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This financial report covers both Sedgman Limited as an individual entity and the consolidated entity consisting of Sedgman 
Limited and its subsidiaries. The financial report is presented in Australian currency. 
 
Sedgman Limited is a company limited by shares, incorporated and domiciled in Australia. Its registered office and principal 
place of business is: 
 
 Level 2 
 2 Gardner Close 
 Milton QLD 4064 
 AUSTRALIA 
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Directors’ report 
 
The Directors present their report on the Group consisting of Sedgman Limited and the entities it controlled at the end of, 
or during, the year ended 30 June 2009. 
 
Directors 
The following persons were directors of Sedgman Limited during the financial year: 
 
Russell James Kempnich (Appointed 6 July 1999) 
Mark Andrew Read (Appointed 19 May 2008) 
Peter Alexander Hay (Appointed 6 July 1999) 
Donald James Argent (Appointed 12 April 2006) 
Robert John McDonald (Appointed 8 June 2006) 
Roger Ronald Short (Appointed 8 June 2006) 
Gregory Lee Miller (Appointed 26 February 2008) 
 
Principal activities 
The principal activities of the Group during the financial year consisted of engineering and operational services to the 
resources industry. 
 
Operating and Financial Review 
 
Sedgman Coal 
Sedgman has maintained its dominant market position in the design, construction, operation and management of Coal 
Handling and Preparation Plants (CHPPs).  The major highlights included the following: 
 
Engineering Services 

• Sedgman securing a contract from BHP Billiton Mitsubishi Alliance (BMA) for in excess of $80 million 
to design and supply an 800 tonne per hour CHPP for the proposed Daunia mine in Queensland’s 
Bowen Basin. 

• Sedgman awarded a contract from Rio Tinto Coal Australia (RTCA) for in excess of $25 million to 
design and construct an upgrade to the Bengalla CHPP in New South Wales. 

• Sedgman entering into a $13.6 million contract to design and construct an upgrade of the New Acland 
Coal Mine #2 CHPP for New Hope Corporation Limited. 

• Sedgman securing an AUD$20 million contract from Energy Resources LLC to provide design, 
procurement and construction management services (EPCM) for a new CHPP at its UHG mine in the 
South Gobi region of Mongolia. 

• Sedgman winning an AUD$50 million (USD $36 million) contract to design and construct a new coal 
handling plant (CHP) as part of a major expansion of the Bocamina power station in Chile. 

 
Operations 
The coal operations business unit delivered strong performances across most sites.  The year was marked by the 
extension and amalgamation of two key operating contracts worth $80 million at the Coppabella and Moorvale coal mines 
operated by Macarthur Coal (C&M Management) Pty Ltd.  The three-year contract will see Sedgman continue to operate 
and maintain the Coppabella and Moorvale CHPP’s, including their stockpile management and train loading functions. 

 
Sedgman Metals 
The Intermet engineering business was adversely affected by a reduced level of activity resulting from weak global 
economic conditions and falls in metals prices.  The Pac-Rim operations group however experienced another successful 
year with the major highlights as follows: 

• Pac-Rim awarded a two-year extension of its operating contract for the crushing circuit at Xstrata Plc’s 
McArthur River base metals mine in the Northern Territory. 

• Pac-Rim securing an extension to existing operations contracts with Xstrata at the Mt Isa mine until 
June 2014. 

• Strong performances at the majority of Pac-Rim’s existing operations. 
 

Safety 
Safety continues to be a major focus within Sedgman with the Safety Operational Initiative forming one of the four pillars of 
the Sedgman Corporate Strategy.  A number of key initiatives were implemented during the year including the review of 
the HSE management system, company wide implementation of the HSE data system, commencement of round two of 
the second party audit program and implementation of the International Travel Risk Management Procedure.  Sedgman’s 
focus has resulted in continual improvement of the company’s safety performance. 
 
Growth outlook 
Despite the current economic climate, Sedgman has maintained its dominant market position in coal through strong client 
relationships and proven project delivery capability.  The long term outlook remains positive, underpinned by a project 
pipeline in excess of $4.0 billion over the next three years including a growing number of offshore opportunities, consistent 
with Sedgman’s international expansion strategy. 
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Financial performance 
 2009 2008 2007 2006 2005 
 $ $ $ $ $ 

Net profit attributable to equity holders of the parent 7,093,924 23,417,551 20,860,913 13,078,047 5,200,268
Basic EPS (cents) 3.9 13.1 12.3 9.2 3.7 
Dividend paid 13,566,877 13,404,620 5,112,000 15,000,000 - 
Dividend per share (cents) 7.5 7.5 3.0 548 - 

 
 
Dividends for 2009 were fully franked and it is expected that dividends in future years will continue to be fully franked where 
possible. 
 
Net profit 
Net profit after tax was $7.094 million (2008: $23.417 million). The decrease was principally due to a $20.0 million write down 
of goodwill associated with the Intermet acquisition.  Also contributing was lower earnings from engineering services, mainly 
due to impairment of trade receivables at Intermet, and the run-off of the Dawson, Lake Lindsay, and Sonoma projects.  This 
was partially offset by strong contributions from the Daunia project and the Coal and Metals operations businesses.  Lower 
amortisation of intangibles and a higher R&D tax credit also contributed positively. 

 
Cash flows 
Cash at 30 June 2009 was $38.575 million, decreasing from $47.614 million at 30 June 2008.  The significant items that 
impacted this movement were: 
 

• A surplus of $44.481 million in cash flows from operating activities (2008: $29.257 million). This was higher than the 
previous year primarily due to increased revenue. 

• The net cash outflow provided from investing activities totalled $26.662 million (2008: $19.796 million). This 
increase was primarily due to the repayment of joint venture partnership loans. 

• The net cash outflow provided from financing activities totalled $26.858 million (2008: $3.342 million). The increase 
was primarily due to a lower level of borrowings and increased repayments of finance leases and borrowings. 

 
Debt and gearing 
During the year, debt decreased by $10.284 million. The following debt facilities operated during the year: 
 

• Sixteen finance leases for dozers and loaders at various Sedgman and Pac-Rim operated mine sites. The amount 
outstanding at 30 June 2009 was $13.810 million (2008: $14.346 million). 

• Twenty-nine hire purchase agreements covering various equipment at Pac-Rim operated mine sites. The amount 
outstanding at 30 June 2009 was $6.220 million (2008: $7.405 million). 

• A commercial loan covering the CHPP at the Blair Athol mine site. The amount outstanding at 30 June 2009 was 
$1.041 million (2008: $1.736 million). 

• A commercial loan used for the Pac-Rim acquisition. The amount outstanding at 30 June 2009 was $22.691 million 
(2008: $28.075 million). 

• A commercial loan used for the Intermet acquisition. The amount outstanding at 30 June 2009 was $13.298 million 
(2008: $15.782 million). 

 
Dividends 
Dividends paid or declared by the Company to members since the end of the previous financial year were: 
 

Declared and paid during the year 2009 
Cents  

per share 
Total Amount

$’000 
Franked/ 

Unfranked 
Date of 

payment 
Final 2008 ordinary 4.5 $8,138 Franked 22 Sept 2008 
Interim 2009 ordinary 3.0 $5,429 Franked 24 March 2009

 7.5 $13,567   
 
Franked dividends declared as paid during the year were franked at the rate of 30%. 
 
After the balance sheet date, a dividend of 3.0 cents per share was proposed by the Directors, franked at the rate of 30%.  
The record date for entitlement to this dividend will be 23 September 2009 and the payment date will be 30 September 2009. 
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Earnings per share 
 2009 2008 

 
Cents Cents 

(a) Basic earnings per share   
Profit from continuing operations attributable to the ordinary equity holders of the Company 3.9 13.1 
Profit attributable to the ordinary equity holders of the Company 3.9 13.1 
   

(b) Diluted earnings per share   
Profit from continuing operations attributable to the ordinary equity holders of the Company 3.9 12.9 
Profit attributable to the ordinary equity holders of the Company 3.9 12.9 
 
 
Significant changes in the state of affairs 
Other than detailed elsewhere, there have been no significant changes in the state of affairs since 30 June 2008. 
 
Matters subsequent to the end of the financial year 
On 19 August 2009, the Directors resolved to undertake a capital raising of approximately $30m via an institutional 
placement and Share Purchase Plan.  Upon completion of the capital raising, the funds raised will be used primarily to fund 
near term growth prospects for the Metals Operations business. 
 
Other than the dividend declared subsequent to year end (refer note 26) and the capital raising, there has not arisen in the 
interval between the end of the financial year and the date of this report any item, transaction or event of a material and 
unusual nature likely, in the opinion of the Directors of the Company, to affect significantly the operations of the Group, the 
results of those operations, or the state of affairs of the Group, in future financial years. 
 
Likely developments and expected results of operations 
Information on likely developments and the expected results in future financial years have not been included in this annual 
report because the Directors believe it would be likely to result in unreasonable prejudice to the Group. 
 
Share options 
At the date of this report unissued ordinary shares of the Company under option are: 
 

 
Expiry date Exercise price 

 
Number of shares 

   
30 June 2010 $1.40 1,000,000 
30 June 2010 $2.35 3,303,400 
30 June 2011 $2.40 3,657,500 
 
All options expire on the earlier of their expiry date or termination of the employee’s employment.  Further details are 
included in the Remuneration report. 
 
These options do not entitle the holder to participate in any share issue of the Company. 
 
Regulation 
Sedgman’s operations are regulated by national and state government legislation that encompasses environmental matters, 
occupational health and safety, and industrial relations. 
 
Environmental authorities are involved at all stages of a project to ensure it complies with legislation and effectively manages 
pollution, waste, water use, contamination, dust, noise and other issues that have the potential to impact the environment. 
 
Safety is regulated by various acts, regulations and standards. Clients also have specific safety requirements, which are a 
primary driver for the selection of service providers in the industry. 
 
Compliance with industrial relations regulations is achieved through planning and consultation. Individual project 
requirements are assessed and appropriate strategies developed to achieve industrial harmony and legislative compliance 
on a “per project” basis. 
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Information on directors 
 
Russell James Kempnich – Bachelor of Engineering (Mechanical). Chairman. DOB: 30 December 1952. 
Experience and expertise 
Russell is the founding partner of Sedgman & Associates Pty Ltd, the original company established in 1980, from which the 
Sedgman business has grown. 
 
Russell has more than 30 years experience in the Australian and international coal industry. As well as recent senior 
management and executive responsibilities, Russell has broad experience in the areas of coal resource evaluation, process 
plant design, construction and commissioning.  
 
As Managing Director of Sedgman from 1991, Russell led the organisation’s growth from a consulting and engineering firm, 
to a market leader in coal preparation, design and construction. He was responsible for the expansion of the Company’s 
operations internationally. 
 
In 1998 Russell became the Executive Chairman, having responsibility at the time for the corporate direction of the overall 
Sedgman group and business development. Russell became Chairman in April 2006 and no longer has executive 
responsibilities with Sedgman. 
 
Other current directorships 
Non-Executive Director of CS Energy Limited. 
 
Special responsibilities 
Member of the Nominations and Remuneration Committee. 
 
Interests in shares 
18,433,921 ordinary shares in Sedgman Limited. 
 
Mark Andrew Read – Bachelor of Engineering (Electrical), Fellow of the Institution of Engineers Australia, Advanced 
Management School, Harvard University, Boston USA. Managing Director. DOB: 23 April 1961. 
Experience and expertise 
Mark Read assumed the role of CEO and Managing Director of Sedgman Limited in May, 2008, succeeding Peter Hay. 
 
Prior to joining Sedgman, Mark was the former General Manager of Sinclair Knight Merz’s (SKM) Mining and Metals 
Business Unit.  Mark brings to Sedgman a background of international business skills honed as General Manager and in his 
former role as Chief Operating Officer for SKM’s Asia-Pacific region. 
 
He spent 10 years in senior management roles at SKM during a 20-year career in mining and resources engineering with 
that company.  His experience covers most commodity types and he has been involved in providing services to major mining 
companies. 
 
Interests in shares and options 
336,046 ordinary shares in Sedgman Limited. 
 
Peter Alexander Hay – Bachelor of Engineering (Mining), Bachelor of Commerce, Member of Institute of Chartered 
Accountants in Australia. Non-Executive Director. DOB: 10 July 1953. 
Experience and expertise 
Peter Hay retired as Managing Director in May, 2008 after serving in that role from 1998 but continues his involvement with 
the Company as a non-executive director.   
 
Peter was integral in driving Sedgman’s growth strategy over recent years, which included listing the Company on the ASX 
and diversifying into the metals sector. 
 
Prior to joining Sedgman, Peter held management roles with major companies in the resources sector, including BHP Coal, 
Macarthur Coal, Utah Development Company Limited and Pan Australian Mining Limited. His experience spans a period of 
27 years working in the resources industry. 
 
Interests in shares and options 
8,334,084 ordinary shares in Sedgman Limited. 
400,000 options granted during the 2006 year in Sedgman Limited. 
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Information of directors (continued) 
 
Donald James Argent – Bachelor of Commerce, Certified Practising Accountant, Fellow of Chartered Institute of 
Secretaries, Fellow of Australian Institute of Company Directors. Non-Executive Director. DOB 19 July 1947. 
Experience and expertise 
Don Argent is the Director of Finance and Administration for the Thiess Group which is one of Australia’s largest integrated 
engineering and service providers in Australia and South East Asia, and a substantial shareholder in Sedgman Limited. He 
joined Thiess Pty Ltd in 1985, following six years initial service with Thiess Holdings Ltd in the late 1970s, and has had a 
pivotal role in the finance, administration, governance, growth and success of the Thiess Group of companies over the last 
23 years. 
 
Special responsibilities 
Member of the Audit and Risk Management Committee. 
 
Interests in shares 
208,716 ordinary shares in Sedgman Limited. 
 
Robert John McDonald – Bachelor of Commerce, Master of Business Administration. Non-Executive Director. DOB:  
18 March 1950. 
Experience and expertise 
Rob McDonald is the principal of The Minera Group, a specialist mining advisory group headquartered in Australia but active 
in most mining regions of the world. Minera assists a select number of mining companies and mining investment and finance 
institutions in developing and executing business plans in the sector. Rob has more than 30 years experience in the mining 
sector, firstly in various roles within the Rio Tinto group, and prior to launching Minera, in investment banking as Managing 
Director of N M Rothschild & Sons. 
 
Other current directorships 
Non-Executive Director of Intrepid Mines Limited. 
 
Special responsibilities 
Chairman of the Audit and Risk Management Committee. 
Member of the Nominations and Remuneration Committee. 
 
Interests in shares 
439,620 ordinary shares in Sedgman Limited. 
 
Roger Ronald Short – Bachelor of Laws, Bachelor of Arts. Non-Executive Director. DOB: 13 October 1944. 
Experience and expertise 
Roger Short is a construction lawyer and company director. He has over 35 years experience in construction, mining and 
infrastructure work. He was most recently a consultant to McCullough Robertson Lawyers and was previously a partner in a 
large national law firm. He has been a director of listed companies for more than 20 years. 
 
Other current directorships 
Non-Executive Director of Payce Consolidated Limited. 
 
Special responsibilities 
Member of the Audit and Risk Management Committee. 
Chairman of the Nominations and Remuneration Committee. 
 
Interests in shares 
163,716 ordinary shares in Sedgman Limited. 
 
Gregory Lee Miller – Bachelor of Engineering (Civil). Non-Executive Director. DOB: 1 July 1957. 
Experience and expertise 
Greg Miller was appointed Executive General Manager of Thiess Process in November 2007, having joined Thiess earlier 
that year. 
 
Greg has over 30 years experience in a wide range of roles including executive and general management, project board 
directorship, project management and supervision of multi-discipline teams predominately within the Asia-Pacific region.  He 
has been involved in the successful execution of developments in the resources, infrastructure, industrial and construction 
materials industries.  Greg has managed separate company subsidiaries, joint ventures, company divisions and regional 
offices. 
 
Interests in shares 
16,985 ordinary shares in Sedgman Limited 
 
Company Secretary 
The company secretary is Mr Adrian Relf. He was admitted as a solicitor in 2003 and holds the qualifications of Bachelor of 
Social Science, Bachelor of Laws, Graduate Diploma of Legal Practice and Graduate Diploma of Management. 



Sedgman Limited and its controlled entities 
Directors’ report 

30 June 2009 
(continued) 

- 6 - 

 
Meetings of directors 
The numbers of meetings of the Company’s Board of Directors held during the year ended 30 June 2009, and the numbers 
of meetings attended by each Director were: 
 

 Full meetings 
of Directors 

Meetings 
of committees 

    Nominations & 
   Audit & Risk Remuneration 
 A B A B A B 
Russell James Kempnich (Appointed 6 July 1999) 7 7   1 1 
Mark Andrew Read (Appointed 19 May 2008) 7 7     
Peter Alexander Hay (Appointed 6 July 1999) 6 7     
Donald James Argent (Appointed 12 April 2006) 6 7 3 3   
Robert John McDonald (Appointed 8 June 2006) 7 7 3 3 1 1 
Roger Ronald Short (Appointed 8 June 2006) 4 7 3 3 1 1 
Gregory Lee Miller (Appointed 26 February 2008) 6 7     

 
 
A = Number of meetings attended 
B = Number of meetings held during the time the Director held office or was a member of the committee during the year 
 
Remuneration report - audited 
The remuneration report is set out under the following main headings: 
 
1 Principles used to determine the nature and amount of remuneration 
2 Details of remuneration 
3 Service agreements 
4 Share-based compensation 
5 Additional information 
 
1 Principles used to determine the nature and amount of remuneration 
The objective of the Group’s executive reward framework is to ensure reward for performance is competitive and appropriate 
for the results delivered. The framework aligns executive reward with achievement of strategic objectives and the creation of 
value for shareholders, and conforms with market best practice for delivery of reward. The Board ensures that executive 
reward satisfies the following key criteria for good reward governance practices: 
• competitiveness and reasonableness 
• performance linkage / alignment of executive compensation 
• transparency 
• capital management. 
 
The Group has structured an executive remuneration framework that is market competitive and complementary to the reward 
strategy of the organisation. The framework shows the interests of shareholders and the executive group as discussed 
below: 
 
Alignment to shareholders’ interests: 
• focuses on sustained growth in shareholder wealth, consisting of dividends and growth in share price, and 

delivering constant return on assets as well as focusing the executive on key non-financial drivers of value 
• attracts and retains high calibre executives. 
 
Alignment to executives’ interests: 
• rewards capability and experience 
• reflects competitive reward for contribution to growth in shareholder wealth 
• provides a clear structure for earning rewards 
• provides recognition for contribution. 
 
The framework provides a mix of fixed and variable pay, and a blend of short and long-term incentives. As executives gain 
seniority with the group, the balance of this mix shifts to a higher proportion of “at risk” rewards. 
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Remuneration report (continued) 
 
1 Principles used to determine the nature and amount of remuneration (continued) 
Directors’ fees 
The Directors’ remuneration is inclusive of committee fees. 
 
Directors may be paid, as remuneration for their services, a sum determined from time to time by Sedgman’s shareholders in 
a general meeting, with that sum to be divided amongst the Directors in such a manner and proportion as they agree. 
 
Fees and payments to non-executive directors reflect the demands which are made on, and the responsibilities of, the 
Directors. Non-executive directors’ fees and payments are reviewed annually by the Board. The Chairman’s fees are 
determined independently to the fees of non-executive directors based on comparative roles in the external market. 
 
The maximum aggregate amount which has been approved by Sedgman’s shareholders for payment to the non-executive 
directors is $650,000 per annum. 
 
Non-executive directors receive their remuneration as a combination of cash and Sedgman Limited shares under the Non-
executive directors on-market share purchase scheme.  As disclosed in the remuneration table set out on page 9, the 
remuneration of Peter Hay for the 2009 financial year includes a cash bonus and options which relate to his former position 
as Managing Director in addition to his remuneration as a non-executive director. 
 
Executive pay 
The executive pay and reward framework has four components: 
(i) base pay and benefits 
(ii) short-term performance incentives 
(iii) long-term incentives through participation in the Executive Share Option Plan 
(iv) other remuneration such as superannuation. 
 
(i) Base pay 
Structured as a total employment cost package. 
 
Executives are offered a competitive base pay that comprises the fixed component of pay and rewards. External 
benchmarking is completed to ensure base pay is set to reflect the market for a comparable role. Base pay for senior 
executives is reviewed annually to ensure the executive’s pay is competitive with the market and an executive’s pay is also 
reviewed on promotion. 
 
There are no guaranteed base pay increases included in any senior executive’s contract. 
 
Executives receive benefits including liability insurance and fringe benefits. 
 
(ii) Short-term incentives 
The Sedgman bonus scheme, introduced in its current form in 2003, is a structured and equitable way of rewarding 
executives for both Company and individual performance. The scheme involves both paid and deferred elements which 
means that after a qualifying period, executives receive not only their paid but also their deferred bonus. 
 
If the Group achieves certain pre-determined KPIs, a bonus pool becomes available to executives during the annual review. 
Using KPIs ensures variable reward is only available when value has been created for shareholders and when financial 
performance is consistent with the business plan. 
 
For the year ended 30 June 2009, the KPIs required the achievement of specific performance targets in relation to EBITA 
(earnings before interest, tax and amortisation), return on assets and return on equity as well as other key, strategic non-
financial measures linked to drivers of performance in future reporting periods. These KPIs are generic across the senior 
executive team. 
 
Each executive’s bonus opportunity depends on the accountabilities of the role, impact on the organisation and business unit 
performance. Payment of individual bonuses to employees is based on the discretion of the Managing Director having regard 
to the employees overall performance. 
 
Pursuant to his Executive Employment Agreement, the Chief Executive Officer is entitled to an annual bonus.  The amount of 
this bonus depends upon the Chief Executive Officer’s performance against a series of KPIs including sustainability, 
commercial performance and enhancement of the Company’s brand.  The maximum annual bonus payable in any year is 1.5 
times the Chief Executive Officer’s base remuneration. 
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(iii) Long-term incentives 
Sedgman has established an equity incentive scheme via the Executive Share Option Plan (ESOP). This plan is intended to 
attract and retain executives and motivate them to improve Sedgman’s performance and align their interests with those of the 
Group and its shareholders. Information on the ESOP is set out on page 10. 
 
In addition to the above, the Company has entered into a Long Term Incentive Program (LTIP) with its Chief Executive 
Officer, Mark Read.  The LTIP is an equity-based scheme under which Mr Read will be entitled to receive an annual 
allocation of equity in the Company up to a maximum value of 2.5 times his fixed annual remuneration subject to approval of 
shareholders at a general meeting. 
 
The entitlement to equity is dependent upon the company achieving a superior Total Shareholder Return (TSR) in the year of 
assessment relative to a peer group of publicly listed competitors and similar organisations.  TSR is defined as share price 
appreciation or depreciation plus dividends. 
 
Once an entitlement to equity is achieved and approved, it will vest progressively over a five-year period. 
 
If Mr Read’s contract is not renewed by the Company, he will be entitled to receive that part of the LTI which was to vest at 
the next vesting anniversary after the date of termination.  If the contract is terminated due to illness or incapacity, he will be 
entitled to that part of the LTI which is yet to vest.  If he terminates his contract prior to the expiration of its five-year term, he 
will not be entitled to any LTI which is yet to vest at the date of providing notice of the termination. 
 
(iv) Consequences of performance on shareholders wealth 
In considering the Group’s performance and benefits for shareholders wealth, the Board have regard to the indices outlined 
in the financial performance section of the directors’ report, in respect of the current financial year and the previous four 
financial years. 
 
Net profit after tax is the main financial performance target when setting long-term incentives. EBITA, return on assets and 
return on equity are the financial performance targets considered when setting short-term incentives. 
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2 Details of remuneration 
Amounts of remuneration 
Details of the remuneration of the Directors and the key management personnel of the Group are set out in the following 
tables. 
 
The key management personnel of the Group includes the Directors and the following executive officers, who are also the 
highest paid executives of the entity: 
• Alan Wigan – Chief Financial Officer 
• Steven van Barneveld – Chief Operating Officer - Sedgman Coal 
• Peter Nevin – Executive General Manager Business Processes 
• Adam Langford – General Manager Pac-Rim 
• Geoff Jones – General Manager Intermet 
 
Key management personnel of the Group 
 

Short-term 
Post- 

employ-
ment 

Share 
based 

payments 

2009 

Cash 
salary & 

fees 
$ 

 
Cash 

bonus 
$ 

Non-
monetary 
benefits 

$ 

Super-
annuation 
benefits 

$ 

 
 
 

Term- 
ination 

Benefits 
$ 

 
Shares 

$ 

(viii) 
Options 

$ 
Total 

$ 

Proportion of 
remuneration 
performance 

related 
% 

Value of 
options as 
proportion 

of 
remuner-

ation 
% 

                      
Non-executive 
Directors 

          
  

          

Russell Kempnich  95,000 - 5,879 8,550 - 5,000 - 114,429     
Peter Hay (i) 70,000 350,000 5,879 37,800 - 5,000 10,730 479,409 72.25% 2.22% 
Donald Argent 70,000 - 5,879 6,300 - 5,000 - 87,179     
Robert McDonald 32,500 - 5,879 43,800 - 5,000 - 87,179     
Roger Short 2,500 - 5,879 73,800 - 5,000 - 87,179     
Gregory Miller 70,000 - 5,879 6,300 - 5,000 - 87,179     
                      
Executive Directors                     
Mark Read (ii) 1,400,000 - 13,524 34,518 - 159,833 59,510 1,667,385  3.57% 
                      
Other key 
management 
personnel 

          
  
  

          

Alan Wigan  275,000 106,500 5,879 34,335 - - 46,527 468,241 22.74% 9.94% 
Steven van 
Barneveld 283,755 111,500 5,879 36,931 - - 58,532 496,597 22.45% 11.79% 
Peter Nevin (iii) 275,000 - 5,879 24,750 - - 15,371 321,000   4.79% 
Adam Langford (iv) 199,500 17,500 5,879 19,530 - - 17,150 259,559 6.74% 6.61% 
Geoff Jones (v) 50,909 - 1,031 4,582 - - - 56,522     
Judy Mayhew (vi) 62,553 84,500 1,707 13,415  154,913 - (22,158) 294,930 58.30%   
Mark Duffy (vii) 98,333 16,900 1,981 10,371  20,628 - (70,373) 77,840 21.71%   
Totals 2,985,050 686,900 77,033 354,982  175,541 189,833 115,289 4,584,628     

 
(i) Peter Hay’s remuneration includes a cash bonus of $350,000 and options of $10,730 which relate to his remuneration as the 
previous Managing Director but which were paid during the current financial year. 
(ii) Included in cash salaries & fees is a sign-on payment of $1 million received for commencement of employment with the Group.  
Also included as part of the sign-on payment, was an allotment of shares in the Company valued at $159,833 that is included in share 
based payments. 
(iii) Peter Nevin was appointed as Executive General Manager Business Processes of Sedgman Limited on 16 June 2008. 
(iv) Adam Langford was appointed as General Manager of Pac-Rim on 17 September 2007.  Due to changes in management, Mr 
Langford has been assessed as key management personnel from 1 July 2008. 
(v) Geoff Jones was appointed as General Manager Intermet on 28 April 2009. 
(vi) Judy Mayhew resigned as Chief Human Resources Officer on 14 October 2008. 
(vii) Mark Duffy resigned as Chief Operating Officer – Sedgman Metals on 31 October 2008. 
(viii) The fair value of the options is calculated at the date of grant using a Black-Scholes option-pricing model and allocated to each 
reporting period evenly over the period from grant date to vesting date.  The value disclosed is the portion of the fair value of the 
options recognised in this reporting period.  In valuing the options, market conditions have been taken into account.  Remuneration in 
the form of options includes negative amounts for options forfeited during the year.



Sedgman Limited and its controlled entities 
Directors’ report 

30 June 2009 
(continued) 

- 10 - 

Remuneration report (continued) 
 
2 Details of remuneration (continued) 

 

Short-term 
Post- 

employ-
ment 

Share 
based 

payments 

2008 

Cash 
salary & 

fees 
$ 

 
Cash 

bonus 
$ 

Non-
monetary 
benefits 

$ 

Super-
annuation 
benefits 

$ 

 
Shares 

$ 

(vii) 
Options

$ 
Total 

$ 

 
Proportion of 
remuneration 
performance 

related 
% 

 
Value of 

options as 
proportion of 
remuneration 

% 
 

Non-executive 
Directors 

        

Russell Kempnich 100,000 - 5,759 9,000 - - 114,759   
Peter Hay (i) 357,569 350,000 5,759 79,500 - 38,848 831,676 42.08% 4.67% 
Rodney Lamb (ii) 100 - 4,438 85,669 - - 90,207   
David Overall (iii) - - 850 11,867 - - 12,717   
Donald Argent 56,250 - 5,759 25,500 - - 87,509   
Robert McDonald 18,750 - 5,759 63,000 - - 87,509   
Roger Short 5,000 - 5,759 76,750 - - 87,509   
Gregory Miller (iv) 26,190 - 1,983 2,357 - - 30,530   

 
Executive Directors         
Mark Read (v) 48,485 - 677 4,364 - - 53,526   

 
Other key management 
   personnel 

        

Alan Wigan 247,500 40,000 5,759 25,875 - 52,386 371,520 10.77% 14.10% 
Steven van Barneveld 247,410 47,900 5,759 27,936 - 63,373 392,378 12.21% 16.15% 
Michael Carretta (vi) 225,000 48,500 5,759 24,615 - 74,295 378,169 12.82% 19.65% 
Judy Mayhew 206,903 34,500 5,759 22,230 - 41,399 310,791 11.10% 13.32% 
Mark Duffy 281,492 47,000 5,759 29,564 - 71,698 435,513 10.79% 16.46% 
Totals 1,820,649 567,900 65,538 488,227 - 341,999 3,284,313   

 
 

(i) Peter Hay was Managing Director and Chief Executive Officer from 1 July 2007 to 16 May 2008, on which date he became a non-
executive director. 
(ii) Rodney Lamb resigned as a non-executive director on 7 April 2008. 
(iii) David Overall resigned as a non-executive director on 23 August 2007. 
(iv) Gregory Miller was appointed as a non-executive director on 26 February 2008. 
(v) Mark Read was appointed as Managing Director and Chief Executive Officer of Sedgman Limited on 19 May 2008. 
(vi) Michael Carretta ceased to be an executive from 30 June 2008. 
(vii) The fair value of the options is calculated at the date of grant using a Black-Scholes option-pricing model and allocated to each reporting 
period evenly over the period from grant date to vesting date. The value disclosed is the portion of the fair value of the options recognised in 
this reporting period. In valuing the options, market conditions have been taken into account. 
 
3 Service agreements 
 
Sedgman has entered into executive service agreements with key executives, which contain standard terms and conditions 
for agreements of this nature, including confidentiality, restraint on competition and retention of intellectual property 
provisions. The agreements are expressed to cover periods specific to individual appointments, but may generally be 
terminated by notice by either party, or earlier in the event of certain breaches of the terms and conditions. 
 
The Company has entered into an executive service contract with Mark Read, which expires on 2 April 2013. The contract 
can be terminated by the Company immediately in certain circumstances including serious misconduct, gross neglect of duty, 
incompetence or engaging in conduct that causes or may cause imminent and serious risk to the health and safety of a 
person or the reputation, viability or profitability of the Company. 
 
Mr Read’s contract may also be terminated by either party upon giving 6 months’ notice, or by the Company on 3 months’ 
notice where due to illness or incapacity, Mr Read is unable to perform his duties, or is absent, for 3 calendar months. 
 
In the event of termination for any reason, the Company will pay any accrued and untaken annual leave and, subject to the 
relevant legislation, any accrued and untaken long service leave owing to Mr Read.  A further grant of equity owing to Mr 
Read under the Long Term Incentive Plan (LTIP) may be made depending on the circumstances in which the contract is 
terminated.  If the Company decides not to renew the contract after the initial five-year term, then Mr Read will be entitled to 
receive that part of the LTIP which was to vest at the next vesting anniversary that was to occur after the date of termination 
of the Contract.  If the Company terminates the Contract due to illness or incapacity, then Mr Read will be entitled to receive 
the balance of the LTIP which is yet to vest.  If Mr Read terminates the Contract prior to the expiration of the five-year term, 
then he will not be entitled to any amount of the LTIP which is outstanding at the date of providing notice of termination. 
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Remuneration report (continued) 
 
 

4 Share-based compensation 
Options 
Options are granted under the Sedgman Limited Executive Share Option Plan, which is open to eligible executives of the 
Company. 
 

All options are offered to eligible executive employees for no consideration. The offer must be in writing and specify, amongst 
other things, the number of options for which the eligible executives may apply, the period within which the options may be 
exercised and any conditions to be satisfied before the option expiry date (as determined by the Board). 
 

Once the vesting conditions are satisfied, executives are able to exercise the options and acquire shares in the Company for 
the specified exercise price. The vesting conditions relate to the net profit after tax performance of the Company together 
with the employee remaining with the Group for a specified period. 
 
The terms and conditions of each grant of options affecting remuneration in the previous, this or future reporting periods are 
as follows: 
 

Grant date Expiry date Exercise price Value per option at 
grant date 

Vesting date 

8 June 2006  30 June 2008 $1.00 $0.181  1 September 2007 
8 June 2006  30 June 2009 $1.25 $0.141  1 September 2008 
8 June 2006  30 June 2010 $1.40 $0.140  1 September 2009 
20 February 2007  30 June 2009 $1.84 $0.320  1 September 2008 
20 February 2007  30 June 2010 $2.12 $0.216  1 September 2009 
20 February 2007  30 June 2011 $2.43 $0.232  1 September 2010 
24 September 2007  30 June 2010 $2.35 $0.793  1 September 2009 
5 May 2008  30 June 2010 $2.35 $0.793  1 September 2009 
18 September 2008  30 June 2011 $2.40 $0.229  1 September 2010 
 
Options granted under the plan carry no dividend or voting rights. The fair value at grant date is independently determined 
using a Black-Scholes option pricing model. 
 
When exercisable, each option is convertible into one ordinary share of Sedgman Limited and the shares will rank for 
dividends declared on or after the date of issue. 
 
The options will lapse upon the earlier of the date specified by the Board or events contained in the Executive Share Option 
Plan rules, including termination of employment, resignation, death or disablement. 
 
Details of options over ordinary shares in the Company provided as remuneration to each Director of Sedgman Limited and 
each of the key management personnel of the Group are set out below. 
 

Number of options granted 
during the year 

Number of options vested 
during the year 

 
Name 

2009 2008 2009 2008 
Directors of Sedgman Limited 
Russell Kempnich - - - - 
Mark Read - - - - 
Peter Hay - - 400,000 400,000 
Donald Argent - - - - 
Robert McDonald - - - - 
Roger Short - - - - 
Gregory Miller - - - - 
Other key management personnel of the Group 
Alan Wigan 80,000 150,000 200,000 200,000 
Steven van Barneveld 80,000 200,000 200,000 200,000 
Peter Nevin 15,000 60,000 - - 
Adam Langford 80,000 50,000 - - 
Geoff Jones - - - - 
Judy Mayhew 15,000 100,000 200,000 200,000 
Mark Duffy 15,000 100,000 200,000 - 

 
During the reporting period, the following shares were issued on the exercise of options previously granted as compensation: 
 

 Number of shares Amount paid $/share 
Directors of Sedgman Limited 
Peter Hay 400,000 $1.25 
Other key management personnel of the Group 
Michael Carretta 200,000 $1.25 
Judy Mayhew 200,000 $1.25 
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Remuneration report (continued) 
 
Details of vesting profiles of the options granted as remuneration to each key management person of the Group are detailed 
below. 
 

Options granted   
Name 

Number Date % forfeited in year 
Financial years in 
which grant vests 

Directors of Sedgman Limited 
Peter Hay 400,000 8 June 2006 - 2010 
Other key management personnel of the Group 
Alan Wigan 200,000 8 June 2006 - 2010 
 150,000 24 September 2007 - 2010 
 80,000 18 September 2008 - 2011 
Steven van Barneveld 200,000 8 June 2006 - 2010 
 200,000 24 September 2007 - 2010 
 80,000 18 September 2008 - 2011 
Peter Nevin 60,000 24 September 2007 - 2010 
 15,000 18 September 2008 - 2011 
Adam Langford 50,000 24 September 2007 - 2010 
 80,000 18 September 2008 - 2011 
Judy Mayhew 200,000 8 June 2006 100% 2010 
 100,000 24 September 2007 100% 2010 
 15,000 18 September 2008 100% 2011 
Mark Duffy 200,000 20 February 2007 100% 2010 
 200,000 20 February 2007 100% 2011 
 100,000 24 September 2007 100% 2010 
 15,000 18 September 2008 100% 2011 

 
 
The movement during the reporting period, by value, of options over ordinary shares in the Company held by each key 
management person is detailed below. 
 

 Value of options 

Name Granted in year 
$ (A) 

Exercised in year 
$ (B) 

Lapsed in year 
$ (C) 

Directors of Sedgman Limited 
Peter Hay - 500,000 - 
Other key management personnel of the Group 
Alan Wigan 18,320 - - 
Steven van Barneveld 18,320 - - 
Peter Nevin 3,435 - - 
Adam Langford 18,320 - - 
Geoff Jones - - - 
Judy Mayhew 3,435 250,000 n/a 
Mark Duffy 3,435 - n/a 
 
(A) The value of options granted in the year is the fair value of the options calculated at grant date using a black-scholes 

option-pricing model.  The total value of the options granted is included in the table above.  This amount is allocated to 
remuneration over the vesting period. 

(B) The value of options exercised during the year is calculated as the market price of shares of the Company as at close 
of trading on the date the options were exercised after deducting the price paid to exercise the option. 

(C) The value of the options that lapsed during the year represents the benefit forgone and is calculated at the date the 
option lapsed using a black-scholes option-pricing model assuming the performance criteria had been achieved. 

 
Employee share plans 
These share plans will be open to eligible employees, being full or permanent part-time. As the plans involve financial 
contribution from employees there will be no performance or vesting criteria which need to be satisfied before employees 
have the benefit from holding the shares. 
 
At the date of the Directors’ report, no shares have been issued or offered to employees under the share plans. 
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Remuneration report (continued) 
 
5 Additional information 
 
Loans to Directors and Executives 
No loans have been provided to key management personnel for the year ended 30 June 2009. 
 
Insurance of officers 
Indemnification 
The company has agreed to indemnify the current Directors and all officers of its controlled entities against all liabilities to 
another person (other than the Company or a related body corporate) that may arise from their position as Directors or 
officers of the Company and its controlled entities, except where liability arises out of conduct involving a lack of good faith.  
 
Insurance premiums 
The Company has insured its indemnification of liabilities in respect of Directors and officers of the Company and its 
controlled entities. 
 
The Company has not indemnified or made a relevant agreement for indemnifying against a liability any person who is or has 
been an auditor of the Company. 
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Non-audit services 
The Company may decide to employ the auditor on assignments additional to their statutory audit duties where the auditor’s 
expertise and experience with the Company and/or the Group are important. 
 
Details of the amounts paid or payable to the auditor (KPMG) for audit and non-audit services provided during the year are 
set out below. 
 
The Board has considered the position and, in accordance with the advice received from the Audit and Risk Management 
Committee, is satisfied that the provision of the non-audit services is compatible with the general standard of independence 
for auditors imposed by the Corporations Act 2001. The Directors are satisfied that the provision of non-audit services by the 
auditor, as set out below, is compatible with, and did not compromise, the auditor independence requirements of the 
Corporations Act 2001 for the following reasons: 
• all non-audit services have been reviewed by the Audit and Risk Management Committee to ensure they do not 

impact the impartiality and objectivity of the auditor 
• the non-audit services provided do not undermine the general principles relating to auditor independence as set 

out in APES 110 Code of Ethics for Professional Accountants, as they did not involve reviewing or auditing the 
auditor’s own work, acting in a management or decision-making capacity for the Company, acting as advocate for 
the Company or jointly sharing economic risk and rewards. 

 
During the year the following fees were paid or payable for services provided by the auditor of the parent entity, its related 
practices and non-related audit firms. 
 

  Consolidated 
 2009 2008 
 $ $ 
   
Audit services   
KPMG Australia:   
 Audit and review of financial reports 169,000 150,000 
 Other regulatory audit services 7,500 2,525 
Total remuneration for audit services 176,500 152,525 
   
   
Services other than the statutory audit:   
   
   
Taxation services   
KPMG Australia:   
 Taxation services 220,051 45,318 
 Research and development services 314,155 229,309 
Total remuneration for taxation services 534,206 274,627 
   
   
   
Other assurance services   
KPMG Australia:   
 Due diligence services - 69,590 
 Risk Management services 97,276 - 
Total remuneration for other assurance services 97,276 69,590 
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Corporate governance statement 
 
Sedgman is committed to implementing and maintaining the highest standard of corporate governance policies. Sedgman’s 
corporate governance charter is intended to instil good corporate governance and to build a culture of best practice both in 
Sedgman’s own internal practices and in dealing with others. 
 
The Board has assessed Sedgman’s current practice against the ASX Corporate Governance Council’s “Principles of Good 
Corporate Governance and Best Practice Recommendations” (the Guidelines) and notes that the Company’s practices are 
consistent with the Guidelines except where stated below. 
 
Principle 1 – Lay solid foundations for management and oversight 
The Board’s primary role is the protection and enhancement of long-term shareholder value. 
 
The key governance principles adopted by the Board in governing Sedgman are contained in the Board Charter, which is 
published on Sedgman’s website www.sedgman.com.au. 
 
Sedgman has implemented policies which set out those matters for which the Board is responsible and those which have 
been delegated to management. Clear guidelines have been established as to the levels of authority of all members of 
management. 
 
The most significant responsibilities of the Board are: 

• Approving, evaluating and monitoring strategy and performance against financial and non-financial targets 

• Approving and overseeing major expenditure, acquisitions and investments 

• Appointing and overseeing the performance of executive management 

• Approving and overseeing systems of risk management and internal compliance and control, codes of ethics and 
conduct and legal and statutory review 

• Approving and monitoring financial and other reporting and the operation of committees. 
 

Principle 2 – Structure the Board to add value 
The Board comprises of seven directors who have a broad range of experience, expertise, skills, qualifications and contacts 
relevant to the business of the Company and the mining and engineering sectors. 
 
One third of the Directors (excluding the Managing Director) are required to retire from office each year. Retiring Directors 
may be re-elected. 
 
Only the Managing Director, Mr Mark Read, is an Executive Director. The remaining directors are non-executive Directors of 
whom Mr Robert McDonald and Mr Roger Short are independent in accordance with the Guidelines. 
 
The Chairman, Mr Russell Kempnich, and three other Directors, Mr Peter Hay, Mr Donald Argent and Mr Gregory Miller, are 
non-executive Directors but are not deemed “independent” in accordance with the Guidelines. However, these Directors 
have extensive experience and knowledge of the industries in which Sedgman operates and Sedgman does not believe that 
their decision making is compromised. 
 
All Directors may, at Sedgman’s expense, obtain independent advice concerning any aspect of Sedgman’s operations. 
 
The previously established Nominations Committee’s charter has been expanded by the Board during the course of the year 
to function as a Nominations and Remuneration Committee. In performing its nomination function, the Committee ensures 
that the Board comprises individuals which are best able to discharge their duties as directors and add value to Sedgman.  
This committee comprises Mr Roger Short, Mr Robert McDonald and Mr Russell Kempnich. The Nominations & 
Remuneration Committee’s charter is published on the investors section of the Company’s website. 
 
Principle 3 – Promote ethical and responsible decision making 
The Board has adopted a detailed code of ethics and values to guide directors and executives in the performance of their 
duties. All directors, executives and employees are expected to act with integrity at all times and to enhance the Company’s 
reputation and performance.  
 
The Board has also adopted a detailed code of conduct for transactions in securities. The purpose of this code is to define 
the circumstances and periods in which directors, executives, and specified employees, are permitted to deal in securities so 
as to minimise the risk of securities being traded when those persons are in possession of price sensitive information that is 
not in the public domain. These periods are the four weeks following the announcement of half-year and full-year results and 
four weeks following the Annual General Meeting. Trading in these periods is subject to those persons not being in 
possession of price sensitive information. 
 
Both codes have been designed with a view to ensuring the highest ethical and professional standards, as well as 
compliance with applicable legal obligations. Both codes can be reviewed in the investors section of the Company’s website. 
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Principle 4 – Safeguard integrity in financial reporting 
The Managing Director and the Chief Financial Officer state in writing to the Board each reporting period that Sedgman’s 
financial reports present a true and fair view of the Company’s financial position and are in accordance with relevant 
accounting standards. 
 
An Audit and Risk Management Committee has been established and met on three occasions during the year. This 
committee complies with the Guidelines and consists of three non-executive Directors (currently Mr Robert McDonald, Mr 
Roger Short and Mr Donald Argent) and has its own charter which, can be reviewed in the investors section of the 
Company’s website. The Committee makes recommendations to the Board on the adequacy of the external audit, risk 
management and compliance procedures. 
 
Principle 5 – Make timely and balanced disclosure 
The Company has established policies and procedures to enable accurate, timely, clear and adequate disclosure to the 
market in compliance with the ASX Listing Rules. 
 
Continuous disclosure is a permanent item on the agenda for Board Meetings. 
 
The Directors have entered into agreements with the Company to inform the Company of any trading undertaken by them in 
the Company’s securities or any other relevant information. 
 
The Company Secretary has been appointed under the Listing Rules as the Continuous Disclosure Officer. 
 
Principle 6 – Respect the rights of shareholders 
The Board recognises the importance of this principle and aims to keep shareholders informed of the Company’s 
performance and major developments through annual reports and other correspondence, including all ASX announcements. 
All these documents are contained on the investors section of the Company’s website, and shareholders may register to 
receive all documents and announcements electronically. 
 
Shareholders are encouraged to attend and participate at general meetings. Sedgman’s auditors attend the Annual General 
Meeting and are available to answer shareholders’ questions. 
 
Principle 7 – Recognise and manage risk 
The Board, together with management, has sought to identify, monitor and mitigate risk. The Company has implemented an 
enterprise risk management framework based on AS-4360 to ensure that it only takes on business which provides an 
acceptable risk/reward profile and does not expose the Company to unacceptable commercial risk. Internal controls are 
monitored by management on a regular basis and improved if necessary. 
 
The Board requires and has received assurance from the Managing Director and Chief Financial Officer that the Company’s 
risk management and internal compliance and control system is operating efficiently and effectively. 
 
In addition to regular reviews by the Company, the Audit and Risk Management Committee regularly review the effectiveness 
of the risk management system. 
 
Principle 8 – Encourage enhanced performance 
Sedgman’s Corporate Governance Charter requires individual performance review and evaluation to be conducted formally 
on an annual basis. 
 
Regular external review processes will be undertaken (at intervals not exceeding three years) to ensure independent 
professional scrutiny and benchmarking against developing best market practice.  As part of this process, the Board will have 
an external review by the end of December 2009. 
 
In order to achieve continuing improvement in Board performance, all Directors are encouraged to undergo continuing 
professional development at the Company’s expense. 
 
Principle 9 – Remunerate fairly and responsibly 
Remuneration of Directors and executives is fully disclosed in the annual report and any changes with respect to key 
executives announced in accordance with continuous disclosure requirements. 
 
The Company’s policy in relation to remuneration is to ensure that remuneration packages properly reflect the person’s 
duties and responsibilities and that the remuneration is competitive to attract, retain and motivate people of the highest 
quality and rewards performance.  
 
As noted above at Principle 2, the Board has established a Nominations & Remuneration Committee.  In performing its 
remuneration function, this Committee advises on remuneration policy in respect of the Board and senior executives to 
ensure conformance with market best practices and alignment with shareholder interests.  This Committee met during the 
year to review current short term and long term incentive arrangements for senior management. 
 
The Board believes that an appropriate equity incentive scheme assists in attracting and retaining executives, motivates 
them to improve Sedgman’s performance and aligns their interests with those of the Group and its shareholders.  
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Principle 10 – Recognise the legitimate interests of stakeholders 
The Board recognises the legitimate interests of stakeholders and believes that this represents not only sound ethics but also 
good business sense and commercial practice. The Company expects all its employees to act with utmost integrity to 
stakeholders. 
 
The Company participates in a number of industry bodies that promote and support the industry in which the Company 
operates. The Company also supports many charitable organisations especially those which operate in the same regions 
and sectors as the Company. 
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   Consolidated  Parent 
  2009 2008 2009 2008 
 Notes $’000 $’000 $’000 $’000 
      
Revenue from services  321,931 250,646 246,133 191,475 
      
Other income 3 318 1,552 148 1,402 
Changes in construction work in progress  (6,018) 1,106 730 139 
Raw materials and consumables used  (146,026) (113,172) (131,406) (99,588) 
Depreciation and amortisation expense 4 (15,713) (13,612) (6,404) (4,653) 
Impairment of goodwill 14 (20,000) - - - 
Employee expenses  (83,912) (70,777) (54,125) (45,881) 
Agency contract fees  (10,175) (12,068) (9,482) (8,320) 
Other expenses  (24,500) (14,057) (33,766) (10,585) 
Finance costs 4 (2,800) (4,451) (1,974) (3,903) 
Share of net profits of associates and joint 
venture partnerships accounted for using the 
equity method 

 
 

35 

 
 

3,336 

 
 

10,176 

 
 

3,336 

 
 

10,176 
Profit before income tax  16,441 35,343 13,190 30,262 
      
Income tax expense 5 (9,347) (11,926) (7,707) (8,867) 
Profit for the year  7,094 23,417 5,483 21,395 
      
Profit attributable to members of  
Sedgman Limited 

  
7,094 

 
23,417 

 
5,483 

 
21,395 

      
      
      
  Cents Cents   
Earnings per share for profit attributable 
to the ordinary equity holders of the  
company: 

     

Basic earnings per share from continuing 
operations 

 
39 

 
3.9 

 
13.1 

 
 

 
 

Diluted earnings per share from continuing 
operations 

 
39 

 
3.9 

 
12.9 

 
 

 
 

 
The above income statements should be read in conjunction with the accompanying notes. 
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   Consolidated  Parent 
  2009 2008 2009 2008 
 Notes $’000 $’000 $’000 $’000 
      
ASSETS      
Current assets      
Cash and cash equivalents 6 38,575 47,614 27,654 43,740 
Trade and other receivables 7 47,065 33,785 44,612 22,869 
Other current assets 8 1,356 863 1,356 863 
Total current assets  86,996 82,262 73,622 67,472 
      
      
      
Non-current assets      
Investments 9 - - 84,233 104,233 
Investments accounted for using the equity  
method 

 
10 

 
40 

 
1,546 

 
40 

 
1,546 

Available-for-sale financial assets 11 1,000 1,000 1,000 1,000 
Property, plant and equipment 12 70,620 63,138 22,870 23,107 
Deferred tax assets  13 3,301 2,696 4,115 4,957 
Intangible assets 14 45,485 68,492 - - 
Total non-current assets  120,446 136,872 112,258 134,843 
      
      
Total assets  207,442 219,134 185,880 202,315 
      
      
      
LIABILITIES      
Current liabilities      
Trade and other payables 15 49,638 42,692 42,430 38,358 
Interest bearing liabilities 16 12,782 10,560 10,361 7,176 
Provisions 17 11,445 12,698 5,884 8,008 
Current tax liabilities 18 1,863 2,739 1,851 2,753 
Other liabilities 19 - 2,395 - - 
Total current liabilities  75,728 71,084 60,526 56,295 
      
      
      
Non-current liabilities      
Trade and other payables 20 - - 4,337 7,224 
Interest bearing liabilities 21 44,278 56,784 39,469 51,581 
Provisions 23 1,083 522 549 522 
Total non-current liabilities  45,361 57,306 44,355 59,327 
      
      
Total liabilities  121,089 128,390 104,881 115,622 
      
      
Net assets  86,353 90,744 80,999 86,693 
      
      
      
EQUITY      
Contributed equity 24 58,474 57,132 58,474 57,132 
Reserves 25(a) 3,171 2,431 3,495 2,447 
Retained profits 25(b) 24,708 31,181 19,030 27,114 
Parent entity interest  86,353 90,744 80,999 86,693 
       
      
Total equity  86,353 90,744 80,999 86,693 

 
The above balance sheets should be read in conjunction with the accompanying notes. 
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   Consolidated  Parent 
  2009 2008 2009 2008 
 Notes $’000 $’000 $’000 $’000 
      
Total equity at the beginning of the financial 
year 

 
 

 
90,744 

 
53,228 

 
86,693 

 
51,177 

Exchange differences on translation of foreign 
operations (net of tax)  

 
 

 
(308) 

 
(22) 

 
- 

 
- 

Net income / (expenses) recognised directly in 
equity 

 
(308) (22) - - 

Profit for the year  7,094 23,417 5,483 21,395 
Total recognised income and expense for 
the year 

 
 

 
6,786 

 
23,395 

 
5,483 

 
21,395 

      
      
Contributions of equity 24 1,342 25,734 1,342 25,734 
Equity compensation transactions 25 1,048 1,791 1,048 1,791 
Dividends provided for or paid 26 (13,567) (13,404) (13,567) (13,404) 
Total equity at the end of the financial year  86,353 90,744 80,999 86,693 

 
 

The above statements of changes in equity should be read in conjunction with the accompanying notes. 
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   Consolidated  Parent 
 Notes 2009 2008 2009 2008 
  $’000 $’000 $’000 $’000 
      
Cash flows from operating activities      
Cash receipts from customers  335,448 277,272 250,745 213,634 
Cash payments to suppliers and employees  (277,604) (231,553) (216,366) (183,895) 
  57,844 45,719 34,379 29,739 
Interest received  130 1,486 91 1,401 
Financing costs paid  (2,665) (4,321) (1,839) (3,773) 
Income taxes paid  (10,828) (13,627) (10,631) (10,673) 
Net cash inflow from operating 
activities  

 
38 

 
44,481 

 
29,257 

 
22,000 

 
16,694 

      
Cash flows from investing activities      
Payments for property, plant and equipment  (16,039) (12,247) (4,598) (5,053) 
Distributions and loans from / (to) joint venture 
partnerships 

 
(10,747) 7,920 (10,747) 7,920 

Proceeds from sale of property, plant and 
equipment 

  
124 

 
483 

 
- 

 
- 

Payments for available-for-sale financial assets  - (1,000) - (1,000) 
Acquisition of subsidiary 32 - (14,952) - (18,112) 
Net cash (outflow) inflow from investing 
activities  

  
(26,662) 

 
(19,796) 

 
(15,345) 

 
(16,245) 

      
      
Cash flows from financing activities      
Proceeds from exercise of share options  1,111 2,584 1,111 2,584 
Finance lease payments  (6,072) (3,875) (1,932) (1,398) 
Proceeds from borrowings  - 16,475 910 21,441 
Repayment of borrowings  (8,672) (5,372) (9,605) (5,571) 
Dividends paid 26 (13,225) (13,154) (13,225) (13,154) 
Net cash inflow (outflow) from financing  
activities  

  
(26,858) 

 
(3,342) 

 
(22,741) 

 
3,902 

      
      
Net increase (decrease) in cash and cash 
equivalents  

  
(9,039) 

 
6,119 

 
(16,086) 

 
4,351 

Cash and cash equivalents at 1 July  47,614 41,495 43,740 39,389 
Cash and cash equivalents at 30 June 6 38,575 47,614 27,654 43,740 

 
 

The above cash flow statements should be read in conjunction with the accompanying notes. 
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1 Summary of significant accounting policies 
 
The principal accounting policies adopted in the preparation of the financial report are set out below. These policies have 
been consistently applied to all the years presented, unless otherwise stated. The financial report includes separate financial 
statements for Sedgman Limited as an individual entity and the Group consisting of Sedgman Limited and its subsidiaries.  
 
The financial report was authorised for use by the directors on 19 August 2009. 
 
(a) Basis of preparation 

Statement of Compliance 
This general purpose financial report has been prepared in accordance with Australian Accounting Standards (AASBs) 
(including Australian Interpretations) adopted by the Australian Accounting Standards Board (AASB) and the Corporations 
Act 2001. 
 
The consolidated financial report of the Group and the financial report of the Company comply with International Financial 
Reporting Standards (IFRSs) and interpretations adopted by the International Accounting Standards Board (IASB). 
 
Certain comparative amounts have been reclassified to conform with the current year’s presentation. 
 
(b) Principles of consolidation 

(i) Subsidiaries 
The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of Sedgman Limited 
(“Company” or “parent entity”) as at 30 June 2009 and the results of all subsidiaries for the year then ended. Sedgman 
Limited and its subsidiaries together are referred to in this financial report as the Group. 
 
Subsidiaries are all those entities over which the Group has the power to govern the financial and operating policies, 
generally accompanying a shareholding of more than one-half of the voting rights. The existence and effect of potential 
voting rights that are currently exercisable or convertible are considered when assessing whether the Group controls another 
entity. 
 
Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are de-consolidated from 
the date that control ceases. 
 
In the Company’s financial statements, investments in subsidiaries are carried at cost less impairment losses. 
 
(ii) Joint ventures 
Joint ventures are those entities over whose activities the Group has joint control, established by contractual agreement. 
 
Jointly controlled entities 
In the consolidated financial statements, investments in jointly controlled entities are accounted for using equity accounting 
principles. Investments in joint venture entities are carried at the lower of the equity accounted amount and recoverable 
amount. Details of the joint ventures are set out in note 35. 
 
The Group’s share of the jointly controlled entities net profit or loss is recognised in the income statement from the date the 
joint control commenced until the date joint control ceases. Other movements in reserves are recognised directly in 
consolidated reserves. 
 
(iii) Transactions eliminated on consolidation 
Intra-group balances and any unrealised gains and losses or income and expenses arising from intra-group transactions, are 
eliminated in preparing the consolidated financial statements. 
 
Unrealised gains arising from transactions with associates and jointly controlled entities are eliminated to the extent of the 
Group’s interest in the entities with adjustments made to the “Investment in associates” and “Share of associates net profit” 
accounts. 
 
Unrealised losses are eliminated in the same way as unrealised gains, but only to the extent that there is no evidence of 
impairment. Gains and losses are recognised as the contributed assets are consumed or sold by the associates and jointly 
controlled entities or, if not consumed or sold by the associates or jointly controlled entities, when the Group’s interest in such 
entities is disposed of. 
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Summary of significant accounting policies (continued) 
(c) Segment reporting 

A segment is a distinguishable component of the Group that is engaged either in providing related products or services 
(business segment), or in providing products or services within a particular economic environment (geographical segment), 
which is subject to risks and rewards that are different from those of other segments. Details of segments are set out in note 
2. 
 
(d) Foreign currency translation 

(i) Functional and presentation currency 
Items included in the financial statements of each of the Group’s entities are measured using the currency of the primary 
economic environment in which the entity operates (“the functional currency”). The consolidated financial statements are 
presented in Australian dollars, which is Sedgman Limited’s functional and presentation currency. 
 
(ii) Transactions and balances 
Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the transaction. Monetary 
assets and liabilities denominated in foreign currencies at the balance sheet date are translated to Australian dollars at the 
foreign exchange rate ruling at that date. Foreign exchange differences arising on translation are recognised in the income 
statement. Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are 
translated using the exchange rate at the date of the transaction. Non-monetary assets and liabilities denominated in foreign 
currencies that are stated at fair value are translated to Australian dollars at foreign exchange rates ruling at the dates the fair 
value was determined. 
 
(iii) Group companies 
The results and financial position of all the Group entities (none of which has the currency of a hyperinflationary economy) 
that have a functional currency different from the presentation currency are translated into the presentation currency as 
follows: 
 
• assets and liabilities for each balance sheet presented are translated at the closing rate at the date of that balance 

sheet 
• income and expenses for each income statement are translated at average exchange rates (unless this is not a 

reasonable approximation of the cumulative effect of the rates prevailing on the transaction dates, in which case 
income and expenses are translated at the dates of the transactions) 

• all resulting exchange differences are recognised as a separate component of equity. 
 
(e) Revenue recognition 

Revenue is measured at the fair value of the consideration received or receivable. Amounts disclosed as revenue are net of 
returns, trade allowances and duties and taxes paid. Revenue is recognised for the major business activities as follows: 
 
(i) Rendering of services other than construction contracts 
Revenues are recognised at fair value of the consideration received net of the amount of goods and services tax (GST) 
payable to the taxation authority. 
 
Revenue from design and project management services is recognised in the period in which the service is provided, having 
regard to the stage of completion of the contract. The stage of completion is assessed by reference to an assessment of 
work performed. 
 
Where the outcome of a contract cannot be reliably estimated, contract costs are expensed as incurred. Where it is probable 
that the costs will be recovered, revenue is only recognisable to the extent of costs incurred. An expected loss is recognised 
immediately as an expense. 
 
The Group also generates revenue from the secondment of employees to the Thiess Sedgman Joint Venture at agreed 
charge-out rates.  
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1 Summary of significant accounting policies (continued) 
 
(ii) Construction contracting 
Contract revenue and expenses are recognised in accordance with the percentage of completion method unless the 
outcome of the contract cannot be reliably estimated. Where it is probable that a loss will arise from a construction contract, 
the excess of total costs over revenue is recognised as an expense immediately. 
 
Where the outcome of a contract cannot be reliably estimated, contract costs are recognised as an expense as incurred, and 
where management is satisfied that the costs will be recovered, revenue is recognised to the extent of costs incurred. 
 
The stage of completion of a contract is measured by reference to an assessment of total labour hours and other costs 
incurred to date as a percentage of the estimated total costs of the contract. 
 
(iii) Interest revenue 
Interest revenue is recognised as it accrues, taking into account the effective yield on the financial asset. 
 
(iv) Sale of non-current assets 
The gain or loss on disposal is calculated as the difference between the carrying amount of the asset at the time of disposal 
and the net proceeds on disposal (including incidental costs). The gain or loss is recognised as income or an expense. 
 
(v) Dividend income 
Dividend income is recognised as it accrues. 
 
(vi) Other revenue 
The revenue recognition policy for construction work in progress is described above. All other items of revenue are 
recognised as they accrue. 
 
(f) Income tax 

Income tax expense comprises current and deferred tax. Income tax expense is recognised in the income statement except 
to the extent that it relates to items recognised directly in equity, in which case it is recognised in equity. 
 
Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially enacted 
at the reporting date, and any adjustment to tax payable in respect of previous years. 
 
Deferred tax is recognised using the balance sheet liability method, providing for temporary differences between the carrying 
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. The following 
temporary differences are not provided for: the initial recognition of assets or liabilities that affect neither accounting nor 
taxable profit and differences relating to investments in subsidiaries to the extent that they will probably not reverse in the 
foreseeable future. The amount of deferred tax provided is based on the expected manner of realisation or settlement of the 
carrying amount of assets and liabilities, using tax rates enacted or substantively enacted at the balance sheet date.  
 
A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available against which 
the asset can be utilised. Deferred tax assets are reduced to the extent that it is no longer probable that the related tax 
benefit will be realised. 
 
Additional income taxes that arise from the distribution of dividends are recognised at the same time as the liability to pay the 
related dividend. 
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1 Summary of significant accounting policies (continued) 
 
Tax consolidation legislation 
The Company is the head entity in a tax-consolidated group comprising the Company and all of its Australian wholly owned 
subsidiaries. The implementation date of the tax consolidations system for the tax-consolidated group was 1 July 2003. 
 
The current and deferred tax amounts for the tax-consolidated group are allocated among the entities in the group using a 
“group allocation method” approach. Deferred tax assets and deferred tax liabilities are measured by reference to the 
carrying amounts of the assets and liabilities in the Company’s balance sheet and their tax values applying under tax 
consolidation. 
 
Any current tax liabilities (or assets) and deferred tax assets arising from unused tax losses assumed by the head entity from 
the subsidiaries in the tax consolidated group are recognised in conjunction with any tax funding arrangement amounts (refer 
below). Any difference between these amounts is recognised by the Company as an equity contribution to or distribution from 
the subsidiary. Distributions firstly reduce the carrying amount of the investment in the subsidiary and are then recognised as 
revenue. 
 
The Company recognises deferred tax assets arising from unused tax losses of the tax-consolidated group to the extent that 
it is probable that future taxable profits of the tax-consolidated group will be available against which the asset can be utilised. 
Any subsequent period adjustments to deferred tax assets arising from unused tax losses assumed from subsidiaries are 
recognised by the head entity only. 
 
The members of the tax-consolidated group have entered into a tax funding arrangement which sets out the funding 
obligations of members of the tax-consolidated group in respect of tax amounts. The tax funding arrangements require 
payments to/from the head entity equal to the current tax liability (asset) assumed by the head entity and any tax-loss 
deferred tax asset assumed by the head entity. The members of the tax-consolidated group have also entered into a valid 
Tax Sharing Agreement under the tax consolidation legislation which sets out the allocation of income tax liabilities between 
the entities should the head entity default on its tax payment obligations and the treatment of entities leaving the tax-
consolidated group. 
 
(g) Leases 
Leases of property, plant and equipment where the Group has substantially all the risks and rewards of ownership are 
classified as finance leases (note 12). Finance leases are capitalised at the lease’s inception at the lower of the fair value of 
the leased property and the present value of the minimum lease payments. The corresponding rental obligations, net of 
finance charges, are included in other long-term payables. Each lease payment is allocated between the liability and finance 
charges so as to achieve a constant rate on the finance balance outstanding. The interest element of the finance cost is 
charged to the income statement over the lease period so as to produce a constant periodic rate of interest on the remaining 
balance of the liability for each period. The property, plant and equipment acquired under finance leases is depreciated over 
the shorter of the asset’s useful life and the lease term. 
 
Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as 
operating leases (note 30). Payments made under operating leases (net of any incentives received from the lessor) are 
charged to the income statement on a straight-line basis over the period of the lease. 
 
(h) Impairment of assets 
The carrying amounts of the Group’s non-current assets, trade and other receivables (see accounting policy (j)), construction 
contract assets (see accounting policy (z)) and available-for-sale financial assets (see accounting policy (l)), are reviewed at 
each reporting date to determine whether there is any indication of impairment. If any such indication exists, the asset’s 
recoverable amount is estimated (see accounting policy (w)).  For goodwill, the recoverable amount is estimated each year. 
 
For the purpose of impairment testing, assets are grouped together into the smallest group of assets that generates cash 
inflows from continuing use that are largely independent of the cash inflows of other assets or groups of assets (the “cash-
generating unit”).  The goodwill acquired in a business combination, for the purpose of impairment testing, is allocated to 
cash-generating units that are expected to benefit from the synergies of the combination. 
 
An impairment loss is recognised whenever the carrying amount of an asset or its cash-generating unit exceeds its 
recoverable amount. Impairment losses are recognised in the income statement. An impairment loss in respect of goodwill is 
not reversed. 
 
(i) Cash and cash equivalents 
Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on demand and 
form an integral part of the Group’s cash management are included as a component of cash and cash equivalents for the 
purpose of the statement of cash flows. 
 
(j) Trade and other receivables 
Trade and other receivables are stated at their cost less impairment losses. 
 
Collectibility of trade receivables is reviewed on an ongoing basis. Debts which are known to be uncollectible are written off.  
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1 Summary of significant accounting policies (continued) 
 
A provision for impaired receivables is established when there is objective evidence that the Group will not be able to collect 
all amounts due according to the original terms of receivables. 
 
(k) Inventories 
Inventories are stated at the lower of cost and net realisable value. Net realisable value is the estimated selling price in the 
ordinary course of business, less the estimated costs of completion and selling expenses. 
 
(l) Available-for-sale financial assets 
Available-for-sale financial assets, comprise investments in unlisted equity securities which are measured at fair value. 
Changes in fair value, other than impairment losses, are recognised directly in equity.  When the investment is derecognised, 
the cumulative gain or loss in equity is transferred to the income statement. 
 
(m) Estimates and judgements 
Judgements made by management in the application of Australian Accounting Standards that have a significant effect on the 
financial report and estimates with a significant risk of material adjustment in the next year are as follows: 
 

• Assessment of projects on a percentage of completion basis, in particular with regard to accounting for variations, the 
timing of profit recognition and the amount of profit recognised (refer note 40); 

 

• Testing of assets for impairment (refer note 14). 
 

Critical accounting judgements in applying the Group’s accounting policies are as follows: 
 

• Estimation of the economic life of property, plant and equipment (refer note 12). 
 
(n) Property, plant and equipment 
 
(i) Recognition and measurement 
 
Items of property, plant and equipment are stated at cost less accumulated depreciation (see below) and impairment losses 
(see accounting policy (h)). The cost of self-constructed assets and acquired assets includes (i) the initial estimate at the time 
of installation and during the period of use, when relevant, of the costs of dismantling and removing the items and restoring 
the site on which they are located, and (ii) changes in the measurement of existing liabilities recognised for these costs 
resulting from changes in the timing or outflow of resources required to settle the obligation or from changes in the discount 
rate. 
 
Where parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items 
of property, plant and equipment. 
 
(ii) Subsequent costs 
 
Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when 
it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be 
measured reliably. All other repairs and maintenance are charged to the income statement during the financial period in 
which they are incurred. 
 
(iii) Depreciation 
 
Depreciation is calculated using the straight line method to allocate their cost or revalued amounts, net of their residual 
values, over their estimated useful lives. The estimated useful lives in the current and comparative periods are as follows: 
 
- Buildings 50 years 
- Blair Athol CHPP 5 years 
- Plant and equipment 2.5 – 10 years 
- Vehicles 3 – 7 years 
- Structural improvements 7 – 40 years 
- Leased plant and equipment 3 – 10 years  
 
Assets are depreciated from their date of acquisition. 
 
The residual value, if significant, is reassessed annually. 
 
(o) Intangible assets 
 
(i) Goodwill 
 
Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the net identifiable 
assets of the acquired subsidiary at the date of acquisition. Goodwill on acquisitions of subsidiaries is included in intangible 
assets. Goodwill is not amortised. Instead, goodwill is tested for impairment annually, or more frequently if events or changes 
in circumstances indicate that it might be impaired, and is carried at cost less accumulated impairment losses. Gains and 
losses on the disposal of an entity include the carrying amount of goodwill relating to the entity sold. 
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1 Summary of significant accounting policies (continued) 
 
 
(ii) Brands 
 
Brands have a finite useful life and are carried at cost less accumulated amortisation and impairment losses. 
 
(iii) Customer contracts 
 
Customer contracts acquired as part of a business combination are recognised separately from goodwill. The customer 
contracts are carried at their fair value at the date of acquisition less accumulated amortisation and impairment losses. 
 
(iv) Amortisation 
 
Amortisation is recognised in the income statement on a straight-line basis over the estimated useful lives of intangible 
assets, other than goodwill, from the date that they are available for use. The estimated useful lives for the current period are 
as follows: 
 
- Brands 13 years 
- Customer contracts 1 – 13 years 
 
(p) Trade and other payables 
 
Trade and other payables are stated at cost. 
 
(q) Borrowings 
 
Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are subsequently measured at 
amortised cost. Any difference between the proceeds (net of transaction costs) and the redemption amount is recognised in 
the income statement over the period of the borrowings using the effective interest method.  
 
(r) Borrowing costs 

Borrowing costs include interest, amortisation of discounts or premiums relating to borrowings and amortisation of ancillary 
costs incurred in connection with arrangement of borrowings. 
 
(s) Provisions 

A provision is recognised in the balance sheet when the Group has a present legal or constructive obligation as a result of a 
past event that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the 
obligation. If the effect is material, provisions are determined by discounting the future expected cash flows at a pre-tax rate 
that reflects current market assessments of the time value of money and, where appropriate, the risks specific to the liability. 
 
Decommissioning 
 
In accordance with the Group’s applicable legal requirements, a provision for decommissioning in respect of the Blair Athol 
CHPP is recognised. 
 
The provision is the best estimate of the present value of the expenditure required to settle the restoration obligation at the 
reporting date, based on current legal requirements and technology. Future restoration costs are reviewed annually and any 
changes are reflected in the present value of the restoration provision at the end of the reporting period.  
 
The amount of the provision for future restoration costs is capitalised and is depreciated in accordance with the policy set out 
in note (m). The unwinding of the effect of discounting on the provision is recognised as a finance cost.  
 
Onerous contracts 
 
A provision for onerous contracts is recognised when the expected benefits to be derived by the Group from a contract are 
lower than the unavoidable costs of meeting its obligations under the contract.  The provision is measured at the present 
value of the lower of the expected cost of terminating the contract and the expected net cost of continuing with the contract.  
Before a provision is established, the Group recognises any impairment loss on the assets associated with that contract. 
 
(t) Employee benefits 

(i) Wages and salaries, annual leave and sick leave 
 
Liabilities for employee benefits for wages, salaries, annual leave and sick leave that are expected to be settled within 12 
months of reporting date represent present obligations resulting from employees’ services provided to reporting date and are 
calculated at undiscounted amounts based on remuneration wage and salary rates that the Group expects to pay as at 
reporting date including related on-costs, such as superannuation, workers compensation insurance and payroll tax. 
 
Non-accumulating non-monetary benefits such as housing and cars are expensed by the Group as the benefits are taken by 
the employee. 
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1 Summary of significant accounting policies (continued) 
 
(ii) Long service leave 
The Group’s net obligation in respect of long-term service benefits is the amount of future benefit that employees have 
earned in return for their service in the current and prior periods. The obligation is calculated using expected future increases 
in wages and salary rates including related on-costs and expected settlement dates, and is discounted using the rates 
attached to the Commonwealth Government bonds at the balance sheet date which have maturity dates approximating to the 
terms of the Group’s obligations. 
 
(iii) Share-based payments 
Share-based compensation benefits are provided to employees via an executive share option plan. 
 
The fair value of options granted is recognised as an employee benefit expense with a corresponding increase in equity. The 
fair value is measured at grant date and recognised over the period during which the employees become unconditionally 
entitled to the options. 
 
The fair value at grant date is independently determined using a Black-Scholes option pricing model that takes into account 
the terms and conditions upon which the options were granted. 
 
The amount recognised as an expense is adjusted to reflect the actual number of share options that vest except where 
forfeiture is only due to share prices not achieving the threshold for vesting. 
 
(iv) Bonus plan 
The Group recognises a liability for bonuses based on a formula that takes into consideration the profit attributable to the 
Company’s shareholders after certain adjustments. The Group recognises a provision where it is contractually obliged to pay 
an amount under the bonus plan or where there is a past practice that has created a constructive obligation. 
 
(v) Superannuation 
Contributions to defined contribution plans are recognised as an expense as they are made. 
 
(vi) Termination benefits 
Termination benefits are recognised as an expense when the Group is demonstrably committed, without realistic possibility 
of withdrawal, to a formal detailed plan to terminate employment before the normal retirement date. Termination benefits for 
voluntary redundancies are recognised if the Group has made an offer encouraging voluntary redundancy, it is probable that 
the offer will be accepted, and the number of acceptances can be estimated reliably. 
 
(u) Contributed equity 

Ordinary shares are classified as equity. 
 
Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction, net of tax 
from the proceeds. Incremental costs directly attributable to the issue of new shares or options for the acquisition of a 
business are not included in the cost of the acquisition as part of the purchase consideration. 
 
(v) Earnings per share 

(i) Basic earnings per share 
Basic earnings per share is calculated by dividing the profit attributable to equity holders of the company, excluding any costs 
of servicing equity other than ordinary shares, by the weighted average number of ordinary shares outstanding during the 
financial year, adjusted for bonus elements in ordinary shares issued during the year. 
 
(ii) Diluted earnings per share 
Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take into account the 
after income tax effect of interest and other financing costs associated with dilutive potential ordinary shares and the 
weighted average number of additional ordinary shares that would have been outstanding assuming the conversion of all 
dilutive potential ordinary shares. 
 
(w) Recoverable amount of non-current assets 

The recoverable amount of the Group’s receivables carried at amortised cost is calculated as the present value of estimated 
future cash flows, discounted at the original effective interest rate (i.e., the effective interest rate computed at initial 
recognition of these financial assets). Receivables with a short duration are not discounted. 
 
Impairment of receivables is not recognised until objective evidence is available that a loss event has occurred. Receivables 
are individually assessed for impairment. 
 
The recoverable amount of other assets is the greater of their fair value less costs to sell and value in use. In assessing 
value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects 
current market assessments of the time value of money and the risks specific to the asset. For an asset that does not 
generate largely independent cash inflows, the recoverable amount is determined for the cash-generating unit to which the 
asset belongs. 
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1 Summary of significant accounting policies (continued) 
 
(x) Goods and Services Tax (GST) 

Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred is not 
recoverable from the taxation authority. In this case it is recognised as part of the cost of acquisition of the asset or as part of 
the expense. 
 
Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST 
recoverable from, or payable to, the taxation authority is included with other receivables or payables in the balance sheet.  
 
Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or financing activities 
which are recoverable from, or payable to the taxation authority, are presented as operating cash flow. 
 
(y) New accounting standards and interpretations 

The following standards, amendments to standards and interpretations have been identified as those which may impact the 
entity in the period of initial application. They are available for early adoption at 30 June 2009, but have not been applied in 
preparing this financial report. 
 
• Revised AASB 3 Business Combinations (2008) incorporates the following changes that are likely to be relevant to the 

Group’s operations: 
- The definition of a business has been broadened, which is likely to result in more acquisitions being treated as 

business combinations 
- Contingent consideration will be measured at fair value, with subsequent changes therein recognised in profit or loss 
- Transaction costs, other than share and debt issue costs, will be expensed as incurred 
- Any pre-existing interest in the acquiree will be measured at fair value with the gain or loss recognised in profit or 

loss 
- Any non-controlling (minority) interest will be measured at either fair value, or at its proportionate interest in the 

identifiable assets and liabilities of the acquiree, on a transaction-by-transaction basis. 
Revised AASB 3, which becomes mandatory for the Group’s 30 June 2010 financial statements, will be applied 
prospectively and therefore there will be no impact on prior periods in the Group’s 2010 consolidated financial 
statement. 

• Amended AASB 127 Consolidated and Separate Financial Statements (2008) requires accounting for changes in 
ownership interests by the Group in a subsidiary, while maintaining control, to be recognised as an equity transaction. 
When the Group loses control of subsidiary, any interest retained in the former subsidiary will be measured at fair value 
with the gain or loss recognised in profit or loss. The amendments to AASB 127, which become mandatory for the 
Group’s 30 June 2010 financial statements are not expected to have a significant impact on the consolidated financial 
statements. 

• AASB 8 Operating Segments introduces the “management approach” to segment reporting. AASB 8, which becomes 
mandatory for the Group’s 30 June 2010 financial statements, will require a change in the presentation on and 
disclosure of segment information based on the internal reports regularly reviewed by the Group’s Chief Operating 
Decision Maker in order to assess each segment’s performance and to allocate resources to them. Currently the Group 
presents segment information in respect of its business and geographical segments (see note 2). The Group has not yet 
finalised its assessment of segments under the requirements of the new standard. 

• Revised AASB 101 Presentation of Financial Statements (2007) introduces the term total comprehensive income, which 
represents changes in equity during a period other than those changes resulting from transactions with owners in their 
capacity as owners. Total comprehensive income may be presented in either a single statement of comprehensive 
income (effectively combining both the income statement and all non-owner changes in equity in a single statement) or, 
in an income statement and a separate statement of comprehensive income. The Group has not yet determined the 
potential effect of the amendment. 

• Revised AASB 123 Borrowing Costs removes the option to expense borrowing costs and requires that an entity 
capitalise borrowing costs directly attributable to the acquisition, construction or production of a qualifying asset as part 
of the cost of that asset. The revised AASB 123 will become mandatory for the Group’s 30 June 2010 financial 
statements.  There will be no impact of the revised requirements on the prior periods presented in the Group’s 30 June 
2010 financial statements. 

• AASB 2008-1 Amendments to Australian Accounting Standard – Share-based Payment: Vesting Conditions and 
Cancellations clarifies the definition of vesting conditions, introduces the concept of non-vesting conditions, requires 
non-vesting conditions to be reflected in grant-date fair value and provides the accounting treatment for non-vesting 
conditions and cancellations. The amendments to AASB 2 will be mandatory for the Group’s 30 June 2010 financial 
statements, with retrospective application. The Group has not yet determined the potential effect of the amendment. 

• AASB 2008-5 Amendments to Australian Accounting Standards arising from the Annual Improvements Process and 
2008-6 Further Amendments to Australian Accounting Standards arising from the Annual Improvements Process affect 
various AASBs resulting in minor changes for presentation, disclosure, recognition and measurement purposes. The 
amendments, which become mandatory for the Group’s 30 June 2010 financial statements, are not expected to have 
any impact on the financial statements. 
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1 Summary of significant accounting policies (continued) 
 

• AASB 2008-7 Amendments to Accounting Standards – Cost of an Investment in a Subsidiary, Jointly Controlled Entity 
or Associate changes the recognition and measurement dividend receipts as income and addresses the accounting of a 
newly formed parent entity in the separate financial statements. The Group has not yet determined the potential effect of 
the amendments. 

 
(z) Construction work in progress 

Valuation 
 
Construction work in progress is carried at cost plus profit recognised to date based on the value of work completed less 
progress billings and less provision for foreseeable losses, allocated between amounts due from customers and amounts 
due to customers. 
 
Cost includes both variable and fixed costs directly related to specific contracts, and those which can be attributed to contract 
activity in general and which can be allocated to specific contracts on a reasonable basis and other costs specifically 
chargeable under the contract. 
 
Where progress billings exceed cost plus profit recognised to date the net amount is disclosed in creditors.  
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2 Segment information 
 
(a) Description of segments 
Business segments 
The major products/services from which the group derives revenue are: 
 
Engineering services 
Design, construction and commissioning of coal handling and preparation plants, minerals processing plants and other 
related equipment. 
 
Operations 
Operation and ownership of coal handling and preparation plants, and ore crushing and screening plants. 
 
Geographical segments 
The Group operates predominately in Australia, however offices have been established in Johannesburg (South Africa), 
Beijing (China) and Santiago (Chile). 
 
(b) Primary reporting format – business segments 
 
2009 Engineering 

Services 
 

Operations 
 

Consolidated 
 $’000 $’000 $’000 
    
Revenue 197,720 124,211 321,931 
Segment profit/(loss) from ordinary activities (3,294) 16,081 12,787 
Share of net profits of associates and joint venture partnerships * 2,600 736 3,336 
Total profit (694) 16,817 16,123 
Unallocated revenue   318 
Unallocated expenses   - 
Profit before income tax   16,441 
Income tax expense   (9,347) 
Profit for the year   7,094 
    
Segment assets 95,728 111,714 207,442 
Segment liabilities 69,143 51,946 121,089 
Acquisitions of property, plant and equipment, intangibles and other 
non-current segment assets 

 
3,368 

 
17,023 

 
20,391 

    
Depreciation and amortisation expense 2,657 13,056 15,713 
Impairment of goodwill 20,000 - 20,000 
    
    
2008 Engineering 

Services 
 

Operations 
 

Consolidated 
 $’000 $’000 $’000 
    
Revenue 158,765 91,881 250,646 
Segment profit/(loss) from ordinary activities 15,349 8,266 23,615 
Share of net profits of associates and joint venture partnerships * 9,576 600 10,176 
Total profit 24,925 8,866 33,791 
Unallocated revenue   1,552 
Unallocated expenses   - 
Profit before income tax   35,343 
Income tax expense   (11,926) 
Profit for the year   23,417 
    
Segment assets 113,061 106,073 219,134 
Segment liabilities 68,202 60,188 128,390 
Acquisitions of property, plant and equipment, intangibles and other 
non-current segment assets 

 
40,233 

 
23,959 

 
64,192 

    
Depreciation and amortisation expense 3,819 9,793 13,612 
 
 
* Before allocation of indirect costs associated with the management of the joint ventures. 
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3 Other income 
 
  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Interest income 130 1,486 91 1,401 
Sundry income 188 66 57 1 
 318 1,552 148 1,402 
 
 
4 Expenses 
 
  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
Depreciation and amortisation     
 Property, plant and equipment 7,241 5,400 4,087 3,093 
 Leased plant and equipment 5,465 2,931 2,317 1,560 
 Customer contracts 2,757 5,251 - - 
 Brands 250 30 - - 
Total depreciation and amortisation 15,713 13,612 6,404 4,653 
     
Finance costs     
 Interest and finance charges paid/payable 2,800 4,451 1,974 3,903 
Finance costs expensed 2,800 4,451 1,974 3,903 
 Interest income (130) (1,486) (91) (1,401) 
Net finance costs 2,670 2,965 1,883 2,502 
 
Contributions to defined contribution superannuation funds by the Group for the year ended 30 June 2009 are for the amount 
of $4.889 million (2008: $4.226 million). 
 
Losses incurred by the Group on the sale of property, plant and equipment for the year ended 30 June 2009 were $78,155 
(2008: $103,845). 
 
During the period, the parent recognised an impairment loss on investments in controlled entities of $20.0 million (2008: nil) – 
refer note 9. 

 
 

5 Income tax expense 
  

  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
(a) Income tax expense 

 
    

Current tax 12,613 13,254 9,526 10,297 
Current tax – prior year adjustment * (2,628) (774) (2,651) (774) 
Deferred tax (638) (554) 832 (656) 
 9,347 11,926 7,707 8,867 
(b) Numerical reconciliation of income tax 

  expense to prima facie tax payable  
 

    

Profit from continuing operations before income 
tax expense 

 
16,441 

 
35,343 

 
13,190 

 
30,262 

Tax at the Australian tax rate of 30% (2008: 30%) 4,932 10,603 3,957 9,079 
Tax effect of amounts which are not deductible 
(taxable) in calculating taxable income: 

  
 

  
 

 Impairment charges 6,000 - 6,000 - 
 Other non-allowable deductions 922 2,156 401 562 
Difference in overseas tax rates 121 (59) - - 
Under (over) provision in prior years * (2,628) (774) (2,651) (774) 
Total income tax expense 9,347 11,926 7,707 8,867 

 
* Included in the overprovision in prior years is an amount of $2,650,558 (2008: $773,695) which relates to the finalisation of 
the Group’s claim for the R&D tax concession.
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6 Current assets – Cash and cash equivalents 
 
  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Cash at bank 38,575 47,614 27,654 43,740 
 38,575 47,614 27,654 43,740 
 
The weighted average effective interest rate applicable to cash as at 30 June 2009 is 1.76% (2008: 6.47%).  The weighted 
average interest rate on cash held throughout the year ended 30 June 2009 was 3.67% (2008: 6.84%). 

 

7 Current assets – Trade and other receivables 
 

  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Trade receivables 43,864 30,278 32,412 19,952 
Provision for impairment of receivables (4,060) - - - 
Construction work in progress (note 40) 4,913 1,834 4,913 1,834 
Other receivables and prepayments 2,348 1,673 1,420 776 
Receivable from controlled entity - - 5,867 307 
 47,065 33,785 44,612 22,869 

 
Trade and other receivables are non-interest bearing and are expected to be received within 12 months.  The Group’s 
exposure to credit risks and impairment losses related to trade and other receivables (excluding construction work in 
progress) are disclosed in note 36. 
 
8 Current assets – Other current assets 

 
  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Spare parts and consumables 1,356 863 1,356 863 
 1,356 863 1,356 863 

 
 

9 Non-current assets - Investments 
 

  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Investments in controlled entities - - 84,233 104,233 
 - - 84,233 104,233 

 
During the financial period, the parent entity recognised an impairment loss of $20.0 million on its investment in Intermet 
Engineering Pty Ltd following the completion of the impairment testing outlined in note 14. 

 
10 Non-current assets – Investments accounted for using the equity method 

 
  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Interests in joint venture partnerships (note 35) 40 1,546 40 1,546 
  40 1,546 40 1,546 

 
 

11 Non-current assets – Available-for-sale financial assets 
 

Available-for-sale financial assets include the following classes of financial assets: 
 

  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Unlisted securities     
 Equity securities 1,000 1,000 1,000 1,000 
  1,000 1,000 1,000 1,000 
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12 Non-current assets – Property, plant and equipment 

 
 
 

 
 
Consolidated 

 
Land & 

Buildings 

Blair 
Athol 
CHPP 

 
Plant & 

Equipment 

 
Motor 

vehicles 

Structural 
improve- 

ments 

Leased 
plant & 

equipment 

 
 

Total 
 $’000 $’000 $’000 $’000 $’000 $’000 $’000 
        
At 1 July 2007        
- Cost 3,890 3,702 29,211 1,035 1,215 15,644 54,697 
Accumulated depreciation - (1,690) (5,256) (191) (186) (2,143) (9,466) 
Net book amount 3,890 2,012 23,955 844 1,029 13,501 45,231 
        
Year ended 30 June 2008        
Opening net book amount 3,890 2,012 23,955 844 1,029 13,501 45,231 
Acquisitions through 
business combinations 

 
- 

 
- 

 
264 

 
- 

 
- 

 
- 

 
264 

Additions  82 - 10,239 520 1,406 14,314 26,561 
Disposals - - (500) (60) - (27) (587) 
Depreciation charge (39) (779) (4,253) (193) (136) (2,931) (8,331) 
Closing net book amount 3,933 1,233 29,705 1,111 2,299 24,857 63,138 
        
At 30 June 2008        
- Cost 3,978 3,702 39,214 1,495 2,621 29,931 80,941 
Accumulated depreciation (45) (2,469) (9,509) (384) (322) (5,074) (17,803) 
Net book amount 3,933 1,233 29,705 1,111 2,299 24,857 63,138 
        
Year ended 30 June 2009        
Opening net book amount 3,933 1,233 29,705 1,111 2,299 24,857 63,138 
Additions - 277 15,057 228 477 4,352 20,391 
Disposals - - (111) (92) - - (203) 
Depreciation charge (30) (944) (5,931) (252) (84) (5,465) (12,706) 
Closing net book amount 3,903 566 38,720 995 2,692 23,744 70,620 
        
At 30 June 2009        
- Cost 3,978 3,979 54,160 1,631 3,098 34,283 101,129 
Accumulated depreciation (75) (3,413) (15,440) (636) (406) (10,539) (30,509) 
Net book amount 3,903 566 38,720 995 2,692 23,744 70,620 
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12  Non-current assets – Property, plant and equipment (continued) 

 
 

 
 
 
Parent 

 
Land & 

Buildings 

Blair 
Athol 
CHPP 

 
Plant & 

Equipment 

 
Motor 

vehicles 

Structural 
improve- 

ments 

Leased 
plant & 

equipment 

 
 

Total 
 $’000 $’000 $’000 $’000 $’000 $’000 $’000 
        
At 1 July 2007        
- Cost - 3,702 8,738 685 1,215 7,455 21,795 
Accumulated depreciation - (1,690) (4,079) (162) (186) (1,531) (7,648) 
Net book amount - 2,012 4,659 523 1,029 5,924 14,147 
        
Year ended 30 June 2008        
Opening net book amount - 2,012 4,659 523 1,029 5,924 14,147 
Additions  - - 3,251 396 1,406 8,560 13,613 
Disposals - - - - - - - 
Depreciation charge - (779) (2,042) (136) (136) (1,560) (4,653) 
Closing net book amount  1,233 5,868 783 2,299 12,924 23,107 
        
At 30 June 2008        
- Cost - 3,702 11,989 1,081 2,621 16,015 35,408 
Accumulated depreciation - (2,469) (6,121) (298) (322) (3,091) (12,301) 
Net book amount - 1,233 5,868 783 2,299 12,924 23,107 
        
Year ended 30 June 2009        
Opening net book amount - 1,233 5,868 783 2,299 12,924 23,107 
Additions - 277 3,746 98 477 1,569 6,167 
Disposals - - - - - - - 
Depreciation charge - (944) (2,862) (197) (84) (2,317) (6,404) 
Closing net book amount - 566 6,752 684 2,692 12,176 22,870 
        
At 30 June 2009        
- Cost - 3,979 15,735 1,179 3,098 17,584 41,575 
Accumulated depreciation - (3,413) (8,983) (495) (406) (5,408) (18,705) 
Net book amount - 566 6,752 684 2,692 12,176 22,870 
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13 Non-current assets – Deferred tax assets 

 
  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
The balance comprises temporary differences  
attributed to:  
 

    

Accrued expenses 297 24 199 20 
Unrealised foreign exchange 3 2 3 2 
Employee benefits 3,067 3,808 2,444 3,171 
Doubtful Debts 1,218 - - - 
Surplus lease space 541 - - - 
Demobilisation Fees 27 - - - 
Equity raising costs 174 347 174 347 
Dismantling provision 149 114 149 114 
Rectification works - 112 - - 
Foreign project loss 91 91 91 91 
CFC attributable income 105 105 105 105 
Finance leases 165 22 100 - 
Joint Venture distributions 908 1,208 908 1,208 
 6,745 5,833 4,173 5,058 
     
Set-off of deferred tax liabilities of parent entity 
pursuant to set-off provisions (note 22) 

 
(3,444) 

 
(3,137) 

 
(58) 

 
(101) 

Net deferred tax assets 3,301 2,696 4,115 4,957 
 

 

14 Non-current assets – Intangible assets 
 

  
Goodwill 

 
Brands 

Customer 
Contracts 

 
       Total 

 $’000 $’000 $’000 $’000 
     
Cost     
Balance at 1 July 2008 51,304 3,270 21,159 75,733 
Balance at 30 June 2009 51,304 3,270 21,159 75,733 
     
Amortisation and impairment losses     
Balance at 1 July 2008 - (395) (6,846) (7,241) 
Amortisation for the year - (250) (2,757) (3,007) 
Impairment charge (20,000) - - (20,000) 
Balance at 30 June 2009 (20,000) (645) (9,603) (30,248) 
     
Carrying amounts     
At 1 July 2008 51,304 2,875 14,313 68,492 
At 30 June 2009 31,304 2,625 11,556 45,485 

 
The group performed impairment testing of goodwill during the twelve months ended 30 June 2009.  As a result of this 
testing, the carrying amount of the cash generating unit relating to Intermet Engineering Pty Ltd was determined to be higher 
than its recoverable amount and an impairment loss of $20 million was recognised.  The impairment loss was allocated fully 
to goodwill.  The impairment resulted from a reduced level of activity for this business resulting from weak global economic 
conditions and falls in metals prices. 
 
For the purpose of impairment testing, goodwill is allocated to the Group’s operating divisions which represent the lowest 
level within the Group at which the goodwill is monitored for internal management purposes. 
 
The aggregate carrying amounts of goodwill allocated to each unit are as follows: 
 
  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Pac-Rim Group 15,790 15,790 - - 
Intermet Engineering Pty Ltd 15,514 35,514 - - 
 31,304 51,304 - - 
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14 Non-current assets – Intangible assets (continued) 
 
The recoverable amount of a cash-generating unit is determined based on value-in-use calculations.  These calculations use 
cash flow projections based on financial forecasts approved by management covering a five-year period.  Cash flows beyond 
the five-year period are extrapolated using an estimated growth rate of 3.0%. 
 
In performing the value-in-use calculations, the Group has applied a post-tax discount rate of 11.10% (equivalent to a pre-tax 
discount rate of 14.51%). 
 
 
15 Current liabilities – Trade and other payables 

 
  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Trade payables 10,881 11,716 10,656 9,054 
Payable to joint venture partnerships 2,856 17,172 2,856 17,172 
Progress claims in advance (note 40) 16,560 8,425 10,774 8,425 
Other creditors and accruals 19,341 5,379 18,144 3,707 
 49,638 42,692 42,430 38,358 

 
Trade and other payables are non-interest bearing and are expected to be settled within 12 months. 
 
 
16 Current liabilities – Interest-bearing liabilities 

 
  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Lease liabilities (note 30) 4,757 5,222 2,336 1,838 
Commercial loans (secured) 8,025 5,338 8,025 5,338 
Total current interest-bearing borrowings 12,782 10,560 10,361 7,176 

 
Total financing facilities at reporting date are $157.7 million (2008: $126.6 million). Total utilised facilities at reporting date are 
$89.5 million (2008: $67.3 million). 
 
A commercial loan is secured by a fixed charge over the Blair Athol CHPP. 
 
A further two commercial loans are secured by a fixed and floating charge over Sedgman Limited. 
 
 
17 Current liabilities – Provisions 

 
  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Employee benefits 10,087 12,323 5,884 8,008 
Surplus lease space 1,268 - - - 
Demobilisation 90 - - - 
Rectification works - 375 - - 
 11,445 12,698 5,884 8,008 

 
 

18 Current liabilities – Current tax liabilities 
 

  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Income tax payable 1,863 2,739 1,851 2,753 
 1,863 2,739 1,851 2,753 
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19 Current liabilities – Other liabilities 
 

  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Deferred revenue - 2,395 - - 
 - 2,395 - - 

 
 
20 Non-current liabilities – Trade and other payables 

 
  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Payable to controlled entities - - 4,337 7,224 
 - - 4,337 7,224 

 
 

21 Non-current liabilities – Interest-bearing liabilities 
 

  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Lease liabilities (note 30) 15,273 16,529 10,464 11,326 
Commercial loans (secured) (note 16) 29,005 40,255 29,005 40,255 
Total non-current borrowings 44,278 56,784 39,469 51,581 

 
 

22 Non-current liabilities – Deferred tax liabilities 
 

  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
The balance comprises temporary differences  
attributable to:  
 

    

Accrued income 60 76 34 37 
Borrowing costs 4 2 4 2 
Finance leases - - - 15 
Prepayments - 2 - 2 
Brands 787 862 - - 
Customer contracts 118 118 - - 
Customer relationships 1,662 1,229 - - 
Land & Buildings 793 803 - - 
Joint Venture distributions 20 45 20 45 
 3,444 3,137 58 101 
Set-off of deferred tax liabilities of parent entity 
pursuant to set-off provisions (note 13) 

 
(3,444) 

 
(3,137) 

 
(58) 

 
(101) 

Net deferred tax liabilities - - - - 
 
 

23 Non-current liabilities – Provisions 
 

  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Dismantling Blair Athol CHPP 549 522 549 522 
Surplus lease space 534 - - - 
 1,083 522 549 522 
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24 Contributed equity 

 
  Parent  Parent 
 2009 2008 2009 2008 
 Shares Shares $’000 $’000 
     
(a)  Share capital     
     
Ordinary shares     
 Fully paid 180,974,246 180,036,603 58,474 57,132 
 180,974,246 180,036,603 58,474 57,132 

 
(b) Movements in ordinary share capital: 

 
Date 

 
Details 

Number of 
shares 

 
$’000 

    
 1 July 2007 Opening balance 170,400,000 31,398 
 26 July 2007 Issue of ordinary shares 6,822,917 22,789 
 25 March 2008 Dividend reinvestment plan issues 118,686 250 
 Share options exercised during the year 2,695,000 2,695 
 30 June 2008 Balance 180,036,603 57,132 
     
 22 Sept 2008 Dividend reinvestment plan issues 137,643 342 
 Share options exercised during the year 800,000 1,000 
  937,643 1,342 
    
 30 June 2009 Balance 180,974,246 58,474 

 
Terms and conditions 
 
Holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per 
share at shareholders’ meetings. 
 
In the event of winding up the Company and its controlled entities, ordinary shareholders rank after all creditors and are fully 
entitled to any proceeds of liquidation. 
 
Effective 1 July 1998, the Company Law Review Act abolished the concept of par value shares and the concept of 
authorised capital. Accordingly, the Company does not have authorised capital or par value in respect of its issued shares. 
 
 
25 Reserves and retained profits 

 
  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
(a)  Reserves     
     
Foreign currency translation reserve  (324) (16) - - 
Equity compensation reserve 3,495 2,447 3,495 2,447 
 3,171 2,431 3,495 2,447 

 
  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Movements     
     
Foreign Currency Translation Reserve      
 Balance 1 July  (16) 6 - - 
 Currency translation differences (308) (22) - - 
 Balance 30 June (324) (16) - - 
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25 Reserves and retained profits (continued) 

 
  Consolidation  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Movements:     
     
Equity Compensation Reserve     
 Balance 1 July 2,447 656 2,447 656 
 Share options issued 1,048 1,791 1,048 1,791 
 Balance 30 June 3,495 2,447 3,495 2,447 

 
(b) Retained profits     
     
Movements in retained profits were as follows:     
  Consolidation  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Retained earnings at the beginning of the financial 
year 

 
31,181 

 
21,168 

 
27,114 

 
19,123 

Profit for the year 7,094 23,417 5,483 21,395 
Dividends (13,567) (13,404) (13,567) (13,404) 
Retained earnings at the end of the financial year 24,708 31,181 19,030 27,114 

 
(a) Nature and purpose of reserves 
 
Foreign currency translation reserve 
Exchange differences arising on translation of the foreign controlled entity are taken to the foreign currency translation 
reserve, as described in note 1(d). The reserve is recognised in the income statement when the foreign operation is disposed 
of. 
 
Equity compensation reserve 
The equity compensation reserve recognises the fair value of options issued as compensation to employees but not 
exercised. 
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26 Dividends 

 
  Parent 
 2009 2008 
 $’000 $’000 
   
(a) Ordinary shares   
   
Final fully franked dividend   
Dividend per share $0.045 (2008: $0.04) based on tax paid @ 30% 8,138 7,138 
   
Interim fully franked dividend   
Dividend per share $0.03 (2008: $0.035) based on tax paid @ 30% 5,429 6,266 
   
Total dividends provided for or paid 13,567 13,404 
   
Dividends paid in cash or satisfied by the issue of shares under the dividend 
reinvestment plan during the years ended 30 June 2009 and 30 June 2008 were as 
follows: 

  
 

 Paid in cash 13,225 13,154 
 Satisfied by issue of shares 342 250 
  13,567 13,404 

 
After the balance sheet date the following dividend was proposed by the Directors. The dividend has not been provided for. 
The record date for entitlement to this dividend will be 23 September 2009. The declaration and subsequent payment of 
dividends has no income tax consequences. 

 
 Cents per 

share 
Franked/ 

unfranked 
Date of 

Payment 
    
Final ordinary 3.00 Franked 30 Sept 09 

 
The financial effect of these dividends has not been brought to account in the financial statements for the year ended 30 
June 2009 and will be recognised in subsequent financial reports. 
 
(b) Franked dividends 
 
The franked portions of the final dividends recommended after 30 June 2009 will be franked out of existing franking credits or 
out of franking credits arising from the payment of income tax in the year ending 30 June 2009. 

 
  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Franking credits available for subsequent financial 
years based on tax rate of 30% (2008: 30%) 

 
28,275 

 
24,185 

 
28,275 

 
24,185 

 28,275 24,185 28,275 24,185 
 

The above amounts represent the balance of the franking account as at the end of the financial year, adjusted for: 
 
(a)  franking credits that will arise from the payment of the amount of the provision for income tax 
(b)  franking debits that will arise from the payment of dividends recognised as a liability at the reporting date 
(c)  franking credits that will arise from the receipt of dividends recognised as receivables at the reporting date. 
 
The consolidated amounts include franking credits that would be available to the parent entity if distributable profits of 
subsidiaries were paid as dividends. 
 
The ability to utilise franking credits is dependent upon there being sufficient available profits to declare dividends.  
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27 Key management personnel disclosures 
 
(a) Key management personnel compensation 
 
  Consolidation  Parent 
 2009 2008 2009 2008 
 $ $ $ $ 
     
Short-term employee benefits 3,748,983 2,454,087 3,526,104 2,328,484 
Post-employment benefits 354,982 488,227 335,452 477,098 
Termination benefits 175,541 - 175,541 - 
Share-based payments 305,122 341,999 287,972 341,999 
 4,584,628 3,284,313 4,325,069 3,147,581 
 
Information regarding key management personnel compensation and some equity instruments disclosures as required by 
Corporations Regulation 2M.3.03 is provided in the remuneration report section of the directors’ report. 
 
Apart from the details disclosed in this note, no director has entered into a material contract with the Company since the end 
of the previous financial year and there were no material contracts involving directors’ interest existing at year-end. 
 
(b) Equity instrument disclosures relating to key management personnel 
 
(i) Option holdings 
The number of options over ordinary shares in the Company held during the financial year by each Director of Sedgman 
Limited and other key management personnel of the Group, including their personally related parties is set out below.  
 

2009 
 
 
Name 

Balance at 
the start of 

the year 

Granted 
as 

compen-
sation Exercised 

Expired / 
Forfeited 

 
Balance at 

end of 
the year 

Vested and 
exercisable Unvested 

Directors of Sedgman Limited 
 

Russell Kempnich - - - - - - -
Mark Read - - - - - - -
Peter Hay 800,000 - (400,000) - 400,000 - 400,000
Donald Argent - - - - - - - 
Robert McDonald - - - - - - - 
Roger Short - - - - - - - 
Gregory Miller - - - - - - - 
Other key management personnel of the Group 
 

Alan Wigan 550,000 80,000 - (200,000) 430,000 - 430,00
Steven van Barneveld 600,000 80,000 - (200,000) 480,000 - 480,00
Peter Nevin 60,000 15,000 - - 75,000 - 75,00
Adam Langford 50,000 80,000 - - 130,000 - 130,00
Geoff Jones - - - - - -
Judy Mayhew 500,000 15,000 (200,000) (315,000) - -
Mark Duffy 700,000 15,000 - (715,000) - -

 
2008 
 
 
Name 

Balance at 
the start of 

the year 

Granted 
as 

compen-
sation Exercised 

Expired / 
Forfeited 

 
Balance at 

end of 
the year 

Vested and 
exercisable Unvested 

Directors of Sedgman Limited 
 

Russell Kempnich - - - - - - -
Mark Read - - - - - - -
Peter Hay 1,200,000 - (400,000) - 800,000 - 800,000
Rodney Lamb - - - - - - -
David Overall - - - - - - -
Donald Argent - - - - - - -
Robert McDonald - - - - - - -
Roger Short - - - - - - -
Gregory Miller - - - - - - -
Other key management personnel of the Group 
 

Alan Wigan 600,000 150,000 (200,000) - 550,000 - 550,000 
Michael Carretta 600,000 249,700 (200,000) - 649,700 - 649,700 
Steven van Barneveld 600,000 200,000 (200,000) - 600,000 - 600,000 
Judy Mayhew 600,000 100,000 (200,000) - 500,000 - 500,000 
Mark Duffy 600,000 100,000 - - 700,000 - 700,000 
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27 Key management personnel disclosures (continued) 
 
(b) Equity instrument disclosures relating to key management personnel 
 
(ii) Share holdings 
The number of shares in the Company held during the financial year by each Director of Sedgman Limited and other key 
management personnel of the Group, including their personally related parties is set out below. 
 

 
2009 
 
 
Name 

Balance at 
the start of 

the year 

Granted as 
compens-

ation 

Received 
during the year 
on the exercise 

of options 
Other changes 
during the year 

Balance at 
the end of 
the year 

Directors of Sedgman Limited 
Ordinary shares 

    

Russell Kempnich 19,425,205 8,716 - (1,000,000) 18,433,921 
Mark Read - 186,046 - 150,000 336,046 
Peter Hay 7,925,368 8,716 400,000 - 8,334,084 
Donald Argent 200,000 8,716 - - 208,716 
Robert McDonald 280,000 8,716 - 150,904 439,620 
Roger Short 135,000 8,716 - 20,000 163,716 
Gregory Miller 4,350 8,716 - 3,919 16,985 
Other key management personnel of the Group 
Ordinary shares 

    

Alan Wigan 400,000 - - - 400,000 
Steven van Barneveld 860,874 - - (159,539) 701,335 
Peter Nevin - - - 300,000 300,000 
Adam Langford - - - - - 
Geoff Jones - - - - - 
Judy Mayhew (resigned 14 October 2008) 7,400 - 200,000 - n/a 
Mark Duffy (resigned 31 October 2008) - - - - n/a 

 
 
2008 
 
 
Name 

Balance at 
the start of 

the year 

Granted as 
compens-

ation 

Received 
during the year 
on the exercise 

of options 
Other changes 
during the year 

Balance at 
the end of 
the year 

Directors of Sedgman Limited 
Ordinary shares 

    

Russell Kempnich 19,425,205 - - - 19,425,205 
Mark Read - - - - - 
Peter Hay 9,025,368 - 400,000 (1,500,000) 7,925,368 
Rodney Lamb 17,267,069 - - (2,000,000) 15,267,069 
David Overall 50,000 - - (49,500) 500 
Donald Argent 200,000 - - - 200,000 
Robert McDonald 200,000 - - 80,000 280,000 
Roger Short 200,000 - - (65,000) 135,000 
Gregory Miller - - - 4,350 4,350 
Other key management personnel of the Group 
Ordinary shares 

    

Alan Wigan 200,000 - 200,000 - 400,000 
Michael Carretta 200,000 - 200,000 - 400,000 
Steven van Barneveld 675,874 - 200,000 (15,000) 860,874 
Judy Mayhew - - 200,000 (192,600) 7,400 
Mark Duffy - - - - - 
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28 Remuneration of auditors 
 
During the year the following fees were paid or payable for services provided by the auditor of the parent entity, its related 
practices and non-related audit firms: 

 
  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
(a)  Audit services     
     
KPMG Australia     
 Audit and review of financial reports 169,000 150,000 129,000 110,000 
 Other regulatory audit services 7,500 2,525 7,500 2,525 
Total remuneration for audit services 176,500 152,525 136,500 112,525 
     
(b) Taxation services     
     
KPMG Australia     
 Taxation services 220,051 45,318 194,111 45,318 
 Research and development allowance services 314,155 229,309 314,155 229,309 
Total remuneration for taxation services 534,206 274,627 508,266 274,627 
     
(c) Other services     
     
KPMG Australia     
 Due diligence services - 69,590 - 69,590 
 Risk Management services 97,276 - 97,276 - 
Total remuneration for other services 97,276 69,590 97,276 69,590 
 
 
29 Contingencies 
 
(a) Contingent liabilities 
 
Claims 
A claim has been brought against a controlled entity in relation to a terminated contract.  The controlled entity is defending 
the claim and the Directors are of the opinion that no provision is required.  While no liability is admitted, the controlled 
entity has confirmed that should any amount become payable, it is covered by the Group’s insurance policy. 
 
Guarantees 
Bank guarantees have been given in respect of work in progress contracts and leased premises of the group amounting 
to $32.352 million (2008: $5.608 million). 
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30 Commitments 
 
(i) Operating leases 
 
  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Non-cancellable     
Commitments for minimum lease payments in relation to 
non-cancellable operating leases are payable as follows: 

  
 

  

Within one year 4,559 1,852 2,493 1,809 
Later than one year but not later than five years 10,808 3,813 3,708 3,813 
Later than five years - - - - 
 15,367 5,665 6,201 5,622 
 
The Group leases buildings under operating leases expiring within the next five years. The leases involve lease payments 
comprising a base amount plus an incremental contingent rental. Contingent rentals are based on Fixed Increase 
Percentages and the Consumer Price Index. 
 
(ii) Finance leases 

 
  Consolidated  Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Commitments in relation to finance leases are payable 
as follows: 

    

Within one year 6,224 6,780 3,288 2,833 
Later than one year but not later than five years 14,680 15,375 9,298 9,659 
Later than five years 3,200 4,649 3,200 4,434 
Minimum lease payments 24,104 26,804 15,786 16,926 
     
Less: Future finance charges (4,074) (5,053) (2,986) (3,762) 
Total lease liabilities 20,030 21,751 12,800 13,164 
     
Representing lease liabilities:     
Current (note 16) 4,757 5,222 2,336 1,838 
Non-current (note 21) 15,273 16,529 10,464 11,326 
 20,030 21,751 12,800 13,164 

 
The Group leases plant and equipment under finance leases expiring within six years. At the end of the lease term, the 
Group has the option to purchase the equipment at the residual prices set in the lease. 
 
At 30 June 2009, the net carrying amount of the Group’s leased assets was $23.744 million (2008: $24.857 million).
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31 Related party transactions 
 
(a) Parent entity 

The parent entity within the Group is Sedgman Limited. 
 
(b) Directors 

The names of persons who were Directors of the Company at any time during the financial year are as follows: M A Read, R 
J Kempnich, P A Hay, D J Argent, R J McDonald, R R Short and G L Miller. All of these persons were also Directors during 
the year ended 30 June 2008.  
 
(c) Subsidiaries 

Interests in subsidiaries are set out in note 33. 
 
(d) Key management personnel 

Disclosures relating to key management personnel are set out in note 27. 
 
(e) Loans to/from related parties 

Related party receivables from Sedgman International Employment Services Pty Ltd and payables to the Thiess Sedgman 
Joint Venture and the Sedgman Coppabella Joint Venture are non-interest bearing and are at call as set out in note 7 and 
15. 
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32 Business combination 
 
On 1 July 2007 Sedgman Limited acquired all of the shares in Intermet Engineering Pty Ltd.  The structure of the transaction 
was that the vendors received $16.75 million in cash and were issued 6.8 million Sedgman shares.  Intermet is a minerals 
process engineering and project management company based in Perth.  The company was established in 2001 and its core 
capabilities consist of metallurgical test work, process development and design, feasibility studies, engineering design and 
costing, and project execution.  Intermet also owns an electrical engineering business, Contrelec Engineering Pty Ltd. 
 
The acquired business contributed revenues of $23.6 million and net profit of $1.2 million to the Group for the year ending 30 
June 2008. 
 
The acquisition had the following effect on the consolidated entities assets and liabilities: 
 
  

Pre-acquisition 
carrying 
accounts 

 
Fair value 

adjustments 

Recognised 
values on 

acquisition 

 $’000 $’000 $’000 
    
Cash 3,160 - 3,160 
Trade debtors 3,704 - 3,704 
Other debtors and prepayments 76 - 76 
Net GST assets 125 - 125 
Total current assets 7,065 - 7,065 
    
Plant and Equipment 264 - 264 
Future income tax benefit 49 - 49 
Customer contracts - 1,853 1,853 
Total non-current assets 313 1,853 2,166 
    
Total identifiable assets 7,378 1,853 9,231 
    
Trade creditors and other payables 1,935 - 1,935 
Income tax payable 1,764 - 1,764 
Employee leave liabilities 145 - 145 
Total current liabilities 3,844 - 3,844 
    
Total liabilities 3,844 - 3,844 
    
Net identifiable assets acquired 3,534 1,853 5,387 
    
Goodwill   35,514 
Cash acquired   (3,160) 
Shares issued (6,822,917 shares)   (22,789) 
Net cash outflow   14,952 
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33 Subsidiaries 
 
The consolidated financial statements incorporate the assets, liabilities and results of the following subsidiaries in accordance 
with the accounting policy described in note 1(b): 
 
 
Name of entity 

Country of 
incorporation 

 
Class of shares 

 
Equity Holding 

   2009 2008 
   % % 
     
Parent entity     
Sedgman Limited Australia    
     
Controlled entities     
Sedgman Asia Ltd Hong Kong Ordinary 100 100 
Sedgman Consulting (Beijing) Co Ltd China Ordinary 100 100 
Sedgman Employment Services Pty Ltd Australia Ordinary 100 100 
Sedgman International Employment Services Pty Ltd Australia Ordinary 100 100 
Sedgman S.A. Chile Ordinary 99 99 
Sedgman South Africa (Pty) Ltd South Africa Ordinary 100 - 
Pac-Rim Investments Pty Ltd Australia Ordinary 100 100 
Pac-Rim (Qld) Pty Ltd Australia Ordinary 100 100 
Contrelec Engineering Pty Ltd Australia Ordinary 100 100 
Intermet Engineering Pty Ltd Australia Ordinary 100 100 
 
 
34 Deed of cross guarantee 
 
Pursuant to ASIC Class Order 981/1418 (as amended) dated 13 August 1998, the wholly-owned subsidiaries listed below 
are relieved from the Corporations Act 2001 requirements for preparation, audit and lodgement of financial reports, and 
directors’ report. 
 
It is a condition of the Class Order that the Company and each of the subsidiaries enter into a Deed of Cross Guarantee. The 
effect of the Deed is that the Company guarantees to each creditor payment in full of any debt in the event of winding up of 
any of the subsidiaries under certain provisions of the Corporations Act 2001. If a winding up occurs under other provisions 
of the Act, the Company will only be liable in the event that after six months any creditor has not been paid in full. The 
subsidiaries have also given similar guarantees in the event that the Company is wound up. 
 
The subsidiaries subject to the Deed are: 
 
• Contrelec Engineering Pty Ltd 
• Intermet Engineering Pty Ltd 
• Pac-Rim Investments Pty Ltd 
• Pac-Rim (Qld) Pty Ltd 
 
As the remaining subsidiaries in the wholly-owned group are immaterial to the Group, the consolidated income statements 
and consolidated balance sheets disclosed in these financial statements represent the consolidated financial position and 
performance of the parties to the Deed. 
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35 Interests in joint ventures 
 
(a) Joint venture partnerships 
 
   Carrying value of investments 
 Ownership interest Consolidated Parent 
Name and principal activity 2009 2008 2009 2008 2009 2008 
   $’000 $’000 $’000 $’000 
       
Sedgman Coppabella Joint Venture – 
Operation of a CHPP 

 
65% 

 
65% 

 
- 

 
743 

 
- 

 
743 

       
Thiess Sedgman Joint Venture –  
Design and construction of CHPPs  

 
50% 

 
50% 

 
40 

 
803 

 
40 

 
803 

   40 1,546 40 1,546 
 
 Consolidated and Parent 
 2009 2008 
 $’000 $’000 
   
Share of joint venture entities assets and liabilities   
Sedgman Coppabella Joint Venture current assets 325 1,073 
Sedgman Coppabella Joint Venture non-current assets - 1,241 
Thiess Sedgman Joint Venture current assets 1,810 13,322 
Thiess Sedgman Joint Venture non-current assets 2,359 16,112 
Total current assets 4,494 31,748 
   
Sedgman Coppabella Joint Venture current liabilities 325 1,068 
Sedgman Coppabella Joint Venture non-current liabilities - 503 
Thiess Sedgman Joint Venture current liabilities 3,426 27,306 
Thiess Sedgman Joint Venture non-current liabilities 703 1,325 
Total liabilities 4,454 30,202 
   
Net assets 40 1,546 
   
 Consolidated and Parent 
 2009 2008 
 $’000 $’000 
   
Share of joint venture entities revenue, expenses and results   
Revenues 50,576 170,416 
Expenses (48,300) (160,180) 
Profit before income tax 2,276 10,236 
Adjustment: Utilisation of / (Increase in) the allowance for construction risk 1,060 (60) 
Net profit after tax 3,336 10,176 
   
 Consolidated and Parent 
 2009 2008 
 $’000 $’000 
   
Share of post-acquisition retained profits attributable to joint venture entities   
Share of joint venture entities retained profits at beginning of the year 1,546 861 
Share of joint venture entities net profit 3,336 10,176 
Share of distribution paid (4,842) (9,491) 
Share of joint venture entities retained profits at end of the year 40 1,546 
 
 Consolidated and Parent 
 $’000 $’000 
 2009 2008 
   
Share of joint venture entities other commitments contracted but not yet 
provided or payable 

  

   
Within one year 306 345 
One year or later and no later than five years 973 1,123 
Later than five years - - 
 1,279 1,468 
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36 Financial instruments 
 
(a) Market risk 

(i) Foreign exchange risk 
 
The Group operates internationally and is exposed to foreign exchange risk arising from various currency 
exposures, primarily with respect to US Dollar, Chilean Pesos and Chinese Yuan.  There were no material amounts 
receivable or payable in a foreign currency at 30 June 2009 (2008: nil). 
 
The Group regularly monitors the level of its foreign currency exposure and where appropriate, considers the use of 
foreign exchange contracts to manage significant exposures.  There were no foreign exchange contracts entered at 
30 June 2009 (2008: nil). 
 
(ii) Interest rate risk 
 
The Group’s main interest rate risk arises from long-term borrowings.  Borrowings issued at variable rates expose 
the Group to cash flow interest rate risk.  Borrowings issued at fixed rates expose the Group to fair value interest 
rate risk. 
 
At 30 June 2008 and 30 June 2009, the Group had the following mix of financial assets and liabilities exposed to 
Australian variable interest rate risk: 

 
 Consolidated Parent 
 2009 2008 2009 2008 

 
$’000 $’000 $’000 $’000 

Financial Assets     
Cash assets  38,547 47,600 27,636 43,729 
 38,547 47,600   27,636 43,729 
     
Financial Liabilities     
Bank loans 36,293 44,270 36,293 44,270 
 36,293 44,270 36,293 44,270 
     
Net Exposure 2,254 3,330 (8,657) (541) 

 
The other financial instruments of the Group not included in the above table are not subject to cash flow interest rate 
risk. 
 
The Group regularly analyses its interest rate exposure.  Within this analysis, consideration is given to potential 
renewals of existing positions, alternative financing, alternative positions and the mix of fixed and variable interest 
rates.  The Group does not use derivative financial instruments to manage its interest rate exposure. 
 
The following sensitivity analysis is based on the interest rate risk exposures in existence during the year: 

 
 Consolidated Parent 
 2009 2008 2009 2008 

 
$’000 $’000 $’000 $’000 

Impact on post-tax profit:     
+1% (100 basis points) (84) (55) (84) (55) 
-1% (100 basis points) 84 55 84 55 
     
Impact on equity:     
+1% (100 basis points) (84) (55) (84) (55) 
-1% (100 basis points) 84 55 84 55 

 



Sedgman Limited and its controlled entities 
Notes to the financial statements 

30 June 2009 
(continued) 

- 54 - 

 
 

36 Financial instruments (continued) 
 

(b) Credit risk 

Credit risk arises from cash and cash equivalents, deposits with banks and financial institutions, as well as credit 
exposures to customers, including outstanding receivables and committed transactions, and represents the potential 
financial loss if counterparties fail to perform as contracted.  The Group also has a policy in place to ensure that 
surplus cash is invested with financial institutions of appropriate credit worthiness. 
 
The credit risk of financial assets of the Group which have been recognised on the Balance Sheet is generally the 
carrying amount, net of any provision for impairment. 
 
The Group manages its credit risk by maintaining strong relationships with a broad range of clients.  The Group’s 
trade and other receivables relate mainly to participants in the mining industry. At the balance sheet date, there was 
one customer which represented 19% of the Group’s trade receivables. There were no other significant 
concentrations of credit risk. During the year, there were no significant changes in the credit terms of any customers. 
 
In addition, receivables balances are monitored on an ongoing basis with the result that the Group’s exposure to bad 
debts is not significant.  For some trade receivables the Group may also obtain security in the form of guarantees, 
deeds of undertaking or letters of credit which can be called upon if the counterparty is in default under the terms of 
the agreement. 
 
The maximum exposure to credit risk is represented by the carrying amount of financial assets of the Group, 
excluding investments, which have been recognised on the Balance Sheet. 
 
(c) Liquidity risk 

Prudent liquidity risk management implies maintaining sufficient cash and the availability of funding through an 
adequate amount of committed credit facilities to meet liabilities as they fall due. 
 
The following are the contractual maturities of financial liabilities: 

 

Consolidated 
Less than 1 

year 1 to 2 years 2 to 5 years 
More than 5 

years 
 $’000 $’000 $’000 $’000 

     
Year ended 30 June 2009     
Financial liabilities     
Trade and other payables 49,638 - - - 
Lease liabilities 4,757 5,700 6,501 3,072 
Commercial loans 8,330 7,599 21,405 - 
 62,725 13,299 27,906 3,072 
     
     
Year ended 30 June 2008     
Financial liabilities     
Trade and other payables 42,692 - - - 
Lease liabilities 5,222 3,910 8,415 4,204 
Commercial loans 5,750 6,550 19,663 14,043 
 53,664 10,460 28,078 18,247 

 

Parent 
Less than 1 

year 1 to 2 years 2 to 5 years 
More than 5 

years 
 $’000 $’000 $’000 $’000 

     
Year ended 30 June 2009     
Financial liabilities     
Trade and other payables 42,430 - - - 
Lease liabilities 2,336 3,778 3,614 3,072 
Commercial loans 8,330 7,599 21,405 - 
 53,096 11,377 25,019 3,072 
     
     
Year ended 30 June 2008     
Financial liabilities     
Trade and other payables 38,358 - - - 
Lease liabilities 1,838 1,985 5,345 3,996 
Commercial loans 5,750 6,550 19,663 14,043 
 45,946 8,535 25,008 18,039 
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36 Financial instruments (continued) 
 
(d) Impairment of receivables 

None of the Company’s loans and receivables are impaired (2008: nil).  The aging of the Group’s trade receivables at the 
reporting date was: 
 

Consolidated 
Gross 
2009 

Impairment 
2009 

Gross 
2008 

Impairment 
2008 

 $’000 $’000 $’000 $’000 
     
Not past due 31,869 - 23,480 - 
Past due 0-30 days 5,481 - 3,726 - 
Past due 31-60 days 1,804 - 911 - 
More than 61 days 4,710 4,060 2,161 - 
 43,864 4,060 30,278 - 

 
The movement in the allowance for impairment in respect of trade receivables during the year was as follows: 
 
 2009 2008 
 $’000 $’000 
   
Balance at 1 July - - 
Impairment loss recognised 4,060 - 
Balance at 30 June 4,060 - 
 
(e) Fair values 

The fair value of financial assets and liabilities, together with the carrying amounts shown in the balance sheet, are 
set out below. 

 
 Carrying amount Fair value 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 

     
Consolidated     
     
Financial assets     
Cash 38,575 47,614 38,575 47,614 
Trade and other receivables 47,065 33,785 47,065 33,785 
     
Financial liabilities     
Trade and other payables 49,638 42,692 49,638 42,692 
Interest-bearing loans and borrowings 57,060 67,344 57,060 67,344 
     
Parent     
     
Financial assets     
Cash 27,654 43,740 27,654 43,740 
Trade and other receivables 44,612 22,869 44,612 22,869 
     
Financial liabilities     
Trade and other payables 46,767 45,582 46,767 45,582 
Interest-bearing loans and borrowings 49,830 58,757 49,830 58,757 
     

 
(f) Capital management risk 

The Group’s and the parent entity’s objectives when managing capital are to safeguard their ability to continue as a 
going concern, so that they may continue to provide returns for shareholders and benefits for other stakeholders and 
to maintain an optimal capital structure to reduce the cost of capital. 
 
In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to 
shareholders, return capital to shareholders or issue new shares.  There were no changes in the Group’s approach 
to capital management during the year. 
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37 Events occurring after the balance sheet date 
 
On 19 August 2009, the Directors resolved to undertake a capital raising of approximately $30m via an institutional 
placement and Share Purchase Plan.  Upon completion of the capital raising, the funds raised will be used primarily to fund 
near term growth prospects for the Metals Operations business. 
 
Other than the dividend declared subsequent to year end (refer note 26) and the capital raising, there has not arisen in the 
interval between the end of the financial year and the date of this report any item, transaction or event of a material and 
unusual nature likely, in the opinion of the Directors of the Company, to affect significantly the operations of the Group, the 
results of those operations, or the state of affairs of the Group, in future financial years. 
 
 

38 Reconciliation of profit after income tax to net cash inflow from operating activities 
 
 Consolidated Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Profit for the year 7,094 23,417 5,483 21,395 
Depreciation and amortisation 15,713 13,612 6,404 4,653 
Impairment losses 24,060 - 20,000 - 
Employee share options 1,048 1,792 1,048 1,792 
Net (gain) loss on sale of non-current assets 78 104 - - 
Share of profits of associates and joint venture  
partnerships  

 
(3,336) 

 
(10,176) 

 
(3,336) 

 
(10,176) 

Net unrealised foreign exchange differences (90) (1) 81 40 
Increase/(decrease) in trade creditors (835) 9 1,602 (1,568) 
Increase/(decrease) in other creditors 13,962 (2,234) 14,437 (3,112) 
Increase/(decrease) in payables to controlled   
entities 

 
- 

 
- 

 
(8,425) 

 
(1,596) 

Increase/(decrease) in progress claims 8,135 (828) 2,349 (828) 
Increase/(decrease) in deferred income (2,395) 2,395 - - 
Increase/(decrease) in current tax liabilities (876) (41) (902) 519 
Increase/(decrease) in deferred tax liabilities 307 1,189 (43) (184) 
Increase/(decrease) in provision for employee  
entitlements 

 
(2,236) 

 
3,153 

 
(2,124) 

 
1,373 

Increase/(decrease) in provision for rectification works (375) 375 - - 
Increase/(decrease) in provision for surplus lease space 1,802 - - - 
Increase/(decrease) in provision for demobilisation 90 - - - 
Increase/(decrease) in provision for dismantling 28 28 28 28 
Decrease/(increase) in deferred tax assets (912) (999) 885 (483) 
Decrease/(increase) in trade debtors (13,586) (2,745) (12,460) 3,754 
Decrease/(increase) in work in progress (3,079) 689 (3,079) 689 
Decrease/(increase) in other debtors (20) (37) (415) 121 
Decrease/(increase) in prepayments (655) (244) (229) 9 
Decrease/(increase) in other current assets (493) 157 (493) 157 
Decrease/(increase) in fair value of prior year  
acquisition 

 
- 

 
(661) 

 
- 

 
- 

Other items 1,052 303 1,189 111 
Net cash (outflow) inflow from operating activities 44,481 29,257 22,000 16,694 
 
 
39 Earnings per share 
 
 Consolidated 
 2009 2008 
 Cents Cents 
   

(a) Basic earnings per share 
 
 

 
 

Basic earnings per share  3.9 13.1 
 3.9 13.1 
   

(b) Diluted earnings per share 
 
 

 
 

Diluted earnings per share  3.9 12.9 
 3.9 12.9 
 



Sedgman Limited and its controlled entities 
Notes to the financial statements 

30 June 2009 
(continued) 

- 57 - 

 
 
39 Earnings per share (continued) 
 
(c) Reconciliations of earnings used in calculating earnings per share 
 

  Consolidated 
 2009 2008 
 $’000 $’000 
   
Basic earnings per share   
Profit from continuing operations 7,094 23,417 
Profit from continuing operations attributable to minority interests - - 
Profit attributable to the ordinary equity holders of the company used in calculating basic 
earnings per share 

 
7,094 

 
23,417 

   
Diluted earnings per share   
Profit from continuing operations 7,094 23,417 
Profit from continuing operations attributable to minority interests - - 
Profit attributable to the ordinary equity holders of the company used in calculating diluted 
earnings per share 

 
7,094 

 
23,417 

 
(d) Weighted average number of shares used as the denominator 
 

 Consolidated 
 2009 2008 
 Number Number 
   
Weighted average number of ordinary shares used as the denominator in calculating basic 
earnings per share 

  

Issued ordinary shares as at 1 July  180,036,603 170,400,000 
Effect of dividend reinvestment plan 106,343 31,779 
Effect of share options exercised 657,534 1,438,648 
Effect of Intermet acquisition - 6,356,871 
Weighted average number of ordinary shares as at 30 June 180,800,480 178,227,298 
   
Effect of share options 19,159 2,926,423 
Weighted average number of ordinary shares and potential ordinary shares used as the 
denominator in calculating diluted earnings per share 

 
180,819,639 

 
181,153,721 

 
 
40 Progress claims in advance 
 

 Consolidated Parent 
 2009 2008 2009 2008 
 $’000 $’000 $’000 $’000 
     
Construction work in progress comprises:     
Contract costs and net profits to date 512,748 327,845 503,972 326,877 
Less: Progress billings (524,395) (334,436) (509,833) (333,468) 
Net construction work in progress (11,647) (6,591) (5,861) (6,591) 
     
Net construction work in progress comprises:     
Amounts due from customers – trade and other 
receivables  

 
4,913 

 
1,834 

 
4,913 

 
1,834 

Amounts due to customers – trade and other 
payables  

 
(16,560) 

 
(8,425) 

 
(10,774) 

 
(8,425) 

 (11,647) (6,591) (5,861) (6,591) 
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41 Share-based payments 
 
The Group has established a share option programme that entitles employees to acquire shares in the Company.  All options 
are offered to employees for no consideration and once the vesting conditions are satisfied, enable the employee to acquire 
shares in the Company for the specified exercise price.  
 
The terms and conditions of the grants are as follows: 
 

Grant date Number of options Exercise price Vesting conditions Expiry date 

8 June 2006 1,000,000 $1.40 Net profit after tax condition plus 
service period to 1 Sept 2009  30 June 2010 

     

24 September 2007 4,000,000 $2.35 Net profit after tax condition plus 
service period to 1 Sept 2009  30 June 2010 

     

18 September 2008 4,000,000 $2.40 Net profit after tax condition plus 
service period to 1 Sept 2010  30 June 2011 

 
At 30 June 2009, there are 7,960,900 (2008: 7,000,000) options outstanding which have an exercise price in the range $1.40 
to $2.40 (2008: $1.25 to $2.43).  The weighted average exercise price of outstanding options at year end was $2.25 (2008: 
$1.98).  During the year, there were 800,000 (2008: 2,695,000) options exercised at a weighted average exercise price of 
$1.25 (2008: $1.00). 
 
The fair value of services received in return for share options granted is based on the fair value of the share options granted 
measured using a Black-Scholes model.  The following inputs were used to determine the fair value of share options granted 
in the current and previous financial year: 
 
    Key management personnel  Employees 
 2009 2008 2009 2008 
     
Fair value at grant date  $0.229  $0.793  $0.229  $0.793 
Share price  $2.03  $2.91  $2.03  $2.91 
Exercise price  $2.40  $2.35  $2.40  $2.35 
Expected volatility (weighted average volatility)  24.2%  24.2%  24.2%  24.2% 
Option life (expected weighted average life)  2.8 years  2.8 years  2.8 years  2.8 years 
Expected dividends  3.4%  3.4%  3.4%  3.4% 
Risk-free interest rate (based on government bonds)  6.17%  6.20%  6.17%  6.20% 
 
 
An amount of $1.048 million (2008: $1.791 million) is included in employee expenses in the income statement in respect of 
share options granted to employees.


