SUPPLY NETWORK LIMITED

ABN 12 603 [35 680

2003 NOTICE OF ANNUAL GENERAL MEETING

Nofice is hereby given that the Anrwual General Meeting of Supply Network Linnted will be held at 3.00 pm
on Thursday 20 November 2003 at 151 Fairfield Road Guildford.

ORDINARY BUSINESS

Financial Reporis

Consideration of the Financial Report, Directors® Report and Auditor’s Report for the year ended 30
June 2003,

Re-election of Director

Consideration and, if thought appropriate, approval of the re-election of Mr H.R. Forsyth as a Director,
who retires by rofation in accordance with the Company’s Constitution, and being eligible for re-election
has offered himself for re-election.

Biographical information on Mr H.R. Forsyth is set out in the explanatory notes to this nofice.

Dated 2nd October 2063
By order of the Directors

PW Gill
Company Secrefary

PROXIES

Please note the following:

I

A shareholder entitled to vote i entitled fo appoint a proxy to attend and vote instead of the shareholder. A suitable proxy form
accompanies this Notice of Annual General Meeting,

The person appointed a proxy peed not be a shareholder of the Company.

Where the sharcholder is entitled to cast two or more votes, the sharcholder may appoint two proxies and may specify the
proporiion or number of votes cach proxy 18 appointed to exercise.

To be effective, the instrument appointing a proxy (and the power of attorney or other authority, if any, under which it is signed
or a certified copy of the power or authority} must be deposited at the Company’s registered office (151 Fairfield Road,
Guildford, NSW, 2161% or received by fax at ((32) 9892 2399 not tess than 48 hours prior to the meeting,



SUPPLY NETWORK LIMITED

ABN 12 603 [35 680

EXPLANATORY NOTES TO NOTICE OF ANNUAL GENERAL MEETING
ORDINARY BUSINESS
{tem 1:  Financial Reports

The business of the meeting will include receipt and consideration of the Financial Report of the Company and
the reports of the Directors and Auditors for the year ended 30 June 2003,

Item 2:  Re-celection of Director

Mr H.R. Forsyth retires by rofation in accordance with the Company’s Constitution and, being eligible for re-
election, offers imself for re-election.

Mr Forsyth currently Chairman of the Board founded the origins of Supply Network Limited in 1975 after
holding senior executive positions in the commercial vehicle manufacturing industry in Australia. Appointed the
maugural Executive Chairman when the company was listed in 1987 he held this position until September 1993
becoming Non-Executive Chairman. A member of the Audit and Remuneration Comunittee he had been
Chairman of those Committees uniil March 1998, He brings to the Board more than 40 years of industry
experience and as a substantial shareholder has a vested inferest in the performance and development of the
Company.

The Board unanimeusly recommends that shareholders vote in favour of Mr Forsyth’s re-election.
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PROXY FORM

To be effective this form must be completed and lodged at the registered office of the company by 3.00pm on
Tuesday 18 November 2003,

Appointment of proxy

€ O O O O O U O VR S PSP
being a member of Supply Network Eimited hereby appoint:

Chairman

Mark the above box with an “X “if you are appointing the Chairman of the meeting
OR
Write below the name of the person{s} you are appointing if this person is someone other than the Chairman

or failing the nared person, or B no person is named above, the Chairman of the Meeting, as nofour proxy to act generally st the Annual General Meeting
of Supply Network Limited to be keld on 20 November 2003 on myfour behall and to vote In accordance with the following dirvections {or, i no directions
have heen given, as the proxy sees fR) af that Meeting and ary adjournment of that Meeling.

Voting directions to your proxy — please tick the box below to indicate your directions

Your proxy may decide how to vote on any motion, except where specifically directed below

FOR AGAINST ABSTAIN *
2. To re-elect Mr H. R. Forsyth as a Director 0 0 0

*1r vorl mark the abstain box you are directing your proxy nof o vote on that item

PLEASE SIGN HERE

This section must be signed in accordance with the mstructions overleaf to enable your directions o be implemented

Sole Director and Director Director/Company Secretary
Sole Company Secretary

Date /o

Contact Name Contact Daytime Telephone
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How to complete Proxy Form

Appoiniment of Proxy

A member entitled to attend and vote s entitled to appoint a proxy to attend and vote instead of the member. A proxy need notbe a
member. Any instrument of proxy deposited or received at the registered office of the Company in which the name of the appointee is not
filled in shall be deemed 10 be given in the favour of the Chairman of the meeting to which it refates.

Votes on Items of Business

Should vou wish to direct your proxy how to vote, please indicate, by inserting a tick, in the appropriate box against cach nem, otherwise
your proxy may vote as he or she thinks fit or may abstain from voting. If vou tick more than one box per item your vote on that item will
be invalid.

Appointment of a Second Proxy

Where the member & entitled to cast 2 or more votes, the member may appoint 7 proxtes. An additional proxy form may be obtained by
telephoning the Company Secretary on (2} 9892 J88, or you may copy this form.

Where more than one proxy is appointed cach proxy form must specify the number or percentage of shares in respect of which each proxy
is appointed 1o vote. I you do not specify the number or percemage of voling rights on each form each proxy will be entitled to exercise
half of the votes of the member {any fractions of votes will be disregardad).

Signing Instructions

You must sign this form as follows in the spaces provided:

Joint Holding : where the holding s in more than one name, all the holders must sign.

Power of Attorney: I signed by an attorney, or under another authority, for this proxy to be effective the power of attorney or other
authority, if any, under which # is signed or a certified copy of the power or authority must be deposited at the
registered office of Supply Network Limited.

Companies: The proxy form must be signed in accordance with Constitution of the company appointing the proxy and in
accordance with Corporations Act 2001, Please indicate the office held by signing in the appropriate box

If 2 representative of the corporation is to attend the meeting the appropriate “Certificate of Appointment of Representative” should be
produced prior to admission
Lodgement of Proxy

This Proxy Form (and any Power of Atorney under which it is signed) must be lodged at the registered office of Supply Network Limtted,
I51 Fairfield Road, Guildford, New South Wales 2161, or be received by fax at {023 Y892 2399 by 3.00 pm on Tuesday 18 November
2003, Any Proxy Forms received after that ime will not be valid for the scheduled meeting









Supply Network Limited Annual Roeport

(‘é‘i}f@y Multispares Holdings Limited)
ARM 12 003 138 ¢

Corporate Information

Chairman’s Report

Managing Director's Report
Directors' Report

Corporate Governance Statement
Statement of Financial Performance
Statement of Financial Position
Statement of Cash Fiows

Notes to the Financial Statements
Directors’ Declaration
Independent Audit Report

ASX Additional Information

Consolidated Financial Summary

2003

5-8
9-10
i1

12

i3
14-31
32

33
34-35
36



&

H R Forsyth {Chairman)

G D H Stewart iManaging Director)
H & O Anderson

G T Lingard

P W Gill

151 Fairfield Road
Guildford NSwW 2161

Telephone (02 9892 3888

Facsimite 02 9892 2399

E-mail adminsupplynetwork.com.au
Interm

WL stpphiynetwork.com.au

Ernst & Young

nhers
ANZ Banking Group Uimited

i

Barter Perry
Vpro Network Lawyers

Compudershare Investor Services Pty Limited
Level 3, 60 Carrington Street

Sydney NSW 2000

Enguiries (within Austrafia) 1300 855 080
Enguiries (outside Australia) 61 3 9611 5711
Facsimile 61 2 8234 5050

b Exchorge Listing

Supply Network Limited {(ASX code SNL) shares
are gquoted on the Australian Stock Exchange

Supply N




Suoply

| am pleased to report an excellent result for our first vear under the Supply Network Limited banner. Revenue grew by 12%
0 $30,444,000 while after tax profit was $917,000 an increase of 59% on the prior year resull.

THis resull exceeded the forecast indicated in last year's report of 3.3 cents per share and the revised projection at our AGM
in 2002. These changing forecasts have been ransmitted 1o the market as soon as they became known in keeping with

our continuous disclosure obligations.

It is appropriate that | should acknowledge this year's result before tax as the highest recorded in the last decade and is
testament 1o the efforts of all employees under the guidance of Geolf Stewart and his executive team.

Mulispares Limited, the major Australian subsidiary continued to perform strongly with all branches improving revenue
and profit returns on last year. Our new Australian operation, Globac Limited, made minimal contribution but is
expected 1o progressively galn momentum in the coming months having secured Office and Warehouse space with
effect from 1 July 2003,

The aperations of Multispares NZ Umited made a significant contribution 1o the result with revenue and profit growth well
ahead of target. 11 is however unlikely that this level of growth can be sustained in the current year as we consolidate our
position in that market.

With the opening of the Newcastle Branch our planned expansion is complete and we have taken the opportunily of expirng

leases in Wellington (NZ) and Perth (WA) 1o relocate 1o modern and better situated premises.

We are pleased to welcome a number of new substantial shareholders 1o our register following the Share Purchase Plan
suecess and other on market dealing. Increased interest in our securities has had a positive impact on the share price and
recent trading offers a more realistic reflection of the value of the business and #'s polential.

Your Board's objective 1o take Supply Network Limited to a more prominent position in the industry continues and whilst a
number of potential acquisitions have been considered during the past year there have been no positive outcomes. As a
resuft of positive cash flow from operations and an equity raising in the first half year our gearing has fallen below 25%,
which leaves us in a strong position to invest in new opportunities.

It was pleasing to be in a position to retain a final dividend of 1 cent per share fully franked after the reintroduction of an
interim dividend earlier in the year. The total dividend for the year of 1.75 cents per share represents a 40 per cent payout
ratio. The Board is mindful of the high level of Fanking credits available for distibution and seeks to balance the benefits
of a higher payoul ralio with those of a strong balance sheet.

Our Annual Board review considered the need to appoint an additional non executive Director and concluded that Tor the

present, the skills mix and experience was adequate, but this will remain under review should major expansion be planned.

An excellent result for the year requires considerable commitment and dedication from everyone irnvolved and 1 would like
to take this opportunity 1o thank all our staff, the management team and my fellow directors for thelr continued support and

hard work.
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in the first year operating under our new name, Supply Network Limited {SNL) we have made solid progress on stated goals.
Specificatly, consolidated revenue increased 12%, earnings per share increased by 50% to 4.5 cents per share and returmn
on equity increased to 12.8%, which is well ahead of the 12% target we set last year for financial year 2003-2004.

While these results are good, the most pleasing aspect of the year has been the successiul incubation of Glabac Limdted.
The launch of this independent wholesale operation is the first investment by SNL outside of s traditional Multispares
companies. For many this will clarfy our strategic goal to “grow through start-up or acguisition of relaled speciakist
businesses”.

fons

Resdlew of
Multlspares Australia

Revenue in Australia increased by 10% when compared with the previous full vear and internal KPYs indicate slow but
condinuing gains in market share. The new oullet in Berestield (Newcastlie) commenced trading on August 1, 2002 and
reveriie from the region has grown steadily since that dale.

There are no immediate plans for additional outlets in Australia and with some investment planned on the facilities in
Guildford (Sydney) in the current year we will complete a strategy of upgrading the exposure, capacity and amenily of the
Australian branch nstwork.

Multlspares New Zealand

NZ$ revenue grew by 23% excluding one-off sales, assisted by a strong first full year resulf from Chestechurch, NZ$ revenus
from established operations (Auckland and Wellington} increased by 16%.

iy April 2003 our Wellington sales outlet and New Zealand administration team relocated to substantially better premises.
This has raised our profile in the tocal market, provided additional warehouse space o offset capacity problems in our main
distribution warehouse in Auckland and improved the amenities for staff. Early results under a new Wellington manager are
ahead of expectations.

As in Australia there are no immediate plans for additional outlets or branch relocations.  Growth expectations in New
Zealand remain higher in the short term as the local operstion completes a transition to direct imports from all major
overseas suppliers. This is reducing fs dependency on Multispares Australia and strengthening RS competitive position.

Globac

Globat has been operating for around nine months and significant progress has been made on the development of 1S supply
chain, product range and business plan. Office and warehouse facilities have been established, commencement stock is
i place and Glabac is in the process of launching #ts wholesale brake product operation.

Forwar

The priorties within Multispares are refinements to product lines, raising of markel awareness and improvements o
customer sendce.  With these priotities the existing branch nelwork can deliver our earnings growth target of 11% in the
current year. I particular significant improvement in the retumn on assets of Mullispares Australia is possible.

For Globac we have forecast & break-even result in the current year and a positive contribution in the financial year
2004-2005.

Additional capital may be required for specific new investments as they arise.

We have developed a team culture in all business units and there is no doubt this is having a positive impact on our
results. | congratulate all staff for thelr contributions over the financial year 2002-2003 and | am looking forward 1o
working with them again.




The Directors of Supply Nebwork Limited submit their report for the financial year ended 30 June 2003.

¥ WE

The names of the company's directors during the financial year and until the date of this report are as follows. Directors
were in office for this entire period unless otherwise stated.

H R Forsyth (Chairman)

G D H Stewart IManaging Director;
H M O Anderson

G T Lingard

“eivscinal

The principal activity of the consolidated entity during the financial year was the provision of after market parts to the
commercial vehicle industry.

Lo

The net profit of the consolidated entity after providing for income tax for the financial year was $917,000 (2002:
$577,000;.

Basic and dituted earnings per share for the financial year are 4.47 cems per share (2002: 2.98 cents).

BHG

Dividends paid or declared for payment are as follows

Fimal dividend for 2002 of 1.0 cent per share paid 16 September 2002 195,000
Irerimn dividend of 0.75 cents per share paid 28 March 2003 161,000
Finat dividend for 2003 of 1.0 cemt per share declared 29 August 2003 and

payable 10 October 2003 215,000

wiew of

The consolidated entity experienced an improvement in both sales and profits in this financlal year.

Total consclidated sales revenue increased by 15% from last financial year. This was a result of 10% growth in sales by the
Australian operation and 23% growth in New Zealand (measured in NZ$ terms which excludes the impact of exchange rate
Auctuations).

The consolidated entity net profit of $917,000 represents an increase of 59% on last year.

Further information is detailed in the Managing Director's and Chairman's repons.

Hoeant Chan in the

The cortributed equity of the company increased from $4,837,000 to $5,282,000. The increased capital was raised
primarily by the issue of shares to existing shareholders by means of a share purchase plan.

At the annual general meeting held in November 2002 the company resolved 1o change RS name 1o Supply Neltwork
Limited.

i Limitod Annual Report 20038



No matter or circumstance has arisen since the end of the financial vear which is not otherwise dealt with in this report
or the consolidated financial statements that has significantly affected or may significantly affect the operations of the
consolidated entity, the result of those operations or the stale of affairs of the consolidaled entity in subsequent
financial vears.

kely Developme ected Resul

The directors expect the consolidated entity’s fulure operating results will continue to imprave with sales growth expected
1o continue. Further expansion of product model coverage is an ongoing consideration.

The directors have excluded from this report any further information on the likely developments in the operations of the
consolidated entity and the expected results of those operations in futire financial years, as the directors believe that i
would be likely 1o result in unreasonable prejudice to one or more entities in the consolidated entity.

@ Uptions
Unissued shares

As at the date of this report, there were 625,000 unissued ordinary shares under options. Refer to Note 18 of the financial
statements for further detalls of the options outstanding.

Option holders do not have any right, by virtue of the option, to participate in any share issue of the company or any related
hody corporate.

Shares issued as a result of the exercise of options

During the financiat vear, G.D.H. Stewart a director, exercised the option to acguire 125,000 fully paid ordinary shares in
Supply Network Limited at an exercise price of 13 cents,

ritormation on
Harry Robert Forsyth - Chairman

Chairman of the Board since 1986, Chief Executive until September 1983, member of the Audit and Remuneration
Commitiees, and Chairman of those Committees until March 1998, Praviously held senior executive positions with the
British Levland Group in Australia.

s

Geoffrey David Huston Stewart - Managing Director

Appainted Chief Executive Officer in November 1999 and Managing Director in November 2000. He is a Chartered
Professional Engineer and has an MBA from Macquarie University. He also has over 12 years executive management
axpernence in the Road Transport industey.

Hegh Munro Outram Anderson

Norn-executive Director since 1994, Chairman of the Audit Commitiee and a member of the Remuneration Commitiee.
Currently a Director of unfisted property companies and private companies in the agricultural industry.  Private Funds
Manager. NSW Councitbor of Australian Institute of Company Directors. Over 25 years experence as a Public Company
Director.

Garry Thomas Lingtard

Nor-executive Director since 1996, Chalrman of the Remuneration Committee and a member of the Audit Commitiee. He
has significant experience in managing and deaveloping a diverse range of companies.




The number of meelings of the Board of Directors and of Board Committees held during the year wers:

Board or Committees Number of Meetings
Fuit Board 13
Audit 2
Remuneration 2

The attendance of directors at meetings of the board and commitiees were:

Full Board Audit Committee  Remuneration Commiitee
H R Forsyih 13 2 2
H M O Anderson 12 2 2
G T Lingard 12 2 2
G D H Stewart 13 - -

As at the date of this report the company had an Audit Commitiee of the Board of Directors which met twice during the
year, and a Remuneration Committee which met twice during the year.

¥

At the date of this report the relevant interest of each director in the shares and options of the company are:

fa) H R Forsyth is deemed 1o have a relevant inferest in shares held by Herglor Enterprises Pty Lid, a substantal
shareholder (6,087,314 shares).

th) H M O Anderson is deemed to have a relevant interest in shares held by Birubi Super Fund (514,000 shares).
i) G T Lingard is deemed to have a relevant interest in shares held by GT Lingard Holdings Pty Lid (207,842 shares).

{d) G D H Stewart holds 139,000 ordinary shares of the company and options 1o acquire & further 275,000 ordinary
shares and 15 deemed to have a refevant interest in shares held by D G Stewart (214,000 shares).

The Remuneration Committee is respongible for making recommendations to the Board on remuneration policies and
packages applicable to the Board members and senior executives of the consolidated entity. Remuneration is determined
as part of an annual review which includes performance evaluation, regard to comparative remuneration and independert
remuneration advice. The broad remuneration policy is 1o enswre the remuneration package properly reflects the person's
duties and respongibifities and that remuneration is competitive in attracting, retaining and motivating people.

Senjor executives may receive incentives based on the achisvement of specific goals related to the performance of the
consolidated entity.  Non-executive directors do not recelve any performance related remuneration.

Details of remuneration provided to Directors and the most highly remunerated executive officers are as follows:

Salary Dlrectors’ Bonus Super- Other Total
Fees annuation
$ $ $ $ $ $
Directors
H R Forsyih - 26,880 - 24,000 - 50,880
H M O Anderson - - - 32,700 - 32,700
G T Lingard - 30,000 - 2,700 - 32,700
G D H Stewart 162,296 - 37,553 21,866 141,808 233,523
Officers
P w Gl 116,792 - 18,776 306,004 14,242 175,814
B A McKenna 120,512 - 18,776 16,548 11,526 167,362
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tndermnd

e

Dunng or since the financial year the company paid an insurance premium that indemnifies officers of the company and
any other related body corporate against a Hability incurred as such an officer, 1o the extent permitted by the Corporations
Law. The company has not otherwise indemnified or made a relevant agreement 10 indemnify an officer of the company
or any related body corporate against a liability incurred as such an officer.

The amounis contained in this report and in the financial report have been rounded to the nearest $1,000 (where rounding
i5 applicable) under the option avallable to the company under ASIC Class Order §8/0100. The company IS an entity to
which the Class Order applies.

in recognition of the need for high standards of corporate behaviour and accountability the directors support and adhere to
the principles of corporate governance. The company’s corporate governance statement is contained in the following section
of this annual report.

Signed in accordance with a resolution of directors.

S ”ﬁg

H R Forgyth

Director

Sydney
29 August 2003




Suoply

Supply Network Limited {(SNL) Board members, as representatives and senvants of the shareholders, are committed 1o
setting a cuftural framewori within the organisation that engenders responsible citizenship amongst all employees, with an
attitude of “doing the rght thing” by all stake holders.

The Board secks a comporate governance framework that achieves the objectives of the business and discharges all
responsibiiiies. it intends to direct the business so that | is managed in a manner consistent with the interests and
expectations of shareholders, business partners, and the wider community.

The Board has a program of visiting all divisions of the Company over a period of time, and seeks to understand the special
needs of the business at each location. B encourages management o be sensitive to employee needs.

[t works closely with the Managing Director {o ensure sufficient authority is given 1o him to manage the business whilst
maintaining a pradent level of checks and batances.
Board

Currently the Board composition includes three Non Executive Directors and one Exscutive Director (the Managing Director).
The Board is mindfl of the necessity 1o have a succession policy in place and I8 also mindful of the need, over time, o
change the composition of the Board. It accepts that under certain definitions, not all the Non Executives are independent,
however it does not believe this handicaps the governance of SNL, with each director bringing special skills to the table.

Conflicts of Interest are handled in the appropriale fashion with the director concerned where necessary abstaining from
discussion and voting. If necessary, the director will also leave the room.

Meegtings are generally scheduled monthly, with exira meetings held as needed. The Chairman is responsible for preparing
the Agenda, and each director is free 1o seek to have any relevant Rems added.

Board Committeas

There are two permanent Committees of the Board: Audit and Remuneration. The Board's policy IS to establish special
purpose committees on an as needs basis (for example an Acguisitions, Relocation or Nominations Committee).

Membership of the two permanent commitiees is restricted to Non Executive directors only, although the Managing Director
attends parts of meelings on occasions. The Chalr of each Commitles, who is not the SNL Chainman, I8 authorised to call
mestings as necessary.

Declslon Making Process

The Board vigorously debates management recommendations and sends papers back for consideration at a later meeting
should it be of the view that the information is insufficient to make an informed decision.  Equally B seeks to guestion
members of the execulive team on recommendations when the need arises.

Strategy

The Board ensures it has an inpul fo strategy formulation and questions management at special mestings to discuss
stralegy. With the need to refine and revise future planning constantly, the Board encourages management to put forward
any rnew ideas when necessary, and not to walt for a strategy meesting.

Remuneration

The Remuneration Commities has responsibility for monitoring salary levels. 1t reviews and recommends policies for basic
and incentive Dased remuneration and seeks outside advice where necessary.

The Board has a policy of rewarding all employees (NZ and Australia) in a market competitive and fair manner. To assist
this policy, the Company subscribes to remuneration surveys.

I keeping with cormtemporary practice, senior executives are offered salary packaging.

Senior management members are rewarded on an incentive basis in addition to thelr base salary, and where appropriate,
employees have the opportunity 10 earn monthly bonuses.

Non Executive Directors are remunerated as disclosed in the noles (o the accounts. In addition they receive out of pocket
expenses for any company-sponsored travel, but receive no reimbursement for traved to Board meetings (unless the meeting
is outside Sydney). The Chairman is provided with mobile phone and Intemet facilities.
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Non Executive Director base remuneration is Delow that of the surveys 1o which the company subscribes, but each Director
is entitied 1o a retirement allowance as approved by shareholders at the Annual Meeting in 1897, it is infended to cease this
practice for any new Directors appointed, in favour of market rate remuneration.

Audit
The Board has an Audit Commitiee, which meets with the Auditors generally twice per year but more often when necessary.

The Commities satisfies #self that there is total independence of the Auditors and that all relevant information is laid before
hoth the Auditors and the Committas.

Staff development

The Human Resources Manager has responsibility for Staff Development and the Board fosters a strong program of iraining
at all levels.

The Board also considers from time 1o time succession plans for key personnel,

Director training is encouraged and the Company pays for altendance at appropriate seminars.

Insurance
The Board reviews insurance cover on an annual basis and debales rmanagement recommendations on levels of cover.

The company has a Directors” and Officers” Uability Policy and each Director contributes 1o the premium for his own cover.

Risk management

Annually the Board considers a malrix of risk prepared by management.  This matrix covers likelihood and severity of
occurrences and is updated during the vear as potential new nisks confront the Company.

Where circumstances dictate, the subject is brought to the Board earlier than al the regular meetling.

Director share trading

Directors are generally prohibited from dealing in the Company's securities except for a period of 20 business days after
certain ASX announcements or a General Meeting.

Only in special circumstances with the permission of the Chair andfor the Board may they deal outside this window.

Director shareholdings and options issued to senior management are disclosed in the Annual Report. Staff are encouraged
1o hiold shares where practical.

External commeunications

The Board has a policy for external communications: on ASX and shareholder matters, the Chalrman is the spokesperson
and on trading and commercial matters, the Managing Director is the spokesperson.

Board appraisal

The Board conducts an appraisal of Bs members and achievements annually. This appraisal is a peer appraisal and is
conductied intemally.

The appraisal covers current and anticipated skill set requirements and succession planning. Targets for the ensuing vear are
set and progress is regularly monitored.

General

The Board generally agrees with the concept of the ASX Comporate Governance Guidelines although |t is aware of the
difficulties and potentially disproportionate costs faced by a small listed company in fully complving. The Board is totally
onside with transparency and comprehansiveness of reporting and encowrages interest in the business by stakeholders.

This Corporate Governance statement is writien to reflect current practice and will be constantly revised as contemporary
practices change.

Bupnly
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Consolidated
Note 2008 2002 2003 2002
$000 $000 $000 $000

Revenue from ordinary activities 2 30,444 27,154 818 1,284
Expenses from ordinary activities
excluding borrowing costs 3 (28,846} {26,088) (253) {790)
Borrowing costs 3 {196} {221) - -
Profit from ordinary activities
before income 1ax expense 1,402 845 563 494
ncome tax expense refating
to ordinary activities 4 {485} {268 - {11)
Profit from ordinary activities
after ncome tax expense a1y B77 563 483
Net profit 917 577 563 483
Net exchange difference on translation
of financial statements of foreign
controlled entity 4 73 - -
Total revernues, expenses and valuation
atjustments attributable 1o members of
Supply Network Limited and recognised
directly in equity 4 73 - -
Total changes in equity other other than
those resulting from transactions with
OWNErS 85 OWNers 921 650 563 483
Basic and dituted earnings per share
fcents per share) 4.47 2.98
Weighted average number of ordinary
shares used in the calculation of
basic samings per share 20,499,013 19,345 845
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Consolkiated Parent

Note 2003 2002 2003 2002
$000 $000 $000 $000

Current Assets
Cash assets 27 438 292 100
Recsivables 5 4,173 3,950 -
invertornies (5} 9,301 9,305 -
QOther 7 27 15 -
Total Current Assets 13,939 13,562 100
Non-Current Assets
Receivables 8 - - 6,354 5,783
Other financiatl assets 9 - . 1,398 1,398
Property, plant and equipment 10 818 661 - -
Deferred tax assets 11 586 485 14 96
Total Non-Current Assets 1,404 1,126 71,866 7.247
Yotal Assots 15,343 14,688 71,966 7,247
Currerdt Liabilities
Payabies 12 4,249 4,729 16 19
interest bearing liabilities 13 118 162 - -
Current tax liabilities 14 380 168 28 22
Provisions 15 843 093 270 432
Total Current Liabllities 5,570 6,052 312 473
Non-Current Liabllities
inferest bearing liabilities 16 1,775 1,803 -
Deferred tax liabilities 17 B 17 - -
Provisions 18 229 185 a7 62
YTotal Non-Current Liabilities 2,009 2,075 7 62
Yotal Liabilitios 1.579 8,127 409 53%
Net Assets 1,764 G,561 1,557 6,712
Equity
Comributed equity 19 5,282 4,837 5282 4 837
Resenves 20 2) Its) - -
Retained profits 21 2,484 1,730 2,275 1,875
Total Equity 7,764 6,561 7,557 6,712
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Congolidated Paront
Note 2003 2002 2003 2002
$000 $000 1000 $000
inflows (Outflows)

Cash fiows from operating activities
Receipts from customers 33,289 28,725 - 78
Payments to suppliers and employees (32,008} {28,130) (6} {13)
Interest received 6 - 4 -
Borrowing costs {183 {223) - -
Income tases paid {422} {448) - -
Net cash flows from (used ing
operating activities 27(p) 682 {76 (4] 65
Cash fiows from investing activities
Purchase of property, plant and equipment {518} {231) - -
Proceeds from sale of
property, plant and equipment 53 621 - gl15
Advances to and by wholly owned
related parties - - 13 {588)
Net cashfiows Fom (used ing investing
atCtivities {463} 390 13 27
Cash fiows from financing activities
Procesds from borrowings 148 400 - -
Proceeds from share issue 445 - 445 -
Repayment of bomowings {310 {123) - -
Payment of dividend on ordinary shares {356} 197 (356) 97)
Net cashfiows from (used in) financing
atCtivities {73} 180 89 87)
Net increase (decrease) in cash held 146 494 100 {5
Add opening cash brought forward 292 {202) - 5
Closing cash carried forward 27(a) 438 292 100 -
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(8) Basis of Accounting

The financial report is a general-purpose financiat report, which has been prepared in accordance with the requirements of
the Comporations Act 2001 including applicable Accounting Standards. QOther mandatory professional  reporting
reguirements (Urgent 1ssues Group Consensus Views) have also been complied with,

The financial report has been prepared in accordance with the historical cost convention and does not take into account
changes in general purchasing power of the dollar or, except where staled, the price of specific assets.

() Principles of Consolidation

The consolidated financial statements are those of the consolidated entity, comprising Supply Network Limited {the parent
entity’ and all entities that Supply Network Limited controlled during the vear and at reporting date. Supply Network Limited
was previously known as Multispares Holdings Limited.

All inter company balances, including unrealised profits arising from intra group transactions have been eliminated in full.
Unrealised losses are efiminated unless costs cannot be recovered.

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

(¢) Changes in Accounting Policies

The accounting policies adopted are congistent with those of the previous year except for the accounting policies with
respect 1o the provision for dividends and employee benefits.

{iy Provision for dividends

The consolidated entity has adopted the new Accounting Standard AASE 1044 “Provisions, Contingent Uabilities and
Contingent Assets” which has resulted in & change In the accounting for the dividends provisions.  Previously, the
consolidated entity recognised a provision for dividend based on the amount that was proposed or declared after the
reporiing date.  In accordance with the requirements of the new Standard, a provision for dividends will only be
recognised at the reporting date where the dividends have been declared, determined or publicly recommended prior
to the reporting date. The effect of the revised policy has been to increase consolidated retained profits and decrease
provisions at the beginning of the year by $193,000 {refer to note 21). In accordance with the new Standard, no
provision for dividend has been recognised for the year ended 30 June 2003,

(il Employee benetits
The consolidated entity has adopted the revised Accounting Standard AASE 1028 “ Emplovee Benefits™ which has
resulied in a changs in the accounting poficy for measuremeant of emplovee benefit Habilities. This change has not
materially impacted the provision for employee entilements as historically salary uplift factor has been applied. The
adoption of this standard has had no material impact on the reported net profit of the company or consolidated entity
oF eamings per share.

{d} Foreign Currency Transactions
Transactions in foreign curencies are corverted at the rate of exchange ruling at the date of the transaction.

Amounts pavabie to or by the consolidated entity in foreign cutrencies have been translated into Australian currency at the
rale of exchange ruling al the end of the financial vear.

Exchange differences relating to monetary items are included in the Statement of Financial Performance in the period when
the exchange rates change as exchange gains of losses.

Where a purchase or sale is specifically hedged, exchange gains or losses and costs are deferred and included in the
measurement of purchase or sale.

The financial statements of a self-sustaining foreign operation are translaled using the current method.  Any exchange
difference arising through the use of the method is taken 1o the foreign currency translation resene.
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L Statement of Significant Accounting Policies (continued)
{8} Cash and Cash Equivalents

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

For the pumpose of the Statement of Cash Flows, cash includes cash on hand and in bank, net of oulstanding bank
overdrafis.

Bank overdrafts are carded at the principat amount.  Interest is charged as an expense as it accrues.

{fi Receivables
Trade debtors are recognised and carried at original invoice amount fess a provision for any uncollectable debts,

Provigion for doubtful debls is recognised to the exient that recovery of outstanding receivable balances is considered less
than lkely. Any provision established is based on a review of all outstanding amounts al year end. A specific provision is
maintained for identified doubtful debts, and a general provision is maintained in respect of receivables which are doubtful
of recovery but which have not been specifically identified. Bad debts are written off when they are identified.

Receivables from related parties are recognised and carded at the nominal amount due.

{& Inventories

lrventories are valued at the fower of cost and net realisable value. Cost ks weighted average into store cost. Obsolete and
redundant inventories are provided for as appropriate.

{h} Recoverable Amount

All nor-current assets are reviewed at least annually to determine whether their camying amounts require wiite down o
recoverable amount. Recoverable amount s determined using net cash flows  which have not been discounted.

{i Other Financial Assets

rmvestments in controlied entities are valued in the parent entity’s financial statements at cost. The carying amounts of
investments are reviewed annually 1o determine whether they exceed their recoverable amount.  Investments other than in
controlled entities are valued at the lower of cost or recoverable amount.

{i Leased Assets

Leases are classified at their inception as sither operating or finance leases based on the economic substance of the
agreemert 50 a3 to reflect the risks and benefits incidental 1o ownership.

Operating ieases are not capitalised and rental payments are charged against operating profit in the period in which they
are incured.

There were no finance leages during the vear.

{i Property, Piant and Equipment

Plant and equipment is measured at cost.

Depreciation is provided on a straight line basis on all property, plant and equipment other than freehold land. Major
depreciation rates used are.

2003 2002
Plant and Equipment 2-10 years 2-10 years
Building - 50 vears
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1 Statement of Significant Accounting Policies (continued)
# Employes Entitlements

Provision is made for employee entilements benefits accumulaled as a result of employees rendering senvices up to
balance date.

Liabilities ansing in respect of wages and salaries and annual leave and any other emplovee benefits expected to be settled
within twelve months of the reporting date are measured at thelr nominal amounts based on remuneration rates which are
axpectad 1o be paid when the Habllity is settled. Al other emplovee benefit liabilities are measured at the present value of
the estimated future cash outflow 1o be made in respect of senvices provided by employees up to the reporting date. In
determining the present value of fulure cash outows, the market yield as at the reporing date on national government
honds, which have terms o maturity approximating the temms of the related lisbility, are used.

No provision i made for non-vesting sick leave as the anticipated patlem of future sick leave taken indicales that
accumulated non-vesting leave will never be paid.

All on-costs, including superannuation, payroll 1ax and workers’ compensation premiums are included in the determingtion
of provigions.

Employes entitement expenses ansing in respect of the following calegories

+ wages and salaries, non monetary bengfits, annuat ieave, long senvice leave, sick leave and other leave entilements;
and

+ other bypes of employes entitlements

are charged against profits on a net basis in thelr respective categories.

The value of the eqguity-based compensation scheme described in note 26 is not being recognised as an employee benefits
axpense,

(m) Contributed Equity

issued and paid up capital is recognised at the fair value of the consideration received by the company.

() Payables

Liahilities for trade creditors and other amounts are carried at cost which is the fair value of the consideration o be paid in
the future for goods and senices received, whether or not billed to the consolidated entity.

Payables to related parties are cartied at the principal amount.

(o) Provislons

Provisions are recognised when the economic entity has a legal, equitable or constructive obligation 1o make a future sacrifice
of econamic benefits 1o other entities as a resull of past ransactions or other past events, it is prohable that a fulure sacrifice
of economic benefits will be required and a reliable estimate can be made of the amount of the obligation.

A provision for dividends is not recognised as a Hability unless the dividends are declared, determined or publicly
recommendead on or before the reporting date (refer note 1{c)).

(p) Interest Bearing Liabilities

Loans are measurad al the principal amount.  Interest is charged as an expense as it accrues.

(4) Revenue
Sales revenue is recognised when control of the goods has passed to the purchaser.
interest income is recognised as i acorues.

Dividend ravenue is recognised when the right to receive a dividend has been established.

Bupnly

2003



for the vesr e

Suoply

S

{t) Taxes

ncome taxes

Tax-effect accounting is applied using the Hability method whereby income tax is regarded as an expense and is
calculated on the accounting profit after allowing for permanent differences. To the extent that timing differences occuwr
between the time Rems are recognised in the financial statements and when Hems are taken into account in determining
taxable income, the net related taxation benefit or liahility, calculated at current rates, is disclosed as a deferred tax
asset or deferred tax liability.

The net future income tax benefit retating to Biming differences is not carmed forward as an asset unless the benefit is virtually
certain of being realised.

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

«  where the GST incurred on a purchase of goods and senices is not recoverable from the taxation authority, in which case
the GST is recognised as part of the cost of acquisition of the assel or as part of the expense Hem as applicable; and
+  receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authorty is included as part of receivables or payables
in the Statement of Financial Position.

Cash fiows are included in the Statement of Cash Flows on a gross basis and the GST component of cash flows arising from
investing and financing activities, which s recoverable from, or payable o, the taxation authorily are classified as operating
cash flows.

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

{s) Eamings Per Share

Basic and diluted eamings per share are calculated as net profit atiributable to members, adjusted 10 exclude cost of senvicing
equity (other than dividends) divided by weighted average number of ordinary shares.

{t) Comparatives

Where necessary, comparatives have been reclassified and repositionad for consistency with current year disclosures.

Limitod Annusl Report 2003
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Consolidated Parent

2002 2002 2003 2002

$000 $000 $000 $000
2. Revenue from Ordinary Activities
Revenue from operating activies
Revenue from sale of goods 30,291 26,344 ~ -
Revenues from non-operating activities
Dividends received from
-Wholly owned group - - 580 420
interest recelved from
-Other persons 8 - 4 -
Net foreign exchange gains from
non-specilative aotivities 2 21 - -
Rent received from
-Other persons - g9 - 69
Management fees received from
-Wholly owned group - - 252 180
Proceeds from sale of non-current
assets (note 3(a)) 53 621 - 615
Other income 22 99 - -
Total revenues from non-operating activities 153 810 816 1,284
Total revenues from ordinary activities 30,444 27,154 8216 1,284
3. Expenses and Losses (Gains)
Expenses
Cost of goods sold 18,870 16,872 - -
Depreciation of non current asseis
-Building “ 7 w 7
-Plant and equipment 291 318 - -
Total depreciation expense 201 325 ~ 7
Other Expenses
Salaries & employee benefit expenses 5392 4,790 192 148
Operating lease expenses 1,118 963 - .
Other expenses 2,595 2,188 81 51
Utility expenses 348 303 - -
Bad and doubtful debt - trade debtors 92 45 - -
Pravision for inventory obsolescence 70 7 - -
Sale non current asset expenses
{note 3fan 68 595 - 584
Total ather sxpenses 9,685 8,891 253 783
Total expenses from ordinary acthvities
excluding borrowing costs 28,846 26,088 253 790
Borrowing Costs
interest paid to or payable (o
-Other persons 196 221 M -
Total expenses from ordinary activities 29,042 26,309 253 790
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3. Expenses and Losses (Gains) (continued)

Consolidated Parent
2003 2002 2003 2002
$000 $000 $000 $000
&) Revenue from sale of property, plant
and equipment 521 - 615
Less axpenses from sale of property, plant
and eguipmernt 68 595 = 584
Net {profittoss on disposal of propery,
plant and eguipment 16 {26) - {31
4. Income Tax Expense
The prima facke tax on profit from ordinary aclivities
hefore income tax differs from income tax provided
in the financial statements as follows:
Profit from ordinary activities 1,402 845 563 494
Prima facie tax payable at 30% 421 254 189 148
Tax effect of permanent and other differences
Dividends received - - {169} {126)
Non assessable gain on disposal of property,
and egquipment - {9 - Q)
Other #ems not deductible 64 22 - {2]
Amount under provided in prior year - i - -
Income tax expense atibutable 1o prof from
ordinary activities 485 268 - 11
Total income tax expense comprises movemerts in
Current tax payable 618 359 i8 17
Future income tax benefit {123) {73) (18} {B)
Provision for deferred income tax a2 {18) - -
485 268 - 11
5. Receivables (Current)
Trade debtors 4378 4,122 - -
Provision for doubtful debts {206} {180) - -
4,172 3,842 - -
Other debtors ; 8 - -
4,173 3,880 - -

{a} Terms and conditions
Terms and conditions relating 1o the above financial instrumerts
it} Trade debtors are non interest bearing and generally settled on 30 day terms
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2002 2002 2003 2002
$000 $000 $000 $000
6. [nventores (Current)
Firished goods {at cost) 8,646 8,278 - -
Pravision for obsolescence (830) (760 - -
7,816 7,518 - -
Stock in transit (at cost) - finished goods 1,485 1,787 - -
9,301 9,305 - -
7. Other Current Assets
Prepaymenis 27 15 - -
8. Receivables (Non Current)
Amounts receivable from
whotly owned group (see Note 32) “ - 6,354 5,753

9. Other Financial Assets

{a} Shares in controlied entities at cost in parent entity

Class of Percentago 20643 2002

Shares Holdings $ $

Globae Limiied ORD 100% 2 2
Multispares Limited ORD 100% 367,429 367,420
Multispares N.Z. Limited ORD 100% 1,030,600 1,030,600
1,398,031 1,388,031

The financial year of all controlled entities are the same as that of the parent entity.  All companies are incorporated
in Australia except Multispares NZ Limited which is incorporated in New Zealand. Al entities operate solely in their
country of incorporation.

() Supply Network Limited, Globac Limited and Multispares Limited {Closed Group) have entered into a Deed of Cross
CGuaraniee dated 5 June 1992 which provides that all parties to the deed will puarantee 1o each creditor payment in
full of any debt of each company participating in the deed on winding-up of that company. As a result of the Class
Order issued by the Australian Securities Commission, Globac Limited and Multispares Limited are relieved from the
requirement to prepare financial statements.

The Statement of Financial Performance and Statement of Financial Position of alf entities included in the class order
“Closed Group” are set oul in Note ().
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9. Other Financlal Assets {comtinued)
{c) Financlal information for class order closed group

Consolidated statement of financial performance
for the year ended 30 June 2003

Profit from ordinary activities before income tax expense
income tax expense relating to ordinary activities

Profit from ordinary activities after income tax

Retained profits at the beginning of the financial year
Adiustment arising on adoption of revised account slandard
AASE 1044 "Provigions, Contingent Liabilities and
Contingent Assots'

Dividends provided for or paid

Retained profits at end of the financial yvear

Consolidated statement of financial position
at 30 June 2003

Current Assets
Cash assets
Receivables
irventories
Other

YTotal Current Assets

Non-Current Assets

Other financial assets
Property, plant and equipment
Deferred tax assets

Total Non-Current Asseis
Total Assets

Current Liabilities
Payables

interest bearing liabilites
Crirent 1ax liahilities
Provisions

Yotal Current Liabllities

Non-Current Liabilities
interest bearing liabilities
Deferred tax liabilities
Provisions

Total Non-Current Liabilities
Total Liabilitles
Net Assets

Equity

Contributed equity
Retained profits

Total Equity

Limitod Annusl Report 2003

Closed Group
2003 2002
$000 $000

920 708

(311) {216}

808 492
1,875 1,577

193

(356) {194}
2,321 1,875

Clased Group
2003 2002
$000 $000

363 361
3,682 3,462
1,828 8278

23 31
11,897 12,132
1,030 1,630

841 580

510 417
2,381 2,027

14,078 14,159
3,320 40684

18 162

227 162

803 g59
4,468 5,377
1,715 1,883

3 12

229 165
2,007 2,070
6,475 7,447
7,603 6,712
5,282 4,837
2,521 1,878
7,603 6,712
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Consolidated Parent

2002 2002 2003 2002

$000 $000 $000 $000
10. Property, Plant and Equipment
Property, plant and equipment at cost
Plant and equipment
Opening balance 2,310 2,151 - -
Additions 516 231 - -
Disposals (214) {86} " -
Cuirrency transiation difference 2 14 " -
Closing balance 2,614 2,310 - -
Accumulated Depreciation
Opening Balance 1,649 1,398 - -
Depreciation for the year 291 318 - -
Disposals {245) (753 - -
Curency transiation difference i 8 - -
Closing balance 1,796 1,649 - -
Net book value 818 661 - -
Total property, plant and eguipment, net ais 661 - -
11, Deferred Tax Assets (Non Current)
Fiture income tax bensfits
Attributable 1o tming differences
-Provision for doubtful debts a2 54 - .
-Pravision for employee entitfements 823 290 1i a0
-Provision for obsolescence 150 66 - -
-Other 51 55 4 6

586 465 114 26

12, Payables (Current)
Tratle crediors and accruals - unsecured 4,245 4,729 16 19

(@) Terms and conditions
Terms and conditions relating to the above financial instruments
Iy trade creditors are non interest bearing and are generally setled on 60 day terms
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Consolidated Parent
2003 2002 2003 2002
$000 $000 $000 $000
13. Interest Bearing Liabilities {Current)
Bank loans - secured {a) 100 100 - -
Other loans - secured [{+)] 18 62 - -
118 152 - -

{a) Refer Note 1603} for details of bank loans

th) Other loans comprises hire purchase agreements secured on certain assets of certain controlied entities.
The agreements are for three years and subject to monthly repayment and mature in June 2003 and June 2004,
interest rates on agreements range from 8.6% to 8.8%.

14. Current Tax Liabilities

Current vear tax payable aar 125 18 11
Prior year tax payable a3 43 8 11
280 168 26 22

15, Provisions {Current)

Dividend Note 22 “ 193 " 193
Employee entitlements Note 26 843 800 270 239
843 993 210 432

16. Interest Bearing Liabilities (Non Current)

Bark loans - secured {a) 1,778 1,875 - -
Other loans - secured {h) - 18 - _
1,775 1,593 - -

fa) Bank overdrafts and bank loans are secured by a fixed and floating charge over the assets of Supply Network Limited
and controlled entities.
Bank overdrafts have no specific term and are subject to annuat review in September each year.
interest rates on overdrafts are variable and during the year average interest rate was 8.8%.
Bank loans comprise fixed interest only loan of $1,000,000 at 8.0% {interest rale renewal July 2003 7.1%) maturing
March 2005 and fixed interest ioan of $875,000 at 7.7% maturing 21 November 2004 and repayable by quarterly
instalments.

tb) Refer Note 13(b) for delalls of other loans

17. Deferred Tax Liabilites

Provision for deferred income tax
Attribtdable to timing differences

-Depreciation 4 15 - -

-Prepayments 1 2 - -
5 17 - _

18. Provisions (Non Current)

Employee entitlements Note 26 229 165 o7 62
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Consolidated Parent
2063 2002 2003 2002
$000 $000 $000 $000
19. Contributed Equity
{ay lssued and Paid Up Capital
21,513,845 ordinary shares fully paid
{2002 19,345,845) 5,282 4,837 5,282 4,837
() Movements in Shares On Issus
2003 2002
Number $'000 Number $'000
of Shares of Shares
Batance beginning of year 19,345,845 4,837 19,345,845 4,837
Issue of shares under share purchase plan 2,043,000 429 - -
Issue of shares under share option plan 125,600 i8 - -
Balance at end of the yvear 21,513,845 5,282 19,345,845 4,837

{c} Share Options
Options over ordinary shares:

At the end of the year there were 825,000 (2002: 750,000 unissued ordinary shares in respect of which options
were outstanding.

{d} Terms and conditions of contributed equity

Ordinary shares have the rght to recelve dividends as declared and, in the event of winding up the company, to
participate in the proceeds from the sale of surplus assets in propottion 1o the number of, and amounts paid up on
shares held.

Ordinary shares entitie their holder 1o one vote, sither in person or by proxy, at & meeting of the company.

20. Reserves

Foreign Currency Transtation

Balance at beginning of vear {6} {79 - -
Gain{Loss) on translation of overseas

corfrolied entities 4 73 - -
Balance at end of year & (63 - -

Foreign cumency translation resernve is used to record exchange differences arising from the translation of the financial
statements of self sustaining foreign operations.

21. Retained Profits

Balance at beginning of vear 1,730 1,346 1,878 1,585
Net profit 917 577 663 483
Adjustment arising on atloption of revised
account standard AASE 1044 "Provisions,

Cortingent Liabilities and Contingert Assetg" 193 - 193 -
Total available for appropriation 2,840 1,923 2,631 2,068
Dividend provided or paid 356 193 356 193
Balance at end of year 2,484 1,730 2,275 1,875
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Congolidated Pargnt
2003 2002 2003 2002
$000 $000 $00C $000

22, Dividends Paid or Provided for on Ordinary Shares

{a) Dividends proposed and recognised as a liability

Final fully franked dividend

{2002:1.0 cent per share) " 193 - 193
(b) Dividends paid during the year

Crirrent year intenm fully franked dividend

(0.75 certs per share) (2002:1ih i81 - 161 -
Pravious year final fully franked dividend

{1.0 cent per share){2002:0.5 cants) 198 g7 195 g7
Total dividends paid 356 97 356 97

) Dividends proposed subsequent to 30 June
and not recognised as a liabllity
Curent year final fully franked dividend
{1.0 cent per share) (2002:nil) 215 - 215 -

{c) Franking credit balance
The amount of franking credits available for the
subsequent financial year are
- franking account balance as at the end of the
financial year at 30% {2002 30%) 5,886 5,300
- franking credits that will arise from the payment
of income tax payable as at the end of the
financial year 44 19

5,930 5,319

The tax rate at which paid dividends have been franked s 30% (2002:30%). Diidends proposed will be franked at the
rate of 30% (2002:30%).

23. Lease Commitments
Operating lease commitments payablie

- not fater than one year 1,405 1,046 - -

- later than one year and not
fater than five years 2316 1,176 - -
3,721 2,222 " _

Operating leases have been enterad inlo for motor vehicles, office eguipment and property and have an average lease term
of 4 yvears. Rental payments on motor vehicles and office equipment are fixed. Rental paymerts on property are generally
fixed, but with inflation escalation clauses. No purchase option exists in relation to operating leases and no operating leases
cotain restrictions on financing or other leasing activities.

24, Auditors Remuneration

$ $ $ $
Amounts received or due and receivable Tor audit
or review of the financial reports
Ernst & Young 10,727 58,002 6,860 4,886
Arthur Andersen « 11,950 “ -
70,727 69,952 6,880 4,886
Amounts received or due and receivable
by the auditors for other senvices
Ernst & Young - tax compliance 6,121 - - -
Arthur Andersen - 4,807 - -
6,121 4,907 - -
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Consolkiated Parent

25. Remuneration of Directors and Executives
{a} Remuneration of directors

income paid of payable, or otherwise made

available, in respect of the financial vear, to all

directors of each entity in the consolidated

entity, directly or indirectly by the entities of

which they are directors or any related party 349,803 297,328 - -

income paid of payable, or otherwise made

available, in respect of the financial year, to all

directors of Supply Network Limted, directly or

indirectly, from the entity or any related party - - 116,280 115,680

The numbers of directors of the parent entity whose income falls within the following bands are

$ 30,001-% 406,000 2 2 2 2
$ BG,001-% 606,000 i 1 1 1
$180,001 - $19G,000 “ 1 " -
$230,001 - $24G,000 1 - M -

{1y} Remuneration of executives

Remuneration received of due and receivabile by

executive officers of the consalidated entity

whose remuneration is $100,000 or more, from

artities in the consolidated entity or a related

party, in connection with the management of the

affairs of the entities in the consolidated entity

whether as an executive officer or otherwise 576,698 488,868 - -

The number of executives of the consolidated entity and the company whose remuneration falls within the following
bands are

$140,001 - $150,000
$160,001 - $170,000
$170,001 - $180,000
$180,001 - $190,000 - 1 - -

o
b

$230,001 - $240,000 i - .
26. Employee Entitlements

$000 $000 $000 $000
Accrued salaries and wages ahd on costs 243 183 - -
Provision current 843 800 270 239
Provision non current 229 165 97 62

1315 1,148 367 301
Number of employees at year end a3 85 3 3

Share Option Plan

A share aption plan has been established where executive directors and certain members of staff of the consofidated entity
are issued with oplions over ordinary shares of Supply Network Limited. The options, issued for nil consideration are issued
when certain performance guidetines established by the directors of Supply Network Umited are achieved. The oplions are
generally issued for terms ranging fom 2 years 1o 5 vears and are denerally exarcisable on the second anniversary of the
date of issue. The option cannot be transferrad and will not be guoted on the ASX. There is currently one executive director
and five staff participating in this plan.
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26. Employee Entitlements (contined)

Irformation with respect 1o the number of options granted under the share option plan is as follows:

2003 2002
Number of Waighted Raimber of Weighted
options average options average
exercise axercise
price price
Batance at beginning of year 750,000 0.18 250,000 0.14
Issted . - 580,600 0.20
Exercised 125,000 - - -
Batancs at end of year 625,000 019 750,000 0.18
Exercisable at end of year 125,000 0.15 250,000 0.14

{a} Options held at beginning of year

The following table summarises information abowt oplions held by employees 1 July 2002

Number Grant Vesting Expiry
of Optiens Date Date Date

128,000 24/3/2001 24/32001  21/3/2003
125,000 24/3/2001 2432001 21/3/2004
500,000 24/4/2002  24/4/2004  24/4/2007

{b} Options granted

There were no options granted durng reporting period.

{c} Options exercised

Weighted
Average
Exercised
Price
0.13
0.15
0.20

The following table summarises information about options exercised by employees during the year ended 30 June 2003

Number Grant Vesting Expiry Weighied Proceeds Number issue Fadr
of Pate Paie Date Average from of Date  Value of
Options Exercized Share Share Shares
Price Issue issue Issued

125000 21/3/2001 21/3/2001 21/3/2003

0.13 $16,250

125,000 19/8/2003 0.23

The above option was exercised by G.D.H. Stewart, a director. There were no options exercised during the year ended

30 June 2002.

Fair value of shares issued during the reporting period is estimated 1o be the market price of sharss of Supply Network

Limited on the ASX as al close of trading on issue date

{d} Options held as at the end of the reporting period

The following table summarises information abowt options held by employees at 30 June 2003

Number Grant Vesting Expiry
of Optlons Date Date Date

125000  21/3/2001 21/3/2001 21/3/2004
500,000  24/4/2002 24/4/2004 244472007
Superannuation Commitments

The consolidated entity maintains superanmuation funds covering Australian employees.

Welghted
Average
Exercised
Ptice

0.15
0.20

Each Australian entity in the

consotidated entity has a legal obligation to contribute 9% of the employees’ ordinary eamings 1o the funds, with employees
cortrbuting various perceniages of their gross salary. The funds are accumealation funds and have been established to

provide benefits to employees on retirement, death or disability.

No superannuation benefits are provided for employees of Multispares NZ Limitad.
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27. Notes to the Statement of Cash Flows
(&) Reconciliation of cash

Cash at the end of the financial year as shown in the Statement of Cash Flows Is reconciled to the related items in the
Statemnent of Financial Position as follows

Cash on hand 5 186 - -
Cash at bank 433 276 100 -
438 292 100 -

(b} Reconciiation of net profit after tax to
the net cash flows from operations

Net profit after income ax o917 577 563 483
Adjustments for non-cash income

and expoense items

Dividends received - - {560) (420)
{Profit)/Loss on sale of property, plant

and equipment 18 {26} - (313
Depreciation of property, plant and eguipment 291 325 - 7
Other - - {54) 17
Transfers to provisions

-Iventoty obsolescence 10 7 - -
-Employee entittements 107 152 87 24
-Doubtfut debits 28 16 - -
increase (decrease) in provision for

-Income tax payable 192 (86 4 {23
-Deferred taxes {128) 94 {18} {8
Changes In assets and llabllitles

{Increase) decraase in

Accounts receivable (256} (523} - -
frventories (66) {1,300 - -
Other assets {5} 89 - -
{Decrease) intrease in

Trade creditors and accruals (482) 787 @ {7
Net cash flow from operating activities 682 (763 (2 65

{e) Financing facilities available

Al reporting date the following facilities had been negotiated and were avallable

Total credit facilities 3,374 3,024 - -
Facilities used at reporting date {1,875) (2,245) - -
Facilities unused at reporting date 1499 779 - -
The major faciliies are summarised as follows

Bank overdrafts 615 674 - -
Facilities used - {705 - -
Faciliies unused at reporting date 8rs 604 - -
Bank loans 2,700 2,000 - -
Facilities used {1,875) {1,975} ~ -
Faciliies unused at reporting date 25 - -

t 2003
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28. Contingent Liabilities

As explained in Note 9 the parent entily has entered a Deed of Cross Guaranteg in accordance with a Class Order issued by
the Australian Securities & Investments Commission. The parert entity and alt the controlled entities which are a party to
the Deed have guaranteed the repayment of all current and futtre creditors in the svent that any of these companies are
wotnd-up.

29. Subsequent Events

No matler or creumstance has arisen since the end of the financial year that has gignificantly or may significantly affect the
operations of the consolidated entity, the result of those operations or the state of affairs of the consolidated entity.

30. Segment Inforimation
Business segments

The consolidated entity operates predominantly in one business segment being the provision of after market parts for the
commercial vehicle market.

Geographical segments Australia New Zealand Eliminations  Consolidated
2008 2002 2003 2002 2003 2002 2003 2002
$O00  $000  $000  $000  $000 SO0 SO00  $000

Revenue

Sales to customers oulside the

consolidated entity 24298 22,092 5993 4282 - - 30,2901 26,344
Other revenues from outside the

consolidated entity 138 796 5 14 - - 153 810
Ireersagment revenues 1379 1330 18 25 (1,395} (1,358) - -
Total segment revenues 25818 24218 6,024 4201 (1,388} (1,355 30,444 27 154
Rasulés

Segment resulis 920 708 B9 145 {37 8 1,402 845
Consolidated entity profit from ordinary

activities before income tax expense 1,402 845
[ncoms 1ax expense (485) (268
Consolidated entity profit from ordinary

acCtivities after income tax expense 017 BY7
Net profit 917 BY7
Assels

Segment assets 14018 14159 2,711 1814 (1446) (1,287 15,843 14,688
Liabilities

Segment liabiliies 6475 7,447 1,427 879 {323} (199 7,579 5,127
Other segment informatlon

Acguisiion of property, plant and eguipment,

intangible assets and other non current assets 387 183 128 48 - - 516 231
Depreciation 258 297 33 28 - - 201 325
Non-cash expenses other than depreciation 219 239 7 15 - - 226 254

Segment accounting policies are the same as the consolidated entity's policies described in Note 1. During the vear, there
were no changes in segment accounting policies that had a material effect on the segment information.

The sale of goods between segmenis is at cost of the item plus a commercial margin.

Revenue is attributed to geographical areas based on location of the assels producing the revenues.
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31. Financlal Instruments

a} Interest Rate Risk
The consolidated entity is exposed to interest rate rigk through financial assets and liabilities.

The following table summarises interest rale risk for the consolidated entity together with effective interest rates as at
balance date.

Financial Instruments Floating Fixed interest rate maturing Non- Total Weighted Average
interest 1 year 1105 Over5 Interest interest rate
rate () oriless vears years bearing floating fixed
$000 $000) $000 $000 $000 3000 % %
80 June 2003
Financial assets
Cagh 433 - - - 5 438 3.0 -
Foreign cumency recelvables -
urhedgad - - - - 834 834 - -
Receivables - - - - 3,544 3,544 - -
433 - - - 4,383 4,816
Financial habilities
Payables - - - - 2,013 2,013 - -
Foreign currency payables -unhedged - - - - 117G 1,170
Bank loans - 100 1,775 - - 1,875 - 7.8
Other loans - 18 - - - 18 - 8.6
Forward exchange contracts 1,066 - - - - 1,066 - -
1,066 118 1,775 - 3,183 6,142
30 June 2002
Financial assets
Cagh 276 - - - i6 292 2.8 -
Foreign cumency recelvables -
trhedgad - - - - 685 595 - -
Receivables - - - - 3,435 3,435 - -
276 - - - 4,148 4,422
Financial habilities
Payables - - - - 2,250 2,250 - -
Foreign cumency payables -unhedged - - - - 1.627 1,827 - -
Bark loans - 100 1,875 - - 1,975 - 7.8
Other loans - B2 18 - - 80 - 8.8
Forward exchange contracts 852 - - - - 852 - -
852 162 1,893 - 3,877 6,784

(I} Floating interest rates are the most recently determined rate applicable 1o the instrument at balance date.

b} Foreign Exchange Risk

The consolidated entity is exposed to the risk of adverse mavements in the Australian dollar relative to certain foreign
currencies. To manage this risk the consolidated entity enters into forward exchange contracts to hedge certain purchases
undertaken in forelgn currencies. The terms of these commitments are not more than six months.
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31 Financial Instruments (continued)

The foliowing table summmarises by currency the Australian dofiar value of forward exchange agresments.

2003 2002

Average exchange rate By Buy

Currency 2003 2002 $000 $000
Japanese yen 3 months or less T7.2 70.0 A7 177
Great British pound 3 months or less 0.40 - 20 -
Euro currency 3 months or less 0.56 G.59 877 661
US currency 3 months or less 0.66 0.54 b 14
Total 1,086 852

¢) Credit Risk Exposure

The credit risk on financiat assets of the consolidated entity which have been recognised in the Statement of Financial Position
is the carnving amount net of any provision for doubtful debis. The consolidated entity minimises the concentration of credit
risk by undertaking transactons with a large number of customers in Australia and New Zealand.

The credit risk on dervative Binancial instruments is represented by the net fair value of contracts disclosed in the table in
Note 31ia). The credit risk on forward exchange contracts is minimised as transactions are only undertaken with recognised
firanciat institutions.

dj Net Fair Value of Financial Assets and Liabilities

There are no financial assets or liabiities for which the camving amounts are materially different from their net falr values.

32. Related Party Transactions
a) The parent entity entered into the following ransactions during the vear with related parties in the wholly owned group.

Loans were advanced and repayments received on short term intercompany accourts,  Dividends and management fees
were received from wholly owned controfled entities. (See Note 2).

These ransactions were undertaken on commercial terms and conditions.

b Amounts due o and receivable from related parties in the wholly owned group are set out in the respective notes to the
financial statemerts.

¢]  The ownership inferests in related parties in the wholly owned group are disclosed in Note 9.
d)  The ultmate controliing entity of the consolidated entity is Supply Network Limited.

el The names of each person holding the position of Birector of Supply Nebtwork Limited during the last two financial years
weare H R Forsyth, H M O Anderson, G T Lingard and G D H Stewart.

i Mr G T Lingard is a director and shareholder in a company which leases premises on normal commercial terms and
conditions to a wholly owned controlled entity. Total payments in 2003 $265,000 {2002: $258,000).

g Directors’ Shareholdings

2003 2002
Crdinary share options acguired by Directors
from the parent entity during the year ~ 156,660
Shares and share options held by Directors and their
director-related entities in parent entity at end of the year
Ordinary shares 7,172,156 8,877,156
Ordinary share options 275,000 400,000
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in accordance with a resolution of the directors of Supply Neltwork Limited, | state that
{1} In the opirion of the directors:

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

it gving a frue and fair view of the company’s and consolidated entity's financial position as at 30 June 2003
and of their performance for the year ended on that date; and

i) comphing with Accounting Standards and Corporations Regulations 2001, and

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

(2} It the opinion of the directors, as at the date of this declaration, there are reasonable grounds to believe that the
members of the Closed Group identified in Note 9 will be able to meet any obligations or liabilities to which they are or
may become subject, by virtue of the Deed of Cross Guarantee.

On behalf of the Board

Q*Z"'V-
=7

H R Forsyth

Director

Sydney
29 August 2003




To members of Supply Network Limited

Scope

The financial report and directors’ responsibility

The financial report comprises the statement of financial position, siatement of financial performance, statement of cash

flows, accompanying notes 1o the financial slatements, and the directors’ declaration for Supply Network Limited (the

company) and the consolidated entity, for the year ended 30 June 2003, The consolidated entity comprises both the

company and the entities i controlled during that vear.

The directors of the company are responsible for preparing a financial report that gives a true and fair view of the financial

position and performance of the company and the consolidated entity, and that complies with Accounting Standards in

Australia, in accordance with the Corporations Act 2001, This includes responsibifity for the maimtenance of adequale

accounting records and internal controls that are designed to prevent and detect fraud and error, and for the accounting

policies and accounting estimates inherent in the financial report.

Audit approach

We conducted an independent audit of the financial report in order 10 express an opinion on 1 o the members of the

company. Owr audit was conducted in accordance with Australian Auditing Standards in order 1o provide reasonable

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

factors such as the use of professional judgement, selective testing, the inherent limitations of internal control, and the

availability of persuasive rather than conclusive evidence., Therefore, an audit cannol guaraniee that all rnaterial

misstatements have been detected.

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

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

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

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

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

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

+  gssessing the approprigteness of the accounting policies and disclosures used and the reasonableness of significant
accounting estimates made by the directors.

While we considerad the effectiveness of management’s infernal controls over financial reporting when determining the

nature and extent of our procedures, our audit was not designed to provide assurance on internal controls.

We performed procedures 1o assess whether the substance of business transactions was accurately reflected in the financial

report.  These and our other procedures did not include consideration or judgement of the approprigteness o

reasonabieness of the business plans or strategles adopted by the directors and management of the company.

independence
We are independent of the company, and have met the independence reguirements of Australian professional sthical
pronouncements and the Corporations Act 2001,

Audit opinion
Iry our opinion, the financial report of Supply Network Limited is in accordance with:
fa) the Corporations Act 2001, including:

Iy  gving a true and fair view of the financial position of Supply Network Limited and the consolidated entity at
30 June 2003 and of their performance for the vear ended on that date; and

(i) comphlying with Accounting Standards in Australia and the Corporations Regulations 2001; and
other mandatory financial reporting requirements in Austratia.

xfieg/

Ernst & Young

Christopher D. Gaorge
Partner

Sydney
28 August 2003
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Shareholdings

The distribution of members and their holdings of 25 cents fully paid shares as at 26 August 2003 in the company's
register was as follows:-

Shareholdings
1 s} 1,500 26
1,001 s} 5,000 106
5,001 s} 10,000 70
10,001 s} 100,500 102
100,001 0 and over 33
Total shareholders 337

The number of sharsholders who hold less than a marketable parcel is 26.
Directors’ Interests
Relevart interests of directors in the share capital and options of the company as at 26 Aggust 2003,

i H R Forsyth is deemed to have a relevant imterest in shares held by Hergfor Enterprises Pty Lid, a substantial
shareholder (6,087 314 shares).

iy HM O Anderson is deemed 1o have a relevant interast in shares held by Blrubi Super Fund (514,000 shares).
{Hy G T Ungard is deemed to have a relevant interest in shares held by GT Lingard Holdings Pty Lid (207 842 shares).

fivi G D H Stewart holds 139,000 ordinary shares of the company and oplions 1o acquire a further 275,000 ordinary
shares and s deemed 1o have a relevant interest in shares hetd by D G Stewart (214,000 shares).

Al ordinary shares cany one vote per share,

The address of the Principal Registered Office In Australia is 151 Fairfield Road, Guildford NSW 2151,

The share registry is at Computershare tnvestor Services Pty Lid Level 3, 60 Carrington Street, Sydney NSW 1115,
The company's auditors are Emst & Young 321 Kent Street, Sydney NSW 2000.

The company's securities are listed on the Australian Stock Exchange.

The company has appointed an Audit Commitiee of the Board of Directors.

The name of the Company Secretary is P W Gill.

There are no contingent Habilities for termination benefits under senvice agreements with directors o persons who take
part in the management of the company or its controlied entities.




I Twerty largest shareholders

At 26 August 2003 the twenty largest shareholders were:

Name

Hergfor Enterprises Pty Lid

Dixson Trust Py Lid

Mrs } E Davies

Mr D 1 Woodcock

Wayname Py Lid

Niederer Asset Management Pty Lid
Sherkane Pty Lid

Trilon Nominees Pty Lid

Birubi Super Fund

Mr M Nakayama

Bitbird Pty Ltd

Westpac Custodian Nominees Limited
Mr and Mrs F Alakus

Mr G Forsyth

I 1 Kernedy Py Lid

Trazrail Pty Lid.

Meadgate Pty Lid

Mr and Mrs S Kahlert

Mr G Wisland

Forest Coach Lines Pty.lid. (Retirement Fund)

Ordinary Shares Held

6,097,314
1,266,523
900,000
800,000
744,000
612,000
514,000
514,000
514,000
482,875
442,133
358,100
354,000
312,524
302,100
290,922
236,700
235,600
235 094
223,000

The twenty largest shareholders held 15,434,885 ordinary shares equatl to 71.7% of issued ordinary shares.

The company's register of substantial shareholders at 26 August 2003 is!

Hergfor Enterprises Pty Lid

Mr D 1 Woodcock

L.A. Niederer and Company Phy.Ld.
Dixsor Trust Py Lid
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$'000 $000 $'000 $'000 $'000
Einancial data:
Sales revenue 30,291 26,344 21,882 21,194 20,385
Total revenue 30,444 27,154 22,113 21,369 20,562
EBITDA 1,889 1,381 977 655 9
EBIT 1,598 1,066 676 380 (423}
Profit (loss) before tax 1,402 845 503 221 1585)
Profit (loss) after tax 917 577 315 106 1585)
Earnings per share (cents) 4.47 2.98 1.63 0.55 13.02)
Dividends {cents per share) 1.78 1.00 0.50 0.50 -
Total assets 15,343 14,688 13,242 11,681 11,393
Total interest bearing debt 1,823 2,055 2,001 1,787 1.675
Total equity 7.764 6,561 6,104 5,868 5,880
Cash flow from {used) in operating activities 682 {78) 86 (83; 431
Cash flow from {used) in investing activities {463) 380 {183) (167} 14107
Cash flow from {used) in financing activities {73) 180 6% (14; 1372
Net movement in cash 146 454 38 (2645 (351}
Fi H
iventory tumover (a) 2.5 2.4 2.1 2.2 25
interest cover (b) 9.6 6.3 56 4.13 0.06
Geating (€ 24.4% 31.3% 32.8% 30.5% 28.5%
Net tangible asset backing {cents per share} {d} 36.1 33.9 315 30.3 28.6
Retum on average total assels 6.1% 4.1% 2.5% 0.9% {4.9%)
Retum on average total equity 12.8% 9.1% 53% 1.8% (9.4%:;

{a} Irwentory tumover (imes) - cost of goods sold divided by average net finished goods
() Interest cover (times) - EBITDA divided by interest
(¢} Gearng - total interest bearing debt as a % of total equily

{d} Net tangible asset backing - 2003 calculated before recognition of Provigion for
Dividend refer Note 1ic) Change in Accounting Policies
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