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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 

 

AUDITOR'S INDEPENDENCE DECLARATION 
 
 
To the Directors of Lifestyle Communities Limited 
 
In relation to the independent audit for the year ended 30 June 2010, to the best of my knowledge and belief 
there have been: 
 
(i) No contraventions of the auditor independence requirements of the Corporations Act 2001; and 
 
(ii) No contraventions of any applicable code of professional conduct. 
 

 

 
 
 

  

S D WHITCHURCH  PITCHER PARTNERS 

Partner  Melbourne 

25 August 2010 
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Consolidated Statement of Comprehensive Income
For the year ended 30 June 2010

Note 2010 2009
$ $

Sale of units 20,754,694  13,016,088  
Rental revenue 1,945,147    1,196,780    
Deferred management fee 1,194,786    609,307       
Interest revenue 44,984         21,886         
Revenue 23,939,611  14,844,061  

Cost of sales (16,771,489) (9,133,325)   

Gross profit 7,168,122    5,710,736    
 
Other income 4 7,222,649    3,003,512    
 
Impairment expenses 5 (1,152,327)   -               
Development expenses (1,720,070)   (999,586)      
Village management expenses (1,014,329)   (640,022)      
Corporate overheads (2,532,844)   (2,465,183)   

Finance cost 5 (329,888)      (499,954)      

Loss on sale of investments 5 -               (3,077,109)   

Profit before income tax 7,641,313    1,032,394    
 
Income tax expense 6 (2,343,855)   (326,988)      

Net profit from continuing operations 5,297,458   705,406      

Other comprehensive income:
     Share based payments 51,173         136,885       
Total comprehensive income for the year 5,348,631    842,291       

Profit is attributable to:
     Members of the parent 5,348,631    842,291       

Total comprehensive income is attributable to:
     Members of the parent 5,348,631    842,291       

Earnings per share for profit attributable to the ordinary equity holders of the 
parent

Earnings per share cents cents
Basic earnings per share 21 1.146           0.180           
Dilutive earnings per share 21 1.146           0.180           
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Consolidated Statement of Financial Position
As at 30 June 2010

Note 2010 2009
$ $

ASSETS
Current assets
Cash and cash equivalents 8 1,485,187      2,075,962      
Trade and other receivables 9 388,055         309,168         
Inventories 10 17,377,954    17,118,044    
Land held for sale 13 614,202         -                 
Other current assets 11 104,110         67,615           
Total current assets 19,969,508    19,570,789    

Non-current assets
Deferred management fee 9 2,181,917       1,378,910      
Property, plant and equipment 12 727,810         921,180         
Land held for sale 13 -                 585,729         
Investment properties 14 37,452,776    27,019,412    
Total non-current assets 40,362,503  29,905,231    

TOTAL ASSETS 60,332,011  49,476,020    

LIABILITIES
Current liabilities
Trade and other payables 15 7,073,392      2,216,193      
Interest-bearing loans and borrowings 17 22,861,402    37,261           
Provisions 16 241,946         235,020         
Total current liabilities 30,176,740    2,488,474      

Non-current liabilities
Interest-bearing loans and borrowings 17 54,081           24,601,502    
Provisions 16 112,467         89,808           
Deferred tax liabilities 6 2,504,335      160,479         
Total non-current liabilities 2,670,883    24,851,789    

TOTAL LIABILITIES 32,847,623    27,340,263    

NET ASSETS 27,484,388  22,135,757    

EQUITY

Contributed equity 18 24,214,692    24,214,692    
Reserves 19 354,524         303,351         
Retained earnings / (accumulated losses) 19 2,915,172    (2,382,286)
TOTAL EQUITY 27,484,388  22,135,757    
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Consolidated Statement of Changes in Equity
For the year ended 30 June 2010

Contributed 
equity Reserves

Retained 
earnings Total Equity

$ $ $ $

Balance at 1 July 2008 18,141,367    166,466       (3,087,692)     15,220,141  

Profit for the year -                -               705,406         705,406       
Employee share options -                136,885       -                 136,885       

Total comprehensive income for the year -              136,885     705,406         842,291      

Transactions with owners in their capacity as owners:
Issue of shares 72,774           -               -                 72,774         
Rights issue 5,959,511      -               -                 5,959,511    
Tax effect of share / rights issue 41,040           -               -                 41,040         

6,073,325    -             -                 6,073,325   

Balance as at 30 June 2009 24,214,692  303,351     (2,382,286)     22,135,757 

Profit for the year -                -               5,297,458      5,297,458    
Employee share options -                51,173         -                 51,173         

Total comprehensive income for the year -              51,173       5,297,458      5,348,631   

Transactions with owners in their capacity as owners:
Issue of shares -                -               -                 -               
Rights issue -                -               -                 -               
Tax effect of share / rights issue -                -               -                 -               

-              -             -                 -              

Balance as at 30 June 2010 24,214,692  354,524     2,915,172      27,484,388 
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Cash Flow Statement
For the year ended 30 June 2010

Note 2010 2009
$ $

Cash flows from operating activities
Receipts from customers 25,255,563  17,658,934  
Payments to suppliers and employees (22,813,223) (22,685,416)
Interest received 44,984         21,886         
Interest paid (209,522) (384,085)
Income tax paid -               (47,028)

Net cash flows from / (used in) operating activities 20 2,277,802    (5,435,709)

Cash flows from investing activities
Purchase of property, plant and equipment (26,538) (5,932,254)
Purchase of investment properties and capitalised costs (1,106,515) -               
Proceeds from sale of property, plant and equipment -               9,582,680    

Net cash flows from / (used in) investing activities (1,133,053) 3,650,426    

Cash flows from financing activities
Proceeds from issue of shares -               6,073,326    
Proceeds from external borrowings 19,058,791  26,604,573  
Repayment of external borrowings (20,754,694) (29,330,262)
Proceeds from hire purchase -               115,319       
Repayments of hire purchase (39,621) (25,120)

Net cash flows from / (used in) financing activities (1,735,524) 3,437,836    

Net increase / (decrease) in cash held (590,775) 1,652,553    

Cash at the beginning of the financial year 2,075,962    423,409       

Cash at the end of the financial year 8 1,485,187   2,075,962    
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NOTE 1:       STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The financial report is a general purpose financial report, which has been prepared in accordance with Australian Accounting
Standards, Interpretations and other authoritative pronouncements of the Australian Accounting Standards Board and the
Corporations Act 2001 .   

The financial report covers Lifestyle Communities Limited and controlled entities as a consolidated entity. Lifestyle Communities
Limited is a company limited by shares, incorporated and domiciled in Australia.

The financial report was authorised for issue in accordance with a resolution of the directors on 25 August 2010. 

The following is a summary of material accounting policies adopted by the consolidated entity in the preparation and presentation of
the financial report.  The accounting policies have been consistently applied unless otherwise stated.

(a)    Basis of preparation  

Compliance with IFRS
Australian Accounting Standards include Australian equivalents to International Financial Reporting Standards. Compliance with
Australian equivalent International Financial Reporting Standards ensures compliance with International Financial Reporting
Standards (IFRSs).

Historical Cost Convention
The financial report has been prepared under the historical cost convention, as modified by revaluation to fair value for certain
classes of assets as described in the accounting policies.

(b)    New accounting standards and interpretations

A number of accounting standards and interpretations have been issued at the reporting date but are not yet effective. The directors
have not yet assessed the impact of these standards or interpretations.

(c)    Principles of consolidation
 
The consolidated financial statements are those of the consolidated entity, comprising the financial statements of the parent entity
and of all entities, which the parent has the power to control the financial and operating policies so as to obtain benefits from its
activities. 

The financial statements of subsidiaries are prepared for the same reporting period as the parent entity, using consistent accounting
policies.  Adjustments are made to bring into line any dissimilar accounting policies, which may exist.

All inter-company balances and transactions, income and expenses and profits and losses resulting from intra-group transactions
have been eliminated in full. Subsidiaries are fully consolidated from the date on which control is established. They are de-
consolidated from the date that control ceases.

(d)    Cash and cash equivalents 
 
Cash and cash equivalents include cash at bank and on hand and short-term deposits with an original maturity of three months or
less held at call with financial institutions. 

(e)    Inventories 

Inventories are measured at the lower of cost and net realisable value. Cost is assigned to inventories based on specific
identification. Inventories include housing units built but not sold at the reporting date. With effect from 1st January 2009 sales
contract terms were changed and inventories include civil and infrastructure costs.
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NOTE 1:       STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(f)    Revenue recognition

Revenue is recognised and measured at the fair value of the consideration received or receivable to the extent it is probable that the
economic benefits will flow to the consolidated entity and the revenue can be reliably measured. The following specific recognition
criteria must also be met before revenue is recognised:

(i) Sale of units
Revenue from the sale of units is recognised when there is persuasive evidence, usually in the form of an executed sales agreement 
at the time of delivery of the goods to customer, indicating that there has been a transfer of risks and rewards to the customer, no
further work or processing is required, the quantity and quality of the goods has been determined, the price is fixed and generally
title has passed. The consolidated entity considers all risks and rewards as transferred to the customer upon receipt of final
settlement.
 
(ii) Interest revenue
Interest revenue is recognised when it becomes receivable on a proportional basis taking into account the interest rates applicable
to the financial assets.

(iii) Rental revenue 
Rental revenue from investment properties is derived from unit holders and is accounted for on a straight-line basis over the lease
term. 

(iv) Deferred management fee
The deferred management fee is payable upon a resident selling their property. 
For all contracts entered into prior to 1 January 2009, the fee payable is 15% on the resale value of the unit and after a period of
occupation of a year and one day.
For all contracts entered into post 1 January 2009, the fee payable is up to 20% (the fee accumulates by 4% per year over 5 years
up to 20%) on the resale value of the unit. 

The deferred management fee is calculated based on actuarial assumptions such as probability of expected stay. In determining
this, the calculation takes account of the age and gender of the occupants. In addition the calculation uses the current house prices
and discount rate.

All revenue is stated net of the amount of goods and services tax (GST).

(g)    Property, plant and equipment 
 
Property, plant and equipment are stated at cost less depreciation and any accumulated impairment losses.

Property under development is not depreciated. The depreciable amounts of all other fixed assets are depreciated over their
estimated useful lives commencing from the time the asset is held ready for use.

Depreciation is calculated on either a straight-line or diminishing value basis over the estimated useful life of the assets as follows: 

Buildings                         30 to 40 years
Plant and equipment         5 to 15 years
Computer equipment          3 to 8 years
Motor vehicles                           4 years 

The assets' residual values, useful lives and amortisation methods are reviewed, and adjusted if appropriate, at each financial year
end. 
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NOTE 1:       STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(h)    Investment properties 

Investment properties are measured initially at cost, including transaction costs. The carrying amount includes the cost of replacing
part of an existing investment property at the time that cost is incurred if the recognition criteria are met, and excludes the costs of
day-to-day servicing of an investment property. Subsequent to initial recognition, investment properties are re-measured at fair
value, which reflects market conditions at the balance sheet date. Gains or losses arising from changes in the fair values of
investment properties are recognised in profit or loss in the year in which they arise. Land held for development purposes is
classified as property, plant and equipment.

Investment properties are derecognised either when they have been disposed of or when the investment property is permanently
withdrawn from use and no future economic benefit is expected from its disposal. Any gains or losses on the retirement or disposal
of an investment property are recognised in profit or loss in the year of retirement or disposal.

Transfers are made to investment property when, and only when, there is a change in use, evidenced by ending of owner-
occupation, commencement of an operating lease to another party or ending of construction or development. Transfers are made
from investment property when, and only when, there is a change in use, evidenced by commencement of owner-occupation or
commencement of development with a view to sale.

The recognition of investment properties has been changed as a result of changes to AASB 140 Investment Properties. Previously,
an asset was only recognised as an investment property once rental income was being received. Under the current standard,
investment properties include those properties being constructed or held for future use as an investment property.

(i)    Leases 

Leases are classified at their inception as either operating or finance leases based on the economic substance of the agreement so
as to reflect the risks and benefits incidental to ownership.

Finance leases
Leases of fixed assets, where substantially all the risks and benefits incidental to ownership of the asset, but not the legal
ownership, are transferred to the consolidated entity are classified as finance leases. Finance leases are capitalised, recording an
asset and liability equal to the present value of the minimum lease payments, including any guaranteed residual values. The
interest expense is calculated using the interest rate implicit in the lease and is included in finance costs in the statement of
comprehensive income. Leased assets are depreciated on a straight line basis over their estimated useful lives where it is likely the
consolidated entity will obtain ownership of the asset, or over the term of the lease. Lease payments are allocated between the
reduction of the lease liability and the lease interest expense for the period.

Operating leases
Lease payments for operating leases are recognised as expenses on a straight-line basis over the term of the lease.

(j)    Impairment 

Assets with an indefinite useful life are not amortised but are tested annually for impairment in accordance with AASB 136. Assets
subject to annual depreciation or amortisation are reviewed for impairment whenever events or circumstances arise that indicate
that the carrying amount of the asset may be impaired.

An impairment loss is recognised where the carrying amount of the asset exceeds its recoverable amount. The recoverable amount
of an asset is defined as the higher of its fair value less costs to sell and value in use.

(k)    Interests in joint ventures

The consolidated entity reports its interests in jointly controlled entities using proportionate consolidation. The consolidated entity's
share of the assets, liabilities, income, expenses and cash flows of jointly controlled entities are combined with the equivalent items
in the results on a line-by-line basis.
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NOTE 1:       STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(l)    Income tax 

Current income tax expense or revenue is the tax payable on the current period's taxable income based on the applicable income
tax rate adjusted by changes in deferred tax assets and liabilities.

A balance sheet approach is adopted under which deferred tax assets and liabilities are recognised for temporary differences
between the tax bases of assets and liabilities and their carrying amounts in the financial statements. No deferred tax asset or
liability is recognised in relation to temporary differences arising from the initial recognition of an asset or a liability if they arose in a
transaction, other than a business combination, that at the time of the transaction did not affect either accounting profit or taxable
profit or loss.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only when it is probable that future
taxable amounts will be available to utilise those temporary differences and losses.

Current and deferred tax balances attributable to amounts recognised directly in equity are also recognised directly in equity.

Tax consolidation
The parent entity and its controlled entities have formed an income tax consolidated group under the tax consolidation legislation.
The parent entity is responsible for recognising the current tax liabilities and deferred tax assets arising in respect of tax losses, for
the tax consolidated group. The tax consolidated group has also entered into a tax funding agreement whereby each company in
the group contributes to the income tax payable in proportion to their contribution to the net profit before tax of the tax consolidated
group.

(m)    Borrowing costs

Borrowing costs can include interest, amortisation of discounts or premiums relating to borrowings, ancillary costs incurred in
connection with arrangement of borrowings.

Borrowing costs are expensed as incurred, except for borrowing costs incurred as part of the cost of the construction of a qualifying
asset which are capitalised until the asset is ready for its intended use or sale, and acceptance fees which are amortised over the
life of the facility.

(n)    Employee benefits 

Liabilities arising in respect of wages and salaries, annual leave and any other employee benefits expected to be settled within
twelve months of the reporting date are measured at their nominal amounts based on remuneration rates which are expected to be
paid when the liability is settled. All other employee benefit liabilities are measured at the present value of the estimated future cash
outflow to be made in respect of services provided by employees up to the reporting date.

Defined contribution superannuation plan
The consolidated entity makes contributions to defined contribution superannuation plans in respect of employee services rendered
during the year. These superannuation contributions are recognised as an expense in the same period when the employee services
are received.

Share based payments
The consolidated entity operates an equity settled employee option scheme. The fair value of the equity to which employees
become entitled is measured at grant date and recognised as an expense over the vesting period, with a corresponding increase to
an equity account. The number of options expected to vest is reviewed and adjusted at each reporting date such that the amount
recognised for services received as consideration for the equity instruments granted shall be based on the number of equity
instruments that eventually vest.
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NOTE 1:       STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(o)    Financial instruments

Classification
The consolidated entity classifies its financial instruments in the following categories: financial assets at fair value through profit and
loss, loans and receivables, held-to-maturity investments, and available-for-sale financial assets. The classification depends on the
purpose for which the instruments were acquired. Management determines the classification of its financial instruments at initial
recognition.

Non-derivative financial instruments
Non-derivative financial instruments consist of trade and other receivables, cash and cash equivalents, loans and borrowings, and
trade and other payables.

Non-derivative financial instruments are initially recognised at fair value, plus directly attributable transactions costs (if any). After
initial recognition, non-derivative financial instruments are measured as described below.

Loans and receivables
Loans and receivables are measured at fair value at inception and subsequently at amortised cost using the effective interest rate
method.

Interest bearing loans and borrowings
Interest bearing loans and borrowings are initially recognised at the fair value of the consideration received less directly attributable
transaction costs.  

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost using the effective
interest method. Fees paid on the establishment of loan facilities that are yield related are included as part of the carrying amount of
the loans and borrowings. 

Borrowings are classified as current liabilities unless the group has an unconditional right to defer settlement of the liability for at
least 12 months after the balance sheet date. 

Financial liabilities
Financial liabilities include trade payables, other creditors and loans from third parties including inter-company balances and loans
from or other amounts due to director-related entities.

Non-derivative financial liabilities are recognised at amortised cost, comprising original debt less principal payments and
amortisation.

(p)    Goods and services tax (GST)

Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST incurred is not
recoverable from the Tax Office. In these circumstances the GST is recognised as part of the cost of acquisition of the asset or as
part of an item of the expense.  Receivables and payables in the statement of financial position are shown inclusive of GST.

Cash flows are presented in the statement of cash flows on a gross basis, except for the GST component of investing and financing
activities, which are disclosed as operating cash flows.

(q)    Comparatives

Where necessary, comparative information has been reclassified and repositioned for consistency with current year disclosures.
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 (ii) Significant accounting estimates and assumptions

Valuation of investment properties

Calculation of deferred management fee (DMF)

Change to sales contracts (prior year)

$1,772,333  Transferred from investment property
$7,049,311  Transferred from property plant & equipment

Share based payment transactions

Deferred tax assets are recognised for deductible temporary differences as management considers that it is probable that future
taxable profits will be available to utilise those temporary differences.

The deferred management fee is payable upon a resident selling their property. 

The deferred management fee is calculated based on actuarial assumptions such as probability of expected stay. In determining this,
the calculation takes account of the age and gender of the occupants. In addition the calculation uses the current house prices and is
discounted using an imputed rate of interest that is aligned to the Group's weighted cost of bank finance.

The Group measures the cost of equity-settled transactions with employees by reference to the fair value of the equity instruments at 
the date at which they are granted. The fair value is determined using a binomial model, with the assumptions detailed in note 23. The 
accounting estimates and assumptions relating to equity-settled share-based payments would have no impact on the carrying amounts 
of assets and liabilities within the next annual reporting period but may impact expenses and equity.

For all contracts entered into prior to 1 January 2009, the fee payable is 15% on the resale value of the unit and after a period of
occupation of a year and one day.

At 1 January 2009 a restructure of sales contracts resulted in civil and infrastructure costs being included in the sale. As such the
following civil and infrastructure expenditure was transferred to inventory at cost during the year ended 30 June 2009:

NOTE 2:       SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the financial statements requires management to make judgements, estimates and assumptions that affect the
reported amounts in the financial statements. Management continually evaluates its judgements and estimates in relation to assets,
liabilities, contingent liabilities, revenue and expenses. Management bases its judgements and estimates on historical experience and
on other various factors it believes to be reasonable under the circumstances. 

(i) Significant accounting judgments  

Further details of the nature of these assumptions and conditions may be found in the relevant notes to the financial statements.

For all contracts entered into post 1 January 2009, the fee payable is up to 20% (the fee accumulates by 4% per year over 5 years up
to 20%) on the resale value of the unit. 

Income tax benefits are based on the assumption that no adverse change will occur in the income tax legislation and the anticipation
that the group will derive sufficient future assessable income to enable the benefit to be realised and comply with the conditions of
deductibility imposed by the law.

Income tax

Management has identified the following critical accounting policies for which significant judgements, estimates and assumptions are
made. Actual results may differ from theses estimates under different assumptions and conditions and may materially affect financial
results or the financial position reported in future periods.

The Group values investment properties at fair value. Fair value is determined by a combination of the discounted annuity streams
associated with the completed home units and the fair value of the land.  
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Risk exposure and responses

Interest rate risk 

Long-term debt obligations

2010 2009
$ $

Financial assets
Cash and cash equivalents 1,485,187      2,075,962      

Financial liabilities
Secured loans 22,830,159    24,526,062    

Net exposure (21,346,022)   (22,451,150)  

 

2010 2009 2010 2009
$ $ $ $

Consolidated             
+1% (100 basis points)         (149,422)         (157,158)                    -                      -   
-0.5% (50 basis points)            74,711            78,579                    -                      -   

NOTE 3:       FINANCIAL RISK MANAGEMENT OBJECTIVES & POLICIES

The Group’s exposure to the risk of changes in market interest rates relates to the Group’s long-term debt obligations and deferred
management fee receivable. The level of debt is disclosed in note 17.

As at balance date, the Group had the following mix of financial assets and liabilities exposed to Australian variable interest rate risk
(being the bank bill business rate):

The Group’s principal financial instruments comprise bank loans and overdrafts, finance leases, cash and short-term deposits, trade 
receivables, and trade payables. 

The Group manages its exposure to key financial risk, including interest rate risk in accordance with the Group's financial risk 
management policy. The objective of the policy is to support the delivery of the Group’s financial targets whilst protecting future financial 
security.

The main risks arising from the Group’s financial instruments are interest rate risk, market risk, and liquidity risk, The Group uses 
different methods to measure and manage different types of risks to which it is exposed. These include market forecasts for interest 
rates. Liquidity risk is monitored through the development of future rolling cash flow forecasts.  These procedures provide sufficient 
comfort that no mitigating action is required.

The Board reviews and agrees policies for managing each of these risks as summarised as follows:

A proportion of the impact on post tax profit is deferred due to the capitalisation of interest to inventory which is recognised when units
are sold.

As at balance date, if interest rates had moved, as illustrated in the table below, with all other variables held constant, post tax profit
and equity would have been affected as follows:

Post Tax Profit Equity
Higher/(Lower) Higher/(Lower)

When determining the parameters for a reasonable possible change in interest rate risk, management has taken into consideration the
current economic environment at balance sheet date and historical movements.
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Risk exposure and responses (continued)

Interest rate risk (continued)

Deferred management fee receivable

2010 2009
$ $

Deferred management fee
Current          167,135          133,970 
Non current       2,181,917       1,378,910 

      2,349,052       1,512,880 

2010 2009 2010 2009
$ $ $ $

+1% (100 basis points)            16,443            10,590                    -                      -   
-0.5% (50 basis points)             (8,222)             (5,295)                    -                      -   
 
Market risk

Deferred management fee receivable

2010 2009 2010 2009
$ $ $ $

+10%          164,434          105,902                    -                      -   
-5%           (82,217)           (52,951)                    -                      -   

Investment properties

2010 2009 2010 2009

$ $ $ $
+0.25%         (340,394)         (283,523)         (340,394)         (283,523)
-0.25%          360,219          301,815          360,219          301,815 
 

NOTE 3:        FINANCIAL RISK MANAGEMENT OBJECTIVES & POLICIES (continued)

At balance date, the Group was exposed to Australian variable interest rate risk in relation to the discount rate applied to the deferred
management fee receivable.

At balance date, the Group was exposed to market risk in relation to the deferred management fee receivable (fluctuation in property
prices) and investment properties (fluctuation in capitalisation rates).

Equity
Higher/(Lower) Higher/(Lower)

As at balance date, if interest rates had moved, as illustrated in the table below, with all other variables held constant post tax profit and
equity would have been affected as follows:

Post Tax Profit Equity
Higher/(Lower) Higher/(Lower)

As at balance date if property prices had moved, as illustrated in the table below, with all other variables held constant, post tax profit
and equity would have been affected as follows:

Post Tax Profit

When determining the parameters for a reasonable possible change in market risk (property price), management has taken into
consideration the current economic environment at balance sheet date and historical movements.

Post Tax Profit Equity
Higher/(Lower) Higher/(Lower)

When determining the parameters for a reasonable possible change in market risk (capitalisation rates), management has taken into
consideration the current economic environment at balance sheet date and historical movements.

As at balance date if rental capitalisation rates had moved, as illustrated in the table below, with all other variables held constant, post
tax profit and equity would have been affected as follows:
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Risk exposure and responses (continued)

Liquidity risk

2010 2009
$ $

On demand *     22,830,159     24,526,062 
6 months or less            14,447            18,115 
6-12 months            11,893            18,115 
Over 1 year            49,099          224,626 

    22,905,598     24,786,918 

Fair value

The Group is required to give 7 days notice for draw downs. The term of the facility is for 24 months from initial draw down or earlier at
the Group's discretion.

The remaining contractual maturities of the Group's financial liabilities are:

At balance date, the Group has available $1,540,124 of unused credit facility available for its immediate use.

The fair value of financial assets and liabilities approximates their carrying amounts as disclosed in the consolidated statement of
financial position and Notes to the consolidated financial statements.

  

* The current business finance arrangement with Westpac was entered into in August 2007 and extended on 16 April 2010 for a term
expiring on 31 August 2012 but repayable on demand.
The Group has exceeded or met all required covenants since the arrangement commenced and therefore expects the arrangement to
continue until 31 August 2012.

In addition to the contractual obligations pertaining to the debt above, the Group has a contracted commitment to settle land of
$3,285,000 (refer note 15).

Subsequent to balance date, the Group entered into a $2.5million mezzanine finance facility to assist with short term working capital
requirements.  The facility is available to be drawn down for a period of up to 12 months from the date of signing the agreement.

The Group's objective is to maintain a balance between continuity of funding and flexibility through the use of bank loan and finance
leases.

The table below represents the undiscounted contractual settlement terms for financial instruments and management expectation for
settlement of undiscounted maturities.

The Group's debt as at balance date is outlined at note 17.

NOTE 3:        FINANCIAL RISK MANAGEMENT OBJECTIVES & POLICIES (continued)

Credit risk

There are no significant concentrations of credit risk within the Group.

Credit risk arises from the financial assets for the Group, which comprise cash and cash equivalents, and trade and other receivables.
The Group’s exposure to credit risk arises from potential default of the counterparty, with a maximum exposure equal to the carrying
amount of these instruments. Exposure at balance date is addressed in each applicable note.

The Group does not hold any credit derivatives to offset its credit exposure. The Group trades only with recognised, creditworthy third
parties, and as such collateral is not requested nor is it the Group's policy to securitise its trade and other receivables. It is the Group's
policy that no customers trade on credit terms.
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2010 2009
$ $

NOTE 4:       OTHER INCOME

Fair value adjustment - investment properties (a) 7,222,649      2,990,000      
Sundry income -                 13,512           

7,222,649      3,003,512      

NOTE 5:       PROFIT FROM CONTINUING OPERATIONS

Profit from continuing operations before income tax has 
been determined after the following specific expenses:

(a)    Finance costs
Bank loans and overdrafts 209,522         387,072         
Amortisation of loan facility fee 120,366         112,882         

329,888         499,954         

(i) Capitalised interest
Profit from operations excludes interest capitalised as 
part of inventory and investment properties: 1,184,274      1,026,638      

(b)    Depreciation and amortisation
Depreciation 208,837         145,174         

(c)    Employee benefits expense
Wages and salaries 1,794,595      1,544,889      
Commissions 208,890         98,333           
Defined contribution superannuation expense 164,331         144,512         

Share option expense 51,173           136,885         
Other employee benefits 48,279           36,221           

2,267,268      1,960,840      

(d)    Impairment losses
Investment properties 1,152,327      -                 

(e)    Loss on sale of investments
Loss on sale of land - Lynbrook -                 2,998,724      
Loss on forfeited deposit - Bendigo -                 45,000           
Loss on disposal of civils & infrastructure - Bendigo -                 33,385           

-                 3,077,109      

(a) Fair value adjustment results from restating Brookfield, Seasons, Warragul and Cranbourne Villages to their fair value at balance 
date.  This income represents incremental adjustments to the fair value of investment properties upon settlement of units and reflects 
the discounted value of future rental and deferred management fee revenues net of expenses as well as the fair value of undeveloped 
land.
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2010 2009
$ $

NOTE 6:       INCOME TAX

(a)    Components of tax expense / (revenue)

Current tax -                 -                 
Deferred income tax 2,343,855      326,988         
Under / (over) provision in prior years -                 -                 

2,343,855      326,988         

Decrease / (increase) in deferred tax assets 443,561         (5,038,101)     
(Decrease) / increase in deferred tax liabilities 1,900,294      5,333,640      

2,343,855      295,539         

Tax affect of share issue costs -                 41,040           
-                 41,040           

Accounting profit before tax 7,641,313      1,032,394      

At the statutory income tax rate of 30% (2009:30%) 2,292,394      309,718         

Add / (less):
  Share based payments 15,352           41,066           
  Non deductible expense -                 38,989           
  Investment allowance -                 (62,785)          
  Other 36,109           -                 
Income tax expense 2,343,855      326,988         

(e)    Current tax  

Current tax relates to the following:

  Opening balance -                 -                 
  Income tax -                 -                 
  Tax payments -                 -                 
  Under / (over) provision in prior years -                 -                 
  Other -                 -                 
Current tax liabilities / (assets) -                 -                 

(c)    Deferred income tax related to items  charged or credited directly to equity

(d)    Reconciliation between tax expense recognised in the income statement and tax expense calculated per the statutory 
income tax expense

(b)    Deferred income tax expense / (revenue) included in income tax expense comprises
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2010 2009
$ $

NOTE 6:       INCOME TAX (continued)

(f)    Deferred tax

Deferred tax relates to the following:

Deferred tax assets
The balance comprises:
  Borrowing costs 7,449             11,175           
  Other 118,397         279,154         
  Capital losses 899,617         899,617         
  Tax losses 1,086,129      1,722,846      
  Provision for employee entitlements 106,324         97,448           
  Payables 520,449         171,686         

Deferred tax assets 2,738,365      3,181,926     

Deferred tax liabilities
The balance comprises:
  Deferred management fee 704,716         453,864         
  Temporary differences on investment property 4,255,920      2,364,665      
  Temporary differences on inventory 282,064         523,877         

Deferred tax liabilities 5,242,700      3,342,406     

Net deferred tax asset / (liability) (2,504,335)     (160,479)       

NOTE 7:       DIVIDENDS PAID AND PROPOSED

(a)    Dividends

Declared and paid during the year -                 -                 

(b)    Franking credit balance

Balance of franking account on a tax paid basis at balance date 
adjusted for franking credits arising from tax payments: 5,045,358      5,045,358      
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2010 2009
$ $

NOTE 8:       CASH & CASH EQUIVALENTS 

Cash at bank and on hand 429,315       565,823       
Short-term deposits 1,055,872    1,510,139    

1,485,187    2,075,962    

NOTE 9:      TRADE AND OTHER RECEIVABLES

CURRENT
Trade receivables 93,820         67,003         
Other related parties (note 22) 59,599         58,712         
Deferred management fee 167,135       133,970       
Other receivables 67,501         49,483         

388,055       309,168       
  

NON-CURRENT
Deferred management fee 2,181,917    1,378,910  

(a) Allowance for impairment loss

No impairment loss has been recognised

As at balance date, the ageing analysis of trade receivables is as follows:

0-30 31-60 61-90 > 90
 Total days days days days

$ $ $ $ $
Year ended 30 June 2010 93,820         90,606         -               3,214           -               

Year ended 30 June 2009 67,003         58,220         4,022           -               4,761           

(b) Related party receivables 

(c) Other receivables and land deposits

(d) Fair value and credit risk

Trade receivables are non-interest bearing and are generally on 30-60 day terms. A provision for impairment loss is recognised when 
there is objective evidence that an individual trade receivable is impaired.

Due to the short term nature of these receivables, their carrying value is assumed to approximate their fair value. The 
maximum exposure to credit risk is the fair value of receivables. 

Other receivables and land deposits are non-interest bearing. Other receivables are generally on 30 to 90 day terms. 

Short-term deposits are made for varying periods of between one day and three months depending on the immediate cash
requirements of the group. The deposits earn interest at the respective short term deposit rates.

Cash at bank earns interest at floating rates based on daily bank deposit rates. The carrying amounts of cash and cash equivalents
represent fair value.

For terms and conditions of related party receivables, refer to note 22.
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2010 2009
$ $

NOTE 10:       INVENTORIES

Completed units 8,185,038     6,437,580    
Civils & infrastructure 9,192,916     10,680,464  

17,377,954   17,118,044  

NOTE 11:       OTHER CURRENT ASSETS

Security deposits            19,071          38,801 
Prepayments            85,039          28,814 

         104,110          67,615 

(a)    Reconciliation of carrying amounts at the beginning and end of the period 

Year end 30 June 2010 Buildings
Plant and 

equipment
Computer 
equipment

Motor 
vehicles Total

$ $ $ $ $
At 1 July 2009 net of accumulated 
depreciation

153,169       480,933       171,301       115,777        921,180       

Additions -               4,261           9,865           12,412          26,538         
Write-off -               -               (11,071)        -                (11,071)        
Depreciation charge for the year (3,857)          (118,919)      (61,621)        (24,440)         (208,837)      

At 30 June 2010 net of accumulated 
depreciation 149,312       366,275       108,474       103,749        727,810       

At 30 June 2010                         
Cost 161,121     624,838     231,554     163,739        1,181,252  
Accumulated depreciation (11,809)        (258,563)      (123,080)      (59,990)         (453,442)      
Net carrying amount 149,312     366,275     108,474     103,749        727,810     

Inventories recognised as an expense for the year ended 30 June 2010 totalled $16,771,489 for the Group (2009: $9,133,325). The
expense has been included in the cost of sales line item as a cost of sales.

(b)    Change of sales contract terms

NOTE 12:       PROPERTY, PLANT AND EQUIPMENT

$7,049,311  Transferred from property plant & equipment
$1,772,333  Transferred from investment property

At 1st January 2009 a restructure of sales contracts entered into from that date forward to include civil and infrastructure costs resulted
in a change in the classification and treatment of civil and infrastructure costs such that the following civil and infrastructure expenditure
was transferred to inventory at cost (refer note 2 (ii)): 

(a)    Inventory expense 
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NOTE 12:       PROPERTY, PLANT AND EQUIPMENT (continued)

(a)    Reconciliation of carrying amounts at the beginning and end of the period (continued)

Year end 30 June 2009 Buildings
Plant and 

equipment
Computer 
equipment

Motor 
vehicles

Property 
under 

development Total

$ $ $ $ $ $
At 1 July 2008 net of accumulated 
depreciation

157,096         164,726         14,566           32,356           1,814,669      2,183,413      

Additions -                 399,027         202,944         95,639           5,234,642      5,932,252      
Transfer (i) -                 -                 -                 -                 (7,049,311)     (7,049,311)     
Depreciation charge for the year (3,927)            (82,820)          (46,209)          (12,218)          -                 (145,174)        

At 30 June 2009 net of accumulated 
depreciation 153,169         480,933         171,301         115,777         -                 921,180         

At 30 June 2009                          
Cost 161,121         620,578         232,759         151,329         -                 1,165,787      
Accumulated depreciation (7,952)            (139,645)        (61,458)          (35,552)          -                 (244,607)        
Net carrying amount 153,169         480,933       171,301       115,777       -                 921,180        

of the property sale.

(b)    Property plant and equipment pledged as security for liabilities
Leased motor vehicles are pledged as security for the related finance lease liabilities.

2010 2009
NOTE 13:      LAND HELD FOR SALE $ $

CURRENT
Land held for sale at cost 614,202         -                

NON-CURRENT
Land held for sale at cost -                 585,729        

Land held for sale relates to the planned sub-division of 3.1ha of land at the site in Warragul.  The sub-division and subsequent sale
of the land is expected to be completed within the next 12 months.

(i) Details of transfers are as follows:
$7,049,311 was transferred from infrastructure to inventory to reflect the change in sale agreements to include infrastructure as part 
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2010 2009
$ $

NOTE 14:       INVESTMENT PROPERTIES

Investment properties at fair value 37,452,776  27,019,412 

(a)    Reconciliation of carrying amounts at the beginning and end of the period 
Opening balance as at 1 July 27,019,412  38,383,149  
Additions 4,363,042    -               
Transfers to inventory (i) -               (1,772,333)   
Disposals (ii) -               (12,581,404) 
Impairment expenses (iii) (1,152,327)   -               
Net gain from fair value adjustments 7,222,649    2,990,000    
Closing balance as at 30 June 37,452,776  27,019,412  

Trade payables (b) 923,500       929,294       
Deferred revenue 69,831         52,584         
Accrued future project expense 1,663,648    526,507       
Other payables and accruals (c) 1,131,413    707,808       
Contracted land (e) 3,285,000    -               

7,073,392    2,216,193    

(e) Contracted land
Represents amount payable by Lifestyle Investments Cranbourne Pty Ltd upon settlement of land contract. 
This is expected to settle within the next 12 months.

Trade payables are non-interest bearing and are normally settled on 60-day terms. 

(c)   Other payables 

NOTE 15:       TRADE AND OTHER PAYABLES

Due to the short term nature of these payables, their carrying value is assumed to approximate their fair value.
(a)   Fair value

(b)   Trade payables 

Investment properties are carried at fair value, which has been determined by obtaining independent valuations provided by property
valuers who are industry specialists in valuing these types of investment properties.

The fair value represents the amount at which the assets could be exchanged between a knowledgeable willing buyer and a
knowledgeable willing seller in an arms length transaction at the date of the valuation, in accordance with Australian Accounting
Standards. In determining fair value, the expected net cash flows applicable to each property have been discounted to their present
value using a market determined, risk-adjusted, discount rate applicable to the respective asset.

(i) $1,772,333 was transferred from investment properties to inventory to reflect the change in sale agreements to include
infrastructure as part of the property sale. Refer notes 2 (ii) and 10.

All rental income disclosed on the face of the income statement was generated from investment properties. All property management
expense relates to investment properties that generated rental income.

Investment properties are subject to a first charge, forming, in part, the security of the Group’s bank loans as disclosed in note 17.

The investment properties are at various stages of development and are subject to further expected development until fully completed.

(ii) Details of disposals are as follows:
$11,863,591 disposal of land at Lynbrook
$717,813 write off of civils & infrastructure on disposal of land at Lynbrook

(iii) As at balance date the combined value of the land and capitalised development costs of the Shepparton property under 
development was impaired based on the independent valuation obtained.

(d)   Interest rate and liquidity risk
Information regarding the interest rate risk and liquidity risk exposure is set out in note 3. 

Other payables are non-traded payables, are non-interest bearing and have an average term of 30 days.
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2010 2009
$ $

NOTE 16:       PROVISIONS

CURRENT
Provision for annual leave 241,946       235,020       

NON-CURRENT
Provision for long service leave 112,467       89,808         

(a) Total employees at balance date 25                26                

(b) Movements in provision

 Annual 
Leave 

 Long 
service 
leave  Total 

A$ A$ A$
At 1 July 2009 235,020       89,908         324,928       
Arising during the period 180,616     22,559         203,175     
Utilised (173,690)      -               (173,690)      
At 30 June 2010 241,946       112,467       354,413       

 Annual 
Leave 

 Long 
service 
leave  Total 

A$ A$ A$
At 1 July 2008 232,229       56,378         288,607       
Arising during the period 128,753     33,530         162,283     
Utilised (125,962)      -               (125,962)      
At 30 June 2009 235,020       89,908         324,928       

NOTE 17:       INTEREST-BEARING LOANS AND BORROWINGS

CURRENT Maturity
Hire purchase (note 24) 21,358         29,147         
Loans from related parties (note 22) On demand 9,885           8,114           
Secured loans Aug 2012 22,830,159  -               

22,861,402  37,261         

NON-CURRENT Maturity
Hire purchase (note 24) 54,081         75,440         
Secured loans -               24,526,062  

54,081         24,601,502
For terms and conditions attached to each type of borrowing, refer to section (b)

(a)    Fair values  

(b) Terms and conditions 
(i) Current interest-bearing loans and borrowings 

The commercial bill facility is secured by a fixed and floating charge over all assets of the consolidated entity.

(ii) Loans from related parties

The current business finance arrangement with Westpac was entered into in August 2007 and extended on 16 April
2010 for a term expiring on 31 August 2012 but repayable on demand.  

For terms and conditions on loans from related parties refer to note 22.

Unless disclosed below, the carrying amount of the Group's current and non-current borrowings approximate their fair value. The fair
values have been calculated at amortised cost.

The Group has exceeded or met all required covenants since the arrangement commenced and therefore expects the
arrangement to continue until 31 August 2012.
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NOTE 17:       INTEREST -BEARING LOANS AND BORROWINGS (continued)

(c) Assets pledged as security

(d) Defaults and breaches

2010 2009
$ $

NOTE 18:       CONTRIBUTED EQUITY 

462,073,090 Ordinary shares 24,214,692    24,214,692    

Number $
2009
Movement in ordinary shares on issue
As at 1 July 2008 310,373,211  18,141,367    
15 October 2008 share placement 1,838,000      174,610         
Costs attributed to share placement (post tax) -                    (71,285)
18 December 2008 rights issue 149,861,879  5,994,476      
Costs attributed to rights issue (post tax) -                    (24,476)
Balance as at 30 June 2009 462,073,090  24,214,692    

2010
Movement in ordinary shares on issue -                    -                    
Balance as at 30 June 2010 462,073,090  24,214,692    

(a)    Ordinary shares 

Fully paid ordinary shares carry one vote per share and carry the right to dividends. 

(b)    Capital management

The Group is not subject to externally imposed capital requirements.

Mortgage by Lifestyle Communities Investments Pty Ltd over Melton, Shepparton, Warragul and Tarneit properties.

Guarantee for all liabilities from Brookfield Village Management Pty Ltd as trustee for the Brookfield Village Management Trust
supported by a Fixed and Floating charge by Brookfield Village Management Pty Ltd in its own right and as trustee for the Brookfield
Village Management Trust over all assets.
Guarantee for all liabilities from Brookfield Village Development Pty Ltd as trustee for the Brookfield Village Development Trust
supported by a Fixed and Floating charge by Brookfield Village Development Pty Ltd in its own right and as trust for the Brookfield
Village Development Trust over all assets.

When managing capital, management's objective is to ensure the entity continues as a going concern as well as to maintain optimal 
returns to shareholders and benefits for other stakeholders. Management also aims to maintain a capital structure that ensures the 
lowest cost of capital available to the entity by assessing the cost of equity (share issue), cost of debt (borrowings) or a combination of 
both.

Management are constantly adjusting the capital structure to take advantage of favourable costs of capital or high returns on assets. 
As the market is constantly changing, management may change the amount of dividends to be paid to shareholders, return capital to 
shareholders, issue new shares or sell assets to reduce debt.

During the current or prior year there have been no defaults or breaches of any banking covenants as set out in the 16 April 2010
Business Finance Agreement with Westpac (and earlier applicable versions of this varied agreement).

All assets being $60.3m of the consolidated entity are pledged as security for the facility and are subject to the terms and conditions
as set out in the 16 September 2009 Business Finance Agreement with Westpac (which was subsequently varied on 16 April 2010).
Please refer to Balance Sheet for detail of assets pledged.
As at 16 April 2010 Lifestyle Communities varied it's Commercial Bill Facility. The facility is secured by the following:
Guarantee for all liabilities from Lifestyle Communities Investments Pty Ltd supported by a Fixed and Floating Charge over all assets
of Lifestyle Communities Investments Pty Ltd.
Guarantee for all liabilities from Lifestyle Communities Developments Pty Ltd supported by Fixed and Floating Charge over all assets.
Guarantee for all liabilities from Lifestyle Brookfield Pty Ltd supported by Fixed and floating Charge by Lifestyle Brookfield Pty Ltd in its
own right and as trustee for the Brookfield Land Trust over all assets.
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NOTE 19:       RETAINED EARNINGS AND RESERVES

(a)    Nature and purpose of reserves

(i) Option reserve

(b)        Movements in retained earnings were as follows: 
2010 2009

$ $

Balance 1 July (2,382,286)     (3,087,692)     
Net profit/(loss) 5,297,458      705,406         

2,915,172      (2,382,286)     

 (c)      Reserves
Option 
reserve Total

$ $
2009
At 1 July 2008 166,466         166,466         
Option expense 136,885         136,885         
At 30 June 2009 303,351         303,351         

2010
At 1 July 2009 303,351         303,351         
Option expense 51,173           51,173           
At 30 June 2010 354,524         354,524        

The option reserve is used to record the fair value of options issued to employees and directors as part of their remuneration.

The reserve is used to recognise the value of options issued as share based payments.
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2010 2009
$ $

NOTE 20:       CASH FLOW STATEMENT RECONCILIATION

Operating profit after income tax 5,297,458      705,406         

Adjustment for non-cash items:
Loss on disposal of asset -                 2,998,724      
Depreciation 208,837         145,174         
Write-off of plant and equipment 11,071           -                 
Amortisation 120,366         112,882         
Impairment 1,152,327      -                 
Transfer to inventory -                 8,821,644      
Share option expense 51,173           136,885         
Fair value adjustment (7,222,649) (2,990,000)
Interest expense classified as financing cash flow -                 4,124             

Add back/(subtract) changes in operating assets and liabilities:
Increase in trade and other receivables (862,989) (9,487)
Increase/(decrease) in other current assets (174,879) 236,210         
Increase in inventories (259,910) (13,875,389)
Increase/(decrease) in trade and other payables 1,583,557      (2,038,063)
Increase in provisions 29,585           36,220           
Decrease in provision for income tax -                 (15,577)
Increase in deferred tax balances 2,343,855      295,538         

Net cash flow from operating activities 2,277,802      (5,435,709)

(b)    Disclosure of financing facilities
Refer to interest bearing loan and borrowings note 17.

NOTE 21:       EARNINGS PER SHARE

The following reflects the income used in the basic and diluted earnings per share computations:

(a)    Earnings used in calculating earnings per share 
For basic and diluted earnings per share:
Net profit 5,297,458      705,406         

(b)    Weighted average number of shares

462,073,090  392,481,223  

Effect of dilution:
Share options                    -   100,000         

462,073,090  392,581,223  

a)    Reconciliation of net cash flows from operating activities to operating profit

There have been no transactions involving ordinary shares or potential ordinary shares that would significantly change the number of
ordinary shares or potential ordinary shares outstanding between the reporting date and the date of completion of these financial
statements.

Weighted average number of ordinary shares for basic earnings per share

Weighted average number of ordinary shares adjusted for dilution
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NOTE 22:       RELATED PARTY DISCLOSURES

(a)    Subsidiaries 

Name

2010 2009 2010 2009
$ $

Namberry (SA) Pty Ltd Australia 100% 100% -                 -                 
Lifestyle Communities Investments Pty Ltd Australia 100% 100% 155,300         155,300        
Lifestyle Communities Development Pty Ltd Australia 100% 100% 3,968,804      3,968,804      
Lifestyle Communities Management Pty Ltd Australia 100% 100% 4,627,447      4,627,447      
Lifestyle Seasons Pty Ltd Australia 100% 100% -                 -                 
Lifestyle Lynbrook Pty Ltd Australia 100% 100% -                 -                 
Brookfield Management Trust (Trustee: Brookfield 
Village Management Pty Ltd) 

Australia 100% 100% -                 -                 

Brookfield Development Trust (Trustee: Brookfield 
Village Development Pty Ltd) 

Australia 100% 100% -                 -                 

Lifestyle Communities Investments Cranbourne            
Pty Ltd (i)

Australia 100% 0% -                 -                 

Cameron Street Developments Pty Ltd (ii) Australia 50% 0% -                 -                 
8,751,551      8,751,551      

(b)    Ultimate parent 
Lifestyle Communities Limited is the ultimate Australian parent entity.

(c)    Loans from related parties
Maturity 2010 2009

$ $
CURRENT
Interest bearing loans and borrowings

Lifestyle Brookfield Land Trust (1) On demand 8,835             8,835             
Brookfield Development Trust -                 (1,771)            

Masonkelly Pty Ltd (2) On demand 350                350                

B.S. Carter Investments Pty Ltd (3) On demand 350                350                

Daken Investments Pty Ltd (4) On demand 350                350                
9,885             8,114             

Trade and other receivables

Lifestyle Brookfield Land Trust (1) On demand 59,577           60,461           
Brookfield Development Trust -                 (1,771)            
Lifestyle Communities Management Pty Ltd 11                  11                  
Lifestyle Investments Pty Ltd 11                  11                  

59,599           58,712           
 
(1) James Kelly, Bruce Carter and Dael Perlov are the directors of the Trustee company for Lifestyle Brookfield Land Trust
(2) James Kelly is the sole director of Mason Kelly Pty Ltd
(3) Bruce Carter is the sole director of B.S. Carter Investments Pty Ltd
(4) Dael Perlov is the sole director of Daken Investments Pty Ltd

The consolidated financial statements include the financial statements of Lifestyle Communities Limited and the subsidiaries listed in 
the following table. 

% Equity interest
Value of parent entity’s 

interest
Country of 

incorporation

(i) Lifestyle Investments Cranbourne was incorporated on 13 August 2009.
(ii) Cameron Street Developments Pty Ltd was incorporated on 13 August 2009, Lifestyle Communities 
Limited owns a 50% non-controlling interest.
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NOTE 22:       RELATED PARTY DISCLOSURES (continued)

(d)    Repayment terms

(e)    Transactions with related parties 

NOTE 23:       SHARE-BASED PAYMENT PLANS

(a)    Recognised share-based payment expenses

2010 2009
$ $

Expense arising from equity-settled shared-based payment transactions 51,173         136,885      

(b)    Types of share-based payment plans
Employee Share Option Plan, 'ESOP'

(c)    Summaries of options granted under ESOP

2010 2010 2009 2009
No. WAEP No. WAEP

A$ A$
Outstanding at the beginning of the year 10,250,000 0.151 10,250,000 0.151

Outstanding at the end of the year 10,250,000 0.151 10,250,000 0.151

Exercisable at the end of the year 10,250,000 0.151 6,100,000 0.157

The outstanding balance as at 30 June 2010 is represented by:

(d)    Weighted average remaining contractual life

The weighted average remaining contractual life for the share options outstanding as at 30 June 2010 is 1.57 years (2009: 2.57).

(e)    Range of exercise price

The range of exercise prices for options outstanding at the end of the year was $0.00 to $0.20 (2009: $0.00 to $0.20).      

The current loans from related parties are repayable on demand loans have no interest payable. Other receivables are on demand and
have no interest payable.

There were no transactions that were entered into with related parties for the current or prior year apart from minor non-cash
transactions. 

The expense recognised for employee services received during the year is shown in the table below:

When a participant ceases employment prior to the vesting of their share options, the share options are forfeited.  

The following table illustrates the number (No.) and weighted average exercise price (WAEP) of, and movements in, share options
issued during the year:

- 6,000,000 options over ordinary shares with an exercise price of $0.16, Vested from 1 July 2006 with an expiry date of 1 July 2011.
The options were issued to directors and have no other conditions attached.
- 100,000 options over ordinary shares with an exercise price of $0 each, exercisable upon completion of continuous service. Vesting
date is the 1 October 2008 and expiry date is 1 October 2012.
- 4,000,000 options over ordinary shares with an exercise price of $0.14 each, Issued on the 14 November 2007, vesting on the 14
November 2009 providing the holder has completed continuous service with the company from the dates of issue. The expiry date is
14 November 2012.
- 150,000 options over ordinary shares with an exercise price of $0.20 each, exercisable upon completion of a continuous two years

of service. Vesting date 7 January 2010, the expiry date is 7 January 2013.

The share-based payment plans are described below. There have been no cancellations or modifications to any of the plans during
the current or prior year.

The ESOP is designed to align participants' interests with those of shareholders by increasing the value of the Company's shares.  
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NOTE 23:       SHARE-BASED PAYMENT PLANS (continued)

(f)    Weighted average fair value of options granted during the year

No options were granted during the year.

(g)   Option pricing model: ESOP

ESOP
2010

Dividend yield (%) 0%
Expected volatility (%) 70%
Risk-free interest rate (%) 6.35% to 6.67% 
Expected life of option (years) 1.57
Option exercise price ($) $0.151

$0.170

Model used Binomial

ESOP
2009

Dividend yield (%) 0%
Expected volatility (%) 70%
Risk-free interest rate (%) 6.35% to 6.67% 
Expected life of option (years) 2.57
Option exercise price ($) $0.151

$0.170

Model used Binomial

The fair value of the equity-settled share options granted under the ESOP is estimated as at the date of grant using a Binomial Model 
taking into account the terms and conditions upon which the options were granted.  

Weighted average share price at measurement date ($)

Weighted average share price at measurement date ($)

The expected volatility was determined by reference to historical volatility of other listed entities within the same industry sector, and
the Group's individual historical volatility. 
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2010 2009
$ $

NOTE 24:       COMMITMENTS AND CONTINGENCIES

(a)    Commitments
(i) Leasing commitments

Operating lease commitments receivable  – Group as lessor 

Future minimum rentals receivable under non-cancellable operating leases as at balance date were as follows:

Within one year 2,363,884      1,401,867      
After one year but not more than five years 9,455,538      5,607,466      
After more than five years 199,390,162  119,158,654  
Total minimum lease payments 211,209,583  126,167,987  

Hire purchase commitments – Group as lessee 

Future minimum lease payments under hire purchase contracts are as follows:

Within one year 26,340           36,230           
After one year but not more than five years 59,660           89,391           
Total minimum lease payments 86,000           125,621         
Less amounts representing finance charges (10,561)          (21,034)          
Present value of minimum lease payments 75,439           104,587         

Minimum lease payments were determined by measuring the current years rentals and measuring this over the standard 90 year lease
agreement.

Segment reporting on the basis required under AASB 8 is consistent with the Group's previous reporting of primary segments.

The consolidated entity operates within one operating segment, being the property development and management industry.  As a 
result disclosures in the consolidated financial statements and notes are representative of this segment.

The group has applied revised AASB 8 Operating Segments as of 1 July 2009.  Operating segments are now reported based on 
internal reporting provided to the Managing Director who is the Group's chief operating decision maker.

NOTE 25:       SEGMENT INFORMATION

These non-cancellable leases have remaining terms of between 89 and 90 years and are transferable. All leases include a clause to
enable upward revision of the rental charge on an annual basis according to prevailing market conditions.

The Group has entered into commercial property leases on its investment property portfolio, consisting of the Group's land.

The Group has entered into a hire purchase on three motor vehicles with a carrying value of $88,997. Two contracts expire within the
next 12 months and the other contract expires within 4 years.
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2010 2009
$ $

NOTE 26:       KEY MANAGEMENT PERSONNEL

(a)    Compensation of Key Management Personnel 
Short-term employee benefits 704,494          684,494          
Post-employment benefits 58,006            56,206            
Share-based payment 48,623            128,604          

811,123          869,304          

(b)    Option granted to Key Management Personnel 
No options were granted to Key Management Personnel in the year.

(c)    Shareholdings of Key Management Personnel  
Shareholding of Key Management Personnel for the year ended 30 June 2010:

Ordinary shares held in Lifestyle Communities 
Limited

Balance at
1 July 2009    

Granted as 
remuneration

Exercise of 
option

Net change 
other

Balance at
30 June 2010

Directors
Bruce Carter 106,559,042   -                  -                  -                  106,559,042   
Dael Perlov 89,366,652     -                  -                  -                  89,366,652     
James Kelly 101,716,417   -                  -                  -                  101,716,417   
David Paranthoiene 6,370,646       -                  -                  -                  6,370,646       
Tim Poole 6,845,334       -                  -                  -                  6,845,334       

Shareholding of Key Management Personnel for the year ended 30 June 2009:

Ordinary shares held in Lifestyle Communities 
Limited

Balance at     1 
July 2008

Granted as 
remuneration

Exercise of 
option

Net change 
other

Balance at
30 June 2009

Directors
Bruce Carter 68,911,708   -                -                37,647,334     106,559,042 
Dael Perlov 64,397,318     -                  -                  24,969,334     89,366,652     
James Kelly 64,147,083     -                  -                  37,569,334     101,716,417   
David Paranthoiene 4,764,625       -                  -                  1,606,021       6,370,646       
Tim Poole 3,000,000       -                  -                  3,845,334       6,845,334       

(d)    Loans to Key Management Personnel 
Refer to note 22(c) for details regarding loans to Key Management Personnel.

(e)    Other transactions and balances with Key Management Personnel and their related parties 

All equity transactions with key management personnel other than those arising from the exercise of remuneration options have been
entered into under terms and conditions no more favourable than those the Group would have adopted if dealing at arm's length. 

There are no other transactions or balances with Key Management Personnel.
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2010 2009
$ $

NOTE 27:       AUDITORS REMUNERATION

The auditor of Lifestyle Communities Limited is Pitcher Partners.

Amounts received or due and receivable for prior auditors:

-                 30,000           

-                 27,800           

-                 57,800           

Amounts received or due and receivable for current auditors:

125,249         118,951         

59,870           3,150             

185,119         122,101         

NOTE 28:     PARENT ENTITY DISCLOSURES

Required disclosures relating to Lifestyle Communities Limited as a parent entity:

Current assets 41,646,723    43,554,887    
Total assets 51,800,322    53,636,206   

Current liabilities 10,848,616    9,019,299      
Total liabilities 33,807,773    33,706,994   

Net assets 17,992,549    19,929,212   

Equity:
Contributed equity 129,872,951  129,872,951  
Reserves:
Option and share premium reserve 30,010,994    29,959,821    
Capital profits reserve 14,899,859    14,899,859    

44,910,853    44,859,680    
Retained earnings / (accumulated losses) (156,791,255) (154,803,419)
Total equity 17,992,549    19,929,212   

Net loss (1,987,836) (1,501,139)

Other comprehensive income:
     Share based payments 51,173           136,885
Total comprehensive income (1,936,663) (1,364,254)

NOTE 29:       SIGNIFICANT EVENTS AFTER BALANCE SHEET DATE

There are no matter or affairs that have arisen since balance date which significantly affect or may significantly affect the operations of
the consolidated entity.

An audit review of the financial report of the entity and any other 
entity in the consolidated group.

Other services in relation to the entity and any other entity in the 
consolidated group - tax compliance, general tax advice, structuring 
advice.

An audit review of the financial report of the entity and any other 
entity in the consolidated group.

Other services in relation to the entity and any other entity in the 
consolidated group - tax compliance.
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Directors' Declaration
 

(a) Comply with Accounting Standards in Australia and the Corporations Regulations 2001; and

(b) Give a true and fair view of the financial position of the consolidated entity as at 30 June 2010 and its
performance for the year ended on that date; and

(c) As stated in Note 1, the consolidated financial statements also comply with International Financial Reporting
Standards .

      David Parantohoiene                                                   James Kelly 
      Chairman                                                                    Managing Director 

      Melbourne, 25 August 2010

The directors declare that the financial statements and notes set out on pages 27 to 56 are in accordance with the
Corporations Act 2001 :

In the directors' opinion there are reasonable grounds to believe that the company will be able to pay its debts as and
when they become due and payable.

This declaration has been made after receiving the declarations required to be made by the chief executive officer and
the executive director finance to the directors in accordance with section 295A of the Corporations Act 2001 for the
financial year ending 30 June 2010.

This declaration is made in accordance with a resolution of the Board of Directors.
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We have audited the accompanying financial report of Lifestyle Communities Limited and controlled entities.  
The financial report comprises the consolidated statement of financial position as at 30 June 2010, the 
consolidated statement of comprehensive income, consolidated statement of changes in equity and 
consolidated statement of cash flows for the year ended on that date, a summary of significant accounting 
policies, other explanatory notes and the directors' declaration of the consolidated entity comprising the 
company and the entities it controlled at the year's end or from time to time during the financial year. 

Directors' Responsibility for the Financial Report 

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

In Note 1, the directors also state, in accordance with Accounting Standard AASB 101 Presentation of 
Financial Statements, that compliance with the Australian equivalents to International Financial Reporting 
Standards ensures that the financial report, comprising the financial statements and notes, complies with 
International Financial Reporting Standards.  

Auditor's Responsibility 

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit 
in accordance with Australian Auditing Standards. These Auditing Standards require that we comply with 
relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain 
reasonable assurance whether the financial report is free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial report. The procedures selected depend on the auditor's judgement, including the assessment of the 
risks of material misstatement of the financial report, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of 
the financial report in order to design audit procedures that are appropriate in the circumstances, but not for 
the purpose of expressing an opinion on the effectiveness of the entity's internal control. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by the directors, as well as evaluating the overall presentation of the financial report. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

Independence 

In conducting our audit, we have complied with the independence requirements of the Corporations Act 
2001.  
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 Auditor's Opinion 

In our opinion:  

(a) the financial report of Lifestyle Communities Limited is in accordance with the Corporations Act 
2001, including: 

(i) giving a true and fair view of the consolidated entity's financial position as at 30 June 2010 and 
of its performance for the year ended on that date; and 

(ii) complying with Australian Accounting Standards (including the Australian Accounting 
Interpretations) and the Corporations Regulations 2001; and 

(b) the consolidated financial report also complies with International Financial Reporting Standards as 
disclosed in Note 1. 

Report on the Remuneration Report 

We have audited the remuneration report included in pages 12 to 16 of the directors' report for the year ended 
30 June 2010. The directors of the company are responsible for the preparation and presentation of the 
remuneration report in accordance with section 300A of the Corporations Act 2001. Our responsibility is to 
express an opinion on the remuneration report, based on our audit conducted in accordance with Australian 
Auditing Standards. 

Auditor’s Opinion  

In our opinion the remuneration report of Lifestyle Communities Limited and controlled entities for the year 
ended 30 June 2010, complies with section 300A of the Corporations Act 2001. 

 

 
 

  

S D WHITCHURCH  PITCHER PARTNERS 

Partner  Melbourne 

25 August 2010 
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