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MONADELPHOUS GROUP LIMITED 1
CHAIRMAN’S REPORT

Monadelphous Group Limited has recorded strong financial performance for the year ended June 36, 20064
with another record profit result.

Profit after tax for the year increased 20.6 percent to $8.53 million from sales revenue of $220.8 million,
which was down 9.4 percent. Earaings before interest, tax, depreciation and amortigation were $16.13
miflion, up 5.3 percent, with earnings per share rising 16.5 percent to 44.5 cenits per share.

The Board has approved a final dividend of 19 cents per share fully franked, taking the {ull year's dividend
10 30 cents per share fully franked (up from 25 cents for the previous corresponding period).

The financial yvear has seen the company consolidate on the gains made in the previous year, whilst
delivering improved marging from strong operational performance and a better guality of earnings.

Importantly - and as forecast in the half yearly report - the company has been able to capitalise on its
increasingly dominant position in a buoyant resources market by securing a record number of new major
engineering construction and maintenance services contracts which will underpin further growth in the year
ahead. Monadelphous has won over $206 million worth of work in new contracts in the last six months.
The company is confident of growing sales revenue in 2004/05.

Operational Highlights
Engineering Construction

Operational highlights for the reporting period for the Eagineering Construction division included
successful completion of three major coniracts associated with the expansion of BHP Billiton's fron ore
operations in the Pilbara region of Western Australia, valued at over 380 million. In particular:

*  The successtul completion of structural, mechanical and electrical works for the iron ore handling
plant for the Mining Area C project;

*  The successful completion of civil, structural and mechanical works for the Products and Capacity
Expansion Project at Nelson Point in Port Hedland; and

*  The successful completion of structural and mechanical works at Finucane Island for the Products and
Capacity Expansion Project in Port Hedland.

All contracts performed oa budget and on schedule with an excellent safety record and achieved high levels
of client satisfaction.

The company also secured and substantially completed a number of additional confracts associated with
iren ore expansions in the Pilbara during the reporting period valued at approximately $56 million. These
included:

»  Sructural, mechanical and electrical works for the Yandi 24Mt iron ore expansion project for
Hamersley lron;

*  Structural and mechanical works associated with the upgrade of Robe River's iron ore handling plant at
Cape Lambert;

*  Siructural and mechanical works at BHP Billiton's Nelson Point iron ore operations in Port Hedland;
and

»  Siructural and mechanical works at BHP Billiton's Mining Area C iron ore operations.

During the second half of the reporting period the company ansounced a record aumber of major
engineering construction coniract awards.
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CHAIRMAN’S REPORT (continued)

In January, 2004 the company was awarded a maior congtruction contract associated with the expansion of
Comalco's bauxite operations at Weipa in Queensland. The contract is valued at approximately $26 midlion
and is scheduled for completion in November 2004.

In April, the company announced it had signed a Heads of Agreement 1o execute a coniract in relation to
structural, mechanical and commissioning works associated with the Burrup Fertilisers Ammonia Plant
Project in Karratha, WA. The work is valued at approximately $40 million and is scheduled to be
completed in July 2605,

Also in April, the company was awarded a major construction coniract associated with Hamersley lroa's
Parker Point expansion in Karratha, Western Australia. The work is valued at approximately $30 million
and is scheduled for completion in January 20063,

Subseguent to the reporiing date in July, the company secured a major contract for the design and
construction of the coal handling facilities associated with the Rolleston Coal Project for Xstrata Coal in the
Bowen Basin in central Queensiand. The coniract is valued at approximately $25 million and is due for
completion in Gctober 2005,

Also in July, the company was successful in securing further iron ore expansion work when it was awarded
its largest ever lump sum contract. The contract is for works associated with the expansion of Hamersley
Iron's Yandi iron ore plant in the north west of WA, The confract is valued at approximately $50 million
and is scheduled for completion in January 2005,

Mamtenance and Indusivial Services

Revenues from the Maintenance and Industrial Services division were reduced this year following the
closure of marginally performing regional operations at Mount Magnet and Karratha in WA early in the
vear and the termination in November 2603 of the maintenance coniract af the Lennard Shelf operations of
Western Metals Zine NL following the liguidation of the customer as previously reported. Importantly,
however, the division secured a number of rew contracts which will strengthen revenues going forward.

The company completed the implementation of its previously announced restructure with the establishment
of the Maintenance and Industrial Services division in Brisbane during the year. The restructure, which was
aimed at placing a stronger focus on growing the company's presence i the eastern states markets, paid
early dividends when Monadelphous, in joint venture with Fluor Australia, was awarded a five-year
reliability services contract for Comaleo's new alumina refinery in Gladstone, Queensland. The Fluor
Monadeiphous Services joint venture has been contracted to work in an alliance with Comalco to provide
integrated maintenance and shutdown services to the Comalco Alumina Refinery.

The company also recorded another major contract win late in the reporting period when Monadelphous in
joint veniure with Fluor Australia and Broadspectrum, a South Australian electrical and instrumentation
services company, was awarded a three-year comprehensive multi-disciplinary maintenance services
contract by WMC Resources at its copper, uranium mine and processing facilities at Olympic Dam in South
Australia. The Monadelphous Broadspectrum Fluor joint venture is contracted to provide maintenance
services support at Olympic Dam, iacluding planning, execution and supervision of maintenance work
orders and management of coniracted services.

Monadelphous has been providing services to the operations at Olympic Dam for over ten years and the
coniract has secured its long-term position as the major provider of mamtenance services at this world class
facility.

(ther operational highlights for the division during the period included:

*  Successful substantial completion of the General Services contract associafed with Woodside Energy's
North West Shelf LNG4 expansion project in WA;
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CHAIRMAN’S REPORT (continued)

*  Swvecessful completion of two major coniracts for shutdown works for WMC Resources at their
Olympic Dam Operations in South Asstralia and af their Kwinana Nickei Refinery in WA,

»  Extension of the maintenance services contract with ChevronTexaco's oil production facilities at
Barrow and Thevenard Island in the north west of WA

»  Extension of the capital works services coniract and expansion of the contract to include civil and
building works for Alean at their Gove alumina refinery in the Northern Territory; and

*  Additional ground handling contracts secured by Skystar Airport Services with Royal Brunei in Perth
and with Jetsiar in the north Queensiand airporis of Proserpine and Hamilton Esland.

Capital investment increased to meet future demand

With the forward workload at record levels and a positive medium to loag-term outlook, the company has
moved to increase its levels of construction plant and equipment to meet future demand.

In June, the company increased #s heavy ift crane fleet with the investiment of $6 million in the purchase of
two new crawler cranes - one of 350 tonne capacity and one 275 tonne capacity. The investment in the
latest state-of-the-art cranage will be utilised on existing and future congracts. This will provide the
capability to maximise work efficiency, improve safety and increase market competitiveness and the
company’s ability o win larger contracts. More new equipment is also on order.

The capital expenditure was parily offset by the sale of older plant and equipment during the year which
reaped over a million dollars.

Outlock

The market outlook contirues to be very positive with Australian resources in high demand, particularly
fuelled by demand from China. A wealth of major resource development projects are in the pipeline over
the next few years, includiag ongoing developments in the iron ore, oil and gas, alumina, nickel and coal
industries.

The capacity of the contracting industry generally 1o deal with the forecast workload will be chalienged
with a shortage of skilled labour already becoming evident.

As part of its growth strategy, the company has increased its focus in the area of organisational and people
management. Late in the vear the company appointed a General Manager, Human Resources to implement
a people strategy aimed at improving its capability to attract, recruit, retain and develop the right people for
the growing organisation.

Whilst the more immediate opportunities for organic growth are in the eagineering construction business,
the company will continue to pursue the longer term aim of growing a more sustainable revenue base from

its maintenance and indusirial services business, particularly in the eastern states markets.

The company has entered the 2064/05 financial year looking forward to another vear of substantial growth.

C.G.B. Rubine
Chairman



MONADELPHOUS GROUP LIMITED
FINANCIAL SUMMARY 1999 - 2004

Revenue from ordinary activities

Profit from ordinary activities
before income tax expense

Income tax expense

Profit from ordinary activities
after income tax expense

Basic earnings per share

Interim dividends per share (fully
franked)

Proposed final dividends per
share (fully franked)

Net tangibie asset backing per
share

Total equity and reserves ($°060)
Depreciation ($°000)
Return on equity (%)

EBITDA margin (%)

2004 2003 2002 2001 2000 1999
$°0060 $70640 $*000 $2000 $2000 $P000
223415 244 891 153,622 130,820 161,188 165,258

12,153 10,130 6,848 5,608 9297 8,240
3,625 3,060 2.675 2,218 3,716 3,612
8.528 7.070 4773 3,390 5,581 5,228
44 .5¢ 38.2¢ 26.0¢c 19.2¢ 33.6¢c 33.5¢
11.0¢c 8.0¢ 5.5¢ 5.5¢ 13.0¢ 12.0¢
19.0¢ 17.0c 8.5¢ 4.0c 27.0e 15.0¢
$2.01 $1.83 $1.32 $1.40 $1.20 $1.22

39271 34,100 27.795 25,589 20,649 19775
4230 5.236 5,152 4 454 4 431 3,776

217 20.7 17.2 13.2 278 26.4
7.3 6.3 7.8 7.7 8.6 7.6
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DIRECTORS” REPORT

Your directors submit their report for the year eaded 30 June 2004.

DIRECTORS

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

Names, quaalifications, experience and special responsibilities

Calogero Giovaani Battista Rubino

Robert Velletri

Frwin Toliman

Peter John Dempsey

COMPANY SECRETARY

Charles Roland Giles Everist

Chairman

Appointed 18 January 1991

Resigned as Managing Director on 30 May 2003 and coniinued as
Chairman

38 years experience in the construction and engineering services
indusiry

Managing Director

Appointed 26 August 1992

Mechanical Engineer, Corporate Member of the Institute

of Engineers Australia

Appointed as Managing Director on 30 May 20063

25 years experience in the construction and engineering services
industry

Non-Executive Director

Appointed 26 Augusi 1992

Chartered Accountant, Member Institute of Chartered

Accountanis in Australia

13 years experience in the construction and engineering services
indusiry

Retired as Executive Director on 25 July 2003 and continged as a
Non-Executive Director

Non-Executive Director
Appointed 30 May 2003
31 years experience in the consiructioa industry

Company Secretary and Chief Financial Officer

Chartered Accountant, Member 1nstitute of Chartered Accounianis in
England and Wales

10 years experience in the resources, construction and engineering
services industries
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DIRECTORS’ REPORT (continued)

Intferests in the shares and options of the company and relafed bodies corporate

As at the date of this report, the interests of the directors in the shares and options of Moenadelphous Group
Limited were:
Ordinary Shares Opfions ever
Ordinary Shares

C. G. B. Rubino 2,001,000 Nil
R. Velletri 356,000 150,000
I. Tellman 189,038 Nil

P. I Dempsey 6,000 Nil
EARNINGS PER SHARE

Cents

Basic Earnings Per Share 44.5
Diluted Earnings Per Share 43.5

DIVIDENDS PAID OR PROPOSED

Cents $ 060
Final dividends proposed
* on ordinary shares 19.6 3,721
Dividends paid in the year:
Current year interim
* on ordinary shares 11.0 2,150
Final for 2003 shown as recommended in the 2003 report
» on ordinary shares 17.6 3,284

CORPORATE INFORMATION
Corporate structure

Monadeiphous Group Limited is a company limited by shares that is incorporated and domiciled in
Australia. Monadelphous Group Limited has prepared a consolidated financial report incorporating the
entities that it controlled during the financial year (refer note 9(b) in the financial report).

The registered office of Monadelphous Group Limited is locaied at:

{ - 4 Sleat Road
Applecross, Western Australia, 6153

Nature of operations and principal activities

Engineering Construction

Providing larger-scale multi-disciplinary project management and construeiion services, including:
s structural, mechanical, tankage and piping construction

s design and consiruct

s turnkey packages



MONADELPHOUS GROUP LIMITED 7
DIRECTORS’ REPORT (continued)

Maintenance and Industrial Services

Providing comprehensive, single-source support services to operating facilities, including:
maintenance of above and below ground mining and mineral processiag facilities and mobile plant
maintenance of oil and gas production and processing facilities

shutdown planning, management and execution

specialist conerete and struciural repairs

mill reline services

labour and eguipment hire

airport ground handling services

* - & 5 5

The Monadelphous Group operates from maior offices in Perth and Brisbane with a network of regional
offices and workshop facilities in Kalgoorlie, Darwin, Gove, Roxby Downs, Gladstone, Mi Isa and
Muswellbrook.

The consolidated entity’s revenue is earned predominanily from the mining and resources sector.

There have been no significant changes in the nature of those activities during the year.

Emplovees

The consolidated entity emploved 1,539 employees as of 30 June 2004 (2003: 1,376 employees).

REVIEW AND RESULTS OF OPERATIONS

Review

A review of operations of the consolidated entity during the financial year, the results of those operations,
the changes in the state of aflairs and the likely developments in the operations of the consolidated entity
are set ouf in the Chairman’s Report.

Operating resalis for the year

Operating results for the year were:

2004 2043

$’000 $7000
Revenue from services 220,760 243 735
Profit from ordinary activities after income tax 8,528 7,070

SEGNIFICANT CHANGES IN THE STATE OF AFFAIRS

There have been no significant changes in the state of affairs of the chief entity or the consolidated entity
during the financial year.

SIGNIFICANT EVENTS AFTER THE BALANCE DATE
There are no matlers or circumstances tha¢ have arisen siace the ead of the finascial year which

significantly affected or may significanily affect the operations of the consolidated entity, the resulis of
thoge operations, or the state of affairs of the consolidated entity in subsequent financial years.
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DIRECTORS’ REPORT (continued)

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

(Other than as referred to in this report, further information as to likely developments in the operations of the
consolidated entity would, in the opinion of the directors, be likely to result in unreasonable prejudice to the
consolidated entity.

ENVIRONMENTAL REGULATION AND PERFORMANCE

Monadelphous Group Limited is subject to a range of environmental regulations.

During the financial year Monadelphous Group Limited met all reporting requirements under any relevant
legislation. There were no incidents which required reporting.

The company aims to contingally improve its environmental performance.
SHARE OPTIONS
Unissuned shares

As at the date of this report, there were 692,560 unissued ordinary shares under options as follows:

. 592,500 options to take up one ordinary share in Monadelphous Group Limited at an issue price of
$1.69. The options expire between 31January 2005 and 31 Januvary 2006.

. 50,060 options to take up one ordinary share in Monadelphous Group Limited at an issue price of
$2.82. The opticns expire on 31 January 20035 and 31 January 2007.

. 50,060 options to take up one ordinary share in Monadelphous Group Limited at an issue price of

$4.54. The options expire on 31 January 2006 and 31 January 2008,

Option holders do not have any right, by virtue of the option, o participate in any share issue of the
company or aay related body corporate or in the interesi issue of any other registered scheme.

Shares issucd as a result of the exercise of options

During the financial year, employees and directors have exercised the option te acquire 902,060 fully paid
ordinary shares al a weighted average exercise price of $2.30. Since the end of the financial vear, a further
41,000 options have been exercised at a weighted average exercise price of $3.09.

Shares forfeited as a result of the failure to exercise opfions

Since the end of the financial year no shares have been forfeited as a result of the failure to exercise options.
INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFICERS

During or since the financial year, the company has paid premiums in respect of a contract insuring ali the
directors of Monadelphous Group Limited against a liability incurred in their role as directors of the
company, except where:

{a)  the liability arises out of conduct involving a wilful breach of duty; or

{by  there has been a contraveniion of Sections 182 or 183 of the Corporations Aet 2001.

The total amount of insurance contract premiums paid was $40,591 (2603: $33,650).
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INTERESTS IN CONTRACTS OR PROPOSED CONTRACTS WITH THE COMPANY

During or since the financial year, no director has had any interest in a contract or proposed contract with
the company being an interest the nature of which has been declared by the director in accordance with
Section 3001 1)(d) of the Corporations Act 2001.

DIRECTORS” AND OTHER OFFICERS’ EMOLUMENTS
Remuneration policy

The Remuneration Commitiee of the Board of Direciors s responsible for determining and reviewing
compensation arrangements for the directors and the executive team. The Remuseration Commitiee
assesses the appropriateness of the nature and amount of emoluments of such officers on a periodic basis by
reference to relevant employment market conditions with the overall objective of ensuring maximum
stakeholder benefit from the retention of a high quality Board and executive team. Such officers are given
the opportunity 1o receive their base emolument in the form of cash and fringe benefits such as motor
vehicles.

To assist in achieving these objectives, the Remuneration Committee links the nature and amount of
executive directors’ and officers” emoluments to the company’s financial and operational performance.

Dretails of the pature and amount of each element of the emoluments of each director and the executive
officers of the company and the conselidated entity are as follows:

Emoluments® of directors of Moenadeiphous Group

Annual Emoluments Long Term Emoluments
Base Fee | Bonus Osher Terminafion Optioens Superen- Osher
& Stmilar naation
$ b3 b3 $ Number SAmeriised %o of $ b
grafed vost Remunerafion

C. G B Rabing 289,909 “ - - - - - 1 LK) “
R. Velletri 269,596 - 288606 - - 35,863 6% 1 LM -
1. Tollman 22,917 - - - - 4,198 1834 - -
P I Dempsey 46 0050 “ - - - . N . M
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Emoluments® of the six most highly paid executive officers * of the company and the consolidated
entity.

Annual Emoluments Long Term Emoluments
Base Fee | Bonus Osher Terminafion Opions Supepen- Osher
& Similar ruation
$ b b $ Number SAmertised %o of $ b
eranied cost Remuneragion

3. Fou 2T 453 - | 21996 - - 17,933 T5% 1 L{KK) -
3. M. Gray H18.388 - | 21996 - - 8,966 +.4% 62,118 -
D0 F Mukeh 154384 - | 43576 - - F7.933 3.6% 1 L{KK) -
AL Erdash 189703 - 22,046 - - 19693 3.8% 1 L{KK) -
M. fansen t50.879 - | 33600 - - F7.933 9.2% 1 L{KK) -
(3. Everist 161,923 - | 21996 - 30,000 2.524 F.3% 1 L{KK) -

Notes
The terms ‘direciors’ and ‘officer” have been treated as mutually exclusive for the purpose of this disclosure

* The elements of emolumenis have been determined on the basis of the cost to the company and the
consolidated eatity.

# Executives are those directly accountable and responsible for the operational management and
strategic direction of the company and the consolidated entity.

The company uses the fair value measurement provisions of AASB 1046 “Director and Executive
Disclosures for Disclosing Entities” and the pending AASB 2 “Share-based Paymeat™ prospectively for all
options granted to directors and relevant executives, which have not vested as at | July 2603. The fair
value of such granis is being amoriised and disclosed as part of director and executive emoluments on a
straight-line basis over the vesting pericd. No adjustments have been or will be made 1o reverse amounts
previously disclosed in refation 1o options thai never vest (ie, forfeitures).

From | July 2003, options grasted as pait of direcior and executive emoluments have been valued using a
Binomial option pricing model, which takes account of factors including the option exercise price, the
current level and volatility of the underlying share price, the risk-free interest rate, expecied dividends on
the underiying share, current market price of the underlying share and the expected life of the option. See
below for further details.

Fair values of options
The fair value of each option issued during the current year is estimated on the date of grant using a

Binomial option-pricing model. For all previcus years the Black-Scholes option pricing mode! was utilised,
with the following weighted average assumptions used for grants made on 36 June 2004, 2603 and 2002:

2004 2003 2002
Dividend yield 5.73% N/A N/A
Expected volatility 18.61% 46.8% 46.8%
Historical volatility 18.61% 46.8% 46.8%
Risk-free interest rate 5.65% 5.8% 5.8%

Expected life of opiion 25% - 2 years 25% - 2 years 25% - 2 years
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2004 206403 2002
25% - 3 years 23% - 3 years 25% - 3 years
506% - 4 years 50% - 4 vears 508 - 4 years

The dividend yield reflects the assumption that the current dividend payout wili continue with no
anticipated increases. The expected life of the options is based on historical data and is not necessarily
indicative of exercise patterns that may occur. The expected volatility reflecis the assumpition that the
historical volatility is indicative of future trends, which also may not necessarily be the actual outcome.

Currently, the fair values of options are not recognised as expenses in the financial statements. However,
should these grants be expensed, they would be amortised over the vesting periods resulting in an increase
in employee benefits expense of $125,047 for the 2004 financial year (2003: $166,274). Note that no
adjustments to these amounts have been made 1o reflect estimated or actual forfeitures (fe, options that do
a0t vest).

DIRECTORS® MEETINGS

The number of meetings of directors {including meetings of committees of directors) held during the year
and the number of meetings attended by each direcior were as follows:

Meetings of Committecs

Directors’ Audit Remuneration Noemination
Meetings

Number of meetings held: 16 2 I 1

Number of meetings attended:

C. G. B. Rubino 10 2 1 1

R. Velletri 10 - 1 1

I. Tollman 6 2 | -

P. J. Dempsey 16 2 - 1

COMMITTEE MEMBERSHIP

As at the date of this report, the company had an Audit Commitiee, a Remuneration Commiitee and a
Nomination Committee.

Members acting on the commiltees of the board during the year were:

Audit Remuneration Nomination

P. I Dempsey (c) C. (5. B. Rubino {¢) . G. B. Rubino {¢)
C. (. B. Rubino R. Velletri R. Velletri

I. Tollman I. Tollman P.J. Dempsey
Note:

{¢) Designates the chairman of the commitiee.
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ROUNDING

The amounts contained in this report and in the financial report have been rouaded to the nearest $1,000
{where rounding is applicabie) under the option available to the company under ASIC Class Order 98/0100.
The company is an eniity to which the Class Order applies.

TAX CONSOGLIDATION

Effective 1 July 2003, for the purposes of income faxation, Monadelphous Group Limited and its 180%
owned conirolled entities formed a tax consolidated group. The head entity of the tax consolidated group is
Monadelphous Group Limited. Members of the tax consolidated group have not eniered into a tax sharing
agreement, as a resull the head entity of the tax consolidated group recognises all income tax expense,
future tax benefits and current and deferred tax liabilities of the group.

CORPORATE GOVERNANCE

In recognising the need for the highest standards of corporate behaviour and accousntability, the directors of
Monadelphous Group Limited support and have adhered to the principles of Corporate Governance.

The company’s Corporate Governance Statement is contained in the additional Australian Stock Exchange
information section of this annual report.

Signed in accordance with a resolution of the direciors

C. ;. B. Rubino
Chairman
Perth, 23 August 2004
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Independent audit report to members of Monadelphous Group Limited

Scope

The financial report and directors” responsibility

The financial report comprises the statement of financial position, statement of financial performance,
statement of cash flows, accompanying notes to the financial statements, and the directors’ declaration for
Monadeiphous Group Limited the company and the consolidated entity, for the year ended 36 June 2004,
The consolidated entity comprises both the company and the entities it controlled during that year.

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 Awstralia, in accordance with the Corporations Act 2001, This includes
responsibility for the maiatenance of adequate accounting records and internal controls that are designed to
prevent and detect fraud and error, and for the accounting policies and accountiag estimates inherent in the
financial report.

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. Our avdit was conducied in accordance with Ausiralian Auditing Standards in
order to provide reasonable assurance as to whether the financial report is free of material misstatement.
The nature of an audit s influenced by factors such as the use of professional judgement, selective testing,
the inherent limitations of internal controi, and the availability of persuasive rather than conclusive
evidence. Therefore, an audit cannot guarantee that all material misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report presents fairly, in

accordance with the Corporations Act 2001, including compliance with Accounting Standards in Australia,

and other mandatory financial reporting requirements in Ausiralia, a view which & consistent with our

anderstanding of the company’s and the consolidated entity’s financial position, and of their performance

as represented by the results of their operations and cash flows.

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

s examining, on a test basis, information to provide evidence supporting the amounts and disclosures in
the financiat report, and

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

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

We performed procedures to assess whether the substance of business transactions was accurafely 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 direciors and
management of the company.

Independence

We are independent of the company, and have met the independence requirements of Australian
professional ethical proncuncements and the Corporations Act 2001, In addition to our audit of the
financial report, we were eagaged to undertake the services disclosed in the aotes to the financial
statements. The provision of these services has not impaired our independence.

Liability lirnfted by the Accountanmts Scheme. approved
under the Professional Standards Act 1994 {NSW).
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Audit opinion
In our opinion, the financial report of Monadelphous Group Limited is in accordance with:
{a)  the Corporations Act 2061, including:

(i) giving a true and fair view of the financial positicn of Monadelphous Group Limited and
the consolidated entity at 30 June 2604 and of their performance for the year ended on that
date; and

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

{by  other mandatory financial reporting requirements in Ausiralia.

ek T

Ermst & Young

g0

G H Meyerowitz
Partner

Perth

23 August 2004

Liability lirnfted by the Accountanmts Scheme. approved
under the Professional Standards Act 1994 {NSW).
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DIRECTORS’ DECLARATION

In accordance with a resolution of the directors of Monadelphous Group Limited, I state that:
1) In the opinion of the direciors:

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

(iy  giving a true and fair view of the company’s and consclidated entity’s financial position
as af 30 June 2064 and of their performance for the year ended on that date; and

(ify  complying with Accounting Standayds and Corporatioas Regulations 2001; and

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

I3
S

In 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 1o which they are or may become subiect to, by virtue of the Deed of Cross
Guarantee.

(n behall of the Board

C. (5. B. Rubino
Chairman
Perth, 23 August 2004
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STATEMENT OF FINANCIAL PERFORMANCE

YEAR ENDED 30 JUNE 2004
Nofes Consolidated Monadelphous Group
Limited
2004 2003 20064 2003
$000 $7000 $7000 $006

REVENUES FROM OPERATING
ACTIVITIES 2 226,760 243,735 - -
Cost of services rendered 3(a) 199,256 224,658 - -
GROSS PROTTF 21,510 19,677 - -
(Other revenue from ordinary

activities 2 2,655 1,156 16,080 1,542
Borrowing costs 3(a) 482 405 - -
Business development and tender costs 3,166 2.885 - -
Oecupancy costs 473 409 - -
Administrative costs 7,841 6,404 556 41
PROFIT FROM ORDINARY ACTIVITIES
BEFORE INCOME TAX EXPENSE 12,153 10,136 15,524 1,501
INCOME TAX EXPENSE RELATING TO
ORDINARY ACTIVITIES 4 3,625 3.660 3,625 3
PROFIT FROM ORDINARY ACTIVITIES
AFTER INCOME TAX EXPENSE
ATTRIBUTABLE TO MEMBERS OF
MONADLELPHOUS GROUP LIMITED 16(c) 8,528 7.670 11,899 1,498
TOTFAL CHANGES IN EQUITY OTHER
THAN THOSE RESULTING FROM
TRANSACTIONS WiITH OWNERS AS
OWNERS ATTRIBUTABLE TO
MEMBERS OF MONADELPHOUS
GROUP LTD 8,528 7,070 11,899 1,498
Basic earnings per share
{cents per share) 22 44.5 382
Diluted earnings per share
{cents per share) 22 43.5 36.7

Franked dividends per share
{ceats per share) 5 36.0 25.0
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STATEMENT OF FINANCIAL POSITION
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YEAR ENDED 36 JUNE 2004

Nofes Consolidated Monadelphous Group

Limited
2004 2043 2004 2003
$* 060 $7000 $’060 $:600

CURRENT ASSETS
Cash assets 15,8604 16,004 15,853 16,081
Receivables 6 45,164 22,943 - -
Fnveniories 7 1,141 9,130 - -
Other 8 486 303 - -
TOTAL CURRENT ASSETS 62,655 48,472 15,853 16,081
NON-CURRENT ASSETS
Receivables 6 - - 88,652 58,143
Oither financial assets 9 332 300 5,699 5,667
Property, plant and equipment 10 19,567 19711 - -
Breferred tax assets 4 3,548 3,479 3.548 54
TOTAL NON-CURRENT ASSETS 23,447 23.490 97,899 63,864
TOTAL ASSETS 86,102 71.962 113,752 79,943
CURRENT LIABILITIES
Payables I 28,084 19,655 244 43
Interest bearing liabilities 12 2,786 2,326 - -
Current tax liabilities 4 1,271 1,993 1,27% -
Provisions 13 9,158 8.736 - -
TOTAL CURRENT LIABILITIES 41,299 32,110 1,515 43
NON-CURRENT LIABILITIES
Interest bearing liabilities 12 4,472 5,011 - -
Non-interest bearing liabilities 14 - - 84,988 61,532
Provisions 13 723 741 - -
Deferred tax liabilities 4 337 - 337 -
TOTAL NON-CURRENT
LIABILITIES 5,532 3.752 85,325 61,532
TOTAL LIABILITIES 46,831 37.862 86,840 61,575
NET ASSETS 39,271 34,100 26,912 18.370
EQUITY
Contributed equity 15 18,304 16,227 18,304 16,227
Reserves 16 1,293 1,293 3,907 3,907
Retained profits /(accumulated losses) 16 19,674 16,580 4,701 (1,764)
TOTAL EQUITY 39,271 34,100 26,912 18,370
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STATEMENT OF CASH FLOWS
YEAR ENDED 30 JUNE 2004
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Notes

CASH FLOWS FROM OPERATING
ACTIVITIES

Receipts from customers

Payments to suppliers and employees
Interest received

Borrowing costs

Other income

Goods and services tax paid

Income tax paid

NET CASH FLOWS FROM/{USED IN)
OPERATING ACTIVITIES 17{a)

CASH FLOWS FROM INVESTING

ACTIVITIES

Proceeds from sale of investments

Proceeds from sale of property, plant and
equipment

Purchase of property, plant and eguipment

Purchase of investmenis

NET CASH FLOWS FROMAUSED IN}
INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING
ACTIVITIES

Advances from conirolied eatities
Dividend paid

Proceeds from issue of shares

Proceeds from borrowings

Repayment of borrowings

Payment of finance leases

NET CASH FLOWS FROM/{USED IN)
FINANCING ACTIVITIES

NET {DECREASE)/INCREASE IN
CASH HELD
Openiag cash brought forward

CLOSING CASH CARRIED
FORWARD 17(b)

Consolidated Monadelphous Group
Limited
2004 2063 2004 2003
$ 000 $7000 $a60 $006
197,295 241,374 - -
{174,886) (215.850) (1,313) (1
738 447 56 -
{482) (403) - -
245 204 - -
(12,255) (10.332) - -
{4,079) (2,270) (4,0679) -
6,576 13,128 (5,342) {11
596 - 596 -
1,076 505 - -
{2,002) (2,633) - -
{506) - {506) -
{836) (2,130) 94 -
- - 8,381 8.551
{5,434) (3.051) (5,434) (3.051)
2,077 727 2,077 727
(75) {74) - -
{2,538) (2,400) - -
{5,970) (4,798) 5,624 6,227
{230) 6,200 (228) 6,216
16,094 9,894 16,081 9,865
15,864 16,094 15,853 16,081
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a) Basis of accounting

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

The financial report has been prepared in accordance with the historical cost convention.

b) Changes in accounting policies

The accounting policies adopted are consistent with those of the previous vear.

<} Principles of consolidation

The consclidated {inancial statements are those of the consolidated entity, comprising Monadeiphous
Group Limited (the parent entity) and all entifies, which Monadelphous Group Eimited controlled from
time lo time during the year and at reporting date.

Information from the financial statements of subsidiaries is included from the date the parent company
obtains control until such time as control ceases. Where there is loss of control of a subsidiary, the
consolidated financial statemenis include the results for the part of the reporting period during which the
parent compaay has control.

Subsidiary acquisitions are accounted for using the purchase method of accounting.

The financial statements of subsidiaries are prepared for the same reporting period as the pareat entity,
using consistent accousntiing policies. Adjustments are made 1o bring into line any dissimilar accounting
policies which may exist.

All infercompany balances and trassactions, including unrealised profits arising from inira-group
transactions, have been eliminated in full.  Unrealised losses are eliminated unless costs cannot be
recovered.

&) Cash and cash equivalents

Cash on hand and in banks is stated at nominal value. Cash is available at call.

For the purpose of the statement of cash flows, cash includes cash on hand and in banks, net of cutstanding
bank overdrafts.

€} Trade and other receivables
Trade receivables are recognised and carried at original invoice amount less a provision for any
ancollectable debts. An estimate for doubtful debts is made when collection of the fuli amount is no longer

probable. Bad debis are written-off as incurred.

Receivables from refated parties are recognised and carried at the nominal amouat due. Interest is taken up
as income on an acerual basis.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (cont’d)
30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

3] Inventories

Construction work-in-progress is stated at cost plus profit recognised to date less progress billings. Costs
include all costs directly refated to specific contracts and an allocation of overhead costs atiributable to
coniract activity in general.

o) Investments

All non-current investments are carried at the lower of cost and recoverable amount.

k) Recoverable amount

Non-current assets are not carried at an amount above their recoverable amount and where carrying values
exceed this recoverable amount asgets are written down. In determining recoverable amount the expected
net cash flows have not been discounted to their present value using a market determined risk adjusted
discount rate.

i} Property, plant and equipment

Cost
All classes of property, plant and equipment are measured at cost.

Depreciation

Depreciation is provided on a reducing balance method on all plant and equipment acquired before 1 July
1996 and straight line basis for all acquisitions on or after 1 July 1996, and a straight line basis on all
property other than freehold land.

Major depreciation periods are:

20064 2603
#  Buildings - 49 years - 40 years
»  Plant and equipment - 3 to 15 years -3 to 15 years

b Leases

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

Finance leases

Leases which effectively transfer substantially all of the risks and benefits incidental to ownership of the
leased item to the consolidated entity are capitalised at the present value of the minimum lease payments.
All feases are hire purchase agreements and are disclosed as property, plant and equipment under hire
purchase. An interest bearing Hability of equal value s also recognised.

Operating leases
The minimum lease payments of operating leases, where the lessor effectively retains substantially all of the

risks and benefiis of ownership of the leased item, are recognised as an expense on a straight Hine basis.

Contingent rentals are recognised as an expense in the financial year in which they are incurred.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (cont’d)
30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)
k) Trade and other payables

Liabilities for trade creditors and other amounis are carried at cost which is the fair value of the
consideration io be paid in the future for goods and services received, whether or not billed to the
consolidated entity.

Payabies 1o related parties are carried at the principal amount. Iaterest, when charged by the lender, &
recognised as an expense on an accerual basis.

] Interest bearing liabilities

All foans are measured at the principal amount. Interest is charged as an expense as it acerues.

m) Provisions

Provisions are recognised when the consolidated eniity has a legal, equitable or consiructive obligation to
make a future sacrifice of economic benefits to other entities as a result of past transactions or other past
events, it is probable that a future sacrifice of economic benefits will be required and a reliable estimate can

be made of the amouat of the obligation.

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

1) Contributed equity
Fssued and paid up capital is recognised ai the fair value of the consideration received by the company.

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

0} Revenue recognition

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

Rendering of Services (other than contracts)

Where the contract outcome can be reliably measured:

- controf of a right to be compensated for the services has been attained and the stage of completion can
be reliably measured.

Where the contract cutcome cannof be reliably measured:
- revenue is recognised only fo the extent that costs have been incurred.

Interest
Conirol of a right to receive the interest payment.

Dividends
Conirol of a right to receive the dividend payment.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (cont’d)
30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)
™ Taxes

Income tax

Tax-effect accouniing is applied using the liability method whereby income 1ax is regarded as an expense
and is caleslated on the accounting profit after allowing for permanent differences. To the extent timing
differences occur between the time items are recognised in the financial statements and when items are
taken into account in determining taxable income, the net related taxation benefit or liability, calculated at
current rates, is disclosed as a future income tax benefit or a provigion for deferred income tax. The net
future income tax benefii relating to tax losses and timing differences is not carried forward ag an asset
anless the benefit is virtually certain of being realised.

Monadelphous Group Limited elected 1o form a tax consolidated group for income tax purposes with effect
from 1 July 2003, The Ausiralian Tax Office has been formally notilted of this decision. Monadelphous
Group Limited as the head entity recognises all of the tax expense, deferred tax assets and liabilities of the
tax consolidated group.

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

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

. receivables and payables are siated with the amount of GST included.

The net amount of G8T recoverable from, or payable to, the taxaiion authority i included as part of
receivables or payables in the Statement of Financial Position.

Cash flows are included in the Staternent of Cash Flows on a gross basis and the G8T ¢component of cash
flows arising from investing and financing activities, which is recoverable from, or payable to, the taxation
authority are classified ag operating cash flows.

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

q) Employee benefits

Provision is made for employee benefits accumulated as a result of employees rendering services up to the
reporting date. These benefits include wages and salaries and compensated absences.

Liabilities arising in respect of wages and salaries, certain compensated absences and any other employee
entitlements expected to be setiled within twelve months of the reporting date are measured a¢ their nominal
amounis based on the remuneration rates which are expected to be paid when the Hability is settfed. Al
other employee benefit liabilities are measured at the present value of the estimated future cash outflow fo
be made in respect of services provided by employees up to the reporting date. 1n determining the present
value of future cash cutfiows, the market yield as at the reporting date on national goverament bonds,
which have terms to maturity approximating the terms of the relfated liability are used.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (cont’d)
30 JUNE 2004

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)
Employee benefits expenses and revenues arising in respect of the following categories:

* wages and salaries, non-monetary benefits, and compensated absences; and
»  other types of employee benefits

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

The value of the Equity Based Compensation scheme described in note 23 is not being charged as an
employee benefit expense.

r} Construction contiracts

When accounting for construction contracts, the contracts are either combined or disaggregated if this is
deemed necessary to reflect the substance of the agreement.

Revenue arising from fixed price contracts is recognised in accordance with the percentage of completion
method. Stage of completion is agreed with the customer on a work certified to date basis, as a percentage

of the overall coniract.

Revenue from cost plug contracis is recognised by reference to the recoverable cosis incurred plus a
percentfage of fee earned during the financial year.

8) Earnings per share
Basic EPS is calculated as net profii attributable to members, adjusted to exclude costs of servicing equity
{other than dividends), divided by the weighted average number of ordinary shares, adjusted for any bonus

slement.

Diluted EPS is calculated as net profit attributable to members, adiusted for:

. costs of servicing equity (other than dividends);

. the afier tax effect of dividends and interest associated with dilutive potential ordinary shares that
have been recognised as expenses; and

. other non-discretionary changes in revenues or expenses during the period that would result from

the dilation of potential ordinary shares;

divided by the weighted average number of ordinary shares and dilutive potential ordinary shares, adjusted
for any bonus element.

1) Comparatives

Where necessary, comparafives have been reclassified and repositioned for consistency with current year
disclosures.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (cont’d)
30 JUNE 2004

Nofes Consolidated Monadelphous Group
Limited
2004 2003 20064 2003
$000 $7000 $7000 $006
2. REVENUES FROM ORDINARY
ACTIVITIES

Revenues from operafing activities
Revenue from services 224,760 243,735 - -
Other revenue from ordinary activities
Proceeds on disposal of non-curreat assets
- Land and buildings 257 - - -
- Plant and equipment 819 505 - -
Interest received
- Wholly owned conirolled entity - - 56 50
- Other 738 447 - -
Brividend received - - 15,434 1,492
- Wholly owned conirolled entity
Other income 245 204 - -
Proceeds from disposal of listed

investments 596 - 596 -
Total revenues from non-operating

activities 2,655 1,156 16,080 1,542
Total revenue from ordinary activities 223,415 244 891 16,080 1.542
3. EXPENSES AND LOSSES/{GAINS)
(a} Expenses
Cost of services rendered 199,250 224 638 - -
Depreciation of non-current assets
- Buildings 257 262 - -
- Plant and equipment 3,973 4974 - -
Total depreciation of non-current assets 4,230 5,236 - -
Borrowing costs expensed
Hire purchase charges 467 385 - -
Interest expense
- Other persons/corporations 15 20 - -

Total borrowing costs expensed 482 405 - -
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (cont’d)
30 JUNE 2004

Nofes Consolidated Monadelphous Group
Limited
2004 2003 20064 2003
$000 $7000 $7000 $006
3. EXPENSES AND LOSSES/{GAINS)
{cont’d)

Bad and doubtful debis
- Trade debfors 1,116 759 - -
Operating lease rental
- Minimum lease payments 1,584 1,557 - -
Empioyee benefits expensed {199) 1,737 - -
Diminution in the value of investmenis

expensed 174 - 174 -
Write down in the value of buildings - 150 - -
(b} Losses/(Gains)
Net gain on disposal of property, plant and
equipment
- Land and buildings (10) - - -
- Plant and equipment {613) {3006) - -
Net gain on digsposal of listed investment {296) - {296) -
4. INCOME TAX
The prima facie tax on operatiag profit is
different to the income tax provided in the
financial statements as follows:
Prima facie tax on profit from ordinary
activities at 30% 3,646 3,039 4,687 450
Add/(less) tax effect of permanent
differences:
- Dividends received from subsidiary - - {4,630) {448)
- Other items {net) 23 28 - -
- Exempt income {4) {(7) - -
- Transfer of tax consolidation balances to

head entity - - 3,598 -
- {Owver)/under provision of previous year (40) - - 1
Income tax expense atiributable to ordinary

activities 3,625 3.060 3,625 3
Deferred tax assets and liabilities
Current tax payable 1,271 1,993 1,271 -
Future income tax benefit — non-cusrrent 3,548 3,479 3,548 54

Provision for deferred income tax —
non-current 337 - 337 -
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (cont’d)
30 JUNE 2004

4. INCOME TAX {(cont’d)
Tax Consolidation

Effective 1 July 2003, for the purposes of income faxation, Monadelphous Group Limited and its 180%
owned conirolled entities formed a tax consolidated group. The head entity of the tax consolidated group is
Monadeiphous Group Limited. Members of the tax consolidated group have not entered into a tax sharing
agreement. As a result, the head entity of the tax consolidated group recognises all income tax expense,
future tax benefits and current and deferred tax liabilities of the group.

There was no material effect on the provision lfor deferred tax liabilities or the future income tax benefitas a
result of the revised tax legislation other than the transfer of these attributes from subsidiaries to the head
company. Monadelphous Group Limited formally notified the Australian Tax Office of its adoption of the
tax consolidation regime when lodging its 30 June 2003 consolidated tax return.

Notes Consolidated Monadelphous Group
Limited
2004 2063 2004 2003
$ 000 $7000 §$70060 $006
5. DIVIDENDS PAID OR PROVIDED
FOR ON ORDINARY SHARES
(a} Dividends paid during the year
(i} Current year interim
Franked dividends (11.0 cents per
share) (2003: 8.0 cents per share) 2,150 1.479 2,156 1,479
(iij Previous year final
Franked dividends (17 cents per share)
(2603: 8.5 cenis per share) 3,284 1,572 3,284 1,572
(b) Dividends proposed and not
recognised as a liability
Franked dividends (19 cents per share)
(2003: 17 cents per share) 3,721 3,182 3,721 3,182

(¢) 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 16,143 8,393 10,143 285
- franking credits that will arise from the

payment of income tax payable as at the

end of the financial year 1,271 1.993 1,271 -
- franking credits that will arise from the

receipt of dividends from subsidiary

companies - - - 1,364
- franking debits that will arise from the

payment of dividends as at the end of

the financial year {1,595) (1,364) (1,595) (1.364)

9,819 9,622 4,819 285
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (cont’d)
30 JUNE 2004

5. DIVIDENDS PAID OR PROVIDED
FOR ON ORDINARY SHARES {cont’d)

The tax rate at which paid dividends have been franked is 30% (2003: 30%). Dividends proposed will be
franked at the rate of 30% (2003: 30%).

Nofes Consolidated Monadelphous Group
Limited
2004 2063 2004 2003
$7000 $7000 §$°00660 $'000
6. RECEIVABLES
CURRENT
Trade debtors 6(a) 40,760 22,800 - -
Less allowance for doubtful debis {987) {(1,114) - -
39,773 21,686 - -
Other debiors 6{a) 5,341 1,257 - -
45,164 22,943 - -
NON-CURRENT
Amounts other than trade debis, receivable
from related parties
Wholly owned group
- controiled entities 6{a),26 - - 88,652 58,143

(2} Terms and conditions

Terms and conditions refating io the above financial

instruments

(1Y Credit sales are normally on 30 day terms

(i) Other debtors are non-interest bearing and have
repayment terms between 30 days and 66 days

(iii) Details of the terms and conditions of related
party receivables are set out in note 26

7. INVENTORIES {CURRENT)

Construction work in progress

Cost to date plus profit recognised 159,870 155,606 - -
Progress billings to date {155,200) {(147.317) - -
Retentions (337) (23) - -
Advances received F(a) 11 {(12,637) {3,706) - -
Consideration received and receivable as

progress billings {167.574) {(151,046) - -
Amounts due from/{to) customers yet 1o

be billed {7,704) 4,560 - -
Work in progress
- at cost 8,845 4,570 - -

1,141 9,130 - -
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (cont’d)
30 JUNE 2004

Nofes Consolidated Monadelphous Group
Limited
2004 2063 2004 2003
$ 000 $7000 $a60 $006

7. INVENTORIES (CURRENT) (cont’d)

(a) Advances received for construeiion work not
yet commenced is recognised as a current
lizbitity. Refer note 11.

8. OTHER (CURRENT)

Prepaymenis 486 305 - -

9. OTHER FINANCIAL ASSETS
{NON-CURRENT}

Shares
- listed at cost 9{a) 506 480 506 480
Allowange for dimingtion {174) {180) {174) {180)
9(c) 332 300 332 300
Controlied entities at cost 9(b) - - 5,367 5,367
332 300 5,699 3,667
(a) Quoted market value of shares listed on a
prescribed stock exchange at balance date:
Listed shares 332 300 332 360

There would be no capital gains tax payable if these assets were sold at their market values at the reporting date.
Listed shares are readily saleable with no fixed terms.

(b) Particulars relating to controlled entities:

Country of Percentage held by Parent Entity
Chief Entity consolidated entity Investment
Incorp
oration
2804 2803 2004 2003
Yo Yo $°080 $000
Chief Entity:
Monadelphous Group Limited
Controlled entities of Monadelphous
Group Limited:
*Monadelphous Engineering
Associates Pty Lid Australia 16O 16O 3.187 3,187
*Skystar Airport Services Pry Lid Australia 160 160 - -
*Monadelphous Properties Pty Lid Australia 160 160 1,788 1,788
*Monadelphous Engineering Pty Lid Australia 160 160 - -
*Genco Pty Lid Australia 160 160 342 342
*Monadelphous Workforce Pry Lid Australia 160 160 50 50
“*MBF Workforce Pty Lid Augstralia 160 - - -
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (cont’d)
30 JUNE 2004

9, OTHER FINANCIAL ASSETS (NON-CURRENT) (cont’d}

* Pursuant 1o a Class Order 98/1418, relief has been granted to these controlled entities of Monadelphous
Group Limited from the Corporations Act 2001 requirements for preparation, audit and publication of
accounts. As a condition of the Class Order, Monadeiphous Group Limited and the controlled entities
(with the exception of MBF Workforce Pty Lid) subject to the Class Ovder, entered into a deed of
indemnity on 12 April 1995 and 3 July 2061, The effect of the deed is that Menadelphous Group Limited
has guaranteed to pay any deficiency in the event of winding up of these controlled entities. The
controlied eatities have also given a similay guarantee in the event that Monadelphous Group Limifed is
wound up. The Statements of Financial Performance and Position of the Closed Group are not materially
different from the consolidated entity.

¥+ Jacorporated on 30 April 2604,

{¢)  Listed shares at cost is the following invesiment:
Environmental Solutions International Limited (EST Lid)
EST Lid is a specialist company providing practical engineering solations for waste ireatment.

Nofes Consolidated Monadelphous Group
Limited
2004 2003 20064 2003
$000 $7000 $7000 $006
10. PROPERTY, PLANT AND
EQUIPMENT
Freehoeld land
- At cost 10{c) 1,909 1,995 - -
Buiiding on freehold fand
- Af cost 6,620 6,834 - -
- Accumulated depreciation {2,263) (2,194) - -
10{c) 4,357 4,640 - -
Leasehold improvements
- Af cost - 16 - -
- Accumulated amortisation - (22) - -
10{c) - 64 - -
Total fand and buildings 10{a) 6,266 6,699 - -
Plant and equipment
- At cost 29,047 28,740 - -
- Accumulated depreciation (23,550) {23,151) - -
10{c) 5,497 5,589 - -
Plant and equipment under hire purchase
- At cost 16,316 8,809 - -
- Accumulated amortisation {2,512) {1,386) - -
10{c) 7,804 7,423 - -
Total plant and equipment 13,301 13,012 - -

Total property, plant and equipment 19,567 19711 - -
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Notes

10. PROPERTY, PLANT AND
EQUIPMENT (cont’d)

(a}  Recent valuations

As al 30 June 2004, based on current market

conditions, the directors have valued interesis in land

and buiidings as follows:

Freehold land
Buildings

Consolidated
2004 2063
$P0060 $7000

2,500 2,500
6,500 6,700

2004
$a60

Monadelphous Group

Limited
2003
$600

These valuations have been based upon independent valusations previously obtained. Such valuations are
performed on an open market basis, being the amounts for which the assets could be exchanged between a
knowledgabie, willing buver and a knowledgable, willing seller in an arm’s length transaction at the valuation

date.

These inferests are recorded in the accounis at cost. I these assets were sold at balance date at the valuation

amounts, the capital gains tax payable would be approximately §410,000 (2003: $420,000) for the consolidated

entity.

(b} Assets pledged as secarity

Assets under hire purchase are pledged as security for the associated hire purchase liabilities.

Noifes

Asgsets pledged as security
() Reconciliations

Reconcifiations of the carrying amounts
of freehold land and buildings on
freehold land, plant and equipment,
leasehold improvements and plant and
equipment uader hire purchase at the
beginning and end of the current and
previous financial year.

Freehold land

Carrying amount at the beginning of the year
Additions

Disposals

Consolidated Monadelphous Group
Limited
2004 2063 2004 2003
$ 000 $7000 $a60 $006
7,804 7.487 -
1,995 1,993 -
(86) - -

1,909

1,995
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Nofes Consolidated Meonadelphouns Group
Limited
2004 2003 20064 2003
$000 $7000 $7000 $000
10. PROPERTY, PLANT AND
EQUIPMENT {coni’d)
Buildings on frechold tand
Carrying amount at the beginning of the year 4,640 4,933 - -
Additions 72 102 - -
Write down - {150) - -
Disposals {110) - -
Depreciation expense {245) (243) - -
4,357 4,640 - -
Plant and eqguipment
Carrying amount at the beginning of the year 5,589 6,295 - -
Additions 1,930 2.5333 - -
Assets transferred 512 433 - -
Disposals {205) (203) - -
Depreciation expense {2,329) (3.467) - -
5,497 5,589 - -
Leasehold improvements
Carrying amount at the beginning of the year 64 81 - -
Disposals (52) - -
Depreciation expense (12) (17} - -
- 64 - -
Planr and eguipment under hive purchase
Carrying amount at the beginning of the year 7,423 3,322 - -
Additions 2,537 6,041 - -
Assets transferred {512) (433) - -
Depreciation expense {1,644) (1,507) - -
7,804 7.423 - -
11. PAYABLES (CURRENT)
Trade creditors 11{a) 13,260 11,914 - -
Advances on construction work in progress 7 12,0637 3,706 - -
Sundry creditors and accruals 11{a) 2,787 3,435 244 43
28,084 19,055 244 43

(a} Terms and conditions

Terms and conditions relating to the above financial

instruments

{iy Trade liabilities are non-interest bearing and are
normally settled on 30 day terms

(if) Sundry creditors and aceruals are non interest
bearing and have an average term of 45 days
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Notes Consolidated Monadelphous Group
Limited
2004 2003 20064 2003
$000 $7000 $7000 $006
12. INTEREST BEARING
LIABILITIES
CURRENT
Hire purchase liability — secured 12(a),18 2,693 2,233 - -
Bank loan — secured 12(a) 93 93 - -
2,786 2,326 - -
NON-CURRENT
Hise purchase liability — secured 12(a),18 4,390 4 851 - -
Bank foan — secured 12¢a) 82 160 - -
4,472 5,011 - -
(a} Terms and conditions
{iy  The bank loas is repayable monthly
with the final instalment due in July
2006. Interest is charged at the
bank’s fixed rate. The bank loan is
secured by way of a registered first
mortgage over land and a building of
a controlled entity, with an
inferfocking debenture from the
parent entity and controlied entities.
(ity  Hire purchase agreements have an
average term of 3 years. The
average discount rate implicit in the
hire purchase is 6.3%%. The hire
purchase liability is secured by a
charge over the hise purchase assets.
13. PROVISIONS
CURRENT
Empioyee benefits 23 3,826 4,607 - -
Workers compensation 13{a) 4,902 4,414 - -
Public liability 13(b) 430 315 - -
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13.  PROVISIONS {cont’d)
(a} Workers Compensation

It is customary for all entities within the Congtruction and Engineering industry 1o be covered by workers
compensation insurance. Payments under these policies are caleulated differently depending on which siate
of Australia the entity is operating in. Premiums are generally calculated based on actual wages paid and
claims experience. Wages are estimated at the beginning of each reporting period. Final payments are
made when each policy is closed out based on the difference between actual wages and the original
estirnated amount. The amount of each payment varies depending on the number of incidents recorded
during each pericd and the severity thereof. The policies are closed out afier a three-year period through
negotiation with the relevant insurance company. The provision has been created to cover the expected
costs associated with closing out each insurance policy and is adjusted accordingly based on the aciual
payroll incurred and the severity of incideats that have occurred during each period.

(b} Public Liability

A public liability provision has been created as a result of the liquidation of the consolidated entity’s
previocus workers compensation insurance company. The provision has been recognised 1o cover the
expected loss resuliing from claims for which there is currenily no insurance cover. The provision is
assessed at the end of each reporiing period after consultation with the conselidated entity’s solicitors.

Notes Consolidated Monadelphous Grouap
Limited
20064 2004
$7000 5600
(¢) Movements in provisions
fi} Workers compensation
Carryiag amount af the beginniag of the
year 4,414 -
Additional provision 2,288 -
Amounts utilised during the year {1,800) -
Carrying amount at the end of the
financial year 4,902 -
(iiy  Public liability
Carryiag amount af the beginniag of the
year 315 -
Additional provision 160 -
Amounts utilised during the year (45) -

Carrying amount at the end of the
financial year 4348 -
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Nofes Consolidated Monadelphous Group
Limited
2004 2003 20064 2003
$000 $7000 $7000 $006
13. PROVISIONS {coni’d)
NON-CURRENT
Employee benefits 23 723 741 - -
14. NON INTEREST BEARING
LIABILITIES
Amounts payable to controlled entities 26 - - 84,988 61,532
15. CONTRIBUTED EQUITY
Issued and paid up capital
Ordinary shares fully paid 18,304 16,227 18,304 16,227
(a} Movementis in shares on issue
2004 2063
Number of $7 060 Number of $7000
shares shares
Beginning of the financial year 18,639,102 16,227 18,339,102 15,500
Fssued during the year
- Exercise of employee options 902,600 2,677 360,000 727
End of the financial year 19,541,102 18,304 18,639,102 16,227

(by Share options
Options over ordinary shares

During the financial year, 50,000 options were issued over ordinary shares. 25% of these options are
exercisable between 1 January 2006 and 31 January 2006 af an exercise price of $4.54. A further 25% of
the options are exercisable between | Jansary 2007 and 31 January 2607 at the same exercise price, with
the balance of 50% of these options exercisable between 1 January 20608 and 31 January 2008 at the
exercise price of $4.54.

At the end of the year there were 733,500 (2003: 1,772,500) unissued ordinary shares in respect of which
options were outstanding (Note 23).

(¢) Terms and conditions of contributed equity

Ovdinary shares

Ordinary shares have the right to receive dividends as declared and, in the event of the windiag up of the
company, to participate in the proceeds from the sale of all surplus assets in proportion to the number of
and amounts paid up on shares held.

Ordinary shares entitle their holder to one vote, either in person or by proxy, at a meeting of the company.
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Nofes Consolidated Monadelphous Group
Limited
2004 2003 20064 2003
$000 $7000 $7000 $006
16. RESERVES AND RETAINED
PROFITS/ACCUMULATED
LOSSES)
Capital profits reserve 16¢a) 678 678 - -
Asset revaluation reserve 16(b} 615 615 3,507 3.907
1,293 1,293 3,907 3.907
Retained profits/{accumulated losses) 16{c) 15,674 16,580 4,701 (1,764)
(a} Capital profits reserve
(i} Nanwe and purpose of reserve
The capital profits reserve is used to
accumulate realised capital profiis.
The reserve can be used to pay
dividends or issue bonus shares.
(i) Movements in reserve
Balance at end of year 678 678 - -

(b}  Asset revaluation

(i} Natwe and purpose of reserve
The asset revaluation reserve was
used to record increments and
decrements in the vaiue of non-
current assets. The reserve can be
used to pay dividends in limited
circumstances.

(i) Movements in reserve
Balance at end of year 615 613 3,907 3,907
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Nofes Consolidated Monadelphous Group
Limited
2004 2003 20064 2003
$000 $7000 $7000 $006
(¢) Retained profits/(accumulated
losses)
Balance at the beginning of the year 16,580 11,602 (1,764) (1.770)
Net profil atiributable to members of
Monadelphous Group Limited 8,528 7.670 11,899 1,498
Adiustment arising from adoption of
revised accounting standard: AASB 1044
“Provisions, Contingent Liabilities and
Continent Assets” - 1,559 - 1.559
Total available for appropriation 25,108 19.631 10,135 1,287
Dividends paid {5,434) (3,651) (5,434) (3,051
Balance at end of year 19,674 16,580 4,701 (1,764)
17. STATEMENT OF CASH FLOWS
(a} Reconciliation of the operating
profit after {ax to the net cash
flows from operations
Profit from ordinary activities after tax 8,528 7.670 11,899 1,498
Non cash items
Depreciation of aoa-current assets 4,230 5,236 - -
Charges to provisions 402 2,204 - -
Write down in the value of investments 174 - 174 -
Profit on sale of property, plant and
equipment {623) (308) - -
Profit on sale of investments {296) {296) -
Dividends received from subsidiary - - {15,434) (1,492)
Write down in the value of buildings - 150 - -
Changes in assets and liabilities
Increase in receivables (22,222) (1,603) - -
Increase in prepayments {(181) {4 - -
{Increase)/decrease in inventories 7,989 (5,380) - -
{Increase)/decrease in deferred tax assefs (69) (812} (3,494) -
Increase in payables 9,029 4,965 201 43
Increase/{decrease) in fax provision {722) 1,602 1,271 {60)
Increase in deferred tax liability 337 - 337 -

Net cash flows from/(used in) operating
activities 6,576 13,128 (5,342) {hH
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Notes Consolidated Monadcelphouns Groap
Limited

2004 2063 2004 2003
$7000 $7000 §$°00660 $7000

17. STATEMENT OF CASH FLOWS

(cont’d)

(b} Reconciliation of cash

Cash balances comprises

- Cash at bank 15,864 16,094 15,853 16,081

(¢) Financing facilities available

At balance date the following financing

facilities had been negotiated and were

availabie

Total facilities:

- Bank guaraniee and insurance bond 34,704 32,600 34,704 32,600

- Bank overdrafi 1,800 1,800 1,800 1,800

- Revolving credit 15,860 14359 15,860 14,359
52,364 48,159 52,364 48,159

Facilities used at balance date:

- Bank guaraniee and insurance bond 16,366 14,624 16,366 14,024

- Revolving credit 7,258 7.337 7,258 7.337
23,624 21,361 23,624 21,361

Facilities unused at balance date:

- Bank guaraniee and insurance bond 18,338 17,976 18,338 17,976

- Bank overdrafi 1,804 1.800 1,800 1,800

- Revolving credit 8,602 7,622 8,602 7.622
28,740 26,798 28,740 26,798

(d) Non-cash financing and investing
activities

Hire purchase transactions:

During the year the consolidated entity
acquired piant and equipment by means of
hire purchase agreements with an aggregate
fair market value 0f $2,536,613 (2603:
$6,040,824).
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Notes Consolidated Monadelphous Group
Limited
2004 2003 2004 2003
$000 $7060 $000 $7000
18. EXPENDITURE COMMITMENTS
(a}  Hire purchase commitments
Payabie:
- Not later than one year 3,046 2.636 - -
- Later than one year bui not later than
five years 4,592 5,142 - -
Minimum fease payments 7,638 7,778 - -
Less future finance charges {555) {(694) - -
7,083 7.084 - -
Current liability 12 2,693 2,233 - -
Non-current liability 12 4,390 4,851 - -
7,083 7.084 - -
(b}  Operating leases (non-cancellable):
Minimum fease payments
- Not later than one year 1,777 1,245 - -
- Later than one year but not later than
five years 1,988 405 - -
- Aggregate lease expenditure contracted
for at balance date but not provided for 3,765 1,650 - -

{¢)  Operating leases have an average
fease term of 3 years, and an average
commercial implicit interest rate.
Assets, which are the subject of
operating leases, include moftor
vehicles and properties.
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Nofes Consolidated Monadelphous Group
Limited

2004 2003 20064 2003

$000 $7000 $7000 $006
19. CONTINGENT LIABILITIES
Guarantees given Lo various clients for
satisfactory contract performance 16,366 14,024 16,366 14,024
Guarantees given to conirolied entities for
office and workshop property leases of
conirelled entities - - 11,403 0428
Total contingent liabilities 16,366 14,0624 27,769 23,452

Monadeiphous Group Limited and all
controlled entities marked * in Note 9 have
entered into a deed of cross guarantee
pursuant to the ASIC Class Order made on
12 April 1995 and 3 July 2601 whereby
they covenant with a trustee for the benefit
of each creditor, that they guarantee to each
creditor payment in full of any debt in the
event of any entity, including
Monadelphous Group Limited, being
wound up.

An insurer for certain types of business
risks of the company was placed in
liquidation during March 2061, The insurer
was dealing with a number of claims on
behalf of the company and as a result of the
insurers” lHiquidation, the company may be
exposed o certain claims which normally
would have been fully ingured. The
directors are currenily not in a position to
quantify the total financial impact of this
exposure, but believe that these would not
be material. During the cusrent year, no
ciaimg have been made againsi the
company.
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20. SEGMENT INFORMATION

Revenue is derived by the consolidated
entity from construction and engineering
services to the resources and petrochemical
industries.

The consolidated entity operates
predominantly within the one business
segment in one geographical segment,
namely in Australia.

21i. ECONOMIC DEPENDENCY

The consolidated entity does not have any
economic dependency with any one client
or group of clients.

22. EARNINGS PER SHARE

The following reflects the immcome and
share data used in the calculation of basic
and diluted earnings per share:

Net profit afier income tax

Earaings used in calculation of basic aad
diluted earnings per share

No. of Shares

Weighted average aumber of ordinary
shares on issue used in the calculation of
basic EPS

Effect of dilutive securities
Share options

Adjusted weighted average number of
ordinary shares used in caleulating diluted
earnings per share

Notes

Consolidated
2004 2003
7000 $°600
8,528 7,076
8,528 7,070
2004 2063
No. No.
19,181,657 18,507,157
422,437 771,802
19,604,694 19,278,959
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Nofes Consolidated Monadelphous Group
Limited
2004 2063 2004 2003
$ 000 $7000 $a60 $006

22, EARNINGS PER SHARE
(cont’d}

Conversions, calls, subscriptions or issues
after 30 June 2004:

Since the end of the financial year, holders
of 41,000 employee options have exercised
the rights of conversion to acquire ordinary
shares.

23. EMPLOYEE BENEFITS AND
SUPERANNUATION COMMITMENTS

Employee benefits

The aggregate employee benefiis Hability is
comprised of

Accrued wages, salaries and oncosts 814 1,902 - -
Provisions {current) 13 3,826 4 607 - -
Provisions {non-current) 13 723 741 - -

5,363 6,650 - -

Equity Based Compensation Scheme

An Equity Based Compensation Scheme has been established where eligible directors and employees of the
consolidated entity are issued with options over the ordinary shares of Monadeiphous Group Limited. The
options, issued for nil consideration, are issued in accordance with the guidelines established by the
Remuneration Commitiee of Monadelphous Group Eimited. The options issued carry various terms and
exercising conditions. There are curreatly | director and 16 employees eligible for these schemes.
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23. EMPLOYEE BENEFITS AND
SUPERANNUATION COMMITMENTS (cont’d}

Information with respect to the number of options granted under the Equity Based Compensation Scheme i
as follows:

20064 2063
Number of  Weighted  Number of Weighted

options average options average

exercise exercise
price price
Balance at the beginning of the vear 23(a) 1,772,500 $2.26 2,109,600 $2.21
- Granted 23(b) 50,000 $4.54 50,600 $2.82
- Forfeited {187,060} $2.38 (86,500) $3.11
- Exercised 23(c) {902,000} §2.30 (300,600) $2.42
Balance at the end of the year 23(d) 733,500 $2.04 1,772,500 $2.26

As at 30 June 2004 there were 733,500 options outstanding capable of being exercised.

(a} Options keld at the beginning of the reporting period:

The following table summarises information about options held by directors and employees as af | July

2603:

Number of Grant date Vesting date Expiry date Weighted average
opiions exercise price

306,000 24/11/19%8 24/11/2001 24/11/2003 $2.42

156,000 24/11/19%8 24/11/2001 24/11/2003 $2.42
956,000 24/11/19%8 24/11/2001 24/11/2003 $2.42
66,000 2471171998 24/11/2061 24/11/2063 $2.42
94,000 01/07/19%9 01/07/2003 31/07/2003 $3.12
39,500 01/07/2060 01/07/2003 31/07/2003 $£3.09
79,000 01/07/2060 01/07/2004 31/07/2004 $£3.09

227,500 31/01/2002 01/01/2004 31/01/2004 $1.69

227,500 3170172062 01/01/2065 31/01/2065 $1.69

455,000 31/01/2002 01/01/20066 31/01/2006 $1.69
12,500 13/01/2003 01/01/2005 31/01/2005 $2.82
12,500 13/01/2003 01/01/2006 31/01/2066 $2.82
25,000 13/01/2003 01/01/2067 3170172067 £2.82

(b} Options granfed during the reporting period:

The following table summarises information about options granted by Monadelphous Group Limited to

directors and employees during the year:

Grant date
Vesting date

20604
29/01/20064
25% - 01/61.20600
25% - 01/61720607
S0% - 01/01/2008

2003
13/61/2003
25% - 61/01/2005
25% - 61/01/2006
50% - 61/01/2007
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23. EMPLOYEE BENEFITS AND
SUPERANNUATION COMMITMENTS (cont’d}

20604
25% - 31/61/20006
25% - 31/61/2007
50% - 31/61.20608

Expiry date

2003
25% - 31/01/2005
25% - 31/01/2006
50% - 31/01/2007

Weighied average exercise price $4.54 $2.82

(¢)  Options exercised

§] The folliowing table summarises information about options exercised by directors and employees

during the year ended 30 June 2004:
Number Grani Exercise Expiry Woeighted Proceeds  Number  Issue date Fair
of date daie date average from of shares value of
Options exercise share issued shares
price issued issued

306,000 240171998 241072003 2471172063 $2.42 $I27.050 306,600 2471172003 $4.65
G6, O06 240171998 1271012003 24711720603 $2.42 $2I8 115 OG0 F27H1420433 $4.88
66,006 240171998 164106/2003 24711720603 $2.42 $145.410 64,600 16/ /20433 $4.50

154,000 240171998 11112003 24711720603 $2.42 $363,525 156,600 FIAE1206433 $4.90
62,006 GLAT/999  31A2003 313 $3.02 $193.440 62,6010 I1AYT2003 $3.85
17,506 GLAT2000 31072003 31703 $3.09 $54,075 17,5043 I1AYT2003 $3.85

222,500 31012002 36/002004 0 310172006 $1.69 $376.025 222,500 31743172004 $4.67

ii}  The following table summarises information about options exercised by directors and employees
during the year ended 30 June 2003:

Number Grant Exercise Expiry Weiphted  Proceeds  Number  Issue date Fair
of date daie date average from of shares value of
Options exercise share issued shares
price issued issued
136,000 24414998 3GO8/2002 2471172003 $2.42 $315.085 136,000 304382002 $2.85
20,004 24414998 201012002 24711720483 $2.42 $48.470 26,000 217E12062 $2.83
150,000 24414998 06/03/2003 24711720483 $2.42 $363.525 156,000 (6/03/2003 $3.35

Fair value of shares issued during the reporting period is estimated to be the market price of shares of
Monadelphous Group Limited on the ASX as at close of trading on their respective issue dates.
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23. EMPLOYEE BENEFITS AND
SUPERANNUATION COMMITMENTS (cont’d}

(d) Options held as at the end of the reporting period:

The following table summarises information about options held by the employees as at 30 June 2004:

Number of Options Grant date Vesting date Expiry date Weighted average
exercise price
41,606 01/67/2000 01/67/2004 31/67/2004 $3.69
197,500 31/01/2002 01/01/2005 31/61/2605 $1.69
395,000 31/01/2002 01/61/2006 31/61/2006 $1.69
12,500 13/61/2003 01/01/2005 31/61/2005 $2.82
12,500 13/61/2003 01/61/2006 31/61/2006 $2.82
23,606 13/61/2003 01/01/2007 3176172007 $2.82
12,500 25/01/2004 01/61/2006 31/61/2006 $4.54
12,500 25/01/2004 01/01/2007 3176172007 $4.54
25,606 29/61/2004 01/01/2008 31/61/2008 $4.54

Superannuation Commitments

Employees and the employer contribute to a number of complying accumulation funds at varying
percentfages of salaries and wages. The consolidated entity’s contributions are not legally enforceable other
than those payable in terms of ratified award obligations reguired by the Occupational Superannuation Act.
The assets of the fund are sufficient to satisfy all benefits that would have vested under the plan in the event
of termination of the plan and voluniary or compulsory termination of employment of each employee.

24. DIRECTOR AND EXECUTIVE DISCLOSURES

(a}  Details of Specified Directors and Specified Executives
(i} Specified directors

Chairman

Managing Director

Director {Non-Executive)
Director {Non-Executive)

C. G. B. Ruabino
R. Velletzi

I. Tollman

P. J. Dempsey

(ily  Specified executives

b. Foti General Manager, Engineering Construction Western Region

D. M. Gray General Manager, Corporate Projects

D 1 Mutch General Manager, Engineering Constiuction Eastern Region

A. Erdash General Manager, Maintenance & ladustrial Services Western Region
M. Jansen General Manager, Maintenance & 1adustrial Services Eastern Region
(. Everist General Manager, Commercial
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24. DIRECTOR AND EXECUTIVE DISCLOSURES (cont’d)
(b} Remuneration of Specified Directors and Specified Execatives
(i} Remuneration Policy

The Remuneration Commiitee of the Board of Directors of Monadelphous Group Limited is responsible for
defermining and reviewing compensation arrangements for the directors, the chief executive officer and the
executive team. The Remuseration Commistee assesses the appropriateness of the nature and amoust of
emoluments of such officers on a periodic basis by reference to relevant employment market conditions
with the overall objective of ensuring maximum stakehoider benefit from the retention of a high quality
board and executive team. Such officers are given the opportunity to receive their base emolument in a
variety of forms including cash and fringe benefits such as motor vehicles and expense payment plans. ltis
intended that the mansaer of payment chosen will be optimal for the recipient without creating undue cost
for the company.

To assist in achieving these objectives, the Remuneration Committee links the nature and amount of
executive directors’ and officers’ emoluments to the company’s financial and operational performance. All
directors and executives have the opportunity to qualify for participation in the Employee Share Option
Plan which currently provides incentives where specified criteria are met.

{iij Remuneration of Specified Directors and Specified Executives
Primary Paost Employment Eguity Other Total
Salary & Cash Non Superan-  Retirement  Options Bonuses
Fees Bomis Monetary ration Benelits
Specified Directors Beneflfs
C. (i, B. Rubino

20413 250,700 Nil Ni 13,521 Nil Nil NH 261,221
R, Veletri

2003 214,826 Nil 19,878 14,521 Nil 44,264} Nil 299,485

{. Tollman

2003 87.833 Ni 24,017 87,142 Nil 22,130 Nil 221,122

P} Dempsey

Fotal Remuneration: Specified Directors

2083 353,359 Nit 33,895 168,184 Ni

1 66,350 Nil 781,828
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24. DIRECTOR AND EXECUTIVE DISCLOSURES (cont’d)

Primary Post Employment Eguity Other Total
Salary & Cash Non Superan-  Retirement  Options Bonuses
Fees Bonus Monetary RUation Benelits
Specified Executives Benefiis

2003 182,390 Nii 23,326 13521 Nil 22,134 Nil 238,367

2043 115,192 Nil 23,376 59,500 Nil 11,063 Ni 240,333
D, ). Mutch

2003 142,142 Nit 42,867 14,521 Nil 22,13% Nil 217,660

2003 156,586 Nii 20,774 10,5821 Nil 16,429 Nil 204,710

M, Jansen

2003 134,364 Nil 25,000 141,925 22,134 Nil 192,419

Total Remuneration: Specified Executives

2043 F3L.074 Nit 135,543 141,988 Nil G3.884 Ni

1 1,062,489

(¢) Remuneration options: Granted and vested during the year

During the financial year, options were granted as equity compensation benelHs to certain and specified
executives as disclosed below. The options were issued free of charge. Each option entitles the holder to
subscribe for one fully paid ordinary share in the entity at an exercise price of $4.54. The options may only
be exercised over a period commencing two years afier grant date and expire four years afier grant date.
The options graated vest over a four year period based on the conditions stipulated in the Employee Option
Plan.
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24. DIRECTOR AND EXECUTIVE DISCLOSURES (cont’d)
Terms & Conditions for Each Grant
Vested {ranted
Numher Number Girant date Value per Exercise First {.ast
option at Price per Exercise Exercise
grant date share ($) Date Date
(%)
Specified Directors
R. Velletri 30,000
L. Tollman 25,008
Specified Executives
D, Fot 25,006
2. Mutch 25,006
M. Jansen 75,000
A. Frdash 12,500
D Gray 12,500
(i BEverist - 12,300 29/01/2004 .31 4.54 0170172006 3012006
- 12,300 29/01/2004 133 4.54 017012607 31012007
- 25,000 29/01/2004 (.37 4.54 0170172608 31012008
FTotal 225,600 56,000
(d) Shares issued on exercise of remuneration options
Shares issued Paid Unpaid
Number $ per share S per share
Specified Directors
I. Tolman 25,000 1.69 -
R. Velletr 300,000 2.42 -
R. Velletr 50,060 1.69 -
Specified Executives
D. Foti 25,060 1.6% -
D. Foti 150,900 2.42 -
D. Mutch 25,060 1.6% -
D. Mutch 150,000 2.42 -
M. Jansen 50,000 3.12 -
M. Jansen 25,060 1.6% -
A. Erdash 12,560 1.69 -
D. Gray 12,560 1.69 -
Total 825,000
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24.

DIRECTOR AND EXECUTIVE DISCLOSURES (cont’d)

(e)  Opfion heldings of specified directors and specified executives
Balance at Granted as Opdions Net Change Balance at Vested at 30 June 2004
bBegineing Remuner- Exercised Other end of ) . B
of period ition period Toial ?\"ui Exercisable
exercisable
i July 2003 36 June
2004
Specified Directors
C. G, B. Ruhino - - - - - - - -
R. Velleirt 500,060 - {350,600 - 130,006 . - -
1. Toliman 00,060 - {25,600} {75,600} - . - -
P Dempaey B - - - - - . R
Specified Executives
. Foti 250,060 - {175,600 - TH.000 . - -
0. M. Gray 50,000 - {12,500} - 37,308 . - -
0.5 Muich 250,060 - {175,600 - TH.000 . - -
A Erdash 00,060 - {12.500) - 87,500 . - -
M. Jfansen 30,060 - {75,600} - 75,006 . - -
G. Bverist - 56,060 - - 50,006 . - -
Total 1,400,060 56,060 {825,600} {75,600} 350,000 . - -
(fy  Sharcholdings of specified directors and specified executives
Shares held in Balance Granted as On Exercise of Net Change Balance
Monadelphous 1 July 2603 Remuneration Options Other 36 June 2084
Group Limited
Specified Directors
C. G. B. Rubine 3,548,238 - - {L.347.238} 2001000
R. Vellerri - - 350,000 - 350,000
[. ToHman E64.038 - 23060 - 189,038
P. ). Dempsey - - - 6400 6.000
Specified Executives
D. Foti $8.760 - 175,000 - 263,708
D. M. Gray E50.000 - 12,560 - 162,500
D. i Mutch - - 175,000 {108 660 66 400
A. Erdash . . 12.560 (25600 1000
M. Jansen 18.6H - 73060 - 4368
G. Everist . . . . .
Total 3,969,587 - 823,000 {1.652.338} 3.142,249
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24. DIRECTOR AND EXECUTIVE DISCLOSURES (cont’d)

(g} Loans {o specified directors and specified execatives

(i} Details of aggregates of loans fo specified directors and specified executives are as follows:
No directors or executives had any loans during the reporting period.

(h) Other transactions and balances with specified direcfors and specified executives

There were no other transactions and balances with specified directors and specified executives.

Nofes Consolidated Monadelphous Group
Limited
2004 2063 2004 2003

25. AUDITORS’ REMUNERATION

Amounts received or due and receivable by
Ernst & Young Australia for:

- An audit or review of the financial

report of the entity and any other entity

in the consolidated entity 95,400 96,600 5,606 4,500
- Other services in relation to the entity

and any other entity in the consolidated

entity 135,445 65,006 - -

231,845 161,600 5,606 4,500

26. RELATED PARTY DISCLOSURES
Wholly-owned group transactions

Loans

During the year, funds have been advanced between entities within the consolidated entity Tor the purposes
of working capital requirements only. The aggregate of amounts due from wholly owned controlled entities
at balance date is $88,652,299 (2003: $58,143.319). All loans are interest free and have no fixed
repayment date, except for an amount owing from Genco Piy Limited to the chief entity which has been
charged interest of $30,000 (2003: $30,000). The rate of interest is based on the current 180 day bank bill
rate.

The aggregate amount payable by the parent entity to wholly-owned controlled entities at the balance date
is $84 987,892 (2003: $61,532,203). The amounts are interest free and have no fixed repayment date.

Ultimate parent

Monadelphous Group Limited is the ultimate Ausiralian holding company.
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27. SUBSEQUENT EVENTS

There are no matlers or circumstances tha¢ have arisen siace the ead of the finascial year which
significantly affected or may significanily affect the operations of the consolidated entity, the resulis of
those operations, or the state of affairs of the consolidated eniity in subsequent financial years.

On 26 July 2004, the directors of Monadelphous Group Limited declared a final dividend on ordinary
shares in respect of the 2004 financial year. The total amount of the dividend is $3,720,599, which
represents a fully franked dividend of 19 cents per share. This dividend has not been provided for in the
30 June 2064 Financial Statements.
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28. FINANCIAL INSTRUMENTS

(a) Interest rafe risk

The consolidated entity’s exposure 10 interest rate risks and the effective interest rates of financial assets and financial liabilities, both recognised and
unrecognised at balance date, are ag follows:
Fixed Interest Rate Maturing in:

WEIGHTED
AVERAGE
MORE EFFECTIVE
FINANCIAL INSTRUMENY FLOATING I YEAR OVERI1TOS THAN NON-INTERESY INTEREST RATE

INTEREST RATE OR LESS YEARS 5 YEARS BEARING TOTAL

2003 2003 20603

$7000 000 %%
(i) FINANCIAL ASSETS
Cash assets 16,694 - 16,604 4,25
Listed shares 304 304 N/A
Other debtors 1,257 1,237 N/A
Receivables — trade 21.686 21,686 N/A

Total Financial Assets 16,0094 39,337

(ity  FINANCIAL LIABILITIE

Payables 19,055 N/A
Interest bearing Habilities - k 6.79

Hire Puarchase fability W23 - 6.21

Total Financial Lishilities 19,055 26,392
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28. FINANCIAL INSTRUMENTS {cont’d)

(b} Net fair values of {inancial assefs and Habilifies

The aggregate net fair values of [inancial assets and financial liabilities, both recognised and
anrecognised, at balance date, are as follows:

CARRYING AMOUNT AGGREGATE NET FAIR

VALUE

20604 2003 2404 2003

$600 $7000 $600 $°000
(iy FINANCIAL ASSETS
Cash 15,864 16,694 15,864 16,094
Listed shares 332 306 332 306
Other debiorg 5,391 1,257 5,391 1,257
Receivables — trade 39.773 21,686 39,773 21,686
Total Financial Assets 61,360 39,337 61,360 39,337
(i) FINANCIAL LIABILITIES
Payabiles 28,084 19,655 28,084 19,055
Interest bearing Habilities 175 253 178 253
Hire Purchase liability 7,083 7,084 7,083 7,084
Total Financial Liabilities 35,342 26,392 35,342 26,392

The following methods and assumptions are used to determine the net fair values of financiad assets
and liabilities.

Recognised financial instruments

Cash and cash equivalent: The carrying amount approximates fair value because of their shori-term
maturity.

Receivables, payables and interest bearing Habilities: The carrying amousnt approximates fair
value.

Listed Shares: Fair valse is the current quoted market bid price, adjusted for transaction cosis
necessary to realise the asset or settle the liability.

(¢) Credit risk exposures

The consolidated entity’s maximum exposure to credif risk at balance date in relation to each class
of recognised financial assets is the carrying amount, net of any provision for doubiful debts, of
those assets as indicated in the balance sheet.

Concentration of credif risk

The consolidated entity minimises concenirations of eredit risk in relation to accounts receivable by
undertaking transactions with a large sumber of customers within the resources and petrochemical
industries. However, all of the customers are concentrated in Australia. The consolidated entity &
not materially exposed to any individual customer.
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29, IMPACT OF ADOPTING AASB EQUIVALENTS TO IASB STANDARDS

Monadeiphous Group Lid has commenced fransitioning its accounting policies and financial reporting from
current Australian Standards to Australian equivalents of International Financial Reporting Standards
(IFRS). The company has allocated iaternal resources and engaged expert consultants to perform
diagnostics and conduct impact assessments to isclate key areas that will be impacted by the transition to
IFRS. As a result of these procedures, Monadelphous has graded impact areas as either high, medium or
low and has established a dedicated project team 1o addyess the areas in order of priority as represented by
the gradings. An IFRS steering committee has been established to oversee the process and make necessary
decisions. As Monadelphous has a 30 June year end, priority has been given to considering the preparation
of an opening balance sheet in accordance with AASB equivalents to IFRS as at | July 2604, This will
form the basis of accounting for Australian equivalents of IFRS in the future, and is required when
Monadelphous prepares its first fully 1FRS compliant financial report for the year ended 30 June 2006. Set
out below are the key areas where accounting policies will change and may have an impact on the financial
report of Monadelphous. At this stage, the company has not been able o reliably quantify the impacts on
the financial report.

Classification of Financial Instruments

Under AASB 139 “Financial Instruments: Recognition and Measurement”, financial instruments will be
reguired 1o be classified into one of five categories which will, in turn, determine the accounting treatment
of the item. The classifications are: loans and receivables — measured at amortised cost; held to maturity —
measured at amortised cost; held for trading measured at fair value with fair value changes taken to net
profit and loss; available for sale — measured at fair value with fair value changes taken to equity; and non-
trading liabilities — measured at amostised cost. This will result in a change in the current accounting policy
that does not classify financial instruments. Current measurement is a¢ amortised cost. The {uture financial
effect of this change in accounting policy is not yet known as the classification and measurement process
has not yet been fully compieted.

Impairment of Assets

Under the Australian equivaleni to 1AS 36 “Impairment of Assets” the recoverable amount of an asset is
determined as the higher of net selling price and value in use. This will result in a change in the group’s
current accounting policy which determines the recoverable amount of an asset on the basis of undiscounted
cash flows. Under the new policy, it is likely that any impairment of assets may be recognised sooner and
that the amount of any write-downs may be greater. Reliable estimation of the future financial effects of
this change in accounting policy is impracticable because the conditions under which impairment will be
assessed are not yet knowa.

Share Based Payments

Under AASB 2 “Share Based Paymenis”, the company will be required to determine the fair value of
options issued to employees as remuneration and recognise an expense in the Statement of Financial
Performance. This standard is not limited 1o options and also extends to other forms of equity based
remuneration. 1t applies to all share-based payments issued afier 7 November 2002 which have not vested
as at | January 2605. Reliable estimation of the future financial effects of this change in accounting policy
is impracticable as the details of future equity based remuneration plans are uaskaown.

Income Taxes

Under the Australian equivalent to IAS 12 “Income Taves”, the company will be required to use a balance
sheet liability method with focuses on the tax effects of fransactions and other eveats that affect amounts
recognised in either the Statement of Financial Position or a tax-based balance sheet. The most significant
impact will be the recognition of a deferred tax liability in relation to the asset revaluation reserve.
Previously, the capital gains tax effects of asset revaluations were not recognised. [t is not expected that
there will be any further material impact as a result of adoption of this standard.
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CORPORATE GOVERNANCE STATEMENT

The Board of Directors of Monadelphous Group Limited (Monadelphous) is responsible for the corporate
governaace of the consolidated entity. The Board guides and monifors the business and affairs of
Monadelphous on behall of the shareholders by whom they are elected and 1o whom they are accountable.

The format of the Corporate Governance Statement has changed in comparison 1o the previous year due 1o
the introduction of the Australian Stock Exchange Corporate Governance Council’s {the Council’s)
“Priaciples of Good Corporate Governance and Best Practice Recommendations™ (the Recommendations).
In accordance with the Council’s recommendations, the Corporate Governance Statement snust now contain
certain specific information and must disciose the extent of which the company has followed the guidelines
during the pericd. Where a recomsmendation has not been followed, that fact must be disclosed, together
with the reasons for the departure. Monadelphous® Corporate Governance Statement is now structured with
reference to the Corporate Governance Councit’s principles and recommendations which are as follows:

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

Priaciple 3: Promote ethical and responsibie decision making
Principle 4: Safeguard integrity in financial reporting

Principle 5: Make timely and balanced disclosure

Principie 6: Respect the rights of shareholders

Principle 7: Recognise and manage risk

Principie 8: Encourage enhanced performance

Principle 9: Remusnerate fairly and responsibly

Principle 10: Recognise the legitimate interests of stakeholders

Monadelphous® corporate governance practices were formalised throughout the year ended 30 June 2004
and comply in all material respects with the Council’s best practice recommendations.

For further information on corporate governance policies adopied by Monadelphous Group Limited refer to
our website:

www.monadel.com.au

Structure of the Board

The skills, experience and expertise relevant to the position of director held by each director in office at the
date of the annual report is included in the Directors’ Report on page 5. Directors of Monadeiphous are
considered 1o be independent when they are independent of management and free from any business or
other relationship that could materially interfere with — or could reascnably be perceived to materially
interfere with — the exercise of their unfetiered and independent judgement.

In the context of director independence, “materiality” is considered from both the company and individual
director perspective. The determination of materiality requires consideration of both quantitative and
qualitative elements. An item is presumed to be quantitatively immaterial if it is equal or less than 5% of
the appropriate base amount. If is presumed to be material (unless there is gualitative evidence to the
conirary) if it is equal to or greater than 10% of the appropriate base amount. Qualitative factors considered
include whether a relationship is strategically importané, the competitive landscape, the nature of the
relationship and the coniractusal or other arrangements governing it and other factors which point to the
actual ability of the director in question to shape the direction of the company’s loyaliy.

In accordance with the definition of independence above, and the materiality thresholds set,
Mr P. I. Dempsey is considered to be an independent director.

There are procedures in place, agreed by the Board, 1o enable direciors, in furtherance of their duties, to
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seek independent professional advice at the company’s expense.
The Board believes that while the Chairman is not independent and a majority of the directors are not
independent, the current composition of the Board and its combined skills and capability, best serve the

interests of the shareholders.

The term in office held by sach director in office at the date of this report is as follows:

C. G. B. Rubino 14 years {Executive Director)
R. Velletri 12 years {Executive Director)
I. Tollman 12 years {Non-Executive Blirector)
P. }. Dempsey 1 year (Non-Executive DPHrector)

Nomination Cemmitice

The Board has established a nomination committee, which will meet half-yearly to ensure that the Board
confinues to operale within the estabiished guidelines, including when necessary, selecting candidates for
the position of director. The nomination committee comprises of two executive directors and one non-
executive director. Members of the nomination committee throughout the yvear were:

C. (5. B. Ruabino {Chairman)
R. Velletri
P. J. Dempsey

For details of directors’ aftendance af meetings of the nomination committee, refer o page 11 of the
Directors’ Report.

Audit Commitice

The Board has established an audit committee, which operates under a charter approved by the Board. It &
the Board’s responsibility to ensure that an effective internal control framework exists within the entity.
This includes internal controls to deal with both the effectiveness and efficiency of significani business
processes, the safeguarding of assets, the maintenance of proper accounting records and the reliability of
financial information as well as non-financial considerations such as the benchmarking of operational key
performance indicators. The Board has delegated responsibility for the establishment and maintenance of a
framework of internal conirol and ethical standards for the management of the consolidated entity 1o the
audit committee.

The commiitee also provides the Board with additional assurance regarding the reliability of financial
information for inclusion in the financial reports. The audit committee comprises of two non-executive
directors and one executive director. The members of the audit commitiee during the year were:

P. I Dempsey {Chairman)
C. G. B. Rubino
I. Tollman

Qualifications of audit commiitee members

P. }. Dempsey has over 30 years experience in the management of risks associated with the industry in
which we operate.
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C. G. B. Rubino has significant experience in the management of Monadelphous having served as the
managing director of Monadelphous for 13 years.

I. Tollman has significant experience in the management of Monadelphous having served as the finance
director of Monadeiphous for 11 years.

For details on the number of meetings of the audit committee held during the year and the attendees at those
meetings, refer 1o page 11 of the Directors’ Report.

Performance

The performance of ithe Board and key executives is reviewed regularly against both measurable and
qualitative indicators. During the reporting period, the nomination commitice conducted performance
evaluations which involved an assessment of the Board’s and each key executives performance againsé
speciflic and measurable qualitative and guantitative performance criteria. The performance criteria against
which the Board and executives are assessed is aligned with the financial and non-financial objectives of
Monadelphous. Directors whose performance is consistently unsatisfactory may be asked 1o retire.

Remuneration

It i the company’s objective to provide maximum stakeholder benefit from the retention of a high guality
Board and executive team by remuserating direciors and key executives fairly and appropriately with
reference to relevant employment market conditions. To assist in achieving this objective, the remuneration
committee links the nature and amount of executive directors” and officers” emoeluments to the company’s
financial and operational performance. The expecied outcomes of the remuneration structure are:

*  Retention and motivation of key executives
" Attraction of guality management to the company
*  Performance incentives which allow executives to share the rewards of the success of Monadelphous.

For details on the amount of remuneration and all monetary and non-monetary components for each of the
six {non-director) executives during the year aad for ali directors, refer to page 9 of the Direciors’ Report.
In relation to the issuing of options, discretion is exercised by the Board, having regard to the overall
performasnce of Monadelphous and the performance of the individual during the period.

There is no scheme o provide retirement benefits, other than statutory superannuation, to directors.

The Board is responsible for determining and reviewing compensation arrangements for the directors
themselves and the executive team. The Board has established a remuneration committee, comprising two
executive directors and one non-executive director. Members of the remuneration committee throughout
the year were:

C. (5. B. Ruabino {Chairman)
R. Velletri
I. Tellman

For details on the number of meetings of the remuneration commitiee held during the year and the attendees
at those meetings, refer to page 11 of the Direciors” Report.



