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Devine Limited Company Overview

Devine Limited is a major force in Australia’s residential
property market offering affordable housing products in
Queensland, Victoria and South Australia. The company is
also active in the high-rise residential market in the CBD’s
of both Brisbane and Melbourne.

The company was formed in 1993, when the founding
director, David Devine, listed the company on the
Australian Stock Exchange. At that time Devine’s
operations were based solely around southeast
Queensland. Its only product was detached housing
constructed, in the main, on land that the company had
developed.

Today, the company can demonstrate geographic and
product diversification operating in three states and now
actively involved in home building, land development,
medium density developments and having an in-house
mortgage loan origination, securitisation and servicing
business.

Devine Limited’s core competencies include concept
design, product design, marketing and project
management. In home building, the Company is the
registered builder and sub-contracts all construction work.
In relation to its large property development activities,
Devine currently contracts building construction work on
two of its large projects to one of the major registered
builders. In January 2005, the company also formed its
own in-house construction division which is currently

building one of its CBD developments in Brisbane.

In 1996 Devine established a Property Development
Division in Queensland and developed the successful 514-
unit Cathedral Place project. Following the success of this
inaugural project, this Division has completed a total of
1,376 residential units with an end value of $418 million.

The company currently has two residential projects under
construction in the Brisbane CBD totalling 817 units with
an end value of $332M. In September 2003, the company
commenced construction of its largest project, a $338M
residential unit and mixed-use development in the
Dockland’s precinct in the Melbourne CBD. This project
encompasses 447 residential apartments, 105 serviced
apartments and a nine level office building.

In May 1997, Devine acquired the contract housing
business of Pioneer Homes, giving the company a
presence in New South Wales, Victoria and South
Australia.

Devine has been ranked as high as the third largest
builder of detached homes in the annual HIA survey of
Australia’s leading Home Builders.

The company’s in-house mortgage origination and
securitisation business, First Permanent, continues to
play an important role in the provision of housing loans to
Devine’s customers.
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Financial Summary (Five Year Review)

2001 2002 2003 2004
Revenues from ordinary activities 200,637 379,491 339,983 376,581 474,056
Profit/(Loss) from ordinary activities before Interest & Tax 8,991 46,694 26,703 38,434 53,839
Profit/(Loss) from ordinary activities before Tax 1,189 39,111 19,430 22,486 22,722
Profit/(Loss) from ordinary activities after Tax 138 25,748 13,069 15,650 16,125
Net profit (loss) attributable to outside equity interests (37) (875) (142) - -
Net profit (loss) attributable to members of Devine Ltd 175 26,623 13,211 15,650 16,125
Dividends declared, paid or provided for 1,038 8,094 7,970 *** 8,645 *** 9,617 ***
Retained earnings 10,514 29,888 39,995 47,365 53,873
Total assets 126,683 177,311 222,435 320,367 562,026
Net assets/shareholders equity 42,265 ** 56,274 ** 66,614 ** 82,167 94,604
Net tangible assets 38,195 ** 52958 ** 63,298 ** 78,851 91,288
Number of ordinary shares on issue (‘000) 116,923 103,508 103,508 116,208 125,676
Number of preference shares on issue (‘000) 853 853 853 - -
Net tangible assets per ordinary share (cents) 32.7 ** 51.2 ** 61.2 ** 67.9 72.6
Earnings per ordinary share (cents) 0.2 24.3 12.8 * 14.0 13.3

Dividends per ordinary share (cents)

Interim - 3.0 3.0 4.0 4.0
Final - 4.0 4.0 4.0 4.0
Total - 7.0 7.0 8.0 8.0
Closing share price (cents) 21.0 53.0 40.5 66.0 59.5
Return on shareholders equity (%) 0.4 47.3 19.8 19.1 17.1
Dividend yield % - 13.2 17.3 12.1 134
(before grossed up effect of franking credits)

Price/earnings ratio (times) 105.0 2.2 3.2 4.7 4.5

* Based on weighted average number of ordinary shares outstanding during the year, adjusted for any bonus element. This reflects the change
in treatment as a result of the amendment to AASB1027. The comparatives have not been amended to reflect this change in standard.

** Reflects the reclassification in the year ended 30 June 2001 of the share capital relating to the company’s Converting Preference Shares as
Debt rather than Equity as required by Accounting Standard AASB1033.

*** |n accordance with AASB 1044, the final dividend declared in respect of the years ended June 2003, June 2004 and June 2005
have not been provided for in the accounts as at June 2003, June 2004 and June 2005.

Revenue $M’s Shareholders Equity $M’s
500 474.1 100.0 946
379.5 . 376.6 90.0 82.2
300 ' 56.3
200.6 60.0
200 50.0 42.3
= .
0 20.0
FYo1 FY02 FY03 FY04 FY05 FY01 FY02 FY03 Fyo4 FY05
Net Profit / (Loss) before tax $M’s Net Tangible Assets per Ord. Share (cents)
50.0 80.0
39.1 700 67.9 72.6
40.0 : 61.2
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51.2
300 194 225 22 50.0
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0 S— 20.0
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CHAIRMAN’S REPORT

D J Ridley - Chairman
Year Ended 30 June 2005

On behalf of your Board, | am pleased to report to you

on the results and activities of Devine Limited for the year
ending 30 June 2005. Despite the softening housing and
property market that became evident during the early
part of the 2004/05 year, the company’s results were in
line with the profit guidance provided in February 2005
and above the profit reported in the 2003/04 year. It is
also pleasing to report that a major new initiative was
undertaken during the year which saw Devine commence
construction in its own right on its latest CBD project.

Results

The $16.125M profit after tax recorded for the year
represented a 3% increase on the 2003/04 year. This was
generated on increased revenue totaling $474.056M for
the year.

Basic earnings per share were 13.3 cents for the year
(2004, 14.0 cents) and Directors have declared a final
dividend of 4.0 cents per share (fully franked) making the
full year dividend 8.0 cents per share fully franked (last
year 8 cents fully franked). The final dividend will be paid
on 4 November 2005.

This dividend payment will result in 62% (last year 56%)
of the company’s after tax earnings being distributed to
shareholders for the 2004/05 year.

The full year dividend has been maintained at the same
level as last year’s despite an increase in the number of
ordinary shares on issue resulting from the successful
Share Purchase Plan offer made to shareholders in
November 2004. The company also re-instated its
Dividend Reinvestment Plan (DRP) which had been
suspended for a number of years and this saw an
additional issue of shares made in relation to the interim
dividend paid in May 05.

Given the positive response by shareholders to the DRP,
your Directors intend to retain this option for shareholders
who wish to increase their holdings in Devine with no
transactional costs and at a discount, which will be
reviewed from time to time, to the prevailing market price.

Other key ratios were a net tangible asset backing per
share of 72.6 cents at year-end, up from 67.9 cents a year
earlier and a return on shareholders equity at year-end of
17.1% (last year 19.1%).

Key Activities and Initiatives

As mentioned above, the company undertook a significant
new initiative in the June 05 half, which saw it establish its
own in-house construction capability for large multi-storey
projects. Careful consideration was given to this strategy
with Directors conscious of the potential risks involved.
The decision was taken to proceed in light of the un-
competitive nature of the external contracting environment
and was made easier by the fact that a highly experienced
and proven team could be assembled. | am pleased

to report that the construction of the company’s latest
Brisbane CBD project, “Charlotte Towers” by this new
Division has started well and further details are provided in
the Managing Director’s report.

Also included in the Managing Director’s report is an
update on the status of the company’s other large
property development projects with progress on these
proceeding in line with budget expectations.

In relation to the Housing Division, the company continues
to make significant progress with its strategy of moving
towards controlling and developing a greater proportion
of its own land stocks rather than relying on other
developers for the supply of developed lots. This has seen
a 51% reduction over the 12 months to June 05 in the land
secured by way of options with other developers and a
further reduction in the Company’s exposure to this area
is planned in the coming year.

The Housing Division also reported a significant
improvement in the performance of its Queensland
operations which had suffered in prior years through

its inability to access developed land for housing
commencements. With new land being secured and with
the positive outlook for Queensland’s southeast quarter,
this Division will continue to make a valuable contribution
to the Devine Group’s results.

Governance

The company continues to place importance on having
clearly defined corporate governance policies and
ensuring adherence to these policies and procedures.
These are outlined later in this report.
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Outlook

Affordability continues to be a major issue for aspiring first
homebuyers. It can be argued that land prices in particular
have risen too fast in recent years and this, coupled with
cost increases in both materials and labour, have together,
been the major cause of the softening in demand for new
housing. It is encouraging to see the social consequences
of the deterioration in home ownership rates in Australia
getting more frequent coverage from politicians and social
commentators but action is required by governments at all
levels to address this important issue.

Delays continue to be experienced in processing
development applications through councils. This should
ease as activity levels decline but, in the short term, will
continue to have an adverse impact on the results of the
Housing Division. As stated above and detailed in the
Managing Director’s report the company’s large CBD
projects continue to perform well and will again make a
significant contribution to the 2005/06 year’s results.

It is also important to note that the company’s results

will be reported for the first time under the Australian
Equivalents to International Financial Reporting Standards
for the 2005/06 year. These new accounting standards
will affect the timing and manner of revenue and profit
recognition and are expected to result in a higher profit
being reported for the 2005/06 year, when compared

to the 2004/05 year, than would otherwise have been
reported.

Conclusion

Having assumed the role of Chairman in March of this
year, | acknowledge on behalf of my fellow directors the
valuable contribution made by my predecessor, Mr Kerry
Prior AM. Mr Prior was Chairman of Devine for just over
11 years from the date it first listed on the stock exchange
and guided the company through many cycles in the
housing and property industries.

| also acknowledge the contribution made by the talented
team of managers and employees and | extend on behalf
of the Board and Shareholders our appreciation for their
efforts. | also take this opportunity to acknowledge the
excellent contribution made by my fellow Directors and
thank them for their commitment and support since
assuming the role of Chairman.

D. J. Ridley
Chairman
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MANAGING DIRECTOR’S REPORT

David H.T. Devine - Managing Director
Review of Operations Year Ended 30 June 2005

| am pleased to report that the company met its earnings
expectations for the 2004/05 financial year. A profit after
tax of $16.125M was recorded representing a 3% increase
over the previous year. Revenue was 26% higher at
$474.056M reflecting the increased contribution made
during the year by the company’s large CBD property
development projects.

Major highlights for the year were the commencement

of the “Charlotte Towers” project in the Brisbane CBD,

the formation of an in-house construction division and

the progress made in relation to our strategy to own

and develop our own land in the Victorian and South
Australian markets. This last initiative will see Devine being
less reliant on other developers land in these states and
will also enhance the company’s margins in the housing
and land division. | will comment further on these matters
later in this report.

Other pleasing aspects of the year were the performance
of the Queensland Housing and Land division and the
performance of the large CBD projects. Despite the later
than expected completion of the “Casino Towers” project
in the Brisbane CBD, the final profit contribution was
above the original budget target. Also pleasing was the
settlement performance on this project which confirmed
the quality of the development and the underlying
confidence that the market has in inner-city residential
developments.

Market Conditions

The Housing market has softened over the last year due
mainly to housing affordability caused by increased land
prices and building costs. However the key economic
indicators of job growth and acceptable interest rates,
which drive the housing market, are positive, and will see
a soft landing with a turnaround expected over the next 12
to 18 months.

Land prices have peaked and land supply has improved
which will quicken up site starts to help offset the slowing
market.

The CBD residential market is also quieter than a year
ago due to increased building costs and lower investment
yields. We are fortunate to have three major projects
under construction that are 95% sold and on which
settlements will occur over the next two years.

Housing Division

As noted above, the tighter conditions prevailing in the
Housing market during the year resulted in a reduction
in profit contribution from this Division from $18.081M to
$9.518M. Also having a negative impact on the results
from the company’s Housing and Land operations was
the time taken to get land developments completed to
allow housing starts to occur. The primary cause of these
delays was the time taken to get development approvals
through councils.

Property Development Division

This Division reported a pre-tax profit of $17.980M on
revenue of $248.7M for the 2004/05 year. This was
up 173% and 77% respectively on the previous year
representing a significant improvement on that year.

As forecast earlier this year, construction commenced

in June 2005 on the Company’s latest residential
development in the Brisbane CBD, “Charlotte Towers”.
388 (93%) of the 416 units are now sold and 377 (91%) of
the total 416 units are at unconditional contract and 10%
deposit paid status.

Devine has elected to undertake the construction of

the “Charlotte Towers” project in its own right. A highly
experienced and proven team was assembled in-house
earlier this year and undertook preliminary activities in the
months leading up to the commencement of construction.
This initiative is expected to generate significantly higher
margins than would have been achieved by engaging an
external contractor.

Finance for the project has been secured and the first
drawdown from the funding facility took place in early
July of this year. Whilst still in the below-ground phase of
construction, 98% of sub-contract and suppliers’ costs for
the project have been locked in thus significantly reducing
the company’s exposure to any future cost overruns.

W”’”’g ANNUAL REPORT 2005

LIMITED



Completion of construction occurred in late June on the
214 unit $91M “Casino Towers” project in the Brisbane
CBD. Confirming the quality of this project is the fact
that all but one of the units settled within five weeks of
completion.

Construction of the 401 unit, $162M “Festival Towers”
project is proceeding with completion forecast to occur
late in the June 2006 quarter. Sales have continued to

be made on the project with 391 (97.5%) of the 401

units sold and 382 (95%) of the total units in the project
at unconditional contract and 10% deposit paid status.
Contractual arrangements with the external builder mean
that any delays in completion will not impact adversely on
the project’s margins.

The staged completion of the “Victoria Point Docklands”
project in Melbourne is now occurring with the stand
alone nine level Commercial Building completed and
settlement having occurred on the 2nd August 2005. The
Serviced Apartments stage completed in early September
2005 and settlements are occurring. The residential tower
is now on track to be completed earlier than previously
expected with part of the tower forecast to be handed over
in January 2006 and the remainder of the project by early
March 2006. There are 14 units available for sale out of a
total 552 in this development.

The development approval process continues to progress
positively on a prime residential development site at
Currumbin on the Gold Coast. This conditional $27M
acquisition is subject to Devine securing a satisfactory
development approval for the site from the Gold Coast
City Council. Detailed design work has progressed in
close consultation with the council and the company’s
Town Planners.

Finance Division

The loss of $2.912M reported for the year (2003/04
$1.850M loss) was a disappointing result and reflects the
tight Housing market referenced above. The results for
this Division are very much dependent on the number of
loans that are processed on behalf of Devine’s customers.

Directors continue to closely monitor the performance of
this Division.

Future Outlook

The Reserve Bank recently indicated that interest rates
should remain stable. This, together with the prospect
of a possible lowering of rates now that the Housing
market has come back to more normal levels of activity,
is a positive factor for the housing market generally and
specifically for the First Homebuyer segment. However,
affordability remains a key impediment to sales in this
segment.

The company’s major development projects continue
to progress well and are expected to produce above
budgeted results when completed over the next two
years.

In relation to the Housing Division, the timing of
completion of new land developments and the direction
that market conditions take generally, remain the key
factors that will influence the company’s results for the
coming year.

Achieving a successful development approval outcome on
the proposed Currumbin development and the timing of
this will also influence the year’s results.

As noted in the Chairman’s comments, as is required for
all companies, Devine’s results will be reported under

the new Australian Equivalents to International Financial
Reporting Standards for the 2005/06 year. Estimates of the
impact of these new accounting standards on the financial
results are detailed in the notes to this financial report.
These changes will have a material impact on the results
for the coming year with the profit result for the 2005/06
year expected to be higher than the 2004/05 year.

David H. T. Devine
Managing Director
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DIRECTORS’ REPORT

- g
Your directors submit their report for the year ended 30 June 2005. Wlﬂ
LIMITED

DIRECTORS
The names and details of the directors of the company in office during the financial year and at the date of this report are
as follows. Directors were in office for this entire period unless otherwise stated.

D J Ridley, (Chairman)

Doug Ridley is a former Senior Executive of AVJennings having been with that company
for 34 years, 6 years of which as Chief Executive Officer. Mr Ridley has extensive
experience in the Housing Industry and since leaving AVJennings, his company has
provided consulting services to a number of companies allied to the industry. He is
currently Chariman of Bradcorp Holdings Pty Ltd and a director of First Permanent
Financial Services Pty Ltd.

D H T Devine, (Managing Director)

David Devine began his working career with a chemical company in Victoria, before
joining Hortico Australia Limited in 1968 where he spent 12 years progressing
through the company to manage the company’s Queensland and later, its Western
Australian operations. As a result of Hortico’s management structure he gained wide
experience in production, manufacturing, advertising, distribution, marketing and
administration. In 1980 he left Hortico and acquired his own business in aluminium
boat manufacturing. He entered into property development in 1983, setting up the
predecessor entity to Devine Limited.

P J Ferris, AM, B.A. (Hons Economics) FCA, FAIM, FAICD

Peter Ferris is a former Senior Partner and National Director of Corporate Finance of
Ernst & Young. He is on the board of a number of organisations including Sisters of
Charity Foundation Limited (Chairman) and a trustee of St Vincent’s Hospital Sydney,
St Vincent’s Clinic Foundation and Catholic Health Care Services (NSW & ACT). He
is also a director of First Permanent Financial Services Pty Ltd and AMM Holdings
Pty Ltd. His former directorships include Austereo Limited, Hanimex Corporation
Limited, the Defence Housing Authority, South Eastern Sydney Area Health Service,
Australian Technology Group Limited and the Australian Advisory Board of Marsh
Australia Pty Ltd.
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DIRECTORS’ REPORT (continued)

R W Parris, FAICD

Rick Parris is a Quantity Surveyor who was formerly Queensland Regional Director for
Civil & Civic and the Lend Lease Property Group. He is a director of funds syndicator
Investment Management Australia Ltd and director of several private property
companies. He is an Honorary Ambassador for the City of Brisbane.

K M Woodley, (Marketing Director)

Ken Woodley worked in an accounting practice prior to moving into management of a
building construction company for nine years, the last four years as Managing Director.
Arriving in Australia in 1982, he worked for Peter Kurts Group prior to setting up
Stewarts Real Estate in partnership with another real estate agent. During this time at
Stewarts he marketed several Devine Group developments and in 1985 joined Devine
Group to head the marketing division.

COMPANY SECRETARY & CHIEF FINANCIAL OFFICER

V N Grayson; B. Business (Accounting), CPA, ACIS, ACIM

Viv Grayson joined the company in March 1999. Prior to this he spent most of his
career at AVJennings Homes having worked with that company from 1973 to 1995.
During this time he held various accounting and management positions including
three and a half years as vice president accounting and finance of the company’s
USA operations. On his return in early 1987, he took up the role of Chief Financial
Officer in Melbourne. On leaving AVJennings in December 1995, Mr Grayson spent
three years as Finance Manager of a large Melbourne based Timber & Hardware
company, Bowen & Pomeroy Pty Ltd.

RESIGNED DIRECTOR

K P Prior, AM, LL.B. (Resigned on the 24 March 2005)

Kerry Prior was executive chairman and senior partner of McCullough Robertson, Lawyers. He continues to practice
as a partner in the commercial division of McCullough Robertson and has extensive experience in commercial and
taxation law. Mr Prior is principal legal adviser to a large number of public and substantial private companies. He

is a director of a number of private companies and Chairman of the Sir Albert Sakzewski Foundation and Deputy
Chairman of the Royal Children’s Hospital Foundation.
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DIRECTORS’ REPORT (continued)
Interests in contracts or proposed contracts with the company

No directors have an interest in contracts or proposed contracts with the company except as otherwise disclosed in this
report or in the financial report.

PRINCIPAL ACTIVITIES
The principal activities during the year of entities within the consolidated entity were:
* residential property development
* residential construction
* real estate marketing
* medium density residential development & construction

* loan origination and securitisation
EMPLOYEES

The consolidated entity employed 255 employees as at 30 June 2005 (2004: 239 employees).
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DIRECTORS’ REPORT (continued)

OPERATING RESULTS AND DIVIDENDS

Operating results for the year ended 30 June 2005

Profit/(Loss) from ordinary activities after tax 16,125 15,650

Net profit/(loss) attributable to members of Devine Ltd 16,125 15,650

Dividends Paid or Declared for payment are as follows:

Interim dividend paid 4,969 4,140
Dividends proposed but not recognised as a liability 5,027 4,648
Converting preference shares dividend paid 1 November 2003 - 365

The Converting Preference Shares converted to Ordinary shares on
31 October 2003.

Net Tangible Assets 2005 2004
Basic net tangible assets per share 72.6 cents 67.9 cents
Diluted net tangible assets per share 70.8 cents 66.1 cents

Earnings per share
Basic earnings per share 13.3 cents 14.0 cents

Diluted earnings per share 13.0 cents 13.3 cents

REVIEW OF OPERATIONS

The review of operations of the consolidated entity is covered in the Managing Director’s Report on pages 6 and 7.
SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

There have been no significant changes in the state of affairs of the company.

SIGNIFICANT EVENTS AFTER BALANCE DATE

A fully franked final dividend in respect of the 2005 financial year of 4 cents (2004: 4 cents) per share was declared by
directors on 26 August 2005. In accordance with the adoption of AASB 1044 “Provisions, Contingent Liabilities and
Contingent Assets” no provision has been recognised in the Statement of Financial Position as at 30 June 2005.
Following its completion in late June 2005, settlements commenced on the company’s “Casino Towers” project in the
second week of July 2005. All debt associated with the project totaling $65.101M and which is reflected as a liability in the
statement of financial position as at 30 June 2005, was repaid by 14 July 2005.

There have been no other significant events occur post 30 June 2005.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS
The likely developments and expected results are covered in the Managing Director’s Report on pages 6 and 7.

In the opinion of the Directors, further information including expected future results, would prejudice the interests of the
consolidated entity.
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DIRECTORS’ REPORT (continued)
REMUNERATION REPORT (AUDITED)
This report outlines the remuneration arrangements in place for the directors and executives of the Devine Group.
Remuneration philosophy
A key objective of the company is to maximise shareholder returns through the attraction and retention of a high quality
board and executive team. To achieve this, directors and key executives need to receive fair and appropriate remuneration
and the Remuneration Committee’s approach is to take account of the employment market conditions and to link
the nature and amount of the executive directors’ and senior executives’ emoluments to the company’s financial and
operational performance. The expected outcomes of the remuneration structure are:

* To provide satisfactory returns to shareholders

* The retention and motivation of key executives

* To attract quality management to the company

* By way of performance incentives, to allow executives to share in the success of the company
Remuneration committee
The Remuneration Committee of the Board of Directors of Devine Limited is responsible for determining and reviewing
compensation arrangements for the directors, the managing director and the executive team. The Remuneration
Committee assesses the appropriateness of the nature and amount of emoluments of such officers on a periodic basis.

Remuneration structure

In accordance with best practice corporate governance, the structure of the non-executive director and senior manager
remuneration is separate and distinct.

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 so determined is divided
between the directors as agreed. The latest determination was at the Annual General Meeting held on 12 November

2003 where shareholders approved an aggregate remuneration of $350,000 per year. In accordance with the Company’s
constitution, any amounts paid to non-executive directors for committee work are additional to the allowance for director’s
fees.

The amount of aggregate remuneration sought to be approved by shareholders and the manner in which it is apportioned
amongst directors is reviewed annually. The board considers the fees paid to non-executive directors of comparable
companies when undertaking the annual review process.

Non-executive directors are encouraged by the board to hold shares in the company (purchased by the director on
market). It is considered good corporate governance for directors to have a financial stake in the company.

The remuneration of non-executive directors for the period ending 30 June 2005 is detailed in Table 1 on page 14 of this
report.
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DIRECTORS’ REPORT (continued)
REMUNERATION REPORT (AUDITED) (continued)
Executive directors and executive management remuneration

Objective
The company aims to reward executives with a mix of remuneration commensurate with their position and responsibilities
within the company to:

* Align the interests of executives with those of shareholders;
* Ensure total remuneration is competitive by market standards.

Structure

In determining the level and make-up of executive remuneration, the Remuneration Committee considers market levels of
remuneration for comparable executive roles and, from time to time, engages external consultants to provide comparative
information and advice.

Remuneration consists of a fixed remuneration element and variable remuneration elements in the form of short term and
long term incentives.

The amount of fixed remuneration and variable remuneration is established for each member of the executive management
team by the Remuneration Committee. The following tables detail the total amount and elements of remuneration paid to
the five most highly remunerated members of the executive management team and specified executives.

Fixed remuneration

Objective - The level of fixed remuneration is set so as to provide a base level of remuneration which is both appropriate to
the position and competitive in the market. Fixed remuneration is reviewed annually by the Remuneration Committee and
the process consists of identifying and adjusting for any anomalies within the company, reviewing individual performance
and considering comparative remuneration on offer in the marketplace.

Structure - Executive team members are given the opportunity to receive their fixed (primary) remuneration 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. Where remuneration is made by way of a fringe benefit, the cost to the
company of the applicable fringe benefits tax is absorbed by the executive.

Variable remuneration - Short Term Incentive (STI)

Objective - The objective of the STI program is to link the achievement of the company’s financial targets with the
remuneration received by the executive charged with meeting those targets. Another objective of the STl is to motivate
executives to better the base financial targets that are set each year.

Structure - The total STl is set at a base level so as to remunerate the senior manager for achieving the financial targets. It
also incorporates a sliding scale element whereby executives who better their financial targets are rewarded appropriately.
The aggregate of the annual STI payments available to executives across the company is subject to the approval of the
Remuneration Committee. Entitlements are usually paid by way of a cash bonus.

Variable remuneration - Long Term Incentive (LTI)
Objective - The objective of the LTI plan is to retain and reward members of the executive management team in a manner
which aligns this element of remuneration with the creation of shareholder wealth.

Structure - LTI's are offered to executives by way of an allocation of share options in Devine Limited. The frequency, number
of options granted and recipients are at the discretion of the Remuneration Committee. The exercise of these options is
dependent on specified financial hurdles being met in relation to total shareholder returns.

Options granted as part of director and executive remuneration and outstanding as at 30 June 2005 are detailed in Note 24
on page 41 of the Financial Statements.
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DIRECTORS’ REPORT (continued)

REMUNERATION REPORT (AUDITED) (continued)

Table 1 : Directors Remuneration for the year ended 30 June 2005

Primary Post Employment Equity Other Total
Other Non- Super- Retirement & Options Bonuses
Fees monetary annuation Termination
Benefits* Benefits
$ $ $ $
**D.J. Ridley 2005 58,421 24,600 - 7,058 - - - 90,079
2004 45,900 24,200 - 5,931 - - - 76,031
*D.H.T. Devine 2005 412,844 - - 37,156 - - 200,000 650,000
2004 370,369 - - 29,631 - - 175,000 575,000
**PJ Ferris AM 2005 45,900 34,400 - 5,931 - - - 86,231
2004 45,900 15,000 - 4,131 - - - 65,031
**R.W. Parris 2005 45,900 87,600 - 4,131 - - - 137,631
2004 45,900 102,850 - 4,131 - - - 152,881
*K.M. Woodley 2005 273,995 - 31,346 24,659 - - 125,000 455,000
2004 259,495 - 47,150 23,355 - - 87,500 417,500
**K.P. Prior AM *** 2005 74,724 - - 5,505 - - - 80,229
2004 91,750 - - 8,257 - - - 100,007

*  Denotes Executive Director
** Denotes Non-Executive Director
*** Mr Prior resigned as Chairman and a Director effective 24 March 2005

Table 2: Remuneration of the specified and six named executive officers who received the highest remuneration
for the year ended 30 June 2005

Primary Post Employment Equity Other Total
Base Other Non- Super- Retirement & Options Bonuses
Salary Fees monetary annuation Termination
& Fees Benefits* Benefits
$ $ $ $ $
P. Nash ** 2005 254,363 - 15,000 22,939 - - 178,200 470,502
2004 58,846 - 4,154 6,044 - - - 69,044
V. Grayson 2005 235,735 - 27,265 12,000 - - 100,000 375,000
2004 213,802 - 24,198 12,000 - - 87,500 337,500
I. Grant 2005 252,294 - - 22,706 - 12,500 75,000 362,500
2004 252,449 - - 22,551 - 12,500 - 287,500
J. Shapcott 2005 208,002 - 10,413 11,585 - - 70,000 300,000
2004 179,068 - 10,413 10,519 - 32,500 56,000 288,500
B. Gillan 2005 178,839 - 5,065 16,096 - - 51,800 251,800
2004 150,397 - 4,065 13,536 - - 28,500 196,498
C. Fusco *** 2005 148,927 - 23,996 13,404 191,622 - - 377,949
2004 231,563 - 34,760 20,841 - - 35,000 322,164

* Includes Motor Vehicle related costs.
**  Mr Nash joined the company in March 2004
*** Mr Fusco left the company in March 2005
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DIRECTORS’ REPORT (continued)
REMUNERATION REPORT (AUDITED) (continued)

Fair value of options is based on an indicative valuation prepared by KPMG Corporate Finance (Aust) Pty Ltd using the
“Black Scholes Model”.

(a) Remuneration options: Granted and vested during the year
No options were granted during the year.
(b) Shares issued on exercise of remuneration options

250,000 options were exercised on 13 April 2005 at an exercise price of 0.5166 for $129,150 (2004: Nil).

(c) Option holdings of specified directors and specified executives

Balance at Granted Options Net Balance at
beginning as Exercised Change end Vested at 30 June 2005

of period Remuner- Other of period
ation [\[o]
1-Jul-04 30-Jun-05 Total exercisable Exercisable

Specified directors

D.H.T. Devine 1,325,000 - - - 1,325,000 1,325,000 - 1,325,000
K. M. Woodley 850,000 - - - 850,000 850,000 - 850,000
Specified executives
C. Fusco 250,000 - 250,000 - - - - -
I. Grant 250,000 - - - 250,000 - 250,000 -
V. Grayson 500,000 - - - 500,000 500,000 - 500,000
J. Shapcott 250,000 - - - 250,000 250,000 - 250,000
3,425,000 - 250,000 - 3,175,000 2,925,000 250,000 2,925,000

From 1 July 2003, options granted as part of remuneration are valued using the Black Scholes Pricing Model & Binomial
Model, which take into account factors including the option exercise price, the current level of volitility of the underlying
share, current market price of the underlying share and the expected life of the option.

(d) Shareholdings of Specified Directors and Specified Executives

Shares held in Balance Granted as On Exercise Net Change Balance
Devine Limited 1-Jul-04 Remuneration of Options Other 30-Jun-05

(number)
Ord Pref Ord Pref Ord Pref Ord Pref Ord Pref

Specified directors

D. J. Ridley 170,000 - - - - - 15,626 - 185,626

D.H.T. Devine 27,385,615 - - - - - 240,626 - 27,626,241 -
P J. Ferris AM 200,577 - - - - - 7,813 - 208,390 -
R. W. Parris 123,751 - - - - - 25,398 - 149,149 -
K. M Woodley 9,572,351 - - - - - 4,688 - 9,577,039 -
Specified executives

V. Grayson 484,415 - - - - - 7,813 - 492,228 -
J. Shapcott 505,587 - - - - - - - 505,587 -
Total 38,442,296 - - - - - 301,964 - 38,744,260 -

All equity transactions with specified directors and specified executives other than those arising from the exercise of
remuneration options have been entered into under terms and conditions no more favourable than those the entity would
have adopted if dealing at arm’s length.
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DIRECTORS’ REPORT (continued)
INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFICERS

Insurance and indemnity arrangements existing in the previous year concerning officers of the Group were renewed or
continued. The constitution of Devine Limited provides an indemnity (to the maximum permitted by law) in favour of each
director, secretary and executive officer. The indemnity is against any liability incurred by that person in their capacity as a
director, secretary or executive officer to another person (other than Devine or a related body corporate) unless the liability
arises out of conduct involving a lack of good faith. The indemnity includes costs and expenses incurred by an officer in
successfully defending that person’s position. The Group has paid a premium regarding a contract insuring each Devine
director and each full-time executive, director and secretary of the Group against certain liability incurred in those
capacities, to the extent permitted by law. Disclosure of premiums and coverage is prohibited by the contract of insurance.

DIRECTORS’ MEETINGS

The number of meetings of directors (including meetings of committees of the directors) held during the year and the
number of meetings attended by each director were as follows:

Directors’ Meetings of Committees
Meetings Audit Remuneration
Number of Meetings Held: 11 4 1
Number of Meetings attended:
D. J. Ridley 11 4 -
K. P. Prior AM* 8 - 1
D. H. T. Devine 11 - -
P J. Ferris AM 10 4 1
R. W. Parris 11 4 -
K. M. Woodley 10 = =

* Mr Prior was only eligible to attend 8 meetings having resigned as a director on 24 March 2005

As at the date of this report, the company had an audit committee and a remuneration committee of the Board of
Directors.

The members of the Audit Committee are Mr P J Ferris AM (Chairman), Mr R W Parris and Mr D J Ridley. The members of
the Remuneration Committee are Mr D J Ridley (Chairman), Mr P J Ferris AM and Mr D H T Devine.

ROUNDING

The amounts contained in this report and in the financial statements have been rounded to the nearest $1,000 under the
option available to the company under ASIC Class Order 98/100. The company is an entity to which the Class Order

applies.
CORPORATE GOVERNANCE

In recognising the need for the highest standards of corporate behaviour and accountability, the directors of Devine Limited
support and have adhered to the principles of corporate governance. The company’s corporate governance statement is
contained in the additional ASX information section of this annual report.

TAX CONSOLIDATION

Effective 1 July 2003, for the purposes of income taxation, Devine Limited and its 100 % owned subsidiaries formed

a tax consolidated group. Members of the group have entered into a tax sharing arrangement in order to allocate income
tax expense to the wholly-owned subsidiaries on a pro-rata basis. In addition, the agreement provides for the allocation of
income tax liabilities between the entities should the head entity default on its tax payment obligations. At the balance date,
the possibility of default is remote. The head entity of the tax consolidated group is Devine Limited.
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DIRECTORS’ REPORT (continued)
RISK MANAGEMENT

A pro-active approach is taken to risk management. The board is responsible for ensuring that risks and opportunities
are identified on a timely basis and that the Group’s objectives and activities are aligned with the risks and opportunities
identified by the board.

In 2002, the company undertook a major review aimed at risk identification and best practice procedures. It is intended
that this exercise be reviewed again in the 2005/06 year and recommendations from that review implemented in each of the
business operations as appropriate. In October 2003, the Group appointed an Internal Auditor to monitor and assess risk
on an ongoing basis.

ENVIRONMENTAL REGULATION AND PERFORMANCE

The Economic Entity’s activities are primarily involved in the sale and construction of houses, medium density

and high-rise developments and the development and sale of residential land. As such, it is subject to the relevant
Local, State and Federal government environmental regulations relating to these activities. The company strives

at all times to meet the requirements of these regulations and is conscious of its obligations to protect the environment.
To the best of the Directors’ knowledge, all activities have been undertaken in compliance with these requirements.

AUDITOR INDEPENDENCE AND NON-AUDIT SERVICES

The directors received a declaration from the auditor of Devine Limited (see page 18).

NON-AUDIT SERVICES

The following non-audit services were provided by the entity’s auditors, Ernst & Young. The directors are satisfied
that the provision of non-audit services is compatible with the general standards of independence for auditors
imposed by the Corporations Act. The nature and scope of each type of non-audit service provided means that
auditor independence was not compromised.

Ernst & Young received or are due to receive the following amounts for the provision of all non-audit services:

Tax compliance services $88,600
Capital Restructuring & Corporate Finance advice $24,022
Other assurance services $67,425

Signed in accordance with a resolution of the directors of Devine Limited.

D J Ridley
Chairman

D H T Devine
Managing Director

Melbourne, 28 September 2005

Dﬂ”‘”ﬂ " ANNUAL REPORT 2005

LIMITED

19



De

2UM€ \\NUAL REPORT 2005

LIMITED

20



STATEMENT OF FINANCIAL PERFORMANCE
YEAR ENDED 30 JUNE 2005

CONSOLIDATED

DEVINE LIMITED

2005 2004 2005 2004
$'000 0[0]0) $'000 $'000
Revenues from ordinary activities 2 474,056 376,581 156,594 100,577
Expenses from ordinary activities, excluding
borrowing costs expense 3(a) 420,217 338,147 141,883 92,772
Borrowing costs expense 3(c) 31,117 15,948 2,927 1,798
Profit from ordinary activities before
income tax expense/credit 22,722 22,486 11,784 6,007
Income tax (expense)/credit relating to ordinary activities 4 (6,597) (6,836) (3,696) 7,012
Profit from ordinary activities after related
income tax expense 16,125 15,650 8,088 13,019
Net profit attributable to
members of Devine Limited 21(b) 16,125 15,650 8,088 13,019
Total changes in equity other than those resulting
from transactions with owners as owners
attributable to members of Devine Limited 16,125 15,650 8,088 13,019
Basic earnings per share (cents per share) 32 13.3 14.0
Diluted earnings per share (cents per share) 32 13.0 13.3
Franked dividends per share (cents per share) 5 8.0 8.0
This statement should be read in conjunction with the attached notes.
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STATEMENT OF FINANCIAL POSITION
AT 30 JUNE 2005

CONSOLIDATED DEVINE LIMITED

2005 2004 2005 2004

$'000 $'000 $'000 $'000
CURRENT ASSETS
Cash assets - - - -
Receivables 6 118,623 38,505 158,188 41,647
Inventories 7 304,468 90,763 49,827 72,461
Other assets 8 7,713 3,402 3,333 206
TOTAL CURRENT ASSETS 430,804 132,670 211,348 114,314
NON-CURRENT ASSETS
Receivables 9 3,530 2,657 61 373
Investments 10 - - 5,269 5,269
Inventories 11 117,007 168,818 109,811 69,466
Property, plant & equipment 12 4,558 9,855 1,072 4,047
Deferred tax assets 4 - - - 11,418
Intangible assets 13 3,316 3,316 3,316 3,316
Other assets 14 2,811 3,051 - -
TOTAL NON-CURRENT ASSETS 131,222 187,697 119,529 93,889
TOTAL ASSETS 562,026 320,367 330,877 208,203
CURRENT LIABILITIES
Payables 15 65,280 50,471 157,529 71,780
Interest bearing liabilities 16 311,852 66,173 71,209 50,634
Provisions 17 3,514 3,143 1,631 1,293
TOTAL CURRENT LIABILITIES 380,646 119,787 230,369 123,707
NON-CURRENT LIABILITIES
Interest bearing liabilities 18 65,600 103,899 29,318 31,739
Deferred tax liabilities 4 20,864 14,266 19,351 5,318
Provisions 19 312 248 - -
TOTAL NON-CURRENT LIABILITIES 86,776 118,413 48,669 37,057
TOTAL LIABILITIES 467,422 238,200 279,038 160,764
NET ASSETS 94,604 82,167 51,839 47,439
SHAREHOLDERS’ EQUITY
Contributed equity 20 40,731 34,802 40,731 34,802
Reserves 21 - - 3,316 3,316
Retained profits 21 53,873 47,365 7,792 9,321
TOTAL SHAREHOLDERS’ EQUITY 94,604 82,167 51,839 47,439

This statement should be read in conjunction with the attached notes.
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STATEMENT OF CASH FLOWS
YEAR ENDED 30 JUNE 2005

CASH FLOWS FROM OPERATING ACTIVITIES

Notes

2005
$'000

CONSOLIDATED

2004
$'000

DEVINE LIMITED

2005
$'000

2004
$'000

Receipts from customers 406,710 402,012 147,635 97,643
Payments to suppliers and employees (560,649)  (447,769)  (161,372)  (108,037)
Interest received 543 569 349 447
Borrowing costs paid (41,199) (25,463) (2,750) (2,039)
Income tax (paid)/received 486 498 231 692
NET CASH FLOWS FROM/(USED IN)

OPERATING ACTIVITIES 22(b) (194,109) (70,153) (15,907) (11,294)
CASH FLOWS FROM INVESTING ACTIVITIES

Acquisition of property, plant and equipment (839) (1,122) (257) (223)
Proceeds from sale of property, plant and equipment 3,702 19 3,702 13
NET CASH FLOWS USED IN

INVESTING ACTIVITIES 2,863 (1,103) 3,445 (210)
CASH FLOWS FROM FINANCING ACTIVITIES

Loans (to)/from related parties - - (2,100) (260)
Borrowings - other 201,144 124,245 23,580 31,121
Repayment of borrowings - other (11,266) (48,721) (10,991) (12,606)
Finance lease principal repayments (6) (14) (6) (14)
Dividends paid 5 (8,795) (8,280) (8,795) (8,280)
Proceeds from issue of shares 5,106 30 5,106 -
NET CASH FLOWS FROM/(USED IN)

FINANCING ACTIVITIES 186,183 67,260 6,794 9,961
NET INCREASE/(DECREASE) IN CASH HELD (5,063) (3,996) (5,668) (1,543)
Add opening cash brought forward (3,620) 376 (9,397) (7,854)
CLOSING CASH CARRIED FORWARD 22(a) (8,683) (3,620) (15,065) (9,397)

Note - The amount reflected above as “Payments to suppliers and employees” includes significant cash payments to
external contractors engaged to build the company’s major CBD property developments. The corresponding receipts
from the funding of these property developments is shown as “borrowings - other” under “Cash Flows From Financing

Activities”.

Note - The significant increase in Borrowing Costs during the year ended June 2005 compared to June 2004 relates to the
progress on, and hence level of borrowings on, the company’s large CBD projects under construction at the end of the

year.

This statement should be read in conjunction with the attached notes.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
YEAR ENDED 30 JUNE 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

The financial statements have been prepared in accordance with the historical cost convention, except for brand names
and investments in controlled entities, which are held at valuation. The directors have adopted AASB 1010 “Recoverable
amounts of non-current assets” and accordingly do not revalue these assets.

The financial report is a general purpose financial report which has been prepared in accordance with the requirements of
the Corporations Act 2001 and which includes applicable Accounting Standards. Other mandatory professional reporting
requirements (Urgent Issues Group Consensus Views) have also been complied with.

Changes in accounting policies

The accounting policies adopted are consistent with those of the previous year.

Principles of consolidation

The consolidated financial statements are those of the consolidated entity, comprising Devine Limited (the parent entity)
and all entities that Devine Limited controlled from time to time during the year and at balance date.

Information from the financial statements of subsidiaries is included from the date the parent company obtains control until
such time as control ceases. Where there is loss of control of a subsidiary, the consolidated financial statements include
the results for the part of the reporting period during which the parent company has control.

Subsidiary acquisitions are accounted for using the purchase method of accounting.

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 that may exist.

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

Income recognition

Property Revenue:

Revenue from sale of developed land is recognised on unconditional contract. Where sales are under an unconditional put
and call contract, revenue is recognised where the company can demonstrate the risks and rewards associated with the
underlying property have passed to the purchaser.

Construction contracts:

Profit on construction contracts is brought to account on the percentage of completion basis where it can be reliably
estimated. In respect of individual housing contracts, the entity has determined percentage complete based on actual
costs incurred as a percentage of total forecast costs. Where losses are foreseeable, such losses are provided for in full.
Measurement of the percentage complete is based on information provided by independent consultants on large multi unit
construction projects.

Finance Revenue:

Revenue is recognised to the extent that the economic benefits will flow to the entity and the revenue can be reliably
measured. The following specific recognition criteria must also be met before revenue is recognised:

* Trust management and servicing - Fee income for the management of securitised loans through trust vehicles is
recognised on an accruals basis.

* Loan origination and approvals - The group acts as an originator of mortgage loans, fee income from which is
recognised on an accruals basis.

* Securitisation and warehousing - The group is entitled to residual income from the securitisation programme. The

timing and amount of this income is recognised on an accruals basis.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
YEAR ENDED 30 JUNE 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Cash and cash equivalents

For the purposes of the statement of cash flows, cash includes cash on hand and in banks and money market investments
readily converting to cash within 2 working days, net of outstanding bank overdrafts.

Retention funds held on deposit, which are subject to charges by agreement with financial institutions and which are
available to meet costs associated with a loss on resale resulting from the buyer defaulting on their mortgage and
repossessions, are classified within other assets. Retention funds have been classified within current assets to the extent
the consolidated entity has provided as a current liability for future costs of repossessions. The balance of retention funds
have been classified within non-current assets.

Receivables

Trade receivables are recognised and carried at original invoice amount less provision for any uncollectible debts. An
estimate for doubtful debts is made when collection of the full amount is no longer probable. Bad debts are written-off as
incurred. Receivables from related parties are recognised and carried at the nominal amount due. Interest income is taken
up on an accrual basis.

Inventories
Development work in progress:

Development land, including acquisition costs of the land, together with associated development costs, is valued at

the lower of cost and net realisable value. Interest and other holding costs incurred directly in relation to land are only
capitalised for land which is to be held for a period in excess of three years before development commences. No further
interest is capitalised once development commences.

Construction work in progress:

Construction work in progress is stated at cost plus profit recognised to date less progress billings. Cost includes all costs
directly related to specific contracts.

Expenditure carried forward

Significant items of expenditure, including marketing expenditure in respect of large multi-unit development projects, are
carried forward provided it is probable that future consolidated benefits attributable to the expenditure will be realised.
Expenditure carried forward is expensed over the lesser of the period in which the related benefits are expected to be
realised and three years.

Investments

Long-term investments (including investment properties not principally occupied by consolidated entity companies) are
stated at cost or valuation. There is no policy for regular valuations of investments.

Leases

Finance leases, which effectively transfer to the consolidated entity substantially all of the risks and benefits incidental to
ownership of the leased item, are capitalised at the present value of the minimum lease payments, disclosed as leased
property, plant and equipment, and amortised over the period the consolidated entity is expected to benefit from the use of
the leased assets.

Operating lease payments, where the lessor effectively retains substantially all of the risks and benefits of ownership of the
leased items, are included in the determination of the operating profit in equal instalments over the lease term.

The lease incentive liability in relation to the non-cancellable operating lease is being amortised on a straight-line basis over
the lease term (5 years).

Recoverable amount

Non-current assets are not revalued to an amount above their recoverable amount, and, where carrying values exceed this
recoverable amount, assets are written down. In determining recoverable amount, the expected net cash flows have not
been discounted to their present value.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
YEAR ENDED 30 JUNE 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Trade and other payables

Liabilities for trade creditors and other amounts are carried at cost which is the fair value of the consideration to be paid in
the future for goods and services received, whether or not billed to the consolidated entity.

Payables to related parties are carried at the principal amount. Interest, when recognised by the lender, is recognised as an
expense on an accruals basis.

Deferred cash settlements are recognised at the present value of the outstanding consideration payable on the acquisition
of an asset discounted at prevailing commercial borrowing rates.

Property, plant and equipment

Cost:

Property, plant and equipment are carried at the lower of cost and recoverable amount.

Depreciation:

Depreciation is provided on a straight line basis on all property, plant and equipment, other than freehold land, at rates
calculated to allocate the cost, less estimated residual value at the end of the useful life of the assets, against revenue over
those estimated useful lives.

Major depreciation periods for the years ended 30 June 2005 and 30 June 2004 are:

Buildings 40 years
Plant and equipment 210 10 years

Display homes:

Where display homes are classified as non-current they are depreciated on a straight line basis, to their assessed residual
value, over the shorter of 5 years or the expected useful life so as to allocate their cost against revenue over that period.

Provisions

Provisions are recognised when the economic entity has a legal, equitable or constructive obligation to make a future
sacrifice of economic benefits to other entities as a result of past transactions or other past events, it is probable that a
future sacrifice of economic benefits will be required, and a reliable estimate can be made of the amount of the obligation.

A provision for dividends in relation to the company’s ordinary shares is not recognised as a liability unless the dividends
are declared, determined or publicly recommended on or before the reporting date.

Employee benefits

Provision is made for employee benefits accumulated as a result of employees rendering services up to the reporting date.
These benefits include wages and salaries, annual leave and long service leave.

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 outflows to be made in respect of services provided by employees up to the reporting date. In
determining the present value of future cash outflows, the interest rates attaching to government guaranteed securities
which have terms to maturity approximating the terms of the related liability are used.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
YEAR ENDED 30 JUNE 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Employee benefits (continued)
Employee benefit expenses and revenue arising in respect of the following categories:

* wages and salaries, non-monetary benefits, annual leave, long service leave and other leave benefits; and
* other types of employee benefits;

are recognised against profits on a net basis in their respective categories.

The value of the employee share incentive scheme described in Note 24 has not been recognised as an employee benefit
expense in the Statement of Financial Performance.

The contribution made to superannuation funds are recognised against profits when due.
Income tax

Tax-effect accounting is applied using the liability method whereby income tax is regarded as an expense and is calculated
on the accounting profit after allowing for permanent differences. To the extent timing differences occur between the time
items are recognised in the financial statements and when items are taken into account in determining taxable income, the
net related taxation benefit or liability, calculated at current rates, is disclosed as a future income tax benefit or a provision
for deferred income tax. The net future income tax benefit relating to tax losses and timing differences is not carried
forward as an asset unless the benefit is virtually certain of being realised.

Brand names

Brand names owned by the consolidated entity are carried at cost, less recoverable amount write-downs. No amortisation
has been recognised in respect of brand names, as the directors do not believe that they have a limited useful life.
Expenditure incurred in developing, maintaining or enhancing brand names is written off against profit from ordinary
activities in the year in which it is incurred.

The Directors are of the view that the residual value of the brand name to the company is greater than the carrying value
and therefore no depreciable value exists. In addition, the Directors believe that the useful life of the “Devine” brand has
been significantly extended since the date of the last valuation and its value considerably enhanced. This view has been
confirmed by an independent valuation carried out in August 2003, which was performed on an open market basis.

Loans and borrowings

All loans are measured at the principal amount. Interest is recognised as an expense as it accrues. Finance lease liabilities
are determined in accordance with the requirements of AASB 1008 “Leases”. Converting Preference Shares that exhibit
characteristics of liabilities are recognised as liabilities in the Statement of Financial Position. The corresponding dividends
are recognised as an interest expense in the Statement of Financial Performance.

Goods and services tax
Revenues, expenses, assets and liabilities are recognised net of the amount of GST except:
* where the GST incurred on a purchase of goods and services is not recoverable from the taxation authority, in
which case the GST is recognised as part of the cost of acquisition of the asset or as part of the expense
item as applicable; and

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

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables or payables
in the Statement of Financial Position.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
YEAR ENDED 30 JUNE 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Goods and services tax (continued)

Cash flows are included in the Statement of Cash Flows on a gross basis, and the GST component of cash flows arising
from investing and financing activities, which is recoverable from, or payable to, the taxation authority are classified as

operating cash flows.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the taxation
authority.

Financial instruments

The company enters into interest rate swap agreements to convert the variable interest rate borrowings to a fixed rate. The
swaps are entered into with the objective of reducing the risk of rising short-term interest rates. It is the company’s policy
not to recognise interest rate swaps in the financial statements.

Net receipts and payments are recognised as an adjustment to interest expense.

Earnings per share

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

Diluted earnings per share is calculated as net profit attributable to members, adjusted for:

* costs of servicing equity (other than dividends) and preference share dividends;

* the after tax effect of dividends and interest associated with dilutive potential ordinary shares
that have been recognised as expenses; and

* the non-discretionary changes in revenues or expenses during the period that would
result from the dilution of potential ordinary shares;

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

Contributed equity
Issued and paid-up capital is recognised at the fair value of the consideration received by the company.

Any transaction costs arising on the issue of ordinary shares are recognised directly in equity as a reduction of the share
proceeds received.

Comparatives

Where necessary, comparatives have been reclassified and repositioned for consistency with current year disclosures.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

YEAR ENDED 30 JUNE 2005

CONSOLIDATED

2005

2004

DEVINE LIMITED

2005

2004

2. REVENUE FROM ORDINARY ACTIVITIES

Revenue from operating activities

Revenue from sale of properties

Revenue from loan origination & securitisation
Total revenues from operating activities

Revenues from non-operating activities

Interest received - other persons/bodies corporate
Rent received - other persons/bodies corporate
Management fees - wholly owned entities
Proceeds on sale of other non-current assets
Sundry Income - wholly owned entities

Total revenues from outside the operating activities

Total revenues from ordinary activities
3. EXPENSES & LOSSES

(a) Expenses

Cost of properties sold

Write down of land stocks & other inventory
Marketing expenses

Land holding expenses

Occupancy expenses

Employee expenses

Administration expenses

Cost of sale of non-current assets

Other expenses from ordinary activities

Total expenses from ordinary activities

(b) Significant items

Profit from ordinary activities before income
tax expense includes the following expenses
whose disclosure is relevant in explaining the
financial performance of the entity:

Reversal of provision against Display Homes

(due to increase in market value)

(Reversal)/Write down of land stocks & other inven-
tory

(c) Borrowing costs expense
Interest & other borrowing expenses -
other persons/bodies corporate
Finance charges - lease liability
Converting preference shares

$'000

$'000

$'000

$'000

465,825 369,381 145,983 94,406
4,314 6,593 - -
470,139 375,974 145,983 94,406
543 569 349 447

9 19 - -

- - 5,983 5,617

3,365 19 3,365 13

- - 914 94

3,917 607 10,611 6,171
474,056 376,581 156,594 100,577
343,533 273,111 124,690 81,347
(1,274) 1,532 (1,371) -
41,512 32,801 3,105 591
1,009 736 461 379
2,662 2,771 863 703
21,202 18,787 7,471 5,701
7,466 7,642 2,420 2,290
2,678 61 2,678 15
1,429 706 1,566 1,746
420,217 338,147 141,883 92,772
12(c) (832) - - -
(442) 1,532 (1,371) -
(1,274) 1,532 (1,371) -
31,116 15,703 2,926 1,553
1 2 1 2

- 243 - 243
31,117 15,948 2,927 1,798

Converting Preference Share dividends of Nil (2004: $242,636) have been included as an interest expense in the State-
ment of Financial Performance up until the conversion date of 31 October 2003. This disclosure is due to the classification
of Converting Preference Shares as debt prior to conversion in accordance with AASB 1033 “Financial Instruments”.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
YEAR ENDED 30 JUNE 2005

CONSOLIDATED DEVINE LIMITED

2005 2004 2005 2004
$'000 $'000 $'000 $'000

3. EXPENSES & LOSSES (continued)

(d) Depreciation and amortisation
Amortisation of non-current assets

Plant and equipment under lease 12(c) 5 11 5 11

Depreciation of non-current assets

Buildings 12(c) 81 96 77 96

Plant and equipment 12(c) 1,158 1,286 544 596

Display home centres 12(c) 84 39 - -
1,323 1,421 621 692

Net .(proflt)lloss on disposal of property, plant & (687) 42 (687) 5

equipment

Total (profit)/loss on sale of non-current assets (687) 42 (687) 2

(e) Other expenses

Bad & doubtful debts 426 116 (15) -

Operating lease rental 657 663 162 163

4. INCOME TAX

The prima facie income tax attributable to operating

profit (loss) differs from the income tax provided in the

financial statements as follows:

Operating profit (loss) before income tax 22,722 22,486 11,784 6,007

Prima facie tax @ 30% (2004: 30% ) 6,817 6,746 3,535 1,802

Tax effect of permanent differences:

CPS dividend - 73 - 73

Pre 1 July 2004 tax losses recognised - (239) - -

Legal costs of subsidiary 9 5 - -

Capital gain on sale of building 171 - 171 -

Accounting profit on sale of fixed assets (206) - (206) -

Other Items (net) (194) 236 196 97

Adjustment on entry to the tax consolidation regime * - - - (8,981)

Under/(Over) provision of previous year - 15 - 3)

Income tax expense/credit attributable to operating profit 6,597 6,836 3,696 (7,012)

Deferred tax assets and liabilities

Current tax payable/(refund) - (485) - (231)

Future income tax benefit - non-current - - - 11,418

Provision for deferred tax - non-current 20,864 14,266 19,351 5,318

(@) The future income tax benefit will only be obtained if:
i. Future assessable income is derived of a nature and of an amount sufficient to enable the benefit to be realised;
ii. The conditions for deductibility imposed by tax legislation continue to be complied with; and
iii. No changes in tax legislation adversely affect the consolidated entity in realising the benefit.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

YEAR ENDED 30 JUNE 2005
4. INCOME TAX (continued)

Tax Consolidation

Effective 1 July 2003, for the purposes of income taxation, Devine Limited and its 100% owned subsidiaries formed a tax
consolidated group. Members of the group have entered into a tax sharing arrangement in order to allocate income tax
expense to the wholly-owned subsidiaries on a pro-rata basis. In addition, the agreement provides for the allocation of
income tax liabilities between the entities should the head entity default on its tax payment obligations. At the balance
date, the possibility of default is remote. The head entity of the tax consolidated group is Devine Limited.

* An adjustment to Income Tax Expense of $8,981,011 arises in Devine Limited due to the company’s decision to enter
into the tax consolidation regime effective 1 July 2003. That adjustment has no impact on the consolidated Devine Group,
as equal and opposite adjustments were required in other Devine Group companies.

5. DIVIDENDS PAID OR PROVIDED FOR DURING THE YEAR
Ordinary Shares:

Dividends paid
- interim (fully franked) (4c per share) (2004: 4c)

Dividends proposed but not recognised as a liability
- final (fully franked) (4c per share) (2004: 4c)

Dividends paid during the year as set out
above differ to the cash payments shown
in the statement of cash flows as follows:

- Previous year final dividend (4c per share) (2004: 4c)
- Interim dividend paid (4c per share) (2004: 4c)
- Dividend Re-Investment Plan Allocation

- Converting preference share dividends paid but
reflected as an interest expense in the Statement of
Financial Performance and Statement of Cash Flows

Dividends paid in cash

The tax rate at which dividends have or will be
franked is 30% (2004: 30%)

The amount of franking credits available for the
subsequent financial year are:

- franking account balance as at the end of the
financial year

- franking credits that will reverse upon receipt of
income tax refund due at the end of the financial year

Notes CONSOLIDATED

2005
$'000

2004
$'000

DEVINE LIMITED

2005
$'000

2004
$000

4,969 4,140 4,969 4,140
5,027 4,648 5,027 4,648
4,648 4,140 4,648 4,140
4,147 4,140 4,147 4,140
822 - 822 -
9,617 8,280 9,617 8,280
- 365 - 365
8,795 8,645 8,795 8,645
7499 11,992 7,499 11,992
- (481) - (481)
7499 11,511 7499 11,511

@é”‘”é " ANNUAL REPORT 2005

31



NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
YEAR ENDED 30 JUNE 2005

CONSOLIDATED DEVINE LIMITED

2005 2004 2005 2004
$’000 $'000 $'000 $'000

6. RECEIVABLES - CURRENT

Trade debtors 16,803 27,700 258 2,036
Provision for doubtful debts (690) (264) (35) (50)
16,113 27,436 223 1,986

Amounts other than trade debtors from related parties:
- wholly owned group - 64,553 34,716

485 = 231

Income tax refund due =
Other debtors * 96,479 1,695 91,605 330
Deposits 6,031 8,889 1,807 4,384

118,623 38,505 158,188 41,647

Movement in provision for doubtful debts

- balance at beginning of year (264) (323) (50) (80)
- bad and doubtful debts provided for during the year (426) - 15 -
- bad and doubtful debts (recovered)/written off - 59 - 30
- balance at year end (690) (264) (35) (50)

* Other debtors relates to revenue due on large CBD projects.
7. INVENTORIES - CURRENT

Land held for sale at cost

Cost of acquisition 28,327 31,998 9,978 16,310
Development costs capitalised 21,004 2,845 19,657 2,845

49,331 34,843 29,635 19,155

Work in progress - cost 254,842 54,987 20,192 53,306
Display homes - cost 295 933 = =
Total inventories at lower of cost and net realisable value 304,468 90,763 49,827 72,461

Included in work in progress at cost are capitalised
borrowing costs of $4,154,153 (2004: $2,073,083)

8. OTHER ASSETS - CURRENT

Prepayments 6,584 2,480 3,333 206
Retention funds 1,129 922 - -
7,713 3,402 3,333 206

9. RECEIVABLES - NON-CURRENT

Amounts owing from controlled entities - - - 258
Other debtors 3,530 2,657 61 115
3,530 2,657 61 373
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