
 
 

 

  

 

 
 
11 April 2011 
 
 
 
 
 
 
Company Announcements Office 
Australian Securities Exchange Limited 
Level 4 
20 Bridge Street 
SYDNEY NSW 2000 
 
RE:  Leighton to downgrade profit forecast for 2010/11 
 
Please find attached a copy of a Media Release to be issued later this morning by 
Leighton Holdings in relation to a downgrade in the Company’s profit forecast for 2010/11. 
 
Yours faithfully, 
 
 
 
 
 
A. J. MOIR 
Company Secretary 
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11 April 2011 Leighton to downgrade profit forecast for 2010/11 

The directors of Leighton Holdings Limited today advised that the Company has completed a 
major review of its operations and asset base which has resulted in a revision of the profit 
forecast for the 2010/11 financial year.  
 
The Leighton Group now expects to report a loss of $427 million for the financial year versus 
its previous guidance for a profit of $480 million after tax. The revision is primarily due to write-
backs of expected profit on the Airport Link project in Queensland and the Victorian 
Desalination Project, and an impairment of Leighton’s investment in the Habtoor Leighton 
Group (HLG).  
 
Chief Executive, Mr David Stewart, said this was an extremely disappointing result but that it 
was important to address these issues so that investors could have confidence about the 
future.   
 
“We are acting decisively to deal with write-backs on these two problem projects and with the 
investment in the Middle East. While it is very frustrating to have to deal with the financial 
consequences, it does now leave Leighton well positioned to return to more normalised growth 
and earnings in 2011/12 and beyond,” said Mr Stewart.  
 
“On the Airport Link Project in Brisbane, the Thiess John Holland joint venture has continued 
to encounter design, access, weather, engineering, planning and coordination difficulties that 
have delayed the works and increased the forecast costs to complete the project. 
 
“Ground conditions in some areas have proved more difficult and variable than anticipated.   
Acceleration measures and prolongation costs required to overcome project delays resulted in 
major increases to the forecast final cost,” said Mr Stewart.    
 
“These extra costs mean that the project is forecast to make a pre-tax loss of approximately 
$430 million. This revised forecast is our best estimate of the financial outcome of the project 
and includes contingencies which may be required to achieve our completion schedule.  
 
“At the Victorian Desalination Project, being built at Wonthaggi in Victoria, wet and windy 
weather has continued and is expected to impact the delivery of the first water which was 
originally scheduled for 10 November 2011. However the full takeover of the plant at mid 2012 
remains the target. Overall the project is progressing well with the inlet and outlet tunnelling 
largely complete, as is the 84 kilometre water pipeline to Cardinia Reservoir and the High 
Voltage Electric line,” said Mr Stewart. 
 
“However, poor productivity and the inclement weather have all impacted the construction on 
the site and, in particular, the reverse osmosis plant. This may trigger a one off $15m penalty 
and extra costs which have been included in our revised forecast. 
 
“Normally we would not review the carrying value of HLG until June but due to deteriorating 
cashflow from legacy projects and the requirement for the injection of AED1 billion in additional 
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shareholder loans, we believe it prudent to review the carrying value of HLG. 
Conditions for our business in the Middle East are still proving to be volatile, recovery of 
receivables has not improved and the winning of new projects remains slow,” said Mr Stewart.  
 
“While some new work has been awarded recently, including a joint venture to build the ~$585 
million Al Mafraq Hospital in Abu Dhabi and the ~$105 million Abu Dhabi Islamic Bank’s new 
headquarters in Abu Dhabi, other opportunities remain slow to come through.  
 
“We have revised down our estimates of the contribution to be booked from the HLG business 
for the remainder of the year due to provisioning, including receivables. Leighton’s equity 
accounted share of this expense is worth $120 million,” said Mr Stewart. 
 
“However, the additional provisioning and shareholder funding required in the current year 
impacts the carrying value of the asset. We have written down the book value of investment in 
HLG by a further $200 million, reflecting our revised expectation of future earnings from that 
business. 
 
“This combination of the provisioning and increased impairment results in a revised book value 
for HLG of $525 million,” said Mr Stewart.  
 
The attached Appendix details the write-backs and impairments and provides a reconciliation 
of the Company’s old and new profit forecasts for the 2010/11 financial year.  
 
“Moving forward we will be changing the way we tender and deliver major projects. We will be 
enhancing our focus on tender accuracy and risk identification, adequate pricing of risk, 
adequate time allowances, project delivery and risk management, and client cooperation and 
issues that could impact project performance,” said Mr Stewart.   
 
“We believe that we have valid claims at both Airport Link and the Victorian Desalination 
Projects and will be pursuing our rights to recover what we believe we are entitled to, however 
this will take some time.  
 
“Looking to the future, the Leighton Group is in solid shape with most of our major markets – 
particularly Australian infrastructure and resources, and the bulk of Asia – proving very 
positive. Our estimate of work in hand at the end of March is a record $46 billion which has a 
strong level of inherent profitability,” said Mr Stewart. 
 
“Since December 2010, we have been awarded an additional $4.2 billion in new work and the 
Group currently has a strong level of preferred positions.  
 
“Having worked our way through these issues carefully we expect to return to delivering the 
profits our investors expect and they should be in the range of $600 - $650 million for FY12 
with further growth beyond that,” said Mr Stewart. 
 
 
ENDS 
 
Issued by Leighton Holdings Limited  ABN 57 004 482 982  www.leighton.com.au 
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Further information:  
MR DAVID STEWART Chief Executive Officer   T (02) 9925 6077   or 
MR PETER GREGG Chief Financial Officer   T (02) 9925 6048 
 

 

LEIGHTON HOLDINGS LIMITED, founded in Australia in 1949, is the parent company of one of the world’s major project 
development and contracting organisations. We are also the world’s largest contract miner. Listed on the Australian 
Stock Exchange since 1962, Leighton Holdings is a top 30 company by market capitalisation and has its head office in 
Sydney, Australia.  Leighton Holdings owns seven diverse and independent operating companies: Leighton Contractors, 
Thiess, Leighton International, Habtoor Leighton Group, John Holland, Leighton Asia and Leighton Properties. These 
operating companies provide development, construction, contract mining, and operation and maintenance services to the 
infrastructure, resources and property markets. They operate in more than 20 countries throughout Australia, Asia and 
the Middle East from headquarters in Australia, Hong Kong, Kuala Lumpur and Dubai. These operating companies 
directly employ around 49,802 employees and each function autonomously with its own Board and Managing Director. 
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Appendix 
 
Reconciliation of Old and New NPAT Forecast 
 
 Pre-tax 

impact ($m) 
Post-tax 

impact ($m) 
NPAT 

($m) 
Forecast as of Feb 2011   480 

Airport Link Project write-back (470) (329)  
Victorian Desalination Project write-back (282)  (197)  
Habtoor Leighton Group equity impairment       (200)  (200)  
Habtoor Leighton Group expense (120) (120)  
Other  (76) (61)  
Total (1148) (907)  

Forecast as of 11 April 2011   (427) 
    
 
Explanation of Impacts to Profit Forecast  
 
• Airport Link – the project was originally budgeted to report a profit before tax of approximately 

$407 million which was revised as of the updated guidance provided to the market in 
November 2010. Increased design costs, both due to hours worked and rates incurred, higher 
quantities of materials than budgeted, increased staff costs and higher tunnelling costs than 
expected have all contributed to project cost overruns. The project is now expected to report a 
loss before tax of $430 million representing a deterioration since November 2010 of $560 
million. 

• Victorian Desalination project – poor productivity, extra staffing costs and wet and windy 
weather have impacted the construction on site. Previously forecast to report a profit before 
tax of $288 million, the result has been revised down by $282 million to a profit before tax of 
$6 million. The wet weather and labour productivity have increased the costs to complete and 
resulted in delays to the schedule, which may also see Thiess incur extra costs for late supply 
which are included within Thiess’ revised forecast. 

• Habtoor Leighton Group equity impairment and expense – the valuation of the Leighton 
Group’s investment in HLG is based on a discounted cash flow which makes assumptions as 
to likely project wins, market growth rates, recovery of legacy receivables, etc. Recent months 
have seen additional funding requirements and little progress in the recovery of outstanding 
receivable to support the earnings outlook or the valuation. This valuation was previously 
written down during the half year to 31 December 2010 from $1,144 million to $845 million.  

• Other – in reviewing the Group’s portfolio of projects a number of individual impairments have 
been taken which are a combination of asset write downs and contract cost adjustments offset 
by forecast gain on sale of interest in an investment. 
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