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" Southern Cross Electrical Engineering Proprietary Limited

M .

DIRECTORS’ REPORT

Your directors submit their report for the year ended 30 June 2005,

DIRECTORS

The names of the dircctors of the company in office during the financinl year and until the date of this report were G
Tomasi, B Carman and D Tomasi {alternate for G Tomasi).

All directors were in office from the beginning of the financial year until the date of this report, unless otherwise
stated.

PRINCIFAL ACTIVITIES

The principal activity during the year of the company was clectrical contracting, There was no significant change in
the nature of this astivity during the year.

RESULTS AND DIVIDENDS
The profit after tax of the company for the year ended 30 June 2005 was $1,430,919 (2004: profit $1,567,284).

A dividend of $235,366 was paid during the 2005 financial year (2004 $47,895)

REVIEW AND RESULTS OF OPERATIONS

The company expericnced 2 significant increase in sales in the past year due to an increase in the number of
contracts. Sales increased by 402 and operating profit before tax decreased by 13%.

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS
There have been no significant changes in the state of the company’s affairs during the financial year.

SIGNIFICANT EVENTS AFTER THE BALANCE DATE

There have been no significant events occurming after balance date that may affect either the company's operations or
resulis of those operations ot the company’s state of affairs.

FUTURE DEVELOPMENTS AND RESULTS
Due to the nature of the ‘industry® it is hard to predict the future company developments end results.

ENVIRONMENTAL REGULATION AND PERFORMANCE
The company is not subject to any particular or significant environmental regulation.
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S_outhg}n Cross Electrical Engineering Proprictary Limited

DIRECTORS’ REPORT continued

INDEMNIFICATION AND INSURANCE OF DIRECTORS
During or since the financial year, the company has paid premiums of $6,102 in respest of a contract ensuring all

directors of Southern Cross Electrical Enpincering Proprietary Limited against costs incurred in defending legal
proceedings.
AUDITOR’'S INDI';PENDENCE DECLARATION

Our auditor, Emst & Young, have provided the Board of Dircctors with an independence declaration in accordance
with section 307C of the Corporations Act 2001. The independence declaration is included at page 22,

Signed in accordance with a resolution of the dircstors,

omasi
Director

Perth, 30 November 2005
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S‘outher'n Cross Electrical Engineering Proprietary Limited

YEAR ENDED 30 JUNE 2005

REVENUE FROM ORDINARY ACTIVITIES
Raw materials and consumables used
Depreciation and amortisation expenses
Borrowing costs expense

Salaries and employee benefits expense
Other expenses from ordinary activities

PFROFIT FROM ORDINARY ACTIVITIES
BEFORE INCOME TAX EXPENSE

INCOME TAX CREDITAEXFENSE} RELATING
TO ORDINARY ACTIVITIES'

NET PROFIT ATTRIBUTABLE TO MEMBERS
OF SOUTHERN CROSS ELECTRICAL
ENGINEERING FTY LTD

Notes

15 L u{,ﬁ.,ggﬂsong,,é::.ﬁ__i_ ]
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" Southein Cross Electrical Engineering Proprietary Limited

AT 30 JUNE 2005

CURRENT ASSETS

Cash assats
Receivables
Prepayments
Current tax asset

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS

Receivables
Property, plant and equipment
Deferred tax assets

TOTAL NON-CURRENT ASSETS
TOTAL ASSETS

CURRENT LIABILITIES

Payables

Interest bearing liabilities
Current tax fiabilities
Provisions

_TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Interest bearing labilities

Provisions

TOTAL NON-CURRENT LIABILITIES
TOTAL LIABILITIES

NET ASSETS

EQUITY
Contributed equity
Retained profits

TOTAL EQUITY

Notes %f
o

10
11

12

13

14
15

STATEMENT OF FINANCIAL POSITION
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Southern Cross Efectrical Engineerihg Proprietary Limited

YEAR ENDED 30 JUNE 20405 Notes

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers

Payments to supplicrs and employees
Interest recsived

Bomrowing costs

Income tax paid

NET CASH FLOWS FROM OPERATING 16(a)
ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property, plant and equipment
Proceeds from sale of property, plant and equipment

NET CASH FLOWS FROM/(USED IN} INVESTING
ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Borrowings — Direclor related entitics
Borrowings — Other
- Dividends paid on ordinary shares
Finanee legse and hise purchase liabilities
NET CASH FLOWS USED IN FINANCING
ACTIVITIES

NET INCREASE IN CASH HELD
Add opening cash brought forward

BER oy

CLOSING CASH CARRIED FORWARD & ERYE
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S_outhe_'rn Cross Electrical Engineering Propriletary Limited

NOTES TO THE FINANCIAL STATEMENTS

30 JUNE 2005
1. CORFORATE INFORMATION

Southem Cross Electrical Engincering Proprietary Limited is a company limited by shares that is incorporated and
domiciled in Australia.

The registered office of Southem Cross Electrical Eugmccnng Proprictary Limited is located at;
41 Macedonin Street,
Naval Base, WA 6165

The principal activity during the year of the company was electrical contracting.

The entity employed 170 employees as of 30 June 2005 (2004: 212 employees).

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of accounting

This special purpose financial report has besn prcparod for distribution to the members to fulfil the directors’
financial reporting requircments under the Corporations Act 2001. The accounting policies’used in the preparation
of this report, as described below, are consistent with previous years, and are, in the opinion of the dircctors,
appropriate to meet the needs of members.

By virtue of Accounting Standard AASB 1025: Application of the Reporting Entity Concept and Other Amendments,
the requirements of Accounting Standards issued by the Australian Accounting Standards Board and other
professional reporting requirements do rot have mandatory applicability to Southern Cross Electrical Engincering
Pty Lud in relation to the year ended 30 June 2005 because the directors have determined that the company is net a
reporting entity. However, the directors have determined that in order for the financial report 10 give a true and fair
view of the company's results of pperations and state of affairs, the sequirements of Accounting Standards and other
professional reporting requirements relating to the measurements of assets, liabilities, revenues, expenses and equity
should be complied with.

Accordingly, the directors have prepared the financial report in accordance with Accounting Standards and other
professional reporting requirements with the following exceptions:

AASB [005: Segment Reporting;

AASB 1017: Related Party Disclosures;

AASB 1024: Consolidated Accounts;

AASB 1033: Presentation and Disclosure of Financial Instruments;

".+ AASB 1047: Disclosing the Impacts of Adopting Australian Equivalents to Intermationa! Financial Reporting

Standards.
The financial statements have been prepared in sccordance with the historical cost convention.

{b} Change in accounting policies

The accounting policies adopted arc consistent with those of the previous year,
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S_outhg}n Cross Electrical Engineering Proprietary Limlited

NOTES TO THE FINANCIAL STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(c) Cash

For the purposes of the statement of cash flows, cash includes cash on hand and in banks, and money market
investments readily convertible to cash within 2 working days, net of outstanding bank overdrafts.

{d} Trade Receivables

Trade receivables are camied at nominel amounts due less any provision for doubtful debts. A provision for doubtful
debts is recognised when collection of the full nominal amount is no longer probable. Bad debts arc written off as
incurred.

{¢) Receivables - Related Parties
Amounts {other than trade debts) recsivable from related partics are carricd at nominal amounts dus.

{) Recoverable Amount

Non-Current assets are written down to their recoverable amount when the carrying amount of the asset is greater
than the assets’ recoverable amount. Where 2 group of assets warking together supports the gencration of net cash
inflows relevant to the determination of recovershle amount, the net cash inflows are estimated for the relevent group
of assets and the recoverable amount test is applied to the carrying amount of that group of assets.

(2) Property, plant and equipment
Cost and valuation

Subsequent to initial recognition as an asset all classes of property, plant and equipment (Frechold Land, Buildings
and Plant and Equipment) are measured at cost

Depreciation

Depreciation is provided on a straight line basis on all property, plant and equipment, other than frechold land.
Major depreciation periods are: 2005 2004

Frechold buildings: 40 years 40 years

Leasehold improvements: the lease term the Iease term

Plant and equipment: 2 to 6 years 210 G years

Motor Vehicles: 210 5 years 210 5 years

(h) Leases

Leases are classified at their inception as cither operating or finance leases based on the cconomic substance of the
agreement 50 as to reflect the risks and benefits incidental to ownership.

Finance leases

Leases which effectively transfer substantially all the risks and bencfits incidental to ownership of the leased item to
the company arc capitalised at the present value of the minimum lease paymeats and disclosed as property, plant and
equipment under lease. A lease liability of equal value is also recognised.

Capitalised lease assets are depreciated over the shorter of the estimated useful life of the assets and the lease term.
Minimum lease payments are allocated between interest expense and reduction of the lease liability with the intercst
expense calculated using the interest rate implicit in the lease and charged directly to the statemient of financial
performance.
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Southg}n Cross Electrical Engineering Proprietary Limited

NOTES TO THE FINANCIAL STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(i} Trade Payables

Liabilities are recognised for amounts to be p:ﬁd in the future for goods and services reccived, whether or not billed
to the campany.

(i) Loans and Borrowings

All borrowings arc cammicd at the principal emount. Enterest is charged as an expense as it acerucs.

{} Provisions

Dividends paynble are recognised whea a legal obligation to pay the dividend arises, typically following approval of
the dividend at a meeting of sharcholders.

(I} Contributed Equity
Ordinary share capita! is recognised at the fair value of the consideration received by the company.

(m) Revenue recognition

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

Rendering of Services

Where the contract outcome can be reliably measured:

" - Saies revenue is recognised by means of progressive billings based on the percentage of completion of
contracts. Inclusive in sales contracts to customers is the provision for warranty cover for any defects in the
products, Reteation or bank guarantees are held by customers until the expiry of the wamanty period. The sales
revenuce recognised includes these retentions. ’

Where the contract outcome cannot be reliably measured:
- Revenue is recognised only to the extent that costs have been incurred,

Interest

Control of a right to receive consideration for the pravision of, or investment in, assets has been attained.

Dividends

Control of a right to receive consideration for the investment in assets is attained, usually evidenced by
approval of the dividend at a meeting of sharcholders.

(n) Income Tax

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

Where asscts are re-vatued po provision for potential capital gains tax has been made.
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Sbuthg‘rn Cross Electrical Engineering Proprietary Limited

5

NOTES TO THE FINANCIAL STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

{¢) Employee Benefits

Provision is made for employee benefits accumulated as & result of employees rendering services up to the reporting
date. These benefits include wages and salarics, annual leave and long sarvice leave.

Liabilitics nrising in respect of wages and salaries, annual Ieave and any other employee benefits expected 10 be
settled within twelve months of the reporting date are measured at their nominal amounts based on remuncration
rates which are expected 1o be paid when the liability is settled. All other employce benefit liabilitics are measured at

. the present value of the estimated future cash outflow to be made in respect of services provided by employees up to
the reporting date. In determining the present value of future cash outflows, the market yield as at the reporting date
on national government bonds, which have terms to maturity approximating the terms of the related liability, are
used, ’

Employee benefit expenses and revenues arising in respect of the following categories:

. Wages and salaries, non-monetary benefits, annual leave, long service leave, sick leave and other leave
benefits; and
. Other types of empleyee benefits

are recognised against profits on a net basis in their respective categortes,
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Southern Cross Electrical.Englneering Proprietary Limited

3¢ JUNE 2005

3. REVENUE FROM ORDINARY
ACTIVITIES

Revenues from operating activities
Revenue from services -

Revenues from ontside the operating nctivities
Interest

Proceeds from sale of non-current assets
Management fee

Net foreign currency gain/{loss)

Oher

Total reveniues from outside the operating activities

Total revenues from ordinary activitics

4. EXPENSES AND LOSSES / (GAINS)

{a) Expenses
Cost of services provided
Other expenses from ordinary activities
Motoer vehicle expenses - 2 5979
Reuat 3 T .3 :
_ T e
Insurance _.Glgp;.é"@%?‘gé‘fr;,
et S
Telephone L _&4 ‘r' ;
Othex £

© Total other expenses from ordinary activities

Depreciation and amortisation of non-current assets

Plant and cquipment
Leaschold improvements y -
Motor vehicles b 43,886 .-;:;SEQ;H :

Total depreciation aad amortisaton expenses

Borrowing costs expensed
Interest expense
Other persons/corporations
Hire-purchase
Total borrewing costs expensed

e
Y, Fre o
b

19
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Sbuthg}n Cross Electrical Engineering Proprietary Limited

NOTES TO THE FINANC TATEMENTS |

30 JUNE 2005 Notes |

4. EXPENSES AND LOSSES / (GAINS) (Con't)

(b) Losses/{Gains)

Net loss/(gain} on disposal of property, plant and
cquipment

Net foreign currency loss/(gain)

5. INCOME TAX

The prima facie tax on operating profit differs from the
income tax provided in the financial statements as
follows:

Prima facie tax on operating profit a1 30% (2004: 30°%4)
Tex ¢ffeet of permanent differences
Non-deductible expenses
Orverprovision of previous year
Total income tax provided on operating profit

Tax assets and liabitities

Current tax receivable / (payablc)

Provision for deferred income 1ax — non-current
Future income tax benefit — non-current

6. DIVIDENDS PAID OR PROVIDED
FOR ON ORDINARY SHARES
{8} Dividends paid
Franked dividends 15

The tax rate at which dividends have been franked is
30% (2004 30%).

(b) Franking credit balance

The amount of franking credits available for the

subsequent financial year are:

— franking account balance as at the beginning of the
financial year at 30% (2004: 30%)

- franking credits that will arise from the payment of
income 1ax payabic as af the end of the financial year

~ franking debits that will arise from the payment of
dividends or refund of 2004 tax sssessment a3 at the
¢nd of the financial year

17
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S_outh_e'rn Cross Electrical Engineering Proprietary Limited

30 JUNE 1005

7. RECEIVABLES (CURRENT)

Trade debtors
Provision for doubtful debts

Sundry Debters
Retentions
Other
Amounts other than trade debts receivable from related
" partizs:
Dircctors and director related entities
- director-related

8. RECEIVABLES (NON-CURRENT)
Related party receivables

Directors and director-related entities

- loans to director-related entitics

9. PROPERTY, PLANT AND
EQUIPMENT

Buildings and leasehold land
At cost
Accumulated depreciation

Plant and equipment
Al cost
Accumulated depreciation

Motor vehicles
At cost
Accymulated depreciation

Total property, plant and equipment
Total at cost

Provision for depreciation and amortisation
Total written down amount

NOTES TO THE FINANCIAL STATEMENTS

ks
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S_outhg'rn Cross Electrical Engineering Proprietary Limited

30 JUNE 2605

9. .PROPER’!'Y. PLANT ANP EQUIPMENT
(Cont'd)

Movement ia nov-current assets

Leasehold Improvements

Balance at beginning of the year
. Depreciation expense

Balance at the end of the year

Plent and Equipment

Balance o the beginning of the year
Additions ’

Disposals

Depreciation expense

Balance at the end of the year

Motor Vehicles

Balance st the beginning of the year
Additions

Disposals

Depreciation expense

Balance at the end of the year

10. PAYABLES (CURRENT)
Trade creditors

Other creditors

Accrued expenses

11. INTEREST BEARING LIABILITIES
(CURRENT)

Lease tiability
Barrowings secured by morigage
- bank overdrafis

Notes

NOTES TO THE FINANCIAL

13
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30 JUNE 2005

(2} Secured lease liability
Finance kease

{b) Terms and conditions

Terms and conditions relating to the above
financial instruments

(@  Interest on the bank overdrall is charged at the
bank’s benchmark rate,

(if) Finance keases have an average lease teem of §
years with the optien to purchase the agset ot the
completion of the leass ferm for the asset's
market value, The average discount rate
implicit in the lease is 7% (2004: 7%). Secured
lease liabilities are secured by a charge over the
lcased assets. A resiriction also exists requiring
notification to the lessor of any further finance
Ieases entered inta.

1. PROVISIONS ‘ R
% o o A
Employes Entitlements e : -“féE

.

13, INTEREST-BEARING LIABILITIES
(NON-CURRENT)

Lease libility

i
3
o

G

Bomrowings, unsecured
- director-related entities

(a)  Secured Jeasc liability

Finance lease

(®) Terms and conditions

Terms and conditions relating 1o the above
financial instruments

(i}  Finance leases have an average lease term
of § years with the option to purchase the
asset ot the completion of the lease term
for the asset's market value. The average
discount rate implicit in the lease is 7%
(2004: 7%).

(iy  Other loans relate to loans from a director
related entity due on 31 March 2004,
Interest is charged semi-annually st the
commercial borrowing rate.

14. CONTRIBUTED EQUITY

Tssued and paid ap capital

- 750,002 ordinary shares each fully paid
{2004; 750,002)

4
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30 JUNE 2005

(2)  Terms and conditions of contributed equity
Ordinary shares

COrdinary shares have the right to receive
dividends os declared and, in the event of
winding up the company, to participate in the
procecds from the sale of afl surplus assets in
proportion o the number of and amounts paid
ap on shares held.

Ordinary shares entitle their holder to one vote,
cither in person or proxy, at a meeting of the
company.

15. RETAINED PROFITS
Retuined profits

Movements in retained profits:

(a) Retslned profits
Balance at the beginning of the year
Met (ossy/profit
Total available for appropriation
Dividends paid
Balance at end of year

16, STATEMENT OF CASH FLOWS

(2) Reconeilintion of the operating profit afier tax to
the net cash flows from operations

Operating profit after tax

Depreciation of non-ciuzrent assets

Net loss/(gain) on disposal of property, plant and
cquipment

Changes in assets zod liabilitics .

Trade reccivables

Prepayments

Other assels

Future income tax benefit

Trade creditors -
Onher creditors

Current tax linbility

Deferred tax liability

Employee entitlements

Net cash flow from operating activities

() Reconciliation of cash
Cash balance comprises:
~ cash on hand
—bank overdraft

3

~ET

e

X
AL

ﬁ.
=

%"t

15
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S,o‘uthe.;'n Cross Electrical Engineering Proprietary Limited

Closing cash balance

YA ]
ey 2005 3%

W

30 JUNE 2005 Notes

16. STATEMENT OF CASH FLOWS (continued}

(c) Bank Overdraft Facility

The company has & bank overdraft facility,
business card facility and contingent lisbility limit
available to the extent of §5060,000 (2004:
$3,256,000).

{d) Imsurance Premium Funding Facility

‘The company has a premium financing facility for
the workers compensation insurance of $500,000
{2004: $300,000) at 3 per cent per annum payzble
in equal instatments over ten months.

17. EXPENDITURE COMMITMENTS

(8)  Lease expenditure commlinents

(i) Finance leases:
- not later than onc year
- later than one year and not later than five

;
- total minimum lease payments R 10 16

. %’%“xﬁ'ﬁ‘y b
- future finance charges ’1_}_&3 (-2_6;194)1\:,&; : ’
- lease lisbility LS S SRR Y
- N . a2 f-‘ﬂn—s R \';:"',\F‘__&:-:' =

current liability n ﬁ%@@i}%ﬂ;{ : iy 3

- non-current Liability 1B EoSeNEasRIE A ey

T

T2,

Finance leases have an aversge lease term of §

- years with an average discount iz of 7% (2004:
7%) implicit in the keases, The security over
finance leases is disclosed in note 12,

18, CONTINGENT LIABILITIES

The company has issued bank guarantees in relation to
contracts 85 required by their clients in the normal
course of business. Guarantees are issued in respect of

- any defects that may occur during the specified
warranty period.

19. SUBSEQUENT EVENTS

- There have been no significant events that have
occurred subsequent to 30 June 2603,

16
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30 JUNE 2005 Notes

20. AUDITORS’ REMUNERATION

Amounts rteccived or due and receivable by the
auditors of Southern Cross Efectrical Enginesring
Proprietary Limited for:

— an sudit or review of the financial statements g 0005
- other services Bk 2 15000 T

o5 5000 R R e i

g

13
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S_Outh_e‘rn Cross Electrical Engineering Proprietary Limited

DIRECTORS’ DECLARATION |

In accordance with a resolution of the directors of Southern Cross Electrical Engincering Proprietary Limited, I
state that:

in the opinion of the dircctors the financial report of Southern Cross Electrical Engincering Pty Ltd is in accordance
with: .
{a} the Corporations Act 2001, including:

(i) giving a true and fair view of the financial position of Southem Cross Electrical Engineering Pty Ltd at
30 June 2005 and of its performance for the year ended on that date in nccordance with the accounting
policics described in Note 2 to the financia] statements; and

(ii) complying with Accounting Standards in Australin to the extent described in Note 2 to the financial
statements and the Corporations Regulations 2001; and

(b) other imandatory financial reporting requirements in Australia to the extent described in Note 2 to the financial
statements,

On behalf of the Board

G Tomasi
Director

Perth, 30 November 2005

19
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Auditor’s Independence Declaration to the Directors of Southern Cross
Electrical Engineering Pty Ltd

In relation to our audit of the financial report of Southern Cross Electrical Engineering Pty Ltd for the financial year ended
30 June 2005, to the best of my knowledge and belief, there have been no contraveations of the auditor independence
requirements of the Corporations Act 2001 or any applicable code of professional conduct.

Ernst & Young

G Lotter
Partner
30 November 2005

20



Page 25 of 26 Docld: 022717277 ACN :009 307 046

[ -

g’l ERNST& YOUNG ® The Ernst & Young Building wTel 6189429 2222

11 Mounts Bay Road Fax 61 8 9429 2436
Perth WA G000
Auslralia

GPO Box M339
Penh WA 6843

Independent audit report to members of Southern Cross Electrical Engincering Pty Ltd

Scope

The financial report and divectors’ responsibility

The financial report is a special purpose financial report and comprises the statement of financtal position,
statement of financial performance, statement of cash flows, accompanying notes to the financial statements,
and the directors’ declamation for Southern Cross Electrical Engineering Pty Ltd (the company), for the year
ended 30 June 2005.

‘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 that complies with Accounting Standards in
Australia to the extent described in Note 2 to the financial statements, in accordance with the Corporations
Act 2001. This includes responsibility for the maintenance of adequate accounting records and internal

{ % controls that are designed to prevent and detect fraud and ervor, and for the accounting policies and
accounting estimates inherent in the financial report. The dirsctors have determined that the accounting
policies used and deseribed in Note 2 to the financial statements are appropriate to meet the needs of the
members. These policies do not requive the application of all Accounting Standards and other mandatory
finaneial reporting requirements in Australia. No opinion is expressed as to whether the accounting policles
used are appropriate 10 the needs of the members.

The financial report has been prepared for distribution to the members for the purpose of fulfilling the
directors® finaneial reporting requirements under the Corporations Act 2001, We disclaim any assumption of
responsibility for any reliance on this report or on the financial report to which it relates to any person other
than the members, or for any purpose other than that for which it was prepared.

Audit approach
We conducted an independent audit of the financial report in order to express an opinion on it to the
members of the company. Qur audit was conducted in accordance with Australian Auditing Standards in
crder to provide reasonablc 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.

{ 1 Therefore, an audit cannot guarantee that all material misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report presents fairly, in
accordance with the Corporationts Act 2001, including compliance with Accounting Standards in Australia to
the extent described in Note 2 to the financial statements, a view which is consistent with our understanding
of the company’s financial position, and of its performance es represented by the results of its optrations and
cash flows,

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

. ¢xamining, on & test basis, information to provide evidence supporting the amounts and disclosurss
in the financial report, and
. assessing the appropriateness of the disclosures used and the reasonableness of significant

aceounting estimates made by the directors.

While we considered the effectiveness of management’s internal controls over financial reposting when
determining the nature and extent of our procedures, qur audit was not designed to provide assurance on
internal controls.
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We performed procedures to 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
appropriateness or reasonableness of the business plans or strategies adopted by the directors and
management of the company.

Independence

We are independent of the company, and have met the independence requirements of Australian professional
ethical pronouncements and the Corporzatious Act 2001, We have given to the dircctors of the company a
written Auditor’s Independence Declaration,

Qualification

Included in non-current loans receivable as defined in Note 8 to the financial statements is an amount of
$694,366 representing amounts receivable from a director Mr G Tomasi and entities associated with Mr G
Tomasi. We have been unable to obtain sufficient audit evidence as to the recoverability of these [oans
becaust the recoverability is dependent upon the underlying values of the personal and other business assets
of Mr G Tomasi and his associated entities to which we are not privy, This constitutes a limitation in the
scope of cur audit.

Qualified Audit opinion
In our opinion, except for the effest on the financial report of such adjustments, if any, as might have been
determined to be necessary had the limitation referred to in the qualification paragraph not existed, the
financial report of Southern Cross Electrical Engineering Pty Ltd is in accordance with:
(a) the Corporations Act 2001, including:
0] giving e true and fair view of the financial position of Southern Cross Electrical Engineering
Pty Lid at 30 June 2005 and of its performance for the year ended on that date in accordancs
with the accounting policies described in Note 2 to the financial statements; and
(i)  complying with Accounting Standards in Australiz to the extent described in Nots 2 to the
financizl statements and the Corporations Regulations 2001; and

{b)  other mandatory financial reporting requirements in Australia to the extent described in Note 2 to the
financlal statements, .

Errslc 4 ‘/vvmg

Ernst & Young

G Lotter

Partner

Perth

30 November 2005




