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About this

report

Materiality

A matter is considered material if senior
management and those charged with
governance believe it could significantly
impact the value created and delivered
in the short, medium and long term.

We identify and capture material matters
through the following processes:

« Project Control Group (PCG) sessions,
which include key internal stakeholders
and represent the governance structure

for overseeing the completion of the
Annual Report

» Capturing feedback through
engagement and research during
the financial year from key external
stakeholders including investors,
analysts, and other relevant groups

» Engagement with the Board

« Confirming that the strategy is
consistent and relevant with the
information collected above.

Our focus areas

We have five focus areas that create
long term value. They underpin our
ability to create safe, economic and
sustainable outcomes. Our success
is measured by the value we create
in these five focus areas and can be
found throughout this report.

The Lendlease Annual Report 2020 has been prepared

with reference to the International Integrated Reporting (IR)
Framework that encourages businesses to consider what
creates value for them and how this value contributes to long
term sustainable returns for securityholders.

The outcomes of these processes are the

material issues noted on page 44 and 45,
and in the section Our Business on pages
1410 27.

Directors’ Report and Operating and
Financial Review (OFR)

The required elements of the Directors’
Report, including the OFR, are featured

on pages 4 to 141 of this report and include

the sections: Our Business, Creating
Together, Managing and Measuring
Value, Risk, Climate Related Risks and
Opportunities, Performance and Outlook,
and Governance.

The OFR is covered specifically on pages

4 to 89. All non financial metrics included
in the Directors’ Report on pages 4 to 75
have been verified through our internal
verification process. The Remuneration
Report on pages 106 to 137 and the

Financial Statements on pages 142 to 205

have been audited by KPMG.

Health and Safety

Lendlease place.

Reporting suite

Our reporting suite provides information
about the organisation and its key financial
and operational achievements including:

* The Annual Report
Features information about Lendlease,
our strategy, integrated financial and
operational performance, corporate
governance, Directors’ Report,
Remuneration Report and Financial
Statements

» Biannual Results Presentation
The current reporting period’s financial
results and detailed segment information
for projects including major urbanisation
projects, investments and pipeline

« www.lendlease.com
Includes additional information on
sustainability reporting, corporate
governance, tax compliance and
historical financial information.

Everyone has the right to go home safely. We remain committed to the
health and safety of our people, and all of those who interact with a

Financial

securityholders.

A strong balance sheet and access to third party capital enables us to
fund the execution of our pipeline and deliver quality earnings for our

Our Customers

changing world.

Our customers love the places we create when we partner effectively,
collaborate and innovate. Only through these actions can we respond to a

Our People

Our people are the greatest contributors to our success and enable us to
fulfil our vision to create the best places.

Sustainability

D@ @0

impacts.

Sustainability is core to our planning and clear in our outcomes. We have
a proud history of giving emphasis to environmental, social and economic






Chairman’s

Report

It is impossible to present our year in
review to securityholders without first
acknowledging COVID-19 and its impacts
on the regions in which we operate and
our stakeholders including our people,
securityholders and customers.

The pandemic has reshaped most aspects
of society. Governments around the world
quickly responded to help shield their
citizens and economies from the worst of
the virus'’s effects. This was, and continues
to be, an entirely appropriate course of
action. In a similar vein, the Board moved
decisively to tackle COVID-19 related

risks — including the health and safety

of our people, our customers and the
communities in which we operate, as well
as our operations and our balance sheet.

A Board subcommittee, which was formed
in March 2020, had primary oversight of
the Group’s response to COVID-19.

Health and Safety

This past year has reinforced that the
health and safety of our people, and
those who interact with our operations,

is Lendlease’s number one priority. This
year the Group recorded our lowest
incident frequency rates for both Critical
Incidents and Lost Time Injuries since we
began reporting these metrics.

Notwithstanding this strong performance, a
construction worker tragically passed away
in hospital from an infection contracted
following surgery after a critical incident

on one of our sites in Kuala Lumpur. This
provides a strong reminder of why we

have such an unrelenting focus on health
and safety. Our sincerest condolences are
extended to the deceased worker’s family
and colleagues.

Financial Result

Lendlease reported a Statutory Loss after
Tax of $310 million, as $368 million of costs
previously flagged in February 2019 relating
to the exit of Engineering were brought to
account. While disappointing, the Board
remain confident that exiting Engineering
and focusing on our Core business is in the
best interests of securityholders.

Our first half Core profit of $308 million
was followed by a $212 million loss in the
second half of the year. Distributions to
securityholders reflect the distribution of
54 per cent of first half earnings, 30 cents
per security, and the distribution of Trust
earnings in the second half of 3.3 cents
per security.

The Board moved decisively to tackle COVID-19
related risks — including the health and safety of
our people, our customers and the communities

in which we operate.

A range of measures were implemented in
the second half of the year to strengthen
our financial position. This included raising
$1.2 billion of new equity, arranging
additional debt facilities, reducing
operating costs and reviewing project
expenditure. The equity raising provides
additional flexibility and capacity to
continue the delivery of our development
pipeline while pursuing further investment
opportunities. The equity was allocated
48.4 per cent to Lendlease Corporation
and 51.6 per cent to Lendlease Trust.

This allocation will enable the Group to
continue to implement its strategy of
conducting its active business in Lendlease
Corporation, while holding its passive
assets in Lendlease in an efficient manner,
and will provide the Trust with additional
capacity for investments to grow recurring
earnings within the Group'’s overall
portfolio management framework.

The Group entered FY21 in a strong
financial position with cash and cash
equivalents of $1.6 billion, undrawn
debt facilities of $4.2 billion and gearing
of 5.7 per cent.

Board Renewal

During the year, we continued to focus
on our program of Board renewal and
appointed two new Non Executive
Directors, Margaret Ford OBE and
Robert Welanetz.

However, given the disruption caused by
COVID-19, including continuing global
travel bans and ongoing time zone
challenges, Margaret has elected to

step down from the Board. Margaret will
continue to assist the Lendlease Board in
respect of the Group’s Europe operations
in an advisory capacity. Margaret has
expressed a willingness to re-join the
Board once the COVID-19 restrictions
have significantly subsided.

Robert, who brings significant
international experience in our core
sectors of Development and Investments,
continues to serve as a Non Executive
Director and will be standing for election
at the Annual General Meeting.

After more than eight years of service,
Colin Carter will retire at the conclusion of
our 2020 Annual General Meeting. During

his tenure, Colin made an outstanding
contribution, including oversight of the
Board’s long term renewal and succession
strategy and Board performance
assessment. His depth of experience in
strategy, sustainability and governance

has helped shape Lendlease’s position on
these critical issues. On behalf of the Board,
| thank Colin for his unwavering support.

More broadly, | am confident the Board
has the right mix of skills, experience and
diversity to govern Lendlease in the best
interests of all our stakeholders.

Executive Reward Strategy

In this challenging year, the Board has
considered a number of factors when
determining remuneration outcomes
for our CEO and senior executives.

While the business performed well during
the first nine months of the year, the dual
impacts of COVID-19 and accounting

for the costs associated with exiting
Engineering, resulted in a statutory loss.
On this basis, no short term award in
relation to financial performance was made
to the Group CEO or senior executives.

Based on the achievement of non financial
metrics that support long term value
creation, the Board recognised the efforts
of the CEO and senior executives via a
Deferred Equity Award vesting over two
tranches in FY21 and FY22. The Board
considered that the recognition of the
performance in this area, albeit at a
reduced quantum from prior years, to be
fair and appropriate as these contributions
position the Group for success in FY21
and beyond. Further detail on the Board’s
deliberations in this regard is provided in
the Remuneration Report.

Risk Culture

After extensive internal consultation

and testing, Lendlease’s Risk Appetite
Tolerances were approved by the Board
Risk Committee. These provide guardrails
to assist management in aligning
Lendlease’s appetite for risk with our
decision making and review processes.
They also provide a mechanism to identify,
manage and report on risks through the
lifecycle of projects and investments.

The strength and maturity of our risk
framework was evident in recent months
as we navigated through the initial phases
of COVID-19.

Lendlease Annual Report 2020 Overview —@

Sustainability

At Lendlease, we have a long and proud
history of achieving numerous sustainability
firsts. This continues to be the case.

Following deep engagement across our
entire business, including with the Board
and Global Leadership Team, Lendlease
has committed to two bold new
sustainability targets. First, market leading
carbon targets to meet our vision to

live in a world warmed by no more than
1.5°C. Second, we are aiming to create
$250 million of social value by 2025.

While recognising these new targets will
be difficult to achieve, we believe they are
worthwhile striving for, as our leadership
position on sustainability continues to be
a key competitive advantage.

Commitment to First Nations Peoples
The Board is also proud of the way we
support and implement the principles
of the UN Global Compact. Our Elevate
Reconciliation Action Plan (RAP) is one
way we demonstrate our operational
performance on human rights, and
specifically Indigenous peoples’ rights.
It outlines our commitment to First
Nations Peoples, acknowledging their
unbroken connection to country and
creating respectful relationships that
provide opportunities for equal social
and economic outcomes - this aligns to
our purpose, and is vital to meeting the
expectations of our people and those of
key relationship customers.

Looking to the Future

Finally, I would like to thank my Board
colleagues and the entire Lendlease team
for the extraordinary effort they have
made in steering Lendlease through one of
the most turbulent times in living memory.
Importantly, while we have responded
comprehensively to the challenges that
COVID-19 has thrown at us, the team
have continued to lay down the strategic
foundations that position us to create long
term value for securityholders.

M J Ulimer, AO
Chairman



Group CEO and
Managing Director’s

Report

2020 will be a watershed year in history
with the impacts of COVID-19 likely to
reshape society for years to come. | start
this report by recognising the unwavering
support and commitment of the people of
Lendlease; to each other, our customers
and to the strength of our organisation.
Our people have drawn on the resilience,
adaptability, focus and care that have long
been hallmarks of our business to steer
us through an extraordinary operating
environment.

While Lendlease delivered a disappointing
financial result for the year, we made
substantial progress on our strategic
agenda including growing and converting
the development pipeline, achieving
important planning milestones and
creating new investment partnerships to
support projects moving into delivery.

We made significant inroads into
positioning the organisation at the
forefront of sustainable development.
This included investment in people,
process and technology which has laid
the foundation to better enable and fast
track the delivery of our pipeline to meet
the needs of changing urban landscapes.

Health and Safety

Tragically, a construction worker was
seriously injured in a critical incident
on a project in Kuala Lumpur where
Lendlease is the construction manager.
He subsequently passed away from
complications following surgery.

On behalf of Lendlease, | extend my
heartfelt condolences to his family,
friends and colleagues.

It is difficult to call out positive
achievements given this tragedy, but |
do want to thank the commitment of our
teams which has enabled us to reduce
critical incident and lost time injury
frequency rates to their lowest levels
since we began reporting these metrics.

As COVID-19 set in, an extraordinary
effort was made by our teams to keep our
people, and those who interact with us,
safe and to support the continuance of
operations. This level of focus was applied
across all businesses and locations,
through adjusting office and site-based
working arrangements and quickly
introducing new policies, education and
support for employees and customers

as restrictions and social distancing
protocols became first lines of defence
against the virus.
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Lendlease’s ability to deliver transformational urban

precincts with a focus on financial, environmental
and social outcomes is being recognised globally.

This has resulted in significant growth in the
development pipeline to more than $100 billion.

To support our people, Lendlease
launched a Hardship and Wellbeing Fund
with grants to help cover expenses for
employees experiencing hardship during
the pandemic.

Financial performance

The Group'’s Core business generated
Profit after Tax of $96 million, Earnings
per Security of 15.9 cents and a Return on
Equity of 1.5 per cent. The Core business
was adversely impacted by COVID-19.

Our performance in the second half of the
year was down significantly across the
Core operations. A solid Core operating
EBITDA in the first half of $628 million
was followed by a $65 million loss in the
second half as the Group experienced

a substantial deterioration in operating
conditions.

The Group reported a Statutory Loss after
Tax of $310 million for the year ended

30 June 2020. Engineering exit costs of
$368 million after tax, along with

$19 million of goodwill impairment
relating to the anticipated completion of
the sale of Engineering, were expensed.

Progress on converting opportunities
across our urbanisation pipeline was
hindered. The impact across our
construction projects was greater in

our international regions, particularly in
cities where mandated shutdowns were
implemented. The Group’s investments
portfolio was impacted by declining

real estate values.

We implemented a range of measures

to strengthen the financial position

of the Group. Costs were reduced along
with the reassessment of capital and
project expenditure. The issuance of new
equity and the arranging of additional
debt provides the Group with the capacity
to manage through a potential sustained
downturn and positions the Group for a
market recovery.

While our financial performance was
curtailed, we achieved substantial growth
in our development pipeline, established
new investment partnerships and
extended existing partnerships.

Wherever we operate, Lendlease has
continued its partnership approach with
governments by responding to the public
health and economic crisis presented
by COVID-19. We provided practical
support, including surge capacity plans
to extend hospital infrastructure as well
as accommodation to frontline workers
and food and other supplies to the most
vulnerable members of our community.

We also shared our safety standards

to help make construction sites across
our operations globally, COVID-safe.

We acknowledge that our government
partners have adopted the same approach
and recognised the crucial role of the
property and infrastructure sectors in

the economy. The Group accessed wage
subsidy support in markets where it was
offered. Further details are set out on
page 160 of the Financial Statements.

Strategy

The cornerstone of the Group’s strategy
is to create value through the best urban
precincts in key global gateway cities.
We have demonstrated over more than
two decades our ability to deliver major
urbanisation projects, and together

with our integrated business model and
placemaking skills, have created a point
of difference few can match.

A demonstrated track record of superior
outcomes for placemaking, sustainability
and connectivity has helped us in our aim
to be the global urbanisation partner of
choice and has underpinned the strong
growth of our Investments platform.

Two new major urbanisation projects

with a combined estimated end value of
$37 billion were added to the pipeline
during the year. The unlocking of these
and other opportunities across our
targeted gateway cities has resulted in
the development pipeline more than
doubling over the last five years to above
$100 hillion. This includes a portfolio of 21
major projects across nine gateway cities.

Creating value for future generations
We aim to tackle the climate crisis head on.

We launched two new ambitious targets:
to be a 1.5°C aligned company and

to create $250 million of social value

by 2025. These were developed after
extensive analysis and consultation with
clients, partners and employees. They are
our call to action and will be a measure

of our success.

We have set market leading carbon
targets to meet our 1.5°C aligned
commitment. Net zero carbon scope 1
and 2 by 2025 and absolute zero carbon
by 2040 will be challenging but will
inspire our next generation of leaders
and we believe can be achieved while
delivering client and shareholder value.

Outlook

While the duration of the impacts of

the pandemic is uncertain, the Group
entered FY21 in a strong financial position.
Business resilience and adaptability are
critical to navigate the uncertainty the
world still faces. We have a tremendous
team and an outstanding pipeline of
projects and are well placed to drive high
quality earnings growth and pursue new
opportunities as we emerge from the
current economic challenges.

On behalf of the Group | again thank our
employees, along with our investment
partners, securityholders and financiers for
supporting Lendlease throughout the year.

Stephen McCann

Group Chief Executive Officer
and Managing Director
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FYZ20

snapshot

$37 billion

Two major urbanisation
projects secured
in London and
San Francisco Bay Area

Listed

Lendlease Global
Commercial REIT in
Singapore

Milano
Santa Giulia

New investment
partner to deliver the
$4 billion* project

#1

Ranked infrastructure
contractor for Australian
Department of Defence

Safety

Record low Critical and
Lost Time injury rates,
sadly one fatality

@)

Two

Investment partnerships
established to deliver
One Sydney Harbour
and the Victoria Cross

over station development

c.$4 billion

Paya Lebar Quarter
completed

TCFD’

Four climate scenarios
developed and published
in line with TCFD
recommendations

(%)
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48%"

Increase in
development pipeline
to $113b

©)

#1

Ranked fund in GRESB
with four funds ranked in
the global top 10

@

Australian
first

Barangaroo South named
Australia’s first carbon
neutral precinct

70%°

Increase in
residential funds under
management

&)

1.Comparative period 30 June 2019. 2. Formed post balance date. 3. Global Real Estate Sustainability Benchmark. 4. Total estimated development end value. 5. Task Force on
Climate Related Financial Disclosures. 6. Comparative period 30 June 2019.
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