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PROVIDER OF TRANSPORT
Generates revenue of $689 million
AND LOGISTIC SOLUTIONS

Achieves significant new contracts WITHIN OUR TAR GET
with Caltex

Completes acquisition of Aero Refuellers AND N
ND NEW ZEALAND .
Comcare Licence renewed for 8 years

Safety focus delivers better outcomes

Operating cash flow is $41.1 million
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On behalf of the Board of K&S Corporation, | am
pleased to present the Company’s Annual Report.

This year has been a difficult and challenging one for
the Company.

Our results have been impacted by the continued severe
downturn in the resource sector throughout Australia and
a softening of related chemical demand.

We have recorded a statutory after tax loss of $104.2 million
for the year ended 30 June 2016, this included pre tax
asset impairments of $115.3 million. The underlying profit
before tax was $5.4 million.

Operating revenue for the year was $688.8 million, a
decrease of 1.5% on the previous corresponding period.

Below is a econciliation of statutory loss before tax to
underlying profit before tax:

$m
Statutory loss before tax (109.9)
Impairment of intangibles 86.6
Impairment of physical assets 16.9
Impairment of receivables (Arrium) 11.8
Underlying profit before tax 54

We have written off intangible assets in the Australian
Transport CGU of $86.6 million. The non cash write off
was made up of $77.8 million of goodwill, $6.2 million
of brand names, $1.8 million customer contracts and
$0.8 million of software.

The carrying value of land and buildings surplus to our
requirements was also written down by $8.2 million.

We have also written down the carrying value of some
Western Australian based heavy haulage equipment that
has been impacted by the downturn in the resource sector.
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In addition we have written down the value of some further
surplus equipment. The total adjustment to the carrying
value of equipment was $8.7 million.

In March 2016, we completed an independent revaluation
of freehold land and buildings that resulted in an increase

to the asset revaluation reserve of $8.9 million for core land
and buildings.

Our underlying profit after tax was $3.9 million, 70.0 %
lower than the prior corresponding period.

Operating cashflow for the year was $41.1 million.

As a result of our largest customer Arrium entering into
Administration, we have written off the carrying value of our
receivable of $11.8 million. KordaMentha, the administrators
of the Arrium Group, have commenced a process to sell
the various divisions of Arrium. The timing and size of any
recoveries out of the administration of Arrium is unknown.

On a positive note, our Comcare self insurance licence
was extended by Comcare for a further eight years to
June 2024.

The performance of our New Zealand business continues
to improve, as have a number of our other business units.

The acquisition of Aero Refuellers has made a positive
contribution to the Group and will provide growth
opportunities.



d P
T
N Va

s'-n_—, B

f
i

WO

Cost reduction strategies have continued to be implemented
across the business. These include significant property
lease cost reductions, the rationalisation and replacement
of specified fleet, employee reductions and [T solutions
introduced to support customer service, operational
efficiencies and cost reduction initiatives.

Imports are still impacting the demand for locally
manufactured goods, which in turn reduces demand for
long haul transport services.

Our capital expenditure program has been targeted to
support new business growth, improve productivity and
reduce cost in our existing business.

Dividend

Given the challenging year and the uncertain near term
outlook the Director’s have decided not to declare a final
dividend (last year 3.5 cents per share). This follows the
interim dividend of 1.5 cents per share paid in April 2016,
making a total dividend of 1.5 cents per share for FY16.

K&S CORPORATION LIMITED

Outlook
Providing earnings guidance for FY17 remains difficult.

On a positive note we are still well placed with a sound
balance sheet, low gearing and secure customer contracts.

K&S continues to review the industry segments in which
it operates as well as the ways in which K&S presents its
diverse service offerings to the market. K&S aims to
position itself within market segments that offer growth,
an ability to differentiate, acceptable risk profiles and
sound returns on capital.

K&S has an excellent asset base, geographic footprint,
systems and technology, and functional expertise. We aim
to use those strengths to provide sustained organic growth.

Opportunities for potential acquisitions will also be closely
evaluated within strategic guidelines.

On behalf of the Board, | thank our customers, suppliers
and employees who have contributed to the business.

In particular, | thank the senior management team, led

by Paul Sarant, for their commitment and dedication under
difficult and challenging conditions.

/%%Mm

Tony Johnson
Chairman
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VE
TING REVEN
OPERN $688.8m

2016 2015 % change 2016 w— $699.2m

2015 $586.2m

Revenue $m 688.8 699.2 (1.5)
: . X 2014 ’ $564.8m
Operating profit before interest, $m (63.9) 62.7 (202.1)
tax and depreciation 2013 $554.8m
Operating profit before interest and tax $m  (102.8) 26.1 (494.5) i
Statutory profit before tax $m  (109.9) 18.8 (684.6)
Less non-recurring fraud related recovery ~ $m 0.0 1.7 = o\’E\‘A““G CASH FLOW .

Less impairments $m 1153 - -
Add back reorganisation costs $m 0.0 s - 2016 — $48.1m

Underlying profit before tax $m 5.4 18.4 (70.7) 2015 / $47.3m

Underlying profit before interest and tax $m 12.5 26.1 (52.1) . $46.4m
Underlying profit before interest, tax $m 51.3 62.7 (18.1)
and depreciation 2013 $38.9m
Underlying profit after tax $m 3.9 13.3 (70.9) A
Total assets $m 4450 536.3 (27.0) . “N‘E“o\_niks! FUNDS
Net borrowings $m  106.9 98.1 9.0 SR
Shareholders’ funds $m  199.4 294.6 (32.3) 2016 $294.6m
Depreciation and amortisation $m 38.9 36.6 (6.2) 2015 / $287.2m
EPS based on underlying profit after tax ~ cents 3.2 111 (71.9) 2014 $239.6m
Dividends per share cents 15 7.0 (78.6) 2013 $224.9m
Net tangible assets per share $ 1.59 1.73 (8.1) 1o
Operating cash flow $m 41.1 48.2 (14.6)
Gearing % 34.9 25.0 (39.6) GEARING o
Employee numbers 2,034 2,004 15 /—
o\ 25.0%
Lost time injuries 33 32 3.1 2016 .
Lost time injuries frequency rate 7.0 8.0 (12.5) 2015 25.2%
2014 17.6%
2013 21.6%
2012
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It has been a difficult and challenging
year with resource revenues declining in
several key businesses.

Our Western Australian resource based operation has seen
revenue decline 36.3%, whilst Chemtrans revenue declined
9.4%. These reductions were caused by the pull back of
the major miners in response to the substantial decline in
commodity prices.

As a result of this our Western Australian resource

operation realised a loss for the year. We have continued
reducing the cost base of this business, but due to its large
geographic footprint and high fixed costs associated with
the supporting infrastructure, the decline has been steep.

Chemtrans volumes have also declined as two North
Queensland mines were placed on care and maintenance
and our chemical transport service reduced.

Activity of our Bunbury timber business suffered as a result
of the decline in commodity prices and softer demand.

On the eastern seaboard one of our large customers Arrium
was placed in voluntary administration on 7 April 2016.
We have continued to provide services to Arrium since
they have been in administration, and have experienced
increased activity on the back of strong demand in the
construction industry. We have elected to write off our
pre-administration debt with Arrium of $11.8 million.

On a positive note we had a number of businesses that
performed above expectation. These included DTM, K&S
Fuels and New Zealand.

We acquired the business of Aero Refuellers in
November 2015.

The Albury based business was formed fifteen years ago
and supplies, manages and operates a number of aviation
refuelling facilities, predominantly at airfields in regional
New South Wales and Victoria. It also provides services
to regional service providers Rex and Qantas Link.
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Managing Director
K&S Corporation Limited

Aero Refuellers also supports aerial fire fighting activities in
several states including New South Wales, Victoria, South
Australia and Tasmania.

Since acquisition Aero Refuellers has exceeded our
expectations and we anticipate that it will provide growth
opportunities to the Group.

During the year continued our cost reduction and new
business growth strategy in response to difficult market
conditions. This is a continuation of our previous years’
strategic initiatives.

This focussed approach has seen us emerge as a sharper,
lower cost organisation in what is a tough trading cycle.

At the same time as achieving substantial cost reductions
across the workforce, fleet, property and operations,

we have also successfully implemented organic and non-
organic growth initiatives which resulted in new contracts
being won and existing contracts extended.

These key strategic measures have allowed us to maintain
market share in a highly competitive environment affected
by the resource sector downturn, buying pattern and
modal changes.

Approximately $25 million worth of new contracts was
won during the financial year offsetting revenue shrinkage
including with industry leaders such as OneSteel

and Caltex, which was a solid result given the highly
competitive marketplace.
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MANAGING DIRECTOR'S report

Late last year our rail haulage agreement with Pacific
National expired. Following a detailed review conducted
over a number of months, we decided to transition our
rail services to Aurizon with effect from the beginning of
September 2016.

We are confident that the new relationship with Aurizon
will provide the ability to grow our rail business with further
geographical options. We will be a foundation customer
of the Aurizon Port Botany IMEX rail shuttle service.

The shuttle service will move containers daily from the
Port to Enfield via rail to Aurizon’s new intermodal terminal
which is adjacent to our Sydney intermodal terminal.

In line with the Group’s increased business development
focus, the new K&S Energy division is realising strong
growth. In late September 2016 K&S Energy was also
awarded a 5-year contract with Kleenheat for the transport
of LPG and LNG products in Western Australia.

The New Zealand operations continued to expand, with
further expansion of activity into the South Island.

Our new Christchurch intermodal facility has operated well.
We expect continued growth in this market.

Good fishing and agricultural seasons underpinned a
strong year for our K&S Fuels division.

The successful integration of NTFS with K&S Freighters has
provided new markets, with Adelaide site rationalisations
also generating efficiency gains.

Safety remained a priority across the Group with the

Lost Time Injury Frequency Rate (LTIFR) remaining stable,
and concerted efforts across the Group to limit the total
number of safety incidents.

6 K&S CORPORATION LIMITED annual report 2016
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Investment in fleet upgrades and Information Technology
continued with flow-on efficiency benefits generated.

With the business improvement initiatives currently
underway, K&S is a much leaner and more agile company
than it was two years ago. We are also better positioned
to pitch for tenders in new business markets, and

to capitalise on growth opportunities when economic
conditions improve.

Business Development

New contract wins, the renegotiation and extension of
existing contracts as well as increased investment in the
Group’s business development activities were among
the highlights of the past financial year.

The new multi-modal facility at Christchurch in New
Zealand is delivering greater business opportunities than
originally anticipated. The warehouse facility in Brisbane
has opened the door to increased opportunities and the
acquisition of Northern Territory Freight Service has allowed
K&S Freighters to continue to grow its national footprint.

While a number of new contracts were awarded across
the business streams, significant work was undertaken
to secure existing client relationships with various
major long-term contracts re-negotiated, or extended
during 2015/16.

As part of the Group’s growth strategy, our business
development team has been expanded, building on the
improved processes and structures put in place 18 months
ago which are now realising improved success.
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MANAGING DIRECTOR'S report
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While economic conditions impacted the K&S Freighters

business, the year is highlighted by continued consolidation.

The previous year’s strong business development growth
was only partially able to shield the business from tough
trading conditions.

Our traditional customer base continues to compete with
imported products and thus a change in supply chain,
with long linehaul (road/rail) now being substituted in many
instances by import/local distribution models.

The infrastructure of K&S Freighters allows the business
to offer customers all facets of the supply chain, and
during the year a focus was on highlighting that K&S
Freighters is capable and provides numerous options to
handle import/export volumes right around the country.

During the year we consolidated the NTFS and K&S
Freighters operations in Adelaide, and the benefits are
being realised.

Our K&S Freighters network is now taking advantage of
the National Network for existing customers. We are now
operating services from Perth to Darwin via Kununarra,
as well as from the East Coast to Darwin.

Our investment in Company fleet continues as planned
and on target as we are close to 75% completed in our
linehaul fleet replacement program, started last year
and due for completion in early 2017. Each of our new
linehaul fleet comes standard with advanced fatigue and
on board safety management technology.

% K&S CORPORATION LIMITED annual report 2016
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A significant new contract to deliver chemicals and fuel
to one of Australia’s largest mine sites and improved
opportunities in Gladstone underwritten by activities in
LNG were highlights of the 2015/16 financial year.

The integration of Scott Corporation is now complete with
its incorporation into the Group self-insurance scheme for
workers compensation.

Following a strong first quarter, Scott Corporation was
noticeably impacted by closures and interruptions to
production at a number of major customer sites.

Coal volumes increased in the last quarter of the financial
year which improved the performance of the business unit.

We are replacing the bulk of the coal fleet during the
second and third quarter of the new financial year. This will
reduce the maintenance cost and improve the productivity
of the fleet.
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New Zealand

Strong activity levels across core markets and increasing
domestic volumes saw the New Zealand business post its
strongest year on record.

Steel volumes remain robust with ongoing cartage
undertaken with NZ Steel. This significant contract is
progressing well with additional efficiency benefits
generated through the continuous improvement program
and the provision of new vehicles with improved
operating efficiencies.

Higher commercial and residential construction activity in
Auckland in recent months is impacting positively on steel
transport demand. We expect continued strong demand
in the medium term as the Christchurch redevelopment
progresses.

Work in the timber sector has also increased as a result of
strong demand, particularly from the domestic market.

Positive growing season conditions were behind a 20%
rise in Kiwifruit volumes while we retained market share in
the competitive dairy sector.

We expanded our NZ fleet by 12% during the year.

The continuous vehicle replacement program is ensuring
we are well placed to take advantage of the new load
limits as more routes become available.

A new information technology platform is being progressed
involving state-of-the-art track and trace capabilities which
will deliver further benefits to K&S and customers. This IT
system has been implemented in the South Island and
will be rolled out across the North Island early in the new
financial year.
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Strong second half transport volumes and warehousing
activity saw DTM overcome a subdued first half to finish
the financial year in a solid position.

Oil and lubricant volumes remained steady during the year.

A change in the volume profile with CHEP is helping the
cycle. The client’s demand for transport services in NSW
is growing and incremental volumes in Victoria are also
strengthening. DTM has also provided increased pallet
storage in Queensland, NSW and Victoria.

Air Liquide ran a competitive tender for its transport
services and pleasingly we were re-awarded all major
previous components.

REGAL
SERVICE ALL THEWAY | TRANSPORT W

Suppressed economic conditions in Western Australia
continued to reduce northern volumes for Regal.

General freight and heavy haulage volumes have been
impacted by declining demand from a mining sector
dealing with lower commodity prices, particularly for iron
ore. At the same time more oil and gas facilities have
moved into the production phase and several mines were
placed into care and maintenance programs.

In response, we have continued to streamline operations
significantly to reduce costs, including a substantial
reduction in the size of the workforce.

The move to Hazelmere was to reduce costs.

The consolidation of local operations on this new site is
consistent with our migration to a more integrated and
streamlined approach by K&S to its” WA business.

%'0 K&S CORPORATION LIMITED annual! report 2016

The K&S Energy division was established in September
2015. Two additional major contracts were secured in
quick succession. We now service several other major
customers.

Our aim is to become a leading energy transporter
based on our commitment to safety, the technology and
innovation we bring to the market, and the strategic
partnerships we develop with our clients.

We expect to realise continued growth in fuel transport,
with an expansion into the LPG and LNG markets in 2017.

K&S Fuels
Diesel sales across K&S Fuels distribution business
remained strong during the financial year.

Demand from the farming sector was driven by warmer
conditions over the summer period.

Diesel supply to the fishing fleet at Port MacDonnell,
South End, Beachport and Cape Jaffa was also strong.




This will continue in line with the Fishing Associations’
commitment to the sustainable management of rock
lobster quotas over the long term.

K&S Fuels new refuelling facility at Port MacDonnell wharf,
and nearby town supply, was completed.

Retail growth included the addition of a further three
service stations.

NTFS* =

NTFS was integrated into the K&S Group during the
2015/16 financial year.

Under K&S ownership, NTFS has leveraged the Group’s
broader relationships to diversify and offer a variety of new
services to customers. The larger K&S Group structure
has given NTFS staff additional opportunities to progress
their careers.

With the assistance of Regal, NTFS has expanded into
new markets in North West Western Australia, providing
services between Darwin, Kununurra and also linking
through to Perth.

A major contract win with a large fuel distribution
company and new customer contracts with primary
industry producers from regional locations were among
the highlights during the year.

A focus on safety enhancements and operational
efficiencies has predicated the purchase of new linehaul
and local fleet equipment, as part of the Group’s ongoing
fleet replacement program.

Declines in the resources sector and the domestic market
are adversley impacting volumes.

Safety

K&S Corporation’s commitment to workplace health
and safety was recognised with our self-insurance
licence under the Comcare system being extended for
another eight years.

This involved a significant amount of work including
consultation with workers, a comprehensive schedule
of external audits for claims, rehabilitation, safety

and prevention, and submission of all necessary
documentation and requirements in order to satisfy
licence conditions.

The eight-year extension from the Safety Rehabilitation
and Compensation Commission is a major milestone.
It follows changes from the previous limit of four

years and is testimony to the strength and commitment
of K&S Corporation’s workplace health and safety
standards.

The development of an in-house electronic incident
and reporting system, IRIS, was another major highlight
of the year.

IRIS has replaced the previous paper-based system,
resulting in key efficiencies, providing greater visibility and
creating an end-to-end solution that includes the tracking
of corrective actions and improved reporting.

K&S CORPORATION LIMITED annual report 2016 %}
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We maintained our strong commitment to safety with the
Lost Time Injury Frequency Rate (LTIFR) reducing.

The random drug and alcohol testing program was
expanded to include new businesses acquired during
the year.

As part of the planning process to update the K&S Group
HS&E plan for the following year, participants of the

external self-insurance licence audit were invited to share
their experiences during the K&S annual HS&E conference.

This was an opportunity to understand how we performed
in relation to the audit process, including what we did well
and areas for improvement.

This was a useful learning opportunity that assisted in
HS&E planning and understanding future requirements.

Other activities during the year included completing the
integration of Scott Corporation and Aero Refuellers
operations under the K&S Comcare licence.

Human Resources

Facilitating labour integration and building workforce
flexibility within the various business units has been a key
focus of the past financial year.

This approach, which is allowing K&S to best utilise its
resources, is generating benefits across the Group

and has supported West Australian and South Australian
business amalgamations.

The addition of Aero Refuellers to the broader Group
has also been well supported and provides further
opportunities within the Group.

%fL K&S CORPORATION LIMITED annual report 2016
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External economic factors and competitive pressures
have required that we continue to pursue greater
workforce efficiencies.

Through targeted workforce consolidation, labour costs
have been reduced nationally to continue to best align
operations with the prevailing economic conditions,
particularly in WA. We continue to manage employee
wage expectations in a depressed labour market.

Labour turnover continues to decline, and strong levels
of skill and experience are being retained and developed
within the Group through positive initiatives such

as employee development and competency training,
particularly in the key areas of safety and compliance.

Environment

We made further environmental and energy efficiency
improvements during the year.

During the year a total of $51.7 million was spent on
the upgrading and modernisation of the fleet to highest
emission standards currently available.

Since the introduction of the program in 2003, vehicle
emission reductions of 65% NoX and 84% particulate
matter have been recorded.

We achieved a reduction in energy consumption in
2014/15. We generated a total of 162,000 tonnes of
carbon dioxide equivalent compared with 165,000 tonnes
the previous year.



Compliance

K&S maintained its ISO 9001 accreditation while

commencing a three-year transition to the new standards.

We are currently reviewing our systems as a first step to
meeting the new requirements.

All relevant accreditations were maintained including
WA Main Roads accreditation, National Heavy Vehicle
Accreditation Scheme — Mass, Maintenance and Basic
Fatigue Management, accreditation for Food Safety/
HACCP and TruckSafe accreditation.

Following the acquisition of Aero Refuellers, this business
is now being integrated into our management systems.

Summary

Whilst the Group’s financial result was disappointing,
a number of key business units have improved their
performance significantly.

Specific cost reduction and business improvement
strategies, some of which we highlighted last year, have
continued to be progressed.

We have been consistent in realising these changes over

the previous two year period. They include property lease

cost reductions, site rationalisation, the rationalisation
and replacement of specific motorised fleet, employee
reductions and the introduction of new IT systems to
support customer service and operational efficiency, and
cost reduction initiatives.

We will continue to seek both organic and acquisition
growth opportunities in market sectors that generate
acceptable returns. Potential acquisition opportunities
will be pursued within our strategic guidelines.

Our strong focus on cash flow will be maintained.

Our capital expenditure program has been targeted
to support new business growth, improve productivity
and reduce costs in our existing business.

We have maintained a sound balance sheet with
low gearing.

We will continue to focus on the improvement of our
safety performance, revenue growth and reduction of
our operating costs. We have a target to reduce all
safety incidents by 30% within a year.

Ultimately we aim for an LTIFR of zero. We recognise the
enormous commitment required to achieve this goal, and
proactively embrace the challenge.

| would like to take this opportunity to express my sincere
thanks to all the employees, and supporters of K&S,

who set against tough market conditions, have worked
exceptionally hard to continue the improvement of

our Company.

frfu

Paul Sarant
Managing Director and CEO
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The Directors of the Company in
office at the date of this report,
together with particulars of their
qualifications, experience and
special responsibilities are set
out below.

Tony Johnson Chairman

Age 69, Director since 1986

Tony Johnson BA, FAICD, LLB, LLM
(Companies & Securities), is a lawyer and
an accredited mediator. Mr Johnson
is a founder and former Chairman

of the national law firm Johnson
Winter & Slattery. He has worked
extensively in the corporate advisory
and commercial disputes area.

Mr Johnson is also Chairman of AA
Scott Pty Ltd, the largest Shareholder
of K&S Corporation Limited

and Deputy Chairman of Adelaide
Community Healthcare Alliance.

Member of:

® Environmental Committee
(Chairman)

® Nomination and Remuneration
Committee

® Audit Committee

'&A K&S CORPORATION LIMITED annual report 2016

Paul Sarant Managing Director
Age 48, Director since 2014

Paul Sarant, Bachelor of Engineering
(B.Eng.), has extensive experience in
the transport and logistics sector.

Mr Sarant held the position of
Executive General Manager DTM

for seven years at K&S Corporation
prior to his appointment as Managing
Director.

Before that, Mr Sarant occupied a
range of senior management roles,
including general management

and senior logistics roles, in the
course of his fifteen years at Amcor
Printing Paper Group/PaperlinX and
former General Manager at Spicer
Stationery Group.

Member of:

® Environmental Committee



Legh Winser

Age 68, Director since 2013

Legh Winser is a former Managing
Director of the Company, a position
which he held for 14 years. He has
extensive knowledge of the transport
and logistics industry with more than
40 years experience.

Mr Winser is also an alternate director
of several companies with the Scott
Group of Companies.

Member of:

® Environmental Committee

e Nomination and Remuneration
Committee

K&S CORPORATION LIMITED

Ray Smith
Age 69, Director since 2008

Ray Smith FCPA, FAICD, Dip Com, is
a Director of listed entity Cleanaway
Waste Management Ltd. He is also
a former Director of Warrnambool
Cheese and Butter Factory Company
Holdings Limited and Crowe Horwath
Australasia Ltd. Mr Smith is a
director of Hy-Line Australia Pty Ltd
and Metro Quarry Group Pty Ltd and
a trustee of the Melbourne and
Olympic Parks Trust.

Mr Smith brings a wealth of corporate
and financial experience in the areas
of strategy, acquisitions, treasury and
capital raising.

Member of:

® Audit Committee (Chairman)
® Nomination and Remuneration
Committee (Chairman)

.

S

Secretary

Chris Bright

BEc, LLB, Grad Dip CSPM, FCIS
Age 45, Secretary since 2005

Chris Bright has held the position of
General Counsel for 14 years.

Mr Bright was admitted as a
solicitor in South Australia in 1997.
He also has experience working in
private practice in Adelaide,
principally in commercial dispute
resolution.

Retired Director

Greg Boulton AM Deputy Chairman
(Resigned 31 August 2015)

Age 66, Director from1996 to 2015

Greg Boulton BA (Accountancy), FCA,
FCPA, FAICD is Chairman of private
equity fund Paragon Equity Limited,
Chairman of Southern Gold Limited,
Director of Statewide Superannuation
and holds board positions on a
number of privately owned companies.
He has over 35 years experience in
the transport related industry.

Member of:
® Audit Committee

® Nomination and Remuneration
Committee (Chairman)
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($A Millions unless

%’6 K&S CORPORATION LIMITED annual report 2016

\ otherwise indicated) 2016 Variatir;z 2015 2014 2013 2012
Group Revenue 688.8 (1.5) 699.2 586.2 564.6 554.8
Operating Profit before Individually
Significant Items, Interest and Tax 12.5 (52.1) 26.1 18.6 27.8 30.5
Underlying Profit Before Tax 5.4 (70.7) 18.4 - - -
Underlying Profit After Tax 3.9 (70.9) 13.3 - - -
Individually Significant Items 115.3 - - - - -
Statutory Operating Profit Before
Interest and Income Tax (102.8) (495.5) 26.1 18.6 27.8 30.5
Interest Expense 7.1 (2.5) 7.2 6.2 5.5 7.1
Statutory Profit Before Tax (109.9) (684.6) 18.8 12.4 22.3 234
Income Tax Expense (5.7) (204.2) 585 3.6 6.4 7.0
Statutory Operating Profit after Tax ~ (104.2) (883.3) 183 8.9 15.9 16.4
Dividends per Share (cents) i35 (78.6) 7.0 6.0 11.0 11.0
Paid Up Capital 52,5 8.8 147.7 145.4 101.2 97.7
Shareholders Funds 199.4 (32.3) 294.6 287.3 239.6 224.9
Total Assets 445.0 (17.0) 536.3 540.6 403.7 401.0
Net Tangible Assets
(book value) per Share $1.59 (8.1) $1.73 $1.69 $1.85 $1.75



The Directors’ present their report,
together with the consolidated financial report
of K&S Corporation Limited (the “Company")

and the consolidated entity, for the year ended
30 June 2016 and the Auditor’s Report thereon.

Principal Activities

The principal activities of the consolidated entity during the
course of the financial year were transport and logistics,
contract management, warehousing and distribution, and
fuel distribution.

There were no significant changes in the nature of the
activities of the consolidated entity during the year.

Operating and Financial Review

The Board presents the 2016 Operating and Financial
Review, which has been designed to provide Shareholders
with a clear and concise overview of the Company’s
operations, financial position, business strategies and
outlook. The review complements the financial report and
has been prepared in accordance with the guidelines set
out in ASIC RG247.

The consolidated profit for the year attributable to the
members of K&S Corporation Limited (“K&S”) is shown in
the next column, along with comparative results for 2015.

K&S is a mid-sized logistics company, recognised as a
leader in the development and provision of specialist
logistics solutions for customers. The Group operates in
the Australian and New Zealand markets. Its success is
underpinned by a strong focus on safety, service and
continuous improvement.

Financial Overview % Movement
Operating revenue $m 688.8 699.2 (2.5)
Operating (loss)/profit after tax  $m (104.2)  13.3 (883.5)
Underlying profit before tax and

after significant items* $m 54 184 (70.7)
Underlying profit after tax and

significant items $m 39 130 (70.0)
Net borrowings $m 1069  98.1 9.0
Shareholders’ funds $m 199.4 2945 (32.3)
Earnings per share (basic) cents (87.0) 114 (863.2)
Earnings per share based on

underlying profit before tax ~ cents 45 157 (71.3)
Earnings per share based on

underlying profit after tax cents 32 111 (71.2)
Dividends per share cents 15 7.0 (78.6)
Net tangible assets per share $ 159 173 (8.1)
Cash flow per share $ 034 041 (17.2)
Return on Shareholders’ funds % (52.0) 45 (1255.6)
Gearing % 349 250 39.6

This year has been a difficult and challenging one for the
Company.

Our results have been impacted by the severe downturn

in the resource sector in our Western Australia businesses,
Scott Corporations operations and our Manufacturing
support business.

! Underlying profits and earnings per share based on underlying profits are categorised as non-IFRS
financial information and therefore have been presented in compliance with ASIC Regulatory Guide
230 - Disclosing non-IFRS information, issued in December 2011. Underlying adjustments have been
considered in relation to their size and nature, and have been adjusted from the Statutory information
for disclosure purposes to assist readers to better understand the financial performance of the
underlying business in each reporting period. These adjustments include the fair valuation adjustments
to both intangibles and physical assets. The exclusion of these items provides a result which, in the
Directors’ view, is more closely aligned with the ongoing operations of the Consolidated Group.

The non-IFRS information has not been subject to review by the auditor.

K&S CORPORATION LIMITED annual report 2016 %'/( B



DIRECTORS report

We have recorded a statutory after tax loss of $104.2 million
for the year ended 30 June 2016, this included pre tax
asset impairments of $115.3 million. The underlying profit
before tax was $5.4 million.

Operating revenue for the year was $688.8 million, a
decrease of 1.5 % on the previous corresponding period.

Reconciliation of statutory loss before tax to underlying
profit before tax:

Statutory loss before tax (209.9)
Impairment of intangibles 86.6
Impairment of physical assets 16.9
Impairment of receivables (Arrium) 11.8
Underlying profit before tax 5.4

We have written off intangibles assets in the Australian
Transport CGU of $86.6 million.

The carrying value of land and buildings was also written
down by $8.2 million.

We have also written down the carrying value of some
Western Australian based heavy haulage equipment that
has been impacted by the downturn in the resource sector.
In addition we have written down the value of some
surplus equipment. The total adjustment to the carrying
value of equipment was $8.7 million.

In March 2016, we completed an independent revaluation
of freehold land and buildings that resulted in an increase
in the asset revaluation reserve of $8.9 million for core land
and buildings.
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Our underlying profit after tax was $3.9 million, 70.0 %
lower than the corresponding period.

Operating cashflow for the year was $41.1 million.

As a result of the Administration of our largest customer
Arrium we have written off the carrying value of our
receivable of $11.8 million. KordaMentha the administrators
of the Arrium Group have commenced a process to sell
the various divisions of Arrium. The timing and size of any
recoveries out of the administration of Arrium is unknown.

On a positive note our Comcare self insurance licence
was extended by Comcare for a further eight years to
June 2024.

The performance of our New Zealand business continues
to improve, as have a number of our other business units.

The acquisition of Aero Refuellers has made a
positive contribution to the Group and will provide
growth opportunities.

Cost reduction strategies have continued to be
implemented across the business. These include significant
property lease cost reductions, the rationalisation and
replacement of specified fleet, employee reductions and IT
solutions introduced to support customer service,
operational efficiencies and cost reduction initiatives.

Imports are still impacting the demand for locally
manufactured goods, which in turn reduces demand for
long haul transport services. Our capital expenditure
program has been targeted to support new business
growth, improve productivity and reduce cost in our
existing business.



During the course of the year, we acquired fleet totaling
$51.7 million. Funding of this equipment was $36.4 million
via hire purchase agreements and the balance of $15.3
million was settled from our cash reserves.

Our net asset position decreased by 32.3% to $199.4
million, largely as a result of impairment charges.

The Foreign Currency Reserve increased in value by
$1.15 million during the vyear.

The loss after tax of $104.2 million for FY16 was offset by
dividends paid of $5.9 million (Final FY15 and Interim FY16).

Under the Employee Share Scheme and the Dividend
Reinvestment Plan $4.4 million of new shares were issued
in FY16.

Dividend

The Directors have decided not to declare a final dividend
(last year 3.5 cents per share).

This follows the interim dividend of 1.5 cents per share
paid in April 2016, making a total dividend of 1.5 cents
per share for FY16. This represents an annualised yield
of 1.5%.

Outlook

Providing earnings guidance going forward remains a
difficult task.

We are well placed with a sound balance sheet, low
gearing and secure customer contracts.

Opportunities for potential acquisitions will also be closely
evaluated within strategic guidelines.

Significant Changes in the State of Affairs

Significant changes in the state of affairs of the consolidated
entity during the financial year were as follows:

On 2 November 2015, K&S Corporation Limited acquired
the business and assets of Aero Refuellers (“AR”).

This has provided the opportunity to expand its current
transport and fuel operations into the aviation sector, and
is complementary to K&S’ existing service offering and
skill-sets. AR supplies, manages and/or operates a number
of aviation refueling facilities, largely at airfields throughout
regional New South Wales and Victoria. AR is expected to
generate annual revenue in excess of $20 million.

On 7 April 2016, our largest customer Arrium was placed
in voluntary administration. Working with the administrators,
KordaMentha we have continued to provide transport
services to the Arrium Group. Director’s have decided to
write off the carrying value of our receivable of $11.8 million
excluding GST. The administrators of the Arrium Group
have commenced a process to sell the various divisions of
Arrium. The timing and size of any recovery is unknown.
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General Disclosures

K&S Corporation Limited is a company limited by shares
that is incorporated and domiciled in Australia.

Directors

The Directors of the Company in office at any time during
or since the end of the financial year are:

Tony Johnson Chairman

Paul Sarant Managing Director

Greg Boulton AM Deputy Chairman - resigned 31 August 2015
Legh Winser

Ray Smith

Secretary - Chris Bright

With the exception of Mr Sarant, all Directors are
Non-Executive Directors. Particulars of Directors’
qualifications, experience, special responsibilities and
other relevant Directorships are on page 14-15 of the
Annual Report.

Director Directors’ Meetings
No. attended No. held No. attended
Mr T Johnson* 11 11 3
Mr G Boulton** 2 11 1
Mr R Smith 11 11 4
Mr P Sarant 11 11 -
Mr L Winser 11 11 -

*  Appointed August 2015 - Audit Committee
** Resigned 31 August 2015

Audit Committee
Meetings

No. held

| Chemtrans

Directors’ Interests

The beneficial interest of each Director in their own name
in the share capital of the Company shown in the Register
of Directors' Shareholdings as at the date of this report is:

Ordinary Shares
40,637
60,000

Mr L Winser
Mr P Sarant

Directors of the Company have relevant interests
in additional shares as follows:
Ordinary Shares

Mr T Johnson 511,336
Mr L Winser 1,166,285
Mr R Smith 41,633
Mr P Sarant 126,603

Directors’ Meetings

The number of Directors' meetings (including meetings
of Committees of Directors) and number of meetings
attended by each of the Directors of the Company during
the financial year were:

Nomination and Environmental Committee

Remuneration Meetings
Committee Meetings
No. attended No. held No. attended No. held
1 1 4 4
- 1 - -
1 1 - -
- 4 4
1 1 4 4

In addition to the 11 regular meetings there were a further five Directors’ meetings held outside the normal monthly board

meeting cycle.
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Indemnification and Insurance of
Directors and Officers

Indemnification

The Company indemnifies current and former Directors,
Executive Officers and the Secretaries of the Company
and its controlled entities against all liabilities, costs and
expenses to another person (other than the Company or a
related body corporate) to the maximum extent permitted
by law that may arise from their position as Directors,
Executive Officers and Secretaries of the Company and its
controlled entities, except where the liability arises out of
conduct involving a lack of good faith.

Insurance Premiums

Since the end of the previous financial year, the Company
has paid insurance premiums of $55,503 in respect of
Directors’ and Officers’ Liability insurance contracts for
current and former officers, including Directors, Executive
Officers and the Secretaries of the Company and its
controlled entities. The insurance premiums relate to:

® Costs and expenses incurred by the relevant officers
in successfully defending proceedings, whether civil or
criminal; and

e (Other liabilities that may arise from their position, with
the exception of conduct involving a wilful breach of
duty or position to gain a personal advantage.

The Officers of the Company covered by the policy include
the current Directors: T Johnson, L Winser, R Smith and

P Sarant. Other officers covered by the contract are
Executive Officers and the Secretaries of the Company and
Directors and the Secretaries of controlled entities (who are
not also Directors of the Company), General Managers and
other Executive Officers of controlled entities.

Indemnification of Auditors

To the extent permitted by law and excluding in
circumstances of negligence, the Company has agreed to
indemnify its Auditors, Ernst & Young, as part of the terms
of its audit engagement agreement against claims by third
parties arising from the audit (for an unspecified amount).
No payment has been made to indemnify Ernst & Young
during or since the financial year.

Tax Consolidation

Effective 1 July 2002, for the purposes of income

taxation, K&S Corporation Limited and its domestic based
100% owned subsidiaries formed a tax consolidated
group. Members of the Group entered into a tax sharing
arrangement in order to allocate income tax expense to the
wholly owned subsidiaries on a pro-rata basis. In addition,
the agreement provides for the allocation of income tax
liabilities between the entities should the head entity default
on its tax payment obligations.

B fLrL K&S CORPORATION LIMITED annual report 2016

Corporate Governance

In recognising the need for the highest standards of
corporate behaviour and accountability, the Directors of
K&S Corporation Limited support the principles of corporate
governance. The Company’s Corporate Governance
Statement commences on page 32 of the Annual Report.

Rounding Off

The Company is of a kind referred to in ASIC Corporations
(Rounding in Financial/Directors’ Reports) Instrument
2016/191 dated 24 March 2016 and in accordance with
that legislative instrument, amounts in the Financial Report
and Directors’ Report have been rounded off to the nearest
thousand dollars, unless otherwise stated.

Auditor Independence and
Non-Audit Services

The entity’s Auditor, Ernst & Young have provided the
economic entity with an Auditors’ Independence Declaration
which is on page 97 of this report.

Non-Audit Services

The following non-audit services were provided by the
entity’s Auditor, Ernst & Young. The Directors are satisfied
that the provision of non-audit services is compatible with
the general standard of independence for auditors imposed
by the Corporations Act. The nature and scope of

each type of non-audit service provided means that auditor
independence was not compromised.

Ernst & Young received or are due to receive the following
amounts for the provision of non-audit services:

Tax assistance and

Business acquisition assistance . . . ... ..... $23,400
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This remuneration report outlines the Director and
Executive remuneration arrangements of the Company
and the Group in accordance with the requirements of
the Corporations Act 2001 and its Regulations.

For the purposes of this report, Key Management
Personnel (KMP) of the Group are defined as those persons
having authority and responsibility for planning, directing
and controlling the major activities of the Company and
the Group, directly or indirectly, including any Director
(whether executive or otherwise) of the parent company.

For the purposes of this report, the term executive
encompasses the Managing Director, Senior Executives,
General Managers and Secretaries of the Parent and the
Group. Details of the Key Management Personnel are:

ii) Executives

i) Directors
Mr T Johnson  Non-Executive Chairman
Mr G Boulton Non-Executive Deputy Chairman
(Resigned 31 August 2015)
Mr R Smith Non-Executive
Mr L Winser Non-Executive
Mr P Sarant Managing Director

Mr B Walsh Chief Financial Officer

Mr C Bright General Counsel & Company Secretary

Mr S Hine Executive General Manager
Business Development

Mr S Skazlic Executive General Manager
HS&E/Compliance

Ms K Evans Executive General Manager
Human Resources

Mr P Dale General Manager K&S Energy
(Appointed 19 November 2015)

Mr R King Executive General Manager
Western Australia

Mr D Keane Executive General Manager
Scott Corporation

Mr G Price Executive General Manager Commercial
(Appointed 24 August 2015)

Mr M Kohne Executive General Manager DTM

Mr G Beurteaux

Executive General Manager K&S Freighters
(Resigned 22 February 2016)

Remuneration Philosophy

The performance of the Company depends upon the quality
of its Directors and Executives. To prosper, the Company

must attract, motivate and retain highly skilled Directors and
Executives. To this end, the Company adopts the following

key principles in its remuneration policy:

® Remuneration is set at levels that will attract and
retain good performers and motivate and reward
them to continually improve business performance.

® Remuneration is structured to reward employees for
increasing Shareholder value.

® Rewards are linked to the achievement of business
targets.

The Nomination and Remuneration Committee

The Nomination and Remuneration Committee of the
Board of Directors of the Company is responsible for
reviewing compensation arrangements for the Directors,
the Managing Director and the Senior Management team.

The Nomination and Remuneration Committee assesses
the appropriateness of the nature and amount of
remuneration of Directors and Senior Managers on a
periodic basis by reference to relevant employment
market conditions, with the overall objective of ensuring
maximum stakeholder benefit from the retention of a
high quality Board and Executives.

While the Nomination and Remuneration Committee
reviews the remuneration paid to Non-Executive
Directors and the Managing Director, and the aggregate
remuneration paid to the Senior Management team,

the Board of Directors has ultimate responsibility for
determining these amounts.

Remuneration Structure

In accordance with best practice corporate governance,
the structure of Non-Executive Director, Executive
Director and Senior Manager remuneration is separate
and distinct.

Non-Executive Director Remuneration

Objective

The Board seeks to set aggregate remuneration at a level
which provides the Company with the ability to attract
and retain quality Directors, whilst incurring a cost which
is acceptable to Shareholders.
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Structure

The Constitution and the ASX Listing Rules specify that
the maximum aggregate remuneration of Non-Executive
Directors’ shall be determined from time to time by a
general meeting of Shareholders.

The latest determination was at the Annual General
Meeting held on 20 November 2012 when Shareholders
approved a maximum aggregate remuneration of $600,000
per year, comprising an increase of $100,000 to the

cap on the maximum aggregate remuneration payable to
non-Executive Directors.

The amount of aggregate remuneration sought to be
approved by Shareholders and the amounts paid to
Directors is reviewed annually. The Board considers the
fees paid to Non-Executive Directors of comparable
companies when undertaking the annual review, as well

as periodically taking advice from external recruitment
consultants. No advice was taken from external recruitment
consultants in relation to the fees paid to Non-Executive
Directors in 2015/16. Each Non-Executive Director receives
a fee for being a Director of the Company.

The fees payable to Non-Executive Directors in the
2015/16 financial year were not increased and remained
at the level paid in the second half of the 2014/15
financial year.

Non-Executive Directors have long been encouraged by
the Board to hold shares in the Company (purchased by the
Director on the market). It is considered good corporate
governance for Directors to have a stake in the Company
whose Board he or she sits on.

The remuneration of Non-Executive Directors for the
period ended 30 June 2016 is detailed on page 28 and
29 of this report.
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Executive Director and Senior Manager
Remuneration

Objective

The Company aims to reward Executives with a level and
mix of remuneration commensurate with their
position and responsibilities within the Company to:

® reward Executives for Company, business unit
and individual performance against targets set by
reference to appropriate benchmarks;

® align the interests of Executives with those of
Shareholders;

® link reward with performance of the Company; and

® ensure total remuneration is competitive by
market standards.

Structure

In determining the level and make up of Executive
remuneration, the Nomination and Remuneration
Committee seeks external information detailing market
levels of comparable executive roles from which the
Committee makes its recommendation to the Board.

For the Managing Director and the other Senior Executives,
remuneration programs are balanced with a mix of fixed
and variable rewards. The makeup and eligibility criteria
for short term incentives are approved by the Board prior
to the commencement of each financial year.

For the year ended 30 June 2016, the adoption of at risk
short term incentives of up to 20% of the base emolument
of the Managing Director and Executives was approved
by the Board. The payment of such short term incentives
was to be 50% in cash and 50% in shares in the Company.
The share component of any short term incentives was

to comprise new fully paid up ordinary shares issued by
the Company.

Payment of the short term incentive in respect of the
2015/16 financial year was conditional upon
outperformance by the Company of its budgeted profit
after tax on a normalised basis and excluding any one-off
or non-trading items (eg, profit on the sale of real estate)
(but including any one-off or non-trading items that have
been included in the budget).

The short term incentive scheme is self funding (ie, amounts
accrued to fund the payment of any short term incentives
will be expensed in the Company’s normalised net

profit after tax) and no incentives were payable unless at
least 100.5% of the Company’s budgeted net profit after
tax on a normalised basis for the 2015/16 financial year
was achieved.



The total short term incentives payable to the Managing
Director and Executives for the year ended 30 June 2016 if
eligibility criteria were met was $67,522, up to a maximum
of $675,220 if all outperformance criteria were met.

The short term incentives available to the Managing Director
and the Executives as a percentage of their base salary
were based on the following scale of outperformance to
budgeted profit after tax on a normalised basis:

PERFORMANCE TARGET

PROFIT | <Budget & Budget Budget Budget Budget Budget
AFTER +0.5% +2.0% +4.0% +6.0%

TAX to to to

1.99% 3.99% 5.99% 7.99%

STI 0% 0% 2% 4% 6%

Budget Budget Budget Budget Budget Budget

+8.0% +10.0% | +12.0% & +14.0% | +16.0% @ +18.0%
to to to to to
9.99% 11.99% 13.99% 15.99% 17.99%
10% 12% 14% 16% 18% 20%

The Company’s Managing Director, Mr Sarant, did not
qualify for the payment of any short term incentive in
respect of the 2015/16 financial year. If Mr Sarant had
satisfied all of the outperformance criteria for his short
term incentive, the maximum amount payable to him
would have been $120,000.

The Executive General Managers of the Company did
not qualify for the payment of any short term incentive in
respect of the 2015/16 financial year. If the Executive
General Managers had satisfied all of the outperformance
criteria for their short term incentive, the maximum
aggregate amount payable to them would have been
$555,220.

As the Company’s annual budget for operating profit after
tax is set with a view to increasing the profit generated by
the Company, growing earnings per share, and improving
the Company’s capacity to pay dividends, the Board
believes that aligning the payment of short term incentives
to the attainment by the Company of budgeted profit after
tax on a normalised basis is appropriate and in the interests
of Shareholders.

The Board also believes that having all of the Company’s
Executive Team aligned to the common goal of achieving
budgeted operating profit after tax drives positive
behaviours amongst the Executive Team in maximizing
group wide benefits from operating activities.

For the 2016/17 financial year, the short term incentive
scheme will again be based upon outperformance by the
Company of its budgeted profit after tax on a normalised
basis and excluding any one-off or non-trading items (eg,
profit on the sale of real estate) (but including any one-off
or non-trading items that have been included in the budget).

The short term incentive scheme remains self funding (ie,
amounts accrued to fund the payment of any short term
incentives will be expensed in the Company’s normalised

net profit after tax) and no incentives will be payable unless
at least 100.5% of the Company’s budgeted net profit
after tax on a normalised basis for the 2016/17 financial
year is achieved.

The total short term incentives payable to the Managing
Director and Executives for the year ended 30 June 2017 if
eligibility criteria are met will be $72,363, up to a maximum
of $723,630 if all outperformance criteria are met.

Employment Contracts

[t is the Nomination and Remuneration Committee’s current
policy that fixed term contracts are not entered into with
members of the Executive Team.

The Managing Director, Mr Sarant, has a contract of
employment, key terms of which for 2015/16 were:

® A total remuneration package of $712,000 per annum
(excluding short term incentive (STI) but including long
service leave).

e CFEligible for an STl of up to $120,000 (20% of base
salary) against annual performance criteria set by the
Board. For the year ended 30 June 2016, payment of
the STl was dependent upon the outperformance
by the Company of its budgeted profit after tax on a
normalised basis and excluding any one-off or
non-trading items (eg, profit on the sale of real estate)
(but including any one-off or non-trading items that
were included in the budget), with the amount of the
STl determined in accordance with the sliding scale
set out in the table above. For the year ended
30 June 2017, payment of an STl is again dependent
upon outperformance by the Company of its budgeted
profit after tax on a normalised basis and excluding
any one-off or non-trading items (eg, profit on the sale
of real estate) (but including any one-off or non-trading
items that were included in the budget).
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® |f the Board introduces a long term incentive scheme
(LTI, Mr Sarant will be eligible to participate in the
scheme. However, there is not presently any LTI
scheme in place.

® |n accordance with best practice, the Board may
require Mr Sarant to repay all or part of any bonus,
STl or LTI paid in circumstances where there has been
a material misstatement in relation to the financial
statements of the Company in any qualifying period
relevant to the payment of that bonus, STI or LTI.

® FEither of Mr Sarant and the Company may terminate
Mr Sarant’s employment on the giving of three months
notice or, in the case of the Company, payment in lieu
of the three months notice.

Employee Share Plan

At the Company’s Annual General meeting on 21 November
2006, Shareholders approved the introduction of an
Employee Share Plan (‘the Plan”). Employees who have
been with the Company for more than one year are entitled
to participate in the plan and the purpose of the Plan is to
attract, retain and motivate employees by giving them a
stake in the future growth of the Company. Non-executive
Directors of the Company are not eligible to participate in
the plan.

Offers were made to eligible employees on 4 September
2015 under the Plan. Acceptances under the offer were
429,000 shares at $1.25 per share.

The issue price of the shares offered under the Plan
was the weighted average price of the Company’s
shares on the first 5 trading days immediately following
the announcement of the Company’s full year results
for 2014/15 on 22 August 2015.
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For the 2015/16 financial year, eligible employees’ annual
entitlements to participate in the Plan were set by the
Company Directors as follows, in line with the entitlements
notified to Shareholders at the Company’s Annual General
meeting on 21 November 2006.

Annual Salary Number of Shares

Less than $50,000 1,000
$50,000 to $100,000 2,000
$100,001 to $150,000 5,000
$150,001 to $200,000 7,000

Greater than $200,000 10,000

Directors are considering the merits of making offers by
the Company to eligible employees under the Plan in the
year ended 30 June 2017.

Directors’ Retirement Benefits

A change to the Non-Executive Directors’ Retirement
Benefits calculation was made in July 2004 to freeze
accumulation of years of service of Directors as at

30 June 2004. No Non-Executive Director commencing
after 1 July 2004 is eligible for any benefits under the
retirement scheme. Mr Johnson is the only remaining
Non-Executive Director eligible to receive retirement
benefits under the scheme.

The expenditure provided (not paid) during the year ended
30 June 2016 is attributable only to the method of
calculation which involves the averaging of the fees paid
to Directors, as per the benefits scheme in operation up to
30 June 2004.



Company Performance

The graph below shows the performance of the Company,
as measured by the Company’s operating profit before
individually significant items, interest and tax (EBIT),

and net operating profit before individually significant after
tax (NPAT).

$m
85]
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In addition, Dividends paid to Shareholders are disclosed
on page 19 of the Directors’ report.

The next graph highlights the performance of the share
price of K&S Corporation Limited against the Australian
Securities Exchange All Ordinaries Index, the Australian
Securities Exchange Industrials Index and Toll Holdings
Limited* over the past 5 years.

* Toll Holdings Limited securities ceased to be quoted on ASX on
29 May 2015.

Notwithstanding the difficult trading conditions that have
persisted since the onset of the global financial crisis

in 2008, the Company’s financial results and share price
performance has not achieved the set targets. In that
context, the Board notes that short term incentives have
been paid only once to the Executive Team (in respect of
the 2009/10 financial year) since advent the global financial
crisis. The Board believes that short term incentives
should only be paid in circumstances of outperformance
by the Executive Team.
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Remuneration of Key Management Personnel of the Company and the Group

Short-Term

Salary &
Non-Executive Fees Incentives
Directors $ $
T Johnson 121,540 -
G Boulton™ 12,017 -
R Smith 72,100 -
L Winser 72,100 -

Total Non-Executive 277,757
Directors

Executive Director

P Sarant 645,600
Other Key

Management Personnel

B Walsh 315,285
C Bright 249,725
P Dale™ 245,671
R King 252,171
K Evans 220,000
S Hine 305,388
S Skazlic 238,000
D Keane 482,561
G Price* 185,424
M Kohne 203,100
G Beurteaux™# 240,668

Total Executive KMP | 3,583,593

Totals 3,861,350

Mr Price was appointed on 24 August 2015.
*%

# Mr Boulton resigned on 31 August 2015.
## Mr Beurteaux resigned on 22 February 2016.

Mr Dale was appointed on 19 November 2015.

Non-Cash
Benefits
$

31,575

26,872
27,289
18,333
28,757
26,924
26,603
21,392
26,145
23,143
27,537
19,956

304,526

304,526

Termination

$

Other Long-Term

Long Service
Benefit
$

10,001

7,750
6,175
4,094
4,201
3,667
4,945
3,967
7,848
3,408
3,385
3,788
63,229

63,229
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Post Employment

Retirement
Benefits
$

5,310

5,310

5,310

Super
Contributions
13,369
1,322
7,931
7,931

30,553

30,000

35,000
30,000
28,905
33,471
26,400
30,000
28,560
21,500
27,463
27,457
26,250

345,006

375,559

Total
$

140,219
15¥88Y
80,031
80,031

313,620

717,176

384,907
313,189
297,003
318,600
276,991
366,936
291,919
538,054
239,438
261,479
290,662
4,296,354

4,609,974

Performance
Related
%
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Remuneration of Key Management Personnel of the Company and the Group

Short-Term Other Long-Term Post Employment

Salary & Non-Cash Long Service Retirement Super Performance
Non-Executive Fees Incentives Benefits Termination Benefit Benefits Contributions Total Related
Directors $ $ $ $ $ $ $ $ %
T Johnson 119,770 = = = = 8,000 13,176 140,946 =
G Boulton 71,050 - - - - 2,500 7,815 81,365 -
R Smith 71,050 = = X = = 7,815 78,865 =
L Winser 71,050 = = = = = 7,815 78,865 =
Total Non-Executive 332,920 = b = = 10,500 36,621 380,041
Directors
Executive Director
P Sarant 645,600 = 31,541 = 10,001 = 30,000 717,142 =
Other Key
Management Personnel
B Walsh 301,285 = 27,417 3 7,437 3 35,000 371,139 =
C Bright 237,405 = 27,553 = 5,900 = 30,000 300,858 =
G Everest?# 131,585 - 9,320 - 1,781 - 12,609 155,295 -
R King* 216,000 = = = 3,600 = 25,920 245,520 =
K Evans 209,960 = 22,466 = 3,500 = 25,195 261,121 =
S Hine 298,668 - 26,853 = 4,845 = 30,000 360,366 =
S Skazlic 229,000 T 20,556 = 3,817 = 27,480 280,853 =
D Keane 489,396 100,000 22,090 = 7,848 = 21,500 640,834 =
K Cope** 353,709 56,000 9,060 167,500 3,639 - 14,862 604,770 -
M Kohne 208,828 - 27,951 = 3,385 = 28,231 268,395 =
G Beurteaux*** 349,764 = 27,071 = 5,627 = 34,511 416,973 =
Total Executive KMP = 3,671,200 156,000 251,878 167,500 61,380 = 315,308 4,623,266
Totals 4,004,120 156,000 251,878 167,500 61,380 10,500 351,929 5,003,307

*

Mr King was appointed on 26 March 2015.
**Mr Cope resigned on 6 February 2015.

**% Mr Beurteaux was appointed on 14 July 2014.
## Mr Everest resigned on 14 November 2014.
# Mr Boulton resigned on 31 August 2015.

The retention payments made to both Mr Keane and Mr Cope were based on contractual agreements with Scott Corporation that were put in place prior to the merger
on 24 February 2014 and ratified by K&S.

Termination benefits paid to Mr Cope were based on existing contractual agreements with Scott Corporation that were in place prior to the merger on 24 February 2014.
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REMUNERATION report audited

Details of aggregates of loans to Key Management Personnel are as follows:

Balance at Beginning of Period Write-off Balance at End of Period Number in Group
Total $'000 $’000 $'000
2016 326 - 295 7
2015 290 - 326 7

There are no loans to any Key Management Personnel above $100,000 in the reporting period.

Loans to Key Management Personnel are made pursuant to the K&S Corporation Limited Employee Share Plan (“Plan”).
As part of the Plan, loans are interest free with K&S Corporation, to fund the purchase of shares in the Company.

Loans to Key Management Personnel under the Plan are required to be repaid in full upon the cessation of the employment
of the Key Management Personnel with the Company. Shares issued under the Plan are subject to a holding lock until the
loan is repaid in full. Non-Executive Directors are not eligible to participate in the Plan. No other loans are made to any
Key Management Personnel.

Balance 1 July 2015 Net Change Balance 30 June 2016
Shares held in K&S Corporation Limited: 30 June 2016 Ordinary Ordinary Ordinary
Non-Executive Directors
T Johnson 493,178 18,158 511,336
G Boulton™ 277,983 (277,983) -
R Smith 40,154 1,479 41,633
L Winser 1,164,064 42,858 1,206,922
Executive Director
P Sarant 141,603 45,000 186,603
Other Key Management Personnel
B Walsh 147,416 13,029 160,445
C Bright 41,000 10,000 51,000
S Hine 40,000 10,000 50,000
K Evans 22,000 - 22,000
S Skazlic 3,205 - 3,205
D Keane 10,000 10,000 20,000
G Price” - - -
P Dale’# - 10,000 10,000
M Kohne - 10,000 10,000
G Beurteaux** - - -
R King 7,000 10,000 17,000
Total 2,387,603 (97,459) 2,290,144

*

Mr Price was appointed on 24 August 2015.

#  Mr Boulton resigned on 31 August 2015.

## Mr Dale was appointed on 19 November 2015.
**Mr Beurteaux resigned 22 February 2016..
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Shares held in K&S Corporation Limited: 30 June 2015
Non-Executive Directors

T Johnson
G Boulton™
R Smith

L Winser

Executive Director
P Sarant
Other Key Management Personnel

B Walsh

C Bright

G Everest*#
S Hine

K Evans

S Skazlic

D Keane

K Cope**

M Kohne

G Beurteaux***
R King*

Total

**Mr Cope resigned on 6 February 2015.

*** Mr Beurteaux was appointed on 14 July 2014.
## Mr Everest resigned on 14 November 2014.

* MrKing was appointed on 26 March 2015.

#  Mr Boulton resigned on 31 August 2015.

Balance 1 July 2014
Ordinary

472,358
266,248
38,459
1,164,064

96,603

134,020
41,000
10,000
30,000
22,000

3,205

2,277,957

Remuneration options: Granted and vested during the year

K&S CORPORATION LIMITED

Net Change
Ordinary

20,820
11,735
1,695

45,000

13,396

(10,000)
10,000

7,000

109,646

Balance 30 June 2015
Ordinary

493,178
277,983
40,154
1,164,064

141,603

147,416
41,000
40,000
22,000

3,205
10,000

7,000

2,387,603

K&S Corporation Limited does not operate any option based schemes for its executives, employees or Directors.

Signed in accordance with a resolution of the Directors.

V4=
Z fara]
T Johnson Paul Sarant
Chairman Managing Director
23 August 2016 23 August 2016
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The Board of Directors of K&S Corporation Limited
is responsible for the governance of the consolidated
entity. The Board guides and monitors the business
and affairs of K&S Corporation Limited on behalf

of the Shareholders by whom they are elected and
to whom they are accountable.

In keeping with the Australian Securities Exchange
Corporate Governance Council’s updated Corporate
Governance Principles and Recommendations, this
statement outlines the Company’s compliance with
the ASX principles.

The K&S Corporation Limited Corporate Governance
Statement is structured with reference to the Corporate
Governance Council’s principles and recommendations,
which are as follows:

Principle 1
Lay solid foundations for management oversight

Principle 2
Structure the board to add value

Principle 3
Act ethically and responsibly

Principle 4
Safeguard integrity in corporate reporting

Principle 5
Make timely and balanced disclosure

Principle 6
Respect the rights of shareholders

Principle 7
Recognise and manage risk

Principle 8
Remunerate fairly and responsibly
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The Roles of the Board and Management

The Board has a Charter which establishes the relationship
between the Board and Management and describes

their functions and responsibilities in a manner which is
consistent with ASX Principle 1.

The role of the Board is to oversee and guide the
Management of K&S Corporation Limited and its
businesses with the aim of protecting and enhancing the
interests of Shareholders while taking into account the
interests of employees, customers, suppliers and the
community at large.

The Board is responsible for setting and approving the
strategic direction of the Company, establishing goals

for Management and monitoring the achievement of
those goals. The Board is also responsible for appointing,
overseeing and evaluating the performance of, and
ultimately for the removal of, the Managing Director.

The Managing Director is responsible to the Board for
the day to day management of the Company. Matters
delegated to the Managing Director by the Board include:

® developing business plans, budgets and strategies for
consideration by the Board and (where approved by
the Board) the implementation of such business plans,
budgets and strategies;

® identifying and managing operational risks that could

have a material impact on the Company and its
operations and implementing internal controls and
procedures to ensure that the Company’s business
operates within legislative requirements and the

risk parameters approved by the Board from time to
time; and



K&S CORPORATION LIMITED

® ensuring that transactions, commitments and
arrangements that exceed thresholds set by the Board
from time to time are approved by the Board.

The Company’s Board Charter which sets out the full
roles and responsibilities of the Board and Management
respectively is available on the Company’s website
(www.ksgroup.com.au).

Non-Executive Directors have written agreements with the
Company setting out the terms of their appointment.

The Company Secretary is accountable directly to the
Board, through the Chairman, for the proper administration
and functioning of the Board.

All Management, including the Managing Director,

have clear statements of roles and responsibilities.

The performance of Key Executives is reviewed not less
than annually by the Managing Director.

The review involves an open exchange of ideas between the
Managing Director and Key Executives. The performance
of Key Executives is reviewed against matters including
financial targets (eg, budget), HS&E management, and
achievement of specific strategic and business objectives.

Structure of the Board

The Board currently comprises of three Non-Executive
Directors, including the Chairman, and one Executive
Director, namely, the Managing Director.

The qualifications, experience and periods of service
of each of the Directors is set out on page 14 and 15 of
the Annual Report.

Directors are expected to bring independent views and
judgment to the Board’s deliberations. Consistent with
the ASX Principles, the Board Charter requires the Board
include a majority of Non-Executive Directors, a
Non-Executive Chairman and to have a different person
filling the roles of Chairman and Managing Director.

The Chairman of the Audit Committee cannot be Chairman
of the Board.

Directors of the Company are considered to be independent
when they are independent of management and free from
any business or other relationship that could materially
interfere with or could reasonably be perceived to materially
interfere with the exercise of their unfettered independent
judgment.

Materiality of business and other relationships held by a
Director is considered from both the Company and
individual Director perspective. The determination of
materiality requires consideration of both quantitative and
qualitative elements.

Quantitative factors relate to the financial value of the
business or other relationship. Qualitative factors
considered include whether a relationship is strategically
important, the competitive context of the relationship, the
nature of the relationship and the contractual or other
arrangements governing it or other factors which point to
the actual ability of the Director in question to influence the
direction of the Company other than in the best interests
of the Company as a whole.

The Board has reviewed the position of each of the
Directors in office at the date of this report and considers
the following Directors of the Company to be independent:

Name Position

R Smith Non-Executive Director

The Board assesses the independence of new Directors
upon appointment and reviews their independence, and
the independence of the other Directors, as appropriate.

The Board considers the following Directors as not
independent:

P Sarant Managing Director
T Johnson Non-Executive Director (Chairman)

Mr Johnson is a Director of AA Scott Pty Ltd, the largest
Shareholder of K&S Corporation Limited.
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L Winser Non-Executive Director

Mr Winser was appointed as a Director of the Company on
23 August 2013. Mr Winser formerly occupied the position
of Managing Director of the Company until his retirement
on 25 May 2012. Mr Winser is also an alternate director
of several companies with the Scott Group of Companies.

The date of appointment of each Director of the Company
is set out on page 14 and 15 of the Company’s 2016
annual report.

The Board structure is consistent with ASX Principle 2,
with the exception of:

® Recommendation 2.4 which requires that the majority
of the Board be independent Directors. The Board
considers that the mix of skills and experience
of and the contributions by the non-independent
Non-Executive Director offsets the benefits to
the Company of having a majority of independent
Non-Executive Directors. However, as part of
the review of Board Performance (refer page 34),
Directors have regard to the balance of independent
and non-independent Non-Executive Directors.

® Recommendation 2.5 which requires that the
Chairman of the Board be an independent Director.
Mr Johnson is Chairman of the Board and is not
considered by Directors to be independent.
Mr Johnson however is a non-executive Chairman
and does not also share the role of CEO. The Board
considers that the skills and experience that
Mr Johnson brings as Chairman add value to the
deliberations and functioning of the Board.

The Company has a Diversity Policy which is consistent
with ASX Principle 1. The objective of the Diversity Policy is
to promote a corparate culture within the Company where
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the diverse experiences, perspectives and backgrounds of
people are valued and embraced and which is conducive
to the recruitment of well qualified and diverse employees,
senior management and Board members.

There are procedures in place, agreed by the Board, to
enable Directors, in furtherance of their duties, to seek
independent professional advice at the Company’s expense.

The Board meets formally eleven times a year and on other
occasions as required. During the course of the year, the
Board’s sub-committees meet on 2 number of occasions
to deal with their specific responsibilities in relation to the
Company’s business. Senior Management attend and
are a vital ingredient to the sub-committees, making
presentations, providing information and responding to
questions of the Directors. All Directors have unrestricted
access to all employees of the Group and, subject to the
law, access to all Company records and information held
by employees and external advisers.

The Board receives regular financial and operational
reports from Senior Management to enable it to carry out
its duties and responsibilities.

Retirement and re-election of Directors

The Company’s Constitution requires one third of the
Directors, other than the Managing Director, to retire from
office at each Annual General Meeting. Directors who have
been newly appointed by the Board during the year are also
required to stand for re-election at the next Annual General
Meeting, but are not taken into account in determining the
number of Directors retiring at that Annual General Meeting.
Retiring Directors are eligible for re-election by Shareholders.

The Company will disclose all material information in

its possession relevant to the decision of Shareholders
whether to re-elect Directors in the explanatory notes

to the Company’s notice of annual general meeting.

In particular, the Company will provide details of Directors’
relevant experience and qualifications, tenure, other
material directorships, independence, shareholding, and
any associations with and/or interests in the Company.

The Company will also include a recommendation to
Shareholders from the Board (excluding always the relevant
Director standing for re-election) on whether to vote in
favour of the re-election of Directors.

Review of Board Performance

The Board has implemented a process for the regular
review of its overall performance, consistent with ASX
Recommendation 1.6. Regular review involves both
analysis by the Board of the results of a questionnaire
completed by all Directors and discussion between the
Chairman and each of the Directors.



The Board’s performance review departs from
Recommendation 1.6 as the review is conducted by the
full Board, and not the Nomination and Remuneration
Committee. As the Board is comprised of only four
Directors, the Board considers this the most effective way
to address its own performance.

Committees of the Board

Three standing Board Committees assist the Board in the
discharge of its responsibilities.

These committees are:

® The Audit Committee
® The Nomination and Remuneration Committee
® The Environmental Committee

Audit Committee

The Board has an established Audit Committee, which
operates under a Charter approved by the Board.

It is the Board’s responsibility to ensure that an effective
internal control framework exists within the entity. This
includes internal controls to deal with both the effectiveness
and efficiency of significant business processes, the
safeguard of assets, the maintenance of proper accounting
records, and the reliability of financial information.

The Board has delegated to the Audit Committee the
responsibility overseeing the financial reporting process of
the consolidated entity and ensuring the competency

and independence of the Company’s external auditors,
consistent with ASX Principle 4.

The Audit Committee provides the Board with additional
assurance regarding the reliability of the financial information
for inclusion in the financial reports. All members of the
Audit Committee are Non-Executive Directors.

Among the specific responsibilities set out in the Audit
Committee Charter, the Audit Committee reviews all
published accounts of the Group, reviews the scope and
independence of external audits, reviews any comments

and recommendations by the external auditors in relation
to the company’s systems for internal compliance and
control, and risk management, advises on the appointment,
performance and remuneration of the external auditors,
and reviews the work program for and reports and
recommendations of the internal audit function.

The members of the Audit Committee during the year were:

Mr Smith (Chairman)
Mr Boulton*

Mr Johnson*

*Mr Boulton ceased to be a Director on 31 August 2015 and was
replaced on the Audit Committee by Mr Johnson.

Mr Smith is Chairman of the Audit Committee. The Board
considers Mr Smith to be independent using the ASX
Council’s definition of independence.

The Board also considered Mr Boulton to be independent
using the ASX Council’s definition of independence.

The Board does not consider Mr Johnson to be
independent.

The ASX Council Recommendation 4.1 recommends that
the Audit Committee consist of at least three members
who are all Non-Executive and the majority independent.

The Board is of the view that the current composition

of the Audit Committee is appropriate given the size of
the business, the extensive financial skills, and industry
knowledge of the current members of the Audit Committee.

The Managing Director, the Chief Financial Officer, the
Company Secretary, the Group Accountant, the Internal
Audit Manager, the external Auditors and any other
persons considered appropriate attend meetings of the
Audit Committee by invitation.

The Committee also meets from time to time with the
external Auditors independent of management.

The Audit Committee met on four occasions during

the course of the year. Mr Smith attended all four meetings.
Mr Johnson attended three meetings. Mr Boulton attended
one meeting.
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Nomination and Remuneration Committee

Consistent with ASX Principles 2 and 8, the Board has a
Nomination and Remuneration Committee with a formal
Charter. The role of the Committee is to review and make
recommendations to the Board on remuneration packages
and policies applicable to the Managing Director, Senior
Executives, Salaried Staff and Directors themselves.

The Nomination and Remuneration Committee does not
comply with Recommendations 2.1 and 8.1 as only

Mr Smith was considered by Directors to be independent.
However, as the only Director on the Nomination and
Remuneration Committee considered to be independent,
Mr Smith was Chairman of that committee.

The Nomination and Remuneration Committee does not
make recommendations to the Board as to the nomination
and appointment of new Directors. As the Board of K&S
Corporation Limited is comprised of only four Directors,
Directors are of the view that the nomination and
appointment of new Directors is most efficiently discharged
by the Board. For this reason, Directors are of the view
that the presence of a majority of Directors considered not
to be independent did not compromise the effectiveness of
the Nomination and Remuneration Committee or the
integrity of the decision making process by the Board as a
whole on matters relating to nomination and remuneration.

When appointing new Directors, the Board has regard to
the spread of skills and qualifications, experience, and
independence of both the potential appointee and the
existing members of the Board. The Board does not have
a formalised skills matrix that it uses when considering
Board composition and the appointment of new Directors.
However, the Board is of the view that a good depth

of transport industry exposure and expertise is an integral
element of the skills to be represented on the Board.
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The Board also views accounting and legal expertise as
important elements to allow it to effectively discharge its
duties and responsibilities. The Board also has regard to
whether a potential director has contacts or networks

that may enable the Company to access new markets or
industry sectors and/or to generate new business
opportunities. The Board recognises that a diversity of
backgrounds and experience in its members will contribute
to the Board functioning at its optimum.

Where considered appropriate, prior to appointing new
Directors, the Board will arrange for appropriate background
and reference checks to be undertaken. These checks
may include the proposed Director’s character (via reference
checks), education and qualifications, and any criminal
convictions, bankruptcy or insolvency that may preclude
the proposed Director from appointment.

The Company currently does not have a formal induction
program for new Directors. The most recently appointed
Non-Executive Director, Mr Winser, already had a wealth
of knowledge about the business and operations of the
Company by virtue of his previous role as Managing
Director. The Company does however make available to
new Directors past board papers and board minutes as well
as the Company’s constitution and key policies and codes
of practice. When new appointments of Non-Executive
Directors are contemplated, the Company will review the
desirability of a more structured induction program.

In the case of ongoing development, the Company
schedules some monthly board meetings at different
operational sites to enable Non-Executive Directors to
familiarise themselves with the Company’s business and
activities. The Board also receives regular presentations
from members of the Executive Team on the Company’s
various business units.

Remuneration levels are competitively set to attract and
retain appropriately qualified and experienced Directors
and Senior Executives.



BUENESS LOGISTICS

The Nomination and Remuneration Committee periodically
obtains independent advice on the appropriateness of
remuneration packages, as well as benchmarking
comparable company remuneration data. No external
advice was sought in relation to remuneration in the course
of the 2015/16 financial year.

The Nomination and Remuneration Committee also plays
a role in evaluation of the performance of the Managing
Director and management succession planning. This role
includes the responsibility for incentive performance
packages, superannuation entitlements, and retirement
and termination entitlements.

The members of the Nomination and Remuneration
Committee during the year were:

Mr Smith (Chairman)
Mr Johnson
Mr Winser

The Nomination and Remuneration Committee meets as
required. The Committee met formally once in 2015/16,
but also informally on several other occasions during the
year. Messrs Winser, Smith and Johnson all attended
the formal meeting of the Committee.

The Company’s Non-Executive Directors receive only
fees and superannuation for their services and the
reimbursement of reasonable expenses. The fees paid
to the Company’s Non-Executive Directors reflect the
demands on, and responsibilities of, those Directors.

The advice of independent remuneration consultants is
taken periodically, as well as benchmarking against external
remuneration data for comparable companies to establish
that the Directors’ fees are in line with market standards.
Non-Executive Directors do not receive any shares, options
or other securities in addition to their remuneration.

An increase in the Directors’ fee pool limit of $100,000 to
a total of $600,000 for Non-Executive Directors was
approved by Shareholders at the Annual General Meeting
on 20 November 2012. This fee pool is only available

to Non-Executive Directors. The Non-Executive Directors
received $72,100 each and the Chairman was paid
$121,540 in 2015/16. There was no increase in fees
payable to Non-Executive Directors in 2015/16. Committee
membership does not entitle a Director to additional fees.

The Board has again decided not to increase the fees
payable to Non-Executive Directors from 1 July 2016.

Details of the employment contract of Mr Sarant can be
found on page 25 of the Remuneration Report.

The Non-Executive Directors’ retirement benefits scheme
entitlements were frozen in years of service as at 30 June
2004 and will be paid on retirement.

Under the terms of the Non-Executive Directors’ retirement
benefit scheme, participating Directors are entitled to
receive up to the total remuneration paid to them in the last
three years upon their retirement in accordance with the
following formula:

RB=TRx (Y = 15)
where

RB = retirement benefit payable to the Director
on retirement

TR = the total remuneration paid to the Director in the last
three years

Y = the years of service of the Director prior to
30 June 2004, provided that Y shall not exceed 15

Non-Executive Directors appointed after 30 June 2004
are not eligible to participate in the retirement benefits
scheme. Mr Johnson is the only remaining Director
eligible to participate in the retirement benefit scheme.

The structure and disclosure of the Company’s
remuneration of Non-Executive Directors is consistent
with ASX Principle 8.

Further details of Directors’ remuneration, superannuation
and retirement payments are set out in the Directors’
Report on pages 28 to 29.

Diversity

The measurable objectives for achieving gender diversity
set by the Board and progress towards achieving those
objectives are:

® The Nomination and Remuneration Committee must
review participation rates for women across all levels
of the workforce not less than annually. That review
was undertaken by the Committee in 2015/16.
The Company saw participation rates for women
remain static at all levels of the organisation.
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® The Nomination and Remuneration Committee is
to review pay parity data for women and men across
all levels of the workforce not less than annually to
determine whether there is any unconscious bias.
To the extent that the review suggests that unconscious
bias may exist, Management is to investigate and report
to the Committee the causes of that bias, as well as to
develop recommendations to address any bias.

® The Committee reviewed pay parity data in
2015/16 and Management has investigated whether
unconscious bias exists. As women are
over-represented in some areas of the Company’s
workforce (eg, administration) and under-represented
in other areas of the work-force (eg, operational), the
data requires careful analysis.

® Management is required to report to the Nomination
and Remuneration Committee not less than annually
participation rates for women compared to men
in externally provided training programs. A particular
area of focus is management training programs (eg,
Australian Institute of Management and equivalent)
as it is through these training programs that the
pool of future senior managers will be developed.
Management has reported to the Committee on
training participation rates in 2015/16. Participation
rates in management training do not reveal any bias.

® The Nomination and Remuneration Committee is
to review data re tenure and turnover levels for women
compared to men across all levels of the Company’s
workforce not less than annually as part of seeking to
understand the reasons for differing participation rates
for women and men. Tenure and turnover data was
reviewed by the Committee in 2015/16. Turnover rates
for men and women were equivalent across different
levels of the organisation.
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The Company’s Workplace Gender Equality Act “Gender
Equality Indicators” report can be accessed via the
website of the Workplace Gender Equality Agency
(www.wgea.gov.au/public-reports). A summary of the
Company’s “Gender Equality Indicators” report is also
available on the Company’s website (www.ksgroup.com.au).

The Company notes that the transport and logistics
industry continues to have a stereotyped male dominated
environment, with a substantial proportion of the Company’s
workforce required to perform labour intensive/manual
handling tasks as well as significant overtime in the course
of their employment duties. While the Company is
committed to diversity, the nature of the work undertaken
by many employees has made it challenging to attract
women to these roles.

The Company will review on an ongoing basis the
opportunities to overcome these impediments to higher
participation rates by women.

Other diversity initiatives pursued by the Company include:

® The Company is a participant in the indigenous
employment program overseen by the Commonwealth
Department of Education, Employment and Workplace
Relations, as well as a participant in the Australian
Employment Covenant which is also designed
to secure indigenous employment opportunities.
In support of these programs, the Company has an
Indigenous Recognition Policy which outlines the
Company’s commitment to build relationships with
local and land-connected indigenous persons to
achieve mutually beneficial outcomes.

® A number of strategic and tactical initiatives aimed at
attracting, developing and retaining female employees.
As part of that strategy, the Company is reviewing a
range of more flexible employment practices.

Environmental Committee

The Board has an Environmental Committee, which
operates under a Charter approved by the Board. The role
of the Committee is to monitor environmental incidents,
exposures and compliance with environmental regulations.

The members of the Environmental Committee during the
year were:

Mr Johnson (Chairman)
Mr Winser
Mr Sarant*

*

The Board considers it appropriate that the Managing Director be a
member of the Environmental Committee.

The Company Secretary acts as Secretary to the
Environmental Committee.

The Environmental Committee is responsible for:

® reviewing and recommending, as appropriate,
changes to the Company’s environmental policies;



® ensuring the adequacy of environmental procedures
and controls implemented by Management;

® reporting to the Board on Company compliance with
environmental procedures and controls;

® reviewing the adequacy and effectiveness of
resources devoted to informing employees of their
environmental obligations and to training employees
to operate within Company guidelines and legal
requirements;

®  monitoring conformance by the Company with
mandatory environmental reporting and improvement
regimes;

® regular monitoring of licence requirements, with
performance against licence conditions reported to
the various State regulators on a regular basis; and

® reviewing any environmental incidents that have
occurred and monitoring actions taken or to be taken.

To enable it to meet its responsibilities, the Committee has
established a regular internal reporting process.

The Environmental Committee met four times during the
year. Messrs Johnson, Winser and Sarant attended all
four meetings of the Committee.

Financial Reporting

Consistent with the ASX Recommendation 4.2, the
Company’s financial report preparation and approval
process for the financial year ended 30 June 2016, involved
both the Managing Director and Chief Financial Officer
certifying 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.

In accordance with Recommendation 4.2, this sign off also
includes assurances as to the Company’s risk management
processes and internal compliance and control procedures.

Audit Governance and Independence

As part of the Company’s commitment to safeguarding
integrity in financial reporting, the Company has
implemented a review process to monitor the independence
and competence of the Company’s external Auditor.

The Company’s current external Auditors are Ernst & Young.
The effectiveness, performance and independence of the
external Auditor is reviewed by the Audit Committee at least
annually. The format of that review includes discussing the
performance of the External Auditors with Management
while the Auditors are not present.

The Audit Committee also met with senior members
of Ernst & Young to review the performance of the lead
audit partner.

Ernst & Young has a policy for the rotation of the lead audit
partner for their clients. Under that policy, the lead audit
partner and the audit review partner for the Company were
most recently rotated following completion of the audit for
the year ended 30 June 2012.

The Audit Committee’s Charter requires the provision of
non-audit services to the Company or its business
units by the external audit firm to be approved by the
Audit Committee.

In accordance with sections 249V and 250T of the
Corporations Act 2001 (Cth), the Company’s current
auditor, Ernst & Young, attends and is available to answer
questions at the Company’s Annual General Meeting.
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CORPORATE governance

Risk Management

Consistent with ASX Principle 7, the Company is committed
to the identification, monitoring and management of
material risks in the business. Those material risks include
a full spectrum of financial, strategic, compliance, and
operational risks.

While not wishing to stifle the entrepreneurial endeavours of
Senior Executives, the Board takes a relatively conservative
approach to risk.

The Board requires that Management have in place a
system to identify, monitor, and manage the material
business risks faced by the Company. The management
systems in place as part of the risk management
controls include:

® (Capital expenditure commitments above set limits
obtain prior Board approval.

® Financial exposures are controlled and the use of
derivatives is limited to interest rate swaps.

® (QOccupational health and safety standards and
management systems are monitored and reviewed
to achieve high standards of performance and
compliance with regulations.

® Business transactions are properly authorised
and executed.

® A comprehensive annual insurance programme,
including external risk management survey and
action plans.

® Annual budgeting and monthly reporting systems
for all business units, which enable the monitoring of
progress against performance targets and the
evaluation of trends.

® Appropriate due diligence procedures for acquisitions
and divestments, with post-acquisition reviews also
provided to the Board.

® Disaster management systems for key IT systems and
recovery plans.

® Documentation and regular review of business wide
risk identification and mitigation strategies.

® The completion by executive managers and divisional
managers of ‘representation letters’ in connection
with the certification by the Managing Director and
Chief Financial Officer 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.

® Review by the Audit Committee in conjunction with
Management of all findings and recommendations in
the Closing Report provided by the Company’s external
auditors, Ernst & Young, as part of the full year audit
and also half year review of the Company’s accounts.

AO K&S CORPORATION LIMITED annual report 2016

The Company has a risk management policy consistent
with ASX Principle 7. The Company also has a number
of policies and internal documents that are central to the
management of risk. Those documents include:

® The Risk Review Statement that is designed to
comprehensively document and rate all material
business risks to which the Company is exposed, as
well as setting out the actions being undertaken by
Management to mitigate those risks.

® The Company’s Levels of Authority Statement which
sets out the different levels of authority delegated to
the Managing Director, General Managers, and Branch
Managers in relation to financial and business matters
such as capital expenditure, acquisitions, entering
into contracts, treasury issues, and employment
related issues.

® The Company’s Administration Manual which sets out
the financial and administrative protocols for all staff.

® The Company’s HS&E Manual and supporting
documented policies and procedures which are
designed to minimise the risk of harm to employees
engaged in operational tasks.

® The Company’s Quality Management System
coupled with its extensive documented operating and
compliance focused policies and procedures which
are designed to ensure that the Company’s operations
are conducted using industry best practice and
in accordance with the numerous legislative regimes
that apply.

® The Company’s Disaster Recovery Manual which sets
out all of the protocols associated with the Company’s
externally hosted disaster recovery plan (DRP).

Management is responsible to the Board for the Group’s
system of internal control and risk management.

The Audit Committee through its Charter assists the Board
in monitoring this role.

The Risk Review Statement is designed to be a ‘living’
document and is regularly updated to address the
emergence of new risks and changes to the priority of
existing material business risks. The Risk Review Statement
is provided to both the Audit Committee and the Board

on a quarterly basis. In addition, a summary of the status
of key risk items identified in the Risk Review Statement is
provided to the Board at its monthly meetings.

The Managing Director and the Chief Financial Officer also
certify on an annual basis that the Company has a sound
system of risk management and internal control, and that
the system is operating effectively in all material respects in
relation to financial risks.



The Company is of the view that risk management is a key
governance function. As the Board is comprised of only
four Directors (including the Managing Director), the Board
is of the view that the setting of risk parameters and the
oversight of risk management is best discharged by the
Board as a whole. Consequently, the Company does not
have a stand alone risk committee.

The Company has an internal audit function. The Internal
Audit Manager is independent of Management of the
Company and reports to both the Managing Director and
also the Chairman of the Audit Committee. A copy of the
Internal Audit Charter is available on the Company’s
external website (www.ksgroup.com.au).

A detailed draft internal audit work program was developed
by the Internal Audit Manager in conjunction with the
Managing Director, Company Secretary, and Chief Financial
Officer. That detailed internal audit work program was then
submitted to the Audit Committee for review and approval.
The Company has adopted a risk based approach in
identifying and prioritising internal audit activities.

In light of the fraud detected in 2014/15, an immediate
priority for the internal audit function was to review any
potential internal control weaknesses that may have been
exploited in that fraud to minimise the possibility of the
Company being the victim of another fraud. An external
review of potential internal control weaknesses exploited in

that fraud was also conducted by McGrathNicol in 2015/16.

The Company operates in a highly competitive industry
and has a material exposure to a range of economic
factors including competitive forces, the decline of the
domestic manufacturing sector, falling commaodity prices,
and key customer contract exposure. The Company
seeks to mitigate these risks by differentiating itself from
its competitors, diversifying the nature and scope of its
activities across a number of sectors, geographic regions,
and customer groups, as well as staggering the expiry
dates of key customer contracts.

The Company also faces material exposures around
compliance with legislative obligations (including transport
laws) and the potential that a serious incident or accident
could result in death, serious injury and/or environmental
harm, as well as major reputational damage and the loss of
key customer contracts. The Company seeks to mitigate
this exposure via policies, procedures and training, as well
as a crisis response plan.

The Company’s comprehensive internal Risk Review
Statement catalogues key economic, environmental and
social sustainability risks in respect of which the Company
has identified a material exposure. The internal Risk
Review Statement documents risk mitigation strategies
employed by the Company.

Continuous Disclosure

The Company understands and respects that timely
disclosure of price sensitive information is central to the
efficient operation of the Australian Securities Exchange
securities market and has adopted a comprehensive
policy covering announcements to the Australian
Securities Exchange.

The Company Secretary has the responsibility for
overseeing and co-ordinating disclosure of information to
the Australian Securities Exchange. The Company
Secretary also liaises with the Managing Director, Chairman
and Chief Financial Officer in relation to continuous
disclosure matters.

The Board approves all price sensitive releases to the
Australian Securities Exchange prior to release.

The Company posts all price sensitive releases to
the Australian Securities Exchange and media on the
Company’s website.

The Company’s Continuous Disclosure Policy is consistent
with ASX Principle 5.

Conflict of Interest

In accordance with the Corporations Act 2001 (Cth) 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. Where the
Board believes that a significant conflict exists, the Director
concerned does not receive the relevant Board papers and
is not present at the meeting whilst the item is considered.

Details of Director related entity transactions with the
Company and consolidated entity are set out in Note 26.
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CORPORATE governance

Director Dealing in Company Shares

The Constitution permits Directors and Officers to acquire
shares in the Company, subject to very limited exceptions
contemplated in the Listing Rules. Company policy
prohibits Directors, Associates and Officers from dealing in
Company shares or Executive options:

® |n the period of 60 days prior to the release of the
Company'’s half year and annual results to the
Australian Securities Exchange.

® \Whilst in possession of price sensitive information.

In accordance with the provisions of the Corporations

Act 20017 and the Listing Rules of the Australian Securities
Exchange, the Company advises the Exchange of

any transactions conducted by Directors in shares in

the Company.

Ethical Standards

In accordance with Principle 3, the Board has adopted the
Code of Conduct produced by the Australian Institute

of Company Directors to guide the Directors and promote
high ethical and professional standards.

The Board acknowledges the need for continued
maintenance of the highest standards of Corporate
Governance practice and the ethical conduct by all
Directors and employees of the Company and has
approved the following policies:

Code of Conduct

The Company has a Code of Conduct for its employees

to act within the law, avoid conflicts of interest, protect
Company property, keep information confidential and act
honestly and ethically in all business activities. The Code of
Conduct is complemented by a Whistle Blower Policy which
provides protection to employees who report instances of
malpractice, impropriety, misconduct, or other unethical or
illegal conduct involving the Company or its employees.

Trade Practices

The Company has a Trade Practices Policy advising
employees on the legislative prohibitions on price fixing
and anti-competitive arrangements, as well as other
prohibited conduct.

Other Policies

Amongst other policies endorsed by the Board in previous
years are the Occupational Health and Safety, Environment
Protection, Electronic Communications policies and the
Transport Law Compliance Policy.

The Group’s ethical standards are consistent with the
requirements of ASX Principle 3.
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International Quality Standard ISO 9001

The consolidated entity strives to ensure that its services are
of the highest standard. Towards this aim, it has achieved
ISO 9001 accreditation for its core business segment and
is well advanced in the implementation of Occupational
Health & Safety systems to meet the AS4801 Standard.

Communication with Shareholders

The Company places considerable importance on
communication with Shareholders.

The Company’s communication strategy promotes the
communication of information to Shareholders through the
distribution of the Annual Report, announcements through
the Australian Securities Exchange and subsequently the
media regarding changes to the business, the Chairman’s
and Managing Director’s addresses at the Annual General
Meeting, and actively engaging the investment community.

The Company actively invites, and responds to, questions
from Shareholders at the Annual General Meeting. As the
Company’s Annual General Meetings have a comparatively
small number of attendees, Shareholders have a good
opportunity to put any questions to Directors. Shareholders
also have good access to Directors and the Executive Team
following the formal business of the meeting.

Shareholders have the ability to receive communications
from the Company (eg, annual reports) and the Company’s
Share Registry, Computershare, (eg, dividend statements)
electronically.

K&S Corporation Limited posts all price sensitive reports,
Australian Securities Exchange releases and media releases
on the Company’s website.

The communication strategy is consistent with
ASX Principle 6.

The Company’s Communication Policy is available on the
Company’s website: www.ksgroup.com.au.
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Consolidated
2016 2015
Note $°000 $'000
Operating revenue 5(a) 688,763 699,213
Cost of goods sold (67,184) (56,936)
Gross profit 621,579 642,277
Other income 5(b) 5,149 5,785
Contractor expenses (183,103) (187,654)
Employee expenses 5(e) (225,679) (219,172)
Fleet expenses (129,697) (145,085)
Depreciation and amortisation expense 5(d) (38,862) (36,601)
Finance costs 5(c) (7,094) (7,261)
Other expenses (37,046) (83,601)
Share of profits of associates 13 132 110
Impairment of intangibles, land and buildings, plant and equipment, trade debtors (115,284) -
Profit/(loss) before income tax (109,905) 18,798
Income tax (expense)/benefit 6 5,730 (5,490)
Profit/(loss) after income tax (104,175) 13,308
Items that may be reclassified subsequently to profit or loss
Foreign currency translation 1,151 (681)
Income tax effect - -
1,151 (681)
Revaluation of land and buildings 12,767 -
Income tax effect (3,830) -
Other comprehensive income/(loss) for the period, net of tax 8,937 -
Total comprehensive income/(loss) for the period (94,087) 12,627
Earnings per share (cents per share) 7
e basic, profit for the year attributable to
ordinary equity holders of the parent (87.0) 11.4
e diluted, profit for the year attributable
to ordinary equity holders of the parent (87.0) 11.4
Dividends per share (cents per share) 8 1.5 7.0

The above Statement of Comprehensive Income should be read
in conjunction with the accompanying notes.
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Consolidated

2016 2015

Note $’000 $'000
ASSETS
Current assets
Cash and cash equivalents 9 7,392 7,326
Trade and other receivables 10 66,632 86,909
Inventories 11 4,229 3,963
Income tax receivable 6 897 -
Prepayments 9,171 8,117
Total current assets 88,321 106,315
Non-current assets
Other receivables 10 1,509 1,422
Investments in associates 13 395 413
Property, plant & equipment 14 334,365 326,842
Intangibles 15 6,307 91,088
Deferred tax assets 6 14,107 10,179
Total non-current assets 356,683 429,944
TOTAL ASSETS 445,004 536,259
LIABILITIES
Current liabilities
Trade and other payables 17 62,274 70,365
Interest bearing loans and borrowings 18 32,238 30,345
Income tax payable 6 - 1,302
Provisions 19 24179 22,965
Total current liabilities 118,691 124,977
Non-current liabilities
Interest bearing loans and borrowings 18 82,069 75,043
Deferred tax liabilities 6 32,061 28,716
Provisions 19 12,795 12,954
Total non-current liabilities 126,925 116,713
TOTAL LIABILITIES 245,616 241,690
NET ASSETS 199,388 294,569
EQUITY
Contributed equity 20 152,518 147,674
Reserves 41,965 31,877
Retained earnings 4,905 115,018
TOTAL EQUITY 199,388 294,569

The above Statement of Financial Position should be read
in conjunction with the accompanying notes.
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&
Asset Forex
Issued Retained Revaluation Translation Total
Capital Earnings Reserves Reserves Equity
$'000 $'000 $'000 $'000 $'000

CONSOLIDATED
At 1 July 2015 147,674 115,018 31,948 (71) 294,569
Loss for the year - (104,175) - - (104,175)
Other comprehensive income - - 8,937 1,151 10,088
Total comprehensive income/(loss) for the year - (104,175) 8,937 1,151 (94,087)
Transactions with owners in their
capacity as owners:
Issue of share capital 4,844 - - - 4,844
Dividends paid - (5,938) - - (5,938)
At 30 June 2016 152,518 4,905 40,885 1,080 199,388
At 1 July 2014 145,415 109,305 31,948 610 287,278
Profit for the year - 13,308 - - 13,308
Other comprehensive income - - - (681) (681)
Total comprehensive income for the year - 18,308 - (681) 12,627
Transactions with owners in their
capacity as owners:
Issue of share capital 2,259 - - - 2,259
Dividends paid - (7,595) - - (7,595)
At 30 June 2015 147,674 115,018 31,948 (71) 294,569

The above Statement of Changes in Equity should be read

in conjunction with the accompanying notes.
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Consolidated

2016 2015

Note $°000 $'000
CASH FLOWS FROM OPERATING ACTIVITIES
Cash receipts from customers 777,135 755,691
Cash payments to suppliers and employees (704,529) (674,245)
Interest received 36 122
Borrowing costs paid (7,094) (7,261)
Income taxes paid (951) (2,490)
Net goods and services tax paid (23,475) (23,661)
Net cash provided by operating activities 9 41,122 48,156
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of non-current assets 6,744 11,052
Payments for property plant & equipment (10,994) (11,329)
Acquisition of business (6,724) (2,688)
Net cash used in investing activities (10,974) (2,965)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from share issue 537 586
Proceeds from borrowings 18,000 13,417
Repayments of borrowings (11,000) (24,417)
Repayment of lease and hire purchase liabilities (35,826) (45,009)
Dividends paid, net of dividend reinvestment plan (2,031) (5,918)
Net cash used in financing activities (30,320) (61,341)
Net increase/(decrease) in cash held (172) (16,151)
Cash at the beginning of the financial year 7,326 23,5632
Effects of exchange rate variances on cash 238 (55)
Cash at the end of the financial year 9 7,392 7,326

The above Statement of Cash Flows should be read
in conjunction with the accompanying notes.
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1 Corporate Information

The financial report of K&S Corporation Limited for the year
ended 30 June 2016 was authorised for issue in accordance with
a resolution of Directors on 23 August 2016.

K&S Corporation Limited is a company limited by shares
incorporated in Australia whose shares are publicly traded on the
Australian Securities Exchange. The nature of the operation and
principal activities of the Group are described in Note 4.

2 Summary of Significant Accounting Policies
a) Basis of preparation

The financial report is a general purpose financial report for a
for-profit entity, which has been prepared in accordance with the
requirements of the Corporation Act 2007 and Australian Accounting
Standards. The financial report has also been prepared on a
historical cost basis, except for land and buildings which have been
measured at fair value. The carrying values of cash flow hedges
are also stated at fair value with the portion of the gain or loss on
the hedging instrument that is determined to be an effective hedge

recognised directly in equity and the ineffective portion recognised
in profit or loss.

The financial report is presented in Australian dollars and all
values are rounded to the nearest thousand dollars ($'000) unless
otherwise stated, under the option available to the Company
under ASIC Corporations (Rounding in Financial/Directors’ Reports)
Instrument 2016/91 dated 24 March 2016. The Company is an
entity to which the legislative instrument applies.

b) Compliance with IFRS

The financial report complies with Australian Accounting Standards
and International Financial Reporting Standards (IFRS) as issued
by the International Accounting Standards Board.

c) New Accounting Standards and Interpretations
i)  Changes in accounting policy and disclosures

The accounting policies adopted are consistent with those of the
previous financial year except as follows:

The Group has adopted the following new and amended
Australian Accounting Standards and AASB Interpretations as of
1 July 2016.

Reference Title Application Impact on Group Application
date of financial report date for
standard Group

AASB 2013-9 Amendments to Australian Accounting Standards — Conceptual Framework, 1 Jan 2015 Application of the 1 July 2015

Materiality and Financial Instruments. amendments has
The Standard contains three main parts and makes amendments to a number of gﬁttﬂgdeigz F;p;pact
Standards and Interpretations. financial report.
Part A of AASB 2013-9 makes consequential amendments arising from the issuance
of AASB CF 2013-1.
Part B makes amendments to particular Australian Accounting Standards to delete
references to AASB 1031 and also makes minor editorial amendments to various
other standards.
Part C makes amendments to a number of Australian Accounting Standards, including
incorporating Chapter 6 Hedge Accounting into AASB 9 Financial Instruments.
AASB 2015-3 Amendments to Australian Accounting Standards arising from the Withdrawal of 1 July 2015 Application of the 1 July 2015

AASB 1031 Materiality.

The Standard completes the AASB’s project to remove Australian guidance on

materiality from Australian Accounting Standards.
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