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EXPLANATORY  STATEMENT  TO  SHAREHOLDERS 

(Subject to Deed of Company Arrangement) 
ACN 009 224 800 

6Y THE ISSUE OF UP TO 
50 MILLION  ORDINARY SHARES 

AND ASSOCIATED  TRANSACTIONS 



EXPLANATORY STATEMENT TO SHAREHOLDERS 
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EXPLANATORY STATEMENT TO SHAREHOLDERS 

1.5 Summary of Effect of  Implementation of the Recapitalisation  Proposal 
13y the implemenrarion of rhc KecapitaIisa~ion Proposal: 
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EXPLANATORY  STATEMENT TO SHAREHOLDERS 

1.7 The Reconstruction Deed 



1.8 Creditor  Payments 



EXPLANATORY STATEMENT TO SHAREHOLDERS 

1.9 Trust Assets Declaration And Retained Assets 

1.10 Merger Proposal 
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1.11 Proposed Capital Structure on Completion of the Recapitalisation Proposal 
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EXPLANATORY STATEMENT TO SHAREHOLDERS 

1.12 Tenements 

Koolanooka Hilis, Western  Australia - 100%  Weld  Range,  Western  Australia - tOO’/a 
Area Status 

MI, 7011012 5 98Ha G ranred 

MI, 7011013 899Ha G ranred 

MI, 7011014 899Ha G ranrcd 

131,7012433 33 Hlocks A p p l i c a h w  

12,2%Ha 

Slue Hili Range,  Western  Australia - 100% 
Area Status 

131,591462 2 Hlocks G ranred 

131,591902 2 Hocks G1.anrcd 

131,591971 8 Blocks A p p l i c a h m  

131 5911 059 34 Hocks A p p l i c a h w  

13,800Ha 

Jack  Hilis,  Western Australia - 100% 

Robinson  Range,  Western  Australia - 100% 
Area Status 

131 5211552 59 Blocks AppIicaPirm 

131 5211553 70 Blocks A p p l i c a h m  

Area Status 

131, 0911 004 47 Blocks A p p l i c a h m  

131.7012237 53 Hlocks A p p l i c a h w  

30, OOOHa 
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EXPLANATORY STATEMENT TO SHAREHOLDERS 

Minimum Anticipated Over- 

Subscript’n Share Issue subscript’ns 

~9000 $‘000 %’OOO 

1,000 1,300 1,400 

200 

100 

270 

2 00 

1 00 

270 

930 

625 

1200 

800 

400 9 20 1100 

8 0 170 170 

800 1 , 4 8  1,760 

3,000  6,000  7,000 



EXPLANATORY STATEMENT TO SHAREHOLDERS 

2.1 Action to be Taken by the Shareholders 



EXPLANATORY STATEMENT TO SHAREHOLDERS 

2.3 Explanation of Resolutions 
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EXPLANATORY  STATEMENT TO SHAREHOLDERS 

4.1 Overview 



EXPLANATORY STATEMENT TO SHAREHOLDERS 

4.2 Identification Of Related Party and Financial  Senefits 
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EXPLANATORY  STATEMENT TO SHAREHOLDERS 

8.2 Voting Intentions of Directors 
‘I’hc v r ~ ~ i n g  intentions of the 1)irecPors (on an Associate inclusive basis) is nor known (sec Sections 4.2 and 4.3). 



EXPLANATORY STATEMENT TO SHAREHOLDERS 

8.7 Taxation 

8.8 Summary of Pro-forma  Consolidated Assets and Liabilities 

43  

68 

111 

7,7 16 

7,7 16 

19,999 

759,233 

3 3 , s  l l 

(773 ,045)  

19,999 

8 , 7 3 0  

(300)  

4 , 1 3 0  

4-1 30 

22 ,500  

1 ,800  

24 ,300  

28 ,430  

28,430 

767 ,963  

33 ,811  

(773 ,344)  

28 ,430  
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Notes: 
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8.14 Effect on Creditors 
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Trust  Assets means: 
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EXPLANATORY STATEMENT TO SHAREHOLDERS 

TERMS  OF  OPTIONS TO BE ISSUED TO NORVEST  CORPORATE PTY LTD 



NOTICE OF A  GENERAL MEETING 

Resolution 1 : Consolidation of Capital 

‘ I b  proposc and, if rh<hr,ught fit, to pass the fcdk~wing rcsoludrm w i h  or without amendmcn~: 

“That subjcct to dl othcr  ordinary  Resolutions  in  this  Notice  ofMccting bcing passcd by the rcyuisite 
majorities,  approvd bc and is hcrcby given to the  consolidation of thc Existing  Ordinary Shares in 
the  Company  on a 1 for 100 basis, with a Record Date bcing 5 days from the. datc  of the  meeting  at 
which  this  Rcsolution is passed, and with the resulting  shares bcing caIlcd Ordinary  Shares in thc 
Company providcd that if an Existing  Sharcholdcr  holds a number of Existing  Ordinary Shares 
which is not evenly  divisible by  100, the  number o€ rcplaccment Ordinary Shares crcditcd to that 
Existing Sharcholder will be rounded down to thc nearest whole number.” 

Resolution 2: Issue 

‘ I b  proposc and, if rh<hr,ught fit, to pass the i‘cdkwing rcsoludrm w i h  or without amendmcn~: 

“ T h t  subjcct to dl othcr  ordinary  Resolutions  in  this  Notice  ofMccting bcing passcd by the requisite 
majorities, €or the purposes of Listing Rulcs 7.1 and 7.3 and dl other  purposcs,  approvd be and is 
hcrcby ghcn to thc issue of up to 35,014,049 fully paid Ordinary Shares in the Company  at a price of 
$0.20 each subject to thc achievement ofMinimum Subscription on the €ollou-ing basis: 

(a> First, as to a tutd of 5,002,007 Ordinary Sharcs under a prospcctus by way of a pro mta, 
onc for one, non renouncable rights issuc to thc  Existing  Sharcholdcrs;  and 

(b) Second, a gcneral issuc of any shortfall in the pro mta rights  issuc and up to 30,01 2,042 
further  Ordinary  Shares,  including  oversubscriptions  of5,002,007  Ordinary Shares, with a 
priority  entitlcrncnt for Existing  Shareholders.  The  Company will limit  thc number o€ 
Ordinary  Shares  it  issues to Existing Sharcholdcrs to the highcr of5% of dl the securities 
bcing oEered and the number the Existing  Shareholder would bc cntitlcd to undcr a pro 
mta issuc of dl those Ordinary Sharcs 

and the procccds ofthc raising bc applied in part to repay the Proponent’s Shareholdcrs Loan. 



Resolution 3: Debt Capitdisation 

‘ I b  propost- and, if rhrhr,ught fit, to pass the fcdIrhr,wing rcsoIudon w i h  o r  w i h m t  amendmcni: 

‘That subjcct to all othcr  ordinary  Rcsolutions  in  this  Notice  ofMccting  being  passed by the requisite 
majorities, €or thc purposes of Listing  Rulcs 7.1 and 7.3 and dl other purposcs, approvd be and is 
hereby givcn, subject to the  achicvcmcnt of Minimum  Subscription, to the issuc of 6,002,408 fully 
paid  Ordinary  Shares  in  the  Company  to thc Trustcc on thc  tcrms  described  in the Explanatory 
Statement attached to and  forming  part of this Noticc oFMceting. Thcsc  Ordinary Shares to be 
issued  no Iatcr than 3 months &er the date ofthis mceting.” 

I 

Resolution 4: Merger 

‘ I b  propost- and, if rh<hr,ught fit, to pass the fcdIrhr,wing rcsoIudrm: 

‘That subjcct to AI othcr  ordinary  Resolutions  in  this  Notice  ofMceting  being  passed by the requisite 
majorities, h r  the purposes oFScction 208 ofthc  Corporations Act, Listing Rulcs 7.1 and 7.3 and all 
othcr purposes, approval  be  and is hereby  given to the merger of thc  Company with Koolanooka 
Pcllcts Pty  Limited ACN 099 283 X15 on the basis of, subject to thc  achievcrncnt of Minimum 
Subscription, the issuc of up  to 9,003,613 million fully paid  Ordinary Shares in  thc  Company to thc 
shareholders of Koolanooka PclIcts Pty Limited ACN 099 283 S15 in exchange for 100% of the issued 
shares  in  Koolanooka PdIcts Pty Limitcd ACN 099 283 815, in  recognition ofthc vduc being providcd 
to the  Sharcholdcrs via the  implcmentation  ofthe  Rccapitdisation  Proposal,  with  thc  record date €or 
the  issuc of those  shares  bcing  thc  date on which thc  Company  ccascs  to bc subject to thc Dced of 
Company  Arrangcmcnt  on  implcmcntation ofthc l’roposal. These Ordinary  Sharps will bc issued at 
a dccmcd  issuc  pricc of20 cents pcr share and will be issued  no later than 3 months &er the date of 
this mccting.” 

Resolution 5: Options Issue 

‘ I b  propost- and, if rhrhr,ught fit, to pass thc fcdIrhr,wing rcsoIudcm w i h  o r  w i h m t  amendmcni: 

“That subjcct to all othcr  ordinary  Resolutions  in  this  Notice  ofMccting  being  passed by the requisite 
majorities, for the purposcs of Listing Rulcs 7.1 and 7.3 and dl other purposcs, approvd be and is 
hcrcby  givcn to thc issuc, subjcct to the  achicvcrncnt of Minimum  Subscription, of up to 550,221 
Options  with  the  ultimatc number of Options  issued  not to exceed 1% of thc  number of fully paid 
Ordinary Shares in thc Company,  with an exercise  pricc of20  cents  on  or bc€orc the cxpiry of four 
years  from their date of issuc. Thcsc Options arc bcing  issued for nil cash  considcration  and will be 
issued  no Iatcr than 3 months &er the date ofthis mceting.” 

Resolution 4: Change of Nane of Company 

‘ I b  propost- and, if rhrhr,ught fit, to pass the fcdbwing rcsoIudrm as a spcuial rcsolution: 

“That the  Company  changc its namc to Midwest Corporation  Limited ACN 009 224 800.” 

Resolution 7: Adoption of New Constitution 

‘ I b  propost- and, if rhrhr,ught fit, to pass the fc~IIrhr,n~ing rcsoIudcm as a spcuial rcsolution: 

‘That the  regulations  contained  in  the  document  tablcd  at the Meeting and  signed by the Dccd 
Administrators €or idcntification  purposes as thc Constitution of the  Company  bc  adopted as the 
Constitution of the Company  in  substitution h b r  and to thc exclusion of thc Company’s  existing 
Constitution. 



I Resolution 8: Appaintment of Stephen Ross de Belle 

‘ I b  propose and, if rhrhr,ught fit, to pass the fc~lkwing rcsoludrm w i h  or without amendmcn~: 

“That subjcct to dl othcr  ordinary  Resolutions  in  this  Notice ofMccting bcing passcd by the requisite 
majorities,  Stcphcn Ross dc Belle be appointed a director  ofthc Company.” 

Resolution 9: Appaintment of Robert Harry Duff i  

‘ I b  propose and, if rhrhr,ught fit, to pass the fc~lkwing rcsoludon w i h  or without amendmcn~: 

“That subjcct to dl othcr  ordinary  Resolutions  in  this  Notice ofMccting bcing passcd by the requisite 
majorities,  Robcrt  Harry D u i h  be appointed  a  director  ofthc  Company.” 

Resolution 10: Appohtment of Jesse Kavanaugh Taylor 

‘12) propose and, if rhrhr,ught fit, to pass the fc~lkwing rcsoludon w i h  or without amendmcn~: 

“That subjcct to dl othcr  ordinary  Resolutions  in  this  Notice ofMccting bcing  passcd by the requisite 
majorities, fcssc Kavanaugh Taylor be appointed a dircctor of thc Company.” 

Resolution 11: Website Information 

‘12) propose and, if rhrhr,ught fit, to pass the fcdkwing  rcsoludon w i h  or without amendmcn~: 

“That subjcct to dl othcr  ordinary  Resolutions  in  this  Notice  ofMceting bcing passed by the rcquisitc 
majorities,  approval be and is hereby given to the posting on theWeb of information,  notices,  advices, 
reports, including annuaI and scrni-annud  reports and accounts, and similar  written and printcd 
m a t w i d  gcncrdly,  and  to  thc  posting  on the Wcb of the prospectus  contcrnplatcd by Resolution 2 ,  
and to those postings on thc Wcb bcing full and  complete  satishction of information  issuc 
requirements,  provided  that  printcd  copies be promptly  availablc  and  mailed  on request to a party 
having a right to such  inhrmation  and  making  such a request.” 

Resolution 12: Number of Directors 

If Kusrhr,Iu~irhr,n 7 is not approved, to prryrw and, if rhrhr,ugh~ fit, to pass the f’ollowing rcsolurion wirh rlr wirhrhou~ 
amcndment: 

“The rclevant provisions of the Company’s  Constitution  be  amended to permit  the  minimum 
numbcr of directors to bc  three (31.” 
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NOTICE OF A GENERAL M€ETING 

VOTING EXCLUSION STATEMENT 

Resolution 
N O  

Title 

Issue 

Voting 
Restriction 
Imposed by ... 

I k i n g  Kule 7.1 ** 

I,isting 
Rule 7.1 ** 

Excludcd Pcrsons 
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Kingstream Steei Limited 
(Subject to Deed of Company Arrangement) 
ABM 91 009 224 800 

Proxy Form m 

3 

t. 

2. 

3. 

4. 

5. 

6, 

T B A  K S M  + 



How to complete the Proxy form 

Your Address 
This is your address as it appears on the  campany’s  share register. if this information is incorrect, pfease mark the box and make the 
correction on the form. Securiqholders spansored by a broker (in which case your reference number overleaf wilt commence with 
an ‘X’) should advise your broker of any  changes. Please note. you cannot change ownership of your securities using this farm. 

Appointment of B Proxy 
If you wish to appoint the Chairman of the Meeting as your proxy, mark the box. If the person you wish to appoint as your proxy 
is someone other than the Chairman of the Meeting please write  the name of that person. H you lema rhis section blank, or your 
named proxy does noe atnand the meeting, the Chairman of the Meeting will be your proxy. A proxy need not be a securityholder 
of the company. 

Votes on Items of Business 
You may direct your proxy how to vote by placing B mark in one of the  three boxes opposite each item of business. AI! your 
secuilties will be voted in accordance with such a direction unless you indicate only a portion of voting rights an any item by 
inswting the percentage or number of securities you wish to vote in the appropriate box or boxes. If you do not mark any of the 
boxes on a given item, your proxy may vote as Re or she chooses. A you mark more than  one box on an item your vote on that 
item will be invalid. 

Appointment of a Second Proxy 
You are entitled to appoint up to two persons as proxies to attend the meeting and vote on a pall. ff you wish to appoint a second 
proxy, an additional Proxy Form may be obtained by telephoning the company’s share registry or you may copy this form. 

To appoint a second proxy you MW: 
la] indicate that you wish to appoint a second proxy by marking the box. 
fa] on each of the f i t  Proxy F o n  and the second Proxy Form state the percentage of your voting rights or number of shares 

applicable to that form. I f  the appointments do not specify the percentage or number of votes that each proxy may exercise, 
each proxy may exercise half your votes. factions of votes will be disregarded. 

Ib) return both forms tagether in the same envelope. 

Signing Instructions 
You must sign this form as follows in the spaces provided: 

lndividuak where the holding is in one name, the holder must sign. 

Joint Holding: where the holding is in mare than one name, all of the securityholders should sign, 

Companies: 

Power of Attorney: to sign under Power of Attorney, you must have already lodged this document with the registry+ If you 
have not previously lodged this document far notation, please attach a certified photocopy of the Power of 
Attorney to this form when you return it. 

where the company has a Sole Director who is also the Sole Company Secretary, this form must be sIgned 
by that person. if the company {pursuant to section 204A of the Corporations Act 2001 I does not have a 
Company Secretary, a Safe Director can also sign alone. Otherwise this form must be signed by a Director 
jointly with either  another  Director or a Company Secretary. Phase indicate the office held by signing in 
the appropriate place. 



KINGSTREAM  STEEL  LIMITED 
(SUBJECT TU DEED UF CQMPANY ARRANGEMENT) 

A.C.N. 009 244 800 

31 DECEMBER 2001 



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY  ARRANGEMENT) 
CORPORATE DIRECTORY 



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY  ARRANGEMENT) 
COMPANY REVIEW 

3 



KINGSTREAM  STEEL  LIMITED  (SUBJECT TO DEED OF COMPANY  ARRANGEMENT) 
DIRECTORS'  REPORT 

Nikolais Zuks 

4 



KINGSTREAM  STEEL  LIMITED  (SUBJECT TO DEED OF COMPANY  ARRANGEMENT) 
DIRECTORS'  REPORT 
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KINGSTREAM  STEEL  LIMITED  (SUBJECT TO DEED OF COMPANY  ARRANGEMENT) 
DIRECTORS'  REPORT 

Elllolurnerlts of the  five IllOSt highly  paid executive officers of the company and the comolidsted  entity 



KINGSTREAM  STEEL  LIMITED  (SUBJECT TO DEED OF COMPANY  ARRANGEMENT) 
DIRECTORS'  REPORT 
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KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY  ARRANGEMENT) 
INTERESTS IN MINING  TENEMENTS AS AT 31 DECEMBER 2001 

'TnlIerir1g Peak, Western AustraIin - I 00YO 

Kuolnnookn Hills, Western AustrnIin - 100% 

Blue Rill Karl~e, Western AustrnIin - 100% 

Area 
E t  09jI 004 47 Blocks 
E t  70!7237 53 Blocks 

30,000Ha 

Status 
Application 
Application 

Area 
23 I Ofla 

7 Blocks 
OhOHa 
09 I Ha 
507Ha 

33 Blocks 
I? Blocks 
7 Blocks 
8 blocks 

19.91 7HfI 

Jnck Hills, Western AustrnIia - 100% 

Status 
Cirantcd 
Cirantcd 
Cirantcd 
Cirantcd 

Application 
Application 
Application 
Application 
Applicatiox 

Robinsurl Karl~e, Western AustrnIin - IO0Yi 

Area Status 
EL S2iI 552 S9 Blocks Application 
EL S2iI 553 70  Blocks Application 
EL S2iI 554 7 0  Blocks Application 
EL S2iI 555 S4 Blocks Application 
EL 5 x 1  556 44 Blocks Applicatiox 

89,100HfI 

Mt = Mining Lcasc 
EL = Expluration Lcasc 
'CR = 'Temporary Rcserw 

L = Misccllancow  Liccncc 
GPL = General I'urposc Lease 



KXNGSTREAM STEEL LIMITED  (SUBJECT TO DEED OF COMPANY  ARRANGEMENT) 
STATEMENT OF FINANCIAL PERFORMANCE 
FOR THE YEAR  ENDED 31 DECEMBER 2001 

Net loss attl-ihutabb to mcmhcrs o f  
Kingstrcaln Steel Limited 

2 34 177 31 177 

(60,988) (270) (52,257) (270) 

4 



KXNGSTREAM STEEL  LIMITED (SUBJECT TO DEED OF COMPANY  ARRANGEMENT) 
STATEMENT OF FINANCIAL  POSITION 
AT 31 DECEMBER 2001 

xotes 

5 43 259 
A 58 S8 

43 159 
58 58 

7 10 254 10 754 

1 1 1  57 I I l l  571 

1 1  27,000 Xh,hA7 27,000 77336  

27,7 I 5 88,587 27,702 79303 

17 7,716  3,806  7,705 3:796 
13 47 47 

7,716 3,853 7,705 3,843 

7,716 3,853 7,705 3,843 

f 9,999 84,734 19,995 75360 

14 759,233 758,051 759,233 758:OSI 
15 33,8 I 1 33,H I l 33,811 3 5 x 1  I 

(773,015) (707,128) (773,048) (71 5:902) 

f 9,999 84,734 19,995 75360 

1 I  



KINGSTREAM  STEEL  LIMITED  (SUBJECT TO DEED OF COMPANY  ARRANGEMENT) 
STATEMENT OF CASH FLOWS 
FOR THE YEAR  ENDED 31 DECEMBER 2001 

Net cas11 iluws used in operatirtg 
activities 

Net cas11 iluws used in investing 
activities 

Net decrease in cash held 

Cash ar beginning ofrhe  financial pcriud 

Cash ar the end of the financial  period 

2000 
3'000 

575 575 

26 (b) (950) (4,358) (950) (4,357) 

26 (a, 43 259 43 259 

12 



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT) 
NOTES  TO AND FORMING  PART OF THE  FINANCIAL  STATEMENTS 
31 DECEMBER 2001 

' h  accounting policies adoptcd arc consistent with thosc o f  tllc previous year. 

Costs incurred in bringing each product to its prcscrrt condition and location are accounted fur using purchasc cost on a first in first 
o u t  basis. 

Mining 'renelnents and Exploration ExpenditurelMidwest Iron & SteeI Project ("Project") 

Costs incurred during expioratiun, evaluation, dcvcluprrtent and cunstruction actir:itics related to an area of interest or the Project 
arc acculnulatcd at cost and: where applicable, written down to their rccovcmble arnount. 



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT) 
NOTES  TO AND FORMING  PART OF THE  FINANCIAL  STATEMENTS 
31 DECEMBER 2001 

Recoverable arnuunt 

Cash and msh eyuivaler1ts 

Cash 011 hand and in hanks and short term dcpusits arc stated at the lower of cost and net rcalisahlc value. 



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT) 
NOTES  TO AND FORMING  PART OF THE  FINANCIAL  STATEMENTS 
31 DECEMBER 2001 

15 



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT) 
NOTES  TO AND FORMING  PART OF THE  FINANCIAL  STATEMENTS 
31 DECEMBER 2001 

2001 1000 2001 2000 
3'000 S'000 %'Q00 3'000 

Revenues from operating  activities 
Rc\:elrrie from salc ofgoods 

Revenues from non operating nctivities 
Intcrcst received - other corporations 
l'rocccds 011 sale of non-cuwcnt assets 

Total revenues from ordinary  nctivities 

3. EXPENSES AND LOSSES 

I5 76 15 76 

5 51 
14 14 

5 51 

72 

65 
598 

12 
48 

653 

60,988 

I9 72 

54 
598 

f2  
52 

620 

52,157 

19 

h6 
449 

22 

16 



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT) 
NOTES  TO AND FORMING  PART OF THE  FINANCIAL  STATEMENTS 
31 DECEMBER 2001 

2001 zoo0 2001 2000 
3'000 S'000 %'Q00 3'000 

(1,2571 (2,781) 

1,260 2,786 1,257 2,781 

5. CASH 

43 I77 
x7 

43 I77 
x7 

58 5 8  58 5 8  
sf4 5 %  sf4 5 %  

58 254 
(481 

58 254 
(481 

17 



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT) 
NOTES  TO AND FORMING  PART OF THE  FINANCIAL  STATEMENTS 
31 DECEMBER 2001 

f 73 I73 173 173 
850 850 850 x 5 0  
(4731 (473) 
550 1,023 550 1,023 

1,023  687  1,023 AX7 
336 336 

(4731 (473) 
550 1023 550 I m 3  

9. KECEfVhBLES 

18 



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT) 
NOTES  TO AND FORMING  PART OF THE  FINANCIAL  STATEMENTS 
31 DECEMBER 2001 

177,846 177,846 177,845 177,846 
(177,#46j (177,846) (177,845) ( I  77,846) 

4 
(41 

4 

4 

28,257 1,257 27,000 
(1,257j (1,257) 

27,000 27,000 

33,067 25,236 

86,667 77,936 86,667 77,936 

27,000 86,667 27,000 77,936 27.000 86.667 27.000 77.936 



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT) 
NOTES  TO AND FORMING  PART OF THE  FINANCIAL  STATEMENTS 
31 DECEMBER 2001 

2001 ZOO0 2001 2000 
3'000 S'000 %'Q00 3'000 

Current 
Other creditors 

Other curpuratiorts 
Dircctur related entiries 

6.797 3.27 I 6.787 3.21 1 
919 5x5 919 585 

7,716 3,806 7,706 3,796 

22 47 47 



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT) 
NOTES  TO AND FORMING  PART OF THE  FINANCIAL  STATEMENTS 
31 DECEMBER 2001 

listed options tu  acquire fully paid 
ordinary shares on or M o r e  30  July 
2002 at an exercise price of 5 I .  I O  45,161 45,261 

33,x 1 1 33:s 1 1 33,X 1 1 3 3 3  1 1 

33,x 1 1 33:s 1 1 33'81 l 33:s 1 1 

33,x 1 1 33:s 1 1 33'81 l 33:s 1 1 



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT) 
NOTES  TO AND FORMING  PART OF THE  FINANCIAL  STATEMENTS 
31 DECEMBER 2001 

2001 zoo0 2001 2000 
3'000 S'000 %'Q00 3'000 

410 

410 

410 

410 

410 

410 

410 

410 

820 x10  820 x10  

194 

232 

194 

232 
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422,736 578:604 

233,903 320,420 

7 3  



KINGSTREAM STEEL LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT) 
NOTES  TO AND FORMING  PART OF THE  FINANCIAL  STATEMENTS 
31 DECEMBER 2001 

No. 

f 

No. 
I 
I 

No. 

f 

No. 
I 
I 

37,600 35:366 37,600 35,366 

26,776 14J4U 26,776 14,240 
54,376 49,606 64,376 49,606 

67  67 
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(a) Controlled entities 

IO0 

IO0 
IO0 
IO0 
IO0 
IO0 
IO0 
IO0 
IO0 

IO0 
IO0 
IO0 
IO0 
IO0 
IO0 
IO0 
IO0 

* Controlled entities auditcd h?; firms other than Emst 8 Y omg. 
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(i) Transactions ofthc parcnl entity 
with director rclarcd entities: 

331 

371 

125 

129 

so 

43 

698 

3 23 

33  l 

371 

125 

129 

so 

43 

3 23 
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43 259 43 259 

43 7 59 43 759 

(65,9 17) 

313 
65 

48 

653 
I2 

60,988 

(X,195) 

1,450 
x0 

27 
270 

(57,1461 

323 
54 

48 

620 
12 

52,157 

1,450 
h6 

22 
270 

(950) (4,368) (950) (4,357) 
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Receivables rradc 

Receivables  rclatcd 
particskntities 

Sho~? rcrm deposits 

{ii) Fi tmc id  Liuhiiities 
'Trade creditors &: accruals 

Notes 

24 

5 

12 

Accounts payable - relarcd 12,24 
particskntities 

14 

Accountifig Policies Terms and Conditions 

(i) Firllrn~iaI  Asset 
Cash ar bank 43 

Weighted 
W W n g C  
effwtive 

interest rate 

13 U?& 

particskntities 919  919 NIA 
'Tutal financial liabilities 7,715  7,716 
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Fixed  interest rate 1naturing in: 

1%3tiElg M o r e  Non- 
interest I year Over 1 to than interest 

Financial  Instrument  rete or less 5 years 5 years  Bearing l'0th-l 

(i) I.'irlancial Asset 
Cash ar bank 177 I77 

(E)  Net fair values of Prnarlcial assets and liabilities 

,. . I he aggregate  net fair wlues of recognised fimrcial assets and financial liabilities, at tllc balawe date, arc as follows: 

Total carrying amount as Aggregate net  fair value 
per the balar1ce sheet 

2001 2000 200 1 2000 
%'000 $'OW W" 3'000 

Financial  asset 
Cash ar bank 
ShoI? rcrrn deposits 

Financial IiablIities 
'Trade creditors &: accruals 

43 I77 13 I77 
x2 x2 

43 259 13 259 

6,797 3,721 5,797 3,2? I 

Weighted 
Werage 
effective 

interest rate 

5.63% 
5.63% 

Accounts payable - related partics/errtides 919 5 x 5  919 5x5 
'Tutal financial liabilities 7,716 3,806 7,716 3,806 
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DIRECTOR’S DECLARATION 

Nikolais Zuks 
Director 
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INDEPENDENT AUDIT REPORT 

To the members of Kingstream Steel Limited (Subject to Deed  of  Company  Arrangement) 

Scope 
We have  audited  the  financial  report of Kingstream  Steel  Limited  (Subject  to  Deed of Company 
Arrangement) for the financial year ended 3 I December 2001, as set out on pages B to 3 1, including  the 
Directors' DecIuation.  The financial report includes  the financial statements of Kingstream Steel Limited 
(Sub-ject  to  Deed of Company  Arrangement). and  the consolidated financial statements of the consolidated 
entity comprising  the Company w d  the entities it controlled at year's  end or from  time to time during the 
tinancia1 year. The Directors are  responsible fur the fillancia1 report. We  have conducted an  independent 
audit ofthe tinancia1 report in order to express an opinion on it to  the members ofthe Company. 

Our audit  has been conducted in accordance with Australian  Auditing  Standards  to  provide  reasonable 
assurance  whether  the  financial  report  is  free of material  misstatement.  Our  procedures  included 
examination, on a  test  basis, of evidence  supporting the amounts  and other disclosures in the fiinanciai 
report, and the  evaluation of accounting policies and significant  accounting  estimates.  These procedures 
have  been  undertaken to form an opinion whether, in all material respects, the financial report is presented 
fairly in accordance with  Accounting Standards, other mandatory professional  reporting  requirements  and 
statutory requirements in Australia, so as  to present a view  which is consistent with our  understanding of 
the Company's and the  consolidated  entity's  financial position and  performance as represented by the 
results of their operations and their cash flows. 

The audit opinion expressed in this report has been  formed on the above basis. 

Qualifications 
As referred to in  Note 1 (a)  the Company and  the consolidated entity incurred a loss of $57.146 nillion and 
$65.91 7 million  respectively for the  financial year  ended 3 l December 2001 and subsequent  to  balance 
date,  have continued to  generate  a loss. At 3 1 December 2001, both the Conlpany  and the consolidated 
entity were also in a net current asset deikiency. 

On 27 November 200 I, the Company and  wholly owned subsidiaries Kingstream Pty Limited and Hurda 
Pty Limited were placed into Voluntxy Administration. A proposaI to enter  the  Company  and  a wholIy 
owned subsidiary  Kingstream  Pty Limited into  a Deed of Company  Arrangement was approved  at  a 
meeting of creditors 011 I4  March 2002. Hurda Pty Limited was placed into Iiquidation 011 the same &ate. 
On 3 April 2002 the Deed of Company  Arrangement was  executed and Kingstream Steel Limited and 
Kingstream Pty Limited  previously sub,ject to Voluntary Administration  became sub-ject to a Deed of 
Company  Arrangement. 

The  Committee of Creditors  approved  a  restructuring plan for Kingstream Steel Limited  and Kingstream 
Pty  Limited  and a conditio~~al Reconstruction Deed was executed on I November 2002, details of which are 
included in  Note 28(f). 

The Reconstruction Deed contenlplates a number  of events including a capital raising. 

The  assets of both the  Company  and the consolidated  entity  have been recorded  at  their  estimated  net 
realisable value. Liabilities have  been recognised in the financial report at full value. 
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As a  result of the above: 

I .  Due tu  the  uncertainty at this time relating to the success of t l ~ e  Reconstruction Deed, we are unable 
to obtain sufficient audit evidence to satisfy ourselves as tu  the carrying value ofthe assets. 

2. The  amount of the liabilities to be settled, by the  exchange  of  debt for equity,  and therefore the 
amount  of  the liabilities to be released by creditors, is dependent on the  outcome of assessments of 
validity of creditor claims and the implementation of the Reconstruction Deed.  The quantification 
of provisions for rehabilitation  and  other  liabilities may also be dependent on the  timing and 
method of divesture of assets. Therefore, we are unable to obtain  sufficient  audit  evidence to 
satisfy ourselves as tu the amount of liabilities as disclosed in notes 12 and I 3 .  

3 .  In addition to. and as a  result ofq the uncertainties detailed in the qualification paragraphs above. we 
are unable to satisfy ourselves as to whether the Company and the consolidated entity will be able 
to pay their debts  as and when they become due and payable. The fkmncial  report  may not incfude 
all adjustments relating to the recoverability and classification of recorded asset  amounts  or to the 
amounts and classiikation  of liabilities that might be necessary. 

These constitute Ii~njtations on the scope ofour audit. 

Qualified Audit Opinion 

Due to the significance of the uncertainties referred to  in the qualification paragraphs ( 1  ) to (3) above, we 
are unable to, and do not, express  an opinion as to whether the financial report of Kingstream Steel Limited 
(Subject to  Deed of Company Arrangement) is in accordance with: 

(a) the Corporations Act 200 1 including: 

(ii)  complying with Accountirtg StaYldards in Australia and the C:orporations Regulations 2001 ; 
m a  

(b) other mandatory professional  reporting requirements in Australia. 

Ernst & Young 

G H Meyerowitz 
Partner 
Perth 
Date: 1 K February 2003 
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