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COMMUNITIES

Chairman’s Report
For 2008/09 Financial Year

Dear Shareholder,

Lifestyle Communities Limited is pleased to report a very strong year for the company,
despite possibly the most severe financial crisis the world has seen.

As detailed in the 2008/09 Annual Report, your Board is pleased to report some significant
milestones during in the last 12 months, which | believe will lay the foundation for continued
strong financial performance of the company.

It is particularly pleasing to report a Net Profit After Tax of $705,000. This result includes a
one-off loss on the sale of land at Lynbrook of $3.0m incurred during the first half of the
year. It is important to recognise the second half of the financial year produced a Net Profit
After Tax of over $3.0m, which your Directors believe reflects the current underlying
performance of the business.

Throughout the year, the Board has continually reviewed strategy and risk in light of the
global financial crisis, resulting in some decisions to financially strengthen the company. In
particular, the sale of land for a future village at Lynbrook was a prudent decision and has
contributed to significantly reducing company net debt levels from a peak of over $36m in
December 2008 to $22.7m as at 30 June 2009.

While the improved financial performance is most heartening, the most critical fact for all
shareholders is that the fundamentals of our business opportunity continue to be reinforced
based on recent statistics:

Up to 2015, more Australians over 60 will be retiring from the workforce than entering it;

e More than 80% of retiring Australians will rely solely on the Federal Government
Pension and Rental Assistance as they have insufficient or no retirement savings and

e Research indicates that access to safe, secure and affordable housing in close proximity
to family and services will remain a priority for those over 55.

The successful launch of two new Lifestyle Villages at Tarneit and Warragul was an
operational highlight of the year and with Lifestyle Village Brookfield at Melton in its final
stages, advanced planning for future villages is well under way to ensure the ongoing growth
of the company.
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Critical to the success of the business have been the efforts of the entire team at Lifestyle
Communities, who have the responsibility to develop, build and sell new villages, as well as
manage the operations for existing residents and ensure they obtain the full benefits of

living within our villages. On behalf of all shareholders, | would like to thank them for their
loyalty and contribution to building a successful company with a great future.

As Chairman, | would also like to take this opportunity to thank my fellow Directors for their
contribution, support and energy to grow the financial strength of Lifestyle Communities
and secure future value for all shareholders.

| encourage you to read the Annual Report and | look forward to your participation in our
forthcoming Annual General Meeting, the details of which are set out elsewhere in this
Report.

| look forward to your continued support of the Company.

Yours sincerely

David Paranthoiene
Chairman
20 August 2009
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Managing Director's Report
Dear Shareholder,

The strong growth in the Lifestyle Communities business and operating profit for the year
was the result of a single minded focus on delivering affordable accommodation to the over
55’s market. The second half of the year was more representative of the business moving
forward, benefited from the opening of two additional villages being Lifestyle Seasons in
Tarneit and Lifestyle Warragul.

In addition, the business has indirectly benefited from the strength of the sub $320,000
residential property market as it has assisted our customers in selling their existing homes.
This in turn has enabled our customer to complete the settlement with Lifestyle
Communities sooner, further contributing to a strong operating performance.

Given the economic conditions that were prevalent during the financial year, the sales rate
that was achieved at the three villages under construction was strong, with sales in the
second half of the financial year ahead of expectations. At the end of the financial year,
Lifestyle Communities had six months of its forecast FY2010 revenue in hand in the form of
customer deposits and executed contracts.

Some of the key highlights for the financial year include:

Achieved an EBITDA (Earnings before Interest, Tax, Depreciation & Amortisation) of
$1.7m ($2.1m 2008), however after reversing the $3.0m Lynbrook loss on the sale of
land, the normalised EBITDA for 2008/09 is $4.3m;

Recorded a Net Profit After Tax (NPAT) of $705,000, with the second half alone
delivering a NPAT over $3.0m;

Reduced net debt from a peak of over $36.0m in December 2008 to $22.7m at 30 June
2009;

Received second half unit settlements income of $8.3m compared with $4.7m for first
half;

Received $1.2m in site rental income compared with $761,000 for the previous financial
year;

Opened the Lifestyle Seasons Village in Tarneit and Lifestyle Warragul; and

Successfully raised $6m through a non renounceable rights issue and share placement.
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Lifestyle Communities now has a number of villages in various stages of management,
development and planning.

e Brookfield Village, with 229 sites available continues to perform well with the village
having less than 40 of its remaining sites to sell and over 245 residents living in the
village.

o Lifestyle Seasons village in Tarneit and Lifestyle Warragul villages were opened in
December 2008 with residents moving in the same month. More than 30% of the
Lifestyle Seasons village is committed or sold and more than 25% of the Lifestyle
Warragul village is committed or sold.

e The Lifestyle Shepparton village is currently scheduled to commence mid 2011.

e The land set aside for the development of the Lifestyle Communities village in Lynbrook
was sold during the financial year and no longer forms part of the forward development
program, which resulted in a one off loss on disposal of $3.0m.

e The option to purchase land in Bendigo to lapse as the proposed rezoning of the site to
suit a Lifestyle Communities development was not successful.

e A 50/50 joint venture agreement on a site in Cameron Street, Cranbourne has been
entered into. The joint venture is conditional on achieving a planning permit and suitable
finance. Subject to this we expect the project to commence in the last quarter of the
financial year.

e Negotiations are underway to secure additional sites for Lifestyle Villages and the
company may continue to pursue joint venture opportunities to lower future capital
requirements.

Outlook

The Lifestyle Communities business performed well during the financial year. Enquiries for
all villages remains strong with sales rates at Brookfield Village the same or better than last
year and sales at Warragul and Tarneit on target. With revenues now flowing through from
the 3 villages we are selling at Brookfield, Tarneit and Warragul, we believe the company will
deliver further growth in earnings during 2010.

The Global Financial Crisis has meant the State and Federal Governments have supported
first home buyers with cash grants. In addition to the ongoing shortage of homes in the
outer suburbs, these grants have had a positive impact on residential real estate and
assisted Lifestyle Communities customers who are selling homes prior to moving into a
Lifestyle Communities’ village.

Lifestyle Communities is on track to complete and settle approximately 100 homes in
FY2010 financial year with the company planning to commence the development on a new
village every 12 to 18 months to ensure that this sales rate is maintained into future periods.
The company maintains a conservative view on debt and will manage the roll out of new
villages in line with this view.
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Conclusion

Lifestyle Communities remains on track to continue to deliver affordable housing to people
over the age of 55 and is pleased with the operating performance of the business. General
economic conditions remain challenging; however our experience is that the more
affordable end of the retirement and general housing market remains stable.

The year ahead promises to be challenging and bar anything unforseen arising, Lifestyle
Communities will meet its sales and settlement budgets and expectations. | look forward to
keeping you informed on our progress throughout the year.

by

James Kelly
Managing Director
20 August 2009
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Directors’ Report

Your directors submit their report for the financial year ended 30 June 2009.

Directors
The names of the company’s Directors in office during the year and until the date of this
report are as below. Directors were in office for the entire period unless otherwise stated.

David Paranthoiene, Chairman

Formerly Managing Director of Namberry Limited, David became a Non-Executive Director
of Lifestyle Communities Limited in 2007 and chairman in February 2008. David was a
founding principal of the Australian Stock Exchange listed telecommunications company
Pracom Limited, spending more than 21 years in senior leadership roles including that of
Managing Director. He brings to Lifestyle Communities Limited extensive experience in
business operations within services enterprises.

James Kelly, Managing Director

James was appointed Managing Director in 2007. With over 27 years experience in property
development and construction, James brings to Lifestyle Communities a wealth of
knowledge and experience in the property industry. Prior to establishing Lifestyle
Communities, James held several senior management roles in property and related sectors.

Bruce Carter, Executive Director Finance

A founding member of Lifestyle Communities Limited, Bruce has more than 22 years
experience in financial and business management. He was the co-founder of Australian
Stock Exchange listed telecommunications company Pracom Limited, serving as Joint
Managing Director from 1988 to 2002. Bruce brings to Lifestyle Communities Limited
extensive knowledge and experience of building and operating complex Australian Stock
Exchange listed companies.

Dael Perlov, Executive Director Operations

A founding member of Lifestyle Communities Limited, Dael was appointed as Executive
Director, Operations in 2007. With more than 20 years sales and marketing experience, Dael
has a strong background in business innovation; his experience in service delivery to both
consumer and corporate markets is invaluable in establishing the robust systems and
procedures needed to operate Lifestyle Communities Limited.
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Tim Poole, Non-Executive Director

Tim was appointed to the board of Lifestyle Communities Limited, as a Non-Executive
Director in November 2007. He has a Bachelor of Commerce from University of Melbourne
and is a Chartered Accountant. Tim is Chairman of Asciano Group, Non-Executive Director of
Newcrest Mining Limited and a Director of Victorian Racing Club Limited. He is also a
Member of the Investment Committee of the industry superannuation fund AustralianSuper
and a Member of the LEK Consulting Advisory Board. Formerly, he was the Managing
Director of Hastings Funds Management.

Ray South, Company Secretary

Ray is a Chartered Accountant, Fellow of the Institute of Chartered Accountants, Fellow of
the Chartered Institute of Secretaries and Fellow of the Australian Society of Certified
Practicing Accountants. Ray has not held any directorships in any other listed entities during
the past three years. Ray is a contractor of the company in his role as a professional
Company Secretary and was appointed in September 2004.

Key Management

Jenny Romeo, Chief Financial Officer

Jenny joined Lifestyle Communities Limited in 2007 bringing both practical and technical
skills gained by 22 years financial management experience within a broad range of company
structures. With a keen interest in systems development and implementation, Jenny will
ensure the Company’s financial management and reporting environment keeps pace with
the evolution and expansion of operations. Jenny holds a Bachelor of Economics (Monash)
and is a member of the Institute of Chartered Accountants.
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Interests in the Shares and Options of the Company and Related Bodies
Corporate

At the date of this report, the interests of the directors in the shares and options of Lifestyle
Communities Limited were:

Director Fully Paid Options over
Ordinary Shares  Ordinary Shares

Bruce Cater 106,559,042 1,500,000

Dael Perlov 84,266,652 Nil

James Kelly 101,716,417 Nil

David Paranthoiene 6,370,646 1,500,000

Tim Poole 6,845,334 4,000,000

Dividends

The Lifestyle Communities directors have resolved not to pay a dividend in respect of the
2009 financial year. Directors believe it is prudent to retain cash in the business for the
ongoing ability to pay down debt and to continue to develop the company.

Principal Activities

The principal activities of the business have not changed during the financial year ended 30
June 2009 and the company remains focused on creating and managing master planned
residential villages for active, independent people aged 55 and over.

Operating & Financial Review

Significant Operating Results

e Revenues: $14.8m ($8.8m 2008)

e Earnings before Interest Tax Depreciation Amortisation and loss on sale $4.7m ($2.1m
2008)

e Net profit after tax for the year: $705,000 (loss $2.9m 2008)

e Net Assets at the end of the year: $22.1m ($15.2m 2008)

e Closing Debt $24.6m ($27.1m 2008)

Full details are provided in the notes to financial accounts section of this report.
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Outlook — Future Activities

The financial results for the full year of operations are pleasing and complementary to the
medium term plan of developing a consistent annuity income stream from occupied sites
across multiple villages.

Our focus has been and continues to be on delivering affordable villages for over 55’s that
offer:

e Community links to allow people to stay engaged with friends, neighbours and family;
e Affordability and the ability to live well;

e Designs that are appropriate to the needs of our customers as they get older;

e Asafe and secure environment;

e Asense of neighbourhood that encourages social interaction; and

e Easy access to public transport, doctors, and shops.

These factors are some of the key drivers behind the Lifestyle Communities business plan to
build and operate independent living communities targeting those people who are over 55
years of age.

Your Directors therefore believe that the business will continue to grow at a managed and
sustainable level, in line with the availability of sites and the needs of the population as it
continues to age.

This year’s profit performance highlights the progress of the business. The Directors’ focus
over the next 12 months is to continue to concurrently build and sell at multiple sites to
generate a substantial ongoing rental income stream with a focus on profit maximisation as
well as ensuring that the business always delivers a high level of service to Lifestyle
Communities residents.

The Board has a strong belief in the future demand for the lifestyle that is delivered within
our residential villages and with recent increases in the price of land and rising building
costs, Lifestyle’s affordable independent living will become increasingly attractive to many
prospective customers.

Significant Changes in the State of Affairs
During the year ended 30 June 2009, there have been not significant changes to the
business.

Significant Events after the Balance Date

On the 17th August 2009, the company announced that it had entered into a conditional
joint venture agreement to develop an over 55’s residential village in Cameron Street,
Cranbourne, Victoria.
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As part of the arrangement, Lifestyle Communities will acquire a 50% interest in the
Cameron Street site for approximately $3.65 million and enter into additional agreements
for Lifestyle Communities to develop, manage and operate the village on the completion of
the development.

The purchase of the 50% interest in the land and the joint venture agreement is conditional
on a planning permit for an over 55’s residential village being issued and the joint venture
being able to secure appropriate finance.

Likely Developments and Expected Results
Directors will continue to focus on opportunities to build shareholder value.

Lifestyle Communities has an exciting year ahead. Brookfield Village is in its last stage of new
home sales. Both the Tarneit and Warragul villages are expected to complete their second
stages of sales and welcome many more new residents into the villages. All three villages are
already generating recurring revenue and we expect this to result in the company delivering
revenue and earnings (EBITDA) growth in the 2010 year.

Environmental Regulation and Performance
No significant Environmental Regulations or Performance Targets have been encountered
during the reporting period.

Indemnification and Insurance of Directors and Officers
During the financial year, the Company has paid premiums in respect of a contract of
insurance for Directors’ and Officers’ Liability.

The nature of the liabilities insured and premium payable under this contract of insurance
has not been disclosed in accordance with confidentiality provisions within the policy.
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Directors’ Meetings
The number of meetings of Directors (including meetings of committees of directors) held
during the year and the number of meetings attended by each Director was as follows:

Directors’ Meetings

No. of Meetings in year ended

30 June 2009
Held Attended
D. Paranthoiene 13 13
B. Carter 13 13
D. Perlov 13 13
J. Kelly 13 13
T. Poole 13 13

Audit Committee Meetings

No. of Meetings in year ended

30 June 2009
Held Attended
D. Paranthoiene 2 2
T. Poole 2 2

Remuneration Committee Meetings

No. of Meetings in year ended

30 June 2009
Held Attended
D. Paranthoiene 1 1
T. Poole 1 1
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Committee Membership
As at the date of this report, the Company had an Audit Committee. Members acting on the
audit committee of the board during the year were D. Paranthoiene and T. Poole.

Remuneration Committee Membership

As at the date of this report, the Company had a Remuneration Committee. Members acting
on the Remuneration Committee of the board during the year were D. Paranthoiene and T.
Poole.

Corporate Governance

In recognising the need for the highest standards of corporate behaviour and accountability,
the Directors of Lifestyle Communities Limited support and have adhered to the principles of
corporate governance. The Company’s corporate governance statement is contained later in
this report.

Auditor Independence and non-audit Services
The Directors received an Independence Declaration from the auditor of Lifestyle
Communities Limited.
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Non-audit Services

The Company’s auditor, Pitcher Partners, provided Tax Compliance Services at a cost of
$3,150. The Directors are satisfied that the provision of this non-audit service is compatible
with the general standard of independence for auditors imposed by the Corporations Act.
The nature and scope of this non-audit service means that auditor independence was not
compromised.

Remuneration Report (Audited)

The Remuneration Report has been subject to audit. It outlines the remuneration
arrangements in place for Directors and Executives of the Company.

Compensation of Key Management Personnel

The Company has established a Remuneration Committee and utilises the remuneration
philosophy and policies listed below. Given that the business is in the early stage of
development, the board has decided that the most appropriate performance hurdle, at this
stage, is the company share price which impacts on the value of options issued.

Remuneration Policy

The Remuneration Policy is designed to determine the remuneration arrangements in place
for Directors and executives of the Company.

Remuneration Philosophy

The Board of Directors of Lifestyle Communities Limited is responsible for determining and
reviewing compensation arrangements for the Directors and the executive team. The Board
of Directors assesses the appropriateness of the nature and amount of emoluments of such
officers on a periodic basis by reference to relevant employment market conditions with the
overall objective of ensuring maximum stakeholder benefit from the retention of a high
quality Board and Executive Team.

Such officers are given the opportunity to receive their base emoluments in a variety of

forms including cash and fringe benefits. It is intended that the manner of payment chosen
will be optimal for the recipient without creating undue cost for the Company.
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Remuneration Structure

In accordance with best practice corporate governance, the structure of Non-Executive
Director and Senior Manager Remuneration is separate and distinct.

(i) Non-Executive Director remuneration

Objective

The Board seeks to set aggregate remuneration at a level which provides the Company with
the ability to attract and retain Directors of the highest calibre, whilst incurring a cost which
is acceptable to shareholders.

Structure

The Constitution and the ASX listing rules specify that the aggregate remuneration of Non-
Executive Directors shall be determined from time to time by a General Meeting. An amount
not exceeding the amount determined is then divided between the directors as agreed. The
latest determination was at the Annual General Meeting held in November 2007 when
shareholders approved an aggregate remuneration of $1,000,000 per year however Non-
Executive Directors fees have been significantly less than this amount during 2008/09. Each
Director normally receives a fee for being a director of the company. The remuneration of
Non Executive Directors for the period ended 30 June 2009 is detailed in the Remuneration
Table in this Report.

(ii) Senior Manager and Executive Director remuneration

Objective

The Company aims to reward executives with a level and mix of remuneration
commensurate with their position and responsibilities within the Company so as to:
e Align the interests of executives with those of shareholders;

e Link reward with the strategic goals and performance of the Company; and

e Ensure total remuneration is competitive by market standards.

(iii) Structure
Employment contracts are entered into with senior executives that aim to achieve
all the above objectives.

Compensation of Key Management Personnel

(i) Employment contracts
Executive Directors

All Executive Directors are employed under a 3 year contract. The current employment
contracts commenced on 22 May 2007. Under the terms of the present contracts Executive
Directors may resign from their positions and thus terminate their contracts by giving 3
months written notice to the Company.

The Company may terminate any of these employment agreements by providing 3 months

written notice or providing payment in lieu of the notice period (based on the fixed
component of their remuneration plus entitlements).
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The Company may terminate the contract at any time without notice if serious misconduct
has occurred. Where termination with cause occurs the executive is only entitled to that

portion of remuneration that is fixed plus entitlements, and only up to the date of
termination.
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(ii) Compensation of Directors and Key Management Personnel (Consolidated) for the year-ended 30 June 2009

30 June 2009 Short Term Post Employment Long Term Share Total Total
Based Performance
Payment Related
Salary Cash Non Other Super Retirement Incentive Options
& Fees Bonus $ Monetary Benefits Plans
$ $ $ $ $ $ $ % $

Directors
D Paranthoiene 60,000 - - - - - - - - 60,000
T Poole 29,999 - - - 2,700 - - 128,604 79.7 161,303
B Carter 154,128 - - - 13,871 - - - - 167,999
J Kelly 220,183 - - - 19,816 - - - - 239,999
D Perlov 220,183 - - - 19,816 - - - - 239,999
Executives
J Romeo 165,137 - - - 14,862 - - - - 179,999
Total 849,630 - - - 71,065 - - - 920,695
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(iii) Compensation of Directors and Key Management Personnel (Consolidated) for the year-ended 30 June 2008

30 June 2008 Short Term Post Employment Long Term Share Total Total
Based Performance
Payment Related
Salary Cash Non Other Super Retirement Incentive Options
& Fees Bonus $ Monetary Benefits Plans
$ $ $ $ $ $ $ % $

Directors
D Paranthoiene 48,000 - - - - - - - - 48,000
T Poole 24,555 - - - 2,210 - - 87,733 76.6 114,498
B Carter 127,828 - - - 11,504 - - - - 139,332
J Kelly 180,427 - - - 16,239 - - - - 196,666
D Perlov 180,427 - - - 16,239 - - - - 196,666
B Redden 67,500 - - - - - - - - 67,500
Executives
J Romeo 153,431 - - - 13,809 - - - - 167,240

782,168 - - - 60,001 - - 87,733 929,902

(1) Mr Redden resigned as Chairman on 5 February 2008

The directors consider that there are no other key management personnel within the group

Lifestyle Communities Limited and controlled entities
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Options granted as part of remuneration for the year ended 30 June 2009
As at the date of this report, there were 10,250,000 unissued ordinary shares under options.
Refer to the remuneration report for further details of the options outstanding.

The fair value per option is $0.1151 as at date of the grant.

For details on the valuation of the options, including models and assumptions used, please
refer to note 28.

There were no alterations to the terms and conditions of options granted as remuneration
since their grant date. There were no options granted during the year.

There were no forfeitures during the period.
Signed in accordance with a resolution of the Directors.

On behalf of the Board

Do Pt 7““‘“/{"’(7.

David Paranthoiene James Kelly
Chairman Managing Director
20 August 2009 20 August 2009
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PITCHER PARTNERS

An independent Victorian Partnership
ABN 27 975 255 196

AUDITOR’S INDEPENDENCE DECLARATION
To the Directors of Lifestyle Communities Limited

In relation to the independent audit for the year ended 30 June 2009, to the best of my knowledge
and belief there have been:

(1)  No contraventions of the auditor independence requirements of the Corporations Act 2001 .
(i) No contraventions of any applicable code of professional conduct.

- P R

S D WHITCHURCH PITCHER PARTNERS
Partner Melbourne
20 August 2009
Page [ 19
Liability limited by a scheme approved under Professional Standards Legislation Pitcher Partners, including Johnston Rorke, is an association of independent firms

Melbourne | Sydney | Perth | Adelaide | Brisbane
An independent member of Baker Tilly International



Corporate Governance Statement

The Board of Directors of Lifestyle Communities Ltd is responsible for the corporate
governance of the Company. The Board guides and monitors the business and affairs of the
Company on behalf of the shareholders by whom they are elected and to whom they are
accountable.

Lifestyle Communities Ltd’s corporate governance principles and policies are structured with
reference to the Corporate Governance Council’s best practice recommendations, which are
as follows:

Lay solid foundations for management and oversight

Structure the board to add value

Promote ethical and responsible decision making

Safeguard integrity in financial reporting

Make timely and balanced disclosure

Respect the rights of shareholders

Recognise and manage risk

O N U A WDNRE

Remunerate fairly and responsibly

The Board continued to operate under the following policies during the year.
e Board Charter

e Board Code of Conduct

e Audit Committee Charter

e Remuneration & Nomination Committee Charter

e Dealing in Securities; Directors & Officers Policy

e Dealing in Securities; Staff Policy

e Disclosure Policy

1. Lay Solid Foundations for Management and Oversight

The Board’s responsibilities include development of strategy, oversight of management, risk
management and compliance systems, and monitoring performance. The Board has
established certain policies and protocols in relation to the Company’s operations, some of
which are summarised below.

The Board’s activities are governed by the Board Charter and the Board Code of Conduct. All
Board members are entitled to obtain independent professional advice after advising the
other Directors of the intention to do so. David Paranthoiene and Tim Poole are non-
executive Directors. Messrs Perlov, Kelly & Carter are all significant shareholders, they are
executive directors and involved in the day-to-day operations of the Company.

It is the responsibility of management to administer the company in accordance with the
directions and policies of the Board and within the powers delegated by the Board.
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The responsibilities of the Board are set out in the Board Charter which can be viewed on
the company’s website. The company has established the functions delegated to senior
executives as part of their employment contracts and as such the company considers them
to be confidential.

Appointment and induction of senior executives is carried out in a manner appropriate to
the size of the company. Performance is monitored and appraised on a continuous basis.
The evaluation process is informal as this is considered appropriate to the size of the
company. The performance evaluation of the senior executives is in accordance with these
principles.

2. Structure the Board to Add Value

The Board comprises a Non-executive Chairman and three executive directors and a non-
executive director whose qualifications and experience are set out in the Directors Report.

Corporate Governance Council Recommendation 2.1 requires a majority of the Board to be
independent directors. Of the two non-executive directors, Mr Tim Poole is considered to
be independent as defined in the ASX Guidelines. Mr D Paranthoiene, who is not an
independent director as defined in the ASX Guidelines, is Chairman. Mr J Kelly is CEO of the
company.

Whilst not all recommendations are complied with because of the Company’s size and cost
considerations, the Board has an appropriate level of industry experience and business skills.

The company has no formal performance evaluation procedure for the Board. The informal,
ongoing self evaluation by the Board is appropriate for its size.

The functions of a nomination committee are carried out by the Remuneration and
Nomination Committee the Charter for which is available on the company’s website.
Messrs Paranthoiene and Poole form this committee and both have attended two meetings
out of two. The company has no formal procedure or policy for the selection and
appointment of new directors as this is considered appropriate to the requirements of a
small company. Re-election of directors is carried out in accordance with the Listing Rules
and the company’s Constitutions.

Whenever necessary, individual members of the Board may seek independent professional
advice at the expense of the Company in relation to fulfilling their duties as directors.

Directors acknowledge the need to act in good faith in the interests of all shareholders.
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3. Promote Ethical and Responsible Decision-making

Directors, management and staff are expected to act ethically and responsibly at all times.
The company’s Code of Conduct may be viewed on the company’s website. All Board
members are qualified professionals within their respective industries and accordingly
conduct themselves in a professional and ethical manner in both their normal commercial
activities and the discharge of their responsibilities as directors.

Under the Company’s Securities Trading Policy, an executive or Director must not trade in
any securities of the Company at any time when they are in possession of unpublished, price
sensitive information in relation to those securities.

Directors and officers of Lifestyle Communities Ltd should not deal in securities of Lifestyle

Communities Ltd or communicate information concerning Lifestyle Communities Ltd to a

person who may deal in securities unless:

e They have satisfied themselves that they are not in possession of any price sensitive
information that is not generally available to the public:

e They have advised the Chairman of their intention to do so:

e The Chairman has made appropriate enquiries of other directors and officers:

e The Chairman has indicated that there is no impediment to them doing so.

The Chairman will generally allow directors and officers to deal in securities of Lifestyle
Communities Ltd as a matter of course (unless there is in existence price sensitive
information that has not been disclosed because of an ASX Listing Rule exception) in the
following periods:

e Within the period of one month after the release of annual and half yearly results
e Within the period of one month after the issue of a prospectus

They should also wait at least 2 business days after the relevant release so that the market
has had time to absorb the information.

The Company’s Trading Policy, which is in accordance with the ASX Corporate Governance
Principles, may be viewed on the Company’s website.

The Board recognises the legitimate interests of shareholders, employees and other
stakeholders.

Lifestyle Communities Ltd will work closely with relevant community groups and people to

identify significant cultural and heritage sites and any impact the Company’s activities may
have on them.
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Lifestyle Communities Ltd is committed to protecting the environment and safeguarding
public and employee health in all aspects of its operations. Environmental protection and
safe conduct are the responsibility of Lifestyle Communities Ltd, its employees, its alliance
partners and suppliers of goods and services.

Specifically, Lifestyle Communities Ltd will:

e comply with the intent and provision of all applicable laws, regulations and standards;

e minimise environmental impact; and

e ensure that employees, partners, suppliers and the public are made fully aware of
Lifestyle Communities Ltd’s responsibility for the effect of its operations on the
environment;

&

Safeguard Integrity in Financial Reporting

In accordance with modern governance practice, the company has formed an audit
committee.

Due to the size of the Board, there are currently only two members of the Audit committee:
D. Paranthoiene and T. Poole whose details are set out in the Directors’ Report. The
committee has met on two occasions during the year with the following attendances:

D Paranthoiene 2 out of 2
T Poole (Independent Director) 2 out of 2

The Audit Committee Charter which is available on the company’s website, directs the role
of the Committee, and the Committee oversees the risk management and audit processes of
the Company. The Committee also regularly reviews the work of the external auditors to
determine whether a change in Auditors would be in the best interests of the Company. In
doing so, it assesses the firm’s policy of partner rotation, its independence, and ensures that
no extra assignments are allotted to the auditors that would infringe on their independence.
Auditors are officially invited to attend the Annual General Meeting by the Audit Committee.

5. Make Timely and Balanced Disclosure

The Board aims to ensure that the shareholders are fully informed of all material
developments on a timely basis. The Board aims to ensure that shareholders are in a
position to assess the Board performance and Company results. Information is
communicated in a clear and balanced way to shareholders through:

Lifestyle Communities Limited and controlled entities Page | 23



e Continuous disclosure to the ASX. Lifestyle Communities is committed to maintaining full
and proper disclosure to its shareholders and the market in general. This is addressed in
the Disclosure Policy adopted by the Board which is available in the company’s
Governance Manual on the website, and through the appointment of a disclosure officer
who has accountability for ensuring that timely and appropriate disclosure is
continuously addressed.

e Meetings. The Company holds a general meeting each year and copies of the Managing
Director’s address are placed on the ASX and Lifestyle Communities website for those
unable to attend. The external auditor attends the meeting each year and is available to
answer questions from the shareholders regarding the audit process and the audit
report.

e Reporting. In addition to any ongoing disclosure updates, Lifestyle Communities formally
reports to the shareholders and the market twice each year. These reports contain both
financial results and an update on key strategic and operational issues.

o www.lifestylecommunities.com.au. The Lifestyle Communities website provides
comprehensive information regarding the Company’s operations. It also includes an
investor section with current reports. Historical reports are available upon request.

6. Respect the Rights of Shareholders

The Board aims to ensure in accordance with the Recommendation 6.1 that all shareholders
are informed of major developments affecting the affairs of the Company. Information is
communicated to the shareholders through the annual, and half year reports, disclosures
made to the ASX, notices of meetings and occasional letters to shareholders where
appropriate.

The company maintains a website on which is placed company announcements, the Annual
Report and company policies. The Governance Manual on the company’s website contains
the company’s communications policy.

The auditor is invited to the Annual General Meeting for the purpose of answering
shareholders’ questions.

7. Recognise and Manage Risk

The Board has responsibility for managing risk and internal control and acknowledges that
risk management is a core principle of sound Corporate Governance. The financial viability,
reputation and future of the company are materially dependent on the manner in which risk
is managed.
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The Board’s strategy covers the areas of Financial Risk, Operational Risk, Insurance and
Internal Control. The company has not appointed a Risk Management Committee due to the
importance the Board places on risk mitigation. In addition, the small size of the Board
makes it appropriate for the full board to manage this area.

Financial Risk

The Board receives regular financial reports which measure performance and trends against
budget. The reports are discussed at Board Meetings and the Chief Financial Officer answers
guestions posed by the Directors. Any variations from budget are highlighted, explained and
evaluated. This scrutiny is appropriate to a company of the size of Lifestyle Communities Ltd.
In addition to monthly financial reporting, the company has in place policies to manage
credit and other business risks. Non-executive Directors meet at appropriate times with the
external auditor in order to fulfil the Audit Committee Charter. This Charter may be viewed
on the company’s website.

Operational Reporting

Projects are approved only after extensive review and detailed submissions to the Board
through the Chairman. Outside consultants are engaged as required to enhance the chances
of success. Environmental considerations are factors in the consideration of every new
project and are fully evaluated and reported before approval by the Board.

Insurance

The Board recognises the value of insurance as a risk mitigation strategy and works with a
leading insurance broker to ensure that appropriate insurance cover is in place at all times.
Contracts with contractors are drawn up or reviewed by solicitors prior to the company
entering into any commitment.

Internal Control and Audit

In a small company, an extensive internal control system is not possible however there is a
natural control as a consequence of being small. The Board works very closely with the staff
and, because the transactional volume is small, the Directors have a detailed knowledge of
the working of the company. It is considered that an internal audit function is therefore not
appropriate at this time. The Directors believe the system of internal control is appropriate
to the size of the company and to its level of potential risk.

Declaration by the Managing Director and Chief Financial Officer

In accordance with Governance Recommendation 7.1, both the Managing Director and Chief
Financial Officer sign the following declaration in the presence of the Board prior to the
Board accepting the Financial Results each year:
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e in accordance with the Corporations Act 2001 section 295A, | declare that to the best of
my knowledge and belief:

e the financial records of the disclosing entity for the financial year have been properly
maintained in accordance with section 286; and

e the financial statements, and the notes for the financial year comply with the accounting
standards; and

e the financial statements and notes for the financial year give a true and fair view; and

e any other matters that are prescribed by the regulations for the purposes of this
declaration in relation to the financial statements and the notes for the financial year
are also satisfied.

Also in accordance with the ASX Corporate Governance Council Best Practice
Recommendations 4.1 and 7.2, to the best of my knowledge and belief, and in my opinion:

(i) the financial reports present a true and fair view, in all material respects, of the
company’s financial condition and operational results and are in accordance with
relevant accounting standards; and

(i) the statement in (i) above concerning the integrity of financial statements is
founded on a sound system of risk management and internal compliance and
control, which implements the policies adopted by the board; and the company’s
risk management and internal compliance and control system is operating efficiently
and effectively in all material respects.

The Board has procedures in place to recognise and manage risk. The three executive
directors report to the Board on matters pertaining to risk.

8. Remunerate fairly and responsibly.
The Company has established a Remuneration and Nomination Committee.

The Board is responsible for determining and reviewing the remuneration of the directors,
Executive Officers and other employees of the company. This process requires
consideration of the levels and form of remuneration appropriate to securing, motivating
and retaining employees with the skills to manage the Company’s operations. The Board
reviews the remuneration of officers and employees of the Company. In order to retain and
attract executives of sufficient calibre to facilitate the efficient and effective management of
the Company’s operations, the Board may seek the advice of external advisers in connection
with the structure of remuneration packages.

The Board also reviews the levels and form of remuneration for non executive directors with
reference to performance, relevant comparative remuneration and independent expert
advice. The total sum of remuneration payable to non executive directors shall not exceed
the sum fixed by members of the Company in general meeting. Details of the structure of
directors’ and senior executives’ remuneration are set out in the Directors’ Report. Details of
the Remuneration Committee are set out in section 2 of these notes.
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The Board reviews the composition of the Board on a regular basis to ensure that the Board
has the appropriate mix of expertise and experience.

It is the Company’s objective to provide maximum shareholder benefit from the retention of
high quality Board members and Executives. Directors and Executives are remunerated with
reference to market rates for comparable positions. Details of the remuneration of specified
directors and executives are contained in the Directors report.

Termination payments are not agreed in advance. In the event of a termination, the
company complies with all appropriate legal requirements and company policy precludes
any payment in the event of removal for misconduct.

No formal evaluation of the performance of the Board is conducted. The Board, being a
small active Board is in a position to view its performance on a constant basis. Similarly, key

executives are well known to the Board and constant contact with them forms a constant
performance review.

Signed by the Managing Director and Chief Financial Officer

s felly 5/ -

James Kelly Jenny Romeo
Managing Director Chief Financial Officer
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Financial Statements
The Managing Director has stated to the Board that the Company’s financial reports in all
material aspects represent a true and fair view and are in accordance with relevant

accounting standards.
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ASX Additional Information

Additional information required by the Australian Stock Exchange Ltd and not shown

elsewhere in this report is as follows. The information is current as at 20 August 2009.

(a) Distribution of equity securities

(i) Ordinary share capital

462,073,090 fully paid ordinary shares are held by 2,810 individual

shareholders

(ii) Options

10,250,000 options are held by 7 individual option holders.
Options do not carry a right to vote

The number of shareholders, by size of holding, in each class is:

Fully paid Options
ordinary shares
1-1,000 538,820 -
1,001 - 5,000 1,500,121 -
5,001 - 10,000 1,160,447 -
10,001 - 100,000 15,875697 -
100,001 and over 443,002,090 10,250,000
462,073,090 10,250,000
Holding less than a marketable parcel 2,135
(b) Substantial Shareholders
Fully Paid
Ordinary Shareholders Number Percentage
Daken Investments Pty Ltd 83,602,235 18.09%
B.S Carter Investments Pty Ltd 81,052,000 17.54%
MasonKelly Pty Ltd 80,952,000 17.52%
Sandhurst Trustees Ltd 34,358,185 7.44%
278,964,420 60.59%
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(c) Twenty largest holders of quoted equity securities

LIFESTYLE COMMUNITIES LIMITED
Top 20 Holders

Rank Name Units
1. DAKEN INVESTMENTS PTY LTD 83,602,235
2. INVIA CUSTODIAN PTY LIMITED <B S CARTER FAMILY A/C> 81,052,000
3. MASONKELLY PTY LTD 80,952,000
4. SANDHURST TRUSTEES LTD <JMFG CONSOL A/C> 34,358,185
5. INVIA CUSTODIAN PTY LIMITED <CARTER SUPER FUND A/C> 21,833,625
6. KELLY SUPERANNUATION FUND PTY LTD 20,100,000
7. MAXIMA ETHAN PTY LTD <MAXI FOGELGARN SUPERFUND A/C> 12,600,000
8. ANZ NOMINEES LIMITED <CASH INCOME A/C> 8,023,205
9. CARPAR INVESTMENTS PTY LTD 6,018,000
10. MRS JANE CAROLINE POOLE 5,595,334
11. DALEFORD WAY PTY LTD 5,555,557
12. PERLOV SUPERANNUATION PTY LTD 5,100,000
13. BELL POTTER NOMINEES LTD <BB NOMINEES A/C> 4,478,542
14. THIRTY-FIFTH CELEBRATIONS P/L <J C MCBAIN SUPER FUND A/C> 4,107,834
15. INVIA CUSTODIAN PTY LIMITED <PARANTHOIENE SUPER FUND A/C> 3,361,646
16. SANDHURST TRUSTEES LTD <JM MPS A/C> 3,269,185
17. EQUITY TRUSTEES LIMITED <SGH MICRO CAP TRUST A/C> 3,125,000
18. GIOVANNI NOMINEES PTY LTD 3,125,000
19. MOSTIA DION NOMINEES PTY LTD 3,125,000
20. REEFBAY HOLDINGS PTY LTD <J & G WOOD SUPER FUND A/C> 2,120,750

Totals: Top 20 Holders of ISSUED CAPITAL

391,503,098

%o of Units
18.090
17.540
17.520
7.440
4.730
4.350
2.730
1.740
1.300
1.210
1.200
1.100
0.970
0.890
0.730
0.710
0.680
0.680
0.680
0.460
84.728

Additional information required by the Australian Stock Exchange Ltd. not shown elsewhere
in this report is as follows. The information is as at 31 July 2009 (as the most practicable date

close to the date of this report).

LIFESTYLE COMMUNITIES LIMITED

Range of Units Snapshot

Range Total holders Units

1- 1,000 1,405 534,820

1,001 - 5,000 620 1,500,121

5,001 - 10,000 149 1,160,447

10,001 - 100,000 493 15,875,697

100,001 - 9,999,999,999 143 443,002,005
Rounding

Total " 2,810 462,073,090

Unmarketable Parcels

Minimum parcel size
Minimum $ 500.00 parcel at $ 0.0550 per unit 9091

Voting Rights

ISSUED CAPITAL as of 31 Jul 2009

Holders
2135

All ordinary shares carry one vote per share without restriction.
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Corporate Information

Lifestyle Communities Limited

ABN 11 078 675 153

Registered Office

Level 2, 35 Market Street
South Melbourne Vic 3205

Australia

Directors

D. Paranthoiene — Non-executive Chairman
J. Kelly — Managing Director

B. Carter — Director of Finance

D. Perlov — Director of Operations

T. Poole — Non-executive Director

Company Secretary

R. South

Principal Place of Business

Level 2, 35 Market Street
South Melbourne Vic 3205

Australia

Share Registry

Computershare Investor Services Pty Limited
Yarra Falls 452 Johnston Street,

Abbotsford Victoria 3067

Telephone 61 3 9415 5000

Facsimile 61 3 9473 2500.

Investor queries (within Australia) 1300 850 505

Solicitors

Maddocks Lawyers
140 William Street
Melbourne VIC 3000

Australia

Bankers

Westpac Banking Corporation Limited
360 Collins Street
Melbourne Vic 3000

Australia

Auditors

Pitcher Partners

Accountants Auditors & Advisors
Level 19, 15 William Street
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