





SunnyCove Management Limited

SunnyCove is an ASX-listed ‘pure play long-
term rental accommaodation provider, targeting
the *renter-by-choice” market in Australia, and
focusing on long-terms growth in annuity-style
revenues from its managed communities.

The Company successhdly listed on the ASX
in July 2004 as a growth investment with

a scaleable business model and relatively low
capital requirements in a high-growth sector.

SunnyCove acquires management rights and
develops and manages restdential cormmurities that
offer an cutstanding ervvironrment for sendors choosing
long-term affordable venal accommaodation, and
whao desire the convenience and lifestyle alforded
by quality community-style aceommodation.

Exvodution

The 2004 hinancial vear has been one of
consolidation in preparation for the Company’s
aggressive growth and expansion plans. Our aim
during 2004 was to consolidate our position in
preparation for the listing on the ASX and to
accelerate the growth of the business theough:

+ expanding the nuamber of units

under man AFEIMETL,

+ exploring new locations to extend the
Company’s reach and market penetration
within Queensland; and

+ ensaring our ability o grow exponentially
through isting the Company on the ASX.

I going forward, owr focus will continue to be on
building this momentum and king the Company
to the next level in its development.

Ferformarnce Highlighls

Financial Year 2004 Highitights

» A loss after tax for the year to 30 June 2004
of $1.36 million, 3.79% better than forecast
ity the Company’s prospectus.

+  The Companys net assets increased to $8.888
million {2003 {($0.389 million}).

SUNNYCOVE PROFILE

«  The Morayheld and Maroochydore
commurities were completed, opened,

and achieved strong sales and occupaney.

»  Relocated corporate headquarters to targer
premises in Maroochydore, designed to
accommaodate the Companys anticipated
furure growth,

+  Established a back-office operation
1o achieve greater efficiencies and atten

the DrEED isational strucrure.

+  Finalised the Boards composition during the
second half of the financial vear.

+  Developed a scalable business model, focused @

on leng-term growth n annuity-style revenue
from managed Seniors’ Commurnities.

+  Completed feasibility and due diligence
analyses on properties and management

righis acquisitions.

+  Undertool capital raising activities
(%12 millivn), including a successful
initial public offering which resulied in the
Corapany’s listing on the Australian Stock
Exchange (ASK)

Highlghts Post ASX Listing - 1 July 2004

+ Acquired the management rights of a number
of Seniors” Communities to bring the number
of units i SunnyCove’s portfolio to 468, an
increase of 306 since listing,

+  Progressed the planning and pending
developments as outlined in the prospectus,
inchuding the desipn and construes
docuwmentation for futere intellecrual property
licensing.

»  Contracted land at Mackay for development

of seniors’ accommaodation.

«  Developed an acquisition and financing
strategy 1o acquire management rights for
Seniors’ Communities and land for the futare
growth of SunnyCove.















REVIEW OF OPERATIONS
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Enisting Commuunities

As ar 30 June 2004, SunnyCove operated three
communities in Queensland located &t Sunnybank
Hills, Morayfield, and Marcochydore. All of the
units at these communities have been sold to
investors. SunnyCove manages these units and
communities on behalf of the owners under 23

vear agreemenis to let and manage. See figure 1.

These Seniors’ Communities were developed
ag part of SunnyCove’s alfordable housing
maded, and reflect SunnyCove's service standards

and philosophy of “choice” n Hifestyle for the

seniors market

The occupancy vate at each of these communities
remains strong, averaging between 95% and

100% after the initial letting period. The Companys
suceessiul marketing campaign “Your Cormmunity
- Your Choeice” helped achieve these high
oceupancy rates. The campaign focused on
SunnyCove’s key points of differentiation,
emphasising the quality and personal approach

of management, and the wmiloved approach the
Company adopts for each community. This
approzch spats various facets of community
living, from involving residents in meny planning,

to establishing cafes, gazebos, and other specific

design features within the community

Senlors” Managermest Pights Acoguisiions
SunnyCove completed due diligence on the
management rights of a number of additional
communities daring the fnancial vear and has
acquired those rights and commenced operation
of these Seniors’ Communities at the time of this
repert. These communities are described in
figure 2.

At the time of reporting, SunnyCove was
conducting due diligence on, or waiting

to settle the acquisition of the management
rights to an additional thvee communities n
Brisbane. The successbul finalisation of these
contracts will add another 140 units to the
Companys total and cement its presence in the
long-term seniors’ rental accommodation market.

These communities are described in fgure 3.

The completion of these acquisitions will see
SunnyCove increase its sentors’ units under
management to 468, The Company will continue

to look for opportunities in this market segment,
and will implement its systeras across each
corrmunity (o improve operating efficiencies

ko increase profit per unit.

Developrment Prolects

n addition to the above communities, SunnyCove

currently has Ave “renter-hy-choice” projects

in planning. Approval docementation hasg
conmmenced for all of these projects, with
modiftcations progressively made to acoommaodate
relevant cost savings. Once developed, these
communities will add an additional 331 units

I

with SunnyCove’s strategy to choose communities

under management. Fach de

-

opraent is in line

based in cities and large coastal towns where
market growth is anticipated to be the strongest
and provide the hest returns. These five projects
are the subject of an arrangement with Clarence
Property Corporation Limited, which will enalite
SunnyCove to seli these communities and lease
them back under a long-term arrangement.

The Sunoylove modsl

SunayCove has identified a significan
opporiunity in Australias changing demographic,
lifestyle and housing needs, particularly in relation
to its ageing population. Ag such, the Company
has evolved its business model to capture a
number of key segments it this growing market.

SunnyCove’s original business model
concentrated heavily on capiuring the atlordable
acceommaodation market. This segment includes
the lower budget, bed-sit accommodation
currently offered under the SunnyCove brand.
Rent is caleulated as a percentage of pension and
rent subsidy, and common community and meal
services are provided. 1n this segment, residents’
acconmmodation choices are limited due 1o

financial constraints.
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Following extensive market vesearch both tocally
and internagionally, SunnyCove has evolved its
made] ko capture hroader seginents of the rental
accormmodation market. As part of this evelurion,
SunmyCove has developed the “renter-by-choice”
product. Stgnificant investment was made during
the vear to conflrm the applicability of this
produact in the Australian markegplace.

Unlike iraditional bed-sit accommuodation, which
wag aimed at the single pension market, operated
by licensed managers, and financed through
charging a percentage of pension and rent substdy,

the “renter-by-choice” product:

«  provides a range of accommodation structures
still based on a percentage of the pension but
with a range of rariffs;

= appeals 1o a broader marker base, with

a lower age demographic;

« offers improved ‘service levels for residents
at communities doe to Company emplovees
working in specific oles rather than being

operated by licensed managers; and

< provides strong investment returns, with
an erphasis on future earnings from
managemeni rather than development profic.

Rey elements of the new product provide an
upside for both investors and residents alike.
Once developed, SunnyCoves “renter-hy-choice”
communities will:

« increase boton line profit from management
fees as w result of change i unit configuration
and taril mix:

«  be gituated in areas where people want to
ive - namely major cities or farge regional

coastal areas;

« occupy smalter footprints allowing
purchase of key strategie sites (Le. higher

density projects);
+ artract a broader market base;

«  provide a range of tariffs attracting a broad
cross section of the market from those that are
secking affordable accommaodation o

self-funded retirees:

« employ Cormpany managers with & suppoet
redief stafl management systena, avoiding
24-howr 7-day week operations with early
stadl burn-our;

< provide catering, memt planning
and stock purchasing from central head
office ensuring audit, cost control and quality
assurance for food service to residents; and

« use a Hexible user-pays food system.

otaff

During dhe financial year, substantial investment
was made in the area of staff training, with all
new managers emploved for the communities
that StnnyCove has acguired, together with

the raanagers from its existing communities,

completing an intensive training program.

This training tncluded: an introduction and
overview of the Company, property management
and related legisiation and paperwork;
familiarisation with the Accommaodation

and Accreditation Act 2002, marketing and
commmunication with residents; emergency
response and senior fivst aid rraining; food
hygiene practices, workplace health and safety
and chemical handhing, grounds maintenance and
caretaking, budger management; food ordering
and menu planning.

The head office management structure is based
on principles of collaborative management and
mutual responsibility. SunmyCove employees,
both site and head office staff, work as a cohesive
tean but within that, each rember is accountable
to the Company and to each other {or delivering
on different parts of the business and its strategy.
Principles, ethics and care of our residents are
very important to all team members.

Use of Prospectus Funds

Consistertt with the use of the $12 million capital
raising described in the Prospectus dated 18 May
2004, SunnyCove prior to balance date completed
the following: retived related party loans totalling
$73 million; repaid short term hunding from
500,000, repaid
bank overdrair facilities of $726 793 and creditors

Dynamic Capital Solutions of

of $160.253; and repurchased 410,537 shares



at $1.00 per share from lan Zande. Post balance
date, the remaining debts were paid to Dynamic
Capital Solutions and $730.000 was allocated

for payiment of prospectus costs. The balance of
funds have been kept readily convertible to allow
the Company to achieve its business objectives
and purchase the management rights of existing
Seniors’ Commurnities and provide equity for
developrment projects.

Cprerational Ctlook

SunnyCoves opportunities for geowth are directly

finked to Australiay ageing population. The
following statistics support the opportunities
identified by the Company:

+ s at January 2001, there were 2.4 million
Australizns aged 65 and over, representing
12.5% of the population;

+  this sector is expected to continue to grow
over the next 50 vears to reach six milkion
people, or 25% of the total popudation;

+  from 1999 10 2019, the number of people
aged berween 55 and 64 is expected to rise
by 715,

+  from 1999 10 2019, the number of people
aged 65 o 74 is expected o rise by 3%,

+  the government pension is by far the argest
source of incorme for people over the age of
63 and in retirerment. In the vear 2000, 79%
of these people received fnancial assistance
through an aged pension; and

+ 28% of Australians live in some form of rengal
accommodation of which there is an overall
marker shortage indicating potential for
significant growth.

SunnyCoves primary focus for the 2005 financial
vear will be o

«  grow organically through the acquisition,
development and operation of new

SunnyCove communities;

»  mequire existing management rights
and irmprove bottom Hne through
efficient operations;

licence development intellectual property
o development / bullding companies on
a design and construct basis to accelerate

development program;

initially focus on developing in the
Crueensland market, but continuing
o nurture past and existing business
relationships in southern states,

explore opportunities that are emerging
with changes in the legislative and

redu lat OFY €Ny TECRLETHI

purchase development sites in key

strategic locations;

explove enhancement of tervure of tenaney

1o residents; and

continue to build the branding of SunnyCove.

Q






broduction

This pelicy cutlines the main corporate
governance practices that are in place for

the Company and o which both the Board
collectively and the directors individually are
committed. SunnyCoves Corporate Governance
Charter was accepted by the Board on 15 May
2004 and has since been reviewed and updated
ter veflect histing on the ASK. In formulating and
adopting its corporate governance principles, the
directors have taken into account and adopted
ASX Corporate Governance Council best practice

recommendanions exc EpL where atherwise stated.

The conduct of the Board is also governed by the
Company’s Constitution and, to the extent that
the terms of the Constitution are inconsistent with

this document, the Constitution prevails.

Thie Rode of the Boawd

The Beard will, in carrying out its function

and exercising its powers, at all times fulfil

its overriding responsibility to act honestly,
conscientiousty and faily, in accordance with the
faw, in the interests of Shareholders, with a view
1o butlding sustainahle value for them, and those

of hoth emplovees of the Geoup and those the

Group has dealings with.

Function
The Boards broad function is o

£, chart strategy and set financial targets for
the Group;

2. monitor the implementation and execution
of strategy and performance apainst financial
rargets; and

3 appoint and oversee the performance of
exgeutive management, and generally to
take and fulfil an effective leadership roke
in refation to the Group.

FPowers

The Board has responsibility {or the matters
specified above and, in addition to those matters
reserved to it by law, reserves 1o itsell the
following matters and all power and awthoriry
in relation to those matters:

CORPORATE GOVERNANCE

L. composition of the Bosed sell inchuding
appeintment and retirement or removal
of directors,

2. oversight of the Group including its control
and accountability systems;

L

appuinting and removing where appropriate
fhe CEO:

4. rattiying the appointment and, where
appropriate, the removal of the CFO and
the secretary,

L

reviewing and overseeing the operation of
systemns of risk management and internal
compliance and control, codes of ethics and

conduct, and legal and regulatory comphiance;

6. monitoring serior managements performance
and implementation of strategy, and ensuring
appropriate resources are available,

=l

approving and monitoring the progress
of major capital expenditure, capital
marskgernent, and acquisitions and

divestitures:

8. approving and monitoring fnancial and
otier reporting;

9. performance of investment and treasury
tunctions;

L0 monitor industry developments relevant o
the Group and its business,

1. developing suitable key indicators of financial
performance for the Group and its business:

2. inpur into and fnal approval of management’s
development of corporate strategy and

petformance oljectives;

13, the overall corporate governance of the Group
inchuding the strategic direction, establishing
goals for management and monttoring the

achievernent of these goals; and

F4 oversight of Committees.

o assist in the execttion of its vesponsibilities,
the Board has the authority to establish
Committees (and delegate powers accordingly)



b consider such matters as it may consider
appropriate including, by way of example

only, audit masters, finance and business risks,
remuneration, and nominarions, and o establish
a framework {or the effective and efficient
management of the Company and the Group.

Cormposition
The composition of the Board is determined
according 1o the following principles:

i, the Board must comprise members with a
broad range of experience, expertise, skills and
contacts relevant o the Group and s business;

2. there must be at least four directors;

3. the number of divectors may be increased
where the Board considers that additional
expertise is reguired in specific arcas or when
an outstanding candidate is identified;

4. the Chairman must be a non-gxecutive

director who ts also independent; and

3. at least half of the Board raust be
non-executive directors at least two

of whom must alse be independent.

Indapendence
The Board has adopted the {oHowing definition
of an [ndependent Divector:

An Independent Director is a director who is
not a rmember of management (a non-executive
divector) and who:

1. is not a substantial shareholder of the
Corapany or an officer of, or otherwise
associated, directly or indirectly, with
a substantial shareholder of the Company;

2. has not, within the last three years, been
employed in an executive capacity by the
Corapany or another Growp member, or
Ieen a divector after ceasing to hold any such

€ ﬂ'}p‘(’j VITIORL,

3. is not a principal of a professional advisor
to the Company or another Group member,
or an employes materialiy associated with
the service provided, except in circumstances
where the adviser might be considered to be

independent notwithstanding their position
as a professtonal advisor due to the fact that
fees pavable by the Company to the advisors
firrn represent an nsigriiicant component of
s overall reverue;

4. is not a significant supplier or customer of
the Company or another Group member, or
an officer of or otherwise associated, directly
or ndirectly, with a significant supplier
Or customer

3. hasno significant contractual relationship
with the Company or another Group member
other than as a director:

6. is free from any interest and any business
or other relationship, which could, or could
reasonably be perceived to, materially interfere
with the directors ability to act in the best

interests of the Company; and

7. has not served on the Board for a period
which could, or could reasonably be perceived
1o, materially nterlere with the divector ability
toy act in the best interests of the Company.

The Board will regularly assess the independence
of each director in the light of the interests
disclosed by them, and each director will provide
the Board with all relevant mformation for this
purpase. The independence of the divectors will
be disclosed in the annual report. ‘Where the
independence of a director is lost, this will be
inmmediately disclosed to the market.

Performance Heview and Evaluation

¢ The performance of all other directors
is reviewed and assessed each vear by
the Chairman.

«  The performance of the Chairman is reviewed

and assessed each vear by the other directors.

«  The evaluation eriteria and process to be

fatlowed is the same in each case.

+  The Chairman determines the evaluation

criteriz and process.

«  Members of the Board whose performance
ts unsatisfactory are asked o retire.



Comrnittees

The Beard may establish Committees to assist

it in carrving out its function and for its effective
and efficient performance and will adopt a
charter for each Committee established dealing
with the scope of its responsibility and relevant
administrative and procedural arrangements.

The Coramittees established and subsisting ac
the date of this document are the following:

+ zudit and Risk Management Committee;
+  nominations Commiitee; and

«  remuneration Comrmittee.

Ethical Standerds and Values

All directors and officers and of the Company
st act with the utmost integrity and objectivizy
striving at all times to enhance the vepusation
and performance of the Company and the Group
and, where possible, to act in accordance with
the interests of Shareholders, stafl, clients and all
other stakeholders in the Company.

The directors raust comply with SunnyCove's
Code of Ethics in the exercise of their duties.

Dealkngs in Securities

The Constitution permits directors Lo acquire
Securities. Company policy prohibits any dealing
in, or procuring the dealing in Securities except
in accordance with the Code of Conduct for
Transaction in Securities.

Business Hisks

The Beard has the responsibiliey for the
maintenance of the strategy of the Company
which includes the identilication of significart
business risks. This responsibility is fulblled
by the Audit and Risk Management Committee
which reviews the major risks affecting each
business segment and develops strategies o
mitigate these visks and veports to the Board

following each meeting,

The Group Operating Policies and Procedures,
which are provided to all stafl and with which
they are required to comply, contains risk
management procedures thar abm 1o address
risk management issues including the risk that
professional indemmnity claims may be made
against the firm.

The CEO and CFO rmast each provide & statement
to the Board with any financial report to the eflect
that the Company’s risk management and internal
compliance and control systern is operating
ethcientdy and effectively in all marterial respects.
Gontinuous EHsolosure

The Board understands and respects that prompt
disclosure of price sensitive information is central
o the efficient operation of ASKs securities
market and has adopred comprehensive policies
covering dissemination of information to the
public and analvsts. The Chairperson, Managing
Diircctor, Company Secretary and Chief Financial
Officer wgether with the Communications
Manager have responsibility {for disclosure o

the ASX.

Corranunication With Shareholders

The Board aims to ensure that Shareholders are
informed of all major develomments affecting

the Groups state of affairs. Information is
communicated to Shareholders through the
distributions of financial reports, announcements
through ASX, sharcholder newsletters and
SunnyCove’s comprehensive website.

Board Domrnitiees

Audit Cormmitise

The role of the Committee is to advise on the
establishment and maintenance of a framewark
of internal control and appropriate ethical
standards for the maragernent of the Group.

It also mives the Board additional assurance
regarding the quality and reliability of Ainancial
information prepared For use by the Board in
determining policies oy for inclusion in the
financial report. The Committee has responsibilivy
for reviewing the risk management framework
and policies within the Company and monitoring
their implerentation.



The Committee has responsibility for the

fotlowing:

g

ensuring an appropriate Board and Cormittee
structure is in place so as tw facilitate a proper
review function by the Board;

monitoring the establishiment of an
appropriate internal control framework,
ncluding information systerns, and its

operaticm and (‘.{}I"lS'id(‘_’.i‘ii’tg 613}12151(‘.(;’.1”11(’.1’11’.3',_

monitoring corporate risk assessment and

corapliance with internal controls;

overseeing business continuity planning and

risk mitigation arrangements;

assessing the objectivity and performance
of the internal audit function and
considering enhancements;

reviewing reports on any material defaleations,

fravds and thefts from the Group,

reviewing reporss on the adequacy of

FSHUIANICE COVERR e

monitoring compliance with relevant
legisiative and regulatory requirements
{including continuous disclosure obligations)
and declarations by the Secretary in relation

to those requirements;

reviewing significant transactions which are
not 2 normal part of the Group’s business;

-reviewing the nomination, performance

and ndependence of the external auditors,
ncluding recommendations to the Board
for the appointment or removal of any
external auditor:

. Baising with the external auditors and

ensuring that the annual audit is conducted
i an effective manner that is consistent

with Comumittee mermbers’ information and
knowledge and is adequate for shareholder

needs:

L FeViewing Management processes supporting

external report in =

-reviewing hnancial statements and other

financial information distributed externally;

14, preparing and recommending for approval by
the Board the corporate governance statement
for inclusion in the annual report or any other

public docament;

13 reviewing external audit reports to ensure

>

that, where major deficiencies or breakdowns
in controls or procedures have been identihed,
appropriate and prompt remedial action is
taken hy management; and

16. reviewing and monitoring compliance with
the Code of Fthics.

Powers

The Committee has an advisory role, consistent
with its purpose of assisting the Board in relation
to the matters with which it is charged with
responsibility, and does not have any power

ko commmit the Board to any recommendation

or decision made by it except:

< Fov matters relating to the appointment,
oversight, remuneration and replacement
of the external auditors; and

+ where and 1o the extent thar {in other
respects) it has express delegated authority
from the Board.

The Committee has unrestricted access to
raanagement and to internal audit personnel

a8 well as to the external auditors as it may
consider appropriate for the proper performance
of its function.

Internal control Framework
The Company’s internal controd framework is

as follows.

Seeretary

The Secretary is accountable to the Board, through
the Chairman, on all corporate governance
matters and is responsible for monitoring that

the Charter is duly followed and for coordinating
the completion and despatch of Board and
Comnittee agenda and briefing materials as well
s draft minutes of meetings of the Board and al]
Comminizes for approval ar the next meeting.



Risk managernent

The Committee fulfils the responsibility for the
sdentification of significant business risks and
reviews the major risks alfecting each business
segrent and develops strategies to mitigate these
risks. It reports specifically to the Board following

cach meeting,

The Coramittee must approve any aciion plan
instigated. Corrective action is taken as soon
as practicable. Major business risks arise from
such matters as actions by competitors,
changes in government policy and use of

information systems.

Auditors

The external auditors are selected according to
criteria set by the Committee which nclude most
significantly:

L. the lack of any current or past connection or
association with the Company or with any
mermber of senlor management that could in
ary way lmpair, or be seent to carry with it any
risk of impairing, the independent external
view they ave required to take in relation o

the Company and the Group,

2. their general reputation for independence and
probity and professional standing within the

business commuity; and

L

their knowledge of the industry within which
the Company and the Group operate.

Audir stafl emploved by the external audit partner,

including the partner or other principal with
overall responsibility {or the engagement, are
required to be votated pertodically, and in any
event at intervals not exceeding five yvears, so

as o avold any risk of impairing the independent
external view that the external auditors are
reguired o take in relation 1o the Company and
the Group.

Financial Reporting

The Board approves an annual budget prepared
by management and reviewed and commented
on by the Committee. Actual resulss, including
batance sheet, profit and loss statement and cash
flow staterent, are reported on a monthly basis

against budget, and revised forecasts {or the vear

are prepared regularly The Group provides half-
vearly financial reporis.

Price sengirive information, and generally all
information reasonably required by an investor
o miake an informed assessment of

the Company and Groups activities and results,
must be reported o the ASX n accordance with
comtinueus disclosure reguirerments which are
considered as a standing agenda item at each
regular meeting of the Committee as well as of
the Board.

Quality and integrity of personnel

The Group's policies are detailed in the Group
Operating Policies and Procedures. Written
comfirmation of compliance with policies

is obtained from all stafl members. Formal
appraisals are conducted at least anrually for

all eraplovees.

Investment appraisal

The Group has clearly delined guidelines

for capital expenditure. These include annual
budgers, detatled appraisal, review procedures,
fevels of authority and due diligence requirerents
where businesses are being acquired or divested.

Operating unit conirols
Finarcial controls and procedures, including
information svstems controls are detailed in the

Group Operating Policies and Procedures.

Mernuneration Cormmitise

Purpese

The role of the Commitiee 15 to advise on
remuneration and issues relevant to remuneration
policies and practices including those for senior
management and non-executive directors.

Scope of responsibility

The Committee has responsibility for the

following:

L reviewing and evaluating marker practices and
grends in relation fo remuneration relevant to

the Group,

2. reviewing and making recommendations
tor the Board in relation to the Groups

rernLne ragion Prrac {lees;



3. oversceing the performance of the CEO and Scope of responsibility

CFO and other members of senior managersent  The Cormittee has responsibility for

and non-executive directars; and the following:

3. remuneration is in each case taken as i

mnciuding not only monetary paymernts
{salary and wages) but all other monerary
and non-monetary emolumenis and benefis.

Nominations Cormimitise
Purpose
The role of the Committes is to assist the Board

and make recommendations to i in relation w the 3

appaointment of new directors (both executive and
O and CFO and, 1o
the exttent delegated 1o it by the Board and other

non-executive) and of the C

members of senior management.

developing suitable criteriz and tdentifying
individuals (as regards experience, expertise,
skills, gualifications, contacts or other
qualities) for Board candidates;

establishing procedures, for recommendation
toy the Chairman, for the proper oversight of
the Board and management; and

ensuring that the performance of each
director, and of all members of senior
management, is reviewed and assessed each
year in accordance with procedures adopted
b the Board, bar does not have responsibility
for considering or advising on rermuneration
tssues which are reserved to the

Remuneration Committee.









SurnnyCove Mansgament Limited and Controlied Eobities

DIRECTORS REPORT

Your directors present their report on SunnyCove Management Limited and controlled entities for the vear ended 30 June 2004,

1. Frincipat Activities
The principal activities of the consolidated entity during the vear were:
»  Identifying and developing purpose-built seniors rental housing communities (Seniors Communities);
»  Selling ownership of individual strata-titled units within the Seniors Communities to fnvestors and owner-occupiers;
»  Letting units boughe by tnvestors to sendors who pay @ fortnightly rental equivalent o a percentage of the aged pension;
»  Managing the Senjors Communities under 25 year management and services agreements with the unit owners.

There was no significant change in the eperations of the business during the vear.

& Faview of Operalions gnd Fesulls
The net loss {or the conselidated entity for the year after providing for income o amounted to $1,364,992 (2003 $358 080).
The consolidated entity ended the vear with 162 units under management (2003:104).

During the year the Moravfield community was completed and hdly tenanted and the Maroochydore community was started,
completed and partially tenanted at vear-end.

£

Slemificant Changes in State of Affairs
Other than as disclosed above and the Share Restructure and Capital Raising by way of prospecius set out below, there were no
significant changes in the state of affairs of the consolidated entity during the financial vear.

A, Exviderds
No dividends have been patd during the year (2003 $nil). No dividends have been vrecornmended at the date of this report.

5 Capial Festruciurs and Share lssue
During the vear the following events ocewrved:
»  The original 32 ordinary shares on issue by the Company were split inte 166,623 shares each, resulting in a total of 3,332,000
ordinary shares;
+ A seleetive buy-back of 2,73

561 shares at .01 cent per shave leaving 2,596 43¢ ordinary shares issued,

» A selective buy-hack of 410,537 shares at $1.00 per share leaving 2,185 902 ordinary shaves issued;
»  Capital raisings via an information memorandum and a progpecrus resulting in issuing 1,700,000 and 10,300,000 ordinary
shares at $1.00 each respectively.

The balance of ordinary shares on issue ar 30 June 2004 is 14,185,902

8, Shere Uptions
7,706,400 options were 1ssued under the terms of the prospectus. These options expire on 31 May 2009 and are exercisable on
or after 31 May 2007 at $1.50 per share. No shares have been issued by virtue of the exercise of the options.
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7. Likely Davetopments and Bopected Fesulls
Likely developments in the operations of the consolidated entity arve to continue to expand the SunnyCove Seniors Communities

brand across Australiz and continue to develop and manage the Seniors Comunities in its own right.

The directors estimate that the consolidated entity will have at least 300 units under management by 30 June 20035, SunnyCove
Management Linalted continues its program to identify and acquire suitable management vights o existing Seniors Communities
as well as the acquisition of greenfleld sites to develop new Seniors Communiiies.

% Subseguent BEvents
SunnyCove Management Limited listed on the Australian Stock Exchange on 1 July 2004, Other than as disclosed in note 23 to
the financial report, no other matter or circumstance has arisen since the end of the vear that has significanily affected, or may
significantly affect, the consolidated entity's operations, the results of those operations or the consolidated entitys state of alfairs,
in subsequent hnancial vears.

& Eevircenmerdad Bagolation
The consolidated entitys operations are not subject to any particular or significant environmental regulation under a faw of the
Commonwealth or of a State or Territory

1 Inderenifyirg Officer or Auditor
During or since the end of the finaneial yvear the consolidated entity has not given any indermnity or entered into any agreement
to indemnify, or paid or agreed to pay insurance premtiurms on behall of any person who is or has been an officer or an auditor
of the Company.

11, EBdvectors and Meetings Attended
The names of all directors since the beginning of the vear together with the nmurmbers of meetings of the Company’s directors held
duringg the year, and the numbers of meetings attended by each divector are;

[}H‘acmm’ Me:elmgs :

A‘ii&nd@:d

Marix Roberts
Aadrew Kewmyp ap pmmed Lb/S/O‘?)
Craig Wallace (appolnted 13/3/09) - om0 T
John Shadlorth (appointed 15/3/04, r@sxgnﬁd 23/4/04)._:'__'_

Matthew Madsen (appointed 18/5/09)
lan Zande (resigned 15/3/04) . .0
John Limpus (resigned 15/3/09) "
Glen Tickle (resigned 15/3/04)

G A e e

The Company has established an Audit Committee, a Nominations Committee and a Remuneration Commitiee. There were no
committee meetings held prior to 30 June 2004, There hag been one Audic Committee meeting between balance date and the date

of this report.
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brforrnation on PHreotors
The details of each divectors qualifications, experience and special responsibilities for those in office during the year are:

Mark Hoberts - Managing Director

Mark Roberts has more than 20 years experience in sentor management, primarily with his own property development and property
management company, the Maja Group, which independently developed and evolved the concepts and derail for the SunnyCove
Management Linaited senior vental-housing product.

Mark was born and educated in Melbourne and to pursue Tis business career moved to Queensland in 1977, Prior to his direct
involveraent in property development and property management, Mark gained his experience managing large and small projects in
a wide variety of industries including driver education, event and sports management, resort and fourism, ranging in locations from

Australia and overseas including France and New Zealand.

Mark has become widely respected {or his ability to reposition real estate assets through creative marketing, sound ranagement and
cost controls. This ability has seen his mvobrement and divecting of property projects vanging from green-street housing, managed
resorts and themed raaster planned projects.

Fhrourgh his family entity, Mark has owned and managed residential management vights and holds a corporate real estate licence.

In recent vears as the rental model for senior housing evolved, he lounded SunnyCove Management Limited with a single primary
strategy to add value to the existing industry product which has resudted in winning rwo well vespected state awards from the Urban
Development Tnstitute of Avstralia.

Marlk is primarily responsible for the strategic planning and execution of the StmnyCove Managerent Limited business model.

Andrew Kermp — Director {Chairman) — appointed 15/3/04
Andrew Kemp is an executive director of Fluntington Group Pry Lid, a Brishane based corporate advisory and investment banking
firm, specialising ins capital raisings, and company acquisitions and divestments.

Andrew graduated in Commmerce from the University of Melbowrne and is a chartered accountant. After working for KPMG and
Littlewoods Chartered Accountants in Melbowrne and Svdney, Andrew joined AIFC, the merchant banking affiliate of the ANZ
Banking Group, in Sydney in 1978, From 1979 until 1985, Andrew was Queenstand Manager of AIFC. He joined the North

Queensland based Coutts Group as general manager early in 1983, and continued with this group until January 1987 when he

formed Huntingron Group.

Since 1980, Andrew has been involved in a range of listings, acquisitions and divestments which have equipped him with the
skills necessary to assist a company such as SunnyCove Management Limited. He hag structured and implemented the ASX listing
of ten companies.

Andrew was a Director of PrimeLife Corporation, one of Australia’s largest for-profit aged care providers, from August 1988 to
December 2003

Craig Wallace — Director — appointed 15/3/04
Formerly a director of KPMG Corporate Tinance and now principal of The Alternative Advisory Firm, Craig has over 23 vears
experience in fnvestment banking and corporate advice, dealing with transactions involving property, construction, tourism and

aceommodation as well as other industries.

His major {ocus in these transactions has been corporate strategy and Anance. His expertise involves corporate restructures,
divestrnents, acquisitions and fnancing with the objective of improving returns on assets. He has specific experience in the aged
care indusery, having previously provided advice to other major participants.
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1E formation on Bireciors {eontinued)

Matthew Madssn - Direcior — appointed 18/5/04

Matthew holds a Diploma in Financial Markets from the Securities Institute of Australia of which he is an affliate member
and has undertaken other studies focused om property investment and finance and shopping centre management. Matthew
has worked in the property sector for 10 vears predominantly in funds management. His principal areas of expertise include
property analysis and acquisitions, funds management and property inance.

Matthew has previously held senior executive and directors roles within various property funds management organisations
where he has been responsible for property accuuisition and the funds management associated with over 3200 million in assets.
in these roles he has had responsibitity for various property developments and refurbishments that have been undertaken on
properties forming part of those portfolios.

Johr Shadforth — Dirgctor - appoirted 15/3/04, rasigned 23/4/04

John has been successfully developing real property for 38 vears. He began his career after studying Agriculiure and Farm Land
Development at Gatton Agricaliural Coltege. After leaving North Queensland in 1973, John moved into tourism and then into
the property development industry

He has been tnvolved in all stages of project developraent, from property selection and acquisition, throtgh to obtaining
development approval and finance, and ultimately the developmen:, marketing and sale of properties. The projects with which
he has been involved have varted from ocean and riverfeont luxury units 1o broadacre rural and residential tand development.
Shadferth Dickson projects have been successfid over the years due mainly 1o thorough research, artractive acquisiticn costs,

appropriate levels of equity and conservative financial management.

ian Zande — Director — resignsd 15/3/04

fan has been self employed as a registered Tuilder since 1977, He has developed his own commercial sites and has since the
mid 1990% undertaken substantial owner oceupied unit developments in South Fast Queensland. lank development experience
and understanding of building svstems and quality control is an invaluable asset in the planning and development

of SunnyCove Management Limited projecss.

John Limipus - Director — resignad 15/3/04

John is a graduate of Gatton Agricddrural College and was extensively involved as a researcher and advisor in the beel Industry
over a pertod of 12 vears. In 1981, Johns rural experience prompted his divection into land sobdivisions throughout the
northern corner of South East Gueensland. John has been involved m numerous successful individual and joimt venture
developments in the tourism, accommodation and agricultiral industries with the key focus being the development of a joint

venture retivement community with fellow Director, Glen Tickle.

(Glen Tickle - Director — resigned 15/3/04

Glen is a seasoned property developer and investor. Glen spent the first 13 vears of his career as a pastoralist in western
Gueensland belove developing and operating his own successiul rural retail business. Glen’s involvernent in the accommodation
industry commenced in 1978 with the purchase of a tourism park. Since 1996, Glen inn a joint venture with fellow SunnyCove
Managerment Limited Director, John Limpas, has jointly concentrated on the concept, planning and development of a 210
hoime retirement community benchmark known ag Edgewster Village on the Sunshine Coast.
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13, tberests of directors
At the date of this report the following interests were held by directors who are holding ofhce;
S Options in SunayCove Mansgement
Limited cxe:acwai;ie at $1.30 per share ™

Andrew Kemp ..

Mark Roberts ..

' 181 330

'L'i_at_'.t_'l_x_é:‘;v. Magdsen .'

C‘[ajg Wallace e L , ’ 5 D, 000

Td. Emoluments of directors and senior executives
Emoluments of non-execttive directors comprise fees determined having regard to industry practice and the need to obeain
appropriately qualified independent persons.

Emoluments of executive divectors and other senior exectttives are determined by the Beard. [n this respect, consideration ig
given o normal commercial rates of remuneration for similar levels of responsibility. Emoluments comprise salaries, bonuses,
contributions to superannuation funds, options and shares. The value attributed 1o the options is the ASX traded market value
on 1 July 2004, namely 10.5 cents per share.

Parent & consolidated entity:
Emoluments
Directoy Mature Amount
%
Andrew Kemp Fees 6,000
'\aluc‘ of options issued _ o 12,600
............................................................... 18 600

Mark Roberts Salary 36,346

Superannuation 3,271

¥ alui‘ of opiivns issued _ 32,500

Craig Wallace Fees 3,750

Magthew Madsen Fees 3,750

Jehin Shadforth Feeg 23]
Value of options issued 2,100
lan Zande Fees i
Value of options issued il
John Limpus Fees N
Value of options issued il
Glen Tickle Fees NiJ
Value of options issued il

It
id
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. Emohisnents of directors and senior executives (Continued)
Five most highly remunerated officers:
Parent & consolidated entity:
Emoluments
Executive officers Matare Amount
Mary Mickan Salary 31,153
{appointed 12/1/04] Superannuation 2,803

Value of options issued 3,250

Grant Vayro Salary 21,635
{appointed 15/3/04] Superannation Lo47

S 23,582

Geolf Lutle Fees
{appointed 3/1/04)
" 44 080

Garry Myrile Safary 34,725
Bonus 784
Superannuation 4,188

39,697

John Chaprran Safary 45,000
Bonuses 27 43G9
Superannuation 4,050
Value of opticns issued 2,625

7¢.114

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

L2

Director

Dated this 24th day of Septeraber, 2004
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DIRECTORS DECLARATION

in the directors” opinicn

&) the accompanying inancial statements and notes are in accordance with the Corporations Act 2001, comply with
Accounting Standards and give a true and fair view of the Company’ and consolidated entity’s financial position
as at 30 June 2004 and of their performance for the financial vear ended on thart date; and

bl there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become

due and payabie.

This declaration is made in accordance with a resoiution of the divectors.

DHrector

Dated this 24th day of Septeraber, 2004

I
B
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STATEMENTS OF FINANCIAL PERFORMANCE

FORTHE YEAR ENDED 30 JUNE 2004

Revenues from ordinary activities
Sale of goods
Oiher

Total revenues from ordinary activities

Expenses from ordinary activities
Cost of goods sold

Emplovee expenses

Development expenses

Community operaling expenses
Borrowing costs

Selling expenses

Marketing expenses

Consuliancy expenses

Other expenses

Total expenses from ordinary activities

6,272,285
432,130
2 6,704 418

3921763
337,602
0,161
276,261
168,214
257075
133,178
335885
420,271
§,.060.410

Loss from erdinary activities before income

[ax expense

[neosme tax ex pense

(1,364,092)

3816231
34,061
3,853,202

3216425
274,854
8,614
13,714
53,781
26,572
244,835
12,791
350,786
4211372

{338,080

_ Parent Entity
30 June ;

6,272 2588
431,948

6,704,236

3821763
537 602
18,161
276,261
168,204

335,883
246,619
7,886,748

{1,182.512)

f39§ﬁﬂﬁz

3819231
34,061
3853292

3216425
274 854

8614

13,714

53,781

26,572

744 835
12,791
359,786

""""" 4211372

{338,080

Loss from ordinary activities after income tax

expense

Netloss

Total revenues, expenses & valuation .
adjusiments auributable to members of -
the parent entity and recognised directly in

equity "

Total changes in equity other than those = .

OWnRers

Bagic Earnings per share (cenis per share)

(1,364992)

{338,080

{1,182 512}

(338,080

26 {40 .&3cems)

Diluted Farnings per share {cents per share) 26 {40.63cents)

16 (2,112.075)

L 1{1(31) - (13(34992)

(358,080) °.

(338,080

The statements of financial performance should be read in conjunction with the accompanying notes.

s

(1,020 ,595)

- (358,080)

(358,080



Current Assefs
Cash assets
Receivables
[oventories
(Other

Total Current Assets

Non-{urrent Assets
Receivables

[nventories

Propery, plant and equipment

Crher Iinancial assets

Intangible assets

Foral Assets

Currvent Liabilities
Payables

Interest bearing Liabilities
Provisions

Total Current Liabilities

Mon-Carrent Liabilities
Interest bearing Liabilities
Other

&
o

Sunnylove Management Limited and Cordrolied Entities

STATEMENTS OF FINANCIAL POSITION

AS AT 30 JUNE 2004

6,355,205
4,402,852
2,794.815
821,833
13.663705

367 448
804,065

231,846

603359 -

15,269,064

1,846,104
4,398,481

36,372
6380957

Toral Non-Current }__iﬁbﬂmgs .
Total Liabilities . "L
Net Assers / {Liabilites

Eepity
Contributed equity

Retained losses

‘Fotal Equity

6380957

8,888,107

10,842,139
{1,954,032)
8,888,107

. ansﬁﬁe_ﬂat?d__ L

732,167
2,658,423
3,954,201

4,330

1,496,179

7TH.308
4,611,302
$4355
3,398,265

482,000

2,204.922 |
2686922
8,085,187
(580.008)

32
{389.040)

{589,008)

The statements of inancial pesition should be read i conjuncrion with the accompanying notes,

7340321

":.'.'.'-:...'146,858

30 une

6,375,072
4,402,852
1,071,654

82,833

11,933,311

1,102 804
81,296
504,065
41
231846

4,153,363

1,046 104
3100300

36,372
5082776

9,070,387

10,842,139
(1,771,332)
9,070,387

12220052

5082 776

Parent Entity

732,167
2,658.423
3954201

4,330
7549321

146,858
1

.. 146,859

7,496,180

778,309
4,611,502
8,435
5,398 266

452,000
2204922

T2 686,022 .
. B085,188.
(380 008)

32
(589,040

(589,008

]
~
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STATEMENTS OF CASH FLOWS

FORTHE YEAR ENDED 30 JUNE 2004

Conselidated

BRSNS %

Cash Flows from Operating Activities
Receipts from customers 6,731,599
Payiments to suppliers and emplovees (7,507,713}

Interest received 15,151

Borrowing costs o (189,251}

activitles 180

Cash Flows from Investing Activities

Payments for property, plant and equipment (237,232}
Payments for intangible assets (23,5818}
[nvestment in Subsidiaries -

Costs associated with management rigits

acquisitions (83,885

Net cash How used in investing activities (344,935}

Cash Flows from Financing Activities

Proceeds from boveowings 6,374 029
Repayments of borrowings {9.711,041)
Loxans to Subsidiaries -
Proceeds from share issue 10,958 500

Payments for share buy-back ($10,537}

Paymens for share issue Costs o _ ) (63,662
L 7148,180
Net increase/(decrease) in cash held - S 853.038

Net cash flow from fnancing activides -~

Cash a1 beginning of financial year S 532,167

Cash &t end of financial vear .1.8('&) 6,385,205 .

2004

1,314.357
{6,327 083)

(8,003)

3,948,302

532167

The statements of cash flows should be read in conjunction with the accompanying notes.

[
foa)
(s

-Eé}jxme: S

(196.800)

(5400 526)

50487302

Parent Entity

6,731,599 1,314,357
(5.522,148) (6,527,083)
14,069

o (189.241) (196,800)

1,033,179 {5,409,520)
(237,232) (0,0935)

{23 818) -
(41 -

{(#,885) -

(344.976) (9,095)

5,274,029 5,048,302
(9,711,041 -
(894.587) :
10,958,500 -
(410,537 :
©3662) -
5,843,805
e Tis32,167
_________ s




SunnyGove Management Limited and Controlied Entities

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 30 JUNE 2004

Summary of Accounting Policies

This general purpose financial report has been prepared in accordance with Accounting Standards, other authoritative

pronouncements of the Australian Accounting Standards Board, Urgent Issues Growp Consensus Views and the Corporations
Act 2001,

It is prepared on an aceruals basis and is based on historical costs and does not take into account changing raoney values,

or, except where stated, current valuations of non-ctarrent assets. The accounting policies have been consistently applied,

unless otherwise stated.

The following material accounting policies have been adopted in the preparation of this financial report:

a)

d)

Principies of consolidation

The consclidated financial statements incorporate the assets and liabilities of all entities controlled by SunnyCove
Management Limited as ar 30 June 2004 and the resudis of all conteolled entities for the vear then ended. SunnvCove
Management Einited and its controlled entities together are referred to in this financial report as the consolidated entity

The effects of all ransactions berween entities iy the consolidated entity are eliminated i full.

Havenua recognition

Management {ees and catering revenue

The consolidated entity is entitled to receive a fee from unit owners for managing the units under a management services
agreement. The consolidated entity also vreceives a fee from the tenants of the units for the proviston of catering services.
Revenue s recognised when the services are provided.

Sale of Goods (Units)
Re
View Abstract 53 Pre-Completion Contracts for the Sale of Residential Development Properties’ by application of the percentage

venue for the sale of units which are under construction is recognised in accordance with Urgent Issues Group Consensus

of completion method for that part of the development project for which unconditional sales contracts have been exchanged
where the projects’ outcome can be reliably estimated. No emerging profit s recognised where the outeome cannot be
reliably estimated.

Rental Income
Rental income is beought 1o account on an accruals basis in accordance with the terms of the underlving agreement.

Incorme tax

Tax effect accounting procedures are {ollowed wherehy the income tax expense in the stateraents of financial performance
is matched with the accounting profit after allowing for permanent differences. The future income tax benefit relating o tax
losses is not carried [orward as an asset unless the benefit is virtually certain of realisation. Income tax on cumulative timing
differences is set aside 1o the deferred income tax or huture income tax beneht accounts at the rates which are expected 1@
apply when those fiming differences reverse.

Cash

For the purpose of the statements of cash Hows, cash includes cash at bank and on hand as well as highly Heuid investments
with short periods to marurity which are readily convertible to cash on hand and are subject to an insignificant visk of changes
in value, net of ousstanding bank overdralts (refer Note 18()).

I
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NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 30 JUNE 2004

SunmeCove Managenent Limited and Sordrod

1. Bummmary of Accounting Policias {Continued)
gl  Hacevables
Pre-completion development contract debtors are recognised in accordance with Urgent 1ssues Group Consensus View
Abstract 33 Pre-Completion Contracts for the Sale of Restdential Development Properties’ by application of the percentage
of completion method for that part of the developrent project for which unconditional sales contracts have been exchanged
where the projects’ outcome can be reliably estimated. Moravhield and Maroochydore projects were 100% complete at
30 Jure 2003 and 30 June 2004 respectively, and accordingly these debtors are classified as rrade debrors.

Trade debtors are recognised ar the amounis due and collectable i thme frame set out in the sales coneract.
rther receivables ave recognised at the amount due and are also generally due within 30 days.

Recoverability is reviewed on an ongoing basis. Debts which are known to be uncollectible are written off. A provision
for doubtiul debts is vaised when signiheant doubt as to collection exists.

fi - Other financial assets (Non-current)
The pavent entitys interests in controfled entities are brought to gceount at cost and dividends are recognised in the statements
of financial performance when received or receivable.

g Depreciation
Depreciation is calculated on the straight line {SL) or diminishing vatue (DV) basis so as to write off the net cost of each iterm
of property, plant and equipment over its expected usely life wo the consolidated entity, The depreciation rates used {or each
class of depreciable asset are:

(ﬁﬁ-ﬁﬁ'“. . e R:?Eifc

2.5%,

Method

Plant and equipment . L SUDV.

Manager uniis -

Leasehold improvements 20%

by Acguisition of asests
The purchase method of accounting is used for all acquisitions of assets regardless of whether equity instruments or other
assets ave acquired. Cost is measured as the fair value of the assets given up, shares issued or labilities undertaken ar the date of
acquisition plus incidental costs directly artributable o the acquisition. Where equity instruments are issued in an acquisition,
the value of the instruments s their marker price as at the acquisition date. Transaction costs arising on the issue
of equity instruments are recognised divectly in equity.

i Recoverable amount of non-current assets
The recoverable amount of an asset is the net amount expected 1o be recovered throwgh the net cash inflows arising from
its continued use and subsequent disposal. When the carrving amount of a non-current asset is greater than its recoverable
amo, the asset is written down to its recoverable amoun:. The expected net cash inflows included in determining

recoverable amounts of non-current assets have not been discounted o their present values.

B inventories
Inventories comprise developraent projects (Seniors” Commmunities) and catering stock.

i. Bevelopment Projecis — Work in Progress
Development projects under construction are valued at cost. Costs include the costs of acquisition, development,
boreowing costs (until the project is completed) and other directly attributalde cost including professional, project
manzgerent and other velated costs. Projects are reviewed to ensure that any {oreseeable losses are browght

{0 acCOu.
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NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 30 JUNE 2004

1o Buerwnary of Accounting Policies (Continusd)

i

ii. DBevelopment Projects - Completed Stock
Development projects that are completed are valued at the lower of cost and net realisable value. Costs include
the costs of acquisition, development, borrowing costs (until the profect is completed) and other directly attributable

cost including professional, project management and other related costs.

iii. Catering Stock
Catering stock 15 vajued at the lower of cost and net realisable value.

intangib
Plans and rade marks are amortised using the straighe line method over five vears being the estimated period of time dwring

28

which benefits will be derived from their use in operations. Management vights and letting rights ave carvied at the lower
of cost or recoverable amount. The management rights and letting rights ave amortised using the straight line method over
40 vears being the estimated period of time during which benehis will be derived from their use in operations.

Payables
These amounts represent Habilities {or goods and services provided to the comsolidated entity prior to the end of the fnancial
vear and which are unpaid. The amounts are unsecured and are generally settled within 30-60 days.

interest bearing liabilites
The consolidated entity’s interest bearing liabilities are carried in the statements of nancial position at principal amount.
Interest is accrued over the period it becomes due and is recognised in payables or interest bearing Habilities as appropriate.

Ernployee benefits

i. Wages and Salaries and Annual Leave
Liabilities for wages and salaries and annual leave are recognised, and are measured as the amounts expected
to be paid when the liabilities ave settled. Sick leave is non vesting and is expensed as paid.

il. Leng Service Leave
A tability {or long service teave expected to be settled within 12 months of the reporting date is recognised and
is measured in accordance with the above. The liability for long service leave expected to be settled more than
12 months from the reporting date is recognised and measured as the present value of expected future payments
o be made in respect of services provided by emplovees up 1o the reporting date. Constderation is given o expected
future wage and salary levels, experience of emplovee departures and periods of service. Expected future payiments are
discounted using market vields as at the reporting date on national government bonds with the terms to maturity that
match, as closely ag possible, the estimated future cash outilows.

iii. Superannuation
Contributions are made by the consolidated entity to accumulation superannuation funds. Contributions are charged

{0 EXPHENSES 45 [Elf’.}-" are incurred.

ed
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NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 30 JUNE 2004

1. Bummary of Accounting Policies {Sontinued
o) Borrowing cosis
Borrowing costs incurred whilst Sentors Communities are under construction ave capitalised in the period in which they
are incwored. Once cach projecy is completed and ready for sale, subsequent horrowing costs are expensed when incureed.
Borrowing costs include interest on short-terms and long-term borrowings, amortisation of discounts or premiums relating

1o borrowings, amortisation of ancilary costs i connection with the arrangement of borrowings and Bnance lease charges.

n) Goods and services tax
Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except:
= where the amount of GST incuwrred is not recoverabie from the taxation aothority, it is recognised as part of the
cost of acquisition of an asset or as pat of an item of expense; or

o for payables which are recognised inclusive of GST

The net amount of GST recoverable from, or payable to, the raxation authority is included as part of receivables or payables.

al Comparatives
Where necessary, comparative figures have been adjusted to conform with changes in presentation in the current vear.

11 General
This financial report covers both SunnyCove Managerent Limited as an individual entity (parent entiey] and the consolidated
entity consisting of SunnyCove Management Linsited and its controfled entities. SunnyCove Management Limited is the
ultirnate parent entity

SunnyCove Management Limited s a public company limited by shares (formerly a proprietary company wntil 3 March 2004,
incorporated and domiciled in Ausralia. Tts registered office and principal place of business is 6 Pikki Street, Maroochydore
Old 4558,

The principal activities of the consolidated entity during the vear were:

»  Identifying and developing purpose-huailt seniors rental housing communities (Seniors Communities);

» Selling ownership of individual strata-titled units within the Seniors Communities to investors and owner-ceoupiers;

» Lesting units bought by Investors to seniors whe pay & formightly rental equivalent to a percentage of the aged pension;

= Managing the Senjors Communities under 23 vear management and services agreements with the unit owners.

L
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SunnyGove Management Limited and Controlied Entities

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 30 JUNE 2004

_C_ﬁnsm_ii_égtgd _ . Parent Entity _
30 June . 30 Jume 130 30 June -

Jane -

Fevanus

Operating revanue

Sale of goods 6,272 288 3819231 6,272 288 3819231

Rent 56,736 24,136 56,736 24,136

Management 62716 - 62716 -

Catering 198,288 5,112 198,288 5,112

Other 92,732 3,549 92,732 3,540
6,682 760 3852028 6,682 760 3852028

Non-Oparating revanue
Interest from other than related parties 15,151 - 14,969 -
(ther 6,507 1,264 6,507 1,264

7 Toul revenue 6,704 418 3,853,292 6,704,236 3853202

Prrodit Frogn Dhridioary Activitieg

Profit from ordinary activities before income tax

expense inchudes the following specific tems:

Write off inventory 182,652 - - -
Interest expense

~ director related entities 16,085 - 16,085 -
~ other 152,129 - 132,119 -

Amortisation
- management rights 1,604 - 1,604 -

- feasehold tmprovements 3800 - 3800

Depreciation
- plant and equipment 2H.641 2,207 2H.641 2,297
~ HEANAZET Ults 3401 - 370 3401 SYIth

incorme Tax

Loss from ovdinary activities before income tax
CXPENSe (1,364 902

(358.080) (1,182,512) {338,080
(1

Income tax caloulated at 30% {400 468) 107 424) {354.734) {107.424)
Tax effect on permanent differences:

- Amortisation of management rights 481 - 481 -
- Capital raising costs {45.621) - (43,6210 -
- Amortisation of leasehold improvements 1,140 - 1,140 -
~ Amortisation of other intangibles T3 - 713 -
Fugure income tax henefis not recogrised 452,785 107,424 398,091 107,42‘}

Income 1ax expense - - - -

L
ied



SunmvCove Managerment Limited and Condrolled Entilies

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 30 JUNE 2004

4, oo Tax [Continaed
{,Onf:sﬂild&iﬂd _  Parent Lmny

_ 30§u11e T '30jum‘: 30}1111@:

20040 2003
.................. § &Q
Income tax losses
Fugure income tax benehit arising from tax losses
and thning differences of the consolidated entity are
not recognised at reporting date and are comprised
of the following:
Benefit arising from Tax Losses 711853 355 (94 5073 747 335004

Offser by net deferred ax liabilities as a resuly
of timing differences between accounting and

_mmi:h ncome o _(_71,940) (147.904)

1“(:‘.;_:lorimgj dai.e (?39,91 3 187,130
This future income tax benefit will only be obtained i
fa)  furure assessable income is derived of a navure and of an amount sufficient 1o enable the benefit to be realised;
(k) the conditions for deductibility imposed by tax legislation continue to be complied with; and
(c)  nochanges in tax legislation adversel v a ffect the consolidated entity in realising the benefit.
SunnyCove Management Limited and its contrelled entities have not vet made any election to implement the tax consolidation
legislation as at the date of this report. The tmpact on the income tax expense and resulis of SunnyCove Management Limited is
unlikely to be material because it is likely that a tax sharing arrangement will be put in place. This is not expected to have a material

inapact on the consolidated assets and liabilities and results.

The balance of the franking account at 30 June 2004 ts § nil (30 June 20073 nil).

%, Hecstvabies

Currant

Trade debrors 3280 744 2.638.423 3250744 2,638 423

Other debtors B 12108 - 1122108 B -
rii)lal T e el T e 4—}402}852 .- ........ 23658’42‘3 4‘402,852 23658’423 :

MNon-current

Amotunts owing by controlled entities - - 1,102,804 -
o TR [ERRTEEEERERT S romsos T :

Included in trade debtors are aggregate amounts
receivabie from & divector related entity [35.000 - [35.000 -

Included in other debtors is an amoont receivable
feoan an entity assoctated with Mark Roberts, being
the deferred payment for fully patd ordinary shares
in SunnyCove Management Limited as degailed in
the prospectus. The terms of this agreement are for
the paviment of $430,000 in Septeraber 2004 and the
rernaining $450,000 to be paid in March 2003, S00,000 - S00,000 -




SunrvGove Management Limited and Condrolied Ertitles

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 30 [UNE 2004

Comsoliduted  ParemtEnuty
3{3 Fune o1 ' '-"3-_3_0jun¢__ T30 June.

Irveniovies

Currant

Development Projects — at cost
- Cost of acquisition 1,040 648 Q03,785 Q37 QO3 785
- Development costs 610,110 2982 268 126 497 2082 268
" ;\‘{‘;‘:;:::;?““ capitalised during 212,666 63,194 4,449 63,194

Towal Development Projects — at cost 1,863,424 3,949,247 140,263 3,949,247

Development Projects — at net realisable value

- Cost of acquisition 132,044 - 152,044 -
- Development costs 738 850 - 738850 -
- g:z;:;:: i;‘:}sts capitalised during 33,304 ) 33,364 )
g4 87 L a8y e L

. Total Development Projects — at net realisable value ~ S
3940247 U U1L064,550 3,949,247

o ri(}{,a}_ De\raigpmem; Pr(}‘;(f(ts N 2,787,7£ _i

Catering inventory 7,104 4,954 7,104 4,954

" Total Current Inventary 2,794 815 3,954,201 1,071,654 3054201
MNon-current
Developrment Projects
- Cost of acquisition 28,000 - 5,000 -
- Development costs 530 448 - 76,296 -
- Borrowing costs capitalised during
development
foual Development Projects/Inventory :567,448 ..................... S 81208 -
At balance date there were 11 (2003: 86) units of inventory complete.

Othser Currant Assats

Deposits on property, plant & equipment 49,370 - 49,370 -
Electricity bonds 8462 4,330 8462 4,330
Prepavments 25,001 - 25,001 -

ol §2,83% 4,530 §2,83% 4530

L
W



SunmvCove Management Limited and Controlled Entities

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 30 JUNE 2004

8, Other Financial Sssets

vestrnents in Controlled Entities
Country of

Formation or Eqguity Holding
Incorporation (m*dinary shans)

SunnyCove Forest Lake Pry Limited Australia 106

SunnyCove Management Lirited atf Cairns

Unit Trust {acquired 18 December 2003) Australia 106
SunnyCove Managerment Lirnited atf

Gladstone Unit Trust {acquired 28

May 2004) Australia 100
SunnyCove Management Lirnited atf

Rockharapron Uni Trust Goquired

23 Decemnber 2003) Australia 100
SunnyCove Management Limited atf

Townsville Unit Trast (acquired 21

Apni 2004] Australia 100

9, Froperty, Plant and BEguiprsent

Manager's units —at cost 560,000 136,263
Accurulated depreciation _ (3,308} {570)

"""""""""""""""""" 5643592 135‘()(-)3

Leaschold Improverments —at cost 26,978 -
Auumulmc‘ d amortisagion (3,800) -

53,178 T E

Plant and equipmert — at cost 217 437 13,004
Auumulatad depreciation (31,142 {3.020)

ol 804,065 146,858

36 }amé

""'-:"._':30 June o

Cost of Parent Entity's
Investiment

. 30 }azm, ';

16

10

10

153

Pm e;:m Emny

569 000
{3,308
564 592
S8 078

(3.800)
arre

217 437
(31,142

30 June

2003

H 30jnn£u

136,263
(570

135,603

15094
(3,929
11,165

804,065

146,858



Froperhy, Plant and Eoguiprrent Dortingedd
Movernents during the year

L Comsalidated -

Opening written down valae
Transter between asser classes
Additions at cost

Transters from mventories
Depreciation/Amoriisation expense

Closing written down vabue

SunrvGove Managemernt Limited and Condrolied Entitfes

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 30 JUNE 2004

{Inits

133,693

{1,420}

170,001

263,728

{3,401}

U864 502

The parent entity has the same assets as the consolidated entity

i Intangible Asdsets

11,

Intellectual property — at cost

Management vights — at cost

Less accumulated amortisation

Plans and trademarks — at cost

Less acoumulated amortisation

Total

Icluded above are aggregate amounts payable o
director related entities

11,165

1,420

130,881

71,461

(28,641)

(:_Gn&@;id&l’ﬂii_

110,000
{1,604)

108,396

23818
(2,375

21443

102,006

231,846

1,946,104
1,946,104

120311

778,308

778,308

18,039

...................................... Managers - Plant & - Leasehold .
Egquipment '

Tmproverments

- 146,558

36,0978 357,860
- 335,189

3,800} (35,842)

Parent Entity

110,000 -

23,818 -
{2,375

102,006 -

1,946,104 778,309

1,946,104 778,309

120311 18,039

53,178 804,065

%9 Jume . 30 June .

(1,604) -

21443 Tl

231,846 -

el
—



SunmvCove Management Limited and Controlled Entities

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 30 JUNE 2004

~ Cons i}iid_ﬁiﬁd . - Parent Entity
30Jume 30 June 7 30 June 30 June |
.............................................. 2004, -
.................................................................... E
1R nterest Bearing Liahiies
Current
Secured
Loans — DCS (director related entiry) [,208.181 - - -
Commercial Advance 2 567 883 - 2567 883 -
Commercial Bitl - 4,411,302 - 4411502
Bank overdrafe - 200,000 - 200,000
Unsecured
Loans ~ DCS (director velated entieyy 532417 - 532417 _ -
Copgal L 4308481 o ssi1sor 3100300 4.611.502
Nean-eurent
Unsecured
Loans - director related entities - 482,000 - 482,000
ol R e 482,(}{}0 . S .482,000

Terms and Conditions

Loans — Dynamic Capital Seiutions Limited {director related entity}

As at 30 June 2004, four loans had been provided by Dynamic Capital Solutions Limited (DCS). The first loan of $400,000 was
provided o fund working capital in relation to the settlement and sales of the Maroochydore Sentors Community, The second loan
of $1,100,000 was provided to fund the purchase of the land for the Forest Lake Seniors Community. The third and {ourth loans
of $250,000 and $300,000 respectively were provided to assist in funding construction of the Maroochydore Seniors Community.
All of the loans were sourced prior to DCS becoming a director velated entity

Prior to 30 fune 2004, $250,000 of the $400,000 loan had been repaid, and $250,000 of the $300,000 loan had been repaid,
thereby reducing the facility by the same amount.

The first, third and fourth loans were secured by unlimited personal guarantees from each of the four founding divectors of
SunnyCove Manzgement Limited, namely Mark Roberes, Glen Tickle, Tan Zande and john Linrpus.

The second loan was seaured by
¢ amortgage over the Forest Lake site; and
¢ unlimited personal guarantees from each of the four founding directors of SunnyCove Management Limited.

The toans from DCS had matarity dates equivalent to the sales settlement dates of the properties to which the respective loans
apphied. The first loan was subject to fixed simple interest of 25% and the second loan was subject to fixed simple interest of 24%.
From 1 June 2004 the tnterest rate on the first loan was reduced to 12%. The third and fourth loans were subject to fixed simple
interest vates of 8% and 10% respectively Interest on the loans was payable at maturiey At balance date the loans were recorded
inclusive of accrued interest.

Om 7 Juby 2004 all loans from DCS were fully repaid.

Matthew Madsen, a director of SunnyCove Management Limited, is also a divector of DCS. Andrew Kemp, chaivman of SunnyCove
Manzgement Limited, was alse a divector of DCS untdl he resigned that divectorship on 23 August 2004



SunnyGove Management Limited and Controlied Entities

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 30 JUNE 2004

12, Iterast Bearing Linhites (Condinued)

Loans — Director Related Entities

Loans from director related entities which extisted al 30 June 2003 and for part of the vear to 30 June 2004 were unsecured
and subject to a simple interest vate of 10%. There were no Axed repavment terms. These loans were paid cut prior

30 June 2004 (refer 1o note 14 for terms and conditions).

Interest paid to director related entities during the vear of 60,085 related to these loans, of which $44.000 was capitalised into
nventory while it was a qualifying asset and $16,085 incurred after the asset was constructed and available for sale was expensed

(se¢ note 3).

Bank Overdraft
At 30 Fune 2004, SunnyCove Management Limited had no bank overdradt facility

Ar 30 Fune 2003, SunnyCove Management Limited had & bank overdraft secured by:

« & morigage over unseld Morayileld site;

< amortgage over the under construction Maroochydore site; and

« unlimited personal guarantees from each of the four founding directors of SunnyCove Management Limited.

The hank overdratt had an interest rate of 8.65%.

Commetrcial Bills

The Commercial Bills were secured by registered mortgage debenture given by the Company over the whole of the Company’s assets
and undertaking including uncalled and called but unpaid capital, registered mortgages over propenty situated at 21-23 Barossa
Crescent Cabooltire and 26 Y¥inni Street Maroochydore, and a guarantee and tndemmity for $3,000,000 given by Mark Roberss, lan
Zande, John Tredrick Limpus and Glenard John Tickle.

The Bills had an interest vate of 6.51% {inclusive of facility fee). These Bills were vepaid prior to 30 june 2004 and the bill faeility
has expired and the security has been veleased.

Commercial Advances

The Commeraial Advances were seewred by registered mortgage debenture given by the Company over property situated at 26 Yinnd
Streer Maroochvdore, and an ealimited foint and several guarantee and indemnity given by Mark Roberts, lan Zande, John Fredrick
Limpus and Glenard john Tickle.

The Advances had an interest rate of 7.04% (inclusive of facility fee). Subsequent to 30 June 2004 these Advances have been repaid
and the bill facility has expired and the security hag been released.



SunmvCove Managesrent Limited and Controdled Entitias

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 30 JUNE 2004

IR

Provisions

Current .............. . .
- Fmployee benefics e sosm gass sesm 6 455
Aggregaie lability ansing from smployes banafiis:
- CUPFERE provisions 35,372 8455 35,372 8455
~ current creditors amnd accrials 18,268 - 18,268 -
-~ Mo cuarrent - - - -
......................................... 54},640 _ gass 54640 g 455

The above aggregate Hability consists of all emplovee entitlernents at vearend, including leave provisions, superannuation
contributions owing and other employee benefits and related on-costs accrued b unpaid.

Ermployes numbers

14,

Number of employees at the end of the financial year 17 3 17 3

Cither Liahilites

Nor-curreni

0

{oans from Director Related Pnrities {unsecured) . - 2 204822 . 2204822

Together with the divector related entity interest bearing loans in note 12 {excluding DCS toans), these loang weve repaid prioy o 30

June 2004 These loans were owed to entities velated to three of the founding directors (Ian Zande, John Limpus and Glen Tickle)

and were unsecured. There were no fixed repayment terms.

The total foans owing to these director related entities received during the vear were $1.490.660 and the total loans repaid during
the year were $4,173,176.
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FORTHE YEAR ENDED 30 JUNE 2004

145, Corrtiyuted Eouity

Consolidated and Parent

- Number of L Entity _
....... 3@ jiﬁ'ﬁ_ﬁ e 30 _E‘i.ii‘ﬁe D 3{}}33116 .
004 T 2004 -

2

2003

lssued Shares

”F'ull}r paid Ordinary Shares 14,185,902 3 110,842,139 32
Opening balance 32 32 32 32

Shares issued during the vear

Restructure opening shares (share splis) 3,331,968 - - -
Less: Shares bought back at .01 cent consideration (2735561 - (273 -
Less: Shares bought back at $1 cash consideration {(410,537) - {410,537 -

Shares issued at $1 cash considerarion Bom
Information memorandum 1,700,000 - 1,700,000 -

Shares issued at $1 cash consideration from inidal

public offering 9,300,000 - 9,300,000 -

Shares issued at $1 cash consideration 1o an entity

associated with Mark Roberis 1,000,000 1,000,000

Less: Share isste €osis - - (747 .083) -
" Shares on issue avend ofyear T Largsoor T sz o

Owdinary Shaves reserved for issue under options:

Om issue &t beginning of vear - - - -

Isgued during the year:
Options exercisable @& $1.30 on or after 31 May 2007
andd expiring 31 May 2009 7,706,400 - " "

 Onissue at end of year 7,706,400 - - -

Crdinary Shares
Owdinary Shares entitle the holder o participate in dividends and proceeds on winding up of the Company in proportion to the
number of and amounts paid on the shares held. On a show of hands every holder of ordinary shares present at a meeting in person

or by prosy is entitled to one vote, and on a poll, each share is entitled 1o one vote.

Options

SunnyCove Management Limited has issued 7,706,400 options lor nil consideration to investors as outlined in the prospectus
exercisalle at $1.50 per share. These options expire on 31 May, 2000 and are exercisable on or atter 31 May 2007, No shares
have been tssued by virtue of the exercise of the options. These options were all owstanding ar 30 June 2004,

4]
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NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 30 JUNE 2004

Ohanges i Bguity
(a) Hatained Losses

Retained Losses at the beginning of the financial year

Loss {or the vear

Retained Losses at the end of the financial vear

(b} Total Eguity

Total equity at beginning of vear

Towl changes in equity recognised in the Statement of

Financial Performance
Transactions with owWners as owners
- Contributions of equity

- Share buy back ar 0.01 cent

- Share buy back at $1

17,

18,

Cash assets

- provision {or emplovee benefits

Total Bquity at end of year

Phvidends

(589,040)
(1,364,992)
(1,954,032)

{389,008)
{2,112,073)

12,000,000
{273
(410,537)
8,886,107

Mo dividends were paid or proposed during the vear (2003 — nil)

Cash Flow infermation
() Heconciiation of cash
Cash at Bank and on hand
Bank Overdraft

() Reconciliation of net profit to net cash flow from

operating activities
MNet profig

Depreciation and amortisation

{Increasedecrease in:
- development contract and other debtors
- tnventories - land and construction in progress

- other current assets
Increase/{decrease) in
- payahles

~ GST clearing

Net cash flow from operating activities

6,383,205

6,385,205

{1.364.992)
39,821
(r1z.214)

677,732
(25,001)

©50216)

(230,960}
(358,080}

(230,928)

(358,080}

(589,008)

732,167
(200,000}

{338,080

2567

(2,658,422)
(3,201,13%)
(4,530

502,135

7,659

(5,409,526}

(580,040)

{389 .040)
{1,182,512)
(L77L.552)

{389.008)

{1,929 50%)

12,000,000

{273)

{410,337)
9,070,587

6,373,972

6373872

{1.182512)
39,821
(712.314)

2,480,647
(25,001

(230.960)
(358,080)
(580.040)

(230,928)

(358,080}

(580.008)

752,167
(200,000

532,167

{338,080

25867

(2,658,422)
(3,201,15%)
(4,530

802,135
7,659
(5,409,526)



SunnyGove Management Limited and Controfied Entities

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 30 JUNE 2004

| (;ﬂnggﬁ&gg;g@ _ o Parent Entia_;y. o
________________________ 30 fome - - CUL30Jume - 30 June
200‘% 200‘% ..... 20(}3

(o} Financing facilities
Tonal facilities
Eoan — director related entities - 2686022 - 2686622
Loan — DCS {divector related entity) # 1,550,000 - 450,000 -
Commmercial Bill - 4 411,502 - 4411502
Commercial advances 3220000 - 3,220,000 -
Bank OGverdraft - 200,000 - 200,000
.......... L e s g . 3.670.000 ."””"7,298,424
Used at balance dage
Eoan — director related entities - 26864622 - 2686622
Loan — DCS (divector related entity) # 1,550,000 - 450 000 -
Commercial Bill - 4 411,502 - 4411502
Commmercial advances 2,567 883 - 2,567 883 -
Barik Crwverdraly _ . 200,000 - 200,000
.......... P L g ””"'7,298‘424 o "'3,(}17’,883 ."”””7,298‘424
Urised at balance date
Loan - director refated entities - - - -
Loan — DCS (divector related entity) # - - - -
Commercial Bill - - - -
Commercial advances 632 117 - 652117 -
Bank Overdraly - - - -
-------- otal available T g g S T g

[etaits i relation to loans are disclosed innotes 12 and 14

# - the amounts shown for the 13035 facility represent the principal component only

{di Non Cash Financing and Investing Activities

During the vear the following non-cash transactions occurred:

« The parent entity acquired a managers unit, management rights and intellectual property for combined consideration
of $280,001 from SunnyCove Developments Pry Lid, a director related entity of John Limpus and Glen Tickle (2003: nil);

«  Assets with a cost of $333 180 (2003: $136,262) were transferred from inventory o propersy plant and equipraent;

«  Intevest of $280,598 was acerued in the closing balance of the consolidated entitys lability wo DCS (a director velated
entity of Andrew Kemp and Marthew Madsen} (parent entity: $82 418) (2003 nill;

¢ Interest of $36,206 was accrued in the closing halance of the consolidated entity’s Hability to Bank West {parent entity:
£36,206) (2003 nil);

¢ $747.083 of share issue costs were divectly recognised in equity, of which $683.421 were accrued for at 30 june 2004
(200%: nil)

None of the above transactions are reflected in the staterments of cash flows.
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19, Ieformation sbout Specthed Directors and Specified Drecuiives
{al. Specified Directors and Specified Executives
The names of persons who were specified directors and specified exeautives of SunnyCove Management Limited at any time
during the financial vear ave shown in the following able. Specified executives are defined as those who have a divect mmpact
on the strategic direction of the Company.

o 'Pm‘md in mie:

Name . LT g T

ngeaﬁeé Darﬂ:wm o
Mark Roberts. . _ '
Andrew Kemp

STy
A53/0410.30/6/04
15/3/04 10.30/6/04 -
1850410 30/6/04 .
U15/3/04 w.23/4/04 -
L MTA 10 15304

- Non-executive director LTS e Y5304
" Nonexecusive director LT L T '.U?’XOS 1o, i5/3/04

L Managing Director

Craig Wallace . "Nmmxecmive direvior -
Marthew Mad@eﬂ
John shadionh

Ian Zande -

- Non-executive director
_‘Nom-executive direcror
N on-executive direcior -
John Limpus
Glen Tickle L
Specified Exe:cutwes SRRSO

- _-.1 513704 10 30/6/04 R .

Grant Vayro -~ T Chief Financial Officer. " R

Mary Mtc.i\zm """"""" " General Manager U R204% 1o BOMGI04

(by. Daterrnination of remuneration of Specified Direclors and Specified Executives
Rermuneration of specified non-executive divectors comprise fees determined having regard to industry practice and the need
1o obtain appropriately qualified independent persons.

Remuneration of specified executive divectors and specified executives are determined by the Board. In this respect,
consideration is given to normal commercial rates of remuneration for similar levels of responsibilite. Emoluments comprise

salartes, bonuses, contributions to superannuation funds, options and shares.

There are no cavses relating to bonises or termination benefits contained i emaploviment contracts of specified directors

and execttives.

Rermuneration paid by the Company to specifled ditectors and specihed executives during the finaciad vear is shown in the bllowing table;

anary Re:mune:mtmn S Post -'Empi;@}’i??ﬁni. : ""Equigy___'_'_: el

Bmms D Superannuation . - '.: (}ptmﬁs C$

: Scziary ész ice«;

Specified Divectors
Mark Roberts. S
Andrew Kemp -

Craig Wallace
Matthew Madsen. .
John Shadlorth
fan Zande - -
John Limpus. - SR - L e

Glen Tickle e i E e SR

Total 49 846 - 3271 79,800 132,617

Specified Executives '

Grang Vayro - =" 21,635 e

Mary Mickan 31153 L 2,803 5250 39,206

Total 53 768 ; 4,750 5,350 62,788

g



SunnyCove Managermernt Limited and Condrolied BEntitias

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 30 JUNE 2004

18, Wformsation show Specified Directors and Specified Executives (Cortinuecd)
(c).  Number of Shares held: Specified Directors and Specified bExecutives

" : 'Bézian&.ﬁ_; -. “share Received as &}pﬁmw : fﬂ'eﬁ ;Changc." S Bélanée :_
L Bewaneration Exuaﬁﬁd :ZZ._'__Q_Ehar 3{} jum: 200‘%._

Specified Divectors:

Mark Roberts. .~ = U8 1332992
Andrew Kemp - e SRRTETPET

1,000,000

Craig Wallace . -
Matthew Madsen |
John Shadforth e
fan Zande .

40,000,

B339 (1,233,000
John Limpuss = L T 8 32,002 T T e (956,549)
Glen Tickle " R L332.000 - (956,540).

Specified Execuntives:

{aran V&}’F{) _. o . -- e B ... ............ . ,, o B S W N 20,000 20,000 N

(). Number of Options heid: Spacified Directors and Specified Executives

- Balance . Received ag’ {')pt_i;pgas S MNet. v Balance. - Total '-Exc.mi«% c Held in -
-1 fuly Remzxmmaz(m Exercised '_'_(Jhangﬁ " 30 June Z'%@&d asat -~ able . Escrow -

3 pemﬁed Bin cmn
Mark Roberts o

500,000 . - 1,166,500 ﬁ 1,666,500 . 1666500 - -
Andrew Kemp

120,000 60,667 - 180 6{37---_-'_ 180,667,
C20000 . _} 20,000 o |
100,000 " 20,0000 120000
john Shadforth e e e T B0,0000 70000
fan Zande .- e T e 50,000 T S0,000 -
John '!_impus o T 88,226 -":"-"188 226 ..

Glen Tigkle .0 L e 188226 188226

Craig Wallace - .
Matthew Madgen -

Specified Exeeu‘twes
Grant Vagro - ~ R T - e GBET e 6667 6667 T S o

I\/laryl\/nckan - 750,000 - 1667 51667 51,667 - -

Total - 810,000 1.731.953 2,341,953 2541953 - 2,024 sm._

E

i Al options L‘S‘Suc.d as rernuneration during this inancial year were granted as ar 22 June 2004, at.an exercise price of $1.50, and . _
may be exercised at any time bebween 5£ May 2007 ’md 31 May 2009 i}lc marku \fdiue oi thw_ OPLOonS Was LO 5 cents, baqed on
the ASX market trading on 1 July 2004, . ' e x - .
2. All grarus of options vest mnmdiateiy B R RETPRIRE L
3. All options held in escrow cannot be traded heiare 1 July 200{)




SunmvCove Managesrent Limited and Controlled Enitias

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 30 JUNE 2004

Parent Entity

o 30June 30 June
2004 2003
......... g T g
At Bemwmeration of Sucitor
Audits of inancial reports 44 300 4000 44 300 4,000
Other Services 17,008 - 17,000 -
---------- g e g ey T 00

21, Falated Parties
Spacified Directors’ and Executive Remunaration
Dretails of reruneration is diselosed i note 19,

Loans from Specified Director Related Entities
The loans from specified director related entities are derailed in notes 12 and 14,

Related Party fransactions
Unless ctherwise stated, all related party transactions are on commercial terms and conditions.

Other tfranzsactions with Specified Directors and Specified Director Related Entities
During the financial year project fees, marketing, design, serviced office and managerment fees in the amount of $799,174
{20073 $617,482) were paid or acerued to an entiry controtted by Mark Roberts a director of SunnyCove Management Limited.

During the financial year fees relating to the building comtract for the Maroochydore site in the amount of $2,566,919 (2003: nil)
were paid or acerued to an entity contreiled by lan Zande a former divector of SunnyCove Management Limited.

During the inancial year fees relaring to advice regarding debt structuring and placement of debt in the amount of $24.750
{2003 nil) were paid to Dynamic Capital Selutions, a director related entity of Matthew Madsen and Andrew Kernp.

During the inancial year fees relating ro advice regarding debt structuring and placement of debt in the amount of $50,500
{2003 nil) were acerued toan entiry comtrobled by Craig Wallace a divector of SunnyCove Manageraent Limited.

During the financial year, an entity associated with Mark Roberts, a director of SunreCove Management Limited, purchased
an investment it at the Maroochydore compmunity for an amowat of $135,006 (2003 nil).



5

SunnyGove Management Limited and Controlied Entities

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 30 JUNE 2004

1. Fedated Padies (Continued)

Asg part of the capital raising during June 2004, commissions and costs {or the placement of shares were acerued by the Fluntington
Group for $30,396 (2003 nil}. Huntington Group is a director related entity of Andrew Kemp.

On 29 Novemnber 2003, the parent entity purchased the Managers unit at Sunnybank Hills Seniors Community, the associated
Management rights to the community and intellectual property from SunnyCove Developments Pry Lid, a divector related entire
of john Limpus and Glen Tickde for $170,000, $110,000 and $1 respectively (2003 nil).

Tncluded i other debtors is an amount receivabie From an entity associated with Mark Roberts, being the deferred payment for
fully paid ordinary shares in SunnyCove Managerent Limited as detaited in the prospectus. The terms of this agreement are for
the payment of $4350,000 in Septeraber 2004 and the remaining $450,000 to be paid in March 2003,

The consolidated entity employs relatives of directors on a full-time and part-tire basis on terms and conditions ne more
favourable than those available to other employees.

Other transactions with specified executives and specified executive related entities
During the financial year there were no transactions with specified execurives or specifled executive related entities.

Wholly-owned group
The wltimate parent entity in the wholly-owned group is SunnyCove Management Limited. Details of other entities within the
wholly-cuwned group are set out in note 8.

SunnyCove Management Limited provided financiat and technical support 1o its wholly owned subsidiaries during the year ended
30 June 2004, These ransactions between SunnyCove Management Limited and the other entities in the wholly owned group

resulted in the bllowing amounts receivable at balance date:

U Receivable by

Ce Commpany :. - :Pa__z_‘em Company .
L I 30 June 2004 o030 Jane 2003
Wholly owned entities _ _ % _ 5

443,000
173560
1674471

152,963 . _
e Cotme U Tt venras E

SunnyCove Forest Lake Pry Lid . '

SunnyCove Gladstone Unit Trust -
SunnyCove Rockharapton Unip Trusy -




SunmvCove Managerment Limited and Cordrodled Entilias

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 30 JUNE 2004

28 Fingretdal nelraments
. As at ?iﬁjune 208%
- Mo E xxtd Entﬁlt"al Ratc
. Interest .

Wﬂlgh‘iﬂd_ '
- e fverage

R 1.'Yaa§r or g {105 - Rate e L Effective
oL S ieas :_ . R 4 o BN o il’ﬂ.ﬁfﬁﬁi Raiﬂ

rFinancial Assets:

Cash 2212102 - - 4,173,103 6,385,203 327
Recevables 4402 832 - - - 4,402 852 0.00
De pusm _ 8,462 - - - _ 85,462 .00

S B 6,623,416 - - 4,173,103 10,796,519

Financial Liabilitias:

Trade accounts payables 1946, 104 - - - 1,946,104 0.00

Lesans — DCS {director

related entity) - 1,830,508 - - 1,830 598 1987
_ Commt reial <‘1(]\<‘:I’1Lt S - - - 2,367,883 2,567,883 T4

e LT 046 104 o LB0L508 - 25673883 .6,3443585 LT

: Net Financial Assers/ _': S '

. T 1,60§,220 4451 934 . .............. .-

“(Lighilities) ~ 4677812

A5 at 30 June 2003 L
Fmﬁd Exm,mst Rate _:' o Hs}a‘img Gl Eotal U Weighted |
o . w : . - Average.
ﬁfﬁciwe

e g g T o

rFinancial Assets:

Cash 47 T32.120 - - FEY R 380
R{tmahks 2658423 - . - 2,658423 (.00

e Lo 2,638,‘4’70 7323120 - - 3,’390,590

Financial Liabifities:

Trade Accounts Payables T8, 308 - - - FTR308 0.00
Banl Overdraft - - 200,000 200,000 8.63
Comrercial Bills 4411502 - - 4411502 651
Lesan — divector related

entities ) 2,204,922 _ - 482 000 - 2,686922 10,00

B S 2083230 441150200 482,000 200,000 8076732

L Nf*t I”mancmi As%ets/ R

(Liabilities) (324 760} (3,679,382} (482,000) (200,000} {4,686,142) .I
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SunnyGove Management Limited and Controlied Entities

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 30 JUNE 2004

Fingrcial atraments (Gordinuged)
fal interest Rate Hisk
Cash at banl — is held it ar call bank accounts with generally no interest receivable thereon.
Business investmeni account — has an interest rate at year end of 5.00%.
Receivables/nther current assets — generally no interest is receivable thereon.
Payables — generally no interest is pavable thereon.
Amotnts owing to director related entity / other loan — refer notes 12 and 14
Bank and other loans — vefer note 12

{b) Credit Fisk
The credit risk on Anancial assets of the consolidated entity, which have been recognised in the statement of financial position
is menerally the carrving amount, net of any provision. The consolidated entiry has no significant concentration of credit risk.

el Net Fair Values
The consolidated entity’s Brancial assets and hahilities are carried at amounts that approximate net fair valoe. The loans pavable
1 DCS {a director related entity of Andrew Kemp and Matthew Madsen) were repaid in full on 7 July 2004, Accordingly, the
reported liability represents nes fair value.

id) Derivative Financial instrurments
The consolidated entity does not use derivative financial instruments.

Subseguent Bvents
On 1 July 2004 the Companry was listed on the Australian Stock Exchange.

Since the end of the vear, the Company has entered into contracts to acquire sites upon which to construct additional Seniors
Commmunities. These contracts are conditional upon satisfactory due diligence and development approvals on terms and conditions

satisfactory to the Company

Additionally, since the end of the vear, the Company has entered into contracts to acquire existing management rights over
additional Seniors Communities. These contracts are conditional upon satisfactory due diligence and assigniment from the relevan:
baody corporate.

Segrment forrnation
The consolidated entity operates in one business segrent being the development and management of Seniors Communities.
The consolidated entity operates only in Australia.

Cormyritments for Ewpenditure
Commitment for office rental and linen services:
Minimum lease payrments under non-cancellable operating leases according 1o the time expected to elapse to the expected date of payment:

Consolidated _ Parent Entity
.. 30 June = DR .:3{}-_}_&“@_;;.; U 30}&116
2004 2004 02003
S PRS- SR GG
93,511 11777 93,511 11,777
331272 9,092 331272 9.002
DI Chosse 26783 20,860

The amounts disclosed above for the lease for the office renal does not include any adjusiments for CPLor marker rental reviews.

40



SunmyCove Managerment Limited and Controlled Endities

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 30 JUNE 2004

S8, Barsiigs per Share

Met profig/loss) used in caleulating basic earnings per share (1.364.992)

Met profit/loss) used in caleulating diluted earnings per share (1,364.902)
Weighted average nurmber of ordinary shares used in
calewdating basic earnings per share 3,350 246

Ditutive porential ordinary shares -

Weighted average number of ordinary shares and potential
ordinary shares used in caleulating diluted earnings per share 3,359 246

Potential ordinary shares that are not dibutive and not used in
the caleudation of diluted earnings per share 7,706,400

' Basic earnings per share {cents per share) (40.63 cenis)

‘Diluted earnings per share (cents per share) o (40,63 cents)

Due to the share split which occurred during the vear the weighted average number of shares has been calcalated as # the share
split cecurred at the start of the vear so to provide an acovrate measure of earnings per share.

27, bnpacts of Adopting Australian Bguivalents to internations! Financial Feporting Standards ((FRSs}
Australian equivalents to International Financial Reporting Standards (AIFRS) will be adopred in the financial report for the year
ending 30 june 2006 and the comparative information presented in that report {or the vear ending 30 june 2003, In preparation
for the transition, opening balances as at 1 July 2004 for the comparative vear ending 30 June 2005 will be converted to AIFRS
in accordance with new accounting standard AASB 1 “First Time Adoption of Australian International Financial Reporting

Pronouncements™.
The transition te AIFRS is being managed through the following measuares:

» Selection of appropriately skilled personnel with the consolidated entity and external advisors to help manage the process;

»  Establishment of a formal timetable to manage the process and satisty the disclosure requirersents of AASB 1047 “Disclosing
the Tmpacts of Adopting Australian Equivalents to International Financial Reporting Standaeds”,

« identification of Australian Equivalents to lntemational Financial Reporting Standards (AIFRS) which apply to the consolidated
entivy;

¢ Review of current accounting policies and the compatibility with AIRFS;

¢ Preliminary assessment of key differences and bikely financial impact by 30 June 2004 as noted helow,

< Omgoing review of accounting policies to ensure the consolidated entity is able to disclose the financial bmpact in detail for
tuture financial reports as required by AASE 1047, and

«  Providing access to ongoing training for velevant personnel.



SunnyCove Managermerd Limited and Condrolied BEntitles

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 30 JUNE 2004

a7 bnpects of Adopting Australian Eguivadents to Intermational Financis! Meporting Starddards FRBS) {Continued)
The key differences in accounting policies expected 1o arise from adoption of AIFRS are listed as follows:

Incorme Tax

AASB 112 "Income Fax” requirves all income tast balances to be caleulated using the comprehensive balance sheet lability method.
Deferred ta items will be calculated by comparing the difference in carrving amounts o tax bases {for all assets and Habifities and
multiplying this by the tax rates expected to apply w the period when the asset is realised or the liability settled. Recognition of
the resudiing amounts are subject to some exceptions, but generally deferred tax balances must be calculated for each item in the
staternent of financial position. Deferred tax assets will ondy be recognised where there exists the probability that furare taxable

profit will be available to recognise the asser.

rwentories

Iventories wilt continue 10 be measured at the lower of cost and net reabisable value under the new AASB 102, Al iterns of
fventory are subject 1o an impairment test. Tn the event that the cireumstances that lead to an impairment write-down no longer
exist or are lavourable a reversal of the write-down through the staterment of financial performance is required 1o be effected.

Proparty, Plant & Equiprnant
Any consideration on disposal, which is deferved is recognised as the ner present value of that amoeunt using an appropriate

discount rate.

Property, plant and equipment is subject to an impairment test when there i an indication that impairment exists by reference
o nternal and external mavket factors. Any item of property, plant & equipment which is irapaired raast be written down to g
recoverable amount. The amount of the rapairment write down for assets carvied at cost will be expensed through the statement
of financial performance.

Intangibie Assets

AASB 138 “Intangible Asseis” generally requires derecognition of all items that do not qualify as identifiable intangible assets.

The transition rules allow items that were purchased as part of a husiness combination and do not qualify as an identifiable

mtangibie o be rransterred back to the related goodwill balance. The treatment of each speciiic intangible is set out below:

= All ficences, plans and rrademarks have been assessed as having a finite useful life;

« Al iterns classified as fnite Hied assets will be amortised over the useful life of the asset;

»  Regardless of the useful lile classification the directors must assess at the end of each reporting period the classification,
subsequent method employed and rates used to ensure appropriateness;

» Management rights have been assessed as having a finite life linked 1o the fAnite life of the Seniors’ Communities they relate
oy and such assets will therefore be amortised over the life of the asset. Such assets will also be subject to a rigorous annual
impairment st

Share Based Payments

The entity currently engages in the practice of allocating to its emplovees and divectors, shares and shave options as part of

thetr rermaneration packages. AASE 2 “Share Based Payraents” require that these paviments and also payviments made to other
counterparties in return {or goods and services shall be measured at the more readily determinable fair value of the good/service
or the fair values of the equity instrument. This amoumt will be expensed in the statement of financial performance. Where the
grant date and the vesting date ave different the total expenditure caleulated will he allocated between the two dates taking into
account the terms and conditions attached to the instruments and the counterpartics as well as management’s assumptions about

prababilities of payments and corpliance with and attainment of the set out terms and conditions.

SunnyCove Management Limited Options vesting atter 1 July 2003 will be sulsiect to the requirements of AASE 2. The fair value
of Options granted to emplovees and directors will be expensed over the period from their grant date 1o vesting date, or ar grant
date if there is no vesting period.



INDEPENDENT AUDIT REPORT TO MEMBERS OF
SUNNYCOVE MANAGEMENT LIMITED

Moope
The financial report and directors’ responsibility
The financial report comprises the staternent of financial position, statement of financial performane,

staternent of cash flows,

s

accompanying notes o the financial statements, and the directors” declaration for both Sunnyeove Management Limired {the company)
and SunnyCove Management Limited and Controlled Entities (the consolidated entity) for the vear ended 30 June 2004, The
consolidated entity comprises both the company and the entities it controlled during that year.

The directors of the company are responsible {or the preparation and true and fair presentation of the financial report in aceordance

with the Corporations Act 2001, This includes responsibility for the maintenance of adequate accounting records and internal controls
that are designed to prevent and detect feaud and evror, and for the accounting policies and accounting estimates inherent in the financial
report.

Audit Approach

We conducted an independent audit in order to express an opinion to the members of the company. Our audis was conducted in
accordance with Australian Auditing Standards in order to provide reasonable assurance as to whether the financial report is free of
material misstaternent. The nature of an audit is influenced by factors such as the use of professional judgement, selective testing, the
irtherent limitations of internal control, and the availability of persuasive rather than conclusive evidence. Therefove, an audit cannot
guarantee that all material misstatemenis have been detected.

We perform procedures to assess whether in all material respects the Anancial report presents fairly, in accordance with the Corporations
Act 2001, including compliance with Accounting Standards and other mandatory financial reporting requirements in Australia, & view
which is consistent with our understanding of the companys and the consolidated entity’s financial position, and of their performance
as represented by the results of their operations and cash Hows.

We {ormed cur audit opinion on the basis of these procedures, which included:
» examining, on a test basis, information o provide evidence supporting the amounts and disclosures in the financial report, and

» assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of significant accounting
estimates made by the directors.

While we consider the effectiveness of management’s internal controls over financial reporting when determining the nature and exieni

of our procedures, our audit was not designed to provide assurance on internal controls.

idanendanos
in conducting our audit, we {ollowed applicable independence requirements of Australian professional ethical proncuncements and the
Corporations Act 2001,

ALt Crivtions
in our opinion, the financial report of SunnyCove Management Limited is in accordance with:

{a} The Corporations Act 2001, including:
(i} giving a true and fair view of the company’s and consolidated entity's inancial position as at 33 June 2004 and of their
performance for the vear ended on that date; and

{il) complying with Aceounting Standards in Australia and the Corporations Regulations 2001; and
{b) ather mandatory financial reporting requirernenis i Ausiralia.

PKF
Brishane Partnership C G Bellary Brisbane

Chartered Accountants Partner Dated this 24th day of Septernber, 2004,










