


CEMENT AND LIME
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O ptimising plant capacity and focusing on controllable costs saw continued

Northern Cement

earnings improvements in the Cement and Lime Division in 2009.

The Division continues to be the main
earnings driver for Adelaide Brighton.
Its cement sales in Queensland and
Victoria are crucially supported by the
two joint ventures, Sunstate Cement
and Independent Cement and Lime.

An 11% fall in cement demand was
managed entirely by reducing imported
product, as lower margins mitigated
the impact on earnings. As a result,
the cement producing assets continued
to run at capacity, demonstrating the
success of the Company’s long term
import strategy.
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The 2009 year was not without its
operational challenges. In May, the
Company'’s limestone carrying vessel
$FFROD @dllided with the Klein

Point loading jetty. The Company'’s risk
management plans were immediately
implemented and the supply of
limestone to Birkenhead was maintained
with no resulting loss in plant output.

While the jetty and loader required
substantial repairs, even with some
weather related delays, effective
project management enabled operations
to return to normal by early September.

Martin Brydon
Executive General Manager
Cement and Lime

A close working partnership with the
insurers and loss adjusters resulted
in a $13.4 million claim being agreed
in November. A $2.6 million one off
uninsured excess cost was taken
against earnings for the year.

The Birkenhead plant’s annual
major maintenance shutdown was
successfully completed in February.
The summer shutdown provided the
indirect benefit of reducing plant
electricity usage, and consequently
cost, at a time of potential peak
demand in South Australia.
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The dedicated lime kilns at Munster,
Angaston and Mataranka continued
to operate at full capacity. Dongara
performed at optimum capacity,
supplying peak market demand.
Munster cement Kiln 2 was switched
to lime supply for a period of six
weeks to meet peak resource
sector demand.

The Division successfully implemented
the Profit Optimisation Program

and, through a rigorous review
approximately $10 million of cost
reductions were realised.
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Imported clinker and cement contractual
obligations were managed successfully
during 2009. The flexibility of the
Company’s importing base and its long
term supplier relationships were key
factors in achieving this. The average
AUS/USD and AUD/JPY rates were lower
in 2009 than in 2008. However, the
Australian dollar strengthened over the
final quarter, improving import margins.

The Division is continuing with its
plant Operational Improvement
Program, targeting future production
and efficiency enhancements across
cement and lime producing assets.

Lime sales market sector demand
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Due to the impact of the global
financial crisis, the planned $25 million
lime kiln capacity upgrade projects
were put on hold in late 2008, as the
long term projections for increased
lime demand from the resource sector
became uncertain. This decision

was a key factor in optimising 2009
cash flow and the Company is how
re-assessing the future timing of
these investments as forward

demand patterns become

more certain.




CONCRETE AND AGGREGATES
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Mark Finney
Executive General Manager
Concrete and Aggregates

I n difficult market conditions, the Concrete and Aggregates Division, under the Hy-Tec brand,

delivered an improvement in earnings. This was achieved through the tight management

of costs and the organic growth of its regional quarry operations.

Demand for concrete declined
approximately 15% in 2009, with
weaker sales across all of Hy-Tec’s
markets in South East Queensland,
New South Wales and Victoria. The
Concrete and Aggregates Division,
however, reported an increase in
profits. Raw material cost increases
were broadly recovered through sales
price increases, and quarry sales
volumes improved as a result of
regional road contract work in the
Blue Mountains and the Port
Macquarie regions.

Concrete margins were maintained,
specifically through the continuing
optimisation of mix designs using
alternative raw materials.

This is part of a long term program
to substitute more primary products
with more sustainable alternatives,
while maintaining quality standards.

Profitability was also underpinned by
the returns from the Profit Optimisation
Program put in place across the
Company in late 2008. These included
a rigorous review of all costs, resulting
in the delivery of savings benefits.

The Division also continued to manage
its mixer fleet in line with projected
market demand, retiring older trucks.

Tight control over working capital and,
in particular, accounts receivable and
the underlying credit risk helped
Hy-Tec avoid any key account failures
during the year.

In anticipation of future growth in

the South West Sydney market, work
began late in 2009 on the construction
of a new concrete plant at suburban
Smeaton Grange. The plant is expected
to be operational by mid 2010.

The Austen and Hurd Haulage quarries
made further progress in terms of
throughput, with sales of road base
materials balancing production mix and
complementing sales of aggregates
and manufactured sand to the internal
concrete operations.

The Division continues to evaluate
future raw material reserves and, to
that end, made a small acquisition of
sand reserves in an area North West
of Sydney. This will be an important
source of supply to the West Sydney
market over the next decade.
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Steve Rogers
Executive General Manager
Concrete Products

CONCRETE PRODUCTS
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2 009 was a definitive year for the Concrete Products Division with the successful merger
of C&M Brick and Hanson Building Products under the Adbri Masonry brand.

The Concrete Products Division, which
supplies blocks and bricks, pavers

and retaining wall systems, has now
consolidated its number one market -

share position in Australia. The = = = = mmuanvn- ) -
Division operates in five key markets - = g: -

Queensland, New South Wales,
Victoria, South Australia and Tasmania.

2009 was a demanding year for the
Division as overall demand for concrete
products fell by 25% with some reglo_nal
markets in North Queensland showing T|
a 40% - 50% decline. On weaker sales |
volumes, the Division broke even for

the first half year having also incurred

one off costs of restructure and
rationalisation.

The Division increased prices to recover
higher raw material costs and this,
together with the synergistic benefits
of the merger and the action taken to
match production capacity to market
demand, enabled the Division to deliver
its projected $4.4 million EBIT in the
second half year.

In addition to the savings accruing
from the merger of the head office
and support functions in Stapylton
Queensland, the Division undertook
to rationalise its state support
structures and plant capacities in
order to size the business to meet
both current and future market
demand.

Further, the adoption of common
business systems has improved the
quality of management information,
customer service capabilities and data
processing efficiency. This, together
with the rationalisation of the product
range, has positioned the Division
well to take advantage of

market recovery.





