








Directors’ Report continued

Share options
2007

During the year, 496,657 performance rights and 1,574,538 performance options were granted to
senior executives of the Downer EDI group under the long term incentive plan. The issuing entity
was Downer EDI Limited. Details of these unissued shares under rights and options are as follows:

Number of Shares Class of Shares Exercise Price $ Expiry Date?l
Performance options 1,574,538 Ordinary 6.72 10 November 2013
Performance rights 496,657 Ordinary - 10 November 2013

1 Subject to the satisfaction of certain performance hurdles as noted in section 6.3 of the
remuneration report, securities vest on 30 June 2009 or 30 June 2010 and will be exercisable at any
time up to the seventh anniversary of the 10 November 2006 grant date.
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The committee’s objective is to ensure that

6.3 Long term incentive (LTI)

The long term incentive plan was introduced as part of the Group’s remuneration policy and has
been designed to increase equity participation and to align executives’ remuneration with growth
in shareholder wealth. It ensures that the incentives drive a share ownership mindset amongst
executives with the grant set at appropriate levels. Sustained performance will be encouraged by
linking the vesting of long term incentive awards to hurdles which reflect shareholder value
creation. The instruments chosen for delivery of long term incentives are a blend of performance
rights and performance options. Set out below is an overview of the rights and options
instruments used in this program.

Performance Rights Performance Options
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Directors’ Report continued

Non-audit services

Downer EDI is committed to audit independence. The audit and risk committee reviews the
independence of the external auditors on an annual basis. This process includes confirmation
from the auditors that, in their professional judgment, they are independent of the consolidated
entity. To ensure that there is no potential conflict of interest in work undertaken by our external
auditors (Deloitte Touche Tohmatsu), they may only provide services that are consistent with the
role of the company’s auditor.



Mr Barry O’Callaghan
Chairman

The Board of Directors
Downer EDI Limited

Level 3, 190, George Street
Sydney NSW 2000

21 August 2007

Dear Sir

DOWNER EDI LIMITED

INDEPENDENCE DECLARATION
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BALANCE SHEET 9



Statement of recognised

iIncome and expense
for the year ended 30 June 2007

10



Cash flow statement
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Notes to and Forming Part of the

Financial Statements continued
for the year ended 30 June 2007

Deferred tax liabilities are recognised for
taxable temporary differences arising on
investments in subsidiaries, associates and
joint ventures except when the consolidated
entity is able to control the reversal of the
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The expected useful lives of PPE are generally:Leases5classifitedas opnerting leases.5liability toftTh
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The fair value at grant date is independently
determined using an option pricing model
that takes into account the exercise price,
the term of the option, the vesting and
performance criteria, the impact of dilution,
the non-tradable nature of the option, the
share price at grant date and expected price

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS 17












Consolidated Company

b) Operating expenses
Cost of sales

Interest expense

Finance lease expense
Other finance costs

72,648
52,981
454
4,080
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Consolidated Company

2006
$'000

Cash at bank and in hand
Short-term deposits

141,404 223
26,491 -

167,895 223

10. INVENTORIES

Current

Raw materials — at cost

Work in progress — at cost

Finished goods - at cost

Components and spare parts — at cost

Components and spare parts — at net realisable value

71,129 -
13,374 -
23,806 -
63,101 -

2,156 -

173,566 -

11. TRADE AND OTHER RECEIVABLES

Consolidated Company

Current
Trade receivables

Allowance for doubtful debts

770,624
(5,671)

Amounts due from customers under engineering services contracts (Note 30)

134,715
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Consolidated Company
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Notes to and Forming Part of the
Financial Statements continued
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Notes to and Forming Part of the

Financial Statements continued
for the year ended 30 June 2007

Consolidated Company

2006

2006
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Notes to and Forming Part of the

Financial Statements continued
for the year ended 30 June 2007

Company

Contract

Employee Decom- Claims and
Benefits missioning Warranties Other Total
$’000 $'000 $'000 $’000 $000
Current 1,329 - - - 1,329
Non-current 498 - - - 498
Balance at 1 July 2006 1,827 - - - 1,827
Additional provisions recognised 926 - - - 926
Utilisation of provision (719) - - - (719)
Balance at 30 June 2007 2,034 - - - 2,034
Current 1,371 - - - 1,371
Non-current 663 - - - 663

Consolidated Company

Current

Current tax oversea
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Notes to and Forming Part of the
Financial Statements continued38
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29. CONTINGENT LIABILITIES

Consolidated Company
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31. CONTROLLED ENTITIES

Name of controlled entity

Country of
incorporation

Ownership
interest

2006
%

Beckbell Pty Ltd

Bitumen Supplies Limited

Brown & Thomson Northland Limited
Cendrill Supply Pty Limited

Century Administration Pty Limited

Century Drilling Limited

Century Driling & Energy Services (NZ) Ltd
Century Energy Services Pty Limited
Century Resources International Pty Limited
Century Resource Services Limited

Chan Lian Infrastructure Pte Ltd

Choad Pty Ltd

Civil & Structural Group Services Limited
Downer EDI Engineering Commspec (NZ) Limited
Construction Professionals Pte Ltd
Coomes Consulting Group Pty Limited
Coomes Consulting Group Unit Trust

CPG Advisory (Shanghai) Co. Ltd

100 100

44

Australia
New Zealand
New Zealand

Australia

Australia

Australia
New Zealand

Australia

Australia
New Zealand

Singapore

Australia
New Zealand
New Zealand

Singapore
Australia
Australia

China

100
100
100
100
100
100
100
100
100
100

100
100
100
100
100
100
100
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Notes to and Forming Part of the

Financial Statements continued
50
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Notes to and Forming Part of the

Financial Statements continued
for the year ended 30 June 2007

2007
During the year, 496,657 performance rights and 1,574,538 performance options in Downer EDI Limited were granted to senior executives of the
Downer EDI Group in accordance with the long term incentive plan. Details are as follows:

Exercise Fair Value at
Number of Shares Grant Date Expiry Datel Price$  Grant Date $
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Notes to and Forming Part of the
Financial Statements continued
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Notes to and Forming Part of the

Financial Statements continued
for the year ended 30 June 2007

Cross currency interest rate swaps

Under cross currency swap contracts, the consolidated entity has agreed to exchange specified principal and interest foreign currency amounts at
agreed future dates at specified exchange rates. Such contracts enable the consolidated entity to mitigate the risk of adverse movements in foreign

exchange rates.

The following table details the equivalent Australian dollar (‘AUD’) cross currency swaps (in combination with interest rate swaps) outstanding as at

reporting date:

Outstanding
Contracts

Buy USD/Sell AUD
Less than 1 year

1 to 2 years

2 to 5 years

5 years or more CS 1 U6
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Average Interest Rate

Average Exchange
Rates

Contract Value

98,946

100,241
39,1.64

Fair value

1970)

2006
$'000

(28,674)

(24,280)
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We have audited the accompanying financial report of Downer EDI Limited, which comprises the balance sheet as at 30 June 2007, and the income
statement, cash flow statement and statement of recognised income and expense for the year ended on that date, a summary of significant
accounting policies, other explanatory notes and the directors’ declaration of the consolidated entity comprising the company and the entities it
controlled at the year’s end or from time to time during the financial year as set out on pages 8 to 59.

Directors’ Responsibility for the Financial Report
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Corporate Directory

Downer EDI Limited Downer EDI Engineering
Level 3 Head Office

190 George Street Level 7

SYDNEY NSW 2000 76 Berry Street

AUSTRALIA

Tel: 61 2 9251 9899
Fax: 61 2 9251 4845

ACN 97 003 872 848

Downer EDI Works
Head Office

Level 11, 468 St Kilda Road
MELBOURNE VIC 3004
AUSTRALIA

Tel: 61 3 9864 0800

Fax: 61 3 9864 0801

New Zealand

14 Amelia Earhart Avenue
Airport Oaks

AUCKLAND

NEW ZEALAND

Tel: 64 9 256 9810

Fax: 64 9 256 9811
Singapore

Blk 1 Thomson Road
Balestier Hill Shopping Centre
#04-326G

SINGAPORE 300001

Tel: 65 6256 8655

Fax: 65 6355 0626

United Kingdom

Warwick Road

Maltby, Rotherham

SOUTH YORKSHIRE S66 8EW
UNITED KINGDOM

Tel: 44 1709 819929
Fax: 44 1709 819126

The expressions “Downer”, “Downer EDI” and “Group” used in this report refer to Downer EDI Limited and the companies which make up the
Downer EDI Group. The term “Division” refers to the core divisions of Downer EDI Limited comprising: Works Division, Engineering Division, Mining
Division, Rail Division and Consulting Services.



DOWNER EDI NsITED

ACN 0.03 724 88Level 3190 George Street
SYDNEY NSW 2.00

Tel: 61 2 9251 9899Fax: 61 2 9251 4845

Website: www.downeredi.com
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