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Chairman: Good Afternoon Ladies and Gentlemen and welcome to the Brickworks

analyst briefing for the year ended 31 July 2011.

Today I will provide an overview of the Brickworks results and then our Managing

Director, Mr. Lindsay Partridge will take you through the results in more detail.

Mr Alex Payne our Chief Financial Officer is also here to answer any questions atMr. Alex Payne, our Chief Financial Officer is also here to answer any questions at

the conclusion of the presentation.
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Brickworks corporate structure has provided diversity and stability of earnings over

the long term.

There are three main parts to the Brickworks business model:

• The Building Products Group,

L d & D l d• Land & Development and

• Investments.

The Building Products Group consists of Austral Bricks™, Austral Masonry™, Bristile

Roofing™, Austral Precast™ and Auswest Timbers ™.

The Land & Development business exists to maximise the value of surplus land

created by the Building Products business.

The 42.85% interest in Washington H. Soul Pattinson provides a stable earnings

stream and a superior return.

Brickworks held $50.6 million cash at the end of the year.
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The Normal Net Profit After Tax decreased by 8.5% to $100.8 million for the

year.

This result was achieved in difficult trading conditions, particularly for the

Building Products division in the second half.

Earnings of B ilding Prod cts and In estments ere impacted b e tremeEarnings of Building Products and Investments were impacted by extreme

weather events, most notable the flooding in south east Queensland in

January.

However headline Net Profit After Tax including significant items increased

by 2.7% to $142.6 million. The majority of the profit from significant items

was comprised of the Brickworks $81.9 million before tax equity accounted

share of the profit from New Hope Coal’s sales of its stake in Arrow Energy

Limited.
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Normal Earnings Per Share decreased by 11.0% to 68.3 cents per share.

Headline Earnings Per Share was steady at 96.7 cents per share.
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The Directors have resolved to maintain the final fully franked dividend at

27.0 cents per share. This brings the full year dividend to 40.5 cents per

share, up 0.5 cents on the prior year.
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Brickworks continues to outperform the All Ordinaries Accumulation Index in

terms of Total Shareholder Return over the long term with outperformance of

the index by 1.3% per annum over 15 years.

Brickworks directors and management are acutely aware of the short term

underperformance of the share price. Today we intend to outline the tradingunderperformance of the share price. Today we intend to outline the trading

business strategy to improve results in these difficult times and present

additional information on the true underlying value of the company.
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Thank you Chairman. Good afternoon ladies and gentlemen.
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For Building Products the 2011 financial year was characterised by challenging conditions

with the conclusion of the government stimulus programs, extreme weather events and a

significant drop in detached housing commencements. As a result of this, Building

Products EBIT declined to $42.0million. The decline in housing starts across Australia was

among the most rapid on record and is reflected by the fact that the Building Products

Earnings Before Interest and Tax (‘EBIT’) in the second half was 38.2% down on the prior

corresponding period.

This was partially counteracted by Land and Development EBIT, up 2.8% to $29.2 million,

primarily due to an increased contribution from the Property Trust.

Unfortunately the same extreme weather conditions that impacted Building Products also

i t d N H C l d th WHSP i t t lti i I t t EBIT b iimpacted New Hope Coal and the WHSP investment, resulting in Investment EBIT being

down 11.2% to $67.9 million.

Brickworks’ overall NPAT result of $100.8 million was also assisted by lower borrowing

costs and lower income tax, resulting in a drop of 8.5% on the prior year.
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After including the positive contribution of Significant Items the Headline NPAT was up

2.7% to $142.6million.



Looking at our Key Financial Indicators.

Net Tangible Assets per share increased by 1.5% to $9.42.

Shareholders Equity increased to $1.676 billion at the end of the year which represents

$11.36 per share.

Return on Shareholders Equity was up slightly to 8.5%.

Total net cash flow from operating activities was $89 0 million down from $146 5Total net cash flow from operating activities was $89.0 million, down from $146.5

million in the previous year. Reduced proceeds from land held for resale of $47.1 million

accounted for most of this decrease. In addition there was an increase in inventory of $12.7

million (excluding the inventory of acquired businesses). These amounts were slightly offset by

reduced tax payments of $13.5 million compared with the prior year.p y $ p p y

Brickworks successfully negotiated renewal of its senior bank debt facility for a further 4

years on favourable terms. This facility is due for maturity in June 2015. The company

also has an undrawn working capital facility of $100 million that provides head room in

the current unstable debt markets
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the current unstable debt markets.

Net debt increased by $22.7 million to $249.4 million with net debt to capital employed

at 13.0% at the end of the period.

Interest cover was a conservative 6.4 times.



Stay in Business capital expenditure was $19.1 million, representing 71.8% of

depreciation.

Growth capital expenditure was $15.7 million including upgrades to precast plants in

New South Wales and Western Australia and the purchase of land for future Building

Products operational sites.

Building Products total capital expenditure increased to $34.8 million for the year,

excluding acquisitions.

Land and Development capital expenditure was $0.9 million.

Spending on acquisitions totaled $17.1 million for the year, significantly down on the

prior ear comprising the Girotto and Gocrete precast b sinesses and East Coastprior year, comprising the Girotto and Gocrete precast businesses and East Coast

Masonry in Coffs Harbour.
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The major item relating to WHSP was the $84.4 million before tax equity accounted

share of the profit from New Hope Coal’s sales of its stake in Arrow Energy Limited

reported in the first halfreported in the first half.

The significant deterioration in market conditions led to an impairment charge of $9.7

million (before tax) being taken against the assets of Austral Bricks Queensland, with

the write‐off of the Riverview plant, in preparation for sale or transfer into the Trust.

The Riverview plant was bought in 1999 for $14.1 million and to date has delivered a

contribution of $37.7 million to the business.

Costs of $9.6 million were incurred as a result of the restructure of the Austral Bricks

Victoria business. This included redundancies and the write‐off of plant and equipment

associated with the closure of plants at Craigieburn and Summerhill.

Obsolete plant at Bristile Roofing’s Caversham plant in Western Australia with a book

value of $3.1 million was written off during the year, as this equipment is to be replaced

to enable the plant refit scheduled to take place this financial year.
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Total net significant items after tax was a positive $41.8 million for the year.



Now looking at the Building Products result in more detail.
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Revenue for the year ended 31 July 2011 was up 4.2% to $604.9 million compared to

$580.3 million for the prior year. A strong increase in revenue in the first half was

offset by a 5.9% decline in 2nd half revenue to $298.6 million. On a like for like basis,

revenue was down 5.6% for the year.

EBIT was $42.0 million, down 21.3% on the prior year, due to a weak second half. EBIT

in the second half of $19.5 million was 38.2% below the prior corresponding period.

The reduced EBIT result is entirely attributable to performance of Austral Bricks

Queensland and the Western Australian businesses in the face of extremely

depressed market activity Excluding Queensland Bricks and Western Australia thedepressed market activity. Excluding Queensland Bricks and Western Australia, the

EBIT result was up 3.4% on the prior year.

The lower EBIT to Sales Margin was impacted by higher unit production costs as plant

efficiencies were decreased by scheduled shutdowns throughout the year. Extended

h d k l R h d l d Ri i i Q l d M i lshutdowns took place at Rochedale and Riverview in Queensland. Margins were also

adversely impacted by increased transfers from interstate to meet the demand in

Victoria and an increase in electricity costs.
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This chart shows the total monthly Australian Residential Approvals backThis chart shows the total monthly Australian Residential Approvals back

to 1983.

During this period there have been a number of distinct cycles. The peaks of

these cycles have been at around 16,000 approvals per month and all

troughs have been at around 10,000 approvals per month.

Whilst dwelling approvals were down only 5.1% for the year ended 31 July

2011, the shortness of the cycle is clearly evident from this graph.

The current downturn may well test the 10,000 per month lows, with onlyy p y

the faint prospect of interest rate reductions likely to prevent a sustained

downturn.

The government’s stimulus policy has resulted in just a very short term

spike in activityspike in activity.
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This chart shows detached house approvals only by state over the sameThis chart shows detached house approvals only, by state over the same

period.

As can be seen, the significant drop in approvals has been evident in

Victoria, Queensland, Western Australia and South Australia. Whilst New

South Wales has not dropped by the same extent, detached house activity

in this state remains at depressed levels compared to historical averages.
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This chart shows other residential approvals only by state over the sameThis chart shows other residential approvals only, by state over the same

period.

Brickworks has increased it’s exposure to the other residential market

through it’s entry into the masonry and precast market.

A significant decline in approvals can be seen in the two largest markets,

New South Wales and Victoria over the past 12 months.
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The value of approvals in the non residential sector in Australia decreased by

30.9% to $27.594 billion for the twelve months to 30 June 2011 compared to the

previous corresponding period. This decrease is related to the wind down of the

BER program, which is evident by the spike in Other non‐residential activity in the

chart.

Within the non residential sector, commercial building approvals increased by

15.0% to $10.317 billion for the period and industrial building approvals

increased 17.9% to $3.629 billion.
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Austral Bricks delivered a decreased profit compared to the prior year, as demand

fell in the second half.

Nationally sales revenue was down 4.7% to $330 million.

Plant shutdowns in the 2nd half were required to match production with demand.

Overall average selling price increases were less than the production cost increases,

putting margins under pressure, due to standing charges of closed plants.

A highlight of the year was the lighting of the New Wollert West kiln in Victoria on

1st July.y
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Commissioning of the new kiln is proceeding to plan. This project will be

completed on time and on budget despite losing 4 months due to poor weather.

Full production is planned to commence by November and interstate transfers of

product from New South Wales, South Australia and Tasmania to support the

local market will continue until that time. The pressed plant will commence

production in February 2012.

At a capital cost of $130 million for the Wollert East and West kilns and a

combined nominal capacity of 170 million Standard Brick Equivalents (‘SBEs’)

when complete, the facility was constructed at a cost of $0.74/SBE of installed

capacity well below the industry average of around $1 00/SBE This will provide acapacity, well below the industry average of around $1.00/SBE. This will provide a

significant competitive advantage for the effective life of the plant and guarantee

Austral’s position in Victoria as the lowest cost and highest quality producer.

Production labour was reduced from 170 people including Scoresby to 59 people

with the new facilitieswith the new facilities.
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Brickworks will continue to pursue significant reductions in energy consumptionBrickworks will continue to pursue significant reductions in energy consumption

and has identified future energy reduction projects. Energy reduction projects

are focussed on three key themes: better factory utilisation; product re‐

engineering and; elimination of products with excessive emissions.

Based on NGERs data, Brickworks emitted 431,000 tonnes of CO2 for the yearBased on NGERs data, Brickworks emitted 431,000 tonnes of CO2 for the year

ended 31 July 2011. This has been voluntarily reduced from 570,000 tonnes in

2002/03. This represents a decrease in total emissions of 25%. When fully

operational the new Wollert plant in Victoria will achieve emissions savings of

115,000 tonnes of greenhouse gases compared to Victorian brick emissions prior

to Wollert.

It is Brickworks intention to pass on cost increases associated with the Carbon Tax

to consumers, subject to legislation. Based on the current emission levels and a

carbon tax at $23 per tonne in its first year, this will result in an overall price

increase of up to 6%, but will vary by product.
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Total sales revenue of $124million was down 4.2% compared to the prior year.

Average selling prices were up 4.8% as first home owner work diminished and the

customer mix returned to more historically consistent levels.

Production costs rose on lower manufacturing volumes. Production time was lost at

Wacol in Queensland due to the floods in January. The Dandenong plant in Victoria

was closed for scheduled maintenance over the Christmas period.

The east coast operation delivered improved earnings.

Despite the difficult conditions in Western Australia, selling prices improved as the

high level of first home owner work diminished. Overall the Western Australian

result was down on the prior year as lower volumes and increased production costs

more than offset the improved pricing outcomes.

A plant re‐fit in Western Australia is planned to commence in May 2012, enabling

increased quality and reduced production costs that will ensure a strong future for

the Western Australian roofing business.
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On a like for like basis, sales revenue in the Austral Masonry business was down

1.9%. Overall, including a full year of Port Kembla sales and the Coffs Harbour

acquisition, sales revenue was up 14.8%, to $55 million.

Average selling prices were able to be increased 2.7% on the prior period. Significant

increases in standard blocks were offset by marginal increases in coloured masonryy g y

and landscaping products due to heavy discounting by competitors.

The acquisition of East Coast Masonry in Coffs Harbour in the second half for $2.5

million, further expands the Austral Masonry geographical ,providing an ideal

location to service the New South Wales central and mid north coast regionslocation to service the New South Wales central and mid north coast regions.

The product range continues to be expanded, with the release of the Cornerstone

retaining wall system in the 2nd half. Over the year the business has significantly

expanded it’s offering in coloured blocks and new landscaping products.

In 2006 Brickworks owned just one Masonry plant in Dandenong, Victoria. Since that

time it has grown rapidly through the acquisition of a number of independent

operators and is now established as the 3rd largest masonry manufacturer

nationally. 24



The Girotto and Gocrete businesses are now fully integrated and rebranded Austral

Precast following purchase for $13.8 million plus stock in September 2010.

The combined business provided a positive contribution to earnings for the year, on

revenue of $57 million.

Austral Precast is now the only national supplier in the precast concrete walling andAustral Precast is now the only national supplier in the precast concrete walling and

flooring panel industry.

Significant upgrades to the automated carousel plant at Wetherill Park in New South

Wales are well underway and it is anticipated that this facility will be world class by

h d f l dthe end of calendar year 2011.

Austral Precast has the only automated precast plant in Western Australia, at

Maddington in Perth. A plant upgrade completed during the year added the

capability to manufacture walling and flooring products efficiently in the automated

plant and will lead to lower production costs. The Western Australian business has

developed a promising order book and is well placed for future growth.
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Auswest Timbers™ delivered another improved result despite salesAuswest Timbers delivered another improved result, despite sales

revenue declining by 6.0%, to $36 million. The increase in average selling

prices of 5.9% comfortably offset increases in production costs.

Average selling prices increased as a result of the continued strategy to

freposition the business as a provider of value added products.

UK export growth rebounded following a period of decreasing sales on the

back of higher exchange rates. The business continues to build new export

markets in South East Asia.

Auswest has recently introduced a pre‐finished flooring range which has

initially achieved excellent market response.
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I would now like to take this opportunity to explain the Building Products

strategy in a little more detail.
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Brickworks’ portfolio strategy has been to diversify and grow its Building Productsp gy y g g

businesses, while maintaining a focus on external walling products. The mature bricks and

roofing businesses remain the backbone of the group but are heavily exposed to the

residential construction market, and specifically detached housing.

Austral Precast and Austral Masonry provide exposure to the other residential and non

residential market offering a natural hedge to the housing market Precast is a high growthresidential market, offering a natural hedge to the housing market. Precast is a high growth

business that will be a new earnings driver for Building Products.

Brickworks asset management strategy aims to ensure security of supply by managing the

value chain from “quarry to end‐use”. In doing so it is the owner of significant land assets

that are continually managed to ensure optimum usage.

Business performance of the Building Products Group is focused on:

1. Being the easiest company to do business with;

2. Offering the best, most innovative range of products to the market;

3. Focus on operations excellence, in particular occupying the position as lowest costp p py g p

producer position in all markets; and

4. Align employees with our strategy. This is highlighted by the fact that 53.8% of

employees are shareholders.
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Brickworks has grown from a 2 state (New South Wales and Queensland)Brickworks has grown from a 2 state (New South Wales and Queensland)

brick manufacturer in 2001 to a diversified national building products

business today.

In 2001, bricks made up 100% of Building Products revenue whereas today,

fbricks revenue makes up less than 60% of total revenue.

Brickworks is now geographically diversified within Australia with revenue

split closely reflecting building activity across the country.
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This chart shows the volume of the top 5 products in the total Australian external walling market

from 1989 to 2010. Please note bricks (the top line) is against the right hand scale and all others are

against the left.

Through its investment in bricks, precast and masonry, Brickworks has exposure to around 75% of

the external walling market.

Growth in precast of around 20% per annum since 2001 has outpaced all other products to become

a clear second to clay bricks. Precast growth has been driven by a number of factors:

• De‐skilling of construction site crews

• Speed and cleanliness of installation

• Savings in interest due to compressed project timelines

• More efficient usage of working capital (more projects in the same time)g g p ( p j )

Precast is an attractive market to Brickworks for reasons such as:

• The fragmented nature of the industry

• The ability to create an economic moat by investing in the latest advanced technology

/• High turnover / capital ratio

• Uses the same raw material reserves and supply chain as concrete roof tiles and masonry

• Many existing customers
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This slide shows the level of investment in the Building Products businessThis slide shows the level of investment in the Building Products business,

totalling over $1 billion, with land at current market value.

To lift return on funds we need to not only increase profits but also

effectively manage this asset base, including reducing funds employed,

where possible.

Land and buildings amounting to $237 million are held at book. Based on

current valuations of $402 million, land and buildings exceed book value by

$165 million.
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Book value of net tangible assets invested is around $560 millionBook value of net tangible assets invested is around $560 million.

Substituting current land value, real tangible assets are around $730

million.

The graph shows clearly that the vast majority of assets are invested in

our bricks business, and that a significant portion of bricks assets are tied

up in land and buildings.

This is a result of the business strategy of owning the supply chain from

“quarry to end‐use” that has guaranteed a reliable and low cost supply of

raw materials.

Initiatives have been ongoing for many years to lift returns on funds

through active asset management.

Th t t f A t l B i k Vi t i id ti t t d

32

The restructure of Austral Bricks Victoria provides a pertinent case study

on how we are approaching this task.



The restructure of Austral Bricks Victoria is almost complete. The new facility at Wollert not only

represents an evolution in brick manufacturing facilities but also a leap forward in environmental

performance.

Some of the highlights of the restructure include:

• A reduction in operating sites from 3 to 1, and from 7 kilns to 2;

• A reduction in capacity from 225 million bricks per annum to 170 million. This is supported by

an improvement in recoveries from around 75% to greater than 99% first quality.

• A reduction in production labour from 170 employees to 59;

• A 67% reduction in the level of real capital employed in this business as we released valuable

land at Scoresby and moved operations to Wollert. This process will yield $221 million of cash

through the sale of excess land;

• A 64% reduction in carbon dioxide emissions;

As a result of this restructure the real production cost (allowing for the effect of inflation) has

decreased by 22%, and the return on capital employed has increased to over 20%, well above the

business pre‐tax WACC of 13.8%.

Th l fi d f thi j t h b f b fit ll i l di t hi thThe lease finance used for this project has a number of benefits as well, including matching the

term of the lease with the asset life and moving the asset off the balance sheet.

Austral Bricks Victoria will not require any significant capital expenditure for the next 20 years.

We are currently investigating Queensland and Western Australia assets for similar strategic

restructuring.
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The provision of world class display centres support Brickworks strategy to be the

“easiest to do business with” and will continue in the coming year.

New Design Studios in Sydney CBD and Richmond in inner city Melbourne were

opened during the year. The Sydney studio on Carrington Street is shown in the left

hand and bottom right photos. The Richmond studio is shown in the top right

photo.

In addition a number of existing displays were upgraded in the last six months

including Canberra, Townsville (Queensland), Punchbowl and Illawarra (New South

Wales) and Tauranga (New Zealand)Wales), and Tauranga (New Zealand).

The development of seventeen new and thirteen upgraded design centres during

the last 5 years demonstrates our commitment to customer service.
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Brickworks has a strong focus on new product development and continuesBrickworks has a strong focus on new product development and continues

to develop state of the art new products. The development of new and

premium products that competitors cannot match, allows Brickworks to

attract higher prices and margins. For example, in New South Wales, over

50% of face brick sales last year were products designed and launched50% of face brick sales last year were products designed and launched

within the last five years.

A number of examples are shown on the following slides. These include:

• Black Angus and Brahman Granite, both dry pressed bricks from Bowral

• Burlesque glazed bricks in a range of bright new colours
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Additional examples are:Additional examples are:

• The La Escandella terracotta rooftile range from Spain

• Cornerstone retaining wall systems for use in engineered walling

• Metallix semi glazed bricks from Queenslandg
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Through a strong focus on operational excellence Brickworks objective is toThrough a strong focus on operational excellence, Brickworks objective is to

be the lowest cost producer in each market it operates in.

A national operational excellence program is underway, delivering

additional efficiency and safety improvements across all sales and

fmanufacturing operations.

Brickworks has demonstrated a willingness to support its operational

excellence program through capital expenditure when required. An

extensive 10 year capital upgrade program to renew facilities is nearing

completion and has enabled Brickworks to secure a strong competitive

position, achieving the lowest cost producer position in most markets.

Future expenditure will be “stay in business” capital and remain equal to or

less than annual depreciation. Business growth projects however willp g p j

continue to be undertaken as opportunities arise.
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A high level of taxation on new housing continues to exacerbate affordability issues. This, together with

the introduction of the carbon tax is likely to result in continued subdued conditions in the housing

market. Given the softness in some of the lead indicators of residential construction activity and

d l id f i d lli f h 2012anecdotal evidence from our customers we are expecting dwelling commencements for the 2012

financial year to be approximately 141,000.

We are hopeful that cuts to interest rates in the near future might stimulate demand for the second half

of this year. Without either interest rate cuts or a reduction in taxation on housing, there is unlikely to be

an improvement in housing starts.

A number of state governments schemes have been implemented to provide some impetus to housing

construction around the country:

• There are first home owner bonuses in Victoria and South Australia;

• Regional based grants in both New South Wales and Victoria;

• Continuing first home owner assistance in Western Australia;Continuing first home owner assistance in Western Australia;

• A $10,000 grant for new home purchases under $600,000 in Queensland; and

• A range of stamp duty and transfer duty exemptions.

On top of this the acceleration of land releases and planning legislation reviews in New South Wales and

Victoria are most welcome.

F h fi i i b f h i i i b k di i iFor the first time in a number of years we can report that we are optimistic about market conditions in

New Zealand. With the exit of a competitor from the market and the Christchurch rebuild set to

commence this year the outlook is improving.
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With the current downturn in trading conditions management is undertaking aWith the current downturn in trading conditions management is undertaking a

number of initiatives to maintain earnings.

A number of plants will operate below capacity, be on standby or mothballed to

ensure production is in line with demand and inventory levels are maintained.

With an estimated brick production for the year of around 700 million SBE’s and aWith an estimated brick production for the year of around 700 million SBE s and a

total production capacity of 950 million SBE’s, Brickworks will operate at 74%

utilisation.

An expenditure reduction program was initiated in 2011 and has continued with

further savings identified this year. This year, a further $13.7 million worth of fullg y y , $

year savings have been identified, including a workforce rationalisation of 74

employees. Including the prior year, 239 employees, representing approximately

17% of the total workforce, will be layed off.

In order to improve margins price rises will be implemented on a rolling basisp g p p g

throughout the year. Most businesses have implemented a price rise in June 2011

with a further rise in the order of 5‐10% planned for the current year.
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I will now go through our Property results.
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Land and Development produced a full year profit of $29 2 million up 2 8%Land and Development produced a full year profit of $29.2 million, up 2.8%

on the previous year. The two key contributors to Land and Development

EBIT are the Property Trust and Land Sales which I will now work through.

I will then turn to the Land and Development strategy and provide details

fof land assets and upcoming projects.
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The JV Industrial Property Trusts delivered EBIT of $12 5 million for the yearThe JV Industrial Property Trusts delivered EBIT of $12.5 million for the year,

up 21.4% from $10.3 million in the prior period.

Rental distribution profit was $7.1 million which was in line with the

previous year.

Revaluation profit was $4.7 million, up from $2.8 million in the previous

year, as a result of stabilising capitalisation rates in the range 7.8‐8.5%.

The construction of two new facilities for DHL at the Oakdale estate totaling

36,000 m2 are nearing completion and will provide further growth for theg p p g

Trust in FY2012.
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The total value of the Property Trust Assets rose slightly to $611.4 million at 31 July

2011. With borrowings of $243.5 million this gives a total net value of $367.9

million. Brickworks 50% share of the net asset value is $184.0 million, up 4.5% on

the prior year.

The return on the developed properties in the Trust has increased to 11.7% in the

year ended July 2011.
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Details on the leased property trust assets are outlined in this table TheDetails on the leased property trust assets are outlined in this table. The

total value of leased properties is $445.8 million, with a gross letable area

in excess of 250,000m2.

The entire portfolio consists of A grade stock which is under four years old,

with long lease terms and strong tenants. There is no vacancy in the

portfolio.

Gross rental return was $35.7 million last year.

Capitalisation rates are in the range 7.8‐8.5%p g
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Property sales contributed total EBIT of $16.3 million.

Major transactions for the year included the sale of 14.5 hectares of land at the

M7 H b H l P k d hi h id d B i k k $18 8 illi b i h lf fM7 Hub to Hewlett Packard which provided Brickworks $18.8 million, being half of

the total proceeds. This is shown in the top right hand photo. Lot 358, also on the

M7 Hub Estate and owned outright by Austral, was sold for $2.0 million. The main

transaction for the last half was the sale of Bowral Landfill for $1.5 million.
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Turning to the Land and Development strategy the activities of the GroupTurning to the Land and Development strategy, the activities of the Group

aim to maximise the use of the legacy assets from the Building Products

business. Operational land that becomes surplus to the business needs is

transferred to the Land and Development division where it is assessed for

optimum land useoptimum land use.

Where appropriate, land is rezoned residential and sold. Alternatively the

land is rezoned industrial and transferred into a Property Trust and

developed, creating a stable, growing annuity style income stream.

The income from the Land and Development business, along with the

dividends from Investments provides stable cash flow to balance the cyclical

nature of building materials.
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Brickworks land holdings total around 5 000hectares split into operationalBrickworks land holdings total around 5,000hectares, split into operational

and development land.

Operational land is currently valued at $300 million, whilst the

development land has the potential to be worth at least $344 million on

frezoning and development approval of these properties.

The majority of land held for development is located in Victoria and New

South Wales.
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These projects will provide a long pipeline of development which isThese projects will provide a long pipeline of development which is

expected to continue well into the future.

In the short term, the development work is focused on the Industrial land

to be transferred into the Trust.

In total there are 3 development estates in New South Wales totaling

almost 200 hectares, 1 in Queensland at Rochedale totaling around 30

hectares, 1 in Craigieburn, Victoria totaling 180 hectares and 1 in Cardup,

Western Australia totaling 100 hectares.
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Demand for new site development work in the industrial market is improving,

albeit from a very low base, but competition is also stronger as there is more

land availableland available.

The strategic location of our properties, at Eastern Creek in Sydney and

Rochedale in Brisbane, continue to attract both tenants and owner occupiers

looking to relocate.

Trust returns will increase in the coming year as the two Oakdale DHL facilities

and the Linfox extension are completed. Revaluations, as a result of rental

increases, are also expected to contribute strongly to profit.

Major projects for 2012 include:j p j

• Finalising the rezoning of Rochedale in Queensland and commencing

development, for sale into the Trust

• Continuing on rezoning surplus land at Craigieburn in Victoria and Cardup in
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WA
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Brickworks owns 42.85% of WHSP, a core asset of Brickworks that has brought diversity

and reliable earnings to the company. The main investments of WHSP are the holdings in

New Hope Corporation, Brickworks, TPG Telecom, API, BKI Investment Company, Clover,

Ruralco and Souls Private Equity.

The Normal equity accounted contribution was down 10.5% to $66.2 million for the year.

The market value of Brickworks investment in WHSP was $1.322 billion at 31 July 2011,

based on a share price of $12.93, steady compared to the market value at 31 July 2010.

Brickworks received fully franked dividends totaling $48.6 million from WHSP during the

year including a special dividend of $12.8 million.

As reported in the first half, a non‐regular contribution of $84.4 million before tax wasp g

due to the equity accounted share of the profit from New Hope Coal’s sale of its stake in

Arrow Energy Limited. For the year, there was a total non regular contribution of $88.7

million from WHSP.

WHSP has delivered outstanding returns to its shareholders over both the medium and
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long term, outperforming the ASX All Ordinaries Accumulation Index by some 11.5% per

annum over 15 years.



Turning to the outlook
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The forecast decline in housing activity for the coming year will result

in another challenging year ahead for the Building Products Group.

The challenging conditions have been met head on with an

aggressive cost reduction program and we are working hard to

position the business to take advantage of whatever the prevailing

trading conditions provide.

Solid contributions are expected from both the Land & Development

and Investment Groups.

The diversified structure of Brickworks is expected to deliver a strong

resultresult.
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I will now take any questions?
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