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A specialist investor, developer

and funds manager providing
real estate wealth solutions
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Resolution 1

A Financial Statements

A “To receive and consider the Directors’ Report, Financial Statements and Independent Auditor’s Report for the
year ended 30 June 2012.”
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Resolution 2

A To consider and, if thought fit, to pass the following as an ordinary resolution:

A “That Mr Garry R Sladden, a Director retiring from office by rotation in accordance with Article
58 of the Constitution, being eligible, is re-elected as a Director of the Company.”

FOR: 61,912,118
OPEN: 4,208,342
AGAINST: 2,301,457
FOR: 90.49%
AGAINST: 3.36%
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Resolution 3

A To consider and, if thought fit, to pass the following as an ordinary resolution:

A “That the Remuneration Report for the financial year ended 30 June 2012 be adopted.”

FOR: 56,874,122
OPEN: 4,223,342
AGAINST: 2,492,776
FOR: 89.44%
AGAINST: 3.92%
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Folkestone Overview — Greg Paramor
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Company Highlights

A Transformed
the Company during difficult market conditions

A Significant
improvement on prior year’s annual result

A Strategy

to recycle capital - realised over $19.0m in cash

A Opportunity

to utilise liquid balance sheet

A Growth
strategy for funds management platform initiated

Wdéave made significant progress in returning equity
from our direct investments whilst transforming the business
and establishing our real estate funds managementp | at f or m. ”
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2012 Annual Result

PROFIT/(LOSS) FROM CONTINUING

MEMBERS OF THE PARENT ENTITY

OPERATIONS BEFORE INCOME TAX (73) (12,224) (2,428)
(EXPENSE)/CREDIT

INCOME TAX (EXPENSE)/CREDIT - (2) (918)
PROFIT/(LOSS) FROM

DISCONTINUED OPERATIONS (46) 6 (131)
(PROFIT)/LOSS ATTRIBUTABLE ~ " (18)
TO MINORITY EQUITY INTEREST

PROFIT/(LOSS) FROM ORDINARY

ACTIVITIES ATTRIBUTABLE TO (119) (12,221) (3,495)
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2012 Annual Result — Highlights

A Strong cash flow due to project completion and asset sales:
A $8.7m from Noone Street, Clifton Hill, with a further $0.3m returned in September 2012
A $10.7m from Donnybrook Road, Mickleham

A Noone Street, Clifton Hill project realised $1.4m in development profits

A Disposal of interest in Donnybrook Road, Mickleham project realised $S0.8m net profit

A No asset impairments this financial year versus $10.5m in June 2011 year

A Launch of the Folkestone Real Estate Income Fund at Sydney Olympic Park (FREIF at SOP)

A Austock Property’s FY2013 EBITDA will be ¢5$2.3m on a 100% ownership basis (Folkestone’s share for
FY13 is ¢S1.1m based upon 65% ownership for 9 months)
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NTA & Cash Per Share

Net Tangible Assets Per Share: 2011 & 2012
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The Transformation Continues

A  Projects completed, repositioned or sold
A realised over $19.0m in cash
A $4.4m of capital allocated to current projects during FY12

A further $4.9m in equity contributed to Officer project in July 2012

A Share buyback initiated
A 550,000 shares bought back at an average price of 8.2 cents per share
A buyback ends 31 December 2012

A  Folkestone Funds Management launches new fund

A Folkestone Real Estate Income Fund at Sydney Olympic Park launched

A Purchase of Austock Property

A purchased in two tranches totalling $11.0m, with $555.0m of funds under management

“Our strategy I s to create annuit
continuing to I nvest opportuni st
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Project Completion & Realisation

Noone Street, Clifton Hill - Completed

A 50:50 joint venture in a residential development project which delivered 87
townhouses and apartments

A  Project was completed in 2012
A  Final apartment was sold in September 2012
A Project has returned $9.0m in cash proceeds to Folkestone

Donnybrook Road, Mickleham — Sale of Interest
320.0ha site in Melbourne's northern corridor, 33.2kms north of the Melbourne CBD

Following the sale of 140.0ha of land to the Commonwealth Government, Folkestone
sold its 20.0% interest in the project in June 2012 to AMP Capital Investors

The project has returned $10.7m in net cash proceeds to Folkestone

“Cash realised from these projects
Company with further resources and

Folkestone )




Direct Investments — Project Delivery

Millers Road, Altona North
A A 50:50 joint venture in a 13.9ha site for industrial/bulky good retail
A Infrastructure works to create two smaller superlots are complete

A Rezoning application has been made to improve flexibility of development
opportunities

A Negotiations with key anchor tenants for Stage 1 are well advanced
A  Application to extend debt facility has been made

PottersGrove, Officer

A A 50:50 joint venture in a 14.1ha residential land subdivision in Melbourne’s south-east
growth corridor

@) PottersGrove A Settlement of asset occurred in July 2012
" pottersgrovecomay [0 race A Equity commitment of $6.4m has been fully invested

j SELLING

I A Stage 1, comprising 55 lots, is scheduled to commence construction in October 2012

A  First settlement of lots scheduled to occur in early 2013
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Direct Investments — Project Delivery

The Ranges, Karratha
A 25.0% interest in short and long term accommodation development

A Rapidly growing population area that services a number of large scale
natural resource projects

A Stage 1 consists of 108 one bedroom villas, 55 have been presold

A Equity commitment of $3.6m has been fully invested
A Terms agreed with lender for construction finance facility for Stage 1a (now complete)

A Construction of Stage 1a commenced in February 2012, with all 41 dwellings being
commissioned on site with completion scheduled for December 2012 and first
settlement to occur in late 2012

A Option over adjoining 7.1ha site with potential for another 261 dwellings has been
successfully negotiated with settlement subject to rezoning and authority approval
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Folkestone Funds Management

Tivoli Development Fund
A Unlisted development fund in a 50:50 joint venture with local developer, Urban Inc.

A Residential apartment project in West Melbourne comprising 65 apartments, 62 of
which have been pre-sold

A  Construction underway with forecast project completion to occur in November 2013

Folkestone Real Estate Income Fund at Sydney Olympic Park
A  Fund established to acquire a six level office building at 7 Murray Rose Avenue,
Sydney Olympic Park
A $29.25m “on completion” valuation
A Thales Australia have signed a 10 year lease for 100% of the commercial space
A Construction of building is forecast to be completed in November 2012
A  Forecast annualised distribution yield to investors in FY13 of 8.10% and FY14 of 8.30%
A Lonsec awarded a rating of ‘Recommended (Upper End)’ to the Fund in September 2012

“Our new fund provides an opportu
Sydney’s emerging growth pre
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Austock Property — Social Infrastructure Funds
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Austock Property — Social Infrastructure Funds

A The acquisition of Austock Property was completed on 28 September 2012

A Total price $11.0m:
A 65.0% (S$7.15m) was paid on 28 September 2012
A remaining 35.0% ($3.85m) payable on 30 September 2013 unless accelerated

A Austock Property:
A specialises in social infrastructure assets such as childcare
A four social infrastructure funds (of which two are listed)
A §555.0m in funds under management

A Management, investment style and philosophy to remain the same

A A scalable funds management platform run by a well regarded management team
A Provides an annuity income stream from recurring management fees

A Gives exposure to growing social infrastructure sector

A Expands Folkestone’s distribution capability

Austock Property provides a str
Fol kestone’s funds management
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Social Infrastructure Funds

Australian Education Trust - $358.0m FUM !
A ASX listed REIT (ASX:AEU) with a market cap of $206.0m?2
A 327 early learning centres

A 28 tenants; 64.0% tenanted by not-for-profit Goodstart Early Learning
A Property yield of 9.6%, 99.0% occupancy, WALE 9.2 years

A NTAS$1.21, forecast FY13 distribution 10.3 cpu, 38.6% gearing

A 2,739 investors —a mix of institutions and retail investors

A Delivered a 40.0% total return for the year to 30 June 2012; outperformed the
ASX 200 index by 51.0% and A-REIT index by 35.0%

Folkestone Childcare Fund - $26.0m FUM 1!

A  Fixed term unlisted property fund

A 24 early learning centres

A 5tenants, 46.0% tenanted by not-for-profit Goodstart Early Learning / fof
A Property yield of 10.0%, 96.0 occupancy, WALE 6.1 years

A NTA $1.14, forecast FY13 distribution 6.0-7.0 cpu, 39.2% gearing

A 569 retail investors

1. All data as at 30 June 2012 unless noted
2. As at 12 October 2012
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Social Infrastructure Funds

- | The Australian Social Infrastructure Fund - $103.0m FUM: ‘
A ASX listed REIT (ASX:AZF) with a market cap of $51.0m? A

49 early learning centres, a medical centre, self storage centre and Y
property securities /asif \

ﬁ
PRIMARY MEDICAL « DENTAL CEmy

A 6 tenants, 71.0% tenanted by not-for-profit Goodstart Early Learning
A Property yield 9.6%, 100% occupancy, WALE 8.2 years

A NTA $2.26, forecast FY13 distribution 17-18 cpu, 35.6% gearing

A 1,357 investors — a mix of institutions and retail investors

CIB Fund - $66.0m FUM 1

A Wholesale unlisted property fund
A Nine police stations; two law courts

A Tenanted by Victorian State Government
A Property yield 9.9%, 100% occupancy

A NTAS1.77, 30.0% gearing

A Four wholesale investors

1. All data as at 30 June 2012 unless noted
2. As at 12 October 2012
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Outlook

A Continue to deliver on existing balance sheet projects

A Folkestone’s funds management platform now has ¢$600.0m in funds under management and
over 4,700 unitholders

A Distribution network being expanded by the launch of new funds and cross sell opportunities from
existing investors (numbering in excess of 5,700 including 1,046 Folkestone shareholders)

A Opportunity to capitalise on the growing social infrastructure space

A Markets remain volatile and risk averse however lower interest rates have improved investor
sentiment

“Fol kestone’' s transformation str a
growing our funds under management and sourcing
attractive re a | estate I nvestments f or C
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Appendix 1— Social Infrastructure Assets
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Social Infrastructure Assets
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Real estate assets that provide accommodation for fundamental community services including:

education - early learning (childcare) centres, schools, tertiary facilities, student accommodation
health - medical centres, hospitals, specialist facilities

retirement/aged care

social housing

transport — bus & train stations, park & rides, carparks

government accommodation (i.e. police stations, courthouses, prisons, defence housing)

Benefits of investing in social infrastructure typically include:

longer leases than traditional real estate assets

net or triple net leases (operator/tenant pays outgoings)
secure (often government backed) cashflows

low correlation to other real estate and non-real estate assets

Growth in social infrastructure real estate opportunities driven by:

demographic and social changes
government financing/budget constraints

allows agencies (operators) to focus on core business — managing and delivering core services to the community -
rather than the provision, ownership and management of the underlying real estate assets
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Social Infrastructure Key Demand Drivers

Projections of Australian Government Spending Proportion of the Australian Population in
by Category: 2010- 2050 Different Age Groups: 1970- 2050
I
8 . 8 100 100
90 90
7
80 80
6
70 70
o 5
[a) X 60 60
O] o .
S 45 X80 50 =
X g
3 0 40 40
2 30 30
20 20
1
10 10
0
Health Age-related Aged care Other income Education Defence Superannuation 0 0
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Source: Treasury Projections Source: ABS cat. No. 3105.0.65.001 (2008) and Treasury Projections
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Early Learning Sector (Childcare)

A Early learning businesses are influenced by:
A limited supply in many locations
A industry exhibiting growth in demand over recent years due to “baby boom”
A rise in workforce participation rate of women with dependent children

A increase in population of children aged under 10 in next five years which will
have positive effect on demand for early learning services

A the early learning industry is forecast to grow revenue to $12.6bn by 2017-18

A early learning government funding model is currently under scrutiny with
strong potential for increase in overall funding

Demand for early learning centres

A 0-5year old population has grown by 183,000 since 2006, six times the rate
over the past 20 years

>

A number of children attending childcare centres in 2011 was 992,520 of which
607,510 were in long day care

A 38.0% of 0-5 years attending some form of childcare in 2011 against 33.0% in
2006 and 21.0% in 2000

A 0-14 year old population is forecast to grow from 4.2m to 6.2m between 2010
and 2050 — a 48.0% increase
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Healthcare/Medical

PllUAIV MERICAL ¢ IFII

Healthcare expenditure was $130.0bn in 2010-11 or 9.3% of GDP, up from
$77.5bn 10 years earlier

Demand for health services is underpinned by a growing and aging
population and technology driven health solutions

Governments will increasingly look to private sector to assist in infrastructure
provision

Trend toward larger, integrated health/medical facilities offering a range of
services under one roof

Tenants achieve synergies through co-location of interdependent services

Leases typically underpinned by government and private health insurance
funding

Institutional investment in health/medical accommodation is fragmented in
Australia but is a recognised sector in the US with 11 listed REITs with a
market cap of $65.0bn

Folkestone
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Healthcare Investment Performance

Healthcare Property Annualised Total Returns: .
P to)(]une 2012 A Over one, three and five years! healthcare property has

outperformed core direct non-residential real estate

14
1 - A Annual return for the year ending June 2012 was 10.8%
10 A the sector delivered a strong annual income return of 8.9% and
1 capital growth of 1.8%
8 .
A Medical centres generated a total return of 11.7% compared
> 67 to 10.3% for private hospitals in the year to June 2012
4 .
A Healthcare real estate has exhibited lower volatility and a
2 1 lower correlation with other forms of non-residential real
0 - estate
1 Year 3 Years 5 Years
m All Property M Healthcare Properties

Source: PCA/IPD Healthcare Property Index

1.To 30June 2012
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Retirement/Aged Care

A

Fragmented industry — government, not-for-profit and private sector
A institutional investors focus on retirement not aged care sector
A new model for ownership needed

b2

Demand for aged care driven by aging population
A  the proportion of over 65 year olds to grow from 13.5% to 22.6% by 2050
A the proportion of over 85 year olds is projected to grow from 1.8% to 5.1% by 2050

b=

Growing consumer demand for higher quality services and accommodation options — baby boomers
entering retirement with different expectations and aspirations

Demand expected to become more diverse

b=

A changing patterns of disease among the aged (including increasing incidence of dementia)
A wide range of preferences and expectations (including rising preferences for independent living)

Baaie Independent Living Options AgedCare

to
Apartment

Vill Living " v A y Residential Low High
or Villa ndependent ssiste
(B 55 Living Units | Living Units Care i

Seniors Supported

Source: Folkestone/Jones Lang LaSalle
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Government Assets

>

)

>

Government assets include police stations, courthouses, ambulance stations,
fire stations and community service facilities

Government tenants generate long-term, secure income

A building let to government has attributes similar to index linked government
bonds, coupled with the benefits of owning real estate

Government, both State and Federal, have not committed to an extensive
capital pipeline to fund new infrastructure —increasingly looking to private
sector:

A  sale and lease back on existing assets

A build and own for new assets

Institutional investors continue to seek assets with long-tenure and strong
covenants — government assets therefore are very attractive

Folkestone
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Appendix 2 — Market Outlook
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Australian Market Conditions — Non-Residential

A Non-residential real estate generated a total return of 10.0% in
the year to June 2012

Performance Across Property Sectors Annual A Hotels (135%) followed by office (105%) were the two best
Total Return: to June 2011 & 2012 performing sectors

18 A Australian non-residential real estate favoured destination for
foreign capital over 1st half of 2012 — more than $4.0bn was

14 purchased by offshore investors

12 1 A Strong investor demand for yield investments is unlikely to

abate — non-residential “core” real estate well placed to
benefit

10 4

%

A Investors with higher risk appetite starting to look at secondary
assets which have potential to be refurbished and repositioned
into core real estate

o N £ )] 0o
1

A Performance across sectors will vary in next year — office sector

All Propert Office Retail Industrial Hotel . . .
pery should outperform the retail and industrial sectors

m 2011 = 2012
A Active management will continue to be a key driver of

performance — investors should focus on the underlying
fundamentals of individual assets

Source: PCA/IPD Property Index
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Australian Market Conditions — Office

A  Office markets have performed reasonably well

A . o :
Australian CBD Office Vacancy Rates:January " ﬁs aLJuIng;)o/lz., CCBDS ffice vacancy rates ranged from 4.2% in
and July 2012 erth to 9.8% in Canberra

12 A Demand varies across markets —almost three quarters of the
242,814sqm of CBD office space taken up in the six months
to July was in Perth (115,503sgm) and Brisbane (36,916sgm)

A Companies are expressing greater caution in taking extra
space or re-locating — we expect to see softer demand and
lower rental growth in the next year

%
IS

A Low levels of supply remain a feature of most markets

2 .

A  Office assets with high occupancy, superior tenant quality
and location will continue to be well sought after by

® ® ® © ¥ o investors
\\00\)((\9 66\3'\66 ('\Sba“e S\ld(\e\‘ (\‘oeﬁa
e s = 2

O .

0
e
A Secondary assets will come under pricing pressure — unless

m January 2012 = July 2012 there is an opportunity to refurbish, re-let or re-position

Source: Property Council of Australia
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Australian Market Conditions — Retall
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Discretionary and Non -Discretionary
Retail Spending: 2009 - 2012
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Non-Discretionary Spending

Source: ABS

Retail environment remains challenging

Consumer spending remains below trend especially in the
discretionary retail sector

Cyclical (price discounting, low consumer sentiment and
continued high savings levels) and structural issues (internet

penetration and changing retail formats) continue to impact
retailers

Rental growth has slowed, incentives are increasing and
vacancy rates are rising especially in secondary centres

Neighbourhood and super regional destination centres
should perform better than other types of retail centres

Sub-regional centres and secondary centres in poor locations
or with poor tenancy mixes are likely to be impacted by the
cyclical and structural changes impacting the retail sector

Folkestone
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Australian Market Conditions — Residential

A Residential recovery is patchy and, unlike past cycles, the
housing sector has been slow to respond to interest rate cuts

Major Capital City House Prices: in late 2011 and early 2012

to September 2012 _ . _ _
A House prices appear to have stabilised in the major markets

4
but any recovery will be modest and certainly not uniform
. across specific market segments or locations
2 -
. A Housing affordability is starting to show broad improvement
— driven by lower prices and lower interest rates
0 .
o 4 A Rental growth remains strong as vacancies remain low by
i historical standards
_2 -
3 A Building approvals remain historical weak
4 A  Sydney should lead the recovery given limited price growth
over past decade and low levels of construction activity

Sydney  Melbourne  Brisbane  Adelaide  Perth A Medium term outlook positive — high population growth,

m Month ®Quarter ™ Year demographic changes, chronic undersupply of dwellings and
growing acceptance of medium density accommodation

Source: RP Data— Rismark Index
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Disclaimer

This paper has been published for information purposes only. The information contained in this paper is of a general nature only and does not constitute
financial product advice. This presentation has been prepared without taking account of any person's objectives, financial situation or needs. Because of
that, each person should, before acting on this presentation, consider its appropriateness, having regard to their own objectives, financial situation and
needs. You should consult a professional investment adviser before making any decision regarding a financial product.

In preparing this presentation the author has relied upon and assumed, without independent verification, the accuracy and completeness of all information
available from public sources or which has otherwise been reviewed in preparation of the paper. The information contained in this paper is current as at
the date of this paper and is subject to change without notice. Past performance is not an indicator of future performance.

Neither Folkestone Limited, nor any of their associates, related entities or directors, give any warranty as to the accuracy, reliability or completeness of the
information contained in this paper. Except insofar as liability under any statute cannot be excluded, Folkestone Limited and its associates, related entities,
directors, employees and consultants do not accept any liability for any loss or damage (whether direct, indirect, consequential or otherwise) arising from
the use of this paper.

If a product managed by Folkestone Limited or its associates is acquired, Folkestone Limited or its associates and related entities may receive fees and other
benefits. The author of this paper does not receive commissions or remuneration from transactions involving the financial products mentioned in this

paper.

Folkestone Limited
Level 10, 60 Carrington Street

Sydney NSW 2000
T:+612 8667 2800

www.folkestone.com.au

office@folkestone.com.au
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