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Directors report

The directors present their report together with the financia report of Adelaide Brighton Ltd ('the company') and
the consolidated financial report of the consolidated entity (‘the Group') for the year ended 30 June 1999 and the

auditor's report thereon.

Directors

The directors of the company at any time during or since the end of the financial year are:

MA Kinnaird AO, BE, FIE Aust (Hon), FTS

Age 65

Director since September 1996

Appointed Chairman January 1997

Chairman, Kinhill Pty Ltd

Chairman, United Water International Pty Ltd

Chairman, Sydac Pty Ltd

Director, National Electricity Market
Management Company Ltd (NEMMCO)

Director, Brown & Root Pty Ltd

Director, South Australia Mariculture Pty Ltd

CL HarrisBEc, FCPA, FAICD

Age52

Director since March 1995

Chairman, Argo Investments Limited (Group)
Deputy Chairman, Simeon Wines Limited
Director, Adelaide Bank Limited (Group)
Director, Bounty Investments Limited (Group)
Director, Wakefield Investments (Aust) Limited

PJ Bowen BE Hon, PhD

Age54

Director since July 1999

Alternate director for PC Crowley, DA Harding
and CH Perkins

RAF England FCA, MAICD

Age 49

Appointed director December 1994
Chartered Accountant in public practice
Chairman, TOWER Trust Limited
Chairman, GroPep Pty Ltd

Deputy Chairman, Healthscope Ltd
Director, Peter Lehmann Wines Ltd
Resigned as a director on 30 June 1999

Directors meetings

RW Hammond BSoc Sc

Age55

Director since December 1991

Appointed Managing Director 1996

Chief Executive Officer of Adelaide Brighton
Cement Ltd (1993-96)

PC Crowley BA, BEcon

Age 42

Director since July 1999

Executive Director Cement and Lime,
The Rugby Group PLC

DA Harding BA, FCMA

Age52

Director since July 1999

Group Finance Director, The Rugby Group PLC

CH Perkins FAICD

Age 60

Director since July 1999

Chairman, Wesfarmers Limited

Chairman, Westralian Farmers Co-operative Limited

Chairman, Gresham Partners Management Ltd

Chairman, Western Australian Institute for Medical
Research

Director, Scientific Services Limited

Chancellor, Curtin University of Technology

ND Hamilton LLB

Age 46

Appointed director July 1998

Chairman, D'Orsogna Limited

Deputy Chairman, SGIO Insurance Limited
Director, Wescorp Holdings Ltd

Managing Director, Chieftain Securities Limited
Resigned as a director on 30 June 1999

The number of directors meetings (including meetings of committees of directors) and number of meetings

attended by each of the directors of the company are set out in the Statement of Corporate Governance Practices on

page 9 of this report.
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Principal activities
The principal activities of the Group are the manufacture and distribution of cement and lime and related products
and technologies.

Consolidated results
The consolidated profit/(loss) for the year ended 30 June 1999 attributable to the members of Adelaide Brighton
Ltd was:

1999 1998

$ 000 $000

Operating profit before abnormal items and income tax 20 462 24 306

Abnormal items (106 096) 2874

Operating profit/(loss) before income tax (85 634) 27 180

Income tax attributable to operating profit/(loss) (15 565) 3 668

Operating profit/(loss) after income tax (70 069) 23512

Outside equity interests 32 155 (11 242)
Operating profit/(loss) after income tax attributable to members of

Adelaide Brighton Ltd (37 914) 12 270

Review of operations

Conditionsin the cement market have become much more competitive, and imports of cement, many of which are
believed to be at dumped prices, have taken place in the Northern Territory, Queensland, Victoriaand South
Australia. At this stage, the quantities imported are currently modest, but have the potential, at dumped prices, to
cause material damage to the industry if unchecked. The Group isworking closely with the Cement Industry
Federation in investigating an application to Government to impose dumping duties.

Thereis also evidence of weakening cement demand in New South Wales and Queensland, and most analysts
expect that as Olympic and infrastructure construction is completed, there will be afurther weakening of demand in
severa states. With its major exposure in states outside New South Wales, the Group expects to be less affected by
any such downturns.

There have been further closures in the gold mining industry and the demand for quicklime from this sector has
weakened. Major expansions of aluminarefineries are in progress and will start to consume lime during the next
six months. Once these projects are taking their full requirements of quicklime, thiswill offset the gold reduction.

The following table sets out further details of the earnings for the year:

1999 1998
$m $m
Saes 313.6 318.2
Depreciation (25.7) (23.0)
Earnings before interest & tax 35.1 39.1
Interest expense (14.6) (14.8)
Net profit before tax, abnormal and extraordinary items 20.5 24.3
Income tax expense (4.0) (6.3)
Outside equity interests (5.0) (6.0)
Net profit after tax and outside equity interests before
abnormal and extraordinary items 11.5 12.0
Abnormal & extraordinary items after tax and outside equity
interests (49.4) 0.3
Net profit (loss) after tax, abnormal and extraordinary items (37.9 12.3
Dividends per share (cents) - 5.0
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Earnings for the year ended 30 June 1999 after tax but before abnormals were $11.5 million or $0.5 million down
on the previous year. After taking account of abnormal items, however, the after tax |oss attributable to
shareholders was $37.9 million, compared with the prior year $12.3 million profit.

The results include the effects of two changes in accounting policies adopted during the year that resulted in a$2.5
million decrease in the consolidated operating profit after income tax and before abnormal items (refer Note 2 of
the financial statements for further details). Prior to these accounting policy changes, operating profit for the year
at $14 million was some 17% better than the prior year.

Abnormal items

Abnormal items arose primarily from the merger transaction with The Rugby Group PLC, the acquisition of the
minority interest in Adelaide Brighton Cement Ltd, and the consequent review of other businesses. Full details of
the abnormal items arising from the merger and associated transactions were set out in the Explanatory
Memorandum distributed to shareholdersin April 1999.

Abnormal items for the year amounted to $49.4 million after tax and minority interests as follows:

$m $m
Restructuring and rationalisation costs:
Adelaide Brighton Cement Ltd:
Closure of Geelong works 27.2
Closure of Kwinanalime kiln and associated assets 6.3
Birkenhead and Angaston restructuring 31 36.6
Other Adelaide Brighton Ltd Group companies:
Fuel & Combustion Technology Group 54
Other 2.6 8.0
Impact of Victorian gas outage 0.3
Settlement of Humes Steelpipe Ltd claim 35
Workers compensation - ABC Inc 1.0
49.4

Implementation of merger benefits

Immediately after the Group's restructuring announcement, management began working on the integration of the

operations of Cockburn Cement and Adelaide Brighton. There are three main areas where these benefits will

occur, and the following outlines progress since the restructure in this regard:

®  Themost immediate merger benefit isin Western Australia where rationalisation will reduce annual operating
costs by $8.5 million. A new management and operating structure commenced on 1 July, and the
retrenchment of surplus staff, which will result in areduction in employee numbers of 50 by March 2000, is
now well underway.

® Capital workstotalling $2.5 million, necessary to achieve the full benefits from the rationalisation, arein
progress and scheduled to be completed by the end of 1999.

® Anannual cost reduction of $2.5 million will be achieved by rationalisation of administration costs with the

consolidation of the former head offices of Adelaide Brighton, ABCL and Cockburn Cement. In order to

achieve a seamless transition, it has been necessary to address issues such as differing reporting periods,

compatibility of information systems, and duplication of staff functions. This project is proceeding well, and

will achieve the projected savings from April 2000.

The other major merger benefit is the closure of Geelong Cement which is planned to yield annual benefits of

$11.5 million after closure at the end of 2000. Steady progress is being achieved in this major undertaking,

and the capital programmesin Adelaide and Melbourne which are necessary to facilitate the closure, are

proceeding on schedule.
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Adelaide Brighton Cement Ltd

1999 1998
$m $m
Sales (externa to ABL Group) 256.1 262.8
Earnings before interest & tax 27.2 295
Interest expense (11.2) (10.5)
Net profit before tax 16.0 19.0
Income tax expense (5.6) (6.3)
Net profit after tax 104 12.7
Outside equity interests (5.0) (6.2)
Net profit after tax 54 6.5
Abnormal items (after tax and outside equity interest) (36.9) 55
Net profit after tax and abnormal items attributable to
members of Adelaide Brighton Ltd (3L.5) 12.0
Funds employed (100%) 343.0 409.2

The Birkenhead plant produced 975 000 tonnes of clinker during the year, or 10% less than the previous year. This
was partly due to lack of markets, and partly because of an unscheduled maintenance issue related to the
refractories. Despite this, the plant delivered an EBIT in line with last year as aresult of gains from the Business
Improvement Programme. The major priority for Birkenhead isimproved reliability of operation which is
confidently expected by management to take place over the next year.

The speciaty products business at Angaston lifted its EBIT by 50% as a result of the Business |mprovement
Programme, and sales to more profitable markets. Sales of Brightonlite off-white cement were strong, while sales
of oil-well cement and quicklime were weaker.

The Victorian market remained very strong through the year and Geelong Cement improved sales and EBIT
significantly.

The cement market has been particularly strong in the West, while lime demand contracted as aresult of changesin
the gold mining industry. Good progress was made in commissioning the new Kwinana plant, but EBIT reduced as
aresult of start-up costs and the depressed lime market.

Other core cement and lime operations

Independent Cement & Lime, Northern Cement, Sunstate Cement, Pavement Technology, Fuel &
Combustion Technology and others.

1999 1998

$m $m

Sales (external to ABL Group) 57.5 55.5
EBIT (pre-distributions) 6.7 6.8
Partnership distributions received 6.9 6.9
Dividends received (franked) 2.6 24
Amortisation of investments (1.4) -
Group overheads & other unallocated costs (6.9) (6.5)
EBIT (after distributions received) 7.9 9.6
Funds employed 67.4 122.3

Independent Cement and Lime improved sales (6%) and EBIT (9%) in avery strong Victorian market.

The road stabilisation business Pavement Technology Ltd showed a profit improvement for the year of 8% with all
Australian divisions of the company, except Stabilised Pavements of Australia Pty Ltd (SPA) increasing their
profits. The management of SPA was restructured at the end of the year which resulted in immediate
improvements.
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Substantial cost reductions were achieved in both Northern Cement and Sunstate Cement. Sunstate maintained its
market share, and improved EBIT by 8%, while Northern Cement experienced a 15% reduction in EBIT following
the weakness in the gold market, weaker cement demand and import effected price pressures.

Dividends
Dividends paid or declared by the company since the end of the previous financial year were:

As provided for in last years report:

(i) A final dividend of 2.5 cents per share, franked to 20%, amounting to $3 936 006, for the 12 months ended 30
June 1998 on fully paid shares was paid on 9 October 1998.

No dividends have been paid or declared by the company in respect of the current financial year.

State of affairs
The significant changes that occurred in the state of affairs of the Group during the financial year were as follows:

Restructuring of the Group

On 30 June 1999 the Group completed the restructuring transactions approved by shareholders on 14 May 1999.

Asaresult, Adelaide Brighton Ltd:

®  acquired all the issued capital of Cockburn Cement Ltd for a consideration of $230 million. Thiswas funded
by the issue of 200 million shares to The Rugby Group PLC at $1.15 per share;

®  acquired the 49% interest in Adelaide Brighton Cement Ltd previously held by Australian Cement Holdings
Pty Ltd for a consideration of $82.9 million. Thiswas funded almost entirely by a capital raising of $81.2
million, of which $39.2 million was provided by the successful completion of a3 for 10 fully underwritten
renouncabl e rights issue of ordinary sharesin Adelaide Brighton Ltd to The Rugby Group PLC at 70 cents per
share; and

®  entered into new long term supply agreements with CSR Ltd, Pioneer International Ltd and Australian Cement
Holdings Pty Ltd.

Environmental regulation
Our cement and lime plants are generally located in environmentally sensitive areas in close proximity to
residential aress.

Cornerstones of the Group's Environmental Policy include the minimisation of the impacts of our operations on our
neighbours and continuous improvement of environmental performance. The Environment Management Systems
in place at each of our major operating sites incorporate Environmental |mprovement Programs endorsed by and
developed in conjunction with the communities and local environmental authorities.

The South Australian operations at Angaston and Birkenhead achieved 1SO 4001 certification in October 1998, the
first cement plantsin Australiato do so.

Regular monitoring of emissionsis an integral part of major processes and quantitative measurement of the impact
on the local community is essential to our environmental activities.

The Group is an active supporter, viaits membership of the Cement Industry Federation, of the Greenhouse
Challenge Program and is on track to achieve Greenhouse gas reductions of 17% by the year 2010 relative to the
1990 base year.

Operationsin al areas are governed by relevant jurisdictional regulations and site specific licenses. There were a
number of minor licence breaches at the Birkenhead site which were promptly rectified and reported to the relevant
authorities.

All other operations have complied with the regulatory framework in which we operate.
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Events subsequent to balance date

Sale of asset

Land classified as a current asset in the financial statements at 30 June 1999 was sold for $2,600,000 on 5 July
1999 at a profit of $1,300,000 after sales commissions and demoalition costs.

Capital return

It was proposed in the Adelaide Brighton Ltd prospectus dated 18 May 1999 that a capital return of 3.5c per share
be paid to shareholders on the register as at 5.00pm on 29 June 1999. The sharesissued to The Rugby Group PLC
and pursuant to the rights issue on 30 June 1999 did not participate in this distribution. A capital return was
subsequently paid on 5 July 1999 based on 157,440,821 ordinary shares for atotal cost of $5,510,439. The full
cost of this payment was debited to the share capital account.

Fuel & Combustion Technology Group

The Board as aresult of the restructuring initiatives with The Rugby Group PLC and consequent focus on core
activitiesin cement and lime, commenced a comprehensive review of the Fuel & Combustion Technology Group
(FCT). Thisreview included an investigation as to its potential for sale and the Collins Hill Group were
commissioned to seek expressions of interest from potential purchasers.

No potential purchasers eventuated through this exercise, prompting further review of FCT's operations. The
Board considered it prudent to raise a provision of $5 million in relation to the carrying value of intellectual
property and capitalised research and development costs. The provision has been disclosed as an abnormal itemin
the financial statements for the year ended 30 June 1999.

Thereview of FCT is ongoing and active steps have been taken to eliminate costs and further losses. The trading
loss for the year to date and costs of closure, were a decision be made to close the operations of FCT, are estimated
at $4 million and would impact the profit and lossin the period ending 31 December 1999.

Other than the matters discussed above, there has not arisen in the interval between the end of the financia year

and the date of this report any item, transaction or event of amaterial and unusual nature likely, in the opinion of
the directors of the company, to affect significantly the operations of the consolidated entity, the results of those

operations, or the state of affairs of the consolidated entity, in future financia years.

Likely developments

Likely developments in the operations of the Group known at the date of this report have been covered generally
within the report. See particularly the Review of Operations contained on pages 2 to 5.

Non-renounceable rightsissue of 11% subordinated convertible unsecured notes

29 137 300 11% subordinated convertible unsecured notes of $2.00 face value were issued on 11 December 1991.
The notes are convertible, at the holder's option, into the same number of ordinary shares at any time between 15
June 1992 and 15 June 2001. As at the date of this report 42 639 notes have been converted.
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Directors benefits
Directors' benefits (including details of emoluments) are set out in Notes 29 and 32 of the financial statements.

Directors and senior executives emoluments

The Remuneration committee is responsible for making recommendations to the Board on the remuneration
packages of non-executive directors and senior executives of the Group. Performance, duties and responsibilities,
market forecasts and independent advice are all considered as part of an annual review process.

Executive directors and senior executives may receive bonuses based on the achievement of specific goals related
to performance of the Group and/or specific operating units (at an EBIT level) and after completion of individual
key work objectives. Non-executive directors do not receive any performance related remuneration.

Details of the nature and amount of each mgjor element of the emoluments of each director of the company and
each of the five named officers of the company and the Group receiving the highest emolument are:

Base Non-cash Super Shares Termination
emolument Bonuses  benefits contributions  issued benefits Total
$ $ $ $ $ $ $
Director
MA Kinnaird 103 750 - - 9338 - - 113 088
RAF England 48 950 - - 4 406 - 38 700 92 056
CL Harris 48 950 - - 4 406 - - 53 356
RW Hammond 305 425 10 000 28 200 72 279 - 610500 1026404
ND Hamilton 38 850 - - 3497 - 19 350 61 697
Officer
Consolidated
SW Jones 157 809 - 11 700 22 884 - 391 000 583 393
RJB Moody 152 395 39089 31143 24778 - 312 500 559 905
CJ Naylor 171 006 127 435 20 000 42 811 - - 361 252
E Turnbull 208 431 - 16 300 30 339 - - 255070
T Douglas 158 081 36 275 21700 24 270 - - 240 326

Directors interests

The relevant interest of each director in the share capital of the companies within the consolidated entity, as
notified by the directors to the Australian Stock Exchange in accordance with S235(1) of the Corporations Law, at
the date of thisreport is as follows:

Ordinary shares Convertible notes
MA Kinnaird 65 000 -
CL Harris 49 000 -
PC Crowley 1000 -
DA Harding 1000 -
CH Perkins 1000 -
RW Hammond 111164 -
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Indemnification and insurance of officers

Under Article 193 of the company's constitution, each of the company's directors, the company secretary Mr C J
Foll, and al other current and former directors and officers including executive officers of the company, are
indemnified to the extent permitted by law when acting in those capacities in respect of:

® liahility to persons (other than related Adelaide Brighton companies) if the officer has acted in good faith and
not contrary to the company's express instructions; and

®  the cost and expenses of successfully defending legal proceedings.

During the financial year and again since the end of the financial year, the company has, as permitted by the
Corporations Law, paid premiums for directors and officers' liability insurance in respect of each of the directors
and officers to whom the indemnity in Article 193 applies. The terms and conditions of the insurance policies
prohibit the company from disclosing details of the premiums and the nature of the liabilities covered by the
policies.

Rounding off

The company is of akind referred to in ASIC Class Order 98/100 dated 10 July 1998 and in accordance with that
Class Order, amounts in the financial report and directors' report have been rounded off to the nearest one thousand
dollars, unless otherwise indicated.

Dated at Adelaide this day of September 1999.

Signed in accordance with aresolution of the directors:

Directors
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Corpor ate gover nance statement

Theboard of directors

The Board of Directorsis responsible for setting the strategic direction and establishing the policies of Adelaide
Brighton Ltd, for overseeing the financial position, and for monitoring the business and affairs on behalf of the
shareholders, by whom the directors are elected and to whom they are accountable. Responsibility for day to day
activities is delegated to the Managing Director by the Board.

Corporate governance is aterm used to describe the way a board is structured and the way the directors act to
ensure their oversight of acompany is beyond reproach. The Board keeps its own processes under review and aims
to achieve global best practice in matters of corporate governance.

The Board currently comprises three executive directors (including the Managing Director), and three non-
executive directors, ensuring independence and objectivity. All directors are required to own at least 1,000
ordinary sharesin Adelaide Brighton Ltd, and the details of directors shareholdings are disclosed in the Directors
report.

The composition of the Board is determined using the following principles:

The Board should comprise up to 9 directors. This may be increased when additional expertiseis required.
The Chairman of the Board should be an independent non-executive director.
The Board should comprise both independent non-executive directors and executive directors.
An independent director is a director who is not a member of management (a non-executive director) and
who:
- isnot asubstantial shareholder of the company or an officer of, or otherwise associated, directly or
indirectly, with a substantial shareholder of the company;
- has not within the last three years been employed in an executive capacity by the company or another
Group member, or been a director after ceasing to hold any such employment;
- isnotaprincipa of aprofessional adviser to the company or another Group member;
- isnot asignificant supplier or customer of the company or another Group member, or an officer of or
otherwise associated, directly or indirectly, with a significant supplier or customer;

- hasno significant contractual relationship with the company or another Group member other than as a
director of the company; and

- isfreefrom any interest and any business or other relationship which could, or could reasonably be
perceived to, materially interfere with the director's ability to act in the best interests of the company;

®  The Board should comprise directors with a broad range of experience reflecting the national and international
character of the company's business.

The composition of the Board is consistently monitored to ensure the appropriate mix of expertise, experience and
competence. When avacancy exists, through whatever cause, or whereiit is considered that the Board would
benefit from the services of a new director with particular skills, the Board selects a panel of candidates with the
appropriate expertise and experience. Potential candidates are identified by the Board with advice from external
consultants. The Board then appoints the most suitable candidate who must stand for election at the next annual
general meeting of shareholders.

Directors may obtain independent legal and financial advice, at the company's expense, concerning problems
arising in the exercise of their functions and powersif:

the payment of such expenseis authorised by the Chairman;
it is necessary to obtain such advice for the proper performance of the directors functions and powers,
the amount involved is reasonable in relation to both the importance of the problem and the company's assets
and income; and
® assistance by the company'sinternal or external legal or financial advisersisinappropriate or inadequate.
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Committees of the board
The Board has two committees, which have been established to consider issues and strategies in order to advise and
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guide the Board. Ad hoc committees are also established as the need arises.

The membership and details of attendances of committees of the board are detailed below:

Board meetings

Finance & audit
committee

Remuneration
committee

No. of No. of
meetings  mesetings

No. of No. of
meetings  meetings

No. of No. of
meetings  meetings

Director attended held attended held attended held
MA Kinnaird 25 25

CL Harris 22 25 11 11 3 3
R W Hammond 25 25 3 3
PC Crowley

DA Harding

CH Perkins

RAF England 25 25 11 11

ND Hamilton 20 24*

*Number of meetings held while a director or committee member

Committee responsibilities:

Finance and audit committee

®  Monitors compliance with statutory responsibilities relating to accounting policy and disclosure.

® Liaiseswith, assesses the quality and reviews the scope of work and reports of the internal and external

auditors.

Assesses the adequacy of accounting, financial and operating controls.

Monitors the company's performance, reviews valuation and hedging policies and considers asset underwriting

proposals.

Reviews broad financial issues and strategies and acts for the Board on financial matters as requested.

Reviews specific funding proposals.

Remuneration committee

® Determinesthe fees paid to non-executive directors within the limits approved by shareholders and executive
remuneration.

®  Executive remuneration is determined as part of an annual review, which includes performance evaluation,

having regard to comparative remuneration and independent advice.
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Internal controlsand framework

Procedures have been established at the Board and executive management levels, which are, designed to safeguard
the assets and interests of Adelaide Brighton Ltd, and to ensure the integrity of reporting. These include accounting,
financial reporting and internal control policies and procedures.

The Board acknowledges that it is responsible for the overall internal control framework, but recognises that no
cost effective internal control system will preclude all errors and irregularities. To assist in discharging this
responsibility, the Board has instigated an internal control framework that can be described as follows:

®  Financia reporting: there is a comprehensive budgeting system with an annual budget approved by the
directors. Monthly actual results are reported against budget and revised forecasts for the year are prepared
regularly. The Group reports to shareholders half-yearly. Procedures are also in place to ensure that price
sensitive information is reported to the ASX in accordance with continuous disclosure requirements.

®  QOperating unit controls; financial controls and procedures including information systems controls are in
operation throughout the Group. Operating units complete detailed questionnaires confirming compliance
with these procedures.

®  Functional specidlity reporting: the Group has identified a number of key areas which are subject to regular
reporting to the Board such as finance and administration, human resources, environmental and asset
management.

®  Investment appraisal: the Group has clearly defined guidelines for capital expenditure. These include annual
budgets, detailed appraisal and review procedures, levels of authority and due diligence requirements where
businesses are being acquired or divested.

® Management assurance: assists the Board in ensuring compliance with internal controls. The Finance and
Audit Committee approves the program of management assurance coverage to be conducted each financial
year and the scope of the work to be performed at each location.

Ethical standards

In pursuance of the promotion of high standards of corporate governance and without adopting aformal code of
ethics, all directors, managers and employees are expected to act with the utmost integrity and objectivity, striving
at al times to enhance the reputation and performance of the Group.

Year 2000

In the Group's businesses, steps have been taken to evaluate the likely impact of the Y ear 2000 on their business
processes. |n the absence of unforeseen circumstances the directors intention isto have all critical systems which
are in the Group's direct control tested for Y ear 2000 readiness by 31 October 1999.

Over the remaining period to 1 January 2000, the Y ear 2000 Steering Committee which reports monthly to the
Board and on request, will oversee the progress of our action plans, with particular emphasis on contingency
planning. The contingency planning process addresses the identification of processes that are critical to the
business and the identification and assessment of risks to these processes. Recovery planning addresses actions
that could help mitigate the effects of a'Y ear 2000 failure.

There can be no assurance that the steps taken by any company will successfully minimise vulnerability of its
software and systems, or those of its suppliers, to the problems associated with the transition to the Y ear 2000.
Significant third parties with which the Group interfaces include, among others, customers and business partners,
and service providers, and the utility infrastructure (power, transportation, gas, telecommunications), on which all
entitiesrely.

At 30 June 1999 the Group has expended $1.4 million on the Y ear 2000 project. The total anticipated cost for the
entire project is $2.3 million. All costs to date have been expensed as incurred in the financial report.
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Therole of shareholders

The Board of Directors aims to ensure that the shareholders are informed of al major developments affecting the
Group's state of affairs. Information is communicated to shareholders as follows:

the annual report is distributed to all shareholders (unless a shareholder has specifically requested not to
receive the document). The Board ensures that the annual report includes relevant information about the
operations of the Group during the year, changes in the state of affairs of the Group and details of future
developments, in addition to the other disclosures required by the Corporations Law.

The half-yearly report contains summarised financial information and areview of the operations of the Group
during the period. The half year reviewed financial report is prepared in accordance with the requirements of
Accounting Standards and the Corporations Law is lodged with the Australian Securities and Investments

Commission and the Australian Stock Exchange. The financial report is sent to any shareholder who requests
it.

The Board encourages full participation of shareholders at the annual general meeting to ensure a high level of
accountability and identification with the Group's strategy and goals.

The shareholders are responsible for voting on the appointment of directors.
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PROFIT AND LOSSSTATEMENTS
for the year ended 30 June 1999

Consolidated The Company

1999 1998 1999 1998
$ 000 $000 $ 000 $000

Note
Operating profit before abnormal items and
income tax 34 20 462 24306 32669 27803
Abnormal items 5 ( 106 096) 2874 (59309) (28289)
Operating profit/(loss) befor e income tax (85634) 27180 (26640) ( 486)
Income tax attributable to operating profit/(loss) 7 ( 15 565) 3 668 1644 2327
Operating profit/(loss) after income tax (70 069) 23512 (28284) (2813)
Outside equity interestsin operating profit/(loss)
after income tax 32155 (11242) - -
Operating profit/(loss) after income tax
attributable to member s of the company (37914) 12270 (28284) (2813)

Retained profits/(losses) at the beginning of the

financial year (32477) (41523) 4281 14517
Adjustment to retained profits at the beginning of

the financial year on initial adoption of revised

AASB 1016 Accounting for Investmentsin

Associates 2 (8516) - - -

Adjustment to retained profits at the beginning of
the financial year on initial adoption of UIG 26

Accounting for Mgjor Cyclical Maintenance 2 2581 - - -

Aggregate of amounts transferred from reserves 306 4641 - 442
Total available for appropriation (76020) (24612) (24003) 12146
Dividends provided for or paid 8 - 7 865 - 7 865

Retained profits/(losses) at the end of the
financial year (76020) (32477) (24003) 4281

The profit and loss statements are to be read in conjunction with the notes to and forming part of the financial
statements set out on pages 16 to 53.
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Consolidated The Company
1999 1998 1999 1998
$'000 $'000 $'000 $'000
Intangibles
Convertible note issue costs 1951 1951 1951 1951
Less. accumulated amortisation 1463 1268 1463 1268
438 683 488 683
Patents, trademarks and brand names - at cost 452 11 461 - -
Patents, trademarks and brand names
- at directors' valuation 1999 983 - - -
Less. accumulated amortisation 245 579 - -
1190 10 882 - -
Goodwill 163 061 875 - -
Less. accumulated amortisation 821 387 - -
162 240 4388 - -
Royalty agreement - at cost 500 500 - -
Less. accumulated amortisation 489 40 - -
11 460 - -
163 929 12513 488 683

As at 30 June 1999 patents, trademarks and brandnames were written down to their recoverable amount as part of the
Group's rationalisation.

Non current assets - other

Future income tax benefit (Note 7(b)) 31259 20 841 - -
Incorporation/acquisition costs 19 14 - -
31278 20 855 - -
Deferred expenditure 1310 1389 - -
Less: accumulated amortisation 1103 643 - -
207 746 - -

Research and development costs:
Expenditure brought forward 1905 770 - -
Deferred in current period 1071 1135 - -
2976 1905 - -
Less: accumulated amortisation 2976 65 - -
- 1840 - -
31485 23441 - -

Accounts payable

Trade creditors 32661 15791 - -
Other creditors and accruals 16 881 26 594 3515 263
49 542 42 385 3515 263
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ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

Consolidated The Company
1999 1998 1999 1998
$000 $000 $000 $000
Borrowings
Current
Secured by Negative Pledge
Bank overdraft 911 344 10885 514
Bank loans - 1200 - -
Unsecured
Bank loans 9000 - - -
9911 1544 10 885 514
Non current
Secured by Negative Pledge
Bank loans 143 284 150 118 - -
Secured by Trust Deed
29 094 661 (1998: 29 095 660) convertible notes of $2.00
each fully paid 58 189 58 191 58 189 58 191
Unsecured
Parent entity 107 890 - - -
Other loans 102 102 - -
309 465 208 411 58 189 58 191

Convertible notes

On 11 December 1991, the company issued subordinated convertible unsecured notes of $2.00 face value. Interestis
payable every six months at 11% per annum. The notes are convertible at the holder's option, into the same number of
ordinary shares at any time between 15 June 1992 and 15 June 2001, and redeemable at par value at the company's
option at any time after 15 June 2001 for cash.

Bank overdrafts

The bank overdrafts of controlled entities (excluding Cockburn Cement Ltd) are secured by guarantees from the
company and by cross guarantees from the controlled entities (excluding Cockburn Cement Ltd) in the consolidated
entity. The Cockburn Cement Ltd bank overdraft facility is unsecured.

Interest on bank overdraftsis charged at fixed and variable rates. The weighted average effective interest rate for al
overdrafts as at 30 June 1999 is 8.6% (1998: 8.6%).

The consolidated entity has access to net bank overdraft facilities after set-off against cash at bank in nominated
accounts, to a maximum of AUD6 million, leaving an unused facility of AUD5.1 million. The bank overdrafts are
payable on demand and are subject to annual review. The bank overdraft of the company and its other indebtedness to
its bankers are supported by certain covenants given by the company to its bankers.

Financing arrangements
The consolidated entity has access to the following financing arrangements. All facilities are reviewed annually. These
facilitieswill be individually renegotiated.

Bank loans - multi option facilities

Bank loans are denominated in AUD and GBP. The bank loans amount in current liabilities comprises the portion of
the consolidated entity's bank loan to be repaid within one year. The bank loans non-current balance represents the
portion of the consolidated entity's bank loans not due within one year.

The weighted average effective annual interest rate is 6.5% (1998: 6.7%) at 30 June 1999. Interest is paid either
monthly, or at the commencement of abill term.

The consolidated entity has available multi option facilities of AUD 221.3 million. These facilities mature on 31
December 1999 and were drawn down at 30 June 1999 by AUD 152.3 million. At 30 June 1999 the consolidated
entity had unused facilities of AUD 69 million.

New banking facilities are currently being negotiated for the consolidated entity. It is expected that these facilities will
be finalised and accepted prior to 31 December 1999.
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ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

Consolidated The Company
1999 1998 1999 1998
$000 $000 $000 $000
Provisions
Current
Dividends - 3936 - 3936
Income tax 2521 435 116 116
Employee entitlements including on costs 20 756 9442 - -
Major maintenance & repairs - 8250 - -
Workers compensation 2168 467 - -
Restoration 868 - - -
Other 329 3084 - -
26 642 25614 116 4052
Non-current
Employee entitlements including on costs 3387 3201 - -
Research and devel opment put option 14 544 13 226 - -
Deferred income tax 53338 42 646 176 375
Restructuring costs 32 565 167 - -
103 834 59 240 176 375

A provision of $32 565 000 was established following the announcement in May 1999 of the closure of the Adelaide
Brighton Cement Geelong division. The closure is expected to occur on 31 December 2000. The restructuring
provision provides for rationalisation of employee numbers, plant demalition, site clean up and quarry remediation.

Share capital
Issued and paid up capital
473 403 660 (1998: 157 438 876) ordinary shares, fully paid 467 745 78719 460 616 78719

Movementsin ordinary shar e capital

Balance at the beginning of the financial year 78719 78 586 78719 78 586
Balance of the share premium reserve Q) 82522 - 75393 -
Sharesissued
115 962 839 shares issued for cash (i) 76 501 - 76 501 -
200 000 000 shares issued as consideration
for acquiring a controlled entity (i) 230 000 - 230 000 -
Employee share plan (iv) 1 132 1 132
Convertible note conversions 2 1 2 1
467 745 78719 460 616 78 719

(i) The Company Law Review Act 1998 ("the Act") cameinto effect on 1 July 1998. The Act abolished par value
shares, and any amount standing to the credit of the share premium reserve became part of the company's share
capital on 1 July 1998.

The share premium reserve on consolidation has been higher than that for the company in prior years as a result
of sharesissued to aminority at a premium.
From 1 July 1998 share capital does not have a nominal (par) value.
(if) On 30 June 1999 ordinary shares were issued pursuant to a prospectus:
- 55 962 839 shares were issued at $0.70
On 30 June 1999 The Rugby Group PL C subscribed for a placement of ordinary shares:
- 60 000 000 shares were issued at $0.70
Transaction costs of $4 673 000 were recognised as a reduction of the issue proceeds.
(iif) On 30 June 1999 ordinary shares were issued to The Rugby Group PLC as consideration for the issued capital of
Cockburn Cement Ltd:
- 200 000 000 shares were issued at $1.15

(iv) Ordinary sharesissued under the Adelaide Brighton Ltd Employee Share Acquisition Plan. Refer to Note 22 for

further information about the Plan.
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ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

Reserves

Share premium

Asset revaluation

Capital profits

Foreign currency translation

Movements during the year

Share premium

Balance at beginning of year

Premium on ordinary sharesissued during the year
Included with share capital (refer Note 19(i))
Balance at end of year

Asset revaluation reserve
Balance at beginning of year
Adjustment to asset revaluation reserve at the beginning of
the financial year on initial adoption of revised AASB 1016
Accounting for Investments in Associates:
Reversal of previous revaluations of investmentsin
associates
Transfer to retained profits
Revaluation of investments
Revaluation of limestone reserves and mineral tenements

Foreign currency translation

Balance at beginning of year

Adjustment on translation of overseas financial statements
Adjustment on translation of foreign currency loans held as
anatural hedge against overseas investments

Transfer to retained profits

Balance at end of year

Consolidated The Company
1999 1998 1999 1998
$000 $000 $000 $000

- 82 522 - 75 393
33549 59 789 - -

78 78 - -
(2149 (2331 - -
31478 140 058 - 75 393
82522 82 369 75 393 75 240

- 153 - 153

(82 522) - (75 393) -

- 82 522 - 75 393

59 789 64 963 - 162
(20 006) - - -
( 306) (4199) - -

- ( 975) - ( 162)
(5928) - - -
33 549 59 789 - -
(2331) (2766) - 1240

182 1675 - -

- ( 798) - ( 798)

- ((442) - ((442)
(2149) (2331 - -

In accordance with the provisions of AASB 1024: "Consolidated Accounts”, only that portion of reserves attributable

to members of the company is disclosed above.

Outside equity interest

The outside equity interest in controlled entities comprise:
Share capital

Reserves

Retained earnings

Page 4
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ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

Consolidated The Company
1999 1998 1999 1998
$000 $000 $000 $000
Employee entitlements
Aggregate employee entitlements, including on costs
Current 20 756 9442 - -
Non current 3387 3201 - -
24 143 12 643 - -

The present values of employee entitlements not expected to be settled within the next twelve months of balance date
have been calculated using the following weighted averages:

Assumed rate of increase in wage & salary rates 3% 3%
Discount rate 6.30% 5.60%
Settlement term (years) 10 10

Employee Share Plan

The establishment of the Adelaide Brighton Ltd Employee Share Acquisition Plan was approved by special resolution
at the annual general meeting of the company held on 19 November 1997. Permanent full and part time employees of
Adelaide Brighton Ltd and it's controlled entities with at |east twelve months service who live and work in Australia
are eligible to participate in the plan. Employees who are eligible to participate in performance share plans, casual
employees and contractors are not eligible to participate in this plan.

During the prior financia year eligible employees who applied to participate in the plan received a free grant of
Adelaide Brighton Ltd shares to the value of $500 each. No additional shares were granted during the current financial
year, however an alotment of 946 shares, relating to the original offer, was made on 20 July 1998. In subsequent
years the Board will decide whether, considering the profitability of the company and the demands of the business,
further invitations to take up grants of shares should be made.

A total of 946 (1998:263 934) ordinary shares were issued to 2 (1998:558) eligible employees on 20 July 1998
(1998:12 June 1998) for no consideration. The total market value of the shares at their issue date was $998
(1998:$278 479).

During the prior financia year, the par value of shares issued was recognised as issued capital at the date of the issue
and the difference between par value (50 cents) and the issue price ($1.05) was credited to the share premium account.
Due to the commencement of the Company Law Review Act 1998 on 1 July 1998, the total issue price of sharesissued
in the current financial year was recognised as issued capita (no credit to the share premium account was made). The
total market value of sharesissued was expensed to the profit and loss statement at the date of issue. Amounts
recognised were as follows:

The Company
1999 1998
$000 $000
Share capital 1 132
Share premium reserve - 146
1 278
Amount expensed in the profit and loss statement 1 278
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ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

Employee entitlements (continued)

Superannuation fund

Certain controlled entities contribute to The Adelaide Brighton Group Superannuation Fund (the Fund), a
superannuation fund providing lump sum benefits. Benefits provided are both of a defined benefit nature based on
years of membership and final average salary and an accumulation of contributions with interest.

Certain controlled entities are required to contribute to the Fund in accordance with the recommendations by the
actuary and government legislation.

An actuarial review of the Fund was undertaken effective 1 July 1997 by Mr C A Papanicolas BSc (Ma) (Hons), ASIA.
The actuary concluded that the value of assets of the Fund was sufficient to meet the liabilities of the Fund in respect of
vested and accrued benefitsas at 1 July 1997. The actuary recommended current employer contribution rates be
maintained.

The latest financial statements available for the Fund are as at 30 June 1998. At 30 June 1998 sufficient assets were
available to satisfy all benefits that would have been vested under the Fund in the event of

(i) termination of the Fund
(i) voluntary termination of employment of each employee of the controlled entities that is a member of the Fund
(iii) compulsory termination of employment of each employee of the controlled entities that is a member of the Fund.

The accrued benefits, fund assets at net market value and vested benefits of the Fund are as follows:

1998
$'000

Fund assets at net market value 46 348
Accrued benefits 37590
Excess of fund assets over accrued benefits 8758
Vested benefits 39413
Employer contributions to the fund 3596
Employer contributions payable to the fund 338

Accrued benefits have been determined based on the amount calculated by the actuary at the date of the most recent
actuarial review, being 30 June 1997. Accrued benefits represent the present value of future Fund payments which are
expected to arise from membership of the Fund up to 30 June 1997.

The excess of Fund assets over accrued benefits has been calculated in accordance with accounting standards.
However, the accrued benefits were measured one year earlier than the date the assets of the Fund were measured. |If
the net market value of Fund assets as at 30 June 1997 ($43 647 000) is compared with the accrued benefits at 30 June
1997, the excess of Fund assets over accrued benefits would be $6 057 000.

Vested benefits are benefits which are not conditional upon the continued membership of the Fund or any factor, other
than resignation from the Fund.

Certain controlled entities also contribute to industry based superannuation funds. Total employer contributions for the
year were $76,000 (1998: $87,000).
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ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

Employee entitlements (continued)

Superannuation fund (continued)

Cockburn Cement Ltd

Adelaide Brighton acquired 100% of the sharesin Cockburn Cement Ltd on 30 June 1999. Details of the
superannuation funds in operation for Cockburn Cement employees only are set out below:

Cockburn Cement employees contribute to either the Cockburn Cement Ltd Executive Staff Superannuation Fund (a
defined benefit scheme) or one of four accumulation schemes. Company contributions are in accordance with actuary
recommendations and government legislation.

An actuarial review of the defined benefit scheme (‘the Scheme') was undertaken effective 1 July 1998 by Mr D Balson
FIAA. The actuary concluded that the value of assets of the Scheme was sufficient to meet the liabilities of the Scheme
in respect of vested and accrued benefits as at 1 July 1998, in the event of the Scheme's termination or the voluntary or
compulsory termination of employment of each member of the Scheme. Current employer contribution rates arein
accordance with actuary recommendations.

The accrued benefits (based on the last actuarial assessment), Scheme assets at net market value and vested benefits of

the Scheme are as follows:
1998
$'000

Fund assets at net market value 798
Accrued benefits 516
Excess of fund assets over accrued benefits 282
Vested benefits 427

Details of employer contributions to the Scheme have not been shown as the financial effect is not reflected in the
consolidated financia statements.

Additional financial instruments disclosure

Interest raterisk
The consolidated entity may enter into interest rate swaps, forward rate agreements and futures interest rate options to
manage funding costs. During the current period interest rate swaps were used as the primary tool.

Interest rate swaps and forward rate agreements
Interest rate swaps allow the consolidated entity to raise long term borrowings at floating rates and swap them into
fixed rates. Maturity of swap contractsis principally between 2 and 5 years.

Each contract involves quarterly payment or receipt of the net amount of interest. At 30 June 1999 the fixed rates
varied from 5.6% to 7.1% (1998: 6.5% to 7.5%) and the floating rates were at bank bill rates. The weighted average
effective floating interest rate at 30 June 1999 was 5.7% (1998: 5.4%).

No forward rate agreements were outstanding at year end (1998: Nil).
Interest rate options
From timeto time, the consolidated entity enters into interest rate options to reduce the impact of changesin interest

rates on floating rate long-term debt. The option contracts have repricing terms up to five years.

No interest rate options were contracted at 30 June 1999. In the prior year, interest rate options due to commence from
15 January 1999 were contracted at 30 June 1998 with fixed rates varying from 5.6% to 6.5%.
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ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

Additional financial instruments disclosur e (continued)

(a) Interest raterisk (continued)
Interest rate risk exposures

The consolidated entity's exposure to interest rate risk and the effective weighted average interest rate for classes of
financial assets and financial liabilitiesis set out below:

Fixed interest maturing in:

Weighted Floating 1year Over 1to  morethan Non-interest
average interestrate  or less S5years S5years bearing Total
1999 interest rate  $'000 $000 $000 $000 $ 000 $000
Financial assets
Cash 4.14% 13597 687 - - 248 14532
Receivables - Note 9 7.94% 5609 298 - 17 267 76 192 99 366
Investments - Note 12 - - - - - 10 10
19 206 985 - 17 267 76 450 113908
Financial liabilities
Borrowings - Note 17 6.21% 251 696 9389 - - 102 261187
Accounts payable
- Note 16 - - - - - 49 542 49 542
Convertible notes
- Note 17 11.00% - - 58 189 - - 58 189
Employee entitlements
- Note 18 6.30% - - 3387 - 20 756 24 143
251 696 9389 61 576 - 70 400 393 061
Existing at 30 June 1999:
Interest rate swaps* 6.14% (130 000) 40 000 90 000 - - -
* notional principal amounts
Fixed interest maturing in:
Weighted Floating 1year Over 1to  morethan Non-interest
average interestrate  or less S5years S5years bearing Total
1998 interest rate  $'000 $000 $000 $000 $ 000 $000
Financial assets
Cash 4.73% 8155 786 - - 349 9290
Receivables - Note 9 7.93% 3062 64 219 17 322 53 337 74004
Investments - Note 12 - - - - - 20 20
11217 850 219 17 322 53 706 83 314
Financial liabilities
Borrowings - Note 17 6.72% 150 135 1527 - - 102 151 764
Accounts payable
- Note 16 - - - - - 42 385 42 385
Convertible notes
- Note 17 11.00% - - 58 191 - - 58 191
Employee entitlements
- Note 18 5.60% - - 3201 - 9442 12 643
Dividends payable
- Note 18 - - - - - 3936 3936
150 135 1527 61 392 - 55 865 268 919
Existing at 30 June 1998:
Interest rate swaps* 6.13% (140 000) 60 000 80 000 - - -
Contracted at 30 June 1998:
Interest rate swaps* - (20 000) 10 000 10 000 - -
Interest rate options* - ( 60 000) 60 000 - - -
5.90% - (/80 000) 70 000 10 000 - -

* notional principal amounts
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ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

Additional financial instruments disclosur e (continued)

Foreign exchangerisk

The consolidated entity entersinto forward exchange contracts and futures options to hedge certain firm purchase and
sale commitments denominated in foreign currencies (principally US dollars). The term of these derivatives and
commitments are rarely more than 1 year.

The consolidated entity's policy is to enter into forward foreign exchange contracts to hedge foreign currency
purchases and salesin excess of $50 000.

The following table sets out the gross value to be received under foreign currency contracts, the weighted average
contracted exchange rates and the settlements periods of outstanding contracts for the consolidated entity.

Consolidated
1999 1998 1999 1998

Weighted average rate $000 $000
Sl USdollars
Not later than one year 0.65 0.66 3187 567
Buy Swiss Francs
Not later than one year 0.75 0.78 113 108
Buy German Deutschmarks
Not later than one year 1.20 - 54 -

As these contracts are hedging anticipated sales and purchases, any unrealised gains and |0sses on the contracts,
together with the costs of the contracts, will be recognised in the financial statements at the time the underlying
transaction occurs.

The gross unrecognised gains and losses on hedges of anticipated foreign currency purchases and sales are:

1999 1998
Gains L osses Gains L osses
$'000 $'000 $000 $'000
Not later than one year 53 (32) 44 (18)

Where the underlying transaction has occurred, the effect of the hedge has been recognised in the financial statements.

Foreign currency hedging options
From time to time, the consolidated entity enters into foreign currency hedging options to reduce the impact of changes
in foreign currency exchange rates.

Foreign currency hedging options are due to commence from 14 September 1999 should the sell rate for US dollars
reach a predetermined level. No foreign currency hedging options were contracted at 30 June 1998.

Credit risk
Credit risk represents the accounting loss that would be recognised if counterparties failed to perform as contracted.

On-balance sheet financial instruments
The credit risk on financial assets recognised on the balance sheet of the consolidated entity, excluding investments, is
the carrying amount, net of any provision for doubtful debts.

The consolidated entity minimises concentrations of credit risk by undertaking transactions with alarge number of
customers.

The consolidated entity is not materially exposed to any individual overseas country or individual customer.
Concentrations of credit risk on trade debtors due from customers are: Manufacturing, Building & Construction -
72% (1998: 80%), Retail - 6% (1998: 8%) and Mining - 15% (1998: 7%).
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ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

Additional financial instruments disclosur e (continued)

Credit risk (continued)

Off-balance sheet financial instruments

Credit risk on off-balance sheet derivative contracts is minimised as counterparties are recognised financial
intermediaries with acceptable credit ratings determined by a recognised rating agency.

Swap and foreign exchange contracts are subject to credit risk in relation to the relevant counterparties, which are
principally large banks. The maximum credit risk exposure on foreign currency contractsis the full amount of the
foreign currency the consolidated entity pays when settlement occurs, should the counterparty fail to pay the amount
which it is committed to pay the consolidated entity. The full amount of the exposure is disclosed at Note 23(b) above.

The credit risk on swap contractsis limited to the next amount to be received from counterparties on contracts that are
favourable to the consolidated entity. No amounts are due to the consolidated entity at 30 June 1999 (1998: Nil) asthe
consolidated entity isin anet payable position. The accrued liability to counterparties has been included in Accounts
Payable at balance date.

Commodity pricerisk
The consolidated entity entersinto forward sales, futures and option contracts to hedge commaodity sales prices on firm
sales commitments. The terms of these contracts are rarely more than 6 months.

Deferred gains or losses on these contracts are included as part of the sales transaction when recognised. No forward
sales, futures or option contracts were outstanding at year end (1998: Nil).

Net fair values of financial assetsand liabilities
Valuation approach
Net fair values of financial assets and liabilities are determined by the consolidated entity on the following bases:

On-balance sheet financial instruments
Convertible notes are traded in an organised financial market. The net fair value of convertible notes are determined
by valuing them at the current quoted market offer price, adjusted for transaction costs necessary to settle the liability.

Monetary financial assets and financial liabilities not readily traded in an organised financial market are determined by
valuing them at the present value of contractual future cash flows on amounts due from customers (reduced for
expected credit losses) or due to suppliers. Cash flows are discounted using the standard valuation techniques at the
applicable market yield having regard to the timing of the cash flows. The carrying amounts of bank term deposits,
accounts receivable, accounts payable, employee entitlements, bank loans and dividends payable approximate net fair
value.

The net fair value of investmentsin unlisted shares in other corporations is determined by reference to underlying net
assets of the respective corporations.

Off-balance sheet financial instruments

The valuation of off-balance sheet financial instruments detailed in this note reflects the estimated amounts which the
consolidated entity expectsto pay or receive to terminate the contracts (net of transaction costs) or replace the
contracts at their current market rates as at reporting date. Thisis based on independent market quotations and
determined using standard valuation techniques.
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ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

Additional financial instruments disclosur e (continued)

Net fair values of financial assets and liabilities (continued)
On-balance sheet financial instruments
The carrying amounts and net fair values of financial assets and liabilities as at the reporting date are as follows:

Consolidated Consolidated
1999 1999 1998 1998
Carrying Carrying
amount Net fair value amount Net fair value
$000 $000 $000 $000
Financial assets
Cash 14 532 14 532 9290 9290
Receivables 99 366 99 366 74 004 74004
Investments - sharesin other companies 10 10 20 20
Financial liabilities
Borrowings 261 187 261 187 151 764 151 764
Accounts payable 49 542 49 542 42 385 42 385
Employee entitlements 24143 24143 12643 12 643
Convertible notes 58 189 59 062 58 191 60 810
Dividend payable - - 3936 3936

Convertible notes are readily traded on organised markets in a standardised form. All other financial assets and
liabilities are not readily traded on organised markets in a standardised form.

Off-balance sheet financial instruments
The net fair value of off-balance sheet financial instruments as at the reporting date are:

Consolidated
1999 1998
$000 $000
Interest rate swaps ( 855) (3173)
Interest rate options - ( 148)
Forward foreign exchange contracts 54 26

( 801) (3295)

In securing certainty over future cash flows by hedging certain transactions, the consolidated entity has incurred a net
notional expense of $801 000 (1998: $3 295 000). This notional expense will be offset by an equivalent favourable
movement on the underlying transactions.

Commitments and contingent liabilities

The estimated maximum amounts of commitments and contingent liabilities not provided for in the financial statements
of the consolidated entity as at 30 June 1999 are set out below:

Consolidated The Company
1999 1998 1999 1998
$000 $000 $000 $000
Capital expenditure commitments
Contracted but not provided for and payable:
Not later than one year 13808 898 - -
1808 898 - -
Operating lease rental commitments
Future operating lease rentals not provided for and payable:
Not later than one year 1069 980 - -
Later than one year but not later than two years 981 829 - -
Later than two years but not later than five years 2023 1954 - -
Later than five years 1247 1918 - -
5320 5681 - -

Contingent liabilities
Bank guarantees 3271 2 958 1536 1056
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ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

Commitments and contingent liabilities (continued)

Litigation

Adelaide Brighton Ltd has issued proceedings against the State of South Australia and the SA Ports Corporation,
through it's subsidiary Adelaide Brighton Cement Ltd. Adelaide Brighton Cement Ltd is claiming refund of wharfage
and tonnage charges previously paid. The matter is currently before the Supreme Court of South Australia.

The company's legal advice supports this course of action and the merits of the case. However, should the claim be
unsuccessful, the company will be liable for legal costsincurred by SA Ports Corporation in defending the claim.
These costs cannot be precisely quantified at thistime.

Melcann Pty Ltd has instituted a Supreme Court action against Adelaide Brighton Cement Ltd, a subsidiary of
Adelaide Brighton Ltd, alleging breach of the terms of a supply contract. Melcann Pty Ltd is claiming various refunds
for freight charges and alleged |oss of market share damages, to the total of approximately $1 million. Theclamis
being vigorously defended as Adelaide Brighton Cement Ltd does not consider that any breach has occurred and that it
has at all times performed the duties under the contract.

Controlled entities

Particularsin relation to controlled entities

Name Place of incor poration Class of Consolidated interest
share 1999 1998
% %
Adelaide Brighton Ltd
Adelaide Brighton Cement Ltd South Aust* Ord 100 51
Adelaide Brighton Cement Inc Washington State USA * Ord 80 80
Adelaide Brighton Cement Investments Pty
Ltd South Aust? Ord 100 100
Adelaide Brighton Cement Research (No 1)
Pty Ltd South Aust 2 Ord 100 100
Adelaide Brighton Management Ltd South Aust Ord 100 100
Abcem Pty Ltd South Aust * Ord 100 100
Fuel & Combustion Technology Ltd South Aust Ord 100 100
Adelaide Brighton Cement International Pty
Ltd South Aust 2 ord 100 100
FCT Intellectual Property Pty Ltd South Aust ® Ord 100 100
Northern Cement Limited Northern Territory Ord 100 100
Cockburn Cement Ltd Western Australia Ord 100 -
Adelaide Brighton Cement Ltd
Acco Transport Pty Ltd South Aust 2 Ord 100 100
SRC Investment Pty Ltd West Aust ? Ord 100 100
Ready Lime Putty Pty Ltd West Aust ? Ord 100 100
Exmouth Limestone Pty Ltd West Aust Ord 51 51
Adelaide Brighton Cement Inc
Adelaide Brighton Cement (Florida) Inc FloridaUSA 3 Ord 100 100
Adelaide Brighton Cement (Hawaii) Inc Hawaii USA ° Ord 100 100
Hileah (Florida) Management Inc Florida USA * Ord 100 100
Adelaide Brighton Management Ltd
Pavement Technology Ltd South Aust Ord 100 100
Advanced Cement Technologies Pty Ltd South Aust Ord 100 100
Adelaide Brighton Cement (Netherlands) BV~ Netherlands 8 Ord 100 100
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ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

Controlled entities (continued)
Particularsin relation to controlled entities (continued)

Name Place of incor poration Class of Consolidated interest

share 1999 1908
% %

Pavement Technology Ltd

Accendo Pty Ltd South Aust 2 Ord 50 50

Advanced Cement Technologies Pty Ltd

Accendo Pty Ltd South Aust 2 Ord 50 50

Adelaide Brighton Cement Investments Pty Ltd

Adjuto Pty Ltd South Aust * Ord 100 100

Adjuto Pty Ltd

PQ Ltd South Aust Ord 100 50

Fuel & Combustion Technology Ltd

Fuel & Combustion Technology International

Ltd United Kingdom * ord 100 100

Fuel & Combustion Technology I nternational Ltd

Fuel & Combustion Technology International

Inc usAa® Ord 100 100

Adelaide Brighton Cement International Pty Ltd

Adelaide Brighton Cement Inc Washington State USA * Ord 20 20

Northern Cement Limited

Northern Cement Nominees Pty Ltd Northern Territory Ord 100 100

Mataranka Lime Pty Ltd South Aust ? ord 100 100

Cockburn Cement Ltd

Cockburn Waters Pty Ltd Western Australia® Ord 100 -

Hydrated Lime Pty Ltd Western Australia® Ord 100 -

Chemical Unit Trust Western Australia Units 100 -

Kagoorlie Lime & Chemical Company Pty

Ltd Western Australia® Ord 100 )

1 Theremaining 49% interest in Adelaide Brighton Cement Ltd was acquired on 30 June 1999 for a consideration

of $82 860 245.

2 Small proprietary company as defined by the Corporations Law and is not required to be audited for statutory

purposes
3 Controlled entities of which KPMG has not acted as auditor
4 Audited by other member firms of KPMG International

Outside equity interest in controlled entities

The following controlled entities have issued ordinary sharesto outside equity interests:

Name Total issued and paid-up Number of shares held by Equity holdings of
capital outside interest outside interests
1999 1998 1999 1998 1999 1998
$ 000 $000 $ 000 $000 % %
Adelaide Brighton Cement Ltd - 122 773 - 61 490 - 49
Exmouth Limestone Pty Ltd 9960 9960 4880 4880 49 49
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ADELAIDE BRIGHTON LTD
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Acquisition / disposal of controlled entities

The following controlled entities were acquired or disposed of during the financia year:

Acquisitions
Name Consideration Consolidated interest
1999 1998 1999 1998
Note $ 000 $000 % %
Exmouth Limestone Pty Ltd 0] - 1968 N/A 51
Cockburn Cement Ltd (i) 230 000 - 100 -

(i) Theentity was acquired for cash on 17 February 1998 and the operating results of the entity from that date have
been included in consolidated operating profit.

(i) The entity was acquired on 30 June 1999. Consideration wasin the form of 200 000 000 ordinary shares issued
to The Rugby Group PLC at a price of $1.15 per share.

The operating results of the entity have not been included in 1999 consolidated operating profit.
Disposals

No disposals during the current or prior financial periods.
Investmentsin associates

Details of investmentsin associates ar e as follows:

Investment carrying

Principal Balance Ownership interest amount
Name activities date Consolidated Consolidated
1999 1998 1999 1998*
% % $'000 $'000
Cement
Sunstate Cement Ltd manufacture 30 June 50 50 9995 33691
Cement
Independent Cement & Lime  distribution 30 June 50 50 14749 18 560
Road
Northern Stabilisers Ltd construction 30 June - 50 - -
Stabilised Pavements of Road
Audtralia Pty Ltd construction 30 June 50 50 7654 9154
Pavement Technology (M) Sdn Road
Bhd construction 31 December 40 40 940 1100
33338 62 505

*  Asequity accounting for investments in associates was applied for the first time in 1999, the investment carrying
amount for 1998 is not calculated in accordance with the equity method, but is based on cost or valuation.

Dividends and distributions received and receivable from associates for the year ended 30 June 1999 by the
consolidated entity amounted to $8 591 000 (1998: $9 413 000).

Page 14



ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

Investmentsin associates (continued)

Consolidated
1999 1998
$ 000 $000
Results of associates
Share of associates operating profit before tax 11 209 -
Share of associates' income tax expense attributable to operating profit (1 700) -
Share of associates net profit - as disclosed by associates 9509 -
Adjustments:
Amortisation of goodwill arising from investment (1385) -
Unrealised profit in inventory (138) -
Share of associates' net profit - equity accounted 7 986 -
Share of post-acquisition retained profitsand reserves attributable to
associates
Share of associates retained profits at the beginning of the financial year
dueto initial application of AASB 1016 Accounting for Investmentsin
Associates (8516) -
Share of net profit of associates 7986 -
Dividends from associates (8591) -
Share of associates' retained profits at the end of the financial year (9121) -
Movementsin carrying amount of investments
Carrying amount of investments in associates at the beginning of the
financial year 62 505 62 505
Adjustment on initial adoption of equity accounting (28 522) -
33983 62 505
Share of associates net profit 7986 -
Dividends received from associates (8 591) ;
Transfer to foreign currency trangation reserve (24) ;
Capital distribution from associate (16) ;
Carrying amount of investments in associates at the end of the financial
year 33338 62 505
Summary performance and financial position of associates
The consolidated entity's share of aggregate assets, liabilities and profits of associatesis
asfollows:
Net profit - as reported by associates 9509 -
Adjustments arising from equity accounting (1523) -
Net profit - equity accounted 7986 -
Total assets 113 000 -
Total liabilities 81943 -
Net assets - as reported by associates 31057 -
Consolidated entity's share of associates net assets 15325 -
Adjustments arising from equity accounting:
Goodwill (net of amortisation) 18 151 -
Other adjustments (138) -
Net assets - equity adjusted 33338 -
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Resear ch and development syndicate

Consolidated The Company
1999 1998 1999 1998

$000 $000 $ 000 $000
Current assets
Secured deposits under Research and
Development Syndication agreement (i) 2723 4096 - -
Non current assets
Secured deposits under Research and
Devel opment Syndication agreement (i) 14 544 13 226 - -
Total assets 17 267 17 322 - -
Current liabilities
Advanced research & development expenditure 2723 4 096 - -
Non current liabilities
Put option (iii) 14 544 13 226 - -
Total liabilities 17 267 17 322 - -

Net research & development assets - - - -

Comments

(i)

(i)

Adelaide Brighton Management Ltd (ABML) has licensed certain technology to the investor of asyndicate in
return for which the investor pays a licence fee to ABML and contracts ABML to conduct additional research and
development onits behalf. The licenceis exclusive for a defined number of years with the intention of

devel oping the technology into commercially available cement process control technology.

There is no guarantee provided by ABML that the research and devel opment undertaken will be successful.
However, the syndicate has been approved by Ausindustry in Canberra after undergoing detailed planning and
scrutiny, including a development and marketing plan and independent valuation of the licence fee payable.

The contract is medium/long term with the research conducted over a minimum period of three years with a
further five year period for development and product marketing. The investor has the option of "putting’ for a pre
determined amount, its interest in the technology and research resultsto ABML at the conclusion of the

devel opment/marketing period or earlier in certain situations.

Paymentsto ABML are for technology licence fees (long-term deposits) and research and development contract
fees up to one year in advance (short-term deposits). These amounts are held in a deposit account, in ABML's
name, with amajor bank as security for the advanced Research and Development expenditure and put option. At
all times the balance of the deposit account is equal to or greater than the balance of the liabilities.

Quarterly in advance, and subject to satisfactory progress being achieved against an agreed project schedule,
funds can be withdrawn from the deposit account by ABML for the next quarter research funding.

(i) ABML isobligated to retain the licence fee plus a research profit margin (plus accumulated interest) in the

(iv)

deposit account until such time as the investor achieves commercia royalties from the product of the research or
it decides to withdraw from the syndicate by exercising the 'put' option. If royalties are derived, each after tax
dollar received by the investor will generate the release from deposit of an equivalent amount which will be
brought to account asincometo ABML.

If the 'put’ is exercised, the transaction will unwind with the balance of the deposit account being used to acquire
from the investor al of itsinterest in the technology and research results.

In the financial records of ABML, research income received is only brought to account as research expenditure is

incurred. Funds received from the investor and held on deposit are recorded in the financial statements as an
asset with the equivalent 'put' option liability recorded as a liability; the net result of these transactions being nil.
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Directors remuneration

Directors income
The number of directors of the company, including executive directors, whose income from the company or any related

party, falls within the following bands:

Consolidated The Company
$ | 1999 1998| 1999 1998|
- - 9999 4 - 4 -
10000 - 19999 - 1 - 1
20 000 - 29999 - 1 - 1
40 000 - 49 999 2 - 2
50 000 - 59 999 1 - 1 -
60 000 - 69 999 1* - 1* -
90 000 - 99 999 1* 1 1* 1
110 000 - 119999 1 - 1 -
350 000 - 359999 - 1 - 1
1 020 000 - 1029 999 1* - 1*
* Remuneration includes lump sum termination payments
The remuneration bands are not consistent with the
emoluments disclosed in the Directors Report asthe
basis of calculation differs due to the differing
requirements of the Corporations Law and the
Accounting Standards.
$ $ $ $
Total income paid or payable, or otherwise made
available, to all directors of the company from the
company or any related party 1346 601 574 901 1346 601 574 901
Director feesincluded above 240 500 224 353 240 500 224 353
The voted limit on directors fees was 325000 325000 325000 325000

Directors income does not include amounts paid by the company during the year to indemnify directors, nor does
it include an allocation of insurance premiums paid by the company or related parties in respect of Directors and
Officers Liabilities and Legal Expenses' insurance contracts.

The total premium paid by the company during the year was $34,758. This premium covers al directors and
officers of the consolidated entity.
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Executives remuneration
The remuneration of executives who work wholly or mainly outside Australiais not included in this disclosure.

Executive officers are those officersinvolved in the strategic direction, general management or control of business at a
company or operating division level.

The number of executive officers of the company and of controlled entities, whose remuneration from the company or
related parties, and from entities in the consolidated entity, falls within the following bands:

Consolidated The Company
$ | 1999 1998| 1999 1998|

100 000 - 109 999 - 2 - -
110000 - 119999 - 2 - -
120000 - 129 999 - 2 - -
130000 - 139 999 2 2 - -
140 000 - 149 999 2* 1 - -
150 000 - 159 999 2 1 - -
160 000 - 169 999 2 2 - -
170000 - 179999 1 1 - -
190 000 - 199 999 - 1 - -
200 000 - 209 999 - 1 - -
230000 - 239999 - 1* - -
240 000 - 249 999 1 - - -
250 000 - 259999 1 - - -
310000 - 319999 - 1* - -
340 000 - 349 999 - 1* - -
360 000 - 369 999 1 - - -
550 000 - 559 999 1* - - -
580 000 - 589 999 1* - - -

* Remuneration includes lump sum redundancy payments

The remuneration bands are not consistent with the

emoluments disclosed in the Directors Report as the

basis of calculation differs due to the differing

requirements of the Corporations Law and the

Accounting Standards.

$ $ $ $

Total income received, or due and receivable from the

company, entities in the consolidated entity, and

related parties by executive officers whose incomeis

$100 000 or more 3377728 3100576 - -

Executives remuneration does not include amounts paid by the company during the year to indemnify directors,
nor does it include an allocation of insurance premiums paid by the company or related parties in respect of
Directors and Officers Liabilities and Legal Expenses insurance contracts.

The total premium paid by the company during the year was $34,758. This premium covers all Directors and
Officers of the consolidated entity.

Statement of operations of segments

Industry and geographical segments

The consolidated entity operates predominantly in the cement and concrete industry in Australia. More than
90% of revenue, operating profit and segment assets relate to operations in the cement and concrete industry
in Australia.

Page 18



32

ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

Related party disclosures

Directors

The names of each person holding the position of director of the company during the financial year are Messrs MA
Kinnaird, CL Harris, PC Crowley, DA Harding, CH Perkins, RW Hammond, RAF England and ND Hamilton. Messrs
PC Crowley, DA Harding and CH Perkins were appointed as directors on 30 June 1999. Mr ND Hamilton was
appointed as a director on 21 July 1998 and resigned as a director on 30 June 1999. Mr RAF England resigned asa
director on 30 June 1999.

Mr PJ Bowen was appointed as an aternate director for PC Crowley and DA Harding on 30 June 1999.

Mr MA Kinnaird, a director of Adelaide Brighton Ltd isadirector of Kinhill Pty Ltd a company in which he has
significant influence. Kinhill Pty Ltd provided consulting services to the consolidated entity to the total amount of
$234 (1998: $45,128) during the year on normal commercial terms and conditions.

Mr MA Kinnaird, a director of Adelaide Brighton Ltd was a director of Perry Engineering Pty Ltd, a company in
which he had significant influence until he ceased to be adirector in April 1999. Perry Engineering Pty Ltd provided
consulting services to the consolidated entity to the total amount of $16,889 (1998: Nil) during the year on normal
commercial terms and conditions.

Mr RAF England, adirector of Adelaide Brighton Ltd is a director of TOWER Trust Ltd a company in which he has
significant influence. Adelaide Brighton Ltd paid TOWER Trust Ltd for trust feesto the total amount of $23,828
(1998: $17,460) during the year on norma commercia terms and conditions.

From time to time directors of the company or its controlled entities, or their director-related entities, may purchase
goods from the consolidated entity. These purchases are on the same terms and conditions as those entered into by
other consolidated entity employees and are trivial or domestic in nature.

Directors shareholdings
The shareholdings in the company and share transactions of directors (including directors who retired during the year)
and their director related entities during the year were:

Sharesheld  Acquired Disposed Sharesheld

6/30/98 6/30/99
Directors as at 30 June 1999
Ordinary Shares 221 164 38 000 (30 000) 229 164
Retired Directors
Ordinary Shares 40 868 13561 - 54 429

All share transactions with directors and their director related entities are on norma commercial terms and conditions.

Directors noteholdings
No directors (including directors who retired during the year) or their director related entities held convertible notes
during the year.

Wholly owned group
Details of interestsin wholly owned controlled entities are set out in Note 25. Details of dealings with these entities
are set out below.

Balances with entities within the wholly owned group include amounts receivable from Adelaide Brighton Cement Ltd.
Adelaide Brighton Cement Ltd became awholly owned controlled entity on 30 June 1999. Prior to 30 June 1999,
Adelaide Brighton Cement Ltd was a partly owned controlled entity. Details of transactions with Adelaide Brighton
Cement Ltd during the year are disclosed in Other related parties.
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Related party disclosur es (continued)

Wholly owned group (continued)

Loans

A subordinated loan to Adelaide Brighton Cement Ltd of $65 500 000 is repayable based on the conversion of
convertible notes to ordinary share capital of the company. Adelaide Brighton Cement Ltd became a wholly owned
controlled entity on 30 June 1999. Comparative information has been shown in the 'Balances with partly owned
controlled entities' section. Interest is charged half yearly at ruling commercial rates on the outstanding balance.
Interest revenue brought to account by the company in relation to this loan during the year has been shown in the
'Partly owned controlled entities' section.

A loan to Adelaide Brighton Cement Ltd of $82 860 247 was granted on 30 June 1999 to fund a capital reduction
payment. Theloan is subordinated and is only repayable after full repayment of external borrowings. Interest will be
charged quarterly from 30 June 1999 at a 5.5% premium on ruling commercia rates on the outstanding balance.

All other loans to and from Group entities are repayable at call. Interest is charged annually at ruling commercial rates
on the outstanding balance.

Interest revenue and expense brought to account by the company in relation to these loans during the year was:

The Company
1999 1998
$000 $000
Interest revenue 11 680 11 400
Interest expense - 1480
Dividends
Dividends received or due and receivable by the company from wholly
owned controlled entities 17 450 17 100

Other transactions
The company purchases management services from Adelaide Brighton Management Ltd in the normal course of
business and on normal terms and conditions.

Tax losses are transferred between entities within the wholly owned group at cost, in accordance with Division 170 of
the Income Tax Assessment Act 1997. The company acquired tax losses to the value of $2,134,314 (1998:
$1,679,354) from Mataranka Lime Pty Ltd, Adelaide Brighton Management Ltd and Abcem Pty Ltd during the year.

Balances with entities within the wholly owned group
The aggregate amounts receivable from, and payable to, wholly owned controlled entities by the company at balance
date are:

The Company

1999 1998
$000 $000

Receivables
Other loans - current 65 508 64 537
Other loans - non current 148 360 -

Payables

Other loans - current (2709) (17 099)
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Related party disclosur es (continued)
Other related parties

The aggregate amount of debts, other than trade debts, due and receivable from and payable to other related parties by
the company and the consolidated entity at balance date:

Consolidated The Company
1999 1998 1999 1998
$'000 $'000 $'000 $'000
Receivables
Current 12 074 9124 - 170
Non current 400 1000 - 65 500
12 474 10124 - 65 670
Other Loans
Non current 107 890 - - -

Partly owned controlled entities
Details of interestsin partly owned controlled entities are set out in Note 25. Details of dealings with these entities are
set out below.

Loans

A subordinated loan to Adelaide Brighton Cement Ltd, is repayable based on the conversion of convertible notes to
ordinary share capital of the company. Adelaide Brighton Cement Ltd became awholly owned controlled entity on 30
June 1999 and the loan balance outstanding at 30 June 1999 has been shown in the 'Balances with entities within the
wholly owned group' section.

Interest is charged half yearly at ruling commercia rates on the outstanding balance. Interest revenue brought to
account by the company in relation to this loan during the year was $3 770 000 (1998: $3 716 000).

Dividends
Dividend revenue from partly owned controlled entity, Adelaide Brighton Cement Ltd, brought to account by the
company was $7 431 000 (1998: $4 658 000).

Balanceswith partly owned controlled entities
The aggregate amount receivable from and payable to, partly owned controlled entities by the company at balance date
were:

The Company
1999 1998
$'000 $'000
Receivables
Current - 170
Non current - 65 500
- 65670

Adelaide Brighton Cement Ltd became awholly owned controlled entity on 30 June 1999. All balances outstanding at
30 June 1999 with the company have been shown in the 'Balances with entities within the wholly owned group' section.

Page 21



32

(b)

ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

Related party disclosur es (continued)

Other related parties (continued)

Associated companies and business undertakings

Details of interestsin associated companies and business undertakingsis set out in Note 27. Details of dealings with
these entities are set out below.

Loans

L oans to associated companies: Stabilised Pavements of Australia Pty Ltd and Independent Cement & Lime are
repayable at call. The loan to Stabilised Pavements of Australia Pty Ltd isinterest free and interest is charged
quarterly on the loan to Independent Cement & Lime at ruling commercial rates on the outstanding balance. Interest
revenue brought to account by the consolidated entity during the year was $369 000 (1998: $304 000).

Dividends and distributions
Refer Note 27

Other transactions
During the year other transactions with related corporations were:

i.  Adelaide Brighton Cement Ltd supplied finished products and raw materials to related corporations Sunstate

Cement Ltd, Independent Cement & Lime, Melcann Pty Ltd and Australian Cement Holdings Pty Ltd, and
purchased raw materials and finished products from Australian Cement Holdings Pty Ltd and Melcann Pty Ltd.

ii. Pavement Technology Ltd purchased raw materials from Independent Cement & Lime.

iii. Pavement Technology Ltd hired equipment to, and hired equipment from, Stabilised Pavements of Australia Pty
Ltd.

All transactions are on normal commercial terms and conditions and transactions for the supply of raw materials and
finished products are covered by shareholder agreements.

The value of transactions for the year was:

Consolidated The Company
1999 1998 1999 1998
$000 $000 $000 $000
Sdles 90 341 90 755 - -
Purchases 23 457 52 085 - -

Balances with associated companies and business undertakings
The aggregate amounts receivable from, and payable to, associated companies and business undertakings by the
consolidated entity at balance date were:

Consolidated The Company
1999 1998 1999 1998
$'000 $000 $'000 $'000
Receivables
Current 24 154 19 520 - -
Non current 400 1000 - -
Payables
Current 2448 2027 - -

These amounts include trade debtors, trade creditors, loans and distributions/dividends receivable.
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Related party disclosur es (continued)

Other related parties (continued)
Controlling entity
Rugby Holdings Ltd acquired a 55% interest in Adelaide Brighton Ltd on 30 June 1999.

Balances with controlling entity
$12 889 727 was owing to Rugby Holdings Ltd at 30 June 1999 by Cockburn Cement Ltd, asubsidiary of Adelaide
Brighton Ltd. Theloan ison normal terms and conditions.

Entities subject to common control

On 30 June 1999, Cockburn Cement Ltd received aloan of $95 000 063 from Gillingham Portland Cement Company
Ltd, asubsidiary of The Rugby Group PLC. Theloan is on normal terms and conditions.

Ultimate Parent Entity

Theimmediate parent entity of Adelaide Brighton Ltd is Rugby Holdings Ltd, a company incorporated in Western
Australia. The ultimate parent entity of Adelaide Brighton Ltd is The Rugby Group PLC, a company incorporated in
the United Kingdom.

Earningsper share Consolidated
1999 1998
4 g
Basic earnings per share (cents per share) calculated in accordance with AASB 1027 -24.1 8.6*
Earnings per share (cents per share) calculated by reference to operating profit before
abnormal items after income tax and outside equity interests 7.3 8.4*
Reconciliation of earnings used in the calculation of earnings per share* $000 $000
Operating profit/(loss) after income tax (70070) 27 192
Less: Outside equity interests (32 155) 13722
Earnings used in calculation of basic earnings per share (AASB 1027) (37 915) 13 470
Earnings before abnormal items after income tax and outside equity interests 11481 13223
Number of Shares
1999 1998
Weighted average number of ordinary shares used in the calculation of basic earnings per
share 157 439 770 157 171 596

Changein accounting policy

Asdetailed in Note 2, the consolidated entity changed its accounting policy with respect to accounting for investments
in associates and major maintenance provisions. The effect for the financial year ended 30 June 1999 has been to
decrease basic earnings per share by 1 cent as compared with the amounts of earnings per share that would have been
determined using the previous accounting policy.

* 1998 comparative amounts have been adjusted to the amounts that would have been determined had the changein
accounting policy occurring in the current financial year been applied to 1998.

Potential ordinary shares
29 094 661 (1998: 29 095 660) convertible unsecured notes were on issue at balance date. These potential ordinary
shares do not have a dilutive effect on the calculation of diluted earnings per share.

Conversion, call, subscription or issue after 30 June 1999

There has been:

(d) no conversion of convertible notes to ordinary shares,

(b) no callsof or subscription for ordinary shares; or

(c) noissues of potential ordinary shares

since the reporting date and before the completion of these financia statements.
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Notesto the statement of cashflow

Reconciliation of cash

For the purpose of the Statement of Cash Flows, cash includes cash on hand and at bank and short term deposits\
(borrowings) at call, net of outstanding bank overdrafts. Cash as at the end of the financia year as shown in the
Statement of Cash Flows is reconciled to the related items in the balance sheets as follows:

Consolidated The Company
1999 1998 1999 1998
$000 $000 $000 $000
Cash 14 532 9290 154 -
Bank overdraft (1 911) (344 ( 10 885) ( 514
13621 8 946 (10731 ( 514

Reconciliation of operating profit after income tax to net cash provided by operating activities

Operating profit/(loss) after income tax (70 069) 23512 (28 284) (2813)

Add/(less) non cash items:
Transfer to provisions:

Doubtful debts ( 194) 387 - -
Depreciation & amortisation 27713 23809 195 195

Add/(less) items classified as investing/ financing activities:
Put option 1318 1230 - -
Research and development funding (1372 (3603) - -
(Profit)/Loss on sale of non current assets 1544 (15 700) - -
Write down of property, plant and equipment 39288 - - -
Write down of patents, trademarks and brandnames 9432 - - -
Write down of capitalised research & development costs 3032 - - -
Write down and loss on sale of investments - 151 55611 28 289
Share of associates' net profit 606 - - -
Equity ininterest in business undertakings - ( 697) - -
Other 123 ( 764) - ( 40)

Net cash provided by operating activities before change in

assets and liabilities 11421 28 325 27522 25631

Changesin assets and liabilities adjusted for effects of
purchase and disposal of controlled entities during the

financial year:
(Increase)/decrease in deferred expenses 597 ( 333 189 ( 138)
(Increase)/decrease in inventories 10582 (3509) - -
(Increase)/decrease in prepayments ( 621) 371 - (1
(Increase)/decrease in trade/term debtors (8112 5587 - -
(Increase)/decrease in inter-company debtors - - (27 068) (27014)
Increase/(decrease) in trade creditors (7419 5872 544 (27)
Increase/(decrease) in provisions 36 955 (1783) - 666
Increase/(decrease) in deferred taxes payable (14 810) 3648 ( 199) -

Net cash provided by (used in) operating activities 28 593 38178 988 ( 883)
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Notesto the statement of cashflow (continued)

(iii) Other cashflows related to financing and investing activities.

(@ Other cashflows relating to investing activities comprise:

Purchase of Research and Development Syndication
Deposit

Costsincidental to the acquisition of 49% of Adelaide
Brighton Cement Ltd

Other

(b) Other cashflowsrelating to financial activities comprise:
Sale of core technology and advance paymentsin
relation to Research and Devel opment Syndication
Other

Consolidated The Company
1999 1998 1999 1998
$'000 $000 $'000 $000
( 54) ( 539) - -
(1466) - (1466) -
( 845) (1612) - -
(2365) (2151) (1466) -
1318 4142 - -
(17) - - -
1301 4142 - -

(iv) Disposal of controlled entities
The proceeds on sale of Hurricane Wire Products Ltd and Hurricane Wire Products (Aust) Pty Ltd were received in the

v)

1998 financial year ($19 940 000).

Acquisitions of controlled entities

During the financial year the consolidated entity acquired 100% of the ordinary shares of Cockburn Cement Ltd (1998:
51% of the ordinary shares of Exmouth Limestone Pty Ltd). Details of the acquisitions are as follows:

Consideration paid and payable
Acquisition costs

Cash acquired
Outflow of cash

Fair value of net assets of entity acquired
Cash
Receivables
Inventories
Other current assets
Freehold land
Buildings
Plant & equipment
Limestone reserves and mineral tenements
Accounts payable
Bank overdraft
Borrowings
Provisions

Outside equity interests at acquisition
Goodwill on acquisition
Non cash consideration - issue of shares (Note 19)

Consideration (cash)
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Consolidated
1999 1998
$'000 $'000
- 5203
1012 -
1012 5203
(9 184) (4 080)
(8172 1123
9247 4080
17 791 -
16 805 -
1429 -
30820 -
21930 -
133202 -
8540 6 003
(14 404) -
( 63) -
(116 890) -
(21 733) -
86 674 10083
- (4880)
144 338 -
(230 000) -
1012 5203
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Events subsequent to balance date

Sale of asset

Land classified as a current asset in the financial statements at 30 June 1999 was sold for $2,600,000 on 5 July 1999 at
aprofit of $1,300,000 after sales commissions and demolition costs.

Capital return

It was proposed in the Adelaide Brighton Ltd prospectus dated 18 May 1999 that a capital return of 3.5¢ per share be
paid to shareholders on the register as at 5.00pm on 29 June 1999. The sharesissued to The Rugby Group PLC and
pursuant to the rightsissue on 30 June 1999 did not participate in this distribution. A capital return was subsequently
paid on 5 July 1999 based on 157,440,821 ordinary sharesfor atotal cost of $5,510,439. The full cost of this payment
was debited to the share capital account.

Fuel & Combustion Technology Group

The Board as aresult of the restructuring initiatives with The Rugby Group PLC and consequent focus on core
activitiesin cement and lime, commenced a comprehensive review of the Fuel & Combustion Technology Group
(FCT). Thisreview included an investigation asto its potential for sale and the Collins Hill Group were commissioned
to seek expressions of interest from potential purchasers.

No potential purchasers eventuated through this exercise, prompting further review of FCT's operations. The Board
considered it prudent to raise a provision of $5 million in relation to the carrying value of intellectual property and
capitalised research and development costs. The provision has been disclosed as an abnormal item in the financial
statements for the year ended 30 June 1999.

Thereview of FCT is ongoing and active steps have been taken to eliminate costs and further losses. Thetrading loss
for the year to date and costs of closure, were a decision be made to close the operations of FCT, are estimated at $4
million and would impact the profit and loss in the period ending 31 December 1999.

The financial effects of the above transactions have not been brought to account in the financial statements for the year
ended 30 June 1999.
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A.C.N. 007 596 018

Directors Declaration
Year Ended 30 June 1999

In the opinion of the directors of Adelaide Brighton Ltd:

(8 thefinancial statements and notes, set out on pages 13 to 53, are in accordance with Corporations Law, including:

() giving atrue and fair view of the financial position of the company and consolidated entity as at 30 June 1999
and of their performance, as represented by their operations and cash flows, for the year ended on that date; and

(i) complying with Accounting Standards and the Corporations Regulations; and

(b) there are reasonable grounds to believe that the company will be able to pay its debts as and when they become due
and payable.

Dated at Adelaide this day of September 1999.

Signed in accordance with aresolution of the directors:

Directors
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Independent auditors report
to the membersof Adelaide Brighton Ltd

Scope

We have audited the financial report of Adelaide Brighton Ltd for the financial year ended 30 June 1999, consisting of the
profit and | oss statements, bal ance sheets, statements of cash flows, accompanying notes, and the directors' declaration set
out on pages 13to 54. Thefinancia report includes the consolidated financial statements of the consolidated entity,
comprising the company and the entities it controlled at the year's end or from time to time during the financial year. The
company's directors are responsible for the financial report. We have conducted an independent audit of this financial report
in order to express an opinion on it to the members of the company.

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

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

In our opinion, the financial report of Adelaide Brighton Ltd is in accordance with:
(8 the Corporations Law, including:

(i) giving atrue and fair view of the company's and consolidated entity's financial position as at 30 June 1999 and of
their performance for the year ended on that date; and

(if) complying with Accounting Standards and the Corporations Regulations; and

(b) other mandatory professional reporting regquirements.

KPMG
Chartered Accountants

GD Walters
Partner
Adelaide 1999
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ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

BALANCE SHEETS
as at 30 June 1999
Consolidated The Company
1999 1998 1999 1998
$000 $000 $000 $000
Note

Current assets
Cash 14 532 9290 154 -
Receivables 9 84 100 59559 65509 44608
Inventories 10 49 628 43 405 - -
Other 11 5724 4919 1 191
Total current assets 153984 117173 65664 44799
Non-current assets
Receivables 9 15 266 14445 148360 65500
Investments 12 33348 62525 294982 110806
Property, plant and equipment 13 527567 405419 - -
Intangibles 14 163 929 12513 488 683
Other 15 31485 23441 - -
Total non-current assets 771595 518343 443830 176989
Total assets 925579 635516 509494 221788
Current liabilities
Accounts payable 16 49 542 42 385 3515 263
Borrowings 17 9911 1544 10885 514
Provisions 18 26 642 25614 116 4052
Total current liabilities 86 095 69543 14516 4829
Non-current liabilities
Borrowings 17 309465 208411 58189 58191
Provisions 18 103 834 59 240 176 375
Total non-current liabilities 413299 267651 58365 58566
Total liabilities 499394 337194 72881 63395
Net assets 426185 298322 436613 158393
Shareholders equity
Share capital 19 467 745 78719 460616 78719
Reserves 20 31478 140058 - 75 393
Retained profits/(losses) (76020) (32477) (24003) 4281
Shareholders' equity attributable to members
of the company 423203 186300 436613 158393
Outside equity interestsin controlled entities 21 2982 112022 - -
Total shareholders' equity 426185 298322 436613 158393

The balance sheets are to be read in conjunction with the notes to and forming part of the financial statements
set out on pages 16 to 53.
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ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

STATEMENTSOF CASH FLOWS
for the year ended 30 June 1999

Note
Cash flows from operating activities
Cash receipts in the course of operations
Cash payments in the course of operations
Dividends received
Distributions from business undertakings
Other income
Interest and other items of a similar nature received
Borrowing costs paid
Income tax refunds received
Income taxes paid
Net cash provided by (used in) operating
activities 34(ii)
Cash flows from investing activities
Payments for property, plant and equipment
Payments for investments
Payments for controlled entities 34(Vv)
Proceeds from sale of controlled entities 34(iv)
Proceeds from sale of investments
Proceeds from sale of non-current assets
L oans to associated companies
Loans repaid
Interest and other finance costs paid
Other payments 3A(iii)

Net cash provided by (used in) investing activities

Cash flows from financing activities

Loansrepaid by controlled entities

Loansto controlled entities

Proceeds from issue of shares (net of associated costs)
Proceeds from borrowings

Repayment of borrowings

Other proceeds 3A(iii)
Dividends paid

Dividends paid to outside equity interests

Capital reduction payment to outside equity interests

Net cash provided by (used in) financing activities
Net increase (decrease) in cash held

Cash at the beginning of the financial year

Cash balances in controlled entities acquired 34(v)
Effects of exchange rate changes on the balances

of cash held in foreign currencies

Cash at the end of the financial year 34(i)

Consolidated The Company
1999 1998 1999 1998
$ 000 $000 $ 000 $000
307541 325742 - -
(271172) (274549) (3847) ( 748)
2277 2 365 7431 4658
3968 2740 - -
1218 2029 - -
791 893 3810 1880
(17009) (16446) (6406) (6673)
2060 - - -
(1081) (4596) - -
28 593 38178 988 ( 883)
(8374) (47569) - -

- ( 88) - -
(1012) (5203) (1012 -

- 19940 - -

- 38 606 - -

1535 33536 - -

- ( 123) - -

600 2149 - -

- (1963) - -
(2365) (2151) (1466) -
(9616) 37134 (2478) -

- - 1567 23815

- - (82860) -
76 502 - 76 502 -
15692 21022 - -

(23200) (87769) - (10818)
1301 4142 - -
(3936) (7859 (3936) (7859
(7140) (4475) - -
(82 860) - - -
(23641) (74939) (8727) 5138
(4 664) 373 (10217) 4255
8 946 4005 ( 514) (4769)
9184 4080 - -
155 488 - -
13621 8946 (10731 ( 514)

The statements of cash flows are to be read in conjunction with the notes to and forming part of the financial
statements set out on pages 16 to 53.
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ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

NOTESTO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 1999

1 Statement of accounting policies

The significant policies which have been adopted in the preparation of this financial report are:

@)

(b)

©

(d)

Basis of preparation

Thefinancia report isageneral purpose financial report which has been prepared in accordance with Accounting
Standards, Urgent Issues Group Consensus Views, other authoritative pronouncements of the Australian Accounting
Standards Board and the Corporations Law. It has been prepared on the basis of historical costs and does not take
into account changing money values or, except where stated, current valuations of non-current assets. These
accounting policies have been consistently applied and, except where there is a change in accounting policy, are
consistent with those of the previous year.

Where necessary, comparative information has been reclassified to achieve consistency in disclosure with current
financial year amounts and other disclosures.

Principles of consolidation
The consolidated financia statements comprise the financial statements of the company, being the parent entity, and
its controlled entities. All inter-entity balances and transactions have been eliminated.

Where an entity either began or ceased to be controlled during the year, the results are included only from the date
control commenced or up to the date control ceased.

Outside interests in the equity and results of the entities that are controlled by the company are shown as a separate
item in the consolidated financial statements.

Foreign currency

Foreign currency transactions are translated to Australian currency at the rates of exchange ruling at the dates of the
transactions. Amounts receivable and payable in foreign currencies at balance date are trandlated at the rates of
exchange ruling on that date.

Exchange differences arising on the hedging of specific foreign currency transactions to establish the price of
particular goods or services to be purchased or sold are deferred for inclusion in the measurement of the transaction
to which they relate.

The balance sheets of the overseas controlled entities (being self-sustaining foreign operations) are translated at the
rates of exchange ruling at balance date. The profit and loss statements are translated at an average rate for the year.
Any balance sheet transaction adjustments are taken directly to the foreign currency translation reserve.

Revenue recognition

(i) Salesrevenue
Sales revenue comprises revenue earned (net of returns, discounts and allowances) from the provision of goods
or services to entities outside the consolidated entity. Sales revenue is disclosed when the goods are provided,
or when the fee in respect of services provided isreceivable.

(ii) Interest income
Interest income is recognised as it accrues.

(iii) Other revenue
The revenue recognition policy for investments is described in accounting policy Note 1(i).
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ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

1 Statement of accounting policies (continued)

C

®)

@)

(h)

0]

Income tax
The consolidated entity adopts the liability method of tax-effect accounting.

Income tax expense is calculated on operating profit adjusted for permanent differences between taxable and
accounting income. The tax effect of timing differences which arise from items being brought to account in
different periods for income tax and accounting purposes, is carried forward in the balance sheet as a future income
tax benefit or adeferred tax liability.

Future income tax benefits are not brought to account unless realisation of the asset is assured beyond reasonable
doubt. Future income tax benefits relating to tax losses are only brought to account when their realisation is
virtually certain.

Non current assets
The carrying amounts of all non current assets are reviewed at least annually to determine whether they are in excess

of their recoverable amount. If the carrying amount of a non current asset exceeds the recoverable amount, the asset
is written down to the lower value. In ng recoverable amounts the relevant cashflows have not been
discounted to their present value.

Cash

For the purposes of the statement of cashflows, cash includes deposits at call which are readily convertible to cash
on hand and which are used in the cash management function on a day-to-day basis, net of outstanding bank
overdrafts.

Derivatives
The company is exposed to changes in interest rates and foreign exchange rates from its activities. Company policy

isto utilise derivative financial instruments to reduce these risks. Company policy isto not enter, hold or issue
derivative financial instruments for trading purposes.

Derivative financial instruments that are designated and effective as hedges of underlying exposures are accounted
for on the same basis as the underlying exposure.

Where a hedge transaction is terminated early and the anticipated transaction is still expected to occur, the deferred
gains and |osses that arose on the hedge prior to its termination continue to be deferred and are accounted for on the
same basis as the underlying exposure. Where a hedge transaction is terminated early because the anticipated
transaction is no longer expected to occur, deferred gains and losses that arose on the hedge prior to its termination
areincluded in the profit and loss statement for the period.

I nvestments

(i) Controlled entities
Investments in controlled entities are carried in the company's financial statements at cost or directors
valuation having regard to recoverable amounts. Dividends and distributions are brought to account in the
profit and loss statement when they are declared.

Provisions for write down of the investment in controlled entities are made in the financial statements of the
company where the net assets of controlled entities fall below zero.

(if) Associates
In the consolidated financial statements Investments 1N assoclates are accounted tor using equity accounting
principles. Investmentsin associates are carried at the lower of the equity accounted amount and recoverable
amount. The consolidated entity's share of the associates net profit or loss after tax is recognised in the
consolidated profit and loss statement after adjustments for: amortisation of goodwill arising from notional
adjustments made as at the date of acquisition; dissimilar accounting policies; and the elimination of unrealised
profits and losses on transactions between the associate and any entitiesin the consolidated entity or another
associate of the consolidated entity. Other movements in reserves are recognised directly in consolidated
reserves.

Thisis achangein accounting policy from 1998. Refer Note 2 for further details.
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ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

1 Statement of accounting policies (continued)

0]

@

(k)

U]

(m)

(n)

I nvestments (continued)

(ii) Other companies
Investments in other companies are carried at cost or directors valuation having regard to recoverable amounts.
Dividends are brought to account as they are received.

Inventories

All inventories are valued at the lower of cost and net realisable value. The cost of raw materials, work in progress
and finished goods is based upon average production cost and includes an appropriate proportion of fixed and
variable manufacturing overheads. Stores are valued at average cost less an allowance for obsolescence.

Depreciation and amortisation of fixed assets

(i) Limestone reserves and mineral tenements
Where avalueis placed on limestone reserves or mineral tenements this value is amortised if the remaining life
islessthan forty years.

A provision for rehabilitation of mineral reserves and tenements will be created when circumstances permit
reasonable estimation of the liability. An independent valuer has concluded that there is uncertainty asto what
future liability may arisein relation to rehabilitation. Further, partial rehabilitation of most sitesis being
undertaken as the quarrying process progresses through placing of overburden and tree planting and grassing.
Costsin relation to this partial rehabilitation are expensed asincurred.

(if) Other fixed assets
Fixed assets, including buildings and leasehold property but excluding freehold land, are depreciated or
amortised over their estimated useful lives. The straight line method is used.

The average depreciation rates used for each class of asset are asfollows:

Buildings 9%

L easehold property 10%

Plant and equipment 7%
L eased assets

Leases of plant and equipment under which the company or its controlled entities assume substantially al the risks
and benefits of ownership are classified as finance leases. Other |eases are classified as operating leases.

Finance leases are capitalised. A lease asset and aliability equal to the present value of the minimum lease
payments are recorded at the inception of the lease. Capitalised leased assets are amortised on a straight line basis
over the term of the relevant lease or, where it is likely the consolidated entity will obtain ownership of the asset, the
life of the asset. Leaseliabilities are reduced by repayments of principal. The interest component of the lease
paymentsis charged to the profit and loss statement.

Operating |ease costs are expensed as incurred.

Resear ch and development costs
Research and development costs are expensed as incurred, except, as identified in Note 15 where the expenditure

relates to specific major projects in which research and development costs are capitalised up to the commencement
of commercial testing as part of the project development costs, after which they are amortised on a straight line basis
over the period in which the related benefits are expected to be realised. All capitalised research and development
costs have now been fully amortised.

Provisions
(i) Provision for employee entitlements

Wages, Salaries, Annual Leave and Sck Leave
The provisions for employee entitlements to wages, salaries, annual leave and sick |leave represent the amount

which the consolidated entity has a present obligation to pay resulting from employees' services provided up to
the balance date. The provision has been calculated at nominal amounts based on current wage and salary rates
and includes related on-costs.
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ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

1 Statement of accounting policies (continued)

(n)

(0)

(p)

©)

©®

®

Provisions (continued)

(i) Provision for employee entitlements (continued)
Long service leave
The ligbility for employee entitlements to long service leave represents the present value of the estimated
future cash outflows to be made by the employer resulting from employees services provided up to the balance
date.

Liabilities for employee entitlements which are not expected to be settled within twelve months are discounted
using the rates attaching to national government securities at balance date, which most closely match the terms
of maturity of the related liabilities.

In determining the liability for employee entitlements, consideration has been given to future increases in wage
and salary rates, and the consolidated entity's experience with staff departures. Related on-costs have aso been
included in the liability.

(if) Provision for workers compensation
Provision is made for estimated amounts outstanding on existing claims and an assessment of unreported
accidents for which the consolidated entity may become liable.

(iii) Provisions for product warranty
Provision is made for the consolidated entity's estimated liability on all products still under warranty, including
claims already received. The estimate is based on experience.

Superannuation funds
The company and its controlled entities contribute to employee superannuation and pension funds in addition to

contributions to the funds made by employees. Such Group contributions are charged against income.

Borrowing costs
Borrowing costs include interest and amortisation of other costs incurred in connection with the arrangement of

borrowings and lease finance charges. Borrowing costs are expensed as they are incurred unless they relate to
qualifying assets. Qualifying assets are assets which take more than 12 months to get ready for their intended use or
sale. Borrowing costs from external sources for specific major projects are capitalised as part of the project
development cost up to the commencement of commercial operations.

Acquisition of assets
The cost method of accounting Is used for all acquisitions of assets regardless ot whether shares or other assets are

acquired. Cost is determined as the fair value of the assets given up at the date of acquisition plus costs incidental to
the acquisition.

Intangibles and expenditure carried forward
(i) Convertible note issue costs
Convertible note issue costs are amortised over a period corresponding to the issue period of the notes.

(ii) Patents, trademarks and brand names
Significant costs associated with patents, trademarks and brand names having a benefit or relationship to more

than one accounting period are deferred. Costs are amortised on a straight line basis over a maximum of
twenty years.

Resear ch and development syndicate
During the 1996 financial year the consolidated entity entered into a Research and Development Syndication

agreement. The accounting treatment and effect on the balance sheet and profit and loss statement are disclosed in
Note 28 of the financial statements.

Goodwiill

Goodwill, representing the excess of the purchase consideration plusincidental costs over the fair value of the
identifiable net assets acquired on the acquisition of a business, is amortised over the period of time during which
benefits are expected to arise.

Goodwill isamortised on a straight line basis over a maximum of twenty years. The unamortised bal ance of
goodwill isreviewed at |east each reporting date. Where the balance exceeds the value of expected future benefits,
the differenceis charged to the profit and | oss statement.

Page 7



ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

1 Statement of accounting policies (continued)

(L)

v)

(w)

()

Accounts payable
Liabilities are recognised for amounts to be paid in the future for goods or services received, whether or not billed to
the company or consolidated entity. Trade accounts payable are normally settled within 60 days.

Bank loans
Bank loans are carried on the balance sheet at their principal amount. Interest expenseis accrued at the contracted

rate and included in 'Other creditors and accruals.

Convertible notes
Convertible notes are recognised when issued at face value. Interest on the notesis recognised in the profit and loss
statement as an expense.

Tradedebtors
Trade debtors to be settled within 30 days are carried at amounts due. The collectibility of debtsis assessed at
balance date and specific provision is made for any doubtful amounts.

2 Changesin accounting policies

Investmentsin associates

The consolidated entity applied the equity method of accounting for investments in associates for the first time from
1 July 1998. The equity method requires the carrying amount of investments in associates to be adjusted by the
consolidated entity's share of the associates' net profit or |oss after tax and other movements in reserves. In previous
years, investments in associates were brought to account at cost and dividend income was recognised in the profit
and loss statement when receivable.

The changed policy has been adopted to comply with AASB 1016: Accounting for Investmentsin Associates,
released by the Australian Accounting Standards Board in August 1998.

Consolidated retained earnings and consolidated asset reval uation reserve at the beginning of the financial year were
reduced by $8,516,000 and $20,006,000 respectively to reflect the impact of adopting the equity method of
accounting for investments in associates on the consolidated balance sheet for the first time. A corresponding
decrease of $28,522,000 was made to the consolidated carrying amount of investments in associates at the
beginning of the financial year.

The change in accounting policy led to a decrease of $605,000 in the consolidated operating profit after income tax
for the year compared with the previous basis, atransfer of $24,000 to the foreign currency translation reserve and a
corresponding reduction of $629,000 in the consolidated carrying amount of investments in associates at the end of
the financia year.

Major cyclical maintenance
During the year the method of accounting for major cyclical maintenance was changed to comply with UIG 26:
Accounting for Major Cyclical Maintenance, released by the Urgent Issues Group in June 1999.

The new policy required major items of plant that are repaired during annual shutdowns to be treated as complex
assets and different depreciation rates applied to each part as appropriate. When these parts are replaced during a
shutdown, the maintenance costs are to be capitalised and then depreciated over their expected useful life.

All provisions for maintenance were written back to the profit and loss and major items of assets created during
shutdowns in prior years were capitalised in the books of the relevant company. As aresult, consolidated opening
retained earnings attributable to members of the company was increased by $2,581,000.

The change in accounting policy led to a decrease of $1,930,000 in the consolidated operating profit after income
tax for the year ended 30 June 1999 compared with the previous basis. Property, plant and equipment have been
increased by $1,102,000, maintenance provisions reduced by $3,791,000 and future income tax benefit reduced by
$1,761,000.
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ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

2 Changesin accounting policies (continued)

Proforma restatement of profit and loss statement and retained profits

The proforma profit and loss statement and the restatement of retained profits and reserves below show the information
that would have been disclosed had the new accounting policies on equity accounting and maintenance provisions always

been applied.
Consolidated The Company
1999 1998 1999 1998
$000 $000 $ 000 $000
(restated)  (restated)| (restated) (restated)
Proforma profit and loss statement
Operating profit/(loss) before share of associates net
profit, provision for maintenance and income tax
expense (80 258) 35186 - -
Contributions from associates prior to changein
accounting policy - formerly dividends & distributions 8591 8715 - -
Effect of change in accounting policy ( 605) (1382 - -
7986 7333 - -
Provision for maintenance prior to change in accounting
policy (10346) (16721) - -
Effect of change in accounting policy (3016) 7 909 - -
(13362 (8812 - -
Operating profit/(loss) before income tax (85634) 33707 - -
Income tax attributable to operating profit/(loss) before
changes in accounting policies 14 479 (3668) - -
Effect of change in accounting policy for maintenance
provisions * 1086 (2847) - -
15 565 (6515 - -
Operating profit/(loss) after income tax (70 069) 27192 - -
Outside equity interests in operating profit/(loss) after income tax 32 155 (13722) - -
Operating profit/(loss) after income tax attributable to
member s of the company (37 914) 13470 - -
Reported retained losses at the end of the previous financial
year (32477)  (41523) - -
Increase in retained losses arising from adoption of equity
accounting (8516) (7134 - -
Decrease in retained losses arising from adoption of UIG 26:
Accounting for Major Cyclical Maintenance 2581 - - -
Restated retained |osses at the beginning of the financial year (38412) (48657) - -
Aggregate of amounts transferred from reserves 306 4641 - -
Total availablefor appropriation (76020) (30546) - -
Dividends provided for or paid - (7 865) - -
Restated retained losses at the end of the financial year (76020) (38411) - -

* Thereisno tax effect on the change in accounting policy for associates as the standard requires the profit to be

recognised net of tax.
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(b)

ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

Revenue
Revenue from operating activities
Sales of goods
Rendering of services
Dividends:
Controlled entities
Associated entities
Distributions from business undertakings
Share of associates' net profit

Revenue from outside operating activities
Interest:
Controlled entities
Associated entities
Other parties
Proceeds from sale of non-current assets
Rental income
Royalty income
Research & development grant
Sundry income

Operating profit

Operating profit before abnormal items and income tax has been
arrived at after charging/(crediting) the following items:

Borrowing costs:
Controlled entities
Other corporations
Less: capitalised borrowing costs

Finance charges on capitalised leases
Depreciation of:

Buildings

Plant and equipment

Net expense including movementsin provision for:

Bad and doubtful trade debts
Employee entitlements
Major maintenance
Workers compensation
Product warranty
Put option liability
Restoration
Research & development costs written off
Amortisation of:
L easehold improvements
Leased assets
Convertible note costs
Deferred expenditure
Research & development costs
Goodwill
Other intangibles
Net foreign exchange loss/(gain)
Operating leases rental expenses
Mineral royalty
Net loss/(gain) on sale of property, plant &
equipment
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Consolidated The Company
1999 1998 1999 1998
$000 $000 $000 $000
275253 286 634 - -
38312 31591 - -
- - 24 882 21758
- 2368 - -
- 7045 - -
7986 - - -
- - 15 450 15116
369 304 - -
1822 1840 22 18
1241 34100 - -
207 153 - -
244 50 - -
244 845 - -
766 650 - -
326 444 365 580 40 354 36 892
- - - 1480
16 814 18 850 6389 6645
- (1963) - -
16 814 16 887 6389 8125
- 9 - -
1172 1124 - -
24544 21417 - -
25716 22541 - -
145 1175 - -
2985 4440 - -
- 16 721 - -
1100 267 - -
194 453 - -
1318 1230 - -
( 167) 167 - -
289 726 - -
28 22 - -
462 462 - -
195 195 195 195
489 145 - -
94 32 - -
434 385 - -
325 59 - -
88 ( 29 - ( 39
901 854 - -
498 258 - -
1544  (15700) - -




ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

Abnormal items
Provision for outstanding workers compensation

clams
Income tax effect

Rationalisation costs
Income tax effect

Write down of investment in and loans to subsidiaries
Income tax effect

Settlement of legal claim
Income tax effect

Profit on sale of Burswood land
Income tax effect

Provision for writedown of work in progress
Income tax effect

Aggregate abnormal items before income tax

Consolidated The Company
1999 1998 1999 1998
$000 $000 $000 $000
(1020) - - -
(1020) - - -

(101544)  (7924)  ( 165) -
19511 2675

(82033)  (5249) 16;5) -

) - (55612) (28289)

5 -~ (55 61-2) (28 25;9)

(3532) - (3532) -
(3 53_2) : (3 53_2) :
- 15 492 - -
T : :
- (4694) - -
- ( 42) - -
- (4736) - ;
(106 096) 2874 (59300) (28289)

The above are abnormal items included in operating profit/(loss) before income tax. Abnormal items that only

affect the calculation of income tax expense are set out in Note 7.

Rationalisation costs

Included in rationalisation costs of $101 554 000 are the following writedowns to recoverable amounts:

- Geelong plant and Kwinana lime kiln $24 024 000;

- patents, trademarks and brandnames $9 649 000;
- limestone and mineral reserves $14 374 000;

- research and devel opment costs $2 815 000; and
= consumable stores $2 278 000.

Rationalisation costs of $101 544 000 (1998:$7 924 000) include an amount of $46 751 000 (1998:$3 641 000)

relating to minority interests.

Auditorsremuneration

Amounts received or due and receivable for audit
Services:

Auditors of the company
Other auditors

Other services:

Auditors of the company
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Consolidated The Company
1999 1998 1999 1998
$ $ $ $

137 981 163 927 43 000 13 000

137 981 163 927 43 000 13 000

324 922 415 885 25542 -




@)

(b)

ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

Taxation
Income tax expense

Prima facie income tax expense calculated at
36% on the operating profit/(10ss)

Increase in income tax expense due to:
Depreciation and amortisation
Capital loss
Future income tax benefit not recognised
Write off of investment
Writedown investment in subsidiary
Provision for put option expense
Other items

Decrease in income tax expense due to:
Rebate on dividend income
Exempt dividends
Share of associates net profit
Research and development expenditure
Overseas tax rate difference
Future income tax benefit due to recoupment
of tax losses and timing differences not
previously brought to account
Other items

Income tax expense/(benefit) on operating
profit/(loss) before abnormal income tax items

Abnormal income tax items:
Realised capital tax loss

Add: Income tax under/(over) provided in prior
Total income tax expense/(benefit)

Futureincometax benefit

year

Future income tax benefit reflects the future benefit at

current income tax rates of the following items:
Timing differences
Tax losses carried forward
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Consolidated The Company
1999 1998 1999 1998
$'000 $000 $'000 $000

(30 828) 9785 (19590) ( 175)
10879 359 - -

137 - - -
1789 1684 - -
- 54 - -
- - 20020 10184
475 443 - -
4 055 612 61 151
(13 493) 12 937 10491 10 160
926 886 3467 7833
- - 5539 -
281 - - -
99 734 - -
( 481) ( 300) - -
739 2420 - -
199 174 - -
1763 3914 9 006 7 833
(15 256) 9023 1485 2327
- (5506) - -
(15 256) 3517 1485 2327
( 309) 151 159 -

( 15 565) 3668 1644 2327
19295 9283 - -
11 964 11 558 - -
31259 20 841 - -




(b)

ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

Consolidated The Company
1999 1998 1999 1998
$000 $000 $000 $000
Taxation (continued)
Futureincome tax benefit (continued)
Future income tax benefit not taken into account:
Capital tax losses 41 626 38373 12 960 12 960
Tax losses carried forward 26 548 27180 - -
Timing differences 165 816

68 339 66 369 12 960 12 960

The potential benefit arising from the above items is not recognised as an asset because recovery is not virtually
certain.

The future income tax benefit which has not been recognised as an asset will only be obtained if:

(i) the relevant controlled entity derives future assessable income of a nature and an amount sufficient to enable
the benefit to be realised, or the benefit can be utilised by another company in the consolidated entity ir
accordance with Division 170 of the Income Tax Assessment Act 1997,

(i) the relevant controlled entity and/or the consolidated entity continues to comply with the conditions for
deductibility imposed by the law; and

(iii) no changes in tax legidation adversely affect the relevant controlled entity and/or the consolidated entity in
realising the benefit.

Dividends

Dividends provided for or paid by the company are:

(i) in 1998, an interim ordinary dividend of 2.5 cents per

share, franked to 75% with Class C (36%) franking credits

paid on 9 April 1998. - 3929 - 3929
(if) inrespect of the 1998 financial year, afinal ordinary

dividend of 2.5 cents per share, franked to 20% with Class

C (36%) franking credits paid on 9 October 1998. - 3936 - 3936

Dividend franking account

Balance of franking account adjusted for franking
credits/(debits) which will arise from the payment of
income tax/(refund of income tax) provided for in the
financia statements, and after deducting franking credits to
be used in payment of the above dividends:

Class C (36%) franking credits/(deficit) (2210) (1384 1489 ( 711)

The ability to utilise the franking account creditsis
dependent upon there being sufficient available profits to
declare dividends.
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ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

Receivables

Current

Trade debtors

Less: provision for doubtful debts

Other debtors

Loans to controlled entities

Secured deposits under Research and Devel opment
Syndication agreement (refer Note 28)

Amounts owing by associated companies

Non current

Loans to controlled entities

Secured deposits under Research and Development
Syndication agreement (refer Note 28)

Amounts owing by associated companies

Other debtors

Other loans

Other debtors

Consolidated The Company
1999 1998 1999 1998
$ 000 $000 $ 000 $000
68 224 45 406 - -
1320 1319 - -
66 904 44087 - -
2399 2252 - -
- - 65 509 44 608
2723 4096 - -
12 074 9124 - -
84 100 59 559 65 509 44 608
- - 148 360 65 500
14544 13226 - -
400 1000 - -
322 - - -
- 219 - -
15 266 14445 148360 65 500

These amounts generally arise from transactions outside usual operating activities of the consolidated entity.
Interest is not charged on outstanding balances and collateral is not obtained.

Inventories

Raw materials and stores - at cost
Work in progress - at cost
Finished goods - at cost

Other current assets
Prepayments

Deferred expenditure
Land held for sale - at cost
Other

Investments
Non current
Controlled entities (Note 25)
Unlisted shares at cost
Unlisted shares at directors' valuation 1999
Associates (Note 27)
Equity accounted
Unlisted shares at directors' valuation 1992
Unlisted shares at cost
Interest in business undertakings
Other corporations
Listed shares at cost
Unlisted shares at cost

26160 18 759 - -
15 556 20216 - -
7912 4430 - -
49 628 43 405 - -
3816 2955 1 2
- 520 - 189
865 - - -
1043 1444 - -
5724 4919 1 191
- - 231012 -
- - 63970 110806
33338 - - -
- 33691 - -
- 10254 - -
- 18 560 - -
2 2 - -
8 18 - -
33348 62525 294982 110806

The directors valuation in 1999 of unlisted sharesin controlled entities was based on net fair value. The valuation

was not made in accordance with a policy of regular revaluation.

The directors' valuation in 1992 of unlisted shares in associates was based on net fair value. The valuation was not

made in accordance with a policy of regular revaluation.
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ADELAIDE BRIGHTON LTD
AND ITSCONTROLLED ENTITIES

Consolidated The Company
1999 1998 1999 1998
$ 000 $000 $ 000 $000
Property, plant and equipment
Freehold land
At cost 38 282 7238 - -
At independent valuation 1992 (reaffirmed in 1998 - see below) 4123 4158 - -
At directors valuation 1994 805 829 - -
43210 12 225 - -
Buildings
At cost 47 147 10 143 - -
At independent valuation 1992 (reaffirmed in 1998 - see below) 6 800 6 800 - -
At directors valuation 1994 732 718 - -
54 679 17 661 - -
Less: accumulated depreciation 23294 5215 - -
31385 12 446 - -
Leasehold property
At cost 259 285 - -
At directors valuation 1994 56 56 - -
315 341 - -
L ess accumulated amortisation 216 200 - -
99 141 - -
Plant and equipment
At cost 611570 391 587 - -
At independent valuation 1977 57 963 58 077 - -
At directors valuation 1994 13 246 14 065 - -
682 779 463 729 - -
Less: accumulated depreciation 301 565 173670 - -

381 214 290 059 - -

Leased plant & equipment

At capitalised cost 4612 4612 - -

Less: accumulated amortisation 2998 2537 - -
1614 2075 - -

Limestone reserves and mineral tenements

At cost 8540 6248 - -

At directors valuation 1997 1850 80 148 - -

At directors valuation 1999 58 147 - - -

Less: accumulated amortisation 117 - -

68 537 86 279 - -

Capital worksin progress

At cost 1508 2194 - -
Total property, plant and equipment - net book
value 527 567 405 419 -

The 1992 valuation of land and buildings was based on existing and alternative use criteria.
The 1977 and 1994 directors valuation of plant and equipment was based on existing use criteria.

Land and buildings of the consolidated entity were independently valued as at 31 May 1998 by Mr S Hickin
BAppSc(Val) AAPI ASIA at $29 958 000. The valuations were based on the open market value of the properties
concerned in their existing use. No revaluation has been recognised in the financial statements.

Land and limestone reserves of Cockburn Cement Ltd were independently valued as at 31 December 1998 by Mr JK
McNamara FAPI CPV. This valuation was conducted on an existing use and open market value basis. Adelaide
Brighton Ltd has used this valuation to as a basis for its assessment of the fair value of assets acquired on 30 June
1999.

A directors valuation of limestone reserves and mineral tenements was carried out based on Independent advice as
at 30 June 1997 and is on the basis of the reserves quality, quantity, location and annual rates of extraction. The
directors are of the opinion that this basis provides a reasonable estimate of recoverable amount, refer Note 1 (k)(i).
As at 30 June 1999 limestone reserves and mineral tenements were written down by $25 999 000 as part of the
Group's rationalisation.

In revaluing limestone reserves the directors have not taken into account the potential impact of capital gainstax on
the grounds that such assets are an integral part of the consolidated entity's operation and there is no intention to sell

the assets.
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