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The directors of Downer EDI Limited submit
herewith the annual financial report of the
company for the financial year ended

30 June 2006. In order to comply with

the provisions of the Corporations Act 2001,
the directors report as follows:

Directors
The nameoviwneyJse Corporaubmit
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Directors’ Report continued

The chart below shows Downer EDI earnings (net profit/(loss) after tax) growth rate for each year over the last 5 years.

Earnings Growth 2002 - 2006

Year 2002 2003 2004 2005 2006

Growth Rate % 24% 18% 22% 28% (120%)

3. Directors’ remuneration

The maximum aggregate fees approved by shareholders that can be paid to non-executive directors is $800,000 per annum. This cap has
remained unchanged since 1998. The allocation of fees to non-executive directors within this remuneration pool is a matter for the board.
The allocation of fees has been determined after consideration of a number of factors including the time commitment of directors, the size
and scale of the company’s operations, the skill sets of board members, the quantum of fees paid to non-executive directors of comparable
companies, participation in committee work and other factors.

Fees for non-executive directors are fixed and are not linked to the financial performance of the company in any way. The board believes this
is necessary so that board members maintain their independence. In addition, non-executive directors do not receive any bonus payment nor
participate in any share or incentive plan operated for executives of the company.

The chairman receives a base fee of $175,000 per annum (inclusive of all committee fees) plus superannuation. Most of the other non-
executive directors receive a base fee of $100,000 per annum (where they are not entitled to a retirement benefit) and $70,000 per annum
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Income Statement

for the financial year ended 30 June 2006

Consolidated Company

2006 2005 2006 2005

Note $’000 $’000 $’000 $'000

Revenues 2 4,633,424 3,735,308 109,555 61,830

Other income 2 22,475 16,344 - 468
Share of net profits of associates and joint ventures accounted

for using the equity method 39 6,159 14,858 - -

Finance costs (57,515) (43,974) - -

Changes in inventories of finished goods and work in progress (81,866) (72,407) - -

Communication expenses (48,983) (23,076) (105) (101)

Employee benefits expense 2 (1,507,603) (1,100,776) (9,147) (9,613)

Occ570sye costs
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Consolidated Company

2006 2005 2006 2005
Note $’000 $000 $’000 $’000

Current assets
Cash and cash equivalents 44(a) 167,895 165,972 223 68
Inventories 9 173,566 173,745 - -
Trade and other receivables 10 948,765 940,445 415,692 328,705
Other financial assets 11 16,387 15,594 1,921 1,057
Current tax assets 12 18,421 8,954 15,295 -
Other 13 25,394 18,018 61 2,209
Non-current assets classified as held for sale 14 - 469 - -
Total current assets 1,350,428 1,323,197 433,192 332,039
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inventory, with the majority being valued on
a first in first out basis. Net realisable value
represents the estimated selling price less
all estimated costs of completion and
costs to be incurred in marketing, selling
and distribution.

Financial assets

Investments are recognised and derecognised
on trade date where purchase or sale of an
investment is under a contract whose terms
require delivery of the investment within the
time frame established by the market
concerned, and are initially measured

at fair value, net of transaction costs.

Subsequent to initial recognition, investments
in subsidiaries are measured at cost.

Investments in associates are accounted for
under the equity method in the consolidated
financial statements.

Available-for-sale financial assets
Available-for-sale financial assets are stated
at fair value less impairment. Gains and
losses arising from changes in fair value are
recognised directly in the available-for-sale
revaluation reserve, until the investment is
disposed of or is determined to be impaired,
at which time the cumulative gain or loss

previously mresents the estimatessing [asents thip financiae)inents oluds
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Payables

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

and services.

Borrowings

Borrowings are recorded initially at fair value,
net of transaction costs.

Subsequent to initial recognition, borrowings
are measured at amortised cost with any
difference between the initial recognised

Downer EDI Full Financial Report 2006
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4 INCOME TAXES CONTINUED

The tax rate used in the above reconciliation is the corporate tax rate of 30% payable by Australian corporate entities on taxable profits under
Australian tax law. There has been no change in the corporate tax rate when compared with the previous period.

Consolidated Company
2006 2005 2006 2005
$’000 $’000 $’000 $'000
(b) Income tax recognised directly in equity
The following current and deferred amounts were charged directly to equity
during the year:
Deferred tax:
Revaluations of financial instruments treated as cash flow hedges 835 - - -
Adjustments to opening retained earnings associated with changes in
accounting policies for financial instruments (229) - - -
Total charged directly to equity 606 — — _

5 KEY MANAGEMENT PERSONNEL COMPENSATION
Details of key management personnel

The key management personnel of Downer EDI Limited during the year were:
B D O’Callaghan AO (chairman, non-executive)

P E J Jollie AM (deputy chairman, non-executive)

S J Gillies (managing director)

L Di Bartolomeo (non-executive, appointed 22 June 2006)

J S Humphrey (non-executive)

K'Y Lau (deputy chairman, non-executive, resigned 2 November 2005)

C J S Renwick AM (non-executive)

B Waldron (deputy chief executive officer — Downer EDI Limited, appointed 1 January 2006,

chief executive officer — Infrastructure New Zealand division until 31 December 2005.)

D Cattell (chief executive officer — Infrastructure Australia division)

C Denney (chief executive officer — Engineering division, resigned 31 July 2006)
R Hackett (chief executive officer — Resources division)

R Logan (chief executive officer — Mining division)

T Pang (chief executive officer - CPG Corporation)

P Reidy (chief executive officer — Infrastructure New Zealand division, appointed 12 February 2006)
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5 KEY MANAGEMENT PERSONNEL COMPENSATION CONTINUED

During the year 47,945 performance rights and 325,869 performance options in Downer EDI Limited were granted to the managing director in

accordance with the long term incentive plan. Details are as follows:

Exercise Fair value at

Number of shares Grant date Expiry date * Price $ grant date $

Performance options 162,935 2 November 2005 2 November 2012 6.07 1.58
Performance options 162,934 2 November 2005 2 November 2012 6.07 1.52
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17 PROPERTY, PLANT AND EQUIPMENT

Consolidated

Equipment
Under
Plant and Finance
Freehold Land Quarries Buildings Equipment Lease Total
2006 $’000 $’000 $’000 $’000 $’000 $'000
As at 1 July 2005
Cost 19,148 4,958 39,736 916,275 13,649 993,766
Downer EDI Full Financial Report 2006 Conte nts NOTES TO THE FINANCIAL STATEMENTS 25



Notes to the Financial Statements continued

18 INTANGIBLE ASSETS

Consolidated

Intellectual

Goodwill Property Total
2006 $000 $000 $’000
Gross carrying amount at cost
Balance at 1 July 2005 352,526 21,870 374,396
Purchases - 61 61
Acquisitions of businesses 179,676 - 179,676
Net foreign currency exchange differences (4,443) - (4,443)
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31 DEFERRED TAX LIABILITIES CONTINUED

Consolidated Company
2006 2005 2006 2005
$’000 $’000 $’000 $'000
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Consolidated Company

2006 2005 2006 2005
$'000 $'000 $’000 $'000
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37 DIVIDENDS

Consolidated

Date paid/ Cents per
payable share $'000
Not recognised 2006 financial year:
2006 Final dividend
Subsequent to the 30 June 2006 reporting date, the company announced
a final dividend in respect of ordinary shares for the financial year (unfranked) 19 Oct 2006 8.0 25,134
Recognised 2006 financial year:
2006 Interim dividend
Subsequent to the 31 December 2005 reporting date, the company announced
an interim dividend in respect of ordinary shares for the half year (70% franked) 13 Apr 2006 12.0 35,390
2005 Final dividend
Subsequent to the 30 June 2005 reporting date, the company announced
a final dividend in respect of ordinary shares for the financial year (70% franked) 19 Oct 2005 12.0 35,002
Recognised 2005 financial year:
2005 Interim dividend
Subsequent to the 31 December 2004 reporting date, the company announced
an interim dividend in respect of ordinary shares for the half year (50% franked) 22 Apr 2005 6.0 17,325
2004 Final dividend
Subsequent to the 30 June 2004 reporting date, the company announced 19 Oct 2004 9.6 27,075
a final and special dividend in respect of ordinary shares for the financial (Ordinary)
year (50% franked)
19 Oct 2004 2.0 5,641
(Special)
11.6 32,716
Company
2006 2005
$’000 $'000
Franking account balance - 13,457
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39 JOINT VENTURE OPERATIONS AND ENTITIES CONTINUED

b) The consolidated entity and its controlled entities have interests in the following joint venture entities:
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40 CONTROLLED ENTITIES CONTINUED

Ownership Ownership
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40 CONTROLLED ENTITIES CONTINUED

Ownership Ownership
Name of Controlled Entity Country of Incorporation Interest Interest
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42 SEGMENT INFORMATION

Information on business segments:

External Inter-Segment @ Total

2006 2005 2006 2005 2006 2005
Segment revenue $’000 $'000 $’000 $’000 $’000 $'000
Engineering 1,610,220 1,255,917 2,122 10,160 1,612,342 1,266,077
Mining and Resources 1,627,406 1,273,496 315 1,521 1,627,721 1,275,017
Infrastructure Services 1,062,282 859,835 11,179 7,200 1,073,461 867,035
Rail 348,004 360,194 - - 348,004 360,194
Total of all segments 4,661,528 3,768,323
Eliminations
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44 NOTES TO THE CASH FLOW STATEMENT CONTINUED

Consolidated Company
2006 2005 2006 2005
$’000 $’000 $'000 $'000
Current liabilities
Trade and other payables - 2,966 - -

Provisionsf42j00.751 Of6.9(-)-4581,042,966 - -

50 Contents Downer EDI Full Financial Report 2006




Contents



Contents



47 FINANCIAL INSTRUMENTS
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47 FINANCIAL INSTRUMENTS CONTINUED

The following table details the consolidated entity’s exposure to interest rate risk as at 30 June 2005:

Fixed interest rate maturity

Average Variable Less More Non-
interest interest than 1to5 than 5 Interest
rate rate 1 year years years bearing Total
2005 % $000 $000 $’000 $000 $’000 $’000
Financial assets:
Cash and cash equivalents 4.70 165,972 - - - - 165,972
Trade receivables 16.74 - 1,188 968 - 901,299 903,455
Foreign currency forward contract - - - - - 6,302 6,302
Other financial assets 7.75 3,675 - - - 19,046 22,721
Other receivables - - - - - 72,257 72,257
169,647 1,188 968 - 998,904 1,170,707
Financial liabilities:
Trade payables - - - - - 646,677 646,677
Foreign currency forward contracts - - - - - 6,302 6,302
Bank loans 4.49 104,168 - - - - 104,168
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(c) Effect of A-IFRS on the cash flow
statement for the financial year ended
30 June 2005

There are no material differences between

the cash flow statement presented under

A-IFRS and the cash flow statement

presented under the previous AGAAP.

Notes to the reconciliations of

income and equity

i) Business combinations

On initial adoption of A-IFRS, the directors
have elected not to restate business
combinations that occurred before

1 July 2004. The effects of the adoption of
A-IFRS on the financial report associated
with business combinations including those
acquired during the financial year ended

30 June 2005, will be limited to the
recognition of additional deferred tax assets
and deferred tax liabilities (refer Income tax
section below) and the cessation of goodwill
amortisation (refer Goodwill section below).
ii) Goodwill and other intangible assets
The adoption of A-IFRS has been assessed
as having no material effect on the net
carrying amount of intangible assets.

Under A-IFRS, goodwill is not subject to
amortisation, but must be tested for
impairment annually. All intangible assets
have been subject to an impairment test.
This impairment test has been performed at
the appropriate cash-generating unit (CGU)
levels and supported the carrying values

of intangible assets within each CGU.
Accordingly, under A-IFRS, the amortisation
charge for 2005 was decreased by
$19,606,000.
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The directors declare that:

a) the attached financial statements and notes thereto comply with Accounting Standards;

b) the attached financial statements and notes thereto give a true and fair view of the financial position and performance of th
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Corporate Directory

Downer EDI Limited

SYDNEY NSW 2000
AUSTRALIA
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