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Project Management and Construction
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View of the Dock 5 residential
apartment tower, one of the
recently completed projects
within the 2.5 kilometre
Victoria Harbour development
in Melbourne, Victoria. Victoria
Harbour is a prime example
of the efficiencies of the Lend
Lease integrated business
model with the master plan
managed by Lend Lease
Communities and Bovis

Lend Lease providing the
project management and
construction services across
the development. Lend Lease
Investment Management is
also considering coinvestment
in a number of Victoria
Harbour developments.

(Lend Lease Development
Director, Victoria Harbour,
Maurice Cococcia).

Lend Lease
Corporation Limited
ABN 32 000226 228

Contents

About Lend Lease
Operational/Financial highlights
Five-year performance
Chairman’s letter

Chief Executive Officer’s report
Geographic diversity

Business capabilities

Overview of businesses

Retail report

Communities Report
Investment Management report

Project Management,
Construction and PFI report

Sustainability report
Corporate Governance
Concise Financial Report
Directors’ report

Board of Directors

Remuneration report
Shareholder information
Corporate directory

Lend Lease is a member of
the Dow Jones Sustainability
World Index which is used by
DJSI licensed asset managers
to manage investments worth
over US$5 billion each year.
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2008 Important dates for shareholders

February* Announcement of Half Year Results
March* Share price quoted ex dividend
March* Interim dividend record date
March* Interim Dividend payable
August * Announcement of Full Year Results
August” Share price quoted ex dividend
August” Final dividend record date
September* Final dividend payable
November* Annual General Meeting

* Exact dates will be confirmed Al financial amounts in
on the Lend Lease website this report are in Australian
investor information section Dollars, unless otherwise
at www.lendlease.com stated.
in due course.



About
Lend Lease

Lend Lease is a leading property group with
broad skills across the property value chain.

Headquartered in Australia, we operate

three core businesses: project management

and construction, property investment

management and property development.
Our development business focuses on three
key competencies - retail, communities and
privatisation. Our key markets are Asia Pacific,
Americas, the United Kingdom, Europe and

the Middle East.

We operate an integrated business model

and our earnings are well diversified by

both market sector and geography.

Lend Lease is committed to delivering the best
possible outcomes for all our stakeholders
that are consistent with our core values of
respect, integrity, innovation, collaboration

and excellence.

We are passionate about the relationship
between people and places and our role in
building a legacy for future generations. We
aim to do this safely, ethically and sustainably.

Delivering shareholder value
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2007 performance
at a glance

(Sm)
Statutory profit

$497.5M “

(Sm)
Net operating profit'

$4459M

(cents)

Earnings per share?

111.4¢ -

(cents)

Full year dividend

77¢ Franked to 50%

1. Net operating profit after 2. Calculated based on
tax excluding property operating profit and
revaluations, including total weighted average
interest from the ATO shares on issue including
of $32.2m. treasury shares.



Operational
highlights

Development pipeline

¢ During the year the Group
substantially increased its pipeline of
development projects to $45 billion.
Post balance date, major project
wins have seen the value of the
pipeline exceed $60 billion.

Construction Backlog Gross
Profit margin

¢ Global construction backlog gross
profit margin at 30 June was a
record $793 million, representing
over two years of forward workload.

Funds under management

® Excluding joint venture interests,
funds under management grew
by 27 per cent.

Financial
highlights

Consistent shareholder returns

e Earnings per share rose 26 per cent
over the year, clearly exceeding
our target of an average 10 per cent
increase per annum over a five
year period.

e Return on equity has steadily
increased and this year exceeded
management’s target of 15 per cent.

Strong financial position

¢ As at 30 June, our gross debt to
total tangible assets (including other
financial liabilities) was 15.6 per cent
and our weighted average debt
maturity was 12.0 years with
84 per cent at fixed rates.

e [nterest cover was 7.9 times, above
management target of 6 times.

¢ | end Lease retained its investment
grade credit rating.
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(3m)

Operating profit after tax'2

Five-year
performance

$230M
$256M
$286M
$354M
$445.9M

$445.9M
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(percentage)
Return on equity’
Statutory profit after tax to
shareholders’ equity (ROE)

for the period.
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Dividends per share'#

77¢ Franked to 50%

Interim . Final

(percentage)
1. June 2007, 2006 and 2. Operating profit excludes Dividend payout ratio

2005 reflect results unrealised property L T4 D41

prepared under Australian investment revaluations on operating profit" 2

Equivalents to International (June 2007: $82.7 million

Financial Reporting before tax, $51.6 million

Standards (AIFRS). The after tax; June 2006:

years prior to June 2005 $99.4 million before tax,

represent Lend Le.ase’s $61.0 million after tax).

results under previous . Calculated using the

Generally Accgptgd weighted average number

Accounting Principles of shares on issue X XXX R

(GAAP). including treasury shares. 0 © N 1 © o

. Dividends include interim ™ O nu © ~ © ©

and final dividends.

AGAAP

AIFRS



Chairman’s
letter

“Much work has been done over the
past three years to put this robust

business model and operating strategy in

It is pleasing to report another year of solid growth
for Lend Lease. Statutory profit of $497.5 million
after tax was up 20 per cent over the year and

net operating profit after tax rose 26 per cent to
$445.9 million compared to the previous year.

Those numbers include $32.2 million after tax in
interest from the Australian Tax Office following the
successful resolution of a long running disputed
tax assessment. Excluding the interest payment
from the ATO and unrealised revaluation gains

on property investments, the Group’s underlying
operating earnings were still up a pleasing

17 per cent on the previous year.

This is a good result that exceeded market
expectations.

The Board has announced a final dividend of

42 cents per share, franked to 50 per cent. This
brings the full year dividend to 77 cents, 26 per cent
higher than the previous full year dividend.

This success is testament to the robust nature of
the Lend Lease integrated business model and its
competitive performance across the regions and
sectors in which we operate. The profit result was
achieved despite a $118.8 million after tax provision
taken against certain Bovis Lend Lease UK projects
in the first half of the year, including the Manchester
Joint Hospitals project.

Lend Lease today is an integrated property
company that brings together the skills to develop,
create, manage and securitise real estate assets,
delivering value for our clients while generating
multiple earning streams for the Group.

Our geographic reach and sector diversity also
mean that we are not overexposed to any one
market or sector at varying stages of the business
cycle. This means our overall earnings growth
should be less susceptible to external influences
beyond the Group’s control.

Much work has been done over the past three years
to put this robust business model and operating

strategy in place and this year’s result, in the Board’s
view, confirms that we are headed in the right direction.

In 2006 Lend Lease established five key
performance indicators as the measures that the
Board uses to judge the progress of the Company.

place and this year’s result, in the

Board’s view, confirms that we are

headed in the right direction.

Performance scorecard

It is pleasing to report that Lend Lease is tracking
well against all five parameters.

1. Earnings per share on operating profit

(cents per share) is up 26 per cent for the year to
111.4 cents per share, clearly exceeding our target of
an average 10 per cent increase per annum over a five
year period.

2. The dividend pay out ratio was 69.2 per cent,
which is in the middle of our targeted range of

60 to 80 per cent. Our objective within that range

is to provide shareholders with dividends that grow
steadily in line with Group earnings. It is worth noting
that over the near term, franking levels are expected
to range between 30 to 50 per cent, reflecting the
increasingly international nature of our business.

3. The percentage of annuity earnings
represented 23 per cent of total earnings, well above
the target of 15 to 20 per cent of earnings before
interest, tax, depreciation and amortisation (EBITDA),
which supports the Group’s credit rating.

4. The Group’s gearing (ratio of gross debt
including other financial liabilities to total tangible
assets) was 15.6 per cent as at 30 June 2007 —
below the target level of 30 to 40 per cent.

Similarly, interest coverage remained conservative
at 7.9 times, well above the target of a minimum
6 times.

5. Return on equity rose to 15.7 per cent
compared with the target of greater than 15 per cent
per annum.

The Group’s strong balance sheet provides both
the capacity to service existing debt and the
scope to fund the Group’s considerable pipeline
of growth opportunities.


















Millennium Arts
at the Queensland
Cultural Centre

case study

Quick Facts

Project
Management

36

Not only is it one of Queensland’s most
architecturally and environmentally significant
developments, Millennium Arts at the Queensland
Cultural Centre is also the state’s largest arts capital
works project for three decades.

At a cost of $291.3 million, Millennium Arts
represents a major Queensland State Government
investment in arts infrastructure. The development
combines three complex components: the new
Queensland Gallery of Modern Art (GoMA), the
redevelopment of the State Library of Queensland
and extensive associated site infrastructure works.

The project has been awarded numerous industry
accolades, including the 2007 Professional
Excellence in Building Award and the Building of the
Year Award from Queensland’s Australian Institute
for Building.

Bovis Lend Lease was awarded the contract in

July 2003 as a result of its global experience in
managing large public projects and its demonstrated
expertise in leading edge environmental and social
sustainability. The project was completed on time
and on budget in September 2006.

Bovis Lend Lease managed the entire design and
construction process, providing innovative solutions
in sustainability, logistics and project management
to deliver the world class cultural centre.

Located along the banks of the Brisbane River, the
project included the construction of a new 26,000
square metre GoMA, the refurbishment of the

State Library (doubling its size to 28,000 square
metres) and site infrastructure works encompassing
40 different external elements.

These elements included construction of new
entrances for the existing Queensland Museum
and Queensland Art Gallery, pedestrian walkways,
viewing corridors, car parking for an additional

71 vehicles and plant and energy services to
ensure connectivity between buildings.

One of the major logistical challenges was that the
existing State Library had to remain operational

and functional while the redevelopment work was
undertaken. This included the demolition and
removal of the eastern wall and lifting the structure to
allow an extension to the new Knowledge Walk.

The cantilevered roof section of the GoMA is not
only architecturally important but also presented

a formidable construction challenge, requiring
extensive modelling and testing. The 10,000 square
metre roof required over 3,000 tonnes of purpose
designed scaffolding, representing the largest
scaffold project in Queensland at the time.

To meet the project’s strong practical focus on
environmental sustainability, Bovis Lend Lease
integrated leading edge initiatives including a chilled
beam air conditioning system and a river cooling
system. The chilled beam system will reduce energy
consumption in the State Library by up to 30 per cent.

The river cooling system works by blending cool
water from the Brisbane River with water carrying
rejected heat from air conditioning plants. The
warmed water is then returned to the river and
allowed to cool naturally, saving billions of litres
of water and with predicted energy cost savings.
The technology also removes the need for the
use of toxic chemicals in the cooling process.

Backlog Gross
Profit Margin (GPM)

(Including projects in preferred bidder status)

$792.9M

8 $710.3M
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Converting the abandoned demolition site was
one of the project’s major challenges. It required
the decontamination of the former industrial area
including the removal of 24,000 cubic metres of
contaminated material from the site.

Bovis Lend Lease also outperformed its target

of recycling 60 per cent of construction waste,

with data showing an impressive 81 per cent —
more than 42,000 cubic metres — of waste was
recycled from the project.

Social sustainability was an important aspect
of the project. Bovis Lend Lease coordinated
ongoing discussions with representatives

of the local indigenous and heritage groups
when undertaking work around areas of
cultural significance. To conserve the rich site
history, project managers worked closely with
archaeologists during the excavation works and
traditional landowners were involved with the
management of the site during the early stages of
the works.

Through the delivery of this project, which has
had an outstanding public response, Bovis Lend
Lease has successfully created a world class
cultural venue for generations to come.

1 State Library, Queensland
2 View from Brisbane River
3-

5 Views of the Queensland
Gallery of Modern Art

New Work Backlog GPM Number of
Secured 2007 Realisation in 2008  PFI Projects

$505.8M 50% 22
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Sustainability

Case study
Waterless wok stoves,
Erina Fair, Australia

In response to Australia’s severe
drought induced water shortages,
Lend Lease is introducing waterless
wok stoves at noodle bars and Asian
restaurants in the food courts of its
owned and managed retail centres.

At Erina Fair, a retail centre an hour
north of Sydney, installation of the

waterless wok stoves is saving about
120,000 litres per day or about

57.6 million litres per year, equivalent
to the water used in 57 Olympic
swimming pools or the annual water
use of 243 households. The wok
initiative reduces the centre’s water
usage by around 15 per cent annually.

® Responding to
community concerns
about water
consumption and
developing ways to
reduce water waste
in our retail centres

38

e Working with
local government,
the Ethnic
Communities
Council, and
our retail tenants
to develop an
environmentally
friendly approach
to an age old
cooking technique

Michael Feros centre Manager Lend Lease Retail, Australia
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Using a new approach
that reduces our business
waste and costs

N Doing our part for
the local environment

s : R |

Working with centre
management and responding
to customer feedback

39



Sustainability
report

Reporting our impacts, staying
accountable

Lend Lease has spent the past 12 months
implementing systems and processes to deliver on
the commitment we made to better understand
and address the impact of our operations globally.

The diversification and geographic spread of

Lend Lease’s operations makes measuring our
sustainability performance a complex exercise but
we have made a good start this year.

Our vision is to operate Incident
& Injury Free wherever we have
a presence

Our aspiration to be a sustainable organisation starts
and finishes with the safety of over 10,000 Lend
Lease employees and the millions more who work
on our projects, shop in our retail centres and live in
our communities.

Lost Time Injury Frequency Rates
(LTIFRs) by Region and Global

Our LTIFRs vary significantly across our
geographies, but are generally demonstrating a
downward trend with the exception of Americas,
where the increase is at least in part believed to be
due to improved clarification and transparency in
incident reporting.

|
Flash and High Potential Incidents

Involving Falls by Quarter (showing

Falls Mandate Rollout)

The Lend Lease Falls Mandate, which defines the
approach for preventing falls of both people and
materials across the business, is well into its second
year of implementation. The analysis of incident
reports over the last three years shows that ‘falls
of people’ are declining while ‘falls of materials’
are increasing. The reduction in falls of people is
attributed to the improved management of work
at heights following the requirements of the Falls
Mandate while the increase in falls of materials is
due to increased transparency in reporting near
miss incidents.

|
Number of Flash and High Potential
Incidents Reports by Quarter

Our newly launched Incident Management System,
facilitates the reporting of High Potential Incidents
(including near misses), and is expected to deliver
an increase in the reporting of low consequence
but high potential incidents to improve our
understanding of the risks the businesses face and
disseminate lessons learned globally.

40

Many thousands of our own
employees and contractors’ workers
have undertaken Incident & Injury Free
commitment workshops over the past
five years and employees recognise
the Incident & Injury Free program as
core to Lend Lease’s 50 year culture
of social responsibility.

Our organisational commitment to
Incident & Injury Free has helped
deliver a global downward trend in
Lost Time Injury Frequency Rates
(LTIFR) and a more sophisticated and
transparent approach to reporting
incidents. However, despite these
positives, nine workers died during the
year on construction projects where
we had a presence.

There is broad consensus across
Lend Lease companies that we must
embrace a more holistic approach

to health and safety, achieving a
better balance between behaviours,
intentions, processes and systems.

A new safety leadership team, headed

by Chief Operating Officer Ross
Taylor, will implement a Global Safety
Management System that sets new
standards and processes to achieve
consistency and improvements in our
safety performance.

The new approach focuses on
providing a robust safety management
system with clear roles and
responsibilities and more individual
accountability.

A suite of standards and tools were
designed to improve the control of
high risk activities. These included

a renewed focus on risk assessment,
site access control, supply chain
management, permits to work and
safe work method statements. A
new Gateway Process ensures that
clients and potential clients are willing
to align with our health and safety
standards and that health and safety
accountability is considered at design
and procurement bid stages.
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