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MONADELPHOUS GROUP LIMITED 1
CHAIRMAN’S REPORT

Monadelphous Group Limited has recorded an outstanding financial result for the year ended June 30,
2605,

Profit after tax for the year was up 95% to $16.7 million from a 77% increase in sales revenue to $390.6
miflion. Earnings before interest, tax, depreciation and amortisation were $29.2 miilion, up 81% on the
previous corresponding period. Earnings per share increased 50% to 21.1 cents per share {on a post share
split basis).

Foilowing approval by shareholders at a General Meeting held on May 31, 2605, the Company’s shares
were split in the ratio of four fully paid ordinary shares for each existing fully paid share on issue. The
share split i expected to increase the Hquidity of Monadelphous shares to the benefii of all shareholders.
All financiad information in this annual results announcement, including historical imnformation, is therefore
provided on a post share split basis (unless stated otherwise).

The Board has declared a final dividend of 9 cents per share fully franked, taking the full yvear’s dividend to
19.25 cents per share fully franked. The full year dividend includes the special dividend of 5 cents per share
that was paid in Masch 2605, The final dividend will be paid to shareholders on September 16, 2605, with
the record date for entitlemenis being September 9, 2005.

In the interim report to shareholders, the Board flagged its intention to pay further special dividends in
addition to its established policy of paying 60% to 70% of afier tax profit as normal dividends. Based on
forecast strong trading conditions and a healthy balance sheet, and subject to unforeseen events, the Board
has confirmed its intention fo pay special dividends together with its final dividends for the 2005/06 and
2606/07 financial years.

The year’s exceptional performance reflects a surge in sales revenue from the execution of an increasing
aumber of major engineering construction and indusirial services confracts in a very buoyant resources
sector. Record levels of resource development activity have continued to provide numerous opportunities
with most customers undergoing major expansions of their operations.

The Company has continued fo capitalise on its reputation as one of Australia’s leading resource
development contractors, rapidly expanding its capacity and capability throughout the year in response to
increasing customer demand. The second halfl of the year continued the trend set in the first half with
workioad levels expected to at least continge at current levels for the 2005/06 financial year.

Engineering Construction Division Performance

The Engineering Construction division has undergone rapid expansion with revenues surging 137% to $239
miflion from a number of increasingly larger construction contracts associated with some of Australia’s
major resource development projects.

Major construction contracts completed or substantially completed inciuded:

*  Siructural, mechanical and electrical construction works for the expansion of Comaleo’s bauxite
operations at Weipa in Queensland;

* The design and construction of coal handling facilities for Xstrata’s Rolleston Coal Project in
Queensiand;

*  Siructural and mechanical works including the installation of a new iron ore rail car dumper for Rio
Tiato’s Dampier Port Upgrade project in Western Australia;

*  Siructural and mechanical works for the Burrup Fertiliser Ammonia Plani in Karratha, Western
Australia; and
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*  Major expansion of Rio Tinto’s Yandi iron ore plant in the north west of Westera Austratia.
(Other major construction contracts won and underway include:

*  Major expansion of iron ore stock yards associated with Rio Tiato’s Dampier Port Upgrade project in
Western Australia;

*  Construction of the Sulphuric Acid Plant associated with BHP Billiton’s Ravensthorpe Nickel Project
in Western Australia; and

»  Extension of stockpile capacity at the BHP Billiton Miisubishi Alliance (BMA) Hay Point Coal
Terminal in Queensland.

Subsequent to the end of the reporting pericd, the Company won further work in the iron ore industry,
securing a $65 mitlion contract with BHP Billiton Iron Ore for construction work associated with the Rapid
Growth Project 2 at the Nelson Point and Finucane 1sland port facilities in Port Hedland, Western Australia.

The division has rapidly grown its management slructure and resources in response fo ihe increased
customer demand. 1t has successfully produced record growth whilst enhancing its excellent service
delivery record. Most pleasing was the division’s health and safety performance with the achievement of
over oae million man-hours lost time injury free.

Maintenance and Indusfrial Services Division Performance

Revenues from the Maintenance and Industrial Services division increased 26% to $151 million with
growth being experienced in most of the division’s operations. The division confinued to develop its
revenue base by securing a number of new long-term contracts and new major customers.

In particular, the Company achieved significant growih in the Queensland market following the
establishment of a long-tersm contract at the new Comalco Alumina Refinery in Gladstone as well as being
selected as preferred contractor to provide mechanical services at Comaleo’s Boyne Smelter, also in
{ladstone.

(ther highlights of the reporting period include:

* Retention of all major contracts with confract extensions secured with Chevron at Barrow Island in
Western Australia and Alean at the Gove Alumina Refinery in the Northern Territory;

v Successful completion and close out of the general services coniract associated with Woodside
Energy’s North West Shelf LNG4 expansion project in Karratha, Western Australia;

»  Commencement of site operations for the provision of minor capital works at BHP Billiton’s Worsley
Alumina Refinery in the south west of Western Australia;

*  The award and commencement of a fong term contract for the provisioa of maintenance services at
Hismelt steel operations in Kwinana, Wesiern Australia;

*  The selection as preferred contractor for a major maintenance shutdown contract for Incitec Pivot at
their Gibson Island works in Brisbane; and

*  Substantial growth of the Company’s subsidiary, Skystar Airport Services, with new contracts secured
with Malaysian Airlines and Value Air in Perth and establishment of operations at Brisbane airport.

In May 2005, the Company announced it had acquired Queensland based electrical and instrumentation
Company MIE (Murray Instrumentation and Electrical). The acquisition is aimed ai diversifying and
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growing the Maintenance and Iadustrial Services division, as well as broadening the Company’s services
capability.

Management, Development and Safety

The Company coatinued to advance its corporate development during the year with significant progress
made in the development of the Company’s management structure, personnel and systems fo support the
rapidly growing business.

In line with the substantial increase in workload, the Company also significantly upgraded aad expanded its
consiruction plant and equipment fleet with significant capital expendiiure on major heavy lit cranage and
other key field construction equipment.

Skilled labour shortages continue to constrain capacity and will continue to provide a major challenge for
the broader construction industry. Staff recruitment and retention strategies have been a major focus for the
Company during the year and will continue to be a maior management issue for some time.

The Company’s health and safety performance was alse pleasing, with a 20% reduction in the fotal case
injury frequency rate recorded for the year. During the year, the Company’s health and safety improvement
program focussed on the development of upgraded safety management systems and improvements in front
line management and employee training.

Outlook

A booming market coupled with a strong competitive position continues to provide the Company with a
positive outlook.

Monadeiphous will continue to enjoy its broad exposure to the resources sector with record levels of
investment in project developments forecast for at least the next two to three years. In particular, a vast
range of major iron ore and coal development projects in Westera Australia and Queensland, respectively,
are expected fo continge to provide the Company with significaat opportuaities.

Whilst forward workload projections indicate that revenues should inerease for the 2005/06 financial vear,
revenues will be subject to timing of projects and resource constraints. Careful and selective matching of
capacity with the availability and timing of projects is a key management issue in this environment.

The Company will continue to pursue growth of its recurring revenue base with further market expansion
and development plansed for the Maintenance and Industrial Services division. A strong core market
together with the expansion into elecirical and instrumestation services from the MIE acquisition will
provide further revenue growth opporiuaities. Advanciag our long-term strategies for more diversified and
recurring revenue streams through acquisitions will also continue to be explored.

Managing and controlling growth remains the challenge. Skiil and resource shortages make for a volatile
cost envirenment and prudent management of the consequent commercial risks is required fo ensure that
costs remain under control.

Johsn Rubino
Chairman
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FINANCIAL SUMMARY 2000 - 2005

2008 2004 2003 2002 2001 206400
57000 $ 000 5600 $000 5600 $’600
Revenue from ordinary activities 394 497 223,415 244 891 155,622 136,820 161,188
Profit from ordinary activities
before income tax expense 23,873 12,153 10,130 6,848 5,608 9297
Income tax expense 1215 3.625 3,060 2,075 2,218 3,716
Profit from ordinary activities after
income tax expense 16,658 8,328 7,070 4773 3,390 5,581
Basic earnings per share* 21.45¢ 11.13¢ 9.55¢ 6.50¢ 4.80¢ 8.40¢
Inferim dividends per share (fully
franked)* 525¢ 2.73¢** 2.00¢ 1.38¢ 1.38¢ 3.25¢
Special dividends per share (fully
franked) 5.00¢ - - - - -
Final dividends per share (fully
franked)* 9.00c  4.75c** 4.25¢ 2.13¢ 1.00¢ 6.75¢
Net tangibie asset backing per
share* 55.09¢ 50.25¢ 45.75¢ 38.00c 35.00¢ 36.00¢
Total equity and reserves 46,092 39,271 34,100 27,795 25,589 20,049
Depreciation 3,171 4,230 5,236 5,152 4,454 4431
Return on equity (%) 36.1 21.7 26.7 17.2 13.2 27.8
EBITDA margin (%) 7.5 7.3 6.3 7.8 7.7 8.6

* Comparative figures have been restated to account for the effect of the one-to-four share split that was
approved by shareholders in General Meeting on 31 May 2005, The share split took effect from 1 June
2005. The restatement has been caleulated by proportionately adjusting the number of shares on issue at
the relevant reporting date in line with the terms of the share split.

** The nterim dividend and final dividead for the year ended 30 June 2004 have been restated as described
above. The interim dividend per share as disclosed in the Financial Report for the year ended 30 June 2004
was 11 cents per share. The final dividend per share as disclosed in the Financial Report for the year ended

36 June 2004 was 19 cents per share.
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DIRECTORS” REPORT

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

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

Chairman

Appointed 18 January 1991

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

39 years experience in the construction and engineering services
indusiry

Managing Director

Appointed 26 August 1992

Mechanical Engineer, Corporate Member of the Institution

of Engineers Australia

Appointed as Managing Director on 30 May 20063

26 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

14 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

Civil Eagineer, Fellow of the Iastitution of Engineers Australia
32 years experience in the consiruction industry

No director has held a directorship of any public company for the past three years.

COMPANY SECRETARY

Charles Roland Giles Everist

Company Secretary and Chiefl Financial Officer

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

11 years experience in the resources, construction and engineering
services industries
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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 Options over
Ordinary Shares

C. G. B. Rubino 8,004,600 Nil
R. Velletri 1,400,600 1,000,000
I. Tollman 756,152 Nil
P. I Dempsey 48,000 Nil
EARNINGS PER SHARE
Cents
Basic Earnings Per Share 21.15
Diluted Earnings Per Share 20.64

DIVIDENDS PAID OR PROPOSED

Cents 3000
Final dividends proposed
* on ordinary shares 9.00 7,190
Dividends paid in the yvear:
Current year interim plus special
* on ordinary shares ¥ 10.25 8,115
Final for 2004 shown as recommended in the 2004 report
s on ordinary shares * 4.75 3,721

* Figures have been restated 1o account for the effect of the one-to-four share split that was approved by
shareholders in General Meeting on 31 May 2005. The share split took effect from 1 Juae 2005. The
restatemnent has been calculated by propottionately adjusting the dividends per share in line with the terms
of the share split.

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 controiled during the financial year (refer note 11¢(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 construct
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Mamtenance and Indusirial 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

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, Mt 1sa 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 vear.

Emplovees

The consolidated entity emploved 1,740 employees as of 30 June 2005 (2004: 1,539 employees).
OPERATING AND FINANCIAL REVIEW

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:

2005 20064

$’000 $7000
Revenue from services 390,564 220,760
Profit from ordinary activities after income tax 16,658 8,528

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.

On 3 May 2605, Monadelphous Group Limited announced that it had acquired 100% of the voting share
capital of MI & E Holdings Pty Ltd, an ualisted Ausiralian Company specialising in the provision of
electrical and instrumentation services. MI & E Holdings is a leading instrumentation and electrical
supplier to heavy industry throughout Australia, New Zealaad and South East Asia.

On 31 May 2065, shareholders in General Meeting voted 1o approve the directors recomsmendation of a
one-to-four share split. The share split took effect from 1 June 2005,
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SEGNIFICANT 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.

Subseqguent fo the end of the reporting period, the Company won further work in the iron ore industry,
securing a $65 mitlion contract with BHP Billiton Iron Ore for construction work associated with the Rapid
Growth Project 2 at the Nelson Point and Finucane 1sland port facilities in Port Hedland, Western Australia.
On 22 August 2085, the directors of Monadelphous Group Limited declared a final dividend on ordinary
shares in respect of the 2005 financial year. The total amount of the dividend is $7,189,957, which
represents a fully franked dividend of 9 cents per share. This dividend has not been provided for in the

36 June 2005 Financial Reporl.

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 relevani
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 6,430,060 unissued ordinary shares under options as follows:

. 1,580,000 options to take up one crdinary share in Monadelphous Group Limited af an issue price of
$0.42. The opticns expire on 31 January 2006.

. 156,600 options to take up one ordinary share in Monadelphous Group Limited at an issue price of
$0.71. The options expire between 31 January 2006 and 31 January 2007.

. 206,600 options to take up one ordinary share in Monadelphous Group Limited at an issue price of
$1.14. The opticns expire between 31 January 2606 and 31 January 2068,

. 4,506,000 options to take up one crdinary share in Monadelphous Group Limited af an issue price of

$1.95. The options expire between 31 January 2007 and 31 January 2009.

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 issued as a result of the exercise of options
During the financial year, employees and directors have exercised the option te acquire 1,004,000% fully

paid ordinary shares at a weighted average exercise price of $0.49%. No options have been exercised since
the end of the finaacial year.
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Shares issued as a result of the exercise of options {coni’d)

* Figures have been restated to account for the effect of the one-to-four share split that was approved by
shareholders in General Meefing on 31 May 2005. The share split took effect from 1 June 2005. The
restaternent has been caleulated by proportionately adjusting the number of shares issued and the weighted
average exercise price in line with the terms of the share split.

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 insuyrance contract premiums paid was $61,699 (2604: $40,951).

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.

REMUNERATION REPORT

This report outlines the remuneration arrangemenis in place for the directors and executives of
Monadelphous Group Limited.

Remuneration philosophy

The performance of the company depends upon the quality of its directors and executives. To prosper, the
company must attract, motivate and retain highly skilled directors and executives.

To this end, the company embodies the principles of providing competitive rewards to attract high calibre
executives, and the linkiag of executive rewards 1o shareholder value, in its remuneration framework.

Remuneration commiftiee

The Remuneration Committee of the Board of Bxireciors of the company is responsible for determining and
reviewing compensation arrangements for the directors and the execstive management team.

The Remuneration Commitiee assesses the appropriateness of the nature and amount of remuneration of
directors and the executive management team on a periodic basis. This assessment is made with 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.
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Remuneration structure

In accordance with best practice corporate governance, the structure of non-executive director and
execytive management remuneration is separate and distinet.

Non-executive director remunerafion
Objective

The Board seeks to sef aggregate remuneration at a level which provides the company with the ability to
attract and retain directors of the highest calibre, whilst incurring a cost which is acceptable io shareholders.

Struciure

The Constitution and the ASX Listing Rules specify that the aggregate remuneration of non-executive
directors shall be determined from fime to time by a general meeting. An amount not exceeding the amount
determined is then divided between the directors as agreed. The latest defermination was at the Annual
General Meeting held oa 26 November 2003 when shareholders approved an aggregate remuneration of
$106,000 in the ‘not to exceed sum’ paid to non-executive directors.

The amount of aggregate remuneration sought fo be approved by sharehoiders and the manner in which it &
appoertioned amongst directors is reviewed annually. The board considers the fees paid to non-executive
directors of comparable companies when undertaking the annual review process.

Non-executive directors have long been encouraged by the board to hold shares in the company (purchased
by the director on-market). It is considered good governance for directors to have a stake in the company.

The remuneration of non-executive directors for the period ending 30 Jurne 2005 is detailed in Table 1 on
page 12 of this report.

Executive director and executive management remuneration
Objective

The company aims to reward executives with a level and mix of remuneration commensurate with their
position and responsibilities within the company and so as to:

*  Align the interests of executives with those of sharehoiders;

»  Ensure total remuneration is competitive by market standards.

Struciure

In determining the level and make-up of executive remuneration, the Remuneration Committee considers
market levels of remuneration for comparable executive roles when making its recommendations io the
Board.

Remuneration consists of a fixed remuneration element and variable remuneration elements in the form of
Short Term and Long Term Incentives.

The proportion of fixed remsmeration and variable remuneration is established for each member of the
executive management team by the Remusneration Committee. Tables 1 and 2 on page 12 of this report
detail the variable component (%) of the executive directors and the five most highly remunerated members
of the executive management leam.
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Fixed remuneration
Objective

The fevel of fixed remuneration is set so as to provide a base level of remuneration which is both
appropriate io the position and competitive in the market.

Fixed remuneration is reviewed anaually by the Remuneration Committee and the process consists of

company-wide, business unit and individual performance, relevant comparative remuneration in the market
and interaally, and where appropriate, external advice on policies and practices.

Structure
Executive ieam members are given the opportuaity 1o receive their fixed (primary) remuneration in a
variety of forms including cash and {ringe benefits. It is intended that the manner of payment chosen will be

optimal for the recipient without creating undue cost for the company.

The fixed remuneration component of the executive directors and the five most highly remunerated
members of the executive management team is detailed in Tables | and 2 on page 12 of this report.

Variable Remuneration — Short Term Incentive (§TI)

Objective

The objective of the STI program is to link the achievement of the company’s operational targets with the
remuneration received by the executives charged with meeting those targets. The total ST1 is set at a level
50 as fo remunerate the senior manager for achieving the operational targets and such that the cogt to the
company is reasonable in the circumstances.

Structure

(O an annual basis, after consideration of performance against KPls, an overall performance rating for the
company and each individual Business Unit is approved by the Remuneration Committee. The individual
performance of each executive is also rated and all three are taken into account when defermining the

amount, if any, of the short-term incentive payment made fo each executive.

The aggregate of anaual 5Tl payments available for execufives across the company is subject to the
approval of the Remuneration Committee. Payments made are usually delivered as a cash bonus.

Variable Remuneration — Long Term Incentive (LTI)
Objective

The objective of the LTI plan is o retain and reward the members of the executive management team in a
manner which aligns this element of remuneration with the creation of shareholder wealth.

Struciure

ETE grants to executives are delivered at the discretion of the Remuneration Committee ia the form of
options.

Options grasted as part of director and executive remuneration for the year ended 30 June 2005 are detailed
in Note 26 {&) on page 56 of the Financial Statements. All executives are eligible to participate in the
Monadelphous Group Limited Option Plan.
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Company Performance

A review of the company’s performance over the last six years hag been provided on page 4 of this report.

Table 1: Director Remuneration for the year ended 30 June 2005

Primary Benefits Post Fmployment Lquity Other Tetal
Salary & Non Cash 871 Retitement Options
Fees Monetary Superannuat Benefirs LTI
HOE
. Gl B Rabino® 2005 259,909 “ - 11,562 B - 36f.561
2604 280 999 - - 11,040 - - 300 999
R. Velletri® 2005 317697 B HELG0O 11,562 B 46878 386,137
2004 297,504 B - 11,0060 B 35865 344 461
1. Folimane* 261158 27,500 “ . “ “ . 27 501}
2004 22917 B - B B 4,198 27115
P I Dempsey™™ 2005 43060 B - B B - 45 [}
{4 40,130 “ . “ “ . 44 {HN}

*  Denotes Executive Director
** Denotes Non-Executive Director

Table 2: Remuncerafion of the five named execative officers who receive the highest remuneration for
the year ended 30 June 2005

Primary Benefits Post Employment Equity Other Total
Salary & Not Cash 871 Retitement Options
Fees Manetary Superariuat Benefits LTI
HME
3 Fou 2005 247429 B 20606 11,562 B 24276 363,261
2004 220,149 “ - 11,0060 “ F7.933 258 082
3 Mukch 2005 216,133 B 4.6006 11,562 B 19285 248 980
2004 197,960 B - 11,0060 B F7.933 226,893
A Erdash 2005 228822 B 4.6006 11,562 B 22,313 270,897
2004 211765 B - 11,0060 B 19,695 242 A04
M. fansen 2005 206,508 B 4.6006 11,562 B 19285 239355
2004 184479 “ - 11,0060 “ F7.933 2134182
(3. Everist 2005 21686 B 4.6006 11,562 B 14,367 235615
2004 183,919 “ - 11,0060 B 2,524 197 443




MONADELPHOUS GROUP LIMITED 13
DIRECTORS’ REPORT (continued)

Table 3: Options granted as part of remuneration for the yvear ended 36 June 2805 (in accordance

with L'FI plan)

Grant Dase Grant Number Yest Value per Exercised %o of

option at grant Nuabhey remuneration
date
R. Velletri IVOL2005 HEHLG0 ILAE2009 5116 H.46%
{3 Foti IVOL2005 320,060 ILAE2009 5116 4.38%
{3 E Muich IVOL2005 200,060 ILAE2009 5116 3.34%
AL Erdash IVOL2005 200,060 ILAE2009 5116 3.07%
M. fansen IVOL2005 200,060 ILAE2009 5116 3.4T%
(3. Everist IVOL2005 200,060 ILAE2009 5116 3.53%
Notes

The terms ‘directors’ and ‘officers’ have been treated as mutually exclusive for the purpose of this
disclosure. Executives are those directly accountable and responsible for the operational management and
strategic direction of the company and the consolidated entity. The elements of emoluments have been
determined on the basis of the cost to the company and the consolidated entity.

From 1 July 2083, options granted as part of director and executive emoluments have been valued using a
Binomial option-pricing model, which takes account of factors including the opiion exercise price, the
current level and volatility of the underlying share price, the risk-free interest rate, expected dividends on
the underlying share, current market price of the underlying share and the expected life of the option.

Fair values of options
The fair value of each option issued during the current and previous years is estimated on the date of grant

asing a Binomial option-pricing medel. For 2003 the Black-Scholes option-pricing model was utilised. The
following weighted average assumptions were used lor grants made in January 2005, 2004 and 2003:

2005 20604 2003
Dividend yield 5.50% 5.73% N/A
Expected volatility 20.00% 18.61% 46.8%
Historical volatility 20.00% 18.61% 46.8%
Risk-free interest rate 5.12% 5.65% 5.8%

Expected life of opiion 25% - 2 years
25% - 3 years

506% - 4 years

253% - 2 vears
25% - 3 vears

50% - 4 vears

23% - 2 years
25% - 3 years

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 reflects the assumption that the
historical volatility is indicative of future trends, which also may not necessarily be the actual outcome.
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Fair values of opfions {cont’d)

The resulting weighted average fair values for these options vesting after 1 July 2064 are:

Number Grant Date Final Vesting Date Fair Value Per Option
2,370,000 31/01/2002 31/01/2006 $0.16

200,000 13/01/2003 31/01/2007 $0.16

206,000 29/01/2004 31/01/2008 $0.69
4,500,000 31/01/2003 31/01/2009 $0.26

Currently, the fair values of options are not recognised as expenses in the financial statemnents. However,
should these grants be expensed, they would be amortised over the vesting periods resulting i an increase
in employee benefits expense of $301,603 for the 2005 financial year (2004: $125,047). 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 vear

and the number of meetings attended by each direcior were as follows:
Meetings of Committecs

Birectors’ Audit Remuneration Nomination
Meetings

Number of meetings held: il 2 1 1

Number of meetings attended:

C. G. B. Rubino 11 2 1 1

R. Velletri 11 - 1 1

I. Tollman i1 2 1 -

P. J. Dempsey 1] 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. 1. Dempsey {¢) C. G. B. Rubino {c) C. (G. B. Rubino (¢)
C. (. B. Rubino R. Velletri R. Velletri

I. Tollman I. Tollman P. ). Dempsey
Note:

{¢) Designates the chairman of the commitiee.
ROUNDING
The amounts contained in this report and in the financial report have been rounded 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.
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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 fax sharing
agreement and as a resuli the head entity of the tax consolidated group recognises all income tax expense,
fuiure tax benefits and current and deterred tax liabilities of the group.

CORPORATE GOVERNANCE

In recognising the need Tor the highest standards of corporate behaviour and accountability, 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.

AUDITOR INDEPENDENCE AND NON-AUDIT SERVICES

The direciors received the following declaration from the asditor of Monadelphous Group Limited.

-’?—ll g g&{g“f& %/{:}QN@ # The Yo & You_ng‘ Hueiteding [ RIS

Lok [ A

S0 T adR 5y
Pty VA G843

Auditor’s Independence Declaration to the Directors of Monadelphous Group Limited

In relation to our audit of the financial report of Monadelphous Group Limited for the financial year ended
30 June 2005, to the best of my knowledge and belief, there have been no coniraventions of the auditor
independence requirements of the Corporations Act 2001 or any applicable code of professional conduct.

STO

Ermst & Young

G H Meyerowitz
Partner
22 August 2005
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NON-AUDIT SERVICES

The following non-audit services were provided by the entity’s auditor, Emst & Young. The directors are
satisfied that the provision of non-audit services is compatible with the general standard of independence
for auditors imposed by the Corporations Act. The nature and scope of each type of non-audit service
provided means that auditor independence was not compromised.

Ernst & Young received or are due o receive the following amounts for the provision of non-audit services:
*=  Tax compliance services $92.500
*  Accounting advice $20.,000

Signed in accordance with a resolution of the direciors

C. ;. B. Rubino
Chairman
Perth, 22 August 20035
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Independent audit report to members of Monadelphous Group Limited

Seope

The financial report and direciors’ 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 30 June 2005,
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 Accouniing Standards in Australia, 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 deteci fraud and error, and for the accounting policies and accounting estimates inherent in the
financial report.

Audit approach

We conducted an independent audit of the financial report in order to express an opinion on it to the
members of the company. Our audit was conducted in accordance with Ausiralian Auditiag 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, inciuding compliance with Accounting Standards in Australia,
and other mandatory financial reporting requirements in Australia, a view which is 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 operatioas and cash flows.

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

. examining, on a test basis, information to provide evidence supporting the amounts and disclosures
in the financial report; and

. assessing the appropriateness of the accounting policies and disclosures used and the
reasonableness of significant accounting 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.
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Independence

We are independent of the company, and have met the independence requirements of Australian
professional ethical pronouncements and the Corporations Act 2001, We have given to the directors of the
company a written Auditor’s Independence Declaration. In addition to our audit of the financial report, we
were engaged to undertake the services disclosed in the notes to the financial statements. The provision of
these services has nof impaired our independence.

Audit opinion
In our opinioa, the financial report of Monadelphous Group Limited is in accordance with:
{a)  the Corporations Act 2061, including:

(1) giving a true and fair view of the financial position of Monadelphous Group Limited and
the consolidated entity at 30 June 2605 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

{b} other mandatory financial reporting requirements in Australia.

Mk

Ermst & Young

G H Meyerowitz
Partner

Perth

22 August 2005
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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 2065 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.

2y This declaration has been made after receiving the declarations required to be made to the directors in
accordance with section 295A of the Corporations Act 2001 for the period ended 30 June 2005.
3 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 11 will be able fo meel 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. ;. B. Rubino

Chairman
Perth, 22 August 20035
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STATEMENT OF FINANCIAL PERFORMANCE

YEAR ENDED 36 JUNE 2005

Nofes Consolidated Monadelphous Group

Limited
2005 2004 2065 2004
$000 $7000 $7000 $006
REVENUES FROM OPERATING
ACTIVITIES 2 396,564 220,760 - -
Cost of services rendered 3{a) 354,425 199,250 - -
GROSS PROTTF 36,139 21,516 - -
(Other revenue from ordinary
activities 2 3,933 2,655 20,0606 16,080
Borrowing costs 3(a) 1,081 482 - -
Business development and tender costs 3,51 3,166 - -
Oecupancy costs 540 473 - -
Administrative costs 12,280 7.891 4306 556
Share of net profits of joint venture
accounted for usiag the equity method 8 1,293 - - -

PROTFF FROM ORDINARY ACTIVITIES
BEFORE INCOME TAX EXPENSE 23,873 12,153 19,570 15,524
INCOME TAX EXPENSE RELATING TO
ORDINARY ACTIVITIES 4 7,215 3,625 7,218 3,625
NET PROFIT FROM ORDINARY
ACTIVITIES AFTER INCOME TAX
EXPENSE ATTRIBUTABLE TO
MEMBERS OF MONADELFHOUS
GROUP LIMITED 18{c) 16,658 8,528 12,355 11,899
TOTFAL CHANGES IN EQUITY OTHER
THAN THOSE RESULTING FROM
TRANSACTIONS WiITH OWNERS AS
OWNERS ATTRIBUTABLE TO
MEMBERS OF MONADELPHOUS
GROUP LIMITED 16,658 8,528 12,355 11,899
Basic earnings per share
{cents per share) 24 21.15 11.13
Diluted earnings per share
{cents per share) 24 20.64 10.88

Franked dividends per share
{cents per share) 3 19.25 7.50
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STATEMENT OF FINANCIAL POSITION

YEAR ENDED 30 JUNE 2005
Nofes Consolidated Monadelphous Group
Limited
2005 2064 2005 2004
$000 $7000 $°0060 $'000

CURRENT ASSETS
Cagh assets 22,237 15,864 22,294 15,853
Receivables 6 51,283 45,164 I -
Fnveniories 9 4,771 1,141 - -
(Other 10 118 486 - -
TOTAL CURRENT ASSETS 78,409 62,655 22,295 15,853
NON-CURRENT ASSETS
Receivables 6 - - 123,435 88,652
Oither financial assets Tl - 332 9310 5,699
Property, plant and equipment 12 31,940 19,567 - -
Deferred tax assets 4 4,836 3.548 4,836 3,548
Goodwill 7 2,679 - - -
Investmenis accounted for using the equity

method 8 341 - - -
TOTAL NON-CURRENT ASSETS 39,196 23,447 137,581 57,899
TOTAL ASSETS 117,605 86,102 159,876 113,752
CURRENT LIABILITIES
Payables 13 35,417 28,084 588 244
Interest bearing liabilities 14 5,717 2,786 - -
Current tax liabilities 4 3,517 1,271 3,517 1,271
Provisions 15 13,158 9,138 - -
TOTAL CURRENT LIABILITIES 57,809 41,299 4,105 1,515
NON-CURRENT LIABILITIES
Interest bearing liabilities 14 11,805 4,472 - -
Non-interest bearing liabilities 16 - - 125,644 84,988
Provisions 15 1,202 723 - -
Deferred tax liabilities 4 697 337 697 337
TOTAL NON-CURRENT
LIABILITIES 13,704 5,532 126,341 85,325
TOTAL LIABILITIES 71,513 46,831 130,446 86,840
NET ASSETS 46,092 39271 29,430 26,912
EQUITY
Coniributed equity 17 20,303 18,304 24,303 18,304
Reserves 18 1,293 1,293 3,907 3,907
Retained profits 18 24,496 19 674 5,220 4,701

TOTAL EQUITY 46,092 39,271 29,430 26,912




MONADELPHOUS GROUP LIMITED
STATEMENT OF CASH FLOWS
YEAR ENDED 30 JUNE 2005

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 19{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 investimenis

Payment for controlied entities 19%e)

NET CASH FLOWS FROMAUSED IN}
INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING
ACTIVITIES

Advances from conirolied eatities
Dividend paid

Proceeds from issue of shares
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 19(b)

Consolidated Monadelphous Group
Limited
2005 2064 2005 2004
$000 $7000 §$70060 $006
384,354 167,295 - -
{336,953) (174.886) - (1.313)
1,163 738 - 50
{1,081) (482) - -
236 245 732 -
(17,352) {12,255) - -
{6,385) (4.079) (6,385) (4.079)
23,982 6,576 (5,653) (5.342)
- 396 - 596
2,534 1,076 - -
(3,597) (2,002) - -
- (506) - {506)
{328) - (328) -
{1,391) (836) {328) 90
- - 23,762 8,381
(11,836) (5,434) {11,836) (5.434)
496 2,677 496 2.0977
(84) (75) - -
{4,794) (2,538) - -
(16,218) (5.970) 12,422 5,024
6,373 (230) 6,441 {228)
15,864 16,094 15,853 16,081
22,237 15,864 22,294 15,853
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
30 JUNE 2005

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 entities, which Monadelphous Group Eimited controlled from
time lo time during the year and at the 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.

&) Foreign currency transaction

Translation of foreign currency transactions

Transactions in foreign currencies of enfities within the consolidated eniity are converted to local currency
at the rate of exchange ruling at the date of the transaction.

Foreign currency monetary items that are outstanding ai the reporting date (other than monetary items
arising uader foreign currency contracts where the exchange rate for that monetary item is fixed in the
coniract) are translated using the spot rate at the end of the financial year.

¢} 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.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (cont’d)
30 JUNE 2005

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

3] Trade and ofher receivables

Trade receivables are recognised and carried at original invoice amount less a provision for any
ancollectable debis. An estimate for doubiful 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.

o) Inventories

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

k) Investments

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

i) Recoverable amount

Non-current assets are not carried at an amount above their recoverable amount and where carrying values
exceed this recoverable amount assets 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.

b 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:

2005 2004
#  Buildings 40 years 40 years
»  Plant and equipment 3 to 15 years 3¢0 15 years

k) Leases

Peages 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 itemn to the congolidated 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 i also recognised.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (cont’d)
30 JUNE 2005

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

The cost of improvements to or on leasehold property is capitalised, disclosed as leasehold improvements,
and amortised over the unexpired period of the lease or the estimated useful lives of the improvements;
whichever is the shorter.

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.

) Joint ventures

Interest in joint veature partnerships is carried at the lower of the equity-accounted amoust and recoverable
amount in the consolidated financial report.

m) Intangibles
Goodwill
Goodwill represents the excess of the purchase consideration over the fair value of identifiable net assets

acquired at the time of acquisition of a business or shares in a controlled entity.

Goodwill is amortised on a straight-line basis over the period during which benefits are expected to be
received. This is taken as being 5 years.

1) Trade and other payables
Liabilities for trade creditors and other amounis are carried at cost which is the fair value of the
consideration to 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 accrual basis.

0} Inferest bearing liabilities

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

™ Provisions

Provisions are recognised when the consolidated entity has a kegal, equitable or constructive obligation to
make a future sacrifice of economic benefits to other entities as a result of past transactions or other past
events, it is probable thal 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.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (cont’d)
30 JUNE 2005

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

r} 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 outcome caanof 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.

8) Taxes

Income tax

Tax-effect accounting is applied using the Hability method whereby income tax 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 benefit relating to tax losses and fiming differences is not carried forward as 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 2063, The Australian Tax Office has been formally notilied 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:

s 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 ag part of
the expense item as applicable; and

» receivables and payables are stated with the amount of GST included.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (cont’d)
30 JUNE 2005

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

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 Statement of Cash Flows on a gross basis and the GST 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.

1) Employee benefits

Provision is made for employee benefits accumulated as a result of employees rendering services up to the
reporling 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 1o
be made in respect of services provided by employees up to the reporting date. In determining the present
value of future cash outflows, the market yield as at the reporting date on national goverament bongds,
which have terms to maturity approximating the terms of the related liability, are used.

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

* wages and salaries, non-monetary benefits, and compensated absences; and
s 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 25 is not being charged as an
employee benefit expense.

u) Coustruction coniracts

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.

v} 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
element.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (cont’d)
30 JUNE 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)
Diluted EPS is calculated as net profit attributable to members, adiusted for:

s costs of servicing eguity (other than dividends);

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

+ other non-discretionary changes in revenues or expenses during the period that would result from the
dilution of potential ordinary shares;

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

w)  Comparatives

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

A one-to-four share split was approved by shareholders in General Meeting on 31 May 2605, The share
split ook effect from | June 2005. The necessary restatements have been caleulated by proportionately
adjusting the number of shares and options on issue at the relevant reporting date, and the exercise price of
the optioas, in line with the terms of the share split.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (cont’d)
30 JUNE 2005

Nofes Consolidated Monadelphous Group
Limited
2005 2064 2065 2004
$000 $7000 $7000 $006
2. REVENUES FROM ORDINARY
ACTIVITIES
Revenues from operafing activities
Revenue from services 394,564 220,760 - -
Other revenue from ordinary activities
Proceeds on disposal of non-curreat assets
- Land and buildings 1,412 257 - -
- Plant and equipment 1,122 819 - -
Interest received
- Wholly owned conirolled entity - - - 50
- Other 1,163 738 - -
Brividend received - - 24,000 15,434
- Wholly owned conirolled entity
Other income 236 245 - -
Proceeds from disposal of listed
investments - 596 - 596
Total revenues from non-operating
activities 3,933 2,655 20,0406 16,080
Total revenues from ordinary activities 394,497 223,415 20,604 16,080
3. EXPENSES AND LOSSES/{GAINS)
(a} Expenses
Cost of services rendered 354,425 199,250 - -
Depreciation of non-current assets
- Buildings 235 257 - -
- Plant and equipment 4,936 3,973 - -
Total depreciation of non-current assets 5,171 4,230 - -
Borrowing costs expensed
- Hire purchase charges 1,072 467 - -
- Interest expense
- Other persons/corporations 9 15 - -

Total borrowing costs expensed 1,081 482 - -
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30 JUNE 2005

30

3. EXPENSES AND LOSSES/{GAINS)
{cont’d)

Bad and doubtful debis

- Trade debtors

Operating lease rental

- Minimum lease payments

Empioyee benefits expensed
Diminution in the value of investmenis
Write down in the value of investments
Amortisation of goodwill

(b} Losses/(Gains)

Net gain on disposal of property, plant and
equipment

- Land and buildings

- Plant and equipment

Net gain on digsposal of listed investment
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%

Add/(less) tax effect of permanent

differences:

- Dividends received from subsidiary

- Other items {net)

- Exempt income

- Fransfer of tax consolidation balances to
head entity

- {Owver)/under provision of previous year

Income tax expense atiributable to ordinary
activities

Deferred tax assets and liabilities

Current tax payable

Future income tax benefit — non-cusrrent

Provision for deferred income lax —
non-cusrent

Consolidated Monadelphous Group
Limited
2005 2064 2005 2004
$ 000 $7000 $a60 $006
292 1,116 - -
1,979 1,584 - -
3,527 {199) - -
- 174 - 174
332 - 332 -
189 - - -
{668) (16) - -
{669) (613) - -
- (296) - {296)
7,162 3,646 5,871 4,657
- - {6,000) (4,630)
34 23 - -
) {(4) - -
- - 7,344 3.598
28 (46) - -
7,215 3.625 7,215 3.625
3,517 1,271 3,517 1,271
4,836 3,548 4,836 3,548
697 337 697 337
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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.

Notes Consolidated Monadelphous Group
Limited
2005 2064 2065 2004
$000 $7000 $7000 $006
5. DIVIDENDS PAID OR PROVIDED
FOR ON ORDINARY SHARES
(a} Dividends paid during the year
(i} Current year interim plus special
Franked dividends (16.25 cents per
share) (2004: 2.75 cents per share) 8,115 2,156 8,115 2,150
(iij Previous year final
Franked dividends (4.75 cents per
share) (2004: 4.25 cents per share) 3,721 3,284 3,721 3,284
(b) Dividends proposed and not
recognised as a liability
Franked dividends (9.00 cents per
share) (2004: 4.75 cents per share) 7,190 3,721 7,190 3,721

(¢) Franking credit balance

The amount of franking credits available
for the subsequent financial yeay are:
- franking account balance as at the

end of the {inancial year 11,802 10,143 11,8602 10,143
- franking credits that will asise from

the payment of income tax payable

as at the end of the financial yeay 3,517 1.271 3,517 1,271
- franking credits that wiil arise from

the receipt of dividends from

subsidiary companies - - - -
- franking debits that will arise from

the payment of dividends as at the

end of the finaacial year {3,081) {1,593) (3,081 (1,593)

12,238 9,819 12,238 9,819

The tax rate at which paid dividends have been franked is 30% (2004: 30%). Dividends payable will be
franked at the rate of 30% (2004 30%).
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Nofes Consolidated Monadelphous Group
Limited
2005 2064 2005 2004
$2 0060 $7000 $7060 $'000
6. RECEIVABLES
CURRENT
Trade debtors 6(a) 51,977 40,766 - -
Less allowance for doubtful debis {1,148) {987) - -
50,829 39,773 - -
Other debiors 6{a) 454 5.391 1 -
51,283 45,164 1 -
NON-CURRENT
Amounts other than trade debis, receivable
from related parties
Wholly owsed group
- controiled entities 6(a),28 - - 123,435 88,652

(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 28

7. GOODWILL

At cost 2,268
Accumulated amortisation {189) - - -

2,079 - - -
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Balance Date
8. INVESTMENT ACCOUNTED
FOR USING EQUITY METHOD

(a} Interest in Joint Venture Partnership

MBFjv 30 Jupe
FMSIV 31 December

The perceniage ownership interest in each of the joint veniures has not been disclosed due to the
commercial sensitivigy thereof.

() Principal activities

MBFiv Provision of maintenance services for Olympic Dam copper granizm mine and processing
plant facilities at Roxby Downs, Scuth Australia.

FMSIV Provision of certain asset management support services for an alumina refinery at
Gladstone, Queensland.

Consolidated
2005 2064
$000 $7000
{if)  Share of the joint venture partnerships’® profits
Share of the joint venture partnerships’
- revenues 19,351 -
- expenses (18,058) -
- net profits 1,293 -
(ifi) Carrying amount of investments in joini
venture partnerships
Balance at the beginning of the
financial year - -
- share of joint venture partaerships’ net
profits for the financial vear 1,293 -
- distributions received from joint
venture partnerships {952) -
- share of joint venture partnerships’
reserve increments/{decrements) - -
Balance at the end of the financial vear 341 -
(iv)  Share of joint venture partnerships’
assets and liabilities
Current assets 3,940 -
Non-cusrent assets - -
Current liabilities {3,905) -

Non-current liabilities - -
Net assets 35 -
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Consolidated
2005 2064
$000 $7000
8. INVESTMENT ACCOUNTED FOR
USING EQUITY METHOD (cont’d)
(v} Retained profits of the consolidated
entity attributable to the joint venture
parinership
Balance at the beginning of the
financial year - -
Share of the joint venture partnerships’
profits (net of tax) 1,293 -
Distribution received from joint venture
partnerships {952) -
Balance at the end of the financial year 341 -
(vi) Reserves of the consolidated entity
atiributable to the joint veniure
partnerships
Balance at the beginning of the
financial year - -
Share of the joiat venture partnerships’
reserves - -
Balance at the end of the financial year - -
Notes Consolidated Monadelphouns Groap
Limited
2005 2064 2065 2004
$ 000 $7000 $060 $7000
0. INVENTORIES (CURRENT)
Construction work in progress
Cost to date plus profit recognised 320,710 159,870 - -
Consideration received and receivable ag
progress billings {329,335) (171,103) - -
Retentions 1,181 337 - -
(7,444) {10,896)
Amounts due to customers 9(a),13 12,215 12,637 - -

4,771 1,141 - -

(a) Advances received for construeiion work not
yet commenced is recognised as a current
liabitity. Refer note 13.
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Nofes Consolidated Monadelphons Group
Limited
2005 2064 2005 2004
$7000 $7000 §$°00660 $'000
H. OTHER {CURRENT)}
Prepaymenis 118 486 - -
1i. OTHER FINANCIAL ASSETS
{NON-CURRENT}
Shares
- listed at cost 1¥{a) - 306 - 506
Allowance for diminution - {174) - {(174)
- 332 - 332
Controlled entities at cost 11{b} - - 9,310 5,367
- 332 9,310 5,699

(a) Quoted market value of shares listed on a
prescribed stock exchange at balance date:
Listed shares - 332 -

(]
Lad
]

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 Incorporation consolidated entity Investment
2605 2004 2005 2004
Yo % $060 $ 000

Chief Entity:

Monadelphous Group Limited

Controlled entities of Monadelphous Group Limited:
*Monadelphious Engineering

Associates Pty Lid Australia 160 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 Py Lid Australia 160 160 342 342
*Monadelphous Workforce Pry Lid Australia 160 160 50 50
*MBF Workforce Pty Lid Australia 160 160 - -
*M1 & E Holdings Pty Ltd Australia 160 - 3,943 -
MIE-PNG Papua New Guinea 100 - - -

9,318 5,367
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1i. 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, zudit and publication of
accounts. As a condition of the Clags Order, Monadelphous Group Limited and the controlied entities
subject to the Clags Order, enfered into a deed of indemunity on 12 April 1995, 3 July 2601 and 30 June
2005. The effect of the deed is that Monadelphous Group Limited has guaranteed to pay any deficiency
in the event of winding up of these conirolied entities. The controlled entities have also given a similar
guarantee in the event that Monadeiphous Group Limited is wound up. The Statements of Financial
Performance aad Position of the Closed Group are not materiatly different from the consolidated entity.

Nofes Consolidated Monadelphous Group
Limited
2005 2004 2065 2004
$0060 $7000 $060 $006
12. PROPERTY, PLANT AND
EQUIPMENT
Freehoeld land
- At cost 12{c) 1,610 1,909 - -
Buiiding on freehold fand
- Af cost 6,146 6,620 - -
- Accumulated depreciation {2,222) (2,263) - -
12{c) 3,924 4,357 - -
Leasehold improvements
- Af cost 46 - - -
- Accumulated amortisation {3) - - -
12{c) 41 - - -
Total fand and buildings 124a) 5,575 6.266 - -
Plant and equipment
- At cost 29,698 29.647 - -
- Accumulated depreciation (22,758) {23,550) - -
12{c) 6,940 5,497 - -
Plant and equipment under hire purchase
- At cost 24,433 10,316 - -
- Accumulated amortisation {5,008) {2,512) - -
12{c) 19,425 7.804 - -
Total plant and equipment 26,365 13,301 - -

Total property, plant and equipment 31,940 19,567 - -
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Nofes Consolidated Monadelphous Group
Limited
2005 2064 2005 2004
$ 000 $7000 $a60 $006

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

(a}  Recent valuations
As al 30 June 26035, based on current market
conditions, the directors have valued interesis in land

and buiidings as follows:

Frechold land 2,500 2,500 - -
Buildings 6,500 6,500 - -

These valuations have been based upon independent valuations previously obtained. Such valuations are
performed on an open market basis, being the amounts for which the assets could be exchanged between a
knowledgeable, willing buyer and a knowledgeable, willing seller in an arm’s fength 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 (2004: $410,000) for the consolidated
entity.

(b} Assets pledged as secarity

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

Notes Consolidated Monadelphous Group
Limited
2005 2064 2065 2004
$000 $7000 $7000 $006
Asgsets pledged as security 19,425 7.804 - -
(¢)  Reconciliations
Reconciliations of the carrying amounts of
freehold fand and buildiags on freehold land,
plant and equipment, leasehold
improvements and plant and equipment
under hire purchase at the beginning and end
of the current and previous financial year.
Freehold land
Carrying amount at the beginning of the year 1909 1,995 - -
Disposals {299) (86) - -

1,610 1,909 - -
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Nofes Consolidated Monadelphous Group
Limited
2005 2064 2065 2004
$000 $7000 $7000 $006
12. PROPERTY, PLANT AND
EQUIPMENT (cont’d}
Buildings on frechold tand
Carrying amount at the beginning of the year 4,357 4,640 - -
Additions 242 72 - -
Disposals {445) (110) - -
Depreciation expense {230) (245) - -
3,924 4,357 - -
Plant and equipment
Carrying amount at the beginning of the year 5,497 5,589 - -
Additions 2,746 1.930 - -
Additions through acquisitions 610 - - -
Assets transferred 421 512 - -
Disposals {453) (205) - -
Depreciation expense {1,881) (2,329 - -
6,940 5,497 - -
Leasehold improvements
Carrying amount at the beginning of the year - 64 - -
Disposals - (52) - -
Additions 46 - - -
Depreciation expense {5) {12) - -
41 - - -
Planr and eguipment under hive purchase
Carrying amount at the beginning of the year 7.804 7,423 - -
Additions 15,097 2,537 - -
Assets transferred {421) (512) - -
Depreciation expense {3,055) (1,644) - -

19,425 7,804 - -
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Nofes Consolidated Monadelphous Group
Limited
2005 2064 2065 2004
$000 $7000 $7000 $006
13. PAYABLES (CURRENT)
Trade creditors 13(a) 18,561 13,266 - -
Advances on construction work in progress 9 12,215 12,637 - -
Sundry creditors and accruals 13{a) 4,641 2,787 588 244
35,417 28,084 588 244

(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

14. INTEREST BEARING

LIABILITIES
CURRENT
Hire purchase liability — secured 14{a},20 5,626 2,693 - -
Bank loan — secured 14(a) 91 93 - -
5,717 2,786 - -
NON-CURRENT
Hise purchase liability — secured 14(a),20 11,805 4,396 - -
Bank loan — secured 14¢a) - 82 - -
11,805 4,472 - -

(a} Terms and conditions

{iy  The bank loan is repayable monthly
with the final instalment due in June
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 discousnt rate implicit in the
hire purchase is 6.62%. The hire
purchase liability is secured by a
charge over the hise purchase assets.
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Nofes Consolidated Monadelphous Group
Limited
2005 2064 2065 2004
$000 $7000 $7000 $006
15. PROVISIONS
CURRENT
Empioyee benefits 25 6,874 3.826 - -
Workers’” compensation 13(a) 5,854 4,902 - -
Public liability 15(b) 430 430 - -
13,158 9,158 - -

(a} Workers’ compensation

It is customary for all entities within the Construction and Engineering industry 1o be covered by workers®
compensation insurance. Payments under these policies are calculated differently depending on which state
of Australia the entity is operating in. Premiums are generally calculated based on actual wages paid and
claims experience. Wages are estimated af 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
estimated amount. The amount of each payment varies depenrding on the number of incidents recorded
during each period and the severity thereof. The policies are closed out after a four-year period through
aegotiation with the relevant insurance company. The provision has been created to cover the expecied
costs associated with closing out each insurance policy and s adjusted accordingly based on the actual
payroll incurred and the severity of incideats that have occurred during each period.

(b} Public Hability

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

Notes Consolidated Monadelphous Group
Limited
2008 2005
$000 000
(¢©) Movements in provisions
fi} Workers compensation
Carrying amount af the beginniag of
the year 4,902 -
Additional provision 2,683 -
Amounts utilised during the year (1,731} -

Carrying amount at the end of the
financial year 5,854 -
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Notes Consolidated Monadelphous Group
Limited
2005 2005
$ 000 5000

15. PROVISIONS {cont’d)

(iii  Public liability
Carrying amount af the beginniag of
the year 430 -
Additional provision - -
Amounts utilised during the year - -

Carrying amount at the end of the

financial year 430 -
Nofes Consolidated Monadelphous Group
Limited
2005 2004 2065 2004
$000 $7000 $7000 $006
NON-CURRENT
Employee benefits 25 1,202 723 - -
16. NONINTEREST BEARING
LIABILITIES
Amounts payable to controlled entities 28 - - 125,644 84,988
17. CONTRIBUTED EQUITY
Issued and paid up capital
Ordinary shares fully paid 24,303 18,304 241,303 18,304
(a} Movementis in shares on issue
2008 2064
Number of $7 060 Number of $7000
shares shares
Beginning of the financial year 78,164,408 18,304 74,556,408 16,227
Fssued during the year
- Exercise of employee options 1,684,000 496 3,608,000 2,077
- Acquisition consideration 720,000 1,503 -
End of the financial year 79,888,408 20,303 78,164,408 18,304

A one-to-four share split was approved by shareholders in General Meeting on 31 May 2605, The share
split ook effect from | June 2005. The necessary restatements have been caleulated by proportionately
adjusting the number of shares and options on issue at the relevant reporting date, and the exercise price of
the optioas, in Hine with the terms of the share spiit. The number of shares on issue as at 30 June 2004, as
stated in the 30 June 2004 Financial Report, was 19,541,102,
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17. CONTRIBUTED EQUITY {conti’'d)

(by Share options
Ontions aver ordinary shares

Puring the financial year, 4,500,606 options were issued over ordinary shares. 25% of these options are
exercisable between 1 January 2007 and 31 January 2007 af an exercise price of $1.95. A further 25% of
the options are exercisable between | Jansary 2008 and 31 January 2608 at the same exercise price, with
the balance of 50% of these options exercisable between 1 January 20609 and 31 January 2009 at the
exercise price of $1.95.

At the end of the year there were 6,430,600 (2004: 2,934,008) unissued ordinary shares in respect of which
options were outstanding (Note 25).

(¢)  Terms and conditions of contributed equity

Ordinary 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.

Nofes Consolidated Monadelphous Group
Limited

2005 2064 2005 2004

$7000 $7000 §$°00660 $'000
18. RESERVES AND RETAINED

PROFITS
Capital profits reserve 18(a) 678 678 - -
Asset revaluation reserve 18(b} 615 615 3,907 3,907
1,293 1,293 3,907 3,907

Retained profits 18{c) 24,496 19.674 8,224 4,701

(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 - -
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Nofes Consolidated Monadelphous Group
Limited
2005 2064 2005 2004
$ 000 $7000 $a60 $006

18. RESERVES AND RETAINED PROFITS
(cont’d)

(b}  Asset revaluation

(i} Nanwre and prrpose of reserve
The asset revaluation reserve was
used to record increments and
decrements in the value of non-
current assets. The reserve can be
used to pay dividends in fimited
circumstances.

(i) Movements in reserve
Balance at end of year 615 615 3,907 3,907

(¢) Retained profits

Balance at the beginning of the year 19,674 16,580 4,701 (1,764)
Net profil atiributable to members of

Monadelphous Group Limited 16,658 8,528 12,355 11,899

Total available for appropriation 36,332 25,108 17,056 10,135

Dividends paid (11,836) (5,434) {11,836) (5.434)

Balance at end of year 24,496 19,674 5,220 4,701
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Nofes Consolidated Monadelphous Group
Limited
2005 2004 2065 2004
$000 $7000 $7000 $006
19. STATEMENT OF CASH FLOWS
(a} Reconciliation of nef profit after
tax to the net cash flows from
operations

Profit from ordinary activities after tax 16,658 8.528 12,355 11,899
Non cash items
Depreciation of non-current assefs 5,171 4,239 - -
Charges to provisions 4,480 402 - -
Write down in the value of investments 331 174 331 174
Profit on sale of property, plant and

equipment {1,337) (623) - -
Profit on sale of investments - {296) - {296)
Dividends received from subsidiary - - {20,600) {15.434)
Amortisation of goodwill 189 - - -
Changes in assets and liabilities
{Increase)/decrease in receivables {6,119) {22,222 1 -
{Increase)/decrease in prepayments 368 {181} - -
{Increase)/decrease in inventories {3,630) 7.989 - -
{Increase) in deferred tax assets {1,288) (65) (1,288) (3.494)
{Increase) in investment in joiat ventures {342) - - -
Increase in payables 6,897 9,029 344 201
Increase/{decrease) in fax provision 2,245 {722) 2,245 1,271
Increase in deferred tax liability 359 337 359 337
Net cash flows from/(used in) operating

activities 23,982 6,576 (5,653) (5.342)

(b} Reconciliation of cash

Cash balances comprises
- Cash at bank 22,237 15,864 22,294 15,853
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Nofes Consolidated Monadelphous Group
Limited
2005 2064 2005 2004
$7000 $7000 $7060 $'000
19. STATEMENT OF CASH FLOWS
(cont’d)
(¢) Financing facilities available
At balance date the following firancing
facilities had been negotiated and were
avaiiable
Total {acilities:
- Bank guaraniee and insurance bond 42,544 34,704 42,544 34,704
- Bank overdrafi 5,200 1,800 5,200 1,800
- Revolving credit 33,591 15,866 33,501 15,860
81,335 52,364 81,335 52,364
Facilities used at balance date:
- Bank guaraniee and insurance bond 18,183 16,366 18,183 16,366
- Revolving credit 17,522 7,258 17,522 7,258
35,705 23,624 35,705 23,624
Facilities unused at balance date:
- Bank guaraniee and insurance bond 24,361 18,338 24,301 18,338
- Bank overdrafi 5,200 1,800 5,200 1,800
- Revolving credit 16,069 8,602 16,0669 8,602
45,630 28,740 45,630 28,7460

(d) Non-cash financing and investing
activities

Hire purchase transactions:

During the year the consolidated entity
acquired plant and equipment by means of
hire purchase agreements with an aggregate
fair market value of $13,142,476 (2004
$2,536,613).
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19. STATEMENT OF CASH FLOWS {cont’d}
(e¢)  Acquisition of controlied entity
On 3 May 2005, Monadelphous Group Limited announced that it had acquired 100% of the voting share

capital of M1 & E Holdings Piy Ltd, an unlisied Australian company specialising in the provision of
electrical and instrumentation services. The components of the acquisition cost were:

£°000
Consideration
- shares issued 1,503
- cash paid 1,815
- cash deferred 506
Acquisition costs 25
3,843

By 30 June 2005, the deferred cash liability had not been paid and is payable subject 1o M1 & E achieving
certain financial targets.

Details of the acquisition are as follows:

570600
Fair value of net agsets acquired:
- cash 1,587
- frade debtors 2,972
- inventories 46
- other 62
- property, plant and equipment 610
- payables {1,634)
- employee provision {(627)
- other foans {1,341)
- fair value of net tangible assets 1,675
- goodwill arising on acquisition 2,268

3,943
Net cash effect
- Cash consideration paid 1,915
- Cash included in net assets acquired {1,587)

- Cash paid for purchase of conirolled
entity as reflected in the consolidated
statement of cash flows 328



MONADELPHOUS GROUP LIMITED

47

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (cont’d)

30 JUNE 2005

Notes Consolidated Monadelphous Group
Limited
2005 2004 2008 2064
$000 $7060 $000 $7000
20. EXPENDITURE COMMITMENTS
(a}  Hire purchase commitments
Payabie:
- Not later than one year 6,616 3.046 - -
- Later than one year bui not later than
five years 12,563 4,592 - -
Minimum fease payments 19,179 7,638 - -
Less future finance charges {1,748) {555) - -
17,431 7.083 - -
Current liability 14 5,626 2,693 - -
Non-current liability 14 11,805 4,390 - -
17,431 7,083 - -
(b}  Operating leases (non-cancellable)
Minimum fease payments
- Not later than one year 2,231 1.777 - -
- Later than one year but not later than
five years 5,158 1,988 - -
- Aggregate lease expenditure contracted
for at balance date but not provided for 7,389 3,765 - -
(¢)  Operating leases have an average lease
term of 3 years, and an average
commercial implicit interest rate.
Assets, which are the subject of
operating leases, include moftor
vehicles and properties.
21. CONTINGENT LIABILITIES
Guarantees given Lo various clients for
satisfactory contract performance 18,183 16,366 18,183 16,366

Monadeiphous Group Limited and ali controlied
entities marked * in Note 11 have entered ianto a
deed of cross guarantee pursuant to the ASIC
Clags Order made on 12 April 1995, 3 July 2001
and 30 June 2005 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
Monadeiphous Group Limited, being wound up.




MONADELPHOUS GROUP LIMITED

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (cont’d)

30 JUNE 2005

22. 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.

23. ECONOMIC DEPENDENCY

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

24. EARNINGS PER SHARE

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

Net profit after income tax

Earaings used in calculation of basic and diluted
earnings per share

No. of Shares
Weighted average sumber of ordinary shares on
isgue used in the calculation of basic EPS

Effect of dilutive securities
Share options

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

Conversions, calls, subscriptions or isgues after
36 June 20035

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

Notes

Consolidated
2005 2004
7000 $°600
16,658 8.528
16,658 3,528
2005 2004
No. No.
78,772,452 76,726,628
1,945,849 1,689,748
80,718,301 78,416,376
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Notes Consolidated
2005 2004
$P0060 $7000

25. EMPLOYEE BENEFITS AND
SUPERANNUATION COMMITMENTS

Employee benefits

The aggregate employee benefiis Hability is
comprised of

Accrued wages, salaries and oncosts

Provisions {current) 15
Provisions {non-current) 15

Equity Based Compensation Scheme

Monadelphous Group
Limited
2005 2004
$° 0060 $006

650 814 - -
6,874 3,826 ; .
1,202 723 ] -
8,726 5.363 - -

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 Commities of Monadelphous Group Limited. The options issued carry various terms and
exercising conditions. There are currently 1 director and 53 employees participating in these schemes.

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

as follows:
Balance at the beginning of the vear 25(a)
- Granied 25(b)
- Forfeited
- Exercised 25(c)

2005
Number of  Weighted
options average
exercise
price
2,934,000 $4.51
4,500,000 $1.95

{1,004,000) $0.49

2064
Number of Weighted
options average
exercise
price
7,090,000 $0.57
200,000 $1.14

(748,000) $0.60
(3,608.000) $0.58

Balance at the end of the year 25(d)

6,430,060 $1.52

2,934,600 $0.51
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25. EMPLOYEE BENEFITS AND SUPERANNUATION COMMITMENTS (cont’d)

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

The {ollowing table summarises information about options held by directors and employees as at 1 July

2604:
Number of Grant date Vesting date Expiry date Weighted average
opiions exercise price
164,000 01/07/2060 01/07/2064 31/07/2064 $0.77
796,000 31/01/2002 01/01/2005 31/01/2005 $0.42
1,580,000 31/01/2002 01/01/2006 31/01/2006 $0.42
56,000 13/01/2003 01/01/2005 31/01/2005 $0.71
56,000 13/01/2003 01/01/2006 31/01/2006 $0.71
106,000 13/01/20063 01/01/2067 31/01/2067 $0.71
56,000 29/01/2064 01/01/2006 31/01/2066 $1.14
56,000 29/01/2064 0170172067 31/0172067 $1.14
106,000 29/01/2064 01/01/2068 3170172068 81.14

(b} Options granied 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

Expiry date

20605
31/01/2065
258% - 01/61720607
25% - 01/61.20608
50% - 01/G61/20609

20605
25% - 31/61/2007
25% - 31/61/2008
50% - 31/61.20609

2004
29/61/2004
25% - 61/01/2006
25% - 61/01/2007
50% - 61/01/2008

2004
25% - 31/01/2006
25% - 31/01/2007
50% - 31/01/2008

Weighied average exercise price $1.95 $1.14
(¢)  Options exercised
§] The folliowing table summarises information about options exercised by directors and employees
during the year ended 30 June 2005:
Number Grant Exercise Expiry Weiphted  Proceeds  Number  Issue date Fair
of dafe date date average from of shares value of
Options exercise shares issued shares
price issued issued
164,600 GLOT2000  IVON2004 310772004 077 $126.650 164,000 ITAFT2004 $1.56
TOG,000 31012002 IVOU2G05 310172005 $0.42 $333.775 TO0G 31172005 $2.09
50,004 13012003 31012005 310172005 pS LN $35,300 56,000 I1A2005 $2.09
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ii}  The following table summarises information aboui options exercised by directors and employees
during the year ended 30 June 2004:

Number Grant Exercise Expiry Weiphted  Proceeds  Number  Issue date Fair
of date daie date average from of shares value of
Ogptions exercise shares tssued shares
price issued issued
1200000 24/1171998  24/1172003 2470172003 $i61 $I27.050  L206.000 2441172003 $116
Ja0000  24/41/1998 247112003 24711720483 $i61 $2I8 115 360,000 2171172003 $1.22
230000 24/41/1998  16110/2003 24711720483 $i61 $145.410 246,000 1671072003 113
600000 24/41/1998 11112003 24711720083 $i61 $363,525 666,000 PIFE1/2003 $1.23
248000 01/7/1999  IBA2003 310772003 $0.78 $193.440 248,000 ITAYTI2003 $1.96
TOO0G 012000 IVAO2003 0 310772003 077 $54,075 70,000 ITAYTI2003 $1.96
890,000 3140172002 3G/012004 0 310172006 $o.42 $376.025 896,000 J1A12004 $1.17

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.

(@)

Options beld as at the end of the reporting period:

The following table summarises information about options held by the employees as at 30 June 2005:

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

1,580,000 31/01/2002 01/61/2006 31/61/2006 $0.42
30,006 13/61/2003 01/61/2006 31/61/2006 $0.71
106,606 13/61/2003 01/01/2007 31/61/2607 $0.71
30,006 25/01/2004 01/61/2006 31/61/2006 $1.14
30,006 25/01/2004 01/01/2007 31/61/2607 $1.14
100,600 25/01/2004 01/01/2008 31/61/2008 $1.14
1,125,000 31/01/2005 01/01/2007 31/61/2607 $1.95
1,123,000 31/01/2005 01/01/2008 31/61/2008 $1.95
2,250,000 31/01/2005 01/61/2009 3176172009 $1.95

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 confributions 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.
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26. DIRECTOR AND EXECUTIVE DISCLOSURES
(a}  Details of Specified Directors and Specified Executives

(i} Specified Directors

C. G. B. Rubino Chairman

R. Velletri Managing Direcior

I. Tellman Director {Non-Executive)
P. }. Dempsey Director {Non-Executive)

(ii  Specified Executives

b. Foti General Manager, Engineering Construction Western Region

D. J. Muich General Manager, Engineering Construction Eastern Region

A. Erdash General Manager, Maintenance & ladustrial Services Western Region
M. Jansen General Manager, Maintenance & 1adusérial Services Eastern Region
(. Everist Chief Financial Officer and Company Secretary

(b} Remuneration of Specified Directors and Specified Executives
fi} Remuneration Policy

The Remuneration Commiitee of the Board of Directors of Monadelphous Group Limited is responsible for
defermining and reviewing compensation arrangements Tor the directors, the Managing Birector 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 1o receive their base emolument ina
variety of forms including cash and fringe benefits. It is intended that the manner of payment chosen will
be optimal for the recipient without creating undue cost for the company.

To assist in achieving these objectives, the Remuneration Comsmitiee 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.
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26. DIRECTOR AND EXECUTIVE DISCLOSURES (cont’d)

{iij Remuneration of Specified Directors and Specified Executives
Primary Past Emplayment Equity Other Total
Salary & Cash Non Superan-  Retirement  Options
Fees Bonuses  Monetary ration Benelits LTl
Specified Directors STt Benefiis

2084 280,999 Nii Nil 11,004 Nil Nil Nil 300,999

2004 257,596 Ni Nil 11,004 Nil 35,863 Nil 344,461

{. Tollman

2004 22,817 Nii Nil Nil Nil 4,198 Nil 27,115

2084 40,0800 Nit NH Nil Nil Nil Nil 40,060

Folal Remuneration: Specified Directors

2064 650,512 Nit Nil 22,006 Nil 441,063 Nil 712,575
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26. DIRECTOR AND EXECUTIVE DISCLOSURES (cont’d)

Primary Post Employment Eguity Other Total
Salary & Cash Non Superan-  Retirement  Options
Fees Bonuses Monetary nuation Benelity LTL
Specified Executives STt Benefits

D, Foti

2004 229,149 Nil Nil 11,8066 Nil 17,933 Nil 258,082
D. ) Muteh

2004 197,960 Nii Nil 11,004 Nil 17,933 Nil 226,893

2004 211,705 Nii Nil 11,004 Nil 19,695 Wit 242,400

M. Jansen

2K 184,479 Ni Nil 17,933 Nil 213,412

2084 183,919

11,000 2,524 197,443

Total Remuneration: Specified Executives

1 1138236

2064 1,607.212 Nit Nil 35,006 Nil 76018 Ni

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

During the financial year, options were granted as equity compensation benefils to certain and specified
executives as disclosed below. The options were issued for nil consideration. Each opiion entitles the
holder to subscribe for one fully paid ordinary share in the entity at an exercise price of $1.95. The options
may only be exercised over a period commencing fwo years after grant date and expire four years after
grant date. The options granted vest over a four year period based on the conditions stipulated in the
Employee Optioa Plan.



MONADELPHOUS GROUP LIMITED

55

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (cont’d)

30 JUNE 2005

26. 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 206,600
{50,060 31/01/058 $1.16 1.95 017012607 31012007
{30.0660 31/01/05 $1.16 1.95 G1/012608 31012008
304,060 31/61/05 $1.16 1.95 GLOE2608 31012009
Specified Executives
D, Foti HO6,0600
86,000 31/01/05 $1.16 1.95 GLOL2007 3012007
86,000 31/01/05 $1.16 1.95 0170172608 31012008
160,660 31/61/05 $1.16 1.95 GLOE2608 31012009
2. Mutch HO6,0600
56,000 31/01/05 $1.16 1.95 GLOL2007 3012007
56,000 31/01/05 $1.16 1.95 0170172608 31012008
100,660 31/61/05 $1.16 1.95 GLOE2608 31012009
A. Frdash HO6,0600
56,000 31/01/05 $1.16 1.95 GLOL2007 3012007
56,000 31/01/05 $1.16 1.95 0170172608 31012008
100,660 31/61/05 $1.16 1.95 GLOE2608 31012009
M. Jansen HOG.000
56,000 31/01/05 $1.16 1.95 GLOL2007 3012007
36,000 31/01/05 $1.16 1.95 0170172608 31012008
100,660 31/61/05 $1.16 1.95 GLOE2608 31012009
(. Everist
56,000 31/01/05 $1.16 1.95 GLOL2007 3012007
36,000 36108 $1.16 1.95 01612008 3012008
100,660 31/61/05 $1.16 1.95 GLOE2608 31012009
FTotal 604,000 1,720,060
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26. DIRECTOR AND EXECUTIVE DISCLOSURES (cont’d)

(d) Shares issued on exercise of remuneration options
Shares issued Paid Unpaid
Number $ per share § per share

Specified Directors
R. Velletri 200,000 0.42 -

Specified Executives

D. Foti 100,000 0.42 -
D. Mutch 100,000 0.42 -
M. Jansen 100,000 0.42 -
A. Erdash 100,000 0.56 -
Total 609,000

(e)  Opfion heldings of specified directors and specified executives

Balance at Greanted as Opgions Net Change  Balance st Vested at 30 June 2005
bBegineing Remuner- Exercised Other end of . N
of period ition period Toul ?\’ui Exercissble
exercisable
i July 2004 36 June
2085
Specified Directors
C. ¢G5 B. Rabing - -
R. Velletri HEH) G0 HEH) G0 {26000 - 1O06L,000
1. Tollman
P Dempaey
Specified Executives
{3 Foti 30 460 320,060 {160,000 - 320,000
{3 F Muich 30 060 20 400 {160,000 - HKE000
AL Erdash 350 460 20 400 {160,000} - 436,000
M. fansen 300 060 20 400 {16000} - HKE000
(3. Everist 200060 20060 - - HKLO00

Total 2050060 1,720,060 {60000} B 3170000
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26, DIRECTOR AND EXECUTIVE DISCLOSURES (cont’d)
(fy  Sharcholdings of specified directors and specified executives

Shares held in Balance Granted as On Exercise of Net Change Balance
Monadelphous 1 July 2804 Remuneration Options Other 36 June 2085
Group Limited

Specified Directors

C. G. B. Rubino 8,004 060 - - - £.004 006
R. Velletr 1300 060 - K00 (200 060 LA00.000
I. Tollman 756,152 . . . 756,152
P. ). Dempsey 24,000 - - 24,000 48,000

Specified Executives

D. Foti 1,054,816 . 100,000 - 1154816
D. i Mutch 265,660 . 100,800 (253 660 112,000
A. Erdash 46,000 . 100,800 {8 000 132,000
M. Jansen 374444 . 100,800 (118200} 356,244
G. Everist

Total 11.,919.012 . 01,000 {555 800} 11,963 212

(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.

Notes Consolidated Monadelphous Group
Limited
2005 2064 2005 2004

27. 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 110,200 95,406 7,504 5,000
- Other services in relation to the entity

and any other entity in the consolidated

enlity 112,500 135,445 - -

222,706 230,845 7,500 5,000
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28. RELATED PARTY DISCLOSURES
Wholly-owned group transactions

Loans

During the year, funds have been advanced between eniities within the consolidated entity for the purposes
of working capital requirements only. The aggregate of amounts due from wholly owned controlied entities
at balance date i $123,435,110 (2004: $88.652.299). Al loans are iniferest free and have no fixed
repayment date.

The aggregate amount payable by the parent entity to wholly-owned controiled enfities at the balance date
is $125,643,720 (2004: $84,987.892). The amounits are interest free and have no fixed repayment date.

Ultimate parent

Monadelphous Group Limited is the ultimate Australian holding company.

29. SUBSEQUENT EVENTS

There are no matlers or circumstances that have arisen since the end of the financial 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.

Subsequent to the end of the reporting pericd, the Company won further work in the iron ore industry,
securing a $65 mitlion contract with BHP Billiton lron Ore for construction work associated with the Rapid
Growth Project 2 at the Nelson Point and Finucane 1sland port facilities in Port Hedland, Western Australia.

On 22 August 2085, the directors of Monadelphous Group Limited declared a final dividend on ordinary
shares in respect of the 2005 financial year. The total amount of the dividend is $7,189,957, which
represents a fully franked dividend of 9 cents per share. This dividend has not been provided for in the
30 June 2005 Finaacial Statements.



MONADELPHOUS GROUP LIMITED AND CONTROLLED ENTITIES
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (cont’d)

30 JUNE 2005

59

30. FINANCIAL INSTRUMENTS

(a) Interest rafe risk

The consolidated entity’s exposure 1o interest rate risks and the effective interest rates of financial assets and financial liabilities, both recognised and

unrecognised, at balance date, are as follows:

FLOATING
INTEREST RATE

FINANCIAL INSTRUMENY

2004
£°000

(i) FINANCIAL ASSETS
Cash assets 15,804
Listed shares
Other debtors

Receivables — trade

Total Financial Assets 15,864

(i) FINANCIAL LIABILITHE
Payables
Interest bearing Habilities

Hire Purchase tability

Total Finuncial Liabilities

Fixed Interest Rate Maturing in:

I YEAR OVERI1TOS
OR LESS YEARS

82
4,39

MORE
THAN
5 YEARS

NON-INTERESY
BEARING

332

5,391
39,773
45,496

28,084

28,084

WEIGHTED
AVERAGE
EFFECTIVE
INTEREST RATE
TOTAL
2004 20604
$°000 %

15,864 475
332 N/A
5,391 N/A
39,773 N/A
61,360

28,084 N/A
175 6.79
7.083 H.39
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30. 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

20605 2604 2405 2004

$600 $7000 $600 $°000
(iy FINANCIAL ASSETS
Cash 22,237 15,864 22,237 15,864
Listed shares - 332 - 332
Other debiorg 454 5,391 454 5391
Receivables — trade 50,829 39,773 50,826 39773
Total Financial Assets 73,520 61,366 73,520 61,360
(i) FINANCIAL LIABILITIES
Payabiles 35417 28,084 35,417 28,084
Interest bearing Habilities 91 175 91 175
Hire Purchase liability 17,431 7,083 17,431 7,083
Total Financial Liabilities 52,9349 35,342 52,939 35,342

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 eatity’s maximum exposure to credit risk at balance date in relation to each class
of recognised finaacial assets is the carrying amount, net of any provision for doubiful debts, of
those assets as indicated in the Statement of Finaacial Position.

Concentration of credif risk

The consolidated entity minimises concenirations of eredit risk in relation to accounts receivable by
anderiaking transactions with a large number of customers within the resources and petrochemical
industries. However, all of the customers are concentrated in Australia.
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31. IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO IFRS

Monadelphous Group Limited is in the process of iransitioning its accousnting policies and financial
reporting  from  current Australian  Accounting Standards (AGAAP) to Ausiralian equivalents of
International Financial Reporting Standards (AIFRS) which will be applicable for the financial year ended
30 June 2006, In 2004, the company allocated internal resources and engaged expert consultants to conduct
impact assessments 1o identify key areas that would be impacted by the transition to AIFRS. As a resuli,
Monadeiphous Group Limited established a project team to address each of the areas in order of priority.
An AIFRS steering commitiee was established to oversee the progress of the project and make necessary
decisions. Priority has been given to the preparation of aa opening balance sheet in accordance with AIFRS
as at | July 2004, Monadelphous Group Limited’s transition date o AIFRS. This will form the basis of
accounting for AIFRS in the future, and is required when Monadelphous Group Limited prepares its firs¢
fully AIFRS compliant financial report for the vear ended 30 June 2006.

The proiect team is continuing its assessment of the impact of AASB 112 Income Taxes, and this
assessment will be completed by Brecember 2005.

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

The figures disclosed are management’s best estimate of the quantitative impact of the changes as at the
date of preparing the 30 June 2005 financial report. The actual effects of fransition to AIFRS may differ
from the estimates disclosed due to (a) ongoing work being underiaken by the AIFRS project team; (b)
potential amendments to AIFRSs and Interpretations thereof being issued by the standard-setters and
IFRIC; and (¢) emerging accepted praciice in the interpretation and application of AIFRS and UIG
Interpretations.

(a}  Adjustments to equity as presented ander AGAAP

To date, the following transition adjustments have been identified:

Notes Consolidated Monadelphous Group
Limited
30 June 1 July 36 June 1 July
2005 = 2004 * 2005%* 2604 *
$a60 $°000 $000 $°060
Adjustments to retained earnings (net of tax)
Write-back of goodwill amortisation (i) 189 - - -
Recognition of share-based payment expense (it) (202 (18) (202 (18
Adjustments to other reserves (net of tax}
Employee equity benefiis reserve (i1) 202 i8 202 18

* This column represents the adjustments as at the date of transition to AIFRS

** This column represents the adjusiments as at the dafe of transition fo AIFRS and those for the vear
ended 30 June 2005
(iy  Under AASB 3 Business Combinations, goodwiil would not be permitted to be amortised but instead
is subject to impairment iesting on an annual basis or upon the occurrence of triggers which may
indicate a potential impairment. Curreatly, the group amortises goodwill over 5 years.

(iiy  Under AASB 2 Share Based Payments, the company would recognise the fair value of options
granted to employees as remunerafion as an expense on a pro-rata basis over the vesting period in the
income statement with a corresponding adjustment fo equity. Share based payment costs are not
recognised under AGAAP.



MONADELPHOUS GROUP LIMITED AND CONTROLLED ENTITIES 62
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS (cont’d)
30 JUNE 2005

31. IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO IFRS (cont’d)
(a}  Reconciliation of equity as presented under AGAAP to that under AIFRS (cont’d)

(ifi)  Under AASB 112 Income Taxes, the Group, as at the date of acquisition, must recognise the fax
effect of fair value adjusiments in a business combination, which in turn would effect the amount of
goodwill recognised. Such deferred taxes are not recognised uader AGAAP. The project team is
continuing its assessment of the impact of AASB 112 Income Taxes, and this assessment wiil be
completed by December 2005, Management do not believe that this adjustment will be material.

{iv) AASB 112 Income Taxes requires the Group 1o use a balance sheet liability method, rather than the
current income statement method, which recognises deferred tax balances where there is a difference
between the carrving value of an asset or laability and its tax bage. This would result in the
recognition of a deferred tax liability in relation to revalued assets. Under AGAAP, the tax effects of
asset revaluations are not recognised and on fransition to AIFRS, there will be an increase in the
deferred tax liability of $123,000 as at { July 2004. The project team i continuing its assessment of
the impact of AASB 112 Income Taxes, and this assessment will be completed by December 2065,

{(v)y Under AASB 136 Impairment of Assets, the Group’s assets inciuding goodwill would be tested for
impairment as part of the cash generating unit to which they belong, and any impairment losses
recognised in the income statement. The project team is continuing its assessment of the impact of
AASB 136 Impairment of Assets, and this assessment will be completed by December 2005,

Management has decided to apply the exemption provided in AASB 1 First tisme Adoption of Australian
Equivalents to International Financial Reporiing Standards which permits entities nof to apply the
requirements of AASB 132 Financial Iastruments: Presentation and Disclosures and AASB 139 Financial
Instruments: Recognition and Measurement for the financial year ended 30 June 2005. The standards will
be applied from 1 July 2605, Monadelphous Group Limited i in the process of determining the impact that
adopting the standards would have on the financial statements of the Group.

(b} Adjustments to net profit as presented under AGAAP

To date, the following transition adjustments have been identified:

Nofes Consolidated Menadelphous Group
Limited
Write-back of goodwill amortisation {i) 189 -
Share-based payment expense {ii} {184) {184)

(iy  Under AASB 3 Business Combinations, goodwill is not permiited 1o be amortised but instead is
subject o annual impairment testing. Curreatly, the group amortises goodwill over its useful life of 5
years. Under the new policy, amortisation would no longer be charged, but goodwill would be
writien down to the extent it is impaired.

(i)  Under AASB 2 Share Based Payments, the company would recognise the faiy value of opiions issued
1o employees as remuneration as an expense on a pro-rata basis in the income statement. Share-based
payvment costs are not recognised under AGAAP. This would result in a decrease in profit from
AGAAP to AIFRS.

(¢) Restated AIFRS Statement of Cash Flows for the vear ended 30 June 2005

No material impacts are expected 1o the cash flows presenied under AGAAP on adoption of AIFRS.
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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 changed with the introduction of the Australian Stock
Exchange Corporate Governance Council’s {the Council’s) “Principles of Good Corporate Governance and
Best Practice Recommendations” (the Recommendations). In accordance with the Comnei’s
recommendations, the Corporate Governance Statement must now contain certain specific information and
must disclose the extent to which the company has followed the guidelines during the period. Where a
recommendation 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 Council’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.
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There are procedures in place, agreed by the Board, 1o enable direciors, in furtherance of their duties, to
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 #s combined skills and capability, best serve the

interests of the shareholders.

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

C. iG. B. Rubino 15 years {Executive Director)
R. Velletri 13 years {Executive Director)
I. Tollman 13 years {Non-Executive Blirector)
P. I Dempsey 2 years (Non-Executive BYirector)

Nominaiion Commitiee

The Board has established a nomination committee which will meet half-yearly, to ensure that the Board
confinues to operate within the established 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 vear were:

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

For details of directors’ aftendance af meetings of the nomination committee, refer ¢ page 14 of the
Directors’ Report.

Audit Commiitice

The Board has established an audit commiitee which operates under a charter approved by the Board. It is
the Board’s responsibility to ensure that an effective internal control framework exists within the entity.
This includes internal controls to deal with both the effectiveness and efficiency of signiflicant 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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CORPORATE GOVERNANCE STATEMENT (cont’d)

C. G. B. Rubino has significant experience in the management of Monadelphous having served as the
managing director of Monadeiphous for 13 years.

I. Tollman has significant experience in the management of Monadelphous having served as the finance
director of Monadelphous 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 14 of the Directors’ Report.

Performance

The performance of the Board and key executives is reviewed regularly against both measurable and
qualitative indicators. During the reporting period, the nomination committee conducted performance
evaluations which involved an assessment of the Board’s and each key executive’s performance against
specific and measurable qualitative and guantitative performance criteria. The performance criferia 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 remusnerating directors 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 structiure 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
five {non-director) executives during the year and for all directors, refer 1o page 12 of the Directors’ Report.
In relation to the issuing of options, discretion is exercised by the Board, having regard to the overall
performance of Monadelphous and the performance of the individual during the period.

There s no scheme to 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 aumber of meetings of the remuneration commitiee held during the year and the attendees
at those meetings, refer to page 14 of the Direciors” Report.



