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KING EQUIPMENT LIMITED (“KEL”) CONSOLIDATES AND EXTENDS AUSTRALASIAN DISTRIBUTION OF EARTHMOVING EQUIPMENT RANGE

KEL set to exploit completion of extensive groundwork activities associated with the exclusive Australasian distribution of an internationally proven range of Chinese earthmoving equipment.

Underwritten equity Issue ($1.1 million) launched and negotiations being conducted for an extensive “International Trade/Local Floor Plan Financing” facility

Since the recent completion of an IPO (February, 2005) and despite the relatively modest capital raised, KEL, has been active in the following areas:

· Consolidation and expansion of contractual agreements with Chinese earthmoving equipment manufacturers including: SEM (wheel loaders); Dingsheng Tiangong (graders); Jonyang (hydraulic excavators and vibrating compactors) and Shanghai Peng Pu (bulldozers);

· Employment of senior management with extensive experience and documented achievements in the Australasian distribution of commercial/industrial equipment;

· Appointment of distributors and/or agents for QLD, NSW and WA with negotiations continuing for S.A. and Tasmania.  Employment of in-house sales people for QLD and Victoria.

· Orders and receipt of initial consignments of equipment from China and appointment of experienced local QLD operators for re-assembly, general pre-delivery and immediate maintenance activities;

· Ongoing and active liaison between KEL and Chinese manufacturers for maintenance of required local standards and to maximise appropriate efficiencies;

· Distribution arrangements put in place to ensure that the all important spare parts inventory is available Australia wide to immediately support equipment sold;

· Comprehensive and ongoing marketing programme established to support government and general sales; and

· Establishment by KEL of an independent financing arm (Consequip Finance) to conduct all international and local financing requirements for the group and, as part of that responsibility, to negotiate exclusively with external debt providers.

The aggressive pursuit of this comprehensive range of activities since the recent IPO has, understandably, placed considerable strain on the Company’s modest capital base and is expected to result in estimated accumulated losses of around $837,472 by 30 June 2005.  However, KEL is now well placed to take profitable advantage of this structure as from the 2006 financial year.

In light of the above, the KEL board intends to replenish the equity base through a $1.1 million underwritten Rights Issue and to establish external credit facilities more indicative of favourable demand patterns evident in present customer interest.

RIGHTS ISSUE 
In order to give the Company the capacity to order initial consignments from additional suppliers, the Company intends to offer Shareholders the opportunity to participate in a non-renounceable Rights Issue of up to 10,990,000 Preference Shares to raise $1,099,000.  

Under the terms of the Rights Issue Prospectus, Shareholders will have a non-renounceable entitlement to apply for a package of (1) Preference Share at an issue price of 10 cents per New Share for every (2) fully paid shares held on the Record Date. For each (2) Preference Shares allotted, (1) Free Attaching Option to subscribe for an Ordinary Share will also be allotted.  The free attaching options will be exercisable at 25 cents each and be valid until 30 June 2009.  Additional details regarding the terms of the New Preference Shares and the budget will be detailed in the Rights Issue Prospectus.

The Rights Issue Offer has been fully underwritten by IMC Industries Limited. The Company has entered into the Underwriting Agreement with IMC which is conditional upon Shareholders approving the Underwriting Agreement at the next Extraordinary General Meeting of the Company, the date of which will be announced shortly.

OEM AGREEMENT FOR KING BULLDOZERS WITH SHANGHAI PENG PU 

King Equipment has entered into an Own Equipment Manufacturing (OEM) Agreement for a range of bulldozers to be manufactured by Shanghai Peng Pu Machine Building Plant (SPMBP).  Under the agreement SPMBP will manufacture KING brand bulldozers for King and will not compete with King in Australia and New Zealand under its own Peng Pu brand.  

Founded in 1959, Shanghai Peng Pu is a subsidiary of Government owned Bao Steel, the largest steel manufacturer in China. The Shanghai Manufacturing plant covers 325,000 square meters, with more than 2,000 employees including 370 engineers.  Shanghai Peng Pu has been accredited with ISO9001 quality system since 1998 and offers the widest range of bulldozers with the highest engine power manufactured in the P.R. of China. 

CONTACT: For further information or comment, please phone Executive Chairman of King Equipment, Siegfried Konig, on 07 3275 1880 or 0411 111 193

