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Depreciation rates adopted by the
Group are conservative, with net gains
of $20.8 million reported on disposal

of property, plant and equipment (2006:
$16.1 million). The effective tax rate of
the Group for 2007 has been influenced
by a number of items, but in particular
the recognition of the balance of the
2006 research and development benefit
of $46.5 million upon the lodgement of
the 2006 Downer EDI Consolidated tax
return. Excluding the affects of this and
other one-off items, the Group tax rate
was 28%.

The effective tax rate continues to be
influenced by costs not deductible for
tax purposes, more than offset by
research and development claims and
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Division
Highlights

Downer EDI conducts
business through the key
divisions of Downer EDI
Works, Downer EDI
Engineering, Downer EDI
Mining, Downer EDI Ralil
and Consulting Services.

These divisions were
renamed in 2007 to focus
and align the businesses
around key areas including
financial performance,
client value, operations
and risk, and people

and culture.
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Downer EDI Works provides services

for the development, asset management
and maintenance of public and private
infrastructure, principally to the road and
rail infrastructure sectors. In asss provided
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Road & Rail
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Road & Rail
Review of
Operations
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Case Study
Innovative
thinking saves
local community
$30 million

One of the most important goals for
local governments and authorities is to
meet rising expectations of the local
community with increasingly over-
stretched council funding. How best to
do that is often the debate. The critical
challenge is how to close the funding
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A significant focus of the management
team this year has been the successful
integration of the previously separate
telecommunications and electrical,
mechanical and process engineering
organisations into one corporate
structure. A priority of the division

has been establishing strong corporate
direction, support and governance
functions to drive additional growth,
improve risk management and process
consistency and ensure a division-wide
approach to major customers

and opportunities.
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“There have been a number of highlights for the
year, most notably the win of the New South Wales
Government PPP for the provision of passenger cars
to Sydney’s CityRail network.”

Guy Wannop
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Rail Vehicles

& Maintenance
Review of
Operations
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Mining &
Resources
Review of
Operations
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Case Study
Developing
long-term
relationships

A pleasing highlight for the year was the
negotiation of a new alliance agreement
with long-standing client Xstrata Coal
which will see the development of two
new Coal Handling Processing Plants
(CHPP) to service Xstrata Coal’s Mt
Owen and Liddell operations in the
New South Wales Hunter Valley.

Downer EDI Mining will work with
Xstrata Coal to manage the design
activities for both coal handling
processing projects. The Mt Owen
CHPP is expected to be completed
by early 2008, with Liddell staggered
to complete approximately three
months later.

Downer EDI Mining’s association
with Xstrata Coal commenced in
2001 through the Ulan open cut mine
in the Hunter Valley and progressed
three years ago into process
engineering covering several Xstrata
Coal mine sites in the Hunter Region.

During the year, Xstrata Coal also
recently engaged Downer EDI Mining
to provide the design work for a

new CHPP at their South African
Goedgevonden operation, utilising the
company’s technology, engineering
knowledge and delivery capability. This
partnership between Downer EDI Mining
and Xstrata Coal follows the success of
the Mt Owen overland conveyor system
and Bulga projects, which the company
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Consulting
Services

Consulting Services

“By leveraging the existing capabilities as one large
consulting group, Consulting Services will be better
placed to capture opportunities as governments
continue to invest in new and replacement
infrastructure, and develop new capabilities with
strategic partnerships and alliances in the emerging
private public partnerships (PPP) sector.”

Peter Reidy
Chief Executive Officer, Consulting Services
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Safet Downer EDI is committed to the health
y and safety of all employees. With a zero
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Corporate
Social
Responsibility

Consideration of the extent to which
Downer EDI’s activities impact upon the
environment and community in which it
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Board of
Directors

Barry O’Callaghan AO (71) was
appointed as a non-executive director in
May 1998 and is Chairman of the Board.
Mr O’Callaghan is a barrister and solicitor
and a past partner of and consultant to
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Corporate
Governance

This report outlines Downer EDI’s
approach to corporate governance

in the context of the ASX Corporate
Governance Council Principles of Good
Corporate Governance and Best Practice
Recommendations. The board is
committed to best practice in corporate
governance and its ability to add value

to the company and its shareholders.
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The audit and risk management
committee generally invites the chief
executive officer, chief financial officer
and external auditor to attend committee
meetings. It also meets with and receives
reports from the external auditors
concerning any matters that arise in
connection with the performance of their
respective roles, including adequacy of
internal controls. Executive management
is excluded from part of these meetings
to allow frank discussion between the
committee and the external auditor.
Downer EDI currently does not have an
internal audit function that covers all of its
operations. Our external auditors’ strategy
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The committee meets on an ad hoc basis
as required throughout the year. Results
announcements for Downer EDI follows a
calendar of regular disclosures to the
share market:

= full year results announcement issued
to the market (August);

e annual report sent to shareholders
(September);

* annual general meeting held and the
chairman’s and managing director’s
addresses are announced to the
market (early November);

* half year results announcement
issued to the market (February); and

« half year report sent to
shareholders (March).

Principle 6: Respect the
rights of shareholders
Communications

The board has established guidelines
for shareholder communications.
This includes:

e using the company’s website
www.downeredi.com to promote and
facilitate shareholder communications;

« all news releases and announcements
to the ASX/NZX, financial
presentations, annual and half yearly
reports, chairman and chief financial
officer presentations to AGMs and
company newsletters are available on
the website;
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improving shareholder participation
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In addition this group has promulgated
contracting principles to the divisional
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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 2007. In order
to comply with the provisions of the Corporations Act 2001, the directors report as follows:

Directors

The names of the directors of the company during or since the end of the financial year are:
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Indemnification of officers 2. Remuneration structure

and auditors The remuneration structure for executives comprises fixed and variable remuneration.

During the financial year, the company paid a - Fixed remuneration is made up of base salary, superannuation and other benefits.

premium in respect of a contract insuring the
directors of the company (as named above),
the company secretary, all executive officers

of the company and of any related body
corporate against a liability incurred as a
director, secretary or executive officer to the
extent permitted by the Corporations Act 2001.

The contract of insurance prohibits disclosure

of the nature of the liability and the amount of
the premium. The company has not otherwise,
during or since the financial year, indemnified or
agreed to indemnify an officer or auditor of the
company or of any related body corporate
against a liability incurred as an officer or auditor.

Directors and executives
remuneration report

1. Remuneration principles

The board recognises that Downer EDI’s
performance is dependent on the quality of its
people. In order to achieve its financial and
operating objectives, Downer EDI must be able
to attract, retain and motivate highly skilled
executives, in an employment environment

of significant competition for such people.

Downer EDI's remuneration principles are set
out below:

« Competitive remuneration arrangements
should be provided to attract, retain and
motivate executive talent;

« A significant portion of executives’
remuneration should be linked to
performance in creating value for
shareholders; and

* Create a culture of share ownership
amongst executives and employees
generally to align their interests more
closely with shareholders.

The information in sections 2 to 7 inclusive sets
out the remuneration principles, structure and
payments which operated for the financial year
to 30 June 2007.

Contents

e Variable remuneration consists of an annual short term incentive plan which is tied to
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2.3 Remuneration
The table below sets out remuneration for the most highly remunerated executives in both Downer EDI and[Th8nsolidrated Downe)2(r EDIG r)18oup.7
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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) or $70,000 per annum (where they are so
entitled). Fees for these non-executive directors have been set to reflect market rates and the discontinuation of retirement benefits. There is also a

Contents Concise Annual Report 2007 51



52

Contents



7. Downer EDI Deferred Share Plan

The company also operates a Deferred Share
Plan (“DSP”).

The Downer EDI DSP enables employees of
Downer EDI in Australia to purchase Downer
EDI shares with pre-tax salary or bonuses.
Those shares are purchased on-market, in the
ordinary course of trading on the ASX, by the
Downer EDI plan trustee and held in trust for
the participant.

Eligibility to participate in the DSP is
determined by the Downer EDI board.

Shares may be retained in the Downer EDI
DSP while a participant remains an employee
of a Downer EDI Group company, however,
taxation deferral benefits currently only apply
for a maximum of 10 years. If a participant
ceases to be employed by any Downer EDI
Group company, the Downer EDI DSP trustee
must either transfer the relevant shares to the
participant or sell the shares and distribute the
net proceeds of sale to them.

Withdrawal of shares from the Downer EDI
DSP and transfer to a participant or sale
requires the approval of the Downer EDI board.

Participants are entitled to any dividend, return
of capital or other distribution made in respect of
Downer EDI shares held in the plan on their
behalf. The Downer EDI DSP trustee may allow
participants to participate in any pro rata rights
and bonus issues of shares made by Downer
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Consolidated

2006
$’000
ASSETS
Current assets
Cash and cash equivalents 167,895
Inventories 173,566
Trade and other receivables 948,765
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Consolidated

2006
$’000
Cash flows from operating activities
Receipts from customers 4,944,967
Distributions from joint ventures 11,635
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1. Summary of accounting
policies
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5. Non-audit services

Consolidated

Auditor of the parent entity:
Taxation services

A-IFRS Implementation
Consulting

Other assurance services

Other auditors:
Taxation services
Consulting

Other services

Contents
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104,836
156,520
10,000
89,644

361,000

89,800
66,300
79,000
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Downer EDI Shareholders
Downer EDI had 21,075 ordinary shareholders
as at 15 August 2007.

The largest shareholder, HSBC Custody
Nominees, holds approximately 26.23% of the
321,101,325 fully paid shares issued at that
date. Downer EDI has 19,873 shareholders
with registered addresses in Australia.

Stock Exchange Listing
Downer EDI is listed on the Australian
Securities Exchange under the ‘Downer EDI’
market call code 3965, with ASX code DOW,
and is secondary listed on the New Zealand
Exchange with the ticker code DOW NZ.
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Number of holders of equity securities
Ordinary share capital
321,101,325 fully paid listed ordinary shares were held by 21,075 shareholders. All issued ordinary shares carry one vote per share.

Substantial shareholders

Full Paid

Number %

Ordinary Shareholders:
HSBC Custody Nominees (Australia) Limited 84,508,564 26.23
Chase Manhattan Nominees Limited 51,292,376 15.97
National Nominees Limited 29,843,357 9.29
Citicorp Nominees Pty Limited 26,233,832 8.17
Total 191,878,129 59.66

Distribution of holders of quoted equity securities
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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, Railg DivisioC2risiultMiniServices.
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DOWNER EDI LIMITED
ACN 003 872 848

Level 3
190 George Street
SYDNEY NSW 2000

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

Website: www.downeredi.com
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