 that were in the fund prior o the opening
of the accumulation section to all staff. Members can choose both death and total & permanent disablement cover within the fund.

The Australian Superannuation Group (WA) Pty Ltd is the Funds administrator, Lumley Life and Hanover Re underwrite the insured benefits of
the Fund.

All assets are invested with professional investment managers via Australian Retirement Managers who act as asset consultants to the Fund.
The Fund has equal representation of both employer and member representatives by way of the policy committee which meets regularly to
discuss any issues.

Based on an interim review by the fund’s actuary, Mr B Butterly, the Defined Benefit section of the Fund has adeguate net assets to
meet vested benefits as at 30 June 2003.

Actuarial assessment of the Defined Benefit Fund was last made in September 2001 a5 at 30 June 2000 by C Papanicolas, FLAA. of William
Mercer Pty Ltd.
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Note 37 Superannuation commitments continued

$'000
information from the last actuarial assessment:
Accrued benefits as at the date of the 1ast measurement (1/7/2000) 8,825
Met market value of fund assets as at 1/7/2000 8,031
Excess of net market value of fund assets over accrued benefits as at 1/7/2000 206
information from the last financial report:
Vestad benefits as at 1/7/2000 8,634
Met market value of fund assets as at 1/7/2000 8031
Excess of net market value of fund assets over vested benefits as at 1/7/2000 397

Net market value of fund assets and vested benefits were determined with reference to the most recent financial statements, being 30 June
2000,

The difference between the accrued benefits and net market value of plan assets has not been recognised in the financial statements,

NOTE 38 Investment in controlied entities

MName of Entity Country of %Holding
Incorporation 2003 2002

Parent Entity

WMacmahon Holdings Limited Australia

Directly Controfled by Maumahon Holdings Limited:-

OPERATING

Wacmahon Contractors Pty Lid Australia 100 100
Wacmahon Underground Py Ltd * 100 100
Alternative Employment Solutions Pty ttd * 100 100

NON OPERATING

AC.N. 005 397 679 Pty Ltd Australia - 106
Blair Nickel Mine Pty Ltd * - 100
Wacmahon Properties Pty Ltd * 100 100
Wacmahon Rail Holdings Pty Ltd * 100 100
Wacmahon {Southern} Py Ltd “ 100 100
Thomeo {No. 2020} Pty Ltd “ 100 100
Directly controlled by Macmahon Contractors Pty Ltd -

Wacmahon Contractors {(WA) Pty itd Australia 100 100
Macmahon Contractors (N7} Lid New Zealand 100 100

teo & Graen Ply Ltd Australia 100 100
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MOTE 38 lnvestment in controlied entities continued

Name of Entity Country of %Holding
Incorporation 2003 602

Directly Controlled by Macmahon {Southern) Pty Ltd:-

Macmahon Malaysia Pty Ltd Australia 100 100

PT Macindo Andalan Kontraktor Indonesia 100 100

Directly Controlied by Macmahon Rail Holdings Pty Lid:-

Macmahon Rail Investments Pty tid Australia 100 100

Macmahon Rail Operations Pty Ltd “ 100 100

Directly Controlled by Thomco (No. 2020} Pty Ltd:-

Thomeo {No. 2021} Pty Ltd Australia 100 100

Thomeo {No. 2022} Pty Ltd ¢ 100 100

Directly Controlled by Macmahon Malaysia Pty Led:-

Macmahon SDN BHD Malaysia 100 100

Directly Controlled by Macmahon SDN BHD:-

Macmahon Trading SDN BHD Malaysia 100 100

Macmahon Constructors SDN BHD ¢ 100 100

Extra Yield Marketing SDN BHD “ 100 100

Note 39 Investment in assodated companies

NAME PRINCIPAL OWNERSHIP CARRYING AMOUNT
ACTIMITY INTEREST of INVESTMENT

2043 2002 2003 2002

%o By By %

Bluff Harbour Py Ltd Sub-Division Developer 50 50 {a) fa)

Encounter Lakes Pty Ltd Sub-Division Developer 50 50 {a) fa)

PT Sarpindo Graha Sawit Tani 0if Palm Plantation 25 25 {a) fa)

fa) Eguity accounting for these investments has been suspended because the consolidated entity's share of losses since acquisition is greater
than its cost. Carrying amount of investment is zero.

The investment in Bluff Harbour Pty Ltd and Encounter Lakes Pty Ltd is held by Macmahon (Southern) Pty Ltd. The assodlated entities have a
30 June balance date.

There are no expenditure commitments, contingent liabilities or capital commitments for which the consofidated entity should take up a share.
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Note 40 Related Parties

The ultimate holding company is Macmahon Holdings Limited which is incorporated in Australia. Related parties of Macmahon Holdings
Himitad fall into the following categories:

Controfled entities
information refating to controlled entities is set out in Note 38,

Transactions between Macmahon Holdings Limited and its controlled entities consist of the payment and receipt of dividends, the transfer of
funds between the companies for the day to day finandng of operations, and the payment and receipt of interest on the working capital and
toans of controlled entities also at commaercial rates. Macmahon Holdings received no franked dividends during the year (2002: 358,796 from
Dangar Pty Ltd.)

Assotiated companies

information refating to associated companies 15 set out in Note 35,

Superannuation fund

information refating to the consolidated entity’s superannuation fund is set out in Note 37.

Directors

The names of persons who ware Directors of the parent entity during the financial year are as follows:

D | Humann
M R Bowen
R | Carter

B L Cusack
C A Mdclntyre

information refating to remuneration and superannuation is set out in notes 34, 35 and 37 respactively.

Aggregate numbers of shares and options held by directors and their director related entities as at 38 June:

2003 2002

o, e

Ordinary shares 4,471,109 3,247,969
Options 6,776,860 8,000,000

Note 41 Segment Information

BUSINESS SEGMENTS

For segment reporting purposes the consolidated entity is organised inte two major operating divisions, civil engineering and open cutf
underground mining. These divisions are the hasis on which the consolidated entity reports its primary segment information.

The principal services of these divisions are as follows:

Ciwil -

Provides a wide range of services to government, private infrastructure and mining companies, incduding bulk earthworks, roads, railways, drill
and blast as well as structural concrate,
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Note 41 Segment Information continued

Mining:

The mining segment incorporates both open cut and underground contracts which provide services to mining clients in Australia and New
Zealand, including mining project management, drill and blast, load and haul operations, cushing, screening and stacking. Underground
rmining and development, mine refurbishment, ground support, spedalised drilling and cable bolt installation. The division also provides labour

and plant hire.
GEOGRAPHICAL SEGMENTS

The consclidated entity operates in two geographical segments, principally in Australasia and guarrying operations in SE Asia.

SEGMENT INFORMATION ~ PRIMARY SEGMENT

BUSINESS SEGMENTS

CIvIL MINING {1} INTERSEGMENT CONSOLIDATED
ELIMEINATIONS

Revenue 2003 2002 2003 20062 2003 2002 2003 2002

£'000 %000 $'000 5000 $'000 £'060 $'000 $008
Total Operating Revenue 212,727 119,682 251838 351,618 - - 4ded 565 41,301
Share of joint venture entities
operating revenue {60,066} {39,285 - - - - {69,066} {39,785}
Cther revenues from customers
outside the consolidated entity 4,702 848 3,021 2,800 - - 7.723 3,748
Inter-segment revenues - - - - - - - -
Share of net profit of equity
accounted investments 10,231 6,598 - - - - 14,231 6,598
Total Segment Revenue 158,594 87,843 254,859 354518 - - 413,453 442362
Un-allocated revenue 12,869 5,262
Total consolidated revenue 476,322 447624
Results
Segment result 18,213 8,517 5,742 16,135 - - 23,955 25,652
Unallocated expenses {45,039} {16,090
Consolidated entity profitf{loss) from
ordinary activities before income
tax expense 8916 9,562
come tax expense {437 {7,489}
Consolidated entity profitf{loss) from
ordinary activities after income tax expense 8,479 7,073
Net profit/floss) 8479 7,073

{1} indludes SE Asia operations
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Note 41 Segment Information continued

SEGMENT INFORMATION ~ PRIMARY SEGRENT
BUSINESS SEGMENTS
CIVIE MINING (1) INTERSEGMENT CONSOLIBATED
ELIMINATIONS
2003 20062 20032 2002 2003 2002 20063 2002
$'000 000 £'a00 £'800 %'000 $'000 %060 $'000

Assets

Segment Assets 8.4 13,315 149,640 194,714 - - 158,131 208.029
Unallocated Assets 12,522 325
Total Assets 170,653 208,354
Liabilities

Segment liabilities 10,075 18,199 32,392 56,042 - - 42,467 74,241
Unallocated liabilities 70,248 84,675
Total Habilities 112,715 158,916

Other segment information
Carrying amount of eguity accounted

investments induded in segment assets 3,299 - - - - - 3,285 -
Acquisition of property, plant &

equipment, intangible and other assets - - 16,012 10,509 - - 10,012 18,509
Depreciation of plant & equipment - - 11,505 17,094 - - 11,505 17,094
Amortisation of leased plant - - 8,915 10,348 - - 9,915 10,348

{1} Includes SE Asia operations

SEGMENT INFORMATION ~ SECONDARY SEGRENT
GEOGRAPHIC SEGMENTS
AUSTRALASIA SOUTH EAST ASIA INTERSEGMENT CONSOLIBATED
ELIMINATIONS
2002 20062 2003 2002 2003 2002 20063 2002
$'000 000 £'a00 £'800 %'000 $'000 5060 $'000

Segment revenue from external customers 420,512 429,825 5.810 17,799 - - 426,322 447624
Segment assets 120430 154332 50,223 54,022 - - 170,653 208,354

Other segment information
Acqguisition of property, plant & equipment,
intangible and other non current assets 16,012 10,387 - 122 - - 10,012 10,509
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CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
000 £'000 £'000 $'000
Mote 42 Cash Flow Information
Reconciliation of net inflow from operating activities o
operating profit after income tax
Net profitiffoss) after tax 8,479 7.073 8,338 {12,897}
Depreciation and amortisation 22,058 27,442 & 1
increase {decrease} in allowance for doubtful debis {329 {1,829 - -
Net {profitifloss on sale of non current assets 541 357 68 {4}
Loans to controlled entities written off - - - 752
intercompany dividends received - - - {59}
Share of assodates { joint venture profits less dividends 965 {1,248; - -
Change in operating assets and liabilities, net of
effects from purchase of controlled entity
Decrease (increase) in trade receivables 16,058 {4,039 - -
Decrease {(increase) in inventories 783 87 - -
Decrease (increase) in other receivables 1,334 8,894 304 -
Dacrease (increase) in prepayments {254 {86) {270} {153}
increase {decrease} in current tax liability 154 - - -
increase {decrease) in trade payables {18,482} 4,384 - -
increase {decrease} in accruals {6,8443 {1,301 128 588
increase {decrease) in other provisions {2,657 3,547 {13,482 6,114
Net cash inflowf{outflow) from operating activities 21,800 43,376 {4,808) {5,648}
Note 43 Earnings per share
2003 2002
Cents Cents
Basic earnings per share 3.4 2.8
Diluted earnings per share 3.3 2.8
Basic Earnings per share
The earnings and weighted average number of ordinary shares used
in the calcufation of basic earnings per share are as follows:
2003 2002
£'800 $'000
Earnings (a) 8,479 7.073
2003 2002
Neo. Nao.

Yeighted average number of ordinary shares (b} 246,167,797 245,082,407
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Note 43 Earnings per share

{a} Earnings used in the calculation of basic sarnings per share equates to the net profit after tax for the year.

(b} The options are considered to be potential ordinary shares and are therefore excluded from the weighted average number of ordinary
shares used in the calculation of basic earnings per share. Where dilutive, potential ordinary shares are included in the calculation of
diluted earnings per share {refer helow}

Diluted Earnings per share
The eamings and weighted average number of ordinary and potential ordinary shares used in the calculation of diluted earnings per share
are as follows:

2003 2002

$'000 $'000

Earnings (2} 8,479 7,073
2003 2002

Bo. Mo,

Weighted average number of ordinary shares (b} 256,613,500 251,814,063

{a} Earnings used in the calculation of diluted earnings per share equates to the net profit after tax for the year.
b} Weighted average number of ordinary shares and potential ordinary shares used in the calculation of diluted earnings per share
reconciles to the weighted average number of ordinary shares used in the calculation of basic earnings per share as follows:

2003 2002

s {13

Weighted average number of ordinary shares used in the calculation of basic EPS 246,167,707 245,082,407
Shares deemed to be issued for no consideration in respect of

ANZ Options 6,856,521 4,210,526

Praference shares - -

Executive Option Scheme 3,485,272 2,521,130

Weighted average number of ordinary shares and potential ordinary shares used
in the calculation of diluted £PS 256,613,500 251,814,063
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Mote 44 Financial instruments

Terms and Conditions

Cash

interest is receivable on cash deposits monthly in arrears. As at 30 June 2003 the interest rate on these funds was 2.80% {2002 — 2.80%;)
Receivables

All trade receivables are recognised at the amount receivable under contracts. Collectability of trade receivables is reviewed on an ongoing
basis. Receivables, which are known to be uncollectable, are written off.

Income receivable on financing and investment activities is accrued i accordance with the terms and conditions of the underlying finandial
instrument.

Receivables terms are 30 days.
The consolidated entity has in place gredit insurance to mitigate any major bad debts,

Receivables denominated in foreign currencies

CONSOLIDATED PARENT ENTITY
2003 2002 2003 2002
%000 £'000 £'000 $'000
Amounts not effectively hedged
Receivables - current
- Malaysian ringgitt 318 2,247 - -
- New Zealand dollars 3,388 8,661 - -
- United States dollars a8 1,072 -

Terms and Conditions

Trade Payables and Accruals

These amounts represent labilities for goods and services incurred by the consolidated entity prior to the end of the financial year and
which are unpaid.

Payables denominated in foreign currencies
Amounts not effectively hedged
Payables - current

- Malaysian ringgit 406 2,087 - -
- New Zealand dollars 2,500 6,598 - -
- United States dollars 48 130 - -

Finance Lease Liabitity

The lease liahility is accourted for in accordance with Accounting Standard AASB 1008 "Leases’. As at reporting date, the ronsolidated
entity had finance leases with terms of up to 5 years. The average discount rates implicit in the leases is 7.50% (2002 — 7.60%). The
security over finance leases is disclosed in Note 19.

Dividends Payable

Dividends payable are recognised when declared by the company.
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Note 44 Financial instruments continued

Ordinary Shares

Ordinary shares are recognised at the fair value of the consideration received. Details of shares issued and the terms and conditions of options
outstanding over ordinary shares at balance date are set out in Note 28,

Off Balance Sheet Derivative Instruments
Derivative Financial Instruments

Wacmahon Holdings Limited is a party to derivative financial instruments in the normal course of business in order to hedge exposure to
fluctuations in interest.

{it Interest Rate Options
The majority of leases and other asset financing is based on fixed interest rates. To cover unfavourable movements in variable interest
rates the consolidated entity has entered into the following:

* Interest Rate Cap
$20 million capped to 6.25% expires on 17/12/03

Interest Rate Risk

The consolidated entity's exposure to interest rate risk, which is the risk that a finandal instrument’s value will fluctuate as a result of changes
in market interast rates and the effective weighted average interest rates on dasses of financial assets and financial liabilities, is as follows:

Average  Variable Nen-
interest interest Fixed interest maturing: interest
rate rate <tyr 15 yrs »5 yts bearing Total
2003 £'000 £'000 5000 $"000 5880 £'000
Financial assets
Cash and deposits 2.8% - - - - - -
Receivahles - - - - - 35,45% 35,459
Related party receivables - - - - - - -
Loans - - - - - - -
Other financial assets - - - - - 12,338 12,338

- - - 47,7187 47,797

Financial liabilities

Bank Overdraft 6.9% 4,921 - - - - 4,91
Trade and other ceditors - - - - - 31,718 31,718
Term Loan Note 115% - 11,333 1.667 - - 13,000
Revolving Working capital facility 76% 15,000 - - - - 15,000
Fully Drawn Advance 76% 8,598 - - - - 8,598
Hire purchase liabilities 53% - 1,558 466 - - 2,024
tease Liabilities 75% - 12,998 1,224 - - 24,222
Chattef Mortgage 9.2 % - 5.086 463 - - 5.549
Employee Entitements - - - - - 9,446 9. 446
Other Provisions - - - - - 1,982 1,982

28,519 30,975 9,820 - 43,146 112,460

Net financial assets/{liahilities) {28,519} (30,975} {9,820} - 4,651 {64,663}
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Mote 44 Financial instruments continued

Weighted average  Floating Non-
effective interest interest Fixed interest maturing: interest
rata rate <1yt 1-5 yrs =5 yrs bearing Yotat
2002 $000 5880 £'000 %000 £'000 $'000
Financial assets
Cash and deposits 2.8% 4523 - - - - 4,523
Receivabies - - - - - 58,561 50,561
Cther financial assets - - - - - 2,661 2,661
4523 - - - 53,222 57,745
Financial liabilities
Trade and cther creditors - - - - - 59,634 59,634
Term loan note 11.5% - 15,0800 13,000 - - 28,000
Loan - ADrail 4.7% 2,500 - - - - 2,500
Revolving working capital fadility 7.0% 15,000 - - - - 15,000
Hire purchase liabilities 5.3% - 2,666 782 - - 3,448
Lease liabilities 1.6% - 13,548 14,260 - - 27,808
Chattel Mortgage 8.2% - 6,561 3.762 - - 10,323
Employee entittements - - - - - 10,881 10,881
Pravision for mine rehabilitation - - - - - 109 108
Cther provisions - - - - - 980 980
17,500 37,775 31,804 - 71,604 158,683
Net financial assets {liabilities) {12,978 (37,775)  (31.804) - {18,382} {100,938
Credit Risk

The credit risk on financial assets of the consolidated entity which have been recognised on the statement of financdial position is generally
the carrying amount, net of any allowance for doubtful debts.

Credit risk for derivative finandial instraments arises from the potential failure by counter-parties to the contract to meet their obligations. As
included in the receivables note, the company has taken out some credit insurance against potential bad debts.

Net Fair Values

The carrying amount of finandal assets and finandial liabilities recorded in the financial statements approximate their net values, with
the exception of the Term Loan MNote which has an approximate net fair value of $13.3 million. The net fair values of financial assets and
financial liabilities are determined as follows:

The net fair values of investments have been valued by reference to market prices prevailing at balance date. For unlisted investments where
there is no organised financial market, the net fair value has been based on a reasonable estimation of the underlying net assets or discounted
cash flows of the investment.

The net fair value of other loans and amounts due is determined by discounting the cash flows, at market interest rates of similar borrowings,
to thetr present value

For other assets and other Habilities the net fair value approximates their carrying value,

No financial assets and financial liabilities are readily traded on organised markets in standardised form other than listed investments,
forward exchange contracts, and interest rate options.




Macwatior HoiDiwGS [ I8ETED anwD CONTROLLIED ENTFITIES

Notes to the Financial Statements

Mote 45 Leases

Finance Leases
Leasing Arrangements

Finance leases refate to plant and eguipment with lease terms of between 3 to 5 years. The consolidated entity has options to purchase the
equipment at the concusion of the lease arrangements.

Operating Leases
Leasing Arrangements

Operating leases relate to premises and plant and eguipment with lease terms of between 7 to 5 years. The economic entity does not have
an option to purchase the leased asset at the expiry of the lease period.

Note 46 Subseqguent Events

Since the end of the finandial year, the Directors are not aware of any matter or drcumstance not otherwise dealt with within the report or
consclidated financial report that has significantly or may significantly affect the operations of the consolidated entity, the results of those
operations or the state of affairs of the consolidated entity in subseguent financial years,
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The Directors declare that:

fa} the attached financial statements and notes thereto comply with Accounting Standards;

fh} the attached financial statements and notes thereto give a true and fair view of the finandial position and performance of the company
and the consolidated entity;

fcd  in the directors’ opinion, the attached financial statements and notes thereto are in accordance with the Corporations Act 2001; and

{d} in the directors” opinion, there are reasonable grounds to believe that the company will be able to pay its debts as and when they become
due and payable.

Signed in accordance with a resolution of the directors, made pursuant o $295(5) of the Corporations Act 2001,

N

] H
§

D} Humann
Chairman

W ’“ssm,.ﬂ'*“'f Mf wgwﬂimwm
P

NR Bowen
Chief Executive Officer

YWelshpool, Western Australia
28 August 2003
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INDEPENDENT AUDIT REPORT TO THE MEMBERS OF MACMAHON HOLDINGS LIMITED
Scope

The financial report and directors’ responsibitity

The financial report comprises the statement of financial position, statement of financial performance, statement of cashflows,
accompanying rotes to the financial statements, and the directors’ dedaration for both Macmahon Holdings Limited {the company} and the
consolidated entity, for the financial year ended 30 June 2003 as set out on pages 32 to 73. The consolidated entity comprises the company
and the entities it controlled at the year's end or from time to time during the finandial year.

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

Audit approach

We have conducted an independent audit of the finandial report in order to express an opinion on it to the members of the company. Our
audit has been conducted in accordance with Australian Auditing Standards to provide reasonable assurance whether the financial report is
free of material misstatement. The nature of an audit is influenced by factors such as the use of professional judgement, selective testing, the
inherent limitations of internal controls, and the availability of persuasive rather than condusive evidence. Therefore, an audit cannot
guarantee that all material misstatements have been detected.

We performed procedures to form an opinion whether, in all material respects, the financial report is presented fairly in accordance with the
Corporations Act 2001 and Accounting Standards and other mandatory professional reporting requirements in Australia so as to present a
view which is consistent with our understanding of the company's and the consolidated entity’s financial position, and performance as
represented Dy the results of their operations and their cash flows.
Our procedures included examination, on a test basis, of evidence supporting the amounts and other disclosures in the financial report, and
the evaluation of accounting policies and significant accounting estimates made by the directors.
While we considerad the effectiveness of management's internal controls over finandial reporting when determining the nature and extent of
our procedures, our audit was not designed to provide assurance on internal controks.
The audit opinion expressed in this report has been formed on the above basis.
Independence
in conducting our audit, we followed applicable independence reguirements of Australian professional ethical pronouncements and the
Corporations Act 2001.
Audit Opinion
in our opinion, the finandal report of Macmahon Heldings Limited is in accordance with:
{a} the Corporations Act 2001, including:

() giving a true and fair view of the company’s and consolidated entity's financial position as at 39 lune 2003 and of their

performance for the year ended on that date; and

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

{b} other mandatory pmfessi{mai reporting requirements in Australia.

J?E‘ja’ ’?quf':‘ f ;}(; ,,s,u
DELOITTE TOUCHE TOHMATSU

[ 155%
p@ﬁ §§
| KEITH JONES

H
% Partner

1 Chartered Accountants
" Perth, 28 August 2003
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The following details of shareholders of Macmahon Holdings Limited have been taken from the Share Register on 27 August 2003
fa} The twenty largest shareholders held 419 of the Qrdinary Shares.
fhy There were 5,438 ordinary shargholders as follows:

Size of Holdings Ordinary Shareholders
1 - 1.000 136
100t - 5.000 1,516
500t - 10,000 1,248
104,00t - 100,000 2,256
Ower 100,000 247

5,438

523 ordinary shareholders held less than a marketable parcel.

Twenty Largest Ordinary Shareholders Number %
PERMANENT TRUSTEE AUSTRALIA 48,850,163 19.84%
NATIONAL NOMINEES LIMITED 16,115,300 6.54%
NBT PTY LIMITED 3,635.510 1.48%
SANPOINT PTY 11D 3,200,600 1.30%
CHICORP NOMINEES PTY LIMITED 3,044,823 1.24%
GUINTAL PTY LID 2,700,001 1.10%
DRAYCOTT PTY LTD 2,138,018 0.87%
FORSYTH ALISTER JOHN 2,690,600 0.85%
FAMSDEN PTY LTD 2,600,000 0.81%
BOWEN NICHOLAS 1,871,109 0.80%
AGEMO HOLDINGS PTY LTD 1,782,861 0.72%
JANVIN PTY LTD 1,768,190 0.72%
SGHINVESTMENTS PTY LTD 1,750,000 0.71%
WESTPAC CUSTODIAN NOMINEE 1,688,753 0.65%
CUSTODIAL COMMONWEALTH 1,612,609 0.65%
INVESTMENT QUEENSLAND 1,600,600 0.65%
ELCOS PTY LB 1,450,600 0.55%
PENSWOOD PTY LTD 1,200,060 0.49%
MADAM TUSSAUDS WAXWORKS 1,130.018 0.46%
TAYLOR NICHOLAS BURTON 1,600,600 0.41%
MARTIN WILLIAM GORDON 1,000,000 0.41%

101,768,355 41.33%

Substantial Shareholders
As at 27 August 2003, the register of substantial shareholders disclosed the following information:

Holders Giving Notice Number of Ordinary Shares in which interest is held
Permanent Trustees Company Limited 48,890,163
National Nominees Limited 16,115,300
Voting Rights

The voting rights attaching to ordinary shares are set out below:
QOrdinary shares
On a show of hands every member prasent in person or by proxy shall have one vote and upon a poll each share shall have one vote,
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This statement outlines the main corporate governance practices that were in place or introduced during the finandial year,

Board of Directors and its Committees

The Board is responsible for the overall corporate governance policies and practices of Macmahon Holdings Hd and all subsidiary companies,
including strategic direction, approval of the annual and half-year finandial reports, establishing goals for management and monitoring the
achievement of these goals.

The Board of the Company consists of four Non-Executive Directors and the Chief Executive Officer.

tssues of nomination and remuneration of Birectors, business risk management and strategy are considered by the full Board. The Board has
also established a framework for the management of the consolidated entity incleding an overall process of internal control, appropriate
manitoring of compliance activities and ethical standards.

The Board has eight scheduled full meetings each year. Other meetings are held on short notice when particular issues arise, which require
discussions and decisions by the Board.

The Board members conduct two site visits each year to assist Directors” understanding of important operational issues.

Owing to the small number of Directors, the full board acts as the following committees:

-

Nomination:

it is the responsibility of the full Board to consider the appointment of a new Director. Any invitation to join the Board will be extended,
in writing, by the Chairman setting out the terms and conditions of the appointment.

Non executive Directors who are nominee appointments and wheo cease to have, of change the capadcity or relationship that they held
when they were elected to the Board will offer their resignation at the time such cessation or change is effective. This will provide an
opportunity for the Board to review the appropriateness of the person's continued board membership under the new drcumstances. There
are no nominee appointments to the Board as at the date of this report.

i is the Board's policy to determine the terms and conditions relating to the appointment and retirement of Non-executive Directors
on a case by case basis and in conformity with the reguirements of the ASX Listing Rules and the Corporations Act 2001,

The terms and conditions of the appointment of non-executive directors are set out in a formal letter of appointment which deals
with the following matters:

Duration of appointment {subject to the approvat of the shareholders);
Remdneration;

Expectation concerning preparation and attendance at board meetings;
Conflict resolution; and

The right to seek independent legal and professional advice {(subjact to the prior approval of the Chairman)

Remuneration:

As Chief Executive Officer, Mr Bowen absents himself from the meetings before any discussion by the Board in relation to his own
remuneration.

Remuneration of non-executive directors is determined by the Board with assistance of external advice and within the maximom
amount approved by the shareholders from time to time.

The aggregate amount payable to Non-executive Directors as a Director of Macmahon Holdings Umited must not exceed the
maximum annual amount approved by the Company's shareholders {currently $400,000 as determined at the 2002 Annual General
Meating)
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Corporate Governance Statement

The Board uses external advice on remuneration policies and packages applicable to executive and non-executive directors and
other senior executives.

Remuneration packages are set at levels that are intended to attract and retain executives of suitable experience and qualifications.

Executives” remuneration and other terms of employment are reviewed annually by the Board having regard to performance,
relevant comparative information and independent expert advice. As well as a base salary, remuneration packages include
superannuation, termination entitlements, performance-related bonuses and fringe benefits.

From time to time options over Company shares are issued to executive management in accordance with the Executive Option
Scheme approved by shareholders at the Year 2000 Annual General Meeting.

Defails of directors” and executives’ remuneration and the companys’ executive and employee share option plan are set out in notes
34 to 36 to the financial statements.

+  Business Risk Management:

The Board is responsible for the company’s system of internal controls and constantly monitors the operational and finandial aspects of
the company’s activities

The Business Plan is presented to the Board by the Chief Executive Officer each year.

The Board reviews and approves the parameters under which risks will be managed hefore adopting the Business Plan.
The Board monitors the risk management by

o Receiving monthly reports in respect of operations, finandial position of the Group and new contracts;

o Considering the recommendations and advice of external and internal auditors and other external advisers on the operational
and financial risks that face the company.

o Ensuring recommendations made by the external and internal auditors and other external advisers are investigated and , where
considered necessary, appropriate actions are taken to ensurs that the company has an appropriate internal controb
environment in place to manage the key risk identified;

o Attending presentations made to the Board by members of the management team on the nature of particular risks and details
of the measures which are either in place or can be adopted to manage or mitigate the risk; and

o Requesting operational and project audits be undertaken should the need arise.

Compaosition of the Board

The composition of the Board is determined using the following principles:

Until otherwise determined by the Company in general meeting the number of directors will be not less than 3 nor more than 10 and
Non-Executive Directors will always maintain the majority of Directors,

The Chairman of the Board is a non-executive Director.

e The Board is comprised of Directors with the required operational, finandial, industry, legal and specific skills, which enables the
ohjectives of the consolidated entity to be met, as set out on Page 26 of the Annual Report.

«  Non-executive Directors are subject to re-glection by rotation at least every three years.
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Board Audit Commities

The role of the Board Audit Committee is outlined below and has been approved by the full Board of Directors. All members of the Audit
Committes are non-executive Directors. Mr RJ Carter who is a non-executive Director s the Chairman of the Board audit committes,

The external and internal auditors, Chief Executive Officer and the Chief Finandal Officer are invited to Board Audit Meetings at the
discretion of the Board audit committee.

The role of the Board Audit Committee is as follows:

+  Toreview the efficency and effectiveness of the internal and external audit functions, including reviewing the respective audit plans,
+  To consider matters raised by the external auditors.

«  Toreview interim and annual finandial statements and reports,

+  Toreview the adequacy of the accounting and internal control systems.

+ To monitor compliance with Corporations Act 2001, Stock Exchange Listing Rules and any matters outstanding with the auditors,
Australian Taxation Office, Australian Securities Commission, Australian Stock Exchange and financial institutions.

+  Toreview ethical standards as each affects the consolidated entity.

+ Toseek truth and fairness in the preparation and publication of the accounts.

+  Toreview the performance of the external auditors,

+  Toreview the appointment of external auditors

The current auditors for the consolidated entity are Deloitte Touche Tohmatsu who were appointed in November 2000
Board Perfarmance

The Board keeps its performance under review no less than once a year. The intent of the review is to gauge the effectiveness of the Board
as a whole and not to necessarily focus on individual performance. However it is necessary for the Board, in open forum, to focus on the
appropriate skills and characteristics required of Board Members. This assessment should include issues of diversity, age, skills, background,
and other matters necessary to achieve the company's objectives and should be viewed in the context of the perceived needs of the Board
and the current makeup of the Board at that point in time,

The Board also reviews the allocation of the work of the company between the Board and Management.
Conflicts of interest

Board members are required to identify any conflict of interest they may have in dealing with the company's affairs and subsequently to
refrain from participating in any discussion or voting on these matters. Directors and senfor executives are required to disclose in writing, any
related party transactions.

Executives are contractually prohibited from involvement in any activities that might be in conflict with the company's activities or interests.
Any exception to this reguires written approval from the Chief Executive Officer

independent Professional Advice

Each Director has the right to seek independent professional advice at the company's expense. However, prior approval of the Chairman is
reguired, which will not be unreasonably withheld.

Access to Management

Board Members have complete access to senior management. Board Members use their judgment to ensure that this contact is not
distracting to the business operation of the consolidated entity.
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Corporate Governance Statement

Trading in Shares
Diractors and officers are prohibited from trading of a short-term nature in company shares.

Directors and officers are also prohibited from dealing in Company shares if they are in possession of share price sensitive information. Such
an embargo period would include, but not be limited to the period leading up to the profit announcement for june and Becember or prior to
announcements in relation to any material changes in the Company's financial performance or changes to major contracts.

Chief Executive

The performance of the Chief Fxecutive is evaluated annually. The evaluation is based on objective riteria indluding performance of the
husiness, accomplishment of long-term strategic objectives and development of management.

Code of Ethics

As part of the Board's commitment to the highest standard of conduct, the company adopts Company values to guide executives,
management and employeas in carrying out their duties and responsibilities,

The values are:

* {0 act fairly and honestly

« o be professional and act with integrity in our business dealings;

+ o promote a safe, positive and enjoyable work environment;

« o consider the impact of our decisions on our colleagues;

* {0 work harmoniously within the communities in which we operate.

All directors and employees are expected to comply with the Company Values where individuals are expected to act with the utmost
integrity and objectivity, striving at all imes to enhance the reputation and performance of the Company.
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2003 2002 2001 2000 1945

£'000 £'000 $'000 $'000 $'000
Statement of Financial Performance
Operating Revenue
Group {exduding loint Ventures) 416,091 441,017 408,517 434,282 487,369
Joint Venture Entities attributable revenue £9,066 39,285 21,241 61,401 51,906
Total Revenue 485,157 480,312 430,758 485 683 538,275
Met profit before depreciation, interest
and tax 39,089 46,971 24,267 {6,664} 36,196
Depreciation and amortisation {22,058) {27,442} {32,288} {41,299} {49,373}
Net profit {loss) before interest & income tax 17,031 19,479 {8,021} {47,963} {4177}
interast expense {8,1159) {8,917} {13,732} {14,455} {12,485}
Net profit {loss) from ordinary activities
hefare income tax {expenses) benefit 85816 9,567 {21,753} {62,418} {16,662}
income tax (expense} benefit {437 {2,489} {11,074} 16,564 171
Net profit oss) from ordinary activities
after income tax (expense} benefit 8,479 7,073 {32,827} {45 854} {16,491}
Statement of Financial Position
Met Fixed assets 100,557 125,373 146,748 207,352 241,796
Other assets 70,086 82,748 84,751 117,757 145,499
Total assets 170,653 208,121 236,999 325,901 387,295
Less: total liabilities 112,715 158,683 188,634 248909 266,241
MNet assets 57838 49,438 42,365 75,200 121,054
Capital expenditure {$million} 10.0 10.5 5.4 34.2 66.8
Cash Flow/Dividends $m sm Sm Sim &m
Cash fow from operations 218 43.4 27.7 8.3 16.1
Total Net Balance Sheet Debt £69.3 82.5 120.1 172.4 163.1
Dividends declared on ordinary shares {$m} - - - - 2.4
Work on Hand at 30 June 341.0 488.0 662.0 3885 722.3
Ratios and Statistics
Net tangible asset backing per share {cents) 20.6 17.0 15.6 429 70.8
Basic earnings per share {cents} 3.4 2.9 {15.1) {29.2} {13.3}
Earnings per share Diluted {cents) 33 2.8 13.4) 8.7 6.7}
Return On Capital 14.6% 14.3% {77.5%) {61.0%) {13.6%}
Return On Total Sales 1.7% 1.5% {8.6%) 10.5%} {3.4%)
E.BLT {$million} 17,031 19,479 8,024 147,963} 4177
E.BLT % of Total Sales 3.5% 4.0% - - -
Share price at year end 16.8 28.5 10.5 9.1 34.0
Ordinary shares on issue 246,405,547 245,082,407 245,082,407 157,082,407 157,092 407
Options over shares {non-tradeable) ($m) 94 1.7 1.7

For the years ended 30 June 1999 — 2000 the figures are based on published financial information and have not been restated in line with
current amended accounting standards.
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AUDITOR

Deloitte Touche Tohmatsy
Central Park Level 16
152-158 St Georges Terrace
Perth

WA 6000

BANKER

Australia and New Zealand Banking Group Limited
17 5t Georges Terrace

Parth

¥ifA 6000

SHARE REGISTRY

Security Transfer Registrars Pty Ltd
770 Canning Highway

Applecross

WA B153

Telephone: {08) 9315 0933
Facsimile:  {08) 93152233

PRINCIPAL REGISTERED OFFICE

44 Kurnall Road

Welshpool

WA 6106

Telephone: {08) 9365 1111
Facsimile:  {08) 8365 1199

DIRECTORS

David Humann — Non Executive Chairman

Nick Bowen — Chief Executive Office/Managing Director
Dick Carter — Mon Executive Director

Barry Cusack — Non Executive Director

Colin Mcintyre — Non Executive Director

COMPANY SECRETARIES

Flizabeth Lee
Rick Blair

MACMAHON OFFICES
AUSTRALIA

Perth - Head Office

44 Kurnall Road

Welshpool

WA B106

Telephone: +67 {08) 9365 1111
Facsimile: 467 {08) 9365 1199
Email: info@macmahon.com.au
Website:  wwwi.macmahon.com.au

Brishane

18 Finchley Strest

Mitton

Queensland 4064

Telephone: +81 {07) 3369 2625
Facsimile: 461 {07) 3368 3788

INTERNATIONAL

MEW ZEALARD

Junction Road

Waihi

New Zealand

Telephone: +64 7 863 7810
Facsimile: +64 7 863 8446

REALAYSIA

Macmahon Sdn Bhd

Mo 60 1 lalan 1/76D

Desa Pandan

55200 Kuala Lumpur
Malaysia

Telephone: +60 3 9282 6129
Facsimile:  +60 3 9282 3691







