Folkestone Limited

Directors’ Report
For the half-year ended 31 December 2008

Outlook

Economic conditions have deteriorated rapidly over recent months with significant improvement not expected until the
2010 calendar year. The continued volatility in financial and property markets make it very difficult to predict full year
earnings.

Financial markets continue to suffer from a severe lack of liquidity. In light of the current economic conditions and their
continuing impact on property markets for the foreseeable future, the Folkestone Board is focussed on managing its
capital resources to ensure its current stable of assets are positioned to take full advantage of any favourable change in
market conditions.

Consequently, the Board has resolved to not pay an interim dividend.
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The Board of Directors
Folkestone Limited

Level 24, 360 Collins Street
MELBOURNE VIC 3000

12 February 2009

Dear Board Members,
Folkestone Limited

In accordance with section 307C of the Corporations Act 2001, I am pleased to provide the
following declaration of independence to the directors of Folkestone Limited.

As lead audit partner for the review of the financial statements of Folkestone Limited for the
half-year ended 31 December 2008, I declare that to the best of my knowledge and belief, there
have been no contraventions of:

(i) the auditor independence requirements of the Corporations Act 2001 in relation to
the review; and

(ii) any applicable code of professional conduct in relation to the review.

Yours sincerely

AEAO/ ﬁg'ﬁu—fé {O/-/mgﬁq
DELOITTE TOUCHE TOHMATSU

M J SCHOFIELD
Partner
Chartered Accountants

Member of
Liability limited by a scheme approved under Professional Standards Legislation. Deloltte Touche Tohmatsu
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Independent Auditor’s Review Report
to the members of Folkestone Limited

We have reviewed the accompanying half-year financial report of Folkestone Limited, which
comprises the balance sheet as at 31 December 2008, and the income statement, cash flow
statement, statement of changes in equity for the half-year ended on that date, selected
explanatory notes and the directors’ declaration of the consolidated entity comprising the
company and the entities it controlled at the end of the half-year or from time to time during the
half-year as set out on pages 9 to 17.

Directors’ Responsibility for the Half~-Year Financial Report

The directors of the company are responsible for the preparation and fair presentation of the
half-year financial report in accordance with Australian Accounting Standards (including the
Australian Accounting Interpretations) and the Corporations Act 2001. This responsibility
includes establishing and maintaining internal control relevant to the preparation and fair
presentation of the half-year financial report that is free from material misstatement, whether
due to fraud or error; selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express a conclusion on the half-year financial report based on our
review. We conducted our review in accordance with Auditing Standard on Review
Engagements ASRE 2410 Review of an Interim Financial Report Performed by the Independent
Auditor of the Entity, in order to state whether, on the basis of the procedures described, we
have become aware of any matter that makes us believe that the half-year financial report is not
in accordance with the Corporations Act 2001 including: giving a true and fair view of the
consolidated entity’s financial position as at 31 December 2008 and its performance for the
half-year ended on that date; and complying with Accounting Standard AASB 134 Interim
Financial Reporting and the Corporations Regulations 2001. As the auditor of Folkestone
Limited, ASRE 2410 requires that we comply with the ethical requirements relevant to the audit
of the annual financial report.

A review of a half-year financial report consists of making enquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with
Australian Auditing Standards and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audit. Accordingly,
we do not express an audit opinion.

Liability limited by a scheme approved under Professional Standards Legislation. Méimber of

Deloltte Touche Tohmatsu



Deloitte.

Auditor’s Independence Declaration

In conducting our review, we have complied with the independence requirements of the
Corporations Act 2001.

Conclusion

Based on our review, which is not an audit, we have not become aware of any matter that makes
us believe that the half-year financial report of Folkestone Limited is not in accordance with the
Corporations Act 2001, including:

(a) giving a true and fair view of the consolidated entity’s financial position as at 31 December
2008 and of its performance for the half-year ended on that date; and

(b) complying with Accounting Standard AASB 134 Interim Financial Reporting and the
Corporations Regulations 2001.

\{)EAG ITTE Jovcte f/—fMH-TICf
DELOITTE TOUCHE TOHMATSU

A0 R

M J SCHOFIELD
Partner
Chartered Accountants

Melbourne, 12 February 2009



Folkestone Limited

Directors’ Declaration
For the half-year ended 31 December 2008

Directors’ Declaration

The directors declare that:

(a) in the directors’ opinion, there are reasonable grounds to believe that the company will be able to
pay its debts as and when they become due and payable; and

(b) in the directors’ opinion, the attached financial statements and notes thereto are in accordance
with the Corporations Act 2001, including compliance with accounting standards and giving a true
and fair view of the financial position and performance of the consolidated entity.

Signed in accordance with a resolution of the directors made pursuant to s.303(5) of the Corporations Act
2001.

On behalf of the Directors

ol

ATL Maitland O Gugli
Director Director

Melbourne
12 February 2009



Folkestone Limited

Condensed consolidated income statement

For the half-year ended 31 December 2008

Revenue

Other income

Development expenses
Construction expenses
Employee benefits expense

Changes in inventories of finished goods and work in
progress

Depreciation and amortisation expense
Consultants expense

Rental expense on operating leases
Other expenses

Finance costs

(Loss)/profit before income tax

Income tax expense

(Loss)/profit for the half-year

(Loss)/profit attributable to minority equity interest

(Loss)/profit attributable to member of the parent entity

Earnings per share
Basic earnings per share (cents per share)

Diluted earnings per share (cents per share)

The above condensed consolidated income statement is to be read in conjunction with the notes of the financial statements set out on

Consolidated

Half-year ended
31 December 2008

Half-year ended
31 December 2007

pages 14 to 17.
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$000 $000
48,650 23,841
619 -
(13,700) (628)
(28,151) (17,073)
(3,259) (2,236)
(3,754) -
(30) (56)
(65) (37)
(142) (132)
(502) (562)
(28) (21)
(362) 3,096
79 (929)
(283) 2,167
(102) 284
(181) 1,883
(283) 2,167
(0.58) 6.14
(0.57) 5.11



Folkestone Limited

Condensed consolidated balance sheet
as at 31 December 2008

Consolidated

31 December 2008 30 June 2008
$000 $000

ASSETS
CURRENT ASSETS
Cash and cash equivalents 13,615 4,756
Trade and other receivables 4,086 2,258
Inventories 21,695 32,081
Other current assets 155 309
TOTAL CURRENT ASSETS 39,551 39,404
NON-CURRENT ASSETS
Shares in associated entities 2,156 1,716
Property, plant and equipment 207 233
Deferred tax assets 1,147 105
Goodwill 2,120 2,120
TOTAL NON-CURRENT ASSETS 5,630 4,174
TOTAL ASSETS 45,181 43,578
CURRENT LIABILITIES
Trade and other payables 8,198 3,215
Short-term borrowings 10,331 10,724
Current tax liabilities 937 2,473
Short- term provisions 211 590
TOTAL CURRENT LIABILITIES 19,677 17,002
NON-CURRENT LIABILITIES
Other long-term provisions 36 40
TOTAL NON-CURRENT LIABILITIES 36 40
TOTAL LIABILITIES 19,713 17,042
NET ASSETS 25,468 26,536
EQUITY
Issued capital 19,326 19,115
Reserves 317 219
Retained earnings 5,312 6,584
Parent interest 24,955 25,918
Minority interest 513 618
TOTAL EQUITY 25,468 26,536

The above condensed consolidated balance sheet is to be read in conjunction with the notes of the financial statements set out on pages 14
to 17.
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Folkestone Limited

Condensed consolidated statement of changes in equity
For the half-year ended 31 December 2008

CONSOLIDATED

Balance at 1 July 2007

Profit for the period

Total recognised income and expense
Issue of share capital

Issue of performance rights

Dividends paid (note 4)

Balance at 31 December 2007

Balance at 1 July 2008

(Loss)/profit for the period

Total recognised income and expense
Issue of share capital

Issue of performance rights

Dividends paid (note 4)

Balance at 31 December 2008

Issued Retained Reserves  Attributable Minority Total
Capital Earnings to holders of  Interest
the parent
$000 $000 $000 $000 $000 $000
18,505 6,058 63 24,626 285 24,911
- 1,883 - 1,883 284 2,167
- 1,883 - 1,883 284 2,167
429 - - 429 - 429
- - 84 84 - 84
- (1,673) - (1,673) - (1,673)
18,934 6,268 147 25,349 569 25,918
19,115 6,584 219 25,918 618 26,536
- (181) - (181) (102) (283)
- (181) - (181) (102) (283)
211 - - 211 - 211
- - 98 98 - 98
- (1,091) - (1,091) () (1,094)
19,326 5,312 317 24,955 513 25,468

The above condensed consolidated statement of changes in equity is to be read in conjunction with the notes of the financial statements set
out on pages 14 to 17.
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Folkestone Limited

Condensed consolidated cash flow statement

For the half-year ended 31 December 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers

Payments to suppliers and employees

Interest received

Finance costs

Income tax paid

Net cash provided by (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment
Proceeds from sale of property, plant and equipment
Payment for investment in associate

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from borrowings

Repayment of borrowings

Dividends paid to members of the parent entity
Proceeds from issue of shares

Net cash provided by (used in) financing activities
Net increase (decrease) in cash held

Cash and cash equivalents at beginning of the period

Cash and cash equivalents at end of the period

The above condensed consolidated cash flow statement is to be read in conjunction with the notes of the financial statements set out on

Consolidated

Half-year ended
31 December 2008

Half-year ended
31 December 2007

$000 $000
47,566 39,832
(34,725) (48,698)
260 428
(28) (21)
(2,499) (390)
10,574 (8,849)
8 (67)

5 -

(440) (234)
(443) (301)
7,856 8,087
(8,248) (701)
(1,091) (1,673)
211 429
(1,272) 7,042
8,859 (2,108)
4,756 12,466
13,615 10,358

pages 14 to 17.
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Folkestone Limited

Notes to the condensed consolidated financial statements
For the half-year ended 31 December 2008

NOTE 1. SIGNIFICANT ACCOUNTING POLICIES

Statement of Compliance

The half-year financial report is a general purpose financial report which has been prepared in accordance with the
Corporations Act 2001 and AASB 134 ‘Interim Financial Reporting’. Compliance with AASB 134 ensures compliance with
International Financial Reporting Standard IAS 34 “Interim Financial Reporting.” The half-year report does not include notes
of the type normally included in an annual financial report and should be read in conjunction with the most recent annual
financial report.

Basis of Preparation

The condensed consolidated financial statements have been prepared on the basis of historical cost, except for the
revaluation of certain non-current assets and financial instruments. Cost is based on the fair values of the consideration
given in exchange for assets. All amounts are presented in Australian dollars unless otherwise noted.

The company is a company of the kind referred to in ASIC Class Order 98/100, dated 10 July 1998, and in accordance with
that Class Order amounts in the directors’ report and the half-year financial report are rounded off to the nearest thousand
dollars, unless otherwise indicated.

The accounting policies and methods of computation adopted in the preparation of the half-year financial report are

consistent with those adopted and disclosed in the company’s 2008 annual financial report for the financial year ended 30
June 2008.
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Folkestone Limited

Notes to the condensed consolidated financial statements
For the half-year ended 31 December 2008

NOTE 2: SEGMENT REPORTING

Business Segments

The economic entity has two business segments, both operating in Australia:

- Project Development

- Construction
Project . e .
Construction Eliminations Consolidated

Development
31 Dec 31 Dec 31Dec 31Dec 31Dec 31Dec 31Dec 31Dec
2008 2007 2008 2007 2008 2007 2008 2007
$000 $000 $000 $000 $000 $000 $000 $000
Total segment revenue 15,798 4,482 28,632 20,976 4,220 (1,617) 48,650 23,841
Other revenue B - 619 - - - 619 -
Total revenue 15,798 4,482 29,251 20,976 4,220 (1,617) 49,269 23,841
Revenue 49,269 23,841
Segment Result (2,588) 2,849 2,372 799 275 (97) 59 3,551
Unallocated expenses (421)  (455)
(Loss)/profit before income tax (362) 3,096

NOTE 3: RESULTS FOR THE PERIOD
The result for the half year has been materially impacted by provisions made against the carrying value of inventories

relating to our projects at toyotagreen Port Melbourne and 300 Millers Road Altona and a favourable one-off settlement of
the copyright infringement claim by Access Constructions.

15



Folkestone Limited
Notes to the condensed consolidated financial statements
For the half-year ended 31 December 2008

NOTE 4: DIVIDENDS
Half-Year ended 31

December
2008 2007
Recognised amounts $000 $000
Dividends paid
Final dividend for the year ended 30 June 2008 of 3.5 cents per share (2007: 4) paid
on 1 October 2008 (2007: 2 October 2007) 1,091 1,217
Special dividend for the year ended 30 June 2007 of 1.5 cents per share (2006: -) paid
on 2 October 2007 - 456
1,091 1,673

Dividends not recognised at the end of the half-year

The directors have not recommended payment of an interim dividend since the end of the half-year, compared with an
interim dividend of 3 cents per fully paid ordinary share recommended during the corresponding period in 2007.

NOTE 5: ISSUED CAPITAL

Half-year ended 31 Half-year ended 31
December 2008 December 2007
Shares $000 Shares $000
Opening balance of equity securities 30,957,195 18,934 30,427,492 18,505
Shares issued during the year
- Dividend reinvestment plan 481,662 392 529,703 429
At reporting date 31,438,857 19,326 30,957,195 18,934
NOTE: 6: CONTINGENT LIABILITIES
a) Folkestone Limited has guaranteed the performance of certain controlled entities in relation to development

agreements. These include:

e Folkestone (Bayside) Pty Ltd - Folkestone Limited owns 20% of the share capital of Folkestone (Bayside) Pty Ltd
and has provided a guarantee in favour of Capital Finance Australia Limited in relation to a loan facility for
$43.250m (drawn $29.091m) for the acquisition of Donnybrook Rd, Mickleham. The guarantee provided is
several from the other shareholder of Folkestone (Bayside) Pty Ltd and is limited to 20% of the loan facility only.

e Access Constructions Pty Ltd - Folkestone Limited has provided a parent company guarantee in favour of ING
Industrial Custodian Pty Ltd in relation to the due and punctual performance by Access Constructions Pty Ltd of
its obligations under the design and construct contracts with ING Industrial Custodian Pty Ltd for the following
projects:

o Parkwest: Signorino Tiles Warehouse and Building B (construction completed, defects liability period
expires 15 February 2009)
o Stramit : Office & Factory Development, Rear 1464 Ferntree Gully Road, Knoxfield
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Folkestone Limited

Notes to the condensed consolidated financial statements
For the half-year ended 31 December 2008

NOTE: 6: CONTINGENT LIABILITIES (CONT)

e Bertie Bridge Pty Ltd — Folkestone Limited owns 75% of the share capital in Bertie Bridge Pty Ltd. Folkestone
Limited has provided a several guarantee in favour of Trust Company of Australia Limited in relation to the due
and punctual performance by Bertie Bridge Pty Ltd of its obligations under the Development Agreement for
Toyota Business Park (Parcel B).

e Noone St Clifton Hill Pty Ltd - Folkestone Limited holds 50% of the share capital in Noone St Clifton Hill Pty Ltd.
Folkestone Limited has provided a guarantee in favour of BOS International (Australia) Limited in relation to a
loan facility for $20m (drawn $4.5m) for the development of 169 Noone Street, Clifton Hill.

[ ]

b) Access Constructions Pty Ltd has a $4m surety bond facility with QBE Insurance. As at balance date, QBE had
issued $1.9m in surety bonds to clients of Access Constructions.

The maximum bond value for any one contract must not exceed 50% of the $4m facility limit and the maximum term
of each bond is 24 months plus 12 months maintenance.

The following entities within the Folkestone consolidated group have provided a Deed of Indemnity of Guarantee
securing the performance of Access Constructions under the surety bond facility with QBE:

Access Constructions Pty Ltd Folkestone Freeholds Pty Ltd

Folkestone Developments Pty Ltd Folkestone Project Management Pty Ltd
Fenchurch Pty Ltd Folkestone (EMT) Pty Ltd in its own right and as
Folkestone (PMD) Pty Ltd trustee for the Folkestone East Melbourne Trust
Folkestone Limited Ceres House Pty Ltd

Sorrento (Vic) Pty Ltd

Each of the above contingent liabilities have been reviewed to determine whether they meet the definition of a financial
guarantee contract as defined under AASB 139. The company has determined that there is no value attributable to the
financial guarantees disclosed in this note. In assessing the liability arising from the financial guarantee contracts, the
following have been considered:

probability of default under the terms of the facility agreement to which the financial guarantee contract relates
past history of claims on financial guarantee contracts that the company has provided

other securities that the bank holds in addition to the financial guarantee contracts

value of primary asset securing the obligation to which the financial guarantee contract relates

No material losses are anticipated in respect of any of the above contingent liabilities.

At the date of this report, the directors are not aware of any liability in relation to the guarantees mentioned above that has
not been provided for in the financial statements.

Based upon these criteria, the director’s have assessed that there are no liabilities arising from the financial guarantee
contracts.
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