
ADELAIDE BRIGHTON LTD ANNUAL REPORT 2011 2

Christopher	Harris
Chairman

Chairman’s report

Performance 

Adelaide Brighton reported record sales of 
$1.1 billion for the year ended 31 December 
2011. Earnings before interest and tax (EBIT) 
increased by 3.3% to $223.4 million and profit 
before tax increased 2.1% to $206.4 million. 
Net profit after tax attributable to members 
decreased marginally to $148.4 million, due to 
a higher effective tax rate of 28.1%, compared 
with 25.1% in the prior corresponding period.

Fully franked ordinary dividends declared 
for the year totalled 16.5 cents per share. 
The Board decided not to pay a 2011 special 
dividend as acquisitions and investments 
in organic growth projects were higher 
than in previous years. The return on these 
investments is expected to be shareholder 
value accretive. A further $110 million to 
$120 million of capital expenditure is 
expected in 2012 with a significant proportion 
related to improving long term production 
efficiency and margin growth.  

Since 2001, Adelaide Brighton has grown 
total shareholder return (TSR) each year by 
an average of 18.8% through a combination 
of consistent dividends and share price 
growth. Your company has the highest TSR 
ranking in the S&P/ASX200 from 1 January 
2001 to 31 December 2011. This means 
Adelaide Brighton shareholders have received 
better overall returns than shareholders in 
other large Australian companies during 
the past 11 years.

Strategy

Adelaide Brighton has three key 
strategies to support long term growth 
in shareholder returns:

Vertical integration
We completed four acquisitions during 2011, 
investing $48 million in downstream concrete 
and aggregate businesses in Queensland and 
New South Wales;

Operational improvement programs
Cost saving initiatives were implemented 
across energy, maintenance, labour and raw 
materials and savings of $23 million were 
achieved in the year, offsetting significant 
underlying cost pressures in these areas; and  

Development of the lime business
Planned capital expenditure of $24 million 
on the Munster kiln in Western Australia will 
deliver improved environmental performance 
and increased lime capacity of approximately 
100,000 tonnes per annum to supply the 
growing Western Australian resources sector.

Board

Over the past two years Adelaide Brighton 
has embarked on a process of Board renewal 
which has seen the appointment of two 
independent directors - Ken Scott-MacKenzie 
in 2010 and Arlene Tansey in 2011. 

Mr Scott-Mackenzie has brought considerable 
experience in the engineering and contracting 
industry, a sector which is a major user of our 
products. Ms Tansey has more than 25 years 
experience as a senior executive in business 
and financial services with a background in 
investment banking and securities law 
gained in Australia and the United States. 

These appointments have brought fresh 
perspectives and broadened the range of 
experience and skills on the Board. 

The Board continues to hold meetings in 
regional centres around Australia in order to 
broaden its depth of knowledge and provide 
insight into the many issues associated with 
the diversity of operations in terms of product 
and geographical spread. 

Governance 

Your Board is committed to high standards 
of corporate governance and ethical business 
operations. Adelaide Brighton has for some 
time focussed on good governance, including 
compliance with ASX and other industry 
governance standards. Ongoing improvements 
in industry governance standards continued 
to receive attention in our company in areas 
such as executive remuneration, sustainability, 
diversity and share trading policies. 

Adelaide Brighton’s strategy has delivered 

consistent growth in long term shareholder returns.
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In these important areas your company 
established policies and practices some time 
ago, well ahead of recent legislative and 
regulatory changes. In 2011, Adelaide Brighton 
also adopted a Diversity Policy, which seeks 
to achieve a balanced workforce over 
the long-term. 

Sustainability

Sustainability has been a strong focus of 
our attention in recent years. Clean Energy 
legislation was passed by Federal parliament 
in the second half of 2011. The legislation 
introduces a price on greenhouse gases 
emitted at facilities that meet certain 
threshold levels. A number of our domestic 
manufacturing facilities fall into this category.  

Adelaide Brighton, along with the relevant 
industry associations, lobbied the government 
regarding the impact of the proposed carbon 
price and successfully argued for recognition 
as an Energy Intensive Trade Exposed industry.  
This has resulted in both the manufacture of 
clinker and lime being recognised for the Jobs 
Competitiveness Program, providing assistance 
of up to 94.5% of the liability under the 
carbon price scheme.

As previously announced, we estimate the 
impact of the introduction of the price on 
carbon will have a cost of approximately 
$5 million after tax in the initial 12 months 
of its implementation, before mitigation. 
Adelaide Brighton expects it will significantly 
mitigate the impact of the carbon tax over 
the next five years by enhancing its import 
flexibility; reducing reliance on domestic 
manufacture; and increasing the use of 
alternative fuels and cementitious substitute. 
The carbon tax is unlikely to have any 
material impact on Adelaide Brighton’s 
long term growth strategy.

Your company participates in a number 
of industry associations that are actively 
involved in promoting sustainable practices 
and continues to develop and report to 
all stakeholders its principal measures of 
sustainability. These embrace health and 
safety, efficiency, emissions intensity, fuel 
utilisation, raw material substitution 
and resource management. 

Environmental performance

The Company recognises that the operation 
of its facilities has an impact on the local 
environment and is committed to conducting 
business responsibly.

We engage with the local communities and 
community liaison groups provide a conduit 
for information flow from the company to 
the community and vice versa.

A number of layers of regulation govern 
the operation of our facilities across federal, 
state and local government. Operating 
conditions cover areas such as noise, dust 
and discharges to sewerage and storm water. 
These conditions are incorporated into a 
wide variety of consent instruments including 
development approvals, permits and licences. 
Adelaide Brighton has in place systems for 
the identification, monitoring and reporting 
of the various environmental obligations 
for the facilities.

While the environmental conditions imposed 
on our facilities set a minimum standard, we 
always aim to achieve a higher standard than 
this minimum. The significant investment in 
the Munster lime kiln is an example of this 
commitment to enhancing environmental 
performance.

Risk management

The Audit Risk and Compliance Committee 
has responsibility for the management of 
risk across the Group, reporting to the Board 
on a regular basis. The risk management 
process covers financial, operating, regulatory, 
environmental and other risks. A pro-active 
approach is taken to risk, examining the 
sources of risk and putting in place 
mitigation measures.

Our people

Your company continues to deliver attractive 
long term returns to shareholders and as 
a team, the Board and management are 
working to ensure that this performance 
continues.

I acknowledge the invaluable contribution 
and commend our employees for their 
commitment in delivering another solid 
financial result. I also note the considerable 
efforts of our Managing Director, Mark 
Chellew, and thank him for his outstanding 
leadership. I thank my Board colleagues for 
all their efforts and hard work during another 
busy year. And to our shareholders and 
our customers, your continuing loyalty and 
support is greatly appreciated.

Conclusion

As announced to the ASX earlier this 
month, I will be relinquishing my role with 
the Company following this year’s Annual 
General Meeting.

As the retiring Chairman I wish to record 
both my privilege and considerable pleasure 
in serving Adelaide Brighton for the past 
17 years.

From small and humble beginnings in 1882, 
Adelaide Brighton is now a leading, integrated 
construction materials and lime producing 
Group with operations in all Australian states 
and territories. We have approximately 1,600 
people (including our joint ventures) in the 
Adelaide Brighton ‘team’ and again I thank 
all of them for their skills and contributions 
in growing our business and enabling the 
Company to deliver consistent and attractive 
long term returns to shareholders.

Les Hosking has been appointed as the 
new Chairman. Les joined the Board in June 
2003 and has broad commercial knowledge 
in addition to extensive experience in the 
financial services industry. He is a former 
CEO of the Sydney Futures Exchange 
and more recently, Managing Director of 
NEMMCO. Les is currently a non-executive 
Director of AGL Energy Ltd, Chair of the 
Carbon Market Institute and a Board 
member of Innovation Australia.

We consider Les to be an excellent choice 
as Chairman and wish him every success.




