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Important note regarding
terminology used in this
Annual Report

In this Annual Report, we present
financial measures that we believe
are customarily used by our Auktralian
investors. In each case where we
present one of these measures, the
equivalent US GAAP financial measure
is defined in the Definitions section

of this Annual Report on page 58,
Specifically, these measures include
“EBIT”, “EBIT Margin”, “Operating
profit from continuing operations
before income taxes”, "Operating
profit from continuing operations”,
and “Net operating profit including
discontinued operations”. The
Definitions section also includes other
terms that we use for measuring our
sales volumes ("million square feet
{mmsf)” and “thousand square feet
{msf)”); financial ratios (“Net Debt
Payback”, “Net Debt” and “Gearing
Ratio”); and the definitions for Non-
US GAAP financial measures (“EBIT
and EBIT Margin before SCI and other
related expenses”, “Operating profit
from continuing cperaticns excluding
SCI and other related expenses”,

and “Adjusted EBITDA"). All results
presented herein are from continuing
operations, unless otherwise stated.

About James Hardie

James Hardie Industries NV

(James Hardie, or JHI NV} is a leading
international building materials group
that produces a wide range of fibre
cement building products used in the
exterior and interior of buildings, from
exterior cladding and internal lining,
to fencing, bracing and decorative
finishes.

Our operations span the United
States, Australia, New Zealand, the
Philippines and Chile. We are aiso
establishing a presence in Europe.
We employ over 3,000 people who
generate revenue of more than
US$1.2 billion a year.

In every country in which we operate,
our goal is to capitalise on our
extensive research and development
programs, our unique manufacturing
technalogy and our differentiated
products to create wealth for our
shareholders, value for our customers
and rewarding careers for our
employees.
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James Hardie remains committed to growing its leadership position
in fibre cement.

This year’'s Annual Report describes our efforts to achieve this goal,
leveraging off our superior product and process technology,
differentiated fibre cement products, and dedicated employees.

We believe we are the best in the world at making fibre cement.
Compared to our competitors, we can build production capacity
more quickly and at lower cost, and we can achieve higher
throughputs at higher levels of quality, and at lower cost. We can
maintain this advantage through operating discipline, and continued
investment in process technology and product development.

We expect to continue to grow the company organically through
further market penetration and product innovation.

Recognising the vital role our employees play in our success, we
continue to focus on creating a safer workplace and a more rewarding
work environment, and on developing our most talented people to
enable them to contribute to our future.

Our goal is to make a productive contribution to the communities
in which we operate, in a way that reflects the highest possible
standards of corporate governance.

14%

increase in EBIT,

from US$172.2 million
) .

q

96.2 million
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(Millions of US dollars) 2005 2004 % Change
Net Sales

USA Fibre Cement $ 939.2 $ 738.6 27
Asia Pacific Fibre Cement 236.1 2108 7
Other Fibre Cement 35.1 23.5 49
Total Net Sales $1,210.4 $ 981.9 23
Net Sales $1,210.4 $ 09819 23
Cost of goods sold (784.0) (623.0) 26
Gross profit 426.4 358.9 19
Selling, general and administrative expenses (174.5) (162.0) 8
Research and development expenses (21.6) (22.6) (4)
Special Commission of Inquiry and other related expenses (28.1) - -
Other operating expenses (6.0) (2.1) -
EBIT 196.2 172.2 14
Net interest expense (5.1) (10.0) (49)
Other (expense) income (1.3) 3.5 -
Operating profit from continuing operations before income taxes 189.8 165.7 15
Income tax expense (61.9) (40.4) 53
Operating Profit From Continuing Operations $ 1279 $ 1253 2
Net Operating Profit Including Discontinued Operations $ 126.9 $ 1206 (2)
Effective tax rate from continuing operations 32.6% 24.4%

Volume (mmsf)

USA Fibre Cement 1,855.1 1,519.9 22
Asia Pacific Fibre Cement* 376.9 362.1 4
Average net sales price per unit (per msf)

USA Fibre Cement US$ 506 USS 486 4
Asia Pacific Fibre Cement” A$ 846 A3 862 (2)

*See Endnotes on page 58

— Total net sales increased 23%, from US$981.9 million to US$1,210.4 million.

— Gross profit increased 19% from US$358.9 million to US$426.4 million due to improvements
in all our major businesses.

- Gross profit margin decreased 1.4 percentage points to 35.2%.
- EBIT increased 14% from US$172.2 million to US$196.2 million.
- The EBIT margin decreased 1.3 percentage points to 16.2%.

- Operating profit from continuing operations increased from US$125.3 million to US$127.9
million. Operating profit from continuing operations includes SCI and other related
expenses of US$28.1 million and a related tax benefit of US$5.8 million. Operating profit
from continuing operations excluding SCI and other related expenses increased 20% to
US$150.2 million.

— Net operating profit including discontinued operations was down slightly from US$129.6
million to US$126.9 million.

— As a percentage of sales, Selling, general and administrative expenses were 2.1 percentage
points lower, at 14.4%.

- Diluted earnings per share from continuing operations increased from US 27.2 cents to
US 27.7 cents for the full year.

James Hardie Annua! Report 2005 3
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from US$738.6 million
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USA Fibre Cement — Net sales in Australia and New
~ Net sales increased 27% from Zealand increased 8% from

US$738.6 million to US$939.2 US$195.5 million to U$210.1

million. million due to higher average net

sales price and favourable foreign

— Sales volume increased 22%
currency movements.

from 1,519.9 million square feet

to 1,855.1 million square feet. — Net sales increased 1% in
Australian dollars.

- Gross profit increased 19% and
fffffffffffff - gross profit margin decreased - In the Philippines, net
2.6 percentage points. sales increased 25% from

_ EBIT increased 24% from US$20.8 million to US$26.0

US$195.6 million to US$241.5 million, due to a 20% increase in
' ' sales volume and a 5% increase

million. ; .
in the average net sales price.
- EBIT margin decreased 0.8 of In local currency, net sales
a percentage point t0 25.7%. increased 27 %.
— Average net selling price For more information about Asia

increased 4%, from US$486 per  Pacific Fibre Cement, see pages
thousand square feet to US$506 24 — 25,
per thousand square feet.

~ West coast manufacturing Other Fibre Cement
capacity increased following the ~ — Net sales increased 49% from
addition of our new fiore cement ~ US$23.5 million to US$35.1
plant in Reno, Nevada. The plant ~ Million.

is now producing product and  _|n Chile, we increased sales
the ramp-up is progressing well.  of higher-priced, differentiated
We are in pre-production with our products and recorded a small

line in Peru, llinois, and began o .
construction of our 10th plant, ~ — Our USA Hardie Pipe business
our largest planned to date, in recorded strongly increased net
Pulaski, Virginia. sales due to increased sales
volumes and higher prices.

S T T For more information about USA

T e — Fibre Cement, see pages 20 — 23, ~ Our Europe Fibre Cement

business continued to build
awareness of our products and

Asia Pacific Fibre Cement .
grow primary demand.

— Net sales increased 7% from
US$219.8 million to US$236.1 - Our Artisan™ Roofing product,
million. made from a new lightweight

concrete roofing technology, has

been launched in all our targeted
markets in California and the
business continues to prove its
~ Gross profit increased 11% and business model.
gross profit margin increased 1.2
percentage points.

— Sales volume increased 4% from
362.1 million square feet to 376.9
million square feet.

For more information about our
Other Fibre Cement businesses,
- EBIT increased 25% from see pages 26 - 27.

US$37.6 million to US$46.8

million.

— EBIT margin increased 2.7
percentage points to 19.8%.

James Hardie Annual Report 2005 5
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The 2004-2005 year was one of
contrast for James Hardie. Operationally
the company performed exceptionally
well, particularly in the United States,
where we experienced significant growth
in sales volume, revenue and earnings.
However, the year was an extraordinarily
challenging one for James Hardie at the
corporate level, especially in Australia.

The year saw confirmation by a
Special Commission of Inquiry (SCI)
that the fund set up in 2001 to
compensate sufferers of asbestos
related diseases caused by the
products manufactured in the past
by the company’s former Australian
subsidiaries was under-funded.

The issue of asbestos compensation
has had a major impact, so it is
appropriate that we dedicate space

in this Annual Report to providing you
with a factual account of the recent
events and decisions concerning James
Hardie and asbestos compensation.
We do this on pages 12-17.

The release of our Annual Report is
determined by reporting deadlines and
not by the satisfactory resolution of
events that have significant bearing on
the future of the business. As | write this
review, work is still progressing on the
proposed Principal Agreement intended
to be signed by James Hardie and the
NSW State Government. | am hopeful
this signing is not far off, although there
are still several significant issues to be
resolved. Your Board remains committed
to a resolution, despite the many
complexities involved. The proposed
voluntary asbestos compensation
arrangements, to be contained within
the Principal Agreement, will need to

be approved by you, our shareholders,
and we expect the proposal to be the
subject of an Explanatory Memorandum,
an Independent Expert’s Report and

a shareholder vote at an Extraordinary
General Meeting, the details of which
will be communicated to you separately.

We took the SCi and the criticisms
made in its report very seriously.
However, it is important to point cut
that the report did not dispute that
the intended objective of the Board
at the time was to properly fund the
Medical Research and Compensation
Foundation (the Foundation) established
in 2001, and that it specifically
acknowledged the legality of the
establishment of the Foundation.

However, this has always been far
more than an issue of legal right or
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wrong. From a corporate governance
point of view, it is about the very real
and complex difficulties directors
may face when they attempt to

deal responsibly with community
expectations and, at the same time,
ensure the company continues to
operate successfully and with the
ongoing support of its shareholders
for the benefit of all stakeholders.

For those of us on your Board, it was
particularly hard o reconcile many of
the extensively reported allegations
made during the ingquiry with what we
know 1o be the intentions of directors
in the establishment of the Foundation.

Nevertheless, we believed it important
to confirm the underlying health of
the company’s governance. So, as
we continued to seek a workable
long-term compensation funding
solution and to ensure that business
performance was maintained, we
commissioned two independent
reviews to examine various aspects
of the company’s governance.

First, even before the release of

the SCI findings, the Board’s Audit
Committee instigated an independent
investigation into whether allegations
raised during the inquiry had any
impact on the company’s accounts to
date. We were reassured to be advised
that the integrity of our accounting
processes remained intact and there
was no impact on the accounts.

Second, we commissioned a global
review of the company’s approach
to corporate governance in each

of the jurisdictions in which we
operate. Again, this report reassured
us that the policies and practices
we use to guide our decisions

and operations are sound and
comply with the requirements of the
jurisdictions in which we operate.

In addition, in light of recent changes
o the Dutch Civil Code and Corporate
Governance Code and consistent with
best practice, we have decided to

put forward proposed amendments

to our Articles of Association for your
approval at our AGM this year.

The company has seen a number

of significant changes to the senior
management team over the past
year. In October 2004, our Chief
Executive Officer, Peter Macdonald,
and Chief Financial Officer, Peter
Shafron, resigned from the company.
| thank them for their contributions

o the company’s growih.

The Board was delighted to have
such a strong and experienced
internal candidate as Louis Gries to
appoint as Managing Director and
CEOQ. Louis’s achievements for James
Hardie over a very long period of
time have been outstanding. He is
well-known to directors, shareholders
and employees and we all place
great trust in his business expertise,
his personal integrity and his
forthrightness. We appointed Russell
Chenu as CFO at the same time,

and Louis has since recruited a new
General Counsel and appointed to
the Company’s General Management
Team a number of other outstanding
executives whose talents and values
contribute to an already highly-skilled
and effective leadership team.

At the last AGM, | spoke of a program
of Board renewal. The search is
underway for new directors with
business experience in both the USA
and Europe and the personal qualities
and values important for contributing
10 the balanced composition of this
demanding Board. The addition of
new directors will inject new ideas
and approaches and allow for the
planned transitions in a way that
ensures the continued stability of your
company. In this context, whilst Greg
Clark, Michael Brown and James
Loudoen will be standing for re-election
at the AGM this year, both Michael
and James have indicated that, if re-
elected, they plan to retire from the
Board at an appropriate time during
their forthcoming terms, following

the appointment of new directors.

As both are members of the Audit
Committee ~ Michael Brown is its
Chairman - and both designated
financial experts under the Sarbanes
Oxley Act of 2002, we will be ensuring
that their replacements also possess
the requisite financial expertise.

It is appropriate to note here that
shareholders will be asked at the
upcoming AGM to approve an
increase in the directors’ fee pool
and a new long-term equity program
to increase the proportion of fees

to be paid to directors in shares in
James Hardie so that we can remain
competitive in our remuneration

for non-executive directors.

| record the Board’s appreciation to
James Hardie's employees for their
outstanding work in the past year.

l

The excellent operating results
described in this Annual Report are
evidence of the passionate focus
and commitment with which those
who work for the company, at every
level, have applied themselves.

| include in this record of thanks

our CEOQ, Louis Gries, our senior
managers, my fellow Board members
and our external advisers. | am
indebted to you all for your support
and guidance through the exiensive
schedule of meetings and other
conversations required to enable us
to find a way to develop the asbestos
compensation proposal and ensure
that the company continues to grow
for the benefit of all stakeholders.

| also include in this group our former
chairman, Alan McGregor AO, who
retired from the Board in August 2004
and who died in February this year.
We are all indebted to Alan for the
underlying strength of the company.
He was a courageous, intelligent and
highly ethical person who provided
unstintingly generous and effective
leadership to our Board and the
company. He was also absolutely
committed to finding a resolution

to the asbestos issue in the best
interests of all those involved.

Finally, | thank you, our shareholders,
for your patience and continued
support of the company. Your ability

to see beyond the media headlines, to
understand the very real complexities
involved in the asbestos issue and

to recognise that your Board is
committed to finding a sustainable
long-term solution has been invaluable.

There is no doubt that, in the past
year, we have faced challenges of
great significance and enormous
consequence. | believe that the
results described in this Annual
Report and the proposal that we
anticipate putting to you shortly in
an Explanatory Memorandum, are
testimony to the extent to which
this outstanding company, and its
people, have risen to meet these
challenges and learned from them.

Moiedkkh.

Meredith Hellicar
Chairman

James Hardie Annual Report 2005 7
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The full year operating result was very
satisfactory, although the bottom line
was significantly affected by the costs
of the SCI and other related issues.

Qur Chairman, Meredith Hellicar, has
discussed the asbestos issue in her
report, and events surrounding the
SCl are described in more detail on
pages 12 - 17. My report deals with
the operations of the business for the
past vear.

The good resuits were broad-based,
with USA Fibre Cement EBIT up
24%; Australia and New Zealand
EBIT up 20%; very good EBIT for the
Philippines; a solid year for Chile; and
a significantly-reduced EBIT loss for
USA Hardie Pipe. Even with the SCI
and other related costs, we exceeded
all our operating targets, with net sales
growth of 23%, EBIT margin of
18.2% and Return on Shareholders’
Funds of 22.4%.

USA Fibre Cement

Our USA Fibre Cement net sales grew
27% to achieve annual net sales of
US$939.2 million. Sales volume was
up 22%, average net sales price was
up 4%, EBIT was up 24%, and our
EBIT margin of 25.7% was down
slightly on last year. These results
reflect strong growth in primary
demand across all of our major US
rnarkets.

These results were assisted by higher
prices and product margin expansion.
QOur increased net sales price reflects
both the impact of market increases
and the product mix benefits we

get from growth in higher priced
differentiated products.

Cur ColorPlus® technology strategy,

a key growth initiative in our emerging
markets, is progressing well as our
capacity builds and demand increases.

We continue to successfully implement
our US market strategy to grow
demand for fibre cement and maintain
a high category share through a
differentiated product strategy.

Asia Pacific Fibre Cement

We achieved a very good result, with
net sales up 1% in Australian dollars,
and 7% in US dollars; sales volume up
4%; EBIT up 25%; and EBIT margin
up to 19.8%.

Our Asia Pacific strategy is now very
similar to that in the US, in that we are
attempting to shift this business into
one that can grow primary demand
roughly 5% a year.

Our aim is to grow demand for fibre
cement and increase category share
through a more intense focus on
differentiated product opportunities.

Australia and New Zealand Fibre
Cement net sales increased 8%

to US$210.1 million, due to higher
average net sales price and favourable
foreign currency movements.

The Philippines had a geod year:
net sales were up 25% to US $26.0
million; EBIT doubled.

Other Fibre Cement

The Chilean business has also been
doing a good job, generating EBIT
improvements and top-line growth.

We are close to EBIT break-even

in the USA Hardie Pipe business,
as we continue to focus on the
fundamentals of product positioning
and manufacturing capability.

Europe Fibre Cement is progressing
as planned, with net sales building
as we work to develop a market
opportunity with enough scale to
pursue fonger term.

The Artisan™ Roofing product, made
from a new lightweight concrete
roofing technology, was launched
during the year, and we are currently
working on market development,
further technology advancements
and ramping-up our manufacturing
capability.

Research and Development

We continue to invest heavily in
basic fiore cement R&D, spending
US $27.1 million this past fiscal year.
This is a key driver of our sustainable
competitive advantage. We continue
to invest more in fibre cement related

R&D than all other industry participants

combined.

Looking ahead

The outlook in North America is good,
with continued growth. Although the
housing market forecasts are for flat to
slightly down activity levels, we expect
to continue to grow from increased
primary demand by capturing market
share from alternative materials, which
we expect will provide solid EBIT and
net sales growth.

We expect the Australian market to

e fairly soft, but we have some new
product initiatives that we hope will
offset this. The New Zealand housing
market is strong and we expect this
to continue. Finally, we will continue to
get manufacturing gains from Australia
and New Zealand.

Louis Gries
Chief Executive Officer

James Hardie Annual Report 2005 9
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James Hardie’s operating performance
for fiscal year 2005 was strong: sales
were up 23%; gross profit was up 19%,;
and EBIT was up 14%. These and other
results are discussed in more detail in
Management’s Discussion & Analysis

on pages 46 - 58.

Operating cash flow generation was
up 35% to US$219.8 million, through
continued strong performance and
better working capital management,
assisted by the buoyancy of the US
residential housing market. This led to
a 56% reduction in net debt to
US$45.8 million.

Operating costs for the full year included
SC! and related expenses of US$28.1
miltion, and other operating expense of
US$6.0 million which included a US$5.3
million charge for a settlement loss

on a defined benefit superannuation

{or pension) plan for employees of our
Australian operations. Operating profit
from continuing operations was up 2%
to US$127.9 million. Operating profit
from continuing operations excluding
SCl and other related expenses for the
full year was higher at US$150.2 million,
an increase of 20%. We continued to
invest in Research and Development -
US$21.6 miflion during fiscal year 2005.

EBIT for USA Fibre Cement was up
24% to US$241.5 million and for Asia
Pacific Fibre Cement was up 25% to
US$46.8 million,

Net interest expense declined by 49%,
although this improvement is largely
due to capitalising US$4.3 million
more interest expense in fiscal year
2005 compared to fiscal year 2004
because we had higher levels of major
construction projects and significant
capacity expansion expenditure
underway.

The effective tax rate for the year was
32.6%. We expect this to be about
30% for fiscal year 20086, although it
may eventually be different due to a
number of factors, including the level
of deductibility of SCI and other related
expenses and the geographic mix of
earnings.

Adjusted EBITDA of US$232.5 million
for the full year is up by 11% from
the prior year.

Our capital expenditure? for the year
increased significantly to US$153.0
million. Most of this was spent on
capacity expansion in the United States,
including the Reno, Nevada, plant, and
the trim line and ColorPlus® finishing

technology manufacturing capacity
at our Peru, llinois, plant. We also
announced construction of our 10th
plant, our largest planned to date, in
Pulaski, Virginia at an estimated cost
of US$98 million,

Our key performance ratios for the
year show:

A slight increase in basic earnings per
share from continuing operations from
US 27.4 cents to US 27.9 cents;

A return on shareholders’ funds of
22.4%;

A slight rise in return on capital
employed, from 23.4% to 23.6%;

— A decline in EBIT margin from 17.5%

to 16.2%; however EBIT margin
before SCI and other related expenses
was 18.5%.

Our gearing ratio decreased from
17.0% to 6.8%;

- Our net interest expense cover

improved from 17.2 times to 38.5
times;

Our net interest paid cover improved
from 14.7 times to 18.3 times; and

Net debt payback was down from
7.6 months to 2.5 months.

Part of the decline in the return on
shareholders’ funds and the increase
in return on capital employed is a
result of the financing structure of
the company, where we have reduced
reliance on debt and increased
reliance on equity. Although we
currently have extraordinarily low
debt, that is likely to change with

the initial funding payment and on-
going annual contributions proposed
for the asbestos compensation
arrangements.

The financial indicators, particularly
debt service capacity — as indicated
by net interest expense cover, net
interest paid cover, and net debt pay
back - show our current financial
strength.

Danitt. Chrasnnc

Russell Chenu
Chief Financial Officer

James Hardie Annual Report 2005 11
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In the past year, much has been

said about what James Hardie did
and sought to do in relation to the
establishment of the Medical Research
and Compensation Foundation

("the Foundation”) and James Hardie’s
subsequent group restructuring.
These were complex transactions
which have frequently been
misunderstood or misrepresented,

as have the company’s actions and
objectives.

To facilitate a more informed
understanding, we have set out
below some of the key eventis and
their context.

PRIOR EVENTS

16 February 2001

The Board of James Hardie Industries
Limited (“JHIL", now ABN 60)
established the Foundation to provide
financial compensation for those with
asbestos-related diseases and, at the
same time, to assist James Hardie to
focus on the pursuit of international
growth opportunities by removing
asbestos liabilities from its balance
sheet.

The Foundation was created as a
dedicated organisation to manage

and deal with the asbestos liabilities

of the former subsidiaries of JHIL which
were transferred to it.

As part of considering the establishment
of the Foundation, the JHIL Board
commissioned and received actuarial
advice as to the actuarial best-estimate
of future asbestos claims. That advice
was believed by the JHIL directors to be
a reliable actuarial report, partly because

it was broadly consistent with previous
such reports provided to JHIL over a
number of years. Taking into account
that advice, the Foundation was
provided with A$293 miltion of cash
funds as well as income-producing
assets, including additional funding
provided by JHIL itself, to meet the
actuarial best estimate of future claims.

The money provided to the Foundation
included funds for medical research
aimed at finding treatments and cures
for asbestos-related diseases and it
continues to be involved in this area.

The board of JHIL at the time
considered these arrangements were
in the best interests of both JHIL and
asbestos claimants.

29 October 2003

In the course of filing its year-end
financial accounts, the directors of
the Foundation announced that they
had obtained revised actuarial advice
which predicted a future total fiability
of A$1.089 billion which resulted

in an estimated funding shortfall of
approximately A$800 million. This
shortfall was at odds with the actuarial
advice that JHIL directors had
previously received and which they
had thought was reliable.

In considering how it could offer the
Foundation further funding, in the
interests of all stakeholders, James
Hardie directors needed to work
through a huge range of complex
factors, which took (and which
continue to take) considerable time.

25 February 2004

The NSW State Government
announced that Mr David Jackson QC
would conduct a Special Commission
of Inquiry (SCI) into the establishment
of the MRCF (the Foundation).

James Hardie welcomed the SCI but
expressed concern that the terms of
reference failed to examine the impacts
of the alleged blow-out in asbestos
liability claims on all parties, including
the NSW Government.

16 March 2004 (to 13 August 2004)
The SCi held public hearings at

which the Commissioner and
representatives of all those admitted
to appear guestioned individuals
about the events being considered

by the SCI. James Hardie pursued a
policy of dealing with the issues to be
addressed in the Commission and not
in the media. We sought at all times
to be respectful of the Commission
and complied with all requests that
the Commission made of us in terms
of providing information and making
available company officers and
employees.

7 June 2004

The different actuarial estimates,
which led to varying shortfall figures,
and the known excesses in the
claims system, did not provide any
basis for assessment of affordability
and certainty for the Board to
consider the development of a
funding propesal that might be put
to shareholders. Therefore, James
Hardie commissioned a new actuarial
report from KPMG Actuaries, and
submitted it to the Commissioner on
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7 June 2004. The report provided

an independent actuarial review of
future asbestos liabilities of the former
James Hardie subsidiaries Amaca and
Amaba, as well as KPMG Actuarigs’
view of historical and then-current
projections by other actuaries and
highlighted “an unforeseeable upward
trend” in claims numbers and average
claims costs in recent years.

Based on the information that would
have been available to actuaries,
Trowbridge, at the time it prepared its
actuarial report for JHIL in February
2001 (and upon which the funding for
the Foundation was based), KPMG
Actuaries believed its best estimate
would have been in the order of
A$694m. The equivalent Trowbridge
figure at that date was A$323m.
James Hardie directors expressed their
concern at the different figures, and
announced they were considering the
implications of the report.

30 June 2004

Following hearings, but in advance

of the deadline for submissions from
all parties, Counsel Assisting the SCI
released his Issues Paper, making
contentions about the actions of

the company and its officers. In
accordance with the processes of the
Commission, James Hardie undertook
to respond to these contentions in its
submission to the inquiry.

14 July 2004

The Board announced that it would
recommend that shareholders approve
the provision of additional funding to
enable an effective statutory scheme to
be established to compensate future
claimants for asbestos-related injuries
caused by former James Hardie
Australian subsidiary companies. The
company confirmed its wilingness

to contribute to a resolution in the
best interests of all parties, including
current and future Australian asbestos
claimants against the Foundation,
James Hardie shareholders and other
constituents.

A submission discussing these issues
was provided to the SCI in response to
Term of Reference 4. The submission
did not propose a cap on payments to
claimants and did not impose detailed
requirements by the company because
the Board believed it best to make the
broad proposal and to leave the details
for subsequent discussion. It did,

however, seek a significant reduction
in legal costs in light of these being a
large component of the total liabilities
and the extensive cost savings that

it had identified could be achieved
without detracting from the rights of
claimants.

19 July 2004

The Board announced the
establishment of a Board Special
Committee to oversee the company’s
further participation in the SCl,
including reviewing the SCl's report
and recommending appropriate
actions in response to its findings;
and overseeing any developments
or discussions of suitable
arrangements to ensure all legitimate
claimants receive fair and equitable
compensation.

28 July 2004

All parties’ supbmissions to the SCI
were released. In its submissions,
James Hardie vigorously defended
the company, its directors and
officers against allegations made in
others’ submissions and confirmed
the company's ‘earlier proposal

for a Board recommendation that
shareholders approve the provision

of additional funding if an effective
statutory scheme was established. The
submission outlined the key principles
of a proposed scheme which, again,
did not include a cap on payments to
claimants.

11 August 2004

James Hardie Chairman, Alan
McGregor, resigned due to ill health
and Meredith Hellicar was named as
the company’s Chairman. In public
statements following her appointment,
Ms Hellicar apologised to those
affected by asbestos for the stress
and uncertainty caused because the
Foundation set up to meet their claims
proved to have insufficient funding, and
confirmed plans 1o put to shareholders
a proposal that the compensation to
which these people are entitled be
continued to be provided in a manner
that is speedy, fair and equitable.

12 August 2004

In its concluding submissions to the
SCl, James Hardie provided more
detail about the scheme proposed
in its 14 July offer to recommend

o shareholders that they fund an
appropriate scheme. While affirming
the company'’s legal position, the

Board said it believed the proposal
would be in the best interests of
asbestos claimants and their families,
as well as the best interests of James
Hardie shareholders.

13 August 2004

In response to questions from

Mr Jackson in the SCI, James Hardie
provided additional information about
its funding proposal.

10 September 2004

James Hardie deferred a resolution

to adopt its annual Dutch GAAP
accounts for the year ended 31

March 2004 at its upcoming AGM to
provide the opportunity, if necessary,
to accommodate any impact the SCl's
report might have on the company’s
financial statements. The company
also announced that its Audit
Committee had commissioned an
internal investigation, to be conducted
by independent legal and other
advisors, to investigate any potential
impacts on the financial statements of
the various allegations of illegal acts
made during the SCl’s proceedings.

15 September 2004

James Hardie Chairman, Meredith
Hellicar, delivered her address to the
company’s Annual Information Mesting
of Security Holders in Sydney. Ms
Hellicar reassured holders that the
Board was focussed on finding a
solution that:

addressed in an affordable way, the
issue of funding compensation for
victims of asbestos-related diseases
caused by James Hardie's former
Australia