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COMPANY ANNOUNCEMENT
Willmott Forests delivers sound half year results PLANT

Interim dividend declared at 3 cents per share

Willmott Forests Limited (ASX: WFL) is pleased to announce strong consolidated
financial results for the half year ended 31 December 2005.

The Company recorded a 48% increase in NPAT to $4.4 million from total revenue of
$37.4 million, compared to the previous corresponding period of $2.9 million and $29.1
million respectively. EBITDA of $11.2 million represents a 32% increase on the
previous corresponding period of $8.4 million.

MANAGE

Chief Executive Officer — Marcus Derham said “This is another sound result for the
Company with Woodlot sales particularly strong and the timber processing side of the
business poised to benefit from recent cost reductions when the market turns” HARVEST

The Directors have today declared a fully franked interim dividend of 3 cents per share
to be paid on 15 March 2006. The record date for determining entitiements is 28
February 2006.

About Willmott Forests S —_—
Willmott Forests Limited is an integrated softwood forestry company that produces a

wide range of landscape and structural timber products from its timber processing

operations in Bombala NSW.

A Quality Endorsed Company, with total assets in excess of $275 million Willmott

Forests manages over 24,000 hectares of commercial softwood plantations on behalf SUPPLY
of more than 2,500 individual growers. The majority of these plantations are located in

south-east New South Wales and north-east Victoria.

Over the last 10 years Willmott Forests has delivered sustained growth in excess of
15% per annum in the key areas of Woodlot sales, plantation resources, assets and
profit.

For further information please contact:

Jonathan Madgwick
Company Secretary
Willmott Forests Ltd
Ph: 03 9696 1355

Modbor Head Office Timber Products Forestry Operations i
249 Park Street (Locked Bag 4011) 1 Sandy Lane (PO Box 146) Corrowidgen Road (PO Box 23)
South Melbourne VIC 3205 Bombala NSW 2632 Delegate NSW 2633 i
Telephone (03) 9696 1355 Telephone (02) 6458 3489 Telephone (02) 6459 8888 4
Facsimile (03) 9696 5567 Facsimile (02) 6458 3756 Facsimile (02) 6459 8899 Quality
Toll Free 1800 801 866 Toll Free 1800 805 840 Enwoted

Company

41 Gt
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Results for announcement to the market

Half Year Ended 31 December 2005
Half Year Ended 31 December 2004

Reporting Period:
Previous Reporting Period:

$A'000
Revenues from ordinary activities up to $37,363
Profit from ordinary activities after tax attributable to up to $ 4,351
members
Net profit for the period attributable to members up to $ 4,351

. o o Amount per Franked amount
Ordlnary DlVldendS (dIStrlbutlonS) Security per Security
Final dividend — Paid 20 September 2005 3¢ 3¢
Interim dividend — To be paid 15 March 2006 3¢ 3¢
Total 6¢ 6¢

Record date for determining entitiements to the ordinary
dividend

28 February 2006

Amount per

Preference Dividends (distributions) security

Franked amount
per security

PINES Coupon 30 September 2005 $3.51

$3.51
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INCOME STATEMENT
FOR THE HALF YEAR ENDED 31 DECEMBER 2005

(The accompanying notes form part of these financial statements)

ECONOMIC ENTITY

Note | 31 December 31 December
2005 2004
$ $
Revenue from ordinary activities 3(b) 37,363,442 29,110,913
Cost of sales (8,853,572) (7,244,194)
Depreciation and amortisation 3(a) (884,121) (803,615)
Borrowing cost expense 3(a) (4,320,828) (3,776,377)
Employee costs (6,167,295) (5,396,189)
Other expenses from ordinary activities (10,458,482) (7,628,712)
Profit before income tax expense 6,679,144 4,261,826
Income tax expense attributable to ordinary activities (2,328,206) (1,326,604)
Profit from continuing operations 4,350,938 2,935,222
Loss attributable to minority equity interests 121 92
Profit attributable to members of the parent entity 4,351,059 2,935,314
Basic Earnings per share (cent per share) 8.55 5.94
Diluted Earnings per share (cent per share) 8.55 5.83




Willmott Forests Limited
ABN: 17 063 263 650
Half Year Report
Appendix 4D

31 December 2005

é Willmott Forests

BALANCE SHEET - AS AT 31 DECEMBER 2005
(The accompanying notes form part of these financial statements)

Current Assets

Cash and cash equivalents
Trade and other receivables
Inventories

Deferred tax asset

Other

Total Current Assets

Non-Current Assets

Trade and other receivables

Financial assets

Property, plant and equipment
Self-generating and regenerating assets
Intangibles

Deferred tax asset

Total Non-Current Assets

TOTAL ASSETS

Current Liabilities
Accounts payable
Borrowings

Deferred tax liabilities
Provisions

Total Current Liabilities

Non-Current Liabilities
Borrowings

Deferred tax liabilities
Provisions

Total Non-Current Liabilities

TOTAL LIABILITIES
NET ASSETS

EQUITY

Contributed equity
Retained profits
Outside equity Interest
TOTAL EQUITY

31 December 2005 30 June 2005
$ $
44,920,609 36,879,227
14,300,386 18,797,778
4,251,511 5,115,349
8,990,202 11,290,819
3,067,042 4,027,034
75,529,750 76,110,207
128,832,424 130,520,844
1,001,047 1,001,047
64,988,882 49,482,205
6,435,053 6,082,144
1,503,875 1,546,690
499,683 592,935
203,260,964 189,225,865
278,790,714 265,336,072
5,690,838 12,726,615
2,897,406 2,598,750
738,425 1,223,630
23,737,488 45,408,776
33,064,157 61,957,771
134,877,833 107,104,953
1,582,870 1,477,870
20,868,365 21,495,535
157,329,068 130,078,358
190,393,225 192,036,129
88,397,489 73,299,943
53,328,713 40,838,960
35,064,050 32,456,136
4,726 4,847
88,397,489 73,299,943
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STATEMENT OF CHANGES IN EQUITY
FOR THE HALF YEAR ENDED 31 DECEMBER 2005
(The accompanying notes form part of these financial statements)

ECONOMIC ENTITY

Minority
Ordinary Retained Equity
Shares Earnings Interest Total
$ $ $ $

Balance at 1 July 2004 38,735,282 25,426,411 4,888 64,166,581
Shares issued during the year 2,103,678 - - 2,103,678
Profit attributable to members of the

parent entity - 10,037,521 - 10,037,521
Loss attributable to minority

shareholders - - (41) (41)
Dividends paid or provided for - (3,007,796) - (3,007,796)
Balance at 30 June 2005 40,838,960 32,456,136 4,847 73,299,943
Shares issued during the year 13,004,377 - - 13,004,377
Transaction costs (514,624) - - (514,624)
Profit attributable to members of the

parent entity - 4,350,938 - 4,350,938
Loss attributable to minority

shareholders - - (121) (121)
Dividends paid or provided for - (1,743,024) - (1,743,024)
Balance at 31 December 2005 53,328,713 35,064,050 4,726 88,397,489
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CASH FLOWS STATEMENT- FOR THE HALF YEAR ENDED 31 DECEMBER 2005

(The accompanying notes form part of these financial statements)

ECONOMIC ENTITY

31 December

31 December

2005 2004
$ $

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers 9,968,079 10,443,318
Interest received 5,599,094 4,252,710
Payments to suppliers & employees (28,597,934) (22,940,618)
Borrowing costs paid (4,650,976) (3,564,602)
Income taxes paid (3,454,362) (10,673,072)
Net cash provided by (used in) operating activities (21,136,099) (22,482,264)
CASH FLOWS FROM INVESTING ACTIVITIES

Payment for property, plant & equipment (16,812,986) (4,207,004)
Realisation of (payments for) investments 6,696,376 6,226,670
Net cash provided by (used in) investing activities (10,116,610) 2,019,666
CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issue of shares 12,489,753 353,607
Proceeds from (repayment of) borrowings 28,318,095 51,911,636
Dividends paid (1,513,757) (991,268)
Net cash provided by (used in) financing activities 39,294,091 51,273,975
Net increase (decrease) in cash held 8,041,382 34,396,825
Cash at beginning of period 36,879,227 8,487,509
Cash at end of period 44,920,609 42,884,334
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NOTES TO THE FINANCIAL STATEMENTS - FOR THE HALF YEAR ENDED 31 DECEMBER 2005

[NOTE 1] STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The half year consolidated financial statements are a general purpose financial report prepared in
accordance with AASB 1029: Interim Financial Reporting and other professional reporting
requirements.

The half year report does not include full disclosure of the type normally included in an annual financial
report and therefore cannot be expected to provide as full an understanding of the financial
performance, financial position and financing and investing activities of the economic entity as the full
financial report.

It is recommended that this financial report be read in conjunction with the annual financial report for the
year ended 30 June 2005 and any public announcements made by Willmott Forests Limited and its
controlled entities during the half year in accordance with continuous disclosure requirements arising
under the Corporations Act.

For the purpose of preparing the half year financial report, the half year has been treated as a discrete
reporting period.

The accounting policies have been consistently applied to entities in the economic entity and are
consistent with those applied in the 30 June 2005 annual financial reports, except as noted in Note 2
First-Time Adoption of Australian Equivalents to International Financial Reporting Standards.

Comparatives
In accordance with AASB 1029: Interim Financial Reporting:

Comparatives for the Balance Sheet items are based on 30 June 2005. Comparatives for the Income
Statement and Cash Flows Statement are based on the six months ended 31 December 2004.
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NOTES TO THE FINANCIAL STATEMENTS - FOR THE HALF YEAR ENDED 31 DECEMBER 2005

[NOTE 2] FIRST-TIME ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL

FINANCIAL REPORTING STANDARDS

Reconciliation of Equity as at 30 June 2005

ECONOMIC ENTITY
Adjustments on
Introduction of Australian
Note Previously Australian Equivalents to
Reported as at  Equivalents to IFRS as at
30 June 2005 IFRS 30 June 2005
$ $ $

Current Assets
Cash and cash equivalents 36,879,227 - 36,879,227
Trade and other receivables 2(a) 17,532,862 1,264,916 18,797,778
Inventories 5,115,349 - 5,115,349
Deferred tax asset 2(b) 11,182,355 108,464 11,290,819
Other 4,027,034 - 4,027,034
Total Current Assets 74,736,827 1,373,380 76,110,207
Non-Current Assets
Trade and other receivables 2(a) 124,689,536 5,831,308 130,520,844
Financial assets 1,001,047 - 1,001,047
Property, plant and equipment 49,482,205 - 49,482,205
Self-generating and regenerating assets 6,082,144 - 6,082,144
Intangibles 2(c) 1,546,690 - 1,546,690
Deferred tax asset 2(b) 267,545 325,390 592,935
Total Non-Current Assets 183,069,167 6,156,698 189,225,865
TOTAL ASSETS 257,805,994 7,530,078 265,336,072
Current Liabilities
Accounts payable 12,726,615 - 12,726,615
Borrowings 2(a) 1,333,834 1,264,916 2,598,750
Deferred tax liabilities 1,223,630 - 1,223,630
Provisions 2(d) 44,700,776 708,000 45,408,776
Total Current Liabilities 59,984,855 1,972,916 61,957,771
Non-Current Liabilities
Borrowings 2(a),(e) 61,273,645 45,831,308 107,104,953
Deferred tax liabilities 1,477,870 - 1,477,870
Provisions 21,495,535 - 21,495,535
Total Non-Current Liabilities 84,247,050 45,831,308 130,078,358
TOTAL LIABILITIES 144,231,905 47,804,224 192,036,129
NET ASSETS 113,574,089 (40,274,146) 73,299,943
Equity
Contributed equity 2(e) 79,031,236 (38,192,276) 40,838,960
Retained profits 2(f) 34,538,006 (2,081,870) 32,456,136
Minority equity interest 4,847 - 4,847
TOTAL EQUITY 113,574,089 (40,274,146) 73,299,943
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NOTES TO THE FINANCIAL STATEMENTS - FOR THE HALF YEAR ENDED 31 DECEMBER 2005

[NOTE 2] FIRST-TIME ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL

FINANCIAL REPORTING STANDARDS - continued

Reconciliation of Profit as at 31 December 2004

ECONOMIC ENTITY

Previously Effect of
reported Transition to
Notes | 31 December Australian Australian
2004 Equivalents to Equivalents to
$ IFRS IFRS

Revenue from ordinary activities 29,110,913 - 29,110,913
Cost of sales (7,244,194) - (7,244,194)
Depreciation and amortisation (803,615) - (803,615)
Borrowing cost expense 2(9) (1,640,653) (2,135,724) (3,776,377)
Employee costs (5,396,189) - (5,396,189)
Other expenses from ordinary
activities (7,628,712) - (7,628,712)
Profit before income tax expense 6,397,550 (2,135,724) 4,261,826
Income tax expense attributable to
ordinary activities 2(h) (1,760,458) 433,854 (1,326,604)
Profit from continuing operations 4,637,092 (1,701,870) 2,935,222
Loss attributable to outside minority
interests 92 - 92
Profit attributable to members of
the parent entity 4,637,184 (1,701,870) 2,935,314

Notes to the reconciliation of equity as at 30 June 2005 and Profit as at 31 December 2004

2(a) Securitisation

Inclusion of securitised receivables and associated borrowings:

Economic Entity

30 June 2005
$
Current Receivables 1,264,916
Non Current Receivables 5,831,308
Current Borrowings 1,264,916
Non Current Borrowings 5,831,308
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NOTES TO THE FINANCIAL STATEMENTS - FOR THE HALF YEAR ENDED 31 DECEMBER 2005

[NOTE 2] FIRST-TIME ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL
FINANCIAL REPORTING STANDARDS - continued

Notes to the reconciliation of equity as at 30 June 2005 and Profit as at 31 December 2004
2(b) Deferred Tax Asset
Adjustments to deferred tax asset comprise:

30 June 2005
$

Recognition of deferred tax on reclassification of convertible
preference share issue costs from equity to borrowing costs
— current 108,464

Recognition of deferred tax on reclassification of convertible
preference share issue costs from equity to borrowing costs
— non current 325,390

2(c) Intangibles

Goodwill
An impairment test of goodwill has been carried out and the current amortisation policy has
been deemed acceptable and in line with current standards.

2(d) Provisions

Adjustments to provisions comprise:

30 June 2005
$
Provision of 30 June 2005 preference share borrowing costs 1,720,000
Reclassification of preference share borrowing costs paid (1,012,000)
Australian Equivalents to IFRS as at 30 June 2005 708,000

2(e) Financial Instruments

Adjustments to contributed equity comprise:
30 June 2005

$
Convertible preference shares previously reported at 30
June 2005 38,192,276
Reclassification of convertible preference shares to financial
liabilities (40,000,000)
Reclassification of convertible preference share issue cost to
retained profits 1,807,724

Australian Equivalents to IFRS as at 30 June 2005 -

-10 -



Willmott Forests Limited
ABN: 17 063 263 650
Half Year Report
Appendix 4D

31 December 2005

é Willmott Forests

NOTES TO THE FINANCIAL STATEMENTS - FOR THE HALF YEAR ENDED 31 DECEMBER 2005

[NOTE 2] FIRST-TIME ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL
FINANCIAL REPORTING STANDARDS - continued

Notes to the reconciliation of equity as at 30 June 2005 and Profit as at 31 December 2004

2(f) Retained Earnings

Adjustments to retained earnings comprise:

30 Jun$e 2005

Previously reported at 30 June 2005 34,538,006
Recognition of 30 June 2005 preference dividend provided (1,720,000)
Reclassification of preference dividend paid to borrowing 1,012,000
costs

Recognition of deferred tax asset on preference share issue 433,854
costs

Reclassification of preference shares issue costs (1,807,724)
Australian Equivalents to IFRS as at 30 June 2005 32,456,136

2(g) Borrowing Costs

Adjustments to borrowing costs comprise:

Economic Entity

31 December

2004
$
Recognition of preference share borrowing costs (328,000)
Reclassification of preference shares issue costs (1,807,724)
Australian Equivalents to IFRS as at 31 December 2004 (2,135,724)

2(h) Income Tax Expense

Adjustments to income tax expense comprise:

Economic Entity

31 December
2004
$

Recognition of deferred tax assets on preference shares
issue costs

433,854

-11 -
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NOTES TO THE FINANCIAL STATEMENTS - FOR THE HALF YEAR ENDED 31 DECEMBER 2005

[NOTE 3] PROFIT FROM ORDINARY ACTIVITIES

ECONOMIC ENTITY

31 December

31 December

2005 2004
$ $
(a) Profit from ordinary activities before income tax has
been determined after:
Crediting as Income:
Interest received:
Bank 740,825 400,315
Other persons 5,113,665 4,325,402
Net gain on disposal of non current assets 5,155 21,354
Charging as Expense:
Borrowing costs:
Bank 2,555,956 1,334,260
Preference shares — interest 1,416,000 328,000
Preference shares — issue costs - 1,807,724
Other persons 348,872 306,393
Movement in Provisions:
Depreciation of property, plant and equipment 841,307 760,801
Amortisation of goodwill 42,814 42,814
Net loss on disposal of non-current assets - 77,387
Remuneration of the auditors:
Auditing the Accounts 41,696 44,337
Other Services 26,050 77,050
(b) Revenue from ordinary activities:
Included in operating profit are the following items of
operating revenue:
Plantation Income 19,945,471 13,236,417
Timber & Products Sales 11,035,830 10,658,753
Interest 5,854,490 4,725,717
Increment in Net Market Value — Forest Plantations 350,000 122,913
Other Income 177,651 367,113
37,363,442 29,110,913

-12 -
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SEGMENT INFORMATION

The economic entity operates in the Management Investment Scheme (MIS) and Timber Processing
industries, in the Bombala, Murray Valley and Braidwood regions of South East New South Wales and
North East Victoria.

MIS Timber Processing Consolidated
6 months to 6 months to 6 months 6 months 6 months 6 months
Dec 2005 Dec 2004 to Dec to Dec to Dec to Dec
2005 2004 2005 2004
REVENUE
External income 26,256,417 18,402,194 11,107,025 10,708,719 37,363,442 29,110,913
RESULT
Segment Earnings
before interest, tax,
depreciation and
amortisation 12,277,149 8,646,318 (393,056) 195,500 11,884,093 8,841,818
Interest 4,038,776 3,479,156 282,052 297,221 4,320,828 3,776,377
Depreciation 322,525 196,570 518,782 564,231 841,307 760,801
Amortisation - - 42,814 42,814 42,814 42,814
Profit (loss) from ordinary
activities
before income tax 7,915,848 4,970,592 (1,236,704) (708,766) 6,679,144 4,261,826
Income tax expense (2,328,206) (1,326,604)
Profit (loss) from ordinary
activities after income tax 4,350,938 2,935,222
Acquisition of property, plant
& equipment and intangible
assets 16,365,373 9,755,934 210,617 494,776 16,575,990 10,250,710
MIS Timber Processing Consolidated
As at Dec As at June As at Dec As at June As at Dec As at June
2005 2005 2005 2005 2005 2005

Segment assets 262,532,590 248,614,775 16,258,124 16,721,297 278,790,714 265,336,072
Segment liabilities 181,954,859 183,221,877 8,438,366 8,814,252 190,393,225 192,036,129

-13 -
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NET TANGIBLE ASSETS PER ORDINARY SECURITY

31 December 31 December
2005 2004
$ $
Total net tangible assets 86,893,750 64,236,304
Net tangible assets per ordinary share $1.50 $1.30

ENTITIES OVER WHICH CONTROL GAINED OR LOST DURING THE YEAR

None

DIVIDENDS
Franked
Amount Amount
Per Total Per
Class Type Record Date Payment Date  Security Dividend Security
Ordinary Final 6 September 2005 20 September 2005 $0.03 $1,513,757 $0.03
Preference 15 September 2005 30 September 2005 $3.51 $1,404,000 $3.51
Ordinary Interim 28 February 2006 15 March 2006 $0.03 $1,743,024 $0.03

ORDINARY DIVIDEND REINVESTMENT PLAN

The Company operates a Dividend Reinvestment Plan to provide shareholders with a choice of
reinvesting their dividends in new securities at 5% discount to the prevailing market price.

DETAILS OF ASSOCIATES OR JOINT VENTURE ENTITIES

None

FOREIGN ENTITIES

Not applicable

-14 -
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SUBSEQUENT EVENTS

There has not arisen in the interval between the end of the financial year and the date of this
report any other matter or circumstance, that in the opinion of the directors of the company, has
significantly affected, or may significantly affect the operations of the company, the results of
those operations, or the state of affairs of the company in subsequent financial years.

AUDIT

The accounts are not subject to audit dispute or qualification.

P ndi i

Jonathan David Madgwick
Company Secretary

16 February 2006

-15-
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WILLMOTT FORESTS LIMITED and controlled entities
A.B.N. 17 063 263 650

Directors’ Report

The Directors of Willmott Forests Limited present their report on the company and its controlled
entities (“the economic entity”) for the half year ended 31 December 2005, and the auditors’ review
thereon.

The Directors in office at any time during or since the end of the period are:

Mr James William Antony Higgins Chairman

Mr Marcus Derham Chief Executive Officer
Mr Jonathan David Madgwick

Mr Hugh Thomas Davies

Directors have been in office since the start of the period unless otherwise stated.
Results

The consolidated profit of the economic entity, after providing for income tax, amounted to $4,351,059
(2004 $2,935,314).

Dividends Paid or recommended
Ordinary Dividends paid or declared for payment are as follows:

e Ordinary fully franked final dividend of 3.0 cents per share paid as recommended in the 30
June 2005 report on 20 September 2005 : $1,513,757; and

e Ordinary fully franked interim dividend of 3.0 cents per share has been declared by the
directors on the 16 February 2006. The dividend will be paid on 15 March 2006:
$1,743,024.

Preference Dividends paid or declared for payment are as follows:
e Preference dividend of $3.51 per share was paid on 30 September 2005
Review of Operations

The economic entity currently has one MIS project on market, a retail product known as the Willmott
Forests Project— 2006 Product for which there is a Disclosure Statement (PDS) (ARSN 089 379 975).
This has been issued with an Australian Taxation Office Product Ruling.

The economic entity has continued to successfully expand its Dealer network and market its products
for development of softwood plantations.

The market outlook remains favourable for the sale of the company’s MIS product. PDS applications
received to 31 December 2005 exceed any previous year, giving the directors confidence that the full
year sales result will be a strong one.

The company operates two timber processing facilities in Bombala that produced structural, landscape
and fencing timber for the Australian market. The company’s timber products were sold predominantly
into New South Wales, the A.C.T. and Victoria. Continuing weakness in the housing sector, particularly
in New South Wales, led to a further softening of margins. Revenue from these operations was
$11.107m (2004: $10.709m) producing an EBITDA of ($0.393m) (2004: $0.196m).

Page 4



WILLMOTT FORESTS LIMITED and controlled entities
A.B.N. 17 063 263 650

Directors’ Report (cont’d)
Capital Raising

On 20 September 2005 the company issued 74,005 ordinary shares at $1.87 under the Dividend
Reinvestment Plan.

On 22 December 2005 the company issued 7,568,228 ordinary shares at $1.70 by way of placement.

Events Subsequent to Balance Date

There has not arisen in the interval between the end of the financial year and the date of this report
any other matter or circumstance, that in the opinion of the directors of the company, has significantly
affected, or may significantly affect the operations of the company, the results of those operations, or
the state of affairs of the company in subsequent financial years.

Proceedings on behalf of the economic entity

No person has applied for leave of a court to bring proceedings on behalf of the economic entity or
intervene in any proceedings to which the economic entity is a party for the purpose of taking

responsibility on behalf of the economic entity for all or any part of those proceedings.

The economic entity was not a party to any such proceedings during the year.

Signed in accordance with a resolution of the Directors:

Marcus Derham Jonathan David Madgwick
Director Director
Dated at Melbourne on 16 February 2006 Dated at Melbourne on 16 February 2006

Page 5



NOTES TO THE FINANCIAL STATEMENTS - FOR THE HALF YEAR ENDED 31 DECEMBER 2005

[NOTE 1] STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The half year consolidated financial statements are a general purpose financial report prepared in
accordance with AASB 1029: Interim Financial Reporting and other professional reporting
requirements.

The half year report does not include full disclosure of the type normally included in an annual financial
report and therefore cannot be expected to provide as full an understanding of the financial
performance, financial position and financing and investing activities of the economic entity as the full
financial report.

It is recommended that this financial report be read in conjunction with the annual financial report for
the year ended 30 June 2005 and any public announcements made by Willmott Forests Limited and
its controlled entities during the half year in accordance with continuous disclosure requirements
arising under the Corporations Act.

For the purpose of preparing the half year financial report, the half year has been treated as a discrete
reporting period.

The accounting policies have been consistently applied to entities in the economic entity and are
consistent with those applied in the 30 June 2005 annual financial reports, except as noted in Note 2
First-Time Adoption of Australian Equivalents to International Financial Reporting Standards.
Comparatives

In accordance with AASB 1029: Interim Financial Reporting:

Comparatives for the Balance Sheet items are based on 30 June 2005. Comparatives for the Income
Statement and Cash Flows Statement are based on the six months ended 31 December 2004.
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NOTES TO THE FINANCIAL STATEMENTS - FOR THE HALF YEAR ENDED 31 DECEMBER 2005

[NOTE 2] FIRST-TIME ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL

FINANCIAL REPORTING STANDARDS

Reconciliation of Equity as at 30 June 2005

ECONOMIC ENTITY
Adjustments on
Introduction of Australian
Note Previously Australian Equivalents to
Reported as at  Equivalents to IFRS as at
30 June 2005 IFRS 30 June 2005
$ $ $

Current Assets
Cash and cash equivalents 36,879,227 - 36,879,227
Trade and other receivables 2(a) 17,532,862 1,264,916 18,797,778
Inventories 5,115,349 - 5,115,349
Deferred tax asset 2(b) 11,182,355 108,464 11,290,819
Other 4,027,034 - 4,027,034
Total Current Assets 74,736,827 1,373,380 76,110,207
Non-Current Assets
Trade and other receivables 2(a) 124,689,536 5,831,308 130,520,844
Financial assets 1,001,047 - 1,001,047
Property, plant and equipment 49,482,205 - 49,482,205
Self-generating and regenerating assets 6,082,144 - 6,082,144
Intangibles 2(c) 1,546,690 - 1,546,690
Deferred tax asset 2(b) 267,545 325,390 592,935
Total Non-Current Assets 183,069,167 6,156,698 189,225,865
TOTAL ASSETS 257,805,994 7,530,078 265,336,072
Current Liabilities
Accounts payable 12,726,615 - 12,726,615
Borrowings 2(a) 1,333,834 1,264,916 2,598,750
Deferred tax liabilities 1,223,630 - 1,223,630
Provisions 2(d) 44,700,776 708,000 45,408,776
Total Current Liabilities 59,984,855 1,972,916 61,957,771
Non-Current Liabilities
Borrowings 2(a),(e) 61,273,645 45,831,308 107,104,953
Deferred tax liabilities 1,477,870 - 1,477,870
Provisions 21,495,535 - 21,495,535
Total Non-Current Liabilities 84,247,050 45,831,308 130,078,358
TOTAL LIABILITIES 144,231,905 47,804,224 192,036,129
NET ASSETS 113,574,089 (40,274,146) 73,299,943
Equity
Contributed equity 2(e) 79,031,236 (38,192,276) 40,838,960
Retained profits 2(f) 34,538,006 (2,081,870) 32,456,136
Minority equity interest 4,847 - 4,847
TOTAL EQUITY 113,574,089 (40,274,146) 73,299,943
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NOTES TO THE FINANCIAL STATEMENTS - FOR THE HALF YEAR ENDED 31 DECEMBER 2005

[NOTE 2] FIRST-TIME ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL

FINANCIAL REPORTING STANDARDS - continued

Reconciliation of Profit as at 31 December 2004

ECONOMIC ENTITY
Previously Effect of
reported Transition to
Notes | 31 December Australian Australian
2004 Equivalents to Equivalents to
$ IFRS IFRS

Revenue from ordinary activities 29,110,913 - 29,110,913
Cost of sales (7,244,194) - (7,244,194)
Depreciation and amortisation (803,615) - (803,615)
Borrowing cost expense 2(9) (1,640,653) (2,135,724) (3,776,377)
Employee costs (5,396,189) - (5,396,189)
Other expenses from ordinary
activities (7,628,712) - (7,628,712)
Profit before income tax expense 6,397,550 (2,135,724) 4,261,826
Income tax expense attributable to
ordinary activities 2(h) (1,760,458) 433,854 (1,326,604)
Profit from continuing operations 4,637,092 (1,701,870) 2,935,222
Loss attributable to outside minority
interests 92 - 92
Profit attributable to members of
the parent entity 4,637,184 (1,701,870) 2,935,314
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NOTES TO THE FINANCIAL STATEMENTS - FOR THE HALF YEAR ENDED 31 DECEMBER 2005

[NOTE 2] FIRST-TIME ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL
FINANCIAL REPORTING STANDARDS - continued

Notes to the reconciliation of equity as at 30 June 2005 and Profit as at 31 December 2004
2(a) Securitisation

Inclusion of securitised receivables and associated borrowings:
Economic Entity

30 June 2005

Current Receivables ﬁ264,916
Non Current Receivables 5,831,308
Current Borrowings 1,264,916
Non Current Borrowings 5,831,308

2(b) Deferred Tax Asset

Adjustments to deferred tax asset comprise:
30 June 2005
$

Recognition of deferred tax on reclassification of convertible
preference share issue costs from equity to borrowing costs
— current 108,464

Recognition of deferred tax on reclassification of convertible
preference share issue costs from equity to borrowing costs
— non current 325,390

2(c) Intangibles

Goodwill
An impairment test of goodwill has been carried out and the current amortisation policy has
been deemed acceptable and in line with current standards.

2(d) Provisions

Adjustments to provisions comprise:

30 June 2005
$
Provision of 30 June 2005 preference share borrowing costs 1,720,000
Reclassification of preference share borrowing costs paid (1,012,000)
Australian Equivalents to IFRS as at 30 June 2005 708,000
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NOTES TO THE FINANCIAL STATEMENTS - FOR THE HALF YEAR ENDED 31 DECEMBER 2005

[NOTE 2] FIRST-TIME ADOPTION OF AUSTRALIAN EQUIVALENTS TO INTERNATIONAL
FINANCIAL REPORTING STANDARDS - continued

Notes to the reconciliation of equity as at 30 June 2005 and Profit as at 31 December 2004
2(e) Financial Instruments

Adjustments to contributed equity comprise:

30 June 2005
$
Convertible preference shares previously reported at 30 38,192,276
June 2005
Reclassification of convertible preference shares to financial
liabilities (40,000,000)
Reclassification of convertible preference share issue cost to 1,807,724

retained profits
Australian Equivalents to IFRS as at 30 June 2005 -

2(f) Retained Earnings

Adjustments to retained earnings comprise:
30 June 2005

$

Previously reported at 30 June 2005 34,538,006
Recognition of 30 June 2005 preference dividend provided (1,720,000)
Reclassification of preference dividend paid to borrowing 1,012,000
costs

Recognition of deferred tax asset on preference share issue 433,854
costs

Reclassification of preference shares issue costs (1,807,724)
Australian Equivalents to IFRS as at 30 June 2005 32,456,136

2(g) Borrowing Costs

Adjustments to borrowing costs comprise:
Economic Entity

31 December

2004
$
Recognition of preference share borrowing costs (328,000)
Reclassification of preference shares issue costs (1,807,724)
Australian Equivalents to IFRS as at 31 December 2004 (2,135,724)

2(h) Income Tax Expense

Adjustments to income tax expense comprise:
Economic Entity

31 December
2004
$

Recognition of deferred tax assets on preference shares
issue costs 433,854

Page 15




NOTES TO THE FINANCIAL STATEMENTS - FOR THE HALF YEAR ENDED 31 DECEMBER 2005

[NOTE 3] PROFIT FROM ORDINARY ACTIVITIES

ECONOMIC ENTITY

31 December

31 December

2005 2004
$ $
(a) Profit from ordinary activities before income tax has
been determined after:
Crediting as Income:
Interest received:
Bank 740,825 400,315
Other persons 5,113,665 4,325,402
Net gain on disposal of non current assets 5,155 21,354
Charging as Expense:
Borrowing costs:
Bank 2,555,956 1,334,260
Preference shares — interest 1,416,000 328,000
Preference shares — issue costs - 1,807,724
Other persons 348,872 306,393
Movement in Provisions:
Depreciation of property, plant and equipment 841,307 760,801
Amortisation of goodwill 42,814 42,814
Net loss on disposal of non-current assets - 77,387
Remuneration of the auditors:
Auditing the Accounts 41,696 44,337
Other Services 26,050 77,050
(b) Revenue from ordinary activities:
Included in operating profit are the following items of
operating revenue:
Plantation Income 19,945,471 13,236,417
Timber & Products Sales 11,035,830 10,658,753
Interest 5,854,490 4,725,717
Increment in Net Market Value — Forest Plantations 350,000 122,913
Other Income 177,651 367,113
37,363,442 29,110,913
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NOTES TO THE FINANCIAL STATEMENTS - FOR THE HALF YEAR ENDED 31 DECEMBER 2005

[NOTE 4] SEGMENT INFORMATION

The economic entity operates in the Management Investment Scheme (MIS) and Timber Processing
industries, in the Bombala, Murray Valley and Braidwood regions of South East New South Wales and

North East Victoria.

MIS Timber Processing Consolidated
6 months to 6 months to 6 months 6 months 6 months 6 months
Dec 2005 Dec 2004 to Dec to Dec to Dec to Dec
2005 2004 2005 2004
REVENUE
External income 26,256,417 18,402,194 11,107,025 10,708,719 37,363,442 29,110,913
RESULT
Segment Earnings
before interest, tax,
depreciation and
amortisation 12,277,149 8,646,318 (393,056) 195,500 11,884,093 8,841,818
Interest 4,038,776 3,479,156 282,052 297,221 4,320,828 3,776,377
Depreciation 322,525 196,570 518,782 564,231 841,307 760,801
Amortisation - - 42,814 42,814 42,814 42,814
Profit (loss) from ordinary
activities
before income tax 7,915,848 4,970,592 (1,236,704) (708,766) 6,679,144 4,261,826
Income tax expense (2,328,206) (1,326,604)
Profit (loss) from ordinary
activities after income tax 4,350,938 2,935,222
Acquisition of property, plant &
equipment and intangible
assets 16,365,373 9,755,934 210,617 494,776 16,575,990 10,250,710
MIS Timber Processing Consolidated
As at Dec As at June As at Dec As at June As at Dec As at June
2005 2005 2005 2005 2005 2005

Segment assets 262,532,590 248,614,775 16,258,124 16,721,297 278,790,714 265,336,072
Segment liabilities 181,954,859 183,221,877 8,438,366 8,814,252 190,393,225 192,036,129
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WILLMOTT FORESTS LIMITED and controlled entities
A.B.N. 17 063 263 650

Directors Declaration

The directors of Willmott Forests Limited declare that:
1. The financial statements and notes
(a) comply with Accounting Standards and the Corporations Act; and

(b) give a true and fair view of the financial position as at 31 December 2005 and
performance for the year ended on that date of the company;

2. The Chief Executive Officer and Chief Finance Officer each declare that:

(a) the financial records of the company for the financial year have been properly
maintained in accordance with Section 286 of the Corporations Act 2001; and

(b) the financial statements and notes for the financial year comply with the Accounting
Standards; and

(c) the financial statements and notes for the financial year give a true and fair view.

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

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

Marcus Derham Jonathan David Madgwick
Director Director
Dated at Melbourne on 16 February 2006 Dated at Melbourne on 16 February 2006
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Armstrong Partners

CHARTERED ACCOUNTANTS

Independent review report to the members
of Willmott Forests Limited
A.B.N. 17 063 263 650

Scope
The financial report and directors’ responsibility

The financial report comprises the statement of financial position, statement of financial performance,
statement of cash flows, accompanying notes to the financial statements, and the directors’
declaration for the Willmott Forests Group for the half-year ended 31 December 2005. The Willmott
Forests Group comprises Willmott Forests Limited (“the Company”) and the entities that it controlled
during that half year.

The directors of the company are responsible for the preparation and true and fair presentation of the
financial report in accordance 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 fraud and error, and for the accounting policies and accounting estimates inherent in the
financial report.

Review Approach

We conducted an independent review in order for the company to lodge the financial report with the
Australian Securities and Investments Commission. Our review was conducted in accordance with
Australian Auditing Standards applicable to review engagements.

We performed procedures to assess whether, on the basis of the procedures described, anything has
come to our attention that would indicate that the financial report does not present fairly, in accordance
with the Corporations Act 2001, Accounting Standard AASB 1029: Interim Financial Reporting and
other mandatory financial reporting requirements in Australia, a view which is consistent with our
understanding of the consolidated entity’s financial position, and performance as represented by the
results of their operations and cash flows.

We formed our statement on the basis of these procedures, which included:

e inquiries of company personnel; and

e analytical procedures applied to financial data
While we considered the effectiveness of management’s internal controls over financial reporting when
determining the nature and extent of our procedures, our review was not designed to provide
assurance on internal controls.
The procedures do not provide all the evidence that would be required in an audit, thus the level of
assurance is less than given in an audit. We have not performed an audit, and accordingly, we do not
express an audit opinion.
A review cannot guarantee that all material misstatements have been detected.
While we considered the effectiveness of management’s internal controls over financial reporting when
determining the nature and extent of our procedures, our audit was not designed to provide assurance

on internal controls.

Our audit did not involve an analysis of the prudence of business decisions made by directors or
management.
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Independence

In conducting our audit, we followed applicable independence requirements of Australian professional
ethical pronouncements and the Corporations Act 2001.

Statement

Based on our review, which is not an audit, we have not become aware of any matter that makes us
believe that in the financial report of Willmott Forests Limited and controlled entities (Willmott Forests
Group):

e does not give a true and fair view, as required by the Corporations Act 2001 in Australia, of the
financial position of the Willmott Forests Group as at 31 December 2005, and of its
performance for the half-year ended on that date, and

e is not presented in accordance with the Corporations Act 2001, Accounting Standard AASB
1029: Interim Financial Reporting and other mandatory financial reporting requirements in
Australia, and the Corporations Regulations 2001.

Armstrong Partners

P ad

David Armstrong
Principal

16 February 2006
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