


notice of meeting 

Notice is hereby given that the Annual Meeting of Shareholders will be held on board the "Spirit of Freedom", Pacifica 

Shipping, Inter-Island Wharf, Waterloo Quay Wellington, on T hursday 30th July at 2.00pm. 

Ordinary Business 

l. Accounts. To receive and adopt the Financial Statements together with the report of the Directors and Auditors for 

the year ended 31 March 1998. 

2 . Re-election of Directors. Mr John Fernyhough and the Hon . Richard Prebble, retire in accordance with the consti

tution and, being eligible, offer themselves for re-election . 

3. Auditors. To record rhe re-appoinrmenr of Arthur Andersen as auditors and to authorise the Directors to fix rheir 

remuneration for the ensuing year. 

4. Guarantee. To authorise the company to provide an unlimited guarantee and indemnity in respect of the obligations 

of Lep International Pry Ltd (a Mainfreight Ltd subsidiary) to the Westpac Banking Corporation. 

For and on behalf of the Board. 

Carl Howard-Smith 

Director 

30June 1998 





managing director's review 

The financial year ended 31/3/98 was a period 

of considerable achievement, where sales exceeded 

$200M ($210.5M) for the first time, and our net 

profit after tax and the write off of goodwill and 

minority interests increased by 21. 9% to $7 .3M. 

It is worth noting that this profit was achieved 

after writing off $0.6M more depreciation and 

$0.3M additional goodwi ll amortisation than 

in the previous year. Taking these figu res into 

account our operating profit improved by 

$2.6M (21.5%) . 

T hese results have been achieved because we are 

a 'Logist ics' company - not a trucking company 

as some analysts mistakenly continue to call us . 

Your company is involved, or is close to being 

involved, in logistics act ivities throughout 

New Zealand and Australia. These activities are 

carried out under the following brands: 

• Mainfreight Transport - including 

Forwarding, Metro, Wharf and FTL 

• Mainfreight Warehousing 

• Mainfreight International 

• Mainfreight Relocations 

• Daily Freight 

• Chemcouriers 

• Lep International NZ Ltd 

• Mainfreight Distribution Pry Ltd 

• Lep International Pry Ltd 

• Airfreight Consolidators International ("ACI") 

Sales for the year increased by $47 .5M, (29.1%) 

of this increase, $7.5M (4.6%), came from increased 

sales in our existing businesses, while the balance 

of $40.0M was as a result of acquisitions. 

Ill 

The growing trend towards major logistics 

proposals and freight tenders is a fascinating, yet 

time-consuming and expensive process for our 

business . We see opportunities here as logistics 

cons ultan ts to ad d value to our marke t 111 

employing the skills we have developed. 

I n July 1997 we raised $ 15.4M via a rights 

issue to shareholders in preference to furt h er 

borrowings. The proceeds of this rights issue 

were used to purchase land for future development, 

new logistics facilities and business acquisitions, 

as detailed below: 

Railway Lane Otahuhu - purchased 16 acres of 

rai l serviced land July 1997. This will be the site 

for a major fre igh t forward ing and in tegrated 

warehousing facility early in the new century. 

McGregor Furniture Removals 1994 Lt d -

acquired September 1997. Re-branded Mainfreight 

Relocations, this business operates in the domestic 

and international relocation markets, serv1cmg 

commercial and household sectors. 

Trade Air Ocean Ltd - purchased October 

1997. This business is being merged with that 

of Mainfreight International where we acquired 

majority shareholding in December 1997. 

O'Rorke Road, Penrose - built January 1998. 

In keeping with our desire to fully integrate 

warehousing with transport and forwarding we 

completed the construction of a 100,000' (9,270M') 

warehouse at our D aily Freight site in Penrose . 

Richard Pearce Drive, Mangere - built January 

1998. This 46,500' (4,328M 2) wareho use and 

10,700' (994M') of offices has been built to 

accommodate both the dry and perishable freight 

activities of Lep International (NZ) Limited, with 

an adjacent land bank for future development. 



Union East Street, Whangarei. In October 1997, 

Mainfreight commenced operating from a purpose

built 15,000' (2,018M') terminal in Whangarei. 

This facility is unique in that we also operate a 

contract timber kiln drying operation on the site. 

This provides us with an excellent utilisation of 

equipment and manpower, as well as a source of 

freight for the Whangarei to Auckland corridor. 

374 consignments before incurring a loss or damage 

- a 14% improvement. 

The Year Ahead We see t he period up to 

March 1999 as challenging. April and May 

were dominated by the Australian wharf strikes, 

and the impact of the Asian crises on our 

business and both the Australian and New 

Zealand economies. Our 

East Coast drought is 

cause for concern and will 

add to the difficulties of 

the current year. 

Laverton North , 

Melbourne - completed 

construction of 85,000' 

(7,900M ' ) logis tics 

terminal in April 1998. 

Mainfreight Distribution 

relocated Its entire 

warehousing, international 

seafreight and interstate 

frei ght services to t h is 

facility. 

we see opportunities in times 

1999 will not be a year for 

the weak or faint-hearted. 

It will be a year when 

the people who have 

grown and developed 

with Mainfreight; where 

the bricks and mortar 
of economic downturn. 

Lep International Pty 

Ltd. In March 1998 , 

Lep International NZ Ltd acquired the equity 

in Lep Interna tional Pty Ltd. Lep Australia 

operates branches in Sydney, Melbourne, Brisbane, 

Adelaide and Perth, and generates revenue of 

A$60M p.a. Lep Australia is undergo ing 

significant restructuring and will produce excellent 

results once the necessary changes are made. 

We have all our properties valued annually. The 

present market value currently exceeds the book 

value by $8 .5M. This adds a theoretical $0.12 

to the net tangible asset backing of your shares. 

All our quality statistics again improved in the 

current year. In the year to March 1997, we moved 

329 consignments before incurring a claim. In 

the year to March 1998 we lifted that number to 

bought and paid for 

over twen ty years; where our talented youth of 

exceptional energy; where the wise heads who 

have been together fo r a decade or more; and 

where our diversity of businesses - will all come 

together - to cause outstand ing resul ts no 

matter what the d ifficulties of the time. 

We look forward to taking 1999 head on. 

Bruce Plested 

Managing D irector 

CHEMCOURIERS il1rf c~Jb~oRs .j INTERNATIONAL 
INTERNATIONAL (N.Z.) LTD 



forwarding - growth through new services 

The Group's domestic Forwarding businesses 

operate under the Mainfreight Transport and 

Daily Freight brands, with Chemcouriers servicing 

the packaged chemicals marker. 

Forwarding operations contributed $107. 7M in 

revenues, an increase of $9 .2M on the previous 

year. Earnings before interest 

and tax (EBIT) was $9.3M, 

up $0. 7M on last year. A total 

of 1.169 million tonnes was 

moved during the period, 

which was made up of 2.040 

mi llion consignments. This 

compares wi th last year's 0.933 

mi ll ion tonnes and 1.800 

million consignments. 

revenue The sales revenues 

were variously affected through 

the combination of business 

closure and plant relocations 

to Australia. Offsetting this 

trend was a combination of sales gains from 

customers seeking to take a more holistic 

approach to their supply chain costs rather than 

simply tender their component businesses each year. 

Acquisition revenues and the full integration of 

Combined Haulage also assisted turnover. 

During the year we have seen a number of 

customers seek to reduce supply chain costs, via 

lower freight rates . In some cases we have been 

able to take a consultative approach and assist 

them in improving their internal cost structures. 

In other cases we have seen long-standing 

business relationships yield to tender processes, 

resulting in lost margin to M ainfreight. 

During the 1998 year our business developed 

two distinct markets: 

• The less-than-container-load (LCL) freight 

customer, who requires an efficient, time-definite 

d istribution service to all of New Zealand, and; 

• T he corporate logistics customer who is 

seeking a range of innovative 

solutions to problems beyond 

the moving of freigh t from 

A to B. This has seen 

Mainfreight become involved 

in a number of significant 

supply chain projects, which 

involve the Warehousing and 

International divisions of 

the Group as much as the 

domestic Forwarding division. 

Our activities in metropolitan 

and wharf services in the 

Auckland region continue to 

grow and have seen 10,679 

twenty-foot-equivalent (TEU) container movements 

from the Auckland Wharf alone d uring the 

1998 year compared to 5, 780 last year. 

Facilities have continued to be improved with new 

terminals being opened in Rotorua and W hangarei. 

We have, though, delayed the Hamil ton upgrade 

pending decisions on a new site. 

Dai ly Freight continues to perform well , 

improving q uality, services and increas ing 

margins from existing accoun ts. A continued 

drive for increased revenues from mo re sales 

remains their focus for the forthcoming year. 



forwarding division 

Chemcouriers continues to be the country's 

foremost Hazardous Goods transport operator. 

The acquisition of Prochem in August 1997 assisted 

our Auckland metro deliveries. Agricul tural

related revenue reduced in 1998, due to drought 

conditions in the North and South Islands. 

Expansion into specialised warehousing and 

order assembly, coupled 

with a focused manage

ment team will see 

continued improvement 

for this business in 1999. 

any dramatic blow-out of costs which our 

ongoing 'Cost Out' programme will maintain. 

A continuation from 1998 of better managed 

linehaul and unit utilisation is expected to assist 

through 1999. Recent confirmation that heavy 

transport Road User Charges will not be increasing 

and new competition in 

the retail fuel sector 

should also maintain 

linehaul costs throughout 

fiscal 1999. 

costs The Forwarding 

division's gross margin 

improved 1 % over the 

1997 year. This was 

reduced by a commen

surate increase in operating 

expenses. These were 

notably higher deprec-

teamwork, not trucks 

outloo k The year ahead 

will be a tough one 

for our competitors. 

Mainfreight's branch 

n etwork, team ethic 

and growth from new 

business, particularly 

from logistics based 

opportunities, will 

delivers the goods. 

iation, equipment leases and vehicle costs 

associated with the Combined Haulage 

acquisition. These vehicle costs have now been 

eliminated from the 1998 financial year. 

Freight damage claims reduced du~ing the 

1998 year. Th is is a tangible indicator of 

improvement in our quality of operations and a 

feature of our 'constant improvement' culture. 

While Ii ttle gain has occurred in further 

reducing operating costs, equally we have avoided 

Ill 

provide a level of resilience to economic 

downturn. 

W hile we expect margins to come under 

pressure m the 1999 financial year, potential 

still exists to improve a number of branch 

returns. The four branches that collectively lost 

$0.7M in 1998 will be managed into profit 

during the year. This too will counter the 

adversity expected in other areas . 

Don Braid assists Bill Sherman loading at Montana \Vines. 





warehousing - the room for expansion 

Warehousing operations contributed $8.0M in 

revenues, up $1.2M from the previous year. 

Earnings before interest and tax (EBIT) was $I.OM, 

up from $0.6M on last year. The warehouse 

business continues to grow organically; new 

customers are obtained from 

cross-divisional selling and 

market awareness of our 

added value services. The 

major opportunities for 1999 

stem from an !Ilcreas!Ilg 

acceptance of third-party 

warehousing. 

revenue T he Warehousing 

and Distribution Division 

has seen solid growth in the 

1998 financial year. We 

continue to grow revenue by 

expanding existing facilities 

to meet the increasing demand 

from ex isting and new 

cus tomers. Growth in new 

facilities comes at a short

term cost to operating margins. 

Seldom can we develop 

new facilities and maintain 

opera ting margins within 

the same accounting period. 

After construction, it takes some six months to 

fi ll new faci lities to an optimal operating level, 

with margin management being fully developed 

after some twelve months of operation. 

Overall division profitab ility has been 

strengthened by the margrn enhancement of 

l 997's new facilities lil Christchurch. 

Wellington and Auckland operations have seen 

significant revenue growth and we expect to 

develop this further. 

cost The ability to attract, 

develop and retain warehousing 

operators remains a priority. 

As with o ther parts of 

the logistics chain, qualified 

individuals are at a premium. 

We now have the lowest cost 

method of constructing 

n ew facilities and see the 

development of our people 

and information technology 

systems as our next priority. 

1999 will see the introduction 

of our new inventory manage

ment system at all branches. 

The system w ill provide 

value-added benefits for 

customers and efficiencies in 

operations. 

outlook W ith quality 

facili ties continuing to attract 

new customers, we remain 

committed to building and developing new 

operations to suit our clients expanding 

needs. The negative economic outlook is likely 

to see more corporate initiatives to reduce 

operating cost in business. T his environment 

favours the type of services that we offer. 



Australia - a pool of potential 

Australian operations contributed $7.8M in 

revenues, up $ l .5M from the previous year. 

Earnings before interest and tax (EBIT) was 

$128,000, down $327,000 on last year. The 

result was disappointing, and a number of 

significant steps have been taken to raise the 

returns from Mainfreight Distribution Pry 

Limited. 

The 1997 decision to move 

away from a heavy reliance 

on bulk storage of 

commodities resulted 1Il 

additional costs associated 

with developing more 

specialised warehousing . 

New business opportunities 

were expected to counter 

the raised overhead cost 

structure. W hile these have 

subsequen tly eventuated , 

the timing effect was to 

depress 1998 financial year 

earnrngs. 

revenue Total sales 

increased by 23%. The 

maJor growth factor has 

been our entry into the 

international freight market, 

coupled with new warehousing accounts. The 

drive to operate at higher service levels than our 

competitors has necessitated a significant 

management refocus. By placing our total 

emphasis on team effort and quality, we are 

making gains in both new business and higher 

margins on existing accounts. 

Mainfreight Melbourn e facility. 

Ill 

We remain optimistic about the potential of the 

Australian operation, given the excellent feeder 

benefits to Mainfreight's New Zealand activities 

in managed warehousing, wharf cartage and 

domestic distr ibution . 

costs Overheads increased by a greater 

percentage than sales . Major contributors were 

salaries and rent, which grew 

by $0.5M over last year. We 

have negated much of the 

rent increase in Melbourne 

by moving to purpose-built 

and owned premises at 

market rates comparatively 

lower than previously paid. 

We recognise a need to 

improve our site position in 

the Sydney market. 

outlook Australia 1s the 

key trading partner of 

New Zealand. Mainfreight 

Distribution's operations 

reflect a strategic need to 

provide door to door 

solution to our customers 

irrespective of which side of 

the Tasman they reside 

upon . We have committed 

to new facilities in Victoria and are evaluating 

several additional service areas that dovetail our 

existing operations. 

The decision to build in Australia reflects a firm 

belief that a higher quality of revenue can be 

gained with superior facilities and services. 
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international - growth beyond local markets 

Like the domestic Forwarding activities, the 

International division comprises two separately 

branded businesses: Mainfreight International, 

now a wholly-owned subsidiary; and Lep 

International (NZ) Limited, a 75% owned 

subsidiary. During the 1998 year the International 

division underwent significant change through 

new acqu1s1t1ons . 

The move to acqulfe Trade 

Air Ocean in October 1997 

was p rimarily motivated by 

a wish to improve the 

revenue base of Mainfreight 

International. This acquisition 

cost $2.6M , with continuing 

obligations tha t secure the 

revenue base and senior 

management associated with 

the vendors. 

Acquisition of the Mainfreight 

International's minority 

interests in N ovember 1997 saw us undertake a 

major restructuring of this business . The 

consideration for thi s purchase was two 

Auckl and properties owned by Mainfreight but 

tenanted by th ird parties . The transaction had a 

value of $1.SM, based upon the marke t values 

of the properties. 

Lep International (NZ) Limited took possession 

of new premises in Auckland in Jan uary 1998 

and purchased the equity of Lep International 

Pry Limited in M arch 1998. The Australi an 

acquisition provides an opportunity to build a 

unique branch network incorporating five New 

Zealand branches and five in Australia. 

-

Lep Australia mHrors Lep New Zealand in 

branch network, revenue and team numbers. 

We believe that a similar leve l of margin can 

also be achieved through au tonomous manage

ment at a branch level. 

revenue Lep New Zealand's revenue was $60M, 

up ($36M) from last year 

reflecting a full financial 

year's contribution post the 

August 1996 acqusition. 

Mainfreight International, 

incorporating Trade Air, 

had revenues of $27M. 

Both Lep New Zealand and 

Mainfreight Interna tional 

have seen reduced export 

customer revenues in the 

face of faltering Asian econ

omies. However, a tendency 

towards import volumes in 

Lep and a strong airfreight 

presence in both Lep and Trad e Air has offset 

much of negative effects arising from Asia and 

the recent Australian port disputes. 

The economic impact of recent national retailer 

receiverships impacted upo n the Group. While 

no monetary loss was recorded , the loss of 

future freight sales from the Skellerup Group 

and other receiverships will be significant. 

One month's revenue was recorded for Lep 

International Pry Limited in the 1998 result. The 

Lep Australia operations are primarily import 

focussed, with a strong airfreight component from 

Europe and North America. Annual revenues for 

this business are approximately $60M. 



international division 

costs The cost structure of the International 

division has been managed and maintained at 

levels comparable to the previous year. At 

Mainfreight International the rationalisation 

of Trade Air activities in 

Auckland and Christchurch 

has had an immediate impact 

on operating costs . Lep New 

Zealand continued to develop 

under the Mainfreight umbrella 

1n 1998 , with increased 

capital expenditure on 

computer systems. 

Several International division 

operations were overhauled 

in 1998. 

freight stations and two full-container- load 

(FCL) export operations was also reviewed . T his 

resulted in the transfer of a number of high 

revenue, low margin FCL export accounts from 

Lep New Z ealand to 

Mainfreight International, 

where there have been gains 

in economies of scale in 

export packing, documentation 

and transport. 

Lep New Zealand's perishables 

d ivision, a high revenue , 

low margin operation was 

successfully restructured. A 

new management focus and 

better business mix improved 

branch level accountability 

for bottom-line profit is our 

prime focus 

outlook The acquisitions 

of 1998 have created an 

exciting platform from which 

to grow the International 

division. The emphasis is 

now upon restructuring Lep 

Austral ia and Lep New 

Z ealand into one 'ANZAC' 

entity. The M a infre ight 

International/Trade Air 

integration will be operat

ionally complete in 1999, 

the returns to acceptable levels . 

The decision to operate two Auckland container 

Ill 

with an emphasis on gaining new revenue to 

compensate for recent business losses. 

Chris Dunphy and Grant Draper at Mainfreight fntemational. 



innovation drives new business development 

temperature controlled warehousing The 

development of warehousing as an adjunct to the 

domestic forwarding has been a feature of 

Mainfreight's development for the last five years. 

As warehousing has become more specialised, 

Mainfreight has sought to look beyond the third 

party activities and view 

and local distributors of products requiring 

temperature-sensitive warehousing. 

dehumidification kilns T he development of 

dehumidification kilns at Mainfreight Whangarei 

serves to create a freight back-load in a region 

with a growing forestry resource. By approaching 

kiln-drying as an exercise 
warehousing as 'a freight

based activity that results 

in bu ilding util isation'. 

The result is an open 

agenda to d eve lop 

temperature-con trolled 

warehousing. At one 

end of the spectrum is 

the new ch iller/freezer 

complex being const

ructed for Lep New 

Zealand . At the other 

the focus is now on 

in temperature-controlled 

warehousing, we have 

developed a market in 

contract drying of framing 

timber for sawmills , 

merchants and remanu

factu rers. At a capital 

cost of $0.4M, the kilns 

neighbour the freight 

terminal, where econo

mies in labour a nd 

equipment usage provide 

a competitive advantage. 

better margins through 
extreme are kiln drying 

rooms developed for added-value services. 

the treatment of timber ······························ 

at M ainfreight's Whangarei fa cility. 

Lep N ew Zealand's perishables facility in Auckland 

is a $0. 5M commitment to specialised equipment. 

The faci lity's primary business is trans'itory storage 

for export airfreight p roduct. However, the 

opportunity exists to develop services for importers 

Brendo11 Ki11g prepares another load of kiln dried timber. 

Ill 

Mainfreigh t has a low

risk approach towards 

both new acquisitions and internal projects . By 

ensuring that the managers putting forwa rd the 

ideas are committed to the project's success, it is 

possible to expand our sphere of door to door 

logistics activities. 



innovation drives new business development 

lep international pty limited acquisition 

In February 1997, Lep International (NZ) 

Limited acquired 100% of Lep International Pry 

Limited from Lep International Worldwide . The 

equity consideration was nominal, with certain 

undertakings to repay inter-company loans ($0.SM) 

over a deferred time period and assume term 

debt liabilities ($2. 5M). 

In return for this capital 

commitment, we gained: 

• A branded branch 

netwo rk which has 

operations in Brisbane, 

Sydney, Melbourne, 

Adelaide and Perth; 

• A wholesale an-

available to Mainfreight Distribution Pry 

Lim ited; an d 

• Accessible tax losses of A$6 .0M . 

The business was purchased with a clear recov

ery plan: 

1. Restructure management and accountability 

to the branch level; 

2. Remove peripheral 

act ivities and attack 

unnecessary cost items; 

3 . Redevelop existing 

premises and invest 

in t he people; and 

freight forwarding where losses exist, 

4. Ensure that the goals 

are communicated to 

the team . 

operation, Air-freight 

Consolidators Inte r

national (ACI), with 

profit lurks nearby. In less than six months, 

Mainfreight's input in 

to Lep Australia has 
operations in both Melbourne and Sydney; 

• Owned premises in Sydney and Melbourne 

with market values in excess of A$2.5M; 

• Approximately A$3.0M of out-sourced work 

driven its returns from dismal losses to a break-

even proposition . By March 1999 we expect this 

subsidiary to be trading profitably. 

Mainfreight's trans-Tasman Strategist, Greg Miiler. 



information technolog y 

In an industry heavily weighted by paperwork, 

Mainfreight developed its own computerised 

freight tracking system in 1990. A long-term 

approach to researc h and development is 

central to our ongoing competitive advantage. 

By invest ing in proprietary information 

technology, we have locked in a lot of value that 

is keenly sought by both our customers and 

competiwrs. 

it projects Although the current systems are 

operating satisfactorily we are looking to the 

future . As part of Mainfreight's ongoing commit

ment of enhancing customers information flow, 

Mainfreight launched four projects in 1998, 

encompassing a capital spend of over $1.0M: 

• The development of Mainfreight's I nven

tory Management System 

(MIMS) 

• Re-development and 

enhancement of present 

Track & Trace database. 

Cus t omer Fre ig ht 

Management software 

- Freman 32 

• International Freight 

System - Datafreight 

2000 

mainfreight IT department 

Mainfreight's in-house 

IT department consists of 

ten IT personnel. Within 

this team are three grad

uates and two CBC 

qualified employees. Ninety 

percent of all IT require

ments are serviced within 

this department with the 

remainder being out

sourced through third 

party companies. The 

members of this team also 

make up the Mainfreight 

computer helpdesk that 

customers are 20% 

focussed on the physical 
we b tech n o logy The 

Mainfreight Java-based 

Web page, in operation 

since late 1996, allows 

freight and 80% on the 

information flow. 
customers to track any 

supports internal and external customers. 

y2k compliance Concern over Year 2000 comp

liance is increas ing as the new millennium 

approaches . Mainfreight is committed to being 

Year 2000 compliant by the end of 1998. 

Description Product Compliance Date 

C lient Connote & Freman 32 

Tracking System (replaces DOS version) July 1998 

C lient Telephone 

Frcighr T racking System Tracey October 1998 

Domestic Freighr Freighr Macugement 

Forwarding Sysrem Sys rem Compliant 

Jnrernarional Freigh t 

Forwarding Syscem Dara Freight 2000 November l 998 

Warehousi ng & 

Distribution MIMS July 1998 

Bill O'Loughlin reviews weekly statistics. 

II 

number of cons ignments 

at a time by simply scrolling back and forth . 

This system allows customers to send consign

ment note information by e-mail via the company's 

permanen t, secure line, and then to track any 

conceivable event in the life of their consign

ments - 24 hours a day. 

what's next? Currently under development are 

systems to enable full trans-Tasman Track 

& Trace functionality between Mainfreight 

and LEP systems, giving freigh t status updates 

by e-mail. This will increase system resilience 

and reduce waiting time to customers and staff. 

visit us on http ://www.mainfreight.co.nz 



strategy for nineteen ninety nine 

Mainfreight continues to grow through a 

combination of new business initiat ives and 

acquisitions. The plan developed last year has been 

implemented in some areas and refined in others. 

one market trans-tasman Mainfreight continues 

to believe that the future development of the Group 

rests with strong linkages between New Zealand 

and Australia. The acquisi

tion of Lep Aust ralia, 

coupled with facilities 

development in Melbourne 

is consistent with this 

qualifications and a untque skill base. We will 

continue to recruit and attract suitable candidates 

today as potential leaders of our business for 

tomorrow. 

parcels Opportunities to acquire parcel businesses 

were investigated by Mainfreight during 1998. The 

over-riding consideration in all of the businesses 

strategy. In 1999 we 

expect ro further develop 

Mainfreight's trans-Tasman 

linkages through a combin

at ion of new acquisi

tions and existing business 

growth. by investing in our 

offered was price. Given 

the contestable nature of 

th e parcel market, the 

prices sought and subseq

uently paid for parcel 

acquisitions in 1997 / 98 

appeared high. Mainfreight 

continues to view this 

market as one worthy of 

investment , given its 

proximity to the core 

domestic freight forwarding 

managed warehousing 

and facilities management 

We continue to grow our 

people today, tomorrow's 
product . 

success is secured. time definite services 

warehousing revenue base 

through organic opportunities. T he 1999 financial 

year is expected to see a continuation in the 

trend towards warehouse out-sourcing. Real opport

uni t ies exist to grow this business via a consul

tative approach to new and existing customers. 

education and recruitment Logist ics 1s 

now regarded as a career with professional 

II 

As the market demand for 

overnight and next day 

products grows, the use of existing freight modes 

needs to be reviewed. While it was once accep

table for a client to have five day fre ight transits 

inter-island, three days is now the norm. As 

Mainfreight customers seek later p ick-up times 

and earlier deliveries, the requirement is to 

come up with time definite solutions to meet 

th is demand. 

Newly qualified B. Com storeman, Guy Farman. 



director's report 

The Directors are pleased to present this third 

published annual report of Mainfreight Limited. 

activities There were no changes during the year 

in the principal activities of the Group as supplier 

of freight, warehousing and logistics services to 

customers in New Zealand and Australia. 

financial result Consolidated sales for the year 

were $210.3M, up on the previous year by 

$47.5M (29.1 %). Acquisitions contributed 

$40.0M. The net surplus after tax (before 

minorities) increased by 20.6%, from $6.3M to 

$7 .6M. The result was satisfactory, given the 

obvious softening in the New Zealand economy. 

Comparisons to the results are set out in 

previous years' Statistics, page 38. 

financial position The Group has maintained a 

strong financial position, with shareholders' 

equity of $42.0M, funding 46.8% of total assets. 

Earnings cover net interest on debt sixteen 

times. Net cash inflow from operations was 

$ l 2.3M, a significant improvement on last year, 

following a strong focus on debtor management 

through the year. Net property and plant 

purchases of $13.4M and acquisitic.m purchases 

of $5.3M saw cash outflows from investments 

increasing to $18.7M from $8. lM. Rights issue 

proceeds of $ 15.4M were used to repay loans of 

$5.5M and fund investment purchases. Cash 

inflows from financing activities increased from 

$1.4M in 1997 to $6 .2M. 

dividend An interim dividend of 2.5 cents per 

share was paid on 12 December 1997, fully 

imputed. A supplementary dividend of 0.44 

cents per share was paid to non-resident 

shareholders with the interim dividend. A fully 

imputed final dividend of 3.0 cents per share, 

payable on 10 July 1998, is proposed together 

with a supplementary dividend of 0 .53 cents per 

share for non-resident shareholders. The final 

dividend will be paid on 10 July 1998 to 

shareholders on the register of members at 

4.00pm on 3 July 1998. 

statutory information Additional information is 

set out on pages 34 to 37 including directors ' 

interests as required by the Companies Act 1993. 

di recto rs Mr C.J. Fernyhough and the Hon. 

Richard Prebble retire by rotation and are 

available for re-election. 

audit The Company's auditors, Arthur 

Andersen, will continue in office in accordance 

with the Companies Act 1993. The Company 

has a formally constituted Audit Committee . 

reporting and communications Mainfreight 

continues to support high levels of public 

company disclosure. The first quarter result to 30 

June 1998 will be released on 13 August 1998. 

outlook The Directors are satisfied with the 

direction and development of the Group. While we 

view the next 12 months as a period of difficulty 

for the New Zealand economy, this should not 

deter Mainfreight from making solid gains. 

For and on behalf of the Board 

30 June 1998 

Don Rowlands, Chairman 

Carl Howard-Smith , Director 







statement of financial performance for the year ended 31st march 1998 

Group Pa rent 

1998 1997 1998 1997 

Notes $000 $ 000 $000 $000 

O perat ing Revenue $2 10,322 $162,872 $84,419 $77,3 14 

Surplus Before Taxatio n fo r the Year 2 11 ,639 9,794 8,67 1 7,2 11 

Income Tax Expense 4 4,035 3,489 2,270 2,033 

Surplus After Taxatio n fo r the Year 7,604 6,305 6,401 5, 178 

Mino rity Interes t in Pro fits o f Subsidia ri es (346) (352) 

NET AN D O PERATING SURPLUS FOR TH E YEAR $7,258 $5,953 $6,401 $5, 178 

statement of movements in equity for the year ended 31st march 1998 

Equi ty at the Beginning of the Year 24,097 20,823 21,422 19, 132 

Ne t Su rplus for the Year 7,258 5,953 6,401 5, 178 

Total Recognised Revenues and Expenses fo r the Year 7,258 5,953 6,401 5, 178 

Contributions from O wners (Rights Issue and ESOP) 3 15,58 1 405 15,581 405 

Foreig n C urrency Translatio n Reserve 108 

Movemen ts in Mino ri ty In terest during the Yea r (706) 209 

Supplementary Dividends (13) (15) (13) (15) 

Dividends Paid and Proposed (3,971) (3,293) (3,971) (3,293) 

Foreign Investor Tax C redit 13 15 13 15 

EQU ITY AT END OF T H E YEA R $42,367 $24,097 $39,433 $2 1,422 

The accompanying notes form an in tegral part of these fin a ncial statem ents . 

• 



statement of financial position as at 31st march 1998 

Shareholder's Equity 

Share Capital 

Accumulated Surplus 

Shareholder's Equity 

Minority Interest 

TOTAL EQUITY 

Non-current Liabilities 

Bank Term Loan 

Finance Lease Liability 

Current Liabilities 

Bank Overdraft 

lntercompany Advances 

Creditors and Accruals 

lntercompany Creditors 

Employee Entitlements 

Provision for Taxation 

Provision for Dividend 

Finance Lease Liability 

TOTAL LIABILITIES AND EQUITY 

Non-current Assets 

Fixed Assets 

Goodwil l 

Investments in Subsidiar ies 

Current Assets 

Short Term Deposits 

lntercompany Advances 

Trade Debtors 

lntercompany Debtors 

Tax Paid in Advance 

Dividend Receivable 

Other Debtors 

Employee Share Purchase 

Deferred Tax Asset 

TOTAL ASSETS 

For and on behalf of the Board 

Dated 30 June 1998 

Notes 

3 

5 

6 

16 

16 

6 

7 

8 

IO 

16 

16 

9 

4 

D . D. Rowlands CBE, C hairman 

The accompanying notes form an integral part of these finan cial statements. 

1111, 

Group Parent 

1998 1997 1998 1997 
$000 $000 $000 $000 

34,961 19,380 34,961 19,380 

7,064 3,669 4,472 2,042 

42,025 23,049 39,433 21,422 

342 1,048 

42,367 24 ,097 39,433 21,422 

12,462 14, 100 12,462 14, 100 

2,040 1,436 

12,462 16, 140 12,462 15,536 

901 1,320 64 1,857 

3,380 

28,843 18,275 7,595 8,062 

337 78 

3,035 2, 116 1,325 1, 170 

208 9 

2, 169 1,793 2, 169 1,793 

46 842 786 

34,994 24, 554 14,870 13,755 

$89,823 $64,79 1 $66,765 $50,7 13 

47,828 34,732 38,468 28,578 

6,495 2,8 52 

12,933 8,534 

1,500 2,080 180 

2,717 

31,559 23,264 8,192 9,522 

I , 190 540 

208 189 

1,500 1,500 

1,288 876 1,027 1,328 

430 326 435 326 

515 661 11 4 205 

35,500 27,207 15,364 13,60 1 

$89,823 $64,791 $66,765 $50,713 

~ 
C. G. 0. Howard-Smith, Director 



statement of cash flows for the year ended 31st march 1998 

Group Parent 

1998 1997 1998 1997 
Notes $000 $000 $000 $000 

Cash Flows From Operating Activities 

Cash was provided from: 

Receipts from Customers 211,456 161,740 85,023 75,841 

In re rest Received 144 199 134 113 

Dividend Received 1,764 

211,600 161,939 86,921 75,954 

Cash was dispersed to: 

Payments to Suppliers (194,073) (152, 196) (75,006) (70,094) 

Interest Paid (926) (1,271 ) (1,068) (1,260) 

Income and Other Taxes Paid (4,287) (3,843) (2,377) (2, 151) 

(199,286) (157,31 O) (78,451) (73,505) 

NET CASH FLOWS FROM OPERATING ACTIVITIES 14 $12,314 $4,629 $8,470 $2,449 

Cash Flows From Investing Activities 

Cash was provided from: 

Proceeds from Sale of Assets 2,240 440 1,958 394 

Repayments by Employees and Contractors 38 80 37 80 

Cash from Acquisitions 213 

2,278 733 1,995 474 

Cash was applied to: 

Purchase of Fixed Assets (15,641) (4,964) (14,741) (7,587) 

Advances to Employees and Contractors (54) (16) (47) (16) 

Bank Overdraft from Acquisitions (2,513) 

Purchase of Shares (2,749) (3,890) (2,649) (3,400) 

(20,95 7) (8,870) (17,437) (1 1,003) 

NET CASH FLOWS FROM INVESTING ACTIVITIES $(18,679) $(8, 137) $(15,442) $( 10,529) 

Cash Flows From Financing Activities 

Cash was provided from: 

Proceeds of Long Term Loan 4, 100 6,323 

Advances from Subsidiary Companies 2,635 658 

Employee Share Scheme 9 177 79 172 79 

Proceed of Rights Issue 15,392 15,392 

15,569 4, 179 18, 199 7,060 

Cash was applied to: 

Dividend Paid to Shareholders (3,595) (1,500) (3,595) (1 ,500) 

Dividend Paid to Minority Interest Shareholder (264) (JOO) 

Repayment of Loans (5,506) (1 , 144) (3,861) 

Advances to Subsidiary Companies (2,158) 

(9,365) (2,744) (9,614) (1,500) 

NET CASH FLOWS FROM FINANCING ACTIVITIES $6,204 $1,435 $8,585 $5,560 

NET (DECREASE) INCREASE IN CASH H ELD (161) (2,073) 1,613 (2,520) 

ADD OPENING CASH BROUGHT FORWARD 760 2,833 (1,677) 843 

ENDING CASH CARRIED FORWARD $599 $760 $(64) $(1,677) 

Comprised 

Shorr Term Deposits 1,500 2,080 180 

Bank Overdraft (901) (1,320) (64) (1,857) 

$599 $760 $(64) $(1 ,677) 

The accompanying notes form an integra l part of these financial statements. 

ID 



notes to the financial statements 

01 statement of accounting policies 

T he reporting entity is Mainfreigh t Limited. These fin ancial statemen ts have been prepared unde r the requirements of the 

Companies Ac t 1993 and the Financial Reporting Act 1993 . T he measurement base adop ted is that of hi sto ri cal cost . 

(i) revenue 

Revenue shown in the Statement o f Fina ncial Pe rfo rmance co mprises all amo unts received and receivable by the Gro up for 

services supplied to customers in the o rd inary course of business .This includes reven ue for all contracted delive ries fo r 

which the goods have been collected fro m the customer. Reven ue is stated exclusive of goods and services tax . 

(ii) principles of consolidation 

T he co nso lidated fi nancial statements are p repared fro m the audited Financial Statements o f the Parent Company and 

its subsidiar ies as at 3 1 March 1998. All significant balances and tra nsactio ns between Group Companies are elim inated o n 

consolidatio n using the purchase m ethod. W here subsidiaries are acquired during the year, their resul ts are included o nl y 

from the date of acquisition , while fo r subsidiaries disposed of duri ng the year, their results are included ro th e date of 

disposal. 

(iii) fixed assets 

All assets are recorded at cost. 

(iv) depreciation 

D epreciation is provided using the diminishing value method at rates calculated to allocate the assets' cost, less estimated 

res idual value, over their es timated useful lives . Rates are d ete rmined generally o n the basis o f tax legislation. 

M ajo r depreciatio n rates are: pe r an num 

Buildings 4% 

Leaseho ld Improve ments 9 .5% 

Furniture & Fittings 12% to 20% 

Motor Cars 26% 

Plant & Equipment 10% to 25% 

Co mputer H ardware 33% to 40 % 

Computer Software 4 0 % 

(v) debtors 

D ebtors a re stated at estimated realisable val ue after provid ing against debts where collection is doub tful. 

(vi) taxation 

T he taxat ion charge against surplus fo r the year is the estimated total liabili ty in respect of that surp lus after allowance for 

permanen t d ifferences. T he Group fo llows the li ability method of accounting for deferred taxa tion , on a comprehensive 

bas is, in that amo un ts provided are calculated at the current rare of company taxation. Future taxation benefi ts attriburab le 

to tax losses and debit balances in the deferred tax account a re recognised o nl y to the exten t o f the accu mul ated net c red its 

ari sing fro m timing differences in the defe rred taxat io n account and w he re there is virtual certainty of realisation . 

Ill 



notes to the financial statements 

(vii) foreign currencies 

Assets and liabiliti es expressed in fore ign currencies are conven ed to New Zealand dollars at the rate of exchange ruling at 

balance date . Surpluses and deficits realised on exchange are recognised in the period in which they occur by way of a 

credit or charge in the Statement of Financial Perfo rmance. Unrealised su rpluses and defi cits are taken to the Foreign 

Currency Translation Reserve. 

(viii) leases 

Finance leases, which effectively t ransfer to the entity substantially all o f the risks and benefits incidental to ownersh ip of 

the leased item , are capitalised at the present value of the minimum lease payments. The leased assets and corresponding 

liabilities are disclosed and the leased assets are amo rrised over the period the entity is expected to benefit from their use . 

O perating lease payments, where the lesso rs effectively retain substantially all the risks and benefits of ownershi p of the 

leased items, are included in the determinatio n of t he operating surplus in equal instalments over the lease term. 

(ix) goodwill 

Goodwill represents the excess of the purchase considerat ion over the fai r value of net tangible and identifiable in tangible 

assets at the t im e of acquis it ion of a business . Goodwill is amortised by the stra ight line method over the period during 

which benefits a re expected to be received. T his is a maximum of 10 years. 

(x) investments 

Lo ng term investments are sta ted at cost, and inves tments held for resale are stated at the lower of cost and net 

realisable value. 

(xi) financial instruments 

Financial instruments, with off-balance sheer ri sk, have been en tered into for the primary pu rpose of reducing the exposure 

to fluc tuations o f fore ign currency. T he fin ancial instruments are subject to the risk that market val ues may change 

subsequen t to acquisitio n. H owever, such changes would generally be offset by an opposite change in value of the item 

being hedged . 

(xii) changes in accounting policies 

There have been no changes in account ing po licices du ring the year. All pol icies have been applied on a consistent basis 

with previous years. 



notes to the financial statements 

02 

03 

surplus before taxation 

Group Parent 

1998 1997 1998 1997 

The Surplus before Taxation is stated: $000 $00 0 $ 0 00 $000 

After Charging: 

Audit Fees and Expenses 149 115 67 70 

O ther Fees Paid to Aud ito rs 3 1 93 31 93 

Depreciat ion 3,000 2,41 1 1,844 1,455 

Directors Fees 150 157 150 157 

Flotation Cos ts 525 525 

Foreign Currency Losses (Gains) 45 (1 74) 92 

Interest: Fixed Loans 772 1,084 772 1,084 

Finance Leases 122 6 1 72 

Other Interest 32 126 224 176 

Bad Debts Written Off 401 10 1 I l l 125 

C hange in Bad Debt Provision 24 52 24 (24) 

D onations 52 49 52 49 

(Surplus) Defi cit on Disposal of Asse ts 10 (45) (12) (45) 

Rental and Operating Lease Costs 5,9 18 4,374 3,056 2,4 11 

After Crediting: 

In teres t Inco me 149 198 139 11 8 

Re ntal Income 842 805 1,539 1,3 19 

D ividend Received 1,764 1,600 

share capital 

Authori sed, Issued and Paid Up Capi tal 34,96 1 19,380 34,961 19,380 

72,297,766 O rdinary Shares 

O n 7 August 1997 a renounceable pro rata rights issue of 12,3 13,626 new ordinary shares for 125 cents per share was made. 

Issue cos ts of $92,000 have been deducted in determining the movement in equity. 

O n 11 December 1997 the Company issued 216,000 ordinary shares to the Trustees of the Mai nfreight Ltd Staff Share Purchase 

Scheme for 130 cents per share. 



notes to the financial statements 

04 taxation 

Group Parent 

1998 1997 1998 1997 
$000 $000 $ 000 $000 

Surplus Before Taxation 11 ,639 9,794 8,671 7,21 1 

Prima Facie Taxation at 33% (3 1 March I 997 33%) 3,841 3,232 2,861 2,380 

Adjusted by the tax effect of: 

Non-assessable Dividend Income (582) (528) 

Ocher No n-assessable Revenues (36) (13) (36) ( 13) 

Non-deductible Expenses 230 270 27 194 

4,035 3,489 2,270 2,033 

Represented by: 

C urrent Tax 4,550 4, 150 2,384 2,238 

Deferred Tax (5 15) (66 1) (1 14) (205) 

4,035 3,489 2,270 2,033 

Deferred Tax Account 

O pening Balance (66 1) (I 56) (205) (96) 

Adjusted for the tax effect of: 

Movemen ts in Provision for Doubtful Debts (5 1) (8) 

Difference Between Accounting and Tax 

Accumulated Depreciation 23 (I 51) 

Movement in H oliday Pay and Bonus Accrual (30) (59) (15) 

Uncompleted Sale and Linehaul 141 (1 45) 98 (95) 

ACC Accrued 15 (99) 

Movements in Provisio n for C redits (3) 

Clos ing Balance (5 15) (66 1) (I 14) (205) 

Imputation C redit Account 

Imputation and Dividend W ithhold ing Payment Credi ts 

Opening Balance 2,784 7,202 1,46 1 6,785 

C redits Distributed During the Year (2,770) (7,94 1) (I ,77 1) (7,523) 

C redits Received During the Yea r 874 55 873 49 

Tax Payments Made 4, 11 5 3,468 2,358 2, 150 

Closing Balance 5,003 2,784 2,92 1 1,461 

Representing C redits Ava ilable to Owners of 

the Group at Balance Date: 5,003 2,784 2,921 1,46 1 

111 



notes to the financial statements 

05 term liabilities 

Term Liabilities fall due for repayment in the following periods: 

Group Pare nt 

1998 1997 1998 1997 

$000 $000 $000 $000 

Current 

Non-current 12,462 14, 100 12,462 14, 100 

12,462 14,100 12,462 14, 100 

A long term facility wirh the Westpac Banking Corporation with a limit of $20,000,000 remains in place secured by debenture 

and cross company guarantees. The facility agreement was varied onl8 September 1997 allowing part of the facility to be drawn 

in Australian currency up to a limit of $Australian 5,000,000 .Principal is repayable in August 1999 unless the facility is 

extended. 

Interest was payable at the average rare of 7.96% per annum. 

06 leases 

At balance date the Group and company had the following lease commitments: 

Finance Lease Liabilities: 

Payable: 

Nor later than one year 47 

Later than one year but not later than two 

Later than two years but not later than five 

After five years 

Minimum Lease Payments 47 

Less Future Finance Charges (I) 

46 

Classified in the Statement of Financial Position as: 

Current 46 

Non-current 

46 

Operating Lease Commitments: 

Not later than one year 5,733 

Later than one year bur not later than two yea rs 3,899 

Later than two years but not later than five years 3,769 

After five years 1,096 

14,497 

1,135 

1,166 

l, 165 

3,466 

(584) 

2,882 

842 

2,040 

2,882 

3,833 

2,081 

1,624 

1,167 

8,705 

2, 175 

1,499 

1,438 

832 

5,944 

991 

1,022 

557 

2,570 

(348) 

2,222 

786 

1,436 

2,222 

2,237 

1,420 

1,058 

911 

5,626 



notes to the financial statements 

07 fixed assets 

group 

1998 1997 

Ac cum Book Accum Boo k 

Cost Depn Value Cost Depn Value 

Asset Description $000 $000 $000 $000 $000 $000 

Freehold Land 10,555 10,555 5,584 5,584 

Buildings 25,925 2,705 23,220 18,971 2, 120 16,851 

Leasehold Improvements 5,617 892 4,725 2,281 663 1,618 

Plant, Vehicles and Equipment 

Owned 23,780 14,5 18 9,262 17 ,231 IO, 152 7,079 

Finance Leases 130 64 66 3,642 42 3,600 

Totals 66,007 18, 179 47,828 47,709 12,977 34,732 

At 3 1 March 1998 Registered Valuers Darroch and Co Ltd and Knight Frank (Vic) Pry Ltd performed a valuation of the Group's 

land and buildings at $43,502,000 (March 1997 $30,490,000). The valuations were carried out on the following basis: 

Vacant Properties : Open market value 

Napier /Palmerston North /Gracefield Rd, Wellington : Depreciated replacement cost 

Others : Existing use value 

In addition the directors valued two properties in Lep International Pry Ltd not covered by these valuations at $3,037,000 

(March 1997 Nil). 

parent 

Asset Description 

Freehold Land 

Buildings 

Leasehold Improvements 

Plant, Vehicles and Equipment 

Owned 

Finance Leases 

Totals 

Cost 

$000 

9,057 

23, 104 

3,701 

12,096 

47,958 

1998 

Ac cum 

Depn 

$000 

2,442 

429 

6,619 

9,490 

Book 

Value 

$000 

9,05 7 

20,662 

3,272 

5,477 

38,468 

Cost 

$000 

5,584 

17,807 

598 

9,59 1 

2,959 

36,539 

1997 

Accum 

Depn 

$000 

2,007 

328 

5,626 

7,96 1 

Book 

Va lue 

$000 

5,584 

15,800 

270 

3,965 

2,959 

28,578 

At 3 1 March 1998 Registered Valuers Darroch and Co Ltd and Knight Frank (Vic) Pry Ltd performed a valuation of the 

Company's land and buildings at $41,062,000 (March 1997 $25,624,000). The valuatio ns were carried out on the following 

basis: 

Vacant Properties : Open marker value 

Napie r /Palmersron North /Gracefield Rd, Wellington : Depreciated replacement cost 

Others : Existing use value 



notes to the financial statements 

08 goodwill 

Opening Balance 

Amounts Paid for Acquisitions During the Year in 

Excess of Their Net Tangible Assets 

Goodwill Amortised over Period 

Closing Balance 

Goodwill arose during rhe year from the purchase of: 

Trade Air Ocean Ltd ( I 00% of shares) 

Lep International Pry Ltd (75% of shares) 

Prochem (I 00% of Business Assets) 

Main freight International Ltd (50% of shares) 

Main freight Distribution Pry Ltd Share Buyback (20% of shares) 

Lep International (NZ) Ltd (75% of shares) 

Combined Haulage Ltd I Senco Haulage Ltd (I 00% of shares) 

G & L Casey (I 00% of Business Assets) 

09 employee share purchase scheme 

group 

1998 
$000 

2,852 

4,098 

(455) 

6,495 

1,981 

725 

100 

J,292 

4,098 

Parent 

1997 1998 1997 
$000 $000 $000 

234 

2,773 

(155) 

2,852 

235 

1,758 

74 5 

35 

2,773 

On 1 J December 1997 the Company issued 2 J 6,000 ordinary shares ro the Trustees of the Mainfreight Ltd Scaff Share Purchase 

Scheme for 130 cents per share. Full time staff with a minimum of I years continuous service who had not been issued shares 

under the previous staff share issue were enti tl ed to participate in the scheme. 120 staff took up the offer and were issued J 800 

shares each. The purchase price is repayable over 3 years . The shares issued amounted to 0.3% of issued capital. The power to 

control the trustees of the scheme is held by the Company's Board of Directors. 

Opening Balance 326 326 

Value of Shares Issued During the Year 28 1 405 281 405 

Value of Shares Sold During the Year (63) (63) 

Staff Loan Repayment During the Year (114) (79) (114) (79) 

C losing Balance 430 326 430 326 

IJll 



notes to the financial statements 

10 investment in subsidiary companies 

The Parent Company's investment in subsid iary compan ies comprised: 

Shares at Cost 

Subsidiary Companies Include: 

Mainfreight International Limited 

Mainfreighr Distribution Pry Limited 

Daily Freight (1994) Limited 

Lep International (NZ) Ltd 

Combined Haulage Ltd 

Senco Haulage Ltd 

Trade Air Ocean Li mited 

Lep International Pry Ltd 

Balance 

Date 

31 March 

3 1 March 

31 March 

31 March 

3 1 March 

31 March 

30 September 

31 December 

Principle Activity 

International Freight Fo rwarding 

Freight Forwarding 

Freight Forwarding 

International Freight Forwarding 

Freight Forwarding 

Fre ight Forwarding 

International Freight Forwarding 

In ternational Freight Forwarding 

1998 1997 

$000 $000 

12,934 8,534 

Percentage Shareholding 

100% 50% 

100% 100% 

100% 100% 

75 % 75% 

100% 100% 

100% 100% 

100% Nil 

75% Nil 

On 20 August 1997 Daily Freight (1994) Ltd acquired the business assets of Prochem Ltd for $ I 00,000. On 4 September 1997 

Mainfreighr Ltd acqu ired the business assets of D.J. McGregor Ltd for $200,000 . On 1 October 1997 Mainfreighr Ltd acquired 

560,000 shares in Trade Air Ocean Ltd for $2,560,000 representing 100% of shares. 

On 28 November 1997 Mainfreight Ltd acquired the remaining 423,303 shares in Mainfreight International Limited for 

$89,000 and property with a value of $1,750,000. On 27 February 1998 Lep International (NZ) Ltd acquired 2,367,529 shares 

in Lep Internat ional Pry Ltd for $ 1 representing 100% of shares. 

The in crease in assets and liabilities as a result of acqu isition were: 

Lep Trade Mai nfreight TOTAL 

International Air Intern ationa l 

MINORITY INTEREST (24 1) (547) (788) 

Bank Overdraft 2,383 132 2,515 

Creditors & Accruals 6,682 1,514 8, 196 

Employee Entitlements 220 220 

Provision for Taxation 2 2 

Loans 2,785 2 ,785 

CURRENT LIABILITIES 12,070 1,648 13,718 

TOTAL LIABILITIES AND EQUITY 11 ,829 1,648 (547) 12 ,930 

FIXED ASSETS 3,287 373 3 ,660 

Trade D ebtors 6 ,487 1,835 8 ,322 

Other Debtors 1,330 1,330 

Deferred Tax Asset 19 19 

CURRENT ASSETS 7,81 7 1,854 9 ,67 1 

TOTAL ASSETS 11 , 104 2,227 13,331 

NET ASSETS (725) 579 547 401 

Goodwi ll ari sing as a result of these acquisitions is shown in note 8. 

Ill 



notes to the financial statements 

11 capital commitments and contingent liabilities 

The Group and Company had the following capital commitments at 31st March 1998 (3 1st March 1997 Nil) : 

M elbourne Transport Depot 55,349 

Lep Auckl and Transport Depot 11 2,922 

The following guarantees are given by the Company in favour of Westpac Banking Corporation: 

In respect of Mainfreight Distribution Pry Limited - all obligations. 

In respect of Daily Freight (1994) Limi ted - all obligations. 

12 subsequent events 

On 18 May 1998 certain senior executives were offered options to subscribe for shares. On exercise each option entitles the 

executive to subscribe for one fully paid ordinary share at an exercise price of 170 cents. The op tions are exercisable between 

1 June 2001 and 1 June 2003. If all options a re exercised new shares will be issued which, based on Mainfreight's existing share 

capital , will represent approximately 1.2 5% of the issued capital on a full y diluted basis . T he op tions carry the righ t to 

participate in bonus issues or rights issues made pro rara to all shareholde rs as if the op t ions had been exercised. 

13 segmental reporting 

The Group operates in the domestic freight and international freigh t industries. The Group operates predominantly in two 

geographical segments - New Zealand and Australia. The basis fo r inrersegment pric ing is at no rmal trade price. 

Industrial and Geographical Segments 

N.Z. N.Z. Australia Australia 

Domestic Internal. Domestic Internal. 

Operating Revenue: 

Sales to C ustomers outside the Group 11 3,576 85 ,006 7,397 4,343 

lntersegment Sales 2, 11 2 2,399 385 302 

Total Revenue 11 5,688 87,405 7,782 4 ,645 

Segment and Group Result 9,473 2, 112 79 (25) 

Segment and To tal Assets 68,439 16 ,09 9 2, 145 11,892 

O perating Revenue: 

Sales to Cusromers outside the G roup 104,583 52, 13 1 6, 158 

ln tersegment Sales 765 136 169 

Total Revenue I 0 5,348 52,267 6 ,327 

Segment and Group Result 8 ,006 1,348 440 

Segmen t and Total Assets 5 1,726 11 ,192 2, 110 

Elimin

ations 

(5 , 198) 

(5, 198) 

(8,752) 

(1 ,070) 

( I ,070) 

(237) 

1998 

$ 000 

Co nsolidated 

2 10,322 

21 0,322 

11 ,639 

89 ,823 

199 7 

$000 

162,872 

162,872 

9,794 

64,79 1 



notes to the financial statements 

14 reconciliation of cash flows with reported net surplus 

Nee Surplus/Deficit 

Non-cash !rems: 

Depreciation 

Amortisation of Goodwill 

(Increase) Decrease in Deferred Tax Asset 

Add (less) movements in other working capital items, 

net of effect of acquisitions: 

(Increase) Decrease in Accounts Receivable 

Increase (decrease) in Accounts Payable 

Increase (decrease) in Interest Payable 

(Increase) decrease in Interest Receivable 

(Increase) decrease in Dividend Receivable 

Increase (decrease) in Taxation Payable 

Increase (decrease) in Net GST 

Less lcem C lassified as Investing Activity: 

Net (surplus) Deficit on Sale of Fixed Assets 

Net Cash Inflow From Operating Activities 

15 financial instruments 

1998 

$000 

7,604 

3,000 

455 

165 

11,224 

945 

406 

127 

Group 

(418) 

20 

10 

12,314 

1997 

$000 

6,305 

2,411 

155 

(163) 

8,708 

(2, 188) 

(1,779) 

23 

(I) 

(190) 

101 

(45) 

4,629 

Parent 

1998 

$000 

6,401 

1,844 

91 

8,336 

981 

(838) 

127 

(198) 

74 

(12) 

8,470 

1997 

$000 

5, 178 

1,455 

(I 09) 

6,524 

(1,657) 

(975) 

23 

(I ) 

(I,500) 

(9) 

89 

(45) 

2,449 

Ac balance date the Group and Company had the following financial assets; cash and bank balances, accounts receivable (trade 

and sundry), related party receivables and the following financial liabilities; accounts payable (trade and sundry), bank overdraft, 

related party payables, taxation payable, dividends payable. 

credit risk 

The values attached to each financial asset in the Statement of Financial Position represents the maximum credit risk. 

There are no finan cial assets not disclosed in the Statement of Financial Position. 

No co ll ateral is held with respect to any financial assets. There are no significant concenrracions of credit risk. 

fair value 

The fair value of all financial instruments recogn ised in che Statement of Financial Position is their stated value. 

There are no financial instruments not disclosed in the Statement of Financial Position. 

currency and interest rate risk 

The interest rate on the bank account (whilst in overdraft) is variable. The company seeks ro obtain the most competitive 

market rate of interest at all times. 

Ac 31 March 1998 the following financial instruments are denominated in foreign currencies, 37% of accounts payable (trade), 

34% of related party receivables and 28% of accounts receivable (trade) .The Company monitors exchange race movements . 

• 



notes to the financial statements 

16 related parties 

The ultimate holding company is Mainfreighr Limited. 

In addition to transactions disclosed elsewhere in these financial statements, during the period the Company transacted with the 

following related parries: 

1998 1997 
Nature of Type of Costs Costs 

Name of Related Party Relationship Transactions $000 $000 

C. Howard-Smith Director Legal & Trustee Fees 94 193 

N. Graham Director Trustee Fees I 0 

104 193 

Related Party Receivables Outstanding at Balance Date: 

Balance Bala nce 

Type of Terms of Rece ivab le Receivable 

Name of Related Party Transaction Settlement $000 $000 

Daily Freight (1994) Ltd Trade 30 Days 673 392 

Mainfreight International Ltd Trade 30 Days 282 66 

Lep International (NZ) Ltd Trade 30 Days 221 82 

Trade Air Ocean Ltd Trade 30 Days 14 

Mainfreight In ternatio nal Ltd Advance On Call 424 

Lep International (NZ) Ltd Advance On Call 559 

Mainfreight Distribution Pry Ltd Advance On Call 534 

Lep In ternarional Pry Ltd Advance On Call 1,200 

3,907 540 

Related Party Payables Outstanding at Balance D ate: 

Balance Ba lance 

Type of Terms of Payable Payable 

Name of Related Party Transaction Settlement $000 $000 

Daily Freight (1994) Ltd Trade 30 Days 39 70 

Mainfreight Internat ional Ltd Trade 30 Days 3 2 

Lep International (NZ) Ltd Trade 30 Days 295 6 

Daily Freight (1994) Ltd Advance On Call 1,660 

Lep International (NZ) Ltd Advance On Call 1,720 

3,71 7 78 

No related parry debts have been written off or forgive n during the per iod (3 1 March 1997 nil). 

In addition to the previo us the Group transacted with the following related parties: 

Nature of Type of Costs Costs 

Name of Related Party Relationship Transactions $000 $000 

C. Howard-Smi th Director Legal Fees 30 32 

Balance Bala nce 

Type of Terms of Payable Paya ble 

Name of Related Party Transaction Settlement $000 $000 

Lep (New Zealand) Ltd Adva nce O n Call 178 160 

Lep (New Zealand) Ltd is the mino ri ty shareholder in Lep International (NZ) Ltd. 

Ill 



Auditors' Report 

To the Members of 
Mainfreight Limited 

ARTHUR 
ANDERSEN 

Chartered Accountants 
& Business Advisors 

Levels I 5-17 
Arthur Andersen Tower 
209 Queen Street 
PO Box 199 Auckland 1015 
(64 9) 302 0280 
(64 9) 302 0370 Assurance Fax 
( 64 9) 302 09 I 6 Tax & Legal Fax 
(64 9) 302 091 5 Business Consulting Fax 

We have audited the accompanying financial statements of Mainfreight Limited ("the Company") set out on pages 19 to 32. 
The financial statements provide information about the past financial performance and financial position of Mainfreight 
Limited and subsidiaries ("the Group") and the Company as at 31 March 1998. This information is stated in accordance with 
the accounting policies set out on pages 22 and 23. 

Directors' Responsibilities 
The Directors are responsible for the preparation of financial statements which give a true and fair view of the financial 
position of the Group and Company as at 31 March 1998 and of the results of their operations and cash flows for the year 
then ended. 

Auditors' Responsibilities 
It is our responsibility to express and independent opinion of the financial statements presented by the Directors and report 
our opinion to you. 

Basis of Opinion 
An audit includes examining, on a test basis, evidence relevant to the amounts and disclosures in the financial statements. 
It also includes assessing: 

the significant estimates and judgements made by the Directors in the preparation of the financial statements; and 

whether the accounting policies are appropriate to the Company's and Group's circumstances, consistently applied and 
adequately disclosed. 

We conducted our audit in accordance with generally accepted auditing standards in New Zealand. We planned and 
performed our audit so as to obtain all the information and explanations which we considered necessary. We obtained 
sufficient evidence to give reasonable assurance that the financial statements are free from material misstatements, whether 
caused by fraud or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information 
in the financial statements. 

Our firm carries out other assignments for the Group in the area of taxation advice and special consultancy projects. 
The firm has no other interests in the Group. 

Unqualified Opinion 
We have obtained all the information and explanations we have required. 

In our opinion: 

proper accounting records have been kept by the Company as far as appears from our examination of those records; and 

the financial statements referred to above: 

a) comply with generally accepted accounting practice; and 

b) give a true and fair view of the financial position of the Company and the Group as at 31 March 1998 and the 
results of operations and cash flows for the year then ended. 

Our audit was completed on 30 June 1998 and our unqualified opinion is expressed as at that date. 

Auckland 



statutory information 

directors 

T he fo llowing people held office o r ceased to hold office as Director duri ng the year and received the fo llowing remuneration includ ing 

benefits during the yea r. 

Name 

Don Rowlands 

Bruce Plested 

Neil Graham* 

Carl H oward-Smi th* 

John Fernyhough 

Richard Prebble 

Current Director or 

Remuneration 

$50,000 

$2 11 ,000 

$25,000 

$25, 000 

$25,000 

$25,000 

* Excludes legal and trustee fees (refer to note 16 to the Financial Statements). 

employees' remuneration 

Date Resigned 

Current 

C urrent 

C urrent 

Cu rrent 

Current 

C urrenr 

T he Group paid remuneration including benefits to 19 employees (other than di recto rs) during the year in excess of $100,000 in the 

following bands: 

Remuneration 

$ l 00,000 - $ 110,000 

$ 110,000 - $120,000 

$ 120,000 - $130,000 

$ 130,000 - $ 140,000 

$ 140 ,000 - $ 150,000 

$ 150,000 - $ 160,000 

$ 160 ,000 - $170,000 

donations and auditors' fees 

1998 

Nu mber of Employees 

4 

3 

3 

2 

3 

2 

2 

19 

1997 

Number of Employees 

3 

5 

2 

4 

14 

Donations and auditors' fees a re set out in note 2 of the Financial Statements . T he company has a fo rmally constirn ted Audit Commi ttee 

comprising of Carl Howard-Sm ith and Richard Prebble. 

minority veto provisions 

T he Company has adopted" minority veto"p rovisions in it's constitution. 

Ill 



statutory information 

directors' shareholdings at balance date 

BG Plested 

Beneficially owned 

Held by associated pe rsons 

NLGraham 

Beneficially owned 

CG H oward-Smith 

Not benefic ially owned 

H eld by associated perso ns 

NL Graham & CG H oward-Smi th 

Not benefi cially owned 

D D Rowlands 

Benefi cially owned 

CJ Fern yhough 

Benefi cially owned 

H eld by associated persons 

TOTAL 

substantial security holders 

22,643,567 

220, 100 

7,005,223 

6 13, 120 

50,000 

142,000 

100,000 

126,300 

30,674,010 

1,997 

22,643 ,567 

40 1,700 

7,005 ,223 

470,560 

35 ,000 

30,556,050 

T he fo llowing infor mation is given purs uant to Section 26 of the Securities Amendment Act 1988. T he fo llowing are reco rded by the 

C ompany as at 3 June 1998 as Substantial Securi ty Holders in the Company, and have declared the fo llowing relevan t inte rest in voting 

securiti es under the Securities Amendment Act 1988: 

BG Plested 

NL G raham 

Tower Corporat ion 

TOTAL on Issue 

Ill 

22,893,567 

7,00 5,223 

5,366,240 

72,297,766 



statutory information 

largest security holders as at 3 june 1998 

BG Plested 

NL Graham 

Tower Corporat ion 

ABN Amro Nominees Ltd 

National Mutual Life Assurance of Australasia Ltd 

Trustees Executors and Agency Company of New Zealand Ltd 

Guardian Assurance Ltd 

AMP Society 

Premier Nominees Ltd 

Accident Rehabilitation & Compensation Insurance Corporation 

The N Z Guardian Trust Co Ltd 

Sun Alliance Life Ltd 

Sheath Holdings Ltd 

Superannuation Investment Ltd 

Main freight Team Share Purchase Trust 

Portfolio Custodian Ltd 

Athene Nominees Ltd 

NZCT Nominees Ltd 

Public Nom inees 

Sovereign Superannuation Funds Ltd 

spread of security holders as at 3 june 1998 

Size of Shareholding 

I - 999 

1,000 - 4,999 

5 ,000 - 9 ,999 

10,000 - 49,999 

50,000 - 99,999 

I 00,000 - 999,999 

1,000,000 - PLUS 

TOTAL 

22,893,567 

7 ,005,223 

5,366,240 

3,765,300 

3,582,376 

3,15 1,952 

2,700,000 

2,662,650 

2,032,050 

1,94 1,300 

860,880 

695,480 

682,600 

660,000 

613,120 

533,500 

480,000 

429,744 

422,000 

244,800 

Number 

of Holders 

153 

872 

293 

253 

15 

20 

7 

l,61 3 

IJ(I 

3 1.67% 

9.69% 

7.42% 

5.21 % 

4.96% 

4.36% 

3.73% 

3.68% 

2.81% 

2.69% 

1.19% 

0.96% 

0.94% 

0.91 % 

0.85% 

0.74% 

0.66% 

0.59% 

0.58% 

0.34% 

Total Number 

% Held % 

9.49% 77,272 0.11 % 

54.06% 1,913,056 2.65% 

18.16% 1,925,988 2.66% 

15.69% 4, 181 ,252 5.78% 

0.93% 892,680 1.23% 

1.24% 4,787,566 6.62% 

0.43% 58,519 ,952 80.94% 

I 00.00% 72,297,766 100.00% 



interests register 

Name of Director or othe r 

Person having Interest 

Bruce Plested 

Neil G raham 

Richard Prebble 

Carl H oward -Smi th 

Joh n Fern yhough 

D o n Rowlands 

Details of Interest 

Sold 2,0 13,956 rights to one fo r five rights issue fo r $0 .48 per right. 

Sold 964,757 rights to o ne fo r five righ ts issue fo r $0 .59 per right. 

Sold 1,40 1,044 rights to one fo r fi ve ri ghts issue fo r $0 .48 pet right. 

Res igned as t rustee of Employee Share O p t ion Purchase Scheme known as the 

Main freight Team Share Purchase Trust. 

Sold 100,000 rights to one fo r fi ve ri gh ts issue fo r $0. 60 per ri gh t. 

Exe rcised o ne fo r five rights issue and acquired I 00 ,000 shares on 500,000 o p t io ns held . 

Exercised one fo r five righ ts issue and acq uired 1,820 shares on 9, I 00 shares held. 

Purchase price was $1 .25 pe r share. 

Sold 10,920 shares at $ 1.90 per share. 

Sold 40 ,000 sha res at $2 .05 per share . 

Sold I 0,000 shares at $ 1. 70 per share . 

Exe rcised one fo r five righ ts issue and acq u ired I 00,000 shares on 500,000 op t io ns held. 

Purchase price was $1 .25 per share. 

Exe rcised one fo r fi ve rights issue and acquired I 00,000 shares on 500,000 options held. 

Exe rcised o ne for five rights issue and acq uired 7 ,000 shares o n 35 ,000 shares held. 

Purchase p ri ce was $ 1.25 pe r share. 

Date Interest 

Disclosed 

14 Jul y 1997 

23 Ju ly 1997 

14 July 1997 

11 D ecember 1997 

2 1July 1997 

7 August I 997 

15 August 1997 

22 September 1997 

9 Februa ry 1998 

7 August I 997 

7 August 1997 



statistics 

The table below provides a summary of key performance and financial statistics. 

1998 1997 1996 1995 1994 

Notes ($ooo's) ($ooo's) ($ooo's) ($ooo's) ($ooo's) 

Net Sales 21 0,322 162,872 130,842 130,527 76,627 

Surplus before Abnormals,lnreresr & Tax 12,565 1 l,584 8,997 7,361 4,948 

Abnormals 525 122 1,196 402 

EBIT 2 12,565 11,059 8,875 6, 165 4,546 

Net Interest Cost 777 1,073 1,085 888 96 

Net Surplus (NPAT) 3 7,258 5,953 4,769 3,315 2,646 

Cash flow 4 11,059 8,871 7,326 5,699 3,852 

Net Tangible Assets 5 35,530 20, 197 19,75 0 16,215 14,900 

Net Debt 6 11 ,909 16,222 7,236 7,405 1 1,454 

Total Assets 89,823 64,791 45, 105 41,079 35,905 

EBIT Margin (before Abnormals) (%) 6.0 7.0 6.9 5.6 6.5 

Equity Ratio {%) 7 39 .6 31.2 43.8 39.5 41.5 

Return on NTA (%) 8 20.4 29.5 24.1 20.4 17.8 

Net Interest Cover (x) 9 16.29 10.80 8.29 8.29 51.54 

Earnings per Share (cps) 10 10.04 8.23 6.60 4.59 3.66 

Adjusted Earnings per Share (cps) 10, 11 10.04 8.96 6.77 6.24 4.22 

Cashflow per Share (cps) 10 15.30 12.27 10.13 7 .88 5.33 

NTA per Share (cps) I 0 49.27 27.94 27.32 22.43 20.61 

notes 

l. Abnormal items for the years ended 31 March 1996 and 31 March 1997 relate to flotation costs.Abnormal items for the year ended 

31 March 1994 related ro due di ligence costs with respect to an acquisition which did nor proceed, and in the year ended 3 1 

March 1995 related to restructuring costs on the purchase of Daily Freight. 

2. EBIT is defined as earnings before interest and rax. 

3. Net Surplus (NPAT) is net profit after tax, abnormals and minorities but before dividends. 

4. Cash flow is defined as NPAT plus amortisat ion of goodwill, depreciation and minorities. 

5 . Net Tangible Assets includes 75% of Lep International (NZ) Ltd and 75% of Lep International Pry Ltd. 

6. Net debt is long term plus short term debt less cash balances. 

7. Equity Ratio is Net Tangible Assets as a percentage of Tora! Assets. 

8 . Return on NTA is NPAT as a percentage of Net Tangible Assets. 

9 . Net Interest Cover is Surplus before Abnormals,lnreresr and Tax divided by Net Interest Cost. 

I 0. Per Share calculations are based on the current issued capital of 72.298 million Shares. 

11. Adjusted Earnings per Share figures are based on NPAT with abnormal items added back. 

m 



mainfreight proxy form 

I/We 

(full na mes in block letters) 

Of 

(full names in block letters) 

being a member/mem bers of Mainfreigh t Limi ted Hereby appoint' 

Full N ame of Prox 

Add ress 

or Failina him/her 

of 

as my proxy fo r me/us on my/our behalf at the Annual Meeting of Mainfreight Limited to be held on T hursday 30 July at 2.00pm, and 

at any adjournment thereof. 

Unless otherwise inst ructed below, the Proxy may vote as he o r she thinks fit or abstain from voting. Shou ld the shareholder(s) wish ro 

direct the Proxy how ro vote, please indicate with a tick in the ap propriate boxes below. 

resolutions 

Ordinary Business 

1. To receive the Financial Statements and Reports of Direcrors and Auditors. 

2. a) To re-elect the Hon. R. W. Prebble as a Director. 

h) To re-elect Mr C. J. Fernyhough as a Director. 

3. To authorise the Directors to fix the remuneration of the Auditors. 

4 . To authorise the company to provide an unlimited guarantee and indemnity in 

respect of the obi ligations of Lep International Pry Ltd (a Mainfreight subsidiary) 

to the Westpac Banking Corporation. 

Signed this _ __________ day of _______ ___ l 998 

For Against 

Usual Signarures(s) _ _ ____ _____ _ _ ___ _ _ _____ Number of Shares held ______ _ _ ___ _ ___ _ _ _ 

note 

All Shareholders are entitled to attend this meet ing and are entitled to vote. 

A member of Main freight Limited entitled to attend and vote is encirled to a proxy to attend and vo te on his/her behalf. A proxy need 

not be a member of Main freight Lim ited. To be valid , instruments appoin t ing a proxy m use be deposited at the registered office of 

Mainfreight Limited at 12-14 Southdown Lane, Penrose, Auckland, not less than 48 hours befo re the holding of the Annual Meeting. 

Jo in t holders shou ld all sign this form. Companies should execu te chis for m unde r common seal or by an offi ce or attorney duly 

authorised in accordance with their Const irution/Arcicles of Association. I f this form is executed under Power of Atto rney a Certi fi cate 

of Non-revocation of Power of Attorney together with a copy of the Power of Attorney, should be fo rwarded with ch is form if they have 

not already been produced to Mainfre ight Limited . 

change of address advice 

Previous Address 

Present Add ress 

* ff you w ish yo u may appo inc as your proxy "The Chai rm~ n of the Meeting''. 
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