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IN
light of our results, and in consideration of stronger 
cash flow generation, the Board approved a second
successive increase in the dividend for the 2003
financial year, bringing the total dividend for the year 
to 13 cents per share, fully franked. This is an increase
of 1.5 cents, or 13% from last year.

We anticipate being able to maintain quality returns to shareholders
through the acquisition of the INL publishing business in New Zealand,
which has been accretive from its first day, and management’s focus on
franchise quality, revenue growth and the key advertising categories.

Progress to date in the publishing business in New Zealand is most
gratifying and we are confident that this acquisition will prove highly
beneficial to our overall position. Fairfax New Zealand  is comprised
of quality mastheads, well positioned in their markets, and with good
prospects for growth.

Our Chief Executive, Fred Hilmer, and his team have worked
assiduously in the face of difficult trading conditions that have yet to
return to the peaks we experienced before the Sydney Olympics and
September 11, 2001. In these circumstances, when a downturn in the
business cycle is compounded by commercial instability worldwide,
the challenge for management has been to deliver sound earnings and
improve the company’s strategic position. We believe we made good
progress on those matters during the year under review.

A broad range of activity is underway that is steadily improving the
business. Now that major capital expenditures have been completed
satisfactorily, we can bring more resources to bear on our publications
and their position in the market.

The official ceremony to mark the completion and opening of The
Age Print Centre at Tullamarine was a landmark day for the company.
With our investment in The Age Print Centre of $220 million over the
past four years, we have gone from a plant that gave us great service

for many years at Spencer Street to a state-of-the-art facility geared to
the production of newspapers and magazines of the highest quality for
decades to come.

We believe the way to perpetuate the status of The Age and our other
newspapers is to reinvent, refresh and reinvigorate them so that they
serve our readers and advertisers in the best possible way. Similarly,
the upgrade of capacity at Chullora is providing reader and commercial
benefits to The Sydney Morning Herald and The Sun-Herald.

We remain commited to continue to make our publications relevant
and exciting to their readers in their respective communities,
recognising that each market is different and is treated as such.

We have fulfilled our commitment to reduce the losses at f2, and to
continue f2’s path to growth and profitability as a leader in online
News and Classifieds. f2 is strongly positioned in the key markets of
NSW and Victoria.

We take great pride in our publications, the quality of their journalism,
the professionalism of our staff, and the important role Fairfax plays
as an independent media voice in the community. We admire the
courage of Paul McGeough in his outstanding coverage of the war 
in Iraq for The Sydney Morning Herald and The Age, and the authori-
tative reporting of business by the Australian Financial Review.

Our regional and community papers are performing extremely well.
New publications, such as the (sydney) magazine, are bringing exciting
new journalism to our readers and create new revenue streams, even
as Good Weekend maintains its position as the country's leading quality
newspaper inserted magazine.

Your Board, together with management and staff, is committed to
pursuing its primary objective of enhancing shareholder value over
time. We aim to achieve this through Fairfax’s continued strength and
leadership as a quality media company.

CHAIRMAN’S REPORT 

DEAN WILLS AO

YOUR BOARD OF DIRECTORS BELIEVES THAT FAIRFAX IS WELL POSITIONED FOR THE YEARS AHEAD. WE ARE PLEASED TO REPORT THAT

DURING THE YEAR UNDER REVIEW WE ACHIEVED CONSIDERABLE ADVANCEMENT OF OUR COMPANY’S FUTURE PROSPECTS. OUR VIEWS STEM

FROM A BETTER PROFIT RESULT, STRONG OPERATING PERFORMANCE, THE FULL BENEFITS AHEAD FROM OUR ACQUISITION IN NEW ZEALAND,

AND INVESTMENT IN NEW PLANT IN AUSTRALIA. WE BELIEVE THESE FACTORS SHOULD UNDERPIN SHAREHOLDERS’ CONFIDENCE IN THE

FUTURE GROWTH OF OUR COMPANY.

FOR THE FUTURE
FAIRFAX—WELL POSITIONED
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“WE TAKE GREAT PRIDE IN OUR PUBLICATIONS, THE QUALITY OF THEIR JOURNALISM, THE PROFESSIONALISM OF

OUR STAFF, AND THE IMPORTANT ROLE FAIRFAX PLAYS AS AN INDEPENDENT MEDIA VOICE IN THE COMMUNITY. ”
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CHIEF EXECUTIVE OFFICER’S REPORT 

FREDERICK G. HILMER AO

THE 2003 FINANCIAL YEAR WAS A YEAR OF ACHIEVEMENT. WE DELIVERED STRONG PROFIT GROWTH IN A TOUGH MARKET ENVIRONMENT

WHILE COMPLETING PROJECTS WHICH SUBSTANTIALLY STRENGTHENED OUR BUSINESS.

WE
increased our printing capacity significantly through
our new plant at Tullamarine in Melbourne and the
upgrade of plant at Chullora in Sydney, and at the
same time forged new Enterprise Bargaining
Agreements with our printing staff. Fairfax also
made a major step forward by purchasing a leading

publishing business in New Zealand, the largest acquisition in the
company’s history.

We refined our management structure to provide a stronger focus,
editorially and commercially, across our metropolitan mastheads. We
achieved sound revenue growth in a difficult market that has been
affected by the business cycle and challenging global developments.

Cost discipline has been a constant over the past five years.With close
attention to expenditures, and by productivity improvements and
redesigning our work, we have held costs essentially flat over the past
three years.

Throughout, our publications continued in their tradition of indepen-
dent, quality journalism, with robust coverage of war and terrorism
abroad, and the events at home that shape our lives. Once again, our
journalists received accolades, with Anne Davies and Kate McClymont
of The Sydney Morning Herald claiming the Gold Walkey – the profes-
sion’s highest honour – for their coverage of the Bulldogs football club
in Sydney. The Age’s John Spooner received the Melbourne Press
Club’s Graham Perkin Award for Journalist of the Year.

These achievements highlight Fairfax’s distinctive role as a large
publishing group with strong local publications, each of which are led
locally and are integral parts of their respective communities.

Examples of this include Michael Gawenda’s longstanding leadership
of The Age in Melbourne and Julie Ainsworth’s new appointment as
manager of the Newcastle Herald.

THE NET PROFIT GROWTH OF 134% IS THE RESULT 
OF THREE MAJOR FACTORS:
– An improvement in the underlying publishing business, with

revenues up 4% and costs increasing by less than 3%, even 
after absorbing one time startup costs at Tullamarine and other
restructuring costs;

– A reduced loss for f2, with revenues up by over 77% and costs
sharply reduced as a result of restructurings; and

– Reduced financing costs and tight cash management.

We have had healthy earnings growth, with EBIT up more than 23%.
This is a strong performance by both our metropolitan broadsheets
and in our regional and community publications. Our newspapers
have the strongest readership profile in the industry, and good overall
circulation.

We have met our commitments on f2, sharply reducing expenses,
exiting businesses that were not meeting our goals, and building
leading News and Classifieds sites. f2 is currently trading profitably at
the EBITDA level, and we expect f2 to improve further this year.
f2 Network has the #1 position in news in Australia, and the classified
sites had revenue growth and gains in market share that exceeded 
the overall performance of internet sites in Australia.

I believe our classified franchises remain strong and vibrant, with
opportunities to provide continuing growth. Notwithstanding the

AND OPPORTUNITY
A YEAR OF ACHIEVEMENT
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PROFIT AFTER TAX 

PRE-SIGNIFICANT ITEMS

OF $125.5 MILLION

39%➔

EBIT PRE-SIGNIFICANT ITEMS 

OF $201.3 MILLION

23%➔

TRADING REVENUES 

OF $1.21 BILLION

3%➔
EARNING PER SHARE 

PRE-SIGNIFICANT ITEMS 

OF 14.4 CENTS

29%➔



Inside business.
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CHIEF EXECUTIVE OFFICER’S REPORT 

CONTINUED

I BELIEVE ONE OF THE STRENGTHS OF THE COMPANY IS 
THAT ALL OF US HERE HAVE PRIDE IN WHAT WE DO — PRIDE IN

THE ROLE THAT FAIRFAX PLAYS IN OUR SOCIETY IN TERMS 
OF A HIGH QUALITY, INDEPENDENT PRESS

“
”

current softness in employment advertising in our key markets, New
South Wales and Victoria, which has affected employment classified
volumes, we are well placed for print employment classifieds to
benefit from a recovery in those markets.We have strategies in place –
by offering total solutions for our clients and customers – to provide
the best products for recruitment branding and advertising in print
and online, and to be the best source of jobs for our readers. The
response to what Fairfax can provide as a leader in both media
platforms is most encouraging.

OUR PRIORITIES FOR THE 2004 FINANCIAL YEAR INCLUDE:

FRANCHISE QUALITY. We will continuously improve the quality of our
franchises with readers, advertisers and the general community. There
have been design improvements in The Sydney Morning Herald,
The Age, and the Weekend Financial Review. the (sydney) magazine has
captured a large audience and new advertisers. The Newcastle Herald
has gained substantial circulation and readership, and The Illawarra
Mercury is showing good growth.

REVENUE GROWTH. We are committed to obtaining the full benefits of
the investments we have made in our printing plants by fully utilising
their capabilities to meet the needs of advertisers and readers. These
include back-to-back colour capacity, a greater ability to redesign
sections and inserts, and improved distribution through more reliable
delivery of our publications.

COST MANAGEMENT. We will continue to improve work processes to
achieve real cost savings that absorb a material part of the inflationary
increases in the cost base. This is a continuous process across the
business.

DELIVERING ON FAIRFAX NEW ZEALAND. We aim to deliver a result that
exceeds market expectations. Our New Zealand mastheads are leaders

in their markets and well positioned for further growth. Under the
leadership of Brian Evans, the CEO of Fairfax New Zealand, the
acquisition proceeded well from the first day. There is now a group
focus on platforms, purchasing, systems and editorial, and strategies
to grow the national Sunday newspapers and the magazine group.

CAPABILITY BUILDING. We will continue upgrading the quality of our
people, management and management processes throughout the
company. It is a great strength that all of the recent senior
appointments – Alan Revell, Managing Director, Commercial and f2;
Linda Price, Director of Organisation Development; Mark Scott,
Editor-in-Chief, Metropolitan Newspapers; Brian Evans in New
Zealand; and James Hooke, the new General Manager, Fairfax
Regional and Community Newspapers – have come from within. Our
objective is to build management strength throughout the business.

closing, I want to pay tribute to our staff for their
professionalism and hard work through the year. I believe
one of the strengths of the company is that all of us here
have pride in what we do – pride in the role that Fairfax
plays in our society in terms of a high quality,
independent press. For us, there is nothing better than

bringing you the most informative and engaging coverage of your
community, the nation and the world every day – and to also have a
company that is strong commercially and financially, with a robust
future for our publications and internet businesses.

We now have a greatly expanded team across the Tasman, and they
have our appreciation. I also want to note the contribution of Mark
Bayliss, our Chief Financial Officer, who has recently given notice of
his intention to leave the Company in November. Mark has helped
lead improvements in the business, our systems and reporting across
the entire company. Mark leaves with our thanks, and good wishes.

IN
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MR ROGER CORBETT AM

NON-EXECUTIVE DIRECTOR

(JOINED THE BOARD 4 FEBRUARY 2003)

Mr Corbett has been involved in
the retail industry for nearly 40
years. In late 1984 Mr Corbett
joined the Board of David Jones
Australia as Director of
Operations. In 1990 he was
appointed to the Board of
Woolworths Limited and to 
the position of Managing
Director of BIG W Australia.
On 1 January 1999, Mr Corbett
was appointed Chief Executive
Officer of Woolworths Limited
and still holds this position.

MR MARK BURROWS

NON-EXECUTIVE DIRECTOR 

(JOINED THE BOARD 22 JANUARY 1996)

Mr Burrows is an investment
banker and currently the
Executive Deputy Chairman 
of ING Barings Holdings
Limited, Deputy Chairman of
Brambles Industries Limited 
and a Director of Burns Philp 
& Company Limited. He chaired
the Companies and Securities
Advisory Committee from 
1989 to 1994 and was one of 
the principal participants in the
creation of the Australian
Securities Commission.

MRS MARGARET JACKSON AC

NON-EXECUTIVE DIRECTOR

(JOINED THE BOARD 1 MARCH 2003)

Ms Jackson is Chairman of
Qantas Airways Limited. She
became a Director of Qantas 
in 1992, and was appointed
Chairman in August 2000. A 
full-time company director since
1992, Ms Jackson is currently 
on the boards of ANZ, Billabong
International as well as John
Fairfax Holdings Limited.

MR RONALD WALKER AC CBE

NON-EXECUTIVE DIRECTOR

(JOINED THE BOARD 4 FEBRUARY 2003)

Mr Walker has been a prominent
businessman in Australia for
more than 30 years and was
Lord Mayor of Melbourne from
1974 to 1976 having served two
terms. He was founder and
Chairman of one of Australia's
largest private chemical
companies between 1963 and
1976, was co-founder, director
and major shareholder 
of Hudson Conway Limited,
and co-founder and major
shareholder of Crown Casino
Limited. Mr Walker is a
substantial shareholder and
Deputy Chairman 
of Primelife Limited. Mr Walker
is also Chairman of the
Australian Grand Prix
Corporation, the Melbourne
2006 Commonwealth Games
and Trustee of the National
Gallery of Victoria.

MR FREDERICK HILMER AO

CHIEF EXECUTIVE OFFICER

(JOINED THE BOARD 9 NOVEMBER 1998)

Prior to Mr Hilmer’s
appointment to Fairfax, he was
Professor of Management at the
Australian Graduate School of
Management (AGSM) in the
University of New South Wales
and a director of Port Jackson
Partners Limited. Prior to 
joining the AGSM, Mr Hilmer
was a partner of McKinsey &
Company for 20 years and for
the last 9 of those years managed
the Australian practice.
Mr Hilmer is Deputy Chairman
of Westfield Holdings Limited,
former Chairman of Pacific
Power Limited and former
Deputy Chairman of Foster’s
Brewing Group Limited.

THE BOARD OF DIRECTORS 
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MR DEAN WILLS AO

NON-EXECUTIVE CHAIRMAN

(JOINED THE BOARD 4 OCTOBER 1994)

Mr Wills is one of Australia’s
leading businessmen. He has
been President of the Business
Council of Australia and a
member of the Board of the
University of New South Wales
Graduate School of
Management. Formerly, he was
both Chairman and Managing
Director of Coca-Cola Amatil
Limited and Chairman of
National Mutual Life Association
of Australasia Limited and
National Mutual Holdings
Limited. Presently, he is
Chairman of Transfield Services
Ltd, a Director of Westfield
Holdings Limited and Chairman
of the Coca-Cola Australia
Foundation Ltd.

SIR RODERICK CARNEGIE AC

NON-EXECUTIVE DIRECTOR

(JOINED THE BOARD 7 JANUARY 1992)

Sir Roderick Carnegie is the
former Managing Director,
Chief Executive and Chairman
of CRA Limited and the founder
of the Australian practice of
McKinsey & Company. During
the past year he was Chairman 
of Adacel Technologies but 
has recently retired from that
company. He serves as patron 
of the Australian Centre for
Blood Diseases.

MRS JULIA KING

NON-EXECUTIVE DIRECTOR

(JOINED THE BOARD 17 JULY 1995)

Mrs King has had more than 
30 years' experience in media
marketing and advertising.
She was Chief Executive of the
LVMH fashion group in Oceania
and developed the businesses 
in this area and has recently
completed a project for LVMH
in India. Prior to joining LVMH
she was the Managing Director
of Lintas Advertising. She has
been on the Australian
Government's Task Force for 
the restructure of the Wool
Industry, the Council of the
National Library and Heide
Museum of Modern Art. Julia
King is a Director of Servcorp
Australian Holdings Pty Limited
and Opera Australia.

MR DAVID GONSKI AO

NON-EXECUTIVE DIRECTOR

(JOINED THE BOARD 29 SEPTEMBER 1993)

Mr Gonski is Chairman of
Investec Australia Limited and
Coca-Cola Amatil Limited. He 
is also a director of the Australia 
& New Zealand Banking Group
Limited and Westfield Holdings
Limited. In addition, he is
Chairman of the Australia
Council and involved in a
number of other not-for-profit
organisations.

Fairfax Annual Report 2003 9
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CHIEF FINANCIAL OFFICER’S REPORT 

MARK BAYLISS

GROUP TRADING PERFORMANCE
rading revenue increased by 3% to $1.21 billion in a
difficult advertising market. Excluding the impact of the

CitySearch directories business, which was sold last year,
underlying trading revenue increased $55.4 million or
approximately 5%. Over the past three years, group costs 
have fallen as a result of our continued commitment to cost
management. Costs continued to fall in 2003 despite a number
of one off items comprising asset write-downs ($4.7m),
redundancies relating to the recent restructure ($6.0m) and

dual running costs for Tullamarine ($7.0m). Excluding these non
recurring items, costs decreased $21.6 million or 2.3% to $922.0
million. EBITDA margins increased from 19.6% last year to 22.4%
this year. Earnings per share pre-significant items increased to 14.40
cents, up 29% from last year.

PUBLISHING – REVIEW OF UNDERLYING TRADING

REVENUES

Publishing business revenues increased 4% from $1.14 billion last 
year to $1.18 billion this financial year. The increase was primarily
driven by a sharp increase in display advertising, which was partially
offset by weaker employment and real estate markets in the second half
of the year.

Advertising revenues grew by 5% while circulation revenue fell by 1%
compared to last year. The volume of classified advertising was down
3% while display advertising volume was up 2%.Yield increases were
achieved in all categories.

The Sydney Morning Herald reported a 3% increase in advertising
revenue. Classified volume declined by 2% while display volume
increased by 6%. Yield increases offset the volume declines. All
categories of display advertising showed an increase in volume.
Classified volumes in real estate remained consistent with the prior
year, motor vehicles increased, while employment and other categories
showed small declines. Circulation revenue grew by 1% for both the
Saturday and weekday editions. There were no changes in the cover
price of the weekday paper during the year. There was an increase in
the price of the Saturday Herald of 20 cents in February 2003 to $2.20.

The Age recorded a small decrease in total advertising revenue of 1%.
Classified volumes fell by 5% while display volumes increased by 2%.
Yields across all categories of display and classified advertising
increased. Circulation revenue remained in line with last year. There
were no changes in the cover price during the year.

The Australian Financial Review suffered a fall in advertising revenue
of 6%. An increase in yield of 8% helped to partially offset the decline 

OVERVIEW

THE 2003 FINANCIAL YEAR, IN ADDITION TO BEING A PERIOD OF CHANGE AND GROWTH FOR THE FAIRFAX GROUP,

HAS ALSO BEEN A YEAR IN WHICH OUR PERFORMANCE HAS TURNED AROUND. WE MAINTAINED OUR FOCUS BY

DRIVING REVENUE GROWTH IN THE EXISTING AUSTRALIAN BUSINESS WHILE ACTIVELY MANAGING COSTS AND

CONTROLLING OUR CAPITAL EXPENDITURE WITHIN PREVIOUSLY INDICATED LIMITS. AS A RESULT, WE GREATLY

IMPROVED OUR PERFORMANCE IN A RELATIVELY DIFFICULT MARKET, WITH STRONG INCREASES IN NET PROFIT AND

EARNINGS PER SHARE, ENABLING A SIGNIFICANT LIFT IN THE DIVIDEND PAID TO SHAREHOLDERS.

AND ANALYSIS
MANAGEMENT DISCUSSION

T
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KEY STATISTICS 2003 2002

EBITDA MARGIN (%) — PRE-SIGNIFICANT ITEMS 22.4 19.6

NET DEBT TO EQUITY (%) 67.4 43.6

INTEREST COVER (TIMES) — PRE-SIGNIFICANT ITEMS 11.5 7.8

EARNINGS PER SHARE — PRE-SIGNIFICANT ITEMS (CENTS) 14.4 11.2

EARNINGS PER SHARE — AFTER SIGNIFICANT ITEMS (CENTS) 14.4 6.2

DIVIDEND PER SHARE (CENTS) 13.0 11.5

FINANCIAL HIGHLIGHTS
➔ PROFIT AFTER TAX PRE-SIGNIFICANT ITEMS OF $125.5 MILLION UP 39%

➔ EARNINGS PER SHARE PRE-SIGNIFICANT ITEMS OF 14.4 CENTS UP 29%

➔ EARNINGS BEFORE INTEREST AND TAX (EBIT) PRE-SIGNIFICANT ITEMS OF $201.3 MILLION UP 23%

➔ TRADING REVENUES OF $1.21 BILLION UP 3%

➔ INTEREST COVER BASED ON EBITDA PRE-SIGNIFICANT ITEMS INCREASED FROM 7.8 TO 11.5 TIMES
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in volume. The decrease in volume was driven by the continued
weakness in the banking, finance, IT and telecommunications
advertising sectors. Despite this ongoing pressure, the AFR
maintained its market share during the year. Circulation revenue was
consistent with the prior year. There was a 30 cent increase in the
cover price during the year to $2.50.

The Sun-Herald showed a 7% increase in advertising revenues.
Classified volumes were down, however, this was offset by an increase
in display volumes.Yields increased in total driven by the increase in
classified yields which was partially offset by a small decline in display
yields. Circulation revenue fell by 5% from last year. There were no
changes in the cover price during the year.

Advertising revenue for all magazines increased by 2% from the prior
year. Good Weekend had a very good year, with advertising revenue
increasing by 9%. This trend was sustained across all lifestyle titles.
However, this was offset by a decline in revenue from our business
publications that were under pressure in a weak banking and finance
environment.

Fairfax Community and Regional Newspapers registered EBITDA
growth of 23% on increased revenue. The Newcastle Herald, Illawarra
Mercury and Warrnambool Standard all registered good circulation
growth. The Newcastle Herald has grown circulation by over 20% over
the past five years.

COSTS

The underlying publishing division costs base has grown at slightly
less that 1% per annum compound over a three year period.

f2 – REVIEW OF UNDERLYING TRADING
f2 results improved significantly on the prior year reporting an
EBITDA loss of $1.7 million compared to $22.7 million in the prior
year. As previously foreshadowed, the total EBIT loss of f2 was less
than $10 million. This improvement has been achieved by significant
growth in online advertising revenue during the past 12 months and
web traffic at record levels. Online advertising revenue grew 77% over
the prior year. f2 is currently trading profitably at the EBITDA level
and we expect further improvements this year.

BALANCE SHEET
The group’s balance sheet has changed considerably from 30 June
2002 due to the acquisition of the New Zealand publishing assets of
Independent Newspapers Limited on 30 June 2003 for A$1.036 billion.
The group acquired a large number of mastheads published throughout
New Zealand that have been booked at their cost of $942.8 million.
All other assets and liabilities acquired in this transaction are recorded
in the Group’s balance sheet as at 30 June 2003 in their respective
category including receivables, payables and property, plant and
equipment. External debt and shareholders’ equity increased by
$614.2 million and $358.7 million respectively to fund this transaction.

In addition, the Tullamarine printing plant came on line as planned in
late January 2003.We commenced depreciating the plant at this time.

CHIEF FINANCIAL OFFICER’S REPORT 

CONTINUED

PROFIT AND LOSS 
2003 2002 Variance

$M $M %

GROUP: Underlying Trading

Trading revenue 1,210.1 1,173.9 3.1%

Costs 939.7 943.6 (0.4%)

EBITDA 270.5 230.4 17.4%

Depreciation 69.2 66.9 3.4%

EBIT 201.3 163.5 23.1%

PUBLISHING: Underlying Trading

Trading revenue 1,183.7 1,137.8 4.0%

Costs 911.5 884.8 3.0%

EBITDA 272.2 253.0 7.6%

Depreciation 61.9 60.4 2.5%

EBIT 210.3 192.5 9.2%

f2: Underlying Trading

Trading revenue 26.4 36.2 (27.1%)

Costs 28.1 58.8 (52.2%)

EBITDA (1.7) (22.7) 92.5%

Depreciation 7.3 6.4 14.1%

EBIT (9.0) (29.1) 69.1%

BALANCE SHEET DATA
2003 2002

$M $M

Total assets 3,426.2 2,314.7

Net debt (1,200.3) (586.1)

Shareholders’ funds 1,777.4 1,344.5

CASH FLOW DATA
2003 2002

$M $M

Cash flow from operations 254.4 135.8

Capital expenditure (187.2) (118.2)

Interest paid (net) (23.2) (31.1)

Dividends paid (104.8) (92.8)

Net debt reduction/(increase) (614.2) 179.7

Operating cash flow per share (cents) 29.3 18.5
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We continue to build on the significant improvements in working
capital that we achieved in the prior year by active management of
receivables, payables and inventory. Careful management resulted in a
decrease in working capital of $5.1 million. Going forward we are
committed to active management of our working capital base.

CASH FLOW AND DEBT
The group’s operating cashflow increased by $118.5 million or 87%
compared to the prior year. Careful management of our tax payments
together with a decrease in working capital drove this good result.

In the current year, depreciation was equal to capital expenditure in
Australia resulting in a neutral effect on cashflow.

Fairfax net debt levels increased by $614.2 million to $1,200.3 million.
This increase resulted primarily from the external funding required
for the Independent Newspapers Limited asset acquisition completed
on 30 June 2003. The remainder of the funding for this transaction
was sourced through equity, where an institutional placement and a
share purchase plan raised $305.4 million and $60.8 million
respectively. These inflows were reduced by $70.9 million of capital
expenditure as we finalised the Tullamarine and Chullora expansion.

Gearing, as measured by net debt as a percentage of debt and equity,
increased from 30% in the 2002 financial year to 40% in 2003.

Interest cover also improved from 7.8 times EBITDA pre-significant
items last year to 11.5 times this year.

Going forward, capital expenditure in Australia and New Zealand will
be two-thirds of total depreciation.

We will continue to actively manage our capital base to provide a
higher return to shareholders.

DIVIDENDS
Dividends of $104.8 million were paid during the financial year.This
comprised $16.6 million for PRESSES and $88.2 million in ordinary
dividends.

The PRESSES dividends paid in December 2002 and June 2003 were
$3.3341 and $3.3159 respectively per $100 share. The ordinary
dividend paid of $88.2 million comprised a final dividend for 2002 of
7 cents and an interim dividend of 5 cents for 2003. All dividends
were fully franked.

A fully franked final dividend for 2003 of 8 cents has been declared,
taking the total dividend per share for 2003 to 13 cents per share,
1.5 cents or 13% higher than the prior year.

Going forward we intend to provide a fully franked dividend with a
payout ratio of at least 70% through the cycle.

SIGNIFICANT ITEMS
There are no significant items in the current year.This compares with
$36.5 million post tax reported in the prior year in respect of the
closure of the CitySearch directories business.



JAMES HOOKE 
GENERAL MANAGER, FAIRFAX REGIONAL
AND COMMUNITY NEWSPAPERS 

RESPONSIBILITIES 

Management of the FRCN
Division of over 50 mastheads,
including The Herald
(Newcastle, Hunter and Central
Coast editions), The Illawarra
Mercury,The St George and
Sutherland Shire Leader and 
The Warrnambool Standard.

EXPERIENCE 

Manager of Strategy for John
Fairfax from 2001 to 2003;
corporate strategy and business
development; author of three
books on spoken communication.

“The strength of our regional 
and community papers is their
connection with their local 
communities – local readers and
local advertisers.This relationship
has fuelled strong revenue growth
over the past few years and 
will form the basis of continued
top-line growth.”

GAIL HAMBLY 
GROUP GENERAL COUNSEL AND
COMPANY SECRETARY 

RESPONSIBILITIES 

Provision of legal services across
the Group; Company Secretarial
services throughout the Group
and to the Board; regulatory 
and legislative issues affecting
the company; director of several
subsidiary companies within 
the Group.

EXPERIENCE 

Over ten years as a member 
of the Executive Management
Team and service to every 
CEO and the Board; Media and
Communications Committee,
Law Society of New South
Wales 

“My job is to assist Fairfax to be 
a vigorous and competitive media
company that fulfils its public 
trust and acts with integrity and
within the law in its editorial 
and commercial activities.”

ALAN REVELL
MANAGING DIRECTOR, COMMERCIAL
DIVISION AND f2

RESPONSIBILITIES

Advertising revenue, marketing
and circulation sales across 
The Age, Sunday Age,The 
Sydney Morning Herald and 
The Sun-Herald and their
inserted magazines, plus our
online division, f2.

EXPERIENCE

More than 20 years in
newspapers in England, Papua
New Guinea and Australia;
editor and then publisher of The 
Sun-Herald and publisher of 
Fairfax's regional titles; publisher
and editor-in-chief of The
Sydney Morning Herald and 
The Sun-Herald; responsibility 
at f2 for the News and
Classifieds sites.

“My team’s overall goal is to 
grow profitable revenue by
dominating the most valuable
audiences and advertising
categories through a portfolio of
products and channels, to  grow
our position in employment and
real estate, and to develop the
capabilities of our contact 
centres. Our newly created group
approach to marketing will see 
a focus on demand creation for 
our publications.”

BRIAN EVANS 
CEO, FAIRFAX NEW ZEALAND

SEE PAGE 18

MARK BAYLISS 
CHIEF FINANCIAL OFFICER 

SEE PAGE 10

EXECUTIVE MANAGEMENT TEAM
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PETER GRAHAM
DIRECTOR, GROUP OPERATIONS

RESPONSIBILITIES

Production and distribution 
of all Fairfax publications;
newsprint and major supply
contracts; IT; construction 
and completion of Tullamarine
and Chullora projects.

EXPERIENCE

Extensive experience in leading
large, complex technology and
service organisations throughout
the public and private sectors.

“We are focused on maximising 
the return on investment in people
and plant through improved
operational performance, efficient
and cost effective systems, and
effective logistics.”

MICHAEL GILL 
PUBLISHER AND EDITOR-IN-CHIEF,
FAIRFAX BUSINESS MEDIA 

RESPONSIBILITIES

Editorial quality and business
performance of The Australian
Financial Review, AFR Magazine,
BOSS, BRW, Shares, Personal
Investor, Asset, CFO, MIS.

EXPERIENCE

Nearly three decades in
journalism, serving at The Age,
The National Times,The
Australian Financial Review,
Business Sunday and The
Newcastle Herald. Appointed 
to the current role in 1998.

“The core goal is to ensure that 
the Fairfax Business Media
products sustain a demonstrably
high value in the hands of readers
and, therefore, of advertisers.”

MARK SCOTT
EDITOR-IN-CHIEF
METROPOLITAN NEWSPAPERS

RESPONSIBILITIES

Editorial content of The Age,
The Sunday Age; The Sydney
Morning Herald and The 
Sun-Herald, and smh.com.au
and theage.com.au

EXPERIENCE

Managing Editor (Saturday),
The Sydney Morning Herald;
Deputy Editor and News Editor,
The Sydney Morning Herald;
Director of Organisation
Development, Fairfax;
Olympics News Editor, John
Fairfax Group.

“To grow circulation and
readership through quality
journalism: producing better
newspapers and websites that set
the news agenda for the nation,
that have a reputation for fairness,
accuracy and balance, and that
readers find compelling and
indispensable in their lives.”

LINDA PRICE
DIRECTOR, ORGANISATION
DEVELOPMENT

RESPONSIBILITIES

Recruitment, performance
management, succession
planning, organisation
development, change
management, remuneration,
health and safety, and employee
relations.

EXPERIENCE

Joined Fairfax in November
2000 after numerous roles in 
IT management in a variety 
of manufacturing, distribution
and service organisations.
Holds a Diploma of Education,
a Bachelor of Applied Science 
and an MBA.

“Our key focus will be to 
deliver the corporate objectives 
of improved performance 
management, succession planning
and organisation capability.”

Fairfax Annual Report 2003 15
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he winner of 12 architectural and building awards,
The Age Print Centre is the most modern

advanced newspaper and magazine printing plant in
Australia. With a staff of 150, the new plant is
providing The Age and other Fairfax publications
with world-class printing facilities, contributing to
The Age’s growth and to Fairfax’s position as a
leading media company in Australia.

Fairfax Chairman Dean Wills said that the plant would
deliver newspapers and magazines of the highest quality
for decades to come. “The Age has a proud place in the
history and development of Victoria. Over the years it has
become a true icon.

“Bringing production of The Age,The Australian Financial
Review and our other publications to the leading edge of
print technology will give us even stronger newspapers
and magazines.There is compelling demand in the market
from our key advertisers for more capacity, especially in colour
printing, and both The Age and The Financial Review will deliver it to
them in standards of both quality and volume unavailable until now.”

The Age Print Centre has 100% back-to-back colour capability. Each
of the three presses can run at a speed of up to 75,000 copies an hour,
which means the plant can potentially print 21 average-sized newspa-
pers every second. The Age Print Centre also embraces the highest
environmental standards. As well as using recycled paper in its raw
newsprint, the plant has a major emphasis on recycling and a zero
emission policy with no effluent or waste water discharged from the plant.

The construction cost, on a like-for-like, per square foot basis, in constant
dollars, was 10% less expensive than any other publishing plant in Australia.

Chief Executive Officer Fred Hilmer said the plant was a great
milestone for the company, and said that the decision to invest in a
new plant in Victoria was a stay-in-business decision. “It was a
decision that really affected the future of The Age and Fairfax in
Victoria as businesses.This plant is now here, serving as the platform
for The Age and the AFR so that they can continue their role in
Victoria, and continue to build their business.

“To succeed, therefore, we had to have
the right plant, with the right
equipment, and under the right
management and leadership. All of
those attributes have come together
here at The Age Print Centre.”

Editor-in-Chief Michael Gawenda
said: “Next year The Age celebrates its
150th birthday. What better way to
begin the next 150 years than with a
strong foundation that this provides
for us? Together with a talented,
committed staff, growing readership
and advertiser support, the prospects
for The Age are, I believe, extremely
bright.”

Opening the new facility, Premier
Steve Bracks said that it was an historic day for The Age and Victoria.
“One of the key icons in Victoria is turning a new leaf, a new chapter,
a new period in its history… I congratulate the employees of The Age,
past and present who have helped turn this dream into reality.

“The Age has always upheld the notion of editorial independence. It
has probably been more upheld in The Age than in any newspaper in
the world. We all owe a great gratitude to The Age for upholding that
notion of independence, of being Victorian, and having the news
behind the news.”

The opening was also attended by the Federal Minister for the
Environment, Dr David Kemp, Victorian Treasurer, John Brumby,
leader of the Opposition, Robert Doyle and local MPs.

The Age Print Centre now prints all editions and sections of The Age
and The Australian Financial Review. Tours for Victorian schools will
begin later this year. Readers and advertisers can take a tour of The
Age Print Centre online at www.theageprintcentre.com.au which
contains multimedia presentations, key milestones, products, awards,
and safety and environment news.

TULLAMARINE OPENING

THE AGE PRINT CENTRE AT 
TULLAMARINE OFFICIALLY OPENED 
IN A GALA, MULTIMEDIA CEREMONY LED BY FAIRFAX CHAIRMAN DEAN WILLS AND CHIEF EXECUTIVE OFFICER FRED HILMER AND ATTENDED

BY 300 STAFF AND GUESTS, THE AGE PRINT CENTRE WAS OFFICIALLY OPENED BY THE PREMIER OF VICTORIA AT THE END OF JULY. THE STATE-

OF-THE-ART FACILITY, LOCATED ON A PROMINENT SIX HECTARE SITE ADJOINING THE TULLAMARINE FREEWAY NEAR MELBOURNE AIRPORT,

WAS CONSTRUCTED AT A COST OF $220 MILLION OVER THE PAST 4 YEARS. OVERSEEN BY PETER GRAHAM, THE DIRECTOR OF GROUP

OPERATIONS, THE NEW FACILITY WAS COMPLETED ON BUDGET.

THE HON. STEVE BRACKS, PREMIER OF VICTORIA,
OPENING THE DOOR ON A NEW CHAPTER AT FAIRFAX

T
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NEW ZEALAND

Q+A WITH BRIAN EVANS,
CEO, FAIRFAX NEW ZEALAND  

UPON ANNOUNCEMENT OF THE ACQUISITION OF THE FORMER INL GROUP OF NEWSPAPERS, MAGAZINES, AND RELATED BUSINESSES IN 

NEW ZEALAND, BRIAN EVANS WAS APPOINTED CEO OF FAIRFAX NEW ZEALAND.

THE PUBLISHING GROUP INCLUDES THE DOMINION POST IN WELLINGTON, AND THE PRESS IN CHRISTCHURCH; THE SUNDAY STAR TIMES

AND SUNDAY NEWS NATIONAL NEWSPAPERS; REGIONAL AND COMMUNITY PAPERS THROUGHOUT THE NORTH AND SOUTH ISLANDS;

MAGAZINES INCLUDING TV GUIDE, CUISINE, AND NEW ZEALAND HOUSE AND GARDEN; GORDON & GOTCH; AND THE STUFF.CO.NZ

WEBSITES. THE ACQUISITION WAS COMPLETED ON JUNE 30, 2003.

reviously, Brian served as the Group General Manager of
Fairfax Regional and Community Newspapers and is a
member of the Executive Management Team of Fairfax,
reporting directly to the CEO. Brian has had 30 years
experience in the newspaper industry, with the past nine

years working with Fairfax, most recently taking The Newcastle
Herald from a position of decline to the fastest-growing
significant daily newspaper in Australia.

Q. WHAT HAVE YOUR PRIORITIES BEEN SINCE CLOSING 
THE ACQUISITION ON JUNE 30?

A. My first priority was to settle the management and staff into the new
company. An acquisition is a major endeavour and a very personal
experience for each of our 2,700 employees. I wanted a good
beginning for everyone – and we achieved that. Second, I wanted to
give our senior management team clear direction, so that there was
continuity in the business and a good sense of going forward
together.We also achieved that.Third, I wanted to make sure that we
were on target from Day 1 in not only meeting, but exceeding, our
budget goals. And so far, we are on course to perform.

Q. HOW ARE THE PEOPLE? AND HOW IS YOUR MANAGEMENT TEAM?

A. We were able to retain all the top managers in the business – 
I’m very proud of that. In large part it is because of the respect that
people here have for Fairfax as a quality, independent publisher.We
were very well received from the day we announced the acquisition.
During July, August and September all of our top executives went
through a training course with Auckland University to strengthen
their management skills. It also has helped build a common
language in the business, as well as a stronger team spirit.

Q. WHAT ARE YOUR IMPRESSIONS OF THE QUALITY OF THE PUBLICATIONS 
AND THE OVERALL BUSINESS?

A. The business is exactly as we perceived during due diligence:
what we bought is what we thought we were buying, and that is 

a very strong and successful publishing business. These are great
newspapers and magazines that are leaders in their markets. And 
I see tremendous opportunity in revenue generation.

Q. WHAT ARE YOUR PLANS FOR THE SUNDAY PUBLICATIONS, AND THE
MAGAZINES?

A. On Sundays, we have got about 330,000 combined circulation with
the Sunday Star-Times and the Sunday News – the largest and only
true national newspapers in the country.We can get revenue growth
through some group approaches. Our magazines have excellent
margins, and we want New Zealand House and Garden and Cuisine
to be the leading lifestyle magazines in New Zealand.

Q. WHAT ARE THE TYPES OF IMPROVEMENTS IN THE BUSINESS THAT YOU
BELIEVE CAN BE MADE?

A. We are introducing a group philosophy across the company:
obtaining the benefits of synergies through group sales, group
purchasing and group systems, particularly in editorial and
accounting. We have begun editorial sharing across several
mastheads, and with access to copy by our publications in both
Australia and New Zealand. This is an editorial-driven business,
which is a great strength to us. By stepping out of the silo-driven
sales mentality, and having a more common approach in these key
areas, we can register significant gains.

Q. HOW DO YOU LIKE LIVING AND WORKING IN NEW ZEALAND?

A. I have some issues with the traffic in Auckland and driving on NZ
roads! But seriously, while there are many similarities to Australia,
the papers and magazines are kiwi to their core – and becoming
immersed in New Zealand culture is very important to me.

Q. HAVE YOU CHANGED SPORTING ALLEGIANCES?

A. I now have two rugby teams to follow: the All Blacks and, if they
look like winning, the Wallabies.The All Blacks in NZ are a religion,
and I worship regularly.

P



Wellington (INL)
THE DOMINION POST

Christchurch (INL)
THE PRESS

TIMARU

NELSON

KAIKOURA

QUEENSTOWN

DUNEDIN

INVERCARGILL

AUCKLAND

NAPIER

NEW PLYMOUTH

HAMILTON

TAUPO

ROTORUA

WHANGAREI

PALMERSTON NORTH
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IS THE NUMBER 1 MAGAZINE IN AUSTRALIA FOR ... 

ADVERTISING REVENUE

REACHING AB READERS

REACHING READERS WITH A PERSONAL INCOME OF $100K+

REACHING PROFESSIONALS/MANAGERS

SOURCE MMS MEDIALOG JULY 02-JUNE 03, ROY MORGAN RESEARCH JUNE 03

FAIRFAX NEW ZEALAND PUBLICATIONS
MAGAZINES
ON HOLIDAY
BOATING NEW ZEALAND
CUISINE
FISH AND GAME NEW ZEALAND 
NEW ZEALAND FISHING NEWS
NEW ZEALAND GARDENER
NEW ZEALAND GROWING TODAY
NEW ZEALAND HORSE AND PONY
NEW ZEALAND TRUCKING
NZ HOUSE &  GARDEN STYLE 
TRUCK TRADER
TV GUIDE
AA DIRECTIONS (CONTRACT)
SKY WATCH

CENTRAL
UPPER HUTT LEADER
WAIRARAPA NEWS
THE HUTT NEWS
CONTACT
KAPITI OBSERVER
THE NORWESTER
HOROWHENUA MAIL
KAPI-MANA NEWS
THE LEADER

SOUTH ISLAND
NELSON MAIL
THE MARLBOROUGH EXPRESS
THE SOUTHLAND TIMES
THE TIMARU HERALD
CLUTHA LEADER
THE CHRISTCHURCH MAIL
KAIKOURA STAR
MOTUEKA-GOLDEN BAY NEWS
OTAGO SOUTHLAND FARMER
TAIERI HERALD
NEWSLINK
THE MIRROR
HIGH COUNTRY HERALD
THE SATURDAY EXPRESS

KEY
NATIONALS
METROPOLITAN
REGIONAL
COMMUNITY
MAGAZINES

NORTHLAND
WHANGAREI LEADER
LOOK NORTH NORTHERN NEWS
DARGAVILLE AND DISTRICT NEWS
THE CHRONICLE, KERIKERI

WAIKATO/BAY OF PLENTY
WAIKATO TIMES
MANAWATU EVENING STANDARD
HAMILTON PRESS
HAURAKI HERALD
CAMBRIDGE EDITION
MATAMATA CHRONICLE
TAUPO TIMES
ROTORUA REVIEW
RUAPEHU PRESS
SOUTH WAIKATO NEWS
EAST WAIKATO COUNTRY
NORTH WAIKATO TATLER
NORTH TARANAKI MIDWEEK
THE HAWERA STAR
FEILDING HERALD
FEILDING HERALD AND RANGITIKEI MAIL
THE TRIBUNE
CENTRAL DISTRICT FARMER
PIAKO POST
CITY WEEKEND
THE DAILY NEWS

AUCKLAND
AUCKLAND CITY HARBOUR NEWS 
MANUKAU COURIER
NORTH HARBOUR NEWS
NORTH SHORE TIMES ADVERTISER
EAST AND BAYS COURIER
EASTERN COURIER
PAPAKURA COURIER
NOR'WEST NEWS BRIEF
CENTRAL LEADER
WESTERN LEADER
FRANKLIN COUNTY NEWS

NATIONAL
SUNDAY STAR TIMES
SUNDAY NEWS
FRIDAY FLASH
BEST BETS
TURF DIGEST
NEW ZEALAND TRUTH
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DIRECTORS

The directors of the Company in office at the date of this report are:

• Mr Dean Wills, AO 
Independent Chairman

• Mr Mark Burrows
Independent Director

• Sir Roderick Carnegie, AC
Independent Director

• Mr Roger Corbett, AM
Independent Director 
(appointed 4 February 2003)

• Mr David Gonski, AO
Independent Director

• Mr Frederick G. Hilmer, AO
Chief Executive Officer

• Ms Margaret Jackson, AC
Independent Director 
(appointed 1 March 2003)

• Mrs Julia King
Independent Director

• Mr Ronald Walker, AC, CBE
Independent Director 
(appointed 4 February 2003)

Mr Brian Powers resigned from the Board on 6 November 2002.

Mr Jonathan Pinshaw resigned from the Board on 12 February 2003.

A profile of each director is included on pages 8 and 9 of this report.

CORPORATE STRUCTURE

John Fairfax Holdings Limited is a company limited by shares that is
incorporated and domiciled in Australia.

PRINCIPAL ACTIVITIES

The principal activities of the consolidated entity during the course of
the financial year were news, information and entertainment
publishing and advertising sales in newspaper, magazine and
electronic formats.

During the year the consolidated entity acquired the New Zealand
publishing assets of Independent Newspapers Limited.

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

CONSOLIDATED RESULT

The consolidated profit attributable to the consolidated entity for the
financial year was $125,525,000 (2002: $53,660,000).

DIVIDENDS

A final fully franked dividend of 7.0 cents per ordinary share and
debenture in respect of the year ended 30 June 2002 was paid on 
17 October 2002. This dividend was shown as approved in the
previous annual report.

An interim fully franked dividend of 5.0 cents per ordinary share and
debenture in respect of the year ended 30 June 2003 was paid on 
12 March 2003.

The Board has approved a final fully franked dividend of 8.0 cents per
ordinary share and debenture in respect of the year ended 30 June
2003 to be paid on 14 November 2003.

Fully franked PRESSES dividends of $3.3341 and $3.3159 per
PRESSES were paid on 12 December 2002 and 12 June 2003
respectively.

REVIEW OF OPERATIONS

A review of the operations of the consolidated entity for the financial
year is set out on pages 10 to 13 of this report.

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:

• Fully paid ordinary share capital increased during the year as follows:
2003
$’000

Institutional placement 305,434

Share issue costs (7,943)

Share purchase plan 60,787

• On 30 June 2003 the consolidated entity acquired all of Independent
Newspapers Limited’s New Zealand publishing businesses by way
of an asset purchase.

SUBSEQUENT EVENTS

A decision has been reached that the Company will be the head entity
in a tax-consolidated group comprising the Company and all of its
Australian wholly owned subsidiaries. The timing of the adoption of
tax consolidation will be 1 July 2003. The financial effect of this
change has not been brought to account in the financial statements for
the year ended 30 June 2003. A high level assessment of the
implications of the tax consolidation legislation revealed there will be
no material adverse impact on the consolidated group.

DIRECTORS’ REPORT 
THE DIRECTORS PRESENT THEIR REPORT TOGETHER WITH THE FINANCIAL REPORT OF JOHN FAIRFAX HOLDINGS LIMITED (THE COMPANY)

AND OF THE CONSOLIDATED ENTITY, BEING THE COMPANY AND ITS CONTROLLED ENTITIES FOR THE YEAR ENDED 30 JUNE 2003 AND THE

AUDITOR’S REPORT THEREON.

JOHN FAIRFAX HOLDINGS LIMITED 

AND CONTROLLED ENTITIES




