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BUILDING
ON SUCCESS

CHAIRMAN'’S REVIEW

This past year Fletcher Building
has once again encountered
mixed economic conditions.

In contrast to the past four years,
this year we experienced a strong
improvement in market conditions
in New Zealand, and a marked
deterioration in activity levels in
Australia. Also diverging from
recent trends was the US market
which had solid growth in volumes
compared with China, previously
a strong growth market but which
slowed in the past year.

Uncertain economic conditions
have thus continued to set the
background for the performance
of the company. In this context, it
is pleasing to report that we have
delivered operating earnings
within the guidance range
provided to the market last year
and that this has been achieved
at the same time as a number of
restructuring initiatives have been
undertaken. Importantly, while
underlying growth in earnings
over last year was modest,
operating cashflows were up
strongly reflecting the renewed
focus during the year on lifting
cash returns.

Repositioning for the future

Following his appointment as
chief executive officer last year,
Mark Adamson has undertaken

a thorough review of Fletcher
Building's strategy and operating
model. As detailed later in this
report, Mark and the executive
team have identified a number of
opportunities where, by making
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changes to the decentralised
operating model, further
efficiency gains and operational
improvements can be effected.
These initiatives have been
grouped together under the
project name FBUnite.

A key priority of FBUnite is to
ensure that our businesses
remain competitive in the face

of strong domestic currencies
and increased competition from
local manufacturers and imports.
The board is in full support of the
FBUnite programme and believe
that its successful implementation
will provide a very strong
foundation for the next chapter
in Fletcher Building's future.

Operating performance

Net earnings for the year to

30 June 2013 were $326 million,
compared with $185 million in the
2012 financial year. As the prior
year'’s result included significant
items totalling $132 million after
tax, prior year net earnings before
significant items were $317 million.
Net earnings before significant
items were 3 percent higher than
for the prior year.

Operating earnings (earnings
before interest and tax) were
$569 million compared with
$403 million achieved in the prior
year, and prior year operating
earnings before significant items
of $556 million.

Total group revenues of $8,517
million were down 4 percent
mainly due to the sale of several
businesses during the year.

New Zealand operating earnings
before significant items increased
by 38 percent and this was driven
by rising levels of new house
building activity, strong momentum
with the repairs and rebuilding work
in Canterbury, and contributions
from several large infrastructure
projects. We were able to counter
the impacts of the high New
Zealand dollar and increased
competition through cost reduction
and efficiency initiatives that were
implemented during the year.

Economic conditions in Australia

deteriorated as the year
progressed. Residential and



commercial markets were weak,
and a slowdown in mining and
resources investment had a
knock-on effect across other
parts of the construction industry.
Consequently, operating earnings
before significant items from the
Australian businesses fell by

22 percent.

Operating earnings before
significant items from our
operations beyond Australasia
declined by 11 percent. Improved
volumes in North America were
offset by worsening conditions in
Europe, while Asia was generally
flat or slightly down.

A highlight of this year’s result was
cashflow from operations, which
was 25 percent higher at $559
million. This was driven by stronger
cash contributions from the
Construction, Building Products
and Distribution divisions.

Balance sheet

As a result of the increase in
operating cashflow and lower
capital expenditure levels, the
balance sheet was strengthened
during the year. Net debt declined
by $283 million and our gearing
ratio, the ratio of net debt to net
debt plus equity, declined to
33.3 percent from 37.4 percent

in the prior year.

Shareholder return

It is especially pleasing to report
that the total shareholder return
for the year to 30 June 2013 was
50.5 percent, driven principally
by a resurgent share price. A year
ago | noted the negative investor
sentiment towards the building
materials sector that had resulted
in disappointing returns to
shareholders. This year’s very
strong outcome reflects the
sharp change in the view of
investors towards our sector,
with most building materials and
products companies in Australia
experiencing similarly strong
share price appreciation.

Dividend

The total dividend for the year
is 34 cents per share, consistent
with what was paid in the prior
year. This represents a pay-out

ratio of 71 percent, a level we are
comfortable with given this year’s
strong operating cashflow and
the strength of the balance sheet.
We anticipate that in the future
the dividend will grow at a slower
rate than earnings as we seek to
return the dividend pay-out ratio
to a level that is sustainable over
the long term.

People

This past year has continued to
present many challenges for our
people. Some have had to grapple
with the pressures of rapidly
increased demand for products
and services, whilst others have
faced the difficulty of dealing with
declining markets and industry
over-capacity. The need to further
rationalise operations in a number
of our businesses has tested many
of our people. On behalf of the
board | thank everyone for their
commitment and efforts this year.

Directors

As noted in last year’s annual
report, Hugh Fletcher and
Jonathan Ling retired from the
board at the end of September
2012. The retirement of Hugh
Fletcher was part of the board'’s
programme of regular rotation
of directors with most only
having a nine year expected
term. Typically this has seen one
director retiring each year, so
refreshing the board over time.

Outlook

As we look ahead, we expect

many of the trends that we have
experienced over the past year to
influence our performance in 2014.

In New Zealand, we are expecting
a further increase in construction
activity across most sectors.

The residential housing market,
particularly in Auckland, is
expected to be strong in the
coming year. The repair of houses
and infrastructure in Christchurch
will continue to boost activity
levels and there is growing interest
in commercial building projects
within the central business area.

After a long period of weak
demand in civil infrastructure and
commercial building, a steady

improvement is expected. Recent
government announcements for
major projects in Auckland and
Canterbury are encouraging,

and there are good opportunities
for building in the health and
education sectors as well.

The outlook in Australia remains
uncertain. While volumes have
generally stabilised at current
levels, there has been little
improvement evident in residential
construction and commercial
activity has remained flat with no
obvious signs of recovery. The
knock-on impact of a slowdown in
mining and resources investment
is expected to impact overall
activity levels.

Trading conditions in North
America continue to remain mixed.
While there have been improving
trends in the residential housing
market and positive signs that the
market may continue to improve
during the year, the commercial
market has remained flat.

In South-East Asia, demand has
remained firm and the outlook
is positive, however, growth and
activity levels have slowed in
China and Taiwan and the near
term outlook in these markets
remains uncertain.

European markets show no signs
of improvement, and a recovery
there is not expected in the short
to medium term.

In terms of the earnings outlook
for the 2014 financial year, a
sustained improvement in activity
levels in New Zealand coupled with
operational efficiency gains should
drive earnings growth. However,
no significant volume growth is
forecast in the Australian market
and any further deterioration from
current levels will temper earnings
momentum elsewhere across

the group.



BUILDING
OURFUTURE

CHIEF EXECUTIVE’S REVIEW

Since starting as chief executive

in October last year, the executive
team and | have been looking at
the Fletcher Building business
model and how we might evolve
the way we work in the future.
Through this process we formed a
strong view of the opportunities to
foster greater collaboration across
the group, combine resources and
better leverage our scale, improve
our operating efficiency and better
target investment towards future
growth opportunities.

These ideas have evolved

into a number of separate but
related work streams, which

will collectively transform how
Fletcher Building operates, under
the banner of FBUnite. FBUnite's
goal is to build the foundations for
Fletcher Building’s next phase, by
fundamentally transforming the way
Fletcher Building operates, with the
twin aims of creating shareholder
value and charting the growth path
for the next decade and beyond.

We want to retain the best aspects
of our decentralised business
model, with businesses working
close to their customers and being
focused on their product and
market segments. At the same time
we want to harness the collective
strength of the Fletcher Building
group to reduce costs and more
efficiently deliver supporting and
enabling services to our businesses.

A further priority since | started
last October has been to undertake,
in conjunction with the board and
executive team, a broad strategy
review. This work has validated

our position as an integrated
manufacturer and distributor
of infrastructure and building
products, as well as a
construction company.

This strategy review has led to
several new areas of exploration
within the FBUnite programme.
In particular, we have work
streams looking at:

= how we can harness digital
technologies to further drive
revenues and make it easier for
customers to interact with us;

= future opportunities in our
distribution activities across
Australia and New Zealand;

= other growth opportunities
for expansion in adjacent
products or industries.

This work is on-going and
will feed into the strategic
conversations we are having
at executive and board level.

Simplifying the business

During the year, a number of
changes were made to simplify
our divisional structure and bring

greater clarity around business
clusters.

The long steel and distribution
businesses have been brought into
the Infrastructure Products division,
alongside the concrete, concrete
products and quarry businesses.
Subsequently, the Iplex Pipelines
and Crane Copper Tube businesses
that were acquired as part of the
acquisition of Crane were also
combined with Infrastructure
Products, thereby bringing all the
pipe business units together in one
division and providing a broader
suite of products to end customers.
The Infrastructure Products division
is thus comprised of businesses
that manufacture products used
typically in the early part of the
construction cycle and involve
heavy manufacturing processes.

In grouping these businesses in this
way, we have been able to leverage
existing channels to market and
better serve our customers with a
broader solutions offering.

The other businesses within the
Steel division - the coated steel

businesses of Stramit Building
Products, Dimond, Pacific
Coilcoaters and Gliderol -

have been grouped within the
Building Products division.
Again, there was a clear rationale
for this, as the Building Products
division is comprised of building
materials businesses that are
more commonly utilised in the
middle and latter parts of the
construction cycle.

Both the Infrastructure Products
and Building Products divisions
have made a number of further
organisational changes during
the year to combine businesses
and reduce complexity.

Management changes

As a result of the changes

over the past year, both the
Steel and Crane divisions were
disestablished as separate
divisions, reducing our number
of divisions to five from seven.

Following these changes, David
Worley decided to leave Fletcher
Building. Tim Hickey was appointed
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chief executive Distribution
Australia in March, having worked
previously as a senior executive
for Yum Brands in the US and as
the CEO of Midas Australia.

In June, John Beveridge
announced his resignation as
chief executive of the Distribution
division. Dean Fradgley has been
appointed chief executive of the
New Zealand Distribution business
to replace John, and will relocate
from the UK to take up his role

in October 2013. Dean has more
than twenty years’ experience in
retailing and for the past thirteen
years has worked within the trade
and hardware sectors.

Earnings overview

Achieving net earnings for the

year of $326 million was a solid
outcome given the mixed trading
conditions we encountered across
our operations. This year’s result
included a number of costs relating
to restructuring and business
efficiency initiatives, the benefits

of which will be seen in the current
financial year and beyond.

Operating earnings of $569 million
were within the guidance range
provided at the half year, albeit

towards the lower end of the range.

This was due to the deterioration in
trading conditions we experienced
in Australia throughout the year.

A particularly noteworthy aspect
of this year’s result was the strong
uplift in operating cashflow of

25 percent to $559 million. This
was driven by a focused effort
across our businesses on cash
management.

Investing for the future

Consistent with our increased
focus on cash management,
capital expenditure for the 2013
financial year was $246 million,
down from $353 million in the
previous year. Looking ahead

we expect a modest increase

in capital expenditure in the
current year between $250 million
and $300 million excluding
acquisitions. In addition to the
continued investment across our
businesses, this year we will be
prioritising capital expenditure
on information technology and
supporting infrastructure that will
enable various FBUnite projects.

Health and Safety

We have continued to further
reduce our injury rates over the
past year. Our primary injury

rate measure is the 12-month
rolling average Total Recordable
Injury Frequency Rate per million
employee and contractor hours
(TRIFR), with total injuries being
the sum of lost-time and medical
treatment injuries. In the year to
30 June 2013 this rate was 6.80,
a reduction from 8.48 in the prior
year. This figure was more than
60 in 2005. Our lost time injury
frequency rate has dropped
from 3.27 t0 2.82.

Delivering in Canterbury

This past year has been one of
considerable progress in our
role as project manager for

the Canterbury Home Repair
Programme. In June we reached
an important milestone with the
completion of 40,000 full scope
home repairs - marking the
halfway point in the home repair

programme. We expect repairs to
the final Earthquake Commission
(EQC) referred property will be
completed in December 2014
which is well ahead of the original
target set.

With this achievement, our
attention is turning to ensuring
that we are able to transition our
people involved with the home
repair programme to larger
commercial construction projects
and other parts of our business
as the residential repair workload
decreases. Their skills will be
invaluable to the work that remains
to be done in Canterbury.

Looking ahead

While implementing FBUnite is a
key priority for us over the next few
years, we will continue to work on
strengthening and extending our
core positions across New Zealand
and Australia. We believe there

will be good opportunities across
our markets for further organic
growth through our existing
businesses and that we can also
drive internal efficiencies and
improve our cost competitiveness.
At the same time, we will continue
to seek opportunities to extend
core positions in New Zealand

and Australia through infill and
adjacent acquisitions, along with
opportunities to leverage existing
assets and capabilities in selected
new markets.

Beyond Australia and New Zealand,
we will seek to build and enhance
positions in select products and
geographies where we believe we
have proven capabilities that can
be leveraged successfully.



BOARD
OF DIRECTORS

Ralph G Waters

CPEng, FIE Aust, M Bus

Independent Non-Executive
Chairman of Directors

Chairman of the Nominations
Committee

First appointed 10 July 2001

Mr Waters, 64, has extensive
management experience in the
Australasian building products
industry including as managing
director of Email, a major Australian
industrial company, and until

31 August 2006 as the chief
executive officer and managing
director of Fletcher Building. He is
chairman of Woolworths, Fletcher
Building Industries and the ICC
Cricket World Cup 2015 and is a
director of Asciano. Mr Waters is a
Chartered Professional Engineer
and a Fellow of the Institution of
Engineers Australia.

Mark D Adamson

BA (Hons), ACA, ATII
Non-independent Executive Director
First appointed 1 October 2012

Mr Adamson, 47, is chief executive
officer and managing director

of the company. He joined the
Formica Group in 1998 as chief
financial officer of the European
division followed by the role of
managing director UK and Eire
and in 2004 became president

of Formica Europe. He became
the chief executive of Formica
Corporation in 2008 and of the
Laminates & Panels division in
2011. Prior to joining Formica

he was financial controller of

the pharmaceutical company
GlaxoSmithKline. Mr Adamson is
a member of the English Institute
of Chartered Accountants and the
Institute of Taxation and a director
of Fletcher Building Industries.

Antony J Carter

BE (Hons), ME, MPhil
(Loughborough)

Independent Non-Executive Director

Member of the Remuneration and
Nominations Committees

First appointed 1 September 2010

Mr Carter, 55, was previously
managing director of Foodstuffs
(Auckland) and Foodstuffs (New
Zealand), New Zealand's largest
retail organisation, and a director
of a number of related companies.
He has extensive experience in
retailing, having joined Foodstuffs
in 1994 and from having owned
and operated several Mitre 10
hardware stores, and was a director
and later chairman of Mitre 10
New Zealand. Mr Carter is
chairman of Fisher & Paykel
Healthcare, Air New Zealand (with
effect from 27 September) and
the Blues LLP, a director of ANZ
Bank New Zealand and Fletcher
Building Industries, co-chair of the
NZ Initiative and a trustee of the
Maurice Carter Charitable Trust.

Alan T Jackson

BEng (Hons), PhD (Auckland), MBA
(IMD Management Institute)
Independent Non-Executive Director
Chairman of the Remuneration
Committee and member of the
Nominations Committee

First appointed 1 September 2009

Dr Jackson, 60, was until 2009
chairman Australasia, senior vice
president and director of The
Boston Consulting Group. He has
been an international management
consultant since 1987 with The
Boston Consulting Group and has
proven experience at the most
senior levels of international and
government business. Dr Jackson
has worked across a range of
industries including resources,
diversified industrials, building
products and construction
sectors including as chairman

of Housing Corporation New
Zealand. Dr Jackson is a Fellow

of the Institution of Professional
Engineers. He is a director of
Delegat’s Group and Fletcher
Building Industries and a trustee
of The ICEHOUSE Auckland.



John F Judge

BCom, FCA, MPP, FINSTD
Independent Non-Executive Director

Chairman of the Audit and Risk
Committee and member of the
Nominations Committee

First appointed 9 June 2008

Mr Judge, 60, has considerable
experience in Australasian business
and brings financial and analytical
knowledge to the board. His career
includes various roles within Ernst
& Young culminating in the position
of chief executive of Ernst & Young
New Zealand. He is chairman of
ANZ Bank New Zealand and the
Auckland Art Gallery Foundation,

a director of Fletcher Building
Industries and a member of the
Otago University Business School
advisory board.

Kathryn D Spargo

LLB (Hons), BA
Independent Non-Executive Director

Member of the Audit and Risk and
Nominations Committees

First appointed 1 March 2012

Ms Spargo, 61, has extensive
business experience from advisory
roles on strategic and governance
issues following a career in legal
practice in both the public and
private sectors. She has a number
of non-executive directorships,
including ASX listed companies,
UGL and Sonic Healthcare, and

of SMEC Holdings and Investec
Bank (Australia). She also serves

as a director on a number of “not
for profit” businesses. Ms Spargo is
currently the chair of the Australian
Accounting Professional and Ethical
Standards Board, is a member of
the International Ethics Standards
Boards for Accountants and is a
Fellow of the Australian Institute of
Company Directors.

Cecilia Tarrant

BA, LLB (Hons), LLM (Berkeley)
Independent Non-Executive Director

Member of the Audit and Risk and
Nominations Committees

First appointed 10 October 2011

Ms Tarrant, 52, is an executive-
in-residence at The University of
Auckland Business School after
over 20 years’ experience in
international banking and finance
in the USA and Europe. In that time,
she worked as a real estate finance
lawyer and as an investment
banker with Credit Suisse First
Boston and Morgan Stanley,
culminating in holding the position
of managing director in Morgan
Stanley’s Global Capital Markets
Group in London. Ms Tarrant is
currently a trustee of The University
of Auckland Foundation, a director
of Fletcher Building Industries

and Shopping Centres Australasia
Property Group Trustee NZ and
deputy chair of the Government
Superannuation Fund Authority.

Gene T Tilbrook

BSc, MBA (University of
Western Australia)

Independent Non-Executive Director

Member of the Audit and Risk and
Nominations Committees

First appointed 1 September 2009

Mr Tilbrook, 62, was finance
director at Wesfarmers until

his retirement in May 2009.

He led Wesfarmers’ business
development group, becoming
executive director, business
development in 2002 and finance
director in 2005. Mr Tilbrook is

a director of Fletcher Building
Industries, Orica, Aurizon Holdings
and the GPT Group. He is a
councillor of Curtin University of
Technology and of the Australian
Institute of Company Directors (WA).
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Mark Adamson
Chief Executive Officer
and Managing Director

Mark Adamson is the chief
executive officer and managing
director of Fletcher Building. Prior
to taking up his current role in
October 2012, Mark held a number
of positions with the Formica Group.
He joined the Formica Group in
1998 as chief financial officer of the
European division. Following that
role he was appointed managing
director UK and Eire, in 2004 was
appointed president of Formica
Europe and then chief executive

of Formica Corporation in 2008.
Prior to joining Formica Corporation
he was financial controller of

the pharmaceutical company
GlaxoSmithKline. Mark holds a
Bachelor of Arts degree in Business
Finance from Northumbria University
UK. He is a member of the English
Institute of Chartered Accountants
and the Institute of Taxation.

Gerry Boliman
Chief Executive - Business
Strategy and Performance

Gerry Bollman joined the senior
management team at Formica
Group in 2008, based in the United
States of America but working
extensively across Europe, Asia

and India. Prior to moving to

New Zealand in October 2012 to
commence his current role, Gerry
was most recently Formica Group’s
vice president - strategy & business
development. In that role Gerry
spent considerable time working
with Formica Asia on their China
growth and expansion; with Formica
Europe on the acquisition in India;
and with the Laminex Australia

and New Zealand teams on their
transformation programmes. Before
joining Formica he spent 7 years with
the global management consultancy
Booz Allen Hamilton. Gerry holds

an MBA from The University of
Michigan and a Bachelor of Science
degree (Finance) from Xavier
University in Cincinnati.

Kate Daly

Group General Manager -

Human Resources

Kate Daly joined Fletcher Building
as the group general manager of
human resources in June 2071

Prior to this she was general
manager corporate affairs, people
& performance at Coca-Cola
Amatil (NZ). Ms Daly has also
worked for Deutsche Bank, Merrill
Lynch, ABN AMRO and Greenwich
Healthcare Trust in London. Kate
holds a Bachelor of Commerce
degree (majoring in Economics
and International Business) and

a Bachelor of Science degree
(majoring in Pharmacology) from
The University of Auckland.

Graham Darlow
Chief Executive - Construction

Graham Darlow has held the role of
chief executive, construction since
November 2011. He joined Fletcher
Building in 1988, after starting his
career as a professional engineer in
Australia and the United Kingdom.
He progressed through Fletcher
Construction’s engineering
division to become general
manager in 2001. After holding
senior positions on many of New
Zealand'’s largest construction
projects, he now plays a significant
role in the rebuild of Christchurch.
Graham is a fellow and past
president of the Institution of
Professional Engineers New
Zealand and a fellow of the Institute
of Civil Engineers (UK). Graham
holds a Bachelor of Engineering
(Civil) from Auckland University
and attended the Advanced
Management Programme at

Mt Eliza Business School.

Martin Farrell
Company Secretary and
General Counsel

Martin Farrell joined Fletcher
Challenge Limited in 1980 where
he headed the tax function
across the Fletcher Challenge
group. In early 2000 he also
became company secretary.

His responsibilities have been with
the board, governance, legal and
taxation matters. Prior to joining
Fletcher Challenge he worked
for KPMG. Martin has Bachelor
of Commerce and Bachelor of
Laws degrees from the University
of Otago. He is a chartered
accountant and a member of
the New Zealand Institute of
Chartered Accountants.

Tim Hickey
Chief Executive -
Distribution Australia

Tim Hickey was appointed chief
executive, Distribution Australia,

in July 2013. Prior to this permanent
appointment he was interim
executive general manager of
Tradelink between April 2013

and July 2013. Tim was most
recently chief executive of Midas
Australia, a business which was
transformed from a position of
voluntary administration into a
profitable franchise operation under
Tim's leadership. He has previously
worked as a senior executive for
PepsiCo restaurants and Yum
Brands in the US, holding various
roles in marketing and operations.
Tim has a Bachelor of Economics
from Macquarie University and has
completed courses in marketing
management from the University
of NSW and strategic management
from the Macquarie Graduate
School of Management.

Mark Malpass
Chief Executive -
Infrastructure Products

Mark was appointed chief executive,
infrastructure products division
(formerly concrete) in November
2011. Prior to joining Fletcher
Building he had a 19 year career with
ExxonMobil Corporation. He has had
senior leadership roles in Australia,
United States and most recently
Singapore, where he led strategic
change across the Asia-Pacific
business. Mark has also held the role
of country manager and chairman
of Mobil Oil New Zealand. He was
also a director of the New Zealand
Refining Company. Mark holds an
MBA from Victoria University of
Wellington, Bachelor of Engineering
(BE Mechanical, Hons) from the
University of Auckland, and New
Zealand Certificate in Engineering
(NZCE Mechanical) from Auckland
Institute of Technology.

Nick Olson

Chief Financial Officer

Nick Olson joined Fletcher Building
as chief financial officer in April 2013.
Prior to this he held the position

of chief financial officer, Telecom
Corporation of New Zealand Limited,
from October 2010 until December

2012. Nick joined Telecom in
January 2002, and between 2002
and 2010 held numerous roles with
the company, including treasurer,
general manager finance and group
controller. Prior to this he spent

13 years in the investment banking
industry. Nick has extensive capital
markets, mergers and acquisitions
and corporate finance experience.
In 2012 was awarded ‘CFO of the
year’ at the annual New Zealand
CFO Awards. Nick holds a Bachelor
of Engineering (Ist Class Hons)
from the University of Auckland
and is an Associate Chartered
Accountant (NZICA).

Tim Richards
Chief Executive - Building Products

Tim Richards was appointed chief
executive, building products division
in October 2011. He has been with
Fletcher Building since 2005 when
the Amatek Group was acquired
and he became general manager
of Stramit, a leading Australian
manufacturer and distributor

of steel building products and
systems. Prior to joining Stramit Tim
worked for Boral Timber and KPMG.
Tim holds a Bachelor of Business
(Accountancy) from Charles Sturt
University, is a member of the
Institute of Chartered Accountants
in Australia, and in 2010 attended
the Advanced Management
Program at The Wharton School,
University of Pennsylvania.

Paul Zuckerman
Chief Executive - Laminates & Panels

Paul Zuckerman was appointed
chief executive, laminates & panels
division in October 2012. Prior to
this he was chief executive of the
steel division, a role he held since
May 2007. Prior to joining Fletcher
Building he held the position

of president, Greater China

with BlueScope Steel. He held
numerous senior management
roles with BlueScope over a 13 year
period. Prior to this he spent eight
years at PPG Industries, a leading
global manufacturer of industrial
coating, glass and chemical
products. Paul gained his Bachelor
of Science degree in Chemistry
from Syracuse University and his
Master of Business Administration
from Ohio State University.



DIVISIONAL

OVERVIEW

Infrastructure

Products
Page 12

The Infrastructure Products
division is a manufacturer,
distributor and marketer of heavy
construction materials, including
aggregate, cement, concrete and
masonry products, plastic PE and
PVC pipe, and long steel products.
Its products and services are
typically used in the early stages
of the construction cycle.

Key businesses

Crane Copper Tube
Firth

Fletcher Easysteel
Golden Bay Cement
Humes Pipeline Systems
Iplex Pipelines

Rocla Pipeline Products
Rocla Quarry Products
Winstone Aggregates

25% of total revenue

39% operating earnings

Building

The Building Products division

Key businesses

contractor in New Zealand and the
South Pacific. The company’s five
divisions are; Building + Interiors,
Developments, South Pacific,

Developments
Earthquake Recovery
Infrastructure

14% of total revenue

15% operating earnings

Products manufactures a broad range of Decra Roofing Systems
building products for residential and ) 16% of total revenue
Page 14 : Dimond °
9 commercial markets. Those products o 21% operating earnings
include plasterboard, glasswool Fletcher Aluminium P 9 9
insulation and other insulation and Fletcher Insulation
|acoustic pr(;ducts,dme';al roo|1|c ticges, Forman Group
i t
ongrun roofing and other rofie Gerard Roofing Systems
steel products.
Pacific Coilcoaters
Stramit Building Products
Tasman Insulation
Winstone Wallboards
Laminates The Laminates & Panels division Key businesses
& Panels includes the Laminex and Formica Formica
businesses. Formica manufactures ) 20% of total revenue
Page 16 P . Laminex
9 and distributes decorative surface 21% operating earnings
laminates in North America, Europe
and Asia. Laminex is the leading
Australasian manufacturer and
distributor of decorative surface
laminates, component products,
particleboard and medium density
fibreboard (MDF).
Distribution The Distribution division consists Key businesses
Page 18 of building, plumbing and pipeline Hudson Building Supplies
distribution businesses in Australia ) 25% of total revenue
Mico
and New Zealand. PlaceMakers and 9% operating earnings
Mico operate in New Zealand, with PlaceMakers
Tradelink, Hudson Building Supplies, Tradelink
Northern’s Plumbing Supplies and
Mico Design operating in Australia.
Construction The Fletcher Construction Key businesses
Page 20 Company is the preeminent general Building + Interiors

Earthquake Recovery (EQR) and
Engineering. Fletcher Residential
is New Zealand's leading specialist
residential home building group.

South Pacific
Residential

10

Percentage of operating earnings excludes corporate costs.
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A Mark Malpass
meets with Golden
Bay Cement general
manager, Michele
Creagh, at Eastport,
Auckland.
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INFRASTRUCTURE PRODUCTS

Through reorganising our
businesses into logical, larger
business units we have enabled
the division to better leverage
operational capabilities, functional
depth and the benefits of scale!

Mark Malpass
Chief Executive Infrastructure Products

The Infrastructure Products
division is a manufacturer,
distributor and marketer of
heavy construction materials,
including aggregate, cement,
concrete and masonry
products, plastic PE and PVC
pipe, and long steel products.
Its products are typically
used in the early stages of
the construction cycle.

Infrastructure Products operating
earnings increased by $13

million to $222 million as a

result of continued operational
improvements, cost reductions
and efficiency gains.

Revenues were 9 percent lower
primarily due to the sale of the
Austral Wright metals business in
June 2012. On a like-for-like basis,
revenues decreased by 2 percent
while market shares were largely
stable for all businesses.

Significant divisional restructuring
was carried out this year, with
businesses being reorganised into
logical, larger business units. This
has resulted in annualised savings
of $6 million and will enable

the division to better leverage
operational capabilities, functional
depth and the benefits of scale.

Operating earnings of the cement,
concrete and aggregates
businesses increased by 6 percent
to $73 million. Cement volumes
were up 4 percent, and while
slightly lower prices were offset

by operational improvements,
earnings were impacted by
increased distribution costs.
Ready-mix concrete volumes

were up 19 percent, and prices
were generally stable. Aggregates
volumes in New Zealand were up
6 percent, while Australian volumes
declined 15 percent.

The concrete pipes and products
businesses recorded a 10 percent
increase in operating earnings

to $67 million. Australian pipe
volumes were 9 percent lower,
but earnings benefitted from
further cost efficiencies and
improved product premiums.
New Zealand concrete pipe
volumes increased by 9 percent
due to growth in the Auckland
and Canterbury markets.
Operating earnings in Iplex
Pipelines and Crane Copper
Tube were 21 percent lower at
$54 million, due to the sale of the
Austral Wright and Mico Metals
businesses at the start of the year.
In Australia volumes declined by
4 percent with weaker mining
demand and continued soft

building markets, partially offset
by contracts to supply coal seam
gas projects. Product substitution
continued to have a significant
impact on Crane Copper Tube.
Impacts of volume declines
were partially offset with the
implementation of cost-to-serve
tools, account management and
continued rationalisation of the
businesses. New Zealand plastic
pipe volumes increased in line
with activity levels in Canterbury
and Auckland.

Steel operating earnings increased

to $28 million from $11 million
in the prior year. The long steel

business benefitted from improved

manufacturing efficiencies which

helped to reduce conversion costs.

Volumes were 6 percent higher,
reflecting the increase in demand
in New Zealand. Steel distribution

businesses experienced increased

earnings with a focus on product
mix and reducing customer
service costs.

Looking ahead, disciplined cost

management will continue across

both markets, in conjunction with
a comprehensive programme of
manufacturing and supply-chain
optimisation.

A focus of the division is to
continue leveraging its scale to
drive utilisation and efficiencies,

with emphasis on innovation

and enhancing our overall value
proposition. Share growth across
the value chain is also a priority,
as is building deep functional
capability, particularly in sales and
operations management.

Infrastructure Products (NZ $million)
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BUILDING PRODUCTS

‘A key priority is to continue the

business efficiency initiatives
oarticularly in Australia where
volumes and margins remain soft.

-
Tim Richards
Chief Executive Building Products

Building Products
manufactures a broad

range of building products
for the residential and
commercial markets.
Products manufactured by
Building Products businesses
include: plasterboard,
glasswool insulation and
other insulation and acoustic
products, metal roof tiles,
roofing and other rolled
steel products.

Building Products operating
earnings before significant items of
$122 million were 12 percent higher
than the prior year. Revenues
declined by 3 percent but the
benefit of cost reduction initiatives
undertaken in the first half of the
year positively impacted earnings.

The plasterboard business
recorded a 43 percent increase
in operating earningsin a
stronger New Zealand residential
construction market.

The insulation business’ operating
earnings were down 36 percent on
the prior year. Australian glasswool
margins continue to be soft due

to the strong Australian dollar

and continued excess inventory
across the industry. Restructuring
undertaken in Australia during the
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first half of the year helped to drive
earnings higher in the second

half. New Zealand glasswool
volumes were flat on the prior

year reflecting increased levels of

competition and a warmer autumn.

Operating earnings for the
sinkware business declined by
37 percent due to declining
volumes and margins. Operating
earnings for the New Zealand
aluminium business doubled driven
by increased market share and
volumes. The opening of a new
aluminium powder coating and
assembly facility in Christchurch
in July 2012 significantly improved
our capability in the region.

In late 2012 the coated steel
businesses were transferred to

the Building Products division.

In grouping our coated steel
businesses with other materials
commonly utilised in the middle
and latter parts of the construction
cycle we can better leverage our
channels to market and provide
improved end-to-end solutions.

Operating earnings for the
coated steel businesses were up
7 percent to $52 million due to
strong performances from the
New Zealand based businesses.
Roof tile volumes increased by
10 percent driven by strong
increases in Europe, Africa and

New Zealand, and operating
earnings increased by 31 percent.

In Australia, volumes in the Stramit
roll-forming business were down
on the prior year but an improving
trend during the year meant that
second half volumes were slightly
ahead of the same period in the
prior year. Restructuring in Stramit
has substantially lowered the fixed
operating cost of the business, and
operating earnings in that business
in the second half of the year were
25 percent higher than for the prior
corresponding period.

Under Stramit we now operate
three engineered solutions
businesses, all involved primarily

in the manufacture and supply

of small buildings and garages.
This presence provides a valuable
channel to market for our roll-
formed steel product and brings us
closer to the end customer.

A key divisional priority for 2014
is to continue the business
efficiency and cost reduction
initiatives particularly in Australia
where volumes and margins
remain soft and the economic
outlook is uncertain. Enhancing
cross-business opportunities
and efficiency through shared
technology solutions is also an area
of investment across the division
and the group more broadly.

Building Products (NZ $million)
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Tim Richards
(right) meets
Pacific Coilcoaters
general manager
at Mt Wellington,
Auckland.
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LAMINATES & PANELS

The continued promotion and
extension of premium products
helped mitigate price pressure.

-
Paul Zuckerman
Chief Executive Laminates & Panels

The Laminates & Panels
division includes Laminex
and Formica. Formica
manufactures and distributes
high-pressure decorative
surface laminates in North
America, Europe and Asia.
Laminex operates in Australia
and New Zealand and is

the leading Australasian
manufacturer and distributor
of decorative surface
laminates, component
products, particleboard

and medium density
fibreboard (MDF).

Operating earnings in Laminates

& Panels were $120 million
compared with $65 million in the
prior year. The prior year’s result
included significant items totalling
$74 million. Excluding significant
items, operating earnings were

13 percent lower than the prior
year. Revenues declined by

6 percent to $1,738 million.

Prices and margins were generally
flat or slightly down as a result

of strong price competition in
markets where volumes were
under pressure. The continued
promotion and extension of
premium products, particularly in
North America, helped mitigate

price pressure. Input prices in
key materials such as paper and
resins were either flat or down
on the prior year.

FORMICA

Formica's operating earnings before
significant items were $58 million,
down from $71 million in the prior
year. Volumes and revenue in markets
in Europe were down by 5 percent.
Markets in Spain, Central Europe
and the United Kingdom continued
to deteriorate while Scandinavia
remained stable. However, further
increases were recorded in the
growth markets of Russia and the
Middle East. Further costs were
incurred in the closure of Formica’s
plant in Bilbao, Spain, which was
completed during the year.

Revenue in Asia was down by

2 percent with volumes down in
China and Taiwan by 2 percent
and 3 percent respectively, while
Thailand remaining stable. During
the year Formica acquired a small
manufacturing site in India, which
will provide direct access to the
fastest growing high pressure
laminate market.

In North America revenue was up
by 1 percent while volumes were
up marginally over the prior year.
Continued improvement in the
residential sector was largely offset

by the commercial market in which
Formica has greater exposure, with
no improvement evident over the
prior year.

LAMINEX

Laminex’s operating earnings
before significant items were
$62 million compared with $68
million in the prior year. Australian
revenue was down 9 percent
with increased new residential
commencements off-set by
decline in the housing renovation
and commercial sectors. Sales
volumes were maintained but
there was significant pressure on
product pricing and margins.

New Zealand revenues were

down by 10 percent due to the
exit of some product ranges and
the sale of the bench fabrication
business. Underlying revenue was
up slightly on the previous year.

In both Australia and New Zealand
we completed a number of cost
reduction and business restructure
initiatives, aimed at reducing cost
and re-sizing operations in line with
market demand.

Enhanced digital and Enterprise
Resource Planning (ERP) systems
capabilities are a priority

for the coming year, along

with operational and service

improvements, and product
development and innovation.

In October Formica will open

its purpose-built manufacturing
facility in Jiujiang, China, which
will significantly increase capacity
across Formica’s Asia operations.

Laminates & Panels (NZ $million)
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4 TimHickey (right)
is shown around the
Mico showroom in
Mt Wellington, Auckland,
by branch staff.




DISTRIBUTION

‘Our focus is on lifting our
customer offering through
better product availability and
improved speed of service!

-
Tim Hickey
Chief Executive Distribution Australia

NEW ZEALAND

PlaceMakers is the premier
supplier of building materials
to New Zealand's residential
and commercial construction
markets. Mico Plumbing
specialises in the distribution
of plumbing, pipeline and
bathroom products.

AUSTRALIA

Tradelink Plumbing Centres,
a network of 211 branches
supplying plumbing
supplies to residential and
commercial markets, is our
largest distribution business
in Australia. Northern'’s
Plumbing Supplies and
Mico Design also operate

in the plumbing, bathroom
and associated industries.
Hudson Building Supplies
business specialises in the
supply of building hardware
and products.

PlaceMakers

Revenues rose 9 percent with
market conditions showing
improvement from the second
quarter onwards. Operating
earnings increased by 33 percent

over the prior year to $36 million,
with the increase in revenues
more than offsetting the margin
decline of almost 1 percent.
Earnings were positively impacted
by operational improvements,
such as procurement benefits and
reduction in facility and employee
costs. In addition, inventory and
working capital ratios improved
on the prior year.

In June, PlaceMakers opened

a new purpose-built branch in the
Christchurch suburb of Hornby.
Following the resignation of
John Beveridge after four years
leading the business, Dean
Fradgley was appointed chief
executive Distribution New Zealand
and he will have responsibility
across all our New Zealand
distribution businesses.

Tradelink, Hudson Building
Supplies, Mico Plumbing
Operating earnings for these
distribution businesses were
$14 million compared with
$37 million in the prior year.

Australian revenues declined

11 percent due to difficult trading
conditions. Hudson delivered
earnings benefits from an improved
cost position as some Queensland
locations were rationalised during
2013 whilst retaining revenue

across its markets in NSW and
Queensland. Tradelink revenues
fell sharply in the second and

third quarters of 2013, particularly
in Western Australia and South
Australia. In the final quarter of
2013 revenues began to improve as
branch improvement programmes
targeting improved service levels
to customers were implemented

and economic conditions stabilised.

New Zealand revenues were
down 18 percent due to the sale
of the Corys Electrical business
with effect from December 2012.
On a like-for-like basis, revenues
increased by 3 percent over the
prior year driven by improved
economic activity and market
share gains in the plumbing
segment. Operating earnings
included $4 million profit from
the sale of surplus property

in Christchurch.

A key appointment this year was
that of Tim Hickey to the position
of chief executive, Distribution
Australia. Tim was appointed

in an interim role leading Tradelink
and Hudson Building Supplies

in March, with his permanent
appointment announced in

July 2013.

Looking ahead, a key strategic
focus for PlaceMakers is enhancing
and greatly broadening its use

of digital platforms to improve
the customer experience, a
focus which extends across
Fletcher Building.

Cost-out initiatives will continue
in Australia in the coming year
with trading conditions expected
to remain flat. The benefit of
improvement initiatives and
expected positive uplift in
economic conditions should
deliver earnings improvements.

Distribution (NZ $million)
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CONSTRUCTION

‘After a long period of weak
demand in civil infrastructure
and commercial building, were
expecting a steady improvement.

-
Graham Darlow
Chief Executive Construction

The Fletcher Construction
Company is the preeminent
general contractor in

New Zealand and the South
Pacific. The division is
grouped around a building
and interiors business,
engineering infrastructure,
South Pacific construction
and earthquake recovery
(Fletcher EQR). Fletcher
Residential is one of

New Zealand'’s leading
home building groups,
offering a range of homes
and developments.

The Construction division’s
operating earnings for the year
were $87 million, up 74 percent on
the prior year. This was due to a
significant upturn in house sales and
increased activity in Christchurch,
particularly with the Canterbury
Home Repair Programme and

the infrastructure rebuild.

In June the Canterbury Home
Repair Programme reached the
halfway point in respect of full-
scope house repairs, with 40,000
homes completed. A further
47,000 emergency repairs and
18,000 installations under the
winter heating initiative have also
been completed. It is anticipated

20

the final Earthquake Commission
(EQC) referred property will be
completed in December 2014,
well ahead of the original

target set.

Fletcher EQR has proven a
valuable talent incubator within
our business, with considerable
engineering and other technical
expertise built up over time.
Ensuring we retain these skills
across the business when
residential repair work decreases
is a key priority.

The repair of houses and
infrastructure in Christchurch is
expected to continue for some
time and there is growing interest
in commercial building projects
within the CBD.

All other business units performed
in line with expectations.

The Construction backlog was
$1,022 million at the end of June
compared with $1,094 million at
the end of June 2012. However,
Fletcher Construction is the
preferred bidder on the MacKays
to Peka Peka roading project north
of Wellington ($570 million) and
the Wynyard land development
proposal is preferred for Fonterra’s
new Head Office in Auckland

($70 million). The contract for

the Aquatic Centre for the South

Pacific Games in Papua New
Guinea ($61 million) was confirmed
after balance date.

Major contracts awarded during
the year include the University of
Auckland Science Block upgrade
for $138 million, the Rangiriri
Bypass Project for $75 million
and a further $99 million share
of the Stronger Christchurch
Infrastructure Rebuild Team
(SCIRT) work.

A number of major projects

are progressing well including
the Waterview Tunnel Alliance.
Assembly of the tunnel boring

machine has started and tunnelling

is due to commence in November.
Construction of the Men'’s Prison
at Wiri is also progressing well and
the new headquarters for ASB
Bank was completed on time and
to budget.

After a long period of weak demand

in civil infrastructure and commercial

building, a steady improvement is
expected. The recent Government
announcements for major projects
in Auckland and Canterbury

are encouraging, and there are
opportunities for building in the

health and education sectors as well.

Fletcher Residential performed
very well with strong sales from
the Stonefields development in

Auckland. Large land holdings
have also been secured in the
Auckland region for future building
activity. There is now a strategy to
extend housing operations beyond
the current model to include multi-
storey and affordable homes in
Auckland and elsewhere.

Construction (NZ $million)
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in Auckland with ASB CEO

headquarters construction
Barbara Chapman.

discusses the recent ASB
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FBUNITE

'FBUnNite will transform how
Fletcher Building operates whilst

retaining the decentralised business
model that keeps businesses
focused on their customers!

-
Gerry Bollman

Chief Executive Business Strategy
and Performance

The FBUnite business
transformation programme
seeks to drive benefits
across Fletcher Building
from greater collaboration,
combining resources and
leveraging the group’s
scale, improving operating
efficiency, and investing in
the capabilities for growth.

FBUnite is comprised of a
number of work streams that
will collectively transform how
Fletcher Building operates whilst
at the same time retaining those
aspects of the decentralised
business model that keep
businesses focused on their
customers, products and core
market segments.

It is expected that annual total
benefits from FBUnite will be in
the range of $75 million to $100
million per annum. FBUnite is,
however, a multi-year programme,
with individual work streams

set to be completed within
different timeframes such that
this quantum of benefit will

take several years to be fully
realised. Capital and operating
expenditure will be incurred in
the 2014 financial year to enable
a number of work streams to be
implemented which will offset

22

early gains, although benefits
should become evident from the
2015 financial year onwards.

A number of work streams have
commenced within the business
transformation programme
including the following:

Shared services

The shared services project aims
to reduce the cost of core support
functions through centralising
transactional tasks and increasing
productivity by leveraging the
group’s scale. The project is
targeting finance (accounts
receivable, accounts payable,
credit management), human
resources (payroll, recruitment,
learning and development, health
and safety) and ICT (user support,
IT maintenance, IT infrastructure).

Procurement

The procurement project is
focussed on achieving greater
procurement co-ordination and
cost savings from the $800 million
per annum of indirect third party
expenditure across the group.

A specialist procurement function
has been established leveraging
the group’s size, experience and
leading practice. Reductions in
the cost to suppliers of serving
the group, fostering greater

collaboration and innovation in
procurement, are other core goals.
The first categories targeted have
included transport and logistics,
office supplies, mobile plant,
printing, plant consumables,
packaging, health and safety,
waste management, temporary
labour and fuel.

Property

The group’s total property costs
across New Zealand and Australia
are in excess of $200 million per
annum from around 1,000 property
interests. A review of the property
portfolio is being undertaken, with
the goal of reducing the group’s
property footprint through network
optimisation and business co-
location opportunities.

Operations excellence

The operational excellence
programme is addressing
manufacturing and supply chain
aspects of Fletcher Building's
manufacturing and warehouse
facilities. The programme will
provide the tools needed to
achieve operations excellence
and is expected to take around
3 years to be fully implemented,
in conjunction with other work
streams including procurement
and property management.

Network optimisation

The network optimisation

project will identify, evaluate

and implement options to move
products from the point of
manufacture or supply to the
customer at the lowest cost, while
meeting service requirements.
The options will consider how

the network of transport lanes,
storage and distribution locations
is best configured and used to
meet customer demand, and
whether changes are required to
transport, warehouses, product
handling, business processes and
information systems.



ft) Chief Financial
Gerry Bollman (right)
Chief Executive - Business
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CANTERBURY UPDATE

In the past year Canterbury
has settled to a great

degree in respect of seismic
activity, allowing repair and
rebuild work in the region

to progress further and
removing some uncertainty
and nerves from the minds of
residents. Undoubtedly there
are still challenges to face
before the region returns to
a level of normality similar to
that prior to the earthquakes.

Pleasingly, we made considerable
progress in Canterbury over the
past 12 months, primarily through
Fletcher EQR's role as project
manager for the Canterbury Home
Repair Programme (CHRP).

We passed two major milestones
in 2013. In January 2013 the amount
paid to contractors involved in the
programme reached $1 billion.

By the end of June that figure

had reached $1.3 billion and the
programme reached the halfway
point in respect of full-scope
house repairs - 40,000 homes
completed. The completion rate
at June was approximately 1,700
homes per month.

It is anticipated the final Earthquake
Commission (EQC) referred
property will be completed in

1,/00

Homes completed per month, as at June 2013

10000

House repairs completed by the CHRP programme, as at 30 June 2013

December 2014, well ahead of
the original targets set.

Work on the programme involves
arange of challenges including
the recruitment and retention

of skilled staff and contractors;
meeting technical requirements
for foundations, other structural
and general building work; and
delivering to the valid expectations
of various stakeholders, including
homeowners.

A key priority going forward is to
ensure we facilitate opportunities
for Fletcher EQR'’s highly-skilled
employees to transition from

the home repair programme to
larger commercial construction
projects and other parts of our
business as the residential repair
workload decreases. Their skills are
invaluable considering the work
still ahead in Canterbury.

We also continued to invest in

our other operations in Canterbury
over the past year. Fletcher
Aluminium officially opened a

$5 million powder coating and
assembly facility in Wigram,
Christchurch in July 2012, and
Firth opened its third ready-mix
concrete plant in the region in
April this year. In June PlaceMakers
opened a brand new 2,745sgm
store in the Christchurch suburb
of Hornby.

As a large employer in the

region, our involvement in the
community also continues.

We remain a significant sponsor
and supporter of the Christchurch
Arts Festival, and are a sponsor

of the Champion Canterbury
Business Awards and its
acknowledgement of achievement
and innovation in the region.

We are also a foundation sponsor
of the recently established
University of Canterbury Quake
Centre. It is working with the
engineering and construction
industries on joint-venture
earthquake engineering research
projects, training initiatives and
product development, while
building on New Zealand'’s
established reputation in the
field of earthquake engineering.
Lessons learnt in Canterbury will
undoubtedly have benefit much
further afield than Canterbury
and New Zealand.

Fletcher EQR scorecard
as at 23 August 2013

$14.5m

Amount paid per week to
contractors

18,3/3

Staff and contractors inducted

47000

Emergency repairs

30

Homes completed per day
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PEOPLE

Developing a strong internal
pipeline of future leaders is

a key priority.”

A
Kate Daly

Group General Manager
Human Resources

We employ a diverse
workforce of 18,830
people, based across 40
countries. The main areas
of focus with regard to

our people strategy is to
develop a strong leadership
pipeline, the attraction and
retention of talent across
the group and the creation
of a high performance,
highly engaged and
diverse workforce.

Developing leaders

Developing a strong internal
pipeline of future leaders is a

key priority. During the year

we launched a Leadership
Framework across the group

to provide a clear structure for
learning and development. Branch
management has been identified
as a focus area to develop a strong
pipeline of leadership talent,

and Branching Out was the first
leadership programme launched
under the new framework. Over
160 branch managers have
completed the first two modules
and this will be a core leadership
programme going forward.

A senior leadership programme,
The Leaders Edge, was developed
and launched in partnership
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with The University of Auckland
Business School. The final two
leadership programmes will be
delivered in the coming year.

Attracting and retaining talent

Our aspiration is to be an employer
of choice in every country in which
we operate. Demand for roles across
New Zealand and Australia remains
high, with the processing of over
26,000 applications over the past
year. Our internal sourcing model
places emphasis on providing an
effective and efficient service to the
business and 1,100 roles across
New Zealand and Australia have
been placed during the year.

The Employee Educational Fund
continues to be a strong retention
tool for New Zealand, Australia and
the South Pacific. The fund provided
over $4 million of funding in the 2013
financial year. This funding was used
for workplace learning, leadership
development, grants for tertiary
study for employees, supporting
dependants of employees to retrain
and re-enter the workforce, and

to provide financial support for
employees’ children to study in
tertiary institutions.

Rebuilding Christchurch

The Fletcher Construction
Earthquake Recovery (EQR) team

continues to play a significant role
in the Christchurch rebuild. During
the year the team grew in size
from 540 to 700 direct employees.
With the final referred claim now
expected to be completed by the
end of December 2014, a priority
in the coming year is to determine
how the skills and expertise of

the EQR team can be best utilised
beyond that time. Given the labour
shortages in Christchurch, we

are working together with the
Ministry for Social Development

to ensure opportunities to create

a skills legacy are provided for
Christchurch.

Diversity

Building a diverse and inclusive
workforce is a key focus area
across the group. In the past year
we have provided employment
opportunities for 54 people
through alliances with Te Puni
Kokiri, Limited Services Volunteer,
Work and Income and the
Department of Corrections.

As the principal sponsor of the
First Foundation we funded 6
scholarships for high achievers
from low decile schools in the
past year.

During the year the Remuneration

Committee approved a diversity
policy that will drive greater

participation across the Fletcher
Building group with the specific
focus of creating a more diverse
and inclusive workplace. Directors
were pleased to see that over the
past twelve months the number
of female senior leaders increased
from 14 percent to 16 percent.
There will be a continued focus to
ensure that this trend continues.
The board composition remains
unchanged from 2012; there are
eight directors, with 25 percent
being women.

We are also into our fourth year

of participation with the Global
Women programme and continue
to have board representation on
the Equal Employment
Opportunities Trust.



4 Kate Daly (left)
developing work
with senior Fletcher
Building teams,
Auckland.



HEALTH & SAFETY

Injury rates

Based on the 12-month rolling
average TRIFR.

2012

8.48 6.80

Lost time injury frequency

Our rate has dropped 13.8% from
3.27t0 2.82.

13.8%
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The correlation between
improved health and

safety, engagement and
productivity in the workplace
makes health and safety a
key strategic priority.

In the past year we have paid
particular attention to the reports
of the Pike River Royal Commission
and the Independent Task Force
Review of Health and Safety in
New Zealand. Broadly we believe
that improved safety performance
can be driven by business
organisations setting clear goals for
continual improvement, reinforced
by regulatory requirements that
ensure safety performance is
addressed with due diligence.

Additionally, we support improved
alignment of health and safety
legislation across New Zealand

and Australia, as is soon to be
implemented. This will enable
increased consistency and
coordination of health and

safety management across
Fletcher Building; one of the
objectives of our FBUnite business
transformation programme. FBUnite
has been a catalyst for integrating
health and safety and daily
operational management, ensuring
safety is a key consideration in
every operational decision made.

Pleasingly, over the past year we
further reduced our injury rates.
Our primary injury rate measure

is the 12-month rolling average
Total Recordable Injury Frequency
Rate per million employee and
contractor hours (TRIFR), with total
injuries being the sum of lost-time
and medical treatment injuries.

In the year to 30 June 2013 this rate
was 6.80, a reduction from 8.48 in
the prior year. This figure was more
than 60 in 2005. Our lost time
injury frequency rate has dropped
from 3.27t0 2.82.

Despite our progress, serious
injuries still occur. During the
past year, 15 employees and
contractors suffered serious
injuries, including 10 severe
lacerations and five fractures.
Each of these incidents has been
investigated and measures to
mitigate the associated risks have
been implemented.

To reduce significant operational
risks and hazards that could result
in serious injuries or fatalities, we
have engaged external process-
safety audits of our most high-risk
sites. Our four most high-risk
facilities have now been audited
and improvements across those
locations are being implemented.
Quir first priority has been to
mitigate the risk of fires and

explosions in our high-temperature
manufacturing facilities. We are
developing further standardised
controls for significant hazards
across the group, driven by
business unit input.

Additionally, each of our business
units has developed long-

term plans for prioritising and
addressing general workplace
health issues. Workplace health
has a considerable impact on
business productivity, culture and
engagement. To ensure our on-site
managers are competent in respect
of health and safety, an enhanced
group-wide training programme
has been developed and
implemented by the FB Learning
Academy. Areas of focus include
safety leadership development and
ensuring a strong understanding of
emerging regulatory requirements.

For the sixth year, our Health, Safety
and Sustainability Awards were held
in recognition of achievements
around the company. Submissions
were received from business units
across the world. The business

unit award for safety excellence
went to Fletcher Aluminium, for
demonstrating a high level of safety
commitment, with evidence of
successful programmes to reduce
injuries and to improve overall
workplace health.



ENVIRONMENT & SUSTAINABILITY

In addition to reducing

the environmental

impacts resulting from the
manufacture and distribution
of building materials, we
seek to play a broader role

in leading our industries
towards improved sustainable
performance. From the
extraction of raw materials

to the eventual end-of-life of
products and projects, our
environmental efforts span
across the entire value-chain.

As a largely manufacturing-based
business, a key focus remains the
reduction of carbon emissions.
Pleasingly, we achieved our goal
of reducing group CO2 emissions
intensity by 5 percent between
2007 and the end of 2012. Total
CO2 emissions and energy use
were reduced by 11 percent,
although these numbers are
largely attributable to a decrease
in overall production.

Our energy and COz inventory is
updated every six months, and
provisional figures for the 2013
financial year show total CO2
emissions of 1,287,961 tonnes -
an increase of 6,938 on the
prior corresponding period.
This includes the CO2 emitted

during the generation of electricity
used by Fletcher Building. Emissions
from our New Zealand operations
totalled 711,397 tonnes, while
Australian operations emitted
419,190 tonnes and international
157,374 tonnes.

Our goal now is to further reduce
our COz2 emissions by 10 percent
between 2012 and 2020. Achieving
this will be driven by further process
and efficiency improvements,
increasing our use of alternative
energy sources and being smarter
about the way we store and
distribute our products.

We have partnered with the

New Zealand Energy Efficiency
and Conservation Authority (EECA)
to identify and implement energy
reduction initiatives across

our New Zealand operations.

In Australia, we have a programme
of energy efficiency assessments
that is reported to the Federal
Government, as part of our
requirements under the Energy
Efficiency Opportunities
programme. Through our group-
wide programme of operational
excellence we are pursuing further
efficiency improvements.

The implementation of dedicated
software to capture and report on
energy use, CO2 emissions and
other sustainability factors will also

help facilitate improvement across
the business.

Our environmental strategy has
been influenced by the additional
costs associated with the
emissions trading schemes in
New Zealand and Australia, and
the fact that reduced carbon
emissions will have a broader
positive impact on society.

Sustainability and climate change
in particular have a major influence
on research, innovation and
product development across
Fletcher Building. A number of
our businesses are developing
new products and solutions

to further meet emerging
customer preferences in areas

of environmental sustainability.
Examples include Firth Industries’
seismic foundation solution,
window glazing systems with a
thermal break to reduce heat loss
through the aluminium frames
and insulated concrete floors
and masonry products. Many of
these products are also being
developed to align with external
building rating criteria and to gain
certification in recognition of their
environmental attributes.

To ensure overall transparency

we continue to participate in the
Carbon Disclosure Project (CDP),
which requires us to report how we

4 Ngaruawahia
bypass bridge,
New Zealand.

manage the risks and opportunities
of climate change, and provide a
complete inventory of our annual
energy use and CO2 emissions.

In February we were the only New
Zealand manufacturer named in
the 2012 NZX50 Carbon Disclosure
Project Leadership Index. To be
included in the leadership index

a company must be in the top 10
percent of respondents in respect
of the quality and completeness

of their disclosures, and have

a measured understanding of
climate change issues, risks and
opportunities facing it.

In November 2012 we published
our second sustainability report
(fbu.com/sustainability/). This will
be updated again later this year.

Reduced emissions

Our total CO2 emissions and
energy use were reduced by 11%.

11.0%
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CORPORATE GOVERNANCE

Fletcher Building is a New Zealand
based building materials
manufacturer whose securities
are listed on the New Zealand

and Australian stock exchanges.

These exchanges require formal adoption

of approved corporate governance practices
by listed company boards of directors.
Accordingly, the board of Fletcher Building
confirms that it is committed to the highest
standards of behaviour and accountability,
and has adopted policies and procedures that
reflect this commitment.

The company has adopted the principles
recognised by the ASX Corporate Governance
Council as an appropriate way to organise its
corporate governance policies and reporting.
In establishing its corporate governance
procedures, the company reviews the
practices and trends in corporate governance
in other jurisdictions, and has incorporated
these where appropriate.

The company believes that the practices it has
adopted ensure that it meets the requirements of
NZX's Corporate Governance Best Practice Code
and the Financial Markets Authority’s Corporate
Governance in New Zealand Principles.

Fletcher Building's corporate governance
practices, including matters reserved for the
board and those delegated to senior executives,
are fully detailed on its website and shareholders
seeking an in-depth review are encouraged to
access information from this source.

This section on corporate governance contains
commentary on seven of the eight principles
recognised by the ASX Corporate Governance
Council. The Remuneration Report addresses
the final principle being the requirement to
remunerate fairly and responsibly.

A fuller discussion on corporate governance
isincluded on the company’s website at
fbu.com/investor/governance.

1. Ensuring solid foundations for
management and oversight

The company’s procedures are designed to:

= Enable the board to provide strategic
guidance for the company and effective
oversight of management.

= Clarify the respective roles and
responsibilities of board members and
senior executives in order to facilitate board
and management accountability to both the
company and its shareholders.

= Ensure a balance of authority so that no
single individual has unfettered powers.

The board has an obligation to protect and
enhance the value of the company’s assets,
and to act in its interests. It exercises this
obligation through the approval of appropriate
corporate strategies and processes, with
particular regard to portfolio composition and
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return expectations. These include approval

of transactions relating to acquisitions,
divestments and capital expenditures above
delegated authority limits, financial and
dividend policy and the review of performance
against strategic objectives.

As part of its review of the strategic direction

of the company, a strategy session is held

with senior management each year. Senior
management are expected to address strategic
issues in the business as part of their board
review sessions. Special strategic reviews are
also held of each business unit on a rolling two
year cycle or where material change is evident
or contemplated.

The company achieves board and
management accountability through written
terms of reference for the chairman, directors
and management, and a formal delegation

of authority to the chief executive. The effect
of this framework is that whilst the board has
statutory responsibility for the activities of the
company, this is exercised through delegation
to the chief executive, who is charged with the
day-to-day leadership and management of
the company. As part of its annual review of its
governance processes, the board reviews the
delegations to the chief executive each year.

The terms of reference for directors and

the chairman, the charters for board
committees and the delegation to the chief
executive officer all provide for reviews of

the performance of directors and senior
management. The nominations committee
assesses the composition and effectiveness
of the board and its committees annually.
The chair of the nominations committee
undertakes one-on-one reviews annually with
all directors on the effectiveness of the board.

The board evaluates annually the performance
of the chief executive and the chief executive’s
direct reports. The evaluation is based on criteria
that include the performance of the business
and the accomplishment of long-term strategic
objectives, and other non-quantitative objectives
established at the beginning of each year. During
the most recent financial year, performance
evaluation of senior executives were conducted
in accordance with this process.

In addition to these annual performance
reviews, significant policy issues and capital
expenditure or divestment decisions of
management are required to undergo a formal
peer group review process, including review
by the company’s executive committee or
approval by the board where necessary.

The governance procedures require the board
to be comprised of a majority of independent
directors and for there to be a separation of
the role of chairman from that of the chief
executive. These policies also provide that

a director who has been employed in an
executive capacity in the last three years
cannot be considered an independent director.

Therefore, R G Waters has been an independent
director from 1 September 2009. With M D
Adamson being an executive director, seven of
the eight directors are independent directors.

2. Structuring the board to add value

Directors believe that for the board to be
effective it needs to facilitate the efficient
discharge of the duties imposed by law on
the directors and add value to the company.
To achieve this, the board is organised in such
a way that it:

= Obtains a proper understanding of, and
competence to deal with, the current and
emerging issues of the business.

= Can effectively review and challenge the
performance of management and exercise
independent judgement.

= Can assist in the identification of director
candidates for shareholder vote.

Board composition

While the constitution provides that the
appropriate size for the board is between three
and nine members, the board has determined
that eight is an appropriate number at this time
to ensure proper rotation arrangements. At
least one-third of all directors stand for election
every year although this can be increased due
to requirements of the stock exchanges. The
directors who retire in each year are those
who have been longest in office since their
last election or, if there are more than one of
equal term, those determined by agreement.
Subject to continued shareholder support, the
standard term for a non-executive director is
six years from the date that he or she initially
stands for election. At the end of this term the
director will offer his or her resignation. The
board may, if it considers it appropriate, offer a
further term of up to three years.

The board has constituted a nominations
committee, chaired by the chairman of the
company and composed of all the non-
executive directors. This committee assists

in the identification of appropriate directors
and, through the committee chair, reviews the
performance of existing directors.

Committees

Committees established by the board review
and analyse policies and strategies, usually
developed by management, which are

within their terms of reference. They examine
proposals and, where appropriate, make
recommendations to the full board. Committees
do not take action or make decisions on behalf
of the board unless specifically mandated by
prior board authority to do so. A committee

or an individual director may engage separate
independent counsel at the expense of the
company in appropriate circumstances, with
the approval of the chairman.

The current standing committees of the
board are audit and risk, remuneration and
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nominations. These meet when necessary

and consist entirely of non-executive directors.
From time to time, the board may create ad
hoc committees to examine specific issues

on its behalf. The health and safety committee
established to review on-site safety practices
is one of those ad hoc committees.

Board process

Although directors are elected by the
shareholders to bring special expertise or
perspectives to board deliberations, decisions
of the board are made as a group, after taking
each perspective into account and the best
interests of the company.

The directors receive comprehensive
information on the company’s operations
before each meeting and have unrestricted
access to any other information or records. To
assist in ensuring information is timely, focused
and concise, board papers are prepared and
distributed electronically. Where directors
cannot participate in a meeting they forward
their views to another director in advance of the
meeting. Senior management are also available
at each meeting to address queries, and to
assist in developing the board’s understanding
of the issues facing the company and the
performance of its businesses.

Director participation remains very high, with
no apologies for absences from any of the ten
regular meetings during the year. In addition
to these meetings were seven site visits and

a strategic session with senior management.
The audit and risk committee met on

four occasions and the remuneration and
nominations committees both met twice.

3. Promoting ethical and responsible
decision-making

The company has written procedures to:

= Clarify the standards of ethical behaviour
required of company directors and key
executives, and ensure observance of those
standards through a code of conduct and
the terms of reference for directors and
management.

= Prescribe the circumstances where directors
and employees can trade in company
securities.

= Annually establish and review progress
against measurable objectives for correcting
imbalances in workforce diversity and in
particular, gender diversity at senior levels of
the group.

The company has a written code of values and
a code of conduct with which all employees
are required to comply.

The company has a written policy on illegal
and unethical conduct. It reinforces this policy
with promotional programmes to employees
and provides a FairCall confidential telephone
hotline to enable reporting of inappropriate
behaviour. The FairCall line is operated by an

independent party, and the outcome of all
matters raised is reported to the audit and
risk committee.

New Zealand legislation and the company’s
securities trading code of conduct prevent
short-term trading and dealing in the
company’s securities whilst directors and
senior executives are in possession of
non-public material and relevant information.
The company reinforces these measures

by requiring that any of the 127 persons
comprising executives and directors, who are
currently designated as having the opportunity
to access price sensitive information, can
transact in its securities only with the prior
approval of the company secretary.

The company recognises that it has a
number of legal and other obligations to non-
shareholder stakeholders such as employees,
clients, customers and the community as a
whole. Its commitment to these obligations is
captured in the code of values, and in various
policies and procedures for ethical conduct,
the responsibilities of employees, conflicts of
interest, and relationships with suppliers and
customers. These are incorporated into the
employment terms of all employees.

The company is committed to developing an
inclusive working environment that promotes
employment equity and workforce diversity
at all levels, including senior management
and the board of directors. Fletcher Building
believes that a workforce in which diversity
differences, particularly in such matters as
gender, age and race, are well-represented,
builds competitive advantage and enhances
business and thinking around the world.

4, Safeguarding the integrity
in financial reporting

While the ultimate responsibility to ensure the
integrity of the company’s financial reporting
rests with the board, the company hasin
place a structure of review and authorisation
designed to ensure truthful and factual
presentation of its financial position. This
includes:

= An appropriately resourced audit and
risk committee operating under a written
charter.

= Review and consideration by the audit and
risk committee of the accounts and the
preliminary releases of results to the market.

= A process to ensure the independence and
competence of the company’s external
auditors.

= Establishment of an internal audit function
in the corporate office, with reporting
responsibility to the audit and risk
committee.

= Responsibility for appointment of the
auditors residing with the audit and risk
committee.

5. Making timely and balanced disclosure

The company has in place procedures
designed to ensure compliance with the NZX
and ASX Listing Rules such that:

= Allinvestors have equal and timely access
to material information concerning the
company, including its financial situation,
performance, ownership and governance.

= Company announcements are factual and
presented in a clear and balanced way.

Accountability for compliance with disclosure
obligations is with the company secretary.
Significant market announcements, including
the preliminary announcement of the half

year and full year results, the accounts for

those periods, and any advice of a change in

an earnings forecast require prior approval by
either the audit and risk committee or the board.

6. Respecting the rights of shareholders

The company seeks to ensure that its
shareholders understand its activities by:

= Communicating effectively with them.

= Giving them ready access to balanced and
clear information about the company and
corporate proposals.

= Making it easy for them to participate in
general meetings.

To assist with this, a company website

is maintained with relevant information,
including copies of presentations, reports and
media releases. The corporate governance
procedures are also included on the website.
To further assist shareholders the company
prepares and distributes its accounts in
electronic format to shareholders who have
so requested. This annual report is also
available in electronic format. The company
has continued to provide to all shareholders
an annual review which is a summary of the
group’s operations and financial performance
for the year.

7. Recognising and managing risk

The company has a formalised system for
identifying, overseeing, managing and
controlling risk. The processes involved
require the maintenance of a risk register that
identifies key risks facing the business and
the status of initiatives employed to reduce
them. The risk register is reviewed regularly,
including as part of the internal audit reviews.

During the most recent financial year,
management has reported to the board on the
effectiveness of the company’s management
of its material business risks. As part of that
report, appropriate assurances were received
from management that the system of risk
management and internal control is operating
effectively in all material respects in relation to
financial reporting risks.
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REMUNERATION REPORT

Remunerating fairly and responsibly

The company seeks to ensure that its
remuneration policies are fair and reasonable.
It also seeks to ensure these policies attract
and maintain talented and motivated directors
and employees as a way of enhancing the
performance of the company and aligning
their interests with those of the company.

Non-executive directors’ remuneration

The fees paid to non-executive directors for
services in their capacity as directors during
the year ended 30 June 2013 are shown in
the table to the right.

The remuneration policy for non-executive
directors does not include participation in
either a share or share option plan. Non-
executive directors or their associates are
nevertheless required to hold at least 20,000
shares in the company.

The company’s policy is to align directors’
remuneration with that for comparably sized
New Zealand and Australian companies.
Directors’ fees are normally reviewed annually
by the nominations committee with effect
from the beginning of the calendar year.

As part of its 2013 review of remuneration,
the company commissioned an independent
report on directors’ remuneration in
Australasia, which indicated that some
increase in fees was justified having regard to
market changes. As a result, from 1 January
2013, the base director’s fee was increased
from $140,000 per annum to $154,000 per
annum, with audit and risk, remuneration
and nomination committee fees remaining
the same at $23,000, $17,500 and $10,000
respectively. The maximum aggregate fees
payable in any year was set at $2,000,000 at
the 2011 annual shareholders’ meeting.

Committee chairs receive a 50 percent
premium to the committee fee. The board
chairman’s fee is two and a half times the
aggregate of the base and nominations
committee fees paid to directors, and is
inclusive of the time committed by the
chairman for participation on other board
committees. In acknowledgement of the
additional time commitment required of
any Australian-based director, a travelling
allowance of $18,000 per annum is also
payable. Where an ad hoc committee

is convened, such as for due diligence,
additional remuneration may be payable at
$1,200 per half day.

The company believes that this provides an
appropriate remuneration structure which
recognises the increased global focus of

the company’s activities and the increased
corporate governance obligations imposed on
directors.

Directors do not receive any further
remuneration in respect of them also being
directors of Fletcher Building Industries
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Non-executive directors’ remuneration

Base Fees Committee Other Total

$ Fees $ Fees $ $

A J Carter 147,000 27,500 174,500
H A Fletcher 35,000 8,250 43,250
AT Jackson 147,000 36,500 183,500
JF Judge 147,000 44,500 191,500
K D Spargo 147,000 33,000 18,000 198,000
C Tarrant 147,000 33,000 180,000
G T Tilbrook 147,000 33,000 18,000 198,000
R G Waters 392,500 18,000 410,500
Total 1,309,500 215,750 54,000 1,579,250

Limited, the NZX listed issuer of the group’s
debt securities.

Executive directors’ remuneration

J P Ling was the chief executive and managing
director until his retirement on 30 September
2012. Mr Ling’s remuneration for the period
from 1 July 2012 to 30 September 2012 was
$2,236,321 comprising salary and accrued
annual leave of $560,042 and termination
payments of $1,676,278, including a special
incentive to extend his tenure until the board
was ready to appoint his replacement rather
than leaving many months earlier as was

his contractual right, and a final payment in
respect of his participation in the Executive
Long-Term Share Scheme.

M D Adamson was appointed chief executive
and managing director on 18 June 2012 with
effect from 1 October 2012. His remuneration
comprises base remuneration of $1,500,000,
a short-term incentive if specified annual
performance targets are satisfied of up to 115%
of base remuneration and participation in the
company'’s long-term incentive scheme of up
to 100% of base remuneration. In addition, his
total remuneration includes a portion of the
assessed value of options granted to him in
November 2012.

The actual remuneration and the value of other
benefits received by Mr Adamson in respect
of the financial year was $3,320,446. This
comprised $1,508,429 of base remuneration
and relocation costs and allowances and
accommodation payments in respect of his
move from the United States to New Zealand
as provided in his employment agreement, a
short-term incentive payment of $1,538,250
and $273,767 paid in October 2012 in respect
of his participation in the 2009 Executive
Long-Term Incentive Scheme.

As required by the NZSX and ASX Listing Rules,
shareholder approval of the two components
of Mr Adamson'’s long-term incentives was

received at the annual shareholders’ meeting
on 20 November 2012. His current long-term
incentives consist of the issue of 500,000
options over shares of the company and
entitlement to shares granted pursuant to the
Executive Long-Term Share Scheme. The value
of the 146,288 shares in the company acquired
under the Executive Long-Term Share Scheme
on 20 November 2012 was $1,005,000,
although these are subject to on-going
performance criteria.

The first grant of 500,000 options was made
with effect from 1 October 2012, being the
date of Mr Adamson’s appointment. A further
issue of up to 500,000 options may be made
to Mr Adamson at the discretion of the board
during the period from 1 October 2015 to 20
November 2015.

Each option was granted for no cash
consideration. The initial exercise price for

the first grant was $6.22, being the volume
weighted price of Fletcher Building shares
sold on the NZX in the ten business days
immediately preceding the announcement of
his appointment on 18 June 2012. The exercise
price is increased annually, with effect from
the date of grant, by the company’s cost of
capital, less any dividends actually paid.

There is a restrictive period of three years from
the date of grant during which the options may
not be exercised. Subject to the company’s
rules on the trading of securities, options may
be exercised at any time between the third and
sixth anniversary of the date of grant.

Directors are satisfied that they have received
independent advice that Mr Adamson’s
terms of employment provide an appropriate
remuneration package for the role of chief
executive officer.

As executive directors, Messrs Ling and
Adamson did not receive any further
remuneration in their capacity as directors of
Fletcher Building Industries Limited or other
subsidiaries.



Directors’ and officers’ indemnification
and insurance

The company has arranged a programme

of directors’ and officers’ liability insurance
covering directors, executives and employees
in managerial positions acting on behalf of the
company. Cover is for damages, judgements,
fines, penalties, legal costs awarded and
defence costs arising from wrongful acts
committed whilst acting for the company.

Actions not covered include dishonest,
fraudulent or malicious acts or omissions;
wilful breach of a statute, regulation or a duty
to the company; improper use of information
to the detriment of the company; and breach
of professional duty. The insurance cover

is supplemented by indemnification by the
company, but this does not cover liability for
criminal acts.

Senior management remuneration

The company’s remuneration strategy aims

to attract, retain and motivate high calibre
employees at all levels of the organisation, and
so drive performance and sustained growth in
shareholder value. Underpinning this strategy
is a philosophy that total remuneration should
be provided that is competitive in the markets
in which the company operates - particularly
for delivering superior performance that
contributes to improved business results.

Total remuneration for executives comprises
fixed pay, including the value of any benefits,
and a short-term variable incentive in the
form of an annual performance related bonus
that forms a significant portion of the total
package.

All executive performance bonuses require
achievement of a mixture of company financial
and personal targets.

The company’s remuneration committee

is kept fully appraised of relevant market
information and best practice, obtaining
advice from external advisors when necessary.
Remuneration levels are reviewed annually for
market competitiveness.

Fixed remuneration

It is the company’s policy to pay fixed
remuneration comparable to the median

and total compensation comparable to the
upper quartile for equivalent roles in the
country or region in which the incumbent

is located. For the purposes of determining
total remuneration within the senior executive
group, it is assumed that senior executives
will on average achieve 75 percent of their
potential short-term incentives over time, such
percentages to be reassessed periodically

in the light of the actual earnings achieved
over the business cycle. It is considered
appropriate that 50 percent of long-term
variable incentives be achieved over a normal
business cycle.

Short-term incentive remuneration

Short-term incentive remuneration is
available to recognise the contribution of
senior executives to company and individual
performance objectives. Short-term incentive
remuneration targets are expressed as a
percentage of fixed remuneration which is up
to 100 percent of the fixed remuneration for
the chief executive and the direct reports to
the chief executive, and up to 40 percent for
all other senior executives.

Participation in the plan is by annual

invitation, at which time the target incentive

is established. This involves each participant
being notified of a financial target and several
challenging, measurable personal objectives
for the financial year. Personal and financial
objectives are independently assessed such
that a participant can achieve their personal
objectives even if the minimum financial target
is not achieved.

The financial measures include the operating
earnings target for the applicable division or
business unit and the corporate Economic
Value Added (EVA) target. Corporate
executives are measured on a mix of EVA and
personal objectives.

The target for commencement and
determination of variable incentive payments
is an assessed measure for each business
unit or operating division, and is based on the
approved budget. In most years 100 percent
of the financial component is earned if 100
percent of target is achieved and up to 120
percent of the financial component is earned
if 110 percent of budget target is achieved.

Individual variable compensation payments
are offered entirely at the discretionof the
board.

Long-term incentives

The company has implemented long-term
cash-based performance incentive schemes,
targeted at around 350 executives most

able to influence financial results. Where
performance targets are met, a cash bonus is
payable with the after-tax amount invested in
the company’s shares. Participation in any year
is by invitation, renewable annually and at the
complete discretion of the company.

Where permitted by securities legislation in
the relevant jurisdiction, participants purchase
shares in the company at the offer price

with an interest-free loan. The offer price is
established at market value at the time of offer,
which will normally be each 30 September.
The shares are held by a trustee on behalf

of participants until the end of a three year
restrictive period which may be extended for
one further year for up to 50 percent of the
entitlement. Provided certain performance
criteria are met and participants remain
employed with the company throughout

the restrictive period, legal title in the shares

will be transferred to them at the end of the
restrictive period.

The schemes are either share-ownership
based for New Zealand and Australian
executives or are designed to deliver the same
economic value as the share scheme and

is for a small number of executives in other
jurisdictions where offering a share scheme is
not optimum.

The cash-based share-ownership scheme,
the Executive Long-Term Share Scheme
(ELSS), will be offered to all eligible executives
this year and is described in detail on the
company’s website at fbu.com/investor-
centre/governance.

In circumstances where shares cannot be
acquired under the applicable securities
legislation, equivalent economic entitlements
are conveyed by way of cash bonus
entitlements.

The comparator group of Australasian
companies used to determine relative TSR
performance for the 2013 offer comprises
Adelaide Brighton, Amcor, Arrium, BlueScope,
Boral, Brickworks, CSR, GWA Group, James
Hardie, Leighton Holdings, Nuplex, Sims Group
and Steel & Tube. The minimum and maximum
EPS targets for the 2013 offer are for EPS for
the year ended 30 June 2013 to increase by

8 percent per annum and 14 percent per
annum respectively.

On 30 September 2013 the three year
restrictive period in respect of the third issue
under the ELSS, which was made in 2010,
ends. The EPS minimum vesting threshold
for the 2010 ELSS will not be met and
accordingly no shares will vest in respect

of the EPS tranche of shares in that offer.
However, present indications are that the
TSR of the company for the period will be in
the 65th percentile of the comparator group
of companies and accordingly participating
executives in the ELSS (in respect of the TSR
tranche) will be entitled to take up ownership
of around 220,000 Fletcher Building shares.

Superannuation

Participation in defined benefit and defined
contribution retirement savings plans is

made available to executives as required

by remuneration practices in relevant
jurisdictions. For those participating, an
amount to recognise the value of the employer
contributions required is included in the
remuneration informatio