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MEDIA RELEASE 
 

CONTINUING RECORD PERFORMANCE FOR TOLL 
 
Toll Holdings, Australia’s leading provider of integrated transport and logistics services, today 
announced a record after tax profit of $168.6 million for the year to 30 June 2004, an 
increase of 59% over the previous year.  Net profit for the year after dividends paid on Reset 
Preference Shares was $160.9m. 
 
Toll Managing Director Mr Paul Little, said “The result was an excellent outcome, and 
demonstrated the continuing momentum evident throughout the company. 
 
All major areas of the company improved over the year.  With the benefit of recent solid 
organic growth and acquisitions, the company is positioned to continue delivering superior 
results for shareholders.” 
 
Led by strong results from Toll IPEC and Toll Priority, and the inclusion of Toll NZ, EBIT for 
the Group (excluding equity share of Pacific National) increased 51% to $193.4 million, whilst 
revenues were 27.3% higher at $3.27 billion. 
 
EBIT margins continued to improve, growing from 5.00% to 5.91% reflecting the benefits of 
investments in new fleet and properties, increased use of technology and the impact of the 
Toll NZ acquisition. 
 
Strong operating cashflows supported the Group’s acquisitions and capital expenditure 
program, and reduced net debt to equity gearing to 30%.  The company has completed the 
year in excellent financial and operational shape, with substantial capacity to aggressively 
follow our committed growth strategy. 
 
Initial progress with the Toll NZ acquisition has been satisfactory and generally in line with 
expectations.  Toll NZ contributed an EBIT of $41.6m in the period since acquisition in 
October 2003.   
 
Pacific National contributed after tax earnings of $41.8m, an increase of 47.8% over last 
year.  The increased results were due to higher coal and intermodal volumes together with 
ongoing reductions in its cost base. 
 
Earnings per share (fully diluted) increased 45% from 34.6 cents to 50.1 cents, and the 
company has declared a fully franked final ordinary share dividend of 12 cents per share.  
The total dividend per ordinary share of 20.5 cents for the year represents a 41% increase 
over last year and is a record for the company. 
 
In terms of outlook, Mr Little said “The company is positioned for excellent ongoing cashflow 
and earnings growth delivering superior long term shareholder value, and expects to post 
another record performance in the 2005 financial year.  Since 30 June 2004, trading 
conditions have remained solid, with results ahead of plan and well ahead of the previous 
period.” 
 
 
For further information contact: 
 
Paul Little      Neil Chatfield 
Managing Director     Chief Financial Officer 
Toll Group      Toll Group 
Telephone: 61 3 9694 2820   Telephone: 61 3 9694 2849 
Mobile:  0418 335 053    Mobile:  0419 566 847 
 
26 August 2004 

 



TOLL GROUP PROFIT ANNOUNCEMENT – JUNE 2004 
 
FINANCIAL 
 
Toll Holdings, Australia’s leading provider of integrated transport and logistics services today 
announced another record profit of $168.6m in respect of the year to 30 June 2004, an 
increase of 59% over the previous year. 
 
Revenue from operating activities of $3.27 billion excluding Pacific National was 27.3% 
higher than last year. 
 
Revenue growth was generated by a combination of continued strong organic growth, the full 
year impact of prior acquisitions and the inclusion of Toll NZ operations (formerly Tranz Rail) 
from October 2003. 
 
Organic growth from new business contributed revenues of $197m.  This represents a 7.7% 
increase on total 2003 revenues. 
 
EBIT for the Group (excluding equity share of Pacific National) increased 51% to $193.4m for 
the year.  Strong results from Toll IPEC and Toll Priority and the inclusion of Toll NZ drove 
the EBIT improvement. 
 
Excluding Toll NZ, EBIT margins grew to 5.32%, up 6.3% on the previous corresponding 
period. 
 
Including Toll NZ overall EBIT margins increased to 5.91%.   
 
The EBIT margin result was particularly pleasing, after allowing for further low margin 
contributions from Mayne Express and the Ausdoc DX business. 
 
Overall Group margins continue to benefit from significant investment in new depot and 
warehouse facilities, technology development and integration benefits from past acquisitions. 
 
Pacific National contributed an after tax equity accounted result of $41.8m, an increase of 
47.8% over the previous year. 
 
For the period since acquisition in October 2003, Toll NZ contributed net profit of $23.4m, on 
revenues of $415m.  No income tax charge has been recorded in respect of Toll NZ due to 
losses arising on sale of assets and restructuring costs. 
 
A summary of the composition of earnings is as follows: 
 
 
 
A$ m 

 
Base 
Operations 

 
 
Toll NZ 

 
 
Sub-Total 

Pacific 
National 
(50% share) 

 
 
Group Total 

Revenue 2857 415 3272 542 3814 
EBIT 151.8 41.6 193.4 72.5 265.9 
Net Interest 9.3 13.8 23.1 16.0 39.1 
Tax 38.7 - 38.7 14.7 53.4 
Minority Interest 0.4 4.4 4.8 - 4.8 
NPAT 103.4 23.4* 126.8 41.8* 168.6 
      
* Excludes funding costs of the original acquisition equity, which is included in base 
operations. 
 
EBITDA, excluding Pacific National, grew from $205m to $308m, an increase of 50.2%. 
 



Group operating cashflows continued to grow strongly generating a 44% increase to $210 
million.  Continued investment in infrastructure, technology and new fleet, as well as 
investments associated with new major contracts resulted in net capital expenditure of 
$130m for the year. 
 
Net debt at 30 June 2004 was $317m with net debt to equity reducing to 30%.  As has been 
past experience following acquisitions, Group gearing has reduced, providing the Group with 
significant capacity to pursue its strategic growth plans.  During the year, the Group 
increased its equity base by the issue of $250m Reset Preference Shares. 
 
Earnings per share (fully diluted) increased 45% from 34.6 cents to 50.1 cents, and the 
Company has declared a fully franked final ordinary share dividend of 12 cents per share.  
The total dividend per ordinary share of 20.5 cents for the year represents a 41% increase 
over last year and is a record for the Company. 
 
 
OPERATIONS 
 
The major industry sectors in which the Group operates continued to perform well during the 
year, as economic conditions in both Australia and New Zealand remained solid. 
 
Competition and associated pressure on margins also remained evident throughout the year. 
 
The food, beverage and retail sector, from which over 40% of the Group’s revenue is 
derived, remained very strong.  The Group was successful in winning numerous important 
contracts, maintaining its status in the sector as Australia’s leading logistics provider. 
 
The rollout of supply chain projects being undertaken across the retail sector in Australia, has 
provided the Group with increased growth as customers seek integrated solutions, supported 
by high levels of technology and innovation. 
 
It is clear that major retailers are looking to partner with logistics providers who can 
demonstrate broad ranging operational expertise, including multi-modal capabilities and the 
scale and intellectual strength to achieve long term cost reduction and greater supply chain 
efficiency.  It is also expected that a large number of new opportunities will be presented to 
the Group, as the retail initiatives continue to be implemented. 
 
Customers are strongly supporting our Managed Transport Services model (Toll-MTS), as an 
integral part of their supply chain re-engineering efforts, in order to improve inventory visibility 
and integration, as well as providing high levels of planning and asset utilisation. 
 
The Automotive sector remained strong throughout the year, with high volumes challenging 
the Group, and the industry as a whole.  Similarly to the retail sector, automotive 
manufacturers are seeking greater levels of innovation and efficiency in their supply chains.  
The Group is continuing to invest heavily in new fleet and technology aimed at meeting 
customer needs and at the same time lifting the level of investment returns necessary to 
ensure long term efficiencies. 
 
The industrial and manufacturing sector remains extremely competitive, with overall volumes 
stable throughout the course of the year.  The Group restructured various operations with the 
aim of better supporting our customer base and improving returns, through greater use of 
technology and selective fleet upgrades. 
 
The port and resources sector grew strongly during the year as export demand increased.  
The Group’s port operations in New Zealand were further strengthened through the 
acquisition of Leonard and Dingley earlier in the year.  Further growth opportunities will be 
developed going forward. 
 



The relocations sector slowed during the year, with defence relocations being lower than 
historical levels.  However, a number of new contracts have been secured and are expected 
to aid growth in this sector. 
 
 
DIVISIONAL PERFORMANCES 
 
As previously foreshadowed, the Group restructured various business units throughout the 
year in order to better focus on customer needs and to aggressively pursue new growth 
platforms.  Prior year comparatives have been adjusted to facilitate performance 
assessment.  This restructure involved the Logistics division assuming responsibility for all 
shipping operations and Toll North taking over resources, refrigeration and international 
forwarding activities. 
 
All divisions produced improved earnings at record levels and achieved organic growth 
across their revenue base. 
 
Toll Networks 
 
Revenue increased 41.5 % to $1.586 billion whilst EBIT improved 54.1% to $79.5m.  Results 
were assisted by the full year trading of Toll Priority and the inclusion of Toll NZ’s road and 
rail operations from October 2003. 
 
Toll IPEC significantly improved its performance reflecting the impact of new depot facilities, 
improved fleet and technology upgrades, plus significant contract success. 
 
Toll Priority and Toll Fast continued to improve throughout the year as integration benefits 
flowed to results.  These businesses generate in excess of $380m of revenue, although 
margins still lag significantly behind the group average.  Progress with the integration of 
these businesses and the upgrade of infrastructure and technology remain on plan, with 
results achieved ahead of overall expectations to date. 
 
Toll NZ land based operations contributed revenue of $339.3m and EBIT of $16.1m, for the 
period since acquisition in October 2003. 
 
Other operations, including Toll Express, Toll Tasmania and Toll SPD continued to perform 
well and in line with plan. 
 
Toll North  
 
This division recorded another solid trading performance with revenue growth of  
11.2% to $540.1m and EBIT increasing 8.4% to $ 27.6m.  With the consolidation of resource 
sector activities and international forwarding operations into Toll North, combined with new 
warehousing and distribution contracts, the division has strong momentum. 
 
NQX produced a record result, supported by excellent organic growth and maintenance of 
sound cost control programs. 
 
However QRX, Toll’s North Queensland rail forwarding business, suffered badly from 
substantial rail linehaul rate increases imposed by Queensland Rail.  In addition, poor service 
levels provided by this monopoly rail linehaul provider impacted customer service standards 
and QRX’s cost structure. 
 
These issues have lead to strong customer support for the Pacific National rail services, 
scheduled to be established throughout Queensland in the first half of next calendar year. 
 
During the year the Group acquired the minority interest of R&H Transport and this business 
continues to perform well, providing added focus to the resources sector activities. 
 



Logistics  
 
The Logistics division recorded a strong performance for the year, growing revenue by 19% 
to $1.145 billion, whilst EBIT was $86.3m, a 68% increase over last year. 
 
Toll NZ Interisland line contributed external revenue of $75.9m and EBIT of $25.5m, for the 
period since acquisition in October 2003. 
 
The food, beverage and retail sectors, together with automotive, ports and the Toll Shipping 
Bass Strait operations all performed solidly during the year. 
 
Both of the Bass Strait vessels have now returned to service following scheduled major 
overhaul and lengthening in order to add substantial capacity.   
 
Following the execution of final contracts in relation to the defence warehousing and 
distribution outsource contract (known as DIDS) in December 2003, the TenixToll joint 
venture is presently transitioning the defence sites, with progress to date in line with 
expectations. 
 
The Logistics division is continuing to secure major long term customer contracts and access 
the trend towards outsourcing.  In addition, customers are increasingly seeking cross-border 
relationships with our Group, to facilitate supply chain efficiencies.  The recent contract to 
provide warehousing services to Nike in New Zealand is another example of these 
developing areas for growth. 
 
Asia 
 
Operations in Thailand continue to perform well and are showing strong growth.  The focus 
on the oil and gas and automotive sectors is providing a range of opportunities for the Group 
to work with large multi-national customers and continue to develop our Asian based 
infrastructure and capabilities. 
 
The Group’s international freight forwarding operations, now consolidated under the Toll 
North division, are providing project logistics and freight forwarding services to major 
customers, many of whom are exploring opportunities to take greater control over their 
supply chains, in relation to imported and exported product inventory. 
 
The level of activity is now supporting development of both air and sea international 
forwarding within Asia, and with the growing operations in New Zealand, it is expected that 
more customers will seek Toll’s presence and scale, in relation to their Asian based 
operations. 
 
Toll NZ 
 
Following the acquisition of a majority controlling interest in Tranz Rail on 10 October 2003, 
the Group began a restructure of this business to improve customer focus, stabilise and turn 
around poor financial performance, and position the business for growth. 
 
For the period since acquisition, the contribution to Group revenue was $415m, whilst EBIT 
was $41.6m. 
 
Underlying trading was generally in line with plan, although impacted by severe flooding 
which occurred in the lower half of the North Island during February 2004. 
 
Major restructuring activities have centred around better organising land based road and rail 
operations, with the establishment of Toll Rail as a bulk and linehaul above rail operator, and 
establishment of Toll TranzLink as a national multi-modal freight forwarder. 
 



The Interisland line shipping services continued to contend with intense competition.  The 
Group is making a number of changes to improve service levels and has committed to the 
refurbishment of the vessel Arahura as part of this process. 
 
The rebranding exercise completed during May 2004 also saw the Tranz Rail Group change 
its name to Toll NZ. 
 
On 30 June 2004, the Company completed negotiations and executed contractual 
arrangements in relation to the sale of rail track infrastructure back to the New Zealand 
Government. 
 
The final contracts were in accordance with the Heads of Agreement between Toll and the 
New Zealand Government which was signed in July 2003.  These contracts provide for an 
orderly transition of track infrastructure management and capital expenditure commitments 
for the Government and Toll NZ, and are designed to improve rail’s share of the freight task 
over time. 
 
Whilst progress with the integration and restructure of Toll NZ has been steady to date, there 
is much to be done to raise overall performance, in particular margins and return on capital. 
 
The expected tight cash position at the time of takeover has necessitated significant financial 
support from Toll.  At the end of the financial year Toll had provided NZ$200m in committed 
facilities.  Since 30 June 2004, the Group has provided a longer term debt facility for 
NZ$300m to secure Toll NZ’s cash position and support its capital expenditure commitment 
to the Government. 
 
Pacific National 
 
Pacific National, Toll’s 50% owned rail operation, contributed after tax equity earnings of 
$41.8 m for the year, up from $28.3m in the previous year.  The result was based on 
increased revenues of $1.083 billion compared to $1.047 billion in the previous year, and 
EBIT of $144.8m (pre unusual items), up from $113m last year. 

 
Coal and intermodal revenues continued to grow although grain shipments remained 
impacted by regional drought conditions.  The Australian Transport Network (ATN) 
acquisition in March 2004, also assisted revenue growth. 
 
Since 30 June 2004, final regulatory approvals have been given for Pacific National to 
acquire the Victorian based bulk rail operator, Freight Australia.  The acquisition is expected 
to complete in early September 2004. 
 
A number of advances during the year, including conclusion of a Company wide employee 
enterprise agreement, the Federal Government’s announcement of additional rail 
infrastructure investment and transfer of NSW interstate rail track to the ARTC, have 
positioned Pacific National to drive the increase in rail’s share of the interstate freight market. 
 
 
ECONOMIC CONDITIONS 
 
The overall economic environment remained stable during the course of the 2004 financial 
year. 
 
Interest rate increases in both Australia and New Zealand have been absorbed into the 
economies without any disturbing slowdown in growth, and there is no current evidence of 
major inflationary pressures. 
 
Global oil prices have shown substantial increase through the year, however the Company 
has established sound management practices to reduce the impact of increasing fuel costs, 
including a well developed customer surcharging regime. 



 
OUTLOOK 
 
The 2004 financial year has significantly broadened the Group’s platform for delivery of 
further earnings and cashflow growth.  Further, the Group is excellently positioned both 
operationally and financially to maintain its aggressive growth strategy. 
 
The acquisition of Tranz Rail in New Zealand, the consolidation of rail operators in Pacific 
National, and the continued integration benefits arising from the Toll Priority and Toll Fast 
businesses, have all added momentum to the Group as well as providing platforms for 
ongoing growth. 
 
In addition, organic revenue and earnings growth are expected from opportunities in relation 
to supply chain initiatives of major customers and new outsourced logistics contracts. 
 
Since 30 June 2004, trading conditions have remained solid, with results ahead of plan and 
well ahead of the previous period. 
 
Based on current conditions, the Group expects to produce another record result in respect 
of the 2005 financial year. 
 



ASX Appendix 4E 
Preliminary Final Report 

 
 
 
Name of Entity  Toll Holdings Limited 
 
ABN    25 006 592 089 
 
Reporting Period  Year ended 30 June 2004 
 
Previous Corresponding Period Year ended 30 June 2003 
 
 
Results for Announcement to the Market 
 
 
Revenues from ordinary activities  up   27%  to  $3.272 billion 
 
Profit / (loss) from ordinary activities 
  after tax attributable to members  up   59% to $168.6 million 
Net profit / (loss) for the period 
  attributable to members   up   59% to $168.6 million 
 
 
Dividends (cents per share)       
     Amount  Franked  

Amount    
   

Final dividend    12.0  12.0   
Interim dividend      8.5    8.5   
 
 
 
Record date for determining entitlements to the dividend is 10 September 2004. 
 
Date dividend is payable 30 September 2004. 
 
Net tangible asset backing per ordinary share $3.089 (2003 $1.695). 
 
The Company has a Dividend Reinvestment Plan.  Shares are issued at a discount of 2.5% to the 
weighted average market price for the five business days, up to and including the books close date.  
The last date for receipt of election notices for the Plan is 10 September 2004.  
 
The accounts are unaudited and are currently being finalised.   No material changes to the accounts are 
expected. 
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TOLL HOLDINGS LIMITED AND ITS CONTROLLED ENTITIES 
DIRECTORS’ REPORT 
 
 

1 

The directors present their report together with the financial report of Toll Holdings Limited (“the Company”) and the 
consolidated financial report of the consolidated entity, being the Company and its controlled entities (“the Group”), for 
the year ended 30 June 2004 and the auditors’ report thereon. 
 
Directors 
 
The following persons held office as directors of the Company during or since the end of the financial year: 
     
John Moule AM (Chairman) 
Paul Little (Managing Director)  
Mark Rowsthorn 
William Farrands  
Neil Chatfield 
Ross Dunning AC 
Alastair Lucas  
 
Principal Activities 
 
The principal activities of the Toll Group during the year consisted of: 
 
� National less than full load express and economy freight forwarding service using all modes of transport; 
� National full load road and rail freight forwarding service including transcontinental rail linehaul operation; 
� National temperature controlled transport service for full load and less than full load clients; 
� Warehousing and distribution of bulk dry and refrigerated goods in all capital cities;  
� National wharf cartage, container handling and storage; 
� National contract distribution services; 
� National time sensitive parcel freight distribution services; 
� Specialised international forwarding services;  
� Ports management and stevedoring services;  
� National removals and relocation brokerage service; 
� Vehicle transport and distribution;  
� Bulk liquid transportation;  
� Shipping linehaul operations for freight and passengers; and 
� Rail passenger operations. 
 
During the year the Toll Group acquired 84.2% of Tranz Rail Holdings Limited a transport and logistics operator in New 
Zealand involved in rail, road, shipping and warehousing operations.  There were no other significant changes in the nature 
of the activities of the Toll Group during the year. 
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Consolidated Result 
 
The consolidated profit from ordinary activities for the year attributable to the members of the Company was: 
  2004  

$’000 
2003 

$’000 
    
Net profit attributable 
to members of the Company 

  
168,639 

 
106,067 

    
Earnings per share    
    
Basic earnings per share  50.82¢ 35.87¢ 
Diluted earnings per share  50.09¢ 34.63¢ 
 
Review of Operations 
 
The Company announced another record profit of $168.6m in respect of the year to 30 June 2004, an increase of 59% over 
the previous year. 
 
Revenue from operating activities of $3.27 billion excluding Pacific National was 27.3% higher than last year. 
 
Revenue growth was generated by a combination of continued strong organic growth, the full year impact of prior 
acquisitions and the inclusion of Toll NZ operations (formerly Tranz Rail) from October 2003. 
 
Organic growth from new business contributed revenues of $197m.  This represents a 7.7% increase on total 2003 
revenues. 
 
EBIT for the Group (excluding equity share of Pacific National) increased 51% to $193.4m for the year.  Strong results 
from Toll IPEC and Toll Priority and the inclusion of Toll NZ drove the EBIT improvement. 
 
Excluding Toll NZ, EBIT margins grew to 5.32%, up 6.3% on the previous corresponding period. 
 
Including Toll NZ overall EBIT margins increased to 5.91%.   
 
The EBIT margin result was particularly pleasing, after allowing for further low margin contributions from Mayne Express 
and the Ausdoc DX business. 
 
Overall Group margins continue to benefit from significant investment in new depot and warehouse facilities, technology 
development and integration benefits from past acquisitions. 
 
Pacific National contributed an after tax equity accounted result of $41.8m, an increase of 47.8% over the previous year. 
 
For the period since acquisition in October 2003, Toll NZ contributed net profit of $23.4m, on revenues of $415m.  No 
income tax charge has been recorded in respect of Toll NZ due to losses arising on sale of assets and restructuring costs. 
 
A summary of the composition of earnings is as follows: 
 
 
 
A$ m 

 
Base Operations 

 
 
Toll NZ 

 
 
Sub-Total 

Pacific National 
(50% share) 

 
 
Group Total 

Revenue 2857 415 3272 542 3814 
EBIT 151.8 41.6 193.4 72.5 265.9 
Net Interest 9.3 13.8 23.1 16.0 39.1 
Tax 38.7 - 38.7 14.7 53.4 
Minority Interest 0.4 4.4 4.8 - 4.8 
NPAT 103.4 23.4* 126.8 41.8* 168.6 
      
* Excludes funding costs of the original acquisition equity, which is included in base operations. 
 
EBITDA, excluding Pacific National, grew from $205m to $308m, an increase of 50.2%. 
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Group operating cashflows continued to grow strongly generating a 44% increase to $210 million.  Continued investment 
in infrastructure, technology and new fleet, as well as investments associated with new major contracts resulted in net 
capital expenditure of $130m for the year. 
 
Net debt at 30 June 2004 was $317m with net debt to equity reducing to 30%.  As has been past experience following 
acquisitions, Group gearing has reduced, providing the Group with significant capacity to pursue its strategic growth plans.  
During the year, the Group increased its equity base by the issue of $250m Reset Preference Shares. 
 
Earnings per share (fully diluted) increased 45% from 34.6 cents to 50.1 cents, and the Company has declared a fully 
franked final ordinary share dividend of 12 cents per share.  The total dividend per ordinary share of 20.5 cents for the year 
represents a 41% increase over last year and is a record for the Company. 
 
OPERATIONS 
 
The major industry sectors in which the Group operates continued to perform well during the year, as economic conditions 
in both Australia and New Zealand remained solid. 
 
Competition and associated pressure on margins also remained evident throughout the year. 
 
The food, beverage and retail sector, from which over 40% of the Group’s revenue is derived, remained very strong.  The 
Group was successful in winning numerous important contracts, maintaining its status in the sector as Australia’s leading 
logistics provider. 
 
The rollout of supply chain projects being undertaken across the retail sector in Australia, has provided the Group with 
increased growth as customers seek integrated solutions, supported by high levels of technology and innovation. 
 
It is clear that major retailers are looking to partner with logistics providers who can demonstrate broad ranging operational 
expertise, including multi-modal capabilities and the scale and intellectual strength to achieve long term cost reduction and 
greater supply chain efficiency.  It is also expected that a large number of new opportunities will be presented to the 
Group, as the retail initiatives continue to be implemented. 
 
Customers are strongly supporting our Managed Transport Services model (Toll-MTS), as an integral part of their supply 
chain re-engineering efforts, in order to improve inventory visibility and integration, as well as providing high levels of 
planning and asset utilisation. 
 
The Automotive sector remained strong throughout the year, with high volumes challenging the Group, and the industry as 
a whole.  Similarly to the retail sector, automotive manufacturers are seeking greater levels of innovation and efficiency in 
their supply chains.  The Group is continuing to invest heavily in new fleet and technology aimed at meeting customer 
needs and at the same time lifting the level of investment returns necessary to ensure long term efficiencies. 
 
The industrial and manufacturing sector remains extremely competitive, with overall volumes stable throughout the course 
of the year.  The Group restructured various operations with the aim of better supporting our customer base and improving 
returns, through greater use of technology and selective fleet upgrades. 
 
The port and resources sector grew strongly during the year as export demand increased.  The Group’s port operations in 
New Zealand were further strengthened through the acquisition of Leonard and Dingley earlier in the year.  Further growth 
opportunities will be developed going forward. 
 
The relocations sector slowed during the year, with defence relocations being lower than historical levels.  However, a 
number of new contracts have been secured and are expected to aid growth in this sector. 
 
DIVISIONAL PERFORMANCES 
 
As previously foreshadowed, the Group restructured various business units throughout the year in order to better focus on 
customer needs and to aggressively pursue new growth platforms.  Prior year comparatives have been adjusted to facilitate 
performance assessment.  This restructure involved the Logistics division assuming responsibility for all shipping 
operations and Toll North taking over resources, refrigeration and international forwarding activities. 
 
All divisions produced improved earnings at record levels and achieved organic growth across their revenue base. 
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Toll Networks 
 
Revenue increased 41.5 % to $1.586 billion whilst EBIT improved 54.1% to $79.5m.  Results were assisted by the full 
year trading of Toll Priority and the inclusion of Toll NZ’s road and rail operations from October 2003. 
 
Toll IPEC significantly improved its performance reflecting the impact of new depot facilities, improved fleet and 
technology upgrades, plus significant contract success. 
 
Toll Priority and Toll Fast continued to improve throughout the year as integration benefits flowed to results.  These 
businesses generate in excess of $380m of revenue, although margins still lag significantly behind the group average.  
Progress with the integration of these businesses and the upgrade of infrastructure and technology remain on plan, with 
results achieved ahead of overall expectations to date. 
 
Toll NZ land based operations contributed revenue of $339.3m and EBIT of $16.1m, for the period since acquisition in 
October 2003. 
 
Other operations, including Toll Express, Toll Tasmania and Toll SPD continued to perform well and in line with plan. 
 
Toll North  
 
This division recorded another solid trading performance with revenue growth of  
11.2% to $540.1m and EBIT increasing 8.4% to $ 27.6m.  With the consolidation of resource sector activities and 
international forwarding operations into Toll North, combined with new warehousing and distribution contracts, the 
division has strong momentum. 
 
NQX produced a record result, supported by excellent organic growth and maintenance of sound cost control programs. 
 
However QRX, Toll’s North Queensland rail forwarding business, suffered badly from substantial rail linehaul rate 
increases imposed by Queensland Rail.  In addition, poor service levels provided by this monopoly rail linehaul provider 
impacted customer service standards and QRX’s cost structure. 
 
These issues have lead to strong customer support for the Pacific National rail services, scheduled to be established 
throughout Queensland in the first half of next calendar year. 
 
During the year the Group acquired the minority interest of R&H Transport and this business continues to perform well, 
providing added focus to the resources sector activities. 
 
Logistics  
 
The Logistics division recorded a strong performance for the year, growing revenue by 19% to $1.145 billion, whilst EBIT 
was $86.3m, a 68% increase over last year. 
 
Toll NZ Interisland line contributed external revenue of $75.9m and EBIT of $25.5m, for the period since acquisition in 
October 2003. 
 
The food, beverage and retail sectors, together with automotive, ports and the Toll Shipping Bass Strait operations all 
performed solidly during the year. 
 
Both of the Bass Strait vessels have now returned to service following scheduled major overhaul and lengthening in order 
to add substantial capacity.   
 
Following the execution of final contracts in relation to the defence warehousing and distribution outsource contract 
(known as DIDS) in December 2003, the TenixToll joint venture is presently transitioning the defence sites, with progress 
to date in line with expectations. 
 
The Logistics division is continuing to secure major long term customer contracts and access the trend towards 
outsourcing.  In addition, customers are increasingly seeking cross-border relationships with our Group, to facilitate supply 
chain efficiencies.  The recent contract to provide warehousing services to Nike in New Zealand is another example of 
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these developing areas for growth. 
 
 
Asia 
 
Operations in Thailand continue to perform well and are showing strong growth.  The focus on the oil and gas and 
automotive sectors is providing a range of opportunities for the Group to work with large multi-national customers and 
continue to develop our Asian based infrastructure and capabilities. 
 
The Group’s international freight forwarding operations, now consolidated under the Toll North division, are providing 
project logistics and freight forwarding services to major customers, many of whom are exploring opportunities to take 
greater control over their supply chains, in relation to imported and exported product inventory. 
 
The level of activity is now supporting development of both air and sea international forwarding within Asia, and with the 
growing operations in New Zealand, it is expected that more customers will seek Toll’s presence and scale, in relation to 
their Asian based operations. 
 
Toll NZ 
 
Following the acquisition of a majority controlling interest in Tranz Rail on 10 October 2003, the Group began a 
restructure of this business to improve customer focus, stabilise and turn around poor financial performance, and position 
the business for growth. 
 
For the period since acquisition, the contribution to Group revenue was $415m, whilst EBIT was $41.6m. 
 
Underlying trading was generally in line with plan, although impacted by severe flooding which occurred in the lower half 
of the North Island during February 2004. 
 
Major restructuring activities have centred around better organising land based road and rail operations, with the 
establishment of Toll Rail as a bulk and linehaul above rail operator, and establishment of Toll TranzLink as a national 
multi-modal freight forwarder. 
 
The Interisland line shipping services continued to contend with intense competition.  The Group is making a number of 
changes to improve service levels and has committed to the refurbishment of the vessel Arahura as part of this process. 
 
The rebranding exercise completed during May 2004 also saw the Tranz Rail Group change its name to Toll NZ. 
 
On 30 June 2004, the Company completed negotiations and executed contractual arrangements in relation to the sale of rail 
track infrastructure back to the New Zealand Government. 
 
The final contracts were in accordance with the Heads of Agreement between Toll and the New Zealand Government 
which was signed in July 2003.  These contracts provide for an orderly transition of track infrastructure management and 
capital expenditure commitments for the Government and Toll NZ, and are designed to improve rail’s share of the freight 
task over time. 
 
Whilst progress with the integration and restructure of Toll NZ has been steady to date, there is much to be done to raise 
overall performance, in particular margins and return on capital. 
 
The expected tight cash position at the time of takeover has necessitated significant financial support from Toll.  At the end 
of the financial year Toll had provided NZ$200m in committed facilities.  Since 30 June 2004, the Group has provided a 
longer term debt facility for NZ$300m to secure Toll NZ’s cash position and support its capital expenditure commitment to 
the Government. 
 
Pacific National 
 
Pacific National, Toll’s 50% owned rail operation, contributed after tax equity earnings of $41.8 m for the year, up from 
$28.3m in the previous year.  The result was based on increased revenues of $1.083 billion compared to $1.047 billion in 
the previous year, and EBIT of $144.8m (pre unusual items), up from $113m last year. 
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Coal and intermodal revenues continued to grow although grain shipments remained impacted by regional drought 
conditions.  The Australian Transport Network (ATN) acquisition in March 2004, also assisted revenue growth. 
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Since 30 June 2004, final regulatory approvals have been given for Pacific National to acquire the Victorian based bulk rail 
operator, Freight Australia.  The acquisition is expected to complete in early September 2004. 
 
A number of advances during the year, including conclusion of a Company wide employee enterprise agreement, the 
Federal Government’s announcement of additional rail infrastructure investment and transfer of NSW interstate rail track 
to the ARTC, have positioned Pacific National to drive the increase in rail’s share of the interstate freight market. 
 
ECONOMIC CONDITIONS 
 
The overall economic environment remained stable during the course of the 2004 financial year. 
 
Interest rate increases in both Australia and New Zealand have been absorbed into the economies without any disturbing 
slowdown in growth, and there is no current evidence of major inflationary pressures. 
 
Global oil prices have shown substantial increase through the year, however the Company has established sound 
management practices to reduce the impact of increasing fuel costs, including a well developed customer surcharging 
regime. 
 
OUTLOOK 
 
The 2004 financial year has significantly broadened the Group’s platform for delivery of further earnings and cashflow 
growth.  Further, the Group is excellently positioned both operationally and financially to maintain its aggressive growth 
strategy. 
 
The acquisition of Tranz Rail in New Zealand, the consolidation of rail operators in Pacific National, and the continued 
integration benefits arising from the Toll Priority and Toll Fast businesses, have all added momentum to the Group as well 
as providing platforms for ongoing growth. 
 
In addition, organic revenue and earnings growth are expected from opportunities in relation to supply chain initiatives of 
major customers and new outsourced logistics contracts. 
 
Since 30 June 2004, trading conditions have remained solid, with results ahead of plan and well ahead of the previous 
period. 
 
Based on current conditions, the Group expects to produce another record result in respect of the 2005 financial year. 
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Dividends  
 
Dividends paid or declared by the Company to members since the end of the previous financial year were: 
 
 
Type 

Cents per 
share 

Total 
$’000 

Franking Date of 
payment 

� In respect of the previous financial year     
Paid or declared during the year     
− Final - ordinary 8.0 24,842 100% 1 Oct 2003 

     
� In respect of the current financial year:     

Paid or declared during the year     
− Interim – ordinary 8.5 27,051 100% 26 Mar 2004 
− Half yearly – reset preference shares -   7,708 100% 11 May 2004 
Paid or declared after end of year     
− Final – ordinary 12.0 38,556 100% 30 Sept 2004 

  98,157   
 Note    
Dealt with in the financial report as:     

− Dividends 6 59,601  
 

 

     
− Noted as a subsequent event 6 38,556   
  98,157   

 
Significant Changes in the State of Affairs  
 
Significant changes in the state of affairs of the Toll Group during the financial year were: 
 
(a) An increase in paid up capital of $314 million to $722 million which included the following: 
 

� Issue of 1,762,884 fully paid ordinary shares in accordance with the Dividend Reinvestment Plan; 
� Placement of 5,000,000 ordinary shares during the year; 
� Issue of 5,720,000 ordinary shares as a result of conversion of Executive Share Options throughout the year. 
� Issue of 2,500,000 reset preference shares. 
 

(b) An increase in assets and liabilities due to the purchase of 84.2% of Tranz Rail Holdings Limited following a 
takeover offer dated 26 July 2003. 

 
Environmental Regulation 
 
The operations of the Group in Australia are subject to various environmental regulations under both Commonwealth and 
State legislation. 
 
In making this report, the directors note that the Group’s operations frequently involve the use or development of land, the 
transport of goods and the storage, transport and disposal of waste.  Some of these activities require a licence, consent or 
approval from Commonwealth or State regulatory bodies.  This regulation of the Group’s activities is typically of a general 
nature, applying to all persons carrying out such activities, and does not in the directors’ view comprise particular and 
significant environmental regulation. 
 
Based upon enquiries within the Group, the directors are not aware of any breaches of particular and significant 
environmental regulation affecting the Group’s operations. 
 
The directors believe the environmental performance of the Group is sound and that the Group has appropriate systems in 
place for the management of its ongoing corporate environmental responsibilities. 
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Events Subsequent to Balance Date 
 
Approval has been granted by both the ACCC and the Victorian Government for the acquisition of Freight Australia by 
Pacific National.  All necessary regulatory approvals have now been obtained.  Completion of the transaction is expected 
to take place in early September 2004. 
 
Other than the above and the declaration of a final 12.0 cents per share dividend, 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 Toll Group, the 
results of those operations, or the state of affairs of the Toll Group, in future financial years. 
 
Likely Developments and Expected Results of Operations 

 
The Toll Group will continue to pursue its policy of increasing the profitability and market share of its businesses during 
the next financial year. 
 
Information as to likely developments in the operations of the Toll Group and the expected results of those operations in 
future financial years has not been included in this report because, the directors believe on reasonable grounds, that to 
include such information would be likely to result in unreasonable prejudice to the Toll Group.   
 



TOLL HOLDINGS LIMITED AND ITS CONTROLLED ENTITIES 
DIRECTORS’ REPORT (Continued) 
 
 

10 

Information on Directors 
 
Director Experience 

& Qualifications 
Age Special Responsibilities* 

    
J A Moule AM 
FCA, FAICD 

Chairman 
Independent Non Executive 
Director 

Extensive experience in accounting 
and financial and general 
management. Director MLC Ltd 
Group, Former Managing Partner 
Deloitte Touche Tohmatsu 
Director since 1995 
Appointed Chairman 2002 
 

65 Chairman of Board of Directors  
Chairman of Remuneration and Succession 
Planning Committee 
Member of the Nomination and Corporate 
Governance, and Audit and Financial Risk 
Committee 

    
P A Little 
FAICD, FCIT 

Managing Director 

Extensive experience and 
management in the 
Transport Industry 
Managing Director for 17 years 
Director since 1986 

56 Member of the Nomination and Corporate 
Governance Committee 

    
M Rowsthorn 
B Ec, Grad Dip Bus. 

Executive Director 
Operations 

Extensive experience and 
management in the Transport 
Industry 
Director since 1988 

49 Chairman of Toll NZ Limited. 
Chairman of the Risk Management 
Committee 

    
W Farrands 
B.Com 

Independent Non Executive 
Director 

Extensive experience in industry 
and management. Former Group 
General Manager of the Building & 
Industrial Products Division and for 
the Coated Products Division 
within BHP Steel 
Director since 1997 

71 Chairman of the Nomination and 
Corporate Governance Committee, 
Member of the Audit and Financial Risk 
and Remuneration and Succession 
Planning Committees 

    
N Chatfield 
FCPA 

Chief Financial Officer 

Extensive experience in financial 
management, capital markets, 
mergers and acquisitions, and risk 
management. 
Director since 1998 

50 Member of the Risk Management 
Committee 

    
R Dunning AC 
B.E. (Hons) B.Com 

Independent Non Executive 
Director 
 

Extensive experience and 
management in the railway and 
resource industries and 
infrastructure.  Director Brisbane 
Airport Corporation Ltd, Central 
Queensland Port Authority, 
Queensland Energy Resources Ltd 
and Australian Infrastructure Fund 
Ltd, Chairman - Port of Brisbane 
Corporation.  
Director since 2001 

62 Chairman of the Audit and Financial Risk, 
Member of the Nomination and Corporate 
Governance and Remuneration and 
Succession Planning Committees 
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Information on Directors (Continued) 
 
Director Experience 

& Qualifications 
Age Special Responsibilities* 

    
A Lucas 
FCPA, ASIA  

Independent Non Executive 
Director 

Extensive experience in financial 
services, capital markets, mergers 
and acquisitions.  Managing 
Director, Co Chairman Investment 
Banking and Co Vice Chairman 
Goldman Sachs JB Were.  Formerly 
Chairman Investment Banking 
Group Macquarie Bank Limited 
Chairman of Burnet Institute 
Director since 2003 

52 Member of the Audit and Financial Risk, 
Nomination and Corporate Governance 
and Remuneration and Succession 
Planning Committees. 

 
* Refer Meetings of Directors as detailed on the following page. 
 
Directors Interests 
 
The relevant interest of each director in the shares, options or convertible notes issued by the companies within the Toll 
Group and other related bodies corporate, as notified by the directors to the Australian Stock Exchange in accordance with 
S205G(1) of the Corporations Act 2001, at 17 August 2004 is as follows: 
 

 The Company  
  

Ordinary Shares 
Options Over  

Ordinary Shares 
P A Little 36,931,300 800,000 
M Rowsthorn 31,023,008 800,000 
J A Moule 709,299 - 
W Farrands 88,037 - 
N Chatfield 503,484 480,000 
R Dunning   11,195 - 
A Lucas 220,143 - 
 
Meetings of Directors 
 
The following table sets out the number of meetings of the Company's directors (including meetings of committees of 
directors) held during the year ended 30 June 2004 and the number of meetings attended by each director who held office 
during the financial year. 
 
 Directors Meetings 

  
Audit and Financial 

Risk Committee 
Meetings  

Remuneration and 
Succession Planning 
Committee Meetings  

Nomination and 
Corporate 

Governance 
Committee Meetings 

Director  No of 
Meetings 
Attended 

No of 
Meetings 

Held 

No of 
Meetings 
Attended 

No of 
Meetings 

Held 

No of 
Meetings 
Attended 

No of 
Meetings 

Held 

No of 
Meetings 
Attended 

No of 
Meetings 

Held 
P A Little 11 11 4* 4 -* - 5 5 
M Rowsthorn 11 11 -* - -* - -* - 
J A Moule 11 11 4 4 7 7 5 5 
W Farrands 11 11 4 4 7 7 5 5 
N Chatfield 11 11 4* 4 -* - -* - 
R Dunning 11 11 4 4 7 7 5 5 
A Lucas 11 11 4 4 7 7 5 5 
 

*   May attend meetings as an invitee. 
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Share Options 
 
During or since the end of the financial year, the Company has not granted any options over unissued ordinary shares.  
However, the Directors may approve the issue of options periodically. 
 
Options to take up ordinary shares in the capital of the Company have been granted as follows: 
 
Senior Executive Option Plan and Executive Share Option Scheme 
 
As at the 17 August 2004, unissued ordinary shares of the Company under option are: 
 

Grant Date Total Options 
 Granted 

Unexpired 
 Options 

No of  
Executives 

Exercise  
Price $ 

Expiry Date 

      
29 May 00 4,460,000 130,000 3 1.9925 28 May 2005 
28 Nov 01 80,000 80,000 1 5.9350 27 Nov 2006 
25 Jan 02 5,052,000 4,919,000 149 6.7525 24 Jan 2007 
31 Oct 02 1,600,000 1,600,000 2     6.5575** 30 Oct 2007 
31 Oct 02 480,000 480,000 1 6.7525 24 Jan 2007 

 
Each option is convertible into one ordinary share at any time after the initial qualifying period, which is usually between 
three and five years after the grant date.  The options granted are only exercisable on the satisfaction of specific hurdle 
criteria with regard to the Company’s Total Shareholder Return and diluted EPS growth relative to the ASX 200 Industrials 
(excluding banks), during the period from grant date to the end of the qualifying period (generally a three year period). 
 
5,720,000 ordinary shares were issued at various prices per share during the financial year on the exercise of options 
granted under either the Senior Executive Option Plan or the Executive Share Option Scheme (2003: 2,722,000 shares).  
No ordinary shares have been issued since the end of the financial year on the exercise of options granted under the 
scheme. (2003: Nil shares) 
 
**  Issue price of $0.7606 per option is payable on or before exercise of options.   
 
Toll NZ Limited Equity Incentive Plan 
 
Toll NZ Limited have an Equity Incentive Plan in operation.  The Equity Incentive Plan (the “Plan”) allows for Toll NZ 
Limited to award, at its discretion within specified limits, option rights, appreciation rights and restricted shares to 
employees.  The terms and conditions of such awards are to be determined at Toll NZ Limited’s discretion up to a 
maximum of 15,000,000 ordinary shares that may be issued under the Plan.  The directors of the Company are not 
currently authorised to issue new option rights, appreciation rights and restricted shares to employees pursuant to the Plan. 
 
Redeemable Restricted Share Capital 
 
All of these items were acquired by Toll in the acquisition of Tranz Rail Holdings Limited.  None of these are held by 
independent parties. 
 
Share Options 
 
A total of 2,763,712 options exist in Toll NZ Limited.  Of this balance 1,961,500 options were purchased by Toll in the 
acquisition of Tranz Rail Holdings Limited.  The balance remaining of options on issue are as follows: 
 

Number on Issue Exercise Price($) Expiry Date 
10,000 5.97 7 May 2006 
10,000 6.9 7 May 2006 
10,000 7.95 7 May 2006 
10,000 9.19 7 May 2006 
10,000 10.61 7 May 2006 
52,500 5.78 19 February 2008 

105,000 3.50 23 December 2009 
207,500   
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Directors’ and Senior Executives’ Emoluments 
 
The Remuneration and Succession Planning Committee reviews and makes recommendations to the Board on 
remuneration packages and policies applicable to the Managing Director, Executive Director Operations, non-executive 
directors and where appropriate, senior executives.  It also reviews and makes recommendations regarding the policies 
applicable to staff salary reviews.  One of the Company’s requirements is to ensure remuneration levels are competitively 
set to attract appropriately qualified and experienced directors and senior executives. 
 
The Toll Remuneration Policy is performance driven and is designed to support the needs and direction of the business. 
The level of remuneration of non-executive directors, executive directors and other senior executives is determined by 
reference to the market via survey data and input from remuneration consultants. Remuneration programs are designed to 
be appropriately competitive but financially responsible.    
 
For executive directors and other senior executives, remuneration programs are balanced with a mix of fixed and variable 
rewards. The structure of both short and long term variable incentives is performance based. 
 
Short term incentives typically require the achievement of goals relating to annual Business Unit/Division/ Toll Group 
performance, or achieving strategic objectives. 
 
Long term incentives through the shareholder-approved Senior Executive Option Plan focus on linking executive reward 
with overall Toll Group Performance. Current performance hurdles to be met require the achievement of predetermined 
targets of Earnings Per Share and Total Shareholder Return, as set out above.  
 
Non-executive director remuneration comprises fees (inclusive of committee fees) and superannuation.  A retirement 
benefits program, which operated pursuant to a Deed entered into with each non-executive director (other than Alastair 
Lucas), in accordance with Section 200G of the Corporations Act 2001 was terminated from 1 July 2003, other than for 
payment of accrued entitlements calculated up to that date.  Non-executive directors received a compensatory increase in 
director’s fees at that time.  In addition, to further align the interests of non-executive directors with the Company, from 1 
July 2003 they receive a minimum of 22% of their directors’ fees as ordinary shares in the Company, as approved by the 
2003 annual meeting of shareholders.  A higher percentage of such fees may be taken as shares, if desired by the director.  
Unlike executives, non-executive directors do not receive any performance-related remuneration.  
 
Details of the nature and amount of each major element of emoluments of each director of the Company and each of the 
five most highly remunerated officers of the Company and the Toll Group receiving the highest emolument are : 
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Non-executive directors of the Company 
 

Name Directors Fee 
 

$ 

Non Cash 
Benefits 

$ 

Superannuation 
 
$ 

Retirement 
Benefits 

$ 

Total 
 

$ 
J A Moule  180,000 70,000 11,001 - 261,000 
W Farrands 100,050 25,300 - - 125,350 
R Dunning 100,050 25,300 - - 125,350 
A Lucas 40,833 74,167 10,350 - 125,350 

 
Executive directors of  the Company 
 

Name Base 
Salary 

$ 

Performance 
Incentive 

$ 

Non-Cash 
Benefits 

$ 

Superannuation 
 
$ 

Option 
Value* 

$ 

Total 
 
$ 

       
P Little 
Managing Director 

1,400,328 1,380,000 55,460 44,213 660,190 3,540,191 

M Rowsthorn 
Executive Director 
Operations 

1,223,073 950,000 15,925 11,001 660,190 2,860,189 

N Chatfield 
Chief Financial Officer 
 

698,402 175,000 40,596 11,001 441,221 1,366,220 

 
Executive officers of  the Company and Toll Group 
 

Name Base 
Salary 

$ 
 

Performance 
Incentive 

$ 

Non-Cash 
Benefits 

$ 

Superannuation 
 
$ 

Option 
Value* 

$ 

Total 
 
$ 

D Telford 
Divisional Director 
   Toll Logistics 

 
538,851 

 
100,000 

 
- 

 
91,149 

 
228,333 

 
958,333 

J Ludeke 
Divisional Director 
   Networks 

 
516,729 

 
100,000 

 
53,271 

 

 
60,000 

 
228,333 

 
958,333 

S Stanley 
Director  
Strategy 

 
518,750 

 
25,000 

 
- 

 
30,000 

 
228,333 

 
802,083 

T Mallon 
Divisional Director 
   Toll North 

 
355,271 

 
60,000 

 
34,179 

 
40,000 

 
171,250 

 
660,700 

G Lyon 
General Manager 
  Intermodal PN 

 
315,299 

 
50,000 

 
52,005 

 
28,000 

 
114,167 

 
559,471 

 
*  No options were granted during the year.  The exercising of these options is dependent upon the satisfaction of two 
performance hurdles, being Total Shareholder Return over the three year period from the grant date must be at least equal 
to 35% and Earnings Per Share (EPS) diluted growth over the same period must be at least equal to the growth in the EPS 
of the ASX200 Industrials (excluding banks).  These options have been valued at grant date using the Binomial Method.  
The fair value of options has been allocated over the vesting period for the purposes of remuneration calculations. 
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Insurance of officers 
 
During the financial year, the Company paid premiums of $313,339 (2003: $167,504) to insure officers of the Company 
and related bodies corporate.  
 
The officers of the Company covered by the insurance policy include the directors, P A Little, M Rowsthorn, J A Moule, 
W Farrands, N Chatfield, R Dunning, A Lucas and the secretary B B McInerney.  Other officers covered by the policy are 
directors or secretaries of controlled entities who are not also directors or secretaries of  the Company, past directors of 
companies within the Toll Group and managers of the Toll Group. 
 
The liabilities insured, subject to specific exclusions, include costs and expenses that may be incurred in defending civil or 
criminal proceedings that may be brought against the officers in their capacity as officers of the Company or a related body 
corporate. 
 
Indemnification of officers 
 
The Company has agreed to indemnify the directors of the Company and the secretary, and 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 secretary of the Company and its controlled entities, except where the liability arises out of conduct involving a 
lack of good faith.  The agreement stipulates that the Company will meet the full amount of any such liabilities, including 
costs and expenses. 
 
Rounding off  
 
The Company is of the kind referred to in ASIC Class Order 98/100 dated 10 July 1998 and in accordance with that Class 
Order, amounts in the financial report, and directors' report have been rounded off to the nearest thousand dollars, unless 
otherwise stated.   
 
Auditor 
 
KPMG continues in office in accordance with section 327 of the Corporations Act 2001. 
 
 
 
 
This report is made in accordance with a resolution of the directors. 
 
 
 
 
 
J A Moule    Director 
 
 
 
 
 
 
P A Little    Director 
 
 
Dated at Melbourne this 26th day of August 2004. 
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CORPORATE GOVERNANCE STATEMENT  
 
This statement outlines the main corporate governance policies and practices of the Company. During the year these have 
been extensively reviewed and, where appropriate, enhanced. Except where indicated, they are in accord with the ASX 
Corporate Governance Council’s Principles of Good Corporate Governance and Best Practice Recommendations (ASX 
Guidelines). 
 
Board Processes 
 
The Board operates under a formal Charter detailing its functions and responsibilities. In summary: 
 
• The Board seeks to ensure that it adds value by guiding, assisting and supporting management to achieve the 

Company’s goals. This includes creating and maintaining a company which generates sustainable growth and 
profitability for the benefit of all stakeholders. The Board is committed to abiding by all relevant laws and regulations 
and to providing employees with a safe and rewarding working environment. It will have consideration in its 
deliberations for the broader community, external and internal stakeholders and the Company’s responsibilities as a 
corporate citizen of good standing. 

• The Board is responsible for the overall operation and stewardship of the Toll Group and, in particular, is responsible 
for strategy, risk management, reporting and disclosure, management performance, corporate governance, Board 
committees, and delegation of authority to management. 

 
The Board’s role includes evaluating the performance of the Managing Director, approving criteria for assessing and for 
monitoring and evaluating the performance of senior executives, as well as undertaking an annual performance review of 
its effectiveness. 
 
During the year each Board member completed an assessment of the competencies of the Board and its Committees. These 
assessments were a resource when the Chairman discussed Board and Committee effectiveness with the Board as a whole 
and with each director individually.  These discussions formed the basis for further Board consideration of continuous 
improvement. In addition, over an annual cycle, perceptions of Board performance are to be sought from major 
shareholders and senior management.  
 
In addition to its regular meetings, the Board’s annual program includes regular reviews of Company activities and 
strategies, and directors participate in visitation of operations around Australia and New Zealand. Opportunities are 
provided both at and outside Board meetings for directors to meet with senior executives and personnel. The Board plans 
to continue and, where possible, increase opportunities for these important interactions.  
 
Composition of the Board 
 
Members of the Board bring considerable and wide-ranging competencies to Board considerations. These include skills, 
experience and expertise in international business, major resource industries, railways management, ports management, 
investment banking, finance and accounting, general management plus extensive experience in transport logistics 
management and development.   
 
The names and further information regarding the skills, experience, qualifications and relevant expertise of the directors 
are set out in the Directors’ Report. 
 
The Board comprises a majority of non-executive directors including the Chairman, each of whom is considered to be 
independent. The Board considers that, fundamentally, the independence of directors is based on their capacity to put the 
best interests of the Company and its shareholders ahead of all other interests, so that directors are objectively capable of 
exercising independent judgment. Capacity to act independently and the skill sets and experience of individual directors to 
complement the skills and experience of the Board overall are critical criteria in candidate selection. The capacity to add 
value to the Board is very important.  
 
When evaluating candidates, the Board will have regard to the potential for conflicts of interest, whether actual or 
perceived, and the extent or materiality of these in the ongoing assessment of director independence. In this respect the 
Board has regard to the definition of "independence" in the Guidelines.  The Board does not believe that the existence of 
one or more of the relationships in the definition will necessarily result in the relevant director not being classified as 
independent, particularly given the criteria outlined above, and that the Company will seek to implement additional 
safeguards to ensure independence. An overall review of these considerations is used by the Board to determine whether 
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individual directors are independent.  
 
Additional policies, such as directors not being present during discussions or decision making in matters in which they 
have or could be seen to potentially have a material conflict of interest, as well as directors being excluded from taking part 
in the appointment of third party service providers where the director has an interest, provide both further separation and 
safeguards to independence. Using these criteria, the Board has determined that its four non-executive members are 
independent at this time. The Board has considered materiality thresholds in relation to independence, but has determined 
not to establish fixed thresholds, believing that, if taken in isolation and out of context, these can be misleading and 
inconclusive. 
 
In accordance with the Corporations Act 2001 and the Company’s Constitution directors must keep the Board advised, on 
an ongoing basis, of any interest that could potentially conflict with those of the Company, and any development which 
may impact the director’s perceived or actual independence. The Board has procedures in place to allow directors to 
disclose potential conflicts of interest.  
 
Each director has the right, with the Chairman’s approval, to seek independent professional advice at the Company’s 
expense.  
 
Securities Trading Policy  
 
The Company has in place a detailed securities trading policy. In summary, directors, executives and employees are 
prohibited from trading in the Company’s securities, related financial products and derivatives whenever they have price 
sensitive information which is not generally available. Apart from such occasions, trading is normally permitted for the 
six-weeks period commencing after two full trading days following the release of half year and full year results, the Annual 
General Meeting, or other Board sanctioned occasions where price sensitive information has been released by the 
Company.  
 
Ethical Standards  
 
All directors, managers and employees are expected to act with integrity and objectivity, striving at all times to enhance the 
reputation and performance of the Company.  The Company’s Code of Practice, which has been in place for several years 
and is issued to all employees, has been supplemented with the introduction from May 2004 of a Code of Conduct for 
Directors and Senior Executives, based on a code prepared by the Australian Institute of Company Directors. All 
employees have nominated supervisors to whom they may refer any issues arising from their employment.  
 
Board Committees 

 
To assist in the execution of its responsibilities, the Board has established a number of Board Committees, comprising a 
Nomination and Corporate Governance Committee, Audit and Financial Risk Committee and a Remuneration and 
Succession Planning Committee. These committees have written terms of reference, which are regularly reviewed. Matters 
attended to by Board Committees are reported to the Board following each committee meeting. Board Committees are 
authorised to seek any information they require from any officer or employee of the Company and may take such 
independent professional advice as they consider necessary. They have no executive powers regarding their findings and 
recommendations. The Chairman and a majority of members of each Committee are independent non-executive directors. 
Details of members and their attendance at committee meetings during the year are set out in the Directors’ Report.  
 
Nomination and Corporate Governance Committee 
 
Membership of the Committee currently includes all four independent non-executive directors and the Managing Director, 
and is at all times to comprise no less than three directors (including the Managing Director), the majority of whom are to 
be independent. The Chairman of the Committee is an independent director. The Committee meets as necessary, but at 
least four times each year. The purpose of the Committee is to assist the Board by: 
 
• monitoring the size and composition of the Board and its Committees; 
• recommending individuals for nomination as members of the Board and its Committees; 
• reviewing Board succession plans; 
• ensuring that the performance of the Board and its Committees is reviewed; 
• ensuring that the Board Chairman reviews the performance of each Board member; and  
• establishing and monitoring the procedures to protect the ethical standards of the Toll Group. This includes 
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periodically reviewing the Company’s: 
• Corporate Governance Guidelines and establishing procedures to promote compliance; 
• Code of Practice, as well as procedures to promote compliance; 
• Continuous Disclosure Policy; and 
• policies on sensitive matters such as environmental, Equal Opportunity, and drugs and alcohol. 

 
Remuneration and Succession Planning Committee 
 
The Remuneration and Succession Planning Committee reviews and makes recommendations to the Board on 
remuneration packages and policies applicable to the Managing Director, Executive Director Operations, non-executive 
directors and, where appropriate, senior executives.  Normally at least two meetings are held each year, one in each half 
year, including at least one prior to the financial year end to review the senior executive salary review process. It also 
reviews and makes recommendations regarding the policies applicable to staff salary reviews.  One of the Company’s 
requirements is to ensure remuneration levels are competitively set to attract and retain appropriately qualified and 
experienced directors and senior executives. 
 
The Toll Group’s Remuneration Policy is performance driven and is designed to support the needs and direction of the 
business. The level of remuneration of non-executive directors, executive directors and other senior executives is 
determined by reference to the market via survey data and input from remuneration consultants. Remuneration programs 
are designed to be appropriately competitive but financially responsible.    
 
For executive directors and other senior executives, remuneration programs are balanced with a mix of fixed and variable 
rewards. The structure of both short and long term variable incentives is performance based. Short-term incentives 
typically require the achievement of goals relating to annual Business Unit/Division/Toll Group performance, or achieving 
strategic objectives. Long-term incentives through the shareholder-approved Senior Executive Option Plan focus on 
linking executive reward with overall Toll Group performance. Current performance hurdles to be met require the 
achievement of predetermined targets of Earnings Per Share growth and Total Shareholder Return, as set out in the 
Directors’ Report.  
 
Non-executive director remuneration comprises fees (inclusive of committee fees) and superannuation (or an allowance 
therefor).  A retirement benefits program, which operated pursuant to a Deed entered into with each non-executive director 
(other than Alastair Lucas), in accordance with Section 200G of the Corporations Act 2001 was terminated from 1 July 
2003, other than for payment of accrued entitlements calculated up to that date. Non-executive directors received a 
compensatory increase in directors’ fees at that time. In addition, to further align the interests of non-executive directors 
with the Company, from 1 July 2003 they receive a minimum of 22% of their directors’ fees as ordinary shares in the 
Company, as approved by the 2003 annual meeting of shareholders. A higher percentage of such fees may be taken as 
shares, if desired by the director. Unlike executives, non-executive directors do not receive any performance related 
remuneration.  
 
Further information and the components of remuneration for directors and senior executives are set out in the Directors’ 
Report.  
 
The duties of the Remuneration and Succession Planning Committee are as follows: 
 
• review, determine and approve remuneration, allowances and incentives of the Managing Director and Executive 

Director Operations; 
• review and, if considered appropriate, make recommendations to the Managing Director on remuneration, allowances 

and incentives of other executive directors ; 
• review non-executive directors’ fees for submission to the Board; 
• review and ratify senior executive remuneration, allowances and incentives; 
• oversee compliance with statutory responsibilities relating to remuneration disclosure; 
• review policies and reporting responsibilities relating to employee share and option plans; 
• review the Company’s superannuation plan and compliance with relevant laws and regulations; 
• review and recommend to the Board senior executive and director payments on retirement or termination; 
• review and monitor fringe benefits;  
• review adequacy of professional indemnity and directors’ and officers’ liability insurance policies; and 
• monitor executive succession planning. 
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Audit and Financial Risk Committee 
 
The Audit and Financial Risk Committee considers any matters relating to the financial affairs of the Company and the 
Toll Group’s external audit that it determines to be desirable.  In addition, the Committee examines any other matters 
referred to it by the Board. 
 
The duties of the Audit and Financial Risk Committee are as follows: 
 
• monitor any matters outstanding with auditors, Australian Taxation Office, Australian Securities and Investments 

Commission, Australian Stock Exchange and financial institutions and compliance with the Corporations Act 2001 
and ASX Listing Rules; 

• monitor corporate risk assessment and internal controls; 
• review and monitor compliance with the Company’s Auditor Independence Policy; 
• liaise with external auditors; 
• review the annual audit plan with the auditors; 
• review information derived from the audit; 
• review interim financial information; 
• review accounting policies; 
• review effectiveness of internal audit and cross divisional reviews; 
• monitor risks relating to business continuity, disaster recovery, reputation, currency exposure and interest rate 

exposure; 
• review compliance with relevant government regulations; 
• assess the performance of financial management; 
• review adequacy of insurance coverage;  
• recommend to the Board the appointment, re-appointment or replacement of the external auditors (introduced 1 July 

2004); 
• review performance and compensation of the external auditors; and 
• supervise special investigations as directed by the Board. 
• Meetings are held at least three times a year or as otherwise required, including: 
• at the final planning stage of the audit; 
• before the issue of the half yearly profit announcement; and 
• before the issue of the final profit announcement and approval of the annual report and accounts. 
 
A longstanding pre-condition to the Committee’s consideration of the profit announcement and recommendation of the 
annual report and accounts is its review of a statement in writing to the Board signed by the Managing Director and Chief 
Financial Officer. The statement certifies that the Company’s financial reports present a true and fair view, in all material 
respects, of the Company’s financial condition and operational results and are in accordance with relevant accounting 
standards. This certification is supported by appropriate sign offs from divisional management.  During the year, the risk 
management and governance management declaration process was implemented to compliment the existing financial 
statements certification and further build transparency and accountability.  This declaration expands the formal evaluation 
of risk management, compliance and internal control across all business units, divisions, and Group functions. 
 
Risk Management  
 
Good risk management underpins a successful business and is an integral part of the management processes and culture at 
Toll.  The Company embraces the active management of risk by all Toll employees, supported by clear accountability and 
performance evaluation, to achieve strategic and business objectives.  While the acceptance of risk is necessary to 
achieving corporate goals, success is derived from the Company’s ability to identify key risks in a timely manner and 
implement appropriate strategies to maximise business opportunities, manage uncertainties, and minimise potential 
hazards.  In continually evaluating the risk and reward balance, and building risk management into daily activities, the Toll 
risk management framework addresses the interests of all stakeholders - including shareholders, customers, suppliers, 
regulators, employees and members of the public.   
 
The Board, through the Audit and Financial Risk Committee, oversees the establishment, implementation and ongoing 
review of the Company’s risk management and internal control system.  The internal control system covers financial, 
operational and compliance risks. The Audit and Financial Risk Committee also approves the annual program and scope of 
Business Assurance and Internal Audit (BA&IA) reviews. The Nomination and Corporate Governance Committee reviews 
corporate governance practice, compliance and relevant Company policies.  
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The Managing Director is responsible for implementation of the risk management policy and system.  In practice, 
Divisional Directors are responsible for risk management within their respective divisions. To promote accountability, 
Divisional Directors delegate day-to-day responsibility for compliance and control to Business Unit General Managers.  
This responsibility includes designing and implementing a sound system of risk management and internal control that 
identifies, assesses, monitors, and manages key risks that impact achievement of business objectives.  Specialist risk or 
Operational Health and Safety (OH&S) managers support  business units   in establishing and monitoring risk management 
processes and awareness.   
 
The Managing Director and Chief Financial Officer have provided declarations to the Board that: 
 
• the company’s financial reports present a true and fair view, in all material respects, of the financial condition and 

operational results of the company and Group and are in accordance with relevant accounting standards and the 
Corporations Act 2001; 
 

• the above statement is founded on a sound system of risk management and internal compliance and control which 
implements the policies adopted by the Board, and that the company’s risk management and internal compliance and 
control systems are operating efficiently and effectively in all material respects. 

 
All declarations cover the period up to signing the annual financial report. These declarations are provided in accordance 
with the ASX Guidelines which recognise that the management declaration is aimed to provide reasonable but not an 
absolute level of assurance.  
 
The full text of Toll’s comprehensive Risk Management Policy Statement is set out in the Corporate Governance section of 
the Company’s website at www.toll.com.au. The following is a summary. 
 
Integrated risk management programs aimed at ensuring risks are identified, assessed and appropriately managed include 
regular reports to the Board on the status of business risks.  The Audit and Financial Risk Committee also receives reports 
on financial risks in accordance with its charter, and is also responsible for reviewing the effectiveness of the Group’s risk 
management and internal control system. 
 
As a transport and logistics provider, business risks may arise from such matters as OH&S (including vehicle and driver 
safety), environment and property management, business continuity, contractual obligations, financial and capital 
management, risk financing and insurance, and development and use of information systems and technology.  Managing 
significant joint venture relationships and the growth in Toll’s important New Zealand operations are also key business 
areas that must be effectively managed. 
 
All material changes to the Toll risk profile are disclosed to stakeholders in accordance with the Toll Continuous 
Disclosure. 
 
The Executive Group Risk Management Committee (a management committee), chaired by the Executive Director 
Operations, formulates Group policies and strategies for selected key risks,  has a risk performance monitoring role, as well 
as being a forum to discuss and manage any major risk issues.  This Committee seeks to identify the key business risks 
which could prevent the Company from achieving its objectives and ensures that appropriate controls are in place to 
manage these risks.   
 
The Group Risk function is responsible for providing technical advice, developing risk management policies and 
procedures, and coordinating risk reporting to the Executive Group Risk Management Committee and the Board on matters 
such as OH&S, property protection, environment, dangerous goods/hazards, contracts, risk financing, and insurance.  
Through General Managers, Financial Controllers, and business unit Risk or OH&S managers, Group Risk assists 
divisions to implement appropriate processes and practices.  In doing so it promotes the active day-to-day management of 
risk and ongoing performance improvement.  Significant risk matters are also reported on a monthly basis to the Board. 
 
Business Assurance and Internal Audit (BA&IA) reports to the Audit and Financial Risk Committee and is responsible for 
independently evaluating the effectiveness and efficiency of selected risk management and internal compliance and control 
systems.  The BA&IA function co ordinates its program with other Group ‘assurance’ activities covering occupational 
health & safety, hazardous goods, financial integrity, and internal compliance programs.  It also assists in monitoring the 
ongoing Group and Divisional business risk analysis program.  BA&IA liaises and consults with the Group Risk function 
and the Executive Group Risk Management Committee on selected risk and compliance matters. 
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Internal Compliance and Control  
 
The strength of Toll’s risk management and internal control framework is founded on a combination of ‘formal’ analysis, 
policies and procedures; and ‘informal’ controls such as management competence, judgment, ethics and values, and 
specific accountability; all actively promoted by senior management. The Board is responsible for the internal compliance 
and control framework but recognizes that no cost effective internal control system will preclude all errors and 
irregularities.  Selected internal compliance and control mechanisms employed to support the business include:   

 
• Business Planning, Budgeting and Reporting – A comprehensive business planning and budgeting process includes 

evaluation of strategies, objectives, and risks resulting in an annual budget approved by the Board.  Monthly actual 
performance is reported against budget and revised forecasts for the year are prepared regularly.  Monitoring of 
division and business unit performance is supported by regular senior management forums, Risk Management 
Committee meetings, and reporting to the Board and Board committees. 

 
• Quality and integrity of employees – there are clearly defined accountabilities, performance measures, and 

reinforcement of values and ethics by senior management.  The Toll Group quality management system, supported by 
training, development, and appraisal, requires the involvement and commitment of management, employees and 
subcontractors to ensure continuous improvement and management of risk.  

 
• Corporate policies – Board approved corporate policies address matters such as Code of Practice, OH&S, Equal 

Opportunity, Driver Health, Compliance, Environment, Drugs and Alcohol, Corporate Governance, Management 
Performance Review and Development, Continuous Disclosure, Securities Trading Policy, Treasury, and Privacy. 
Documented confirmation is obtained from divisions on the implementation of Board approved polices.   

 
• Business controls – comprehensive financial, business process, project management and IT system controls and 

procedures exist at the Group, division and business unit level.   
 
• Investment appraisal - the Company has documented guidelines for capital expenditure, investment appraisals and 

acquisitions.  These include annual budgets, appraisal against financial hurdle targets, expenditure review procedures, 
and appropriate levels of authority. Post investment reviews are performed to assess effectiveness of funds invested on 
capital assets and acquired operations. Comprehensive and proven business integration strategies are used to enhance 
success of and derive maximum value from acquisitions. 

 
• Group assurance and monitoring activities – these include Internal Audit, OH&S, environment, and dangerous goods 

audits, balance sheet reviews, and internal compliance programs. 
 
Communicating with Shareholders 
 
Toll is committed to keeping shareholders fully informed regarding developments and important information affecting the 
Group. It endeavours to do so using plain language, with transparency and openness. 
 
Toll uses a range of channels to achieve these objectives and continues to seek additional and more effective ways to 
enhance communications with its shareholders. It aims to provide a level playing field for the provision of information to 
all shareholders. Information is communicated to shareholders as follows: 
 
• All matters requiring disclosure or reporting under the ASX Listing Rules are communicated to the ASX Online 

Announcements Office for immediate dissemination to the market in accordance with the Company’s Continuous 
Disclosure Policy. 

 
• The Annual Report is distributed to all shareholders (unless a shareholder has specifically requested not to receive the 

document).   
 
• The Annual General Meeting is the main opportunity for shareholders to hear the Managing Director and Chairman 

provide updates on Company performance, ask questions of the Board, and to express views and vote on the various 
matters of business on the agenda. Shareholders may also ask questions of the Company’s auditors at the meeting 
regarding the conduct of the audit, preparation and content of the auditor’s report, accounting policies adopted by 
management and auditor independence. The auditor will also be given reasonable opportunity to answer appropriate 
written questions from shareholders. Shareholders unable to attend in person may appoint a proxy to attend and vote 
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on their behalf, and they may view the web cast of the meeting.  In addition, where appropriate, additional meetings of 
shareholders are held to consider relevant proposals which need to be dealt with outside the time frame of the Annual 
General Meeting. 

 
• The Company’s internet website at www.toll.com.au is regularly updated and provides the following information 

under the Shareholder Information section: 
• Information regarding the latest AGM, Notice and explanatory memoranda concerning the AGM, and web cast of the 

most recent AGM.  
• Annual Reports for the past 5 years and presentations made to the market regarding annual results.  
• Half Yearly reports and presentations made to the market regarding them.  
• Ten Year financial history summary. 
• Announcements made to the ASX over the past 4 years.  
• “Toll Today” quarterly newsletters published for the last 5 years.  
• Current (20 minute delayed) share price of Toll’s ordinary shares trading on the ASX. 
• Direct link to Toll share registrar’s website.  
 
Relating to our Stakeholders 
 
Toll recognizes that its actions and behaviour as a large public company affect many stakeholders. Shareholders, 
employees, customers, suppliers, unions, governments and members of the public may all be affected by Toll’s corporate 
presence to some extent. Toll believes in openness and transparency within its operations and its relationships with 
stakeholders. To assist this process, the Toll Group has developed a number of codes of conduct or policies which set out 
what various groups of people may expect when they interact with the Group, and where appropriate, what Toll expects of 
them. These policies embrace the following, details or summaries of which are available on the Company’s internet 
website at www.toll.com.au under the Company Policies section: 
• Directors and Senior Executives 
• Employees  
• Occupational Health and Safety  
• Environment 
• Compliance 
• Drugs and Alcohol 
• Rehabilitation 
• Driver Health 
• Dangerous Goods 
• Privacy 
 
In addition, information on the following matters is accessible under the Corporate Governance section of the  
Company’s internet website at www.toll.com.au: 
• Board charter 
• Terms of reference of Board committees 
• Procedure for the selection and appointment of new directors 
• Securities trading policy for directors and employees 
• Code of conduct for directors and senior executives 
• Auditor independence policy 
• Continuous disclosure policy 
• Communications with shareholders 
• Risk management policy statement 
• Performance evaluation process for Board and key executives 
• Codes of conduct with stakeholders 
 
With over 17,000 employees throughout the Group, Toll takes seriously its responsibilities as a significant member of the 
wider community. For many years it has been actively involved in supporting, either corporately or through its employees, 
various community projects. One significant current example is the Second Step Program. 
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The Second Step Program is a Toll concept designed to offer employment experience for people who have overcome 
chemical addictions. Dignity and integrity of individuals are protected and no judgments are made. The program was 
developed in conjunction with the First Step and Disability Employment Action Centre (DEAC) organisations and allows 
successful candidates the opportunity to engage in training and employment, under special conditions, within the Toll 
Group for a period of twelve months. 
 
Positions within the Toll Group are chosen to meet the skills and interests of the Second Step candidates and are financed 
by Toll Corporate. During the twelve month employment period Second Step candidates are offered appropriate training as 
well as an on site mentor in conjunction with the continued support of the First Step program and DEAC. The Toll 
Chaplaincy program, which is designed to offer care and counselling to employees facing difficulties, is also involved. The 
candidates who have already begun employment through the Second Step Program have proved to be enthusiastic 
members of the Toll community whose contribution to the work place is recognized by their colleagues and supervisors – 
in fact, some have subsequently accepted full-time employment. 
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  Consolidated The Company 
 Note 2004 

$’000 
2003 

$’000 
2004 

$’000 
2003 

$’000 
      
Revenue from ordinary activities 2 3,313,998 2,603,493 135,979 75,859 
      
Expenses from ordinary activities before borrowing costs, 
depreciation and amortisation and income tax expense 

3 (3,006,451) (2,399,059) (58,008) (26,120) 

      
      
Depreciation and amortisation 4 (114,459) (76,955) (3,264) (6,763) 
      
Borrowing costs 4 (26,081) (21,283) (18,555) (17,902) 
      
Share of net profits of associates and joint ventures 
accounted for using the equity method 

 
29 

 
45,108 

 
31,236 

 
- 

 
- 

      
      
Profit from ordinary activities before income tax 
expense 

  
212,115 

 
137,432 

 
56,152 25,074 

      
Income tax expense relating to ordinary activities 5(a) (38,684) (30,274) (1,699) (221) 
      
Profit from ordinary activities after income tax 
expense 

  
173,431 

 
107,158 

 
54,453 

 
24,853 

      
Net profit attributable to outside equity interests 21 (4,792) (1,091) - - 
      
Net profit attributable to members of the parent entity 20 168,639 106,067 54,453 24,853 
      
      
Non-owner transaction changes in equity      
      
Net exchange difference on translation of financial 
statements of self sustaining foreign operations 

 
19 

 
6,643 

 
(1,160) 

 
- 

 
- 

      
Net (decrease) in retained profits on the initial adoption 
of: 

     

Revised AASB1028 “Employee Benefits” 20 - (1,149) - (318) 
      
Total changes in equity from non-owner related 
transactions attributable to the members of the  
parent entity 

  
 

175,282 

 
 

103,758 

 
 

54,453 

 
 

24,535 
      
      
Basic earnings per share - ordinary shares 33 50.82¢ 35.87¢   
      
Diluted earnings per share - ordinary shares 33 50.09¢ 34.63¢   
 
 
The above statements of financial performance are to be read in conjunction with the accompanying notes to the financial statements set out on pages 26 
to 85. 
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  Consolidated The Company 
 Note 2004 

$’000 
2003 

$’000 
2004 

$’000 
2003 

$’000 
Current Assets      
Cash assets 32(a) 102,389 88,299 507 52 
Receivables 7 444,994 313,890 16,735 11,728 
Inventories 8 15,698 10,014 33 - 
Other 9 31,752 27,142 8,198 7,312 
      
Total Current Assets  594,833 439,345 25,473 19,092 
      
Non-Current Assets      
Receivables 7 27,125 7,152 253,504 359,717 
Investments accounted for using the equity method 10 398,374 349,733 - - 
Other financial assets 11 9,950 36,123 481,778 202,779 
Property, plant and equipment 12 1,009,043 462,752 68,079 57,831 
Intangible assets 13 101,999 107,459 - - 
Deferred tax assets 5(d) 23,882 27,437 36,028 3,842 
Other 9 9,663 7,200 - - 
      
Total Non-Current Assets  1,580,036 997,856 839,389 624,169 
      
TOTAL ASSETS  2,174,869 1,437,201 864,862 643,261 
      
Current Liabilities      
Payables 14 335,703 255,269 4,638 2,864 
Interest bearing liabilities 15 5,956 14,754 - 983 
Current tax liabilities 5(b) 22,588 14,735 20,477 (260) 
Provisions 17 180,470 134,993 21,975 12,489 
Deferred gains  7,990 - - - 
      
Total Current Liabilities  552,707 419,751 47,090 16,076 
      
Non-Current Liabilities      
Interest bearing liabilities 15 413,258 336,452 50,000 210,000 
Deferred tax liabilities 5(c) 21,698 23,119 25,620 (113) 
Provisions 17 72,382 27,105 17,800 1,462 
Deferred gains  20,444 - - - 
      
Total Non-Current Liabilities  527,782 386,676 93,420 211,349 
      
TOTAL LIABILITIES  1,080,489 806,427 140,510 227,425 
      
NET ASSETS  1,094,380 630,774 724,352 415,836 
      
Equity      
Contributed equity 18 722,010 408,346 722,010 408,346 
Reserves 19 6,091 (552) - - 
Retained profits 20 329,415 220,377 2,342 7,490 
      
Total parent entity interest  1,057,516 628,171 724,352 415,836 
      
Outside equity interests  21 36,864 2,603 - - 
      
TOTAL EQUITY  1,094,380 630,774 724,352 415,836 
 
 
The above statements of financial position are to be read in conjunction with the accompanying notes to the financial statements set out on pages 26 to 85. 
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  Consolidated The Company 
 Note 2004 

$’000 
2003 

$’000 
2004 

$’000 
2003 

$’000 
Cash flows from operating activities      
Cash receipts in the course of operations  3,488,399 2,772,524 139,733 71,742 
Cash payments in the course of operations  (3,212,739) (2,564,815) (103,848) (52,197) 
Restructure costs paid  (19,124) (7,120) (1,277) (617) 
Interest received  3,001 2,011 740 589 
Dividend received  1,349 1,296 52,000 21,000 
Interest and other costs of finance paid  (23,119) (20,125) (18,555) (17,902) 
Income taxes paid 5(b) (28,639) (37,476) (1,521) (2,782) 
      
Net cash inflow/(outflow) from operating activities  209,128 146,295 67,272 19,833 
      
Cash flows from investing activities      
Payment for entities and businesses, net of cash acquired  (145,760) (63,461) (86) - 
Payment for property, plant and equipment  (163,524) (141,096) (51,393) (21,516) 
Proceeds from sale of property, plant and equipment 2 33,550 26,390 17,827 - 
Proceeds from sale of investments  670 - - - 
Payment for investments  (6,734) (32,217) - - 
Payment for loan to other entities  (1,251) - (1,251) - 
Payment for loan to related party  - - (125,788) - 
Proceeds from repayment of loans with other entities  665 22,651 652 - 
      
Net cash inflow/(outflow) from investing activities  (282,384) (187,733) (160,039) (21,516) 
      
Cash flows from financing activities      
Proceeds from borrowings  415,884 218,350 - 105,983 
Repayment of borrowings  (576,520) (115,539) (160,982) (97,723) 
Dividends paid 6 (45,149) (26,548) (45,149) (26,548) 
Proceeds from share issue  299,353 20,012 299,353 20,012 
Finance lease payments  (7,166) (14,051) - - 
      
Net cash inflow/(outflow) from financing activities  86,402 82,224 93,222 1,724 
      
Net increase/(decrease) in cash held  13,146 40,786 455 41 
      
Cash at the beginning of the financial year  88,299 47,550 52 11 
      
Effects of exchange rate fluctuations on the balances of 
cash held in foreign currencies 

 944 (37) - - 

      
Cash at the end of the financial year 32(a) 102,389 88,299 507 52 
      
Financing arrangements 16     
Non-cash financing and investing activities 32(e)     
 
 
 
 
 
 
 
 
 
 
 
The above statements of cash flows are to be read in conjunction with the accompanying notes to the financial statements set out on pages 26 to 85. 
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1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES 
 

The significant policies which have been adopted in the preparation of this financial report are: 
 
(a) Basis of Preparation 
 

The financial report is a general purpose financial report which has been prepared in accordance with Accounting 
Standards, Urgent Issues Group Consensus Views, other authoritative pronouncements of the Australian 
Accounting Standards Board and the Corporations Act 2001.   

 
It has been prepared on the basis of historical costs, and except where stated, does not take into account changing 
money values or fair values of non-current assets. 

 
The accounting policies have been consistently applied by each entity in the Toll Group and are consistent with 
those of the previous year. 

 
(b) Principles of Consolidation 
 

Controlled Entities 
 

The consolidated financial statements of the Toll Group include the financial statements of the Company, being 
the parent entity and its controlled entities (“the Toll Group”).   

 
Where an entity began or ceased to be controlled during the year, the results are included only from the date 
control commenced or up to the date control ceased.  

 
Outside interests in the equity and results of the entities that are controlled by the Company are shown as a 
separate item in the consolidated financial statements. 

 
Associates 

 
Associates are those entities, over which the Toll Group exercises significant influence and which are not intended 
for sale in the near future. 

 
In the consolidated financial statements investments in associates are accounted for using equity accounting 
principles.  Investments in associates are carried at the lower of the equity accounted amount and recoverable 
amount.  The Toll Group’s equity accounted share of the associates’ net profit or loss is recognised in the 
consolidated statement of financial performance from the date significant influence commences until the date 
significant influence ceases.  Other movements in reserves are recognised directly in consolidated reserves. 
 
Transactions Eliminated on Consolidation 

 
Unrealised gains and losses and inter-entity balances resulting from transactions with or between controlled 
entities are eliminated in full on consolidation. 

 
Unrealised gains resulting from transactions with associates are eliminated to the extent of the Toll Group’s 
interest.  Unrealised gains relating to associates are eliminated against the carrying amount of the investment.  
Unrealised losses are eliminated in the same way as unrealised gains, unless they evidence a recoverable amount 
of impairment. 

 
(c) Goodwill 
 

Goodwill, representing the excess of the purchase consideration and incidental expenses over the fair value of the 
identifiable net assets acquired on the acquisition of a controlled entity is amortised on a straight line basis.  The 
period of amortisation is the period of time during which benefits are expected to arise, and varies from 5 to not 
more than 20 years. 

 
Where a discount on acquisition arises the cost of individual identifiable assets is determined by reducing 
proportionately the fair value of non-monetary assets acquired until the discount is eliminated.  Any balance of the 
discount is credited to the statements of financial performance. 
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1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 
(c) Goodwill (continued) 

 
The carrying value of goodwill is reviewed regularly and written down where appropriate to reflect its recoverable 
amount. 
 
For associates the consolidated financial statements include the carrying amount of goodwill in the equity 
accounted investment carrying amount. 

 
(d) Revenue Recognition 
 

(i)   Revenue 
 

Revenue comprises revenue earned (net of GST, returns, discounts and allowances) from the provision of services 
to entities outside the Toll Group.  Revenue is recognised when the services are provided. 

 
(ii)  Interest Income 

 
Interest income is recognised as it accrues unless collectibility is in doubt. 

 
(iii) Asset Sales 

  
The gross proceeds of asset sales are included as revenue of the Toll Group.  The profit or loss on disposal of 
assets is brought to account at the date an unconditional offer and acceptance of sale is determined.  The profit 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. 

 
(iv) Other Revenue 

 
Revenue recognition policies for investments and property, plant and equipment are described in accounting 
policy notes 1(h) and 1(j) respectively. 
 
(v) Dividends 
 
Revenue from dividends and distributions from controlled entities is recognised by the parent entity when they are 
declared by the controlled entities. 
 
Revenue from dividends from associates is recognised by the parent entity when dividends are received. 
 
Revenue from dividends from other investments are recognised when received. 
 
Dividends received out of pre-acquisition reserves are eliminated against the carrying amount of the investment 
and not recognised in revenue. 
 
(vi) Internal Recharges 
 
Internal recharge revenue comprises revenue from the provision of services to related parties including property, 
payroll, information technology, risk, secretarial and management services. 
 

(e) Taxation 
 

Income Tax 
 
The Toll Group adopts the income statement liability method of tax effect accounting. 
 
Income tax expense is calculated on operating profit adjusted for permanent differences between taxable and 
accounting income.  The tax effect of timing differences which arise from items being brought to account in 
different periods for income tax and accounting purposes, is carried forward in the statements of financial position 
as a future income tax benefit or a provision for deferred income tax. 
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1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 
Tax consolidation 
 
The Company is the head entity in the tax-consolidated group comprising all the Australian wholly-owned 
subsidiaries set out in Note 28. The implementation date for the tax-consolidated group is 1 July 2003. The head 
entity recognises all of the current and deferred tax assets and liabilities of the tax-consolidated group (after 
elimination of intragroup transactions). 
 
The tax-consolidated group has entered into a tax funding agreement that requires Australian wholly-owned 
subsidiaries to make contributions to the head entity for: 
• deferred tax balances recognised by the head entity on implementation date, including the impact of any 

relevant reset tax cost bases; and 
• current tax assets and liabilities and deferred tax balances arising from external transactions occurring after 

the implementation of tax consolidation. 
 
Under the tax funding agreement, the contributions are calculated on a "stand-alone basis" so that the 
contributions are equivalent to the tax balances generated by external transactions entered into by the Australian 
wholly-owned subsidiaries. The contributions are payable as set out in the agreement and reflect the timing of the 
head entity’s obligations to make payments for tax liabilities to the relevant tax authorities. The assets and 
liabilities arising under the tax funding agreement are recognised as intercompany assets and liabilities with a 
consequential adjustment to income tax expense/revenue. 
 
Future income tax benefits are not brought to account unless realisation of the asset is assured beyond reasonable 
doubt.  Future income tax benefits relating to entities with  tax losses are only brought to account when their 
realisation is virtually certain. 
 
The tax effect of capital losses is not recorded unless realisation is virtually certain. 

 
(f) Non-Current Assets 
 

The carrying amounts of non-current assets are reviewed to determine whether they are in excess of their 
recoverable amount at balance date.   If the carrying amount of a non-current asset exceeds the recoverable 
amount, the asset is written down to the lower amount.  The write-down is recognised as an expense in the net 
profit or loss in the reporting period in which it occurs.  In assessing recoverable amounts the relevant cash flows 
have not been discounted to their present value. 

 
(g) Receivables  
 

Trade Debtors 
 
The collectibility of debts is assessed at balance date and provision is made for any doubtful accounts.  Trade 
debtor terms vary from 7 to 30 days and are carried at amounts due. 
 

(h) Investments 
 

Controlled Entities 
 
Investments in controlled entities are carried in the Company's financial statements at the lower of cost and 
recoverable amount. 

 
 Associates 
 
 In the Company’s financial statements investments in unlisted shares of associates are carried at the lower of cost 

and recoverable amount. 
 

Other entities 
 
Investments in other listed and unlisted entities are measured at the lower of cost and recoverable amount. 
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1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

(i) Inventories 
 

Inventories are carried at the lower of cost and net realisable value. 
 
(j) Land and buildings held for resale 
 

Valuation 
 
Development properties are carried at the lower of cost and net realisable value.  Cost includes the costs of 
acquisition, development, and holding costs such as interest, rates and taxes.  Interest and other holding costs 
incurred after completion of development are expensed as incurred. 
 
Recognition of income 
 
Income from sales is recognised when unconditional contracts are exchanged and a significant non-refundable 
deposit is received. 

 
(k) Property, Plant and Equipment 
 

(i) Acquisition 
 
Items of property, plant and equipment are recorded at cost and depreciated as outlined below. 
 
The cost of property, plant and equipment constructed by the Toll Group includes the cost of materials and direct 
labour and an appropriate proportion of fixed and variable overheads. 
 
 (ii)  Revaluations 
 
Land and buildings are independently valued every three years on an existing use basis of valuation.  This is in 
addition to the annual review for recoverable amount referred to in Note 1(f).  Refer Note 12 for further details. 
 
As these revaluations are not recorded in the Company’s accounts, items of property, plant and equipment are 
carried at the lower of cost, less accumulated depreciation, and recoverable amount. 

 
(iii)  Depreciation and Amortisation 
 
Items of property, plant and equipment, including buildings and leasehold property but excluding freehold land, 
are depreciated over their estimated useful lives.  Depreciation rates used for each class of asset are as follows:  

 
�  Buildings 2½% - 4% 
�  Leasehold improvements 2½%  -15% 
�  Plant and equipment 8½% - 40% 
�  Leased plant and equipment 8½% - 33% 

 
The straight line method and the reducing balance method are used.  Assets are depreciated or amortised from the 
date of acquisition, or in respect of internally constructed assets, from the time an asset is completed and held 
ready for use.  No change has occurred in the above depreciation rates during the year. 
 
(iv)   Leased Plant and Equipment 
 
Leases of plant and equipment under which the Company or its controlled entities assume substantially all the 
risks and benefits of ownership are classified as finance leases.  Other leases are classified as operating leases. 
 
Assets acquired under finance lease are capitalised.  A lease asset and a lease liability equal to the present value of 
the minimum lease payments are recorded at the inception of the lease.  Contingent rentals are written off as an 
expense of the accounting period in which they are incurred.  Capitalised lease assets are amortised on a straight 
line basis or diminishing value over the term of the relevant lease, or where it is likely the Toll Group will obtain 
ownership of the asset, the life of the asset.  Lease liabilities are reduced by repayments of principal.  The interest 
components of the lease payments are charged to the statement of financial performance. 
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1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 
 
Payments made under operating leases are charged against profits in equal instalments over the accounting 
periods covered by the lease term, except where an alternative basis is more representative of the pattern of 
benefits to be derived from the leased property. 

 
(l) Provisions 
 

A provision is recognised when there is a legal, equitable or constructive obligation as a result of a past event and 
it is probable that a future sacrifice of economic benefits will be required to settle the obligation, the timing or 
amount of which is uncertain. 
 
(i)   Employee Entitlements 
 
Annual Leave  
The provisions for employee entitlements to annual leave represent the amount which the Toll Group has a 
present obligation to pay resulting from employees' services provided up to the balance date.  The provision has 
been based on expected future wage and salary rates and includes related on-costs. 

 
Long Service Leave 
The liability for employee entitlements to long service leave represents the present value of the estimated future 
cash outflows to be made by the employer resulting from employees' services provided up to the balance date. 

 
Liabilities for employee entitlements which are not expected to be settled within twelve months are discounted 
using the rates attaching to national government securities at balance date, which most closely match the terms of 
maturity of the related liabilities. 

 
In determining the liability for employee entitlements, consideration has been given to future increases in wage 
and salary rates, and the Toll Group's experience with staff departures.  Related on-costs have also been included 
in the liability. 
 
(ii)  Dividends 
 
A provision for dividends payable is recognised in the reporting period in which the dividends are declared, for 
the entire undistributed amount, regardless of the extent to which they will be paid in cash. 
  
(iii) Restructure 
 
A provision for restructuring on acquisition is only recognised at the date of acquisition where there is a 
demonstrable commitment and a detailed plan such that there is little or no discretion to avoid payments to other 
parties and the amount can be reliably estimated. 
 
The provision relates only to costs associated with the acquired entity. 
 
Other provisions for restructuring are only recognised when a detailed plan has been approved and the 
restructuring has either commenced or been publicly announced.  Costs related to ongoing activities are not 
provided for. 
 
(iv) Workers Compensation 
 
Provisions for workers compensation using self insurance are based on independent actuarial assessments. 
 
(v) Other Provisions 
 
This class of provisions provides for items including mainly payroll related items, bonuses, damages, pallets and 
stock losses. 
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1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
 
(m) Senior Executive Option Plan, Executive Share Option Scheme and Employee Share Scheme 
 

The Company grants options to certain executives under the Executive Share Option Scheme approved by 
members on 2 November 2000.  Members approved the adoption of the Senior Executive Option Plan at a general 
meeting on 7 July 1999.  Other than the costs incurred in administering the plan and scheme which are expensed 
as incurred, there is no other expense charged to the Toll Group.  Details are disclosed in relation to Directors and 
specified executives in Note 23. 
 
The Company may issue shares to Group employees.  Shares are issued to employees after a qualifying period at 
the current market price.  Employees are required to pay a nominal amount for these shares, with the balance 
made up by an interest free loan from the Company.  The interest free loan is reduced via the dividends on the 
employee shares.  Options and shares issued to employees, including Directors, are recorded in contributed equity 
for the consideration received. 

 
(n) Superannuation Funds 

 
The Company and its controlled entities contribute to employee accumulation superannuation funds.  
Contributions are expensed as they are incurred.    

 
 (o) Cash 
 

For purposes of the statements of cash flows, cash includes deposits at call which are readily convertible to cash 
on hand and which are used in the cash management function on a day to day basis, net of outstanding bank 
overdrafts. 

 
(p) Earnings per Share 
 

(i)   Basic Earnings per Share 
 

Basic earnings per share is determined by dividing the net profit after income tax attributable to members of  the 
Company, by the weighted average number of ordinary shares outstanding during the financial year. 

 
(ii)  Diluted Earnings per Share 
 
Diluted EPS earnings is calculated by adjusting the basic EPS earnings for the after tax effect of financing costs 
and the effect of conversion to ordinary shares associated with dilutive potential ordinary shares. 
 
The diluted EPS weighted average number of shares includes the number of ordinary shares assumed to be issued 
for no consideration in relation to dilutive potential ordinary shares.  The number of ordinary shares assumed to be 
issued for no consideration represents the difference between the number that would have been issued at the 
exercise price and the number that would have been issued at the average market price. 
 
The identification of dilutive potential ordinary shares is based on net profit or loss from continuing ordinary 
operations and is applied on a cumulative basis, taking into account the incremental earnings and incremental 
number of shares for each series of potential ordinary share. 

 
(q) Payables 

 
Liabilities are recognised for amounts to be paid in the future for goods or services received, whether or not billed 
to the company or Toll Group.  Trade accounts payable are normally settled within 30 days. 

 
(r) Commercial Bills 
 

Commercial bills are carried on the statements of financial position at their principal amount.   Interest on bills is 
paid at the time bills are rolled over or when drawn down and expensed over the period over which the bill is 
outstanding.  Any amounts not expensed by year end are included in “prepayments”. 
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1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

(s) Derivatives 
 

The principal objective of using derivative financial instruments is to manage the interest rate and foreign 
exchange exposure on the net borrowings of the Toll Group.  To achieve this objective, a combination of 
derivatives including interest rate swaps, forward rate agreements and interest rate options may be used.  
Derivative financial instruments are not held for speculative purposes. 
 
(i) Hedges 
 
Anticipated transactions 
Transactions are designated as a hedge of the anticipated specific purchase of qualifying assets, or an anticipated 
interest transaction, only when they are expected to reduce exposure to the risks being hedged, are designated 
prospectively to that it is clear when an anticipated transaction has or has not occurred and it is probable the 
anticipated transaction will occur as designated.  Gains or losses on the hedge arising up to the date of the 
anticipated transaction, together with any costs or gains arising at the time of entering into the hedge, are deferred 
and included in the measurement of the anticipated transaction when the transaction has occurred as designated.  
Any gains or losses on the hedge transaction after that date are included in the statement of financial performance. 
 
The net amounts receivable or payable under forward foreign exchange contracts and the associated deferred 
gains or losses are recorded on the statement of financial position from the date of inception of the hedge 
transaction.  Losses are recorded on the statement of financial position from the date of inception of the hedge 
transaction.  When recognised, the net receivables or payables are revalued using the foreign currency current at 
reposting date.  Refer to Note 22. 
 
The net amounts receivable or payable or payable under interest rate and commodity swaps, and the associated 
deferred gains or losses are not recorded on the statement of financial position until the hedge transaction occurs.  
When recognised the net receivables or payables are revalued using the interest or commodity rates current at 
reporting date.  Refer to Note 22. 
 
When the anticipated transaction is no longer expected to occur as designated, the deferred gains or losses relating 
to the hedged transaction are recognised immediately in the statement of financial performance. 
 
Where a hedge transaction is terminated early and the anticipated transaction is still expected to occur as 
designated, the deferred gains or losses that arose on the hedge prior to its termination continue to be deferred and 
are included in the measurement of the purchase or sale or interest transaction when it occurs.  Where a hedge 
transaction is terminated early because the anticipated transaction is no longer expected to occur as designated, 
deferred gains or losses that arose on the hedge prior to its termination are included in the statement of financial 
performance for the period. 
 
Where a hedge is redesignated as a hedge of another transaction, gains or losses arising on the hedge prior to its 
redesignation are only deferred where the original anticipated transaction is still expected to occur as designated.  
When the original anticipated transaction is no longer expected to occur as designated, any gains or losses relating 
to the hedge instrument are included in the statement of financial performance for the period. 
 
Gains or losses that arise prior to and upon the maturity of transactions entered into under hedge rollover 
strategies are deferred and included in the measurement of the hedged anticipated transaction if the transaction is 
still expected to occur as designated. If the anticipated transaction is no longer expected to occur as designated, 
the gains or losses are recognised immediately in the statement of financial performance. 
 
(ii) Interest rate swaps and forward rate agreements 
 
Net interest payments under interest rate swap contracts are recognised on an accruals basis in the statement of 
financial performance as an adjustment to interest expense during the period. 
 
(iii) Interest rate options 
 
Interest rate options are purchased to hedge interest rate exposures.  The premiums paid on interest rate options 
and any realised gains or losses on exercise are included in other assets and are amortised to interest expense over 
the terms of the agreements. 
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1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

(t) Goods and services tax 
 

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except where 
the amount of GST incurred is not recoverable from the Australian Tax Office (ATO).  In these circumstances the 
GST is recognised as part of the cost of acquisition of the asset or as part of an item of expense. 
 
Receivables and payables are stated with the amount of GST included. 

 
The net amount of GST recoverable from, or payable to, the ATO is included as a current asset or liability in the 
statement of financial position. 
 
Cash flows are included in the statement of cash flows on a gross basis.  The GST components of cash flows 
arising from investing and financing activities which are recoverable from, or payable to, the ATO are classified 
as operating cash flows. 

 
(u) Foreign currency 
 

(i) Transactions 
 
 Foreign currency transactions are translated to Australian currency at the rates of exchange ruling at the dates of 

the transactions.  Amounts receivable and payable in foreign currencies at balance date are translated at the rates 
of exchange ruling on that date. 

 
 Exchange differences relating to amounts payable and receivable in foreign currencies are brought to account as 

exchange gains or losses in the statement of financial performance in the financial year in which the exchange 
rates change, except where: 

 
• Hedging specific anticipated transactions or net investments in self-sustaining operations; 
• Relating to amounts payable or receivable in foreign currency forming part of a net investment in a self-

sustaining foreign operation.  In this case, the exchange difference, together with any related income tax 
expense/revenue, is transferred to the foreign currency translation reserve on consolidation. 

 
(ii) Translation of controlled foreign entities 

 
The assets and liabilities of foreign operations, including associates, that are self-sustaining are translated at the 
rates of exchange ruling at balance date.  Equity items are translated at historical rates.  The statements of 
financial performance are translated at a weighted average rate for the year.  Exchange differences arising on 
translation are taken directly to the foreign currency translation reserve. 
 

(v) Financial instruments issued 
 

Other financial instruments 
 
The proceeds received from the issue of Convertible Notes during 02/03 were classified as a liability and related 
distribution as interest expense. 

 
(w) 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.  Ancillary costs incurred in connection 
with the arrangement of borrowings are capitalised and amortised over the life of the borrowings. 
 
Where funds are borrowed specifically for the acquisition, construction or production of a qualifying asset, the 
amount of borrowing costs capitalised is that incurred in relation to that borrowing, net of any interest earned on 
those borrowings.  Where funds are borrowed generally, borrowing costs are capitalised using a weighted average 
capitalisation rate. 
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1. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
(x) Deferred Gains 
 

Deferred gains relate mainly to gains made on sale and leaseback transactions where the gain is deferred and 
amortised over the term of the lease. 

 
(y) Comparatives 

 
 Where necessary, comparative information has been reclassified to achieve consistency in disclosure with current 

financial year amounts and other disclosures. 
 
 
2. REVENUE FROM ORDINARY ACTIVITIES 
 

  Consolidated The Company 
  2004 

$’000 
2003 

$’000 
2004 

$’000 
2003 

$’000 
Revenue from operating activities      
     Services  3,271,929 2,569,798 4,619 3,890 
      
Other Revenue      
From operating activities      
     Dividends      
     - Related parties  - - 52,000 21,000 
     - Other parties  126 275 - - 
     Distribution from trust  827 335 4,572 2,949 
     Rental revenue  4,565 4,684 1,012 210 
      Internal Recharges  - - 55,209 47,221 
     Interest      
     - Other parties  3,001 2,011 740 589 
From outside operating activities      
     Proceeds from sale of non-current assets  33,550 26,390 17,827 - 
      
Total revenue from ordinary activities  3,313,998 2,603,493 135,979 75,859 

 
3. EXPENSES FROM ORDINARY ACTIVITIES 
 

  Consolidated The Company 
  2004 

$’000 
2003 

$’000 
2004 

$’000 
2003 

$’000 
      
Direct transport costs  1,628,596 1,321,460 - - 
Wages and salaries  995,219 745,138 18,213 11,799 
Property costs  130,184 109,571 3,738 3,061 
Corporate administrative costs  - - 36,057 11,260 
Other  252,452 222,890 - - 
Total  3,006,451 2,399,059 58,008 26,120 
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4. PROFIT FROM ORDINARY ACTIVITIES BEFORE INCOME TAX EXPENSE 
 

  Consolidated The Company 
  2004 

$’000 
2003 

$’000 
2004 

$’000 
2003 

$’000 
Profit from ordinary activities before income tax has been 
arrived at after charging/(crediting) the following items: 

    

      
Charging      
      
Borrowing costs:      
     Other parties  26,814 20,567 18,555 17,902 
     Finance charges on capitalised leases  681 1,531 - - 
Less capitalised borrowing costs  (1,414) (815) - - 
  26,081 21,283 18,555 17,902 
Depreciation of:      
     Buildings and leasehold improvements  6,807 6,440 767 615 
     Plant and equipment  93,068 52,811 2,497 4,886 
Total depreciation  99,875 59,251 3,264 5,501 
      
Amortisation of:      
     Leased assets capitalised  2,480 5,335 - - 
     Goodwill  12,104 11,107 - - 
     Borrowing costs  - 1,262 - 1,262 
Total amortisation  14,584 17,704 - 1,262 
      
Amounts set aside to provision for:      
     Doubtful trade debts  1,063 927 - - 
     Employee entitlements  19,875 16,818 5,132 5,567 
      
Operating lease rental expense - property  71,956 58,060 412 580 
 - plant and equipment 89,182 57,884 1,134 1,021 
      
Crediting      
      
Net gains/(losses) on sales of property, plant and 
equipment 

(2,983) 252 (3,761) - 

 
5. TAXATION 
 

a)  Income Tax Expense      
      
Prima facie income tax expense on the profit 
from ordinary activities @ 30% (2003 – 30%) 

  
63,635 

 
41,229 

 
16,846 

 
7,522 

      
Tax effect of permanent differences      
     Non deductible expenditure  595 1,189 907 292 
     Non deductible depreciation and amortisation  4,278 4,347 23 200 
     Imputation credit gross up on dividend  31 12 6,686 2,700 
     Franking credit on dividend received  (103) (39) (22,286) (9,000) 
     Tax deductible expenditure and depreciation 
        not included in operating profit 

 
(7,305) 

 
(4,310) 

 
(489) 

 
(17) 

    Non-assessable gains  (1,120) (876) (1,426) (885) 
    Utilisation of tax losses not previously  
        recognised 

  
(8,341) 

 
- 

 
- 

 
- 

    Assessable gains  21 245 - 245 
    Net deferred tax balances recognised by head  
    entity in relation to wholly owned subsidiaries  
    within the tax consolidated group upon  
    implementation of Tax Consoldiation 

  
 
 

- 

 
 
 

- 

 
 
 

33,164 

 
 
 

- 
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5. TAXATION (Continued) 
 

  Consolidated The Company 
  2004 

$’000 
2003 

$’000 
2004 

$’000 
2003 

$’000 
      
    Recovery of income tax expense under a tax  
    funding agreement at transition 

  
- 

 
- 

 
(33,164) 

 
- 

     Share of associates net profit  (13,532) (9,371) - - 
      
Income tax expense on the profit from ordinary 
activities  

 
38,159 

 
32,426 

 
262 1,057 

Under/(Over) provision in prior years accounts  525 (2,152) 1,437 (836) 
      
Income tax expense attributable to profit from ordinary 
activities 

 
38,684 

 
30,274 

 
1,699 

 
221 

      
Total income tax expense is made up of:      
      
     Current years income tax provision  37,461 35,243 (732) 2,160 
     Deferred income tax provision  (6,208) (3,768) 776 19 
     Future income tax benefit  6,906 951 218 (1,122) 
     Under/(Over) provision in prior year  525 (2,152) 1,437 (836) 
  38,684 30,274 1,699 221 
      
(b) Current Tax Liabilities      
      
Provision for Current Income Tax      
      
Movements during the year were as follows:      
      
Balance at beginning of year  14,735 22,609 (260) 1,148 
Income tax paid  (28,639) (37,476) (1,521) (2,782) 
Income tax provision acquired  228 (4,050) - - 
Current year’s income tax expense 
   on profit from ordinary activities 

  
37,461 

 
35,243 

 
(732) 

 
(2,160) 

Income tax related to wholly owned subsidiary 
transactions in a tax consolidated group. 

  
- 

 
- 

 
21,370 

 
- 

Under/(Over) provision in prior year  (1,197) (1,591) 1,620 (786) 
  22,588 14,735 20,477 (260) 
      
(c) Deferred Tax Liabilities      
      
Provision for Deferred Income Tax      
      
Provision for deferred income tax comprises the 
 estimated expense at the applicable rate of 30% 
(2003: 30%) on the following items: 

     

      
Difference in depreciation and amortisation of 
 property, plant and equipment for accounting 
 and income tax purposes 

  
 

14,933 

 
 

12,375 

 
 

18,855 

 
 

(140) 
Expenditure currently deductible for tax but 
deferred and amortised for accounting purposes 

  
6,765 

 
10,744 

 
6,765 

 
27 

  21,698 23,119 25,620 (113) 
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5. TAXATION (Continued) 
 

  Consolidated The Company 
  2004 

$’000 
2003 

$’000 
2004 

$’000 
2003 

$’000 
(d) Deferred Tax Assets      
      
Future Income Tax Benefit      
      
Future income tax benefit comprises the 
 Estimated future benefit at the applicable 
 rate of 30% (2003: 30%) of the following items: 

     

Provisions and accrued employee entitlements 
 not currently deductible 

  
23,882 

 
27,437 

 
36,028 

 
3,842 

      
      
      
Future Income Tax Benefit Not Taken to 
Account 

     

      
The future income tax benefits arising from tax 
 losses and timing differences in a controlled 
 entity, which is a Company, which have not been 
 recognised as an asset because recovery is not 
 virtually certain: 

     

Tax losses carried forward  20,434 739 - - 
 

The potential future income tax benefit which has not been recognised as an asset will only be obtained if: 
 

• the relevant company derives future assessable income of a nature and an amount sufficient to enable the 
benefit to be realised, or the benefit can be utilised by another company in the Toll Group in accordance with 
relevant income tax legislation; 
 

• the relevant Company and/or the Toll Group continues to comply with the conditions for deductibility imposed 
by the law; and 

 
• no changes in tax legislation adversely affect the relevant Company and/or the Toll Group in realising the 

benefit. 
 
 
 
 
 
 



TOLL HOLDINGS LIMITED AND ITS CONTROLLED ENTITIES 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 June 2004 
 

39 

6. DIVIDENDS PAID AND DECLARED 
 
 Cents per 

share 
Total 

($’000) 
Franking 

(%) 
Payment 

Date 
Dividends provided or paid by the Company during the year:     
Ordinary Shares     
2004     
2003 Final Dividend recognised when declared during year 8.0 24,842 100 1/10/2003 
2004 Interim Dividend 8.5 27,051 100 26/03/2004 
  51,893   
2003     
2002 Final Dividend 5.5 15,146 100 30/09/2002 
2003 Interim Dividend 6.5 19,685 100 28/03/2003 
  34,831   
Reset Preference Shares     
2004     
Half Yearly Dividend (6.2%)  7,708 100 11/05/2004 
     
Franked dividends declared or paid during the year were 
franked at the tax rate of 30%. 

    

     
Subsequent Events     
Since the end of the financial year directors declared the 
following dividend: 

    

Final Ordinary 12.0 38,556 100 30/9/2004 
     
The financial effect of this dividend has not been brought to 
account in the financial statements for the year ended 30 June 
2004 and will be recognised in subsequent financial reports. 

    

 
  The Company 
  2004 

$’000 
2003 

$’000 
Dividend franking account    
   
Net Class C (30%) franking credits (2003: 30%) available to 
 Shareholders of  the Company for subsequent financial years. 

 
51,465 

 
48,527 

   
The above available amounts are based on the balance of the dividend franking account at year-end adjusted for: 
 
(a) Franking credits that will arise from the payment of the amount of the provision for current income tax 
(b) Franking debits that will arise from the payment of dividends recognised as a liability at year-end 
(c) Franking credits that will arise from the receipt of dividends recognised as receivables at year-end 
(d) Franking credits that the entity may be prevented from distributing in subsequent years. 
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6. DIVIDENDS PAID AND DECLARED (Continued) 
 
   
The ability to utilise the franking credits is dependent upon there being sufficient available profits to declare dividends. 
 
Dividends actually paid, satisfied by the issue of shares 
under the dividend reinvestment plan or satisfied by the 
reduction in employee loans under the employee share 
plan during the years ended 30 June 2004 and 30 June 
2003 were as follows: 

  

    
     Paid in cash – ordinary  37,441 26,548 
     Paid in cash – reset preference share  7,708 - 
     Total dividends paid in cash  45,149 26,548 
     Satisfied by issue of shares  14,311 8,148 
     Satisfied by reduction in employee share plan loans 141 135 
  59,601 34,831 
    
The above figures are reconciled to cash at the end of the financial year as shown in the statements of cash flows. 
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7. RECEIVABLES 
  Consolidated The Company 
  2004 

$’000 
2003 

$’000 
2004 

$’000 
2003 

$’000 
CURRENT      
      
Trade debtors  400,577 290,515 1,983 6,567 
Less: Provision for doubtful trade debtors  10,363 11,026 2 92 
  390,214 279,489 1,981 6,475 
Other debtors  54,780 34,401 14,754 5,253 
  444,994 313,890 16,735 11,728 
      
NON-CURRENT      
      
Loans to controlled entities (note 28)  - - 244,189 352,571 
Loans to associates  7,167 5,542 8,064 5,549 
Other debtors  18,707 - - - 
Other loans  1,251 1,610 1,251 1,597 
  27,125 7,152 253,504 359,717 

 
8. INVENTORIES 
 

Raw materials and stores – at cost  15,698 10,014 33 - 
 
9. OTHER ASSETS  
 

CURRENT      
      
Prepayments  31,752 27,142 8,198 7,312 
      
NON CURRENT      
      
Prepayments  9,662 7,200 - - 
Deferred borrowing costs  - 1,642 - 1,642 
Less Accumulated amortisation  - 1,642 - 1,642 
  9,662 7,200 - - 

 
 
10. INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD 
 

NON-CURRENT      
      
Associates (note 29 (a))  398,374 349,733 - - 

 
11. OTHER FINANCIAL ASSETS 
 

NON-CURRENT      
      
Investments in other entities      
Shares in controlled entities, unquoted  
 - at cost  

  
- 

 
- 

 
479,802 

 
200,889 

Associates (note 29)  - - 1,976 1,890 
Listed shares – at cost  7,035 31,373 - - 
Unlisted shares – at cost  2,915 4,750 - - 
  9,950 36,123 481,778 202,779 
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12. PROPERTY, PLANT AND EQUIPMENT 
 

  Consolidated The Company 
  2004 

$’000 
2003 

$’000 
2004 

$’000 
2003 

$’000 
Land and Buildings      
      
Freehold land – at cost  33,755 32,405 2,546 2,102 
      
Freehold buildings – at cost  81,538 48,462 13,434 10,475 
Less: Accumulated depreciation  14,451 8,410 2,811 2,320 
  67,087 40,052 10,623 8,155 
      
Leasehold improvements – at cost  58,394 55,837 5,399 5,273 
Less: Accumulated depreciation  27,131 23,180 2,674 2,232 
  31,263 32,657 2,725 3,041 
      
Total Land and Buildings  132,105 105,114 15,894 13,298 
      
Plant and Equipment      
      
Plant and equipment – at cost  1,318,533 515,583 17,498 21,423 
Less: Accumulated depreciation  511,651 219,148 11,766 12,157 
  806,882 296,435 5,732 9,266 
      
Leased plant and equipment – at cost  19,258 22,810 - - 
Less: Accumulated amortisation  11,944 9,570 - - 
  7,314 13,240 - - 
      
Total Plant and Equipment  814,196 309,675 5,732 9,266 
      
Capital works in progress – at cost  62,742 47,963 46,453 35,267 
      
Total Property, Plant and Equipment  
- Net book value 

 
1,009,043 

 
462,752 

 
68,079 

 
57,831 

      
Reconciliations      
      
Reconciliations of the carrying amounts for each 
class of property, plant and equipment are set out 
below: 

     

      
Freehold land      
      
Carrying amount at beginning of year  32,405 17,454 2,102 2,102 
Additions  1,448 9,287 444 - 
Acquisitions through entity acquired  732 3,053 - - 
Transfer from capital work in progress  - 3,606 - - 
Net foreign currency differences on translation of 
self sustaining operations 

  
37 

 
- 

 
- 

 
- 

Disposals  (867) (995) - - 
Carrying amount at end of year  33,755 32,405 2,546 2,102 
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12. PROPERTY, PLANT AND EQUIPMENT (continued) 
 

  Consolidated The Company 
  2004 

$’000 
2003 

$’000 
2004 

$’000 
2003 

$’000 
Buildings      
      
Carrying amount at beginning of year  40,052 36,866 8,155 8,417 
Additions  4,549 2,485 1,559 - 
Acquisitions through entity acquired  22,922 2,197 - - 
Transfer from capital work in progress  17,970 13,361 1,233 - 
Disposals  (17,329) (13,684) - - 
Net foreign currency differences on translation of 
self sustaining operations 

  
985 

 
- 

 
- 

 
- 

Depreciation  (2,062) (1,173) (324) (262) 
Carrying amount at end of year  67,087 40,052 10,623 8,155 
Leasehold improvements      
      
Carrying amount at beginning of year  32,657 33,236 3,041 1,937 
Additions  1,229 2,068 127 - 
Acquisition through entity acquired  1,507 1,255 - - 
Transfer from capital work in progress  497 1,457 497 1,457 
Disposals  (74) (92) (497) - 
Net foreign currency differences on translation of 
self sustaining operations 

  
192 

 
- 

 
- 

 
- 

Depreciation  (4,745) (5,267) (443) (353) 
Carrying amount at end of year  31,263 32,657 2,725 3,041 
      
Plant and Equipment      
      
Carrying amount at beginning of year  296,435 225,498 9,266 5,606 
Additions  98,529 70,344 2,725 1,822 
Acquisition through entity acquired  461,045 31,323 - - 
Transfer from capital works in progress  38,051 23,962 17,330 6,724 
Disposals  (15,007) (1,881) (21,092) - 
Net foreign currency differences on translation of 
self sustaining operations 

  
20,897 

 
- 

 
- 

 
- 

Depreciation  (93,068) (52,811) (2,497) (4,886) 
Carrying amount at end of year  806,882 296,435 5,732 9,266 
      
Leased plant and equipment      
      
Carrying amount at beginning of year  13,240 27,334 - - 
Additions  9 727 - - 
Acquisition through entity acquired  - - - - 
Disposals  (3,455) (9,486) - - 
Amortisation  (2,480) (5,335) - - 
Carrying amount at end of year  7,314 13,240 - - 
      
Capital works in progress      
      
Carrying amount at beginning of year  47,963 33,170 35,267 23,754 
Additions  56,629 54,842 46,983 19,694 
Acquisition through entity acquired  13,958 2,337 - - 
Net foreign currency differences on translation of 
self sustaining operations 

  
710 

 
- 

 
- 

 
- 

Transfer to related entities  - - (16,737) - 
Transfer to plant and equipment and buildings  (56,518) (42,386) (19,060) (8,181) 
Carrying amount at end of year  62,742 47,963 46,453 35,267 
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Borrowing costs were capitalised to land at a weighted average rate of 6.0% (2003: 6.0%) 
12. PROPERTY, PLANT AND EQUIPMENT (continued) 
 

      
Valuation of Land and Buildings      
      
Independent valuations were prepared as at 30 June 2004 
on all major properties in Australia by Jones Lang Laselle 
on the basis of fair market value based on existing use.  
This valuation totalled $138 million and this reflected a 
surplus over carrying values of $34 million.  These 
valuations are in accordance with the Company’s policy 
of obtaining an independent valuation of land and 
buildings every three years.  This surplus has not been 
recognised in the Group’s accounts. 
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13. INTANGIBLE ASSETS 
  Consolidated The Company 
  2004 

$’000 
2003 

$’000 
2004 

$’000 
2003 

$’000 
Goodwill – at cost  133,046 126,016 - - 
Less Accumulated Amortisation  31,047 18,557 - - 
  101,999 107,459 - - 

 
14. PAYABLES 

CURRENT      
      
Trade creditors  190,423 81,439 - 23 
Other creditors and accruals  145,280 173,830 4,638 2,841 
  335,703 255,269 4,638 2,864 

 
15. INTEREST BEARING LIABILITIES 

CURRENT      
      
Commercial bills  - unsecured  - 983 - 983 
Bank loans - unsecured  3,090 2,076 - - 
Subordinated bonds - unsecured  - - - - 
Lease liabilities - secured (note 26(d))  2,389 10,426 - - 
Hire purchase liabilities (note 26(e))  477 1,269 - - 
  5,956 14,754 - 983 
NON CURRENT      
      
Commercial bills - unsecured  296,569 318,000 50,000 210,000 
Bank loans - unsecured  21,466 9,713 - - 
Other loans - unsecured  - 2,900 - - 
Subordinated bonds - unsecured  91,060 - - - 
Lease liabilities - secured (note 26(d))  2,788 4,684 - - 
Hire purchase liabilities (note 26(e))  1,375 1,155 - - 
  413,258 336,452 50,000 210,000 
The nature and terms of bank and other credit facilities 
available to the Toll Group are set out in Note 16. 

    

 
16. FINANCING ARRANGEMENTS 

The Toll Group has unrestricted access at 
balance date to the following lines of credit: 

     

      
     Bank overdraft - unsecured  500 500 - - 
     Bank loans - unsecured  24,556 11,789 - - 
     Commercial bills / Cash Advance - unsecured  765,359 570,983 100,000 400,983 
     Subordinated bonds - unsecured  91,060 - - - 
     Other facilities  117,041 88,152 39,899 44,533 
  998,516 671,424 139,899 445,516 
Facilities utilised at balance date:      
     Bank overdraft - unsecured  - - - - 
     Bank loans - unsecured  24,556 11,789 - - 
     Commercial bills / Cash Advance - unsecured  296,569 318,983 50,000 210,983 
     Subordinated bonds - unsecured  91,060 - - - 
     Other facilities  84,433 55,544 39,899 44,533 
  496,618 386,316 89,899 255,516 
Facilities not utilised at balance date:      
     Bank overdraft - unsecured  500 500 - - 
     Bank loans - unsecured  - - - - 
     Commercial bills / Cash Advance - unsecured  468,790 252,000 50,000 190,000 
     Subordinated bonds - unsecured  - - - - 
     Other facilities  32,608 32,608 - - 
  501,898 285,108 50,000 190,000 
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16. FINANCING ARRANGEMENTS (Continued) 
 
 Security 

 
All current financing is subject to negative pledge arrangements. 
 
Bank Overdraft 
 
The bank overdraft is payable on demand and is subject to annual review.  Interest on bank overdrafts is charged 
at prevailing market rates. 
 
Bank Loans 
 
All bank loans are denominated in Thailand baht and New Zealand dollars.  The Thailand baht bank loans is 
unsecured and repayable on or before 5 July 2007 on an equal instalment basis.  These loans are not subject to 
review. 
 
The New Zealand dollar loan facility of NZD 16.5 million which was fully drawn at 30 June 2004 was repaid and 
cancelled on 10 August 2004. 
 
Commercial Bill Acceptance Facility / Cash Advance Facility 
 
The commercial bill acceptance facility and cash advance facility is available for varying periods and due for 
review as follows.   

 
 $’000  Review Date 
    
Floating Rate Funded 144,064  31 December 2004 
Floating Rate Funded 100,000  31 December 2004 
Floating Rate Funded 75,000  30 November 2005 
Floating Rate Funded 75,000  8 January 2005 
Floating Rate Funded 25,000  27 June 2005 
Floating Rate Funded 50,000  23 June 2005 
Floating Rate Funded 50,000  31 December 2005 
Floating Rate Funded 25,000  31 January 2005 
Floating Rate Funded 50,000  31 January 2006 
Floating Rate Funded 50,000  7 March 2006 
Floating Rate Funded 25,000  16 October 2007 
Floating Rate Funded 22,765  2 February 2005 
Floating Rate Funded 50,765  2 February 2005 
Floating Rate Funded 22,765  2 February 2005 
 765,359   

 
 The weighted average effective interest rate is 6.77%. 
 

Other Bank Facilities 
 
These represent payroll/tape negotiation authority, bank guarantee facilities and encashment negotiation advices.  
 
Subordinated Bonds 
 
The subordinated debt is unsecured, carries a fixed interest rate of 8.95% and matures on 15 October 2004.  This 
debt is denominated in New Zealand dollars.  At maturity, the subordinated bonds will be replaced with floating 
rate debt from the Company’s facilities. 
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17. PROVISIONS 
 Note Consolidated The Company 
  2004 

$’000 
2003 

$’000 
2004 

$’000 
2003 

$’000 
CURRENT      
      
Restructure  11,139 7,656 - - 
Dividends  6 - - - - 
Other  60,296 44,780 13,076 2,755 
Employee entitlements  109,035 82,557 8,899 9,734 
  180,470 134,993 21,975 12,489 
NON-CURRENT      
      
Restructure  12,411 7,700 - - 
Other  38,166 12,165 16,269 - 
Employee entitlements  21,805 7,240 1,531 1,462 
  72,382 27,105 17,800 1,462 
Employee Entitlements      
      
Aggregate employee entitlements, including on 
costs 

     

     Current  109,035 82,557 8,899 9,734 
     Non-current  21,805 7,240 1,531 1,462 
  130,840 89,797 10,430 11,196 
      
Number of employees at year end  17,375 12,466   
      
RECONCILATIONS      
      
Dividends      
      
Provisions made during the year      
     - Final ordinary dividend 2003  24,842  24,842  
     - Interim ordinary dividend 2004  27,051  27,051  
     - Reset preference share dividend 2003  7,708  7,708  
Payments made during the year  (59,601)  (59,601)  
Carrying amount at end of year  -  -  
      
Restructure - Current      
      
Carrying amount at beginning of year  7,656  -  
Increase through acquisition of entity  14,185  -  
Net foreign currency differences on translation 
of self sustaining operations 

  
722 

  
- 

 

Transfer from non-current restructure provision  1,108  -  
Payments made during the period  (12,532)  -  
Carrying amount at end of year  11,139  -  
      
Restructure – Non-Current      
      
Carrying amount at beginning of year  7,700  -  
Increase through acquisition of entity  11,810  -  
Net foreign currency differences on translation 
of self sustaining operations 

  
601 

  
- 

 

Transfer to current restructure provision  (1,108)  -  
Payments made during the period  (6,592)  -  
Carrying amount at end of year  12,411  -  
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18. CONTRIBUTED EQUITY 
 

   Consolidated The Company 
   2004 2003 2004 2003 
   $’000 $’000 $’000 $’000 
(a) Issued and Paid Up Capital      
 Share Capital      
  321,296,695 ordinary shares fully paid 

(2003 – 308,813,811) 
  

476,888 
 

408,346 
 

476,888 
 

408,346 
       
 Other Contributed Equity      
 2,500,000 Reset Preference Shares  245,122 - 245,122 - 
   722,010 408,346 722,010 408,346 

 
Option holders have no rights to participation in any share issue of the Company. 

 
(b) The Company has an established Dividend Reinvestment Plan, for the purpose of providing shareholders 

the opportunity to apply dividends paid or declared by the Company in subscribing for shares rather than 
receiving those dividends in cash.  Shares are issued under the plan currently at a 2.5% (2003: 2.5%) 
discount to the weighted average market price over the five business days immediately after the transfer 
books close date for the purposes of the dividend payment.  

 
(c) Movements in issued and paid up ordinary share capital of the Company during the past year was as 

follows: 
 

Date Details Number of 
Shares 

Issue 
Price 

Share 
Capital  

Ordinary Shares    
     
1 Jul 03 Opening Balance 308,813,811  408,346,206 
1 Oct 03 Dividend Reinvestment Plan 982,418 7.11 6,966,688 
31 Oct 03 Share Placement 3,000,000 7.30 21,796,194 
26 Mar 04 Dividend Reinvestment Plan 780,466 9.45 7,344,406 
22 Apr 04 Share Placement 2,000,000 9.65 19,107,000 
Various Share Option Exercise 5,720,000 Various 13,327,743 
     
30 Jun 04 Closing Balance 321,296,695  476,888,237 

 
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. 

 
(d) The Company issued 2.5 million reset preference shares with a face value of $100 each on 11 November 

2003.  Dividends are payable half-yearly on 11 November and 11 May at a dividend rate of 6.2% p.a. 
 
 Holders of reset preference shares have the same rights as holders of Ordinary Shares to receive audited 

accounts, reports and notices and to attend meetings of the Company’s members.  
 
Holders may not speak or vote at meetings of Toll except in the following circumstances: 

 
• if at the time of the meeting, a Dividend has been determined to be payable and the relevant 

Dividend Payment Date has passed but the Dividend has not been paid in full; 
• on a proposal: 

(i) to reduce the share capital of the Company; 
(ii) that affects the rights attaching to Toll RPS; 
(iii) to wind up the Company; or 
(iv) for the disposal of the whole of the property, business and undertaking of the Company; 

• on a resolution to approve the terms of a buy-back agreement; or 
• during the winding-up of the Company, in which case, Holders shall have the same right to vote as a 

holder of Ordinary Shares. 
 



TOLL HOLDINGS LIMITED AND ITS CONTROLLED ENTITIES 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 June 2004 
 

49 

  



TOLL HOLDINGS LIMITED AND ITS CONTROLLED ENTITIES 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 June 2004 
 

50 

18. CONTRIBUTED EQUITY (Continued)  
 

(e) Senior Executive Option Plan and Executive Share Option Scheme 
 

As at 30 June 2004 unissued ordinary shares of the Company under option are: 
 

 
 

Grant 
Date 

 
 

Expiry 
Date 

 
 

Exercise 
Price ($) 

 
 

Balance  
01/07/03 

 
 

Options 
Granted 

 
 

Options 
Lapsed 

 
 

Options 
Exercised 

 
 

Balance 
30/06/04 

 
 

Vested 
Balance 

 
Proceeds 
Received 

($) 

 
 

# Shares 
Issued 

Market 
Value 

Aggregate 
($) 

 

             
23/06/99 22/06/04 1.3538 250,000 - - 250,000 - - 338,438 250,000 2,260,500  
29/05/00 28/05/05 1.9925 3,680,000 - - 3,550,000 130,000 130,000 7,073,375 3,550,000 26,828,741  
26/07/00 28/05/05 1.9925 20,000 - - 20,000 - - 39,850 20,000 149,320  
02/10/00 28/05/05 1.9925 100,000 - - 100,000 - - 199,250 100,000 788,000  
02/11/00 01/11/05 2.9561 1,600,000 - - 1,600,000 - - 5,278,330 1,600,000 13,632,000  
02/11/00 28/05/05 1.9925 200,000 - - 200,000 - - 398,500 200,000 1,464,000  
27/06/01 26/06/06 4.9775 160,000 - - - 160,000 160,000 - - -  
28/11/01 27/11/06 5.9350 80,000 - - - 80,000 - - - -  
25/01/02 24/07/07 6.7525 5,021,000 - 102,000 4,919,000 - - - -  
31/10/02 30/10/07 6.5575 1,600,000 - - - 1,600,000 - - - -  
31/10/02 24/01/07 6.7525 480,000 - - - 480,000 - - - -  
          
   13,191,000 - 102,000 5,720,000 7,369,000 290,000 13,327,743 5,720,000 45,122,561  
 
The Company has an Executive Share Option Scheme and Senior Executive Option Plan which have been approved by the members at previous Annual General Meetings. 
 
Each option is convertible into one ordinary share at any time between three and five years after the grant date.  The exercise price of the options, determined in accordance with the 
Rules of the plan, is based on the weighted average price of the Company’s shares traded during the five business days preceding the date of granting the option.  The options granted 
are only exercisable on the satisfaction of specific hurdle criteria with regard to the Company’s Total Shareholder Return (>35% over a three year period from the date of grant) and 
diluted EPS growth during the same three year period must at least equal the EPS growth of the ASX 200 Industrials (excluding banks). 
 
5,720,000 ordinary shares were issued during the financial year on the exercise of options granted under the executive share option scheme (2003: 2,722,000 shares). 
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18. CONTRIBUTED EQUITY (Continued)  
 
(f) Toll NZ Limited Equity Incentive Plan 
 
 Toll NZ Limited have an Equity Incentive Plan in operation.  The Equity Incentive Plan (the “Plan”) allows for 

Toll NZ Limited to award, at its discretion within specified limits, option rights, appreciation rights and restricted 
shares to employees.  The terms and conditions of such awards are to be determined at Toll NZ Limited’s 
discretion up to a maximum of 15,000,000 ordinary shares that may be issued under the Plan.  The Directors of 
the Company are not currently authorised to issue new option rights, appreciation rights and restricted shares to 
employees pursuant to the Plan. 

 
 (i) Redeemable restricted share capital 
 
  All of these shares were acquired by Toll in the acquisition of Tranz Rail Holdings Limited. 
 
 (ii) Share Options 
 

The options have no rights to voting or dividends.  A total of 2,763,712 options exist in Toll NZ Limited.  
Of this balance 1,961,500 options were purchased by Toll in the acquisition of Tranz Rail Holdings 
Limited.  The balance remaining of options on issue at 30 June 2004 are as follows: 

 
Number on Issue Exercise Price(NZD$) Expiry Date 

   
10,000 5.97 7 May 2006 
10,000 6.9 7 May 2006 
10,000 7.95 7 May 2006 
10,000 9.19 7 May 2006 
10,000 10.61 7 May 2006 
52,500 5.78 19 February 2008 

105,000 3.50 23 December 2009 
207,500   

 
19. RESERVES 
 

  Consolidated The Company 
  2004 

$’000 
2003 

$’000 
2004 

$’000 
2003 

$’000 
Foreign Currency Translation      
Balance at beginning of year  (552) 608 - - 
Net translation adjustment  6,643 (1,160) - - 
Balance at end of year  6,091 (552) - - 

 
 Nature and purpose of reserves 
 
 Foreign currency reserve 
 
 The foreign currency translation reserve records the foreign currency differences arising from the translation of 

self-sustaining foreign operations. 
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20. RETAINED PROFITS 
 

  Consolidated The Company 
  2004 

$’000 
2003 

$’000 
2004 

$’000 
2003 

$’000 
      
Retained profits at beginning of year  220,377 135,144 7,490 2,640 
Net profit attributable to members of the parent entity 168,639 106,067 54,453 24,853 
Net effect of initial adoption of revised 
AASB1028 “Employee Benefits” 

  
- 

 
(1,149) 

 
- 

 
(318) 

Net effect on dividends from initial adoption of 
AASB1044 “Provisions, Contingent Liabilities 
and Contingent Assets” 

  
 

- 

 
 

15,146 

 
 

- 

 
 

15,146 
Dividends (Note 6)  (59,601) (34,831) (59,601) (34,831) 
Retained profits at the end of the year  329,415 220,377 2,342 7,490 

 
21. OUTSIDE EQUITY INTERESTS 
 

Outside equity interests in controlled entities comprise: 
 

  Consolidated 
  2004 

$’000 
2003 

$’000 
Interest in retained profits at the beginning of the 
 financial year  

  
1,889 

 
798 

    
Outside equity interests in entities acquired 
during the financial year 

  
(2,065) 

 
- 

    
Interest in profit from ordinary activities after  
 income tax 

  
4,792 

 
1,091 

Interest in retained profits at the end of the 
 financial year 

  
4,616 

 
1,889 

Interest in share capital  32,248 714 
Total outside equity interests  36,864 2,603 
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22. ADDITIONAL FINANCIAL INSTRUMENTS DISCLOSURE 
 

(a) Interest rate risk 
 
The Toll Group enters into interest rate derivatives to manage cashflow risks associated with the interest rates on 
borrowings. 
 
Interest Rate Swaps  
 
Interest rate swaps allow the Toll Group to manage the percentage of fixed rates against floating rates in the total 
Group interest rate exposures.  Swap contracts are principally matched against known debt maturities. 
 
Each contract involves quarterly payment of the net amount of interest.  At 30 June 2004, the weighted average 
fixed rate was 6.43% (2003: 5.55%) and the floating rates were at bank bill rates.  The weighted average effective 
floating interest rate at 30 June 2004 was 6.34% (2003: 5.60%). 

 
Interest Rate Collar 
 
Interest rate collars allow the Toll Group to fix a range for its floating rate borrowings where interest rate costs are 
certain.  Maturities are generally for three years.  The range of the interest rate collars is from 4.09% to 5.50%. 

 
Interest rate risk exposures  

 
  Fixed interest maturing in: 
 Weighted Floating 1 year Over 1 More than Non-Interest  
2004 Average Interest Rate or less to 5 years 5 years Bearing Total 
 Interest Rate $’000 $’000 $’000 $’000 $’000 $’000 
        
Financial Assets        
Cash  4.75% 102,389 - - - - 102,389 
Receivables  - - - - 472,119 472,119 
Investments  - - - - 408,324 408,324 
  102,389 - - - 880,443 982,832 
        

 
       
Financial Liabilities       
Bank overdraft and loans   6.77% 311,569 94,150 6,466 - - 412,185 
Payables  - - - - 335,703 335,703 
Lease and HP liabilities     6.73% - 2,866 4,163 - - 7,029 
 311,569 97,016 10,629 - 335,703 754,917 
Interest rate swaps* (185,000) 75,000 110,000 - - - 

 
The fixed interest maturing in 1 year or less includes subordinated bonds in Toll NZ Limited which mature on 15 
October 2004.  These bonds will be replaced with floating rate debt from the Company’s facilities. 

 
  Fixed interest maturing in: 
 Weighted Floating 1 year Over 1 More than Non-Interest  
2003 Average Interest Rate or less to 5 years 5 years Bearing Total 
 Interest Rate $’000 $’000 $’000 $’000 $’000 $’000 
        
Financial Assets        
Cash  4.75% 88,299 - - - - 88,299 
Receivables  - - - - 321,042 321,042 
Investments  - - - - 385,856 385,856 
  88,299 - - - 706,898 795,197 
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22. ADDITIONAL FINANCIAL INSTRUMENTS DISCLOSURE (Continued) 
 

  Fixed interest maturing in: 
 Weighted Floating 1 year Over 1 More than Non-Interest  
2003 Average Interest Rate or less to 5 years 5 years Bearing Total 
 Interest Rate $’000 $’000 $’000 $’000 $’000 $’000 
       
Financial Liabilities       
Bank overdraft and loans      5.40% 318,000 3,059 9,713 - 2,900 333,672 
Payables - - - - 255,269 255,269 
Lease and HP liabilities        6.73% - 11,695 5,839 - - 17,534 
 318,000 14,754 15,552 - 258,169 606,475 
Interest rate swaps* (90,000) 30,000 60,000 - - - 

 
*  Notional principal amount 

 
 Credit Risk Exposures 
 
 Credit risk represents the loss that would be recognised if counterparties failed to perform as contracted. 
 
 Recognised Financial Instruments 

 
The credit risk on financial assets, excluding investments, of the Toll Group which have been recognised in the 
statements of financial position is the carrying amount, net of any provision for doubtful debts. 
 
The Toll Group minimises concentrations of credit risk by undertaking transactions with a large number of 
customers and counterparties. 
 
The Toll Group is not materially exposed to any individual customer. 
 
Unrecognised Financial Instruments 
 
The credit risk exposures arising from derivative financial instruments not recognised in the statement of financial 
position is measured by the net fair value of the contracts.  The concentration of credit risk is minimised as 
counterparties are recognised financial intermediaries with acceptable credit ratings. 
 
(b) Foreign exchange risk 

 
The Toll Group enters into forward foreign exchange contracts to hedge a proportion of anticipated 
purchase commitments denominated in US dollars.  The amount of anticipated future purchases is 
forecast in light of current conditions in foreign markets, and experience. 
 
The following table sets out the gross value to be paid under foreign currency contracts, the weighted 
average contracted exchange rates and the settlement periods of outstanding contracts for the Toll Group. 
 
 2004 2004 
 Weighted average rate $‘000 
Buy US dollars   
Not later than one year 0.72 10,745 
Later than one year but not later than two years 0.70 9,459 
Later than two years but not later than five years 0.67 20,425 
  40,630 
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22. ADDITIONAL FINANCIAL INSTRUMENTS DISCLOSURE (Continued) 
 
The net deferred costs and exchange gains and losses on hedges of anticipated foreign currency 
purchases and the timing of their anticipated recognition as part of purchases are: 
 
 Net gains/(losses) 
 2004 

$’000 
  
Not later than one year 812 
Later than one year but not later than two years 627 
Later than two years but not later than five years 1,099 
 2,538 
 

(c) Commodity Price Risk 
 

As at year end, the consolidated entity did not have any outstanding forward contracts to hedge (or hedge 
a portion of) commodity purchase prices on anticipated specific purchase commitments. 

 
(d) Net fair values of financial assets and liabilities 

 
Valuation approach 
 
Net fair values of financial assets and liabilities are determined by the Toll Group on the following basis: 
 
Recognised Financial Instruments 
 
Monetary financial assets and financial liabilities not readily traded in an organised financial market are 
determined by valuing them at the present value of contractual future cashflows on amounts due from customers 
or due to suppliers.  The carrying amounts of bank term deposits, accounts receivable, accounts payable, bank 
loans, lease and hire purchase liabilities approximate net fair value. 
 
The net fair value of investments in unlisted shares in other corporations is determined by reference to the 
underlying net assets and an assessment of future maintainable earnings and cashflows of the respective 
corporations. 
 
Unrecognised Financial Instruments 

 
The valuation of financial instruments not recognised on the statements of financial position detailed in this note 
reflects the estimated amounts which the Toll Group expects to pay or receive to terminate the contracts (net of 
transaction costs) or to replace the contracts at their current market rate as at reporting date.  This is based on 
independent market quotations and is determined using standard valuation techniques. 
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22. ADDITIONAL FINANCIAL INSTRUMENTS DISCLOSURE (continued) 
 
 Recognised Financial Instruments 
 
 The carrying amount and net fair values of financial assets and liabilities as at the reporting date are as follows: 
 

  Consolidated Consolidated 
  2004 

Carrying 
amount 

$’000 

2004 
Net fair 

value 
$’000 

2003 
Carrying 

amount 
$’000 

2003 
Net fair 

value 
$’000 

Financed Assets      
Cash  102,389 102,389 88,299 88,299 
Receivables  472,119 472,119 321,042 321,042 
Investments  408,324 408,324 385,856 385,856 
  982,832 982,832 795,197 795,197 
      
Financed Liabilities      
Bank overdrafts and loans  412,185 412,185 333,672 333,672 
Payables  335,703 335,703 255,269 255,269 
Lease and hire purchase liabilities  7,029 7,029 17,533 17,533 
  754,917 754,917 606,474 606,474 
      
Unrecognised Financial Instruments      
      
The net fair value of financial instruments not recognised on the statement of financial position held as at the 
reporting date are: 
      
    2004 

$’000 
2003 

$’000 
      
Interest rate derivatives    4,162 (443) 
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23. DIRECTORS’ AND EXECUTIVES REMUNERATION 
 
 
(a) Details of Specified Directors  and Specified Executives 
 
(i) Specified Directors 
 

Non Executive Directors    Executive Directors 
 
John Moule  Chairman   Paul Little  Managing Director 
William Farrands  Director   Mark Rowsthorn  Executive Director Operations 
Ross Dunning  Director   Neil Chatfield  Chief Financial Officer 
Alastair Lucas  Director    

 
 

 
(ii) Specified Executives 
 

John Ludeke  Divisional Director Networks 
Don Telford  Divisional Director Logistics 
Terry Mallon  Divisional Director Toll North 
Stephen Stanley  Director Strategy 
Hugh Cushing  Director Business Development 

 
(b) Remuneration of Specified Directors and Specified Executives 
 
(i) Remuneration Policy 
 

The Company aims to ensure remuneration levels are competitively set to attract appropriately qualified and 
experienced directors and senior executives. 

 
The Toll Remuneration Policy is performance driven and is designed to support the needs and direction of the 
business.  The level of remuneration of non-executive directors, executive directors and other senior executives is 
determined by reference to the market via survey data and input from remuneration consultants.  Remuneration 
programs are designed to be appropriately competitive but financially responsible.    

 
For executive directors and other senior executives, remuneration programs are balanced with a mix of fixed and 
variable rewards.  The structure of both short and long term variable incentives is performance based. 

 
Short term incentives typically require the achievement of goals relating to annual Business Unit/Division/ Toll 
Group performance, or achieving strategic objectives.  Currently, the criteria relate to achievement of a mixture of 
budgeted EBIT, NPAT, revenue, EPS growth, cash based returns on assets, debtors days outstanding and safety 
measures. 
 
Long term incentives through the shareholder-approved Senior Executive Option Plan focus on linking executive 
reward with overall Toll Group Performance.  Current performance hurdles to be met require the achievement of 
predetermined targets of Earnings Per Share and Total Shareholder Return, as set out in the Directors’ Report.  
 
Non-executive director remuneration comprises fees (inclusive of committee fees) and superannuation.  Accrued 
entitlements of non-executive directors under a retirement benefits program, which operated in accordance with 
Section 200G of the Corporations Act, were frozen as at 30 June 2003.  Other than for the payment of accrued 
entitlements, the retirement benefits program terminated from 1 July 2003.  Non executive directors received a 
compensatory increase in Directors fees as a consequence of the freezing of their accrued entitlements and 
termination of the retirement benefits program.  Unlike executives, non-executive directors do not receive any 
performance-related remuneration or share options.  Non-executive directors fees are reviewed annually by the 
Board.  Non-executive directors are required each year to receive a minimum of 22 percent of their remuneration 
in Toll Holdings Limited shares, which are acquired on market.   
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23. DIRECTORS’ AND EXECUTIVES REMUNERATION (Continued) 
 
(ii) Service Contracts 
 

As at 30 June 2004, a service contract is in place for the CFO, Neil Chatfield.  This contract is for a 
period of three years finishing on 31 December 2006.  His remuneration is set out in the directors Report 
and notes to the accounts and is to be reviewed annually.  Employment may be terminated by the 
Company by giving 12 months notice.  A restraint period of 18 months exists following any termination 
of employment. 
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23. DIRECTORS’ AND EXECUTIVES REMUNERATION (Continued) 
 
(iii) Remuneration of Specified Directors and Specified Executives 
 

Name Period  Primary   Post 
Employment 

 Equity Other Total 

  Salary & Fees 
* 

Bonus Non Monetary 
Benefits 

Superannuation Retirement 
Benefits 

Options Other  

Specified Directors  $ $ $ $ $ $ $ $ 
Non Executive          
John Moule 2004 180,000 - 70,000 11,001 - - - 261,000 
 2003 149,154 - - 10,868 - - - 160,022 
William Farrands 2004 100,050 - 25,300 - - - - 125,350 
 2003 70,000 - - 6,300 - - - 76,300 
Ross Dunning 2004 100,050 - 25,300 - - - - 125,350 
 2003 70,000 - - 6,300 - - - 76,300 
Alastair Lucas 2004 40,833 - 74,167 10,350 - - - 125,350 
 2003 13,282 - - 1,195 - - - 14,477 
          
Executive Directors          
Paul Little 2004 1,400,328 1,380,000 55,460 44,213 - 660,190 - 3,540,191 
 2003 1,070,152 750,000 35,635 44,213 - 636,415 - 2,536,415 
Mark Rowsthorn 2004 1,223,073 950,000 15,925 11,001 - 660,190 - 2,860,189 
 2003 970,207 540,000 19,274 10,519 - 636,415 - 2,176,415 
Neil Chatfield 2004 698,402 175,000 40,596 11,001 - 441,221 - 1,366,220 
 2003 573,885 127,500 40,596 10,519 - 414,068 - 1,166,568 
          
Total 2004 3,742,736 2,505,000 306,748 66,215 - 1,762,000 - 8,403,650 
 2003 2,916,680 1,417,500 95,505 80,464 - 1,686,898 - 6,206,497 
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23. DIRECTORS’ AND EXECUTIVES REMUNERATION (Continued) 
 

Name Period  Primary   Post 
Employment 

 Equity Other Total 

  Salary & Fees 
* 

Bonus Non Monetary 
Benefits 

Superannuation Retirement 
Benefits 

Options Other  

Specified Executives          
  $ $ $ $ $ $ $ $ 

John Ludeke 2004 516,729 100,000 53,271 60,000 - 228,333 - 958,333 
 2003 490,000 100,000 50,000 60,000 - 280,227 - 980,227 
Don Telford 2004 538,851 100,000 - 91,149 - 228,333 - 958,333 
 2003 482,859 100,000 30,000 87,141 - 280,227 - 980,227 
Terry Mallon 2004 355,271 60,000 34,179 40,000 - 171,250 - 660,700 
 2003 334,821 60,000 34,179 40,000 - 223,144 - 692,144 
Stephen Stanley 2004 518,750 25,000 - 30,000 - 228,333 - 802,083 
 2003 445,000 25,000 - 30,000 - 280,227 - 780,227 
Hugh Cushing 2004 265,454 60,000 25,392 36,754 - 68,500 - 456,100 
          
Total 2004 2,195,055 345,000 112,842 257,903 - 924,749 - 3,835,549 
 2003 1,752,680 285,000 114,179 217,141 - 1,063,825 - 3,432,825 

 
* In addition to the above amounts all executives are entitled to statutory long service leave benefits.  The Company also paid insurance premiums of $313,339 during the year to insure 
officers of the Company.  The officers of the Company include the Directors, Secretary and managers of the Toll Group. 
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23. DIRECTORS’ AND EXECUTIVES REMUNERATION (Continued) 
 
(c) Equity Instruments 
 
(i) Options granted as remuneration 
 

All options refer to options over ordinary shares of the Company, which are exercisable on a one-for-one basis 
under the Executive share option plan. 
 
The assessed fair value at grant date of options granted to directors and specified executives is allocated equally 
over the period from grant date to vesting date, and the amount is included in the remuneration tables above.  Fair 
values at grant date are independently determined using the Binomial method. 
 
During the reporting period no options over ordinary shares were issued. 
 
During the reporting period, the following options vested and/or shares were issued on the exercise of options 
previously granted as remuneration. 

 
 Number of 

Options Vested 
Number of 

Options 
Exercised 

Amount paid per 
share 

$ 

Total 
 

$ 
Specified Directors     
Paul Little 800,000 800,000 2.95605 2,364,840 
Mark Rowsthorn 800,000 800,000 2.95605 2,364,840 
Neil Chatfield 200,000 200,000 1.9925 398,500 
     
Specified 
Executives 

    

John Ludeke 400,000 400,000 1.9925 797,000 
Don Telford 400,000 400,000 1.9925 797,000 
Terry Mallon 200,000 200,000 1.9925 398,500 
Stephen Stanley 250,000 250,000 1.3538 338,445 
Stephen Stanley 400,000 400,000 1.9925 797,000 
Hugh Cushing 80,000 80,000 1.9925 159,400 
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23. DIRECTORS’ AND EXECUTIVES REMUNERATION (Continued) 
 
Option Holdings 
 

Name Vested Balance  
1 July 2003 

Total Balance 
1 July 2003 

Granted as 
remuneration 

Exercised Total Balance 
30 June 2004 

Vested Balance 
30 June 2004 

Specified Directors       
Paul Little - 1,600,000 - 800,000 800,000 - 
Mark Rowsthorn - 1,600,000 - 800,000 800,000 - 
Neil Chatfield 200,000 680,000 - 200,000 480,000 - 
       
       
Specified Executives       
John Ludeke 400,000 800,000 - 400,000 400,000 - 
Don Telford 400,000 800,000 - 400,000 400,000 - 
Terry Mallon 200,000 500,000 - 200,000 300,000 - 
Stephen Stanley 650,000 1,050,000 - 650,000 400,000 - 
Hugh Cushing 80,000 200,000 - 80,000 120,000 - 
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23. DIRECTORS’ AND EXECUTIVES REMUNERATION (Continued) 
 
Equity Holdings and Transactions 
 
Ordinary Shares of Toll Holdings Limited 
 
 

Name Balance 1 July 2003 Purchases Exercise of Options Dividend 
Reinvestment 

Sales Balance 30 June 2004 

Specified Directors       
Non Executive       
John Moule 703,089 2,418 - 3,792  709,299 
William Farrands 87,164 873 - -  88,037 
Ross Dunning 10,115 873 - 207  11,195 
Alastair Lucas 217,164 2,979 - -  220,143 
       
Executive       
Paul Little 36,931,300 - 800,000 - (800,000) 36,931,300 
Mark Rowsthorn 36,023,008 - 800,000 - (5,800,000) 31,023,008 
Neil Chatfield 403,484 - 200,000 - (100,000) 503,484 
       
Specified Executives       
John Ludeke 1,400 - 400,000 - - 401,400 
Don Telford 8,500 - 400,000 - - 408,500 
Terry Mallon 1,400 - 200,000 - (200,000 1,400 
Stephen Stanley 11,505 - 650,000 271 (650,000) 11,776 
Hugh Cushing - - 80,000 - (80,000) - 
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23. DIRECTORS’ AND EXECUTIVES REMUNERATION (Continued) 
 
Reset Preference Shares of Toll Holdings Limited 
 

Name Balance 1 July 2003 Purchases Sales Balance 30 June 2004 
Specified Directors     
Non Executive     
John Moule - - - - 
William Farrands - 500 - 500 
Ross Dunning - 500 - 500 
Alastair Lucas - - - - 
     
Executive     
Paul Little - 1,500 - 1,500 
Mark Rowsthorn - 1,500 - 1,500 
Neil Chatfield - 1,000 - 1,000 
     
Specified Executives     
John Ludeke - - - - 
Don Telford - 1,000 - 1,000 
Terry Mallon - - - - 
Stephen Stanley - - - - 
Hugh Cushing - - - - 
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24. AUDITORS’ REMUNERATION 
 

  Consolidated The Company 
  2004 

$ 
2003 

$ 
2004 

$ 
2003 

$ 
Audit services:      
Auditors of the Toll Group  1,558,389 982,750 80,000 70,000 
      
Other services:      
- Taxation services  975,152 1,355,756 110,000 95,000 
- Other assurance services  51,836 41,693 - - 
  1,026,988 1,397,449 110,000 95,000 
      
Related practices of the auditor:      
- Due diligence and other services  182,064 373,695 - - 
      
Total auditors’ remuneration  2,767,441 2,753,894 190,000 165,000 

 
25. CONTINGENT LIABILITIES 
 

The details and estimated maximum amounts of 
contingent liabilities, are set out below. 

  
$’000 

 
$’000 

 
$’000 

 
$’000 

      
(i) The Toll Group has issued bank guarantees and 

guaranteed the bank facilities of controlled entities 
in respect of bank overdraft, payroll and cheque 
clearing accounts 

 
 
 

84,432 

 
 
 

55,544 

 
 
 

39,899 

 
 
 

- 
      
(ii) Under the terms of the Deed of Cross Guarantees, described in note 30, the Company has guaranteed any 

deficiency which might arise if Toll Transport Pty Ltd, Toll Ports Pty Ltd, Toll Properties Pty Ltd, 
Freshmark Pty Ltd, Refrigerated Roadways Pty Ltd, Toll Logistics Australia Pty Ltd, Toll Energy 
Logistics Pty Ltd, Toll North Pty Ltd, W & M Meats Transport Pty Ltd, Malleys Transport Pty Ltd, Toll 
IPEC Pty Ltd, Toll Technologies Pty Ltd, CJ Dean Transport Pty Ltd, Toll (FHL) Pty Limited, Toll 
(Cowra) Pty Ltd, Toll Equipment (FFM) Pty Ltd, Toll (FGCT) Pty Ltd, Toll Pty Ltd, Performance 
Leasing Pty Ltd, Toll Relocations Pty Ltd, Toll Technologies Investments Pty Ltd,  Strang Stevedoring 
Australia WDW Pty Ltd, Autotrans Express (Aust) Pty Ltd, International Corporate Relocations Pty Ltd, 
Movinghome.com.au Pty Ltd, Toll Finance Pty Ltd, Toll Projects Pty Ltd, Toll Rail Holdings Pty Ltd, 
Toll Stevedoring Pty Ltd, R&H Nominees Pty Ltd, R&H Transport Services Pty Ltd, Artmill Distributors 
Pty Ltd and Eastern Basin Pty Ltd are wound up. 

      
(iii) The Company has guaranteed various bank facilities, payments and other financial facilities of controlled 

entities through the normal course of business. 
      
(iv) From time to time the Group is subject to claims and litigation during the normal course of business.  The 

directors have given consideration to such matters which are or may be subject to litigation at year end, 
and subject to specific provisions raised are of the opinion that no material liability exists. 

 
(v) The company has guaranteed various bank guarantees issued on behalf of an associate. 

 
 
26. COMMITMENTS FOR EXPENDITURE 
 

(a) Superannuation Commitments 
 
All employees of the Toll Group are entitled to benefits on retirement, disability or death.  The superannuation 
plans provide benefits based on accumulated funds.  Employees may contribute to the plans at various 
percentages of their wages and salaries.  Entities in the Toll Group also contribute to the plans. 
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26. COMMITMENTS FOR EXPENDITURE (Continued) 
 

  Consolidated The Company 
  2004 

$’000 
2003 

$’000 
2004 

$’000 
2003 

$’000 
(b) Capital Expenditure Commitments      
      
Total capital expenditure contracted for at 
balance date but not provided for in the financial 
statements, payable: 

     

      
     Not later than one year  133,406 11,717 - - 
     Later than one year but not later than five years 117,099 - - - 
 250,505 11,717 - - 
     
     
(c) Non-Cancellable Operating Lease 

Commitments 
     

      
Future non-cancellable operating lease rentals of 
property, plant and equipment, not provided for 
in the financial statements, payable: 

     

      
     Not later than one year  139,116 97,478 277 551 
     Later than one year but not later than five years 344,664 284,476 1,040 11 
     Later than five years  174,431 163,639 - - 
  658,211 509,593 1,317 562 
      
     Property  318,053 283,862 1,317 169 
     Plant and Equipment  340,158 225,731 - 393 
  658,211 509,593 1,317 562 
      
(d) Finance Lease Commitments      
      
Finance lease rentals are payable as follows:      
      
     Not later than one year  2,592 11,338 - - 
     Later than one year but not later than five years 2,890 4,602 - - 
     Later than five years  - 38 - - 
      
Future lease rentals  5,482 15,978 - - 
Less: future finance charges  305 868 - - 
Total finance lease commitments in financial statements 5,177 15,110 - - 
      
Finance lease commitment      
     Current (note 15)  2,389 10,426 - - 
     Non-current (note 15)  2,788 4,684 - - 
Total lease liability  5,177 15,110 - - 

 
 
 
 
 
 
 
 
 
 
 
 



TOLL HOLDINGS LIMITED AND ITS CONTROLLED ENTITIES 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 June 2004 
 

67 

 
26. COMMITMENTS FOR EXPENDITURE (Continued) 
 

  Consolidated The Company 
  2004 

$’000 
2003 

$’000 
2004 

$’000 
2003 

$’000 
(e) Hire purchase commitments      
      
Hire purchase payments are payable as follows:      
      
     Not later than one year  570 946 - - 
     Later than one year but not later than five years 1,536 512 - - 
     Later than five years  - 1,325 - - 
Minimum repayments  2,106 2,783 - - 
Less Future finance charges:  254 359 - - 
      
Total hire purchase commitments in the financial 
statements 

  
1,852 

 
2,424 

 
- 

 
- 

      
Hire purchase liability      
     Current (note 15)  477 1,269 - - 
     Non-current (note 15)  1,375 1,155 - - 
Total hire purchase liability  1,852 2,424 - - 

 
27. RELATED PARTIES 
 

Directors 
 
The names of each person holding the position of Director of  the Company at any time during the financial year 
are as follows: 
 
P A Little 
M Rowsthorn 
J A Moule 
N Chatfield 
W Farrands 
R Dunning  
A Lucas 
 
Apart from the details disclosed in this note, no director has entered into a material contract with the Company or 
the Toll Group since the end of the previous financial year and there are no material contracts involving directors' 
interests existing at year end. 

 
Remuneration, Retirement Benefits and Service Arrangements 

 
Details of directors' remuneration, inclusive of superannuation and retirement payments are set out in Note 23.  

 
 Transactions of Directors and Director Related Entities concerning Shares 

 
An aggregate of 3,999 ordinary shares of  the Company were issued to directors in accordance with the Dividend 
Reinvestment Plan during the year (2003: 3,616). 

 
An aggregate of 1,807,143 ordinary shares of the Company were acquired by directors or their director related 
entities during the year. (2003: 210,000). 
 
An aggregate of nil convertible notes of the Company held by directors or their director related entities were 
converted into ordinary shares during the year.  (2003: 6,082,476). 
 
An aggregate of 5,000 reset preference shares of the Company were acquired by directors or their director related 
entities during the year. (2003: Nil). 
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27. RELATED PARTIES (Continued) 
 
An aggregate of nil ordinary shares of  the Company were issued to directors in accordance with the Employee 
Share Ownership Plan during the year (2003: Nil). 
 
6,700,000 ordinary shares of  the Company were disposed of by the directors or their director related entities 
during the year. (2003: Nil).   
 
The aggregate number of ordinary shares of  the Company held directly, indirectly or beneficially by directors or 
their director related entities at balance date was 69,486,466 (2003: 74,375,324). 
 
The aggregate number of reset preference shares of the Company held directly, indirectly or beneficially by 
directors or their director related entities at balance date was 5,000 (2003: nil). 
 
At 30 June 2004, directors or their director related entities hold directly, indirectly or beneficially 2,080,000 
options over ordinary shares (2003: 3,880,000). 
 
During the year the Company granted options over nil unissued shares under the Senior Executive Option Plan 
and Executive Share Option Scheme (2003: 2,080,000).  Of these, nil options were granted to directors and their 
director-related entities (2003: 2,080,000). 
 
During the year, 1,800,000 options issued to Directors were sold.  (2003: 1,600,000). 
 
Other Transactions with the Company or its Controlled Entities 

 
 A company within the Group contributed $150,000 during the year to Paul Little Racing Pty Ltd for promotional 

and advertising arrangements.  Paul Little Racing Pty Ltd, of which P Little is a director, was involved in motor 
racing within Australia. 

  
 In all matters outlined above, the terms and conditions of the transactions were no more favourable than those 

available, or which might reasonably be expected to be available on similar transactions to non-director related 
entities on an arms length basis. 

 
Wholly Owned Group 

 
The wholly owned group consists of  the Company and its wholly owned controlled entities as set out in note 28. 
 
Transactions between  the Company and related parties in the wholly owned group during the years 30 June 2004 
and 30 June 2003 consisted of: 

 
(a) loans advanced by  the Company;  
(b) loans repaid to  the Company; 
(c) the payment of interest on the above loans; 
(d) the payment of dividends to  the Company; 
(e) the payment of property rentals to  the Company; 
(f) the payment of head office overheads to  the Company. 

 
The above transactions were made on normal commercial terms and conditions and at market rates, except that 
there are no fixed terms for the repayment of principal on loans advanced by or to  the Company. 
 
Aggregate amounts included in the determination of profit from ordinary activities before income tax expense that 
resulted from transactions with related parties in the wholly owned group were as follows: 
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27. RELATED PARTIES (Continued) 
 

   The Company 
    2004 

$’000 
2003 

$’000 
      
Interest revenue    740 - 
Rental revenue    1,012 210 
Dividend revenue    52,000 21,000 
Internal recharge    55,209 47,221 
Distribution from Trust    4,572 2,949 
      
Aggregate amounts receivable from related parties in the 
wholly owned group at balance date were as follows: 

    

      
Non-current receivables    244,189 352,571 
      
      
Ownership Interests in Related Parties      
      
Interests held in related parties are set out in note 28.     
      
Superannuation Fund      
      
Details of the Toll Group’s employee superannuation funds are set out in Note 26(a). 
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28. PARTICULARS IN RELATION TO CONTROLLED ENTITIES 
 

Name of Entity Note Class 
of 

Share 

 
Equity 

Holding 
   2004 

% 
2003 

% 
The Company     
Toll Holdings Limited     
     
Controlled Entities of Toll Holdings Limited     
Toll Transport Pty Ltd a,b Ord 100 100 
Toll Ports Pty Ltd a,b Ord 100 100 
Freshmark Pty Limited a,b Ord 100 100 
Toll Properties Pty Ltd a,b Ord 100 100 
Kentucky Woods Pty Ltd a,i Ord - 100 
Toll North Pty Ltd a,b Ord 100 100 
Toll North Pty Ltd e Pref 100 100 
Toll IPEC Pty Ltd a,b Ord 100 100 
Toll Technologies Pty Ltd a,b Ord 100 100 
Toll (FHL) Pty Limited a,b Ord 100 100 
Toll Projects Pty Ltd a,b Ord 100 100 
Toll Rail Holdings Pty Ltd a,b Ord 100 100 
Toll Finance Pty Ltd a,b Ord 100 100 
Toll Stevedoring Pty Ltd a,b Ord 100 100 
Toll Group (NZ) Limited d,h Ord 100 100 
Toll Shipping (IOM) Limited h,l Ord 100 - 
Eastern Basin Pty Ltd a,b,o Ord 50 - 
Toll Fleet Equipment (Malaysia) Sdn Bhd h,m Ord 57 - 
     
Controlled Entities of Toll Transport Pty Ltd    
Toll Metro (NZ) Limited d,h Ord 100 100 
Refrigerated Roadways Pty Ltd a,b Ord 100 100 
Toll Logistics Australia Pty Ltd a,b Ord 100 100 
Toll Energy Logistics Pty Ltd a,b Ord 100 100 
GeelongPort Pty Ltd b,h Ord 100 100 
GeelongPort Pty Ltd f Pref 100 100 
     
Controlled Entities of Toll North Pty Ltd     
W&M Meats Transport Pty Ltd a,b Ord 100 100 
R&H Transport Services Pty Ltd a,b,g Ord 50 50 
Malleys Transport Pty Ltd a,b Ord 100 100 
R&H Nominees Pty Ltd a,b Ord 100 - 
     
Controlled Entities of Toll Technologies Pty Ltd     
Movinghome.com.au Pty Ltd a,b Ord 100 100 
Toll Technologies Investments Pty Ltd a,b Ord 100 100 
Toll Relocations Pty Ltd a,b Ord 100 100 
     
Controlled Entities of Toll Relocations Pty Ltd     
International Corporate Relocations Pty Ltd a,b Ord 100 100 
     
Controlled Entities of Toll Ports Pty Ltd     
Strang Stevedoring Australia WDW Pty Ltd a,b Ord 100 100 
Forest Products Terminal Pty Ltd a,b Ord - 100 
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28. PARTICULARS IN RELATION TO CONTROLLED ENTITIES (Continued) 
 

Name of Entity Note Class 
of 

Share 

 
Equity 

Holding 
   2004 

% 
2003 

% 
Controlled Entities of Toll (FHL) Pty Limited     
Toll Pty Ltd a,b Ord 100 100 
C J Dean Transport Pty Limited a,b Ord 100 100 
Toll (Albury) Pty Ltd b,i Ord - 100 
Takedda Pty Limited b,i Ord - 100 
Toll Equipment (FFM) Pty Ltd  a,b Ord 100 100 
Toll (FGCT) Pty Ltd a,b Ord 100 100 
Toll Holdings (Thailand) Co., Limited c,h Ord 100 100 
Resarta Pty Limited b,h Ord 100 100 
Toll (Cowra) Pty Limited a,b Ord 100 100 
Performance Leasing Pty Ltd a,b Ord 100 100 
Autotrans Express (Aust) Pty Ltd a,b Ord 100 100 
Canberra Pacific Nominees Pty Limited b,i Ord - 100 
     
Controlled Entities of Takedda Pty Limited     
Gainall Pty Limited b,i Ord - 100 
     
Controlled Entities of Gainall Pty Limited     
Finemores Pty Ltd b,i Ord - 100 
     
Controlled Entities of Toll Holdings (Thailand) Co., Limited    
Toll Services (Thailand) Limited  c,h,k Ord 51 51 
Toll (Thailand) Co., Limited c,h,j Ord 51 51 
     
Controlled Entities of Toll Group (NZ) Limited     
Toll Finance (NZ) Limited d,h Ord 100 100 
Toll Limited (formerly Toll (NZ) Limited) d,h Ord 100 100 
Toll NZ Limited (formerly Tranz Rail Holdings 
Limited) 

d,h Ord 84 20 

     
Controlled Entities of Toll Limited     
Toll Logistics (NZ) Limited d,h Ord 100 100 
Toll Logistics (CL) Limited d,h Ord 75 75 
Leonard and Dingley Ltd d,h Ord 100 - 
     
Controlled Entities of R&H Transport Services 
Pty Ltd 

    

Artmill Distributors Pty Ltd b,h Ord 100 100 
     
Controlled Entities of Leonard and Dingley Ltd     
Cruise Line Services Ltd d,h  Ord 100 - 
Allied Personnel Services Ltd d,h Ord 100 - 
     
Controlled Entities of Toll NZ Limited     
Toll NZ Consolidated Ltd d,h  Ord 100 - 
Toll (TR) Finance Ltd d,h  Ord 100 - 
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Name of Entity Note Class 
of 

Share 

 
Equity 

Holding 
   2004 

% 
2003 

% 
 

28 PARTICULARS IN RELATION TO CONTROLLED ENTITIES (Continued) 
 

Name of Entity Note Class 
of 

Share 

 
Equity 

Holding 
   2004 

% 
2003 

% 
Controlled Entities of Toll NZ Consolidated 
Limited 

    

Tranz National Ltd d,h Ord 100 - 
Tranz Metro Ltd d,h Ord 100 - 
Tranz Metro Auckland Ltd d,h Ord 100 - 
Tranz Link Ltd d,h Ord 100 - 
The National Stadium Ltd d,h Ord 100 - 
Passenger Rail Ltd d,h Ord 100 - 
New Zealand Rail Ltd d,h Ord 100 - 
Coastliner Ltd d,h Ord 100 - 
Clifford Bay Ltd d,h Ord 100 - 
Tranz Scenic 2001 Ltd d,h Ord 100 - 
Tranz Rail Receivables Ltd d,h Ord 100 - 
On Track Collections Ltd d,h Ord 100 - 
     
Controlled Entities of Passenger Rail Ltd     
Tranz Link Distribution Ltd d,h Ord 100 - 
Tranz Link Refrigerated Ltd d,h Ord 100 - 
Tranz Link International Ltd d,h Ord 100 - 
ATN Australia Ltd d,h Ord 100 - 
Tranz Rail Pty Ltd d,h Ord 100 - 
Tranz Rail Holdings Limited Pty Ltd d,h Ord 100 - 
     
Controlled Entities of Tranz Link International 
Ltd 

    

Tranz Link International Pty Ltd d,h Ord 100 - 
     
Controlled Entities of ATN Australia Ltd     
NZ National Freight BV n,h Ord 100 - 
     

 
(a)  Entities have entered into a Deed of Cross Guarantee with Toll Holdings Ltd in respect of relief granted 

from specific accounting and financial reporting requirements in accordance with a class order executed 
by the ASIC on 13 August 1998.  

(b)  Incorporated in Australia. 
(c)  Incorporated in Thailand. 
(d)  Incorporated in New Zealand. 
(e)  Non-cumulative redeemable preference shares. 
(f)  Non-cumulative preference shares. 
(g)  Shareholding actually 50.001% and balance held by R&H Nominees Pty Ltd. 
(h)  Not included in Deed of Cross Guarantee. 
(i)  Entity deregistered during the year. 
(j)  Remaining 49% owned by Toll Holdings Limited. 
(k)  Remaining 49% owned by Toll (FHL) Pty Limited. 
(l)  Incorporated in Isle of Man 
(m)  Incorporated in Malaysia 
(n)  Incorporated in Netherlands 
(o)  Remaining 50% owned by R&H Transport Services Pty Ltd 
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29. INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD 
 

  Consolidated The Company 
  2004 

$’000 
2003 

$’000 
2004 

$’000 
2003 

$’000 
Share of net profits accounted for using the equity method 
included in the statement of financial performance 

   

      
- associates`  45,108 31,236 - - 
      
(a) Investments in associates      
      
Details of investments in associates are as follows     
 Ordinary Share 
 ownership interest Investment Carrying Value 
 Consolidated & The 

Company 
Consolidated The Company 

Name 2004 
% 

2003 
% 

2004 
$’000 

2003 
$’000 

2004 
$’000 

2003 
$’000 

       
PrixCar Services Pty Ltd 33 33 6,441 5,828 - - 
(Pre-dealer motor vehicle 
preparation) 

Ord Class Ord Class     

Actraint No 126 Pty Ltd 50 50 - - - - 
(Management) Ord Class Ord Class     
Minto Properties Pty Ltd 100 100 10,664 9,802 - - 
(Property Owner) Ord ‘B’ 

Class 
Ord ‘B’ 
Class 

    

SeaHighway Pty Ltd 100 100 3,717 3,375 - - 
(Property Owner) Ord ‘B’ 

Class 
Ord ‘B’ 
Class 

    

Pacific National Pty Ltd 50 50 371,847 328,902 - - 
(Rail Operator)       
Albany Bulk Handling Pty Ltd 50 50 1,779 1,823 1,890 1,890 
(Bulk Handling)       
Fremantle Link Services Pty 
Ltd 

50 50 391 3 - - 

(Land Bridging activities)       
Tenix Toll Defence Logistics 
Pty Ltd 

50 
Ord Class 

- - - - - 

Auckland Stevedoring Co Ltd 50 - 3,643 - - - 
(Stevedoring activities)       
Zari Haulage Sdn Bhd 45 - (108) - 86 - 
       
   398,374 349,733 1,976 1,890 

 
(i) Balance date for all associated companies is 30 June 2004. 
(ii) The Toll Group held 50% of Minto Properties Pty Ltd and SeaHighway Pty Ltd. 
 
Dividends received from associates for the year ended 30 June 2004 by the Toll Group amounted to $210,000. 
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29. INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD (Continued) 
 
 Results of associates 
 

  Consolidated 
  2004 

$’000 
2003 

$’000 
Shares of associates’ profit from ordinary 
activities before income tax 

  
49,018 

 
39,554 

Share of associates income tax attributable to 
profit from ordinary activities 

  
(4,910) 

 
(9,918) 

    
Share of associates net profit  44,108 29,636 
Adjustments  1,000 1,600 
    
Share of associates net profit accounted for using 
the equity method 

  
45,108 

 
31,236 

    
Share of post-acquisition retained profits and 
reserves attributable to associates 

   

    
Retained profits    
    
Shares of associates retained profits at beginning 
of year 

  
37,508 

 
8,097 

Shares of associates net profits    
44,108 

   
29,636 

Dividends from associates  (210) (225) 
    
Share of associates retained profits at end of year  81,406 37,508 
    
    
Movements in carrying amount of investments    
    
Carrying amount of investments in associates at 
the beginning of the financial year 

  
349,733 

 
315,395 

Investments in associates acquired during the year 3,391  
Adjustments to carrying value  352 3,327 
Share of associates net profit accounted for using 
the equity method 

  
45,108 

 
31,236 

Dividends received from associates  (210) (225) 
Carrying amount of investments in associates at 
end of year 

  
398,374 

 
349,733 
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29. INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD (Continued) 
 

  Consolidated 
  2004 

$’000 
2003 

$’000 
Commitments    
    
Share of associates operating lease commitments 
payable: 

   

Within one year  11,026 11,869 
One year or later and no later than five years  24,493 28,336 
Later than five years  19,520 13,198 
  55,039 53,403 
    
Share of associates maintenance expenditure 
commitments payable: 

   

Within one year  22,415 20,892 
One year or later and no later than five years  87,050 85,672 
Later than five years  82,237 100,428 
  191,702 206,992 
    
Share of associates capital expenditure 
commitments payable  

   

Within one year  41,161       42,357 
One year or later and no later than five years  29,526 41,981 
  70,687 84,338 
    
Contingent Liabilities    
    
Share of associates contingent liabilities    
    
(i)  Guaranteed bank facilities  152,273 157,330 
    
(ii) An associate, Pacific National, has defined benefit 

superannuation schemes which are underfunded.  
In accordance with the various Trust Deeds, Pacific 
National has no legal obligation to immediately 
bring the funds back to a fully funded position.  
Accordingly, as Pacific National  has no legal or 
constructive obligation in respect of the deficits, 
the net deficit of $15.5 million is not reflected in 
the statement of financial position as at 30 June 
2004.  Pacific National shall contribute to the funds 
in line with actuarial recommendations. 

  

    
Summary financial position of associates    
    
The Toll Group’s share of aggregate assets and 
liabilities of associates is as follows: 

   

Current assets  111,470 136,157 
Non-current assets  657426 646,061 
Total assets  768,896 782,218 
Current liabilities  91,295 121,166 
Non-current liabilities  272,891 300,640 
Total liabilities  364,186 421,806 
Net assets - as reported by associates  404,710 360,412 
Adjustments arising from equity accounting  (6,336) (10,679) 
    
Net assets - equity adjusted  398,374 349,733 
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30 DEED OF CROSS GUARANTEE 
 

Pursuant to an ASIC Class Order 98/1418 dated 13 August, 1998, relief was granted to the wholly owned 
subsidiaries listed below from the Corporations Act 2001 requirements for preparation, audit and lodgement of 
financial reports and Directors Reports. 
 
It is a condition of the Class Order that the Company and each of the controlled entities 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 controlled entities under certain provisions of the Corporations Act 2001.  If 
a winding up occurs under the provisions of the Act, the Company will be liable in the event that after six months 
any creditor has not been paid in full.  The controlled entities have also given similar guarantees in the event that 
the Company is wound up. 

 
The controlled entities subject to the Deed are: 
 

Controlled Entity Date relief granted 
  
Toll Transport Pty Ltd 11 June 1993 
Toll Ports Pty Ltd 11 June 1993 
Freshmark Pty Limited 29 June 1994 
Toll Properties Pty Ltd 21 December 1994 
Refrigerated Roadways Pty Ltd 15 June 1998 
Toll Logistics Australia Pty Ltd 15 June 1998 
Toll Energy Logistics Pty Ltd 15 June 1998 
Toll North Pty Ltd 15 June 1998 
W&M Meats Transport Pty Ltd 15 June 1998 
Toll IPEC Pty Ltd 26 October 1999 
Malleys Transport Pty Ltd 16 February 2000 
Toll Technologies Pty Ltd 5 June 2000 
C J Dean Transport Pty Ltd 5 June 2001 
Toll (FHL) Pty Limited (formerly Finemore Holdings Limited) 5 June 2001 
Toll (Cowra) Pty Ltd (formerly Finemores Cowra Pty Limited) 5 June 2001 
Toll Equipment (FFM) Pty Ltd (formerly Finemores Fleet 
Management Pty Limited) 

5 June 2001 

Toll (FGCT) Pty Ltd (formerly Finemores GCT Pty Limited) 5 June 2001 
Toll Pty Ltd (formerly Finemores Pty Ltd) 5 June 2001 
Performance Leasing Pty Limited 5 June 2001 
Strang Stevedoring Australia WDW Pty Ltd 12 June 2001 
Toll Relocations Pty Ltd 12 June 2001 
Toll Technologies Investments Pty Ltd 12 June 2001 
Autotrans Express (Aust) Pty Ltd 29 October 2001 
Movinghome.com.au Pty Ltd 27 November 2001 
Toll Rail Holdings Pty Ltd 25 February 2002 
International Corporate Relocations Pty Ltd 4 June 2002 
Toll Finance Pty Ltd 4 June 2002 
Toll Projects Pty Ltd 4 June 2002 
Toll Stevedoring Pty Ltd 4 June 2002 
R&H Nominees Pty Ltd 28 April 2004 
R&H Transport Services Pty Ltd 28 April 2004 
Artmill Distributors Pty Ltd 28 April 2004 
Eastern Basin Pty Ltd 28 April 2004 
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30. DEED OF CROSS GUARANTEE (Continued) 
 

A consolidated statement of financial performance and consolidated statement of financial position, comprising 
the Company and subsidiaries which are a party to the Deed, after eliminating all transactions between parties to 
the Deed of Cross Guarantee, at 30 June 2004 is set out below.  
 
   Consolidated 
    2004 

$’000 
2003 

$’000 
Statement of financial performance      
      
Profit from ordinary activities before income tax   161,944 129,064 
Income tax expense relating to ordinary activities    39,472 28,088 
Profit from ordinary activities after income tax   122,472 100,976 
      
Retained profits at the beginning of the financial year   210,834 130,673 
      
Dividends provided for or paid    59,601 19,685 
Net effect of initial adoption of revised AASB 1028 
 “Employee Benefits” 

   
- 1,130 

Retained profits at the end of the financial year   273,705 210,834 
      
Statement of financial position      
      
Cash assets    78,367 71,761 
Receivables    306,480 295,480 
Inventories    12,201 7,522 
Other    26,697 48,038 
Total Current Assets    423,745 422,801 
      
Receivables    13,854 7,152 
Investments accounted for using the equity method   394,736 349,733 
Other financial assets    300,118 21,808 
Property, plant and equipment    474,621 440,387 
Intangible assets    99,831 104,493 
Deferred tax assets    22,528 27,437 
Other    6,000 7,200 
Total Non-Current Assets    1,311,688 958,210 
TOTAL ASSETS    1,735,433 1,381,011 
      
Payables    208,453 224,829 
Interest bearing liabilities    2,788 2,545 
Current tax liabilities    24,166 14,735 
Provisions    152,111 132,174 
Total Current Liabilities    387,518 374,283 
      
Interest bearing liabilities    293,548 337,436 
Deferred tax liabilities    21,530 23,119 
Provisions    37,122 26,993 
Total Non-Current Liabilities    352,200 387,548 
TOTAL LIABILITIES    739,718 761,831 
NET ASSETS    995,715 619,180 
      
Contributed equity    722,010 408,346 
Reserves    - - 
Retained profits    273,705 210,834 
TOTAL EQUITY    995,715 619,180 
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31. SEGMENT INFORMATION 
The Toll Group comprises the following main business segments, based on the Toll Group’s management reporting system. 

Business Segments Networks Toll North Logistics Eliminations Consolidated 
 2004 2003 2004 2003 2004 2003 2004 2003 2004 2003 
 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 
Revenue           
           
Operating segment revenue 1,586,100 1,220,588 540,058 485,677 1,145,771 963,533 - - 3,271,929 2,569,798 
           
Other segment revenue 24,737 9,398 4,726 3,382 9,605 18,904 - - 39,068 31,684 
           
Inter segment revenue 120,114 120,211 30,673 11,732 21,669 14,222 (172,456) (146,165) - - 
           
Total Segment Revenue 1,730,951 1,250,196 575,457 500,792 1,177,045 996,659 (172,456) (146,165) 3,310,997 2,601,482 
           
Unallocated Interest Revenue         3,011 2,011 
           
Total Revenue         3,313,998 2,603,493 
           
Result           
           
Segment Result 79,557 51,564 27,598 25,469 86,300 51,419 - - 193,455 128,452 
           
Share of net profit of equity 
accounted investments – Pacific National 

        41,740 28,252 

           
Unallocated Net Interest Expense         23,080 19,272 
           
Profit from ordinary activities 
before income tax expense 

        212,115 137,432 

           
Income tax expense         38,684 30,274 
           
Profit from ordinary activities 
after income tax expense 

         
173,431 

 
107,158 

           
Depreciation and amortisation 70,570 36,761 10,058 14,908 33,831 25,286   114,459 76,955 
           
Non-cash expense other than deprecation 
and amortisation 

13,477 10,721 6,357 5,758 1,104 1,266   20,938 17,745 

 
Of the total share of equity accounted investments of $45.108 million (2003: $31.236 million), $3.368 million (2003: $2.984 million) has been reallocated to business 
segments, leaving $41.74 million (2003: $28.252 million) unallocated.
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31. SEGMENT INFORMATION (Continued) 
 
Business Segments Networks Toll North Logistics Eliminations Consolidated 
 2004 2003 2004 2003 2004 2003 2004 2003 2004 2003 
 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000 
Assets           
           
Segment assets 1,021,968 378,385 126,617 175,888 386,882 287,666 - - 1,535,467 841,939 
           
Equity accounted investments         398,374 349,733 
           
Unallocated corporate assets         241,028 245,529 
           
Consolidated Total Assets         2,174,869 1,437,201 
           
Liabilities           
           
Segment liabilities 309,986 210,697 54,487 59,670 159,405 145,521 - - 523,878 415,888 
           
Unallocated corporate liabilities         556,611 390,538 
           
Consolidated Total Liabilities         1,080,489 806,426 
           
Acquisition of non-current 
assets 

87,915 56,696 13,959 18,044 61,650 65,012   163,524 139,753 
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31. SEGMENT INFORMATION (Continued) 
 
Geographical Segments 
 
Geographical Segments – 2004     
 Australia 

$’000 
New Zealand 

$’000 
Other 
$’000 

Consolidated 
$’000 

     
External revenue by location 2,828,253 461,940 20,803 3,310,996 
     
Segment assets by location of assets 1,442,514 718,820 13,535 2,174,869 
     
Acquisition of non-current assets 136,333 25,364 1,827 163,524 
 
Geographic segments 
 
Previously, the Toll Group operated predominantly in Australia.  However, during the year Toll acquired significant operations in New Zealand via the acquisition of Toll NZ 
Limited (previously Tranz Rail Holdings Limited). 
 
The consolidated entity operates in the following geographical segments: 
 
Australia – home country of the parent entity, with operations in all major areas of the transport and logistics sector. 
New Zealand – comprises operations in all major areas of the transport and logistics sector. 
Other  – comprises mainly transport and logistics activities in Thailand and Malaysia in the oil, gas and automotive sectors. 
 
Business segments 
 
The Toll Group comprises the following main business segments, based on management reporting systems: 
 
Networks  – Longhaul forwarding services by road, rail, sea and air. 
Toll North – Provider of time-certain distribution between major cities and regional centres of Queensland and Northern Territory. 
Logistics  – Provider of industry focussed supply chain solutions.  

 
 Inter-segment pricing is determined on an arms length basis. 
 Segment results, assets and liabilities include items directly attributable to a segment as well as those that can be allocated on a reasonable basis.   
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32. NOTES TO THE STATEMENT OF CASH FLOWS 

  Consolidated The Company 
  2004 

$’000 
2003 

$’000 
2004 

$’000 
2003 

$’000 
(a) Reconciliation of cash      
      
 For the purposes of the Statements of Cash Flows, 

cash includes cash on hand and at bank and short 
term deposits at call, net of outstanding bank 
overdrafts Cash as at the end of the financial year 
as shown in the Statements of Cash Flows: 

    

      
 Cash at bank and on hand  102,389 88,299 507 52 
      
(b) Reconciliation of profit from ordinary activities 

after income tax to net cash provided by 
operating activities 

    

      
Profit from ordinary activities after income tax  173,431 107,158 54,453 24,853 
Add/(Less) non-cash items      
     Depreciation and Amortisation  102,355 65,848 3,264 6,763 
     Amortisation of goodwill  12,104 11,107 - - 
     Provision for doubtful trade debtors  1,063 927 - - 
     Write down of investments  1,039 1,077 110 - 
     (Profit)/loss on sale - other  2,983 (252) 3,761 - 
Share of associates net profit  (45,108) (31,236) - - 
Net cash inflow from operating activities before  
 changes in assets and liabilities 

  
247,867 

 
154,629 

 
61,588 

 
31,616 

      
Changes in assets and liabilities adjusted for effects of 
purchase and disposal of controlled entities during the 
financial year: 

    

     (Increase)/decrease in trade debtors  (34,879) (56,302) 4,494 (3,557) 
     (Increase)/decrease in other debtors  (21,083) 7,231 (11,211) 1,044 
     (Increase)/decrease in inventory  (1,381) 983 (33) - 
     (Increase)/decrease in prepayments  (607) (7,392) 249,577 401 
     Increase/(decrease) in trade creditors  18,200 5,508 (23) 29 
     Increase/(decrease) in other creditors  (14,994) 43,016 28,721 3,164 
     Increase/(decrease) in provision for employee 
      entitlements 

  
5,419 

 
6,712 

 
(1,101) 

 
(79) 

     (Increase)/decrease in loan to controlled entities - - (279,023) (11,852) 
     Increase/(decrease) in income taxes payable 7,863 (3,823) 20,737 (1,408) 
     (Increase)/decrease in future income tax benefit 4,144 (1,705) (32,187) 378 
     Increase/(decrease) in provision for deferred income 
       tax 

 
(1,421) 

 
(2,562) 

 
25,733 

 
97 

     
Net cash inflow/(outflow) from operating activities 209,128 146,295 67,272 19,833 
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32. NOTES TO THE STATEMENT OF CASH FLOWS (Continued) 
  

(c) Financing facilities 
 

Note 16 discloses details of financing arrangements. 
   
(d) Acquisition/disposal of controlled entities   
   
 The following controlled entities were acquired or 

disposed of during the financial year: 
  

   
 Acquisition of entities   
  
 2004 
    
(i) During the financial year the consolidated entity 

purchased 64.2% of Tranz Rail Holdings Limited and 
its controlled entities, a company incorporated in New 
Zealand.  A 20% shareholding of Tranz Rail Holdings 
Limited was held at 30 June 2003.  Details of the 
acquisition are as follows: 

  
 
 
 
 

$’000 
    
 Consideration  164,505 
 Cash acquired  8,762 
    
 Outflow of cash  155,743 
    
 Fair value of net assets of entity acquired:   
 Property, plant & equipment  476,122 
 Trade receivables  108,850 
 Future income tax benefit  374 
 Inventories  4,302 
 Prepayments  4,054 
 Other assets  6,623 
 Trade creditors  (86,998) 
 Other creditors  (27,738) 
 Provision for employee entitlements  (21,034) 
 Provision for restructuring  (25,995) 
 Other provisions  (24,210) 
 Term loans  (227,024) 
   187,327 
    
 Minority interest in above net assets acquired  (31,584) 
    
 Consideration (cash)  155,743 
    
 Control of Tranz Rail Holdings Limited was gained on 

10 October 2003. 
  

    
 A restructuring provision of $26 million  was 

established for restructuring the operations of the 
business, involving the rationalisation of employee 
numbers.  A balance of $21.7 million remains in the 
provision at 30 June 2004. 
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32. NOTES TO THE STATEMENT OF CASH FLOWS (Continued) 
 

(d) Acquisition/disposal of controlled entities (continued) 
 

    
(ii) During the financial year the consolidated entity 

purchased Leonard & Dingley Ltd and its controlled 
entities.  Details of the acquisition are as follows: 

  
 

$’000 
    
 Consideration  6,241 
 Cash acquired  721 
    
 Outflow of cash  5,520 
    
 Fair value of net assets of entity acquired:   
 Trade receivables  786 
 Property, plant & equipment  762 
 Future income tax benefit  215 
 Prepayments  43 
 Other assets  3,306 
 Trade creditors  (453) 
 Provision for employee entitlements  (270) 
 Other provisions  (180) 
   4,209 
    
 Goodwill on acquisition  1,311 
 Consideration (cash)  5,520 
    
 Leonard & Dingley Ltd and its controlled entities was 

acquired on 5 January 2004. 
  

    
 
 2003   
    
(i) During the financial year the Toll Group purchased the 

Mayne Express business operations of Mayne Ltd.  
Details of the acquisition are as follows: 

  

    
 Consideration   - 
 Cash acquired  (9,021) 
    
 Inflow of cash  (9,021) 
    
 Fair value of net assets of entity acquired:   
 Property, plant & equipment  17,020 
 Future income tax benefit  8,576 
 Inventories  799 
 Prepayments   717 
 Other assets  31 
 Other creditors  (4,879) 
 Provision for employee entitlements  (7,801) 
 Provision for restructuring  (9,284) 
 Other provisions  (11,500) 
 Deferred tax liability  (2,700) 
    
 Cash acquired  (9,021) 
    
 The business operations of the Mayne Express business 

were acquired on 11 November 2002. 
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32. NOTES TO THE STATEMENT OF CASH FLOWS (Continued) 
 

 A restructuring provision of $9,284,000 was 
established for restructuring the operations of the 
business, including the rationalisation of employee 
numbers.  A balance of $369,000 remains in the 
provision at 30 June 2004. 

  

    
(ii) During the financial year the Toll Group purchased the 

Brambles Shipping business operations of Brambles 
Australia Ltd.  Details of the acquisition are as follows: 
 

  
 
 

$’000 
    
 Consideration  72,500 
 Cash acquired  (18) 
    
 Outflow of cash  72,482 
    
 Fair value of net assets of entity acquired:   
 Property, plant & equipment  23,145 
 Future income tax benefit  2,191 
 Inventories  1,152 
 Prepayments  9,805 
 Trade creditors  (2,171) 
 Other creditors  (2,773) 
 Provision for employee entitlements  (4,980) 
 Other provisions  (1,927) 
   24,442 
 Goodwill on acquisition  48,040 
 Consideration (cash)  72,482 
    
 The business operations of the Brambles Shipping 

business were acquired on 1 November 2002 
  

    
 

(e) Non-cash financing and investment activities 
 

(i) During the year the Toll Group increased plant and equipment with an 
aggregate fair value of $NIL (2003: $0.7 million) by means of finance leases 
and hire purchase agreements. 

  
(ii) 1,762,884 shares with an aggregate value of $14.3 million (2003: $8.1 

million) were issued in accordance with the Dividend Reinvestment Plan in 
lieu of remitting cash dividends. 

  
(iii) A final prior year dividend of 8.0 cents per share and an interim current year 

dividend of 8.5 cents per share was utilised to reduce employee loans in 
accordance with the Employee Share Plan.  Employee loans were reduced as 
a result by $141,000 (2003: $135,000). 

  
The above non-cash activities are not reflected in the Statements of Cash Flows. 
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33. EARNINGS PER SHARE 
 
 Classification of securities as potential ordinary shares  
 
 The following securities have been classified as potential ordinary shares and included in diluted earnings per 

share only: 
 

(a) options outstanding under the Executive Share Option Plan 
(b) Convertible notes. 
(c) Reset Preference Shares 

 
 Consolidated 
 2004 2003 
 $’000 $’000 
Earnings reconciliation   
   
Net profit 173,431 107,158 
   
Net profit attributable to outside equity interests (4,792) (1,091) 
   
Reset Preference Share Dividend (7,708) - 
   
Basic earnings 160,931 106,067 
   
After tax effect of interest on convertible notes - 1,904 
   
Reset Preference Share Dividend 7,708 - 
   
Diluted earnings 168,639 107,971 
   
Weighted average number of shares used as the denominator   
   
Number for basic earnings per share ’000 ’000 
   
Ordinary shares 316,684 295,676 
   
Effect of executive share options on issue 3,419 6,279 
   
Effect of redeemable convertible notes - 9,829 
   
Effect of Reset Preference Shares 16,591 - 
   
Number for diluted earnings per share 336,694 311,784 

 
 During the course of the year 5,720,000 options were converted to ordinary shares.  The diluted EPS calculation 
includes that portion of these options assumed to be issued for nil consideration, weighted with reference to the 
date of conversion.  The weighted average number is 1,260,439. 

 
34. EVENT SUBSEQUENT TO BALANCE DATE 
 

Approval has been granted by both the ACCC and the Victorian Government to the acquisition of Freight 
Australia by Pacific National.  All necessary regulatory approvals have now been obtained.  Completion of the 
transaction is expected to take place in early September 2004. 
 
Other than the above and the declaration of a final 12 cents per share dividend (Refer Note 6), 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 Toll Group, the results of these operations, or the state of affairs of the Toll Group, in future 
financial years. 
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35. INTERNATIONAL FINANCIAL REPORTING STANDARDS 
 

Toll Holdings Ltd will be required to prepare financial statements which comply with International Financial 
Reporting Standards (“IFRS”), as issued by the Australian Accounting Standards Board, from 1 July 2005.  The 
financial report for the half year ending 31 December 2005 will be the first financial report prepared in 
compliance with IFRS.  Comparative information will be required to be restated to reflect the application of IFRS 
to that comparative period. 
 
Toll Holdings Ltd has established a formal IFRS Project Team to manage and plan the convergence to IFRS in 
line with the above dates.  A high level overview of the new IFRS requirements has been performed and a detailed 
technical evaluation is currently underway.  Calculation of transition adjustments and management of any process 
or system changes required will be identified after this phase is complete.  A training program for appropriate staff 
will also be performed to assist in the transition to IFRS.  The IFRS Project Team comprises senior members of 
management and reports regularly to the audit committee on the progress towards adoption. 
 
The following areas have been identified as significant differences that exist between current accounting practice 
and  the required treatment under IFRS.  These areas should not be taken as an exhaustive list of all the 
differences between current accounting practice and IFRS that will be identified when the project is completed. 

 
(a) Accounting for Goodwill  

 
Under IFRS, Goodwill will no longer be amortised, but instead is subject to an annual assessment for 
impairment to ensure that the carrying value of Goodwill is not greater than the recoverable amount.  As 
a result, the statement of financial performance will no longer include an expense item reflecting the 
annual Goodwill amortisation.   

 
(b) Taxation 

 
Currently a profit and loss approach is used in calculating income tax expense and timing differences.  
Under IFRS this will be performed under a balance sheet approach.  Under the new method, the 
Company will recognise deferred tax balances on the statement of financial position when there is a 
difference between the carrying value of an asset or liability and its tax base.  Whilst it is too early to say 
what impact this will have, it is expected that the Company will carry higher levels of deferred tax assets 
and liabilities.  

 
(c) Financial Instruments / Equity 

 
Under IFRS, accounting for certain forms of hybrid instruments may differ.  From Toll’s perspective the 
Reset Preference Shares (RPS) currently treated as equity will likely be recorded as debt.  This will result 
in the treatment of the 6.2% yield on these instruments as interest expense rather than dividends paid.  

 
(d) Hedge Accounting 
 

Under IFRS all derivative financial instruments, including those used for balance sheet hedging 
purposes, are to be recognised on balance sheet and measured at fair value.  Hedge accounting can be 
applied, subject to certain rules for fair value hedges, cash flow hedges and hedges of investments in 
foreign operations. 
 
It is expected that these new rules around accounting for hedge instruments will introduce volatility 
within equity reserves, and the potential for volatility within the statement of financial performance. 

 
(e) Employee Benefits - Defined Benefit Superannuation Plans 

 
With the introduction of IFRS, the net surpluses or deficits that arise with defined benefit superannuation 
plans must be recognised in the statement of financial position.  The annual movements in those 
surpluses or deficits must be recorded in the statement of financial performance.  Although Toll does not 
have any significant defined benefit superannuation plans directly, it is impacted indirectly via Pacific 
National.  Changes under IFRS may impact the Pacific National result in this area and consequently 
impact Toll’s equity accounted share of profits.  



TOLL HOLDINGS LIMITED AND ITS CONTROLLED ENTITIES 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 June 2004 
 

89 

35. INTERNATIONAL FINANCIAL REPORTING STANDARDS (Continued) 
 

(f) Share based remuneration 
 

Under IFRS, the fair value of all share based remuneration must be recognised as an expense.   The fair 
value of options at grant date must be expensed over the vesting period of those options.  The fair value 
of options is to be calculated using a generally accepted market valuation method. 
 

(g) Impairment of assets 
 

Under IFRS the recoverable amount of non-current assets will be assessed as the higher of net selling 
price and value in use, on a discounted basis.  Toll currently assesses recoverable amounts of non-current 
assets based on undiscounted future net cash flows. 
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Directors Declaration 
 
1. In the opinion of the directors of  the Company: 
 
(a) the financial statements and notes set out on pages 23 to 85 are in accordance with the Corporations Act 2001 

including: 
 
(i) giving a true and fair view of the financial position of the Company and Toll Group as at 30 June 2004 and of 

their performance, as represented by  the results of their operations and their cash flows, for the year ended on that 
date; and  

 
(ii) complying with Accounting Standards and the Corporations Regulations 2001; and  

 
(b) there are reasonable grounds to believe that the Company will be able to pay its debts as and when they fall due. 

 
2. There are reasonable grounds to believe that the Company and the subsidiaries identified in Note 28 will be able 

to meet any obligations or liabilities to which they are or may become subject by virtue of the Deed of Cross 
Guarantee between the Company and those subsidiaries pursuant to ASIC Class Order 98/1418. 

 
 
Signed in accordance with a resolution of the Directors: 

 
 

 
 
 
 
 
J A Moule     Director 

 
 
 
 
 
 
 
P A Little    Director 

 
 
Dated at Melbourne this 26th day of August 2004. 
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Audit Report to be inserted. 
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Additional information required by the Australian Stock Exchange Listing Rules not elsewhere disclosed in this report.  
The shareholder information set out below was applicable as at 17 August 2004. 
 
A. Distribution of shareholders 
 
(a) Analysis of numbers of shareholders by size of share holdings for ordinary securities. 
 

   Number Units % 
1 - 1,000 10,560 5,824,898 1.82 

1,001 - 5,000 11,496 25,797,493 8.03 
5,001 - 10,000 1,849 13,383,046 4.16 

10,001 - 100,000 1,343 31,601,750 9.83 
100,001 - and over 107 244,729,508 76.16 

   25,355 321,336,695 100.00 
 
There were six hundred and sixty holders with less than a marketable parcel of ordinary shares. 
 
Each ordinary share is entitled to one vote per share. 
 
B. Twenty largest shareholders 
 
The names of the twenty largest shareholders are listed below: 
 
  

 
Name 

Number of 
Ordinary 

Shares Held 

Percentage of 
Issued Shares 

% 
1 Paul Alexander Little 36,026,444 11.21 
2 JP Morgan Nominees Australia Limited 32,210,323 10.02 
3 National Nominees Limited 29,865,424 9.29 
4 Mostia Dion Nominees Pty Ltd 29,604,824 9.21 
5 Westpac Custodian Nominees Limited 21,144,454 6.58 
6 PGA (Investments) Pty Ltd 10,666,668 3.32 
7 Citicorp Nominees Pty Limited 8,927,184 2.78 
8 Australian Foundation Investment Company Limited 

(Investment Portfolio A/C) 
8,000,000 2.49 

9 ANZ Nominees Limited 6,959,727 2.17 
10 Cogent Nominees Pty Limited 5,549,618 1.73 
11 Cable Nominees Pty Ltd (33390 A/C) 4,333,332 1.35 
12 Queensland Investment Corporation 3,313,489 1.03 
13 Citicorp Nominees Pty Limited (CFS WSLE Imputation Fnd A/C) 3,222,724 1.00 
14 Camrock (Australia) Pty Ltd 2,287,520 0.71 
15 Citicorp Nominees Pty Limited (CFS Imputation Fund A/C) 2,010,006 0.63 
16 Wadham Nominees Pty Ltd 2,000,000 0.62 
17 Citicorp Nominees Pty Limited (CFS WSLE Aust Share Fund A/C) 1,826,439 0.57 
18 Citicorp Nominees Pty Limited (CFS WSLE Industrial Share A/C) 1,680,171 0.52 
19 Mr A Hancock & Mrs R Hancock 1,538,000 0.48 
20 AMP Life Limited 1,420,920 0.44 
 Total 212,587,267 66.15% 
 
C. Substantial shareholders 
 
The following are substantial shareholders of the company. 
  Number and Percentage of Shares in which 

interest held in Ordinary Shares 
 Name Number Interest % 
(a) Paul Alexander Little and related bodies corporate 36,931,300 11.49 
(b) Mark Rowsthorn and related bodies corporate 31,023,008 9.65 
(c) Barclays Group 19,638,957 6.11 

 




