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Directors’ Report
For the year ended 31 March 2006

Your Directors present their report on the Company and its controlled entities for the financial year ended
31 March 2006.

DIRECTORS
The names of the Company’s Directors in office during the financial year and until the date of this report are
as follows. Directors have been in office since the start of the financial year to the date of this report unless
otherwise stated.

Simon Cheong

Louis F Milkovits

Peter K Summers

Elizabeth Sam

Herman R Hochstadt

David Tsang
Bobby Chin Appointed 18 October 2005
Bruce G Hayman Appointed 18 October 2005
David Tsang

PRINCIPAL ACTIVITIES

The principal activities of entities within the Consolidated Entity during the year were residential land
development, residential housing development and contract house building.

There was no significant change in the nature of these activities during the year.

OPERATING RESULTS
The profit of the Consolidated Entity for the financial year was $16.2m (2005: $43.5m) after tax.
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DIVIDENDS PAID OR RECOMMENDED

Dividends paid to the Members during the financial year were as follows:

$'000
Final fully franked dividend for financial year 2005, paid 22 July 2005 16,142
Interim fully franked dividend for financial year 2006, paid 20 January 2006 5,381
21,523

Subsequent to the end of the financial year, the Directors declared a final dividend of 5.0 cents per share
($10,761,317) fully franked, to be paid on 15 August 2006. The final dividend has not been provided for in
the 31 March 2006 financial statements.

The Directors have resolved to re-activate the Dividend Reinvestment Plan. The last date for the receipt of
an election notice will be 1 August 2006. Subject to the approval of the Directors, the allotment price will be
a 7.5% discount to the weighted average price of all the Company’s fully paid shares traded on the
Australian Stock Exchange during the five trading days from, and including, the date on which the shares go
ex-dividend.

Full details of the plan will be sent separately to Shareholders and are also discussed in note 7 to this
financial report.

REVIEW OF OPERATIONS

Operations:

Developments turnover increased during the course of the year, however development margins have fallen
significantly. The margin erosion was most evident in New South Wales where there have been appreciable
nominal price reductions in housing and substantial increases in both local government and state
government charges.

Contract building margins were retained at approximately previous year levels, however turnover has fallen.
The reduction in turnover was particularly evident in New South Wales where market activity has slowed
more than in any other state. This was especially the case in that segment of the market where purchasers
wish to upgrade their homes.

In consequence, the reported profit outcome is largely a result of reduced margins on increased
developments turnover and a reduction in contract building turnover.

The Company has reviewed its pricing, product and marketing strategy for contract building during the
course of the year. Such changes as necessary have been implemented and the contract signings rate from
this segment has increased appreciably. However, because of the forward contracting nature of this
business, it will take some months for the increased sales to be reflected in increased turnover.

Subject to meeting the market on price, developments sales have been largely limited by production rates.
The Company holds relatively low levels of completed and unsold development housing or vacant lots.

Debt:

Debt levels were the same as at the end of the previous corresponding period but substantially less than at
the end of the half year. The debt reduction in the second half was as a result of increased development
sales and settlements, but at some expense to margin.
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REVIEW OF OPERATIONS (continued)

Inventory:

The Company’s developable land inventory has fallen from some 10,000 lots to 8,800 lots or lot equivalents
under control. Development site acquisition opportunities are becoming increasingly abundant in the
presently depressed housing industry environment in the eastern states.

Prospects:

The Company expects to continue increasing its developments sales, but in the short term expects margins
to remain under pressure, particularly in Sydney. The Company also expects contract building contract
signings to substantially increase when compared to the year just completed.

While the market, particularly in terms of realisable margins, has been poor for the period just completed, the
longer term outlook remains favourable. There is a major under supply in the market in general, but
particularly in Sydney where various government policies have discouraged investor participation and have
impacted adversely on affordability for home owners. The shortfall in supply relative to underlying demand is
unsustainable and the Company’s increased focus on developments leaves it well positioned for the
inevitable cyclical up-turn.

AVJennings zoned development sites are increasingly located in Victoria and Queensland, making the
Company less dependent on the New South Wales market. The AVJennings land-bank of some 8,800 lots
spread across four states will provide a solid platform for future earnings growth.

Other:

There are no significant changes since the close of the reporting period, other than as disclosed in this
report.
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SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS
On 17 March 2006 the Company changed its name from AVJennings Homes Limited to AVJennings Limited.

There have been no other significant changes in the state of affairs of the Consolidated Entity during the
year other than reported in this report.

ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING
STANDARDS (AIFRS)

As a result of the introduction of Australian Equivalents to International Financial Reporting Standards
(AIFRS), the Company'’s financial statements have been prepared in accordance with these standards. This
is the first full-year financial report prepared based on AIFRS and comparatives for the year ended
31 March 2005 have been restated in accordance with the requirements of the standards. A reconciliation of
adjustments arising on the transition to AIFRS is included in note 2(x).

MATTERS SUBSEQUENT TO THE END OF THE FINANCIAL YEAR

Due to issues such as the recognition of profit on certain transactions, the Group marginally did not achieve
one of its financial banking conditions. Even though all other conditions were met and the banks have
ratified the banking condition not achieved at year end, subsequent to the end of the financial year,
AASB 101 Presentation of Financial Statements, requires that the Group’s interest bearing liabilities be
disclosed as a current liability. Notwithstanding this disclosure, the Directors do not anticipate that the
majority of interest bearing liabilities will be required to be repaid within the next twelve months. If the
31 March 2006 accounts had been prepared taking into account the subsequent ratification, then
$155 million of current liabilities would have been re-classified as non-current liabilities.

The Company has received approval to change its year end to 30 June. This is largely to overcome revenue
recognition timing uncertainties given that the Company’s peak selling months are February and March.
Additionally, the Company’s present year end reporting date is uncommon and the changed date will simplify
compliance and reporting.

Except for the declaration of the final dividend discussed earlier and in note 7, as well as the matters relating
to the interest bearing liabilities and the change to the year end date referred to above, no other matter or
circumstance has arisen since 31 March 2006 that has significantly affected, or may significantly affect:

i. the Consolidated Entity's operations in future financial years; or
ii. the results of those operations in future financial years; or
iii. the Consolidated Entity's state of affairs in future financial years.

FUTURE DEVELOPMENTS, PROSPECTS AND BUSINESS STRATEGIES

Likely developments in the operations of the Consolidated Entity and the expected results of those
operations have not been included in this report as the Directors believe, on reasonable grounds, that the
inclusion of such information would be likely to result in unreasonable prejudice to the Consolidated Entity.

ENVIRONMENTAL REGULATION

The Consolidated Entity's activities are subject to State and Federal legislation regulating building and the
development of land. The Consolidated Entity's practice is to apply for, and comply with the requirements
and conditions relating to, all permits, approvals, licences and consents that are required to carry out its
operations. To the best of the Directors' knowledge all activities are, and have been, undertaken in
compliance with these requirements.
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INFORMATION ON DIRECTORS

Simon Cheong B.Civ.Eng. MBA

Director since 20 September 2001. Mr Cheong has over 22 years experience in real estate, banking and
international finance. He currently serves as Chairman and Chief Executive Officer of SC Global
Developments Limited. Mr Cheong has formerly held positions with Citibank (Singapore) as their Head of
Real Estate Finance for Singapore as well as with Credit Suisse First Boston as a Director and Regional
Real Estate Head for Asia (excluding Japan). In 1996, Mr Cheong established his own firm, SC Global Pte
Limited, a real estate and hotel advisory and direct investment group specialising in structuring large and
complex transactions worldwide. Resident of Singapore.

Responsibilities:
Chairman of the Board, Non-Executive Director, Chairman of Investments Committee, Member of
Remuneration Committee, Member of Nominations Committee.

Directorships held in other listed entities:
SC Global Developments Limited, Chairman and Chief Executive Officer, since 14 March 2000.
Blu Inc Group Limited (now known as Vantage Corporation Limited), from 4 March 2000 to 4 March 2004.

Louis F Milkovits B.Sc. B.Ec.

Director since 3 May 1999. Mr Milkovits has been Managing Director and Chief Executive Officer of
AVJennings Limited since May 1999. Prior to joining the Company he held senior positions in the Defence
Housing Authority, including three years as its Managing Director. His earlier work encompassed all
commercial and residential property development for the Australian Government in the state of Victoria, and
development of housing industry models and general econometric and mathematical research. Resident of
Melbourne.

Responsibilities:
Managing Director, Chief Executive Officer, Member of Investments Committee.

Directorships held in other listed entities:
None

Peter K Summers B.Ec. CA

Director since 27 August 1998. Mr Summers has been employed with the Company and its related
corporations since 1984. During that time he has held various management roles in, and Directorships of,
these companies. He was appointed Chief Financial Officer of the Company in 1995 and became Finance
Director in August 1998. Mr Summers is a Chartered Accountant, having worked previously with Price
Waterhouse, and is a member of the Finance and Treasury Association. He has extensive experience in
general and financial management as well as mergers and acquisitions. Resident of Melbourne.

Responsibilities:
Finance Director, Chief Financial Officer.

Directorships held in other listed entities:
None
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INFORMATION ON DIRECTORS (Continued)

Elizabeth Sam B.A. Hons (Econ)

Director since 20 September 2001. Mrs Sam has over 40 years experience in international banking and
finance. She has served on numerous high level Singaporean Government Financial and Banking Review
Committees and was the Chairman of the International Monetary Exchange from 1987-1990 and 1993-1996.
She is currently a Director of Boardroom Limited and SC Global Developments Limited. Resident of
Singapore.

Responsibilities:
Non-Executive Director, Chairman of Remuneration Committee, Member of Audit Committee.

Directorships held in other listed entities:

Kasikorn Bank Limited, since 29 March 2001.

Boardroom Limited, since 15 August 2000.

SC Global Developments Limited, since 23 July 2002.

Blu Inc Group Limited (now known as Vantage Corporation Limited), from 30 July 2001 to 4 March 2004.

Herman R Hochstadt B.A (Hons), AMP(Stanford-Insead)

Director since 30 June 2004. Mr Hochstadt has over 40 years of experience in public administration and
finance in several Singapore government departments including over 10 years in the Ministry of Finance and
Monetary Authority of Singapore, and in businesses including as Chairman of the Export Credit Insurance
Corporation of Singapore and the Neptune Orient Lines & APL and on the Board of Singapore Airlines. He
was Chairman of the Singapore Turf Club and a member of the Economics Development Board, Inland
Revenue Authority of Singapore, Mass Rapid Corporation, Port of Singapore Authority and National
Productivity Board and served as Special Advisor to the Port & Maritime Authority of Singapore and as High
Commissioner for Singapore to Botswana, Mauritius, Namibia, South Africa, Swaziland and Tanzania. He is
currently a member of Singapore’s Presidential Council for Minority Rights and Pro-Chancellor of Nanyang
Technological University. Resident of Singapore

Responsibilities:
Non-Executive Director, Chairman of Nominations Committee, Member of Audit Committee, Member of
Remuneration Committee.

Directorships held in other listed entities:
None

Bobby Chin CA (ICAEW), B. Acc

Director since 18 October 2005. Mr Chin joins AVJennings from KPMG Singapore where he served for 31
years and was Managing Partner from 1992 until September 2005. He serves on the Boards of several
public institutions including Singapore Totalisator Board, Competition Commission of Singapore and
Singapore Management University. Mr Chin is an active member of the Singapore business community
serving on the Councils of Singapore Business Federation and the Singapore Chinese Chamber of
Commerce and Industry. He is a member of the Institute of Certified Public Accountants in Singapore, and
an associate member of the Institute of Chartered Accountants in England and Wales. In 2003, he was
awarded the Public Service Medal in Singapore. Resident of Singapore.

Responsibilities:
Non-Executive Director, Chairman of Audit Committee, Member of Nominations Committee.

Directorships held in other listed entities:

Yeo Hiap Seng Limited, since 15 May 2006.

Stamford Land Corporation Limited, since 2 May 2006.

The Straits Trading Co Limited, since 18 November 2005.
Oversea-Chinese Banking Corporation Limited, since 1 October 2005.
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INFORMATION ON DIRECTORS (continued)

Bruce G Hayman

Director since 18 October 2005. Mr Hayman has over 40 years commercial management experience with 20
of those at operational Chief Executive or General Manager level. He is currently Chairman of Chartwell
Management Services where he brings his very wide business experience to clients by way of the business
performance and coaching programs he offers. He has fulfilled senior management roles both in Australia
and overseas for companies such as Nicholas Pharmaceutical group, Dairy Farm group, Hong Kong Land
and Seagram Corporation. During his time in Singapore, he held the position of Foundation President of the
Singapore Australia Business Council. He has also served as CEO of the Australian Rugby Union. For his
contribution to tourism in Australia, he has been recognized by Tourism Training Australia with a Platinum
award. Resident of Sydney.

Responsibilities:
Non-Executive Director, Member of Remuneration Committee, Member of Nominations Committee, Member
of Investments Committee.

Directorships held in other listed entities:
None

David Tsang B.A. (Econ)

Director since 30 June 2004. Mr Tsang has over 10 years of experience in corporate finance and
investments. He currently serves as an Executive Director and Director of Corporate Finance for Singapore
Stock Exchange listed SC Global Developments Limited. He has responsibilities for the firm's corporate and
real estate investments and for general management, corporate finance and business development. Mr
Tsang began his career in investment banking with Nesbitt Burns in New York. He relocated from the United
States of America to Singapore in 1996 and joined boutique real estate advisory and direct investment firm,
SC Global Pte Limited, where he served as an Associate Director and was a founding member. Resident of
Singapore.

Responsibilities:
Non-Executive Director, Member of Investments Committee.

Directorships held in other listed entities:
SC Global Developments Limited, since 1 June 2003.

INFORMATION ON COMPANY SECRETARY

Helga L Linacre B.A.LLB

Company Secretary since 22 February 1999. Mrs Linacre has had previous senior company secretarial and
legal counsel roles at major listed companies, including Fosters Brewing Group, BTR Nylex and
ANZ Banking Group. Resident of Melbourne.
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REMUNERATION REPORT
This report is a summary of the main compensation policies for the year ended 31 March 2006. It provides
information on the compensation of Directors and other key management personnel.
1. Principles used to determine the nature and amount of remuneration
1.1 The Remuneration Committee
The Board has established a Remuneration Committee that is comprised of four Non-Executive Directors.
The Committee considers and reports on, among other things, remuneration policies and packages
applicable to Board members and senior officers of the Company. The Committee is empowered to seek
external professional advice on any matter within its terms of reference. The Committee’s main functions
encompass reviewing and reporting to the Board on:
Conditions of service and remuneration of the Chief Executive Officer and his direct reports;
Performance of the Chief Executive Officer;

Remuneration of the Chief Financial Officer and the Company Secretary;

Remuneration policies of the Company which include the performance review of all employees, senior
management and Board members;

Proposals for reward initiatives;

Succession planning for senior management; and

Other related matters as directed by the Board.
The Committee meets at least annually and the Chief Executive Officer attends its meetings by invitation
when required to report on, and discuss, senior officers’ performance and remuneration matters. The Chief
Executive Officer is excluded from Committee deliberations relating to the position of Chief Executive Officer.
1.2 Remuneration of non-executive directors
The Committee has available data on the fees that a wide range of companies pay to their independent
Directors. If the Company pays fees to its Non-Executive Directors then these are within the aggregate limits
approved by the Shareholders at a General Meeting. The independent Non-Executive Directors receive, or
will receive, fees paid by the Company. The remaining three Non-Executive Directors do not receive fees,
however the Company pays a consulting fee to the substantial Shareholder SC Global Developments
Limited.

Non-Executive Directors do not receive any retirement allowance upon retirement from the Board.
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REMUNERATION REPORT (continued)
1.3. Senior manager and executive director remuneration

The state profit centre managers and executive directors of the Company receive a balance of fixed and
variable (at risk) remuneration. The proportions vary at different levels within the Company reflecting the
capacity of these managers to influence the overall outcome of the Company’s operations and returns to
Shareholders.

Fixed remuneration includes the base salary. It may also include other non-cash benefits such as motor
vehicles.

The Company contributes 9% of salary in line with the Superannuation Guarantee requirements. All
employees have the opportunity to direct their superannuation to the fund of their choice as required by
federal legislation and can salary sacrifice to superannuation over and above the 9% the Company
contributes on their behalf. Superannuation benefits are payable only whilst the executives are employees of
the Company.

When payable, the variable remuneration component is a short term incentive payment comprising the
payment of an annual bonus. The Chief Executive Officer and the Chief Financial Officer do not have
quantified criteria for short term performance incentive entitlements. However their performance is reviewed
annually. Any payments made to them are at the subjective discretion of the Remuneration Committee.

State profit centre managers' short term incentive eligibility is assessed against state operational profitability
and other quantified performance hurdles being met. Each state profit centre manager’'s performance is
individually reviewed.

There are no quantified short term performance incentives for other executives.

The broader aim of the short term bonus incentives is to enhance the Company's performance by
maximising its net profits and Company growth. There are no long term incentives in place for any member
of management.

2. Employment contracts

The majority of the named AVJennings senior executives are full time permanent employees with executive
employment contracts. The employment contracts do not have termination dates or termination payments.
The employment contracts include the requirement that a notice period of three months be given by the
Company or one month by the employee. There are no other terms or conditions that differ significantly from
the standard employment contracts applicable to other AVJennings employees. Mr Summers and
Mr Milkovits do not have formal employment contracts that stipulate duration, notice, termination and
termination details.
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REMUNERATION REPORT (continued)

3. Compensation of directors and key management personnel

Details of the nature and amount of each element of remuneration of the Directors and five other named key
management personnel are set out in the following tables. The Directors are the same as those identified in

the Directors’ Report and the following key management personnel are also included in the category of the
five highest paid executives.

Directors
Short-Term Post Employment Total
Salary/ Cash
Fees Bonus Other* Superannuation
$ $ $ $ $

31 March 2006
S Cheong ™ - - - - -
LF Milkovits 500,565 - - 99,435 600,000
PK Summers 271,402 - 30,000 20,998 322,400
E Sam @ - - - - -
HR Hochstadt 50,000 - - - 50,000
B Chin® 24,679 - - - 24,679
BG Hayman ©® 22,756 - - 2,048 24,804
D Tsang ¥ - - - - -

869,402 - 30,000 122,481 1,021,883
31 March 2005
S Cheong ® - - - - .
LF Milkovits 491,520 - - 95,980 587,500
PK Summers 272,506 - 30,000 20,437 322,943
E Sam @ - - - - -
HR Hochstadt® 37,500 - - - 37,500
D Tsang @ - - - - -
RC Sutton 16,834 - - 1,515 18,349

818,360 - 30,000 117,932 966,292

(1) These Directors are not paid Directors’ fees. Consulting fees totalling $600,000 were paid to a related entity (not a member of the
Consolidated Entity) for services which included the provision of these Directors’ services and international airfares to attend
meetings.

(2) Appointed 18 October 2005.

(3) Appointed 30 June 2004.

# Includes the value of motor vehicles and other non-cash benefits.

(a) Directors are also reimbursed for airfares (other than the international airfares for those Directors referred to in (1) above),
accommodation and other expenses relating to the provision of their services.

(b) The above disclosure is made under ASIC Class Order 06/50, transfer information for financial report to Directors’ Report and;

(c) ASIC Class Order 06/105 has been applied, for the measurement of compensation for key management personnel. There are no
measurement differences under AASB1046 and AASB124.

(d) There are no long-term and share based payments made to Directors.

(e) The values contained in the above remuneration tables have been audited by the Group’s external auditors, Ernst & Young.
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REMUNERATION REPORT (continued)

Executives
Short-Term Post Employment Total
Salary/ Cash
Fees Bonus Other * Superannuation
$ $ $ $ $

31 March 2006
M Henesey-Smith 153,027 - 15,000 61,973 230,000
BL Harper 288,000 - - 12,000 300,000
CL Smith 171,984 21,600 16,416 210,000
MF Lenarduzzi 238,000 - 15,000 12,000 265,000
PA Jackson 111,493 - - 98,507 210,000

962,504 - 51,600 200,896 1,215,000
31 March 2005
M Henesey-Smith 189,561 - 15,000 20,439 225,000
BL Harper @ 101,047 - - 4,827 105,874
J Thompson 78,215 - - 88,667 166,882
MF Lenarduzzi 231,694 - 15,000 12,056 258,750
PA Jackson 54,551 - - 45,361 99,912
EJ Stow 62,039 - 8,000 5,487 75,526

717,107 - 38,000 176,837 931,944

(1) Appointed 10 November 2004.
(2) Appointed 11 October 2004.
# Includes the value of motor vehicles and other non-cash benefits.

(a) The above disclosed is made under ASIC Class Order 06/50, transfer information for financial report to Directors’ Report and;

(b) ASIC Class Order 06/105 has been applied, for the measurement of compensation for key management personnel. There are no
measurement differences under AASB1046 and AASB124.

(c) There are no long term and share based payments made to key management personnel.

(d) The values contained in the above remuneration tables have been audited by the Group’s external auditors, Ernst & Young.

4. Remuneration options: granted and vested during the year

No options were granted or exercised during the financial year. There are currently no unexercised or
outstanding options. None of the Directors, or five named executives, hold any options.
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MEETINGS OF DIRECTORS AND DIRECTORS’ COMMITTEES
The number of meetings of Directors and Directors' committees held during the financial year and the
number of meetings attended by each Director are detailed below.

Where Directors were not Directors for the whole of the financial year, details of periods of tenure are noted
below.

Full Meetings Meetings of Committees

of Directors Audit Remuneration Nominations

H A H A H A H A
S Cheong 4 4 - - 3 3 3 3
LF Milkovits 4 4 - - -
PK Summers 4 4 - - - - - -
E Sam ® 4 4 5 5 3 3 3 3
HR Hochstadt 4 4 5 5 3 3 3 3
B Chin 23 4 2 5 1 - - 3 -
BG Hayman *3* 4 2 - - 3 1 3 -
D Tsang ® 4 4 5 4 - . . B

H = Number of meetings held
A = Number of meetings attended

Messrs B Chin and BG Hayman were appointed as Directors on 18 October 2005.

Mr B Chin was appointed as Chairman of the Audit Committee on 9 February 2006.

Messrs B Chin and BG Hayman were appointed as Members of the Nominations Committee on 9 February 2006.
Mr BG Hayman was appointed as a Member of the Remuneration Committee on 9 February 2006.

Mrs E Sam resigned as a Member of the Nominations Committee on 9 February 2006.

Mr D Tsang resigned as a Member of the Audit Committee on 15 February 2006.

ounpwNE

Investments Committee

The Investments Committee did not meet formally during the year; however it conducted physical inspections
and received detailed briefings from management on all major development sites prior to consideration of
formal acquisition proposals which were dealt with by way of circular resolution. The Committee also
conducts a pre-commencement review and ongoing project reviews during the life of all development
projects.

DIRECTORS' INTERESTS
The relevant interests of the Directors in the shares of the Company at the date of this report are:

Director Number

S Cheong 87,966,462
LF Milkovits 680,000
E Sam 100,000
D Tsang 400,000
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INDEMNIFYING OFFICERS

During the year the Consolidated Entity paid a premium in respect of a contract insuring its Directors and
senior employees against liabilities that may be incurred in defending civil or criminal proceedings that may
be brought against the Officers in their capacity as Officers of entities in the Consolidated Entity. In
accordance with common practice the insurance policy prohibits disclosure of the nature of the liability
insured against and the amount of the premium.

ROUNDING OF AMOUNTS

The amounts contained in this Report and in the financial statements have been rounded to the nearest
$1,000 (where rounding is permitted) under the option available to the Company under the Australian
Securities and Investments Commission (ASIC) Class Order 98/0100. The Company is an entity to which
the Class Order Applies.

AUDITOR’'S INDEPENDENCE DECLARATION
We have obtained the following independence declaration from our auditors, Ernst & Young:

Auditor’s Independence Declaration to the Directors of AVJennings Limited

EERNST& YOUNG B Ernst & W ung Lamtre B o B T R T A

'
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In relation to our audit of the financial report of AVJennings Limited for the year ended 31 March 2006, to the
best of my knowledge and belief, there have been no contraventions of the auditor independence
requirements of the Corporations Act 2001 or any applicable code of professional conduct.

Ernst & Young Christopher George
Partner
9 June 2006

NON-AUDIT SERVICES

A number of non-audit services were provided by the Entity’s auditor, Ernst & Young. These non-audit
services are detailed in note 6 to this financial report. The Directors are satisfied that the provision of non-
audit services is compatible with the general standard of independence for auditors imposed by the
Corporations Act 2001. The nature and scope of each type of non-audit service provided means that auditor
independence was not compromised.

This report is made in accordance with a resolution of the Directors.

Simon Cheong Louis Milkovits
Director Director
9 June 2006
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Income Statement
For the year ended 31 March 2006

Consolidated Parent
2006 2005 2006 2005

Note $'000 $'000 $'000 $'000
Revenues 3 462,493 479,118 22,000 24,000
Change in inventories, finished goods and work-in-
progress (351,225) (335,940) - -
Other operational expenses (4,799) (4,201) - -
Advertising expenses (16,821) (14,990) - -
Display costs (6,458) (5,781) - -
Employee expenses (43,125) (39,682) - -
Depreciation and amortisation expense 3 (2,498) (2,395) - -
Finance costs 3 (354) (435) - -
Other expenses (13,879) (14,279) - -
Profit before income tax 23,334 61,415 22,000 24,000
Income tax expense 4 (7,134) (17,868) - -
Net profit attributable to members of parent 16,200 43,547 22,000 24,000
Earnings per share (cents per share) from continuing
operations
- basic for profit for the year 8 7.53 20.23 10.22 11.15
- diluted for profit for year 8 7.53 20.23 10.22 11.15
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Balance Sheet
As at 31 March 2006

Consolidated Parent
2006 2005 2006 2005
Note $'000 $'000 $'000 $'000
CURRENT ASSETS
Cash and cash equivalents 109 145 - -
Trade and other receivables 9 11,921 12,780 31,382 31,382
Inventories 10 348,251 316,479 - -
Taxreceivable 11 1,947 387 - -
Other current assets 12 3,247 2,533 - -
Total current assets 365,475 332,324 31,382 31,382
NON-CURRENT ASSETS
Trade and other receivables 9 1,945 - - -
Inventories 10 214,577 281,367 - -
Financial assets 13 - - 163,286 163,286
Property, plantand equipment 16 6,679 7,871 - -
Intangible assets 17 4,661 5,153 - -
Total non-current assets 227,862 294,391 163,286 163,286
Total assets 593,337 626,715 194,668 194,668
CURRENT LIABILITIES
Trade and other payables 18 107,567 91,105 63,136 63,613
Interest-bearing loans and borrowings 19 178,321 26,242 - -
Provisions 21 4,448 4,933 - -
Total current liabilities 290,336 122,280 63,136 63,613
NON-CURRENT LIABILITIES
Trade and other payables 18 30,257 78,190 - -
Interest-bearing loans and borrowings 19 557 153,073 - -
Deferred tax liabilities 20 13,416 9,081 - -
Provisions 21 265 262 - -
Total non-current liabilities 44,495 240,606 - -
Total liabilities 334,831 362,886 63,136 63,613
Net assets 258,506 263,829 131,532 131,055
EQUITY
Issued capital 22 79,189 79,189 79,189 79,189
Retained earnings 179,317 184,640 52,343 51,866
Total equity 258,506 263,829 131,532 131,055
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Statement of Changes in Equity
For the year ended 31 March 2006

Attributable to equity

holders of the parent Total equity
CONSOLIDATED Issued Retained
capital earnings
Note $'000 $'000 $'000
At 1 April 2004 79,189 164,768 243,957
Netincome recognised directly in equity - - -
Net profit for the period - 43,547 43,547
Total recognised income and expense
for the period - 43,547 43,547
Dividends 7 - (23,675) (23,675)
- 19,872 19,872
At 31 March 2005 79,189 184,640 263,829
Netincome recognised directly in equity - - -
Net profit for the period - 16,200 16,200
Total recognised income and expense
for the period - 16,200 16,200
Dividends 7 - (21,523) (21,523)
- (5,323) (5,323)
At 31 March 2006 79,189 179,317 258,506
Attributable to equity
holders of the parent Total equity
PARENT Issued Retained
capital earnings
Note $'000 $'000 $'000
At 1 April 2004 79,189 51,541 130,730
Netincome recognised directly in equity - - -
Net profit for the period - 24,000 24,000
Total recognised income and expense
for the period - 24,000 24,000
Dividends 7 - (23,675) (23,675)
- 325 325
At 31 March 2005 79,189 51,866 131,055
Netincome recognised directly in equity - - -
Net profit for the period - 22,000 22,000
Total recognised income and expense
for the period - 22,000 22,000
Dividends 7 - (21,523) (21,523)
- 477 477
At 31 March 2006 79,189 52,343 131,532
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Cash Flow Statement
For the year ended 31 March 2006

Consolidated Parent
2006 2005 2006 2005
Note $'000 $°000 $°000 $'000

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers 499,707 517,157 - -
Payments to suppliers, land vendors and employees (456,170) (529,785) - -
Interest received 213 293 - -
Interest paid (16,137) (11,713) - -
Income taxes paid (4,855) (20,931) - -
Net cash from/(used in) operating activities 26 22,758 (44,979) - -
CASH FLOW 'S FROM INVESTING ACTIVITIES

Proceeds from sale of property, plantand equipment 369 344 - -
Purchase of property, plantand equipment 16 (1,065) (2,016) - -
Net cash used in investing activities (696) (1,672) - -
CASH FLOW 'S FROM FINANCING ACTIVITIES

Proceeds from borrowings 130,798 142,389 - -
Repayment of borrowings (124,987) (72,277) - -
Equity dividends paid 7 (21,523) (23,675) - -
Payment of finance lease liability (405) (470) - -
Net cash from/(used in) financing activities (16,117) 45,967 - -
NET INCREASE/(DECREASE) IN CASH HELD 5,945 (684) - -
Cash and cash equivalents atbeginning of period (9,939) (9,255) - -
CASH AND CASH EQUIVALENTS AT END OF PERIOD 26 (3,994) (9,939) - -
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Notes to the Financial Statements
For the year ended 31 March 2006

1. CORPORATE INFORMATION

The consolidated financial report of AVJennings Limited for the year ended 31 March 2006 was authorised
for issue in accordance with a resolution of the Directors on 9 June 2006.

AVJennings Limited is a Company limited by shares incorporated in Australia whose shares are publicly
traded on the Australian Stock Exchange and the Singapore Stock Exchange.

The nature of the operations and principal activities of the Group are described in note 25.

The Group’s functional and presentation currency is Australian Dollar.

2. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES
a) Basis of preparation

The financial report is a general-purpose financial report, which has been prepared in accordance with the
requirements of the Corporations Act 2001 and Australian Accounting Standards. The financial report has
also been prepared on a historical cost basis.

The financial report is presented in Australian Dollars and all values are rounded to the nearest thousand
dollars ($'000) unless otherwise stated under the option available to the Company under ASIC Class Order
98/0100. The Company is an entity to which the class order applies.

b) Statement of compliance

The financial report complies with Australian Accounting Standards, which include Australian Equivalents to
International Financial Reporting Standards (AIFRS). Compliance with AIFRS ensures that the financial
report, comprising the financial statements and notes thereto, complies with International Financial Reporting
Standards (IFRS).

This is the first full-year financial report prepared based on AIFRS and the comparatives for the year ended
31 March 2005 have been restated accordingly except for the adoption of AASB132 Financial Instruments:
Disclosure and Presentation and AASB139 Financial Instruments: Recognition and Measurement. The
Company has adopted the exemption under AASB 1 First-time Adoption of Australian Equivalents to
International Financial Reporting Standards from having to apply AASB132 and AASB139 to the
comparative period.

Reconciliations of the AIFRS equity and profit for 31 March 2005 to balances reported in the 31 March 2005
financial report and at transition to AIFRS on 1 April 2004, are detailed in note 2(x).

Australian Accounting Standards that have recently been issued or amended but are not yet effective and
have not been adopted for the annual reporting period ending 31 March 2006 are:

Nature of change

AASB Affected Standard(s) to accounting Application di‘te Application
Amendment policy of standard date for group
2005-1 AASB 139: Financial Instruments: No change to 1 January 2006 1 April 2006

Recognition and Measurement accounting policy
required. Therefore
no impact.
2005-4 AASB 139: Financial Instruments: | No change to 1 January 2006 1 April 2006
Recognition and Measurement accounting policy
required. Therefore
no impact.
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Notes to the Financial Statements
For the year ended 31 March 2006

2. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

b) Statement of compliance (continued)

Nature of change

AASB Affected Standard(s) to accounting Application date Application
Amendment policy of standard date for group
2005-5 AASB 1. First-time adoption of No change to 1 January 2006 1 April 2006

AIFRS, accounting policy
AASB 139: Financial Instruments: required. Therefore
Recognition and Measurement no impact.
2005-6 AASB 3: Business Combinations No change to 1 January 2006 1 April 2006
accounting policy
required. Therefore
no impact.
2005-9 AASB 4: Insurance Contracts , Financial guarantees 1 January 2006 1 April 2006
AASB 1023: General Insurance provided will be
Contracts, recognised at fair
AASB 139: Financial Instruments: value on the Balance
Recognition and Measurement, and Sheet, however there
AASB 132: Financial Instruments: will be no material
Disclosure and Presentation effect on the Group.
2005-10 AASB 132: Financial Instruments: No change to 1 January 2006 1 July 2007
Disclosure and Presentation, accounting policy
AASB 101: Presentation of Financial required. Therefore
Statements, no impact.
AASB 114: Segment Reporting,
AASB 117: Leases,
AASB 133: Earnings per Share,
AASB 139: Financial Instruments:
Recognition and Measurement,
AASB 1: First-time adoption of
AIFRS,
AASB 4: Insurance Contracts,
AASB 1023: General Insurance
Contracts, and
AASB 1038:Life Insurance Contracts
2006-2 AASB 1: First-time adoption of AIFRS  No change to 1 July 2006 1 April 2006
accounting policy
required. Therefore
no impact.
New standard ~ AASB 7 Financial Instruments: No change to 1 January 2007 1 July 2007

Disclosures

accounting policy
required. Therefore
no impact.

The following amendments are not applicable to the Group and therefore have no impact.

AmAeur?dSrﬁent Affected Standard(s)
2005-2 AASB 1023: General Insurance Contracts
2005-12 AASB 1038: Life Insurance Contracts and AASB 1023: General Insurance Contracts
2005-13 AAS 25: Financial Reporting by Superannuation Plans
2006-1 AASB 121: The Effects of Changes in Foreign Exchange Rates
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Notes to the Financial Statements
For the year ended 31 March 2006

2. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

c) Basis of consolidation
The consolidated financial statements comprise the financial statements of AVJennings Limited and its
subsidiary companies (the ‘Group’).

The financial statements of the subsidiary companies are prepared for the same reporting period as the
Parent Company, using consistent accounting policies. Adjustments are made to bring into line any
dissimilar accounting policies that may exist.

All intercompany balances and transactions, including unrealised profits arising from intra-group
transactions, have been eliminated in full. Unrealised losses are eliminated unless costs cannot be
recovered.

Subsidiary companies are consolidated from the date on which control is transferred to the Group and cease
to be consolidated from the date on which control is transferred out of the Group. Where there is a loss of
control of a subsidiary, the consolidated financial statements include the results for the part of the reporting
period during which the Group has control.

d) Interestin joint venture operations

The Group’s interests in its joint venture operations are accounted for by recognising the Group’s assets and
liabilities from the joint ventures, as well as expenses incurred by the Group and the Group’s share of
income earned from the joint ventures, in the consolidated financial statements.

e) Property, plant and equipment

All classes of property, plant and equipment are measured at cost less accumulated depreciation and any
impairment in value. Depreciation is calculated on a straight-line basis over the estimated useful lives of the
assets as follows:

Plant, equipment, and motor vehicles 3-7 years
Motor vehicles (held under finance lease) 2-3 years
Leasehold improvements 10 years

The assets’ residual values, useful lives and amortisation methods are reviewed, and adjusted if necessary,
at each financial year end.

Impairment

The carrying values of property, plant and equipment (assets) are reviewed for impairment at each reporting
date, with recoverable amounts being estimated when events or changes in circumstances indicate that the
carrying value may be impaired. The recoverable amount of assets is the higher of fair value less costs to
sell and value in use. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset. For an asset that does not generate largely independent cash
inflows, recoverable amount is determined for the cash-generating unit to which the asset belongs, unless
the asset's value in use can be estimated to be close to its fair value. An impairment exists when the carrying
value of an asset or cash-generating unit exceeds its estimated recoverable amount. The asset or cash-
generating unit is then written down to its recoverable amount. For assets, impairment losses are recognised
in the Income Statement in ‘Other expenses’.

Derecognition and disposal

An item of property, plant and equipment is derecognised upon disposal or when no further future economic
benefits are expected from its continued use or future disposal. Any gain or loss arising on derecognition of
the asset (calculated as the difference between the net disposal proceeds and the carrying amount of the
asset) is included in Income Statement in the year the asset is derecognised.
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Notes to the Financial Statements
For the year ended 31 March 2006

2. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

f) Borrowing costs

Borrowing costs include interest, amortisation, discounts or premiums relating to borrowings, and other costs
incurred in connection with the arrangement of borrowings. Borrowing costs are expensed as incurred
unless they relate to a qualifying asset. A qualifying asset is an asset which generally takes more than
twelve months to get ready for its intended use or sale. In these circumstances, the borrowing costs are
capitalised to the cost of the asset. Where funds are borrowed by the Group for the acquisition or
development of a qualifying asset, the amount of borrowing costs capitalised are those incurred in relation to
that borrowing.

g) Intangible assets

Intangible assets acquired separately or in a business combination are initially measured at cost. The cost
of an intangible asset acquired in a business combination is at its fair value as at the date of the acquisition.
Following initial recognition, intangible assets are carried at cost less any accumulated amortisation and any
accumulated impairment losses. Internally generated intangible assets, excluding capitalised development
costs, are not capitalised and expenditure is included in the Income Statement in the year in which the
expenditure is incurred.

The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets with finite
lives are amortised over the useful life and assessed for impairment whenever there is an indication that the
intangible asset may be impaired. The amortisation period and the amortisation method for an intangible
asset with a finite useful life is reviewed at least annually at each financial year-end. Changes in the
expected useful life or the expected pattern of consumption of future economic benefits embodied in the
asset are accounted for by changing the amortisation period or method, as appropriate, which is a change in
accounting estimate. The amortisation expense on intangible assets with finite lives is recognised in profit or
loss in the expense category consistent with the function of the intangible asset.

At the reporting date the Group had no indefinite life intangible assets.

A summary of the policy applied to the group’s intangible asset is as follows:

Type of asset AVJennings brand name acquired by way of a business combination.

Useful life of the asset Finite (2005: Finite)

Amortisation method used Straight line basis over a 20 year life (2005: straight line basis over a 20
year life).

Impairment testing The amortisation method is reviewed at each financial year-end (2005: the

amortisation method is reviewed at each financial year-end).

Derecognition and disposal

Gains or losses arising from the derecognition of an intangible asset are measured as the difference
between the net disposal proceeds and the carrying amount of the asset and are recognised in the Income
Statement when the intangible asset is derecognised.
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Notes to the Financial Statements
For the year ended 31 March 2006

2. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

h) Recoverable amounts of assets

At each reporting date, the Group assesses whether there is any indication that an asset may be impaired.
Where an indicator of impairment exists, the Group makes a formal estimate of recoverable amount. Where
the carrying amount of an asset exceeds its recoverable amount, the asset is considered impaired and is
written down to its recoverable amount. Recoverable amount is the greater of fair value less costs to sell
and value in use. It is determined for an individual asset, unless the asset’s value in use cannot be
estimated to be close to its fair value less costs to sell and it does not generate cash inflows that are largely
independent of those from other assets or groups of assets, in which case, the recoverable amount is
determined for the cash-generating unit to which the asset belongs. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset.

i) Investments

Investments in controlled entities are accounted for in the consolidated financial statements as set out in
note 2(c). Interests in joint venture partnerships are accounted for as set out in note 2(d). Investments in
controlled entities are carried at cost in the separate financial statements of the Parent.

i) Inventories

Inventories are valued at the lower of cost and net realisable value. Cost includes the cost of acquisition,
cost of all materials used in construction, cost of providing utilities, as well as rates and land taxes and
borrowing costs incurred during construction. Net realisable value is the estimated selling price in the
ordinary course of business, less estimated costs of completion and the estimated costs necessary to make
the sale.

k) Trade and other receivables

Trade receivables are recognised and carried at original invoice amount less an allowance for any
uncollectible amounts. An estimate for doubtful debts is made when collection of the full amount is no longer
probable. Bad debts are included in the Income Statement when identified.

Settlement terms for trade receivables are:
Development housing and land sales — generally between 30 and 180 days
Contract building (progress billing) — generally between 7 and 30 days

Where a trade or other receivable will only be settled during a period that is greater than twelve months from
the reporting date and if the effect of the time value of money is material, then the value of the trade or other
receivable is determined by discounting the estimated future cash flows at a pre-tax rate that reflects current
market assessments of the time value of money and, where appropriate, the risk specific to the asset.

Where discounting is used to decrease the value of the trade or other receivable due to the passage of time,
that provision is recognised as a reduction in revenue.

[) Cash and cash equivalents

Cash and cash equivalents in the Balance Sheet comprise cash at bank and on hand and short-term
deposits with a maturity of three months or less. For the purpose of the Cash Flow Statement, cash and
cash equivalents consist of cash and cash equivalents as defined above, net of outstanding bank overdrafts.

m) Interest-bearing loans and borrowings

All interest-bearing loans and borrowings are initially recognised at cost, being the fair value of the
consideration received net of issue costs associated with the borrowing. After initial recognition, interest-
bearing loans and borrowings are subsequently measured at amortised cost using the effective interest
method. Amortised cost is calculated taking into account any issue costs, and any discount or premium on
settlement. Gains and losses are recognised in the Income Statement when the liabilities are derecognised,
as well as through the amortisation process.
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Notes to the Financial Statements
For the year ended 31 March 2006

2. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

n) Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a
past event, it is probable that an outflow of resources embodying economic benefits will be required to settle
the obligation and a reliable estimate can be made of the amount of the obligation. Where the Group expects
some or all of a provision to be reimbursed, for example under an insurance contract, the reimbursement is
recognised as a separate asset but only when the reimbursement is virtually certain. The expense relating
to any provision is presented in the Income Statement net of any reimbursement.

If the effect of the time value of money is material, provisions are determined by discounting the estimated
future cash flows at a pre-tax rate that reflects current market assessments of the time value of money and,
where appropriate, the risk specific to the liability.

Where discounting is used, the increase in the provision due to the passage of time is recognised in the
Income Statement under ‘Finance costs’.

0) Employee benefits

The liability for employees’ benefits to wages, salaries and annual leave is accrued to balance date based on
the Group’s present obligation to pay resulting from the employees’ services provided. The liability for
employees’ benefits to long service leave is provided to balance date based on the present values of the
estimated future cash flows to be paid by the Group resulting from the employees’ services provided.
Contributions to superannuation plans are recognised as an expense in the Income Statement when the
contributions are paid or become payable.

p) Leases

Finance leases, which transfer to the Group substantially all the risks and benefits incidental to ownership of
the leased item, are capitalised at the inception of the lease at the fair value of the leased property or, if
lower, at the present value of the minimum lease payments.

Lease payments are apportioned between the finance charges and a reduction of the lease liability so as to
achieve a constant rate of interest on the remaining balance of the liability. Finance charges are recognised
as an expense in the Income Statement under ‘Finance costs’.

Capitalised leased assets are depreciated over the shorter of the estimated useful life of the asset or the
lease term.

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are
classified as operating leases. Initial direct costs incurred in negotiating an operating lease are recognised in
the Income Statement in the period in which they are incurred. Operating lease payments are recognised as
an expense in the Income Statement on a straight-line basis over the lease term.
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Notes to the Financial Statements
For the year ended 31 March 2006

2. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

g) Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and
the revenue can be reliably measured. Amounts disclosed as revenue are net of returns, trade allowances
as well as duties and taxes paid. The following criteria are generally applied before revenue is recognised:

Developments

Revenue and costs on the sale of land, houses or apartments are brought to account when the
significant risks and rewards of ownership and effective control over the goods have passed to the
buyer, it is probable that the economic benefits associated with the transaction will flow to the Group and
the revenue and costs can be reliably measured, which is generally on settlement.

Contract building

Contract Building relates to Home building Agreements and similar, whereby a Company within the
Group contracts to construct a house or other residential construction service. Contract revenue and
expenses are recognised in accordance with the percentage of completion method unless the outcome
of the contract cannot be reliably estimated. Where the outcome of a contract cannot be reliably
estimated, contract costs are recognised in the Income Statement as an expense as incurred, and where
it is probable that the costs will be recovered, revenue is recognised in the Income Statement to the
extent of cost incurred. The stage of completion is measured based on the completion of the physical
program of the contract work. Where it is probable that a loss will arise from a construction contract, the
excess of total costs over revenue is recognised as an expense in the Income Statement in the period in
which the loss arises.

Other revenues
All other revenues are recognised on an accrual basis in the Income Statement.

r) Income tax

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be
recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount
are those that are enacted or substantively enacted by the balance sheet date.

Deferred income tax is provided on all temporary differences at the Balance Sheet date between the tax
bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred income tax liabilities are recognised for all taxable temporary differences:

- except where the deferred income tax liability arises from the initial recognition of an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and
when the taxable temporary difference is associated with investments in subsidiaries, associates or
interests in joint ventures, and the timing of the reversal of the temporary difference can be controlled
and it is probable that the temporary difference will not reverse in the foreseeable future.
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Notes to the Financial Statements
For the year ended 31 March 2006

2. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

r) Income tax (continued)

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward of unused
tax assets and unused tax losses, to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences, and the carry-forward of unused tax assets and unused tax
losses can be utilised:

except where the deferred income tax asset relating to the deductible temporary difference arises from
the initial recognition of an asset or liability in a transaction that is not a business;

combination and, at the time of the transaction, affects neither the accounting profit nor taxable profit or
loss; and

in respect of deductible temporary differences associated with investments in subsidiaries, associates
and interests in joint ventures, deferred tax assets are only recognised to the extent that it is probable
that the temporary differences will reverse in the foreseeable future and taxable profit will be available
against which the temporary differences can be utilised.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the
deferred income tax asset to be utilised.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the
year when the asset is realised or the liability settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted at Balance Sheet date.

Income taxes relating to items recognised directly in equity are recognised in equity and not in the Income
Statement.

s) Other taxes
Revenues, expenses and assets are recognised net of the amount of Goods and Services Tax (‘GST’)
except:

where the GST incurred on a purchase of goods and services is not recoverable from the taxation
authority, in which case the GST is recognised as part of the cost of acquisition of the asset or as part of
the expense item as applicable; and

trade receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included in the Balance
Sheet under ‘Trade and other receivables’ and ‘Trade and other payables’.

Cash flows are included in the Cash Flow Statement on a gross basis and the GST component of cash flows
arising from investing and financing activities, which is recoverable from, or payable to, the taxation authority,
are classified as operating cash flows and are included under ‘Payments to suppliers, land vendors and
employees’.

Commitments and contingencies are disclosed net of GST recoverable from, or payable to, the taxation
authority.
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Notes to the Financial Statements
For the year ended 31 March 2006

2. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

t) Derivative financial instruments

The Group uses interest rate caps to hedge its risk associated with interest rate fluctuations. Such derivative
financial instruments are stated at fair value. The fair value of interest rate caps contracts is determined by
reference to market values for similar instruments. The Group enters into interest rate cap agreements that
are used to cap a portion of the variable interest rate borrowings at a cap rate. The caps are entered into
with the objective of capping the risk of interest rate fluctuations in respect of underlying borrowings.

Derivatives entered into to reduce exposures to fluctuations in floating interest rates may be accounted for as
cash flow hedges provided the hedge designation, documentation and effectiveness tests can be met. To
the extent that the hedges do not qualify for hedge accounting, then gains or losses arising from changes in
fair value are reflected in the Income Statement in the period in which the changes occur.

u) Trade and other payables

Trade and other payables are carried at amortised costs and represent liabilities for goods and services
provided to the Group prior to the end of the financial year that are unpaid and arise when the Group
becomes obliged to make future payments in respect of the purchase of these goods and services.

v) Earnings per share

Basic earnings per share is calculated as net profit attributable to members of the Parent, adjusted to
exclude any costs of servicing equity (other than dividends) and preference share dividends, divided by the
weighted average number of ordinary shares, adjusted for any bonus element.

Diluted earnings per share is calculated as net profit attributable to members of the Parent, adjusted for:
- costs of servicing equity (other than dividends) and preference share dividends;
the after tax effect of dividends and interest associated with dilutive potential ordinary shares that have
been recognised as expenses; and
other non-discretionary changes in revenues or expenses during the period that would result from the
dilution of potential ordinary shares;

divided by the weighted average number of ordinary shares and dilutive potential ordinary shares, adjusted
for any bonus element.

w) Contributed equity

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or
options are shown in equity as a deduction, net of tax, from the proceeds.
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2. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

X)

Impact of adoption of AIFRS

The impacts of adopting AIFRS on the total equity and profit after tax as reported under AGAAP are
illustrated below.

(1) Reconciliation of total equity as presented under AGAAP to that under AIFRS

@)

(ii)

(iii)

Consolidated Parent
31 March 1 April 31 March 1 April

2005 2004 2005 2004

$'000 $'000 $'000 $'000
Total equity under AGAAP 271,897 268,121 131,055 130,730
Adjustments to equity
Revenue recognition policy change @ (11,021) (22,471) - -
Taxeffecting the brand name ® (1,546) (1,694) - -
Holding costs policy change (1 4,499 - - -
Total equity under AIFRS 263,829 243,956 131,055 130,730

Prior to the transition to AIFRS, the Group recognised revenues and profits for development project sales per the
requirements of Urgent Issues group Consensus View Abstract 53 Pre-Completion Contracts for the Sale of
Residential Development Properties (UIG53), whereby revenues and profits on the sale of development project
sales were recognised on the “percentage of completion” basis when an unconditional sales contract existed.
Following analysis of AIFRS and recent industry interpretation of AASB118 Revenue, it has been decided to
recognise revenue in accordance with note 2(q).

Under AIFRS standard AASB112 Income Tax, a deferred tax liability must now be recognised with respect to the
acquisition of the AVJennings brand name.

The Group has elected to change its accounting policy relating to the treatment of rates and land taxes. The Group
now capitalises these holding costs to inventory instead of expensing them in the Income Statement when incurred
as was the practice in previous reporting periods. The change in accounting policy better reflects the nature of these
costs as the Group moves towards larger, longer term projects. The change in accounting policy was adopted as a
voluntary choice. In accordance with AASB1 First Time Adoption of Australian Equivalents to International Financial
Reporting Standards, this change in policy has been applied retrospectively.
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2. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

X)

Impact of adoption of AIFRS (continued)

(2) Reconciliation of profit after tax under AGAAP to that under AIFRS

@)

(ii)

(iii)

Consolidated Parent
Year ended Year ended
31 March 31 March
2005 2005
$'000 $'000
Profit after tax as previously reported 27,451 24,000
Revenue recognition policy change @ 11,450
Tax effecting the brand name @ 148 -
Holding costs policy change ™ 4,498
Total profit after tax under AIFRS 43,547 24,000

Prior to the transition to AIFRS, the Group recognised revenues and profits for development project sales per the
requirements of Urgent Issues group Consensus View Abstract 53 Pre-Completion Contracts for the Sale of
Residential Development Properties (UIG53), whereby revenues and profits on the sale of development project
sales were recognised on the “percentage of completion” basis when an unconditional sales contract existed.
Following analysis of AIFRS and recent industry interpretation of AASB118 Revenue, it has been decided to
recognise revenue in accordance with note 2(q).

Under AIFRS standard AASB112 Income Tax, a deferred tax liability must now be recognised with respect to the
acquisition of the AVJennings brand name.

The Group has elected to change its accounting policy relating to the treatment of rates and land taxes. The
Group now capitalises these holding costs to inventory instead of expensing them in the Income Statement when
incurred as was the practice in previous reporting periods. The change in accounting policy better reflects the
nature of these costs as the Group moves towards larger, longer term projects. The change in accounting policy
was adopted as a voluntary choice. In accordance with AASB1 First Time Adoption of Australian Equivalents to
International Financial Reporting Standards, this change in policy has been applied retrospectively.

(3) Explanation of material adjustments to the Cash Flow Statement

There are no material differences between the Cash Flow Statement presented under AIFRS and those
presented under AGAAP.

y) Comparative figures

When required by Accounting Standards, comparative figures have been adjusted to conform to changes in
presentation for the current financial year.
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3. REVENUES AND EXPENSES

Consolidated Parent
2006 2005 2006 2005
$'000 $'000 $'000 $'000
Revenues
Developments 312,868 284,548 - -
Contract building 147,728 192,676 - -
Gain on debtforgiven by a controlled entity - - 22,000 24,000
Finance revenue 213 293 - -
Management fees 797 850 - -
Rental revenue 41 50 - -
Sundryrevenue 846 701 - -
Total revenues 462,493 479,118 22,000 24,000
Depreciation and amortisation expense
Depreciation
Property, plantand equipment 16 1,609 1,445 - -
Amortisation
Property, plantand equipmentunder lease 16 397 458 - -
Brand name 17 492 492 - -
Total depreciation and amortisation expense 2,498 2,395 - -
Operating lease payments
Included in other expenses
Minimum lease payments 7,441 6,924 - -
Total operating lease payments 7,441 6,924 - -
Finance costs
Bank loans and overdrafts 15,619 10,795 - -
Finance charges payable under finance leases 112 142 - -
Finance charges payable to land creditors 513 769 - -
Total finance costs 16,244 11,706 - -
Less: Amount capitalised to inventories (15,890) (11,271) - -
Total finance costs expensed 354 435 - -

AVlennings Limited ABN 44 004 327 771 - 30



Notes to the Financial Statements
For the year ended 31 March 2006

4. INCOME TAX

Consolidated Parent
2006 2005 2006 2005
Note $'000 $'000 $'000 $'000

The major components ofincome tax expense are:

Currentincome tax 2,833 13,758 - -

Over provision in prior year (34) (171) - -
Deferred income tax:

Relating to origination and reversal of

temporary differences 20 4,335 4,281 - -
Income tax expense reported in the
consolidated Income Statement 7,134 17,868 - -
Areconciliation between tax expense and the product
of accounting profit before income tax multiplied by
the Group's applicable income tax rate is as follows:
Accounting profit before income tax 23,334 61,415 22,000 24,000
Atthe Group's statutory income tax rate of 30%
(2005-30%) 7,000 18,425 6,600 7,200
Adjustments in respectof currentincome tax of
previous years (34) (171) - -
Other non-deductible items and variations 168 (386) (6,600) (7,200)
Income tax expense reported in the
consolidated Income Statement 7,134 17,868 - -

Ta

x losses

The Group has capital tax losses arising in Australia of $1,013,526 (2005:$1,013,526) that are available
indefinitely for offset against future taxable capital profits of the companies in which the losses arose.

Tax consolidation

Effective 1 July 2002, for the purposes of income taxation, AVJennings Limited and its wholly-owned
subsidiaries formed a tax consolidated Group. Members of the Group have entered into a tax sharing
arrangement in order to allocate income tax expense to the wholly-owned subsidiaries on a pro-rata basis.
In addition, the agreement provides for the allocation of income tax liabilities between the entities should the
Head Entity default on its tax payment obligations. At the balance date, the possibility of default is remote.
AVJennings Limited, as Head Entity of the Group, has entered into an agreement with its wholly-owned
subsidiary, AVJennings Properties Limited, under which AVJennings Properties Limited will recognise tax
amounts relating to transactions, events and balances of the wholly-owned Australian Group in this and
future financial statements as if those transactions, events and balances were its own, in addition to the tax
balances arising in relation to its own transactions, events and balances.

Tax effect accounting by members of the tax consolidated group

Members of the tax consolidated Group have entered into a tax funding agreement. The tax funding
agreement provides for the allocation of current taxes of the tax consolidated Group in accordance with their
accounting profit for the period, while deferred taxes are allocated to members of the tax consolidated Group
in accordance with the principles of AASB112 Income Tax. Allocations under the tax funding agreement are
made at the end of each reporting period. The allocation of taxes under the tax funding agreement is
recognised as an increase/decrease in the subsidiaries’ inter-company accounts with AVJennings Properties
Limited. The Group has applied the group allocation approach in determining the appropriate amount of
current taxes to allocate to members of the tax consolidated Group.
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